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Abstract

The thesis work studied the connection between sustainability and profitability of a
business enterprise.

To approach the answer to the research question, the thesis report focused on the
non-alcoholic beverage industry with its three leading companies to provide a more
tangible practical implication. Thus, these companies have an exceptional market po-
sition regarding resources available, brand recognition, and influence as global em-
ployers, so their sustainability efforts significantly impact the economy, society, and
environment. Moreover, the work reviewed the term sustainability from the three-pillar
model and specialized in analyzing corporate sustainability. In order to provide a well-
rounded research result, a survey for consumer buying behavior was conducted to
study the influence of consumers on beverage businesses.

To conclude, the report shows that sustainability is not only a risk for businesses but a
huge opportunity to build a resilient brand and robust business operations, leading to
more profitability.
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1 Introduction

The following report deals with the term (corporate) sustainability, focusing on the

non-alcoholic beverage industry with its three most prominent leaders.

Humanity took a long time before first thinking about sustainability or similar terms.
The way of living and ruling the planet caused a dreadful development that now
needs severe actions to ensure the survival of the earth and future human genera-
tions. With the steadily growing population subsequently, consumption and needs
are increasing simultaneously. To meet those needs, it takes resources. In gen-
eral, there are two types of resources: renewable resources like water, forests, or
fish stocks, and on the other hand, non-renewable resources such as fossils or
minerals that are yet crucial for the industry and vital to meet the population's
needs. However, by bad practices in managing those resources, even renewable
resources could become non-renewable. The tremendous need for consumption
directly affects businesses' behavior that uses somewhat worse methods to gather
resources, not considering possible extinction of species, pollution of the environ-
ment, deforestation, increasing ozone holes, carbonate emissions, just to name a
few of those adverse effects. (Attfield 2015, 81-83.)

Nevertheless, it is not only the guilt of companies and the industry. Governments
failed to see the problems and often are not able to take the proper measure-
ments. Besides that, consumers are to blame because of the bottom line. One
could say the industry is just responding to individuals asking for a specific product
for specific conditions. (Attfield 2015, 185,189.) Even so, global organizations,
whether they are NGOs or companies like those featured in this report, contain im-
mense potential with innovations and implementation of sustainability efforts to
turn the direction towards human life that does not compromise the future on

earth.

The beverage industry plays a significant role in changing the consumer behavior,
reducing the environmental footprint, and at the bottom line ensuring a sustainable
future. The industry employs millions of people, feeds billions, and therefore, the
industry's global leaders have the resources and international influence to reach

out to almost every human in the world.



For this reason, it is essential to understand sustainability from a business per-
spective. To review and visualize the emerging importance of sustainability in their
business operations, making assumptions on the financial benefits and of long-
term best sustainable practices, will take the reader to an advanced horizon of

knowledge.

Subsequently, finding ways to utilize sustainable business practices is essential for

humanity and worth being researched.



2 Outlinings
2.1 Objective

The thesis aims to analyze the relationship between sustainability and the imple-
mentation in a business enterprise specializing on leading companies in the bever-

age industry.

To follow this objective the thesis will provide a comprehensive overview of the
term sustainability and its development. First and foremost, the paper focuses on
the business approach towards sustainability with the practical example of com-
paring three leading companies in the beverage industry. It should give a detailed
insight into strategies for corporate sustainability and how companies approach
the topic. However, it will also describe why sustainability is essential for compa-
nies and why humanity is in a precarious situation. Afterward, the empirical re-
search should complete the whole framework of the topic covering the consumer

perspective.
2.2 Research Question

This way of structuring enables the thesis report to answer the research question
on "How sustainability affects a companies’ success" from a business perspective
in a disruptive world and gives the reader insights into modern sustainability princi-
ples and those leading enterprises' efforts. The research question is chosen be-
cause it is essential to understand sustainability from a business perspective since
companies and especially global leaders, like those featured in this report, have
the expertise and the capacity to make a huge difference. Subsequently, finding
ways to utilize sustainable business practices is vital for humanity and worth being

researched.
2.3 Delimitations

Delimitations of the report are the scope that is focused on the earlier mentioned
business perspective, and because of the chosen Case (Beverage Industry), ef-
forts to sustainable business practices and strategies are different from other in-

dustries. For example, critical efforts might be water consumption and packaging,



whereas the automotive industry deals with carbonate-related challenges. By re-
viewing the companies’ efforts and sustainability strategies, the report will leave
out any criticism on business operations. Furthermore, the thesis' empirical part
cannot cover all groups in society with different ages, nationalities and racial back-
grounds. The empirical research will be conducted in Germany, therefore it may
reflect a limited national perspective. Moreover it has a narrow focus on consumer
behavior regarding their attitude towards sustainability and leaves out in-depth
psychological background theory. Additionally featured age groups are people at
younger ages e.g. students, and another group of middle-age adults working for a

company.



3 Research Methodology

Even though it is not simple to include every aspect in a sufficient definition for ac-
ademic working, a possible approach is to focus on the processes combined in the

word research. In consequence, a possible definition could be:

The process of arriving at dependable solutions to problems through a
planned and systematic collection, analysis, and interpretation of data (God-
will 2015, 4).

Research and the aspiration of humankind to find the truth, explaining the un-
known, and acquiring new knowledge is a fundamental feature of human nature.

Thus, it has a key role in academic work as it:

e provides solutions to unsolved problems

e features creativity and enables new discoveries

e creates value for the society

e provides a research degree to the author and resolves in respect and honor
(Godwill 2015, 4-5.)

This report is meant to answer the recently formulated research questions by em-
ploying the following profound research methods. The majority of the report will
consist of non-metric data, also called qualitative data. Qualitative data can be cat-
egorized into two different scales of measurement. First, the nominal scale, which
refers to an unbiased description of situations without mathematical influence. In
comparison, the ordinal scale emphasizes a certain order of collected data, where
one is greater than the other. In other words, it enables the categorization of varia-

bles and their specific magnitude.

Nevertheless, besides qualitative data, a considerable amount of data is consid-
ered as quantitative data. Likewise qualitative data, metric (quantitative) data is
also divided into two different scales expressing information numerically. On the
one hand, the interval scale and, on the other hand, the ratio scale. The major dif-
ference between both is the use of mathematical operations. The interval scale is
reviewing data like, for instance, Fahrenheit or Celcius for informing about temper-

ature. Conversely, the ratio scale is used to put different numerical data in relation



by using mathematical operations. For instance, an economics journal could in-
form about a company's revenues being twenty percent higher than the industry
average. This implies that the reader will use mathematical operations to under-
stand the information given. (Godwill 2015, 75-78.)

According to the data collection, the report uses secondary data since sustainabil-
ity got more and more attention during the last decade, it is now one of the highest
researched vibrant topics in business. That means the analyses include data from
books, journals, articles, reports, or magazines.

The empirical part of the thesis includes a survey, gathering primary data that is
being used to cover the consumer perspectives towards sustainability and non-al-

coholic beverage companies. (Godwill 2015, 79-81.)

Questionnaires are a helpful way to collect data that is difficult to acquire, and its
scarcity makes it hard to find relevant information in common literature. To reach

sufficient results, the questionnaire should follow a few guidelines:

e Questionnaires should use simple and comprehensive language.

e Specification is needed to achieve a common understanding of what re-
sponse is expected.

e The scope of answers should be matching with the respondent.

¢ Questions have to be introduced with the same administration.

Moreover, questionnaires are divided into interviewer-administered questionnaires
and self-administered questionnaires. In this report, self-administered question-
naires are used since the searched information will be about consumption behav-
lor and opinions on simple questions that are valuable in answering the research
guestion. Possible types of questions are open questions, closed questions, and
summary questions. The amount and share of each of those types have to be
evaluated after further progress during the thesis writing process. (Godwill 2015,
82-85.)



4 Sustainability

4.1 Development

In one of the most cited and popular reports from the World Commission on Envi-
ronment and Development (WCED) published in 1987, commonly known as the
Brundtland report entitled "Our common future,” the definition of sustainability is
described by a new term called sustainable development, which is defined as the
development that meets the needs of the present without compromising the ability
of future generations to meet their own needs. (WCED 1987.)

In traditional consensus, the term sustainability contains three different perspec-
tives. In that sense, environmental, social, and ecological actions are taken to en-
sure equality in wealth, happiness, and freedom for future generations (Mead-
owcroft.). In other words, People, Planet, Profit the three-bottom-line principle
(Hedstrom 2018, 22). Another way to understand sustainability suggests the oppo-
site part's approach so that sustainability is understood as the counterpart of short-
term, wasteful, and self-centered or egocentric behaviors. However, during the last
decade, sustainability was used in several different forms. Sustainable yield, sus-
tainable society, and sustainable development are terms that perennially find their
way to modern literature. Sustainable yield focuses on the sustainable way of us-
ing the earth's resources speaking of fishing, forestation, mining, and farming.
Subsequently, a sustainable society is defined as the community of humans that
understood what measure and what frame of actions are suitable for living within
the environmental boundaries. Last but not least the Sustainable development
takes all three perspectives mentioned above into consideration in order to make
the right decisions. Even so, the term sustainable development is often misinter-
preted because the weighting in the original sense has to be equal. Nonetheless, it
IS prevalent to see debates emphasizing one of these perspectives exclusively.

(Meadowcroft.)

The discussed form of sustainability focused on in this report is the principle of the
modern term ESG (Environment, Social, Governance) that is the anker point of
this paper. Nevertheless, that is not enough because it misses an integral part, as

Hedstrom suggests. The strategic aspects connected with risk management are



still missing in this principle. (Hedstrom 2018, 22-23.) That is why today's debates
deal with integrating sustainability efforts throughout the whole value chain.
(Hedstrom 2018, 24-25.)

4.2 Challenges

This chapter analyses the most significant challenges concerning sustainability di-
vided into three main parts Economic, Social and Environmental aspects accord-
ing to the traditional consensus of sustainability. Once more, it points out that sus-
tainability is a complex topic with different perspectives that has to be met with col-
lected forces of individuals, governments, and the economy. Most of the issues
discussed in the following paragraphs are already well known for a long time. Nev-
ertheless, they are still present and even more dangerous than ever before. The
following should help to understand why we as humans have to work for a sustain-
able future, considering challenges in broad perspectives that truly endanger fu-

ture generations.
4.2.1 Social

Most of the issues discussed in the following paragraphs are already well known
for a long time. Nevertheless, they are still present and even more dangerous than
ever before. This chapter should help to understand why we as humans have to
work for a sustainable future, considering challenges in broad perspectives that

truly endanger future generations.

From the social perspective, sustainability contains various aspects that need fur-
ther actions and reveal significant concerns. Including housing and increasing ur-
banization, sufficient health care coverage that is also closely connected to equal
access to those services, food security, and lastly, sustainable energy supply.
Those topics stand contrary to the rising population, requiring more resources, en-
ergy, and space. (WCED 1987, 16-17.)

Poverty and equal access to resources are still on the agenda. It remains the job
of governments to secure education on how to manage the equal allocation of re-
sources. (WCED 1987, 16-17.) Furthermore, governments are working out long-

term plans to pursue demographic goals to improve for example, the confidence in



family planning on social, cultural as well as economic points of view. Subse-
quently, access to education, contraceptives, and services of that kind are vital,
especially to secure women's fundamental human right of self-determination.
(WCED 1987, 16-17.)

The population of the earth is expected to peek at 9.2 billion people in 2050. That
makes roughly 2.2 billion more than today. Moreover, urbanization is expected to
accelerate and reach 70% by 2050 further. The population living in urban areas
will likely increase by 2.8 billion, whereas those in rural areas could see a de-
crease of 0.6 billion. This development can lead to an increasing gap in society,
rising pollution in urban areas, and decreasing air quality due to higher carbon
emissions in those areas. (UN-DESA 2012, 5.)

The already mentioned poverty is still affecting 240 million people that have no ac-
cess to improved water and 1.4 billion people without basic sanitation. Further-
more, 1.8 billion people are expected to remain without access to modern energy
supply for cooking and heating. Last but not least, improving access and imple-
mentation to primary and secondary education is essential to thriving a mutual un-
derstanding of social sustainability. (UN-DESA 2012, 5.)

COVID19 and the “Pandemials”

The next paragraph takes a trip to a challenge that extends is yet not known. At
the time of creating this report, the COVID-19 pandemic has now lasted over one
year, and the first studies were established accounting for the damage the pan-
demic has caused. The following example summarizes the mentioned points in on-
going severe development. The World Economic Forum writes about "Pandemi-
als" in their newest Global Risk Report published 2021. "Pandemials" describes a
group of young adults ages 15-24 that now face their second global crisis. After
2008 with the collapse of the Lehman Brothers, they now see themself captured in

a pandemic that the world has never seen before.

Environmental destruction, inequality in the economic sense, towards gender and
also ethnically, increasing violence, and the social disruption partly driven by the
digital tech transformation of this century are major concerns for this generation.
On the one hand, this development promoted new possibilities for some youths
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but, on the other hand, left the majority of the workforce in an ice age of unemploy-
ment behind. Fiscal policies failed to address those specific generations, narrow-
ing their independence, right of self-determination, chances for investment, and
mobility. Before the pandemic, roughly two-thirds of the global poorest were
youths and children; undoubtedly, that the pandemic has even increased this prob-
lem. (UN-DESA 2012, 40-43.)

Furthermore, the disparity between different geographical regions continues to rise
along with the pandemic. The youth in developing regions of the world such as Af-
rica are increasing whereas regions like Europe and Southeast Asia are declining
to emerge the demographic problem in those regions. The pandemic hit the disad-
vantaged and weakest of society the most, clearly shown by looking at education.
During the COVID pandemic, 80% of global students were partly out of school.
When governments and institutions implemented measures to restart teaching re-
motely via the internet, radio, or television, 30% could not participate in the lec-
tures and teaching anymore. Moreover, explicitly designed services to catch up on
missed time in school were primarily accessible by youth from upper-class income
households. Studies also conduct that one missed semester during the age of 18-
20 years could lead to a potential loss of 2% of future income. Who was left behind
are those who probably needed these services at most. Economically the pan-
demic supported an ongoing trend that initially skyrocketed with the fiscal crisis in
2008. A gig economy emerged and, unfortunately, found much empathy in the in-
dustry. Many young workers were forced into short-term, low-paid, and high-risk
jobs. Looking at Figure 1, a vast number of young workers are employed in the

secondary sector, including manufacturing and wholesale/retail, which are the sec-
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tors affected at first and in a high manner. The total amount of young people un-
employed, out of school or university, and not in training (NEET) accounted for
21% and is likely expected to rise during this year. (UN-DESA 2012, 39-46.)

Global Estimates of Youth Employment in
Hard-Hit COVID-19 Sectors

Economic sector Shars in global youth
Wholesale and retail; repair of motor vehicles 17.5

and motorcyles

Manufacturing 13.8
Real estate 3.8
Accommodation and food services 6.6

Arts, enter‘talnrlﬂent and recreation, Medium-high 6.6
and other services

Transport, storage and communication m 4.9

Mining and quarrying 0.7
Financial and insurance services 1.1
Construction 7.7
Agriculture, forestry and fishing 28.9
Utilities Low 0.5
Public administration and defence; compulsory 2

social security

Human health and social work activities 2.7

Education 3.1

Source: ILO. 2020. ILO Monitor: COVID-19 and the world of work. Fourth edition. 27 May 2020. International Labour
Organizati 2. https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/documents/briefingnote/

Note: Impact ratings are based on the ILO’s assessment of real-time and financial data (see the second edition of the ILO
Monitor, released on 7 April 2020), ILOSTAT baseline data on sectoral distribution of employment (ISIC Rev. 4) and ILO
Harmonized Microdata

Figure 1: Global Estimates of Youth Employment in Hard-Hit COVID-19 Sectors
(WEF 2021, 43)

To conclude, in terms of social challenges, multiple battlegrounds mainly require
governmental intervening. As the case example of COVID-19 shows impressively,
many factors caused these severe trends, and they are yet not simple to stop by
marginalized decisions. It needs joint global collaborative decisions that are de-
signed to address specific problems and are not made to general as seen with fis-

cal policies that totally missed the younger generations. Nevertheless, with enough
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research at the point and expertise implemented in decision-making functions,

finding sustainable solutions for these problems is possible.
4.2.2 Environment

Most likely, the first thing that comes to mind thinking about sustainability is the en-
vironmental part. For a good reason because in that regard, severe developments
have been noted in the recent decades. To visualize these challenges, the DAU
(dynamic-as-usual) model is used again to give a precise outlook on what will hap-
pen if no significant changes are made. Starting off with the Water scarcity that will
continue to worsen, OECD countries most likely managed to control the ground-
water supply and quality. Almost half of the world population might face water sup-
ply issues, resulting from the location at river basins and the ongoing exploitation
of groundwater. The last point is also part of the criticism about large enterprises
like the later discussed companies Nestlé, PepsiCo, and Coca-Cola. All that wid-
ens the gap between industrialized countries and developing countries, supporting

the growing disparities between those regions.

The next point is the continuing air pollution that is caused by increasing urbaniza-
tion. The DAU model believes that many Cities will exceed the acceptable health
standards of the number of harmful substances in the air. Despite that SO2 emis-

sions could increase by 90% and NOX emissions by 50%.

Deforestation and Agriculture emerge as a significant challenge in the future. Land
for agricultural usage is increasing, and on the other side, forests are chopped
down to provide this space. This problem is already well-considered, and even the
DAU model sees an accelerated decline in the deforestation rate from 2030 on.
Nevertheless, changes could have come too late since deforestation with even de-

creasing rates most likely destroyed all primary forests until 2050.

GHG emission and global warming are yet missing sufficient measures to be able
to stop increasing temperatures. Instead, GHG emissions are likely to almost dou-
ble 83 GtCO2 by 2050, caused by strong growing economies.

Furthermore, the survival of the majority of fish stocks is in danger. Continuing
overfishing above the sustainable yield seriously threaten many species living in

the ocean. As a consequence of global warming and therefore ocean warming and
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destruction of coral reefs, wild fang could be replaced by aquaculture-based fisher-
ies. (UN-DESA 2012, 9.)

Among all these concerning threats that could reasonably affect about 1 billion
people’s lives, there is also light at the end of the tunnel. Natural Climate Solutions
(NCS) are an increasing trend that might provide appropriate approaches to man-
aging ecological challenges. Natural climate solutions (NCS) are "conservation,
restoration and improved land management actions that increase carbon storage

and/or avoid greenhouse gas emissions” (WEF 2021a, 6).

To conclude, NCS emphasizes the importance of ecological challenges and con-

ducts the other two perspectives in that solution.

Many climate mitigation programs are lagging financial reasonability. With rela-
tively low costs, NCS also enables co-benefits such as safeguarding biodiversity
or providing jobs in local communities. These NCS trends lead to a rising Net-Zero
Commitment within the industry, and these NCS trends lead to a rising Net-Zero
commitment within the industry. Larry Fink, CEO of BlackRock, one of the biggest
Asset Management Fonds, with approximately $8 trillion under management said
that every government, company, and shareholder must confront climate change
(WEF 20214, 8), since that letter in 2020 Net-Zero commitments have almost dou-

bled with more than 700 of the largest participating companies of the world.

Among those Companies that generously invested in implementing Net-Zero goals
is Nestlé who is engaging in fighting deforestation and supporting the restoration
of forests in Ghana and Coéte d'lvoire. PepsiCo is explicitly committed to NCS,
which means helping farmers and growers as they are the first part of the value
chain that can significantly affect the forest, soil, and landscape. Other global com-
panies committed to NCS are, for example, Amazon or Microsoft from the Tech
branch who also allocated large amounts of resources into Net-Zero goals. (WEF
2021a, 6-8.)



14

The importance of NCS is even more evident, looking at Figure 2. Whether the
NCS emphasizes avoiding limiting factors like emissions or deforestation or sup-
porting replenishment or sequestration of groundwater or reforestation. McKinsey
suggests that NCS could account for a 30% reduction of Net emission relative to
2019 levels. (WEF 2021a, 10-11.)

Net carbon dioxide emissions, Gt CO, A1.5°C pathway requires

23Gt CO, net emission

50 reduction by 2030
compared to 2019 levels
P 23Gt CO, NCS can contribute to this net
Net emissions reduction emissions reduction through:
40 39 (1) avoidance/reduction
Dyj2030lsa20idllevels e.9. avoided deforestation
(2) removal/sequestration
e.g. reforestation
a0 NCS can contribute to this As there are multiple climate
net emissions reduction mitigation pathways, there

could be an even larger role

for NCS in delivering a 1.5°C
pathway than that shown by
the pathway here

through avoidance/reduction
e.g. avoided deforestation

20

10 NCS can contribute to this net
5010 2016 2019 2021 2030 emissions rSdUCtIDI:I through
removal/sequestration
e.g. reforestation

2060

. Historical emissions . 1.5°C pathway positive emissions . 1.5°C pathway negative emissions

Source: McKinsey 1.5°C Scenario Analysis (Scenario A) IPCC Special Report on 1.5°C, Le Quéré et al., 2018

Figure 2. A 1,5°C pathway requires 23Gt CO2 net emission reduction by 2030
compared to 2019 levels (WEF 20214, 11)

That being said, NCS could conduct a crucial part towards reaching the 1,5°C
pathway and limiting global warming well below 2°C where ongoing trends would

aim.

Apart from the obvious advantages of investing in NCS, numerous Co-Benefits fur-
ther attract the industry and governments to engage in NCS. Those co-benefits
cover significant environmental issues. The Woodwell Climate Research Center
found out that among those co-benefits are soil health, reducing carbon emissions,
restoring biodiversity, and managing water quality. Furthermore, it could account
for an essential part of closing the gap between developing regions of the world
(eg. global south) by enabling more resilient rural development programs. Figure 3
shows a comprehensive overview of what the environmental co-benefits really

cover to make a range of co-benefits even more transparent. Unfortunately, by
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now, there is a financial gap between the invested money and what is needed to
achieve sustainable development in those fields. Estimations believe that this gap
covers roughly $800 billion per year, which is a critical task in the next decade.
(WEF 20214a,15.)

Avoided deforestation Reforestation Avoided peatland impact Peatland restoration

p m’gg > . -

~

Avoid/ . High benefits of avoided carbon . High benefits of sequestration. . High benefits of avoided carbon Medium benefits from carbon

sequester emissions and continued carbon Patential highest in humid tropical emissions and continued carbon sequestration due to variability.
sequestration, especially in humid and temperate regions with high sequestration in trees and soil, Potential will depend on how much

carbon tropical forests, high-biomass rates of tree growth and biomass. especially in tropical peat forests methane is emitted, which may
temperate forests and large Suceess will be more predictable in and in temperate and boreal offset potential gains. This is not
temperate forested regions. in temperate regions where availability peatland forests with high soil well known and will also depend
of native trees for replanting carbon that would be released on type and local setting.
is high and replanting after harvest upon forest loss and soil drainage.
is an established practice.

Biodiversity . High and immediate benefits of . High uitimate potential to protect . High benefits across all biomes. . High benefits because of the
maintaining intact and connected biodiversity rapidly in replanted Particularly high biodiversity disproportionately high value of
forests. Benefits very high in humid secondary forests, but benefits benefits in tropical peat forests. peatland habitats. These values
and semi-arid tropical forests with take decades to be realized as High biodiversity benefits in occur across biomes.
high biodiversity, and in regions forests mature. Benefits highest by connected peatland lowland
that have high numbers of endemic expanding or reconnecting forests. Lower biodiversity benefits
species and/or high proportions of remaining forests, in regions that in higher-latitude temperate and
forest loss. have high numbers of endemic boreal peatlands that have lower

species, and those that experience overall plant and animal biodiversity.
high proportions of forest loss.

Soil health . High benefits of erosion prevention . Medium benefits of reduced soil . High benefits from avoidance of . Medium benefits of returning soils
by physical buffering of high stream compaction, increased water losses of soil organic matter that to wetland conditions that have
flows and prevention of flash floods infiltration and accelerated cycling accompany soil drainage. Benefit high organic matter input and
and maintenance of soil infiltration of soil nutrients that occur with of avoidance of acid conditions that permanent or periodic low oxygen.
by vegetation and soil fauna under reforestation and associated return follow drainage of some peat While these conditions are not
forest. Benefits likely to increase in of inputs of leaf litter. Associated wetland soils. desired in agricultural soils, they
the future with a predicted greater benefit of reduced soil loss to facilitate carbon storage and the
number and magnitude of extreme erasion follows from reduced co-benefit of nutrient removal
precipitation events compaction and greater infiltration. in peatiands.

Water . High benefits of nutrient uptake . High benefits of reductions in . High benefits of avoidance of large . High benefits especially in

quality and retention of nitrogen and erosion and soil loss caused by nutrient losses that accompany cropland regions and in locations
phosphorus by forest vegetation lower compaction, greater forest removal. In addition, avoidance that are downstream of fertilized
that prevents nutrient losses infiltration and more buffered of acid drainage water or highnutrient croplands or in locations that have
to watersheds. peaks of stream flows in releases that accompany contact with nutrient-enriched

replanted forests. drainage of some peat soils. surface or ground waters.
Cover crops Trees in croplands Avoided coastal impact Coastal restoration
s N =
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ethodolos

cal report for more details.

Figure 3. The environmental co-benefits of NCS (WEF 2021a, 17)
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Unlocking the full potential of NCS

The following paragraph gives a short summary of the process on how to unlock
NCS successfully and sustainably. In the research paper of the WEF the 6-action

plan (Figure 4) is introduced. The plan includes:

e 1. Defining net zero and corporate claims.
e 2. Highlight good practice for supply.

¢ 3. Sending a demand signal.

e 4. Improving the market architecture.

e 5. Create regulatory clarity.

e 6. Build trust.

1. As described earlier, many companies are now claiming and addressing climate
and emission issues. Nevertheless, there is no common standard for measuring
the full scope of their performance, making trajectory and comparisons to other
companies claiming similar progress quite hard.

One approach to such a common standard is the Carbon Credit system by which
companies can compensate for their GHG emissions. Furthermore, it enables an
emerging trading platform that promotes funding for developing countries and
many environmental programs. However, next to the upsides, there is criticism
about companies that only focus on a credit-based strategy that lacks critical (un-

derused) emission reduction measures.

2. The second stage features light-house projects that can be used as blueprints
for good practice within the credit system and implementing projects. Projects that
help rural regions and educate and develop new human skills to achieve a sustain-
able future. (WEF 2021a. 20-22.)

3. The third action is the consolidation of the pricing within the NCS market. In re-
cent years the market suffered low-prices resulting from an oversupply inflated
baselines and integrity issues (WEF 2021. p.24). It needs collaborative funding
programs to set the proper demand signal in order to solidify prices. This could
lead to benefits for buyer and supplier, enhance motivation for further commitment,

and lower costs for specific development projects. Furthermore, policymakers



17

might feel appealed to increase the development pipeline that subsequently ena-

bles access to more resources.
4. Part 4 addresses the theoretical structure of the market.

Starting with the key element the "currency" within the market. WEF proposes a
unified carbon unit that has legitimacy and finds its way into contracts, and last but
not least are complying with several requirements that help to trade because it

makes evaluation of the earlier mentioned co-benefits much easier.

The next point is the transparency of transactions. Right now, buyers face signifi-
cant challenges in negotiations because there is just not enough information on re-
cent trades available. A platform where brokers and other sellers should list trans-
actions would decrease market and price volatility and attract potential buyers.

5. The next point of concern is that while political agreements have been made
during the last decade, those political texts miss practical implementations and
measures. On the one hand, the industry needs binding targets to consider NCS in
their strategic decision-making, and on the other hand, it would create pressure on

those behind the average commitment to climate change.

6. The last part of the action plan is building trust in the system. Beyond technical
Issues, there has to be a common understanding of the quality and ambitions NCS
are following. Collaboration with the world's developing regions is specifically key
towards finding common ground in fighting climate change. Moreover, education

about delimitations and potential of NCS should be well communicated so that co-
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benefits are in scope and the true potential of NCS can be unlocked. (WEF 2021,
20-30.)

Define net zero and
corporate claims

Build trust Highlight good
practice for supply

6 key actions
to unlock natural
climate solutions

Create TQ @ Send a
regulatory clarity demand signal

Qi)

Improve market
architecture

(_

Figure 4. Six key actions needed to unlock natural climate solutions (WEF 2021a,
20)

4.2.3 Economic

Looking ahead, the economic future holds several challenges the industry will
need to face to reach a potentially sustainable future. First of all, the pure volume
of the industry will grow all over the world. For example, the BRIC nations will
make 40% of the world's gross product until 2050. According to a "dynamic-as-
usual" (DAU) model, the average GDP per capita of those countries might triple to
US$33000, which is roughly the current level of the OECD nations today. OECD's
average GDP per capita could likely double.

Nonetheless, the convergence between average incomes will accelerate further,
leaving marginalized economies lagging behind. This development leaves the cru-
cial question of whether economic growth is a must for the industry and the wealth
fare of a human being. (UN-DESA 2012, p.5)

That becomes more clear looking at the traditional economy like models of Keynes
and Schumpeter proposed, where money is just mediocre for exchanging goods,
services calling it a real exchange economy. Compared to the modern economy
called monetary economy, where banks have the ability to create more money for
credits, it is a new way of how the economy works and a zero-growth strategy, as
many neoclassical growth theories and supporters propose might not be feasible.
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Real exchange economies relied on actual values and the principles of making
savings before investment which causes a decrease in consumption and, in con-

clusion, results in the economy's inability to grow. (Binswanger 2009, 708-709.)

In other words, growth provided by banks that are able to “create” money for more
credit capacities. This enables companies to generate profit, and that ensures the

survival and growth of the enterprise itself. Assuming a zero-growth strategy, more
companies would become unprofitable, and the economy would begin to stumble.

(Binswanger 2021.) The best example is the ongoing corona crisis, where govern-
mental support was vital to prevent the economy from that horrific stumbling and

collapsing scenario. (Binswanger 2021.)

In a sustainability context, this raises new problems, especially those of ecological
nature, because growth, as described earlier, is also connected to the consump-
tion of energy, resources, and emissions. Binswanger admits that the growth could
be unhitched from the harmful effects of innovation, technologies, and institutional
measurements. At the same time, Binswanger also argues that innovations an ex-
cellent and crucial for sustainability efforts, but foremost the innovations have the
intention to create value and profit for the company. It is a way of improving and

greening those growth processes rather than fixing the problem (2021.)

Moreover, such international economies must meet two essential conditions. First,
business practices have to be sustainable to drive an economy based on the eco-
system called earth. Second, the exchange between business partners must be
somehow equal, not specifically monetary but indeed in value. In many practical
cases, neither of those two conditions are met. As a result of the growing intercon-
nection between economic and ecological relationships, developing countries
struggle to implement sustainable efforts for their environment because many de-
pend on the export of natural resources. Subsequently, they need to keep up with
the price war and barely invest more money in sustainable development manage-
ment. Last but not least, external capital is needed in those emerging countries,
and if these foreign investments drop out, the countries have no other choice than
to overuse their environment to maintain a slim reduction of poverty. (WCED 1987,
53-54.)
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Surrounding all these issues is the steadily increasing energy demand in an econ-
omy that is yet not ready to turn entirely into a net-zero strategy. Going back to the
DAU model, primary energy usage will increase by 80% with a share of 85% of
fossil fuels, 10% renewable energy sources, and 5% nuclear power. Improve-
ments inefficient usage and storing of energy supply will most likely not be able to
meet the immense growth in energy demand. Unfortunately, forecasts believe that
to secure food demand, much space for production will be gathered by deforesta-
tion and converging pastureland. In consequence, food prices are expected to
grow. Not surely known is how energy security in supply will affect international re-
lationships, but energy supply will likely be a scarce resource in some world re-
gions. The last point yet to come is arguably the most challenging because it is
about the origin of every life on earth - water. Hence, it has also a major part in this
thesis report in later chapters. The allocation of water and moreover accessible
water supply is at stake in the future. Increasing water demand in all industry sec-
tors will pose significant problems in impoverished regions of the world. (UN-DESA
2012, 5-6.)

COVID 19 as a Challenge for Economic Sustainability

As in the previous Chapter 3.1.1 this passage focuses on the COVID-19 and its
impact on economic sustainability. In many countries around the globe, a slow re-
covery finds its way to policy. Institutional leaders and governments choose be-
tween immediate fiscal support and mid-to-long-term structural fixes to support en-
dangered businesses further, especially MSME (Micro, Small, and Medium Enter-
prises). The economy further and further moves into a "debt-economy" and failure
rates of private loans commonly used in MSMEs are expected to increase in vari-
ous countries (Brazil, India, UK). The World Economic Forum found out that the
ongoing pandemic shut down approximately 20% of MSME's. This yeatr, in the
Global Risk Perception Survey, terms like "asset bubble burst" or "debt-crisis" con-

stantly appear throughout the research.

Yes, there are similarities to what happened in 2008, the actual fiscal policymakers
support "zombie" firms that hamper generating profits, and with meager interest
rates and high stimuli policy, they are promoted to pay their bills with even more

cheap debt. To cut a long story short, the management of "ballooning of public
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debt" is a major work field for the government and the industry that is of special ur-
gency. Urgency not only emerged throughout the explanation above, but it is also
a result of governments tending to austerity because of the actual economic situa-
tion. If so, those missing motivation to invest will significantly impact large pro-
grams towards sustainability goals such as Net Zero carbon, the global reduction
of emissions, stopping the climate change, facing digital threats, and last but not
least, limiting the possibility for innovations that might provide new technology to
achieve more sustainable efficiency. (WEF 2021, pp.63-67.)

In brief, the last paragraphs gave a narrow insight into sustainability's various chal-
lenges seen from different perspectives. The reality is that there is no more way
around emphasizing sustainability. Furthermore, as the economic perspective
shows impressively, businesses have a crucial role in taking sufficient measures to

secure a steady way to an industry that is not threatening the planet.
4.3 The ESG Principle

As already introduced in chapter 3.1, the next part of the thesis explains a modern
and commonly accepted model for sustainability in the eyes of an enterprise.
Moreover, the topic is meant to provide the basis to discuss the efforts of Coca-
Cola, PepsiCo, and Nestlé later on. Before getting into detail, every part of the
ESG model is comprehensively summarized and described to makes entry into the

subject more accessible.
Subsequently, the chapter is starting with the
E - Environmental Stewardship

Undoubtedly, environmental change is one of the most present and discussed top-
ics in business, society, and politics. Arguably the primary reason why a significant
part of published sustainability-focused literature is dealing with just the environ-
mental aspects. If it the scarcity of resources, pollution, toxins, or climate change.
Literature paved the way for Environmental Stewardship to find much more atten-
tion in global businesses. (Hedstrom 2018, 54.) Besides that, it has profound cred-
ibility because even though carbonate emissions decreased by 8% at the end of
2020 because of the ongoing pandemic, reaching the global aim of limiting global

warming to 1,5 degrees would need the same development for the following years
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to come (World Economic Forum 2021, 23-24.) Environmental Stewardship can be

divided into three central elements.

e 1. environmental footprint - .operations
e 2. supply chain impacts

e 3. environmental footprint — products.

According to point one, C-suite executives emphasize the "zeroing" trend in man-
aging their operations. Whether it is the sustainable gathering of resources or the
well-thought choice of suppliers and goals concerning climate neutrality (net zero).
There are numerous tools and measurements for managers to drive operations

sustainably.

Point two is one of the most promising that holds many potential and opportunities
for companies but, vice versa, many risks. The mindset changed; executives un-

derstood that they are now responsible for all emissions and effects of products to
be sold throughout the whole value chain. Supplier evaluation and monitoring sys-
tems were established, and even supplier codes of conduct are standard tools for

aligning strategies towards environmental goals.

The third element reshapes the core business of the enterprise; its products. Prod-
ucts that are not confirmed with modern sustainability measures were sorted out
and left the market, whereas new technologies and products are rising. Consider-
ing the automotive industry, those development is more vibrant than ever before.
The leading players like VW or Daimler adjust their budget towards electromobility,
facing great examples like Tesla. (Hedstrom 2018, 57-59.)

S - Social Responsibility

The first thoughts concerning social responsibility among management boards
were human rights and labor conditions. Today the term includes much more than
that. Furthermore, fields of social responsibility can be divided into inner and outer
actions. The inner organizational advancements include already mentioned human
rights, but also work-life balance equality of income, diversity, and security. Outer
organizational responsibilities include security for customers, business moral and

ethics, human rights, and well-being of corporate citizenship. (Gull 2019, 115.)

Concluding key elements towards social responsibility three elements are focused.
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e 1. own operations (Inner org.)
e 2. supply chain (Outer org.)

e 3. community investments (Outer org.).

The first element's function is to create a culture for inner organizational stakehold-
ers that is welcoming and a "great place" to work. The toolbox of creating that kind
of culture includes leadership programs, workshops, and training for sustainability

but leading organizations also use wellbeing programs to enhance their compa-

nies performance.

The social supply chain is similar to the second point of environmental elements
described earlier. Companies should implement a trustful and collaborative rela-
tionship with their suppliers based on performance indicators to ensure that they

keep on track with the company's restrictions.

The third element includes image building intending to acquire great talent and to
provide equal chances for job opportunities. (Hedstrom 2018, 65-66.)

G - Governance and Leadership

This part of the ESG principle is the foundation that holds everything together. If
companies do not invest sufficient effort and resources on this topic, they will fail to
reach their goals from a mid to long-term perspective. The Governance of a Com-
pany reveals insights to relations to various stakeholder groups, strategic direction,
leadership, and the executive board. Therefore, the subject can be divided into

seven key elements:

. vision, mission, values
. ceo leadership

. the board of directors leadership

1
2
3

e 4. goals and metrics
5. culture and organization
6. stakeholder engagement
7

. disclosure, reporting, and transparency (Hedstrom 2018, p.38-39.).

Especially in the American Market, those elements are of significant importance
because investors are highly considering reporting the Climate-Related Financial

Disclosures (TCFD), which summarizes company'‘s effort according to those seven
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elements. (Hedstrom 2018, 40.) It all starts with point 1. Having a unified vision
that sets a framework and a meaning for the company is essential to dictate pri-
vate actions as well as to perceive the wished external perception. Not less im-
portant is to have the right management board at the company that can transfer
these values and mindsets into strategies and practical actions. Continuing with
point 3, the supervisory institution for the management. This time, it has the func-
tion of evaluating the performance, risks, and opportunities of sustainability. This
special oversight should enable fast adaptability to ongoing and future trends as
well as to minimize shortcomings in the sustainability issues. Moreover, both men-
tioned groups are responsible for tracking performance via metrics or scorecards
to reach earlier set goals. Point 5 discusses the environment within the company
that needs to align with point 1 and also provide space for individual freedom and
innovation for new ideas about sustainability. Thus closely connected to the next
point, which is the communication about sustainability to external stakeholders in a
constructive, productive, and helpful way to develop a sustainable business. In re-
cent years reporting and transparent records of sustainability and especially within
the supply chain rise in the level of attention. Today, companies that can use this
development to their advantage have more opportunities for credibility to institu-
tions, private investors, hedge funds, and a resilient, sustainable brand image that

can significantly accelerate the business. (Hedstrom 2018, 39.)
4.4 Value Creation by Corporate Sustainability

This chapter takes the thought of Corporate Sustainability even further, analyzing
the changing perception of ESG in the industry, looking to committed leaders,
showing the theory of an ESG business model, and last but not least, reviewing

the investor perspective towards ESG performance.
4.4.1 Old versus New Thinking

Corporate sustainability is a nascent form of the sustainability debate that focuses
primarily on changing how a company understands itself. To take this thought fur-
ther, a significant shift in everyday business practices has happened and is still

emerging throughout the economy.
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The traditional sense of corporate business has its roots a century ago. Back then,
prominent economists and people in business pledged the understanding of how
to drive a profitable business. Professionals like Michael Porter, Bill Henderson
(Boston Consulting Group), and Fred Gluck (McKinsey), built strategies to, create
value for all stakeholder groups and creating a product that suits the market de-

mand.

Those principles that defined the markets, companies, education, and innovation
have now arrived at a milestone of emerging change. Being asked about the rea-
son for environmental problems often the economy is the first suspect in debates.
First seriously noted literature was published about the millennium change, which
brought real evidence and new ideas into the conversation that corporate organi-
zations can operate profitable and do good at the same time. (McAteer 2019, 48-
49.) Today this development led to profound strategies on how to structure and
drive sustainability within the companies’ operations. That is why leading consul-
tancy firms like the Boston Consulting Group or McKinsey worked out detailed
plans to help their customers boost their ESG performance. The rising subject of
creating shared value for both business and society was also picked up by Michael
Porter, who suggested aligning the economic value creation process with directly

addressing challenges in society. (McAteer 2019, 49.)

The discussed "Green Growth" principle describes managers' decision-making
process within companies that have the responsibility to make investments. In
such a scenario, a manager would always choose the growing topic of sustainabil-
ity for investments instead of more traditional investment opportunities to find solu-
tions for energy supply, packaging, and raw material. Subsequently, those con-
cepts exclude decisions that directly or indirectly support inequality or have a neg-

ative environmental impact. (McAteer 2019, 49-50.)
4.4.2 The right Leadership

The upcoming question that still needs an answer is who and how a company can
make the first step towards a sustainable business portfolio. It starts with the lead-
ership of the company. In an enterprise in the 21st century, leaders are not only
defined by their adaptability and skillset to create a long-term strategy and struc-
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ture for the company. Indeed they need to be great communicators within the or-
ganization and from the inside out. That unique skill set then enables them to have

credibility and support from the organization behind them. (McAteer 2019, 81.)

That being said, Lenox & Chatterji believe that the new generation of c-suite man-
agers understood the paradigm change, that the fundamental goal of truly leading
enterprises goes way beyond maximizing shareholder profit. Moreover, their stra-
tegic orientation is the origin of sustainable, innovative products and services as
well as a sustainable business environment. (2018, 61-65.) Nevertheless, even the
most decisive leaders have to ensure that their vision and ideas on implementing
sustainable operations are worth allocating well-needed resources. However, com-
ing back to the sheer investment that needs to be made, it is often a subjective de-
termination of the apparent risks connected to the investment. That is why
McAteer describes a possible approach to managing those risks as the "demon-
stration project”. (2019, 82) Those demonstration project aims to make the some-
times-abstract defined goals for sustainability accountable and in business sense
measurable in terms of the return on investment. Bespoken projects include en-
ergy efficiency, waste reduction, material efficiency, packaging optimization,
transport efficiency, and recycling or remanufacturing (McAteer 2019, 83). They
can solve short-term challenges like minimizing costs and supporting the brand im-
age, but they fail to enable full access to new market opportunities and limit inno-
vation. (McAteer 2019, 83.)

The following part explains a 6 step plan for leaders to fully embrace sustainability
in his/ her company.

1. In many cases, sustainability and its challenges have an interconnection to vi-
brant emotions, an excellent leader can bundle those emotions to enhance the
employee's performance. That is why the first step is about defining the role as a
leader and explaining tasks and responsibilities connected to it. If the leader can
authentically communicate the new goal, he might see an acceleration of his em-
ployee motivation that can be the first crucial factor in seeing great results in the
triple-bottom-line performance. Moreover, and even more important than that, for
external groups, authentic and trustworthy communication is key to creating long-

lasting cooperation and relationships with the stakeholders. In most cases, one
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leader is not enough to develop excellent HR is vital to drive sustainable excel-
lence. By that, leaders have to be exemplary for the other employees to benefit
from coachings, mentorships, and training. Leaders can be seen as teachers who
build a team around them that can snowball through the whole organization. In ad-
dition, the ability to see investment opportunities and to have the courage to make
responsible decisions with their team is a major skill for such leaders. To catalyze
ideas from the team and remove barriers for innovation are bricks to create new

value, leverage, and speed throughout the business.

2. The second step is about communicating new business goals to motivate
and encourage employees to become a real part of the journey towards sustaina-
bility. The task is to rethink the prevalent structure of business goals in a broad,
high-level conversation with internal members of the company. The outcomes then
need to be converted into projects, teams, and last instance metrics to make them
accountable. An example of an example metrics is shown in figure 5, such a met-
rics helps later to communicate the companies performance in different aspects of
sustainability. For example, a company could make assumptions on the part of the

revenue acquired from sustainable efforts.

3. Moreover, companies and their leaders have to work out programs that point
out their commitment's social effect. In order to make this work, these pro-
grams need to be transparent and communicated clearly on a variety of media

channels.

4. The next point is the reunion of some points mentioned above. Leaders need to
train and educate their employees on the fundamental principles of Sustain-
able Development Goals (SDGs). They can close the gap between the skills and
capacity that is already there to the required knowledge, expertise which is re-

quired to reach the committed goals. Subsequently, the more precise the set goals
are, the more detailed process needs to be implemented to develop or acquire tal-

ent in the sustainability field.

5. & 6. Step five and respectively 6 are all about innovation. In other words ena-
bling innovation through the whole value chain. The task leaders have to solve is
setting up the proper structure and environment so that every department of the

company can contribute and have the right idea on creating innovation in their
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specific fields. For point six, every stakeholder group is considered to bring in

ideas for innovation and thus will need an even more complex system to gather

and catalyze this information input. (McAteer 2019, 84-95.)
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Figure 5. Sustainability Scoring Exercise (McAteer 2019, 87)

4.4.3 Business Model

Solid and resilient companies are already working on superior business models

that meet the new thriving factors that push businesses to change. Among others

are rising expectations for a powerful corporate organization, growing demand in

trajectory, ESG performance tracking, and ESG integrated performance investing.

The Boston Consulting Group defines two factor groups that shape the sustainable

business model. On the one side that catalyzes businesses' ability to create value
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such as planetary boundaries, governmental restrictions, or social needs. On the
other side, the factor group re-opens a broad space to create value and ad-
vantage, addressing the SDG goals and providing solutions for social and ecologi-
cal problems. BCG found that a resilient, sustainable business model has to in-
clude the following features (Figure 6). To make the final and fundamental goal of

value and leverage creation happen, the business model must be the intersection

Sustainable business model innovation. ..

Helps companies reimagine their strategy and business models to improve
in the face of environmental and societal trends

Embeds environmental and societal value into companies’ value chains, products,
and services to

Transforms environmental and societal challenges into
for the business

Creates value for and leverages

to support business initiatives and
for environmental and societal impact

between creating business and shareholder value and creating social and environ-
mental benefits for stakeholders. Thus, it makes it possible to truly enhance ESG

performance while still having a strong financial backup. (Figure 7)

Figure 6. Sustainable business model innovation ... (BCG)
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Strategies and business models built with SBM-I create business
advantage and environmental and societal surpluses

Create environmental
and societal surpluses
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Total Total societal
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impact and ESG

o Ec performance

Figure 7. Strategies and business models built with SBM-I create business ad-

vantage and environmental and societal surpluses. (BCG)
4.4.4 Investor Perspective

Although there is no simple answer that sustainable companies at stock market
perform better than others and statistically, there is no evidence of such a phe-
nomenon. However, the term ESG is getting more and more into the frontline. The
most prominent institutional asset managers recognized that climate change is not
only a risk for the environment but for the economy itself. Natural disasters endan-
ger global supply chains, customers want sustainable goods, companies have to
make significant changes to meet governmental regulations. For this reason, ESG
Is getting more involved in substantial investment decisions. Some even argue that
the monetary market slowly becomes an environmentalist. The MSCI world index
includes 3000 companies in industrial and emerging countries and mirrors 85% of
global market capitalization. The smaller subsidiary index called MSCI world SRI
index (SRI= Socially Responsible Investing) only features companies that have ex-
cellent ESG performance. Subsequently, the total number is just about 550 com-
panies. Nevertheless, the SRI sub-index outperformed its mother index by around
4% in 2020. This year, however, this development is not noticeable due to tech
companies' relatively weak performance, which is included in the SRI index, com-
pared to last year's tech hype. In 2012 $14 trillion has been invested in ESG sus-

tainable stocks, 2020 according to different assumptions, this number is likely to
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pass the $40 trillion mark. This leaves no doubts that there will be a performance
premium for ESG stocks in the future. Shortly said sustainable companies will earn
significant profits. (Herles 2021.) However, even if investors believe in green prof-
its, there is always an individual risk-reward evaluation. As Lenox describes, most
investment cases can be assigned to disruptive technologies. It means that these
investments aim for the long-term and partly addressing such deep-going global
challenges that funding capital needs exceptional patience and an Investor that
can handle the trade-off between financial return and societal benefits acquired
through the investment. (Lenox & Chatterii 2018, 93-94.)

4.5 Sustainability in the Supply Chain

This chapter deals with the Supply Chain effects on sustainability and the percep-
tion and commonly used practices in today's enterprises. Furthermore, it provides

an explanation of why it is worth striving for a NET ZERO supply chain policy.

In one of McKinsey's studies about sustainability, they asked an expert about the
actual impact of sustainability measures on three core fields of management:
growth, risk management, and Return on Capital. Especially in the point RoC they
found that managing the impact of supply chain processes makes a good quarter
of respondents said that they emphasize supply chain management at a high
stake to enhance the RoC. Additionally, doubled respondents agreed that re-
source management, such as water, energy, and waste, is vital to RoC. (Bové et
al. 2017) That is being supported by the rising number of respondents who believe
that activities across these core fields will create future value for the company. At
the same time, the general perception is closely connected to the specific indus-
trial sector. In the automotive, mining, and retail industry, more than 60 percent
said that they see supply chain management as a significant task to unlock poten-
tial value. (Bové et al. 2017.) In the annual third-party logistics study, theory be-
came even more evident as they asked interviewees about the drivers for the
"greening" of their supply chains, and the sobering answer is that there is no clear
answer. It is a complementary set of the reason that motivates people to engage
sustainability within their supply chain. The financial side is well concerned as well
as public perception, such as brand image and meeting governmental regulations.

Being asked about their recent commitments, a large majority reported that they
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use optimization (e.g. route, load consolidation). Other activities include voluntary
projects (e.g. Smartway), alternative fuels and tracking, and profound reporting
systems for emissions. (Long 2020, 26.) These findings underline a common un-
derstanding of the connection between supply chain management and sustainabil-
ity performance. In the recently published reports of the world economic forum,
supply chains have significant leveraging effects, especially for B2B businesses as
they usually have higher environmental footprints at the end-to-end value than
from their own operations. Thus, companies could address complex acknowledge-
able sectors in countries with which they would have difficulty reaching out. In fact,
50% of all emissions can be assigned to 8 industries (FMCG, electronics, food,
fashion...), often controlled by a few global companies. Knowing that supply chains
have a significant impact, the effects to end consumers are comparatively small as
expectations recognize increased converted end-consumer cost of 1-4% mid-long
term when encouraging a net-zero supply chain policy. However, things are not
that simple operating in international supply chains concerning gathering vital data,

which is necessary to set profound goals. (WEF 2021b, 6.)

Before showing how to manage even those difficulties, this chapter will focus on

the GHG protocol published by the Boston Consulting Group.

The protocol includes 3 Scopes visualizing the companies footprint through its
whole value chain. Scope 1 is representing all impacts resulting from its own oper-
ations. Subsequently, Scope 2 covers all emissions issued by third-party compa-
nies that sell energy sources to the company. Scope 3 is showing the upstream
supply chain as well as the downstream supply chain. Upstream scope, including
the procurement operations and issued transportation of complementary raw ma-
terials. On the other side the downstream scope including transport to customers
and the emissions resulting from the final usage of the service or product. (WEF
2021b, 7.)

The following is a nine-step action plan dealing with an approach to handle supply
chain complexity in providing transparency, accountability, and finally establishing
a corporate strategy that is fundamental for a long-lasting successful partnership

with suppliers.

Stepl Platform Integration
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To start off the process, the featured company has to enable a common platform
accessible by all partners in the supply chain. This is vital to enable comparison
between global emissions that subsequently help select suitable suppliers and
gives the supplier direct feedback on its performance. In the final state, the plat-
form should be a tool to visualize the whole emission output of the product life cy-
cle. Subsequently, it should provide the base for further amendments and deci-
sion-making. (WEF 2021b, 27.)

Step 2 Goals

Obviously, the public communication of goals and the connected commitment to
goals is essential to create the driver to acquire the knowledge and skills to con-
vert high stake goals into practical actions. Forming groups and alliances in the in-
dustry can accelerate the motivation within the industry to address these environ-
mental issues. Furthermore, a well-led alliance can open new funding opportuni-
ties for its members. (WEF 2021b, 28.)

Step 3 Redesign of Products

When it comes to products, differentiation between series production and unique
innovational products have to be made. Usually, it is very hard to change the en-
tire footprint of a product in series production. Instead, a possibility is to work on
the efficiency in the production process, such as energy consumption. With other
products, R&D offers a broad frame of possibilities, for example, selection of raw
materials, recyclability, changing production procedures, or suppliers. (WEF
2021b, 29.)

Step 4 Value Chain

This step is primarily about the make or buy decision. Companies are increasingly
in the situation to decide to choose between inbound or outbound operations, for
example, through third-party logistics providers (3PL's). The answer is hidden in
the strategic decision-making and vision of the company because the supply chain
structure is a crucial decision for every company. Deciding to "make" might enable

more resiliency in a disruptive future. (WEF 2021b, 29-30.)

Step 5 Trajectory of Procurement Division



34

This step directly addresses the procurement division as it significantly impacts the
company's financial performance. In order to increase the division's performance,
the supplier selection should be executed by two principles: The first is to impose
standards based on industry terms. Additionally, they need to be transparent and
visible to tenders. The second principle is to give the suppliers the chance to set
their own standards. This can lead to more commitment and motivation through
more achievable goals. However, it is even more complex to keep oversight, and

there is a risk that set goals might collide with the superior net-zero targets.

Despite these principles, the supply chain management should strive for strong
collaboration with their supplier through workshops, education, and steady com-
munication. In the final state, an implementation of metrics to monitor performance
is indispensable for the procurement division. Moreover, it can make sense to in-
troduce a reward system that is another motivational factor to increase suppliers'
commitment. (WEF 2021b, 30.)

Step 6 Joint effort

There is not much to add to this header. The company should search for possibili-
ties for co-investment to split the risk. Thus the company can also address its
emissions output when operating in an industry where technology for decarboniza-

tion is still in early stages and therefore more expensive. (WEF 2021b, 32.)
Step 7 Engagement

This step is continuing from the first thoughts of Step 2. In many cases a good op-
portunity is to join sector initiatives, acquire certifications and explore political rec-

ommendations to enable accessible funding channels further. (WEF 2021b, 33.)
Step 8 Meet buyer needs

While companies within an industry establish a green market with joint projects
among value chain partners, policymakers set the playing field for beneficial eco-
nomic value. The economic value can be accelerated with the number of partners
included in such a green market because a more extensive ecosystem brings

more assets and potential customers. (WEF 2021b, 34.)

9) Governance
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As conducted earlier, the supply chain is a mirror image of the company. That is

the reason why a net-zero supply chain is an enormous change. Among the fac-

tors of a successful change is a well-working metric system on a transparent sup-

plier platform where information exchange is done in real-time.

Finally, excellent governance is needed to align the core business with decarboni-

zation to ensure the company's sustainable development. (WEF 2021b, 35.)

Create transparency Optimize for CO,

Bulld value chain emissions
baseline and exchange data
with suppliers

Redesign products
for sustainability

Set ambitious reduction
target on Scopes 1-3 and
publicly report progress

Design value chain/
sourcing strategy
for sustainabillity

Enable your organization

Source: Interviews with 40 climate-leading CEOs
and their teams and experts in Q3+4 2020, BCG
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Figure 8. Nine supply-chain initiatives chief executive officers should push for

(WEF 2021, 27)
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5 Beverage Industry

5.1 The Shell Industry: CPG

To understand the non-alcoholic industry, the thesis will lunge a little wider frame-
work. This chapter takes a deeper look into a case example in order to show how
one of the biggest global industries faces sustainability. Moreover, it will reveal
how companies act to comply with emerging requirements or drive innovation to

become experts in the field.

The non-alcoholic beverage industry is embedded in the Shell industry of Con-
sumer Packaged Goods (CPG). This holistic approach will enable the thesis to lo-
cate the impacts of the featured companies later on. CPGs are defined as prod-
ucts that customers like you use almost daily and restock frequently — These in-
cludes food, beverages, toiletries, over-the-counter drugs, and cleaning products.
(Robinhood 2021.)

Therefore products can be recognized by some distinctive characteristics. To
make these more visual, the example is the Coca-Cola bottle. Imagining a person
who really loves a coke, this person could count a coke as a product for daily us-
age. Now imagine that this person could be one of the thousands having the same
mindset. Subsequently, Coca-Cola would have to restock and produce their bever-
age frequently. At the same time, the drink has to be affordable for everyone to be-
come a product for daily usage. Besides personal traits, the product has to be sold
in high amounts and distributed in large quantities and to a wide variety of retail-
ers. The last characteristic is that these products have a relatively low engage-
ment. For a coke bottle, it becomes more clear comparing a buying decision be-

tween a smartphone and a bottled soft drink.

The CPG industry is highly competitive and contains enormous revenue potentials
for its competitors. Nevertheless, consumers budget is limited, and shelf space is
rare. Furthermore, the industry is quite resilient when it comes to global economic
recessions since the products cover the customer's basic needs. Before switching
to the relevant scope of the thesis, there is a quick outlook on nascent trends
within the CPG industry. The first trend is the emerging trend for global companies

to create high-performance in-house software. So that their R&D departments can
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work continuously on the optimization and innovation of products while simultane-
ously enter testing and approval phases. A fast-developing field is data analytics to
study consumer behavior and create personalized ads on social media platforms,
Google or Amazon. Moreover, in recent years, companies have entered the direct-
to-consumer market and saw high profitable business outlooks. That is partly
caused by the significant rise of the e-commerce industry during the pandemic.
Apart from that, it brings even more competition because established brands have
to face these challenges to keep their margins as direct-to-consumer businesses
save intermediaries' commissions. Additionally, these direct-to-consumer brands
tend to use subscription-based payment models to build a quickly growing cus-
tomer base. Other effects caused by the pandemic are the click and deliver busi-
ness (Gorillaz or amazon prime now) or the click and collect model emerging
through many grocery stores worldwide. Last but not least, and the critical point in
this thesis, ESG performance is on the urgent agenda as consumers demand
more transparency of the production&manufacturing, packaging, and labeling of
CPGs. (Robinhood 2021.)

5.2 Non-alcoholic Beverage Industry

The non-alcoholic beverage industry directly prospers from the continuously grow-
ing demand resulting from steady global population growth. In the last instance,
development is being noted looking at key data that evidences this growth with a
steady growth rate of above 5%, peaking at an expected 11,3% this year caused
by a tailwind from the corona recovery. Expectations reaching out, admitting that
the industry has the potential to almost double its cumulative market revenues
from 2013 (roughly $797.886M) by 2025 approaching $1.441.158M. (Statista
2021a; Statista 2021b.)

But what types of products are covered within the beverage industry? The market

covers:

e water
e milk and diary drinks
e carbonated soft drinks (CSD)

e fruit and vegetable juices
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e new drinks (energy drinks, sports drinks, ready to drink teas and coffee).

Comparing these types by its sales volume, water is leading the list with 450,5 bil-
lion liters (34,9%) followed by milk and dairy drinks with 233,4 billion liters (18,1%),
almost heads off with CSDs accounting for 211,9 billion liters (16,4%). The last
categories lagging behind with 80,8 billion liters of juices (6,3%) and 71,6 liters of
"new drinks" (5,5%) (Statista 2020, p.6-7.) NOTE: percentages exclude the alco-

holic beverage industry.

Besides the various types, all of them follow the principle of taste beats the "what
is good for you" rule. The flavor is the starting point of successful brands in the in-
dustry and vital to be competitive. Before finally getting to the real business of
looking at the leading brands in the industry, one of the industry's major battlefields
in terms of sustainability is at stake. Looking at the different packaging types being
used in the industry, a significant amount of 30,7% results from PET. The second
biggest packaging type are glass bottles accounting for 23,4%. Other packages in-
clude cans 18,4%, cartons 10,8% and other types 16,7%. (Statista 2020, 8.)
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6 The leaders in the beverage industry

6.1 Coca-Cola

Without any doubt, the Coca-Cola Company is one of the most influential, power-
ful, and successful brands worldwide. The in Atlanta-based Company contains
roughly 200 brands with which it earns $33,0B net operating revenue. Within its
135 years on the market, its most robust market share shifted to Latin America
with 28%, Europe, the middle east, and Africa, which also accounts for 28% total.
With a market capitalization of $235,9B the Coca-Cola system covers roughly 225
bottling partners, operating with around 900 bottling plants, having more than 700k
people on the payroll, and run 30M retail customer outlets. (The Coca-Cola Com-
pany 2021, 12.) All that results in an enormous brand value of almost $38.000M in
pure brand value. Adding their subsidiaries Sprite and Fanta with another $8.000M
in brand value, Coca-Cola outpaces every other competitor by more than 100%,
as the next follower is PepsiCo with almost $19.000M brand value. (Statista
2021c.)

The operations of the Coca-Cola Company can be divided into the supply of fin-
ished goods and selling concentrates and syrups to its licensed bottling partners
that add water and sweeteners prepare to package and as the final stage distribu-
tion of the finished beverages. (The Coca-Cola Company 2021, 13.)

Water Leadership

The Coca-Cola Company (CCC for shortening) understands itself as a Forerunner
in managing the water resource in its operation. It emphasizes the triple R strat-
egy. Reduce, Recycle, and Replenish, with those guidelines, Coca-Cola wants to
establish the company as a flagship operation for managing the water resources.
So far, the company claims various achievements in recent years. Among those, a
net reduction of 19% of total water (2,26/L to 1,84/L) within ten years. The replen-
ishment reached more than 100% of used water in 2015 already that helped the

CCC to provide access to water for more than 13.5M people.

Apart from that achievement, the company admits that 39% of the production vol-
ume was generated in countries with severe water scarcity. Subsequently, the

company understood that water is essential for many vital production sites in
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America and Asia. Therefore, the company evaluated water scarcity risks and es-
tablished a strategy to build its flagship "water leadership" and support partners in

the downstream supply chain.

The strategy of the CCC is implemented to create significant impacts on its opera-
tions and to realize ambitious goals until 2030. Their vision is to increase water se-
curity, source ingredients and touch people’s lives by improving water availability,
guality, access and governance. (The Coca-Cola Company 2021.) Being embed-
ded into diverse goals based on a 100% replenishment policy the company com-
mits itself to keep at least a 100% rate of global replenishment from its direct water
usage caused by its operations. Thus, should enable the company to achieve su-
perior efficiency in the water use among the operations. Moreover, it should pro-
vide opportunities to create access to water and sanitation for those who are not
privileged to have stable access to clean water, focusing on women and girls.
Lastly, it should help to improve and accelerate the performance according to wa-
tershed health.

In a profound analysis, the CCC found that agricultural operations account for 92%
of its total water consumption. 1% for packaging, and the 7% left shared between
manufacturing, distribution, and cooling&dispensing. That being said, it becomes
clear that sustainable agriculture (featured later) is crucial for the overall sustaina-
bility performance for CC. (The Coca-Cola Company 2021, 20-23.)

2030 WATER STRATEGY OVERVIEW

water where we source ingr and touch people’s lives by improving water availability, quality, access and governance.

2030 Desired
Outcome

REDUCED SHARED WATER CHALLENGES ENHANCED COMMUNITY WATER RESILIENCE IMPROVED WATERSHED HEALTH

2030 OUR OPERATIONS OUR COMMUNITIES OUR WATERSHEDS
Global Goals Regenerative water use and Access to water and sanitation, and resilience, Measurable contribution
advanced efficiency with a focus on women and girls to watershed health

+100% regenerative water use in all leadership locations «100% of priority communities supported with water +100% watersk ip fon in
« Drive advanced water efficiency improvements in and sanitation access priority watersheds
water-stressed contexts' *100% WASH (water, sanitation and hygiene) provision + 100% advanced water management practices for
« 100% compliance with global water stewardship in bottling system and supply chain ing grown in regions
requirements * Support community climate adaptation and recovery

High-level
Targets

Global

Replenishment Maintain at least 100% global replenishment of direct water use through contextualized interventions for operations, communities and watersheds.

Priority Levers

for Change ADVOCACY AND GOVERNANCE / COLLABORATION AND COLLECTIVE ACTION / TRANSPARENCY AND REPORTING

Figure 11. 2030 Water Strategy Overview (The Coca-Cola Company 2021)
Sugar

Earlier in this chapter, a key success factor of the beverage industry was revealed.

The Taste is crucial to establish a brand in the highly competitive industry. Taste,
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especially in drinks, is closely connected to added sugar. Drinks with more sugar
tend to taste better for the majority of people. However, CC is working hard to
transform most of its 200 master brands by implementing several actions, includ-
ing a pure reduction of added sugar, to introduce and develop smaller packaging
sizes to allow the consumer to control their sugar consumption. Furthermore, they
strive to cover a broad range of different drinks that benefit nutrition while still be-
ing tasty but not harmful, including famous brands like Fuze Tea, Aha Sparkling
Water, or POWERADE.

To put it in numbers, health authorities worldwide suggest a slight margin of 10%
of added sugar through adult's daily calories as the limit. To meet that recommen-
dation CC built resilient brands that are either recognized as zero products or low
sugar products. The CCC claims that 18 of 20 top brands are included in these
groups, while 36% of their whole portfolio is considered low- or no sugar brands.
(The Coca-Cola Company 2021, 26-29.)

Waste

In a "world without waste," CC wants to reshape its whole packaging towards
100% recyclable materials. In fact, that ambitious goal is meant to be met by 2025.
In 2020 the company reported 90% of packages being fully recycled. Additionally,
CC commits to use 50% of already recycled materials for their packaging by 2030,
whereas in 2020, 22% recycled mixed materials and 11,5% PET plastic have been

used in packaging.

In order to reach these ambitious goals, the company has to be innovative and ad-
dress its most often used package material - PET plastic. CC assumes that
roughly 30% of total sales offers at least one 100% PET plastic using brand.
Among the most notable highlights for innovative packaging solutions was a label-
less 100% r-PET bottle for one of CC's nutrition brands that benefit sorting and the
recycling process. In the packaging mix, CC uses various materials a quarter con-
sisting of aluminum and steel, 45% PET plastic, and 11% refillable glass & pet
plastic. The remaining part is a shared mix accounting for 4,4% consisting of car-

tons and juice boxes, non-refillable glass, and pouches.

Since bottling companies mostly manage the packaging business of Coca-Cola,

addressing its partners to realize its climate goals is a crucial part of CC's agenda.
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The CCC built resilient partnerships worldwide to realize many different projects
that range in the ESG environment. Collective and collaborative actions are there-
fore substantial to create value for internal and also external stakeholders. With
the commitment in the U.S. plastics pact 2020, CC is now part of a joint organiza-
tion that has the power to impact and set legislation for new standards in recycling
and packaging. (The Coca-Cola Company 2021, 30-32;34.)

Climate

Coca-Cola wants to become net zero in 2050, navigating through mid-term with a
25% GHG reduction target by 2030. The targets derived from global authorities
and scientists recommending a 1,5-degree pathway to mitigate global warming. In
chapter 3.5, supply chains and their impact were analyzed, and now there is prac-
tical proof that managing the supply chain is vital to reduce a companies carbon
footprint. Within the supply chain, Cooling and dispensing account for around one-
third of the total emissions. Another third comes from packaging processes and
20% from ingredients (e.g. agriculture), and 20% from manufacturing and distribu-
tion. Targeting the reduction of carbon emissions needs innovation, efficient pro-

cesses, alternative fuels, and, most importantly, engagement.

That is why must get aligned with the companies commitment. In order to keep
suppliers engaged, CC required 149 key suppliers to report to CDP (a non-profit
global disclosure system), advancing sustainability goals. (The Coca-Cola Com-
pany 2021, 35-37;39.)

Agriculture

To address the most important part of the CC supply chain, the company intro-
duced its new strategy called Principles of Sustainable Agriculture (PSA). It is built
to create a connection between many challenges, including climate, water re-
sources, human rights, and women empowerment. The CCC works to create a
long-term collaborative partnership with its partners and suppliers to drive the new
agricultural strategy. CC claims that 56% of its ingredients were sourced sustaina-
ble in 2020, making a 2% growth compared to the previous year. However, the
main focus is on growing crops in a sustainable and benefitting way for all part-
ners. CC emphasizes close cooperation with WWF and other institutional exper-

tise to create profound knowledge about resources and risks embedded in the
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supply chain. In that regard, CC conducted many studies on crucial resources like
sugar cane for setting up projects and create transparency in inherent and emerg-
ing risks of farming these resources. Moreover, for CC, partnership means en-
hancing the overall transparency of the ingredients being consumed in the supply
chain. The excellence CC sets for itself in reporting their performance should en-
courage all stakeholders to increase the commitments towards crucial ingredients
like cane sugar, corn, and orange juice. (The Coca-Cola Company 2021, 40-41.)

Communities and People

Being the most valuable brand in the industry, CC is well aware that its operations
affect hundred of millions of people worldwide. With the Coca-Cola Foundation,
the company can look back on successful investment programs that aimed to im-
prove people's lives. Simultaneously, governance excellence is vital to ensure sus-
tainable growth, and with that, CC decided to decrease its positions worldwide. In-
stead of improving and growing its company network, especially in the face of the
pandemic, it is part of a new organizational structure. For a company with 80.300
employees in its core business and over 700k, including the supply chain partners
tracking the performance and focusing on detailed compliance is realized through
regular audits held with supply chain partners. Partners are encouraged to follow
CC's Supplier guiding Principles (SGPs) that are closely connected to the compa-
nies Human Rights Policy. With 2279 audits conducted in 2020, the company en-
gaged in respecting human rights by evaluating risks for communities and people,
focusing on child labor, forced labor, and land rights. Whenever risks were identi-
fied CC directly to fix these issues with collective support from stakeholders and
SC partners. (The Coca-Cola Company 2021, 44-45)

Finally, enabling women was one of the fundamental parts of the CC- Foundation
in 2020. The company was excited to announce that the goal set in 2010, "global
initiative to enable the economic empowerment of five million women entrepre-
neurs by the end of 2020." was exceeded with six million women with economic in-

dependence. (The Coca-Cola Company 2021, 46.)

In 2020 the overall spend of the CC foundation resulted in $139,1M with a 40%
share of Covid-19 contributions and $4,7M spend on social justice projects that

aim to improve diversity, equity, inclusion, and racial equality (+$800M spent in
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overall company investments). That makes 1,9% of operating income invested in
social regards and a total spend of more than $1,2B since its foundation in 1984.
(The Coca-Cola Company 2021, 50;53.)

6.2 PepsiCo

PepsiCo is the second largest beverage brand worldwide. However, its product
portfolio also includes snacks and other everyday nutrition. Accounting for all its
brands, PepsiCo claims a total brand value of $23 billion. Those conglomerated
brands were able to generate net revenue of more than $70 billion in 2020. Oper-
ating and selling their products in more than 200 countries and territories, PepsiCo
is also responsible for more than 290k employees. (PepsiCo 2021.) Among their
Top Brands are Pepsi Cola, Lays, Mountain Dew, Lipton, Stacy's, Mirinda, or Ga-

torade. (PepsiCo n.d.)

Formulating 2030 goals, PepsiCo wants to enhance farming practices on seven
million acres, eliminate 3 million tons of GHG emission, positively impact the liveli-
hoods of more than 250k people in the agricultural scope of the value chain. Last
but not least, a crucial part of their ambitions is the sustainable sourcing of their in-

gredients.

Strategy wise PepsiCo focuses on six elementary stages. Agriculture, Water,
Product, Packaging, Climate, and People. With that, the company promises an in-
tegrated approach to sustainability covering the whole value chain. (PepsiCo
2021))

Agriculture

PepsiCo acknowledges the importance of agricultural commitment to its strategic
outlook and business operations. With 60 origin countries of their crops and over
100000 jobs connected to it, the Company announced a new Agriculture Strategy

that is focused on the realization of impactful projects starting at the roots.

In brief, the company could turn 100% of directly sourced crops sustainable in 28
countries. Moreover, 100% of their sourced cane sugar is bonsucro certified. Addi-

tionally, they are barely missing out on using only certified palm oil (99%).
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Programs that led to these achievements are focused on circular farming (1), im-
plementing new technologies (2), and reaching out to people with global partner-
ships(3).

1. Circular farming contains numerous measures to reduce the total carbon emis-
sion output of farming, focusing on restoring biodiversity and sequestration of soil.
Examples are implementing high-quality fertilizers that have a low carbon impact
and help the soil surface regenerate. Furthermore, PepsiCo provides support to its

farmers in planting cover crops that account for biodiversity.

2. In PepsiCo's Next Generation Farming program built a network of demo farms
that promote best practice farming and spread the mindset of more productive
and, at the same time, sustainable farms to local communities. Those demo farms
are then used to implement state-of-the-art agriculture technology such as iCrop
2.0 in Spain, enabling farmers to increase their water irrigation accuracy from 48%
to 92%.

3. To create a more diverse, resilient farm management PepsiCo emphasizes
global partnerships such as the cooperation with the U.S. Agency for International
Development that raised $20 million for inclusive food and beverage industry by
women-owned and women-led enterprises within PepsiCo suppliers. Just as CC,
PepsiCo has its own Foundation that realizes many projects worldwide. One of
their recent projects called "She Feeds the World" helps women in developing
countries like Peru, Egypt, or Uganda with education and economic support to in-
crease their yields, subsequently their income, and finally family nutrition. (Pep-
siCo 2021a.)

Water

PepsiCo highlights its good practice when it comes to water policies and its adop-
tions with key partners. Their major partner in this field is the Nature Conservancy,
with which they operate on scientific base targets to work on solutions for protect-

ing, conserving, and replenish freshwater sources.

In brief, PepsiCo was able to replenish 3,2 billion liters of water into local water-

sheds. They increased their overall operations water usage efficiency by 15% and
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14% in agricultural usage while delivering safe water to more than 55 million peo-

ple worldwide.

One exemplary project is the circular water project at the plant in Sabritas Vallejo.
One of the plant's tasks is monitoring and optimizing the water consumption in the
potato slicing process. With a high complex bioreactor membrane, the system can
reuse a vast amount of water that is already processed on drinking water stand-

ards.

PepsiCo's biggest innovation is called burst rinsing and is expected to save up to 8
million gallons of water a year. It is all about when the nozzles stop to spray syrup
into the tanks within the flavor changeover process. As the name suggests, the
nozzles are activated in preassigned intervals that secure quality standards, in-
crease productivity, and, most importantly, save a large amount of water. (Pepsi
2021b.)

Packaging

In terms of packaging PepsiCo follows the Reduce, recycle and Reinvent principle.
It suggests that a circular future, especially with the focus on plastics, will need re-
duction of those packaging materials, the usage of recyclable materials, and in-

vestments in research and development to find new ways and types of packaging.

This is also reviewed in the recent accomplishments of the company. 2020 Pep-
siCo claims that 87% of its packaging material is recyclable, compostable or bio-
degradable (RCB). Additionally, the PepsiCo Foundation invested more than $65M
In new initiatives that accelerate recycling and waste collection. In that regard,
PepsiCo announced that 22 of their flagship brands offer 100% rPET packaging.

With the cooperation with the soda stream, the company offered a sustainable al-
ternative for flavored sparkling water. The resulted reduction of single-use plastics
is estimated with around 78billlion bottles until 2025. (PepsiCo 2021c.)

Product

Likewise, CC PepsiCo is also participating in the food beverage business there-
fore, their efforts range much broader than CC's. However, measures regarding
the beverage division PepsiCo rely on added sugar reduction to make their brands
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healthier. Among these reinvented brands are Gatorade juice, Evolve, Naked

Lean, and Driftwell.

PepsiCo recognized the changing consumer behaviors as more and more people
consider a healthy lifestyle with a low environmental impact as convenient and
worth the extra penny. As before also in this part of their sustainability commit-
ment, Pepsi trusts the strong collaborative partnership with "Partnership for a
healthier America". In the so-called "better for you options" Pepsi emphasizes am-
bitious targets to reduce added sugars, sodium, and saturated fat in their leading
brands. (Pepsi 2021d.)

Climate

The next focus area is the topic climate, and it catalyzes a lot of the mentioned ac-

tions from above.

To mitigate climate change and drive decarbonization, PepsiCo follows a joint col-
laborative strategy that includes partners and suppliers, which means integrating
those in its operations. In that scope, PepsiCo sees many opportunities laying in
the optimization of sustainable agriculture and best practice farming. To make the
approach towards a circular economy complete, they also work on reducing virgin
plastic and launched rPET bottles in crucial brands. Moreover, the development of
innovative solutions for transportation and distribution of their products with the
consideration of alternative fuels and electricity plays a major role in the long-term

scope of the company.

So far, the company has reached 100% "green" electricity for its us operations and
in some European markets and has already announced plans to expand renewa-
ble electricity globally. With their Net-Zero ambitions until 2040 (2050 Paris agree-
ment), the company estimates that it will reduce its total GHG emissions by 40%
throughout the value chain by 2030. In recent progress, PepsiCo can show a 5%
reduction of the total supply chain emissions across the value chain. (PepsiCo
2021e.)

People
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With a strong commitment to Diversity, Equity, and Inclusion, PepsiCo, in coopera-
tion with its Foundation, enable and secure equal opportunities for humans world-
wide. $570M were raised by the PepsiCo Foundation and the core business to
support Black and Hispanic businesses and communities in the next five years. To
further accelerate the global acceptance of women working, PepsiCo sets an ex-
ample as their pay-gap between women and men is communicated with 1% in 71
countries that make up more than 99% of the salary cap. Moreover, the manage-

ment is presented with 41% of women.

Since the Pandemic had significantly affected many communities and families
worldwide, the PepsiCo Foundation invested more than $71M to compensate
those affected by COVID-19 in 2020.

To pick one of the various projects of PepsiCo, they engaged with FUNDES in
2016 to support women in Latin America, providing coaching, education, further
employment and opportunities to build successful companies. Being implemented
in eight countries, including leading emerging markets like Brazil and Argentina,
the program aims to empower more than 12000 women. The program has shown
massive success as 65% percent of those who finished the program (7400 total)
reported increased sales performance, 71% were able to elevate their social me-
dia performance, and three-quarters said they found promising entrepreneurial op-
portunities. (PepsiCo 2021f.)

6.3 Nestlé

Originally started as an Anglo-Swiss condensed milk company, Nestlé emerged as
one of the largest companies worldwide. (Nestlé n.d.) Its product mix ranges from
food and beverages of all kinds to self-care products and services, and also, a va-

riety of Nestlé's brands represents petcare products. (Nestlé n.d.a)

Among the 2000 brands serving Nestlé, there is a division of beverage brands, in-
cluding names like St.Pellegrino and Nestlé Pure Life as bottled water brands.
Dairy beverages include Carnation, Coffee-Mate, La Laitiére, and Nido. At the
same time, the category Drinks include the brands Milo, Nesquick, and Nestea.
(Nestlé n.d.a)
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The largest of its beverage categories is the Coffee division, with the global Nes-
café brand worth $6185M making it the 4th valuable non-alcoholic beverage brand
worldwide. (Statista 2021c.)

To further accelerate their coffee division, Nestlé closed a licensing deal with the
NYSE-listed Starbucks Corporation that widens its product variety and increases
nestlé's brand reputation and innovation in terms of sustainability. Adding Star-
bucks to the biggest Coffee retailer in the world unlocks enormous potential for fu-
ture growth. (Nestlé 2018.)

So far, this global coffee alliance lead to an expansion of the Starbucks brand
across 79 markets. Recently both companies reported their ambitions to further
expand their Ready-to-Drink (RTD) coffee beverages in selected markets in
Southeast Asia, Oceania, and Latin America. Recapping the partnership's financial
performance David Rennie (Head of Nestlé Coffee Brands), said that with organic
double-digit growth from 2019 to 2020, Starbucks products reached CHF 2.7B in

net revenues. (Nestlé 2021.)

Nestlé is part of the business for 2030 program launched and hosted by the United
States Council for International Business. This program is embedded in the often
implemented 2030 Development Agenda and Sustainable Development Goals.
(Business for 2030 n.d.) Thus, Nestlé defined their commitment towards 2030 by

selecting three main focus areas.

First is the commitment to individuals and families with the target to support 50mil-
lion children by increasing their health. Secondly, Nestlé wants to improve 30 mil-
lion livelihoods in communities directly connected to Nestlé business operations.
Last but not least, Nestlé joins the Zero commitment agenda for a safer planet. To
realize these ambitious goals, Nestlé follows its Creating Shared Value (CSV)
strategy. (Nestlé n.d.b)

Disclaimer: For the reason of these works scope being reviewing beverage com-
panies, further examples for Nestlé's commitment will exclude those related to

other businesses than beverage operations.

Children and Families
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To fulfill the aim of increasing the living standards of children, Nestlé rolled out
more than 4000 nutritious products helping children and families making better
choices in their nutrition. The guidelines are reducing sugars, sodium, and satu-

rated fat and simultaneously, add positive nutrients and micronutrients.

One example is the launch of a plant-based version of Nesquicks RTD chocolate
drink in Europe. Certified by the Vegan Society and made from natural ingredients,
including oats, peas, and sustainably sourced cacao, "Nesquick GO vegetal" ex-
emplifies Nestlé's ambition to provide innovative, and healthy products. (Nestlé
2021a, 10-11))

Furthermore, guiding their consumers to a mere healthier lifestyle is a critical part
of Nestlés strategy. By launching the Nestlé portion guidance initiative, the com-
pany wants to educate and coach its consumers by providing pre-portioned prod-
ucts, suitable packaging sizes, recipes printed on packaging in connection with the
pack design. NesQino is the perfect example of this principle. It offers personal-
ized superfood drinks to its customers with recommendations on individual por-
tions. With the in-app integration, customers can further explore recipes and ingre-
dients. The specially designed cup then blends all ingredients, and the customer

can decide whether to warm the drink or to drink it cold. (Nestlé 2021a, 18.)
Communities

With the aim to reach its target of having a positive impact on 30 million liveli-
hoods, Nestlé relies on three main focus areas: Agripreneurship, Entrepreneur-
ship, and Diverse, Equal and Safe Employment. (Business for 2030 n.d.)

Agripreneurship

Sourcing more than 70% of its raw materials in the region, farmers play a vital role
in Nestlé's value chain in Central and West Africa (Sustainable Brands 2018).

Whereas in many industries, youth and young generations ensure development
and innovation, the agriculture lacks a young workforce, and those entering farm-
ing face insecurity in job relations and often little to no social protection. (Sustaina-
ble Brands 2018.) Additionally, official institutions indicate that a vast significant

amount of people aged 15-35 in Africa are currently unemployed.
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Nestlé recognized the issues early, and with launching its farmer connect program
in 2012, they want to unlock the potential of young people giving them the
knowledge, skills, and entrepreneurial spirit they need to manage farms in the 21st

century (Business for 2030 n.d.)

Since then, Nestlé has added the Rural Development framework that guides their
approaches in rural communities, getting farms and farmers to a new level that
can meet the requirements of today's needs and establish a productive and effi-

cient environment.

This framework has set the base for Nestlé's recently launched Net Zero Roadmap
to implement and emphasize regenerative farming practices. Among the priority

fields are coffee and cacao farming. (Neslé 2021a, 29.)

For the coffee division, Nescafé is driving further greening of the supply chain. So
far, the Company pledges to achieved 73% and 93% of the coffee used for Nes-
café and Nespresso brands has been sourced sustainably. Through more than 6k
training sessions in about 6.7k coffee farms in Mexico that reached 100k local
farmers, reports indicate that in consequence, 39,5 million plantlets have been dis-
tributed. At the same time, almost 16k hectares of land were being reshaped ac-
cording to regenerative requirements that benefit over 34k coffee farmers. (Nestle
2021a, 32.)

The brand new Nestlé Cacao Plan introduced in 2020 plans to source 100% of its
cacao operations sustainably by 2025. Within the plan tackling deforestation, child

labor, and ensuring responsible living income are on the agenda.

One of the piloting projects has already been launched in Cote d'lvoire, targeting
economic growth and applying good agriculture practices. Furthermore, the project
Is supported by a robust Child Labor Monitoring and Remediation System
(CLMRS) program and planting shade trees. (Nestlé 2021a, 33.)

Entrepreneurship

Unlocking economic opportunities for young people that provide a perspective and
account for social security is essential in various Nestlé projects.

Designed and led by Ashoka, the Social Investment Accelerator program reaches
well beyond Europe supporting young people worldwide with a special focus on
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underdeveloped regions. it enables young entrepreneurs with skills, mentorship,

and financial aid to become sustainably successful. (Nestlé 2018a.)

Another example is the Nestlé needs YOUth initiative that intends further
measures such as apprenticeships and traineeship opportunities, events to pre-
pare young people for work, and create 20-25k job opportunities for people below

30years.

Looking ahead, Nestlé targets 2030 with a commitment to help 10 million young

people fining an economic opportunity. (Nestlé 2021a, 40.)
Diverse, Equal, and Safe employment

With a profound CLMRS Nestlé set high standards in reviewing risks for child labor
across its supply chain. Since 2017 Nestlé publishes a landmark report that gives
a detailed insight into measures taken against child labor and challenges by imple-
menting them. 2021 Nestlé introduces its new Human Rights Framework and a
Roadmap that includes detailed targets and programs on further proceeding with
scale and reach to promote fair, safe, and decent employment. (Nestlé 2021a, 34.)

With the Gender Balance Acceleration Plan that includes leadership, culture, and
practices, Nestlé makes a further step in empowering women and enabling equal
opportunities and conditions. The plan targets to employ 200+ women in senior ex-
ecutive positions (30%) by 2022. By 2020 a rate of 25,6% was reached by imple-
menting anti-bias training, mentoring, and sponsorship programs. Additionally to
inclusive people practices, an equal pay assessment process was conducted that
IS unbiased and only accounts for the actual economic performance of individual

employees.

Healthy lifestyle choices are not important for the customers but also for Nestlé
employees. The Know Your Numbers (KYNP), healthy lives, and Stress and Resil-
ience programs enable the company to have a detailed overview of employees'
health status, health risk assessment, and guidance leading to health support. The
company itself claims high participation percentages, which indicates that these

programs are being well implemented. (Nestlé 2021a, 42.)

For the planet
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In its report on CSV, Nestlé defined "for the planet” as a set of three core parts be-
ing water, climate change, and environment. This sectioning should allow the com-
pany to transform key parts of their business processes to meet all stakeholders'

future requirements.
Water

As a beverage company, Nestlé needs to take severe action. To do so, its flagship
initiative, "caring for Water" addresses four impact areas that are agricultural sup-
ply chains, communities, factories, and watersheds. In that regard, the company
wants to reduce freshwater withdrawals, implement strong water stewardship, and
engage agricultural suppliers. Noted in Nestlé's own analysis, the beverage divi-
sion is the top section in reducing water withdrawals. Whereas 2010 water with-
drawals reached almost 14m3 per tonne of the product, 2020 water withdrawals
decreased by around 60% to now 5,8m3 per tonne. (Nestlé 2021a, 44-45.)

A robust water stewardship requires precise and direct action to be successful.
Nestlé partnered with the Water Resource Group to realize local and regional pro-
jects that aim to teach good agricultural practices, provide financial aid, and en-
gage water stress in the involved regions. The partnership enabled investments of
nearly 1 billion USD for water security. Currently, 25 projects are ongoing, and 29

opportunities are still in development. (Nestlé 2021a, 46.)
Climate Change

The whole company follows the recently released net-zero roadmap that suggests
reaching net zero emissions by 2050 at the latest. Short to mid-term Nestlé target
2025 respectively 2030 to decrease its emissions by 20% and 50%. Regenerative
agriculture, preserving forests (planting trees and ending deforestation across pri-
mary supply chains), using renewable electricity, and increasing carbon-neutral
brands through acquisitions and transformation are milestones on the roadmap
head towards carbon neutrality. Whereas the core brand aims for long-term re-
sults, pioneer brands like St. Pellegrino, Acqua Panna, or Nespresso set much
higher targets with carbon neutrality by 2022. However, the whole beverage divi-
sion of Nestlé is expected to reach carbon neutrality by 2025.
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Overall, the company lacks to show of significant achievements. The company
could now argue with minor projects implemented in single factories as pilot pro-
jects, but Nestlé still relies on resilient brands driving the systematic change.
(Nestlé 2021a, 49-51.)

Packaging and Waste
That issue also transfers to packaging and the reduction of waste.

Nevertheless, in 2019 Nestlé established the Nestlé Institute of packaging that is
entirely in charge of developing functional, safe and environmentally sustainable
packaging solutions. (Nestlé 2021a, 53.) Fundamental parts of their work will be
increasing the engagement of supply chain partners, transforming Nestlé's opera-
tion into a circular economy, reducing unnecessary packaging material, and in-
creasing renewable/ recyclable materials. Last but not least, finding innovative
ways of packaging will determine a large part of the department's success. (Nestlé
2021a, 53.)

6.4 Review and Summary

This chapter has underlined the emerging importance of sustainable business op-
erations. The beverage industry, as a case example and more exemplary its three
leaders, recognized the enormous need to transform their business. However, in
previous chapters, it became clear that the economic aspect of implementing sus-
tainability practices has a superior priority. Therefore, what is essential, is that they
see the hidden potentials and the future value that can be unlocked by running a
profound sustainability strategy. Another simple reason is that in order to stay
competitive, those companies reserve many resources to meet and extend gov-

ernmental regulations on sustainability issues.

Furthermore, three main focus areas can be noted during the analyses of Coca-

Cola, PepsiCo, and Nestlé:

¢ finance and governance
e Own operations

e projects.



56

All areas combine the various reasons for shifting to sustainable businesses,
which are increasing the brand image, meeting stakeholder interest, and making
the company attractive on stock markets as every reviewed company is listed on
stock markets. Last is especially important to acknowledge the fact found in chap-
ter 4.4.4 that investment in companies following ESG-principles and strategies are
increasing and will accelerate even further in the future. Additionally, the perfor-
mance of core operations can benefit from ESG-measurements. By introducing in-
novative technologies and projects, companies will be able to increase the effi-
ciency of their operations, and cost savings will enable companies to create even
more value and become more profitable on the bottom line. By moving closer to a
circular economy companies try to mitigate climate-change-related risks to their
operations while gradually building a competitive advantage by establishing resili-

ent supply chains and strong brands in the market.
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7 Consumer perspective

7.1 Introduction

The last main chapter of the thesis discusses the demand side of sustainability
within the beverage industry. The thesis conducts new research with consumers

analyzing the psychological and economic aspect of consumer behavior.

During this report, the focus was on ESG strategies, projects, and theories aiming
to create shared value in all three perspectives. The following will review a totally
different part of the beverage industry. Anyhow, it is fundamental to talk about the
consumers' perspective to determine if sustainable businesses are more success-
ful than others. It is even more important to realize that the featured products are
CPG and are mostly bought on a daily basis. Beverages account for a significant
part of the total domestic consumption while having one of the worst ecological
footprints. The organic beverage market is expected to reach almost $182 million,
making it an emerging risk but at the same time an excellent opportunity for com-
panies to acquire new market shares and consumer segments. To do so, they
must have profound knowledge about their consumers buying behavior and need
to predict buying trends. However, analyzing consumer behavior is not as simple
as it seems. Companies have to apply a holistic approach covering many factors
to acquire reliable results. These factors can be manifold, including stereotypes,
different types of education that may cause misunderstandings, social and geo-
graphical backgrounds, economic possibilities. Some even review deep psycho-
logical aspects such as moral attitudes, social pressure, desires, and habits. (Ro-
driguez-Sanchez & Sellers-Rubio 2020, 1-3.)

7.2 Survey Analysis
7.2.1 Methods of the survey

Since the consumer perspective on sustainability does not find much relevance in
today's literature, the following empirical research conducts questions related to
chapter six's focal points, which compared the companies' different approaches
and key efforts on sustainability. That way, the survey connects the theory with the

data collected from the survey. Among these questions, 71 participants answered
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open questions, with ratings (e.g. 1-5 & 1-10), and multiple-choice questions, giv-
ing them full width off expressing their opinions on questioned matters. The vast
majority 75% of participants, are working, while 21% are studying, and the rest are
in a trainee relationship. According to gender, two-thirds of participants are
women, and one-third are men. The age profile of the survey is a mixture of young
adults aged 20-35, accounting for almost 60%, middle-aged adults 36-50, roughly
20% the same amount as an older generation with +50 years of age. Completing
is a minority of one participant being younger than 20 years. The implementation
of the quantitative research is managed by using the google forms tool to establish
primary charts, diagrams, and summarize answers. While this tool makes the ap-
proval of the hypothesis simple, it provides clear answers to instinctive questions

as well as knowledge questions.

The survey analysis should further approve the following hypothesis, formulated
according to the results of previous chapters. ,,A prominent trend in consumer be-
havior is sustainability, which is why companies cannot allow themselves to miss
the 'trend™. This is done by looking at the main focus points: reviewing the status
quo, consumer behavior, products, and brands and companies. Finally, the sum-
mary brings the thesis ultimately closer to answer the research question, which is

to study how sustainability affects a companies success.
7.2.2 Status quo

The status quo of the consumers suggests that the general understanding of the
Importance of sustainable buying behavior is already nascent, as more than 50%
guessed that the value of sustainable products in their buying account for 20-50%
of the total value of the purchase. That is being supported by another rare 50% an-

swering that sustainability has higher importance in their purchase.

When it comes to initial factors that determine the buying decision of beverages, a
majority of +80% of surveyed agree that taste is the superior factor influencing the
buying decision. This was followed by 38%, giving "price" the second place and
sustainability the third place, with almost one-quarter of respondents voting. As a
brand-focused industry, just 12,7% of the respondents claimed that they value the
brand while making the buying decision, contrary to many global companies' mar-

keting campaigns claiming strong customer relationships. Answering the question
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of whether surveyed would describe their buying behavior as sustainable, 30%
agreed, and 40% said that their buying behavior is not sustainable, but they are

willing to change their purchasing in the near future.
7.2.3 Consumer behavior

Moving to the behavioral part of the survey, 55 respondents said that they are will-
ing to change their behavior and financially, with three-quarters willing to pay at
least 5% price premium and 46% of those even up to 10%. However, companies
experience difficulties communicating that price premium as 70% of respondents
connect a higher price with a brand-related margin, whereas only 19% relate a
higher price to sustainable beverages.

8. Waren Sie grundsatzlich bereit einen Aufschlag im Preis fir nachhaltige
Getranke zu bezahlen?

71 Antworten

® .2
® Nein

9. Wenn ja, wie viel?

60 Antworten

® 5%
@ bis 10%
bis 25%

A @ bis 50%
> @ mehrals 50%

@ bei nachhaltigen Produkten
spielt der Preis spielt fliir mich
keine Rolle

Figure 12. Appendix 2. Questions nr.: 8.&9. Survey — Price Premium

Nevertheless, respondents would switch to sustainable products almost every time

if factors like taste and price were the same. Considering that there is a common
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misunderstanding between the terms organic and local products (Rodriguez-
Sanchez & Sellers-Rubio 2020, 4-5), respondents were very clear in choosing lo-
cal products as almost 90% voted for rather than organic products. Not relevant for
the customer buying decision is the effect to others when buying sustainable prod-
ucts. The respondents came to a majority of 91,3% saying that they are not buying

sustainable products to improve their image to strangers or fellow people.
7.2.4 Products

Moving on to the section regarding products. Companies in the nutrition and bev-
erage industry often work hard to get certified or to join certain alliances. Thus,
they proudly present on their product labels. The first part of product questions
aimed to find out how relevant these certifications are and how valuable the infor-
mation on product labels is. The majority (66,2%) of respondents answered that
they do not care about certificates on product labels as 15,5% said that they do
care and 18,3% answered "only on specific products”. On the follow-up question,
what kind of drinks that would be the three categories that came out on top are
vegetable and fruit juices (50%), water (42,3%), milk(38,5%). Less important are
the category "new drink" and soft drinks. Furthermore, respondents were asked
how they would value the information given on beverage labels. On a scale from
1-5, the participants were uncertain as 62% answered with 3 and 20% 4-5
whereas 18% answered 1-2. Coming up next is a question about the importance
of the ingredients of beverages. It became clear that consumers do care about sig-

nificant ingredients such as sugars, saturated fats, and caffeine. On a scale from
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1-10, 62% of respondents can be located in the range of 6-10, whereas 23,6% an-
swered 9-10 and 29% 7-8.

19. Wie oft achten Sie beim Kauf von Getranken auf deren Inhaltsstoffe
(z.B. Zucker, Zuckerersatzstoffe, Koffein, gesattigte Fettsduren, KCAL)

771 Antworten

15

12 (16,9 %)
11 (155 %) ;
" 10 (14,1 %)
10 8 (11,3%)
z 7(9,9%)
6 (8,5%) |
5 (7%)
. | 4(56%) 45,6 %)

2(2,8%) 2(2,8%)
| |

1 2 3 4 5 6 g 8 9 10 Nein

Figure 13. Appendix 2. Question nr.: 19 Survey — Ingredients of beverages

Before moving to packaging, respondents faced questions concerning the term
"Fair-trade" and their understanding. Many participants were able to describe the
term correctly, with Fair-Trade being defined as an initiative for small farmers and
wage workers in the South, who have been restrained in their economic and/or so-
cial development by the conditions of trade (Rodriguez-Sanchez & Sellers-Rubio
2020, 5.) A large number of respondents additionally agreed that the Fair-Trade
initiative is fundamentally a good idea. However, there was also some criticism
about the practical implementation of fair trade and the relation to local farmers.
Some respondents answered that from the original intention to achieve equal pos-
sibilities for small and mediocre farmers, the trend shifted towards a favor for "fair-
trade farmers" e.g. farmers that a subsidized by the initiative. In detail, they argued
that local farmers could not reach equal prices with the fair trade farmers so that
supermarkets barely want to buy ,,one liter of milk for one more euro" suggesting
that the end consumer is also inelastic according to the price. This finding matches
the data from a previously stated question on choosing local or organic products.
(89% local products over organic) However, as Rodriguez-Sanchez & Sellers Ru-
bio suggests, it is not that clear to determine the true behavior of consumers in

that regard because there is the case where people have to decide between an or-
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ganic and sustainable product from south America and a non-organic local prod-
uct. The issue is that the common thinking is that local 'products are organic',
which is not always the case, but its perception in society tends to be better com-
paring it to foreign goods. What really is the more sustainable and, in some cases,

the healthier option is left on the track.

For companies, the packaging is a no-brainer when talking about transforming the
business within the beverage industry into a circular economy. But how important
is it for the actual consumer? Long story short, very important. When asked about
the importance of recyclability of the various packages, more than 70% answered
4-5 on a scale from 1 to 5, where 5 is essential and 1 is irrelevant. While glass is
the favorite type of package (72%) amongst the respondents, the majority value

functionality of the package still as the highest feature of the package.

24. Wie wichtig ist lhnen die Recyclebarkeit der verschiedenen
Getrankeverpackungen?

771 Antworten

o 26 (36,6 %)

24 (33,8 %)

20
14 (19,7 %)

10

1(1,4%)  1(1,4%)

1 2 3 4 5 Nein Ja

Figure 14. Appendix 2. Question nr.: 24 Survey — recyclability of beverage

packages
7.2.5 Brands and companies

During this paper, some of the world's strongest brands are analyzed. This part of
the survey studies the connection, recognition, and importance of the brand itself
for customers. According to the results, almost 80% of respondents admit that they
buy products from either Coca-Cola, PepsiCo, or Nestlé. Over 60% answered that

they buy these products monthly to weekly, which is quite conservative for the
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CPG/FMCG industry. Facing the question of which of these brands is their favor-
ite, 63% said they like Coca-Cola the most, followed by 22,5% who said that they
like neither of them and only marginal numbers of people voting for Nestlé or Pep-
siCo. This result is important looking ahead to the following questions, as the re-
spondents had to match subsidiary brands to Coca-Cola and co. When it comes to
knowledge about secondary brands, the respondents are not sure which brand be-
longs to a specific company. With the secondary brands of Coca-Cola, just barely
one-third of the respondents could find the correct match, which was the same re-
sult as with Nestlé's subsidiary brands. The worst brand recognition was PepsiCo,
where a rare 20% of participants knew the right match. Last but not least, the par-
ticipants had to decide which of the featured brands is the most sustainable. Half
of the respondents ranked Coca-Cola as number one, 28,2% said PepsiCo is the
most sustainable brand, and 22% voted for Nestlé making Nestlé third place.
Thus, the last question addressed the companies' communication about their sus-
tainability efforts via social media, advertising, website, press, and reporting. Un-
fortunately for the companies, 40% of respondents rated the communication be-
tween 1-2 (1 = bad, 5 = good). Many of the participants were uncertain as 37

(52%) rated the communication with 3.

32. Welche der Marken halten Sie fur die Nachhaltigste?

771 Antworten

@ Coca-Cola
@ PepsiCo
Nestlé

Figure 15. Appendix 2. Question Nr. 32 Survey — Most sustainable brand
7.2.6 Summary

The survey approves the hypothesis and shows that the value and perception of
sustainability are relatively high, and the survey also cautiously hints towards an

emerging trend in consumer buying behavior. However, the survey also suggests
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that there are fixed factors like the taste of products that have to be considered by
beverage companies when implementing product innovations. For those product
innovations, companies are backed with a great willingness for a transparent price
premium for sustainable & healthy (clean) products. However, companies face sig-
nificant problems in communicating that price premium as consumers were critical
about high prices and how companies are communicating their sustainability ef-
forts in general. Although brand-related topics saw split results in the impact on
consumer buying decisions, it is significantly important for market coverage and
image building. In the surveyed german market, Coca-Cola outpaced its fellow

competitors while consumers lacked knowledge about subsidiary brands.
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8 Conclusion

The thesis aimed to examine the importance of corporate sustainability for a com-
pany's success in the beverage industry. The thesis results show that leading
companies (Coca-Cola, PespiCo, Nestl€) did a great job in understanding con-
sumer needs and shifting their operations towards a circular economy. But not
only that, but they also noted their influence and view sustainability and the, for ex-
ample, the 2030 Agenda as a business opportunity for value creation and to build
a powerful market position. That being said, amongst the vast challenges that inte-
grating a three perspective sustainability brings (Investments, divestment, human

resource risks, marketing costs), there is a major upside for businesses.

Subsequently, the upside has a vital impact on the companies success and profit-
ability, enabling the business to emerge to new markets, finding the sweet spot in
consumer needs, reducing production costs through innovative agri-technology
and core operations, and last but not least, they can ensure the attractivity on

stock markets which ensures their competitiveness on the bottom line.

To conclude, the thesis confirms the emerging importance of sustainability in the
economy. The beverage industry featuring big companies like those in this report
took crucial steps to achieve Net-Zero mid-term, aligning their core operations to-
wards SDG 2030. Finally, as many resources and capital are invested in projects
and measurements aiming for precisely that (corporate sustainability to achieve
Net-zero), it is indeed a decisive factor for a beverage company's long-term suc-

Cess.
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Appendix 1. Survey sustainability and beverages

26.10.21,10:25 Bachelor Thesis - Brian Ben (englisch version)

Bachelor Thesis - Brian Ben (englisch
version)

The following survey is about the purchasing behavior with regarding sustainability of non-
alcoholic beverages especially with the focus on Coca-Cola, PepsiCo and Nestlé.

Disclaimer: The data sets from the survey are published exclusively in the context of the
publication of my bachelor thesis and are 100% anonymous. Information about your
person is only necessary for the statistical collection of the results.

Answering the survey will take about 5-10 minutes. Thank you for your participation!

After the evaluation, 3 Amazon vouchers worth 10€ will be raffled among the participants.
Good luck :)

* Erforderlich

Personal Data

1. Gender*
Markieren Sie nur ein Oval.
) Male

) Female

() Divers

2. Age*

Markieren Sie nur ein Oval.

) <20
) 20-35
) 36-50

) >50

https://docs.google.com/forms/d/1on GNE18wjKJlwdzzswqYQSuk1NUr3p5t1zHb7g-nmbA/edit 111



26.10.21,10:25 Bachelor Thesis - Brian Ben (englisch version)

3. Job*
Markieren Sie nur ein Oval.
) Pupil
() Trainee/Apprentice
() Student

() Employee

. Questions regarding sustainability
General Question

4. Describe the importance of sustainability in your shopping. *

Markieren Sie nur ein Oval.

not important important

5. What is the most important factor when buying beverages? *
Markieren Sie nur ein Oval.
() Pprice
() Taste
(" ) Brand

() sustainability

() sonstiges:

https://docs.google.com/forms/d/1on GNE18wjKJlwdzzswqY QSuk1NUr3p5t1zHb7g-nmbA/edit

211



26.10.21,10:25 Bachelor Thesis - Brian Ben (englisch version)

6. Would you describe your buying behavior as being sustainable? *

Markieren Sie nur ein Oval.

__JYes

(_JNo

: No, but actually | would like to buy more sustainable in the future

7. Guess the share value of sustainable goods in your weekly shopping cart.
(Figures in %) *

Markieren Sie nur ein Oval.
) 0-10
)11-20
) 2135

() 36-50

-

) 51-75

Questions regarding your decision making process and preferences

Behavior related o —.—

questions

8. Would you be willing to pay a price premium for sustainable beverages? *

Markieren Sie nur ein Oval.

) Yes

) No

https://docs.google.com/forms/d/1on GNE18wjKJlwdzzswqY QSuk1NUr3p5t1zHb7g-nmbA/edit 311



26.10.21,10:25 Bachelor Thesis - Brian Ben (englisch version)

9. If yes, how much? *
Markieren Sie nur ein Oval.

C 5%

(" Dupto10%
:s up to 25%
(D upto50%

() more than 50%

©

10.  Would you rather buy sustainable beverages, if factors like price, taste etc.

would still be the same? *
Markieren Sie nur ein Oval.

) Ja

N—s

( JNo

) Only from a specific brand

11. A higher price of beveragesis *

Markieren Sie nur ein Oval.

() asign of higher quality

) abrand related margin

; a sign, that products are produced sustainable

) Sonstiges:

| —

https://docs.google.com/forms/d/1on GNE18wjKJlwdzzswqY QSuk1NUr3p5t1zHb7g-nmbA/edit

(__ ) with sustainable products price is not an issue for me

41



26.10.21,10:25 Bachelor Thesis - Brian Ben (englisch version)

12. Negative news about sustainability practises of specific brands and products

influence my buying decision. *

Markieren Sie nur ein Oval.

rather false rather true

13.  Would you rather buy organic products (1) or products from local suppliers (2)? *
Markieren Sie nur ein Oval.

() organic products

() Products from local suppliers

() 1 do not see the difference between (1) and (2)

14. Do you feel increasingly pressured by media, social environment and
supermarkets (e.g. placement of products on shelves, advertising) to buy

sustainable products? *

Markieren Sie nur ein Oval.

) Yes

~ JNo

() I don't know for sure.

15. Do you casually pick sustainable products just to give a good image to

strangers?

Markieren Sie nur ein Oval.

) Yes

( JNo

() Sometimes, yes!

Questions regarding products

https://docs.google.com/forms/d/1on GNE18wjKJlwdzzswqY QSuk1NUr3p5t1zHb7g-nmbA/edit 5/11



26.10.21,10:25 Bachelor Thesis - Brian Ben (englisch version)

16. Do you pay attention to certificates on beverage labels? *

Markieren Sie nur ein Oval.

(D No

() Yes, on specific beverages

17.  Which beverages are those? (answer only if you have not answered no above) *

Wéhlen Sie alle zutreffenden Antworten aus.
|| Soft Drinks

|| water

:j Milk and related beverages

|| Fruit and vegetable juices

j\ New Drinks (Energy Drinks, Sport booster, R2D Tees and Coffees)

18. How do you rate the information given on beverage packaging labels? *

Markieren Sie nur ein Oval.

bad good

19. How often do you pay attention to beverages ingrediants (added sugars, sugar
replacements, coffein, saturated fats, KCAL)? *

Markieren Sie nur ein Oval.

never always

https://docs.google.com/forms/d/1on GNE18wjKJlwdzzswqY QSuk1NUr3p5t1zHb7g-nmbA/edit 6/11



26.10.21,10:25

20.

21.

22.

23.

Bachelor Thesis - Brian Ben (englisch version)

What do you associate with organic products? *

Wéhlen Sie alle zutreffenden Antworten aus.

[ | healthy nutrition

D Environmental friendly
[ "] high priced goods
Sonstiges: D

Do you pay attention to fair-trade certifications? *
Markieren Sie nur ein Oval.

() Yes

(D No

(___) Sometimes

How do you feel about Fair-Trade? *

Wéhlen Sie alle zutreffenden Antworten aus.

[ ] 1 agree with the fundamentals
[ ] 1do not have an opinion about that
[ ] Fair-Trade is not good

D | heard already heard negative news about fair trade a couple of times

[ ] 1am not entirely sure what Fair-Trade means

Which beverage packaging do you prefer? *

Waéhlen Sie alle zutreffenden Antworten aus.

D Glass
[ ] Plastic
I:J Cartons
\:] Cans
Ij Others

https://docs.google.com/forms/d/1on GNE18wjKJlwdzzswqY QSuk1NUr3p5t1zHb7g-nmbA/edit

7
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24. How important is the recyclability of the different packaging types for you? *

Markieren Sie nur ein Oval.

not important important

25. What factors regarding beverage packaging are important for you? *

Wéhlen Sie alle zutreffenden Antworten aus.

| | Design

| Function (to maintain freshness, ease transportation)

|| Recyclability
|| Others
In this part you will be ask about your opinion and perception regarding
Brands and specific brands and companies.
Companies

26. Do you buy products (beverages) from the following brands? 1. Coca-Cola 2.
PepsiCo 3. Nestlé *

Markieren Sie nur ein Oval.

() 1donot know.

https://docs.google.com/forms/d/1on GNE18wjKJlwdzzswqY QSuk1NUr3p5t1zHb7g-nmbA/edit

8M1
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27. How often? (roughly) (do not answer if you do not buy products)
Markieren Sie nur ein Oval.

) daily

) three times a week

) once a week

) once a month

) less then above

28.  Which brand do you prefer? (without preferations of single products) *

Markieren Sie nur ein Oval.

() Coca-Cola

() Pepsi Cola

() Both are great

) Ido not like both of them

29. To which company do the following subsidiary brands belong to?: Aquafina,
Gatorade, Bubly, Montain Dew, Lipton? *

Markieren Sie nur ein Oval.
() Coca-Cola
() PepsiCo

") Nestlé

() 1donot know

https://docs.google.com/forms/d/1on GNE18wjKJlwdzzswqY QSuk1NUr3p5t1zHb7g-nmbA/edit

oM
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30. To which company do the following subsidiary brands belong to?: Schweppes,

Dasani, innocent, Fairlife, Costa Coffee, Fuze tea? *

Markieren Sie nur ein Oval.

) Coca-Cola

() PepsiCo
() Nestlé

(") 1 do not know

31. To which company do the following subsidiary brands belong to?: Acqua Panna,

SanPellegrino, Vittel, Perrier? *
Markieren Sie nur ein Oval.
() coca-Cola

() PepsiCo

() Nestlé

\; | do not know

32. Which of the brands is the most sutainable one in your opinion? *

Markieren Sie nur ein Oval.

(") coca-Cola

) Pepsi-Co

() Nestlé

33. How do you rate the communication of those companies in terms of sustainable

practises to outsiders? *

Markieren Sie nur ein Oval.

bad good

https://docs.google.com/forms/d/1on GNE18wjKJlwdzzswqY QSuk1NUr3p5t1zHb7g-nmbA/edit

101
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Appendix 2. Answers and summary of the survey

Bachelorarbeit - Umfrage

771 Antworten

Analytics veréffentlichen

Personliche Angaben

1. Geschlecht

71 Antworten

@ Mannlich
@ Weiblich
@ Divers

2. Alter

71 Antworten

® <0
@ 2035
@ 3650
@ >50




3. Tatigkeit / Beruf

771 Antworten

@ Schiiler(in)

@ Auszubildende(r)
@ Student(in)

@ Berufstatige(r)

Allgemeine Fragen

4. Beschreiben Sie die Wichtigkeit der Nachhaltigkeit bei ihrem Einkauf.

771 Antworten

30
30 (42,3 %)

24 (33,8 %)
20

10

10 (14,1 %)




5. Was ist lhnen beim Kauf von Getranken besonders wichtig?

771 Antworten

Preis 27 (38 %)

Geschmack 59 (83,1 %
Marke 9 (12,7 %)
Nachhaltigkeit 17 (23,9 %)
Inhaltsstoffe 2 (2,8 %)
Inhaltsstoffe 1(1,4 %)
Gesund 1(1,4 %)
Preis-Leistungs-Verhaltnis 1(1,4 %)
Nahrwerte 11,4 %)
0 20 40 60

6. Wirden Sie lhr Kaufverhalten als Nachhaltigkeit bezeichnen?

71 Antworten

@® Ja

@ Nein

@ Nein, aber ich méchte eigentlich
zuklnftig nachhaltiger
einkaufen

7. Schatzen Sie den Anteil von nachhaltigen Produkten lhrer Einkaufe. (nach
Warenwert in Prozent)

771 Antworten

@010
33.8% ® 1120

® 2135
/ @ 3550
@ 5075
18,3% ! @75




Verhaltensbezogene Fragen.

8. Waren Sie grundsatzlich bereit einen Aufschlag im Preis fir nachhaltige
Getranke zu bezahlen?

71 Antworten

9. Wenn ja, wie viel?

60 Antworten

®
@ Nein
®ja

® 5%

@ bis 10%

@ bis 25%

® bis 50%

@ mehr als 50%

@ bei nachhaltigen Produkten
spielt der Preis spielt fir mich
keine Rolle



10. Wurden Sie lieber nachhaltige Getranke kaufen, wenn Faktoren wie
Preis, Geschmack etc. identisch waren?

771 Antworten

® Ja
@ Nein
@ Nur bei der gleichen Marke

11. Ein hoherer Preis bei Getranken ist fUr Sie...

771 Antworten

ein Zeichen fir héhere
Qualitat.

eine markenbedingte
Marge.

ein Zeichen, dass die
Produkte nachhaltig prod...
eine Markenbedingte

18 (25,4 %)
50 (70,4 %)

14 (19,7 %)

1(1,4 %)
Marge.

Faktoren spielen 1(1.4%)
zusammen

keine Aussage uber 101,4%)

Qualitat, Nachhaltigkeit o...



12. Negative Nachrichten Uber die Nachhaltigkeit bestimmter Produkte und
Marken beeinflussen meine Kaufentscheidungen.

771 Antworten

30

25 (35,2 %)

13. Wlrden Sie eher Bio-Produkte (1) kaufen oder Produkte lokaler Anbieter
(2)?

771 Antworten

@ Bio Produkte

@ Produkte lokaler Anbieter

@ Ich erkenne in (1) und (2)
keinen Unterschied

BT% il




14. FUhlen Sie sich zunehmend durch Medien, soziales Umfeld und
Supermarkte (z.B. Platzierung der Produkte in den Regalen, Werbung) dazu
gedrangt nachhaltige Produkte zu kaufen?

71 Antworten

®
@ Nein

@ Das weiR ich nicht genau.

15. Greifen Sie manchmal zu nachhaltigen Produkten nur um ein gutes Bild
nach auBen zu geben, obwohl Sie nicht vom Produkt Uberzeugt sind?

69 Antworten

® Ja
@ Nein
@ Hin und wieder, jal

Fragen zu Produkten.



16. Achten Sie beim Kauf von Getranken auf Zertifikate auf den
Produktlabels?

771 Antworten

® 2
@ Nein

@ Nur bei bestimmten Getranken

17. Welche Getranke waren das? (Nur antworten, wenn oben nicht nein
geantwortet wurde)

26 Antworten

Soft Drinks 7 (26,9 %)

Wasser 11 (42,3 %)

Milch und &hnliche
)

Getranke 10 (38,5 %)

Frucht- und Gemusesafte 13 (50 %)
New Drinks (Energy Drinks,

0
Booster fir Sport, R2D T... 8128,



18. Wie bewerten Sie die Informationen auf Getranke Labels?

771 Antworten

60

40

20

19. Wie oft achten Sie beim Kauf von Getranken auf deren Inhaltsstoffe
(z.B. Zucker, Zuckerersatzstoffe, Koffein, gesattigte Fettsaduren, KCAL)

771 Antworten

15
12 (16,9 %)
11 (15,5 %)
10 (14.1 %)
10 8 (113%)
7(9.9%)
6 (8.5 %)
5(7%)
5 456 %) 456 %)
2(2.8%) 2(2,8%)
0

1 2 3 4 5 6 7 8 9 10 Nein



20. Was assoziieren Sie mit Bio-Produkten

771 Antworten

gesunde Ernahrung

Umweltfreundlichkeit

hochpreisige Produkte 27 (38 %)

Héhere Preise bei nicht

i e 1(1,4%)
zwangslaufig Qualitat
Grundsatzlich gut aber bio 5
bedeutet nicht, dass es a... 10.4%)
JArtgerecht” Tier- und %
Pflanzenzucht ohne kritis... 1(4%)
0 10 20 30

21. Was bedeutet "Fair-Trade" fur Sie?

71 Antworten

Nein

Fair Preis fiir den Erzeuger

Faire Bezahlung, keine Ausbeutung der Arbeiter

Nachhaltigkeit.

Produkt wird unter guten Bedingungen hergestellt.

Faire Bezahlung der Arbeiter in der Produktionskette

Waren die aus ¢kologischen und fairen Anbau stammen. Den Arbeitern in anderen

Landern wird zumindest ein fairerer Lohn bezahlt.

Faire Preise zu fairen Léhnen

Faire Verhandluna. Hersteller*innen bekommen unter auten Arbeitsbedinaunaen

10

38 (53,5 %)

32 (45,1 %)

40



22. Was halten Sie von Fair-Trade?

771 Antworten

Grundsatzlich gut. 57 (80,3 %)
Ich habe keine Meinung

L
iy 9 (12,7 %)

Ich finde Fair-Trade nicht

0
gut. 0 0%

Ich habe schon éfters

—6 (8,5 %
negative Nachrichten (ib. .. &%)

Mir ist nicht genau klar was

0
Fair-Trade bedeutet. A1E8

23. Welche Verpackungsart bevorzugen Sie bei Getranken?

71 Antworten

51 (71,8 %)

23 (32,4 %)

Kartons (tetra ...) 7 (9,9 %)

Dosen —6 (8,5 %)
Karton 1(1,4 %)
wiederbeflllbare Behaltni... 1(1,4%)
Meine Mehrwegbehalter @—1 (1,4 %)
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24. Wie wichtig ist lhnen die Recyclebarkeit der verschiedenen
Getrankeverpackungen?
771 Antworten

%0 26 (36,6 %)

24 (33,8 %)

20
14 (19,7 %)

10

1 (1,i4 %) 1 (‘I,I4 %)

1 2 3 4 5 Nein Ja

25. Was ist Ihnen bei der Verpackung von Getranken besonders wichtig?

771 Antworten

Design und Gestaltung 10 (14,1 %)

Funktionalitat (Erhaltung
der Produktqualitat,
Transportfahigkeit)

58 (81,7 %)

Recyclebarkeit 34 (47,9 %)

Marken und Unternehmen.
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26. Kaufen Sie Getranke dieser Marken 1. Coca-Cola 2. PepsiCo 3. Nestlé?

71 Antworten

® Ja
@ Nein
@ WeiR ich nicht

27. Wie haufig kaufen Sie diese? (ungefahre Zuordnung)

71 Antworten

@ taglich

@ 3x wochentlich

@ 1x pro Woche

@ 1x Monat

@ \Weniger als oben angegeben

28. Welche Marke bevorzugen Sie? (unabhangig einzelner Produkte)

771 Antworten

@ Coca-Cola

@ Pepsi Cola

@ Nestlé

@ (ch finde alle gut

@ Ich finde alle nicht gut
@ Ich finde beide gut.




29. Zu welchem Konzern gehéren unter anderen folgende Tochtermarken:

Aquafina, Gatorade, Bubly, Mountain Dew, Lipton?

71 Antworten

@ Coca-Cola

@® PepsiCo

@ Nestlé

@ Ich weil es nicht

30. Zu welchem Konzern gehéren unter anderen folgende Tochtermarken:

Acqua Panna, SanPellegrino, Vittel?

771 Antworten

@ Coca-Cola

@ PepsiCo

@ Nestlé

@ Ich weil es nicht
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31. Zu welchem Konzern gehoren unter anderen folgende Tochtermarken:

Schweppes, Dasani, innocent, Fairlife, Costa Coffee, Fuze tea?

771 Antworten

@ Coca-Cola

@ Pepsi

@ Nestlé

@ Ich weiR es nicht

32. Welche der Marken halten Sie fir die Nachhaltigste?

771 Antworten

@ Coca-Cola
@ PepsiCo
@ Nestlé

33. Wie bewerten Sie die Kommunikation dieser Unternehmen in Bezug auf

Nachhaltigkeit nach auBen (Werbung, Social Media, Website,
Pressemitteilungen, Reporting)?

771 Antworten
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