FERRERO'S CORPORATE SOCIAL RESPONSIBILITY - PLANET

F-ACTS: FERRERO’S
SUSTAINABLE
AGRICULTURAL
PRACTICES
FERRERO WORKS WITH A VISION OF “SHARING VALUES TO CREATE VALUE” AND
HAS ALWAYS PREFERRED TO ESTABLISH DIRECT LONG-TERM COMMERCIAL
RELATIONSHIPS WITH PRODUCERS AND SUPPLIERS OF RAW MATERIALS, BASED
ON DIALOGUE AND TRANSPARENCY.

To source the best raw materials in
the market, Ferrero has long developed a deep understanding and
knowledge of ingredients, their origins and their transformational processes. Now more than ever, sustainability has become a key component
of this knowledge culture.
Ferrero works with a vision of “Sharing Values to Create Value” and has
always preferred to establish direct
long-term commercial relationships with producers and suppliers
of raw materials, based on dialogue
and transparency.
According to this vision, value is
created not just from a commitment to a set of core values; it also
implies the responsibility to share
those values with all stakeholders

inside and outside of the Group. In
particular, Ferrero cares about the
conditions that characterize the production of its supply chains’ raw materials. Moreover, Ferrero requires
all suppliers and collaborators to
adhere to Ferrero’s Code of Business Conduct and to comply with its
non-negotiable high standards. This
ultimately will strengthen the partnership with all actors of the supply
chain and increase transparency. Ferrero acknowledges that raw materials
are produced in rural areas, and that
rural development is the real driver
to help farmers, workers, and their
families. For this reason, Ferrero also
promotes good agricultural and social practices according to internationally recognized standards.

WITH A VISION TOWARDS SUSTAINABILITY, IMPROVING THE CONDITIONS
OF RURAL AREAS AND THEIR COMMUNITIES WHERE RAW MATERIALS ARE
SOURCED, FERRERO HAS LAUNCHED AN UMBRELLA PROGRAMME OF THE
GROUP’S ENGAGEMENT TOWARDS SOURCING SUSTAINABLE RAW MATERIALS,
FORMULATED AS FERRERO - AGRICULTURAL COMMITMENT
TO SUSTAINABILITY (F-ACTS).
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F-ACTS

T

o implement its ambitions for sustainable agricultural supply chains,
Ferrero has launched Ferrero Farming Values (FFVs) programmes
for its key raw ingredients, under the F-ACTS framework.

For each raw material, a tailored FFV programme is guided by specific objectives, based on a 3-pillar approach: development of dedicated projects
and partnerships, adoption of standards and certifications, institutional and
collective engagements.
Specifically, considering the complexity of the global sourcing activities, Ferrero Group recognises that a single actor alone cannot transform a given
supply chain into a sustainable one.
ALL STAKEHOLDERS ALONG THE VALUE CHAIN MUST WORK
TOGETHER TO ACHIEVE SUSTAINABLE SUPPLY CHAINS.

The three pillars work in conjunction to complement each other, rather than
operating in isolation, a series of actions and initiatives implement the 3-pillar approach.

173

FERRERO'S CORPORATE SOCIAL RESPONSIBILITY - PLANET

THE 3 PILLARS
DEVELOPMENT OF PROJECTS ADOPTION OF CERTICATIONS
AND PARTNERSHIP
AND STANDARDS

TFT,
GeoTraceability,
Support to Life

INSTITUTIONAL AND
COLLECTIVE ENGAGEMENT

RSPO, Bonsucro,
UTZ/Fairtrade/
Rainforest Alliance

International Cocoa Initiative,
World Cocoa Foundation,
Caobisco/ILO

PROGRAMMES AND OBJECTIVES

COCOA

By 2020
100% certified as sustainable

COCOA
PALM OIL

30 - 65 - 70 - 35

40 - 70 - 80 - 60

Since January 2015
100% sustainable certified
RSPO as segregated

50 - 0 - 100 - 10

PALM OIL
HAZELNUTS

05 - 20 - 90 - 0

05 - 30 - 100 - 10

By 2020
100% traceable

HAZELNUTS
SUGAR - 001

PANTONE 4695 CVC

20 - 60 - 100- 10

45 - 10 - 100 - 20

65 - 25 - 100 - 40

By 2020
100% certified as sustainable

CANE SUGAR
EGGS

50 - 0 - 100 - 10

0 - 0 - 0 - 30

EGGS

Since September 2014
100% from barn hens for EU plants

MILK

Pursue strict quality standards and monitor
sustainability indices

0 - 0 - 0 - 50

MILK

0 - 10 - 20 - 40

0 - 60 - 100 - 0

0 - 45 - 100 - 0
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Objectives set for coffee and soy lecithin supply chains have already been
reached. Ferrero will commit to:
• 100% non-GMO soy lecithin.
Ferrero has always done so and will
continue to uphold this commitment;
• 100% certified sustainable
coffee. Coffee is generally sourced
from Central and South America

from selected suppliers. The UTZ
coffee programme “enables farmers
to learn better farming methods, improve working conditions and take
better care of their children and the
environment1”.

Supplier Sustainability Programme: assessing and
supporting suppliers’ sustainability performance

1. UTZ Certified Coffee
Programme Mission
Statement.

As part of F-ACTS, we began the
partnership EcoVadis, a global
collaborative CSR data exchange
network, to evaluate and validate
the sustainability performance of
our strategic suppliers. EcoVadis offers an analytical tool, a scoring system and a secure online database of sharing our suppliers’ sustainability practices. Selected suppliers are invited to complete EcoVadis’
sector-specific questionnaire about their environmental, social, supply
chain practices and business ethics. The results are analysed, scored
and reported through its rating system, which is based on internationally recognized standards such as the Global Reporting Initiative, the
UN Global Compact and ISO 26000. By using this common platform,
we will be able to engage with our suppliers, identifying sustainability
challenges and/or opportunities to improve the supply chains. A pilot
project has rolled out in December 2015.
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COCOA

COCOA

The vast majority of the world’s cocoa is produced by small or family-run
farms in developing countries. Contrary to industrialized agribusiness, these
small-scale farmers often must rely on
outdated farming practices with limited agricultural knowledge and resources. Farmers face significant challenges
and encounter the complexities of economic, social and environmental issues,
such as the increased competition by other crops and lack of access to and
knowledge of good agricultural practices.
To safeguard the future of the cocoa
sector, Ferrero is committed to supporting and improving cocoa farming
sustainability through the implementation of the Ferrero Farming Values
Cocoa Programme. Our programme's
approach is based on three key pillars:
Certification, Institutional Engagement
and Project Partnerships.
30 - 65 - 70 - 35

40 - 70 - 80 - 60

50 - 0 - 100 - 10

Certified Cocoa
One of Ferrero’s key commitments towards building a sustainable agricultural supply chain is to source 100% certified cocoa beans by end of 2020.
In FY 2014/2015, Ferrero consumed more than 120,000 tonnes of cocoa
beans, of which 44% was certified as sustainable cocoa, in line with the
predicted target for the relevant period.
SUSTAINABLE COCOA SOURCING ROADMAP

25%
20%

50%

COCOA

100%

75%

30 - 65 - 70 - 35

AUGUST 2013

END OF 2016

END OF 2018

END OF 2020

Origins: Côte d’Ivoire, Ghana, Nigeria, Ecuador, Cameroon and others
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Currently, the Group is sourcing sustainable cocoa beans with the following
certification standards: UTZ Certified, Rainforest Alliance Certified™ and
Fairtrade.
UTZ certification means sustainable agriculture and better opportunities for
farmers, their families and the planet.
The UTZ programme enhances farmers’
knowledge of good agricultural practices, improves working conditions and ensure they care for their children and the
environment. Through UTZ, farmers grow
better crops and enjoy a higher income,
which creates better opportunities for them and their families, preserves the
environment and protects the earth’s natural resources.

Rainforest Alliance Certified™ farms support a
healthy environment, promote the well-being of
workers and their communities and ensure efficient
farming methods. Farm workers benefit from safe
working conditions and housing, medical care and
access to schools for their children. Certification
helps ensure the protection of ecosystems, including wildlife habitats, water
and soil.

The Fairtrade Cocoa Programme enables
small-scale farmers to benefit by selling more
of their cocoa as Fairtrade. For more info, visit www.info.fairtrade.net/program. Within the
Fairtrade Sourcing Programme terms, in 2013
Ferrero committed to buy 20,000 tonnes of
cocoa by 2016. By the end of 2015, Ferrero purchased 8,880 tonnes of
Fairtrade cocoa.

To help achieve the 2020 sourcing goal, Ferrero collaborates with non-profit and farmer organizations to address agricultural, social, environmental
and business issues in cocoa farming. Ferrero also supports ongoing local
projects to ensure sustainable cocoa production, whilst improving cocoa
farmers’ living conditions and the well-being of their communities. Following
are some examples of these on-the-ground projects.
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Nigeria: Kokodola Project

Since 2012, Ferrero has been engaged in a private-public-partnership project with IDH, Oxfam Novib,
Continaf, Petra Foods Limited and
Farmers’ Development Union (FADU)
in Nigeria. The project is the Kokodola Project, which means "cocoa brings
wealth" in the Yoruba language.
The Kokodola Project’s overall goal
is to improve the livelihood of cocoa
farmers in the states of Ondo and
Osun in of western Nigeria, with five
specific objectives:
• improve cocoa production and
quality;
• improve access to finance and
agricultural inputs;
• help “professionalize” farmer
groups;
• address social issues to empower
vulnerable groups and improve livelihoods;
• strengthen
multi-stakeholder
groups at a national level.
Launched in April 2012, the project aimed to train more than 7,500
farmers by 2015 in good agricultural,

good social and good business practices. In FY 2014/2015, 1,955 farmers
(1,370 male and 585 female) were
trained. Over the four-year project
period, the total number of trained
farmers (7,580) exceeded the target.
Under the good agricultural practices training, cocoa farmers learned
how to better manage their farms,
leveraging skills such as grafting,
new planting, pruning, weeding
and spraying. In FY 2014/2015, 20
demonstration plots were created to
exhibit new and/or improved innovative practices so that farmers could
replicate them on their own farms.
In the same period, training in cooperative management was held for
three farmers’ organizations, reaching 146 cocoa-farmer members. The
main purpose of the training was to
improve skills and strengthen the internal capacities in developing the
farmers’ organizations in the area of
democratic governance, improved
client services and economic dimensions.
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The most important things I learned from the Kokodola
Project were the aspects of pruning, spraying and nursery
development. Learning the pruning technique
has really helped to increase my production,
and I have used the knowledge I gained from nursery training to build my own cocoa nursery for the extension of
my farm.
Olomi Rotimi,
cocoa farmer in Nigeria
In order to gain a better understanding of the social challenges of cocoa
farming, studies on issues related to
child labor, women empowerment
and youth involvement in agriculture
were conducted. The results of the
studies were utilized to design the
strategies and activities employed to
address the identified issues. To support to the elimination of child labor,
a series of awareness-raising activities were carried out.

They included distribution of posters in schools and project areas, distribution of customized T-shirts and
informational material to all the lead
farmers. Regarding the strengthening of female participation in the project, training on gender justice and
women empowerment in economic
development were provided to 180
farmers, among which 120 women
and 60 men.

Interview with a farmer involved in the Kokodola Project
How long have you been a cocoa farmer?
I started working on the farm with my father in 1965 when I
was four years old.
What has changed since joining Project Kokodola?
We are using the techniques as taught in the Farmer Field School (FFS);
especially pruning is a big improvement. The difference is that the work
becomes less and I am seeing fruits coming out where they did not
come out before.
Two of my children are in secondary school while one is still in primary
school. My other four children are married and are into business, like
trading. What changed since that start of the project is that now there
is nothing my children need that I cannot provide.
Can you give an example of that?
I have given my son the starting capital to open a business. He is now
selling iron rods for construction.
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Would you like it if your children go into cocoa farming?
Yes now. I have recently paid for a cocoa farm for my son, who is 27.
He did not yet join Project Kokodola because he is waiting to see of this
project is worthwhile; other companies did projects a few years back and
cheated the farmers. That is why he is skeptical.
Has your farm yield increased?
Yes, from 3 tonnes in 2012 to above 4 tonnes last season (2013).
What are the biggest challenges you face?
Before this programme we used to cheated on weight, with rigged scales. The selling of cocoa and getting a fair price was a big problem. But
this has improved with the project. Also transportation is a problem. The
project vehicle is not coming regularly, the road to our village has been
repaired last year so we expect the project truck to come much more to
pick our cocoa, so we are hopefully.
How do you see the future?
The farms I was buying are for when I get older. My children will be doing
well and I will be able to rest. I have two permanent staff and fourteen
causal labourers working for me. The yield is improving and
the prices are fair. So my only worry is how long this project
will stay, before they leave again. We hope this project will
really stay.
Mrs. Raji (52 years old),
cocoa farmer
March 2014

Ghana: Ferrero Cocoa Community Commitment (F3C)
In collaboration with the NGO, Source Trust, and the National Programme
for the Elimination of the Worst Forms of Child in Cocoa (NPECLC) in Ghana,
the Ferrero Cocoa Community Commitment (F3C) project - a Public-Private
Partnership created in compliance with the 2010 Harkin-Engel Framework of
Action - was approved in 2012 with fieldwork beginning in early 2013. The
programme's overall objective was to improve the livelihoods and well-being
of cocoa-farming families and their children through a measurable reduction
in the worst form of child labor and an increase in household income.
The project effectively finished the end of 2015.
Working with NPECLC, F3C aligned to Ghana’s 2009-2015 National Plan of
Action through four project interventions:
• assist NPECLC to establish the Ghanaian child labor monitoring sys-
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tems (GCLMS) in 162 new communities identified as prevalent to the worst
forms of child labor (WFCL), while strengthening the 14 communities already
participating in NPECLC’s GCLMS pilot, thereby reaching a total number of
176 cocoa-farming communities;
• support the Department of Social Welfare’s community sensitization and
mobilization programmes to promote understanding of children’s rights
including the effects and consequences of child labor through the establishment of Community Child Protection Committees (CCPC);
• introduce comprehensive livelihoods training to community-based
farmers’ organizations to enable training to their farmer members. Numerically, the goal was to train 8,800 farmers in better farming and social practices and to reach 26,400 children as indirect beneficiaries of such training;
• assist the Ghana Education Services (GES) by installing eight Village
Resources Centers (VRC) (IT labs) located at schools to make the teaching
and learning of computers and the internet more hands on and effective.
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F3C PROGRAMME TRAINING MATERIAL

Project Results
• Over the project’s three-year
timeline, F3C reached a total of 226
cocoa-farming communities (versus
a planned reach of 176) across 8 districts.
Involved in training:
COMMUNITIES

226

• By the end of 2015, five Village
Resource Centers were installed in
project communities. This intervention ensured that on average 918
junior high school students could
acquire IT skills in a lab environment as opposed to book learning.

While important farmer training targets were reached, goals pertaining
FARMERS
to the rollout of the GCLMS were not,
in particular the expansion of CCPCs
• The goal of training 8,800 farm- beyond the original 48 communities,
ers in good agricultural, social and data collection on child labor cases
environmental practices was met. and remediation efforts, and deployIn 2015, the training curriculum was ment of the GCLMS tools. NPECLC
expanded to include new topics, funding constraints prohibited the
such as gender empowerment, di- scaling up of child labor sensitization
versification of cocoa farming, rapid and the GCLMS efforts. Fortunately,
ANNO
ANNO
plantain multiplication techniques, Source Trust managed to integrate
local soil testing and improvement child labor sensitization into the livelitechniques.
hoods training modules for all farmers.

8,800

AGRICOLTORI
ADERENTI
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F3C Benefits
F3C provided comprehensive livelihood training for Field Officers, for
Lead Farmers, and for Farmers covering good agricultural, social and environmental practices. Training was
designed to help farmers achieve
improved cocoa yields, and hence
a potential to increase livelihoods to
better support their families, and commensurately, to decrease the need for
children to work on their family farms.
Training also included learning on the

Ghana Hazardous Framework specific
to child labor in cocoa, clarifying the
activities that children are allowed
to do, based on age and during offschool hours, and those that they
should never undertake.
Other popular themes in the curriculum included: gender issues, the
Spraying Service Providers (SSP) concept, food crops, and rapid plantain
multiplication techniques.

In addition to training, farmers benefited from:
1. distribution of personal protective equipment;
2. establishment of demonstration plots, following the Integrated Soil
Fertility Management Methodology (ISFM) to understand the constraints to
productivity and the successes of integrated treatments;
3. distribution of plantain seedlings for shade trees or subsistence crops;
4. improved access to hybrid planting material;
5. field visits from Source Trust agronomists at least once a year.
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Other efforts in Ghana
In addition to the F3C programme in
Ghana, Ferrero and Source Trust have
extended reach to an additional 4,714
farmers in three districts through the
UTZ Certification programme.
Ferrero’s commitment to traceable cocoa is enhanced by its use of
the GeoTraceability farm mapping
system. By the end of 2015, 9,730
farmers have been fully mapped and
are supplying Ferrero with traceable
cocoa. By the end of 2016, 13,000

farmers will be integrated into the
GeoTraceability system and will supply fully traceable and UTZ Certified
beans to Ferrero.
The individual smallholder farms producing this cocoa are mapped using
handheld GIS devices that collect a
range of farm data, such as tree age
and planting density, disease prevalence and farming practices. This
allows Ferrero to gain important insight into the socio-economic situation of cocoa farmers.

THIS INFORMATION IS USED BY FERRERO AND SOURCE TRUST TO MORE
CLOSELY TAILOR AGRICULTURAL AND COMMUNITY INTERVENTIONS TO THE
NEEDS OF THE FARMERS AND THEIR COMMUNITY.
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Ultimately, it also monitors the outcomes of Ferrero’s investments in those
engagements to ensure Ferrero delivers improvements in productivity
and in the livelihoods of the cocoa farmers who supply their cocoa.

Côte d’Ivoire: Partnerships with Fairtrade and
Cooperative Union ECOOKIM
Joint-monitoring Programme with Fairtrade
ECOOKIM is a cocoa cooperative
union in Côte d’Ivoire consisting of
23 member cooperatives and approximately 10,000 cocoa producers. Since 2014, Ferrero has sourced
Fairtrade certified cocoa directly
from ECOOKIM. In FY 2014/2015,
ECOOKIM assigned seven member
cooperatives and their respective cocoa volume to Ferrero, with approximately 5,400 cocoa farmers.
In April 2015, Ferrero and Fairtrade
Germany initiated a joint monitoring
project to assess the development
of the cooperative union, explore
potential for further progress and
improve well-being of the cocoa producing communities. The detailed
objectives are as follows:
• to assess the operating progress
of ECOOKIM on cocoa farming and
community development;
• to
strengthen
ECOOKIM’s
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self-monitoring capacities;
• to support further social and sustainable development of the cocoa
farming communities;
• to contribute to a transparent
and long-term partnership with
ECOOKIM.
A key deliverable of the project is to
develop a robust monitoring system
for the seven cooperatives supplying
to Ferrero. Since the development of
the initiative, 18 key performance indicators (KPIs) were developed covering areas on cocoa farming and
community well-being. The KPIs were
translated in the form of questionnaires, in which a digital reporting
scheme was organized for the cooperatives. To facilitate the monitoring
process, training on data collection
and specific KPIs were offered to cooperative members. An agricultural
economist with significant field expe-
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rience on impact monitoring in the rural sector was recruited as a consultant
on this project with responsibility for data collection and subsequent training
of the cooperative staff.
The project’s data collection phase was completed in December 2015. The
collected data will have been processed, analyzed and verified by FLOCERT
by early 2016, with the first progress report ready by the end of the first quarter of 2016. It is expected that the progress would strengthen and promote
sustainable development and improve the well-being of the cocoa producing communities in Côte d’Ivoire.

Child Labour Prevention Programme
Apart from the Ferrero-Fairtrade
joint-monitoring project, ECOOKIM took part in the Fairtrade programme, “It Takes a Village to Protect a Child”, whose goal was to
prevent child labor in cocoa-producing communities and improve
the well-being of children. Three
out of seven of Ferrero’s supplying
cooperatives participated in the programme. The programme is carried
out by Fairtrade in collaboration with

a local child rights NGO, Fraternité
Sans Limites (FSL). It is composed of
two major pillars:
1. Establishment of a Child Labor Committee to undertake awareness-raising activities and develop a
child protection policy. This Committee conducts a household survey to
monitor risks for children in the communities. The survey is carried out by
trained Youth Monitors (18-15 years
old) at community level.
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2. Improvement of primary, secondary and vocational education to promote employment opportunities for young community members.
In addition to the Fairtrade-led programme, ECOOKIM has set up a school
loan fund for its member cooperatives to combat child labor and encourage
the children of farmers to go to school. With financial support from Ferrero,
a primary school is currently under construction, which is expected to be
operative in 2016/2017 school year.

Capacity-Building Activities
As part of the Fairtrade certification activities with ECOOKIM, the
partnership aims to continuously
improve the living conditions of
cocoa famers and their communities, and contribute to the creation
of a sustainable sector. To enhance
the overall competitiveness of the
cocoa-farming sector, extensive training on good agricultural, social and
environmental practices were given
to farmers. Commensurate to this,
cooperative management training
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was provided to member cooperatives. In particular, ECOOKIM developed a female empowerment project
to assist women make a better living
and, therefore, improve their living
conditions. Activities in this project
include organizing agricultural training related to irrigation and subsistence farming (e.g. vegetable cultivation) and providing technical and
financial support on market access to
sell their produce.
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PALM FRUIT OIL
PALM OIL

The Ferrero Group sources less than
0.3% of the world’s total palm oil production. In FY 2014/2015, approximately 180,000 tonnes of palm fruit
oil were sourced out of about 62 million tonnes of the world production
according to official statistics (Oil World 2015).
05 - 20 - 90 - 0

05 - 30 - 100 - 10

Ferrero can play a significant role in leading the sustainable transformation of
the palm oil sector, to the benefit of the environment and of the communities
living and working in palm oil-producing countries. Thus, the Ferrero Group
has been working towards a responsible supply of palm oil since 2005, at
which time the Group strategy involved investing in Roundtable on Sustainable Palm Oil (RSPO) certified. Once first volumes became available,
Ferrero started systematically focused on segregated certified palm oil.
SINCE JANUARY 2015, FERRERO PRODUCTS ARE PRODUCED WITH ONLY
PALM FRUIT OIL THAT IS 100% SUSTAINABLE PALM OIL CERTIFIED RSPO AS
SEGREGATED.
COMPARISON BETWEEN PALM OIL SUPPLY CHAIN CERTIFIED RSPO
AS SEGREGATED AND CONVENTIONAL SUPPLY CHAIN
RSPO CERTIFIED SUPPLY CHAIN

THIRD PARTY
CERTIFICATION

IT REPORTING SYSTEM

PALM OIL CAN BE TRACED BACK TO SEVERAL CERTIFIED SUPPLY BASES

MILL AND SUPPLY BASE

TRANSPORT

REFINERY

CONVENTIONAL SUPPLY CHAIN

NO THIRD PARTY CERTIFICATION
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However, the Group’s effort of sustainability is beyond achieving 100%
RSPO segregated certified palm oil.
This was first demonstrated in November 2013, by the launch of the
Ferrero Palm Oil Charter: a robust,
publically available, time-bound implementation plan, working extensively with our suppliers. Ferrero also
became a member of TFT, a global
non-profit organisation, whose teams
work across the world to help transform supply chains for the benefit of
people and nature.
TFT supports Ferrero in the implementation of its commitments. Those commitments aim at achieving full
FFB (Fresh Fruit Bunch) traceability
to the growers the Group is sourcing
from, visiting the plantations and providing recommendations for meeting
Ferrero Palm Oil Charter requirements where necessary. Furthermore,
through this cooperation, Ferrero has
been engaging with its major suppliers and has increased visibility to
the oil palm growers. Desk reviews as
well as onsite visits to the plantations
have completed in order to identify
the gaps between the policies, procedures and field practices with Ferrero Palm Oil Charter requirements

189

and have agreed on a time-bound
action plan with each of the growers.
These action plans are now being implemented and monitored to ensure
their proper implementation.
The Group defined 10 principles for
Ferrero Palm Oil Charter, as shown
below, that Ferrero is committed to
respecting, together with its palm
fruit oil suppliers. These principles require that Ferrero Group's suppliers:
1. Provide fully traceable oil, while
including smallholders.
2. Not clear High Carbon Stock
forests.
3. Not use fire to clear land.
4. Not plant on peat soils.
5. Protect orang-utans and other
endangered species by maintaining
High Conservation Value areas.
6. Report on the greenhouse gas
emissions of their production.
7. Respect human rights, including the right to Free, Prior, and Informed Consent of indigenous and
local communities.
8. Recognize,
respect
and
strengthen the rights of workers.
9. Not use Paraquat.
10. Actively fight corruption.
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Greenpeace
“As far as consumer companies go, Ferrero, the maker of NUTELLA®, is
actually one of the more progressive consumer-facing companies when
it comes to palm oil sourcing. Responding to the demands of their customers, Ferrero was one of the first companies to announce a policy to
end the use of deforestation palm oil…
…
Ferrero – unlike many companies – is being transparent and accountable about progress toward implementing these commitments.
…
Policies such as Ferrero's are important and set benchmarks that others
should follow”

Suzanne Kroger, Global Palm Oil Coordinator
at Greenpeace International
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Why does Ferrero use palm oil?
Palm oil is used in a variety of our Ferrero products, along with other
attentively selected ingredients, for three reasons:
• the presence of palm oil can be adapted in different quantities to
the requirements of each recipe, since some require more creamy fillings, others a crunchy texture, while some others both, and – what’s really important – without resorting to the hydrogenation process, which
produces “trans fats” that have been recognized by the authorities and
the scientific world as particularly harmful to health;
• it contributes to the balance among the other ingredients (such as
hazelnuts, almonds) enhancing their taste, since it is odorless and tasteless, after the refining process;
• it helps to maintain the unique taste of Ferrero products along the
whole shelf life, because of its higher stability to oxidation compared to
other vegetable oils.

Traceability, the first step towards understanding
where problems arise and finding solutions
RSPO segregated certified palm oil
guarantees that the oil comes from
a palm tree plantation which is certified against the RSPO principles
and criteria and is not mixed during
the processing with palm oil coming
from non-certified plantations.
However this certification doesn't
provide the location of the plantation. Our commitments are motivated by the desire to have direct
contact with our palm oil suppliers
and establish a short supply chain
in order to be close to the growers,
which facilitates the understanding
of the supply chain and the knowledge of the origin of the palm oil we
buy from.
2. The traceability of
individual plantations
has reached the 98% of the
annual volumes used.

Therefore, the Ferrero Group has
worked with our suppliers to know
the mills and the plantations from
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which the oil comes. Knowing the
location of the plantation Ferrero is
sourcing from allows the Group to
monitor the implementation of the
Charter.
Ferrero’s 2014/20152 records show
that, starting from January 2015,
the total palm oil supply is 100%
segregated. As of August 2015, the
palm oil used in Ferrero’s products is
originated from 59 mills and 249 plantations in Peninsula Malaysia (74% of
total volumes), Papua New Guinea
(17.4%), Insular Malaysia (3.8%), Indonesia (1.7%), Brazil (1.0%) and the
Solomon Islands (0.1%).
From our analysis 5.15% of the palm
oil volumes we buy are coming from
approximately 27,510 smallholders or
small farmers.
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TRACEABILITY OF PALM FRUIT OIL SUPPLY CHAIN

PLANTATIONS

MILL

REFINERY

TRANSPORTATION MANUFACTURER

TRACEABILITY

Palm oil Key facts

• Palm oil and palm kernel oil represent 33% of the global vegetable
oil production (Oil World 2015).
• On average, 60 million tonnes
of palm oil is produced annually (Oil
World 2015).
• One hectare of oil palm trees can
produce on average 3.6 tonnes of oil
each year (Oil World 2015).
• Hectares required to produce
one ton of oil (www.mpoc.org.my):
-----

Palm: 0.26 hectares
Rapeseed: 1.52 hectares
Sunflower: 2 hectares
Soybean: 2.22 hectares

• Oil palm is cultivated on more
than 16 million hectares, which accounts for 6% of all the cultivated
land for vegetable oils globally, but

has the highest output, producing
about one third of all oils and fats (Oil
World 2015).
• Indonesia and Malaysia supply
around 83% of the palm oil produced
globally (of which Indonesia 51%, Malaysia 34%) (Oil World 2016).
• In Indonesia approximately half
of palm oil production derives from
smallholders, in Malaysia they represent one-third of production.
• A palm tree is productive for
around 25 years3.
• One palm tree produces 40 kilograms of palm oil every year3.
• In Indonesia and Malaysia together, approximately 4.5 million
people earn a living from palm oil3.
• The use of palm oil in human nutrition dates back 10,000 years3.
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Improving our suppliers practices:
follow up from the field visits
During 2013 and 2014, Ferrero performed field visits at a selection of
our major suppliers’ supply base,
from where we buy 74% of palm oil.
The outcome of the visits resulted
in the agreement of a time-bound
action plan with each grower. Since
November 2014 the Group has been
working closely with TFT and its suppliers in order to address the gaps
identified during the field visits.

Most of the short-term actions have
been undertaken and the identified
issues addressed (workers conditions, Group policies update, commitments towards No-Deforestation,
No-Exploitation). However, some of
the actions need further engagement
with the growers in order to support
the improvement of practices.

FERRERO PALM OIL SUPPLIERS

Towards the inclusion of smallholders
in our supply chain
One of the pillars of Ferrero Palm Oil Charter is the inclusion of smallholder
farmers in our supply chains and the Group is aware that some smallholder
practices need to be improved and reported. Also, further engagement with
smallholders is needed in order to support them, to achieve better practices
while improving their livelihoods. The Group will actively support this movement by investigating every location, type of smallholder issue and potential
initiatives that Ferrero can engage with. Among others, Ferrero intends to work
with the “Rurality” project, a TFT initiative which aims to empower smallholder
farmers and support more resilient farming communities. Furthermore, we are
contributing through in-depth discussions with OXFAM and collaborating in
the design of the FAIR smallholder project of OXFAM in order to assess potential implementation.
Nevertheless, the Group doesn’t limit its efforts to a single project and will
consider every existing initiative as a possible opportunity to include and
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engage with smallholders within
its supply chain. The Ferrero Group
will continue to work with all its suppliers to firstly assess the rural dynamics of their smallholders. Such assessments will provide information to be
able to tailor the support needed by
small holders/famers to assist them in
transforming and improving their livelihood.

Next steps in 2016
• Ferrero Palm Oil Charter: to
maintain its active role in the sustainable palm oil market, Ferrero will carry on its journey beyond certification,
namely the systematic implementation of the Ferrero Palm Oil Charter
throughout the whole supply chain:
from suppliers to sub-suppliers. In
the next step, Ferrero will translate,
in partnership with TFT, the Ferrero
Palm Oil Charter’s ten objectives into
specific measurable criteria and will
develop a verification tool in order to
assure customers and stakeholders
of the robustness of the Charter, verified by a third party.
• Palm Oil Innovation Group
(POIG): Ferrero actively supports
the POIG, that is a multi-stakeholder
initiative with a mission to transform
the palm oil industry, and break the
link between palm oil, the destruction of forests and peatlands, and
the violation of human and labour
rights. Founded in 2013, the initiative was developed in partnership
with leading NGOs as well as with

progressive palm oil producers.
POIG aims to support the RSPO by
demonstrating that innovation and
leadership in responsible palm oil
production is possible. POIG’s palm
oil grower members demonstrate
that the adoption of innovative best
practices is economically viable. The
Group is developing new models for
best practice in the sector and advocates for these improved practices to
be become mainstream. By engaging with buyers of palm oil from retail and manufacturing sectors, POIG
aims to influence market demand for
responsibly produced palm oil from
POIG verified companies.
For more information on the POIG,
visit www.poig.org.
For more information on the
POIG Charter and indicators, visit:
ht tp://poig.org/wp-content /uplo
ads/2016/03/100316_POIG_FAQ.
pdf.

FOR MORE INFORMATION AND FOR PREVIOUS REPORTS ON PALM OIL
PROGRESS VISIT WWW.FERREROCSR.COM.
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Sustainability in Shea
Shea butter is processed from shea nuts and is used to enhance the
taste and consistency in Ferrero’s products. Shea trees are grown naturally at the Saharan belt across numerous countries in West Africa
and are traditionally collected by local woman. Our ongoing collaboration with our shea supplier AAK continues to support the longterm sourcing of sustainable and traceable shea in Burkina Faso
and bordering countries. By empowering and educating women to
treat shea in the best possible way from collection to storage, the project helps them generate more income from producing higher quality
shea kernels and trading directly the fair trade principles with women’s
group, giving them full freedom to choose whom to trade with.

Sustainability in Sal
Shorea (Sal) butter is obtained from the fruit of the sal tree (Shorea
Robusta) in India. The butter is extracted from its fruit seeds and then
further processed and refined to obtain a light colored butter, which
has a low odor and smooth, dense texture, suitable for cosmetics as
well as food. The butter is used to enhance the consistency in Ferrero’s
products.
Ferrero has been awarded by the local government of Madhya Pradesh,
for its consistent and responsible sourcing approach. We will continue
to work towards a sustainable sal supply chain and seek a long-term
project partnership of sourcing sustainable and traceable sal in India.
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HAZELNUTS
Hazelnut supply chain
HAZELNUTS

FERRERO, AS ONE OF THE LARGEST
GLOBAL PLAYERS IN THE HAZELNUT
SECTOR, AIMS TO REACH THE GOAL
OF 100% TRACEABILITY OF ITS
HAZELNUT SUPPLY CHAIN BY 2020.

PANTONE 4695 CVC

20 - 60 - 100- 10

45 - 10 - 100 - 20

65 - 25 - 100 - 40

Traceability in Ferrero’s hazelnut supply chain refers to the ability to follow
the flow of hazelnuts in the producing stages and trace their origins back to
the farms. With quality as the top priority, a robust traceability system allows
the Group to ensure the quality of production and products.
According to the sustainable hazelnut sourcing roadmap, Ferrero will reach
100% traceability in 2020. By the end of 2015, in line with the defined roadmap, the Group achieved the full traceability of more than 5% of its hazelnuts purchase.
SUSTAINABLE HAZELNUT SOURCING ROADMAP
HAZELNUTS

5%

15%

100%

50%

PANTONE 4695 CVC

END OF 2014

END OF 2016

END OF 2018

END OF 2020

Origins: Turkey, Chile, Italy

The Group has not only sourced hazelnuts from the major hazelnut producing countries (i.e. Turkey, Chile
and Italy), but also from its own plantations. With the objective of meeting
the growing demand and strengthening the leadership position in the
global hazelnut market, Ferrero has

established 6 hazelnut-Agricultural Companies in Chile, Argentina,
South Africa, Georgia, Australia and
Serbia. They are all Ferrero-owned
agri-companies as an investment
to ensure the excellent quality and
counter-seasonal supply of hazelnuts
worldwide.
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For an in-depth and more complete view on Ferrero own hazelnut plantations, please consult the dedicated chapter.
BEING ONE OF THE LARGEST GLOBAL PLAYERS IN THE HAZELNUT SECTOR,
FERRERO COMMITS TO BECOMING A LEADER TO INFLUENCE AND DRIVE
SUSTAINABLE CHANGES ALONG THE ENTIRE HAZELNUT VALUE CHAIN. THIS
COMMITMENT IS HONORED THROUGH THE IMPLEMENTATION OF THE
FERRERO FARMING VALUES HAZELNUT (FFVh) PROGRAMME.

Turkey: Ferrero Farming Value Programme
Turkey produces around 75% of the
world’s hazelnuts annually. In this
country, Ferrero remains one of the
largest buyers and, for this reason, in
2012, the Group decided to start and
develop there the FFVh programme
with local and international partners.
As already mentioned in the previous
CSR reports, Ferrero has paid special
attention to relations with its Turkish
hazelnut suppliers regarding high
quality and safety standards and a
number of ethical, social and environmental issues.
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Since its launch, the project has already shown some positive results in
the Turkish Black Sea region. More
importantly, for the very first time,
Ferrero has and continues to establish a trust-based relationship directly
with the producers, engaging them
in activities to further improve their
farming skills and foster rural development in areas where rural-urban
migration is significant.
Ferrero’s plan for sustainable procurement includes the involvement
of a leading global certification firm,
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sentative sample of farmers was selected through rigorous criteria and
visited by the auditors during harvest
practices.
Scientific Certification System (SCS
Global Services, www.scsglobalservices.com) commissioned to develop concrete action on the ground in Turkey.
Since 2012, SCS, in collaboration
with local auditors, has been validating this model through a document
specifically created to use in the
fields with the farmers, the FFV Control Points. With an extensive round
of audits during the harvest months
(August and September in Turkey),
the auditors completed a comprehensive check of Ferrero’s supply chain and defined the points of
strength and the areas for improvement that constitute the objectives
in the pipeline for FFV in 2014. In FY
2014/2015, during the harvest season, specific audit to the FFVh supply
chain have been carried out by SCS
and local auditing firms to prove the
commitment and compliance of the
producers to the standard. A repre-

The constant monitoring of the situation and a better reading on the
insights of the supply chain are possible through the implementation of a
traceability platform that is managed
in collaboration with GeoTracebility.
This tool allows Ferrero to have a
clear picture on the location of the
orchards, the production of the farmers that supply Ferrero and the main
issues they face in order to better
understand the technical support
needed by them. Ferrero formed a
team of agronomical engineers that
are providing assistance to the farmers throughout the hazelnut producing areas of Turkey.
Agriculture is characterised by cycles
that guide farmers according to crop
calendars and to the observation of
the environment. FFVh is developed
and shaped based on the agricultural calendar to provide producers
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with technical assistance and expertise when needed. Local teams of agricultural technicians have been established in strategic areas in hazelnut
producing regions.
The 79 (54 agricultural technicians and 25 field workers) skilled and motivated young professionals offer farmers free-of-charge consultancy in:
• fertilizer input evaluation and application;
• pest and disease control;
• weed control;
• pruning;
• soil carbon retention;
• harvesting/mechanization;
• water and waste management.
All these points are formalised in a technical plan, the FFV Hazelnut Production Standard, a document that precisely outlines the best practices of
hazelnut cultivation. Through the evaluation of its implementation at a farm
level throughout the two-year project, Ferrero recognized the need to review
the Production Standard and ensure it
is applicable to the hazelnut industry.
In 2015, the standard was revised from
version 1.0 to 2.0 and updated through
a multi-stakeholder consultation process.
The technology transfer is mediated
through the establishment of model
farms that FFVh manages directly, in
the Black Sea region. Farmers are invited to the model farms to learn the
latest agricultural techniques and discuss their farming issues and necessities
with Ferrero technicians.
In 2014 and 2015, 3,600 and 8,938 farmers respectively registered and benefited from the programme, showing great interests in discussing and demonstrating the best way to implement good agricultural practice.
Mechanization aims at minimizing operational costs, while increasing productivity. This essential step in modernizing agriculture has generally benefited
and increased farmers’ competitiveness. In Turkey, FFVh recognised mechanization as a fundamental phase towards professional farming. Working
closely with international agricultural machine manufacturers, FFVh introFFV Hazelnut Production Programme:

2014

YEAR
PARTICIPATING
FARMERS

2015

3,600 8,938
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duced customised machines to its
model farms. The type of machines
hand-built for Turkish hazelnut farming include two-wheel vacuum harvesters, small size track tractors and
easy-to-use grass mowers. In the design of these machines, three factors
are taken into consideration: suitability of using on a steep slope, easiness of maintenance and reasonable price. Through continuous effort
to adapt these machines to farmers’
need, FFVh succeeded in introducing them as common practice. The
programme expects an increased
utilization of machines alongside the
support of FFVh’s technical assistance.
With the scope of turning part-time
farming into an agribusiness, one

key FFVh objective is to enhance farmers’ capacity of discerning the quality and value of the hazelnuts they
grow. Producing quality hazelnuts
on a regular basis enables farmers to
become more resilient to plan their
investment and return, and even-tually continue the farming legacy of
the family. Through dedicated FFVh
drying stations, the free-of-charge
service allows farmers to dry their
hazelnuts to perfection, while preserving the quality from the previous
production stages before storage.
Guided by specific criteria related to
production standards, farmers have
turned up in great numbers to utilize
the 42 FFVh drying stations strategically located throughout the hazelnut-growing regions.
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Public-Private Partnership with Caobisco and ILO
In FY 2014/2015, Ferrero continued to support and participate in the extended Public-Private partnership with Caobisco (Association of Chocolate,
Biscuit & Confectionary Industries of Europe) and the ILO (International Labour Organization) in Turkey for a project named "Integrated Model for the
Elimination of Worst Forms of Child Labour (WFCL) in Seasonal Agriculture in
Hazelnut Harvesting in Turkey". This extended project was developed on the
pilot project model “Elimination of Worst Forms of Child Labour in Seasonal
Commercial Agriculture in Hazelnut Harvesting in Ordu” in 2013 and 2014.
The overall goal of the project is to contribute to the elimination of WFCL in
seasonal agriculture in line with the Turkish Government’s strategy. Specific
objectives are in the following:
• to contribute to the elimination of the worst forms of child labour
in seasonal hazelnut harvesting simultaneously through activities in the East
Black Sea Region and the West Black Sea region as well as selected cities
in the South East Anatolian Region where seasonal agricultural workers are
densely populated;
• to prevent children from working by ensuring that they have an uninterrupted school education when they have to travel with their working
families.
During the 2015 harvest season, the project was carried out in Uzunisa, Efirli, Ünye Fatsa districts of Ordu Province in the East Black Sea Region, and
Hendek District of Sakarya Province, Çilimli and Akçakoca districts of Düzce
in the West Black Sea Region. On the first week of the project, 140 students
in Uzunisa, 150 in Efirli, 150 in Ünye, 190 in Fatsa were registered at social
support centres.
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SUGAR

SUGAR - 001

In FY 2014/2015, the total volume of
sugar purchased by Ferrero can be
broken down to approximately 1/4
refined cane sugar and 3/4 beet
sugar.
50 - 0 - 100 - 10

SUSTAINABLE CANE SUGAR SOURCING ROADMAP
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0 - 0 - 0 - 50

40%

10%

SUGAR - 001

100%

70%
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END OF 2014

END OF 2016

END OF 2018

END OF 2020

MARCH 2015
Origins: Brazil, India, Australia and others

Ferrero has maintained and committed to strong trust-based relations with
numerous agricultural cooperatives and sugar producers. The Group has been
collaborating for decades with some suppliers, who extensively provide us with
high quality assurance of sugar. To support the development of sourcing from
other sugar producing countries, the procurement and quality teams have put in
place the baseline selection procedure for new suppliers. This allows a guarantee that the raw material always meets the Group’s high quality criteria, through
its internal auditing system.
As mentioned in previous CSR reports, Ferrero sources 100% non-GMO sugar.

BY 2020, FERRERO IS COMMITTED TO ACHIEVE ALL
REFINED CANE SUGAR FROM SUSTAINABLE SOURCES.
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By systematically devoting resources to evaluating the currently available
certification schemes, namely their robustness, on-ground impact, resource
and cost efficiency evaluations, we are identifying further possibilities to expand our sustainable sugar cane supply chain.
Furthermore, intensive discussions and field visits devoted to assessing the
technical and sustainability quality of sugar cane farms and mills, we have
identified and formally engaged with suppliers who have sound sustainability strategies.
Since 2010, the Ferrero Group has been a member of “Bonsucro-Better
Sugar Cane Initiative” (www.bonsucro.com), a worldwide recognised organization that promotes the sustainability of the sugarcane sector through a
metric-based certification scheme. The scheme is supported by the implementation of the production standard with a focus on reducing environmental and social impacts including biodiversity, ecosystem, human rights and
labour standards, legal compliance.

In 2014/2015, Ferrero successfully
purchased Bonsucro certified sugar in both Australia and Brazil, which
accomplished the step to reach an
interim target of above 20% milestone by the end of August 2015.
With the revenue from the sale of Bonsucro certified sugar, the farming community will benefit from extra money for investments directed
at improving agricultural practices and strengthening the sustainability
practices.

Furthermore we are actively committed to incentivizing existing suppliers,
like EID Perry, to improve and certify their supply, and apply Bonsucro certificates.
The Ferrero Group will continue to actively seek and utilize other sustainable
sources where possible, with the aim to identify collaborative CSR initiatives
that could contribute to achieving the objective of attaining 100% sustainable sugar cane.
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POLICY ON ANIMAL WELFARE IN THE MILK
AND EGG CHAINS
Ferrero considers animal welfare an important principle of its social responsibility. Within the supply chains of animal origin products, one of Ferrero’s
objectives is the development of a process that ensures the progressive
improvement of animal welfare standards. Animal welfare contributes to
the quality and safety of products, as well as the sustainability of the supply
chain over time.
ANIMAL WELFARE IS AN INTEGRAL PART OF THE FERRERO CODE OF BUSINESS
CONDUCT. IN DEFINING THE PRIORITIES OF ITS COMMITMENT, FERRERO
HAS CHOSEN TO GRADUALLY IMPLEMENT COMPLIANCE WITH THE FIVE
FREEDOMS FOR THE PROTECTION OF ANIMAL WELFARE, DEVELOPING THEM
OVER TIME AND ANTICIPATING CHANGES IN REGULATIONS.

The 5 freedoms4 for animal welfare
describe the ideal conditions by which
an animal's condition of well-being
should be deemed acceptable:
1. freedom from hunger, thirst
and malnutrition, ensuring the animal's access to fresh water and a diet
that maintains full health;
2. freedom to have a suitable
physical environment, providing
the animal with an environment that
includes shelter and a comfortable
resting area;
3. freedom from pain, injury,
and disease, preventing or diagnosing and treating issues quickly;
4. freedom to express their
own species-specific behavioural
characteristics providing the animal
sufficient space, proper facilities and
the company of animals of their own
species;
5. freedom from fear and distress ensuring conditions and care
that do not involve psychological
pain for the animal.

Therefore, Ferrero is committed to
ensuring that the animals in their supply chains receive an adequate supply
of water and food and the necessary
care to keep them in good health,
avoiding pain and suffering. For example, animal welfare is ensured
through cooling systems, adequate
rest areas and environmentally enriched systems (i.e., beddings with
mattresses, back-scratching brushes).
The size of cubicles and the reaction
of the animals at the approach of man
(approach test) are also monitored.
Moreover, due to the long-term relationships developed with its suppliers, Ferrero works to ensure not only
compliance with regulations concerning animal welfare but aims to go beyond the minimum legal standards,
in cases warranted by suitable conditions. This commitment is even more
challenging in some areas, however
insignificant in terms of the amount
of supply, where a deep sensitivity on
the topic of animal welfare has not yet
developed.

204

4. The five freedoms for the
protection of animal welfare
are listed by the Farm Animal
Welfare Council (1979) based
on the Brambell Report.
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EGGS

EGGS

Ferrero has adopted a voluntary internal programme to source eggs more
responsibly. The programme commits
to sourcing eggs from cage-free
hens living in barns with the following
timescale applied for all EU plants. Ferrero has reached the objective of using 100% cage-free eggs since 2014 in the
EU and will continue its commitment:
0 - 10 - 20 - 40

0 - 60 - 100 - 0

0 - 45 - 100 - 0

EGGS FROM CAGE-FREE BARN HENS ROADMAP

40%

SEPTEMBER 2012

100%

60%

SEPTEMBER 2013

SEPTEMBER 2014

Origins: EU-15 for EU Plants

THANKS TO THE ONGOING COMMITMENT AND TO THE COLLABORATION
WITH SUPPLIERS, IN SEPTEMBER 2014 AND THUS IN LINE WITH ITS OBJECTIVE,
THE GROUP REACHED THE GOAL OF 100% OF EGGS FROM BARN HENS FOR
ALL THE PLANT OF EU.

In 2013, Ferrero developed two new manufacturing plants outside Europe,
in Turkey and Mexico. The eggs used in these plants make up approximately
5% of Ferrero’s global consumption. Although this represents a small quantity, Ferrero is committed to developing
a cage-free egg sourcing strategy for
these areas, even where cage-free egg
supplies are not usual practice. Ferrero continues to engage in dialogue
with the national suppliers of these
countries to influence the adoption
of cage-free eggs and develop a plan
to reach 100% of eggs sourced from
cage-free hens.
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MILK

MILK

Over the years, Ferrero has developed
and nurtured long-term relationships
with milk producers whom are carefully
selected locally. This approach has enabled mutual cooperation to ensure and
improve freshness and quality with
the same standards for all our milk suppliers.
30 - 0 - 10 - 20

60 - 0 - 10 - 30

Ferrero uses these relationships to strengthen its "controlled, short supply
chains" with particular attention to the activities of suppliers linked to sustainability.
Ferrero strictly adheres to national production regulations for raw milk and
dairy, and constantly encourages its suppliers towards the best practices of
milk production.
Dairy production regulations covering milk quality parameters (for example
the absence of antibiotics), and its classification and composition, may vary
from country to country. However, Ferrero’s high standards for the supply of
milk are applied globally, regardless of the severity level of local regulations
in force.
Ferrero sources its milk directly from their dairy partners, selected according
to strict standards to ensure the control of the entire chain and constant
freshness, taste and safety. Liquid milk is pasteurised within 24 hours and
dehydrated, if necessary, within 48 hours of collection, before being delivered
to the Ferrero plants.
Through the short, controlled supply chain, Ferrero is able to create a streamlined system of traceability, which goes beyond legislation (including 100%
traceability of dairy farms), to provide a clear picture of the path from farm to
product.
IN ADDITION, THE FERRERO GROUP PERFORMS INCREASINGLY MORE
FREQUENT, DETAILED AUDITS ON SUPPLIERS RELATIVE TO QUALITY
PARAMETERS, ENSURING MORE DETAILED INFORMATION ON THE VARIOUS
STAGES OF THE MILK SUPPLY, TO ITS ORIGIN.

The best example of these procedures may be found in "Milk Supply Chain
Partnership Project", which Ferrero developed with the two most important
suppliers, Inalpi (Italy) and Mittelelbe (Germany). Milk from by these suppliers,
achieved full traceability with more advanced and greater detail.
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The Milk Supply Chain Partnership Project
The "Milk Supply Chain Partnership Project", relating to the supply of
30,000 tonnes of milk during the period from 2013 to 2015, aims to develop and strengthen measures to achieve the standards established
by the Ferrero supply chain protocol, through partnerships with suppliers. There are three supply chain characteristics:
• Short: limited number of commercial intermediaries between the
producer and the processor tends to enable direct contact between
the two, reducing distances between the parties involved;
• Controlled: in reference to Ferrero Quality Standards relative to
microbiological and chemical limits;
• Sustainable: monitoring animal welfare and environmental sustainability indices. In particular, animal welfare indices, which Ferrero
intends to put into practice through a system of control of the supply
chain, are divided into the following categories: animal feed, corporate
structures and management of animal health.
In 2015, Ferrero implemented the
"Milk Quality Project" (M.Q.P.) for
11 strategic suppliers in different geographic areas (from Italy to Scandinavia), representing more than 90%
of the milk supplied to the Ferrero
plants in Europe. The extensive data
collected through dairy farm audits
(more than 550 dairy farms visited
across Europe) has enabled Ferrero to fully understand the milk production chain. Moreover, this activity
has revealed the commitment from
milk suppliers not only in the management of the milk quality parameters, largely already established, but
also in the development and implementation plans for good practices
to improve animal welfare and reduce environmental impact.
The information collected, in particular the scores attributed to animal
welfare and environmental sustainability indicators, were shared with the
suppliers in periodical meetings in
order to identify areas of strength in
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the various sectors and for creating
any plans for improvement. At the
moment, these meetings represent
an important opportunity for Ferrero
and for milk suppliers to share ideas
and opinions in terms of dairy farming sustainability and milk quality,
to discuss the future development
of various sustainability programmes
and, last but not the least, to consolidate strong relationships.
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FERRERO HAZELNUT
COMPANY
ON THE PATH TOWARDS INTEGRATION WITHIN THE
HAZELNUT SUPPLY CHAIN

T

he Ferrero Group operates
within the hazelnut supply
chain to ensure a constant
supply of quality hazelnuts throughout the whole year. With the acquisition of the Stelliferi Group and of the
Oltan Group, Ferrero now operates
along the entire hazelnut supply
chain: from the field, with Ferrero's
farms and an intense program of research and innovation, to the industrial processing phases, to the sale
to companies working with semi-finished products, achieving, in practice, a totally integrated food supply
chain model.
The greater level of supply chain coverage, from processing to sales, is in
addition to the protection of Ferrero's farms, managed, including other
professional figures, by the so-called
“green collars”, operating in the cultivation and harvesting of hazelnuts.
At the end of 2014, this integrated
management led to the birth of the
Ferrero Hazelnut Company (HCo),
with the aim of bringing together all
actors operating within the hazelnut

supply chain under a single organisation: from the cultivation of farms, the
development of hazelnut cultivation
strategies by farmers, agronomic research and development, to sourcing,
industrial transformation and the sale
of products and semi-finished products containing hazelnuts.
As of 31st August 2015, more than
3,000 people were collaborating
within the Ferrero Hazelnut Company
(HCo), distributed among six Ferrero
farms (in Chile, Argentina, Georgia,
South Africa, Australia and Serbia),
eight processing plants (located in
Italy, Chile and Turkey) and five Business units (Luxembourg, Italy, Turkey,
France and the United Kingdom).
The Group's new role through the
Ferrero Hazelnut Company led to
a redefinition and a widening of its
scope of action: while previously the
Group acted only at a procurement
level, today, thanks to the HCo, it has
both acquired a considerable know
how in processing the raw ingredient
and become one of the major world
players in the hazelnut sector.
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THE ACTIVITIES OF FERRERO HAZELNUT COMPANY
(HCO)

Land acquisition, Ferrero farms and outgrowing
The activities of these three functional areas are strongly integrated: currently
they all operate with the aim of expanding the growing of hazel trees on a
global scale.
--

The Land Acquisition Unit is responsible for searching and acquiring
land upon which to plant new hazelnut groves.

--

The Ferrero farms are located in areas devoted to the cultivation of hazel trees and are HCo’s agronomic “research laboratories”. For further
information concerning the farms’ activities please refer to the further
reading section at the end of this chapter.

--

The Outgrowing Unit deals with promoting the cultivation of hazelnut
trees amongst third party farmers through the sustainable development of their supply chain, by both supporting Ferrero's farms, but
also in contexts in which this cultivation is not present or it is neither
organised nor of high quality. Also in this case, a great diversity of skills
is required; knowledge of agro-economy to demonstrate the feasibility and profitability of an investment, agronomy for the management
of the technical aspects, marketing and communication for promoting
initiatives effectively and communicating them in the right way.
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Agricultural research and innovation
Within the HCo, hazel tree research is essential: a team of agronomists is dedicated to experimentation and to field work, with very advanced instruments
and techniques, such as the remote management of mechanised operations
(via GPS), the use of drones to monitor the cultivation (water stress, leaf
pathologies, etc.); products for managing adverse conditions, new propagation methods, ensuring genetic conformity and high degree of plant health.
Furthermore, basic scientific research is promoted and supported through
the intensification of collaborations with the most important research bodies
and universities, including some of the greatest world experts in the hazel
tree cultivation field.
In addition to in-house research, HCo also promotes open innovation initiatives: May 2015 saw the launch of the Ferrero hazelnut award, a competition
aimed at promoting research and innovation in cultivating hazel trees.

Ferrero hazelnut award contest
The 2015 Expo Milano hosted the award ceremony for the Ferrero hazelnut award contest, an award to sponsor and improve research and
innovation in the hazelnut sector.
The aim was to stimulate and obtain from the scientific world some
practical solutions for the critical issues associated with the cultivation
of hazel trees, as well as apply innovative proposals to a sector that
can still be considered traditional in many ways. The answer to the
HCo’s invitation was very positive: universities and research institutes
participated in the event, for a total of more than 40 projects. Amongst
these, the first prize, amounting to 150,000 Euros, was awarded to the
Instituto de Investigaciones Agropecuarias, INIA Carillanca (Chile) for
the project "Improvement hazelnut production incorporating novel
technologies for the most important world production areas”.
The proposals were received, evaluated and classified by an external and independent scientific committee, established at the Piacenza’s Catholic University of the Sacred Heart and led by Prof.
Lorenzo Morelli, President of the Faculty of Agricultural, Food and Environmental Sciences, according to a grid that assessed innovation, sustainability and easy of implementation of the projects presented.
This prize further confirms Ferrero’s constant strive for excellence in
quality, and, in terms of innovation, the constant search for sustainable agricultural practices and its care for the environment.
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Processing, Improvement e Industrial Quality
The HCo’s research and development (R&D) process is composed of two
souls, independent but complementary. The first consists of the agronomic
part, already illustrated previously; the second is focused on the hazelnut
processing and transformation phases, starting with drying: the operation
where the field agronomist passes the baton onto the industrial technician.
Throughout its history, Ferrero has developed the ability to work and transform hazelnuts setting up the best processes, techniques and machineries,
for example for toasting or chopping. With the birth of the Ferrero Hazelnut
Company (HCo), this approach aimed at innovation and improvement was
also applied to the processing phases, from shelling to the selection and
storage of hazelnuts. Everything occurs in full compliance with quality and
food safety standards that are becoming increasingly stricter with reference
to the existing regulations.
Global Trading: Procurement e B2B Sales & Marketing
The HCo is one of the main suppliers of the world hazelnut market, not only
for the Ferrero Group but also for other large users. In this setting, all clients,
including the Ferrero Group, can benefit from the investments made by the
HCo in agricultural research, in the identification of new development areas,
in the improvement of quality and in the programs to ensure production
sustainability.
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Ferrero's farms
Ferrero's farms are owned by the Ferrero Group, located in new areas considered suitable for hazel cultivation. The firms are the HCo's
agronomic “research laboratories”, as true model farms with a triple
function:
• experimentation: to verify the adaptability of the different varieties of hazel trees to local agricultural and climatic conditions and experiment with different agronomic techniques;
• demonstration: to encourage and promote the cultivation of hazel
trees amongst local farmers;
• productivity: to set aside a significant part of the hazelnut harvest
to Ferrero.
Part of the farm land is devoted to nurseries, the true storehouse for
the future development of the supply chain, allowing the cultivation of
seedlings of selected varieties, which are then sold to local farmers at
a fair price.
The HCo also offers local farmers technical assistance and consultancy
to cultivate their plantations in the best possible way.
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FARMS DEVELOPMENT

1991

1994

2007

2009

2011

2013

SERBIA:
200 ha planted
Nursery production
GEORGIA:
3,500 ha planted
Nursery
production

CHILE:
3,100 ha planted
Nursery production

ARGENTINA:
200 ha planted
Nursery
production

SOUTH AFRICA:
550 ha planted
Nursery production
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AUSTRALIA:
900 ha planted
1,100 ha in processing for
nurseries planting
Nursery production

