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The changing
climate of
Sustainability

How accelerating forces

of change will shape the green
revolution of Consumer Packaged
Goods




Introduction

Overthe past 10 years we have seen positive consumer sentiment
toward sustainability and anticipated that purchasing preferences
would drive the industry toward a green revolution. But a
combination of challenges has slowed progress and led to a
situation where consumers and companies have not driven the
change anticipated.

Now, three emerging drivers are creating an outlook of rapid change
across the next 5-10 years that will force companies to transform and
commit to real sustainable business models.

NielsenlQ’s Changing Climate of Sustainability report highlights
how the next 5 years will promise dramatic change as businesses
transform to meet new demands and realities.

Balancing the requirements of increasing government mandates,
spiraling costs from extreme weather events associated with existing
business models and escalating consumer demand will drive
authentic action in an environment of unparalleled scrutiny.
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At NielsenlQ, one of the foresight
models we use looks at how macro
drivers of change will influence the
retail landscape of the future.

If we look at this viewpoint with a
sustainability lens, disruption is
challenging the way we live, the
progress we make towards
sustainability goals and the very
future of our planet.

The current era is increasingly defined

by an interplay of complex
disruptions, with their disparate
origins and long-term consequences.

The impact of extreme weather
events creating these disruptions
showcase that companies are not
fully prepared for the new reality,
often reacting separately to each
disruption - rather than looking at
how they are interwoven which is
driving the momentum for
immediate change.
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These drivers will force companies to transform and commit to real sustainable
business models within the next five years if they want to mitigate short- and long-
term risk.
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Extreme weather events and the
impact of the changing climate have
created a business ecosystem where
existing business models will be
challenged. Stricter governance and
mandates will propel the shift to
more sustainable business models
more quickly and purposefully than
growing consumer sentiment has
been able to.

To succeed, businesses will need to
balance and react to these drivers
with authentic action in an
environment of unparalleled scrutiny.

Positive consumer sentiment toward
sustainability has been growing for
more than a decade, but the impact
of purchasing preferences has yet to
inspire a green revolution within the
retail industry.

Two rapidly emerging drivers of
change - governance and cost, are
about to change all that.




‘ Governance and mandates

As more and more countries embrace

necessity for change

Several countries throughout Europe and a number of U.S.
states are leading the way and implementing sets of
sustainability mandates that will make it compulsory, not
voluntary, for large companies and organizations to deliver
validated sustainability action.

Around the world, a variety of frameworks and regulations
have been put in place by governments to attempt to enforce
climate action. Governance and regulations are most
commonly seen in the form of legislation thatis intended to
curb the most damaging actions. Regulatory organizations
are scrutinizing the sustainable progress of companies and to
create transparency on supply chains, sourcing, and
sustainable product claim origins.

A growing focus of regulation that is impacting almost all
industries is “greenwashing”—when a company purposely or
ignorantly makes misleading sustainable claims or overstates
progress against stated goals. Organizations accused of
greenwashing are more likely to be subject to scrutiny that
could impact their reputations and their bottom lines. The
requirements will become more demanding, and regulators
have clearly shown through recent rounds of greenwashing
cases and fines that they intend to police this space and force
action.
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EC adopt first set of
corporate sustainability
reporting standards

New Ecodesign for
Sustainable Products
Regulation: Digital
passport

Deforestation regulation:
goods sold in the EU
have not been produced
on deforested land
anywhere in the world

EU carbon boarder levy
forcing companies
importing into bloc to
pay carbon costs at the
border for those outside
the “carbon club - same
emissions targets”

Obligations under EU
CSRD come into force
EC adopt 2nd set of
corporate sustainability
reporting standards

Binding EU-level targets
to reduce by 50% the

use and risk of chemical
pesticides and the use of
the more hazardous
pesticides by 2030

Example of European legislation




® Impact of Climate pressure

Extreme climate events are challenging existing business models escalating
cost of goods and making supply chains vulnerable

The physical impacts of extreme weather events around the world are changing the way companies can operate across their value
chains. From droughts and floods wiping out crops to storms disrupting power for manufacturing and delaying distribution, the
additional challenges and costs are forcing companies to look for alternative approaches. Manufacturers are increasingly looking for
additional and differentiated sourcing to mitigate ingredient scarcity while more efficient use of resources like electricity, oil, water,
and raw inputs is not only improving the environmental footprint, but also the financial bottom line. The rising costs of these
resource-intensive practices may be one of the major forcing mechanisms for companies as they seek to counter ongoing inflation.

China, the largest wheat producer, rains
delayed planting last year, this crop may be
its worst-ever.

15 administrative departments in France
have had to restrict water use while farmers
warn that the current situation will have an

adverse impact on crop yields
Droughts cause water shortages leading to

hydro electricity power cuts causing

% ’ - d factories to shut down and retail stores close
Drought and wheat mites ravage America’s i \ 5 o
wheat basket 4
. 9 Extreme temperatures in India, the world's

second-largest producer, a lack of rain
threatens to sap yields

Severe drought in Brazil impacting corn
production. Severe frosts threaten coffee
crops

Droughts in Spain have severely damaged
olive oil, mango and avocado crops
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Floods throughout 2022 impacting crops;
limiting supply and raising prices in Australia



https://www.economist.com/graphic-detail/2022/05/13/heat-and-humidity-are-putting-millions-of-indians-in-peril

ﬁ Escalating consumer demand

Sustainability is increasing important for most consumers

Driven by awareness and personal impact

Shoppers' sense of urgency around the changing climate is
rising, with 69% saying sustainability has become more
important to them over the last two years . An increased
awareness of climate change and the direct impact it is or may
have on their personal well-being have been the two main
driving factors of this change

Change in importance v. two years ago

Much less

important Much more

important

Less important

Stayed the
same ie.
Always been

. A little more
important

important

Source: NielsenlQ 2023 Sustainability Report - Ranked on Global.
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Why has sustainability become more important?

In the news all thetime

More informed about climate
change/sustainability

Health and safety is/could be
impacted byclimate change

Seen more pollution and waste
around me

Leaving a world for future generation
ismore important

Things have become more expensive
because of climate events

Personally impacted by extreme
weather

Something/one has convinced me
it's happening NOW

Awareness Impact



Most consumers want to do the right thing and

are making sustainability an important part of
their lives

4% 15%

It's important for
society and | try
to make
sustainable
choiceswhen |
can

It's an important
priority in my life
that | try to
activate daily

| don't care if | live
in a sustainable
way

Allthings are
equal, will choose
the sustainable
path as it's the
right thing to do,
but won't go out
of my way

when it co

As consumers see extreme weather
events increasingly cause chaos to
hundreds of millions of people around
the world, there is a strong sentiment
that sustainable choices are
important. People claim to be more
aware, more informed, and personally
impacted by climate change and this
may prove to be a key change

agent. The level of commitment to act
in sustainable ways is also compelling
with the vast majority signaling they
will make at least some effort or
sacrifice to consume in a sustainable
way.



Consumers want to live sustainably but...

® 4 consumers believe companiesare not
1 making it easy for them to act in this way

o) of consumersfind it difficult to find sustainable
26 /0 options on shelf (vs 18 % in 2017)

Source: NielsenlQ 2023 Sustainability Report - How easy do you find it to shop for grocery products in a sustainable way? 2017 How easy or
difficult is it to find environmentally friendly products in the stores where you usually buy your grocery/household products?
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Cost, access and lack of clarity are the biggest Consumerswant to be part of the

solution but report someshared
roadblocks to sustainable consumption.

barriers that stop them from adopting more
sustainable lifestyles

Sustainable options are too expensive

Limited sustainable product availability
/choice

Confusing, information unclear/ unavailable

Time consuming eg sorting recycling/
composting

Too difficult to do/ inconvenient

Unreliable/ bad quality/ inferior to
unsustainable options

Influence from family/ friends/ peers

Don't trust sustainable claims

Not a priority right now

Don't believe it makes a difference

Source: NielsenlQ 2023 Sustainability Report — Q: What are the barriers that stop you from living a more sustainable life
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41%

Affordability is a key driver of brand
choice as costs of living escalates around
the world . But historically sustainable
options have been offered at a price
premium. This creates an immediate
barrier in consumers' mindsand
challenges brands and retailers to
respond with more affordable
sustainable alternatives

Accessibility is perceived as next biggest
barrier — either by not having enough
options/choice to fit consumer needs or
the current offering or claims being
unclear or confusing in its positioning.
Brands aren’t making it easy for
consumersto purchase in a sustainable
way.

The signals are imminent. Clear,
transparent sustainable labeling on
packs will be the new baseline as
consumers demand transparency and
governments regulate against
greenwashing. This will make it easier for
consumers to take definitive steps to
help live moresustainable lifestyles.




Responsibility must be shared but consumers hold brands and government
most responsible for sustainable progress

(o)

Consumers

Brands, retailers, and producers
need to be very clear on the
expectation from consumers in
sustainable progress. Consumers
have signaled that they see Brands
as playing the leading role toward
sustainable practices and although

they have named local

28% governments and their fellow
consumers as well, the responses
place a focus on industry action

with retailers, producers, and
energy providers all doing their

bit. The risks of not meeting these
expectations range from an erosion
of brand equity, to a weakened
relationship, to a complete switch
to another brand or provider.

Retailers

Farmers/
Producers

Energy
providers

\ Global/

enviroagencies

' Technology @
providers
Which groups should be

Independent
. accredited
for maklng progress —

on sustainability in your market?
Financial

institutions N
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Consumers are asking for help from retailers and brands to be more

sustainable

By increased assortment of sustainable offers; affordability and transparency

How can retailers and brands help consumers to be sustainable?

Reduce plastic packaging/
compostable alternatives

Increase range of cheaper
sustainable options

Create loyalty/ rewards
programs for sustainable
choices

Arrange all sustainable itemsin
store in commmon areas

Increase assortment of
sustainable offerings
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Retailers

45%

40%

34%

34%

33%

Top 3 rank

Comparable price to other
products

Easyto understand
sustainability standards
labelling

Easyto understand recycling
labels

Locally sourced with lower
carbon footprint

More visibility into
sustainability practices

Brands

46%

45%

41%

35%

30%

Top 3 rank



But transparency and authenticity is pivotal

Over the last few years, a number of companies have been making the right signals
and offering an increased number of products with environmental claims. However,

where those claims will be scrutinized and challenged, and if companies are not
transparent, or found to have overclaimed sustainability credentials—there will be
negative consequences.

With 77% of respondents telling us they would stop buying products from a
company that had been found guilty of greenwashing, a brand could face

[ [ ® ] [ [
unprecedented impacts to their bottom lines—not only from loss in consumer ' ' n ' ' ' n ' ' '

trust but via fines or potential deletion from retailer shelves.

We are entering a new era of transparency where companies will need to are Iikely to stop buying if
recalibrate their pack and brand commmunications and ensure that any claims made brandsfound guilty of

are accurate, transparent and can be validated, or else face both the financial and greenwashing

consumer repercussions.”

%/, Z0 i
Nicole Corbett, Vice President of Global Thought Leadership ( 43% ve ry like ly)

Source: NielsenlQ 2023 Sustainability Report - Q. How unlikely or likely are you to take following actions, when choosing a particular grocery brand?
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Consumers expect governments to play a strong
role in helping companies shift the sustainability

agenda

Q To what extent would do you agree with actions that government should

encourage companies to act more sustainably?

82%

Create less complicated recycling/ waste processes

80%

Incentivize business to switchto moresustainable business
practices

78%

Companies should be mandated to show full transparency of their
supply chain so shoppers can make informed choices

75%

Mandate that companies must comply with third party
certification of sustainability standards

74%

Increase regulations to enforce business to move more quickly to
sustainable practices to meet climate targets

V<@

66%

Stop/ fine businesses that can't meet sustainable standards

NXH
XWX

To what extent would do you disagree or agree with actions believe that the government do to should encourage companies to act more

sustainably?
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What is the future of sustainability?

The sustainability revolution is not something that can happen immediately, or
overnight. Most parties recognize it is a staged approach that requires fundamental
new ways of working, business models and innovation.

The journey will take time and the steps are many, but it is critical that companies
do not delay and put off these decisions today, waiting for a magic solution or
technology to transform their business.

Some companies have started the journey - setting a goal, making a plan to meet
that goal, and taking some initial steps towards progress. The first two steps are
much easier than the third. Many companies are taking on these new challenges
are looking for solutions to problems they have never solved before which can take
time

At NielsenlQ, we believe there will be three key horizons that companies need to not
only consider but activate on NOW"

leveraging existing solutions that can be readily adopted and
spread e.g. renewable energy, reduced plastic, carbon
footprint assessment

Actionsthat they can
impact TODAY

requiring additional development,investmentand time e.g.
invest in sensors throughout supply chain from sourcing to
production, alternative sourcing

Actionsin the mid term
(i.e.in the next 5 years)

Actionin the longer requiring systemic shifts that may replace existing practices
e.g.replace alternative ingredients;full transparency and life

cycle assessment

term (2030 and beyond)
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There will be enablers that propel
sustainable action: mandatory
government legislation; new
technologies; lowered costs as
sustainable alternatives scale or
simply the cost of existing business
models become untenable.

But there will be companies who
hold up certain barriers on “why not
to change” — a focus on short term
profit; complexity in existing supply
chains or lack of corporate will. The
arguments behind these barriers will
become flawed asthe drivers of
change morph and spread.

But irrespective of the sustainability
horizons, the resounding message is
that these actions take time to plan,
implement, come to fruition and
scale —so planning and action across
all horizons must start TODAY
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What might a sustainable journey look like to keep pace with accelerating
requirements?

11 - Replace alternative ingredients and
suppliers to minimize footprint —
To meet retailers/partners goals Regenerative agriculture —local producers

Sustainability experts rarely

disag ree that the jou rney 9. - alternative protein & ingredients
towa rd environmental To match the competition Recalibrate
transport
ta rg ets and pra ctices will To meet reporting requirements & KPI's 7 - Annual !OgiStiCS to ®
. reportl_(m incorporate
mplian ; ili
be a long qnd harql climb to To be an employer of choice cornpliance slectiic flects, 12 - Traceabilty
the summit. Req ulrements governance) to / -t
. " To match or lead tati i .
will be progressively harder DRI G A e gavge footerint, blockchain
and more encompassing, igggggmems & /
and work will have to be investment Lgr—t:ggel?arar:rlwc;ré %fr
done in multiple areas as 1= An nternal > 3rd party lab grown
or 3rd party accreditation . di h
companies aim to install Expert 3-Invest in of gfrfer'ents et
assessment off grid sustainability e
processes and tools to on footprint sustainable credentials and 8- Leverage P
d acti i t
meet governance needs. P o cover e o improvements / sensors, Al
t)ehggczpots & buying / toimprove a
Organizations are atvery emissions > e
different stages of their '/V 6 - Invest & develop redtuce
9 q sensors, tech and data WG
journey, but many will look collection that enable energy and
to the low-ha nging fruit 2 - Alternative 4 - Removal of monitoring of emissions & ingredient
packaging to unsubstantiated resource use across value waste
over the next few years of reduce plastic green claims chain from sourcing to
gaining impact visibility production
and charting out a plan to
drive step-by-step TODAY 2023 - 2028 2030 AND BEYOND
improvements and Existing solutions that can be Start Require additional development, Systemic shifts that may
efficiencies readily adopted and spread investmentand time replace existing practices

16
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Enablers and barriers that will fast track/impede the journey
But driving forces will prevail and push forward

The rate of progress toward

A inability will
Barriers sustainability be
dependent on several
Renewable .
Complexity in energy barriers and enablers.

identifying transition
what matters

Tracking and staying
informed of factors like

Lack of ¢ i
scalable P Necessityto S I, "technology advances" or
] oY comply "sustainable investment" will
Iegeikiiem give a clearer sense of
hnoloay advancement towards our
_ advances goals whereas examples of
transparengyln 7 e . . d d "
» A supply chain W |nC0nS|Stency INn standards
Waiting for E —_— i i
best “tech” / a2 Adaot & f may lead to a slowdown in
to be easier! y ! NI ; : sus&;ginaoble Y Social prog ress
(g business movement .
models due to
iziéae':ﬂgdcosts Viewed as "On-track" or "Off-
. business Sustainable track" signhals to look for,
Increased governmen . options .
costs of will b‘e’commg these enablers and barriers
production MmeiE can serve to tune businesses

affordable ) )
into the change happening

and a roadmap to
coordinate investment and
don't evolve .
action.
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Cost of getting
itwrong e.g:
greenwashing

Lack of Weight of
consistency sustainable
in standards investment
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The “cost of inaction” will supercharge the green

revolution
The time to act is NOW

Short term Mid term

Investand
improve product
full life cycle
change today

» Understand and
start cleaning up
your footprint
today

Withdraw
unsubstantiated
claims

Work with
suppliers to gain a

cradle to grave
model for

= Activateeasy wins sustainability

Long term

Systemic shifts
may replace
existing practices
Invest today

Replace parts of
ourfood and

product systems
that are
roadblocks

Long-term change needs to start now
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To meet targets that become
increasingly stringent over the next
10 years, we anticipate a great deal
of scrambling from companies that
now realize its crunch time.

They will look for easy wins in the
short-term but the gamechanger is
the requirement to report and
validate their footprint and gain
visibility of emissions and resource
use across their whole value chain.

This will require a long-term shift
and for many a departure from how
they currently operate.

NIQ Global Intelligence Team
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In 2023, consumers will be holding brands responsible for progressing the world's state
of sustainability. According to new NielsenlQ survey data, 46% of consumers are looking
to brands to take the lead on creating sustainable change.

Legislation and governance will be the biggest driver of sustainability
action across 2023 as companies start to navigate an increasingly
demanding legislative schedule of sustainability reform and
requirements.

Greenwashing fines and scrutiny will make many companies
reconsider their claims. As a result, we are likely to see less
unsubstantiated positioning and jargon on products and more
certification and transparency in the near future.

Some companies in 2023 will see themselves scrambling to
drive progress in their organizations as the regulatory and
financial implications become evident. Those who are left
scrambling will find themselves behind the curve.

Sustainability
watch outs
for 2023

Companies and consumers will make a major shift past purpose
statements and will be held accountable to show real proof of
traction towards true and meaningful change. In fact, in the
next year we will see the onus will shift for companies to prove
sustainability status rather than regulatory bodies to monitor
compliance.

High risk exists with overseas products that are dependent onlong
distance supply chains as exposure to inflationary pressures continues.
Be forewarned, products that cannot verify sustainability credentials or
worse, are exposed to be markedly unsustainable, are at risk of losing
partnerships such as retail cooperation and potential foreign trading
partners.

Technological advancements in this space are one to watch, especially within the
realm of reporting. Inthe months ahead, keep an eye out for tech solutions that will
assist businesses with reporting requirements. There is already momentum building
and developments in supply chain tracking, validation, and transparency using sensors,
Web3, Al digital twins, and blockchain tools.
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For more insights:

nig.com/global/en/insights/
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About NielsenIlQ

Arthur C. Nielsen, who founded Nielsen in 1923, is the original name
in consumer intelligence. After decades of helping companies look
to the future, we are setting the foundation for our future by
becoming NielsenlQ. We continue to be the undisputed industry
leaders as evidenced by our experience and unmatched integrity. As
we moveforward, weare focused on providing the best retail and
consumer data platform, enabling better innovation, faster delivery,
and bolder decision-making. We are unwavering in our
commitmentto these ideals and passionate about helping clients
achieve success. For more information, visit: niq.com
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