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BUSINESS CASE STUDY:
PepsiCo

Company Overview

Sector: Manufacturing (food and beverage)
Number of Employees: 274,000
Headquarters: Purchase, NY

Revenues: $66.415 billion

Initiative Overview #1: Food for Good

Department: Food for Good (FFG) is a social enterprise program within PepsiCo

Time Frame: 2009-present

Funding: Program revenues cover the costs of the meals and operations, which run at
break-even. PepsiCo’s R&D team funds innovation of new products and technologies.
Geography: Dallas/Fort Worth (TX), Austin (TX), Houston (TX), Waco (TX), Little Rock
(AK), Detroit (M), Oklahoma City (OK), Denver (CO)
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Background

Food for Good (FFG) creates scalable, break-even, business-driven solutions that make nutrition and employment more
accessible for low-income families, and incubates low-cost innovation to accelerate PepsiCo’s commitment to
“Performance with Purpose.”

Executive Leadership
CEO Indra Nooyi advocates strongly on behalf of FFG both externally and internally, and Mehmood Khan, Vice Chairman
and Chief Scientific Officer, is FFG’s executive sponsor.

Goals

Develop and deliver pre-packed meals to children that meet U.S. Department of Agriculture (USDA) standards, and
support non-profit partners running retail farm stands stocked with affordably priced produce in underserved
communities. Long term, Food for Good supports PepsiCo’s new product development.

Shared Value for PepsiCo and Communities

FFG delivers meals to children 18 and younger as well as to persons with disabilities over 18 in qualifying low-income
areas through the USDA Summer Food Service Program. FFG generates revenue by selling food, which is then re-invested
into the program. Employees from PepsiCo’s research and development (R&D) team engage with the program to
improve food delivery logistics and develop cooling technology for food delivery, and FFG program staff build
partnerships with non-profits and local governments. PepsiCo benefits from new relationships with non-profit partners
and opportunities to develop new products and technologies, while also expanding access to healthy food in
underserved communities.

Community Choice is Driven By:

e Partnerships: PepsiCo chooses FFG communities based on the invitation of local non-profit partners and local
governments looking to engage the company on cross-sector collaboration.

e Community Need: FFG prioritizes cities in which to implement the program based on the magnitude of need, or
by relative unmet need.

e Customer Retention & Attraction: In addition to fresh fruits and vegetables, the meals PepsiCo delivers include
PepsiCo products that are USDA approved for the summer food service program. FFG thereby enables PepsiCo
to reach a broader consumer base.

e Community Risk/Disease Burden Assessment: See below.

Assessing Community Risk & Disease Burden

e The company used USDA data to identify the number of Americans that live in food deserts (29M), Children that
receive free and reduced lunch (22M), and Children that do not access healthy meals during the summer (19M).

e Community consultations revealed that largely due to logistical challenges, children on free or reduced lunch
programs were not getting appropriate nutrition during summer months. The transportation and physical access
barrier to delivering meals during summer months has also been documented by the USDA and No Kid Hungry.
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Role

PepsiCo | ¢ Engages about 500 volunteers per year

e Dedicated staff (including support from R&D team) and budget

e PepsiCo products from brands such as Quaker and Tropicana included in the healthy meals

USDA and State | ¢ Lead and administer the Summer Food Service and Child and Adult Care Food Program

Health Agencies
Non-Profits | e

Partner

Local food banks identify feeding sites (typically parks and apartment buildings) and
organizations that host farm stands where vendors sell fresh fruits/vegetables in $1 bundles
e PepsiCo engages with these partners by invitation only, and the number of sites in a city
ranges from 11-127. Names and locations partners are available on the FFG website
Deliver pre-packed breakfast and lunch meals that include cereal, bars, sandwiches, milk and
juice, fruits, and vegetables

Food Service Vendors | e

AmeriCorps | ¢ Provides summer coaches to lead physical activities with kids throughout the summer
Local police | ®  Provide security
departments

Program Reach
Employees: Employees from the R&D team engage with the program to improve food delivery logistics, develop
cooling technology, and build partnerships with non-profits and local governments. PepsiCo employees volunteer
every year with FFG, helping with things such as playing games with the kids at summer feeding sites to serving
on the program’s Steering Committee.
Communities: FFG is present in 8 cities (Denver, Dallas, Oklahoma City, Austin, Houston, Waco, Little Rock, and
Detroit). Children 18 and younger in qualifying low-income areas may receive free meals and snacks through the
Summer Food Service Program. Meals and snacks are also available to persons with disabilities, over age 18, who
participate in school programs for people who are mentally or physically disabled.

Data Collection

Inputs

Activities

Outputs/Outcomes

Impact

Identify qualifying low-income
areas to receive free meals and
snacks through the Summer
Food Service Program
Quantify children who receive

Staff support to solve logistical
challenges and develop new
products and technologies. This
includes 5 staff members on the
FFG core team, 3 full time city
managers, and field teams in
each of the 8 cities that include
warehouse managers, drivers,
etc.

Deliver food to
children during
summer months
Hold mobile
summer camps

relationships with
local governments
Open pop-up farm
stands and retail
markets

Meals delivered
Servings of produce
sold

Children reached
Communities

partnerships formed
Revenues to be re-
invested in
innovation and FFG
program

Reduction in food
insecurity

Jobs created
New products or
technologies

free and reduced lunch during which engage kids in reached developed

the school year & do not receive physical activity e Feeding sites e Sales of healthier

meals in summer months e Develop established PepsiCo products
e Funding (supply chain, in-kind partnerships with e Staff trained e Self-sustaining

food donations, etc.) local non-profits and | Non-profit operations in each

city to make healthy
food accessible year-
round
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Program Results & Impact

Community Results

e Local Support: FFG supports 10 local non-profit organizations with in-kind food contributions that promote
nutrition education and health lifestyles. Examples include the donation of a Frito-Lay route van to be converted
into a mobile nutrition education classroom and a PepsiCo Foundation gift to United Way (one of 7 organizations
that received PepsiCo Foundation support) to create a nutrition/activities “toolkit” for summer meal programs.

e Job Creation: More than 100 jobs were created to manage warehouses, drive delivery trucks, package food, and
supervise field staff; hiring was from the same communities FFG serves. Local non-profit partners create another
100+ summer jobs each year to provide physical activities and nutrition education for the children. Many FFG
summer employees later received full-time positions within PepsiCo. With year-round after school programs in
Dallas/Fort Worth, Austin and Little Rock, FFG employs a full-time field staff of 20+ people.

e Urban Farming: FFG partnered with Paul Quinn College, a Historically Black College/University (HBCU), in
southern Dallas to convert their football field into an organically maintained urban farm. The farm produces fresh
fruits and vegetables and has become a part of the College’s curriculum as a social entrepreneurship course led
by the FFG team and executives from PepsiCo/Frito-Lay.

e Community and Pop-Up Markets: A pilot with five fresh community markets and pop-up farm stands began in
2010; they have sold over 400,000 servings of produce.

e Weekend Backpack Meal Bundles: FFG packaged and delivered bundles of nutritious meals for children to take
home over the weekend. This pilot that began in Austin expanded to Fort Worth and Little Rock. FFG projects to
deliver 1 million “backpack” servings in 2015.

e Meals Served: FFG delivered 16 servings to low-income children since 2009. In 2014, FFG delivered 1.4M meals,
with 6.1M servings of grains, dairy, fruits, and vegetables in the following communities:

Meals and Children Served by Food for Good in 2014

City Number of Number of Locations
Meals Served  Children Served
Dallas/Fort Worth 700,000 15,000 173
Austin 450,000 6,000 152
Houston 90,000 2,000 35
Waco 15,000 400 11
Little Rock 115,000 2,000 72
Detroit 40,000 1,200 31
Oklahoma City 10,000 300 12
Denver 15,000 400 21

Business Impact

e Government relations: FFG engaged local leaders from the non-profit and government sectors and opened up
channels of communication and opportunities for cross-sector collaboration that were previously unavailable.

e Innovation: FFG serves as a learning laboratory for new technologies and business models, such as a low-cost,
long-lasting cooling technology that opens new distribution options for FFG and PepsiCo.

e Market Research: PepsiCo served meals across 8 markets. The company shares insights from serving these
communities to find opportunities to deliver products to new consumer bases.

e Product Development: PepsiCo developed and launched the Quaker Maple Brown Sugar Chewy Bar specifically
for school breakfasts.

e Talent Acquisition: Over 100 front-line employees are hired each summer and after the term, some are offered
full time positions within Frito-Lay. Some of the FFG “alumni” have gone on to win awards like Route Sales
Representative of the year with Frito-Lay.
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Initiative Overview #2: Healthy Weight Commitment Foundation
Department: PepsiCo's Chairman and CEO Indra K. Nooyi is currently the chair of the HWCF
Time Frame: 2009-present
Funding: Since 2009, PepsiCo and the PepsiCo Foundation contributed $4.5 million to HWCF
Geography: National
Background

The Healthy Weight Commitment Foundation (HWFC) a is coalition that brings together more than 275 retailers, food and
beverage manufacturers, restaurants, sporting goods and insurance companies, trade associations, nongovernmental
organizations (NGOs), and professional sports organizations. One of its main initiatives is a calorie reduction pledge made
by 16 HWCF food and beverage companies to the First Lady’s Let’s Move! initiative. PepsiCo was one of the 16 founding
companies, and its participation aligns with its company strategy, “Performance with a Purpose.”

Vision & Goals

e Reducing calories in the marketplace by 1 trillion by 2012 and 1.5 trillion by 2015

e Growing and introducing lower calorie options in product portfolio of businesses that make the pledge by
changing product recipes where possible, reducing portion sizes of existing single serve products to reduce
calorie intake and introducing new lower-calorie options

Shared Value: Cutting Calories Boosts Business Growth

Businesses changed product recipes where possible, introduced portion controlled or single serve products, and
introduced new lower calorie products. Many companies used all three mechanisms to make their changes. An evaluation
of HWCF companies found that lower calorie foods and beverages drove companies’ sales growth.

Engaging Stakeholders

e Pledges: HWCF brought together more than 275 retailers, food and beverage manufacturers, restaurants,
sporting goods and insurance companies, trade associations, NGOs, and professional sports organizations to
make a significant commitment in the marketplace and promote active healthy living.

e Corporate Membership: 35 corporations provide funding and support for programs and activities and help set
the direction of the HWCF.

e Associate Membership: Over 250 associate members support the concept of energy balance in their marketing
campaigns and communications.

Program Reach

Businesses: The coalition includes 275 retailers, food and beverage manufacturers, restaurants, sporting goods and
insurance companies, trade associations, NGOs, and professional sports organizations.
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Evaluation and Impact

Calorie Reduction and Product Reformulations on Business Sales & Product Availability

Funded by the HWCF, the Hudson Institute analyzed sales data from the 16 major food and beverage companies among
the Foundation’s members to determine both trends in sales and product availability over 5 years.

Evaluation Framework
Participants Analysis
All Consumer Packaged Goods companies that were | The Hudson Institute formulated a composite index or
members of the HWCF as of December 2012 were | score capturing the sum of improvements made. The

included: INDEX served as a benchmark and an ongoing tracking
e Bumble Bee Foods, LLC, system of aggregate HWCF company progress in
e Campbell Soup Company delivering and supporting better-for-you products.
e The Coca-Cola Company
e ConAgra Foods The analysis relied on:
e General Mills, Inc. e ScanTrack data from the A.C. Nielsen Company,
e The Hershey Company which tracks sales of foods and beverages in
e Kellogg Company multiple retail channels.

e Kraft Foods, Inc. (now Mondeléz
International, Inc. & Kraft Foods Group)

e Mars, Incorporated

e McCormick & Company, Inc.

Metrics
e Sales of lower-calorie foods and beverages; $93
billion in annual U.S. sales.

e Nestlé USA e Sales of.lower—calorie products moved on in-store
e PepsiCo promotion.
e Post Foods, LLC e Number of lower-calorie products introduced.

e Supermarket availability of lower-calorie
products: coverage in over 40,000 retail stores.

e 52,000+ food and beverage stockkeeping units
(SKUs) evaluated

e Sara Lee Corp. (now Hillshire Brands)
e The J.M. Smucker Company
e Unilever

Community Impact

Calorie Reduction

An evaluation published in the American Journal of Preventative Medicine and funded by the Robert Wood Johnson
Foundation found that the HWCF companies removed 6.4 trillion calories from the marketplace from 2007-2012,
exceeding their goal by 400 percent. This represents a 78 calorie reduction per person —three years ahead of schedule.

Availability of Healthier Options in Stores

e Over the course of 5 years, the number of new lower-calorie products on shelves grew 14.1 percent, twice the
rate of growth of higher-calorie products.

e  While slightly fewer lower-calorie products were introduced compared to higher-calorie versions, the number of
lower-calorie products that remained on the market after 5 years was double that of higher-calorie items
indicating a higher ‘stick’ rate for lower calorie items.

e Increase in lower-calorie retail availability mirrored sharp sales gains: lower calorie growth in total points of All
Commodity Volume (ACV) distribution increased by 2.9%, whereas distribution of higher calorie products
remained flat (+ .1%)
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Business Impact: Sales

e 99% of sales growth came from low- or no- calorie products; these products, accounted for 52.5% of sales.

e Lower-calorie product sales were up significantly by $485 million while higher-calorie items remained flat,
increasing by only $2 million.

e Companies that grew their lower-calorie products increased total sales by $1.8 billion, while companies with flat
or declining sales of lower-calorie items suffered declines in total sales of $1.3 billion.

e In-store promoted sales of lower-calorie products grew +9.0%, more than 1.5 times the rate of higher-calorie
products.

This case study was adopted from a semi-structured qualitative interview and publicly available
information. To learn more about the link between workforce and community health and the strategies
businesses are implementing to invest in community health, read the Vitality Institute’s report “Beyond the
Four Walls: Why Community is Critical to Workforce Health”.

To access the report and additional case studies, visit www.thevitalityinstitute.org/communityhealth or
look us up on social media @Vitalitylnst #Beyond4Walls.
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