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[bookmark: _Toc58205474]Introduction  

[bookmark: _Hlk56382165]	The aim of this paper is to underline the impact external environmental factors and the current viral outbreak have on an organisation’s culture and business performance. To be able to study the effects in depth we will look at one specific company, namely Nestle.
	At the end of the study, we hope to shed a light onto the company’s history and its outlook, we will argument our choice for it, alongside using proven investigative models to support our ideas. The main connection and unique idea we want to reinforce is how Nestle’s inception story shaped the company’s culture in such a way that turned it into a conglomerate and one of the most profitable cluster of businesses, particularly during trying times.
	To frame better the situation, currently the world is experiencing a major economic crisis caused by the Sars-COV2 outbreak, with most businesses being forced to shut shop, be that due to governmental restrictions or financial ones. At the time of writing this report, the total number of cases was slowly climbing above 54 million, whilst the fatalities caused by the respiratory disease which shares many symptoms with the common flu, was above 1320000. This situation leaves the planet split between those who wait for the return to normal, and with it an economic boom, and those who slowly realise there is no return to the previous state, but an acceptance of the “new normal”.
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Nestle is the result of a 30 plus years of rivalry between two companies founded in the same country, Switzerland, by two Americans and one German. In 1866, Charles Page – with the aid of his brother, George - founded the Anglo-Swiss Condensed Factory, a company, as the name suggests, focused on producing this innovative product, striving to achieve the same success as an American company built 10 years earlier, the Borden’s Condensed Milk Factory. The two brother’s goal was to become the biggest supplier of canned milk to the British Empire. Concomitantly, 100km south-west from them, a German immigrant to Switzerland and an avid diary enthusiast by the name of Henri Nestle, was establishing his own company, driven by the desire to end infant mortality. He spent over three years developing a proprietary formula aimed at replacing breast milk, based on grains and sugar. His formula “Farine Lactee” was so popular that by 1871 it was sold throughout the entire Western Europe, with his factory pumping 1000 product units per day. In 1877, the Page brothers decided to challenge Nestle and come up with their own baby formula, seen that they had achieved their goal of being the main British Empire supplier and having established a strong foothold on the American continent too (Pfiffner, 1995). Despite the fact he was driven by humanitarian motives and his earnings were significantly inferior to those of the Americans, Nestle refused to surrender and in his turn started manufacturing condensed milk. This war marked by a ramp up of production and revenue on both sides lasted until 1905 when both the Page brothers as well as Henri Nestle died and the managing directors opted to merge the companies as it was in favour of both parties’ interests. The newly formed business was relying on production from 20 factories and rapidly took over the world with distribution and sale of their product. When World War I came along, Nestle seized the opportunity to increase their profit, as condensed milk was a valuable product during conflict, the only problem the company was facing being disruption in their supply line due to the ongoing conflict. The lesson the board of directors at Nestle learnt from this was that there was a need of diversification, thus they bought factories in the US to ensure they can constantly supply the market (Newton, 2008). The learning curve provided by World War I, coupled with a substantial gain at the end of the conflict – both in revenue as well as multiple operational locations -, placed Nestle on the winning side when World War II burst. By 1930 the company was able to operate independently from 3 different continents, Europe, America and Asia, so when the Great Depression occurred, it did not affect it. It was during this time the company continued to innovate and – as requested by the Brazilian government – found a new way of selling coffee, in the shape of Nescafe: instant, soluble coffee (Franzen & Moriarty, 2015). Once again, despite their attempt to pre-empt and prepare for the future, World War II saw Nestle quickly finishing up their supplies. The light at the end of the tunnel was in 1941 when the US joined the conflict and adopted Nescafe as a staple drink for the troops, thus allowing Nestle to operate with those factories located on the side of the world where the conflict was less predominant. As mentioned above, the end of the war found Nestle in a favourable position, “U.S. Troops Fight on Chocolate Diet” said one newspaper article promoting the company’s products, and that allowed them to buy less fortunate but reputable European companies, among them Maggi, a manufacturer of soups and seasonings, as well as launching two new products, Nestea and Nesquick. Another substantial brilliant investment was the acquisition of 30% of ownership in L’Oreal in 1974, a French cosmetics company (Cherry, 2014). 
The road to fame is never straight, and three years after buying the L’Oreal shares, Nestle was struggling with its first major scandal where it was accused of using predatorial marketing strategies in underdeveloped countries to push their products, strategies which contributed to malnutrition and death, according to the WHO. This led to a boycott of their products and protests that manifested themselves in a sporadic nature (Coombs, 2013). 
	Nestle continued, and still does today, to acquire various brands and adding them to their portfolio, as well as innovating their own in the shape of Nespresso (coffee machines), expanding as far as the bottled water industry. One might argue that the company grew to the point of acting almost as an investment fund (Newton, 2008). 
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	To ensure that we successfully analyse Nestle, we need to delve deeper into key aspects of management, represented by the theories behind it. Whenever an organised structure in which participants have specific roles occurs, we can refer to their interactions as management. And since these structures have existed for as long as humans have been gathering into social groups, the attempts to improve them and describe them have been as numerous. Broadly, these attempts split in four main branches, the classical, the human relations, the neo-human relations and system theory. 
	When it comes to classical management, one of the early proponents was Henri Fayol (1841-1925), and its focus was the division of work, authority, discipline, unity of command, unity of direction, subordination of individual interests to the general interest, remuneration, centralisation, scalar chain, order, equity stability of tenure of personnel, initiative and harmony – “esprit de corps”. The Frenchman gets all the credit for being the first to give a clear outline of the term “management”, talking about forecast, planning, command and control, and a father to a lot of terminology still in use today. If there are areas where his model could be criticised is on a disproportionate focus on the business rather than the individual, in Fayol’s eyes the company having a paternal effect on the employee (Fayol, 2013). 
	Another classic is Frederick Winslow Taylor (1856-1915), which coined the scientific method: an in-depth look at how each task was performed and how it could be optimized to reduce time in a study relating to “time and motion”, proposing also that an employee could be trained to be “first class” at what they are doing. The father of “Taylorism” was another proponent that neglected the well-being of the employee in favour of the business efficiency, however, he did manage to drastically improve the accuracy in measuring tasks and activities within the workplace, as well as instating incentive pay – workers that performed better and met their deadlines were remunerated extra (Taylor, 2010). 
	A contemporary of Taylor was Max Weber (1864-1924), who sustained that at the heart of a productive enterprise lies bureaucracy. The German refers to bureaucracy in the context of hierarchy of authority and a system of rules, rather than the modern association the word has today to a mountain of paperwork leading to sluggish progress and endless queues. Through his theory, Weber recognised three types of authority: traditional – based in culture and tradition, charismatic – leader followed thanks to his qualities and achievements, and rational – where one’s authority is legally imposed by the rules and procedures imposed within the organisation itself. Main credit of this theory, apart from being a core element for future developed theories, is that promotion is based on technical competence and supported by rules, thus reducing corruption. One critique of this model, a very poignant one, is its rigidity, where a system fails to adapt to a change in customer preference (Swedberg & Agevall, 2005). 
	On the other managerial spectrum, we find the humanists or supporters of the human relations theories, which contrasted to the classics by shifting focus from the company to the employee. A concept first introduced by Elton Mayo (1933) through the Hawthorne studies and refined by Edgar Schein (1965), it revolved around ideas such as motivation and leadership and stated that the decisive factors in how effective an organisation will be is how well employee’s needs are met, in an attempt to predict human behaviour within a workplace. The credit of these theories lies in observing the power of informal structures that exist within a company and need to address people both on an individual level, as well as components of a group (Schein, 1988). 
From the academics and social scientists supporting the human relations, we move to the group of social psychologists who founded neo-human relations, with mentions such as Maslow, McGregor, Herzberg, Likert and Argyris. Whilst both Herzberg and McGregor (Theory X and Theory Y) focus on motivation and leadership, albeit from quite distinct perspectives, Maslow’s approach centred around human needs and a five-layer classification of them (Schein & Bennis, 1965). This approach is still one of the most quoted and applied today, where we can see in modern organisations a strong focus shift towards the self-esteem and self-actualisation, needs that were placed at the very top in Maslow’s pyramid, meaning that they are the least necessary. To its credit, Maslow’s theory highlights the need to identify what makes a human happy and fulfilled and the need for an employer to consider this aspect when dealing with his subalterns. It can be argued that this scale of values is not always correct, thus throwing the whole theory that at its core a human being will be guided by physiological needs, followed by food, shelter, safety, then love on the higher step, ending with self-esteem and self-actualisation on the final two, because, for instance, a writer might forget he is hungry when he is trying to hash his latest masterpiece. We would argue here that Maslow is still correct, despite the previous example, the writer being an exception and not describing the mass behaviour, as well as it is worth noting that within the writer the need for sustenance exists, but he voluntarily supresses it (Prasad, et al., 1991).  
The branch that is constantly developing when it comes to management theories is the system theories. With an attention dedicated to clusters of systems and their interactions, these theories are an attempt at bringing together the main focuses presented above into a unified expression. Although up until now no all-encompassing theory exists, system theories have coined a few new terms specific to them, such as boundary – where one system ends and another starts, an imaginary line that denotes the focus area, focal system – could be a family as well as a manufacturing plant, subsystem – component of the focal system, within the family unit, an example would be a child or a parent, suprasystem – the environment of the focal system, as per our example a church, supermarket in the family context, open system – free energy and information exchange, and closed system – a self-sufficient unit, a closed environment. Among the notable people around this theory, it is worth mentioning Ludwig von Bertalanffy, who in 1950 coined the General Systems Theory (Bertalanffy, 2015). 
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	To critically assess how well a company performs, the main tools available are SWOT and PESTLE. The first is an overview of a company’s strengths, weaknesses, opportunities, and threats, whilst the second analyses the impact factors such as political, economic, social, technological, legal, and environmental have on it (Saiz-Álvarez & Olalla-Caballero, 2020). 
	For the first part, Nestle’s strengths come from an immense research and development operation which is the largest in the world, spread across 21 centres. The more than 5000 employees involved in R&D at Nestle benefit from a budget above 1.72 billion Swiss Francs in 2017. Alongside this, Nestle, is a well-established reputable brand with a rich history of offering quality products thorough a global network, ranking 69th as size in the world in 2018, according to Fortune Global 500. From its global presence comes its diversification of market being operational in 189 countries, with a revenue of more than 26 billion CHF in 2017, from the US market alone. Expanding on their diversity as a strength, Nestle encompasses over 2000 brands and sells over 8000 different products, annually reviewed to comply with the latest medical developments. With an environmentally friendly mindset, Nestle penetrates the market both at urban as well as rural level, supported by a complex and efficient distribution network. It boasts products such as Nescafe, KitKat, Gerber, Milo, Maggi, and Nespresso, and has historical ties with brands such as Colgate Palmolive, Coca-Cola, General Mills, and L’Oréal (Nestle, 2020). 
	As weaknesses we must include changes in prices its retail partners might operate, amongst those we name Walmart, Tesco, and Kroger, followed by the sheer number of brands Nestle operates which might result in a conflict of interests somewhere down the line. Another weakness is the company’s strong need for water, a resource that is scarce in certain parts of the world and that seen Nestle painted in the media in a negative light when they took millions of litres of it in 6 different nations where the local population was deprived. The last thing worth mentioning in this area is Nestle’s vulnerability to bad press, fact revealed in 2017 in India, when a failed laboratory test led to a nationwide boycott, shrinking their market share by 80%. 
	Opportunities for Nestle come from its sizable revenue, which opens the door for them to buy any potential new and interesting brands, as well as growing small start-ups under its own umbrella. With the advent of technology and increased internet shopping, part natural, part due to COVID, the online represents an impressive opportunity for Nestle. Furthermore, the company should focus on improving on some of the negative comments made around its labelling, with people accusing them of providing false information regarding nutritional values. Nestle is also on a good position for productive partnerships in the future (Nestle, 2019). 
	The threats the company is facing revolve around the environment, with implications in a scandal about illegal rainforest destruction in Sumatra in 2017, event which attracted the unwanted attention of environmentalists. Along this, water scarcity will lead to issues in the future. This factor comes into play due to overpopulation, pollution, overexploitation, and climate change. Having a global footprint, the company is also highly susceptible to influence from government regulations and tariffs, which leads to higher base materials prices, reflected in a higher price for the product that the consumer will be more reluctant to pay. Prices must remain competitive, otherwise Nestle will lose market share to Mondelez (former Kraft) and Unilever (Nestle, 2016). 
	A few recommendations, a staple of a SWOT analysis, would be a stronger CSR focus directed at settling all the controversies, more start-ups paired with new product development, and great emphasis to online presence, which will lead to a decrease in operational costs, and a shift towards using authentic raw materials. 
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	From a PESTLE perspective, Nestle has various interesting aspects, in the political realm – P -, as the company spans over close to 200 countries, with an immense revenue, the impact political and geopolitical factors have on it, is clearly defined. Its footprint makes it susceptible to government oversight on numerous areas, but, at the same time, has the power to influence policies and turn the tide of events in its favour, if the need arose. The largest market they operate in is the Americas, with USA as the top country for Nestle products. The Asian market is a fast-growing one, represented by India and China, with the former one embroiled in a trade war with the US, thus having a rippling effect on Nestle through higher export/import fees and various sanction. Beyond profit disruption due to a decrease in sales, political factors impact also in the shape of supply chain distribution. 
	The economic side of things was characterized by a growth for Nestle up until late 2019 when COVID occurred. Having a reliable and sizeable market both in America as well as Asia, Nestle’s outlook is positive. Due to its size, the company will always go hand in hand with the global economic indexes, when they go up, Nestle will surely follow suit. 
	On the social spectrum, the factors this category entails, have a constantly growing impact on businesses worldwide. The ability to enter or stay on a market having a strong connection to a company’s ability to understand the culture and the social dynamics in the respective market. The ability to take in account these factors is highly evident for Nestle, from the fact that the company delivers results across a multitude of diverse cultures, and from its marketing campaigns and advertisements: individual markets will be addressed in line with their culture. 
	The technological implications on Nestle are mitigated by its generous R&D budget, with sums allocated to research of new products, marketing strategies, development of contingency plans, and media relations. Alongside these, the advent of internet with online shopping meant giants such as Nestle are even more likely to expand their market share. An example would be their Nespresso product, a coffee machine and pods, that is now available on various subscription models. 
	When it comes to regulations and compliance, these are legal factors, and a company has a duty to keep itself informed via their legal team of the ever-changing requirements. With such a diversity of products, brands and physical locations around the world, Nestle is faced with an impressive challenge when it comes to this aspect. An example would be the Maggi noodles lawsuit that ended in January 2019, with the Indian tribunal passing the “not guilty” verdict in Nestle’s favour. Has the judges sided with the plaintiff, the repercussions would have meant astronomical fines, but not limited to that.
	One of the areas where the company has suffered in the past and is still quite exposed, is the environmental factors. In the past the company has been criticised for its way of using natural resources, in particular water, an issue that can bring about hefty fines and sanctions. On the environmental level, a company can both be influencer as well as influenced by it, and due to the vast geographical space Nestle occupies, the implications can be exponential. 
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	To create a clear image of what the values, beliefs and culture ideas are at Nestle, we must gather information via the company’s media communications as well as what people working there - and that have worked there - think. The aforementioned information, when overviewed, is destined at creating a clear image of what the personal and professional ethical standards at Nestle are. A good system to follow when establishing a set of standards is based on:
· Integrity, promote openness and honesty, be trustworthy, GDPR compliance and data confidentiality, elimination of bias and of the means designed to cause it;
· Professionalism, provide a high standard of service, encourage fair treatment of customers, payment transparency.
· Reputation, act in a manner that promotes your profession, the company’s image and the products, both within the workplace as well as in private
· Respect, emphasis on treating people equally, from being polite to acknowledging other people’s cultures.
· Accountability, do your due diligence, be aware of the impact of your actions and take ownership of your mistakes (Aswathappa, 2005).

[bookmark: _Toc58205481]From the Company’s Perspective

For Nestle, “performing in an ethical manner is at the core of their business approach”, with the main word at the centre of their philosophy being “respect”, but looking back on their behaviour from a historical standpoint, we would suggest “competition” might fit better. As with all companies that have a minimum inkling into CSR, Nestle too has sustainable development goals, focuses on respecting and promoting human rights, promotes a healthy employment and diversity, safeguards and nurtures the youth, and overall, looks at improving livelihoods. But the true workplace culture must be observed through their very existence, not only corporate statements. We theorize that a company born out of a long-standing conflict between two parties, after the merger, could only become either a company that dissolves into another or one where both merging companies resonate on the same frequency. With over 30 years of war under their belt, when the founders and directors passed away, the employees maintained the same pace, but rather than focusing on the Anglo-Swiss versus Henri Nestle conflict, their horizons were set on conquering the world. So, the mindset from 1905 is more or less on par with the one of 2020, with employees committed to achieving their objectives, meeting deadlines, working long hours, always trying to push the limits, and, in contrast to the image Nestle is trying to paint of themselves, employees are ruthless in driving profits. Support for these claims comes from the company’s track record, being among the few that managed to survive wars, competitors, natural disasters, and market collapses. However, survive might be an understatement here, because, as Andy Grove the former CEO from Intel puts it: “bad companies are destroyed by cruses; good companies survive them; great companies are improved by them”, and by no little measure at the end of every known crisis in its history, Nestle has emerged bigger and better. During COVID’s lockdown, when most businesses were folding, Nestle was busy opening a new facility aimed at expanding into sustainable dairy and plant-based market in Switzerland, a Center of Excellence in New Jersey, and a manufacturing facility project estimated at 550 million dollars in Ohio, to name but a few. The Bridgewater, NJ Center of Excellence is an expansion into the medical field, representing an incursion into a terrain once held by Sanofy, and with Nestle’s dabble into nanotechnology, one can easily see a future where the company will be known as a pharmaceutical manufacturer too (Das, 2017). 
Regarding the ruthless culture at Nestle, this is revealed by events such as the baby formula boycott, where the company was accused of breaching international marketing standards to boost sales, or the seizure of water sources from North American communities, with their CEO claiming that “water is not a human right”. To keep their costs low, Nestle sources their palm oil from 20 our 25 unregulated producing countries (Greenpeace 2018), and their cocoa from heavily deforested countries, with Ivory Coast maintaining less than 4% dense forests (Mighty Earth, 2017). 
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	When it comes to the culture perceived/experienced by the employee, that is revealed from interviews and statements these provide, ranging from “the best company to work for” to “low salary, low respect”. To get a clearer less emotional image, we used Glassdoor (glassdoor.co.uk) and looked at the pros and cons tool they provide, where they scan the reviews and pull out the words or sentences that repeat themselves. From the positive comments the emerging workplace culture revolves around the well-being of the employee, with generous benefits packages, career opportunities and family orientation, in phrases such as “free lunch, great working environment” or “they take good care of the workers with good benefits and development”. Conversely, some people report that the workplace is tense, hierarchical oriented, committed to task execution, and this is shown in excerpts such as “tend to work long hours due to high workload which can be constant”, or “sometimes little slow in decision making”. What both the pros and cons have in common is CEO affection, with 91% out of 6340 people questioned supporting Mark Schneider (Glassdoor, 2020). 
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	We aimed at shedding a light onto the scale of the impact external and internal factors have on Nestle, with a focus on the current climate shaped by COVID, and the company emerged as an economical unstoppable force, with a bright future ahead of it. 
	When looking at the workplace culture, we see Nestle constantly forced – and succeeding at it – to adapt, in a large measure due to its size, as in numerous locations, but both as considerable market presence, pushing over 2000 brands. The theory we embrace is that Nestle in its inception cultivated a warrior-class employee, and after the merger, rather than one culture overtaking the other company’s one, they both resonated together, borrowing each other’s most valuable skills and polishing them. The result we see today is a company unstirred by the worldwide pandemic, who will most likely surface on the other side of the crisis with a higher revenue and a few new products. To support this claim, we have Nestle’s track record, as well as the idea that COVID is not new when broken down into its components, a parallel could be drawn to the Spanish flu at the end of World War I. 
	Once a company proactively adapts to shortages in demand and supply, has a profit mindset, and relies on highly trained and dedicated employees, there is really little that can upset it. Nestle is one of these companies, a name that will probably be spoken a lot more in the future, be that in its normal iteration, or as Nesquick, Nespresso, KitKat, Maggi, and many more to come. 
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1. Greenpeace campaigns 
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