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General Remarks: Study Background ~ con

— Study conducted in 2019 in 4 countries

— Each country’s national sample was representative of age, gender and region

Germany ltaly United United
Kingdom States
,

| | | |
291 1.045 9L 1.016 291 1.005 f9 1.001

— In Germany, smartcon conducted this study as part of the German coffee
association’s annual coffee study, the largest national study on coffee

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 2
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How do sustainability claims influence purchase decisions? o
Framework:

In order to influence purchase decisions, there needs to be...

1. awareness of problems related to non-sustainable coffee

2. aset of general attitudes among potential buyers:
— It matters to me personally

— lunderstand and accept that there is a price premium

3. an understanding of what claims and seals mean and stand for,
along with credibility

- In the following: Analysis according to this framework

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 3
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ROBLEM AWARENESS:
PERCEPTION OF THE COFFEE

How responsible is it perceived?
Which topics do consumers have in mind?
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Is the coffee industry perceived as responsible? o con

150/

rate the industry as socially responsible

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 5
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Is the coffee industry perceived as responsible compared to other °
industries?

Coffee Industry Tea Industry

— Skeptical views relate to
other industries as well

b41% — Is average “OK” for

consumers?

Pharma Industry

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 6
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Do coffee consumers see a need for improvement regarding CSR aspects? e

0 sy D U0
_ think the mdustry still needs to catch up
‘ Q on respon3|ble behavmr

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 7




How many consumers are skeptical regarding the coffee industry’s ° con

motivation?

think aspects of responsibility are taken
Into account only out of self-interest

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 8




What do consumers see as major problems related to the coffee industry? e con

are worried about aspects of
working conditions

are concerned about aspects
of environmental protection
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Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 9




What are the top three problems in the eyes of consumers? °

Child Labor Pesticides

4 countries... 3 countries... 3 countries...

E\imw e N4 L IR

... named this among their top three issues

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 10
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Are there other problems which are perceived as relevant as well? ° con

0
Child labor 09%

Working conditions and payment in coffee cultivation

Use of pesticides in coffee cultivation

Environmental pollution due to waste/rubbish

Environmental pollution due to transport routes

.. see this as a problem

Genetically modified coffee plants

Negative effect on climate change
Water consumption in coffee cultivation 3504

— Working conditions are bothering most
— But for a larger share of consumers, there is a multitude of relevant environmental concerns, too
- Sustainability problems well represented, but far from being perceived by everybody

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 11
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Do CSR measures contribute to a positive image? °

overan, YO0

agreed that at least one
measure of responsible
production is important

Working
conditions

Environmental
protection

Donations

Certifications

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 12



Is there a demand for a wider range of certified coffee? °

39%

say that not enough products on
the shelf are certified

®

' - — All countries:
There is a demand for a
” , ‘ portfolio change which takes
' CSR aspects better into
o account
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Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 13
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ATTITUDESWTOWARDS SUSTAI

WILLINGNTESS T O PAY:
" — For what share of consumers is it relevant?
—  Which measures related to coffee resonate most?

— Shaping willingness to pay: What is the trade-off with taste and price?
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What is the impact of different CSR measures on the image of (players in °
the) coffee industry and on consumers’ willingness to pay?

Positively contributes to image Willingness to pay
of coffee company (rank) some price premium
Il No child labor 5900
Pl Careful handling of resources 5494
®fl Fair working conditions for employees 539
Vil Avoiding waste by clever product packaging 5305
oY Fair trade and responsibility to people 5304
$fl Protection of climate and environment 5500
Al Respecting the principle of sustainability 48%
refl Certification by independent bodies 43%
(90 Donating a fixed sum for every pack 35%
Donating to social projects 0
. 0

— Measures regarding working conditions and the environment with the overall biggest influence
— Donations and certifications have less impact

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 15

con




Talk is cheap... but are consumers willing to pay considerably more for °
responsibly produced coffee?

L

said at least one measure of
responsible production was
important to them, but only... |

(35

are willing to pay a price premium
of 25% or more

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 16
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Why willingness to pay is limited: How do consumers trade off taste & °
price vs. sustainability in the food sector?

Taste and price are the most | pay attention whether the product
important factors was responsibly produced

310
9%

Across all countries:

— In general, when purchasing
food, the majority looks at
taste and price

— Still: A substantial share takes
sustainability into account

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 17
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Specifically for coffee: Do consumers fear that coffee certified as ° con

sustainable has deficits in terms of taste?

think that certified coffee does
not taste as good

— Good news for the coffee industry: Fear to compromise taste is not a barrier for
sustainable coffee

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 18




Why willingness to pay is limited: Is responsible production in the food ° con
sector perceived to justify a price premium?

Yes, NoO,

| think it is justifiable to charge responsibly produced products
more for responsible production should not be more expensive

49% 51%

Consumers are divided. Two explanations (not necessarily excluding each other):
- Hypothesis |: Today, for many consumers CSR has become a hygiene factor

- Hypothesis Il: Lack of awareness that responsible production implies higher costs
Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019)
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CERTIFICATIONS & CLAIMS FOR COFFEE PRODUCTS

— How aware are consumers about sustainability seals and what they stand for?

— How credible are certifications?




Europe only: How aware are consumers of the different certifications? °

Recognition of product certifications:

44-93%
50-69% 41-76%
S|4 £ ¥ 270 33-62%
r R 3&{ 3 e

o *,'
' UTZ
’ Certified
: “ FAIRTRADE

Fairtrade Organics Rainforest Alliance

— A seal can influence purchase decisions only if it is known
- Need to increase awareness

— For each seal: Large span between countries

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 21
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United States: How aware are consumers of the different certifications? ° con

Recognition of product certifications:

0 81%
77 & 64[% 47%

o
USDA UTZ
W Certified
FAIR TRADE
CERTIFIED

Fairtrade Organics Rainforest Alliance uTZ

— Consumers are most familiar with the (national) USDA Organic seal

— Fairtrade is runner up, UTZ has lowest awareness

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 22
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Do consumers feel informed about product certifications? °

“] feel informed what a familiar certification stands for”

31% 33% 48% 62%

1 | |

- '
Germany Italy United Kingdom  United States

- Clear indicator: There is a need in consumer education regarding what seals
stand for

— Consumers in the US feel better informed — are they right?

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 23




Do consumers really know what a certification stands for? °

Correct feature attribution for familiar certifications (at least 9 out of 11 features)

15% 22%

111% 5% |

Germany Italy United Kingdom  United States

— Not really!
— The mediocre level of correct attribution confirms the need for more consumer education

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 24
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How credible are product certifications? ° con

trust product certifications

B believe non-certified claims, too

— Apart from lack of awareness and lack of information what a seal stands for:
Substantial shares of consumers have doubts - Need to enhance credibility

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019) 25




Example: What is the effect of a lack of credibility?

Problem awareness: ) 'y
payment are a major problem

4 N

Credibility: “FAIRTRADE “FAIRTRADE
seal is credible” seal is doubtful”

Willingness to pay a ‘O 46‘0/
price premium for 69 / 0
fairly traded coffee: O

— Example shows:
Lack of credibility substantially reduces acceptance of a price premium

Basis: N=4.067 coffee drinkers in Germany, Italy, the United Kingdom and the United States of America (March-May 2019)

“I think that working conditions and

26
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con
Summary °

There is a solid base for sustainability claims having impact on purchase decisions:
— The CSR image of the coffee industry is anything but brilliant
— Across countries only 45% rate it as responsible
— A majority of coffee drinkers sees a need for improvement
— For the majority of coffee drinkers in each country, responsible production is a concern
— Child labor, working conditions and the use of pesticides are top issues
— Donations and certifications have less of an impact on image

— Overall, social responsibility slightly more important than environmental responsibility

— Only minor differences between countries
However, we also observe a familiar pattern: Many state that CSR aspects are
important, fewer are willing to pay for it
— About half of the consumers accepts if sustainability does not come for free

— For others, sustainability has potentially become a hygiene factor. Something you
require from brands without expecting to pay extra

27




Summary (cont’d)

To strengthen the impact of sustainability claims, consumer education is needed on
different levels:

— Raise problem awareness. For example...
— 4 out of 10 do not perceive working conditions and payment as a major problem
— Two thirds are not aware of a problem of water consumption in coffee cultivation
— Explain why sustainability might still justify a price premium
— Increase awareness of seals and certifications:

— Ifaseal like UTZ is not known by about 50% of the coffee buyers, it loses much of its potential
to make an impact on purchase decisions

— Awareness differs by markets and seals: Efforts to raise awareness must take this into account
— Increase knowledge what seals and certifications stand for:

— Currently, the majority of coffee buyers has at best a vague idea

— To increase impact on decisions, consumers need a better understanding what the message is

— Increase credibility: Prove that sustainability claims are valid, not just marketing claims

28
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Contact ° con

smartcon GmbH

Hauptstr. 17-19 / Building 6320
D-55120 Mainz

Phone: +49(0)6131/94519-0
e-Mail: info@smartcon.de
www.smartcon.de

29




