
Chief Executive’s review

“ By generating our strongest sales and returning 
to our pre-acquisition profitability level,
the 2010 results are a sign of Givaudan’s ability 
to successfully leverage the new and 
expanded platform.”

Gilles Andrier, Chief Executive Offi cer
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Dear Shareholder

The year marked two milestones in 

Givaudan’s recent history, as we celebrated 

our 10th anniversary as an independent 

Company on the Swiss stock exchange 

and successfully completed our three-year 

integration of Quest International.

Since our listing in June 2000, we have 

been able to continuously improve and 

transform the Company with the service 

and innovation capabilities provided to our 

customers. During the integration we 

accelerated this considerable improvement 

of our innovation capabilities, effi ciency and 

organisation to continue our success in an 

even more rapidly changing marketplace.

The Group’s 2010 fi nancial results 

demonstrated that we met all the 

integration goals set out for this ambitious 

project. The most visible and measurable 

sign of this was the return to our pre-

acquisition profi tability as well as achieving 

the CHF 200 million annual savings target.

However, there is more to the integration 

than meeting fi nancial targets. The benefi ts 

from our enhanced structure, combined 

with the talents of our enlarged employee 

base – applied to creating and producing 

fragrances and fl avours that win in the 

market each day – have surpassed our 

expectations. These are important factors 

that will continue to make us successful in 

a dynamic marketplace. 

By generating our strongest sales and 

returning to our pre-acquisition profi tability 

level, the 2010 results are a sign of 

Givaudan’s ability to successfully leverage 

the new and expanded platform. Group 

sales increased 8.9% in local currencies, 

propelled by an outstanding sales 

performance in the developing markets. 

The continued rise in income levels in 

developing countries, increasing the 

number of consumers who use fl avoured 

and fragranced products, led to a 12.5% 

rise in sales in these markets.

The EBITDA margin reached the 22.7% 

mark we set ourselves three years ago 

and the net profi t during the reporting year 

under review increased by 71% compared 

to 2009. 

The Company continued with the 

integration of its supply chain in order 

to establish the best-in-class and 

industry-leading supply organisation. 

The announced closure of our fragrance 

compounding site in Argenteuil, France was 

completed in October. Our commitment to 

further expand our position in developing 

markets was underlined by the 

announcement to build a best-in-class 

savoury fl avours production facility 

in Hungary, close to the fast-growing 

Eastern European markets. In São Paulo, 

we inaugurated our regional Fragrance 

Creative Centre, serving the home market 

of Brazil and the other fast-growing 

markets of Latin America.

Givaudan’s strong innovation capabilities 

were also recognised by our industry. 

In 2010, our consumer understanding 

programme Miriad® 2.0 won the FiFi® 

Technological Breakthrough of the Year 

for Fragrance Creation and Formulation 

award.

The sustainability of our products, our 

Company and the communities in which 

we operate is an important element of our 

growth strategy. As part of the continued 

expansion of our sustainable raw materials 

sourcing strategy, we made new 

commitments in Laos and Madagascar. 

In Laos, where we sustainably source 

benzoin, a raw material in our perfumery 

activities, we opened as part of these 

commitments a second school for 

120 students aged 10-14. 

In our comprehensive Sustainability 

programme, progress during the year 

included establishing eco-effi ciency 

targets for 2020. Detailed progress will 

be presented in our second Sustainability 

Report which will be published in 

March 2011.

As a global Company operating in 

over 45 countries and more than 

80 locations, many of which have 

15 or more nationalities working 

together, diversity has always been 

important to us. Indeed, much of 

our success has been founded on 

understanding and appreciating 

the diversity of our employees and, 

in turn, the markets in which we 

operate. This commitment has now 

been defi ned in a global diversity policy. 

730m
Operating 

cash fl ow (CHF)
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Chief Executive’s review

The global roll-out of our new SAP-based 

enterprise management system continues 

smoothly. During the year, the Fragrance 

and the Finance organisations in North 

America and all sites in Spain and Latin 

America went live. Our production and 

other systems such as fi nance and 

customer service now run with SAP 

software, and 1,360 new users were 

brought online, a record number for the 

year. This brought the total number of 

users in the Company to 4,700, or 70% 

of the targeted total.

The considerable change the Company 

has undergone provided us with an 

opportunity to align our brand. ‘Engaging 

the Senses’, our new brand positioning 

and tagline, is the most visible sign of this 

change and commitment to what we want 

to achieve every day.

While our industry leadership today stems 

from a rich legacy of the past, it is important 

to look ahead and ensure we capitalise on 

the numerous opportunities ahead, and 

so 2010 was also a time of asking 

‘what’s next?’ 

At the beginning of the year we started 

to develop a fi ve-year strategy, including 

ambitious targets. The result was 

communicated in August and we have 

a clear plan and roadmap to continue 

the success of the last ten years. 

The strategy is built around fi ve key points, 

which are explained in more detail later in 

this report:

• Leverage our unique position in the 

fast-growing developing markets, which 

already represent approximately 40% of 

our sales, we expect this share to reach 

50% by 2015. 

• Deliver consumer-relevant solutions 

driven by Givaudan’s unique innovation 

platform which is backed by an industry-

leading research & development 

investment of over CHF 300 million 

per year. 

• Capture a signifi cant share of the 

expanding Health and Wellness market 

opportunity for Flavours by capitalising 

on our technology innovation portfolio 

under our TasteSolutions® programme. 

• Expand Givaudan’s sustainable raw 

material sourcing strategy, with a focus 

on naturals, by leveraging the Company’s 

unique knowledge and heritage. 

• Build on the strategic partnerships with 

our main customers, developing our 

presence with accounts or product 

categories where we are currently 

under-represented relative to Givaudan’s 

overall leadership position.

These strategic areas will guide all 

our future activities. Sustainability, which is 

already an integral part of the way we do 

business, will continue to be a main focus. 

5.2%
Underlying sales 

CAGR, twice market 

growth rate
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Givaudan started as an independent 

Company ten years ago. Much has been 

achieved and the Company has proven 

its capacity to be a trusted and preferred 

partner for our customers in helping them 

develop the best fragrance and fl avour 

solutions for their fi nal products. By 

applying a consistent strategy and vision, 

we have expanded our leadership and 

changed the dynamics of our industry. 

I would like to thank all our employees 

worldwide for this achievement.

During the three-year integration period 

and in the adverse economic environment 

of 2009, we proved we are an agile 

Company, capable of quickly adapting 

to changing circumstances. The daily 

commitment and hard work of our people 

around the globe gives me confi dence 

in our ability to operate in an environment 

that will change even more rapidly, 

with continued macroeconomic and 

geopolitical uncertainties. 

We are receiving mixed signals about the 

sustained strength of the global economic 

recovery we saw in 2010. In light of this, 

we will evaluate additional ways of driving 

competitiveness in 2011 and over the 

long term.

In 2011, we enter the next era of growth 

for our business. Over the next fi ve years, 

the overall objective is to grow organically 

between 4.5% and 5.5% per annum, 

assuming a market growth of 2-3%, 

and to continue on the path of market 

share gains.

By delivering on the Company’s growth 

strategy outlined in this report, Givaudan 

expects to outgrow the underlying market 

and continue to achieve its industry-leading 

EBITDA margin while improving its annual 

free cash fl ow to between 14% and 16% 

of sales by 2015.

Givaudan confi rms its intention to return 

above 60% of the Company’s free cash 

fl ow to shareholders once the targeted 

leverage ratio – defi ned as net debt, 

divided by net debt plus equity – of 25% 

has been reached.

We have a challenging agenda ahead but 

I am confi dent that we will continue to build 

on and expand our distinct position in our 

industry.

Gilles Andrier CEO

“ At the beginning of the year we started to develop 
a five-year strategy, including ambitious targets. 
The result was communicated in August and we
have a clear plan and roadmap to continue the 
success of the last ten years.” 
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Streetview, Brazil
One of Givaudan's key developing markets
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Our acquisition of Quest International in 
2007 transformed the fragrance and flavour 
industry. In 2010 we successfully completed 
the integration of the acquisition and are now 
entering the next era of sustainable, profitable 
growth for the business.

A PLATFORM FOR

GROWTH
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FIVE-YEAR STRATEGY: 

We are in a strong position to capitalise on our distinct leading 
capabilities to continue to outperform the underlying market growth. 
This strength is underpinned by our long-standing relationships with 
the leading food, beverage, household, personal care and fine fragrance 
manufacturers around the world. Our global reach, the diversity and 
creativity of our teams coupled with our customer-servicing model 
ensures we have the right people in the local markets to further build, 
develop and sustain our privileged relationships with global, regional 
and local customers.

Through the successful implementation 
of our strategy we will achieve our mid-
term objectives:

4.5-5.5%
Organic sales growth

Above

 60%
free cash fl ow return

14-16%
Free cash fl ow of sales 

by 2015

EBITDA
Best-in-class

Based on an assumed 

market growth of 2-3%

Once the target leverage ratio 

of 25% has been reached

The key pillars of our five-year 
strategy are:

Developing markets

Research & development

Health and Wellness

Sustainable sourcing of raw materials

Targeted customers and segments
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FIVE-YEAR STRATEGY: 

Developing markets

Developing markets represent a signifi cant 

growth opportunity as consumers increase 

their consumption of packaged food, 

beverages, household and personal care 

products. This is because of increasing 

urbanisation, the rise in disposable 

incomes and the purchase of more 

sophisticated products such as fi ne 

fragrances, high-end personal care and 

nutritional beverages and foods. However, 

to be successful in these markets, we 

know that true taste and smell experiences 

can only be created with an in-depth 

understanding of the local markets.

We are ideally positioned to make this 

a reality. We have over 1,300 creative, 

sales and marketing employees in the 

developing markets – more than any of our 

competitors – and are continuing to invest 

in creative, sales and marketing personnel 

and best-in-class facilities. We interview 

hundreds of thousands of consumers 

every year, have dedicated sensory panels 

in local markets and are expanding our 

TasteTreks to gather consumer and market 

understanding. 

We will leverage this leading position in 

the fast-growing developing markets and 

expect our sales in developing markets 

to increase from 40% in 2010 to 50% 

by 2015.

To deliver this growth objective we are 

focusing on targeted accounts and 

segments including air care, household 

and fi ne fragrances in the Fragrance 

Division and beverages, snacks, dairy 

and savoury in the Flavour Division. 

Brazil Creative Centre 
Brazil is a nation of fragrance enthusiasts whose 
growing affl uence has led to wide anticipation 
that it will become one of the leading fragrance 
consuming regions of the world. In October 2010 
we opened a new Latin American Fragrance 
Creative Centre in São Paulo to further strengthen 
our local presence and position to respond to 
customer briefs in the region.

Hungary manufacturing facility
The savoury segment represents about one-third 
of the fl avour potential in Europe, with strong 
growth opportunities. Based on our leading 
savoury position in this region we have approved 
a CHF 170 million investment in a best-in-class 
savoury manufacturing facility in Makó, Hungary. 
We recognise the need to support future growth 
in developing markets and to deliver leading 
product quality and service. We continue to 
comply with increasing regulatory requirements 
and be cost competitive. This facility will start 
production in 2012 and be fully operational in 
the fi rst half of 2013. 
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FIVE-YEAR STRATEGY:

Research and development

We will deliver consumer-relevant solutions 

driven by our unique innovation platform, 

which is backed by: 

• An industry-leading R&D spend of 

CHF 336 million in 2010 

• A rich creative talent pool: 25% of the 

world’s best perfumers and 40% of 

the world’s best fl avourists and fl avour 

food scientists

• Active collaboration with outside 

experts including our ChefsCouncil™ 

programme in fl avours or our 

TecnoScent™ project, with ChemCom SA, 

which was established to accelerate 

understanding of the sense of smell

• Leveraging cross-divisional knowledge 

in chemistry, biotechnology, delivery 

systems and analytical science

Our R&D teams have a strong link with our 

consumer understanding teams to drive 

value in innovation. We are focusing on 

targeted areas including: TasteSolutions® 

to develop healthier, clean-label products; 

TasteEssentials® to develop – with our 

customers– consumer-preferred taste for 

food and beverage products; receptor 

research and new molecule creation 

to gain competitive advantage with our 

fragrance and fl avour creations.

Our leading receptor research includes 

high throughput screening for novel natural 

sweetener enhancers, salt replacers and 

bitter maskers that help in the development 

of great tasting, healthier food and 

beverage products.

Malodour counteraction
Our receptor research is helping to defi ne how 
the human sense of smell works. Humans use 
about 400 different olfactory receptors, whose 
genes and protein structures are known, but 
the odorants which activate individual receptors 
have, until now, only been established for a 
small number.

High throughput screening by TecnoScent™ 
of up to 500 fragrance materials on several 
olfactory receptor cells simultaneously has verifi ed 
that for each and every receptor there are odour 
molecules that are agonists and antagonists. 
This means that some materials will activate 
a receptor whilst others will shut it down. 
This opens the possibility of new approaches 
to malodour control. 

EverCool
Our receptor-based technology is instrumental 
in discovering, designing and developing novel 
cooling agents for oral care, food and beverage 
applications. During our research into cooling 
agents, we screened 28,000 materials against 
receptors from which we were able to effectively 
reduce this number down to 350 materials that 
were tasted and then 25 compounds, which 
were then selected for in-depth application tests. 
Two fi nal cooling agents stood out: EverCool 180 
and EverCool 190. The products are the newest 
proprietary cooling ingredients to enter the 
market, and are a part of our successful 
EverCool portfolio. We are now commercialising 
the EverCool fl avour systems in different physical 
forms to meet specifi c customer applications for 
cost-effective cooling performance requirements.
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Mechacaps™
Our Mechacaps™ perfume encapsulation 
technology is a shell encapsulate which allows a 
signifi cant increase in perfume material delivery 
on laundry, as well as a controlled release of 
perfume over a period of time. This means that 
the scent experience from both the washing and 
drying of clothes is enhanced. This technology, 
combined with the underlying fragrance, has 
generated signifi cant interest in the market with 
sales already having a positive impact on 
business performance. This technology is an 
example of our collaboration between fragrance 
and fl avour research in the area of taste and 
smell delivery. 

FIVE-YEAR STRATEGY:

Health and Wellness

Today’s consumers seek to address health 

problems and reduce the incidence of 

obesity and conditions such as heart 

disease and diabetes. They want food and 

beverage products that are good for them, 

but which also taste good.

This consumer shift is creating a growing 

Health and Wellness market opportunity 

and our objective is to capture a signifi cant 

share of it by capitalising on our technology 

innovation portfolio TasteSolutions®. One 

example is TasteSolutions® Salt.

Fragrances uplift everyday tasks by 

communicating freshness, cleanliness, 

softness, calmness or relaxation, and by 

contributing to our sense of well-being. 

Fragrances evoke a positive emotional 

response in each of us and fragrance 

technologies draw on various methods to 

ensure the perfume experience occurs at 

exactly the right moment in product use, 

whether for personal washing, laundry or 

home care. This technology has been 

commercialised in Mechacaps™.

Salt reduction
Givaudan’s latest sensory innovation – Sense It™ 
Salt – is a key breakthrough in helping our 
customers respond to a global demand for 
reduced salt levels in foods, from soups, sauces 
and ready-meals to snacks and cereals. Sense 
It™ Salt is a unique sensory language that 
enhances our ability to accurately assess the 
consequences of reducing salt and the 
performance of fl avours or ingredients that are 
used to restore the taste of salt. The ultimate 
goal is to meet increasing nutritional requirements 
and government regulations regarding sodium 
content without compromising the taste that 
consumers love. In achieving these goals, we 
further strengthen our role as a key partner to 
food manufacturers worldwide as they develop 
products in the Health and Wellness category.
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FIVE-YEAR STRATEGY:

Sustainable sourcing 
of raw materials

Madagascar vanilla 
Madagascar is the source for almost 80% of the 
world’s vanilla. To ensure a long-term, sustainable 
Fair Trade supply of vanilla from this island, we 
are working with the local communities and a 
local partner to bring greater traceability to this 
supply chain. As part of this cooperation, we 
started an initiative to improve the education 
infrastructure in the areas where vanilla is grown 
and represents the main sources of income. 
In addition, our cooperation with a local partner 
supports the adoption of best practices for 
harvest and production methods to safeguard 
the quality of vanilla, which undergoes an 
elaborate and diffi cult process until it is used 
as a key ingredient for fragrances and fl avours.

Comoros Ylang Ylang
The fl ower Ylang Ylang grows on Mohéli, 
the smallest of the Comoros Islands located in 
the Indian Ocean. Our most recent partnership 
in sustainable naturals sourcing will secure a 
special quality of the essential oil derived from 
this fl ower, which is known for its fl oral, radiant 
and luminous smell, reminiscent of summer. 
Through the close cooperation with a local 
supplier we provide technical support and 
upgraded the distillation equipment, improving 
the quality of the oil that is ultimately produced. 
Together with the local communities, we are 
working to improve the forest management 
around the Ylang Ylang plantations, and we 
have started a programme to plant fast growing 
trees to fi ght deforestation in that area.

Our Sustainability programme is based 

on a fi ve-pillar strategy that extends across 

the full life cycle of our business, ranging 

from raw material sourcing, to product 

creation, our employees, our customers 

and the end consumer.

As the world’s largest buyer of raw 

materials in the fragrance and fl avour 

industry, we have an ethical and commercial 

responsibility in the supply chains in which 

we operate. Using over 14,000 different 

ingredients in our fragrance and fl avour 

products from more than 50 countries, it is 

critical that we have a deep understanding 

of our raw materials supply chains. 

We source nearly 200 natural perfumery 

materials. Our Innovative Naturals 

programme brings together strands that 

not only reinforce the sustainability of 

our business – they enrich the palettes of 

our perfumers. We combine a programme 

of ethical sourcing and sustainable 

development with a drive to fi nd the purest 

natural ingredients for inclusion in our 

Orpur® range, a special collection of more 

than 50 ingredients that are the jewels in 

our naturals portfolio.

Our fi rst pioneering initiative aimed at 

achieving these objectives was in Australia. 

Since 2001 we have preferred to use 

Australian sandalwood due to the 

deforestation and quality issues that 

threaten Indian sandalwood. In June 2007, 

we signed a partnership agreement with 

Mount Romance, a producer of pure 

Australian sandalwood oil. This partnership 

creates a sustainable supply of a specifi c 

grade of oil from sandalwood that is 

harvested by indigenous communities in 

the southern part of Western Australia.

Since this fi rst initiative we have expanded 

our sustainable naturals sourcing 

programme with further initiatives including 

the sourcing of benzoin from Laos and 

tonka beans from Venezuela. As part of 

our fi ve-year strategy we will further 

expand our sustainable sourcing with a 

focus on naturals by leveraging this 

knowledge and heritage.
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TasteEssentials® Chicken
Over the past two years we spoke to consumers 
in markets and shopping malls, cooked with 
them in their homes, ate with them in high-end 
restaurants and in fast-food venues and street 
stalls. The richness of the language we gathered 
forms the heart of Sense ItTM, our global language 
and dialogue enabler between fl avourists, application 
teams and sensory experts. A set of references 
of the 20 most relevant chicken descriptors are 
now enhancing the way we describe chicken 
tastes, helping us to win new products.

Our customers are looking for a true 

partner who can bring innovation, 

consumer insight, market understanding 

and commercial expertise to develop 

sustainable fragrance and fl avour creations. 

We are building on our strategic partnerships 

with our main customers and developing 

our presence with accounts or product 

categories where we are currently 

under-represented relative to our overall 

industry position and where we have an 

opportunity to expand. This will enable us 

to drive market share growth in mature as 

well as developing markets.

In Flavours, our strategy of customer 

intimacy and technology investment has 

and will continue to support growth in 

this pillar. 

TasteEssentials® is our iconic fl avour 

palette with the latest in technology, 

artistry and built-in consumer appeal.

It focuses on the most signifi cant 

fl avours, inspiring new products and 

new opportunities for our customers, 

and will be a key driver of growth.

In Fragrances we are driving a proactive 

programme in feminine fi ne fragrances 

focusing on creating ‘new classics’. 

We also have dedicated sales teams in 

North America to seek selected regional 

and local accounts, and remain focused 

on the air care and household categories.

FIVE-YEAR STRATEGY:

Targeted customers and segments

Feminine fi ne fragrance 
Innovation, creativity and close collaboration 
with customers has resulted in a 25% increase 
in the number of feminine fragrances created 
by our perfumers that now appear in the top 
20 sellers lists in the USA and France. 
In 2010, for the fi rst time, Givaudan created 
both best male and best female award-winning 
fragrances at the Fragrance Foundation FiFi® 
and CEW Beauty awards with Lola by Marc 
Jacobs and One Million by Paco Rabanne. 
In total, 21 fragrances created by Givaudan 
won awards in different ceremonies across 
Europe, the USA and the Middle East.
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