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WHAT WE DO TO MITIGATE THE
IMPACT OF INFLATION
Christophe SOLAS
Chief Executive Officer, Sodexo Greater China

“

It was the best of times. It was the worst of times.”
The opening line from Charles Dickens in A Tale
of Two Cities is as appropriate an opening as you
can find to reflect on the eventful and challenging
year for anyone buying directly or indirectly services
which are highly reliant on materials and labor.

food-cost revolution posed challenge with regard
to people management.

Despite a slight slowdown in the middle of 2012,
increase in food costs remained significant according
to data from the National Bureau of Statistics of China.
The Food CPI (36-city average) rose by 15.6% from
Best of times refers to the resilient
Jan. 2011 to Dec. 2013, at an average
What we observed that had
growth in the China market in
month-on-month growth rate of
contrast with that achieved in the affected our businesses - inflating 9.2%. One of the main reasons
global economy. Worst of times prices of raw material and labor for such food inflation is regulatory
relates to the spiraling labor and cost, which triggered a food - cost curbs to ensure food safety and
food costs in the Chinese market, revolution posed challenge with quality. The government had given
further driving price inflation regard to people management.
priority to this issue and had made
across the economy.
great efforts in fulfilling production
standards that were costly for many
Here, I would like to share what we observed that
local manufacturers. The costs were then reflected in
had affected our businesses-- inflating prices of
the prices of the end product. Therefore what we have
raw material and labor cost, which triggered a
seen during the past years is fewer suppliers producing
China Food CPI ( Average of 36 Cities ) Since Jan. 2011*

*Source: National Bureau of Statistics of China
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goods at higher prices. Of course, such costs should
be shared by the government, producers, retailers,
service providers and end consumers.
According to OECD (Organization for Economic
Cooperation and Development), the consumer
price index in China was 105.5 in 2011, 108.2 in
2012 and 111.1 in 2013. This means that the overall
consumer price increased by 26.8% from Jan. 2011
to Jan. 2014. This is a significant increase in prices.
Moreover, such price increase affects most big cities
where the vast majority of our clients are based.
Now let us turn our attention to the impact of inflation
on labor. In 2013, the adjusted minimum wage in
26 provinces saw an average rate of increase of
18%. The increase was 18% in 2012 and 22%
in 2011. With the globalization of the job market
during the past 10 years, any salary increase for
senior managers would be quite limited by now.
The main impact of inflation is on the middle- and
low-income groups, and in particular the frontline
workers. As reported by Xinhua News Agency,
the wage of frontline workers went up by 73% in
Shanghai from 2007 to 2012, 83% in tier-2 cities
in East China. Increase in minimum salary and
adjustments in social insurance base in the cities
were the two key factors that drove manpower cost
upwards. Together with high turn-over rate, it will
continue to have an impact on businesses.

What Sodexo is doing to offset
inflation
To limit as much as possible the need for rate
revisions with our clients, Sodexo is taking
steps to mitigate some of those impacts with no
compromise on quality and safety. Actually our

anticipation and systematic focus on safety since
1995 has contributed towards such effort.

Achieving Operational Excellence
In 2013 Sodexo launched the Operational Excellence
initiative across our businesses in China. This
initiative, based on the principles of LEAN and SIX
SIGMA, was designed to measure, educate and
deploy organizational and operational practices
in our businesses to proactively drive productivity
improvements. This was not only to drive our
competitiveness, but also to deliver value to our
clients through minimizing ongoing labor cost inflation
on the pricing of our services solutions.
We have invested in a dedicated team of experts
to train our operational teams in such key tools and
processes as LEAN and SIX SIGMA to support
the identification and removal of waste from our
operational and business processes, and optimize
our site and company organizations. Our objective
is to drive a 20% productivity improvement across
our business year on year.
We also developed the WorkSmart system, an
administration tool to help site managers develop
and optimize on an on-going basis, standard
procedures for different service activities and gain
productivity improvement in terms of time-saving,
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communication efficiency, report accuracy, etc.
People development is always the foundation to
achieve any business objective at Sodexo. In fiscal
year 2013, we invested 200,000 hours in employee
training to transfer expertise developed by central
experts and foster employees’ improvement. We
also initiated a series of development and incentive
programs to retain the best people.
More than 50% of our frontline employees are
migrant workers. It remains a challenge for us
as for many other companies to retain them.
Since 2012, measures have been taken to
improve the benefits for our on-site employees,
especially non-local ones. For example, we
provide dormitory and welcome gift-pack with
daily necessities for non-local employees and
reimburse their return ticket costs. We also
introduced seniority allowance system and “red
pocket” for first marriage and first new-born
babies for our site employees. In the past four
years, employee retention rate of our Facilities
Management business has increased by more
than 10% per year through all the efforts above.

Non-core business is always under the
spotlight when we talk about cost-saving.
I believe the value of an IFM provider is
not just in relation to outsourcing, but in
improving the professional standard and the
utilization of facilities. We are now proud of
being able to provide a full range of on-site
services for our clients in China, including
food services, lifestyle services, business
support services, engineering services and
lab services, covering more than 200 types
of professional work. As you have read in
the summer issue of the newsletter in 2013,
we have showcased successful cases like
Nokia Beijing, where we helped our clients
achieve their cost saving targets without
sacrificing business continuity and customer
experience. A small change to shuttle bus or
coffee machine arrangement can make a big
difference! You can read more in the summer
issue. But that is not unusual at Sodexo. One
of our core values is to help clients optimize
the usage of their facilities.
As ZHU Min, Vice President of IMF said at
SANYA Forum in Dec. 2013, China will face
persistent inflationary pressure. It is our
objective to work alongside you as a strategic
partner, to manage challenges and to deliver to
you, positive outcomes. s

Making Money by Saving Money
Inflation is not just a challenge, but also an
opportunity for Sodexo. More and more clients are
asking us to help them better utilize their facilities.
As the growth of the Chinese economy slows down,
there are more uncertainties in the future for Chinese
enterprises and international companies in China. To
be better prepared for such uncertainties, “Improving
Cost Efficiency” seems to be a long-term business
strategy for most companies, instead of being only a
measure to offset inflation.
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Success Story

MOVING BEYOND TRADITIONAL
EMPLOYEE ENGAGEMENT
Amy DONG, Area Manager, Corporate Services

China Energy Conservation and
Environmental Protection Group
Improving the quality of life of its nearly 1,000
employees has been a challenge that the
China Energy Conservation and Environmental
Protection Group – China’s most powerful industry
group in the fields of energy conservation and
environmental protection – has set for our team
since we’ve been appointed their catering partner
four years ago for their Beijing headquarters.

Our on-site chefs created a special recipe and
wrapping technique, sourced high quality food
materials, and worked with the communications
and promotion teams to produce festive decorations
and internally market a rice dumpling cooking class.

That means besides providing top-notch
foodservices, we continually enhance this stateowned enterprise’s campus life through customized
employee engagement catering programs.

Meaningful Campus Life
Employees so favorably recognized our daily
catering services, so numerous requests
were made to our front line staff for cooking
lessons on their favorite dishes. We took their
enthusiastic feedback, discussed it with our
team and client, and then formulated a plan that
leveraged an upcoming Dragon Boat Festival
and its traditional dish.

Happy Employees, Happy Employer
The inaugural cooking class was highly
successful, with employees reporting having a lot
of fun. Many also took us up on our suggestion
of sharing the handmade dumplings with their
parents to include family in this important
celebration, which helps strengthen our team’s
overall sense of community.
Today, with the enterprise’s strong support, employee
sign-ups for cooking classes continually increase.
And as in the first class, employees often proudly
bring home the dishes they’ve made to their families.
In a long letter of satisfaction, the client
attributed the Sodexo team’s integral role
in contributing to their SOE’s success and
specifically
mentioned
employee-centric
touches like the cooking classes. Additionally,
they bestowed our on-site team with “The
Best Service Team Award” in praise of our
professional service and efficiency.
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Dear Beijing Sodexo Service:
The prosperity of China Energy Conservation
and Environmental Protection Group cannot be
separated from your high-quality on-site services.
With your hard work, we could focus on our core
business with greater ease. The logistic guarantee
you provide has been widely recognized.
And furthermore, the site managers and
frontline employees have shown their steady
working style and spirit, which embodies the
excellent quality of the on-site service team. For
a long time, the team has been concentrating
on “people-oriented” service and continuous
innovation on the variety of dishes to meet our
demands. The on-site service team deserves all
the credit for their hard work. We are so moved
by their hard working attitude.

We’re very proud of the feedback from the
employees and client alike, proof that our team
members make their quality of life the foundation
of our work:

We are pleased to cooperate with a team like
this and we hope you will continue your efforts
on innovating dishes and improvement on
service quality.
China Energy Conservation and
Environmental Protection Group

Success Story

WHAT WE DO FOR BANCOMBIA
Latin
American
finance
group benefits from Sodexo’s
integrated services
Colombia’s largest bank, Bancolombia, called
upon Sodexo to help increase operating
efficiency and meet their sustainable goals
for the next century. With turnover of more
than 1.8 billion euros, and 20,000 employees,
Bancolombia is a major presence in Latin
America, with the operational challenges
that accompany a group of this size. Since
1997, Bancolombia has entrusted Sodexo
with responsibilities ranging from cleaning
services to technical maintenance. So when
Bancolombia needed a more comprehensive
service solution, Sodexo was there to provide it.

A twofold challenge for Sodexo
Historically, the high number of technical
maintenance stakeholders over various sites
made tracking costs and quality extremely
difficult. Sodexo’s aim was to find a way of
integrating processes across sites, increasing
efficiency and the company’s ability to trace
service issues back to source. Bancolombia
was also looking for support with the opening
of their new state-of-the-art headquarters.
Their goal for this building was clear: use
green building initiatives to create a unique
workplace environment that enhances quality
of life for the clients and employees, while
creating the condition for performance within
the company.
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Integration of services:
service synergies
Sodexo’s first step was to take over technical
operations and maintenance management for
the bank’s Colombian sites. After integrating
maintenance processes and implementing
centralized reporting, the financial group
saw improvements in both the quality and
traceability of technical processes. As for the
savings objectives - they were exceeded by
an incredible 122%. Sodexo also assumed full
responsibility for maintaining Bancolombia’s
thousands of ATMs, simplifying the process to a
single point of contact, and so vastly improving
ATM uptimes and profitability.

Taking the LEED with a green
workplace
For the new headquar ters project, Sodexo
provided extensive suppor t to help
Bancolombia achieve the coveted LEED
(Leadership in Energy & Environmental
Design) Gold Cer tification. This required
development of an action plan, detailed
documentation, and calculation of energy
savings. As well as having a positive impact
on quality of life for clients and employees,
this green building initiative meant fur ther
savings for Bancolombia - 10% in energy
and 12% in water consumption.
Ultimately, Sodexo’s integrated approach
to providing ser vices created positive
synergies
throughout
the
company.
By allowing Sodexo to integrate many
previously separate ser vices, Bancolombia
not only benefited from substantial cost
savings, but was able to provide a better
quality experience for both their customers
and employees. s
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THE NEW PERFORMANCE FRONTIER
Michel LANDEL
CEO of Sodexo Group

By helping emphasize the importance of a “better
life” as a key component of societal progress,
the OECD has made considerable efforts in
recent years to help promote a school of thought
that places people’s well-being at the heart of
economic growth. After examining the issue of
growth and productivity gains, and recognizing
the question of the environmental cost of our
economic activity, the time has come to turn our
attention to another area that is equally crucial:
fostering a more human economy.

T

he current crisis has revealed the limitations
of our economic model. Decades of
rationalisation and efforts to improve
processes, methods, structures and expertise have
depleted the potential to boost productivity and
exert an increasing amount of pressure on women
and men. This pressure compromises the hope of
finding personal fulfillment at work. What’s more,
consumption never seems to provide satisfaction,
regardless of income level. Our modern economies,
as many economists point out, have not managed
to combine growth and happiness.
Economies and companies face the same challenge:
finding new resources for developing more
harmonious growth–growth that delivers not just
value, but also the fulfillment that should result from
it. In my opinion, the solution can be summed up in
two words: human beings. It is the duty of economic
stakeholders to address this issue seriously in order
to lay the foundations for harmonious growth.

In companies, hospitals, schools, prisons and factories,
the 20th century brought developed countries a number
of logistic and technological solutions to the main
quantitative challenges facing modern society: food,
education, employment, production, transportation,
medical care and so on. Today, if we wish to improve
the performance of these collective places, people’s
well-being will need to become the main focus.
In prisons, the aim is not just to guard the prisoners,
but to create conditions favourable for their re-entry into
society. In companies and factories, the aim is no longer
just to manufacture, but to retain and motivate talent. In
hospitals, the aim is no longer just to treat patients, but
to protect their dignity and create an environment that
provides comfort and psychological well-being to help
along their recovery. In schools and universities, in an
era when the Internet is making knowledge openly
accessible, the most important question is how to create
an environment that will foster motivation to learn.
The challenge everywhere is how to reconcile
individual needs with the goals of organisations;
how to recognise that organisations are also places
where people live their lives; and how to place
primary emphasis on what improves quality of life.
For many, this idea remains vague or too generalised.
For us, it is a concrete and measurable topic.
A place elicits emotions and a certain amount
of pride, appeal and engagement. Through their

At Sodexo, we have a vision. We believe that to
create lasting value, organisations and society
must place people at the centre of their thinking.
This is why we consider quality of life to be a key,
and as yet largely unexplored, factor in individual
and collective performance. We have made it our
business and our raison d’être.
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layout, functionality, openness to the outside world
and symbolism, physical spaces create points of
reference and a shared culture.
We have also noted that, through new services,
organisations can free individuals of constraints
and make life at work, or in sickness, absence or
isolation, more bearable.
On a more individual level, quality of life in organisations
can be assessed through details, which often appear
to be crucial. I’m thinking here of the way people are
affected by their environment in their professional and
personal life, including such things as air quality, and by
factors (which at times might seem of minor importance)
that cause stress, such as waiting times in hospitals.
Individuals must also be viewed in terms of their
relation to others. Maintaining emotional ties with
loved ones while in hospital, in prison, on an oil
platform or on campus, for example, can be an
essential factor in these institutions’ success.
Decision-makers should also use quality of life as a tool
that bolsters their strategies by focusing on the simplest
and, at times, most invisible tasks. In practical terms,
quality of life provides men and women with reasons
to feel better and more respected; it speeds up their
progress and, by extension that, of society as well.
Today, the new frontier of performance is
human. Shifting our focus back to men and
women obviously has its roots in ethical
considerations. But at last ethics is joining
paths with economics–and this is the great
hope for our time.
In our dedication to improving quality of life, we are
humbled by the scope of the task and stimulated by
its importance to society. We take pride in our part in
this fundamental revolution.
Recognising the importance of the human element first
of all leads to a rethinking of how to restore balance to the
economy. The outlook for industry, IT services, banking
and insurance is less promising than for those services
where people are the primary focus. Health, well-being,
safety and collective efficiency are key words that refer
to many of tomorrow’s new careers. This new industry
obviously provides future prospects for employment
and social advancement for people who often have
limited formal qualifications. It is a tremendous driver for
individual and social progress.

Recognising the importance of human beings also
transforms business. The men and women working
for a company must be the real beneficiaries of
its success: this is without a doubt the best way
of ensuring the company’s sustainability. This
rebalancing must inspire the company’s policies,
in both the areas of diversity and inclusion. The
integration of minorities, links between generations,
equal opportunities for men and women, the
integration of disabled employees, and respect for
sexual orientation are all performance drivers. At all
levels in our company and those of our clients, we
have found that diversity helps make us stronger
and more innovative.
The same applies to employee training and
development. In making individual development a
strategic priority, the company benefits on two fronts:
it both increases its employees’ employability and
improves their overall efficiency.
More than ever, companies’ global competitiveness
depends on talent. Technological expertise and
organisational quality will continue to be major concerns
for large corporations. However, human resources are
set to become the most universal, immediate source for
driving competition in the future.
By developing policies focused on their men and
women, companies will become stronger and more
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appealing, and their performance will improve. This will
be not an outcome of their success, but a fundamental
component of it. Ultimately, global corporations will
play a central role by setting an example for how to
operate, across all regions of the world.

priorities are fighting hunger, disease and poverty.
In emerging countries, soaring double-digit growth
has given hope to millions of people as they
discover the consumer society from which they
were excluded in the 20th century.

Of course, recognising the importance of human
beings cannot be restricted to the corporate sphere
alone. It must also lead to new perspectives in
public policy by encouraging a more humanoriented economy and a new growth model. The
world is vast, and for many nations the immediate

The “new frontier” is perhaps the furthest ahead. It
is also the least equitably shared. This could lead us
to question the scope of our ambition, and reinforces
our deeply held belief that people are the cornerstone
of future growth. s

Newsflash

NEWS FLASH
Sodexo News:

◆ In fiscal 2013, Sodexo’s operating profit was up 1.7%

◆ Sodexo

◆ Sodexo

◆ Sodexo China has been named as the “2013 Top

◆ During the 2014 Chinese New Year holidays, over

◆ On February 27, 2014, thanks to its achievement

(excluding currency effects) and revenues came in at
€18.4 billion, with organic growth of 1.1%.
China invested 200,000 hours in
employee training to ensure the standardization
of service quality and foster the co-development
of the company and its people.
2,600 Sodexo on-site employees stayed on
duty to ensure the continuity of clients’ business.

China introduced Disability Employment
Project in Oct. 2013 and till now has 29 handicapped
employees working at Sodexo sites in East China.
50 Companies in the Food Logistics Industry
of China” by the Food Logistics Association of
China National Food Industry Association.
of 2,000 Zero-accident Days record, Sodexo
DuPont site won the Distinguished Service
Award from the client.

Key Indicators

◆ Human Resources

The minimum salary of Shenzhen was increased
to 1,808 RMB, from Feb. 2014.
The minimum salary of Beijing is to be adjusted
from 1,400 RMB to 1,560 RMB, effective
from Apr. 2014.

EDITORIAL BOARD CONTACTS: Lina LEE
+86 10 5924 0532

◆ Consumer Price Index

+2.4% year-on-year growth in March, 2014

◆ Food Cost

+4.1% year-on-year growth in March, 2014
(vegetable +12.9%, poultry -1.8%, fruit +17.3%,
aquatic product +7.7%, grain +2.7%)

Communication, Sodexo Greater China
Na.LEE@sodexo.com

To learn more about Sodexo Facility Management Services, please contact your Sodexo Facility Manager or
Sodexo Business Development Team, or visit the company website: www.sodexo.com
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Comprehensive On-site Services in China

Food Services
VIP Room Services
Staff Restaurant
Event Catering

Café Lounge
Retail Kiosk

Lifestyle Services
Wellness
Convenience

Business Support Services
Administrative Support
Infrastructure Support

Engineering Services
Building Operation and Maintenance
Asset Lifecycle Management
Energy Management

Lab Services
General Daily Laboratory Services
Laboratory Instrument Services

Technical Laboratory Services
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