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Beloved in perhaps every household across the                
generations, Nestlé needs no introduction. Founded in 
1866 by Henri Nestlé, it is now the world's largest food & 
beverage (F&B) company that aspires to unlock the 
power of food to enhance quality of life for everyone, 
today and for generations to come. But its impact goes 
beyond enriching our kitchen counters and nutrition. 
Around the world, Nestlé touches the lives of billions of 
people daily - the farmers who grow the ingredients, 
the consumers, and the surrounding communities.

A leader in the F&B industry, Nestlé is thus in a unique 
position to create wide and lasting impact in society. 
Perhaps this is what drives its approach in Creating 
Shared Value in three core areas of:

In line with these core focus, Nestlé has made strides in 
Creating Shared Value (CSV) in areas of nutrition, rural 
and people development, and the environment. CSV is 
an integral part of its business strategy and the way 
Nestlé connects with society across the value chain, 
creating sustainable benefits for all.

To bridge this gap, Nestlé sees an opportunity to            
uplift the livelihoods of farmers, as well as to utilise 
responsibly-sourced raw ingredients in its products. 
Therefore, rural development is key in its CSV initiatives, 
through farmer-centric programmes in improving 
productivity and yields that boosts income                          
opportunities. In the long term, these e�orts contribute 
to a more sustainable supply chain and brighter future 
for its stakeholders.

In developing rural communities, Nestlé has inspired 
many with initiatives such as Farmer Connect – a long 
term CSV programme that goes beyond sheer             
philanthropy. Farmer Connect programme focuses on 
sourcing raw materials directly from farmers through 
contract farming initiatives. Since its introduction, 
Farmer Connect has given birth to the now iconic 
Nestlé Chilli Club, Nestlé Paddy Club and more recently, 
Nescafé Grown Respectfully.

But for Nestlé, it is more than merely a transactional 
relationship. The initiative also empowers the farming 
community by providing training, technological 
support, hands-on assistance, and technical know-how 
to contract farmers. This is aimed to improve                      
agricultural expertise so farmers can increase                  
productivity, reduce farm costs, minimise                              
environmental impact and adopt better safety             
measures. At higher level, Nestlé also works with local 
stakeholders to improve industry capacity.

Today, Nestlé recognises that food security is more 
important than ever. The world’s population continues 
to grow and quite simply, we need more food to sustain. 
At the same time, agriculture remains a huge part              
of the economy, such as in Malaysia. Many rural              
communities rely on farming as their main source of 
income. However, these questions arise - are local 
farmers taking home enough income to support their 
families? Do they have access to upgrading their skills 
and expertise?

Exploring Best Practices of
Contract Farming in Malaysia’s Chilli and Paddy Agriculture

Enabling healthier and happier lives 
for individuals and families

Developing thriving and resilient 
communities

Stewarding the planet’s natural 
resources for future generations
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The Nestlé Chilli Club (NCC) is a contract farming model 
that supports local farmers who are contracted to 
supply fresh chillies for MAGGI Chilli Sauces. Working 
closely with Agricultural Services Department and the 
Farmers’ Association Board, it was first introduced to 
the local farmers in Kelantan in 1995. For over 25 years 
since its establishment, NCC has since reached other 
parts of the country, namely Dungun, Terengganu and 
Kuala Langat, Selangor.

Sharing her journey, Mek Zaini, a local farmer in 
Kelantan says, “I am grateful to the Nestlé Chilli 
Club for teaching us many new techniques. We 
were taught to pluck the best chillies. We learned 
planting techniques to ensure that the soil is 
fertile and yield top quality chillies, so that only 
the best produce goes into MAGGI Chilli Sauce.”

Until today, the program has lasted for more than 25 
years (and counting)! The NCC creates a lasting impact 
for its stakeholders by promoting a second generation 
of farmers.

In line with digital transformation in agriculture, Nestlé 
also appoints Agricultural Services professionals to 
equip farmers in leveraging technology to produce the 
highest possible yield, at par with global standards. In 
particular for Farmer Connect initiatives, Nestlé shares 
best practices with local farmers through the                      
Sustainable Agricultural Initiative (SAIN) toolkit,               
specifically designed to train and assist farmers for 
better crop quality and yield.

The agriculture sector, while necessary, still contributes 
to a large carbon footprint globally. Recognising this, 
Nestlé proactively looks into a more eco-friendly, 
sustainable alternative to be integrated into the NCC 
programme. As a result, the programme introduces live 
mulch to replace plastic mulch in planting practices.

As a step further to minimise environment impact, 
Nestlé uses paddy straws as mulch, which prevents 
weeds and maintains soil moisture. As natural                    
alternative, paddy straws decompose after six months, 
after which they will organically fertilise the soil for 
better absorption of nutrients by the plant.

When applied, agriculture practices such as this 
enables contract farmers to high-quality crops in an 
environmentally conscious manner, thus contributing to 
the sustainability of Nestlé’s supply chain. Meanwhile 
for the farmers, better crops and yield would mean a 
great improvement to their livelihoods – enhancing 
one’s upward social mobility for generations to come. 
As of year 2020, the NCC programme has impacted the 
lives of 60 farmers in over 32 hectares of land.

Pak Noh, now a retired farmer in Kelantan, has 
been part of the NCC for over 14 years. Through 
NCC, Pak Noh has improved his income and over 
the years managed to build a home for his 
family. But this transformation of life would later 
lead to new opportunities even for the next 
generation. Equipped with better financial 
resources, Pak Noh was able to a�ord tertiary 
education for his son. Today, his son, Amir, has 
taken over the chilli farm from his father and 
continues to supply fresh chillies for Nestlé 
Malaysia.

As for Nestlé, contract farming initiatives such as NCC 
provides a business advantage that benefits its 
customers and consumers. When chillies are locally 
sourced from NCC, the raw material will be supplied at 
a specified quality and foreseeable price. In addition, 
reliance on local farmers gives more stability of the 
supply.

When live mulch is used, the plant’s roots absorb                
nitrogen that provides nutrition to the plant and the 
soil. As a bonus, farmers can grow live mulch as a 
secondary crop before the chilli harvesting season, an 
extra boost to their income. These live mulches include 
groundnuts and Bambara nuts, crops that could be 
sold profitably at local markets.

To bridge this gap, Nestlé sees an opportunity to            
uplift the livelihoods of farmers, as well as to utilise 
responsibly-sourced raw ingredients in its products. 
Therefore, rural development is key in its CSV initiatives, 
through farmer-centric programmes in improving 
productivity and yields that boosts income                          
opportunities. In the long term, these e�orts contribute 
to a more sustainable supply chain and brighter future 
for its stakeholders.

But for Nestlé, it is more than merely a transactional 
relationship. The initiative also empowers the farming 
community by providing training, technological 
support, hands-on assistance, and technical know-how 
to contract farmers. This is aimed to improve                      
agricultural expertise so farmers can increase                  
productivity, reduce farm costs, minimise                              
environmental impact and adopt better safety             
measures. At higher level, Nestlé also works with local 
stakeholders to improve industry capacity.

How it works:
Best Practices in Nestlé 
Chilli Club (NCC)



Nestlé Malaysia is the regional manufacturer for infant cereals, the key ingredient of which is 
rice. As part of the global brand’s commitment, Nestlé utilises high-quality raw ingredients for 
their products. This has enabled Nestlé to maintain its position as a market leader and trusted 
manufacturer of infant cereals, not only in Malaysia but in the region.

Making all this possible, the Nestlé Paddy Club (NPC), established in 2012 is a contract farming model that supports local 
farmers in Kedah who are contracted to supply the best rice for Nestlé’s products. At its core, NPC aims to increase the 
income of rice farmers and elevate their livelihoods.

Through the NPC, Nestlé facilitates knowledge transfer to farmers through Good Agricultural Practices in paddy farming. 
This is to promote higher-yielding, high-quality crops that are at par with Nestlé’s global standards. To further equip the 
farmers, they are also trained by Nestlé in implementing Semi-Aerobic Rice Intensification or SARI, a method pioneered 
in 2010 by Nestlé Malaysia. An innovative and sustainable practice to paddy-farming, this approach reduces the                  
irrigation water by 30% to 40% compared to conventional techniques.

Simultaneously, it results in lower methane emissions, a greenhouse gas that is considered highly potent and among the 
contributors of global warming. In conventional paddy cultivation, the ground matter remains submerged, blocking any 
oxygen from reaching into the ground. Methane is produced by microbes underwater as they help to decay any organic 
material in anaerobic condition. But with the SARI method, water will be drained out from the paddy field on the 50th 
day after planting, thus e�ectively reducing the methane emissions.

At the same time, chemical-filled pesticides are also 
reduced as NPC farmers are provided with eco- friendly 
supplements to further increase their yields.

For the Nestlé brand, NPC gives them access to a 
responsibly-sourced, long-term supply from local          
farmers. While sourcing rice locally reduces cost, this 
also guarantees a continuous supply of stable- priced, 
reliable, safe, and traceable rice. Rice harvested will be 
used by Nestlé to manufacture their infant cereals. For 
the end consumers, the sustainable supply model 
ensures safe-to-consume and high-quality products 

from Nestlé.

On a larger scale, NPC is among the driving forces in 
changing the face of Malaysia’s paddy industry.               
The social impact of NPC has the power to change 
generational lives among the rural community. Through 
the NPC initiative, farmers have the opportunity to 
increase their income and improve their quality of life. 
In 2019, Nestlé has helped 250 farmers achieve an 
average yield of 5.23 MT/ha across 690 hectares of 
field for the January and February growing season. 
Later in the year for the August and September season, 
Nestlé has worked with 235 farmers to achieve an        
average yield of 5.5 MT/ha across 654 hectares of 

fields.

How it works:
Best Practices in 
Nestlé Paddy Club (NPC) 



Over the years, contract farming has proven to provide value to society and Nestlé’. Primarily, it contributes to the                 
alleviation from poverty by integrating farmers into the supply chain. At the same time, the nature of contract farming 
protects the farmers’ livelihoods in which the sell-back price is not impacted by the open market price. To ensure less 
reliance on imports, the high-volume demand of chillies and paddy would secure a need for contract farming in the long 
foreseeable future. This is how NPC and NCC provide new, sustainable income opportunities for poor farmers in the local 
community.

Nestlé Malaysia CEO Juan Aranols highlights that Nestlé has continuously been working to improve its local supply of 
agricultural raw materials. “It is a very e�cient way of meeting our own quality requirements and doing it with local 
supply. This provides better flexibility and ensures our value chain is less dependent on external factors,” he 
explains.

This creates an opportunity to introduce drone                
technology and further promotes the use of                         
environmentally friendly bio alternatives that reduces 
toxic green-house gas emission. Traditionally, farmers 
have assumed that fertilisers and pesticides are the 
answer to a robust yield, whereby this mainstream 
belief is not always accurate. Therefore, this temporary 
service and biocide field trials allows NPC to provide the 
farmers guidance and recommendation on organic 
alternatives that reduce harm to the environment. This 
‘tester’ also gives more confidence for older, more      
traditional farmers who naturally are reluctant in 
adapting to technological innovations.

For Nestlé, the future would also entail technological 
integration in contract farming to improve productivity. 
However, balance is key. Technology must be applied 
strategically otherwise the return of investment would 
not see the light of day. The cost can be expensive and 
so in considering technology, contract farmers must 
also balance this perspective with the basics of farming 
to ensure they are truly beneficial for the produce. At 
this juncture, balancing technology and traditional 
best practices may even yield better results.

As long as raw materials are needed, contract farming 
will always be relevant to the value chain at large. NCC 
and NPC welcomes more contract farmers to be under 
their wing. In this sustainable relationship, Nestlé helps 
farmers ascertain the growth rate of the produce and 
provides support and guidance when it comes to pest 
and disease.

“This is how Nestle can bring elements that bring a 
competitive edge to our products, but also doing it 
in a way that brings value to society. This is part of 
our values of making a positive impact in the areas 
we operate. We embark on these activities because 

it adds value and gives new legs in keeping the 
brands relevant,” Aranols says.

But in getting started, contract farmers must have the 
right mindset and attitude. This is to ensure they are 
prepared to honour farming contracts despite of future 
market price, as both parties are mutually committed 
in providing value to one another. Regardless of the 
modest profit margin, contract farming is a consistent 
and stable income source for farmers.

As rice and chili are considered household commodities, 
Nestlé has not seen any significant changes in the 
supply and demand chain as Covid-19 a�ects other 
sectors. In the area of contract farming, the supply from 
local farmers has not been interrupted and the produce 
from the farm had no problems reaching processing 
facilities.

Interestingly, the new normal of physical-distancing         
has unexpectedly gave way to opportunities in              
technological advancement. Typically, in every crop 
season, the NPC program would normally gather             
with the farmers to conduct training and distribute 
agricultural ‘input’ in the form of environmentally 
friendly microbes and trace elements. But as the 
pandemic swept the nation, measures like the                     
Movement Control Order (MCO) have made this           
gathering impossible.

Thus, during the pandemic, NPC program o�ers this in 
a form of a service for the farmers instead, whereby the 
agricultural input is sprayed by drones. Here, the 
appointed technician would visit the individual farmers, 
therefore removing the need for the farmers to               
assemble in one place.

Contract Farming
elevates lives beyond the ‘now’


