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Jean SpenceJean Spence
Executive Vice President Executive Vice President –– Global Technology & QualityGlobal Technology & Quality
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Global R&D InvestmentGlobal R&D InvestmentGlobal R&D Investment

2,100+ scientists and engineers2,100+ scientists and engineers
–– 36 countries36 countries
–– 441 universities represented441 universities represented
–– 96 disciplines (degrees)96 disciplines (degrees)

Significant food patent estateSignificant food patent estate
–– 2,100 worldwide2,100 worldwide
–– 1,100 in U.S. (largest in industry)1,100 in U.S. (largest in industry)

R&D spending of $388 MM (2004)R&D spending of $388 MM (2004)
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Well PositionedWell Positioned

Watch OutWatch Out

Significant IssueSignificant Issue

Significant AdvantageSignificant Advantage

Build Superior Consumer Brand ValueBuild Superior Consumer Brand ValueBuild Superior Consumer Brand Value

Technology ImpactTechnology ImpactTechnology Impact

GlobalGlobal
PortfolioPortfolio

As OfAs Of
ConsumerConsumer
SpendingSpending

NetNet
BrandBrand
Value Value PricePrice

BrandBrand
ImageImage

PackagePackage
QualityQuality

ProductProduct
Quality Quality 

BenefitsBenefits
NewNew

ProductsProducts AvailabilityAvailability

Y/E 2004Y/E 2004

Y/E 2003Y/E 2003

Source: Internal AssessmentSource: Internal Assessment
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Innovation ModelInnovation ModelInnovation Model

Enabling Enabling 
TechnologiesTechnologies

++
Consumer Consumer 

Needs/InsightsNeeds/Insights

Superior Superior 
MarketingMarketing++

Sustainable Sustainable 
GrowthGrowth

Growth Growth 
PlatformsPlatforms
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Increased Impact Of TechnologyIncreased Impact Of TechnologyIncreased Impact Of Technology

Improved Focus Improved Focus 
–– Category ExpertiseCategory Expertise
–– Dedicated ResourcesDedicated Resources

Enhanced Scale LeverageEnhanced Scale Leverage

Faster Speed To MarketFaster Speed To Market
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Global Core Category Centers Of ExpertiseGlobal Core Category Centers Of ExpertiseGlobal Core Category Centers Of Expertise

Focused R&D InfrastructureFocused R&D InfrastructureFocused R&D Infrastructure

BiscuitsBiscuits

Cheese & DairyCheese & Dairy

Coffee Coffee 

Specialty Refreshment Specialty Refreshment 
BeveragesBeverages
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CerealCereal

ChocolateChocolate

Convenient Meals Convenient Meals 

MeatMeat

Regional DevelopmentRegional Development

Focused R&D InfrastructureFocused R&D InfrastructureFocused R&D Infrastructure

Regional Core Category Centers Of ExpertiseRegional Core Category Centers Of ExpertiseRegional Core Category Centers Of Expertise
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Category Technology ExpertiseCategory Technology ExpertiseCategory Technology Expertise

SustainingSustaining

Foundation TechnologiesFoundation Technologies

CoffeeCoffee DairyDairy
Specialty Specialty 

Refreshment Refreshment 
BeveragesBeverages

BiscuitBiscuit RegionalRegional
CoresCores
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Category Technology ExpertiseCategory Technology ExpertiseCategory Technology Expertise

LeadingLeading Enabling Enabling 
TechnologiesTechnologies

SustainingSustaining

Foundation TechnologiesFoundation Technologies

CoffeeCoffee DairyDairy
Specialty Specialty 

Refreshment Refreshment 
BeveragesBeverages

BiscuitBiscuit RegionalRegional
CoresCores
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Category Technology ExpertiseCategory Technology ExpertiseCategory Technology Expertise

Next Next 
GenerationGeneration

PioneeringPioneering

LeadingLeading

SustainingSustaining

Foundation TechnologiesFoundation Technologies

CoffeeCoffee DairyDairy
Specialty Specialty 

Refreshment Refreshment 
BeveragesBeverages

BiscuitBiscuit RegionalRegional
CoresCores

Enabling Enabling 
TechnologiesTechnologies
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Category Technology ExpertiseCategory Technology ExpertiseCategory Technology Expertise

Next Next 
GenerationGeneration

PioneeringPioneering

LeadingLeading

SustainingSustaining

Increased Increased 
Competitive Competitive 
Advantage Advantage 

Foundation TechnologiesFoundation Technologies

CoffeeCoffee DairyDairy
Specialty Specialty 

Refreshment Refreshment 
BeveragesBeverages

BiscuitBiscuit RegionalRegional
CoresCores

Enabling Enabling 
TechnologiesTechnologies
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Flavor Flavor 
CreationCreation

Next Next 
GenerationGeneration

Enabling Enabling 
TechnologiesTechnologies

Dairy Technology ExpertiseDairy Technology ExpertiseDairy Technology Expertise

Milk Milk 
SeparationSeparation

Component Component 
OptimizationOptimization

FoundationFoundation
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Flavor CreationFlavor CreationFlavor Creation

Dairy Foundation TechnologiesDairy Foundation TechnologiesDairy Foundation Technologies

Proprietary:Proprietary:
-- Flavor creationFlavor creation
-- FormulaFormula
-- ProcessesProcesses

Strong consumer Strong consumer 
preference preference –– 67% say 67% say 
Philadelphia “makes a Philadelphia “makes a 
better cheesecake” better cheesecake” 
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Dairy Technology ExpertiseDairy Technology ExpertiseDairy Technology Expertise

Flavor Flavor 
CreationCreation

Next Next 
GenerationGeneration

Accelerated Accelerated 
Flavor Flavor 

DevelopmentDevelopment

Milk Milk 
SeparationSeparation

Component Component 
OptimizationOptimization

Novel Dairy Novel Dairy 
IngredientsIngredients

Modified Modified 
ProteinsProteins

Key EnablingKey Enabling
TechnologiesTechnologies

FoundationFoundation
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Accelerated Flavor DevelopmentAccelerated Flavor DevelopmentAccelerated Flavor Development

Dairy Enabling TechnologiesDairy Enabling TechnologiesDairy Enabling Technologies

Patented fermentation Patented fermentation 
processprocess
Proprietary flavor Proprietary flavor 
ingredientsingredients
Proprietary flavor & Proprietary flavor & 
aroma chemistryaroma chemistry
Significant Velveeta Significant Velveeta 
consumer preference consumer preference 
vs. Private Label (67% vs. Private Label (67% 
blind)blind)
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Dairy Technology ExpertiseDairy Technology ExpertiseDairy Technology Expertise

Flavor Flavor 
CreationCreation

Next Next 
GenerationGeneration

Accelerated Accelerated 
Flavor Flavor 

DevelopmentDevelopment

Milk Milk 
SeparationSeparation

Component Component 
OptimizationOptimization

Novel Dairy Novel Dairy 
IngredientsIngredients

Modified Modified 
ProteinsProteins

Key EnablingKey Enabling
TechnologiesTechnologies

FoundationFoundation

PioneeringPioneering
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Applications Applications 

Improved BetterImproved Better--ForFor--
You ProductsYou Products
–– FlavorFlavor
–– NutritionNutrition

Lower cost structure     Lower cost structure     
(Developing Markets)(Developing Markets)

Emerging ScienceEmerging Science

Flavor fractionation / Flavor fractionation / 
potentiationpotentiation

Highly functional Highly functional 
ingredientsingredients
–– IsolationIsolation
–– ModificationModification

Dairy Next Generation TechnologiesDairy Next Generation TechnologiesDairy Next Generation Technologies
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Increased Impact Of TechnologyIncreased Impact Of TechnologyIncreased Impact Of Technology

Improved Focus Improved Focus 
–– Category ExpertiseCategory Expertise
–– Dedicated ResourcesDedicated Resources

Enhanced Scale LeverageEnhanced Scale Leverage

Faster Speed To MarketFaster Speed To Market
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Technology Scale LeverageTechnology Scale LeverageTechnology Scale Leverage

MultipleMultiple

SingleSingle

SingleSingle

TechnologiesTechnologiesTechnologies

CategoriesCategoriesCategories

MultipleMultiple
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Technology Scale LeverageTechnology Scale LeverageTechnology Scale Leverage

MultipleMultiple

SingleSingle

SingleSingle

TechnologiesTechnologiesTechnologies

CategoriesCategoriesCategories

MultipleMultiple
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Technology Scale LeverageTechnology Scale LeverageTechnology Scale Leverage

MultipleMultiple

SingleSingle

SingleSingle

TechnologiesTechnologiesTechnologies

CategoriesCategoriesCategories

MultipleMultiple
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Enabling TechnologiesEnabling TechnologiesEnabling Technologies

1.1. DairyDairy

2.2. Grains & BakingGrains & Baking

3.3. HealthHealth--Promoting IngredientsPromoting Ingredients

4.4. Preservation & Food SafetyPreservation & Food Safety

5.5. Functional PackagingFunctional Packaging
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2. Grains & Baking2. Grains & Baking2. Grains & Baking

Proprietary formulationProprietary formulation
–– Browns in microwaveBrowns in microwave
–– Crispy crustCrispy crust
–– Aroma releaseAroma release

Patented Patented susceptorsusceptor
designdesign

Extendable to other Extendable to other 
categoriescategories

Microwave Bread / DoughMicrowave Bread / DoughMicrowave Bread / Dough
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3. Health-Promoting Ingredients3. Health3. Health--Promoting IngredientsPromoting Ingredients

Exclusive rights to Exclusive rights to 
proprietary, low trans proprietary, low trans ––
fatty acid oilfatty acid oil

Superior product stability Superior product stability 
over shelfover shelf--lifelife

Improved flavorImproved flavor

Wheat Thins Q1 ’05 Wheat Thins Q1 ’05 
revenues up doublerevenues up double--digitsdigits

Extendable across multiple Extendable across multiple 
categoriescategories

Healthy OilsHealthy OilsHealthy Oils
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Patented ingredientsPatented ingredients
–– Sodium LactateSodium Lactate
–– Sodium Sodium DiacetateDiacetate

Licensing technology Licensing technology 
to processed meat to processed meat 
industryindustry
Improved category Improved category 
safetysafety

4. Preservation & Food Safety4. Preservation & Food Safety4. Preservation & Food Safety

Anti-MicrobialsAntiAnti--MicrobialsMicrobials
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Addresses consumer Addresses consumer 
desire for “Freshness”desire for “Freshness”
–– Cleaner flavorsCleaner flavors
–– Crisper texturesCrisper textures

Improved nutritionImproved nutrition

New ProcessesNew Processes

New IngredientsNew Ingredients

Potential BenefitsPotential Benefits

4. Preservation & Food Safety4. Preservation & Food Safety4. Preservation & Food Safety

Next GenerationNext GenerationNext Generation



27

5. Functional Packaging5. Functional Packaging5. Functional Packaging

Adhesives / ResealAdhesives / ResealAdhesives / Reseal

ResealabilityResealability the #1 the #1 
consumer suggestion consumer suggestion 
on biscuitson biscuits
Patented EZO/reseal Patented EZO/reseal 
technologytechnology
Additional patents filedAdditional patents filed
70% of consumers say 70% of consumers say 
they “definitely would they “definitely would 
buy” (vs. 51% for buy” (vs. 51% for 
current package)current package)
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5. Functional Packaging5. Functional Packaging5. Functional Packaging

Design and Closure TechnologyDesign and Closure TechnologyDesign and Closure Technology

Multiple design and utility Multiple design and utility 
patentspatents
Improved convenience and Improved convenience and 
refrigerator storagerefrigerator storage
Exclusive category access Exclusive category access 
to patented manufacturing to patented manufacturing 
processprocess
Purchase interest Purchase interest 
significantly higher than significantly higher than 
glass packageglass package
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Technology Scale LeverageTechnology Scale LeverageTechnology Scale Leverage

MultipleMultiple

SingleSingle

SingleSingle

TechnologiesTechnologiesTechnologies

CategoriesCategoriesCategories

MultipleMultiple
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Multi-Technology ScaleMultiMulti--Technology ScaleTechnology Scale

$1B global milk modified $1B global milk modified 
beverages categorybeverages category

Integration of technologiesIntegration of technologies
–– HealthHealth--promoting promoting 

ingredients & fortificationingredients & fortification
–– Dairy expertiseDairy expertise
–– Flavor expertiseFlavor expertise

Margin contribution per lb. Margin contribution per lb. 
40% higher than base Tang40% higher than base Tang

Powdered Beverage FortificationPowdered Beverage FortificationPowdered Beverage Fortification
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Multi-Technology ScaleMultiMulti--Technology ScaleTechnology Scale

Integration of technologiesIntegration of technologies
–– Functional packagingFunctional packaging
–– Dairy technologiesDairy technologies
–– Flavor expertiseFlavor expertise

>20 patent applications >20 patent applications 
filed in multiple countriesfiled in multiple countries

Tassimo On-Demand Hot BeveragesTassimo OnTassimo On--Demand Hot BeveragesDemand Hot Beverages
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Multi-Technology ScaleMultiMulti--Technology ScaleTechnology Scale

Instant CoffeeInstant Coffee 1.01.0
Filter CoffeeFilter Coffee 1.3x1.3x
MixesMixes 2.7x2.7x
OnOn--Demand PodsDemand Pods 3.3x3.3x
TassimoTassimo 6.3x6.3x
Away From HomeAway From Home > 25x> 25x

France Avg. Price / CupFrance Avg. Price / Cup
(Index Vs. Instant Coffee)(Index Vs. Instant Coffee)

Coffee Category TransformationCoffee Category TransformationCoffee Category Transformation
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Technology Scale LeverageTechnology Scale LeverageTechnology Scale Leverage

MultipleMultiple

SingleSingle

SingleSingle

TechnologiesTechnologiesTechnologies

CategoriesCategoriesCategories

MultipleMultiple
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Multi-Category ScaleMultiMulti--Category ScaleCategory Scale

Scale entry into $20B+ Scale entry into $20B+ 
weight management weight management 
foods categoryfoods category

Leverages:Leverages:
–– HealthHealth--promoting promoting 

ingredientsingredients
–– Grains and bakingGrains and baking
–– Functional packagingFunctional packaging

South Beach Diet Product LineSouth Beach Diet Product LineSouth Beach Diet Product Line
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CategoriesCategoriesCategories

Technology Scale LeverageTechnology Scale LeverageTechnology Scale Leverage

MultipleMultipleSingleSingle

TechnologiesTechnologiesTechnologies

SingleSingle

MultipleMultiple



36

Increased Impact Of TechnologyIncreased Impact Of TechnologyIncreased Impact Of Technology

Improved Focus Improved Focus 
–– Category ExpertiseCategory Expertise
–– Dedicated ResourcesDedicated Resources

Enhanced Scale LeverageEnhanced Scale Leverage

Faster Speed To MarketFaster Speed To Market
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Faster Speed To MarketFaster Speed To MarketFaster Speed To Market

Back to Nature Acquisition – September ‘03Back to Nature Acquisition Back to Nature Acquisition –– September ‘03September ‘03
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Expanded into 7 new Expanded into 7 new 
categories in 8 monthscategories in 8 months

Leveraged existing Leveraged existing 
category technologies category technologies 
and expertiseand expertise

Achieved with less than Achieved with less than 
$1 million in capital$1 million in capital

Back to NatureBack to NatureBack to Nature

Product Line ExpansionProduct Line ExpansionProduct Line Expansion
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Faster Speed Through ScaleFaster Speed Through ScaleFaster Speed Through Scale

Global Brewer Global Brewer 
TT--Disc Disc 

DevelopmentDevelopment

Global Brewer Global Brewer 
and Product and Product 

MenuMenu

Glenview,Glenview,
IllinoisIllinois

Milk Milk 
DevelopmentDevelopment

Global Dairy Global Dairy 
ComponentComponent

Tarrytown, Tarrytown, 
New YorkNew York

N.A. Product N.A. Product 
DevelopmentDevelopment

U.S. / Canada U.S. / Canada 
ApplicationApplication

Tassimo DevelopmentTassimo DevelopmentTassimo Development

BanburyBanbury,,
U.K.U.K.
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Tassimo Expansion In 2005Tassimo Expansion In 2005Tassimo Expansion In 2005

U.K., Switzerland, U.S. & GermanyU.K., Switzerland, U.S. & GermanyU.K., Switzerland, U.S. & Germany



41

Faster Speed Through AlliancesFaster Speed Through AlliancesFaster Speed Through Alliances

Ideation AlliancesIdeation Alliances
–– Consortium For Corporate EntrepreneurshipConsortium For Corporate Entrepreneurship
–– NineSigmaNineSigma
–– Kitchen of the FutureKitchen of the Future

Research AlliancesResearch Alliances
–– Nanotechnology ConsortiaNanotechnology Consortia
–– SenomyxSenomyx / / MonellMonell

Development OutsourcingDevelopment Outsourcing

Supplier Production of Kraft patented Supplier Production of Kraft patented 
ingredientsingredients
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Kraft R&D Is ChangingKraft R&D Is ChangingKraft R&D Is Changing

Improved FocusImproved Focus
Fewer, bigger & more Fewer, bigger & more 
incremental new productsincremental new products

Extensive project lists with Extensive project lists with 
lower impactlower impact

ToToFromFrom
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Kraft R&D Is ChangingKraft R&D Is ChangingKraft R&D Is Changing

Improved FocusImproved Focus
Fewer, bigger & more Fewer, bigger & more 
incremental new productsincremental new products

Extensive project lists with Extensive project lists with 
lower impactlower impact

Enhanced Scale LeverageEnhanced Scale Leverage
Global teams optimizing Global teams optimizing 
global resources & global resources & 
leveraging technology/ leveraging technology/ 
growth platformsgrowth platforms

Category Councils optimizing Category Councils optimizing 
local resourceslocal resources

ToToFromFrom



44

Kraft R&D Is ChangingKraft R&D Is ChangingKraft R&D Is Changing

Improved Focus Improved Focus 
Fewer, bigger & more Fewer, bigger & more 
incremental new productsincremental new products

Extensive project lists with Extensive project lists with 
lower impactlower impact

Enhanced Scale LeverageEnhanced Scale Leverage
Global teams optimizing Global teams optimizing 
global resources & global resources & 
leveraging technology/ leveraging technology/ 
growth platformsgrowth platforms

Category Councils optimizing Category Councils optimizing 
local resourceslocal resources

Faster Speed To MarketFaster Speed To Market
Flexible processes Flexible processes 
enabling quicker enabling quicker 
development & decisionsdevelopment & decisions

Inflexible processes & long Inflexible processes & long 
time to markettime to market

ToToFromFrom
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Innovation ModelInnovation ModelInnovation Model

Enabling Enabling 
TechnologiesTechnologies

++
Consumer Consumer 

Needs/InsightsNeeds/Insights

Superior Superior 
MarketingMarketing++

Sustainable Sustainable 
GrowthGrowth

Growth Growth 
PlatformsPlatforms
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Innovation DaysInnovation DaysInnovation Days

Technology and IdeationTechnology and IdeationTechnology and Ideation
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Innovation Day ResultInnovation Day ResultInnovation Day Result
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Kraft Kitchens Innovation CenterKraft Kitchens Innovation CenterKraft Kitchens Innovation Center

Kitchen of the FutureKitchen of the FutureKitchen of the Future
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Kitchen Of The FutureKitchen Of The FutureKitchen Of The Future

Innovation incubatorInnovation incubator

Observation of consumer interaction with future Observation of consumer interaction with future 
technologiestechnologies

Technology / appliance / design expert partnershipsTechnology / appliance / design expert partnerships
–– AccentureAccenture
–– GHK DesignGHK Design
–– IBMIBM
–– Appliance manufacturersAppliance manufacturers

Kraft growth opportunitiesKraft growth opportunities
–– Products for emerging appliance/cooking optionsProducts for emerging appliance/cooking options
–– Simpler meal preparationSimpler meal preparation
–– Personalized nutritional guidancePersonalized nutritional guidance



Show Kitchen of the 
Future video clip

Video In Progress
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Q&A SessionQ&A Session
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