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Market Focus: Developed “Western” Countries
or Nearby Emerging Customers?

It's simple — abandon pushy, drowning-in-debt
America, dopey, slow Europe and maudling,
iIntroverted Japan and focus on vibrant, fast
growing emerging countries that are closer at
hand and are our future markets! What can we
sell them? Just about anything that we like they'll
learn to like — trust me, I'm a Doctor!

Imperial College
London
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The Economist Food Commodity Price Index
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Weight of food items in the inflation basket (%)
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What Sort of Food Industry Future?

« 2007/8/10/11 food price inflationary period a blip
(like 1973/74) — recession retreats and business
as usual by 2012 (i.e. low/stable prices)

* Medium term: increasing volatility in raw material
supply. Risk management skills at premium

* New era with focus shifting (back) to national
food security, more local, greater emphasis on
climate change. “Green” issues go mainstream
(e.g. reducing GHG/water). High tech. and
traditional practices co-exist (code for GM)

« “We're buggered!”. Malthusian worst case
scenario, with social chaos, national hoarding

Imperial College
London



World Population: Who's Going Up and Who’s
Going Down?

2010 2030 2050

- billion-
World 6.9 8.2 9.0
Africa 1.0 1.5 2.0
Asia 4.1 4.8 5.1
Europe 0.7 0.7 0.7
LAC* 0.6 0.7 0.8
North America 0.3 0.4 0.5
Oceania 0.04 0.04 0.05

Latin America & Imperial College

Source: UN (population scenario planning) London



Developed Countries: fewer young compared to
elderly

Population by Age and Sex, Developed Countries: 2009
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Source: United Nations Population Division, World Population Prospects, The 2008 Revision.



Developing Countries: far more young relative to
elderly

Population by Age and Sex, Developing Countries: 2009
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Proportion of Total Meat Consumption by
Major Species, Selected Countries, 2009

per capita
Australia - IS 118 kg
Phillipines I 95 kg
China = 81 kg
South Korea I 105 kg
Japan I 108 kg
Taiwan I 120 kg
EU-27 S s 102 kg
% of total 0 20 40 60 80 100

Fish ®mPork mChicken Beef & Lamb

Source: UN FAO database & various Fisheries Departments Imperial College

London
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Main Ways of Cooking Beef: Malaysian Middle
Class Families, 2010

Percent
* Fried 64
* Soup 62
 Red/Green curry 60
* Roasted 33
* Boliled 23
* With soy sauce 20

 Rendang (festive spicy stew) 20

Source: Chamhuri unpublished PhD thesis, 2011(Curtin)

Imperial College
London



Major Factors Influencing Malaysian Shoppers’
Decisions to Purchase Beef

* 1. Confidence in Halal Process (production and
slaughter) — shoppers trust in the retailer

« 2. Smell, cleanliness and colour of the meat and
cleanliness/friendliness of retail environment

» 3. Competitive price and value for money

* 4. Confidence in the beef production process —
e.g. free of chemicals/antibiotics/GP’s

Source: Chamhuri, unpublished PhD thesis, 2011 (Curtin)

Imperial College
London



Major Factors Influencing Malaysian Shoppers’
Decisions to Purchase Apples

* 1. Product integrity/safety - freedom from
pests/diseases, chemical residues

« 2. Appearance and taste - particularly colour and
Size

« 3. Affordability: price and value for money

* 4. Where produced/country of origin

Source: Chamhuri, unpublished PhD thesis, 2011, (Curtin)

Imperial College
London
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Do Beef and Lamb Deserve Their Premium
Price Position?

Do we deliver on:
- taste
- tenderness
- juiciness
- consistency of the above
- specific products for specific markets
- consumer friendliness in preparation

- social attributes (associated with production,
processing), e.g. animal welfare, environment

- what about product STORY??

Imperial College

London
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Australian Native Myrtle Honey with High Levels of Anti-
bacterial Methylglyoxal

Posted on March 2. 2011 by losaltoshoneybees

Honey sourced from an Australian native myrtle tree has been found to have the most
powerful anti-bacterial properties of any honey in the world and could be used to treat
antibiotic-resistant bacterial infections that commonly occur in hospitals and nursing

homes.

A PBrisbane-based research group found that Australian native myrtle honey has very high
levels of the anti-bacterial compound, Methylglyoxal (MGO), and outperforms all medicinal

honeys currently available on the market, including Manuka honeys.



‘Screw turns on Fonterra to come clean

By DEIDRE MUSSEN - Sunday Star Times | Sunday, 01 February 2009

Email a Friend | Prin 1ave Your Say

Calls are mounting for Fonterra to release

documents at the centre of the melamine baby milk
scandal in China, with a New Zealand legal expert
rubbishing the dairy giant's claims it could not
release the information for legal reasons.

Site of the Year 2008

People’s Cholce Netlubte Wes Awards

Monday, 02 Feb 2009



“Consumers are blissfully ignorant of the
existence of farm assurance and what it
stands for” uk rood standards Agency Survey, 2002

* SO, traceability schemes and requirements are a
waste of time and money, with most costs
carried by the primary producer?

e consumers simply expect that the food industry
has food safety “sorted”. They believe as a
matter of course that we know exactly where all
our ingredients come from. If they find out that
we don't, then, they are outraged.

Imperial College
London



{WAL-MART framework

Save money. Live better.”

Starting Poin

ENERGY WASTE PRODUCTS
To be supplied 100% by To create zero waste To sell products that sustain
renewable energy our resources &

environment

“...0ur mission of ‘saving people money so they can live better’ starts with low prices...but it doesn’t end
there. It extends to being a leader in how we take care of our world. It means that Wal-Mart and our supplier
partners must operate in a more socially and environmentally responsible way wherever we do business.”

Mike Duke, President & CEO, Wal-Mart Stores Inc
Sustainability Summit, October 22, 2008



Wal*Mart Announces Global Sustainable

Agriculture Goals, October, 2010 m

»> Support Farmers & Their Communities
> selling $1 billion in food from smaller-scale farmers
» training 1 million farmers/workers in sustainable farming practices
» increasing income of above by 10-15%
» in USA, doubling sale of locally-sourced produce
» Produce More Food with Fewer Resources + Less Waste
> over next 5 years invest $1 billion in its global fresh supply chain
» reduce food waste in stores worldwide by 10-15%
» introduce Sustainable Produce Assessment for suppliers
»> Sustainably Source Key Agriculture Products
» all Wal*Mart brand palm oil sustainably sourced by 2015

» expand existing beef sourcing practice in Brazil with zero
tolerance on deforestation

Imperial College
London
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By comparison the
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i-"n’:quired to chill
The carbion foctprint a trans.pu-rt
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Imperial College
London



Susta

nable suppliers

favoured by retailers

James Ball

= Suppliers who do
# | not sign up to re-
tailers’ sustaina-
bility agendas face the risk
of de-listing, a new report
commissioned by Coca-
Cola warns., |
The research, conducted
by Forum for the Future,
found retailers were in-

creasingly targeting supply

chain partners to improve
their green agendas.

- i

Collaboration on sustainability is imperative, says Coca-cola

The Grocer 19 September 20058 www.thegrocer.co.uk




“We are already finding that tackling
sustainability challenges provides new
opportunities for sustainable growth: it
creates preference for our brands, builds
business with our retail customers, drives
our innovation, grows our markets and in
many cases, generates cost savings.”

Paul Polman, CEO of Unilever
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5 Converging on Water: @
An Inggyative

i
L

Conservation Partnership

The Coca-Cola Company and WWF are combining our international strengths and resources to help consel
protect freshwater resources throughout the world.

.

Here is what we will do together:

* Measurably conserve seven key watersheds;

* Improve the efficiency of the Coca-Cola system's water use;

* Support more efficient water use in the Company’'s agricuttural supply chain, with an initial focus on sugarcane (beginning in 2007}, expanding to
opranges and corn (beginning in 20107);

* Decreasze the Coca-Cola system's carbon dioxide emiszsions and energy use; and

* Inspire a global movement by uniting industries, conservation ocrganizations and others in the conservation and protection of freshwater
reznirces arnund the wnrkd




Kaurahiutaleita
HAVREFLINGOR

Elovena has opted for water footprint
labelling on its oat flakes brand
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Reasons for paying more for food and drink

Thinking about food and drink that you are willing to pay more for, what are the most important reasons for doing so?

| Want To Impress My Friends

° Key Findings

As many as 1in 7 (14%)
shoppers are willing to pay
6% more for organic food
® 1in 10 are willing to pay
more for ethically produced
They Are Better For The Environment 9% gOOdS and a Similar number
(9%) for goods that are better
for the environment .

Religious Beliefs Eg Halal, Kosher
Endorsed By ABrand Or An Organisation | Like And Trust
Special Dietary Needs E.G Gluten Free

| Will Spend More On Food For My Children

7%

More Ethically Produced 10%

Organic/ Natural Ingredients 14%

I Know | Will Like Them

They Are For Special Occasions
I Can Afford Them

They Are ATreat

Healthier

They Are Better Quality

41%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%




The Future of Food and Farming:
High Level Conclusions

1. More food from less. Contain demand for meat and
dairy (code for reducing consumption in Developed
Countries). Minimise waste. Notion of “climate-friendly
diets” emerge.

2. Climate change initiatives and achieving sustainability
in global food system inextricably linked.

3. Revitalise moves to end hunger — reduce unfair
subsidies, focus on rural development

4. All food policy options open — code for embracing new
technology such as GM, nano-technology.

5. Food self-sufficiency at national level rejected but
maximise benefits of globalisation to ensure food
supply. However, trade liberalisation threatened

Imperial College

AR (Eence s'Foresight rondon, Uk, 2011 Lohdon
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ewe e Scots set to benefit from
Chilean salmon collapse

“With rising global de-
mand, Scotland has a great
i |F1F'u |1!|.:r|ih.' 0 e hirsai |-'r
aruacuttune side to raise its
game to a level never seen
befare,” added Michael
Stark, MD of Grieg Seafood
Hyaltland UK

Thie Scottish seafood in
dustry received a further
boost last week when fish-
enes secretary Richand
Lochhead launched a new
imitiative anmed at getting
Scots to eat more fish

With mew figures show-
ing falling consumption
anil Scots pating moich less

Richard Ford

Scatland's salmon Brmung
industry is st to capitalise
on global supply shortages
by increasing export sales
The LS s emerging as a
potentially lucrative mar-
ket for Scottish salmon as
Chile's industry, which tra
ditionally sends large quan-
tities to Morth Amenca, has
been hit by the salmon
anaemmia virus. The Chilean
salmon farming industry
had more or less “oollapsed
ina I:;-.||-"_»:u.'s\..ur||xln-||.

WrmETeEnt mimnialer

& GALDU
Algodlbmotvuaigatvuodald gelbbolafvuodaguovddad

Kompetansesenteret for urfolks rettigheter
Resource Centre for the Rights of Indigenous Peoples

CHILE: Norwegian Salmon Farms are Polluting
Sea

Fish farms operated in Chile and Canada by the world s largest
salmon company are breeding grounds for disease, not to mention
environmental damage and workers rights abuses, according to
activists.



Important Announcement

* From a consumer perspective and In
many markets of the world:

FARMERS (and FISHERMEN)
ARE BACK IN FASHION!

This presents us with excellent
marketing opportunities

Imperial College
Londo
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Somerfield works
closely with growers
such as Brian Adams
from Swanley, Kent,
to bring you the

very best cabbages.



Welcome to Open Farms

As part of our role as food supplier to the London 2012
Olympic Games, we're throwing open the gates to some
of the 17,500 British and Irish farms that provide us with
top-quality ingredients

cponald’s
'g'pen Farms

Join us at an Open Farm

Just fill in the application form below and if you're
successful®, we'll let you know about your nearest Open
Farms event and all the details.
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Matthieu beside his cocoa pods , ‘ rowug MOVC 2 COA

This is Matthieu Kouassi Kouskou Nestlé’s Cocoa Plan is helping i
farmers like hing by providing 12 million new, healthier trees.
These will produce twice as mawy cocoa pods as their old trees.
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Impact of Campaign RUSNZ]/5
organic

« 500,000 more households bought Yeo Valley products in the 12
weeks to December 251, 2010, than in preceding period

e Qutperformed total yoghurt market by 250%
* Viewed 2 million times on YouTube (YeoTube!)

« Sales boosted by £10 million — equivalent to 15% year-on-year
— for a campaign investment of £3 million

« Advertisement aired 7 times during the X Factor (ITV1) and 25
ITV2 slots

= - i v ﬁ::.:__:: ; {
B £ - e |
Imperial College
London
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Proprietary Technology and Demand Chain
Squeeze

Life Science Companies
Ownership of Genetic Rights

T nursery people
power growers/farmers

_ distributors
polarised  ,-n facturers etc.

get squeezed!

Major Global Food Retailers and Food Service Firms
Ownership of Information on Shopping Behaviour

Imperial College
London
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Looking Ahead in Agriculture for WA: with Trepidation
or Anticipation?!

* There is near consensus from experts that food and drink
prices will be higher in the future than in the past, but ....
- don’t underestimate farmers’ ability to rack up supply
- prices up? Yes! Straight line? No!
- watch impact of peak oil on input costs

e 3Success in emerging markets will be built on earning trust
with customers. Specifically, trust relating to:

- consistency of quality and supply
- safety, integrity and sustainability of product
* Huge importance of “Brand Australia”

* There’s no “silver bullet” products, just excellence both in
understanding customer wants and in supply chain
management

Imperial College
London



CONTACT POINTS:
e-mail

profdavidhughes@aol.com

telephone numbers

office +44(0)1600 715957
fax +44(0)1600 712544
mobile +44(0)7798 558276

Check my latest podcast at www.profdavidhughes.com


http://www.profdavidhughes.com/�
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