MARKET INSIGHTS

Heart health
innovation
continues unabated

espite ongoing regulatory issues wilh regard o

health claims, the positioning of food and drink

products on a heart health platlorm appears to
e continuing unabated. Data from the Innova
Database shows that product launches positioned on a
eart health platiorm hawve nearly fripled over the past
five years and accounbed ToF nesrty 1.5% of total food
and drinks launches recordedovar the 12-month penicd
fo Bve end of Al 20H0, up from less than 0.7% in
2005,

Perhaps not surprisingly, the LIS and Ewope have dominated this activity, accounting for two-things of heart health
lsunches. In terms of types of product, the bakery and cereals sector dominates with over a quarter of the total,
ahead of dairy products with 12%, ready meals and meal components with 10% and soft drinks with 9%, Other
sactors featuring significant numbers of heart health launches included hot beverages; meat, fish and eggs; fruit and
vegelable products; and Soups, SaUces and Seasonings,

Whila these products are faking 8 specific heart health positioning. there are many other products not incheded
where the benafl may be implied but 1 s not specilically mentioned, with the use of ingredients perceived by
consumers b be heart healthy sufficing in many instances. Ingredients falling into this categony include omega 3 fatty
acids, wholegraing, cats and soy, aithough a8 of these have also been linked with other health Benefils such as joint
health and cognitve health for omega 3 fatty acids, digestive health for wholegraing, controllad energy release for
cals, and women's health and bone health for soy.

A review of relevant activity by Innova Market Insights shows that products for cholesterol reduction continue to
dominate the hearl health market in ferms of numbers of lunches, while droulalory heallh foods, dominated by
omega 3 products have saan rather lass activity, not as a result of fewer baing launched. but more in terms of using
different and broader targel markels utilizing other claimed health benafits, particulary for intants and children. Thene
are some new circulatory health ingredients in the offing, howenar, that may boost the sactor in the future.

The anti-hypenensive markel remaing retatively limited, but has seen further development of the use of peptides,
sourced from milk proteins in Europe and from sardines n Japan. The use of antioxidant ingredients for heart health
is ancther area that is relatively undeveloped and may have the polential lo go further, particularly using the intrinsic
health benefits of products such as cocoa and fruit, if the reguiatory sitluation can be resolved.The health claims
situation has been causing considerable difficulties in some parts of the functional foods market, althowgh the heart
health secior has fared batier than many.

The heart health food and drinks marked is alae very fragmentad, being mace up of Products varying from existing
repositionad and reformulated brands from large and mature markets such as breakfast careals, to small sactors
made up of products containing relatively new ingredients such as dairy products with phylostercls and bicactive
peptides. In general, growth in the new marketsis much faster, being from such a small base, but it also necessitates
the investment of lange sums of maney in product development, as well as subsequent promolional activity and "
consumer aducation. (Cowrdesy of Innova Databasa) Fair irade and its conseguences on a global level in 2008.

Who's the fairest
of them all?

-I-"B globalisabion concepl has brought many changes in the commercial arena over the past decade. One
nofe-worthy measure was the formation of the fair trade ethical frading iniliative 1o ensure producers
experience fair working conditions and rewards for their labour throwsghout the world, Driven Dy Bhe carmpasign
tited “Make Poverly Hislory’, such initialives have helped promate the values of sustainability and responsibility
among suppliers in the food indusiry.




The dernand for ethical rading firs! arose in the 1990's, when he food ndusiry began 10 become increasingly
consoidated. This has resulted in the emergence of a handfil of food ingredient giants controlling the global market.
Beveral of these big companies source their rew materals from developing regions such as Asia and South
Amarica. In 19468, the Ethical Trading Infiative (ETI) was established as an alliance batwean ratailers, trada unions
and non-govermmental organisations. ETI aims to prormote respect and fair treatment for the righls of poor workers in
factories and on farms. The awarenass of ETI's campaign has increased the pressure on manufacturars to ansune
decent working condiions for their employess throughout e supply chain,

The: carnpaign his encouraged many companies lo incorporate various ethical sourcing policies and address the
growing public concern over labour supply-chain issues. Social and environmental concems now top the list of
corparabe investiment criteria in addréssing supply chain labour conditions. For instanca, the Indian-based Tala Tea
Limited has received commeandations for their ethical inftiatives that inwolve sustainable ‘worker-shareholder” models,
free housing, health cane and commmunily development facities. Tata also run tree-planting and endangered-wildlite
programmas, as wall as allernative venturas in the field of renewable energy plantations.

Current scenario

With concerns growing over economic concerns in the third world, some western consumess have
become mora socially responsible when it comes to the goods they purchase. Traditionally infamous for its
free markel sourcing policies, the scenario within the food industry is el to change with the rise of the fair
trade movement. Currently, the food industry is populated by thousands of small suppliers in addition to the
backwardly integrated large conglomerales, The presence of small suppliers allows for ambiguows sourcing
ethics. However, companies are now realising that the combination of 'business' and 'ethics' can create a
positive brand image, and  more importantly, allow traceability within the supply chain, The stability of the
supply chain is ona of the key driving factors in implementing ethical sourcing. Consumer damand for
ethical foods has risen dramatically between 2004 and 2008, and &5 a resull, various food industry
participants have joined tha fair trade band wagon. & study by the UK's Co-operative Bank in 2006 estimated
Ihat ‘ethical’ food spending, including organic, fair irade and free range purchases, was around £4.1 billion,
Balow are examples of some of key markat players invelved in the ethical consumerism trend.

Tate & Lyle

In Febneary 2008, sugar giant Tate & Lyle announced its decision to convert ilg entie retall sugar range Lo fai
trade. This switch accounts for the largest fair trade transfer evar made within the UK, The company claims that this
decision comes on the back of cuslomers increasing thelr demands for elhically-sourced products. When they buy
fair trade produce, consumers are assurad that the farmers, growers and their communities in the developing workd
are being fairly dealt with. Tale & Lyle has been working with the UK-based Fair-irade Foundation sinos 2006, o
ensure that thair suppliers mest fair trade standards.

Cadbury Schweppes

Cadbury Schweppes s anolher organisation foecusing inlensely on ethical sourcing standards. In 2006, the
company built a team o assass the capacity and get a better understanding of the local markaets. It also runs
imensive supplier assesament procasses (o help monitor and manage supplier performance, Thiough the aid ol e
ethical sourcing team, Cadbury Schweppes assesses suppliers based on a desk-based risk review, a site-based
assesament, and verfication which involves a supplier assesament programme,

Tasco

Tesco is UK's major supermarkel chain and a founder member of the ETI. The company uses the ETI Base Code
a3 its standard for all primary suppliers. This base coda includas factors such as frealy chosan employment, the right
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1o colleclive bargaining, safe and hygienic working conditions and 50 on. In 2004, the chain began a three-year
initigtive to axtand this policy o cover primary suppliers to all its businesses. The company was instrumental in also
developing the Supplier Ethical Data Exchangs (Sedex), 8 web-based system thal encoursges businesses 1o shane
data on labour standards at production sites. Additionally, Tesco employs programmes that imolve extensive
supplier and buyer fraining 1o ensure ethical cormpliance,

AR increasing  pressune  Trom
consumers has brought about a
corporale revolulion in the seclor of
ethical food. However, there is
general concesn thal this exodus
towards athical trading is mora of a
fad rather than & required code of
practica. The ETI and other industry
walch dogs are unging manulaciurers
o take this ‘green washing’
phenomenon  senously o ensune
ghobal fair-trade.

The thees main factors driving this
sacior are  fraceability, consumer
demand and concem over global
warming, and all three jointy call for
suslainable commerce. The industry
opanion is that whether the process is
ethical trading o green washing, il is
a step in the right direction. The
involvermnent of the private sector is
also a significantty positive maove.
For inskance, in 2002, the Waoild Wikl
Lifa Fund created the Roundtable
Corvention on Sustainable Palm O
in association with major players,
which included Sainsbury's  and
Unilever. This convention has been
salely responside for implementing
measures against the loss  of
raanforesd, increasing biodiversity and
saftling land rights disputes and
tabour rights, Ethical trading and fair
trade are therefora a growing
occurrence, and are becorming an
increasing necessity within the food
induslry, Fair rade is here 1o slay
and is a call for food manufaciurars
fo efther shape up of ship oul
(Courtesy of Frost & Sulfvan)
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