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MARKETING CONFERENCE – JANUARY 29, 2008

CONSUMER ATTITUDES TOWARDS 'HEALTHY' FOOD CONFERENCES ON "EXPLORING HOW THE INDUSTRY HAS RESPONDED TO CONSUMERS' CURRENT FOCUS ON HEALTHY FOODS"

SLIDE ONE

Thank you…….
And thank you to Marketing magazine for inviting me to join today’s discussions to put our perspective on how the industry has responded to the concerns of society and consumers about health, diet and lifestyles. 

Can I also congratulate the organisers of today’s event for their excellent sense of timing as not only is this day two of Salt Awareness Week, organised by pressure group CASH, but last week saw the Government unveil its long awaited obesity strategy.

SLIDE TWO

Now, this strategy and some of the work that has gone before it, represents an attempt by Government to get truly ‘joined up’ to deliver long-term solutions to some complex issues. 

The headline for industry, if not the Daily Mail, was about the strategy’s efforts to promote healthier food choices through various initiatives including a Healthy Food Code of Good Practice that will be finalised in partnership with the food and drink industry.

So – joined up Government and a pledge to work with partnership with industry and others to deliver results. That’s real progress from our perspective and something we look forward to hearing more about from the minister and his team over the course of the next few weeks. 
But I do think it’s important to remind you that industry has been working on its own action plan since 2004 and is now widely recognised as leading the world in many aspects of this vital debate. More on that in a few moments.

First, though, I thought it’s probably worth reminding ourselves of some of the challenges that we face when trying to tackle issues around obesity and healthy lifestyles.

SLIDE THREE
Two other recent Government reports – from the Cabinet Office Strategy Unit in January and Foresight last October – have both painted a pretty grim picture of the future impact of growing obesity levels, associated health problems and rising costs to society of so-called lifestyle diseases. Both reports have also pointed out that when it comes to tackling issues such as obesity there are no magic bullets that can be fired. All of us have a role to play if we are to reverse the worrying trends that have been identified. 
That said, I do fear that because ours is a big industry we have become an easy target for criticism and for those who want to point a gun loaded with magic bullets in our direction. 

But our track record as a good corporate citizen – and our close relationship with consumers through our brands – makes us acutely aware of the positive role we must play in all the challenging issues we now face. So I hope today that I will be able to highlight a few of the ways in which manufacturers have already been doing just that.

SLIDE FOUR
But as I said, this debate is not new for our industry. 
For many years, the industry has been locked into what investors have called the ‘corporate battle for health’ as food companies respond to the pressures outlined here and identify new opportunities for their businesses – all of which ultimately benefits consumers. 
SLIDE FIVE
And when the Deloitte management consultancy last year asked senior executives at leading UK food and beverage businesses what they thought were the major consumer trends currently affecting their companies, health came out as a clear number one. 
So if health is important, what has the UK industry been doing?

To help explain that I want first to give a little bit of background to the Food and Drink Federation.

SLIDE SIX
Simply put, FDF’s mission is to be the voice of the food and drink manufacturing industry here in the UK.

Our members are companies of all sizes, representing all types of ownership structure, manufacturing everything from chocolate to organic muesli, own label products to big brands, retail lines to those for foodservice.

We also represent other trade associations and sector groups, ensuring that FDF is the key trade association for this vast and incredibly diverse industry.
Last year, FDF restructured to ensure it was in the best position to respond to the challenges now shaping the world in which our members operate. 
Our structure now gives us a sharper focus around three key priority areas:

· Food Safety and Science; 
· Health and Wellbeing; and 

· Sustainability and Competitiveness

Strategic steering groups have been created to direct our work in each of these three priority areas. Each group is chaired by a CEO from a member company and provides the leadership necessary to ensure that we continue to deliver results for our members. We have also created an SME Forum, to recognise the importance of small and medium sized businesses to the industry. 

Now, the Health and Wellbeing Steering Group is directing our work in areas such as front-of-pack nutrition labelling, reformulation, marketing and workplace wellbeing. 
Our decision to put this emphasis on health and wellbeing reflects the fact that our industry is absolutely committed to playing a positive role in the debate about obesity, as well as other health and diet issues.

But as I have mentioned a couple of times now, our commitment is longstanding; the work of our Steering Group builds on the commitments we set out in our groundbreaking industry Food and Health Manifesto, which we launched way back in 2004.

SLIDE SEVEN

A key role for FDF is reminding stakeholders of some facts about our industry, which is today the UK’s largest manufacturing sector.

We directly employ about 470,000 people and estimate that up to 1.2 million people in ancillary services, such as packaging, processing machinery and distribution, depend on our industry for their jobs. 
We are also an important partner for British farmers: buying about two-thirds of all the UK’s agricultural produce.
All this vital economic activity is carried out by 6,500 food and drink manufacturing enterprises across the country. Of these, the overwhelming majority are small, medium or micro businesses (employing less than 10 people) 

And let’s not forget that our industry is responsible for making some of the country’s best known, and best loved, brands, the success of which are based solely on the strong relationships they have forged with consumers, usually over many, many decades.
In short: the food and drink sector is a great British success story. 

And I make no apology for reminding you of these facts.

Because we need to be successful if we are to continue investing in the innovations, product developments and new processes that will be necessary to meet changing consumer demands in the years ahead.
That’s not a glib statement. Consumer demand is a powerful force for change in our industry; arguably it’s the most powerful. When coupled with industry’s desire to respond to society’s concerns about the health of the nation, it has created one of the most important competitive drivers for our members. 
And we have responded in ways that I believe allows us to argue, with some justification, that the UK is leading the world in terms of reformulating products, extending consumer choice with better for you variants and healthier alternatives, and improving the nutrition labelling on packs. 

SLIDE EIGHT
For instance, a survey of our leading members suggests that since 2004 an impressive £15bn worth of their products have been reformulated to have lower levels of salt, fat or sugar. In addition, a further £11.5 billion worth of products have been launched in lower salt, fat or sugar variants. 
SLIDE NINE
I mentioned in my opening remarks that its Salt Awareness Week, and industry’s track record here is equally impressive. Last week, FDF teamed up with researchers TNS Worldpanel to attempt to quantify the impact of industry’s reformulation efforts. And we found that in five key food categories – crisps, breakfast cereals, bread, home cooking and canned goods – shoppers are purchasing the equivalent of 2,000 tonnes of salt less than 12 months ago. Don’t forget this is on top of all the work undertaken by industry for many years. 

We also hear a lot about trans fats – usually in the more lurid tabloid headlines. However, retailers and manufacturers have been taking action here too and just before Christmas this issue was debated by the board of the Food Standards Agency. It came to the conclusion that our efforts were a great illustration of how a regulator and industry can work together to benefit public health and on a voluntary basis.

In fact voluntary measures to reduce trans fats have resulted in low consumer intakes of just 1% of food energy; which is half the recommended maximum.

Better still, our members have also committed to taking out trans fats in a way that does not increase sat fat levels in foods – an important point, often overlooked.

SLIDE TEN 

More independent evidence of the work that industry is doing as it responds to the health and wellbeing debate.

This data is from Mintel which shows how many products have been launched since 2003 on a health proposition such as lower in fat, salt or sugar. 
In fact, since 2003, Mintel says more than 5,200 products have been launched on such a proposition, which is almost a quarter of all products launched in the grocery market in that time. 

Add in the 3,000 products developed to be free of artificial additives or colourings, and you get a sense of how huge this particular trend is in the market. And it’s far more advanced than most other countries.

I think it is important to keep reminding ourselves of some facts about the work that industry has done – as there are plenty of people out there who will try to persuade you that industry has done nothing on these issues. Be proud of what you have achieved. 

Challenges remain, of course. The Food Standards Agency will very shortly unveil its Saturated Fat and Energy Strategy, for instance, and this aims to encourage industry to find new ways of reformulating products to reduce their saturated fat content. That will be tough – because saturated fat is not the same as, say, salt; finding new ways to reduce our dietary intakes will be incredibly complex. 

Still, FSA recognises the importance of building strong and constructive working relationships with key partners as a way of generating positive health outcomes – as it did in the area of salt reduction.

SLIDE ELEVEN
The success of this partnership has been widely acknowledged and the work industry did with the FSA to reduce salt in soups and sauces was highlighted as an example of best practice in a recent Partners in Health report from the Department of Health. 

In fact, the UK’s work on salt reduction is now being held up as an example of best practice by the European Commission, which is keen to see similar approaches being adopted elsewhere in Europe.

Now I don’t need to tell any of you that reformulation, the development of new variants of popular brands and the creation of whole new categories of products with a health positioning, have all required a great deal of innovation, technological development and investment on the part of manufacturers. 

Effecting such change has also required a really deep understanding of consumers – and particularly what turns them on and what turns them off. 

For instance, we have had to reformulate mainstream lines in a way that does not adversely affect the appearance, taste or mouthfeel of the products; otherwise consumers would stop buying them. And that has sometimes meant re-educating consumer palates over many years. We have also had to think carefully when developing alternatives as many consumers don’t want products that are perceived to be more processed. Which is the trend towards naturalness highlighted in the Mintel research I described moments ago.
There is plenty of evidence to suggest that consumers are listening to the debate about food and health, are embracing the new choices on the market and are changing their purchasing habits.

Certainly the one of the key themes of The Grocer magazine’s popular top products survey for past few years has been the fact that those products with a healthier proposition are out-performing the market. 
Within those reports you will find plenty of examples of the changes underway in the market.

SLIDE TWELVE
Here’s just one. 
This data shows that one of really big new trends within the soft drinks sector – the rapid growth of juice drinks and smoothies – continued last year, and that sales of carbonates remain flat (no pun intended), with any growth in that category often coming from diet or low calories variants. Waters had a strange time last year, after a long period of sustained double digit growth. 

SLIDE THIRTEEN 
A slightly more obtuse piece of evidence comes in Defra’s Family Food report, which says that we saw a 7.7 percent increase in purchased quantities of fruit and vegetables last year – the highest ever increase for 20 years. At around 2,500 grams per person per week, this suggests consumers are now eating almost four portions a day compared with the 5-a-day target. An encouraging development, but don’t forget that the very simple 5-a-day message has been promoted tirelessly by Government, retailers and some manufacturers for years and we have yet to reach the elusive target. So none of us should lose sight of the fact that it difficult to change consumer behaviours – but not impossible. 
There are other significant developments underway, such as the growth in functional foods that we have witnessed in recent years which have come from nowhere to be worth anything up to £1.7bn a year. Another sign of industry innovating to meet a real consumer need.

As well as reformulating products, the industry has an additional responsibility to make it easier for consumers to opt for the healthier choices when they want by providing them with clearer on-pack information. 
SLIDE FOURTEEN
Industry’s response has been to develop a scheme that takes the information printed on the back of virtually all food packs here in the UK for years and puts it on the front in the form Guideline Daily Amount labels. These allow consumers to assess the calories, sugars, fat, saturates and salt that are suggested for a balanced diet. By knowing what’s inside the food they are buying, consumers can make better-informed decisions about what they are eating.

GDAs are not new – they have been appearing on the back of food packs for a decade, are based on sound science and the GDA values were drawn up by a group of experts drawn from a wide variety of stakeholders, not just industry. The Government and FSA’s 6g a day salt target, for instance, is a Guideline Daily Amount.

Interestingly, one benefit of the move towards GDA front-of pack labelling is that it is helping drive reformulation in the industry. We hear from our retail colleagues that they are setting new internal benchmarks, based on the GDA labelling, that is guiding all their product development work. And we know that the GDA scheme is focusing the minds of manufacturers on the nutritional content of their foods. After all, nobody wants to be on shelf with products with the highest calorie or salt contents. 

On the back of the success here in the UK, the GDA approach is also gaining acceptance among retailers and manufacturers right across Europe, and have been launched by the German Government, which is another really positive development.

By the end of last year, GDA labels were appearing in all 27 EU member states. We estimate that the same, consistent labelling was appearing on more than 1,000 brands and 8,000 product lines – and this does not include the roll out plans of leading retailers including Aldi, Co-op Switzerland, Tesco, Delhaize, Edeka, Lidl, Metro, Monoprix and Rewe.

To date, almost 60 manufacturers, retailers and foodservice companies have adopted GDA nutritional labelling, in a consistent way on the front of something like 20,000 product lines. The GDA approach is also gaining acceptance among retailers and manufacturers right across Europe, and has been launched by the German Government. 

Research conducted by independent market researchers Millward Brown shows that 80 per cent of consumers are aware of GDA labels, 84 per cent think they are quick to read and easy to use and, significantly, 54% say they have already used the labels to make healthier choices.

Now, much has been made in the media, and elsewhere, of the differences between our promotion of the GDA scheme and the Food Standards Agency’s promotion of its traffic light scheme.

Certainly the issues resurfaced last week with publication of the Government’s obesity strategy.

I think it’s worth stressing that we have never seen this as a battle.

And I think the sometimes rather shrill criticism directed our way loses sight of one important fact: just four years ago, nobody was talking about front of pack labelling; today, all of us share a common goal of helping consumers better understand what constitutes a healthy, balanced diet.

But this is truly ground-breaking stuff in what is a very complex area. So there are understandably going to be differences in opinion as to the best approach to achieve our shared goal of improving the food literacy of consumers. 

Bearing in mind that such schemes must be adopted voluntarily, because regulation can only be developed at a European level, I think that it is only right that industry stands up for what it believes in.
But there’s no doubting the fact that we have reached an interesting point in the development of labelling.

First, industry and FSA are carrying out research to determine which labelling formats and schemes are helping inform shoppers about the foods they are buying. This research is going to be highly informative and we will all learn from its findings to ensure we are delivering the best result for consumers.

But, adding to the complexity of this particular debate, is the fact that tomorrow the European Commission will unveil its new consumer information regulation, which is widely expected to adopt a GDA-style approach to nutrition labelling. And definitely not traffic lights. So watch this space!

Now, let’s be under no illusions, the work the industry is doing to reformulate its products to provide greater choice and introduce better nutritional information for consumers are important and will make a real difference. But they cannot provide the entire solution to the nation’s concerns about diet and health.

SLIDE FIFTEEN
As the all of the recent reports from Government have explained in pretty stark terms, the causes of obesity are complex, multi-factorial and have evolved over a number of generations.

Clearly, it does not help that nowadays we roughly consume the same as we did 50 years ago but expend far fewer calories in our daily activities than we did back then. Addressing – indeed reversing – this fundamental move towards a more inactive and sedentary lifestyle is going to be a key part of any solution to the obesity issue in particular. 

SLIDE SIXTEEN
But as I have tried to capture on this slide – the key issue is that society has changed out of all recognition in the past 50 years, and so has our relationship with food and our ability to lead a healthy lifestyle. 
We are living longer; there are more single person households; we work harder than ever and stayer later at the office. Families are different too; the nuclear family is changing. We are more likely to have 2.4 cars than 2.4 kids.

We are ageing as a society as well. In 1948, just 11% of the population was 65 or older. Today, its 16% and by 2028 it will be 20%. As we get older, so society will become more concerned about quality of life issues, alongside our existing concerns about the way in which lifestyle diseases put pressure on our health system. 
Meanwhile, many consumers lack the time to cook, or don’t have the skills, and have a complicated and often contradictory relationship with food.

So we are spending less time cooking the main meal of the day. And our eating habits are changing, we are moving three clear meal times to a more flexible pattern of consuming through the day. 
70% of those with families say they are under time pressure on a regular basis and seem to be the ones who order takeaway foods more often that most.

Our society has moved from one where the problem was lack of food in the early post-war era, when we spent more than a third of our disposable income on food and drink, to one where food is readily available, with more choice and better quality than ever, and all of it costing us less in real terms than ever.

Little wonder obesity is not an issue just for the rich any more.

All of which presents many challenges – for policy makers as well as for industry.

We certainly believe that education about healthy eating and healthy lifestyles – which includes an understanding of the importance of physical activity – will be an essential part of any strategy to improve the health of the nation. So we are pleased that it form part of the Government’s new plan for tackling obesity.
SLIDE SEVENTEEN

Nearer to home, FDF members are committed to being an exemplar for promoting healthy living within their workforces. And one of the pledges in our Food and Health Manifesto centred on workplace wellbeing. 

Most of our leading members now have in place workplace schemes that promote healthier lifestyles. And we are keen to encourage more of our members – particularly smaller firms – to develop their own activities. We are also a key partner in a major initiative unveiled by Business in the Community to make workplace wellbeing a boardroom issue for all industries. 
Now, for those of you who think this initiative doesn’t sounds terribly exciting, consider the size of our industry. We directly employ 470,000 people – and some schemes enjoy employee take up rates of up to 50% - so you can see how big and how positive an impact these sorts of activities can have on a sizeable part of the manufacturing workforce. Now just think how big an impact this sort of approach will have if rolled out across British industry as a whole. 
The importance of healthy workforces has been recognised by the Government’s obesity strategy and by the European Commission in its recently published strategy for dealing with the health issues caused by poor nutrition and lifestyles. 
SLIDE EIGHTEEN
The Commission’s strategy paper was extremely pragmatic and we supported the approach taken. It talked about the importance of encouraging physical activity, as well as the positive role to be played by industry working in partnership with others to find solutions to tackle the complex issues at the heart of the obesity debate. It also talked about the need for citizens to take more responsibility for their lifestyles – and those of their children – and about the importance of having well-informed consumers who are better placed to make rational decisions.
In launching the strategy, EU Health Commissioner Markos Kyprianou noted that the rise of obesity across the Continent makes improving the diets and physical activity levels of Europeans a top public health priority. He also challenged industry on a number of fronts.
But as I have hopefully highlighted today, the industry here in the UK is leading the way when it comes to reformulation, extending consumer choice and improving the nutrition information we carry on our packs. 

Don’t get me wrong – when it comes to the debate about health and wellbeing, our industry remains under fire. But we should be proud of what this industry has, in truth, achieved in recent years. We are a responsive industry that behaving responsibly. And we are taking action that is placing us right at the heart of developing new ideas for tackling what remains a complex, yet hugely important issue for us all. 
Thank you
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