Nuffield Farming Scholarships Trust

Beef marketing and
product differentiation:
Opportunities for
producers?

By

Sarah Long

A Royal Smithfield Club/Royal Agricultural
Society of England and Royal Norfolk
Agricultural Association Award



Contents Page

Page
Acknowledgements 4
Disclaimer 4
Introduction S
Background 6
How can we differentiate? 7
Differentiating Beef 8
Understanding the Issue 9
UK Retailers 9
Figure 1: Retailer differentiation 9
UK Food Service 10
Travel Observations 11
Breed and Production Systems 11
Figure 2: Feed Lot in Canada 11
Figure 3: Grass Fed Beef in New Zealand 12
Figure 4: Feed Lot in New Zealand 12
Figure 5: Feed Lot in Brazil 13
Processors 14
Figure 6: Limestone Coast Lamb 14
Figure 7: Terra Rossa marketing information 15
Figure 8: Terra Rossa beef label 15
Figure 9: Bertin Brands 16
Figure 10: Angel Bay Brand 16
Marketing Organisations 17
Figure 11: National Heart Foundation sticker 17

Page |2



Figure 12: oOPacked with I rdhé sticker
Figure 13: MLA Lamb Adverts 18
Figure 14: Cooking hints sticker 19

Figure 15: New Zealand Beef and Lamb Quality Mark 19

Carcase Grading 20
Figure 16: EUROP grid 20
Figure 17: MSA Logo 21
Figure 18: Canadian grading system 21

Global Challenges 22
Figure 19: Ethanol Production in Brazil 22

Conclusions 24

Recommendations 25

Page |3



Acknowledgements

| owe a great deal of gratitude to a number of individuals and organisations, without whom |
would have not been able to embark on this Nuffield study and have the opportunity to travel
and see firsthand how the beef industry operates on the world stage.

Firstly 1 would like to thank the Nuffield Farming Scholarship Trust and my sponsors, The
Royal Smithfield Club, The Royal Agricultural Society of England and The Royal Norfolk
Agricultural Association.

Secondly | would like to thank my employers, Assured British Meat, for allowing me leave of
absence from work to complete my travels and for the encouragement and support they
have given me on my journey. | would also like to thank G A Long and Son, H G. Blake
(Costessey) Ltd, Heygates Ltd, Ben Burgess & Co Ltd, Barclays Bank (David Hitcham), Ifor
Williams Trailers and Paul Rackham who generously contributed to my Scholarship and
allowed me to go that one step further in my studies.

Finally | would like to thank my family and friends, including my fellow 2007 Nuffield
Scholars, for all their encouragement and support during my travels and the subsequent
report writing and public speaking events. | would also like to thank all those individuals and
organisations, who are too many to name, who hosted me during my travels and went out of
their way to ensure | had a unique insight into their own lives and businesses, an opportunity
like no other.

Wit hout vyou all I would not be where | am

Disclaimer

The views expressed in this report are entirely my own and do not necessarily represent the
views of the Nuffield Farming Scholarships Trust, or my sponsor, or of my employers, or any
sponsoring body nor any other organisation with which 1 am connected. No endorsement of
named products is intended and all facts are correct to the best of my knowledge at the time
of writing. Where commercially sensitive issues are referred to in this report | may be bound
by product or company confidentiality agreements.

Page |4

today,



Introduction

My parents run a calf rearing and beef finishing enterprise in Norfolk where | grew up. |
studied for an honours degree in Agriculture with Agricultural Marketing and Masters Degree
in Food Marketing and Quality Management at Harper Adams University College which first
gave me an insight into the importance of marketing, not just in agriculture but in everyday
life. | completed my placement year at Tesco Stores Ltd within their agricultural department
and since graduation have been employed by Assured British Meat as the Development
Manager responsible for the beef and lamb assurance schemes across the supply chain. It
is from this experience that my interest in the beef sector has grown, specifically in relation
to the business at home. | have become increasingly frustrated with the volatility within the
beef sector and the constant negativity the sector has suffered over the past twelve years,
whether it be threats from disease or imports affecting production prices. | wanted to be able
to see and learn from what other countries were doing in terms of production and marketing.
My Scholarship has enabled me to see firsthand some of the threats and challenges facing
the world beef industry and identify opportunities which may help UK producers, processors
and the industry as a whole. | hope that my continued involvement with beef industry
organisations, both through my employment and personal links, will help some of the
recommendations of this report to be put into practice for the benefit of all UK beef
producers.
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Background

UK Beef producers have been on a bumpy rollercoaster ride for the past twelve years, since

the discoveryof BSEands ubsequent o6l inksdéd with nvCJD. The n
the industry has been endless and is continuing today with the spread of Bluetongue across

the UK. Question marks have also been raised on a wider scale threatening the future of

livestock across the world from the environmental aspect and the volume of methane

contributing t o t h ecarbero fodtpdnd and increasing the hole in the ozone layer.

However, the beef industry in the UK is resilient and producers have managed to survive
through the issues and continue to supply cons.!
British Beef.

Despite the challenges the UK beef industry is considered to be in a fortunate position. The
UK is not self sufficient in beef and can currently only supply 70% of the total beef demand.
This, coupled with the general concerns over food security supported by increasing wealth
across Asia, will ultimately result in higher demands for protein, potentially beef, and
decreasing stock numbers around the world. This is primarily driven by competition for land
for both crop production aimed at fuel rather than food, and an increasingly industrialised
environment.

On reflection, at this point it could be argued as to why we need to worry about marketing if
the basic philosophies of supply and demand will naturally take control?

Global supply and demand will certainly play a significant role in the future. In the meantime,

whilst there is still competition on retail shelves for a cheaper product, especially during the
current Ocredit crunch6é, with existing suppliers
on price, there is still a need to differentiate British product.

It is this final point which | have focussed on in this report. There are numerous examples
already in existence of UK beef producers differentiating their own product, whether it is on a
regional level, by breed or by production system. Whilst | will make reference to some of
these examples throughout this report, the greater focus is on working together as an
industry to promote British Beef against our competitors within the beef sector and across
the protein sectors.
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How can we differentiate?
Firstly we need to know a few basic facts:

1. What is our product?
2. Who is our customer?
3. What does our customer want?

All the questions above must be answered and understood to enable us to clearly define and
market our product to the best of our abilities. The best example of getting this wrong would
be trying to sell sand to the Arabs or snow to the Eskimos. Although written tongue in cheek,
unless the product provides the customer with something they want or need, there is little
chance of selling it. We not only want to be able to sell beef, but we want to be able to add
value to it to ensure the customer is satisfied with their choice and will repeat the purchase.
The biggest threat to the beef industry is chicken, which provides similar dietary
requirements for customers at a relatively cheap price.

In 2007 chicken and beef had a market share (by value) of 27% and 25% respectively of the
total UK fresh and frozen meat market which topped £7billion including lamb, pork, sausages
and bacon.

Consumer behaviour is a topic which itself could be the subject of a Nuffield study, but in the

context of this report it is key to understand what our consumer wants and ensure we

consistently supply it to stop the customer finding an alternative source of protein. It has

been identified by the English Beef and Lamb Executive (EBLEX) that A Consumer s & i ni
purchasing decisions are based on price and visual appeal. Repeat purchases, and hence

the profitability of individual businesses, are reliant on the product giving a satisfactory
feating exXperienceo

The UK consumer is an ever-changing individual who is driven by money and ethics in
various degrees! A recent drive to dédbuy Il ocal ¢
producers and processors alike but with the risk of further confusing consumers who are
already exposed to a diverse range of brands/labels/logos on beef such as nutritional
content, country of origin flags, the Red Tractor and EBLEX Quality Standard Mark among
others. However,t he <current economi c climate is resul t
consumers to buy on price, although the O6British

Notwithstanding current economic trends, there will always be a market for the discerning

consumer with high levels of disposable income. These consumers will still make an

informed choice about the beef they are buying, whether it be based on geographical
features e. g. Scottish Beef , We s t Countr-y Beef ;
range b erantcedbor quaitg schemes such as Red Tractor, EBLEX Quality Standard; or

specific breed parameters e.g. Aberdeen Angus Beef, Rare breed beef. This is where | see

producers being able to clearly differentiate their product and maximise marketing
opportunities.
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Differentiating Beef

Product differentiation in beef can occur in many different formats, from production base;
grass versus grain fed, intensive versus extensive: location based; Welsh, Scotch, Cornish,
Cumbrian etc: and breed; Aberdeen Angus, Hereford, Rare Breed etc.

| firmly believe there is no right or wrong with any of these options providing that they clearly
deliver the desired objectives and are communicated to the customer. However, following
my travels, | strongly believe more work needs to be done across the UK industry which may
help producers without the creation of a plethora of individual brands, which itself has the
potential to confuse consumers and have a negative impact on the industry.
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Understanding the issue

Before embarking on my travels | needed to fully understand the current position in the UK. |
identified a number of organisations with an interest in beef marketing, a number of supply
chains which have their own internal challenges and a number of projects which were
already in place to improve the marketing of beef at various levels. These include the Quality
Standard Mark developed by the English Beef and Lamb Executive (EBLEX) and promoted
via various media routes including television; devolved regional brands such as Scotch Beef;
the Red Tractor Logo; the English Food and Farming Partnership working at regional levels
and the food service supply chains alongside the retail supply chains as well as a number of
individuals who have already adopted marketing strategies to differentiate their own product,
mainly on a regional level.

UK Retailers

UK retailers are responsible for 68% of total food sales by value and 80% of total food sales
by volume. The meat market is valued at £7 billion a year in retail sales; not including meat
based ready meals. Chicken has the largest share of this market at 27%, closely followed by
beef at 25%, further confirming that the biggest threat to beef is chicken.

Retailers have worked hard on developing their own brands and brand loyalty specifically in
relation to fresh food products. The work they have done in creating brand strength and
loyalty is shown by the lack of other brands in the fresh food sector. The only example of
private brands is Oket oretted in the salad

The range of existing differentiation within retailer own brands has made it very difficult for
the meat sector to infiltrate with its own brands, as shown in figure 1, so the key is to work
with retailers to ensure their requirements are delivered, and encourage them to educate
their consumers for the benefit of producers.

Figure 1: Retailer brand tiers

Tier Tesco Sainsbury Asda Morrisons
Premium/ Finest Taste the | Extra Special The Best
Super Premium Difference / TTD
Jamie Oliver
Healthy Healthy Living Be Good To | Healthy Eating Good for You
Yourself
Organic Organic So Organic Organics Organic
Standard Plus | Specially
Selected
Standard Standard Standard Standard Standard
Value Value / Market | Basics Smart Price Fresh Choice
Value

Source: Supermarket Meat Retailing, MLC March 2008.

Observations from UK retail outlets indicate that despite the differentiation and branding
within store, consumers no longer understand the different cuts of meat which could be
available, with the majority of retail packs being either, mince, steak (rump or sirloin) or
joints. EBLEX are currently working on promoting lower value cuts to butchers and the
catering trade in light of the recent downturn in economic environment, however there needs
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to be much more done by both industry organisations and retailers to show consumers what
is available and what can be done with it.

| see this being a real threat to UK producers. In reality a carcase is being sold under three
main | abels &éjointod, 0 s titiegatkebmarketingg and mriomotioaad
activities as consumers no longer understand what other cuts are available and the
difference between cuts

In comparison the reliance on the fifth quarter in South America as a revenue stream
highlights a weakness in the UK market, which has been hampered by regulations imposed
since BSE.

A clear advantage to UK producers would be to add value to the carcase, not only by
including the fifth quarter, but by greater differentiation of individual cuts, both at the
premium end e.g. fillet steak and topside, and at the value end of the market e.g. tongue and
brisket.

UK Food Service

| have already referred to the dominance of the UK retailers, but the food service market
should not be undervalued. This sector spans top of the range premium dining to school and
hospital catering contracts. The lower end of the spectrum is heavily price driven but work
done by Jamie Oliver and the recently launched Government Public Food Service
Procurement Initiative (PFSPI) are moving this sector to think about purchasing British which
is a positive step forward. However, at the other end, chefs running high quality restaurants
want high quality consistent product to put on their menus. More than any other part of the
chain, this sector of the food chain is the most sensitive to consumer behaviours. A meeting
with Brian Turner, Television Personality and Head Chef at the Millennium Hotel, Mayfair,
London, highlighted the importance chef sd
product, and the interaction needed with suppliers to be able to sell a story on menus to
attract customers. They need to be confident that if a customer wants to find out more about
the product, they would be happy to show them the cooking process right back to place of
production. Chefs are limited in their ability to control supply chains as they generally only
want specific cuts and must rely on their direct suppliers being able to market the rest of the
carcase elsewhere. This largely prevents direct supply chains being established, but should
not be seen as a barrier and producers should be encouraged to work with the catering
sector more closely.
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Travel Observations

My Nuffield took me to Canada with the International Scholars Briefing, Brussels, Australia
and New Zealand and also draws on findings from previous visits to Argentina and Brazil.
This part of the report focus on key issues rather than specific country by country findings.

Breed and Production Systems

Meat scientists are always advising of new ideas as to what factors contribute to the best

eating quality beef. For many years theyove

impact on eating quality, but when combined with other variables such as production system,
age, sex and cooking method it can make a dramatic difference between a tender juicy steak
or one that is tough and has a leathery texture. It is this latter product which increases the
risk of consumers seeking an alternative source of protein. Whatever product we wish to
produce it must be consistent so that the consumer is confident of the product they are
buying and what it will taste like.

The UK currently has eighty four different cattle breeds, not including cross bred cattle,
registered with the British Cattle Movement Service (BCMS). In Australia, New Zealand,
Canada and Argentina, the major beef producing breeds were the Aberdeen Angus,
Hereford, Murray Grey and Shorthorn, although the last two at a much lesser extent. Other
breeds were observed but not in any significant quantity.

Production systems seen during my travels were typically similar to the UK in terms of grass
based systems; however greater importance in South America and Canada was put on feed
lot production as shown in figure 2 and 3.

Figure 2: Feed Lot in Canada
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Figure 3: Grass Fed Beef in New Zealand

The Canadians produce large carcases with greater marbling of fat than would be generally
acceptable for the UK consumer. This was also seen in New Zealand in a feedlot producing
cattle primarily for export to Japan, shown in figure 4.

Figure 4: Feed lot in New Zealand

Brazil could also produce a consistent product using grass/feedlot based systems and the
Zebu (Bos indicus) breed, shown in figure 5, which naturally produces a tougher carcase,
partly due to genetics and age at slaughter, typically over 24 months, is consistent.
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Figure 5: Feed Lot in Brazil

It did not matter where in the world | went on my travels, the use of fewer breeds despite
production from grass or feed lot resulted in a greater consistency of product than seen in
the UK.

These were interesting observations and although the concept of consistency is a major
factor in beef production, it is an issue which the UK beef herd has yet to readily address,
although the decision by one major UK retailer, Waitrose, to specifically market Aberdeen
Angus and Hereford beef is evidence of differentiation using breed, combined with the desire
to provide customers with a good quality, consistent product.

Page |13



Processors

Another focus of my travels was to understand the role of processors and how they worked
with producers. It is important to note that in all the countries | visited there was not such an
extreme dominance of retailers as we see in the UK. This provided greater opportunities for
producers and processors to work together to supply their consumers.

Australia has its own logistics issues which means that it is easier to focus on regional based
products, which was clearly evident in the Limestone Coast region of South Australia where
many different products including red meat were branded with the Limestone Coast label.

Limestone Coast Lamb is a prime example of what producers and processors have worked
together to develop. The product marketing, shown in figure 6, is undertaken by the
producers and is based on association with a specific region together with a background of a
dedicated supply base delivering specific production criteria. This is a very successful brand
but is suffering from its own success and it is becoming increasingly difficult to source
sufficient numbers of stock to meet demand.

Figure 6: Limestone Coast Lamb restaurant table information

LIMESTONE COAST LAMB

POST OFFICE BOX 1390 | NARACOORTE SA 5271
TELEPHONE: 08 8765 8088 | FACSIMILE: 08 8765 8099

WEB: www tlamb.com.au [ ke sillsdatond

EMAIL: info@limestonecoastlamb.com.au Product of Australla

LIMESTONE COAST LAMB IS A
QUALITY LAMB PRODUCT FROM
ACCREDITED FARMS BASED
PREDOMINANTLY WITHIN THE
LIMESTONE COAST REGION OF
SOUTH AUSTRALIA. THE FARMS
ARE SPECIALISTS IN GRASS BASED
FEEDING SYSTEMS AND USE HIGH
QUALITY GENETICS THAT
INCREASES LEAN MEAT YIELD.

ACCREDITATION INVOLVES FARMS
BEING ASSESSED REGULARLY TO

LIMESTONE COAST LAMBS ARE CROSSBRED, THE BULK OF WHICH
HAVE FIRST CROSS MOTHERS. THIS GIVES A LARGE FRAME WITH
IMPROVED FERTILITY AND ENOUGH MILK TO SUSTAIN THE LAMBS
OF MULTIPLE BIRTHS.

THE SIRES ARE SOURCED FROM STUDS THAT HAVE SPECIALISED
IN PRODUCING RAMS WITH CONSISTENT HIGH LEAN MEAT YIELD,
LOW FAT AND GOOD SHAPE WHICH NOT ONLY ASSISTS IN THE EASE
OF LAMBING GIVING A HIGH. LAMBING PERCENTAGE, BUT HAS A
POSITIVE EFFECT ON THE GROWTH RATES OF THE LAMBS.

SHEEP GENETICS AUSTRALIA LAMBPLAN™ ASSESSED RAMS ARE
THE PREDOMINANT SIRES USED.

CHECK THAT THEY HAVE GOOD ENVIRONMENTAL AND ANIMAL
HEALTH PRACTISES THEREFORE ASSURING A HIGH STANDARD OF
PRODUCT THAT IS CHEMICAL RESIDUE AND ANTIBIOTIC FREE.

THE LIMESTONE COAST LAMB REGION STRETCHES FROM THE RIVER
MURRAY MOUTH AND LAKE ALEXANDRINA IN THE NORTH, DOWN
ALONG THE SPECTACULAR COAST BORDERING THE SOUTHERN
OCEAN TO THE GLENELG RIVER OUTLET AND THE FARMING AREA
WEST OF THE VICTORIAN BORDER.

WITHIN THIS FARMING AREA ARE THE FAMED VINEYARDS OF
COONAWARRA, PADTHAWAY, KOPPAMURRA AND MOUNT BENSON.

LIMESTONE COAST LAMBS COME OFF HIGH QUALITY GRASS BASED
PASTURES WHICH ENSURES THE SWEET, JUICY SLIGHTLY NUTTY
FLAVOUR OF THE MEAT

THE PASTURES CONSIST OF VARIED CULTIVARS FROM CHICORY

LUCERNE, CLOVERS AND GRASSES ENSURING A HIGHER CAROTENE
INTAKE SO THAT THE MEAT MAINTAINS AN ENRICHED COLOUR
DURING THE SUMMER MONTHS, THE LAMBS ARE FINISHED ON
LUCERNE/ CHICORY PASTURES (SUMMER GROWING PERENNIALS)
IRRIGATED GRASS/CLOVER PASTURES & GRAIN LEGUME/ CEREAL
STUBBLES AND/OR SUPPLEMENTED RATIONS TO MAINTAIN THE

DISTINCT FLAVOUR OF THE REGION
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Another good example of producers and processors working together was the Terra Rossa
beef brand, also in South Australia. This time the marketing was primarily done by the
processor and made good use of the Meat Standards Australia grading system to ensure the
tenderness and eating quality of every product. This brand was linked closely to the
vineyards in the Coonawarra region and the marketing information below in Figure 7
highlights this. Figure 8 shows beef labelled with the Terra Rossa brand in a butchers shop.

Figure 7: Terra Rossa Beef promotional card

Figure 8: Beef labelled with the Terra Rossa brand
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