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Alec Mattinson and James Halliwell

urvival of
he fastest

In the toughest grocery retail conditions for a
generation, it’s not scale so much as fleetness of foot
that counts, reveals the latest OC&C Top 150

fthe UK’s food and drink producers did
not realise they had been experiencing a
momentary calm before the storm, they
are now in little doubt a category five
hurricane is upon them.

Pressure is intensifying not so much due to funda-
mentals (the economy is, after all improving) but as a
result of seismic structural change within the grocery
retail industry. As prices are slashed, shares crash, and
senior execs are hastened to the exit, supermarket mar-
gins have reached theirlowest level for almost 30 years.
Indeed, the grocers have been rendered “uninvestable”
according to one analyst, due to the sheer murkiness
of the outlook.

The OC&C Grocer Index 2014 therefore comes with
something of a health warning: compiled for The Grocer
by OC&C Strategy Consultants, the Food & Drink 150
mostly features results from 2012 or 2013. It showed UK
suppliers increasing sales (5.8% in 2013 against 5.6%
in 2012). Over 75% of companies experienced growth
last year. What’s more, margins have finally stabilised
after two years of rapid decline, staying at 5.2%, having
topped 6.5% just three years ago.

Taking into account the growth in consumer expend-
iture since the double-dip in 2012, UK GDP returning to
pre-recession levels and commodity inflation largely
slowing down, the data seems to show the worst rav-
ages of the recession are behind us. But clearly these
historic figures tell only part of the story. As the title of
OC&C’sreport states, thisis looking like a ‘False Dawn.’

The structural changes now affecting grocery retail
have been well rehearsed — essentially the old super-
store model has broken as the rise of online, discount-
ers and convenience eats away at sales and profits.

So it comes as no surprise that amid 2014’s flood
of supermarket profit warnings, declarations of price
wars and the plunge in overall UK food sales, the mar-
ket for food and drink suppliers is more hostile than the
pure numbers suggest. Far from experiencing the green

shoots of recovery, OC&C’s report points to an industry
embarking on its toughest test for a generation. When
the supermarkets last embarked on a price war with
the launch of value ranges in the recessionary early
1990s, supplier margins were touching 6%. Producers
are now facing a new price war with margins touching
historic lows of 5%.

This has created an environment where food and
drink suppliers are having to rapidly adapt, but with
all-time low margins there is little spare cash and even
less scope to be squeezed by under-pressure retailers.

“Conditions aren’t getting any easier,” says Innocent
CEO Douglas Lamont. “2014 feels like the toughest
year yet.”

Will Hayllar, co-leader of OC&C’s global consumer
goods team, argues that although the shift to discount-
ers has accelerated, the underlying trends causing
industry pain right now have been around for years.
“Some of the factors that were masking the impact
of these trends, like food price inflation, have fallen
away, which has really magnified the growth chal-
lenge,” he notes.

Clear disparities between winners and losers are
already emerging. Notably, the disruptive market con-
ditions have provided further impetus for the shift in
power from larger to smaller producers. The 2013 finan-
cial figures show smaller players (under £500m turn-
over) have grown more (5.9% vs 5.6%) and improved
margins more (0.2%) compared with a 0.1% mazr-
gin decline for larger branded producers and a 0.5%
decline for large unbranded suppliers.

It’s a trend Hayllar expects to solidify in 2014. “The
fragmentation of consumer demand in certain catego-
ries favours smaller brands that have generally been
faster to adapt to the new conditions,” he says.

Many of those more fleet-of-foot producers have been
able to outmanoeuvre the multinational behemoths as
retail format fragmentation has meant the benefits of
sheer scale have proved of limited use in meeting
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retailer needs. Quorn CEO Kevin Brennan explains:
“Itdoes helpin thisenvironment thatif a retailer comes
to us with an opportunity we can respond very quickly
and move from deciding there’s an opportunity to
implementation.”

Some of the more successful mid-sized businesses
have used this flexibility — enhanced in some instances
by private ownership and a lack of quarterly reporting
— to strategically invest in new product lines, product
development or packaging architecture (see box right),
while larger players have found executing radical prod-
uct and production changes more challenging.

Ofthe five companies picked out as ‘winning’ against
the tough trading backdrop (see p35) this targeted
investment in NPD is a recurring theme. Brennan notes
that in the past three years Quorn has seen a fivefold
increase in its NPD investment, while Cranswick CEO
Adam Couch calls NPD the “lifeblood” of the meat pro-
ducer’s business.

Referencing Cranswick’s move into premium pasty
production after launching a joint venture in Malton
late last year, Couch says: “Having that product inno-
vation and coming up with ideas that will resonate with
the consumer and customer has allowed us to get some
real purchase in the marketplace... There are a lot of
meat operators out there and we want to innovate in
areas that can’t be easily copied.”

Brand differentiation

That sense of brand differentiation is becoming vital,
given the growth of the primarily own-label discount-
ers, competition for convenience shelf space and
tightening margins. A number of those thriving in the
current market have brands with strong consumer fol-
lowings — often number one in their chosen markets
or those that particularly resonate with a distinct con-
sumer segment (ie premium, value or convenience).

Even with tightening margins, players such as
Haribo and Quorn have supported NPD by generat-
ing brand distinctiveness through vastly increased ad
spend (Haribo accounts for 21% of market ad spend
and Quorn has increased ad spend eightfold in recent
years). But other smaller brands are increasingly able
to build those connections with consumers without
huge ad budgets via more targeted online campaigns
focused on engaging specific consumer groups.

Hayllar notes: “The more you’re offering a brand
to people who are engaged, the more potent digital is
as a marketing tool. Some of those successful smaller
brands have done that in a way that’s left big incum-
bent brands looking a bit outdated.”

In that sense, brands with weak distinctiveness or
producers with wide product portfolios but little depth
behind those lines are among those most exposed to
the current market pressures. These brands could find
themselves in the uncomfortable position of being
traded as pawns in a price war or usurped by own-label
products. “There will always be a market for strong
brands at a fair price,” says Haribo UK MD Herwig
Vennekens. “What’s difficult is if you find yourselves
in the middle, with products where the quality is not
the best or which are more generic without much brand
strength. In this day and age that is a very dangerous
area to be.”

Pack/price adaptability is key

With the rise of online,
convenience and the
discounters, suppliers
have never had so many

channels to sell through.

That means a one size
fits all approach to pack
size and pricing is now
redundant. And the
need to adapt is more
important than ever.

“You have to adapt,
it’s become a standard
thing we’ve all had to
do,” says Innocent CEO
Douglas Lamont. “It
adds complexity, but
it’s important to keep
moving in the right
direction. It’s about
taking advantage of
convenience or online
and considering what
that means in terms of
price point and pack
sizes.”

Right now, the
hottest channel of all
is the discounters. One
senior industry figure
from a global brand
that supplies Lidl with
personal care products

simply rolls his eyes

and grins when asked
about the volumes
being shifted through
the discounter. And

Will Hayllar suggests,
even if there are
potentially tricky factors
to consider, there are
solutions.

“You might have a
proposition that the
discounters want to sell,
but in doing so, how do
you make sure you’re
not undermining your
price position in other
channels?” he asks.
“Part of the answer
is product and pack
architecture.”

Famously, that pack
architecture is how the
fixed price discounters
like Poundland have
thrived, keeping
their round pound
prices intact while
simultaneously
delivering big brands.
So six packs of Walkers
crisps become five,
or a Toblerone loses a

triangle. However, it
still represents value
to shoppers, and the
fact that big brands are
happy to tinker with
production lines and
packaging strongly
suggests the volumes
they are moving through
the channel justify the
additional complexity.

“It could be about
the size of the pack and
the price, or it could be
about an absolute price
point — and if you cross
those points it can have
anon-rational impact on
the scale of how many
people will buy that
product,” adds Lamont.
“So we have always tried
to understand where
those breaks in the road
are. And make sure we
don’t cross them.”

Of course, itsa
precarious business
getting it spot on but if
you're not set up to offer
flexible pack and price
architecture, you’re
limiting your options.
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1 B 0 |Associated British Foods LISTED | 3,862 3,744 3.1| 255 174 46.7 6.6 4.6 2.0 16.6 11.2|09/13 B
2 A 1 |BoparanHoldings FAMILY | 2,893 2,346 23.3| 110 127 -13.5 3.8 54 -1.6| 43,5 31.0|07/13 | O/L
3 A 1 |UnileverUK SuB 2,000 1,829 9.4| 130 146 -10.7 6.5 8.0 -15| 15.0 18.3|12/12 B
4 A 10 |Mondelez UK Limited SuB 1,791 1,154 55.2 54 27 97.2 3.0 2.4 0.6 9.8 10.4|12/12 B
5 B 0 |Coca-ColaEnterprises SuB 1,790 1,765 1.4| 253 248 23| 14.2 140 0.1 39.0 37.2|12/12 B
6 A 1 |NestléeUK SuB 1,749 1,644 6.4 137 34 299.2 7.8 2.1 5.7 6.5 2.6|12/13 B
7 A 3 |Princes SuB 1,740 1,508 15.4 61 48 26.5 3.5 3.2 0.3| 12.0 14.6|03/13 B
8 A 1 |ArlaFoods SuB 1,719 1,587 8.3 5 37 -85.6 0.3 23 20 1.8 11.6/12/12 | O/L
9 V -1 |Bakkavor FAMILY | 1,680 1,699 -1.1 52 67 -22.5 31 39 -09| 219 8.9112/13 | O/L
10 V -4 |PremierFoods LISTED | 1,511 1,751 -13.7 97 66 46.3 6.4 3.8 2.6| 20,6 16.4|12/13 B
11 ® 0 |DairyCrest Group LISTED | 1,391 1,382 0.7 50 18 184.2 3.6 1.3 2.3 89 3.3103/14 | O/L
12 ® 0 |United Biscuits PE 1,053 1,056 -0.2| 125 125 0.7| 119 1138 0.1| 22.3 21.7|12/12 B
13 W 0 |Britvic LISTED | 1,326 1,260 5.2| 117 99 18.5 89 7.9 1.0| 341 28.8|09/13 B
14 A 1 |WmMorrisonProduce SuB 1,226 1,217 0.8 64 106 -39.9 5.2 8.7 -3.5| 10.4 19.3|02/13 | O/L
15 A 1 Tulip SuB 1,159 1,121 3.4 30 35 -13.3 2.6 3.1 -0.5 6.1 6.8 109/13 | O/L
16 A 1 MarsUK SuB 1,147 1,122 23| 143 151 -4.7| 125 134 -09| 26.6 33.6|12/12 B
17 A 1 |Greencore Convenience Foods LISTED | 1,132 1,094 3.5 74 69 70| 65 6.3 0.2| 487 36.6(09/13 | O/L
18 A 2 |HiltonFood Group LISTED | 1,128 1,034 9.1 26 26 -1.8 2.3 26 -0.3| 32.4 349|12/13| O/L
19 B 0 |MoyPark SuB 1,087 1,072 1.3 28 8 253.3 2.5 0.7 1.8 | 12.7 3.5|12/12 | O/L
20 I Karro Food PE 1,034 1,173 -11.9| -43 44 nja| -42 3.8 -0.4| -199 -50.6|12/12 | O/L
21 A 1 |Cranswick LISTED 995 875 137 56 48 157 5.6 5.5 0.1| 28.1 26.5|03/14 | O/L
22 V -1 |RobertWiseman Dairies SUB 951 946 0.6 -7 10 nfa| =07 1.1 -1.7| =27 4.6[12/12| O/L
23 ® 0 |HJHeinzCompany SuB 925 893 3.6| 134 159 -156| 145 178 -3.3| 20.2 27.8|04/13 B
24 W 0 |SamworthBrothers FAMILY 769 747 3.0 42 45 53 5.5 6.0 -0.5| 16.5 18.9|12/12 | O/L
25 W 0 |KerryFoods SuB 674 679 -0.7 =22 9 nfa| -3.3 13 -46|-106 4.3|12/12 B
26 W 0 |GerberEmig SuB 648 635 2.1 11 -3 n/a 16 -0.4 2.1 54 -1.4/12/12 | O/L
27 A 1 |Kellogg’s SuB 617 633 -2.6 16 12 277 2.6 2.0 0.6 231 14.1)|12/12 B
28 A 1 |NobleFoods FAMILY 593 595 -0.3 29 24 206, 48 40 08| 23.7 19.6/09/12 | O/L
29 A 6 |Young’s Seafood PE 583 566 2.9 19 2 907.5 3.2 0.3 2.9 6.7 0.4]09/13 B
30 A 1 WoodheadBrosMeatCompany SUB 578 584 -1.0 40 42 48| 70 72 -03| 219 27.8|02/13 | O/L
31 A 1 |Warburtons FAMILY 564 515 9.4 34 19 79.6 6.1 3.7 2.4 8.9 5.0]09/13 B
32 V -2 JamesFinlay SuB 555 591 -6.0 3 12 -716| 0.6 2.0 -1.4| 13 4.2|(12/12| O/L
33 ® 0 [Fletcher Bay Group PE 482 479 0.5 13 11 223 2.7 2.2 0.5| 28.6 47.6|12/12 | O/L
34 W 0 BirdsEye SuB 462 457 1.2 78 67 16.2| 169 14.7 2.2| 459 28.5|12/12 B
35 A 1 [SunValleyFoods SuB 451 441 2.2 -7 -14 nfa| -1.6 -3.3 1.6 -9.2 -22.2|05/13 | O/L
36 A 3 |FarmersBoy SUB 429 395 87 46 54 -14.2| 107 13.6 -29| 19.0 26.2/02/13 | O/L
37 V -10 |ArlaMilkLink LISTED 423 447 53 9 6 44.5 21 1.4 0.7| 14.5 3.5112/12 | O/L
38 V -1 |McCainFoods GB) SuB 416 404 3.1 31 46 -32.7 75 115 -4.0| 17.2 28.4)|06/13 B
39 ¥V -1 |FrescaGroup FAMILY 404 395 2.4 8 7 89| 20 19 01| 125 11.4|04/13| O/L
40 A 2 |G’s Group Holdings FAMILY | 381 351 87 9 7 229, 22 20 03| 86 6.5/0513| O/L
41 V -1 |Miiller Dairy UK SuB 367 372 -1.4 38 36 6.3| 10.4 9.6 0.8 20.3 168.5|12/12 B
42 V -1 FaccendaGroup PE 366 352 3.9 5 4 214 13 1.1 0.2] 10.0 8.2|04/13 | O/L
43 A 3 |Weetabix PE 356 336 5.9 94 91 23| 263 272 -09| 148 12.7|12/12 B
44 W 0 |Bernard Matthews Holdings PE 347 342 15| -14 5 nfa| -40 16 -56|-11.2 4.2|06/13| B
45 B 0 |Meadow Foods (Holdings) FAMILY 339 340 -0.2 10 9 3.6 2.8 2.7 0.1| 469 47.5/03/13 | O/L
46 A 4 |LindenFoods SuB 337 283 19.1 5 5 2.8 1.5 1.7 -0.2| 147 16.5/09/13 | O/L
47 V -4 |Burton’sBiscuit Co PE 334 343 -25 29 10 193.2 8.5 2.8 5.7| 20.0 7.8|12/12 B
48 V -1 |AdamsFoods suB 321 323 -09 5 -0 nfa] 16 -01 17| 54 -03|12/12| B
49 A 4 |LDH (LaDoria) SuB 309 259 19.6 12 11 159 4.0 41 -0.1| 23.7 23.7|12/12 | O/L
50 A 1 |CottBeverages SuB 299 280 7.0 19 18 19| 63 6.6 -0.3 73 8.3 |12/12 | O/L

Methodology: Index ranks the UK’s leading food and soft drink manufacturers and processors. In some cases (including PepsiCo and Heinz) it has not been possible to provide fully
consolidated group accounts. Some companies include returns from international (e.g. ABF, Hilton Food Group) and non-food (eg Unilever) operations where it was not possible to separate
based on accounts. Ownership: Listed (publicly listed), PE (private equity), UK SUB (UK SUBsidiary), Family (family/closely owned) Mainactivity: B (branded), O/L (own label) Rank: CE
(changed entity) NEW (new entry) Notes on specific companies: #2 Vion Food UK: Acquired by Boparan Holdings but results not yet consolidated in Boparan accounts

#16 Tulip: Part of Danish Crown but results not consolidated in Danish Crown UK accounts #21 Robert Wiseman: Acquired by Muller but results not yet consolidated in Muller accounts #27
Milk Link: Acquired by Arla but results not yet consolidated in Arla accounts #31 Woodhead Bros: Accounts filed as Neerock #64 Adelie Food Holdings: Accounts filed as Tigermetal TopCo
#99 Haribo: Accounts filed as Dunhills
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51 V -2 |Icelandic Group UK SuB 291 268 8.6 8 6 339 2.8 2.3 0.5| 16.4 8.0112/12 | O/L
52 A 2 |ForzaFoods FAMILY 277 254 8.8 18 14 28.8 6.5 5.5 1.0| 49.7 45.1|12/13 | O/L
53 A 3 |Fyffes Group LISTED 275 244 131 10 11 -13.1 3.5 46 -1.1| 229 20.4[12/12 | O/L
54 A 1 WalkersSnackFoods SuB 274 252 8.5 30 28 60| 11.0 113 -03| 76 53|12/12| B
55 A 2 [Faughan FAMILY 259 241 7.6 5 5 -11 2.0 2.2 -0.2| 111 13.3|12/12 | O/L
56 A 6 YeoValleyGroup FAMILY | 257 229 12.0 6 4 308 24 18 03] 115 9.2/06/13| B
57 A 2 |AGBarr LISTED 254 238 6.6 39 32 21.4) 153 13.4 19| 37.6 35.8|01/14 B
58 A 3 |Wrigley Company SuB 246 230 6.7 62 55 12.7| 25.3 24.0 1.3/110.3 90.0|12/13 | B
59 A 6 |TheFirst Milk Cheese Company FAMILY 244 223 93 -7 2 nfa] -30 10 -41| -94 23|03/13| O/L
60 V -8 |General Mills UK SuB 240 261 -8.1 3 4 28| 15 14 01| 46 43|0513| B
61 V -1 |RedBull Company SuB 238 236 0.7 11 14 -174| 4.8 5.8 -1.0| 50.7 37.0|12/12 B
62 V -4 Danone SuB 236 240 -1.6 27 30 -10.0| 113 123 -1.1| 915 1136|12/12| B
63 A 17 |William Jackson & Son FAMILY 229 180 27.3 15 12 26.2| 6.4 6.4 -0.1| 17.6 15.1|04/13 | O/L
64 A 4 |DaleFarm SuB 228 211 7.7 2 2 177 0.9 1.1 -03 2.6 3.3]03/13 | O/L
65 A 1 |JWGalloway FAMILY 229 219 4.5 5 2 161.0 2.2 0.9 1.3| 10.5 4.2 103/13 | O/L
66 V -3 |KTC(Edibles) FAMILY 226 226 -0.2 1 2 50| 06 07 -0.0f 27 3.7|12/13| O/L
67 A 5 |McCormick UK SuB 215 206 4.6 11 -0 n/a 53 -0.2 5.6| 10.6 -0.5|11/13 B
68 V -4 |AdelieFoods Group PE 215 n/a n/a 3 nfa nfa|] 14 nfa nfa| 23.6 nfa|03/13 | O/L
69 V -2 WellnessFoods PE 214 222 35 17 15 10.4 7.8 6.8 1.0| 31.8 30.8|12/12 B
70 A 7 |FerreroUK SuB 212 184 153 -2 -6 nfa| 1.1 3.0 19| -9.3 -23.3|08/13| B
71 V -2 |DanishCrown UK SuB 210 211 -0.6 2 2 1.8 0.9 0.9 -0.0 59 6.4109/13 | O/L
72 A 3 |OscarMayer FAMILY 209 195 7.5 8 6 214| 3.6 3.2 04| 231 227(03/13 | O/L
73 V -3 |Lactalis McLelland SuB 209 209 -0.2 7 10 -31.5 33 48 -1.5 4.5 7.1|12/12 | O/L
74 V -1 |BerryGardens FAMILY 207 202 2.6 3 3 27| 16 16 00| 313 35.2|12/13 | O/L
75 A 9 |Innocent SuB 206 163 26.7 28 9 nfa| 13.7 5.5 19.2| 79.4 -22.9)|12/12 B
76 A 6 |JohnWestFoods SuB 200 177 133 1 3 481 07 15 -0.8 19 42|12/12| B
77 A 13 |Greenvale AP LISTED 198 150 32.1 6 7 -23.5 29 50 -2.1| 20.4 29.1|06/13 | O/L
78 V -7 |FinsburyFood Group LISTED 197 208 -5.3 11 9 146 5.4 4.4 0.9| 45.7 36.3|06/13 B
79 V -1 |NoonProducts SuB 192 184 4.5 7 4 68.9 3.4 2.1 13| 213 12.7]12/12 | O/L
80 V -4 |CSM (UnitedKingdom) SUB 188 156 20.9 6 10 -41.2 3.2 6.6 -3.4| 100 15.7|12/12 B
81 W 0 |ProduceWorld FAMILY 187 179 4.1 4 1 256.7 2.1 0.6 15| 16.1 2.9|06/13 | O/L
82 A 10 |[QVFoods FAMILY 176 145 21.6 5 5 8.6 29 33 -0.4| 22,5 19.4|05/13 | O/L
83 A 5 |DovecotePark FAMILY 173 156 107 4 3 404| 22 1.8 0.5| 179 15.3|09/13 | O/L
84 A 5 |Winterbotham Darby &Co PE 173 156 11.1 6 6 -45| 3.4 40 -0.6| 343 39.8/03/13| O/L
85 V -6 |TataGlobal Beverages suB 171 181 -55 26 26 -03| 154 143 0.8| 140 15.0/03/13| B
86 V -12 |Barry Callebaut Manfac’ing (ux) SuB 170 198 -14.2 2 1 383| 14 07 04| 49 4.4|0813| O/L
87 W 0 |Tangerine Confectionery PE 169 157 7.7 7 8 -105) 41 49 -0.8| 87 10.1|12/12| B
88 V -5 |TaytoGroup FAMILY 166 165 1.1 7 4 614 44 2.5 1.5 7.4 4.6 |06/13 | O/L
89 V -3 |VitacresslLtd SuB 166 153 8.7 0 3 -929 0.1 21 20| 04 4.2|12/13 | O/L
90 A 22 |AlbertBartlett & Sons (Airdrie) FAMILY 165 119 39.0 10 8 223 6.1 70 -0.8| 15.6 15.2|05/13 | O/L
91 A 12 Danone Waters (UK &Ireland) SuB 158 140 13.0 9 6 451| 55 43 12| 326 24.5|12/13| B
92 A 8 |BaxtersFood Group FAMILY 157 135 17.0 7 7 -69| 4.4 55 -1.1 7.8 9.2 |06/13 B
93 A 1 |PorkFarms PE 153 143 6.6 3 1 264.4 19 05 1.3 7.4 2.2103/13 | O/L
94 A 1 |DirectTableFoods SuB 150 142 6.0 6 4 270 3.7 3.1 0.6 139 11.4|09/13 | O/L
95 V -4 R&RIceCreamUK SuB 150 138 8.4 23 25 -79| 15,6 183 -2.8| 54.0 87.5|12/12 | O/L
96 A 5 |Bettys & Taylors Group FAMILY 149 133 123 10 10 0.1 6.7 76 -0.8| 104 11.0|10/13 B
97 A 2 |Haribo SuB 146 129 13.2 19 16 18.1| 129 12.4 0.5| 1114 10.4)12/13 B
98 V -5 Whitworths PE 146 144 1.1 12 6 111.4| 8.3 4.0 43| 24,0 14.3|04/13 | O/L
99 V -3 |YoplaitUK SuB 145 140 3.7 24 23 4.2 16.6 16.5 0.1| 68.3 70.5|04/13 B
100 V -2 |DrOetker (ux) SuB 145 137 5.6 13 5 187.2 9.3 3.4 5.9 | 24.1 8.7 12/12 B

Methodology: Index ranks the UK’s leading food and soft drink manufacturers and processors. In some cases (including PepsiCo and Heinz) it has not been possible to provide fully
consolidated group accounts. Some companies include returns from international (e.g. ABF, Hilton Food Group) and non-food (eg Unilever) operations where it was not possible to separate
based onaccounts. Ownership: Listed (publicly listed), PE (private equity), UK SUB (UK SUBsidiary), Family (family/closely owned) Main activity: B (branded), O/L (own label) Rank: CE
(changed entity) NEW (new entry) Notes on specific companies: #2 Vion Food UK: Acquired by Boparan Holdings but results not yet consolidated in Boparan accounts

#16 Tulip: Part of Danish Crown but results not consolidated in Danish Crown UK accounts #21 Robert Wiseman: Acquired by Muller but results not yet consolidated in Muller accounts #27
Milk Link: Acquired by Arla but results not yet consolidated in Arla accounts #31 Woodhead Bros: Accounts filed as Neerock #64 Adelie Food Holdings: Accounts filed as Tigermetal TopCo
#99 Haribo: Accounts filed as Dunhills
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Cranswick

Turnover (€m): 995
Turnover growth: 13.7%
Operating margin: 5.6%
Margin change (% pts): +0.1

7 by of byplity

“PEELED PLUM TOMATOES=

[ ]
LDH (La Doria)
Turnover (£m): 309
Turnover growth: 19.6%
Operating margin: 4.0%
Margin change (% pts): 0.1

UK-listed meat producer | The private label
Cranswick recorded supplier’s near 20%
strong organic growth annual growth was

in the UK and its export driven by volume
business. UK revenues increases in core

grew 14.6%, driven categories and NPD. It
by premium product leveraged its dominant
development in core position in private
categories and moving label canned tomato
into new sectors. It (40% share) and baked
invested £28m in beans (52% share) to
infrastructure during increase penetration —
the year, including adding to its key Tesco
commissioning a pastry | and Asda accounts,
facility in Malton. by growing business
CEO Adam Couch put with Sainsbury’s,

its growth down to Morrisons and Co-op.
“efficient operations LDH benefited from the
and really good product | consumer shift towards
innovation.” Exports scratch cooking but it
increased 12.8% despite | also invested in new
the relative expense cardboard packaging to
of producing UK pork, improve margins and
driven by quality. help transportation.

p
DEFENCE]|
super smooth

DEFENCE
ENERGISE "

Innocent

Turnover (€m): 206

Turnover growth: 26.7%
Operating margin: 13.7%
Margin change (% pts): +19.2
After a false start,
Innocent’s successful
expansion into the

juice market helped

it to its highest ever
sales in 2012 and, more
importantly, to its first
profit since 2007. Having
9.6% share in juices
offset its decline in
smoothies (though it still
has 73% share). Juices
look set to overtake
smoothies as its biggest
revenue segment in
2013. Innocent has
innovated in a more
focused way in recent
years, tweaking flavours
and packaging in 2012
and launching new
product ranges (such as
Super Smoothies) and
new pack sizes.

HARIBO

KIDS AND GROWN-UFS LOVEIT SO,
=
I

Haribo

Turnover (Em): 146
Turnover growth: 13.2%
Operating margin: 12.9%
Margin change (% pts): +0.5

NEW best
Mincg

Serves
4-5

Quorn Foods

Turnover (€m): 141
Turnover growth: 7.4%
Operating margin: 12.6%
Margin change (% pts):

Haribo continued -0.4%

its strong annual UK Quorn saw double-
growth in 2013, with digit growth in the UK
sales up £16.7m and (15.8%) and Europe
margins rising by 9o (16.7%0) to continue its
basis points to take strong recent annual
its share to 14.8% and revenue growth since
strengthen its position its 2011 private equity
as market leader in UK sale. Quorn was helped
sugar confectionery. by the fallout from the
New ranges, particularly | horsemeat scandal,
seasonal (Easter and but the brand also
Halloween) lines were benefited from wider
complemented by extra | trends related to health
marketing activity — and sustainability.
now accounting for Quorn increased its
21% of confectionery share of a growing

ad spend. Rising raw market to 24.3%,
material costs mean a helped by significant
slight increase in price ad investment — using
per kg, but that was also | Olympians Mo Farah
the result of smaller and Rebecca Adlington
packs and seasonal —and a revamp of the
lines. core range.

Which is not to say own-label producers can’t
thrive — OC&C points to LDH (La Doria) growing key
accounts and maintaining margin — but here size has
certainly been an advantage in leveraging scale. Those
own-label producers serving big accounts without such
cost advantages will find the tightening margins of the
retailers a tough place to operate.

Power shift?

The unprecedented disruption of the grocery retail
market is likely to bring profit pressure on many suppli-
ers, but the balance of power might actually be shifting
in their favour. Theloss of power of the big four coupled
with the declining number of smaller independents
potentially means there are more retailers of scale that
producers can address directly. The changing market
also exposes them to a number of growth channels that
have the potential to create value, enabling them to tai-
lor products more acutely to different shopper needs.

Hayllar adds: “Fundamentally what the changes in
the retail environment are doing is reducing the con-
centration of power [in terms of] the big retailers. In
some ways this changing environment is probably less
difficult for those companies with business models that
arealready better placed to access a more diverse array
of channels and activating those through different pack
and case formats.” He believes the disparity between
the market’s winners and losers is likely to become
wider, but there are several core strategies companies
can adopt to mitigate downside risk.

Instead of chasing absolute scale efficiencies, pro-
ducers should think more strategically about customer
(and consumer) demand. It may well be more efficient
to produce standardised products at the lowest cost
per unit possible, but given the widening variety of
channels and consumers, making identical products
is unlikely to be the way to generate the most profit.
The trick is to find efficiencies while creating more
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cover story oc&c 150

101 A 14 |Lactalis Nestlé Chilled Dairy Co FAMILY 144 111 29.6 0 1 nfal] 02 -12 14| 11 -133|12/12| B
102 A 15 QuornFoods PE 141 131 7.4 18 17 40| 12,6 13.1 -0.4| 171 17.5|12/13 B
103 V -1 |Kober FAMILY 140 132 5.6 2 2 25 1.5 1.7 -0.1| 309 25.0(12/13 | O/L
104 A 16 |Symington’s PE 137 107 276 12 9 321 88 8.5 0.3| 74.2 45.8)|02/13 B
105 A 1 |Zetar SUSID 136 128 6.7 1 4 -75.8 0.8 3.4 -26 3.0 12.6/04/13 | O/L
106 V -9 |Dairy Produce Packers SuB 136 139 -2.2 6 1 370.4 4.7 1.0 3.7, 8.4 2.0[12/12 | O/L
107 V -22 |Fayrefield Foods FAMILY 134 161 -16.7 1 1 7.4 0.9 0.7 0.2 51 5.5]12/12 B
108 V -3 |CPFoods (ux) SuB 133 128 3.4 2 3 -25.2 19 2.6 -0.7 3.8 5.8|12/13 | O/L
109 A 7 |BranstonHolding FAMILY 130 111 18.0 1 6 -90.0| 0.5 57 -53 2.3 22.1/07/13 | O/L
110 Lantmannen Unibake UK FAMILY | 130 79 65.1 -4 3 nfa] 30 -41 10| 59 -93|12/12| B
111 V -4 |Global Foods FAMILY 130 127 1.8 2 1 419 1.4 1.0 0.4| 17.7 14.7|04/13 | O/L
112 V -4 |Randall Parker Foods FAMILY 128 122 4.8 2 2 -115 1.4 1.7 -03| 13.6 15.8/09/13 | O/L
113 V -2 Walkers Shortbread FAMILY 123 119 3.6 15 9 68.2| 119 7.3 4.6 | 22.2 14.3|12/12 B
114 V -5 |ParkCakes PE 117 119 1.7 -1 -2 nfa| 1.2 1.4 0.2| -5.2 -59|03/13| O/L
115 V -2 |Browns Food Group FAMILY 117 104 123 7 4 66.1 5.7 3.9 19| 119 8.5|12/12 | O/L
116 A 13 |New Zealand Farmers SUB 117 100 17.3 1 -5 nfa| 04 -53 58| 39 -36.4(09/13 | O/L
117 V -7 |Daniels Chilled Foods SuB 117 119 -2.1 0 7 -95.2 0.3 6.2 -59 0.9 19.9|06/13 B
118 W 0 |Natures Way Foods FAMILY 113 109 4.2 8 7 207 70 6.1 1.0/ 27.3 22.5|03/13 | O/L
119 W 0 |Nichols LISTED 110 107 2.2 19 21 91| 173 194 -2.2| 49.0 64.7|12/13 B
120 A 1 [Tilda FAMILY 107 104 3.1 6 2 1575 5.2 2.1 3.1 114 5.3]12/12 B
121 A 7 |KanesFoods FAMILY 105 101 4.8 7 10 -33.6 6.4 101 3.7 9.8 16.4/03/13 | O/L
122 A 1 |HPFoods SuB 104 104 0.0 43 50 -13.0| 419 48.2 -6.3| 683 72.1|04/13| B
123 A 9 |Country Style Foods FAMILY 104 95 9.0 5 4 39.0 5.0 3.9 1.1| 24.7 20.8|04/13 | O/L
124 A 12 |Banham Poultry FAMILY 104 93 11.1 1 -0 n/a 1.3 -0.1 1.5| 16.7 -1.5|09/13 | O/L
125 V -21 |DoleFresh UK SuB 103 131 -21.1 3 4 -33.1 2.5 29 -0.4| 147 23.0|12/12 | O/L
126 V -1 |Lyons Seafoods SuB 102 102 -0.0 6 6 142| 63 56 0.8 20.4 16.8|/06/13| B
127 A 12 |Scottish SeaFarms SuB 102 89 15.0 6 14 -56.4 59 155 -9.6 94 23.1|12/12 | O/L
128 A 5 |Kettle Produce FAMILY 102 95 76 1 -1 nfa|] 12 -06 18| 49 -2.3|06/13 | O/L
129 V -3 |Pinguin Foods UK SuB 101 101 -0.1 -3 -6 nfa| -3.1 -6.4 3.3| -5.3 -11.2/03/13 | O/L
130 A 4 |Stateside Foods SuB 101 94 6.9 8 5 66.6 7.6 4.9 27| 200 11.7]02/13 | O/L
131 A 9 FenmarcProduce PE 100 87 153 2 3 -27.0 21 33 -1.2| 146 23.2/06/13 | O/L
132 V -8 |Stonegate Farmers FAMILY 99 103 -4.4 3 4 230, 2.8 35 -07| 6.6 8.4|0913 | 0O/L
133 V -2 |Green Label Foods FAMILY 98 97 1.6 3 2 70.4 3.0 1.8 1.2 9.5 5.7 12/13 B
134 V -12 |Fletchers Bakeries PE 95 99 -4.2 -0 3 nfa|] 03 27 31| -0.7 5.9/|03/14 | O/L
135 A 2 |Barfoots of Botley FAMILY 92 91 1.2 3 2 3.4 2.7 2.6 0.1 19.0 21.7|12/12 | O/L
136 A 2 |Armaghdown Creameries FAMILY 92 89 32 1 1 -149| 1.0 12 -02| 52 6.4]0913 | O/L
137 A 10 |Lindt & Sprungli (ux) SuB 91 83 9.8 2 3 -36.1 2.3 4.0 -1.7 88 16.0|12/12 B
138 A 4 [BELUK SuB 90 85 6.0 2 -1 nfa| 22 -13 35| 99 -58|12/13| O/L
139 A 6 |Alpro SuB 90 83 7.7 3 3 245 3.8 3.2 0.5 8.0 6.9 |12/13 B
140 Silver Fern Farms (ux) SUB 89 76 183 0 1 72| 05 0.7 -01| 3.2 4.8/09/13| O/L
141 A 9 FrankRoberts & Sons FAMILY 89 81 9.9 10 6 620 111 7.5 36| 26.6 19.2|08/13 | O/L
142 Paynes Dairies FAMILY 87 75 16.5 0 1 -99.1 0.0 1.6 -1.5 0.1 10.3/04/13 | O/L
143 V-2 |English Provender Company FAMILY 87 85 21 6 5 250, 71 58 13| 357 28.1|08/13| B
144 A 2 |Dairygold Food Ingredients SUB 8 83 338 1 1 43| 13 14 -0.1| 3.2 3.0|12/12| O/L
145 ]Il Highland Spring FAMILY | 86 80 80| 3 3 -241| 34 44 13| 77 9.2|1212| B
146 A 2 |The Scottish Salmon Company FAMILY 85 82 38 2 3 nfa|] 26 -40 6.6 25 -40/[12/13| O/L
147 V -4 |Maple Leaf Bakery UK SuB 84 100 -16.1 -1 -4 nfa| 4.6 37 21| 37 -96|12/12| B
148 V -13 |F Smales & Son (Fish Merchants) FAMILY 83 94 -10.9 2 1 581 20 11 09| 270 20.1|08/13| O/L
149 Kettle Foods SuB 81 77 5.2 9 12 -216| 115 154 -39| 39.0 52.9)|07/13 B
150 Monaghan Mushrooms SuB 80 69 15.6 0 0 -742| 04 06 -05| 04 24|12/12| O/L

Methodology: Index ranks the UK’s leading food and soft drink manufacturers and processors. In some cases (including PepsiCo and Heinz) it has not been possible to provide fully
consolidated group accounts. Some companies include returns from international (e.g. ABF, Hilton Food Group) and non-food (eg Unilever) operations where it was not possible to separate
based onaccounts. Ownership: Listed (publicly listed), PE (private equity), UK SUB (UK SUBsidiary), Family (family/closely owned) Main activity: B (branded), O/L (own label) Rank: CE
(changed entity) NEW (new entry) Notes on specific companies: #2 Vion Food UK: Acquired by Boparan Holdings but results not yet consolidated in Boparan accounts

#16 Tulip: Part of Danish Crown but results not consolidated in Danish Crown UK accounts #21 Robert Wiseman: Acquired by Muller but results not yet consolidated in Muller accounts #27
Milk Link: Acquired by Arla but results not yet consolidated in Arla accounts #31 Woodhead Bros: Accounts filed as Neerock #64 Adelie Food Holdings: Accounts filed as Tigermetal TopCo
#99 Haribo: Accounts filed as Dunhills
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Commodity pressures ease

The virtual elimination
of inflation from the
market has done no
favours to supermarkets
as they’ve been unable
to hide the lack of
growth (indeed negative
growth) in their big
stores. But from a
supplier perspective, not
having to contend with
the rampant commodity
inflation of 2011-13,
which drove retail prices
up, will come as a relief.

Analysis by The
Grocer in July showed
grain prices are down
by double digits year on
year. Milling wheat is
down 13.4% and wheat
feed is down 21.17%
year on year — due to an
expected global glut.

EU sugar prices also
fell (from €700 a tonne
in 2012 to less than
€600) as, worldwide,
sugar is set to deliver
a fifth consecutive
global production
surplus, according to
the International Sugar

Organization. With a
surplus sugar mountain
of 1.31 million tonnes for
2014/15, prices will be
weak.

Dairy is also looking
like a relative bargain.
The wholesale price of
milk powder is down
25% on last year, while
butter prices fell 20%.
Cheddar is down 10.4%.

And it’s not just food
prices that are falling.
Gas may have moved up
following EU sanctions
on Russia, and over
concerns Ukraine may
block Russian supplies
from entering Europe,
but year-on-year
gas prices are much
cheaper, down 35.6%.

However, it seems
manufacturers take
a similar line on the
price of commodities
to the one conservative
analysts take on the
global economy. At
best they are cautiously
optimistic. “The
pressures have subsided

since the impact we
suffered over 2011, 12,
13 and in early 2014, but
we’re always mindful
they can return,” says
Cranswick CEO Adam
Couch. “It just takes

a poor harvest for
wheat, or speculators
coming back into the
marketplace.”

A Quorn spokesman
adds that the volatility of
the last few years means
“net, our total costs have
gone up. Even as we
look forward, certain
[goods] are falling like
meat, but [ingredients]
like eggs are going up.
Unless you are tied to
one big commodity,
most manufacturers
have seen a little bit of
cost pressure.

“Some goods are
clearly falling, and
that might be helpful,
but if you are buying
across a whole raft of
[ingredients], by and
large everything goes up
alittle bit.”

tailored and relevant products that can be sold for a
higher price.

“Efficiency of operations really is an obsession for
us,” says Cranswick’s Couch. “But that means invest-
ing in facilities and having quality management on
the ground. We’ve seen the mistakes others have made
trying to cut back and centralise certain functions that
don’t suit being centralised.”

Rethink products

Being able to adapt to changing consumer demands
means rethinking product and pack architecture,
ensuring good presence in growth formats and retail-
ers, and investing in long-term distinctiveness.

OC&C’s Hayllar draws an analogy between the food
industry and car manufacturers — these days auto
firms will generally have a great amount of common-
ality across engines and chassis formats as they are
prohibitively expensive to re-engineer. But while car
firms insist on efficiencies on these costly components,
they are innovating and look for differentiation around
other, cheaper and more flexible aspects of production,
such as body shapes.

“Like car manufacturers, food and drink producers
need to be efficient at the things where there are big
scale advantages, while managing to get the tailor-
ing right in the places where it’s most valued,” he says.

Fundamentally, both grocery retailers and produc-
ers are facing urgent threats to their business models.
While the temptation may be to aggressively look to
deflect profit pressure on to each other, it may well be
that the retailers and producers that can find common,
mutually beneficial ground are the ones most able to
forge genuinely successful relationships.

“You’ve got to be able to create win-wins with your
customer,” says Innocent’s Lamont. “In this market you
need to avoid getting into difficult confrontations with
retailers, instead you need to think about how these
situations can be turned into opportunities for both
of you. If you can’t do that, in a difficult market you’re
going to struggle.”

Retailers and suppliers increasingly need to put their
heads together and work out ways to take out inef-
ficiencies between the different steps of the supply
chain to be able to keep prices in check without slash-
ing profitability.

Thereislittle doubt suppliers are facing the toughest
grocery market in many people’s working memories.
But that does not mean revenues must necessarily be
squeezed and margins cut. Instead, these market dis-
ruptions create very real opportunities for those pro-
ducers that can adapt fast and get it right. For those
that can’t, the 2015 OC&C Grocer Index will make for
even more uncomfortable reading.
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The Top 150 Food & Drink Suppliers survey is supplied
by OC&C, a consultancy offering strategic advice to
top management on the most complex issues in FMCG.
To find out more about the Top 150 study contact OC&C
0n 020 7010 8000 or visit www.occstrategy.com
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2014 is a year of unprecedented turmoil in the grocery landscape, with accelerating channel shifts away from
the Big 4 large format stores creating new challenges but also opportunities for producers. Our annual review
of the UK’s Top 150 food and soft drink producers shows that producers entered this challenging environment
with profits already close to their all-time low, suggesting that real change is needed in the way suppliers and
retailers work together to shape a profitable future.

These times of change for the industry pose a number of questions for producers:

®  Have | got the right balance between effectiveness versus outright scale efficiencies to address a fragmenting
consumer and customer landscape?

®  Am I well represented in the right range of channels to capture the pockets of growth in the market?

®  Am | making the right proactive moves to ensure that our business seizes on market disruptions to step change
our competitive position?

If the OC&C Grocer Top 150 feature and these themes resonate with you we'd love to meet up and share our
thoughts with you.
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