900¢ AON

Ay ﬁ dnoutp juswabeuely pasueapy _
dnouip jJuswabeuep pasueapy (omsv) sjooyds Buique -
(omsv) sjooyds Bunieays - Joedi] DONOI3 -
SAIRY ARy (vasv) wnisodwAs eyaqly - >u__m=_.u 1891 - d
QU3BINQ o DMSV / DV4V sjPaysioed - j011d >Po}4 10}UOW : 10jid xoeqpa9y sseade) -
dUSSM * BfuijpueH auewnye sdoysyIoMm - sjoaysioed Buipe.tn do1u0.1329)3 -
vasve SlejloaM |ewiuy 19jsuesy ABojouyday oAy
JModx3 pue sisawoq [ _ Amoouv EYTEr]
IDHEW 23399 SOUB||[PAINS 8,BUYOLe ssoplousEIs / IMSV vasy / quel exaqly / DMSY- _ (9007) 6uns) Atosuss 101 @I 21U04303)3
_ w>_um._u_:n aidesdse isuosiery 3en Qv - 99M 343 ,uidoy - paje|dwo)
Ay juawabeuely aseasiq .mwu_ﬂnﬂs ﬁ (002) suoney j0|pa34 ~
rum__v:n__ / audvv [ APy e _ No__n FETETITER)

anua) daays gy aQudvy ! ) 1012

3 dosus 1300 | Qudvy eyaq)y suig Qv - pesl 19foid APV b11o3]3 _ (5007) ,S301d 03u1 Bug, _

weib0.d dDIVH 813ua) oju1by (¥002) s1PeU0) J9pa3y
SAIDY rwhmm °°°E E-—NEIF_O SAIY w>__«u< _
ISV — |euoneutajur w>__uu< quieT eyaqly Qu4vV — pea) 1afoid SAIPY QAIPY QAIOY
4SD — |euolieN (666T) dH4IM* uonowo.d queT. sajepdn Jouped SO _ (¥002) 10|p334 e1iuUNS _ _ (5002) |el1] ssedsed _ (#002)buniid xapux _
|enulnoid auIsind euolbaye
:uostel] Aysnpug e_u_mw_." H20i4 S1oMJewW J03UIp uLlege m;__uU<
v N e
JMSV pes] 190oid Ayjqeiyold DMSV - pes] 1o0oid I Sy Qu4vy pes| 1afoid Sjes|y es1squns pes| Pafod
ssaualemy ‘ajeay xooyy ‘Adusiyye uondwnsuod (alo1d Ansnpur auion) sieapy emquns pesy pafoa | | (G00T) 399[04d 2415 | | (£00T) 109[01d quie]
Aniysnpul paseaJoul uononpo.d paseatdur quie| pasea.dul uoneduUNWWo) pue AdedoApy quie] puno.d-lesa )

sseaue) puejeye wniwaid el2unsg

juawdojanaq 39eW pue Asasnpui ~SqueT 1aneg bulpjing,,

33f01d quiet anjeA ybiH

ADILVYULS ININdOTIAIA AYLSNANI d33HS VLIH391V



Agriculture and Agri-Food Canada

Canadian Food Trends to 2020
A Long Range Consumer Outlook

2.4 DRINK YOUR MILK!

According to Health Canada (2003), about one out of
four women and one in eight men over 50 years of
age have, or will develop, osteoporosis. Half of
women over age 70 will develop the disease. Seven
in ten fractures in those over the age of 45 are due to
this disease. While there are many risk factors for
osteoporosis, calcium and vitamin D deficiency and
consuming too much caffeine or alcohol (which can
interfere with absorption), along with lack of weight
bearing exercise, have been identified as the lifestyle
and diet causes. The implication is that as the
population ages, the incidence of osteoporosis will
increase, as will the burden on the healthcare system
to treat the disease or provide living assistance to
those afflicted. Osteoporosis is a largely preventable
condition, requiring consumer education and diets
that provide @cium in a natural form, in fortified
foods, or as supplements. Dairy products are known
to be an excellent source of dietary calcium.

2.5 HIDDEN THREATS:
FOOD
SENSITIVITIES

True food allergies present a significant threat to
human health. Five to eight percent of Canadian
children and one to two percent of adults are
estimated to have true diagnosed food allergies®
Paradoxically, self reported incidences of food
alergies are higher at 7% of the adult and teen
population?®, suggesting that a greater degree of food
avoidance is practiced than is necessary. This rate
was fairly constant through the mid 1990's through to
2003.

The most severe alergic reaction is anaphylactic
shock; an extreme overreaction of the body’simmune

2 Health Canada: “Paper on the Allergen Control Activities
within the Canadian Food Inspection Agency”, April 17,
2003.

2 gtatistics Canada: “ Canadian Community Health
Survey”: 2001 and 2003. This study asked Canadians aged
12 and older about longterm conditions (at least six

months or more) that have been diagnosed by a heath
professional.

system, usually to a protein, starting with swelling,
difficulty breathing, cramps, vomiting and diarrhoea,
and may even result in death. According to Statistics
Canada, there were six deaths due to food
anaphylaxisin 1997 and eight in 1998 in Canada.*°

The peanut is the most commonly known food
allergen, where ingesting or inhaling even minute
amounts can trigger an anaphylactic shock in a highly
sensitive person. Complete food avoidance must be
followed. Some of the other common allergens
include:

* tree nuts (almonds, Brazil nuts, cashews,
hazelnuts (filberts), macadamia nuts, pecans,
pine nuts, pistachios, walnuts);

sesame seeds;

milk;

€ggs;

fish;

crustaceans (e.g. crab, crayfish, lobster, shrimp)

and shellfish (e.g. clams, mussels, oysters,
scallops);

soybeans;

% cereals containing gluten (wheat, rye, barley,
oats); and

% sulphites.

* k% ¥k *x Xk

*

Together, these ten food types account for 90% of
severe adverse food reactions within the Canadian
population>*

Food intolerances, a less serious form of food
sensitivity, are more likely to originate in the
gastrointestinal  system, rather than be an
immunological response. Food intolerances usually
mean an inability to digest or absorb certain foods, or
components of those foods. A common example is
lactose intolerance; a person with this condition may
be able to eat some cheeses, drink modified milk, or
use a dairy digestive supplement. Lactose intolerance
means the person does not have enough of the lactase

%0 Weisnagel, John MD., “ Peanut allergy: where do we
stand?’ http://www.allerg.qc.calpeanutallergy.htm. Note:
Figures for subsequent years were reportedly unavailable
because coding of deaths following World Health
Organization (WHO) guidelines does not specify deaths
caused by anaphylaxis related to foods or other causes.

%1 Health Canada: “ Paper on the Allergen Control Activities
within the Canadian Food Inspection Agency”, April 17,
2003.
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enzyme to digest the sugar, lactose, in milk. Some
people who are lactose intolerant or who are alergic
to milk rely on Kosher labelling, since strict Jewish
dietary laws prohibit the mixing of meat and dairy.

Anecdotal data posted on severa health related web
sites or presented in articles on the subject suggests
that food sensitivities (allergies and intolerances) are
increasing. For example, an August 27", 2004
headline in the Toronto Star warned: “Deadly
Allergiesareon the Rise.”

Whether thisincrease is real or perceived is unclear.
What is known is that there is greater public
awareness of food allergies through the media, school
programs, and the communications efforts of health
professionals and dedicated non-profit associations.
Better diagnostic techniques are undoubtedly
contributing to this apparent increase. Some
researchers point to the modern world's drive to
sanitize everything. It is suspected that with less to
react to, the immune system may be more likely to
over-react to substances that would otherwise be
harmless. Other research suggests that early exposure
of infants to a wider variety of allergens may be at
fault, including possible sensitization during
pregnancy or through consuming breast milk.®
Prepared baby foods may also contain known
potential food allergens. Awareness of this risk may
be influencing pregnant women and mothers of
young children to turn to natural and organic
products.

The three key consumer trends that are linked to the
food sensitivity issue are:

* Increased consumption of  convenience
(processed) foods and eating out. Allergens are
a significant problem in processed foods and
condiments, e.g. trace amounts of milk in
flavourings or seasonings may not be declared
on food labels. Peanut oils are frequently used
in prepared Asian dishes. Eggs can be found in
some unexpected items, such as processed
meats, breakfast cereals, marshmallows,
noodles and some cosmetics. Those allergic to
milk must watch out for ingredients such as
sodium caseinate or casein. The sensitive
consumer must be very aware of food
ingredients and be able to read and understand

82 Zarkadas, M., Scott, F., Salminen, J., Ham Pong, A.,
“Common Allergenic Foods and Their Labelling in Canada
— A Review”, Canadian Journal of Allergy and Clinical
Immunology, Volume 4, No. 3, 1999.

food product labelling. Even so, cross
contamination may occur at any stage; from the
farm gate to plate, through, for example,
improperly cleaned equipment or utensils.

% Changing consumption of foods that present an
allergen risk. The best examples are soy and
tree nuts, both of which have shown growth in
recent years. An assumed increase in peanut
consumption has been partly blamed for arise
on peanut allergies; however, an analysis of
Statistics Canada food consumption data
indicates that through the last two decades of
the 20th century, peanut consumption fluctuated
between two and just under three kilograms
per-capita, peaking in 1995 and then showing a
declining trend. The reason for this decline may
be due to peanut avoidance because of
awareness of the allergy issue (including
outright banning in some schools or daycares
where peanut allergic students attend), or to a
decrease in peanut butter consumption; a
popular product with children but less so for an
aging population.

* Immigration, where certain ethnic groups may
have a genetic propensity to certain food
sensitivities such aslactoseintol erance.

The Canadian Food Inspection Agency (CFIA) has
been addressing food labelling regulations as it
pertains to food allergens, as well as testing foods for
compliance.

Certainly, reports of food recalls are another
contributor to increased consumer awareness of the
issue, as are reports of medical breakthroughs. For
example, medical research into identifying genetic
markers for food allergy propensity isunderway, asis
the development of effective antidotes.

Research that may lead to “designer foods” is also
being pursued. Examples include preventative drugs
to reduce or eliminate the reaction to the food
sensitivity (that could be taken separately or
incorporated into the reaction-causing food), and
plant breeding to eliminate the offending allergy-
causing proteins.

In addition to meeting the labelling needs of
consumers (including making the warnings
prominent, easy to read, and comprehend) the
opportunity to introduce alternative, alergen-free
products exists.

(j Serecon Management Consulting Inc.
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NoNuts Golden Peabutter

In 1998, Joe St. Denis, a 20-year Alberta pea
industry veteran who grows a wide variety of
edible peas and beans, started thinking about
innovative alternatives for processing his crops.
His quest for value-added options led him to
AAFRD’s Leduc Food Processing Development
Centre, where the concept for a spreadable pea
butter product was developed and perfected. Itis
completely peanut and nut free, made from
golden brown peas, in a nut-free facility. Other
benefits include no transfats, gluten and
cholesterol free, low in saturated fats, no salt
added, a source of Omega 3 polyunsaturated
fatty acids, Kosher, and excellent shelf life.
Peabutter, high in protein, is ideal for school
lunches, especially where peanut and tree nut
products are restricted because of allergies. It
can be used as a replacement ingredient in
recipes calling for peanut butter such as cookies,
squares, energy bars and sauces. | n recognition
of the innovation, Joe St. Denis received a Gala
award from Growing Alberta, the Grand Prix
award for new products from the Canadian
Council of Grocery Distributors and a Canadian
Agri-Food Award of Excellence for Innovation
from AAFC.

2.0 HEALTHY
ALTERNATIVES:
THE OPPORTUNITY

The opportunity for the food industry is to provide
consumers with healthier products in tasty and
convenient forms that contain less fat, less sugar,
more fibre, fewer calories, no hydrogenated (trans)
fats, less sodium or salt, less carbs, and more soy
protein (listed in order of frequency of mention in a
2005 consumer poll)*3. Reduction in portion sizes
should also be considered. Consumers are now
actively seeking lower calorie alternatives. For
example, between 2000 and 2003, ACNielsen
reported a 29% increase in retail grocery dollar sales

33 «Canadians on Healthy Eating”, T oronto: |psos-Reid,
January 2005.

of sugar substitutes, while sugar sales remained flat*
Sugar and sweetener substitute blends are now
available.

Brands associated with “low fat/calories’, including
private label options and brand linked to weight loss
programs, will continue to support the growth of the
prepared foods market targeted at the obesity issue.
The trick for marketers will be to place a positive
spin on the product changes so that consumers don’t
feel they are compromising pleasure. “Low carb” for
example just sounds like it might not taste as good or
that these foods would only be for those following
this type of diet, while “high fibre” conveys a
healthier benefit with broader appeal. The same holds
true for negative perceptions associated with food
additives or artificial substitutes, e.g. “no sugar
added” versus “artificially sweetened”. Stated
elimination of “bad for you” ingredients, additives or
preservatives will continue to strike a cord with label
readers, for example trans-fat; MSG or gluten free,
sodium reduced, etc.

Prepared meals targeted at calorie conscious
consumers take the guess work out of calorie
counting. They can meet the needs of a single dieter
within a household, and heat and serve options
reduce the dieters' involvement with food preparation
and therefore therisk of snacking while cooking.

The food service industry is already responding with
calorie-reduced options or smaller portion sizes.

Fast Food Outlets Adds Salads to Combat Their
Junk Food Image

Expect more proactive changes from major food
manufacturers as they scramble to avoid “1'm-
fat-and-it's-your-fault” lawsuits. They'll provide
better formulations, healthier snack options,
eliminate transfats, and more. For example,
McDonalds introduced a walnut and fruit salad
in 2005, and Wendy's offered a cut fruit and
yogurt dip option.

2.6.1 Making Every Bite Count

With greater awareness of the links between diet and
specific health issues, expect to see more functional
foods targeting the wellness concerns of consumers
as identified in the introduction to section 2 of this

34« Annual Canada Consumer Expenditure Study Food
Grocery Products (2003), Prepared for Agriculture and
Agri-Food Canada’. Toronto: ACNielsen, March 2004.

(f Serecon Management Consulting Inc.
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document. Further, endorsements by various health
related organizations of certain foods or brands (as
evident by package symbols, promotional campaigns,
reports on the Internet and in the media, recipes and
so forth) will undoubtedly influence consumer-
purchasing decisions by lending credibility to food
manufacturers’ claims.

The knowledge that foods provide more than basic
nutrition and energy is not new. What has evolved is
a push for “proof”’; demonstrated physiological
benefits or the reduced risk of chronic disease as a
result of consuming certain foods, whether in their
natural form or fortified. Some common examples
include:

% consuming carrots to prevent eye diseases,

* drinking cranberry juice to address urinary tract
infections;

*% consuming dairy products to counter
osteoporosis, increasing fibre intake to prevent
colon cancer and improveintestinal health;

% eating blueberries and certain vegetables with
anti-oxidant properties to prevent cancer or
slow the effects of aging;

* consuming fish oils (containing Omega- 3 fatty
acids) for norma growth and development,
mental capacity and cardiovascular health;

* eating tomatoes (lycopene) for prostate health;

% taking glucosamin for arthritis;

* drinking red wine (for cardiovascular health);
and

% consuming soy products and evening primrose
to reduce the symptoms of menopause.

Driving the acceptance of fundional foods and
nutraceuticals (FFN’s)*® are a number of factors:

* increased awareness by the public and the
health care industry of health concerns, the role
of diet, and the benefits of prevention given
raising health care costs. Certainly increasing
life spans and a push for maintaining quality of
life comes into play;

* apreferenceto “self-medicate”;

%5 Health Canada defines functional foods as foods shown
to have a ptysiological effect or that are known to reduce
chronic disease. Nutraceuticals are products derived from
food which are sold in amedicinal form for the same
potential health benefits.

* acceptance by consumers and health
professionals of the benefits of FFN's,
supported in many cases by scientific research;
and,

* the business opportunity presented to the food
industry by offering differentiated products
with enhanced profit margins to the
marketplace.

A 2004 study identified that many Canadians are
receptive to using food as a way to prevent disease
and improve health. In fact, four in five Canadians
expressed interest in learning more about foods that
have health benefits beyond basic nutrition and may
reduce the risk of disease or other health concerns.
Canadians get such information from doctors, the
Internet and friends and relatives, athough they
consider dietitians, doctors and pharmacists to be the
most credible sources>®

Looking ahead, the market for FFN will continue to
be dependent on research and the effectiveness of
communicating to the consumer, but perhaps even
more so, on the evolving regulatory and labelling
environment.

Health professionals will continue to be a key link in
the consumer education process, but must be assured
of the safety of FFN’'s as well as their relevance
within the context of the total diet prior to actively
recommending them. Finally, research has shown
that consumers are more accepting of such foods that
are in a less processed form, for example, yogurt,
cheese, cereals, and bread. In fact, a survey of health
professionals  supports a  preference  for
recommending FFN's in their naturally occurring
form. The exception is Naturopaths, who are more
accepting of supplements .3’

Parmalet | ntroduces Omega-3 Products

The introduction of convenient sources of
Omega-3 milk (Beatrice brand), Black Diamond
cheddar cheese, ASTRO yogurt, and Lactantia
margarine is designed to help Canadians
include this essential nutrient in their diet.

38 Source: “ Demand for Food Products Supporting Health
and Wellness, Final Report, Prepared for Agriculture and
Agri-Food Canada’, Ottawa: Decima Research Inc. June
2004.

87« Functional Foods and Nutraceuticals, Survey among
Health Professionals (Phase 1), Prepared for Agriculture
and Agri-Food Canada’, Ottawa: Environics Research
Group, May 2004.

(j Serecon Management Consulting Inc.
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Dietitians estimate that Canadians are getting
less than a third of their daily Omega-3
requirement, mainly because the options (cold
water fish and to a lesser extent, Omega-3 eggs)
are restrictive and inconvenient. Fish oil
supplements are the least preferred method for
obtaining this nutrient. A study undertaken by
| psos-Reid for Parmalet in 2004 revealed that
half of Canadian consumers have heard nothing
to very little about Omega-3 and an equal
number were unaware of which foods and
beverages contain Omega-3, indicating that
consumer education is still required on thisissue
to support the widespread adoption of these new
products.

Source: Canadian News Wire Group, February 16,
2005.

The opportunities for FFN’s are not limited to new
“designer” or fortified foods. Awareness and
appreciation of the medicinal benefits of ancient
natural and herbal remedies is growing within the
emerging Natural Health Products category. Cultural
diversity will continue to support acceptance of
traditional products such asteas.

A significant opportunity exists to promote calcium
rich fruits and vegetables, dairy products, and
calcium fortified food such & juices and cereals to
combat osteoporosis among aging adults. Non-dairy
aternatives have particular application for those who
are lactose intolerant, vegetarians or Asian
immigrants for whom dairy products are not
traditionally abig part of their diets.

Marketers are also responding with gender specific
food and beverage offerings. For example, in the
U.S., such products targeted at the nutritional needs
of women averaged 80% annual growth between
2000 and 2004 and a further thirteen-fold increase
was forecast to 2009.%

38 “ Sgles Food and Beverages for Women Grow Ten-Fold
Between 2000 and 2004, According to New Report”, New
Y ork: Packaged Facts, June 23, 2005.
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3.0 CHANGING TASTES

3.1 THE ETHNIC
MARKET

Canadian food patterns are influenced as much by the
food preferences brought by immigrants from their
home countries, as by exposure of the genera
population to different foods and methods of
preparation. This exposure is supported by:

* the proliferation of ethnic food restaurants;

* the availability of imported and exotic foods in
grocery and specialty stores;

* the development of ethnic foods produced
localy which are migrating into the
mainstream;

% the opportunity to learn about new recipes and
food preparation through the media (e.g. cable
TV, celebrity chefs, newspaper features, and
specialty magazines), the Internet, cooking
schools, cookbooks, and food fairs; and,

% a growing awareness of the health benefits of
following certain diets or consuming specific
foods common among some ethnic cultures.
Examples include olive oil (Mediterranean
influence), red wine (French influence), fish
(Asian influence), and meatless dishes (Indian
diets).

Canadians are increasingly exposed to different
cultures through work, school, friendships, mixed
marriage, and travel. With globalization, attitudes
toward trying new foods are becoming more
adventuresome and open. The food experience
continues to be a focal point of social and family
gatherings, particularly at home, supported by the
social trend to “cocooning®™” typified by the kids-at-
home lifecycle stage. Many consumers are willing to
pay for higher quality and diverse ingredients for
these special meal occasions. Even inter-provincial
migration due to job mobility is having an impact on
“east meets west” food traditions in Canada...
poutine available in Alberta being a casein point.

39 “Cocooning” was aterm coined by American author
Faith Popcorn in the 1990's.

Two food trends, diversification and fusion, had
emerged by the millennium Diversification is
represented by the proliferation of distinct foods,
specialty stores, and restaurants focused on
traditional ingredients, recipes or types of cuisine.
Fusion is combination of two cuisine types or ethnic
styles. A newer wave, “blended cuisine”, takes fusion
one step further. Chefs create blended dishes by
focusing on a specific flavour or ingredient and
building adish around it, while consumers blend food
concepts (i.e. Greek quesadilla or the chicken
enchilada quiche). The most frequently blended
cuisines are Asian, Mexican and Mediterranean®.
Increasingly, the more creative chefs are participating
in organized events and expert opinion research to
identify hot new trendsin the food industry.

3.1.1 A Melting Pot or the Canadian
Mosaic?

While our population continues to be reflective of
British, European and French ancestry, increasingly,
many residents (about two in five) are simply
declaring their ethnic origin as “Canadian”,
suggesting a movement to a “melting pot” profile, at
least among Caucasians, not unlike the United States
(Figure 3.1).

In 2001, 13% of the Canadian population was
considered to be a “visible minority”, up 2% from
1996, and afour-fold increase over 1981 (Figure 3.2).
These citizens may have been born in Canada or were
new immigrants to this country. The changing face of
the Canadian population has been projected forward
to 2017, at which time, visible minorities will have
grown to nearly 21% of the population. The South
Asian population is expected to increase the fastest.

40 “Culinary Professionals |dentify What's Next in Food
Trends’, www.FoodProcessing.com, April 15, 2005.

(j Serecon Management Consulting Inc.
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Figure 3.1: 2001 Ethnic Origin of
Canadians (Thousands)
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Single response mean that the respondent only declared one
ethnic origin, multiple means they declared more than one.
Overall, 62% of the population declared just one ethnic origin
in 2001 and 38% declared multiple origins. The sum of the
bars exceeds the total population @0 million) because of
multiple responses.

“North American” includes 11.7 million people (both single
and multiple mentions) or 39% of the population who
identified their ethnic origins as “Canadian”, excluding
aboriginal origins (Inuit, Métis and North American Indian).
This was up from 31% of the population in 1996. In total,
23% identified their ethnic origin as Canadian and no other in
2001, up from 19% in 1996.

Source: Statistics Canada, 2001 and 1996 Census of

The source of immigration to Canada changed
dramatically over the last half of the 20" century.
Historically, European nations such as the United
Kingdom, ltaly, Germany and the Netherlands, as
well asthe United States, were the primary sources of
immigrants to Canada. Today, most immigrants come
from Asian countries (most notably the People's
Republic of China and India) and the Middle East.
Asian cooking influences are creeping in from other
countries such as Japan, Thailand, Korea, Vietnam,
Malaysia and Indonesia. In response, ome of the
ingredients now available in Canadian supermarkets
include rice noodles, basmati and jasmine rice,
coconut milk, gingerroot and curry pastes.

Figure 3.3: Immigration to Canada by
Region of Birth

Population, 20% Sample Data

Figure 3.2: Trends in Visible Minorities in
Canada 1996-2017 (Thousands)
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Source: Statistics Canada: Population Projections of Visible

Minority Groups, 2001-2017

Table 3.1 shows that in 2001, one in five Canadians
(5.6 million) indicated that they were born outside of
the country. Just over one million people, or about
4% of the total Canadian population, arrived within
the five years prior to 2004. By 2017, it is projected
that 22%** of Canadians will have been born outside
of the country, reflecting the increase in immigration
and declining birth rates among second and third
generation Canadians.

Diets vary greatly by continent of origin, as
illustrated in Table 3.2, because the mix of foods
consumed largely depends on economic conditions.
Asian and African diets rely on cereas for @orie
intake at double the rate of North America. Roots and
tubers are an important food source in African
countries. Not surprisingly, the North American diet
is strongly influenced by British and European

1 Source: Statistics Canada: Population Projections of
visible Minority Groups, 2001-2017, Scenario B

(j Serecon Management Consulting Inc.
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traditions, although we consume more calories from | sugar and rely less on cereal grains.

Table 3.1: Where New Canadians Come From

% From Country of 5Year Changein
L ast Permanent Number of Main Food I nfl in Canad
Residence Immigrants2 an Food nfluences in L.anada
1999-2003
Asia 61 +31 Chinese, Indian and Middle Eastern
UK (meat and potatoes) Italian,
Europe 18 -3 French, Mediterranean, Eastern
European
Africa 9 +63 African and Moroccan
North and Central America, 7 +11 Fast Food
Oceania Hispanic (Tex/Mex)
South America 4 +123 Spanish/ Mediterranean
Austradia <1 +39 Insignificant

Thousands Immigrating

1999-2003 1118 2t

12003 Preliminary, includes landed immigrants only
2 Percent change in absolute numbers of immigrants — 2003 over 1998

Source: Canadian Immigration by Country of Last Permanent Residence, January-December 1997 to 2003, Citizenship
and Immigration Canada

Table 3.2: Contribution of Food Groups to Global Diets
% of Calories from Food Group 1999-2001
Meat, Vegetable  Sugar and

Cereals R?ﬁfe?;d Poultry Oilsand Sugar MCILlja;ned Other?

and Offals Fats Products
North America 23 3 12 15 17 10 20
Europe 31 5 11 12 11 9 21
Asia 56 4 7 8 6 3 16
Africa 50 14 3 8 6 3 15
Latin America 36 4 10 10 17 6 17
Rows add to 100%

1 Other includes fruit, vegetables, pulse crops, nuts, fish, eggs, alcoholic beverages, etc
Source: Food and Agriculture Organization of the United Nations

Profiles of the food traditions that will most influence Peking Style: Northern and north-eastern regions
the Canadian cuisine in the early part of this century of China. Favours steaming and poaching; wheat
follow. flour dishes are popular and rice is reserved for

special occasions.

A Profile of Chinese Food Traditions L )
Cantonese Style: stir fried or steamed, featuring

Chinese food is characterized by three distinct fish and seafood because of the proximity to the
styles, representing different regions from sea in the south

mainland China, to Hong Kong, Taiwan and

Singapore:

(j Serecon Management Consulting Inc. 18
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Szechwan-style foods are spicy and oily,
featuring hot pepper and pepper sauces.

The traditional diet is based mainly on rice,
noodles and fresh vegetables. Soybeans are a
staple and meat and fish are reserved for special
occasions.

Dairy products have not traditionally been
popular, although cheese and ice cream are
gaining acceptance; soy milk is preferred to
cow’ s milk.

Pork, poultry, lamb and mutton are the preferred
meats, often pickled, barbequed or stir-fried. Beef
israrely eaten.

Peanut and corn oils are preferred, and
flavouring usually comes from sauces like soy,
shrimp paste, plum sauce, oyster sauce, hoisin
sauce and bean paste which add variety to dishes.

Tea isthe most popular beverage.

The evening or family meal is the most important
meal of the day. Large gatherings or special
occasion meals are more often consumed at a
food service establishment, than prepared at
home. Street vending is also popular.

Source: “ Influence of Immigration on the Ethnic Food
Market in Canada”’. Ottawa: Agriculture and Agri-
Food Canada, Food Bureau, October 2001.

A Profile of South Asian Food Traditions

South Asian food influences stem from the
countries of India, Pakistan, Bangladesh and Si
Lanka, but are largely directed by the religious
traditions of Hinduism, Skhism, Buddhism, and
the Muslimfaith.

Traditional diets are dependent on grains such as
rice, wheat, corn, millet and barley, legumes such
as lentils and chick peas that provide protein, and
some fruits and vegetables. Fruits and vegetables
are rarely eaten fresh; most are pickled or
processed into chutneys and condiments.

Dairy products, including milk, yogurt and
buttermilk are popular, especially among
vegetarians.

Goat, lamb, buffalo and chicken are the most
popular meats, frequently barbequed or curried.
Consumption of beef and pork is dependent on
religious affiliation.

Vegetable oils are popular, but clarified butter or
“ghee” ispreferred by those who can afford it.

Many South Asians have a sweet tooth; desserts
are often purchased rather than home-made and
use milk or rice asthe base.

There is also a taste for spiced, salted and sour
snacks.

Source: “ Influence of Immigration on the Ethnic Food
Market in Canada’. Ottawa: Agriculture and Agri-
Food Canada, Food Bureau, October 2001.

A Profile of Middle Eastern Food Traditions

In Canada, most immigrants of Middle Eastern
origin come from Egypt, Iraq, Jordan and
Lebanon outnumbering those of West Asian
origin  (Afghanistan, Armenia, Iran, Israel,
Kurdistan and Turkey) by about two to one.

Locally grown wheat, legumes, fruits, vegetables
and olives aretypical.

Pita bread is dipped in saucesor filled with meat,
legumes or vegetables.

Lamb and mutton are the most popular meats,
although chicken has gained in recent years.
Beef, veal and turkey are also consumed, while
fish and seafood are popular along coastal areas.

Dairy products, mainly yogurt and cheese, are
most often made from sheep or goat’s milk.

Nuts and seeds, particularly almonds, pistachios,
pine nuts and sesame seeds ar e eaten as snacks or
asa main dish ingredient.

Olive qil isthe fat of preference.

Processed foods and animal products are often
associated with wealth and wester nization.

Those of Middle Eastern origin spend a higher
proportion of their food dollar in specialty food
stores, relative to other immigrants.

Source: “ Influence of Immigration on the Ethnic Food
Market in Canada”. Ottawa: Agriculture and Agri-
Food Canada, Food Bureau, October 2001.

In the early years of the 21% century, Asian influences
were eclipsing the previous trend to hit Canada.
South-western and Mexican cuisine were popular in
the 1980's and 1990’'s through the influences of
north-south trade and tourism activity. The Hispanic
population will grow to 56.3 million in the US by
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2025 and that group had an estimated purchasing
power of $300 billion US in 2005, arate that grew a
twice the pace of the genera population in that
country®. With the focus of American marketers on
the Hispanic culture expect to see a resurgence and
broadening of this influence in Canada, supported by
continuing trade and tourism activities with these
countries. Hispanic cultures encompass Mexico,
Latin America and the Caribbean, representing such
diverse countries as Guatemala, El Salvador, Puerto
Rico, the Dominican Republic, and Cuba. Many
popular Hispanic foods, such as bean and rice dishes
and tropical fruits, also fit with the healthy eating
movement.

Building on this trend, indications are that South
American cuisine may be the next wave to hit, with
ceviche bars (uncooked seafood marinated with lime
juice and chiles, following on the sushi bar tradition)
and Brazilian restaurants featuring churrasco (a
variety of skewered, grilled meats) already popping
up in the United States.

A Profile of South American Food Traditions

There are four gastronomic regions in South
America

Northwestern South America (the Andean regions
of Ecuador, Bolivia and Peru) represents some of
the most exotic foods on the continent. The potato
and the highly nutritious grain called quinoa
originated here. Peru boasts over 100 potato
varieties and is known for some of the spiciest
food in South America. A fiery yellow chile
pepper called aji amarillo is used in everything
from caucau (seafood stew) to papas a la
huancaina (a spicy, cheesy potato salad).

Spanish influences are evident in North Central
South  American (notably Columbia and
Venezuela). Food has a Mediterranean flavour,
incorporating spices such as cumin, oregano,
cinnamon and anise, fresh orange and lime
juices, olive oil and wine. Many dishes such as
tamales contrast sweet and sour tastes. Spanish
rice complements Venezuela’'s excellent seafood
in paella.

Southern South America (Argentina, Chile,
Paraguay and Uruguay) is typified by beef;
asados (large cuts, campfire roasted) and
parrillada (thick, oak-grilled steaks).

42 |nternational Dairy Deli Bakery Assn.

Accompaniments are simple but flavourful;
tomato, onion, pepper relish, a pesto-like parsley,
garlic and vinegar sauce called Chimichurri, and
Paraguayan corn bread. Coastal Chile is famous
for its seafood and eel soup.

Brazil’s cuisine is a meld of Mediterranean
influences brought by Portuguese settlers, foods
like okra, yams, peanuts, chile peppers and palm
oil from African slaves, and native exotic tropical
fruits and vegetables such as madioca (cassava
root), maracuja (passion fruit), and caju (cashew
fruit).

Source: Cooking Light Magazine, 2005

African and Moroccan influences are al so indicated.

A Profile of African Food Traditions

There are so many countries, regions, climates,
languages, cultures and traditions in the African
continent, that it is a challenge to describe a
typical cuisine. African food is strongly
influenced by local availability of foodstuffs, but
also by British and European, Asian and Middle
Eastern immigration and trade.

Common themes and ingredients include:
Sow simmering soups, stews and sauces,

Exotic spices and flavourings such as garlic,
Melegueta pepper, cloves, cinnamon,
nutmeg, turmeric, curry and cardamony

A diet rich in tubers and root vegetables,
such as yams, sweet potatoes and cassava;

Grains including millet, sorghum, rice and
corn, often baked into flatbread or served in
amush;

Peanuts (called groundnuts), other legumes
such as black eyed peas, and lentil;

Fresh fruit and vegetables including melons,
gourds, okra, plantains, greens, coconut,
breadfruit and lemons; and

Palm, peanut or coconut oil.

While chicken, pork and beef are the most
popular meats, as with fish along coastal areas,
game such as venison is also consumed. Meat is
more often used as a flavouring or secondary
ingredient, with starch as the main base.

Source: www.africaguide.com/cooking.htm
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Increasingly, new arrivals are attracted to Canada’s
three largest metropolitan areas, Toronto, Vancouver
and Montreal, accounting for about three quarters of
immigrants’ destinations. Other urban centres such as
Calgary and Edmonton are also becoming popular
destinations, given the economic growth prospectsin
Alberta. Identifying niche market opportunities for
targeting ethnic populations with specialty foods
necessitates an understanding of the concentration of
each of these populations in select Canadian
communities, as well as demographic differences
such as family size, median age, household spending
on food (total expenditure, spending for specific food
categories, and spending patterns through food
service by meal occasion, supermarkets or specialty
stores. For example, non-European immigrant
families are typically larger than those of longer term
residents of Canada, and Asian households tend to be
represented by a larger proportion in the heavier eater
age group, aged 15 to 64.

3.1.2 Faith and Food

Religious influences also play a key role in defining
food preferences (Table 3.3). Non-Christian
denominations are expected to increase from 6% of
the population in 2001 to about 10% by 2017. Those
following the Muslim religion will grow the fastest to
about 4% of the population (1.4 million persons).

An opportunity for Halal products produced in
Canada has been identified by Agriculture and Agri-
Food Canada. In a 2002 market report, it was
estimated that the world's Halal food trade was about
$150 billion per year. Approximately 15% of
Canada’'s federally inspected cattle slaughter and
35% of calf slaughter was produced in Halal certified
establishments. Domestic markets were identified as
major urban centres in Ontario, Quebec and Alberta,
and the east coast of the US. The increased demand
for Halal products in the Middle East, North Africa
and Southeast Asia represent export opportunities,
particularly to countries such as the United Arab
Emirates, Egypt, Maaysia, and Indonesia. Halal
certification is required, and export regulations, as
defined by the Canadian Food Inspection Agency and
the importing country must be followed. Acceptance
by foreign markets of beef slaughtered in Canada and
Europe following the discovery of BSE (bovine
spongiform encephalopathy) must ke monitored, if
exports are to be considered. Finally, consumer

directed advertising to create awareness, competitive
prices, consistent availability, and absolute
confidence in the Halal nature of the products are the
key success factorsto penetrate this market.

Kosher foods, another market niche, have expanded
in Canada, not because of an increase in the number
of those of the Jewish faith (the percent of those of
the Jewish faith in the population is actually
declining), but because of such reasons as:

* increased religiosity among Jews;

% concerns about food safety and a perception
that Kosher foods are produced to a higher
standard;

% increased availability of Kosher certification
(symbol labelling) as food manufacturers seek
to expand their markets. Estimates suggest that
half or more of packaged grocery goods are
kosher and national brands such as Coke, Kraft
and Heinz have obtained Kosher certification;
and

* assurance of the ingredient base for example
meat or milk free products if labelled as such,
that address other religious beliefs similar to
those of Orthodox Jews (Muslims, Seventh Day
Adventists and  Jehovah's  Withesses),
philosophies such as vegetarianism, or the
dietary condition of lactose intolerance. It is
important to note that the Kosher meat
slaughter process is not the same as the Islamic
rite of Halal.

The market for Kosher foods is very concentrated in
the major urban centres, particularly Toronto and
Montreal. Many stores in these cities have whole
sections devoted to Kosher products. In other
locations, Kosher products are harder to find or may
only be brought in around Passover in the spring.

General market trends toward convenience,
portability, snacking and healthy eating apply equally
to Halal and K osher foods.

(j Serecon Management Consulting Inc.
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Table 3.3: Religious Influences on Food in Canada
10 Year 16 Year Projected

Change 1991- Change Food Traditions
2001 %* 2001-2017 %*

Christian 77 +2 NA Meatless Friday was abandoned by Catholicsin
the 1990’ s but it may still be followed during
lent. Fish on Fridays continues to be atradition
in some households.

% of 2001

Population

Muslim 2 +129 +145 Do not eat pork, blood, carnivorous animals,
birds of prey, or land animals without external
ears. Do not consume alcohol or intoxicants.

Meat slaughtered following Halal procedures.

Jewish 1 +4 +10 Do not eat shellfish, meats like pork or certain
cuts of permitted meats (permitted meats are
from animals with cloven hooves and chews its
cud), birds of prey/scavenger birds, or blood of
any creature. Do not prepare or consume mest
and dairy together. Meat slaughtered following
Kosher procedures. Leavened foods restricted

at Passover.

Buddhist 1 +84 +36 May avoid eating meat out of a general respect
for life.

Hindu 1 +89 +92 Do not eat beef which is considered the sacred

incarnation of God. May avoid flesh and foods
that have the seed of life (e.g. eggs, all meat).

May avoid alcohol.

Sikh 1 +89 +71 Abstain from beef. Pork is permitted. Alcohol
is prohibited.

Eastern/ <1 +56 NA Varies.

Other

Religions

No religions 17 +45 NA Not applicable.

affiliation

Total 100 +10 +13

Population

1 Percent change in absolute numbers of religious group. (Scenario B).

Source: Statistics Canada, 2001 and 1991 Census of Population and Population Projections of Visible Minority Groups,
2001-2017

3.1.3 Travel and Tourism experience is blooming — from gourmet cooking
] ) ) classes in Tuscany, to tours of the best restaurantsin
Canadian tastes are not only influenced by ethnic | paris to promotion of agri-tourism in local rural
origins and exposure to new foods at home, but by | communities, A significant reason for leisure travel
travel whether for business or pleasure, which | continues to be visiting friends and relatives,
expands one's cultura and food experiences. A

whole leisure travel industry around the food
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however, which tends to limit opportunities to
experience new foods.

As trade opens up and certain ethnic populations
grow within Canada, so will travel to and from that
country of origin. Mainland China is a perfect
example, where Canadians made 115,000 visits to
that country in 2003 and received 77,000 visits.

Canada-US travel tops the list with about 15 million
visits to the United States annually, and a similar
number of visitors received from that country.
Hundreds of thousands of Canadians also visit
countries such as Mexico, the United Kingdom, other
western European countries, and hot climate
destinations like Cuba and the Dominican Republic.
Travel to Mexico has, and will continue to influence
acceptance of Mexican dishes such as slsas, and
corn and bean-based products.

International travel destinations by Canadians and
countries of origin of visitors to this country are
affected by such factors as trade, terrorism, military
action, disease outbreaks, natural disasters, and
currency exchange rates. Current conditions will
always have an influence on travel patterns.

3.1.4 The Ethnic Opportunity

The opportunity for the Canadian industry is to be
proactive in responding to the evolving demand for
ethnic foods, rather than alowing imported products
to dominate. Opportunities are presented to the
primary sector in terms of the provision of specialty
meats (such as lamb, goat, veal, game and fish
farming) and providing attention to slaughtering
methods. Another opportunity relates to the supply of
Canadian grown pluses such as lentils, chick peas,
soy, and all kinds of dried beans (great northern,
navy, pinto, kidney, fava, lima, adzuki, black beans
and others). Incorporation of flavourings, herbs and
spices, especialy chile and curry isa must.

Old/New Flavour Sensation

Creating flavours that " wow" will be more than
just adding heat; it will include layering
flavours, and creating sensation....a sense of
intensity and tingling. One flavour sensation we
may hear more about is “umami”, a term
identified more than a thousand years ago in
Asia, but nonetheless "new" to western chefs.
Often referred to as "the fifth taste" (joining
sweet, salty, bitter, and sour), the Japanese
concept embodies the quality of being savoury.

Sourcee  Don Montuori, Acquisitions Editor,

Packaged Facts, a division of MarketResearch.com.
The possibilities for food processors and the food
service industry are considerable. One need only look
to the food practices and products in Asian and Latin
American countries, for example, to identify the
opportunities, keeping in mind that the ethnic market
has a strong affinity for that which is familiar. Price
and quality advantages could be offered by local
suppliers, with distribution through specialty stores
and restaurants located in the major urban centres.
Attention should be given to understanding demand
peaks associated with ethnic holidays and religious
observances. Market awareness could be created by
introducing these products through local fairs and
cultural events, restaurants, specialty stores and
farmer’s markets, supported with recipe distribution
and endorsements from celebrity chefs and food
writers. Export potential, particularly to the United
States, the Middle East, North Africa and Southeast
Asig, isalso evident.

3.2 THE VEGGIE
MOVEMENT

It is somewhat difficult to get a handle on the
penetration and shifts in vegetarianism in the
Canadian population. There are many forms of
“vegetarianism”:

% strict vegans who eat no animal products;

* lacto/ova vegetarians who include dairy and
eggs in their diets but no meat. Variations of
this type are those who consume one or the
other of eggs and dairy but not both;

* socalled“flexitarians”:

= non “carnivores’ who avoid red meat, may
eat chicken, but do consume fish or seafood;

= “exceptors’, those who will eat meat on
special occasions (e.g. turkey for holiday
dinners), or tolerate some “hidden” animal
products in ingredients or prepared dishes
(everything from gelatine, to broth, to
anchoviesin Worcestershire sauce); and

= “trenders’, those who more frequently
choose non-meat alternatives, such as
pastas, bean dishes, soy products, and
veggie-burgers.

(j Serecon Management Consulting Inc.
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5.0 THE EDUCATED CONSUMER:
CONSUMER CONFIDENCE ISSUES

IN THE NEW M

5.1 FOOD SAFETY AND
QUALITY

Food quality is a complex issue in the minds of
consumers, and it means different things to different
people. Freshness is increasingly becoming
synonymous with quality, because it implies good
taste, nutrition, and more natural (i.e. not processed).
Food quality issues sit on a continuum in terns of
impact on the purchase decision. While perceptions
of freshness, nutritional value, ingredients,
convenience, and value have the most immediate
impact on choice, other attributes associated with
food quality form part of the purchase decision. This
includes all aspects of production and handling
throughout the food chain, including confidence in
Canada’ sregulatory system.

Consumers are becoming more and more aware of
the quality issues surrounding food. At the same
time, they are less likely to believe that well
advertised products are “good” (that is, “good for
you” not just “good tasting”). Many also feel that the
best known brands are not necessarily the best
quality, possibly because of the success of high
quality private labels. This trend to safety and quality
consciousness, is largely driven by media reports that
in some cases sensationalize the scare of the day. At
the time of writing, several food safety and quality
issues were on the minds of consumers (in no
particular order):

* therisksof trans-fats;

* food production and water safety (e.g.
bioengineered crop varieties and livestock
genetics, fertilizer sources and use of pesticides
on crops or hormones and antibiotics in animal
production, manure runoff, release of waste
from fish farms into natural water sources, and

LLENNIUM

other  environmental
pollutants);

% processing techniques and quality standards
(e.g. ingredients, cleanliness, storage, etc.);

* food additives and preservatives (re: processed
foods);

* allergensand food labelling;

* food borne pathogens or contamination due to
poor cleanliness of food handlers or other
sources (e.g., E. coli, hepatitis, salmonella);

* animal, fish and bird diseases (BSE, Avian
influenza);

* freshness including toxins from moulds or
spoilage due to improper storage, or storage
beyond an acceptable time period,;

% presence of contaminants, ingredients and food
dyes that are not approved for human
consumption, including contaminants such as
PCB's (polychlorinated biphenyls, dioxins) that
have entered the food chain through feed; and,

% tampering and bioterrorism

Food irradiation and the risks of acrylamides from
fried foods (first identified as a food safety issue in
2002) barely hit the consumer radar screen in 2004

contaminants  and

Acrylamides

Acrylamides are likely to become a more
significant area of concern, however. A report,
released by the Joint Food and Agriculture
Organization and World Health Organization
Expert Committee on Food Additives and
Contaminants on March 2, 2005, concluded that
at current levels of intake, acrylamide in food
may be a human health concern, linked to cancer.
The recommendation to consumers is to reduce
consunption of deep fried and fried snack foods.

Source: Health Canada, March 2005
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Canadians continue to have faith in the quality of
Canadian food because of perceptions of high
production standards and proximity to markets which
ensures freshness. Nevertheless, this confidence is
not guaranteed. In a 2004 study, about a third of
Canadians were “completely confident” that food
produced in Canada was safe, just over half were
“somewhat confident” and about one in ten were “not
confident”.*® Those who were least confident were
most concerned with the threat of animal diseases to
human health. This is not surprising, given the
outbreaks of BSE and avian influenza preceding this
particular survey.

As a purchase attribute, the safety of the food supply
has long been taken for granted in Canada. Studies
have shown that food safety is not a top of mind
consideration when purchasing food for the home or
when dining out. As urban Canadians become further
removed from the farm, the understanding of
agricultural production erodes. In the minds of
consumers, the responsibility for food safety and
quality shifts to the processing, retail and food
service sectors and their regulators. With the
continuing and seemingly accelerating identification
of issues and concerns in the media, consumers could
become more uncertain about the safety of the food
supply. Responses will range from scepticism in the
integrity of our food system and active information
seeking among one segment of consumers through to
amost extreme complacency as others feel
overwhelmed by the barrage of information or simply
become desensitized to the crisis of the day.
Ultimately though, to impact a purchase decision,
consumers must feel a personal threat or a food
production issue must hit a moral chord closeto their
hearts.

5.2 HOw OuR FOoOD IS
PRODUCED

5.2.1 The Organic Market

Organic food is grown under a production system
that, in addition to the avoidance of synthetic
fertilizers, pesticides, growth regulators and livestock
feed additives, also promotes soil health, biodiversity,

49 “Consumer Perceptions of Food Safety and Quality,
Prepared for Agriculture and Agri-Food Canada’,
Winnipeg: 1psos-Reid Corporation, November 2004.

low stress treatment of animals and sound
environmental practices. The use of genetically
engineered crops, irradiation to preserve food, and
sawer sludge is also prohibited. As such, there is a
natural cross over between avoidance of some foods
and a preference for organic products. Labelling that
communicates production methods is a critical
success factor for this market.

At the end of the 20" century, the organic market was
estimated at about 1-2% of the total share of the retail
food trade in Canada, and reportedly growing at a
rate of about 15-20% per year. According to a 2004
study, about half of consumers said they purchased
organic grains, fruits and vegetables in the past year,
four in ten purchased free range eggs, and nearly an
equal number purchased organic meats®. The
Canadian market is split ailmost equally into those
who say they regularly buy organics, those who
purchase them several times in a year, those who
purchase them once or twice a year, and those who
never purchase these foods>! The incidence of more
frequent purchase was trending upward over the prior
four years, likely due to the increasing availability of
organics.

While organic purchasers represent a cross-section of
the Canadian demographic, the profile of heavier
purchasers has been described as: female (including
expectant mothers), better educated, higher income,
somewhat younger (but al age groups are
represented), and more likely to reside in British
Columbia. There are two primary motivators to
purchase organic products; one is a lifestyle and a
philosophical commitment to the environment (more
often a sub-segment of lower income consumers) and
the other relates to personal health (more evident
amongst higher income consumers and those with
children). There is also a strong correlation between
purchasing organic foods and concerns with specific
food alergies. Gluten-free food options (to address
celiac disease) also fall into this category. With the
aging of the Gen Y’s over the next fifteen years, and
the movement of that market into the group that
controls the high consuming family purse strings,
organics are likely to gain share. More health issues

%0 “Consumer Perceptions of Food Safety and Quality,
Prepared for Agriculture and Agri-Food Canada’,
Winnipeg: |psos-Reid Corporation, November 2004.

5L« Food Issues Monitor International Report 2004,
International Public Opinion on Food from Production to
Consumption”. Toronto: GlobeScan Incorporated,
November 2004.
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with aging baby-boomers also bode well for this
market.

The purchasing of organic productsis becoming main
stream, and is no longer limited to so-called “natural”
food specialty stores. Farmers markets also represent
another outlet. Even so, many consumers are unclear
on the meaning of “organic”, and confuse the term
with foods labelled as “ natural”.

The organic industry has a positive image in the
minds of consumers; organic foods are believed to be
safer and healthier than regular foods, and as such, a
marginal price premium may be paid. A long-
standing barrier to widespread acceptance of organic
foods has been the unwillingness of consumersto pay
a significant price premium. With wider availability
and distribution efficiencies, the cost differential is
becoming less of an issue. Many of the top food
concerns (i.e. food safety, pesticides, pollution,
antibiotic use, etc.) are perceived to be addressed by
organic production methods, therefore these foods are
thought to be good for the environment. There is a
high level of consumer confidence in the Canadian
food system in terms of managing organically
produced food.

Whole Foods Market: A Case Study

Whole Foods Market, dubbed “the world's
leading retailer of natural and organic foods”, is
headquartered in Austin Texas. In 2005, Whole
Foods Market listed 167 stores on its roster, sales
for the previousfiscal year at $3.9 billion US, and
15-20% average annual realized and forecasted
growth. Whole Foods Market has pursued an
aggressive acquisition and merger strategy to
expand its market in North America and the
United Kingdom. The first Whole Foods Mar ket
in Canada was opened in Toronto in 2002,
followed by a second location in West Vancouver.
Spring 2005 signalled the opening of its third
store in Oakville, Ontario, and more are likely to
come.

Its product and marketing strategies have
addressed:

* Offering high quality organic and natural
foods in virtually all food and beverage
categories. Foods sold are free from artificial
preservatives, colors, flavours, sweeteners,
and hydrogenated fats;

* Where possible, sourcing foods from local
suppliers;

* Vertical integration with, for example, coffee
and seafood processing;

* Food service supply, catering and prepared
take-out options;

* e-Commerce;

* Private label branding; eg., “Authentic
Artisan Foods’, a “ Whole Kids™” line, and
an “ Organic Everyday Value™” line, tied to
meeting the company’s rigorous quality and
production standards;

* Demonstrated commitment to a sustainable
food industry; for example introduction of
wind power energy to some stores,

* Social mar keting strategies, eg.
establishment of the “Animal Compassion
Foundation” to promote animal welfare; and

* Commitment to consumer information and
education. Cook books and recipes are
published. Sessions are provided on such
topics as “World Cultures and Foods’,
various health issues from arthritis to energy
management; and sessions for special target
groups like new moms.

In June of 2003, Whole Foods Market became
America’'s first certified organic grower,
following implementation of the National Organic
Standards by the USDA the previous year. Whole
Foods Market is a publicly traded company and
has repeatedly been listed as one of Fortune
Magazines' best 100 companiesto work for.

Source: http://www.wholefoodsmarket.com

Opportunities in organics include expansion fromthe
traditional fresh fruits, vegetables and grain products
to meat, dairy, prepared convenience foods, and
snack items. Private label “organic” branding will
also evolve as traditional grocers fight to retain
market share of their higher margin products.

5.2.2 GE Foods

Consumer attitudes toward the safety and ethics of
genetically engineered foods ebb and flow with the
degree of media attention to this topic. Such attention
has been mostly negative. When it comes right down
to it, most consumers don't really understand the
technology, nor do they stop to think that the
majority of processed foods produced in North
America contain genetically engineered ingredients
such as canola oil, soy or corn. Further, consumers

(j Serecon Management Consulting Inc.



Agriculture and Agri-Food Canada

Canadian Food Trends to 2020
A Long Range Consumer Outlook

really don't care all that much about the production
benefits associated with GE foods, unless they
translate into a tangible consumer benefit. To date,
this hasn’t been demonstrated in the GE arena. While
Canadians want to be more informed about the foods
we eat, inconsistent labelling of GE products, and
awareness of different approaches to regulated
labelling in other countries, has led to some
frustration. In the GE debate, Canadians are leaning
toward disagreement that Canada’s GE labelling laws
are strong enough and that GE foods are as safe as
regular foods. They are tending to agree, that GE
foods will contaminate regular crops and see
contamination as a serious concern>?> As such,
management of GE foods is one of the areas that
Canadians have the least degree of confidence with
respect to the Canadian food system. While studies
indicate that consumers support GE labelling, only a
couple of percent of them are actively avoiding foods
with GE ingredients, like canola oil. “ GE free” is
emerging as a brand attribute, targeting those
consumers most concerned about the issue.
Canadians are more interested in seeing country of
origin labelling (where food is grown and processed)
and safety certification and nutritional labelling than
they are labelling describing the presence of GM
ingredients. This may change if consumers are given
reasons to doubt the safety of GE products.

5.2.3 The Ethical Treatment of Animals

About one in five Canadians said they had boycotted
food products because of concerns with animal
treatment on the farm and during slaughter. This
issue is one where emotions run high and is definitely
tied to the vegetarianism movement. Among a host of
food safety issues, treatment of farm animals is an
issue that consumers have not heard a lot about to
date, but with electronic media, will likely be more
exposed to in future. The mass media tends to report
extreme, but isolated cases. Some interest groups are
actively promoting the negative view on this topic,
while industry groups have formed in severa
provinces to educate consurmers and initiate
improvements. Very recently a National Farm
Animal Care Council has been formed by
government and industry to promote farm animal

52“Food Issues M onitor International Report 2004,
International Public Opinion on Food from Production to
Consumption”. Toronto: GlobeScan Incorporated,
November 2004.

care and to provide a mechanism for all stakeholders
to come together.

5.2.4 Country of Origin and
Traceability

A 2004 study indicated that three in ten Canadians
would avoid buying afood product based on country
of origin. The three main places that elicited
avoidance were Asia, Latin America and the United
States. The main reasons stated for avoiding food
imports were to defend against safety or security
threats, or to protect oneself against health or disease
threats® Undoubtedly, over the next fifteen years,
avoidance of specific countries will shift with the
threat of the day and the current political and trade
climate.

There are three aspects to the issue of country of
origin and traceability.

One relates to perceptions of the standards of
production employed in some countries from which
we import food. There is an implied link between
food safety and quality and these standards of
production. This may include sustainable agricultural
practices such as land and water use, the use of
pesticides on crops or hormones and antibiotics in
livestock, or the use of food additives and
preservatives in processed food.

The second aspect, and one which is closely related
to the image of domestic production and processing,
is the concept of traceability. While Canadians were
largely unfamiliar with the concept of a food
traceability system in Canada in 2004, they do
support such a program and believe that the federal
government would be best suited to provide a
traceability system. Awareness of the current recall
system as administered by the Canadian Food
Inspection Agency (CFIA) reinforces confidence in
the system of identifying foods carrying diseases and
bacteria or contaminated foods that may put human
health at risk. Traceability isjust one example of how
a regulation could enhance consumer confidence in
domestic products and differentiate them from
imports.

3 “Food for Thought, Canada s Only Syndicated Study of
Attitudes and Behaviour Related to Food Health and
Safety”. Compas Public Opinion and Customer Research,
April 29, 2004.
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The third relates to “social consciousness’, a trend
fuelled by increasing globalization. This aspect of
consumer choice relates to perceptions of broader
political and economic issues, including human rights
violations, exploitation of the labour force,
environmental policies (e.g., wildlife habitat
preservation and the encroachment of agricultural
land on rain forests), and involvement in military
aggression. Those most concerned with these issues
tend to be younger. Consumer choice may be
reflected in avoidance of foods from select countries,
preference of foods from others (e.g. awillingness to
support an industry in a developing nation), seeking
out products with ~more all-encompassing
certification standards, or “fair trade” products, and
perhaps an enhancement of the image of the
“Canadian” brand. Certainly, buying Canadian has
long been understood to provide local economic
benefits, but Canadians will choose food based on
other attributes, particularly if Canadian product is
not available.

An interesting trend has been the increase in import
penetration”® in the food processing sector with
globalized trade, meaning that more of our domestic
market is supplied with imports. The trade-off is the
development of export markets for Canadian
products. What this means for the consumer is more
choice and the benefits of price competitiveness, but
a more complex decision process (trade-offs) because
issues other than the traditional attributes of
price/value, nutrition, taste, convenience, and
freshness/quality come into play. It may also mean
more dominance of national (American) brands that
benefit from a lower cost structure due to economies
of scale, brand recognition and distribution
efficiencies.

% Import penetration is measured by calculating the
proportion of the domestic market that is supplied by
imports or (value of imports (value of shipments - value of
exports) + value of imports). As countries reduce trade
barriers one expects Canadian industries to export more
products and Canadato increase product imports. Trading
partners export products that they can produce at a
competitive or comparative advantage and tend to import
those that their trading partners can produce less
expensively, quality and other product characteristics being
equal.

Table 5.1: Import Penetration of
Processed Food Products, Canada, 1995

to 2001
2001 6 Year
Food Processing Import Change
Industriest Penetration 1995
2001°
Grain and oilseed milling 30.8 +10.9
Sugar and confectionery
product manufacturing 41.3 +5.4
Fruit and vegetable
preserving and specialty
food manufacturing 31.0 +1.7
Dairy product manufacturing 5.7 +2.5
Meat p roduct manufacturing 12.1 +.6
Seafood product preparation
and packaging 60.7 -1.9
Bakeries and tortilla
manufacturing 16.5 +2.7
Other food products 332 +8.7
Food manufacturing 209 +2.8
All manufacturing 56.3 +3.2

*North American Industry Classification System.

2| mport penetration fluctuated from year to year.

%ije, in 1995 19.9% of domestic consumption of
grain/oilseed milling was supplied by imports.

Sources: Statistics Canada and Industry Canada.

5.3 FOOD IN OUR
WORLD

5.3.1 Packaging and the Environment

One issue that appears to be weighing less on the
minds of consumers is environmental packaging. In
recent years, mgjor initiatives have been undertaken
by the packaged foods industry to reduce package
waste, ensure that packaging materials are recyclable,
and if possible, use recovered materials in packaging.
Bulk buying is till available, but consumers are
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clearly trading off convenience and their need for
eating and drinking on the go, meaning the package
serves as the cooking and/or eating vessd/utensil.
Concerns with packaging waste have not, for
example, hampered growth in the bottled water
market. The growth in the convenience market and
more packaged single-serving items to address
demand in small households, will continue to create
even more package waste. Consumers justify their
use of pre-packaged foods by acknowledging that
they would have to use food wraps if taking the items
from home anyway. It has been suggested that the act
of consumer recycling has lulled us into believing
that we are doing our bit for the environment. In
2005, the Government of Canada launched “The One
Tonne Challenge” campaign that encourages every
Canadian to reduce their impact on greenhouse gas
emissions which contribute to climate change and
global warming. The impact of this program on food
package choiceisyet to be realized.

5.3.2 Food Waste

An issue looming on the horizon, and evidenced by
the upward trends in total food consumption as
forecasted in this report is that of food waste. Baby-
boomers grew up with their parents (who knew the
meaning of food shortages) harping on them to
“clean their plates’. The Generation Y’s are growing
up with parents who are more conscious of making
an issue out of food for fear it will lead to eating
disorders. The Boomer culture has not been the best
model for food economy in the household.

Food waste includes everything from half eaten
restaurant meals, tossed out leftovers, disposal of
wilted produce or spoiled food in the refrigerator,
disposal of half used bottled sauces and canned
foods, and food wasted in processing or home
preparation (trim). In the past, larger families meant
simpler, well planned meals that used leftovers, if
available. With trends to smaller families and eating
out, aternate meals being prepared for different
family members, somewhat weak mea planning
overall, a greater variety of foods available,
infrequent shopping, and less financial pressureto be
economical in the kitchen, food waste is increasing.
Ingredient waste (trim) has also shifted somewhat
from the kitchen to the processing industry, the
retailer, and restaurateur.

Packaging with extended shelf-life encourages us to
buy foods (such as packaged salads) that we know we
won't eat right away ... but that’s OK. We feel good
about including these products in our grocery cart
because we intend to eat healthier foods. As one food
writer described ....her fridge contains “a lot of well
intentioned foods going bad.” Eating out or picking
up more meals also makes consumers think they are
not eating as healthy as they should... so they
compensate by buying more, better quality, fresher
foods that may not get used. Somehow, having these
foods in the refrigerator is amost an appeasement;
parents feel good that they are at least providing
healthy optionsfor their children.

Individually packaged snack foods taken from home
create a perception of a reduction in food waste
becauseif the item is not consumed one day, it can be
eaten the next. But portion control for individual
servings is next to impossible with pre-packaged and
fast foods; if we don't want it all, we toss out that
half eaten granola bar, microwavable fettuccine, or
hamburger.

The food industry is constantly looking for ways to
maximize the utilization of ingredients in order to be
cost competitive. But at the same time, waste being
absorbed into the food system means sales volume.
Portion size is closely linked to value for the dollar in
the consumer’s mind. As we become more conscious
of sustainable production systems, the enormous
resources that go into processing, packaging,
transporting, and storing food, as well as world food
shortages, pressure will come to bear on the industry
and consumers to reduce waste. Raising energy costs
may be the catalyst to stimulate a change in consumer
attitude regarding food waste.

5.4 CONSUMER-
DIRECTED
INTERVENTIONS

As consumers demand healthier foods, produced
according to certain standards, and information, the
food production and processing industry has, and will
continue to respond accordingly. The sinple
availability of innovative foods in response to
consumer trends will drive consumption and the
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establishment of new categories. Governments and
other organizations also have a menu of responses
available to them, any of which will have varying
degrees of effectiveness in changing future
consumption patterns:

* Consumer-directed communications  and
positive message campaigns about healthy
eating and exercise disseminated through a
host of methods such as web sites, 1-800
programs, information kits and the media. Note
that the Canada Food Guide is under review
with an update scheduled to be released in
spring of 2006;

* Advertising bans to children, or regarding
certain “bad-for-you foods’;

* Legislated changes to the education system
(mandatory physical education), curriculum
changes to promote hedthy lifestyles, or
banning “junk food” and soft drinks in schooals,
in favour of healthier options;

* Routine paediatric screening for obesity risk;

* In school measurement and tracking of student
BMI’ s and reporting to parents;

* Regulated labelling of nutritional content,
natural heath products, heath claims,
warnings, and the like. This includes posting
nutritional content of prepared foods served at
restaurants, cafeterias, or available for take-out;

* Certification programs for certain production
standards (e.g. organic, GE-free, produced
under sustainable agricultural conditions
reflecting water and soil conservation, wildlife
habitat protection, fair labour practices, etc.
such as“Free Trade” coffee);

* Changes to the food inspection system,
including testing methods, frequency and the
types of foods tested to identify risks, diseases
or ensure compliance;

* Taxation, including “fat taxes’ to consumers,
fast food restaurants, or to processors regarding
use of certain ingredients. Taxation of products
supporting sedentary lifestyles such as DVD
rentals, movietickets, and video games;

* Tax incentives directed to the food industry, to
reward companies for introducing innovative
improvements;

* Subsidized sports facilities and programs, or tax
deductions for health club memberships,
exercise programs;

% Out right bans on certain ingredients (trans-fats,
GE foods); and

% Mandated or recommended reductions in
certain ingredient use (e.g. sat, sugar, fat
content), or portion size control.

In the United States, it has even been suggested that
health care premiums be linked to obesity (i.e. BMI)
as arisk factor, similar to the way age is linked to car
insurance premiums.

In addition, governments, industry, and interest
groups are continuing to fund research into the cause
and treatments of diet and lifestyle-related health
issues. Permitted labelling of health claims will
undoubtedly follow if links between diet and health
can be proven. In 2003, The Food and Drug
Regulations™ permitted just four health claims for
foods, pertaining to:

* sodium, potassiumand the link to hypertension;

% calcium, Vitamin D and the Ilink to

0steoporosis;

* saturated fat, trans-fat and the link to heart
disease; and

% vegetables and fruits and the link to some types
of cancer.

Mandatory Labdling...Voluntary Response

Honourable Ujjal Dosanjh, Minister of Health:
“As part of our ongoing commitment to help
Canadians make healthy lifestyle choices, the
Government of Canada introduced mandatory
nutrition labeling for pre-packaged foods that
requires calories and the content of 13 core
nutrients be listed on the labels by December 12,
2005. We took this action to ensure information is
available to help Canadians make healthy food
choices. Today, | am encouraged by the voluntary
action of Canada's largest restaurant chains to
make it easier for consumers to see the nutritional
content of their meals. The Canadian Restaurant
and Foodservices Association has launched its
new Guidelines for Providing Nutrition

%5« Canada Gazette, Part 2, Vol 137, No. 1, Page 379,
January 1, 2003.
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Information to Consumers as a concrete signal
that participating restaurants are committed to
helping Canadians make more informed food
choices. It is commendable that these restaurant
chains have joined the movement toward
heightening consumer awareness and providing
the information in a consistent way.”

Source: Health Canada News Release, February 2005

As marketers assess new product opportunities, they
will undoubtedly consider export potential so will
have to address the regulatory environments in other
countries as well as in Canada. Again, this presents
more choice for Canadian consumers because the
niche for the new product may have been too small to
have justified introduction without the development
of these other markets.
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there may be a strong correlation, this correlation is
simply happening more by accident, than having any
economic or social theoretical basis. For example, the
consumption of red meats, as will be discussed, has
been steadily declining over the past 20 years. If we
correlated this with the real cost of computers over
the past 20 years, we may find that they strongly
correlate with each other, as computer costs have as
well steadily declined. However most rational people
would suggest that the changing cost of computers
should not be used to help us understand and forecast
red meat consumption. This is known as “spurious’
correlation. There are a variety of statistical tests
inherent in the proper use and application of
regression analysis that help to sort out cause and
effect, and spurious relationships.

Special note: in the Statistical Appendix D, there is
additional information and explanation provides on
the statistical analysis approach used, and a detailed
summary of all regression equations used.

(.2 THE MEAT GROUP

7.2.1 Historical Trend Analysis

The meat group includes beef, pork, poultry, fish, and
lamb and mutton meat. Lamb and mutton meat is
used as a proxy for specialty or aternative red meats
such as bison, venison and elk, for which historical

consumption data are not collected in the
consumption statistics. Meat consumption in Canada,
of al the food groups, represents by far the largest
single category of expenditures at the retail level. In
2003, meat and products containing meat represented
aretail salesvalue of nearly $11 billion, some 30% of
all retail sales.

With the exception of poultry and fish, the
consumption of meats in Canada has either declined
or is stagnant. Figure 7.1 provides a summary of the
consumption patterns of al the major meat products
in this group. The critical points to be made with
respect to the consumption of meats over the past 20
years are asfollows:

% Red meat consumption is steadily declining.
This category, which includes beef, pork and
other red meats, showed a resurgence of life
between 1997 and 1999, but now continues to
decline. Total consumption of red meats
dropped from 32 kg per person in the mid-
1980's, to some 27 kg n 2003, a decline of
almost 16%;

Beef declined steadily, with the relatively
unusual exception of a modest increase in
consumption in 2003, as consumers rallied to
support the beef industry in response to the
BSE outbreak, and subsequent US-Canada
border closing;

Figure 7.1: Canadian Per-Capita Meat Consumption, 1984-2003
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Source: Statistics Canada, Canada Food Stats Datebase.

* Pork consumption basically moved sideways
over the past 20 years on a per-capita
consumption basis. While there has been a fair
degree of variability over the years, the level of
consumption in 2003 was essentially identically
to the consumption in 1984,

* Poultry has and continues to show steady
growth; and

* Fish consumption has, like pork, remained
almost constant for most of the historical period
considered, however it has seen a solid and
steady increase in demand since the mid-
1990's.

The consumption of meat-based protein in Canada
has remained almost constant over the past 20 years.
Figure 7.2 shows the total consumption of red meats
(beef, pork, and specialty meats) with the white
meats (poultry and fish). In total, the consumption of
all these meats has remained stagnant and is
averaging some 47 kilograms per person per year.
What can be seen is that the red meats are gradually
losing market share to the white meats, and in
particular poultry meat. If these values would have
been expressed on a bttal disappearance basis, the

total disappearance of red and white meats has
remained between 103 and 106 kilograms per person
over this same 20 year period.

The consumer appears to have a fixed appetite for
meat protein, as indicated above, at about 47
kilograms per person. The only apparent method to
gain market share by any of the individual meat
products is at the expense of another meat product.
Table 7.1 helps to understand competitive strategies
that may work to increase market share of any
individual meat product. Beef and pork are
positively, but weakly correlated with each other. As
such, they are weak complementary products - the
increased consumption of one, will slowly drag up
the consumption of the other. Similarly, poultry and
fish are complementary with each other -
consumption of one is positively correlated to the
consumption of the other.

The opportunities for increased per-capita pork or
beef consumption must almost totally be directed at
substitution with poultry and fish. Similarly, the
opportunities for fish and poultry meat will be
realized at the expense of beef and pork.

Figure 7.2: Relative Per-Capita Consumption of Red and White Meats, Canada
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Table 7.1: Correlation Matrix Between
Canadian Meats
Beef Pork Poultry  Fish
Besf 1.00
Pork 0.16 1.00
Poultry (0.78) 0.01 1.00
Fish (0.22) 0.23 0.48 1.00

7.2.2 Correlation Analysis of Meat
Consumption

The correlation between the five meat consumption
categories and the independent variables
hypothesized to impact on their consumption are
summarized in Table 7.2. This overview helps to
identify the extent that economic, social, and
demographic factors identified above correlate with
meat consumption. Again, caution should be
exercised in using correlation coefficients. The
degree of correlation does not imply causality.

Some things immediately stand out. Pork
consumption does not appear to correlate with any
degree of strength to any of the independent factors
in the economy and population. Poultry is
distinguished by the fact that consumption is very

strongly positively correlated with a wide variety of
factors. Beef stands out in having a very strong
negative correlation with most of the independent
variables, and in particular, the level of immigration.
The red meat consumption category (excluding fish
and poultry) shows a more modest level of
correlation with some of the standard and expected
indicators, compared to fish and poultry. It should be
noted that red meats are very much dominated by the
inclusion of beef and pork. Fish consumption is
generally positively correlated with most variables,
but in particular real personal disposableincome.

The positive correlations of white meats to the health
index, and the negative correlation of this index to
red meat consumption ae somewhat counter
intuitive. The hedth index (which is a negative
indicator of health — the higher it is, the lower level
of population health as measured by the BMI) has
trended up, as has consumption of the white meats
over the period. To an extent, this is more a measure
of spurious correlation, rather than causality.

7.2.3 Meat Consumption Analysis and
Projections
Figure 7.3 summarizes the historical and projected

consumption trends of red and white meat products to
2020.

Table 7.2: Historical Correlation Between Meat and Independent Variables

Beef Poultry  Fish M:c;iean EeDZTI Immigration lg:oag]ualgtiﬁgn lfr ?ggs
Beef 1.00
Pork 0.16 1.00
Red Meats 0.94 047 1.00
Poultry -0.78 0.01 -0.71 1.00
Fish -0.22  0.23 -0.12 0.48 1.00
Median Age -0.84 -0.07 -0.77 0.98 0.44 1.00
Real PDI -0.49 0.05 -0.43 0.79 0.75 0.73 1.00
Immigration -0.93 -0.23  -0.90 0.64 0.24 0.68 0.50 1.00
Canadian Population -0.87 -0.08  -0.81 0.97 0.41 1.00 0.71 0.72 1.00
Food Prices -0.89 -0.14 -0.84 0.96 0.43 0.99 0.74 0.77 0.99 1.00
Health -0.76  -0.02 -0.69 0.98 0.46 0.96 0.79 0.62 0.95 0.95
(j Serecon Management Consulting Inc. 2
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Figure 7.3: Historical and Projected Meat Consumption
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7.2.3.1Red Meat — Beef, Pork and
Mutton/Lamb

Beef consumption has steadily declined over the past
20 years. After peaking at 17.4 kilograms in the mid-
1980’s, the consumption has fallen to approximately
12 kilograms per person, a decline of 18%. Again,
this analysis is based on consumption, versus
disappearance. Disappearance values are provided in
Section 8.1 For example, per-capita disappearance of
beef fell from 39 kg in 1984, to 32 kg in 2003. Beef
consumption is expected to fall further.

In 2003, there was a modest uptake in beef
consumption, due to positive consumer reaction to
the BSE industry crisis, and fuelled by lower prices
of some beef products, particularly ground beef. The
high protein Atkins diet fad may aso have had an
influence.

Real disposable income, beefs’ own real price, the
price of substitute poultry products, and the level of
immigration are al found to be significant in
understanding the consumption trends in besf.
Classic economic theory supports the first three
variables having an impact on beef consumption.

Beef consumption was found to be negatively related
to the rising levels of immigration to Canada, an
expected result @ many Asian diets are limited in
beef consumption. Unfortunately, future beef
consumption, based on these finding, is expected to
decline over the projection period.

Pork consumption is somewhat difficult to forecast.
The classic economic relationships between income
and prices were not found to be significant. Historical
consumption was found to be quite flat and highly
variable from year to year. After all considerations,
the best approach for forecasting pork consumption
wasto use asimple trend line. Future consumption is
expected to remain flat up to 2020.

Red specialty meats are a small but growing sub
category within the red meats group. The
consumption of lamb, and by extension other
specialty meats, are forecast to grow significantly to
2020.

The view ahead for red meat continues to be
somewhat negative when one considers what drives
beef consumption, the largest volume meat type in
this category. Unfortunately, beef consumption is
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negatively correlated to many of the indicators that
are driving Canadian food trends. As immigration

levels increase, and the overall price of food
increases, beef consumption decreases. Other factors
contributing to the decline of beef include
vegetarianism, but more significantly, the adoption of
non-meat meals by the general public. Thistrendisin
response to perceptions of convenience (e.g. prepared
pasta dishes), perceptions of the health benefits of

fish and poultry, vegetable, pulse or grain based diets,
and adoption of Asian styles of cooking that are less
dependent on red meat.

The opportunity for beef in particular lies with its
incorporation in convenient, ready-to-eat forms. As
well, there may be some opportunity in institutional
food service through seniors homes; this older
market has traditionally been higher beef consumers.

The total red meat category will not decline at the
rate of beef, mainly die to the adoption of other
meats in this category. The historical analysis of red
meat consumption in Canada identified that in 1984,
6% of red meat consumption in Canada was
accounted for by red meats other than beef and pork
(including lamb, goats and alternative red specialty
meats). By 2003, this had grown to 7%.

The Games Afoot

Farm-raised game such as bison, boar, elk, deer,
quail, pheasant, ostrich, emu, and rabbits are
gradually making inroads into the Canadian
marketplace. Game meat is stimulated by its
growing appearance on restaurant menus,
attention by food writers and the media, the
current growth of agri-tourism which encourages
visits to local farms, availability at farmers
mar kets, and awareness of producers through the
Internet. In addition to the “exotic” appeal of
these meats to variety seekers, there is
recognition that some game (such as deer) is low
in fat relative to traditional red meat. “ Natural”
ranching methods may also appeal to sub-
segments of the market, who object to intensive
livestock production typified by the traditional
red meat industry or hunting of game in the wild.
Further, many of these meats are considered
uniquely Canadian. Tourists and immigrants are
important markets for these products.

Over twenty-three thousand head of bison were
slaughtered in federally inspected plants in 2003,
an 18-fold increase from 1995. Export volume

increases did not keep pace with the growth in
slaughter during this period largely due to the
fallout of the BSE crisis, suggesting a
considerable development of the domestic market,
estimated at about 0.1 kg per-capita (supplied
from federally inspected plants only). The bison
industry recognizes that consumer acceptance is
limited by current misperceptions, for example
that bison is an endangered speciesin Canada.

The slaughter volume of rabbits tripled between
1995 and 2003, while the slaughter volume of
wild boar and deer remained fairly constant. Elk
ranching for meat is now being aggressively
promoted by that industry. Elk has traditionally
relied on exports of antler velvet as its main
markets. Considerable consumer education is
required to further advance this sector.®*

7.2.3.2 Poultry

One of the more significant trends observed from
Figure 7.3 is that per-capita poultry consumption
(primarily chicken) surpassed pork consumption in
2000, and has now equalled beef consumption. Over
the next 15 years per-capita poultry consumption is
expected to significantly exceed both beef and pork
consumption. Chicken continues to be very strong in
both food service and dining in.

Poultry consumption increased 45% from about 9.3
kilograms per person in 1984, to 13.6 kg in 2003.
Poultry includes chicken and turkey meat, as well as
an increasing variety of specialty bird meats.

The regression analysis has found that poultry
consumption responds very closely to per-capital
disposable income, and its own price. Competitively
priced poultry products results in gan in
consumption and gain in market share at the expense
of beef and pork.

7.2.3.3Fish and Seafood

The historical pattern of fish meat consumption is
best analyzed in two periods. Between 1984 and
1995, the consumption of fish meat was flat, or even
slightly declining. Beginning in the mid 1990's, the
consumption of fish meat began a slow and steady
rise. Consumption, which averaged some 5.8 kgs per

51 Source; Canadian Food | nspection Agency
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person between 1994 and 1995, increased to the
range of 7 kgs per person between 2002 and 2003, an
increase in the range of 20%.

The demand for fish, like poultry products, responds
positively to the rise in real disposable income and
negatively to its own price. Competitively priced fish
products will grow in demand to 2020.

Some of the trends contributing to the increase in fish
and seafood relate to changing tastes, healthier
eating, influence of ethnic cuisines, and availability.

Treasures fromthe Deep

An ocean of choices at the fish market, along with
a focus on healthful eating, have spurred interest
in high-quality fresh fish and seafood and
enticing new ways to prepare it. While suppliesin
the wild have diminished, farm-raised trout,
salmon, Arctic char, tilapia, mussels, scallops,
shrimp and oysters are more readily available.
Also appearing at fish counters are more
uncommon local and imported exotic species,
such as squid, octopus, geoduck clams, dogdfish,
catfish, tuna, swordfish, grouper, mahi-mahi and
monkfish.

The value of retail fish and seafood sales
increased by nearly 50% between 1998 and 2003,
relative to a 28% increase in all food sales. In
2001, fish and seafood accounted for just over 3%
of all weekly food expenditures. &

7.2.4 Meat Consumption Summary

Figure 7.4 summarizes the expected percentage
change in meat consumption to 2020. Lamb
consumption, used as a proxy for specialty meats, is
expected to increase the most. Poultry and fish are
both expected to increase by over 30% by 2020. Pork
consumption is expected to be amost flat over the
next 15 years. Beef however, is projected to be a
major loser, declining by afurther 14%.

€2 Source: Retail Commodity Survey
8 Source: Statistics Canada, 2001 Food Expendituresin
Canada

Figure 7.4: Meat Consumption Percentage
Change, 2003/2020
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The base of the percentage change is the average actual
consumption of three years (2001, 2002 and 2003).

7.3 THEEGG AND
DAIRY GROUP

The consumption of eggs and dairy products seem to
be the most impacted by changing consumer trends
and influenced by “health” reports which appear to
continually review whether these foods are healthy or
not. Over the years there has been information
reported which sometimes appears to contradict
previous studies. Fluid milk and ice cream
consumption tend to fall with an aging population
and increases in immigration levels. Alternatively,
there is an apparent substitution for these products
with cheese and cream. Likely as the population ages,
they are less likely to be drinking milk or eating ice
cream, but appear to be consuming cheese instead.
Cream has been on the upswing because it is
increasingly used as an ingredient in the growing
speciaty coffee and latte markets.

7.3.1 Correlation Analysis of Egg and
Dairy

Table 7.3 summarizes the historical correlation

between eggs, dairy products, and the independent

variables. Within the dairy group, fluid milk is
strongly negatively correlated with most economic,

(f Serecon Management Consulting Inc.
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. : Consumer Food Drivers

Generation Formative I nfluences Characteristics Health and Nutrition Convenience Variety Seeking Price Brand
The Baby “Canadian” or avisible Delayed child bearing, fewer children | Management of obesity and Declining involvement with | Moderateto high— Somewhat Brand choice
Bust minority Food choices made with childrenin related diseases mesdl preparation experimental cautiousin reflects

Latch key kids, product of mind — multiple mealsto suit Seek aphysical and emotional | Microwave and toaster-oven | Pick up cooking spending but attributes (e.g.
Born 1967- dual working parents or different family members energy boost to manage dependent ideas from food will justify healthier
1979 lone parent families L ess commitment to traditional stressful lives Takeout and prepared meal shows, writers indulgent products,

Divorce, step families marriage options spending on environment-
Parents of Qil crisis Morefinancia dependency on parents food, tally friendly),
teens Hyperinflation in the early Acceptance of debt convenience, not just status.
Lone parent 1980's Polarization of wesalth diet foods Private |abel
families Deficit financing by Polarization of thefit and obese with
Singles governments Adoption of kitchen “toys’; juicers, convenience,
Childless AIDS cappuccino makers, bread makers health benefits
couples Mediafragmentation which may not get used all that
At career peak | Computer generation often
in2020 Improving job prospects, High v olume consumer households

career changeand job
mobility

Raised with Ronald
Mcdonald - first real “fast
food” generation

Focus on family values

(f Serecon Management Consulting Inc.

Appendix B — Page 2




Agriculture and Agri-Food Canada

Canadian Food Trends to 2020

A Long Range Consumer Outlook

Appendix B
. : Consumer Food Drivers
Generation Formative I nfluences Characteristics Health and Nutrition Convenience Variety Seeking Price Brand
Echo As children, indulged, Immediate gratification, snort Recognize that one hasto High incidence of “Dash- High withincreesng | Willingtospend | Brandisan
GenY protected, vehicle attention spans work at health and wellness board Dining”, portable interest in ethnic more on expression of
dependent and Cynica (diet and exercise) - a snacking, multiple smaller foods and veggie exotics, individua-isn
Born 1980- “programmed” by their Question authority; Demand respect lifetime commitment. meals, skipped meals, options, especialy imports and and lifestyle
1994 baby -boomer parents from authority figures’employers Link natural, organic and vending machine use in moderately brands with interests, not
Eating out was normal as and marketers vegetarian products with Limited exposure to priced food service additiona status.
Singlesand children— not a specia Acceptance of “disposable’ nature of health “Mom’s cooking” and “Hobby” cooking — attributes Event and
couples treat consumer goods Will seek out natural and further decline in medl prepisa (organicor personality
starting out Seek meaningful work and Design conscious functional foodsto address involvement with daily socid or special natural). endorsaments
Y oung balance in work/life Expect sophisticated, personalized weight and healthissues meal prep event Price compete Influenced by
familiesin Culturaly and lifestyle marketing Concerned with environ- Cooking iswarming “ pick- tiveness dueto product
2020 tolerant Influenced by peers mental/food allergens up” or “assembly” of global trade placementin
In demand in the labour Selective and faddish More savvy consumers who prepared components will make entertainment
force Respond to raw truth, humour and grew up knowing how to Convenience cooking linked more products media
Work in knowledge based irony in advertising read labels to new counter-top grills, affordable Brand preference
industries Careful selection of foods for babies convection ovens, etc. is faddish,
Social consciousness and young children trendy
Mediafiltering Adoptionof hightech/energy Brand extends to
Instant communication and efficient/fast cooking and storage store selection
theInternet appliances (e.g. natura
Global influences — Free Sporadic shopping patterns quick foods)
Trade Agreement trips, and poorly stocked pantries; Ethics brands
Higher education costs shop for the meal Erosion of
On line ordering of specidty products national
Eating out isthe norm-social & brands
replacesthe bar experience Brand sceptics
GenZz Continuing globdization Increasingly sophisticated Hedth/risk avoidance and Continue Gen Y trend Continue Gen Y To bedetermined | Brandsare
Millennium with economic Moreof GenY characteristics management Seek hedlthier convenience trend by price trendy
Kids development in third Concerned with food and package Reliance on medical foods and snacks Designer, competitive- Brand identity
world countries waste technology to solve hedlth And....??? engineered foods, nessof food pushed at an
Born 1995 or Culturally diverse and And....??? problemsand manage IF proven safe and other earlier age
later tolerant weight And....?? economic Brand identity
More choice than ever And....??7? issues crossover to
Students and Sensitized to threats/ severa
young terrorism (9/11) products/
graduates Environmentally conscious; mediaetc
Striking out or declining world resources/ And....???
living with global warming- Kyoto
parent(s) in Accord
2020 Mapping of human genome

Healthy lifestyle, obesity
awarenessand prevention
What's next????
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