January 2007

-

www.pettoodindustry.com. .

| Industry
leaders share

Digital version at WWWIpEtroouinaustry=digital


http://www.petfoodindustry-digital.com
http://www.petfoodindustry.com

delightful

demonstrative

A unique network of sales and industrial facilities (11 plants)

SPF North USA
Phone +1 715 926 3841
sales@spf-usa.com

SPF Argentina
Phone +54 34 884 61 888
consultas@spf-argentina.com.ar

SPF Do Brasil
Phone +55 19 3583 9400
infos@spfbrasil.com.br

SPF Australia
Phone +61 2 4964 4399
contact@spfaus.com

SPF South USA
sales@spf-usa.com

SPF Colombia sales office
For The Andean Countries

Phone 00 57 1 341 7003
sales@spf-colombia.com

SPF México
Phone +52 442 221 57 62
info@spf-mexico.com

SPF China sales office
Phone +86 21 523929 76
contact@spf.com.cn

www.spf-diana.com

by SPF

your palatability answer for dogs

SPF

The worldwide palatability company

SPF France, Head Office
and Research Center
Phone +33 (0)2 97 93 80 80

contact@spf-diana.com

SPF Espana
Phone +34 973 18 42 04
informacion@spf-espana.com

SPF United Kingdom
Phone +44 1302 391 026
info@spf-uk.co.uk

SPF Hungary
Phone +36 30 63 60 774
spf@spf-hungary.com
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% Lesson #1:
The customer is always right.

Lesson #2:
Always give your customer
a quality solution.

. Q(W@), our natural-source antioxidants
are available in both liquid and powder form

. Q(W&d(@’, our synthetic antioxidants

are available in both !iq_uioQ and pooner €orm

e Both are also available in standard and
“"Non-GMO " €ormulations.

e Learn how Ameri-Pac can Provier,

the right solution €or YoU) GRADUATE
TO BETTER QUALITY.
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[ Certified J www.Ameri-Pac.com
Wor e

on)
WBENC St. Joseph, Missouri

men’s Business Enterpris



http://www.Ameri-Pac.com

etfoo

Indu

Digital version available online at
www.petfoodindustry-digital.com

January 2007 Volume 49, Number 1

On the cover: RUdﬁ the cat

and Buffy the dog with products
from the top petfood companies
in the world.

Photo by John Grossman

4 | Petfood Industry | January 2007

18 Thetop 10

By Jenny Kvamme, DVM, and Debbie Phillips-Donaldson

Why these companies lead the global petfood industry in sales
growth and innovation.

28 Industry | rs talk

By Tim Phiilips, DVM
Scott, Wigger, Thompson and Futagami share their insights.

33 Benefiting f inared

By Tim Phillips, DVM
Which ones can work marketing magic for your brands?

B Editorial Notes sy rtim phittips. oy
The petfood market in 2010.

AAFCO misrepresented by websites replete with errors.

Probiotics/direct fed microbials present challenges.

QEF nR [T By Peter 8

International petfood partnership in Romania.

42 Market Watch s susciey wanhenz om0

Brick and mortar vs. Internet store dynamics.

Looking east to grow the market.

8 — Industry News 485 — Product News
16 — New on the Shelves 46 — Varket Place
43 — Research Notes 49 — Advertisers’ Index

44 — MVeeting Planner

PETFOOD INDUSTRY (ISSN 0031-6245) is published monthly by Watt Publishing Co., 122 S. Wesley Ave., Mt. Morris, Illinois 61054-1497 USA. All rights
reserved. Reproduction in whole or part without written permission is strictly prohibited. PETFOOD INDUSTRY and its logos are registered trademarks of Watt
Publishing Co. POSTMASTER: Send address changes to: PETFOOD INDUSTRY, 122 S. Wesley Ave., Mt. Morris, Illinois 61054-1497 USA. Periodical postage
paid at Mt. Morris, Illinois 61054-1497 and additional post offices. Canada: Canada Post International Publication Product Mail Code 1686232.


http://www.petfoodindustry-digital.com

We have

ingredients down
to a science!

Developing unique science-based technologies and
supplying novel products tailored to meet the specific
needs of the petfood industry has been ADF's mission
for over 25 years. Our expertise in processing has
provided the petfood market with a consistent supply
of high quality protein ingredients. Along the way,
our focus has always centered on ingredients of
uncompromising quality backed by the solid
application of science and the skill of the industry’s
finest customer care team.

Creating a brand your customers will love
means formulating with ingredients
you can trust. And that trust begins

ADF

AMERICAN DEHYDRATED FOODS, INC.

ADF has a complete line of spray-dried protein products for your petfood formulations:

| GRANULATED EGG | COOKED CHICKEN MEAT | LIVERS (CHICKEN, PORK) | ALLERGEN-FREE PROTEINS | BROTHS | COMBINATIONS OF PROTEINS |

| ADF’s comprehensive range of products also includes EXTRUDED PROTEIN COMPLEXES and HIGH QUALITY LIQUID CHICKEN FAT |

For more information call: 800.456.3447 or visit us at: www.adf.com

In Europe, please contact: ADF-CIMA Nutrition nv * +32.56.61.7151 « E-mail:adf@cima.be SUPERI OM’&{AT[ N@

[AIl ADF Plants are EU Certified|
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Editorial Notes

BY TIM PHILLIPS, DVM

The petfood market in 2010

emarkable shifts in buying

behaviors are occurring in

the petfood market world-

wide. These shifts are di-
verse and encompass a wide range of
geographic markets and product cat-
egories. But, notes Euromonitor, they
have two primary, inter-related trends
in common: pet humanization and an
increasing interest in pet nutrition and
health.

These two trends stem from:

» Economic progress;

» Demographic changes;

» Changing government positions; and

» New media attitudes.

Also, the two primary trends are be-
ing encouraged by manufacturers’ ef-
forts to generate growth through product
innovation and new marketing strategies,
particularly in mature core markets.

Euromonitor’s November 2006 re-
port, The World Market for Petfood and
Pet Care Products (Www.euromonitor.
com), includes several speculations as
to what the industry will look like in
2010, including:

» North American and Western Eu-
ropean shares will drop. In 2010,
these markets will remain the most
valuable, accounting for 72% of
the global value of petfood and pet
care products. However, this will be
down from 75% in 2005. The effect

Sales forecasts by region

The two primary trends
are being encouraged by
manufacturers’ efforts
to generate growth.

— Tim Philips

of market maturity is expected to
be compounded by intense pricing
competition in the retail environ-
ment.

» Segments will blur. By the end of the
forecast period, the lines between the
premium and mass market segments
are likely to have become extremely
blurred. Major manufacturers in the
mid-priced segment, including world
leaders Nestlé and Mars, are increas-
ingly looking to reposition their core,
mid-priced brands with a more pre-
mium-oriented image.

» Functional products will boom.
By 2010 demand for health-oriented
products is expected to have devel-
oped significantly in terms of so-
phistication, encouraged by manu-
facturers’ efforts to generate growth
in mature markets through product
innovation. Functional petfood and
pet products targeting specific con-
ditions and bodily systems are likely

%Change

Region

2005

2010

Eastern Europe

1.6 2.7 729

Latin America

3.9 55 40.2

~ Asia Pacifc 70 79 138
1.7 2.0 17.4

Australasia

World

$58.3

$67.0 15.1%

Forecast sales of petfood and pet care products: Value US$billion 2005 vs.

2010. Source: Euromonitor International.
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to be widely available, especially as
health-oriented innovation increas-
ingly enters the mass market.

» Pet humanization will increase
in influence. This will be spurred
by reduced household sizes and the
erosion of traditional community
bonds. The increasing tendency to
perceive pets in anthropomorphic
terms is leading manufacturers of
petfood and pet care products to
increasingly track trends in human
product types.

» Shares of emerging markets will
climb. Emerging markets will ac-
count for a significantly higher pro-
portion of global petfood and pet care
products’ value sales in 2010. Mar-
kets such as China and Russia are
set to see strong growth, driven by
rising disposable income, improved
distribution and changing consumer
attitudes toward domestic animals.

Petfood sales up 14%

Euromonitor predicts the global pet-
food and pet care products market will
grow 15.1%, from US$58.2 billion in
2005 to US$67.0 billion by 2010. Glob-
al petfood (dog, cat and other) sales
will grow 14%, from US$45.2 billion
in 2005 to US$51.5 billion by 2010.

Dr. Phillips is the editor of Petfood
Industry magazine. He can be
reached at Tel: +1.815.734.5644,
E-mail: tphillips @wattnet.net.
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Nutrition Palatability Treats

Satisfaction for pets
Business for you

Fresh raw materials, innovative solutions and quality products are
just some of the ways BHJ Pet Food helps you satisfy pets. And we
keep you satisfied with reliable service, tailor-made solutions and
just-in-time deliveries. It's a combination that translates into good

business for your company.

BHJ Pet Food specializes in three product areas: animal by-products

and meat blends for nutrition, digests for palatability, and treats.

Have a special request? Just let us know.

After all, our business depends on your satisfaction.

Fresh raw materials
Innovative solutions

@ B Hj Just-in-time

PET FOOD Headoffice +45 74 35 35 35 - US +1 402 734 8030 - Canada +1 905 951 2030 -
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US/Canadian trade
meeting held

The Pet Food Institute (PFI), in con-
junction with the Pet Food Association
of Canada, recently brought together
representatives from both the US and
Canadian petfood industries to meet with
officials from USDA Animal and Plant
Health Inspection Service and the Ca-
nadian Food Inspection Agency to share
concerns on the possible trade disrup-

The Pet Food Institute

tions associated with each government’s
rules to combat BSE. Canada is the US’s
largest trading partner for petfood, with

Knowledge yields profits

Peﬂ:ood Forum 2007, April 16-18,
will be in Chicago, lllinois, USA. It
is the place for petfood professionals
to most effectively gain knowledge
about the petfood industry. At Forum,
you will benefit from face-to-face
contact with symposium speakers,
suppliers and your professional peers.
You will find useful ideas and contacts
that can yield profits for your
company.

Here is a partial list of
topics and speakers. For a
complete list, go to www.

wattnet.com/petfoodforum.

Marketing &

production sessions

©® Executive roundtable Doug
Cahill, Mars; Ladd Hardy, Nutro;
Marcel Blok, Breakthrough; and
Brian Connolly, Castor & Pollux;

® In-depth, exclusive market
research David Lummis, Pack-
aged Facts;

® Popular functional ingredi-
ents Greg Aldrich, PhD, Pet Food
& Ingredient Technology;

® Production—what’s new
and innovative Sajid Alavi,
PhD, Kansas State University;

® The future of petfood retail-
ing Jon Haupton, Willard Bishop
Consulting;

@ Global sales trends Elizabeth
Higgins, Euromonitor; and

Petfood Industry

x elelpForum

New Products.New Opportunities.

@ Scrutinizing superpremium
petfoods Nancy Kerns, Whole
Dog Journal.

Nutrition & regulatory

sessions

©® Genomics—customized diets
Keith Murphy, DVM, PhD, Texas

A&M University;

® New and significant
global regulations
Terry Plant, regulatory
consu|tc:nt;

® Cognitive palat-
ability testing Joseph
Araujo, PhD, CanCog
Technologies;

® Obesity prevention Sean
Delaney, DVM, Davis Veterinary
Medical Consulting;

@ US regulatory report David
Dzanis, DVM, PhD, Dzanis Consult-
ing;

® Nutrition for skin and gut
health Sally Perea, DVM, Davis
Veterinary Medical Consulting; and

@ Innovative treats Ken Meyers,
CEO of Chomp Inc.

For details and to register, go to
www.wattnet.com/petfoodforum or

contact Marcia Riddle (attendees)

at E-mail: mriddle@wattnet.net; Tel:
+1.815.734.5633 or Ginny Stadel (ex-
hibitors) at E-mail: gstadel@wattnet.
net; Tel: +1.815.734.5691.

2005 US exports reaching US$338 mil-
lion. Thus, rules currently under con-
sideration in Canada that would require
individual health certificates for each
petfood shipment are causing concern to
industries on both sides of the border.
“This was a wonderful opportunity
to attempt to harmonize requirements
where possible and reduce the fiscal im-
pact of the final rules on both the respec-
tive governments and the industry,” said
PFI vice president of technical and regu-
latory affairs, Nancy Cook. “We very
much appreciate the willingness of the
agencies to come together and meet with
us to help work through these issues.”
Representatives from other groups
with members interested in petfood
trade included the American Pet Prod-
ucts Manufacturers Association and the
American Feed Industry Association.
Look for further information on this
meeting and other regulatory issues in
the February issue of Petfood Industry.

Rinaldo Franco Spa
celebrates S0th
anniversary

Rinaldo Franco Spa, an Italian pet
accessories business, celebrated its
50th anniversary recently. Rinaldo
Franco Spa, founded in Milan in 1956,
was one of the first companies to enter
the Italian pet accessory trade.
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The Right Animals
The Right People
The Right Answers

SUMMIT RIDGE

Seane the Sndatd
for Pet Food Testing
(570)756-2656

RD 1, Box 131 * Susquehanna, PA 18847
Fax: (570) 756-2826 * Email: srf@epix.net
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Wal-Mart continues tool that allows suppliers to eval-

commitment to reduce uate themselves relative to other
packaging suppliers, based on specific met-

Wal-Mart Stores Inc. recently an- rics. The metrics evolved from a
nounced plans to continue its commitment list of favorable attributes known

to reducing packaging across its global as the “7 R’s of Packaging:” re-
supply chain by 5% by 2013. Wal-Mart’s move, reduce, reuse, recycle, re-
packaging scorecard is a measurement new, revenue and read.

Suppliers will receive an overall score
relative to other suppliers, as well as rela-
tive scores in each category. On February
1, 2007, Wal-Mart will share the scorecard
with its global supply chain of more than
60,000 suppliers. As of February 1, 2008,

: Wal-Mart will begin using the scorecard
If your emulsifier struggles with i to measure its entire supply chain.
ingredients at 20°F and colder, :

If your emulsifier leaves bone chips,

Nestlé to buy Green'’s
for US$107 million

Nestlé SA has agreed to buy Aus-
tralia’s Green’s Foods Ltd. for US$107
million to gain a larger slice of Austra-
lia’s petfood market. Green’s petfood
business sells Supercoat dog and cat

If your emulsifier cannot output 500-2,000 Ibs. / minute foods. As part of the deal, Green’s will

and you need this kind of capacity, sell its consumer food unit and its stake
o pacity in house-brand dog food label Bestcare

to Guinness Peat Group Plc. and CVC
i Capital Partners Ltd. The deal is ex-

The Pappas 225 DPE Emulsifier i pected to be complete by March 2007.

features our unique “floating knives.” o

It is equally capable with the driest P"_OV“"“ buys French

or wettest of input. Remember, . private label company;

, . . releases sales figures
we’re stainless steel, sanitary,

i The Provimi Group recently ac-
heavy duty, low-maintenance quired the assets of SESA, a private

and made in the USA. ©label petfood company in France. The

i production assets of SESA have been
acquired by the newly created entity
Provimi Pet Food France. The produc-
tion facility is located in Sens, south-
east of Paris.

The company was founded in 1992

and employs around 60 staff members.
It produces both dry dog and cat food
and semi-moist dog food.
: The Provimi Group also recently an-
Established 1921 © nounced its turnover for the first nine
. months of 2006. Sales increased by
14.6% to EUR1.3 million (US$1.7 mil-
lion). Volumes and sales showed an in-
crease in almost all regions, with partic-
ularly strong growth in North America,
developing and emerging countries and
European petfood operations.

If your people need to dismantle
and clean your emulsifier frequently,

575 E. Milwaukee e Detroit, MI 48202
313-873-1800 e Toll-Free US: 1-800-521-0888 e Fax: 313-875-7805
Email:_sales@pappasinc.com e Website: www.pappasinc.com

Petfood Industry
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Other companies try to be a jack of all feeds.

; < -
—_— i - -

Our team and Aplant are masters of one
and focused on petfood only.

Trouw Nutrition’s companion animal team We have the only AIB-certified and humidity-

and production plant are totally focused on controlled, fully dedicated petfood blending

your business. facility in North America. It is totally antibiotic
free, certified for production of organic

Our nutritionists think outside the box, blends, and no restricted-use proteins are

searching for new and unique concepts, allowed in the facility, which is completely free

products and ingredients that give you a of livestock feeds.

competitive edge. Products like OPTIMIN®

chelated minerals, inulin, FOS and egg When food-grade quality is essential, turn

biologics ... products that contribute to to Trouw Nutrition. We're focused on

improved health, hair coat, hoof quality and companion animals — and you.

better reproductive performance.

FCl U U

c >
\\ /%

FACILITY;
CERTIFICATION
INSTITUTE

CERTIFIED ORGANIC


http://www.trouwnutritionusa.com

Industry News >

Beneful wins Pack Expo
Selects awards

Pack Expo International attendees
recently elected the package developed
for Beneful Prepared Meals as the win-
ner of the inaugural Pack Expo Selects
awards program. The Selects program
was comprised of a special display and

electronic voting
system that al-
lowed tradeshow at-
tendees to recognize
the year’s most innova-
tive packaging designs
by voting for their favorite nominee.
Each of the 15 finalist packages were

Research has shown the use of Omega Protein’s® menhaden
fish meal and fish oil in a pet’s diet can benefit their appearance
and health in many ways including: a strengthened immune
system, reduced inflammation, higher trainability and a

shiny coat.

Special Select:® Menhaden fish meal, a proven stable and
reliable source of amino acids used in quality pet food
and pet treats.

| &
“Special Select

Natural Nautic:™ Menhaden fish meal now preserved with
mixed tocopherals, the natural choice for providing these
perfectly balanced amino acids.

;ZNaturaI Nautic

Virginia Prime:™ Refined menhaden fish oil, rich in EPA and
DHA, long-chain Omega-3 fatty acids that are essential to
a pet’s diet.

~Viirginia Prime..

Omega Protein® giving you the options to provide pet owners
what they want most: healthy pets.

fort/»e/\eALt/xafit

www.omegaproteininc.com
7136230060 | 800+345-8805

eOMEGA

PROTEIN

Healthy Products for a Healthy World™
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BEEF STEW

developed,  de-
signed, converted
orproduced by one
or more Pack Expo In-
ternational 2006 exhibi-
tors. Contributing exhi-
bitors to the Beneful Prepared Meals
product include Alcoa Packaging, Hans
Rychiger AG, PDC International Corp.
and Printpack Inc. The Meow Mix Mar-
ket Select wet cat food cup appeared as
one of the top five finalists for the award.

Columbia Machine
announces new
president and CEO
Columbia Machine Inc. has an-
nounced the appointment of Rick
Goode as its new president and CEO,
effective October 1, 2006. Goode has
11 years of experience with the com-
pany, most recently as executive VP.

Fancy publications
name their top product
award winners

Chomp Inc’s new training product,
Sniffers101, has been awarded a Best New
Product Award from the editors of Dog
Fancy magazine. Sniffersl01 was one of
nine products chosen and the only con-
sumable pet product selected as a winner
for this publication. Sniffers101 was cited
for its product innovation and creativity.

Each year, Cat Fancy magazine
chooses the winners of their Editors’
Choice Awards. Castor & Pollux Pet
Works was chosen to receive its third
and fourth awards in 2006. The award
was given to the company’s new Orga-
nix organic canned feline formulas and
the new Natural Ultramix Adult Feline
Indoor Formula.
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Still using paper?

Make the Move from Paper to Plastic with Bulldog™ Pet Food Packaging
for Superior Graphics, Re-sealability and Reduction of Infestation.

Patented LaserTear® scoring technology
creates precise scoring lines and custom
2-dimensional tear paths

10-color printing creates superior,
eye-catching graphics

Advanced film technology resists denting
and creasing for better shipping, stocking
and end-use performance

Gas-flushing and vacuum-packaging
technologies improve food safety and
increase consumer appeal

Bulldog patented films are developed
and supported by dedicated pet food
R&D teams

Experience Makes a World of Difference!
A global supplier for more than 100 years and the leading domestic producer of retort pet food packaging,
Alcan takes your packaging into the future. Contact us today for more information!

8770 West Bryn Mawr Avenue ¢ Chicago, IL 60631 ¢ p 773-399-8000 * f 773-399-8099 * www.alcanpackaging.com ©2006 Alcan Packaging

Bulldog Flexible Film provides
unparalleled convenience with

[
"‘ value-added applications such as ALCAN PACKAGING "|||||||||
\

Tl‘eﬁtq unique handles,die-cut designs and

ot [ zipper-closure capabilities

ALCAN "
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BILL GAMBLE;

Senior Researcher, K€ nnovation Center
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Part of the team that developed the first
all-natural antioxidants to stabilize fish oils.
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WHEN YOU'RE TRYING TO SAVE THE

IN YOUR FISH OILS,

HOOK UP WITH THE BIGGEST STABILITY

AFICIONADOS AROUND.

Before fish oils hecame a mainstream source of
omega 3 fatty acids in pet food, Dr. Bill Gamble,
Tracy Tanner, and their fellow scientists at Kemin
saw the trend in human nutrition and started
researching this over-sized stabilization challenge.
They knew oils from salmon and menhaden fish
came with a very big catch — they are some of
nature’s most difficult to stabilize.

They spent thousands of hours running com-
positional analyses of rosemary extract to identify
its active components. They ran hundreds of tests
to measure the synergistic effect of various anti-
oxidant combinations. They filled up more than a
few gigabytes of computer storage space. After
3 years, they created the PARAMEGA™ brand, the
first, all-natural antioxidant line that could reel in
the rapid oxidative properties of highly unsaturated
fat sources. Their discovery made it possible to

offer petfood diets that are both rich in omega 3
fatty acids and long on shelf life.

GONE FISHING. AGAIN.

Today, Bill, Tracy, and their brainy colleagues in
the Kemin Innovation Center are using their
ample brain cells to help customers maximize
production output and efficiency by manipulating
the interaction of several key variables. All we
can divulge is they're very close to landing a big,

big discovery.

BRAINS FOR HIRE.

If you have a problem that requires people
with encyclopedic knowledge of things like
deltazgamma homologue ratios, peroxide values,
call Kemin today. We've got the biggest fish
in stabilization chemistry.


http://WWW.KEMIN.COM

N e on the Shel es Editors note: Submissions and feedback are welcome. Contact Jenny Kvamme,
W V Tel: +1.815.734.5637, Fax: +1.815.734.5649, Email: kvamme@watinetnet.

] e {{ Real Food Toppers

-geALfoop ogeees-Jf l-keaLroop ozeecs-lf W-vealroop rorpecs-f Whole food treats

S —— X R Complete Natural Nutrition Inc. has announced the launch of
a new line of whole food pet treats, Real Food Toppers. The
treats are freeze-dried selections of meat, vegetables and fruit.
The Toppers come in eight flavors including chicken breast,
wild salmon, beef sirloin, beef liver, holiday (with turkey and
cranberries), fish ‘n chips (cod and potato) and more. Top-
pers can be fed as a dry treat or mixed into the daily diet.
www.realfoodtoppers.com

 Tell 1t All

OPPERS-

For Cats & Dogs~

Sirloin
14 SR LA

Pedigree Super Chew )

New Pedigree Super Chew is a long-lasting meaty treat for dogs, says the company. Super Chew provides
an alternative to traditional chew toys such as bones and rope toys. The chew is made to be a highly di- |
gestible and nutritionally complete treat. It is fortified with vitamins A and E, calcium and phosphorus,
while containing only 2% fat. www.pedigree.com

{( Slow-cooked taste in a can ‘ T
Tams’ Slow-Cooked canned recipes are available in Entrées, Chunks L
and Small Bites varieties for dogs and Entrées, Slices and Flakes for
cats. Various flavor combinations, textures and formulas are available for every lifestage,

=% according to the company. lams says real broth is used in its Slow-Cooked canned recipes.

A
— 00, -i’ Www.lams.com

Add 100%
Naturol Frits
& Vegetoles
ToYour

Sauce mix adds flavor and nutrition >)

Complete Blend Dog Formula is the first in a new line of sauce mixes from Pet Nutri-
tion Products. When completed, the line will include various formulations for both
dogs and cats and will be designed to address every lifestage and activity level. Ac-
cording to the company, Complete Blend is a powdered mix of 100% fruits and veg-
etables that, when mixed with water, makes a nutritious and tasty dog food sauce.
www.petnutritionproducts.com
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Our added ingredient.

Today’s technical feed formulations require
research and testing data to back up ingredient
performance claims. Our Gold Barr Service
includes the latest research data available to
serve all phases of the livestock, poultry and
pet food industries. But that’s not all. With
Gold Barr Service we source products for you
worldwide, then stand behind every ingredient
order with a 50 year-plus reputation for prompt
delivery!

For Gold Barr Service,

call toll-free to order:
Amino Acids, Buffers,

Direct Fed Microbials,

Y\ Enzymes, Flavors,
4”"?"7 Milk Replacers, Minerals,

Natural Pigments,

Pelleting Agents, Phosphates,
Specialty Ingredients,
Vitamins and Surfactants.

Bill Barr & Co., Inc.

8725 Rosehill Rd. * Suite 101 * Lenexa, KS 66215
1-800-336-BARR ¢ FAX (913) 599-0425

www.billbarr.com ¢ email: Bill@billbarr.com
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BY JENNY KVAMME, DVM, AND
DEBBIE PHILLIPS-DONALDSON

Market Retail sales
share % (USS$ billions) 2005 vs. 2004
Compan 2004 2005 2004 2005 retail sales %

Nestlé SA 241 237 945 965 2.1
Colgate-Palmolive Co. 62 62 242 254 49
Agrolimen SA 1.3 1.4 049 0.56 14.3
Unicharm Corp. 08 08 031 032 3.2
Nippon Flour Mills Co. Ltd. 0.5 0.4 019 0.18 -5.2

Table 1. Market shares, approximate global dog and cat food sales (retail
US$) and percentage of change from 2004 to 2005. Figures for Mars include
S&M NuTec LLC, acquired in 2006; figures for Del Monte include Meow Mix
Co., acquired in 2006. Source: Euromonitor International.

Why these companies lead the global petfood

industry in sales, growth and innovation

hatthe 10 companies profiled
here led the petfood industry
2000-2005 2000- 2000-2005 in 2005 is no surprise to
total 2005 value growth anyone. After all, the mem-
rowth % CAGR% (US$ billions bers of this top group don’t
change much from year to
year; typically only mergers
Agrolimen SA, Barcelona, Spain, and acquisitions affect who the players

www.affinity-petcare.com 22,632.2 196.0 5590 are and their position in the rankings.
But what about the stories behind the

rankings and numbers? How have these
companies achieved their elite status?

Palmera SpA,

Lacchiarella, Italy, www.palmera.it 272.1 30.1 44.6 Dominaﬁng the markef—again

In 2005, the most recent year for
which complete data were available
Prosper de Mulder Ltd., at press time, global dog and cat food
Doncaster, UK, www.pdm-group.co.uk 111.2 16.1 23.5 sales amounted to US$42.1 billion, ac-
cording to Euromonitor International.
As in past years, Mars Inc. and Nestlé

Vitakraft-Werke Wishrmann & Sohn, SA dominated that market, grqbbing
Bremen, Germany, www.vitakraft.de 93.5 14.1 54.1 25.2% and 23.7% shares, respectively.

Table 2. Global leaders for dog and cat
food sales by cumulative percentage
M A A growth, compound annual growth rate
STEELS (F4, AEEETD) and value (USS$ billions), 2000 to 2005.
Source: Euromonitor International.

Torino, ltaly, www.morando.it 71.7 11.4 18.5
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Both figures reflect slight declines,
even with the Mars percentage including
the share for S&M NuTec LLC, the maker
of Greenies treats acquired by Mars in
2006. But in terms of value (retail sales),
both major players showed growth, driven
by an increasing commitment to the pre-
mium segment, says Euromonitor in its
November 2006 report, the World Market
Jor Pet Food and Pet Care Products.

“The two leading players ... have
established a truly global presence,”
the report reads. “Broad brand port-
folios, with a strong focus on mid-
priced and economy brands distributed
through mainstream grocery channels,
have enabled the companies to build a
strong consumer base in both developed
and emerging markets. Indeed, the two
companies have been instrumental in
driving the development of dog and cat
food sales in emerging regions through
their extensive distribution networks
and aggressive marketing activity.”

Premiums, superpremiums rule
After Mars and Nestlé, market share
and retail sales dropped significantly to
number three Procter & Gamble Co. with
its lams and Eukanuba brands. It was fol-
lowed closely by Colgate-Palmolive, par-
ent company of Hill’s Pet Nutrition.
Both companies have also achieved a
global presence, Euromonitor says, but
their focus on superpremium petfoods
means their sales and growth lie mainly

in developed markets more likely to
have consumers with purchasing power.
Fortunately for Iams and Hill’s, such
consumers have continued to trade up
to more expensive foods for their pets.

At number seven, Nutro Products Inc.
also increased sales due to its superpre-
mium products, mainly in its US base.
In between, Del Monte Foods Co. came
in at number five and Agrolimen SA at
number six. Agrolimen enjoyed the larg-
est sales increase from 2004 of the top
10 manufacturers, riding geographic ex-
pansion in its native region, Western Eu-
rope.

Rounding out the top 10 were three
Japanese companies: Unicharm Corp.,
Nisshin Seifun Group Inc. through its
Nisshin Petfood division and Nippon
Flour Mills Co. Ltd. through its Nippon
Pet Foods. As the world’s second largest
market for pet products (behind the US),
Japan saw significant growth thanks to
pet owners’ increasing interest in the
nutritional value of petfoods, functional
foods and human-style products, accord-
ing to Euromonitor. However, the three
companies profiled here had flat or de-
clining shares of the global market.

A C?rowing and innovative
industry

Table 1 includes 2004 and 2005 mar-
ket shares and retail sales for the top 10
companies. The 2005 retail figure is re-
peated in the profile of each company in

this article, but we’ve
also includ-

ed 2006 .
data

where available.

Table 2 lists petfood company lead-
ers in growth, while Table 3 (p. 20)
lists innovation leaders as measured by
new product development. Obviously,
these two areas go hand in hand.

Most experts predict the petfood in-
dustry will continue to grow worldwide
through at least 2010. Though growth is
expected to be more sluggish in devel-
oped regions, it will continue because
of ongoing trends affecting product de-
velopment—more people treating their
pets like human family members, high-
er disposable incomes and a desire for
convenience, including with packaging.

In emerging markets, such as Eastern
Europe, Latin America and China, growth
is exploding and should continue at a rap-
id pace. As consumers in these markets
increase their purchasing power, they are
more likely to place value on pet nutrition,
thus transitioning from table scraps and
homemade meals to prepared petfoods.
Simultaneously, petfood companies are
expanding distribution into these areas, as
are pet-related retail outlets.

All this promises a positive future
for the entire industry, including the
10 leaders. Read on to find out what
they’re doing to shape that future for
themselves.
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Mars Inc.

(Mars Petcare)
World headquarters: Mclean,
Virginia, USA
Approx. 2005 global retail
sales: US$10.26 billion
Officers: Doug Cahill, president,
Mars Petcare US
Top brands: Pedigree, Whiskas,
Waltham, Cesar, Sheba, Kitekat
New products: Pedigree Super
Chew, Greenies

Websites: www.mars.com; www.
waltham.com; www.pedigree.com

Mars operates three core businesses
(snack food, pet care and main meal
food) in most parts of the world. Ac-
quisitions was the name of the game in
2006, as Mars acquired S&M NuTec,
maker of popular pet treats sold under
the Greenies brand, and Doane Pet Care
Enterprises Inc., previously known as
the world’s largest supplier of private
label petfoods. Doug Cahill, president
and CEO of Doane, was chosen to run
Mars’ North American pet care business
in Nashville, Tennessee, USA, where
Doane was headquartered. In late March
2006, Doane reported sales of US$991.6
million for fiscal year 2005, down 5.7%
from a year earlier. Doane’s European
business was sold to another party.

In the past year, a new easy-to-di-
gest version of Greenies was released
for adult dogs to help clean teeth and
freshen breath. According to Mars, the
formula is based on patent-pending sci-
ence rooted in dog biology.

Nestlé SA (Nestlé Purina
PetCare)

World headquarters: Vevey,
Switzerland

Approx. 2005 global retail
sales: US$9.65 billion

Officers: W. Patrick McGinnis, CEO,
Nestlé Purina PetCare; Terence Block, presi-
dent, PetCare NA; Rock Foster, CFO

Top brands: Puring, Friskies, Alpo,
Beneful, Fancy Feast, Mighty Dog, Pro
Plan, Beggin’ Strips, Busy Bone, Bakers,
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Felix, Winalot, Go Cat, Gourmet Gold,
Vital Balance, Vitalife

New products: Beneful Prepared
Meals, Fancy Feast Elegant Medleys,
Purina ONE Natural Blends, Naturals
by Purina Cat Chow brand

Websites: www.nestle.com; www.

purina.com
Employees: 7000

During the first nine months of 2006, net
sales for Nestlé amounted to US$5.69 bil-
lion (CHF72.2 billion), an increase of 9.1%
over the same period in 2005. The PetCare
segment achieved 6.9% organic growth.
PetCare category sales were US$4.36 bil-
lion (CHFS5.53 billion). Growth in North
America continues to accelerate.
According to Keith Schopp, vice
president of public relations, the com-

pany’s keys to growth include innova-
tion based on humanization and a fo-
cus on the consumer. Growth was also
strong in Europe, with strategic brands
such as Bakers, Purina ONE, Gourmet
and Beneful doing particularly well.
Many successful new products were
launched by Nestlé Purina in 2006. One
of the most innovative was Beneful Pre-
pared Meals, a new family-style food for
dogs with such eye appeal that it war-
ranted innovative packaging to clearly
show the product on the store shelf.
Nestlé Purina also released natural
products, plus Fancy Feast Elegant Med-
leys wet cat food in a shelf-ready tray
pack. This packaging eliminates the need
for single-can stocking and improves the
shopping experience, according to Nestlé.

Innovation leaders

Compan

New SKUs
2003-2006

Mars Inc., Mclean, Virginia, USA, www.mars.com 844

Bravo Raw Diet, Vernon, Connecticut, USA, www.bravorawdiet.com 175

Drs. Foster & Smith, Rhinelander, Wisconsin, USA, www.drsfostersmith.com 152

Inaba Pet Food, Yui, Shizuoka Prefecture, Japan, www.inaba.com

107

Nisshin Seifun Group, Tokyo, Japan, www.nisshin.com 74

Merrick Pet Care, Amarillo, Texas, USA, www.merrickpetcare.com 63

Colgate-Palmolive Co., New York, New York, USA, www.colgate.com 59

Ahold, Amsterdam, Netherlands, www.ahold.com 54

o
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Chelmsford, Massachusetts, USA, www.oldmotherhubbard.com 50

Natural Balance Pet Foods Inc.,
Pacoima, California, USA, www.naturalbalance.net 44

Table 3. Total number of new product SKUs for 2003 to 2006 from petfood
manufacturers and marketers worldwide. Includes treats. Source: Datamonitor.
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Don’t miss the early bird discounts_io
Petfood Forum and Petfood Focus 2007

April 16-18 at the Hyatt Regency O’Hare Hotel, Chicago, lllinois, USA

Petfood Forum is the premier event for busy petfood industry executives like you.

It's the only conference that offers exciting and informative sessions, plus
plenty of networking opportunities and access to other professionals in this
fast-growing and dynamic field.

Learn about petfood marketing, production, pet nutrition and regulatory
olo)0Forum issues. Check out all the topics at www.wattnet.com/petfoodforum.

New Products.New Opportunities.

New for 2007! Three exciting general sessions:

* Retailing extra: Pet retailing executives explain all about what
pet owners want and need.

e Leaders roundtable: Petfood company CEOs on where the future
of the industry is headed.

e Future trends: Gain access to our exclusive in-depth market research and
take a peek at what the global petfood industry will be like in five years.

Plus! Petfood Focus 2007: Treats

April 18-19, Hyatt Regency O’Hare Hotel, Chicago, lllinois, USA

This comprehensive educational program offers an in-depth look at the
exploding market for pet treats. Learn about new products around the
world, one company’s success with treats, functional ingredients, production
innovations, new packaging ideas, regulatory issues and more!

Register by January 25, 2007, to save up to 15%.
Register for both events and save even more!

(Discounts for exhibitors, too!)

Turn the page or go to www.wattnet.com/petfoodforum.

Petfood WAIT
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Registration Form

Or register online at www.wattnet.com/petfoodforum

Petfood Focus on Treats
April 18-19, 2007
Hyatt Regency O’Hare Hotel
Chicago, Illinois, USA

ocus

Petfood Forum 2007
April 16-18, 2007

Hyatt Regency O’Hare Hotel
Chicago, Illinois, USA

elelbForum

New Products. New Opportunities.
New Products.New Opportunities.

Petfood Focus discounted rate if

Registration Date Petfood Forum Petfood Focus on Treats also registered for Petfood Forum
Prior to January 25, 2007 US$795 US$595 uSs$470
January 25 - March 15, 2007 US$865 US$630 US$490
After March 15, 2007 US$955 US$695 US$560

Choose your event(s): O Petfood Forum 2007 only O Petfood Focus on Treats only

(3 Both Petfood Forum and Petfood Focus
Please type or print CLEARLY, IN CAPITAL LETTERS (as you would like it to appear on your name tag):

Name (last, first)** Company name

Address City

State Zip/postal code Country / province
Phone Fax E-mail

**For additional attendees, please use a photocopy of this form, or register online at www.wattnet.com / petfoodforum.

Method of payment: 3 Check O Money order O MasterCard O VISA

O American Express (O Discover

Personal name on credit card Card number

Signature Expiration date

Registration for Petfood Forum 2007 includes four meals, two receptions and three refreshment breaks;
for Petfood Focus on Treats, one reception, one breakfast and one coffee break.

Please return this form with full payment (payable to NOTE: Registrations will not be processed without payment. Rate

Watt PUthhlng Co.—Petfood Forum/ Focus 2007) to: is determined by date payment is received. Prior to March 15, 2007,

attendee registration fees are refundable minus a cancellation fee; for
Petfood Forum / Focus 2007 more information, contact Marcia Riddle at mriddle@wattnet.net or

122 S. Wesley Ave. +1.815.734.5633. Substitution of registered personnel is available at no

. charge. Watt Publishing. Co. reserves the right to substitute speakers
Mt. Morris, IL 61054-1497 USA and change schedule as necessary. If anyone in your party requires
Fax +1.815.734.5631 special assistance, please contact us.

PLEASE MAKE HOTEL RESERVATIONS DIRECTLY WITH THE HYATT REGENCY O'HARE HOTEL
In the US, Canada and territories, call +1.800.233.1234. All others, call +1.847.696.1234.

Be sure to identify yourself as a Petfood Forum 2007 or Petfood Focus on Treats participant prior to March 30, 2007, to
receive our special group rate. Room availability is limited; reservations will be handled on a first come, first served basis.

Are you interested in exhibiting at Petfood Forum 20077
Please provide the following information:
Name Company name

Telephone E-mail

Or contact Ginny Stadel at +1.815.734.5691 or gstadel@wattnet.net. For more information, visit www.wattnet.com/ petfoodforum.
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Procter & Gamble Inc.
(P&G Pet Care)
World headquarters: Cincinnati,
Ohio, USA (P&G Pet Care: Dayton,
Ohio, USA)
Approx. 2005 global retail
sales: US$2.82 billion
Top brands: Eukanuba, lams

New products: lams Smart Puppy,
lams Small and Toy formulas, Slow-
Cooked can recipes

Websites: www.pg.com; www.iams.
com; www.eukanuba.com

As a company, Procter & Gamble
(P&G) had net sales of US$68.2 billion
in the year ending June 30, 2006. This
value was an increase of 20% versus
the same period last year. The major
brands produced are [ams and Eukanu-
ba. Both brands include superpremium
dog and cat foods and treats, with lams
sold worldwide in most channels (in-
cluding grocery and mass merchandis-
ers), while Eukanuba is sold exclusive-
ly in pet specialty stores and veterinary
clinics in North America.

Net sales for the global business unit
that includes the Pet Health, Snacks and
Coffee segments were US$4.38 billion
for the year ending June 30, 2006. This is
6% of P&G’s company sales, which was
up 2% from the same period last year.
Sales in Pet Health were down slightly
due to strong competitive activity in
North America and Western Europe, ac-
cording to the company’s annual report.

Colgate-Palmolive Co.
(Hill's Pet Nutrition)

World headquarters: New York,
New York, USA

Approx. 2005 global retail
sales: US$2.54 billion

Officers: Robert C. Wheeler, CEQ,
Hill's Pet Nutrition; Neil Thompson,
president, Hill's International; P. Justin
Skala, president, Hill's North America
Top brands: Hill's Science Diet, Hill's
Prescription Diet

Websites: www.colgate.com, www.
hillspet.com

Main plants/facilities: five facili-
ties, plus more than a dozen offices
worldwide

Number of employees: 2,500,
more than 170 veterinarians

Founded in 1939 by a veterinarian, Hill’s
Pet Nutrition has been part of the global
consumer goods powerhouse Colgate-
Palmolive since 1976.

According to Colgate’s 2005 annual
report, Hill’s increased unit volume by
4% that year and sales and operating
profit by 6%. It did this via product
innovation, including large breed and
small bites extensions of its Science
Diet Lamb & Rice Recipe line and
Prescription Diet Canine j/d, based
on the science of nutrigenomics. Data
from Datamonitor show Colgate/Hill’s
ranking 14" globally in new product
launches from 2003 to 2006 (Table 3).

Through the third quarter of 2006,
Colgate reported all five of its operating
divisions—pet nutrition, plus four geo-
graphic divisions of its oral, personal
and home care products—experienced
sales and profit increases. This was sup-
ported by record advertising spending,
according to the Colgate’s World Fact
Sheet on the company website.

Robert Wheeler, CEO of Hill’s, ex-
pects growth and new product develop-
ment to continue not only for his com-
pany but also the petfood industry in
general. “We will see the pace of prod-
uct innovation continue,” he told Pet-
food Industry last year. “As we learn
more about the benefits of good nutri-
tion, we will see an increase in prod-
ucts designed to keep pets healthy.”

Del Monte Foods

World headquarters: San
Francisco, California, USA

Approx. 2005 global retail
sales: US$1.43 billion

Officers: Jeffrey M. Watters, senior
VP, pet products

Top brands: 9lives, Cycle, Gravy
Train, Kibbles ‘n Bits, Nature's Recipe,
Reward, Skippy, Meow Mix, Alley Cat,
Milk-Bone, Jerky Treats, Meaty Bone,

Pounce, Pup-Peroni, Snausages

New products: Meaty Bone Denta
Delicious, Snausages Roverolis, Canine
Carryouts Pizza flavor, Kibbles ‘n Bits
Brushing Bites

Plant locations: Bloomsburg,
Pennsylvania, USA; Lawrence, Kansas,
USA,; Decatur, Alabama, USA; Buffalo,
New York, USA

Employees: 7,500

As a result of recent acquisitions, Del
Monte has added the Meow Mix, Alley
Cat and Milk-Bone brands to its pet prod-
ucts portfolio. Del Monte also produces
private label petfood products. The com-
pany has market shares of 8.8% in the
dry dog food category, 7.3% in wet dog,
4.5% in dry cat food, 19.6% in wet cat
food, 38.8% in the chewy dog snack cat-
egory, 11.8% in the biscuit/crunchy dog
snack and 20% in the cat treats category.
During fiscal 2006, Wal-Mart was Del
Monte’s top customer, representing ap-
proximately 30% of the company’s gross
sales and an even higher percentage of
sales for the pet products business.

Pet products are primarily manufac-
tured at four of Del Monte’s production
facilities, located in the US and American
Samoa. The company also uses a limited
number of third-party co-packers and
re-packers located in the US and Thai-
land to supplement production capacity.
The company operates a R&D facility in
Terminal Island, California, USA, where
it develops product lines and researches
products for the petfood business.

Agrolimen SA (Affinity
Petcare SA)

World headquarters: Barcelona,
Spain

Approx. 2005 global retail
sales: US$562 million

Officers: Carlos Argenté, CEO/VP
marketing; Franc Andreu, operations
managing director; Francesc Blanch,
VP R&D ; Patricia Larumbe, VP busi-
ness development

Top brands: Affinity, Ultima (UK),
Rubadub (snacks/treats), Brekkies,
Brekkies Excel (cat), Advance, Ad-
vance Veterinary Diets
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New products: Ultima, Advance
Special Puppy Care, Advance Steril-
ized (12 new dog foods, 10 new cat
foods, three new snack/ireats)

Websites: www.affinity-petcare.com

Plant locations: one plant in Spain,
two in France

Employees: 720

Affinity offers a wide range of prod-
ucts, from special veterinary diets to su-
perpremium foods. Despite its size, the
company distributes its products within
a limited area geographically, mainly the
European Union (EU). Affinity operates
in the EU as if it was a single country.
This facilitates a limited cost structure
and greater visibility to its customers,
competitors and consumers.

Affinity is focused on organic growth
in the EU. It is looking to expand selec-
tively in markets with good potential.
The company sees future growth oppor-
tunities through increased distribution.
In the countries where Affinity is not a
leader, increased advertising support is
helping brands launched during the last
three years to gain awareness and recog-
nition with consumers.

In 2006, Affinity introduced 12
new dog foods, one new treat/snack
product for dogs, 10 new cat foods
and two new cat treats/snacks. A new
brand, Ultima, was introduced to the
UK market as Affinity’s superpremi-
um brand in the grocery channel. It is
currently the third best-selling dry dog
product in the grocery channel and is
closing the gap as the second best-sell-
ing dry cat product in this channel.

According to Carlos Argenté, CEO/
VP of marketing, “We strive to be known
for taking care of the well-being of dogs
and cats. In relation to our trade partners,
we strive to be known for innovations
and value creators. Where we are not
leaders, we would like to be perceived as
the challengers in the category.”

Nutro Products Inc.

World headquarters: City of
Industry, California, USA

Approx. 2005 global retail
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sales: US$536 million

Officers: David Kravis, CEO; Mike
Satterwhite, executive vice president;
Ladd Hardy, senior vice president,
marketing

Top brands: Max Dog, Ultra Dog,
Max Cat Gourmet Classics, Natural
Choice Complete

New products: Ultra Large Breed
dog food, Ultra Small Breed dog food,
Natural Choice Whole Brown Rice &
Lamb Senior dog food, Natural Choice
Healthy Desserts dog treats, Natural
Choice Small Bites Lite and Senior

dog food, Max Cat Gourmet Classics
Pouches

Websites: www.nutroproducts.com,
www.ultraholistic.com

Main plants/facilities: Victorville,
California, USA, and Lebanon, Tennes-
see, USA

Celebrating its 80™ anniversary in
2006, privately owned Nutro Products
Inc. has staked its success and contin-
ued growth on a commitment to the pet
specialty channel. “Nutro creates a true
partnership with pet specialty, working
hard to provide retailers with the tools
necessary to compete in a crowded
marketplace with the best combina-
tion of people, products and marketing
programs,” says Margaret Goodall,
director of marketing. “We work hard
to help bring consumers into pet spe-
cialty stores, we educate store employ-
ees to speak knowledgeably about our
foods, and finally, we make foods that
perform, so consumers will continue to
come back for more.”

Other keys to growth cited by
Goodall include using all-natural in-
gredients, making foods that pets en-
joy and thrive on and staying abreast
of research. New products from the
company reflect all these elements, she
says. For example, new small bites for-
mulas are for dogs and cats that prefer
a smaller kibble size, and large-breed
dog foods provide for the different
nutritional needs of specific breeds
of dogs. Nutro also introduced what
Goodall calls a unique system with
omega-3 and omega-6 fatty acids.

With its focus on one channel, the
company always finds it a challenge to

help bring consumers into pet stores,
Goodall says. “Consumers are often
swayed by the convenience of buying
their pet foods at grocery stores. It is
our job to educate them that pet spe-
cialty retailers continue to carry foods
that use better ingredients and provide
better performance,” she explains.

Despite that challenge, Goodall
says the company continues to outper-
form the average industry growth rate
each year and expects continued strong
growth for 2007, especially in its cat
and holistic brands. “We believe cat
owners are turning more and more to
superpremium foods that provide their
cats with superior nutritional value and
performance,” she says. “We have also
seen a growing trend toward holistic
foods for pets. We introduced our Ul-
tra brand in 2004 to begin to meet the
needs of this market. In 2006, Ultra be-
gan to really take off, and our expecta-
tions for 2007 are for us to continue to
build our holistic business.”

Unicharm Corp.
(Unicharm PetCare Corp.)
World headquarters: Tokyo,
Japan
Approx. 2005 global retail
sales: US$317 million
Officers: Toshio Takahara, chairman;
Gumpei Futagami, president/CEO
Top brands: Aiken Genki Gin no
Sara; Neko-Genki Silver Spoon
New products: Ginno Sara for
dogs 7 years and older, Fukkura
Dry dog food, Ginno Spoon Umino
Gourmet cat food, Ginno Spoon Can
cat food

Website: www.uc-petcare.co.jp

Main plants/facilities: ltami
Hyogo (petfoods) and Mie (pet care
products)

Number of employees: 180

On a new product tear since 2003,
Unicharm PetCare Corp. is a divi-
sion of Tokyo-based Unicharm Corp.,
maker of baby, personal and hygiene
products. In 2005 and 2006, the pet
division continued its product develop-
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ment blitz with at least four new prod-
ucts, including extensions of lines that
have captured 33% market share for
gourmet dog and cat foods.

To what does the company attribute
this rapid growth? “We believe the
key for growth is product development
meeting needs in line with trends,”
says Gumpei Futagami, president/ CEO
of Unicharm. He explains that this fo-
cus also helps the company add value
to existing products.

Unicharm differentiates itself from its
competition by adhering to a firm strat-
egy of researching consumer needs, con-
ducting in-depth analysis to convert those
needs into products, increasing the aware-
ness of the products via marketing and ad-
vertising, and expanding sales. “We have
accumulated and analyzed consumer
data for the past 20 years and have been
carrying out consumer tests,” Futagami
says. “For food we have an independent
R&D team inside our factory, and we
emphasize speed in converting needs into
products. In terms of technology, recent
palatability enhancing technology applied
to our gourmet petfoods is unique.”

Futagami says Unicharm has grown
13-14% annually since he became presi-
dent in 2001, and he expects continued
growth.

Nisshin Seifun Group Inc.
(Nisshin Petfood Inc.)

World headquarters: Tokyo,
Japan

Approx. 2005 global retail
sales: US$217 million

Officers: Osamu Shoda, chairman
of the board; Hiroshi Hasegawa,
president

Top brands: Run, Carat, Lovely
New products: JPStyle dog food

Websites: www.nisshin.com, www.
nisshin.com/english/english36.html

Plants/facilities: 21 in Japan,
Canada, US, Belgium, Germany,
Netherlands, Singapore, Thailand,
Indonesia, China

Under the Nisshin Seifun Group
umbrella, Nisshin Petfood Inc. mar-

kets to predominantly Japanese pet
owners. The parent holding company,
which traces its roots in Tokyo to 1901,
oversees other businesses as diverse
as flour milling, foods, animal feed,
pharmaceuticals and engineering.

In developing its petfood products,
the company cites Japanese cultural
trends such as an aging population and
increasing single-person households.
“For many, their pet is now an impor-
tant member of the family and a life
partner with which they have an emo-
tional bond,” according to the Nisshin
website. The company keeps this “new
level of emotional attachment in mind”
with its product lineup, which includes
Run dog foods, Carat cat foods and
Lovely foods for small pets.

To capitalize further on the cultural
changes, Nisshin launched a premium
dog food, JPStyle, in February 2006,
via mail order. The new product has
contributed to increased dog food sales
and is the centerpiece of a new com-
pany focus on premiums. Sales have
also risen significantly for cat food,
particularly dried and pouch products
and foods for older cats, according to
Nisshin financial statements.

In addition to products, Nisshin Pet-
food provides a pet advice and consul-
tation service to its customers, which
also allows the company to gather up-
to-the-minute feedback on pet owners’
needs.

10 Nippon Flour Mills Co.
Ltcf (Nippon Pet Foods
Co. ld.)

World headquarters: Tokyo,
Japan

Approx. 2005 global
retail sales: US$183
million

Officers: Hiroshi
Sawada, chairman

and CEO; Masataka
Horikawa, director and
vice chairman; Wataru

Aosaki, president and COO
Top brands: Nippn, Vita-One

Websites: http://e-nippn.com

Plants/facilities: 12 plants plus
seven offices in Japan, one mill in
China, two mills plus one office in Thai-
land, three facilities in US

Also headquartered in Tokyo, the
110-year-old Nippon Flour Mills Co.
Ltd., which claims to be the first indus-
trial flour milling company in Japan
to introduce western-style machinery,
manufactures dry dog and cat foods
under Nippon Pet Foods Co. Ltd. (NPF
Japan). Besides petfoods and flour
milling, Nippon manufactures and sells
food ingredients; processed, frozen and
health foods; and cosmetics. Most fall
under the corporate Nippn brand.

Key to the company’s success and
competitive edge is its research and
development. “NPF Japan has its own
R&D center where 100 dogs and cats
are bred,” states the company’s web-
site. “Appetite, discharges and physical
conditions are being monitored to col-
lect effective data in developing safe
and quality dog and cat foods.”

The company also takes pride in
its advanced manufacturing methods,
claiming to have become, in 2001, the
first petfood manufacturer to be cer-
tified to ISO 9001 (the international
quality management standard). Though
Nippon operates globally, its petfoods
are marketed mainly in Japan. Com-
pany financial statements say sales of
petfood products have increased great-
ly, though Euromonitor numbers show
a sales decline in 2005. The company
credits the rising number of pet lov-
ers in Japan for growth. “Keeping pets
has a positive effect on people, and the
market for pet products is expanding,”
reads the financial statement.

-
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AFB and NuPetra have come together to mee
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“the needs of pet food marketers worldwide.

NuPetra and its BioFlavor® brand are
now part of AFB, allowing us to enhance
our responsiveness and fulfill all your
current and future palatability needs.

Broadened Product Line

Expanded Production Capacity

Extended Research and
Development Capabilities

A Clear Focus On The Future

@ AFB

International

www.afbinternational.com
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Scott, Wigger, Thompson

and Futagami share their ir

BY TIM PHILLIPS, DVM

hat’s the state of the petfood industry
today, and where is it headed? Petfood
Industry magazine recently asked sev-
eral industry leaders for their insights.
Here is some of what they had to say.

What'’s best inside
Jim Scott, Old Mother Hubbard

Jim Scott Jr. is the CEO of Old Mother Hubbard in
Chelmsford, Massachusetts, USA. He tells Petfood In-
dustry that he is especially proud of the company’s
Wellness brand. Scott notes, “The brand was con-
ceived about 10 years ago. My family has an 11-
year-old Yellow Lab named Boomer. When he was
about a year old, and we had three small children,
he had several health
problems. Our veterinar-
ian told me that the dog
had serious health issues
and probably would not
live a long life.”

Scott decided he want-
ed to see ifa change in diet
could help. He talked with
his people about mak-
ing the healthiest petfood
possible. They brought in
a PhD in animal nutrition,
a holistic veterinarian and
a PhD in human nutrition.
“We came up with a diet,”
Scott remembers, “but
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having a blank stare.”

ants

there were concerns about it costing too much. I did not want
to worry about cost. I believed that if we made the right diet,
one that would be best for the inside of the pet, we would sell
it. That turned out to be true.”

When asked to assess the state of the petfood industry,
rather than repeat others’ points about the humanization of
pets and petfoods and the fragmentation of retail channels,
he says, “The industry will become more fragmented as pet
owners seek out customized dietary solutions for their pets.

That’s why we believe that people who
sell our petfoods should be
trained to give proper ad-

“*He related to vice to pet owners.”
- Regardin chal-
Boomer, insteadof | | " G

Scott notes, “We get
pressure to add prod-
ucts to increase shelf
space, but we will not
play the ‘real estate’ game.
Any new products that we introduce
must provide real dietary solutions for our four-legged
friends. In doing that, we build a defensible and sustainable
consumer franchise for the independent retailer. We also
know we could turbo-charge palatability by using certain
ingredients, but we are committed to do what’s best for the
inside of the pet.”

To illustrate his point, Scott recounts a recent visit he and
Boomer made to the hospital. They visited a young man who
had sustained brain damage about six months before. Ac-
cording to the man’s mother, it was the first time her son
reacted to his surroundings. “He related to Boomer, instead
of having a blank stare,” says Scott. “That’s just one example
of the tremendous value of pets.”

—Scott



Opportunity vs.

regulations
Dr. Jirgen Wigger,

Bewital

Dr. Jirgen Wigger is the general man-
ager of the petfood company Bewital in
Stidlohn-Oeding, Germany. He notes that in
Western Europe, companies
are not seeing much volume
growth but are noticing a
shift from leading brands
to niche products. “One
important reason for this,”
says Wigger “is the intense
communication of pet own-
ers via the Internet, leading
to groups of customers with
very specific requirements.”
This means smaller produc-
tion batches and opportuni-
ties for medium-sized pro-
ducers like Bewital.

In most Eastern Europe-
an markets, Bewital is see-
ing strong volume growth. But, due to relatively low incomes
there, the growth is mainly in economy products. Further-
more, the aggressive expansion of large, international grocery
chains (Carrefour, Tesco, etc.) favors the
development of robust store
brands. “Medium-sized
producers have to “wae
decide if they want I
to be in business
with large grocery

= o
chains or maintain entries.
their niche strategy,” . —Thompson
says Wigger. “We have
chosen the niche op- .

tion. It will require patience and

persistence, but we are confident this strategy will pay off

in the long term.”
Wigger went on to predict:

® The structure of markets will become more similar in dif-
ferent countries. Especially in larger cities, Bewital is see-
ing fewer differences between developed and developing
countries.

® The overall size of the market will increase substantially
due to the growth in less developed markets.

©® The desire of customers to treat their pets especially well
will lead to niche markets. Thus, the premium segment will
have to have the flexibility to produce smaller batches.
When talking about potential problems, Wigger cites:

® Poor products possibly damaging the image of industrial

“The structure
of markets will become
more similar in different
countries.”

m impressed by
the number of new

petfoods.
©® More governmental regu-
lations that will make it more
difficult to explain product
differences. “This could lead
to a standardized petfood
and the loss of any potential
for value creation,” he thinks.
® Increasing protectionism mak-
ing the international trade of petfood
more difficult. For example, he notes, “European
petfood producers have to obtain a registration opposing bio-
terrorism to export their products to the US. These restrictions
create uncertainties for our international business.”

—Wigger

Disease hurdies
Angelle Thompson, PhD,
Thompson PetTech

Dr. Angelle Thompson is a product development and regula-
tory consultant based in Basking Ridge, New Jersey, USA. She
tells Petfood Industry that movement of pet products worldwide
will continue to face regulatory hurdles raised by diseases such
as BSE, avian influenza and exotic Newcastle disease—even if
there is no opportunity of transmission by petfood. Another po-
tential problem is a dwindling fish population. “If predictions
are correct,” she says, “the<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>