








Some key findings from this report...

Mid-afternoon confectionery products:
Tokiwa Yakuhin's Tokiwa Ki Mazuijan and
Old-Fashioned Creme-Filled Barber Pole

Source: Growth Opportunities in Confectionery

“Confectionery products that contain energy boosting
ingredients are likely to perform well during this
primary consumption occasion, such as Tokiwa
Yakuhin's Tckiwa Ki Mazuijan sugar confectionery hard
gum, which launched in Japan in June 2007. This
product is designed to prevent drowsiness. It
reportedly has a ‘shocking taste’ that acts like a blast to

wake up the consumer...”

Your questions answered...

Chocolate claims the largest share of European confectionery
market value. By 2010, the total European chocolate market will
reach a value of $35.4bn out of a total market value of $61.2bn.

The US confectionery market will experience stronger average
annual growth compared to Europe reaching $33.0bn by 2010.

Twelve of the top 15 flavors used in confectionery NPD are
natural. Fruit provides an element of healthiness that makes
products more acceptable to health-conscious consumers. Business
Insights industry survey confirmed that 'natural’ will be the most
important health trend in confectionery over the next five years.

Mid-afternoon offers the strongest growth potential for
confectionery products over the next five years. Over a third of
industry executives rated this daypart with ‘most growth potential’.

Growth in sugar confectionery is weak. Although it is the second
largest category in US confectionery behind chocolate, it lags far
behind in terms of both value ($8.5bn) and CAGR (1.5% to 2010).

Chocolate and hazelnut combinations are
growing in popularity: Network Foods
Industries Hazelnut with Cereal bar

Source: Growth Opportunities in Confectionery

“A popular flavor combination is chocolate and
hazelnut, which provides an indulgent taste profile that
fits well with consumer demands for premium and
luxurious confectionery products. Chocolate and
hazelnut have experienced the strongest increase in
prevalence within NPD between 2005 and 2007 (both a
growth of 0.5 percentage points). In Thailand, a crispy
chocolate and hazelnut countline produced by Network
Foods Industries Sdn. Bhd. was launched for consumers
in April 2007..."

What were the most innovative new confectionery product launches
in the last year?

Which flavors and ingredients are most popular in confectionery
NPD and which emerging flavors are predicted to grow in the
future?

What are the key regional trends in each of the major confectionery
categories?

Which NPD, marketing and M&A strategies have leading and
smaller companies used to drive expansion?

How will health claims regulations affect the market in Europe?

Which confectionery categories are the most innovative and which
have attracted the most investment in innovation?

How are leading confectionery companies reacting to the ethical
issues of sustainability, climate change and packaging?

Which European countries will experience the strongest growth in
confectionery market value and volume to 20107



Sample Information: ‘Growth Opportunities in Confectionery’

Chapter 4: Innovaton in Confectionery

° . ° Table 4.20: Top 10 innovative confectionery companies
Innovative confectionery companies
Nestlé is the most innovative confectionery company in the Company Y ofrespondents
. . . Nestlé 18.3%
world according to 18.3% of industry executives surveyed for Cadbury 125%
Mars 9.2%
this report. Despite its problems in the UK, such as a salmonella Kral 6.7%
II_ershey 5 .8“/:':
scare, Cadbury’s image as an NPD leader appears to have been Wsley S
. . . . D: 2.5%
untainted, and with 12.5% of the industry’s vote; it takes second Feero 235
. , General Mills 1.7%
place behind Nestlé.
Source: Business Insights Industry Opinion Survey Business Insights Ltd

Cadbury made the shrewd move in May 2005 to acquire a

rapidly growing chocolate brand that was making a big impact on the chocolate market, Green & Black’s, the most
successful organic confectionery brand in the UK. With rising interest in the quality and provenance of ingredients and
growing health awareness, Green & Black’s was becoming a threat for the global company. Craig Sams (the founder of
Green & Black’s) and Cadbury frequently state that the quality, strategies and ethos behind the brand will not be
transformed.

In June 2006, Cadbury had to recall £30m worth of chocolate bars following a salmonella outbreak at one of its plants. A
pipe broke at its plant in Marlbrook, Herefordshire causing the contamination. In a trading update in December 2006,
Cadbury Schweppes said its sales performance for 2006 was set to meet previous guidance, which estimated revenue
growth of 4%, despite declines in the UK and Nigeria. The 50% owned subsidiary Cadbury Nigeria was fined £15m for a
“significant overstatement” of finances in 2006, and there were additional costs of £133m relating to a restructuring
program.

Cadbury turned its NPD attentions to adult brands investment in 2007, such as Bournville’s Deeply Dark. Cadbury’s
children-targeted products such as Cadbury’s Buttons have been experiencing a decline in value sales in the past 18
months, as parents look for more permissible alternatives for their children. Cadbury also experienced negative press
relating to promotional activity which was aimed at children. The GetActive token collecting campaign provoked criticism
from the British Heart Foundation and National Heart Forum among other groups. Tokens were printed on chocolate bars
and, once collected, could be used to claim sports equipment for school use during 2003 and 2004. The volume of

chocolate that would need to be consumed in order

to exchange the vouchers for sports equipment was
“We understand that schools often need to raise extra money, but these
schemes can contradict healthy living messages taught in schools. It doesn’t
British Heart Foundation, said in 2004: make sense for schools to be dependent on money donated by eating junk food
that puts their students’ heart health at risk.”

criticized. Nicki Cooper, Head of Education at the

Despite issues of salmonella, criticized marketing
initiatives and declining sales in certain regions, Cadbury continues to be viewed as the second most innovative
confectionery company in the world by the industry opinion poll. This is unsurprising. Cadbury may have experienced
troubles in recent years but it has remained steadfast in its approach to growth and profitability worldwide. The company'’s
latest partnership with the Carbon Trust in the UK (see Chapter 5) will provide a huge boost to Cadbury’s reputation among
consumers. Future NPD is likely to focus on providing an ethical focus as well as healthier alternatives with lower sugar,
more natural ingredients.
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