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The Food Economy, Global Issues and Challenges as seen by a food retailer.

The company I work for is Royal Ahold, an international group of food retail chains that do business under their own names like Albert Heijn in the Netherlands, Albert and Hypernova in the Czech Republic, ICA in Sweden, Norway and the Baltic States and Giant and Stop&Shop in the USA. In total we operate over 5000 Super- and Hypermarkets. Each week our company meets the needs of millions of customers, with wide choice, pleasant shopping environment and affordable quality food for all budgets. With over 170,000 associates and consolidated net sales of approx. USD 30 billion, Ahold is one of the leading food retailers in the United States and Europe.
We are facing heavy competition in all market where we operate and need to be very price competitive. But nowadays that is not enough. Consumers all over the world expect us to deliver absolutely safe quality food which has been produced in a sustainable manner, with adequate product information. For this we need to cooperate with consumer -focussed partners in the supply chain. We expect them to produce on basis of internationally recognized standards, which lead to reliable certificates, based on third party auditing. Over the last 10 years my company has been very much involved in setting up such certification schemes for fresh and for pre-packed food products. Let me explain this in more detail.
1. FOOD SAFETY
Food Safety is the very first thing we need to secure. Our customer’s should never have concerns over the safety of the food they buy in our stores. As such, we don’t see “safety” as a part of “quality”, but as a pre-condition for which the whole supply chain bears responsibility. 

Due to better technology food has never been as safe as today. But if things go wrong, you could face big crises like BSE and Dioxine. 
A simple chicken curry ready to eat meal may have ingredients from 
40 sources from 16 countries. So, the simple legal obligation to secure “traceability” is in fact a complex task. We need to be sure that our suppliers apply the same good manufacturing principles and have “tracking and tracing” mechanisms in place. In most cases the use of bar codes can simplify the traceability task and we expect that the future use of “RFID” (Radio Frequency Identification) will push further efficiency in ordering, storing, transport and traceability.
For us the EUREPGAP, now re-named “GLOBALGAP” certification is a very important tool to be sure that fresh products are made in a safe manner, with good agricultural practises and guarantees regarding the origin. Please note that the GLOBALGAP certification system now also provides a module for dairy, beef, pork and poultry at farm level. We expect those products to meet all relevant legal requirements, with no use of non allowed growth stimulators or medicines, for example. 
Managing food safety by suppliers and retailers will remain top priority, not only because of customer expectation, but also because legislation has become tighter than ever. In Europe the General Food Law of 2005 
and the installation of the European Food Safety Authority has kept the private sector very much alert. In the international food business 
also concerns on “bio terrorism” have lead to stronger legislation and enforcement, especially in the US.
Through our EU and US trade organisations we are deeply involved in the further global harmonization of food legislation by the WHO-FAO’s Codex Alimentarius.

2. GLOBAL CLIMATE CHANGE
I hope you have seen All Gore’s movie called “An inconvenient truth”, where he gives an alarming signal about how we are rapidly killing our beautiful planet with CO², industrial waste and non-sustainable agriculture and fishery. But thank God there is also good news: many governments and industries have understood the message. New international agreements aim at drastic improvements. In the food business many large players like Unilever, Danone, Nestlé, but also many retailers, including my company, have taken up the challenge. We have joined the platforms for sustainable palm oil and sustainable soy; we work together with the World Wildlife Fund and the Marine Stuardship Council for sustainable seafood. And I am proud to explain that already five years ago EUREPGAP, now GLOBALGAP, developed a standard for safe and sustainable fishfarming which now is the leading certification scheme for the global salmon industry.

3. THE GLOBAL FOOD SAFETY INITIATIVE
We must realize that, acknowledging the important role of food authorities, official inspections can never guarantee 100% public 
protection. The food sector itself needs to have officially accredited systems in place which secure the use of an HACCP approach, proper management systems and effective use of good manufacturing, agricultural, distribution and retail practises. These pillars are the basics of the Guidance Document, drawn up by the “Global Food Safety Initiative”, a group of over 35 large international food retailers who stimulate the use of private food safety standards with their suppliers. Well known standards in use are the BRC-code, the IFS Standard, the Dutch HACCP scheme and the SQF 1000 and 2000 Standards in the US. For the poultry processing industry these are very important standards, as they are required by many large private label food retailers, incl. Tesco, Ahold, Delhaize, Carrefour and Metro.
All these standards have been benchmarked against the GFSI Guidance Document and have been given its blessing. 
4. CORPORATE SOCIAL RESPONSIBILITY

The model of standards, auditing and certification in the food supply chain is so successful that in the coming years also minimum social requirements may be brought under a similar approach. Systems like SA 8000 and BSCI (Business Social Compliance Initiative) go into 

this direction. With the rise of the economies in Thailand, China, India and other South East Asian regions and, of course, Latin America, 
the subject of Social Standards is getting more and more media, 
governmental and NGO attention. Child labour, workers protection, non 
discrimination, maximum working hours, equal payment, 
minimum wages, a mine field full of aspects which make buying in many parts of the world a business that can explode right in your face. 
The recent problems with a number of products from China illustrate this challenge.
It is my conviction that there is definitely a role to play for the agri-sector to seek alliances with standard owners who provide reliable auditing schemes for social requirements. A combination of safety and environmental certification with social audits could deliver a plus for getting supply contracts, provided quality and price are competitive.
5. SUPPPLY CHAINS COOPERATION
Ahold is sharing a lot of it’s know how on food safety, quality and health with all players in the food chain. Simply because the wishes of our customers and the expectations of governments and NGO’s are too complicated to solve them on our own. We need to bridge the gap between public resources and the extensive practical know how on quality management, built over more than 100 year successful food retail business. Food Safety is a clear example where we are joining forces with the public sector because it concerns all our customers. 

The GLOBALGAP and GFSI standards have been explained to the OECD, the EU and US Governments, the World Bank and the WTO and FAO. And I am happy to notice that all these institutions are now beginning to understand that we are not creating new barriers to trade. 
Private schemes facilitate international trade, lead to lower production expenses, improve safety and quality and lead to better agri- and manufacturing practises.
6. MARKETING CHALLENGES

Having said that safety, sustainability and social requirements are nothing more than a starting “license to operate”, one must realize, of course, that the wheel of food retail is spinning more rapidly than ever. 

Sourcing is completely global. Volumes are huge, due to joined sourcing, more private label and direct contracting. Concentration in the retail business will continue. Trade barriers will continue to go down. And what will consumers do? 

Ten years ago our biggest competitors were the other retailers and we were focussed on market share. Now you can buy food everywhere: the gas station, railway station, subway, via internet and in ever expanding McDonalds, Pizza Huts, StarBucks and other fancy franchise concepts. One big fight for “share of stomach”. This has driven the supermarket business towards completely new concepts: ready to eat, steam meals, convenience, smart packaging, innovative products, new tastes and combinations and healthy options.

If the food production side will build its strategy on a concept that looks at all there challenges through the eyes of our consumers, realizing that there will be little room for price increase unless one can create consumer rewarded added value, they can team up withy us as a large retailer and try and find joint solutions.
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