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Executive summary

Why the work was done — problem ?

This project is characterised by two key criteria: Firstly, JBS Australia had access to an innovative
processing technology (see: https://www.enwave.net/how-it-works) that enabled products to be
dried that delivered unique and desirable features — Snack and Crunchy meat. Secondly, this provided
the opportunity to develop an exciting and innovative offering within the snacking sector — playing in
a market space that JBS Australia have little experience. Whilst this represents an exciting
opportunity, it would be tempting to develop an offering internally, creating a product that delivered
unique feature-benefits. But typically, when this happens without engaging the end customer in the
process, the end result is more of a novelty than a useful new offering that will find sustained success.

How it was done ?

A design led approach was followed, with a New Technology, Push Approach. The innovation journey
was undertaken by a cross-functional team within JBS Australia, to ensure all perspectives were
assessed — R&D, operations, marketing and sales. Critical to the process was the iterative
development of the offering, continuously testing it with customers, as part of their real-world
snacking behaviour in conjunction with key learnings on the technology platform and product
formulations.

INNOVATING WITH NEW PROCESSING TECHNOLOGY — ‘PUSH APPROACH'

Technology Push

Start from an invention, Innovation or technological resource for
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Initially the process started with identifying the capabilities of the innovative processing technology,
and as a team, exploring the market implications and hypothesising alternative Value Propositions.
Secondly is determining ‘where to play’ in the market — identifying which segment of customers
represents the best opportunity, addressing the greatest number of pain points and unrealised gains.
Thirdly came identifying ‘how to win’ against competitors - the basis for developing a winning Value
Proposition — the bundle of benefits that delivers against important pain points and unrealised gains
for the target customer. This ensures that the developed solution is most relevant to customers’
needs and gives it the greatest chance of success in the market place. The fourth and final stage was
to develop a supporting business model to deliver sustained commercial success. However, this also
recognises the challenges in building desirability amongst target customers and mitigates against
significant investment until the offering is established in the market.
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DESIGN LED THINKING: '"WHERE TO PLAY" & 'HOW TO WIN' APPROACH
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What was achieved ?

The project identified how a red meat-based snack, with unique product features, can be successful
in the Australian snacking market. The process identified a target customer segment, of significant
size, whom have an important enough bundle of pain points and unrealised gains in the snacking space
that can be addressed through our offering. It determined what are the most important feature-
benefits that customers sufficiently value that they are prepared to pay the premium price that our
offering will need to command to be successful in the market place. In addition, technical know-how
on different equipment settings, product formulations and flavour profiles, packaging materials for
ambient storage and shelf life verifications were completed in developing several product concepts.

Industry benefits that will arise from the work ?

This project highlights the best path to follow when a business within the red meat supply chain has
access to new technology platforms that can produce an offering with the potential for profoundly
new (and disruptive) and appealing product features that can have an impact in the market place.

In this case, it is recommended a Design Led approach is followed, validating the usefulness of these
benefits with consumers. In particular, addressing technical feasibility, product-market fit desirability
and commercial cost and revenue viability are critical elements in the innovation process. Tools such
as the Business Model Canvas developed in 2008 by Alexander Osterwalder (see:
https://www.eship.ox.ac.uk/building-business-3-why-should-i-use-business-model-canvas) help

frame these assumptions and glean insights and lessons learned during the research.

In this project, the team firstly identified the market space that should be targeted, in terms of the
target customer segment whom finds these features most appealing, before then optimising the
design of the offering to address the most important Pain Points and Unrealised Gains that the
customer possesses. Finally, it is recommended to de-risk the launch, by building up the desired
business model in manageable stages, recognising that building demand amongst target customers
takes a while and not over-committing, with in particularly significant capital expenditure, until
established in the market.
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1 Background

The snacking heartland is easy enjoyment, which goes from mindless munching to a permissible and
purposeful experience. With the evolutionary shift in lifestyle patterns, convenience and demand for
healthier food choice, snacking has now become a global phenomenon. Datamonitor in 2011 reported
that snacking was showing growth at 2% per annum, whilst the overall consumption of a main meal
was on a long-term decline at 0.5% per annum. Moreover, IPSOS 2016 survey revealed that reducing
portion size and healthier snacking options was amongst the top five food priorities for Australian
consumers. JBS Australia have identified that there is a significant opportunity to add value in the
snacking landscape, developing the next generation of high protein meat snacks. Prior to this JBS
Australia co-funded project, MLA has undertaken a series of research on meat snacks (Refer to:
https://www.mla.com.au/globalassets/mla-corporate/about-mla/mdc/documents/snacking-on-the-
go-and-social-occasions.pdf).

In regards to the meat industry, the traditional meat cuts derived from pork, beef, lamb and poultry
have long dominated the market, being the center piece on any breakfast, lunch and dinner plate.
Over the years, through cultural diversity, evolving culinary knowledge and food technology, the
popularity and acceptance towards processed and value-added meat products has grown in the
Australia market. However, ready to eat meat snacks such as salami sticks and meat jerky has been
slow to emerge, with only limited varieties available to consumers on the retail shelf front.

In the current project, JBS Australia investigated a novel dehydration technology (See EnWave REV in
the Appendix, Section 9.1). Studies integrating microwave and vacuum technology have been studied
since the 1970’s. Research has shown its capabilities to rapidly dehydrate food products at low
temperatures resulting in a texture with minimal impact on product quality. Enwave Corporation has
optimized and patented its Radiated Energy Vacuum (REV) Technology, providing the gateway to
commercially producing snacks in a range of categories from cheese, herbs, fruit, vegetables and
meat-based products. To date, Enwave Corporation has successfully signed a number of exclusive
agreements with large and medium sized food manufacturers such as Hormel foods and Ashgrove
Cheese.

REV Technology is now emerging as a preferred method to dehydrate food products in comparison to
freeze drying and air-drying technologies. This MDC project allows JBS Australia to work with the
Enwave Corporation to develop and test ready to eat meat protein snack to penetrate the Australian
snacking category.

Various drying platforms are used in the food industry today — from hot air, spray dryer and freeze
drying to heat exchangers and extruder and microwaves to elementary air/dry ageing models — all
with various yield, cost and quality features (i.e. Refer to recent MLA review of drying technologies
that includes microwave amongst others: https://www.mla.com.au/research-and-

development/search-rd-reports/final-report-details/Scoping-emerging-drying-technology-and-

opportunity-spaces-for-premium-Australian-red-meat-applications-Wileys/3807).

Despite emerging trends having identified new market opportunities in red meat snacks, there are
limited beef or lamb snacks, if any, available in the market place. Snacks are typically conveniently
smaller sized and shaped, ambient shelf stable with desirable moisture-controlled texture. There are
limited efficient “dehydration” options available for red meat due to its high-water content and
generally long dehydration batch times. Conventional drying at typically high temperatures and
extended periods heavily impacts on the quality and nutrition of the product, particularly if the
desirable attribute is crispness (with products such as Jerky often being chewy in texture). JBS
Australia has recently identified major deficiencies in current processing options and capabilities,
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specifically for efficient rapid drying of meats to produce the required texture and functionality, which
is desired for premium snack products. There are limited commercial rapid drying technologies
available for Australian red meat processing. A series of equipment settings were investigated to
refine the textural aspects of the product to produce a “less chewy” product as well as optimal colour.
Hence, JBS is proposing to evaluate a new rapid drying at low temperature technology (i.e. Radiant
Energy Vacuum or REV) that is available for the first time in Australian red meat processing through
an exclusive licence agreement with EnWave Corporation.

REV dehydration technology uses a combination of pressure and microwave energy to deliver a high-
speed. Low temperature, efficient drying process. REV technology homogeneously removes water
(and therefore can be control water activity/moisture levels) from organic materials, providing
superior flavour and texture while preserving the nutritive value of food products and is more
economical and much faster and with a smaller operational footprint than freeze drying and produces
superior products over air and spray drying. REV technology alters the atmospheric pressure in the
machinery by creating a precise controlled vacuum thereby reducing the temperature at which water
can be homogeneously and gently removed from organic materials being dried. It is envisaged that
by reducing drying temperatures and the levels of oxidation will increase yield and deliver different
characteristics for a range of meat snacks.

The technology is highly versatile and allows dehydration to be applied to a wide range of market
opportunities. While yet to be used and commercially proven in Australian red meat processing,
international red meat processing options exist in dried sausages, meat snacks, ingredients and
collagen applications. Hormel Foods Corporation, a multinational manufacturer and marketer of
consumer-branded food and meat products, is currently using rapid drying technology to produce
meat snack products, the first being SPAM Snacks in the USA (Refer to:
https://www.bizjournals.com/twincities/news/2015/06/22/hormel-dried-spam-snacks-jerky.html).

This project will evaluate current commercial meat snacks including Hormel, as well as, design and
develop new meat snack solutions and business case derived during the course of the project.

2 Project objectives

The EnWave project was divided into a number of components, requiring technology scanning,
training and evaluation of the EnWave Technology and setting up of a pilot plant, besides undertaking
a Design Led assessment of market potential. Our involvement and thus this report only focused on
the Design Led component, covering the following objectives:

1. ‘Where to play’ market evaluation — identify needs, attractive segments, size and barriers to
entry for concept meat snack products that EnWave’s system could deliver.

2. Value Proposition development — detailed business case for meat snacks and the EnWave
system.

3. Development of a Commercialization plan to deliver on the prescribed product-process-
market fit.
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3 Methodology

3.1 Scoping the Opportunity

This project being highly innovative and using novel technology, scoping the technology was
conducted first. This required a three-phase process:

e Phase 1 Trials: Introduction to REV Technology & Initial Trials.
e Phase 2 Trials: Commissioning 10kW Unit, Identifying Protein Snacks & Feasibility.
e Phase 3 Trials: Developing Protein Snacks for External Market Research.

Once JBS Australia R&D team felt that they had a range of beef snack products with market potential,
they were ready to test with consumers, in real world snacking situations.

A great deal of development work was undertaken, testing over 30 different products. Finally, a
selection of products was assessed using an internal sensory panel. This provided an assessment of
overall product rating as well as some indication as to who this product would appeal to and the time
of day it would likely be consumed.

Beef snack product concepts were assessed based on a number of attribute criteria, such as taste and
texture.

3.1.1 Workshop 1

Participants: DIJ Strategy, MLA, JBS Australia: R&D, Marketing, Operations & Sales, with
representation at the most senior level across all areas.

It was important to have this degree of comprehensive coverage, to ensure the opportunities
identified from the workshop were embraced by the whole organisation.

Key Agenda items:

- Familiarise the team with the dynamics of the snacking market

- Crystalise our ambition is seeking to enter the Snacking Sector

- Share a technical understanding of the EnWave technology

- Sample the products that had been in development — share opinions

- Explore what we believe the opportunity is for an EnWave based meat snack

3.1.2 Review of the Snacking Market

JBS Australia’s business is focused on meal behaviour and the Grocery channel. Thus, it was important
to define the different dynamics required to effectively compete in the snacking sector. Leading
FMGC organisations have chosen to split their businesses to reflect this fundamental difference (i.e.
Kraft vs. Modelez). The key dimensions of the market were reviewed and discussed:

- Aconsumer definition of snacking — crystalising the role snacks play in consumers lives verses
food behaviour

- The margin opportunity and growth in snacking, in contrast to food

- JBS Australia’s snacking ambitions — characterising their five-year vision
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- Trends driving change within the snacking sector — the dynamics creating opportunity for
businesses like JBS Australia

- The range of offerings in the snacking sector — how the lines have become blurred between
food and snacks and the diversity of offerings

- What does it take to be successful in the snacking market (Refer to Figure 1) — criteria against
which we will assess our offering, based upon consumer feedback

REVIEW OF THE SNACKING MARKET

Food / substantial snacks — yoghurt, Functional snacks — protein bars,
sandwiches, pies, sausage rolls, ... mints, cereal bars, ...

Savoury snacks — chips, popcorn, trail mix, On-the-go snack packs — cheese & Confectionary — chocolate bars
spice mixes, crackers ... biscuits, dips & biscuits, tuna, ...

© DIJ STRATEGY

Figure 1: Review of the snacking market across various categories.

3.1.3 The Opportunity EnWave Offers

New capabilities drive new possibilities in the snacking market. EnWave REV technology is able to
efficiently dry a range of different products preserving flavour, colour and nutrients, making it
potentially ideal for the development of premium snacks.

JBS Australia secured a ‘small sized’ version of the EnWave technology, setting up the drum like
machine, in their own R&D facility. This enabled small batch processing to be undertaken, so not only
test samples, but small-scale production. A full-scale production version would be approximately 10
times the capacity.

A number of FMCG organisations have signed agreements to explore the potential use of the EnWave
technology, with the opportunity to get first-mover advantage in their categories (Refer to Figure 2).

Page 9 of 57



P.PIP.0548 - JBS Australia premium beef snacks

THE OPPORTUNITY ENWAVE OFFERS
UNLOCK NEW PRODUCT OPPORTUNITIES WITH INNOVATIVE DEHYDRATION TECHNOLOGY
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REV™ technology allows for rapid, gentle drying that preserves flavour, colour, and nutrients for premium snacks,

Our team of food science and REV™ technology experts will help you tailor the technology to your processing needs.
We've helped companies unlock innovative product offerings otherwise impossible with existing technologies.
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Figure 2: EnWave technology and the opportunity it offers.

3.1.4 Other Companies have used EnWave to develop Snacks

JBS Australia is not the first organisation to embrace the EnWave technology and utilise it in the

snacking sector. Noteworthy of other global companies that have embraced the technology is Hormel,

USA owners of the Spam brand. They faced a similar dilemma to that experienced in the current

project, they seek new avenues of profitable growth beyond their core grocery focused business.

The approach applied would be more thorough in identifying potential market spaces and exploring

and testing the fit of our offering, to assess its market potential.

The Cheese offerings were having greater success in the market, with a Value Proposition based

around Crisp & Crunchy cheese. This is the basis for defining our own offering — A Meat Snack. This

technology platform has been used in other industries and some typical products are included in

Figure 3.
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OTHER COMPANIES HAD USED ENWAVE TO DEVELOP THEIR OWN SNACK OFFERINGS ...

ieilesttizen BINT)
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Figure 3: Other food snack product offerings using EnWave drying technology.

3.1.5 Dehydration Technology Comparison

There was strong belief within JBS Australia that Jerky had limited consumer appeal and a Snacky Meat
offering would be popular. A number of potential processing technologies were explored, before
EnWave was identified as having the greatest potential. Having secured the opportunity to be the
first to test this technology, in the red meat space, the project came into existence.

Thus, we have at our disposal new capabilities that can produce a product with unique and desirable
attributes. The key challenge is ensuring that we identify one or more market spaces where these
attributes are valued by the end customer — addressing existing pain points or solving un-met
aspirations that other snack offerings are unable to deliver on.

R&D had already been working with the EnWave technology for a significant period of time, to assess
its capabilities. In essence, it provides an alternative approach to dehydrating a product, with
contrasting product quality implications, as well as cost and speed differences. Understanding these
fundamental properties and advantages over other processing technologies forms the foundation for
assessing its market potential — “what can it usefully do that is not currently possible”.

This perspective was presented to the workshop participants, along with product samples from the
other processing technologies, as well as their own EnWave based product samples. The relative
merits of the EnWave samples were discussed at great length.

The key advantages that the EnWave processing provided in producing a meat snack, was the ability
to produce a product with a crispy texture, which delivered an authentic taste experience (Refer to
Figure 4).
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DEHYDRATION TECHNOLOGIES COMPARISON
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Organoleptic Preservation
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b b Freesr Dryrg. more crpenve than Az Orang ke -
e Capeal Cost oes Lower Caginal Cont Cost effective - Up to 80% lower
processing costs than freeze
drying

Provides a feasible commercial
capability to create Meat Snacks

Beef Crisp

© DIJ STrRATEGY

Figure 4: Comparison of various dehydration technologies including the benefits of EnWave.

3.1.6 Developing the Value Map for Meat Snacks

In the workshop environment, the group assessed the benefits an EnWave based snack offering
delivers. This was assessed both in terms of:

e Functional Benefits - what the product delivers, such as a less chewy snack

e Emotional Benefits — how it will make consumers feel, such as a premium, indulgent
experience

e (Critically assessing these benefit areas provides the platform for envisaging just what these
novel snacks products could be — the space they could own in the market (Refer to Figure 5).

3.1.7 Alternative Customer Targets

Critical to the process was identifying potential market spaces where our EnWave based offering could
have an impact in the market place. Inherently, we felt that the product had a great deal of scope to
be interpreted in different ways. For example, it could be considered a taste-based indulgent product,
or protein-based sustenance product. Thus, we felt our offering could appeal to different consumers
for different reasons.

Workshop participants were divided up into smaller groups and given a particular target customer
segment to focus on. Each group were provided with a deeper understanding of alternative snacking
segments needs and their typical repertoire of products. They were thus able to hypothesise why this
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segment would find this offering appealing and what unique features would be most desirable (Refer
to Figure 6).

DEVELOPING THE VALUE MAP FOR |

Assess each products attributes - what properties does our product possesses? How might these attributes translate
info functional & emofional customer benefits2

© DIJ STRATEGY

Figure 5: Developing the value Map for meat snacks.

ALTERNATIVE CUSTOMER TARGETS & SNACKING OCCASIONS

T © DIJ STRATEGY

Figure 6: Alternative customer targets and snacking opportunities.
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3.1.8 Opportunity Framework example

Each group completed a table that structured their thinking to support their argument, as to why they
had identified their most likely target customer:

Who is the Target Customer, giving details as to what are their primary motivations when it
comes to snacking?

What Snacking Occasions do they participate in, with a particular day-time focus, for where
we believe our snack offering will play a role

What snacking Pain Points do they currently experience? What frustrations do they currently
experience with snacks?

Their Snacking Aspirations? What would they ideally like a snack to do for them?

The Key Trends that are reshaping their choices, which we believe our offering is playing to?

In reality, the depth of insight was far greater than the illustrative example shown. This assessment
provided the basis from which the consumer research would then be designed (Refer to Figure 7).

OPPORTUNITY #1. WHITE COLLAR MILLENNIALS

Criteria

Target Customer

Snacking Occasions

Snacking Pain Points

Snacking Aspirations

Key Trends

Insight

Millennials 26 to 35, white collar, both males and females - see themselves as a littile more
sophisticated in their tastes and confident in their own choices

With no fixed ties (family), food and particularly snacks are often a spontaneous choice.
Thus 'make it up as they go along' depending on how they feel and the circumstance they
find themselves in

Wholesome ingredients — an aversion to processed foods and hidden sugar that leaves
one feeling ‘wiped out’ after the initial euphoria

Provide sustenance and sustained energy to see them through until their next meal

Premiumisation — seek better quality and superior offerings for everyday consumption

© DIJ STRATEGY

Figure 7: Opportunities for red meat snacking across Millennials demographics.

3.2 Where to Play

3.2.1

Key Challenges

Development of a Concept Statement to express the Meat Snacks Value Map

Assess the overall appeal of the Meat Snacks concept

Identifying the most important Pain Points and Unrealised Gains amongst the target customer
segment

Assessing which segment of customers had the most significant pain points and unrealized
gains that Meat Snacks could address

Identifying how Meat Snacks could be further enhanced — feedback to product development
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3.2.2 Workshop — Where to Play
Participants: DIJ Strategy, JBS Australia: Marketing & Product Development
Key Agenda items:

- Review of refined product offering — net of feedback and further product development work
- Design of ‘Where to Play’ research

- Development of Concept Statement for research

- Determine the customer segments that seeking for research

- Determine research logistics — how distribute meat snacks to participants

- ldentify key product attribute dimensions that seek to evaluate Meat Snacks on

3.2.3 Researching in the Real World

Fundamental to identifying “‘Where to Play’ is determining our customer focus. ldentifying the market
space that we have the greatest potential to play in. At its most basic level, this requires identifying a
group of consumers whom find our offering most desirable, that are sufficiently large and have a big
enough problem that we are able to solve.

There were a number of elements that were important in assessing ‘where to play’

- Isthe idea of crunchy meat appealing?

- Which groups of consumers are most likely to embrace this offering — having a big enough
problem to solve?

- How broadly appealing is this offering — what level of market penetration is possible?

- How well do the prototype products deliver on the promise?

The project team decided that a robust sample was required to assess the desirability of Meat Snacks.
Meat Snacks is such a novel product offering that it was important to assess the desirability of the
idea. This required the development of a Concept Statement, derived from the initial Value
Proposition, to express what was appealing about the idea.

The research was designed across three stages (Refer to Figure 8).

The initial stage was to robustly assess whether the idea of Meat Snacks was appealing. Red Meat has
strong associations and is not obviously associated with snack foods. Many people are ‘turned off’ by
the idea of meat snacks, whether it is because of the polarizing image of jerky, the pet treats
association, or because it is so dominant as a main meal offering, it is hard to see it playing a different
role. Conversely, many people love the taste of red meat and see its functional properties as highly
desirable in the context of snacking (such as high protein).

The second stage of the research was designed to understand respondents existing experiences with
snacks and the pros and cons of different types of snacks.

For the third stage of the research, respondents were provided with Meat Snacks, in a somewhat
rudimentary form (initial snack product concepts) and instructed to use them as part of the normal
snacking lives. Their experiences with Meat Snacks would then be recorded.
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IDENTIFYING ‘WHERE TO PLAY' FOR MEAT CRISPS — RESEARCHING IN THE REAL WORLD

PHASE 1. PHASE 2. PHASE 3.
CONCEPT TEST & EXISTING SNACKING MEAT CRISPS EXPERIENCE
SNACKING PERSONA EXPERIENCES ~ REAL WORLD USAGE

£

© DIJ STRATEGY

Figure 8: Identifying “where to play” for meat snacks via research pathways.

3.2.4 Expressing the Meat Snacks Value Proposition as a Concept Statement

The Value Proposition was expressed as a concept statement, with supporting pack visual, the design
of which, used cues from premium chips (such as Red Rock Deli), to convey key qualities (Refer to
Figure 9). This initial phase of research was conducted online, with 200 respondents, to provide a
statistically robust sample. Respondents were initially questioned across a number of areas:

e Their broad snacking attitudes (i.e. snacks are an important part of daily nutrition)
e Snacking behaviours (i.e. often skip meals, in favour of grazing through the day)
e Category usage (i.e. frequency of consumption of nuts, crackers, chips, ...)

3.2.5 Are Meat Snacks a winning

The main focus of this initial stage of research was to test the appeal of Meat Snacks (Liking). There
are few sectors with as wide a selection and range of interesting new offerings as snacking. Do Meat
Snacks stand out (Differentiation) from existing offerings, in a meaningful way (Relevance). An
indicative price point and quantity was also provided, to gauge perceptions of Value (a snack product
made from meat is always going to be more expensive than one made from potatoes!).

Ultimately, would consumers likely trial Meat Snacks (Purchase Intent) was assessed. This was the
first critical test for Meat Snacks — was it a worthwhile idea. This also provided a base of respondents
for the second stage of research, people who would likely give Meat Snacks a go (Trial), if they came
across them in the real world (Refer to Figure 10).
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It was important to get the product offering into the hands of consumers to get their assessment of
how it performed. Of the 200 respondents from stage 1, 60 were selected, who indicated that they
would likely trial the product (which was the majority of them).

EXPRESSING THE

Criterla

Target Customer

Snacking
Occaslons

Snacking Pain
Points

Snacking
Asplrations

Key Trends

VALUE PROPOSITION AS A CONCEPT

Insight

Millennials 26 to 35, white colar, both males and
females — see themselves as a litle more
sophisticated in their tastes and confident in their
own choicas

With no fixed ties (famity), food and particutarly
snacks are often a spontaneous choice.

Whol \gredients — an jonto p 4
foods and hidden sugar that leaves one feeling
‘wiped out' after the initial euphoria

Provide sustenance and sustained energy to see
them through until their next meal

Premlumisation — seek better guality and superior
fferings for everyday pti

© DIJ STRATEGY

Figure 9: The value proposition for meat snacks concepts.

ARE

On initial exposwre

Is it appeal - Liking

A WINNING IDEA

to the Value Proposifion

Is the offering seen as being both personally Relevant and
Differentiated (there's nothing like if)

Is it perceived to be good Value for Money

What proportion of consumers find the concept sufficiently appealing
to want to try the product for themselves?

Liking XX%
Relevance XX
Value XX%
Differentiation XX
Purchase Intent XX%

Poor Quesnion OK ~‘'w Posmive Smonoe

Far” Maxx Conrexy”  Ourcows Resut

Figure 10: Determining the opportunity for meat snack.
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3.2.6 Customer Targets

The structure of the sample was designed to cover off a number of key dimensions (Refer to Figure

11), to assess:

Gender — we know that Males and Females typically have different tastes and
expectations when it comes to snack foods. Whilst the stereotype is that only blokes eat
jerky, the reality is less polarizing.

Age groups —Snacking is more prevalent amongst younger age groups, making up a higher
proportion of calories consumed (source ABS), compared to older consumers, who tend
to more rigidly base their food consumption around ‘three proper meals per day’.
However, a number of more premium snack offerings, such as dark chocolate, have been
disproportionately adopted by older consumers.

ALTERNATIVE CUSTOMER TARGETS & SNACKING OCCASIONS

The Research was designed to test Meat Crisps with different consumer segments.
This is fundamental to ‘Where to Play' - discerning if there is a relevant base of customers

>

A%A

© DIJ STrRATEGY

Figure 11: Determining alternative customer targets and snacking occasions for meat snacks.

- White vs. Grey vs. Blue Collar — on a number of levels, snacking choices differ across these
consumer segments. Blue collar workers undertake more physically arduous tasks, so look
for different snacking properties. Snacking choices are also greatly influenced by social
expectations

Whilst it was not possible to construct a cell for each distinct combination (i.e. 2 x gender x 3 age

groups x 3 Collars), the sample was structured to ensure each dimension could be independently

assessed in terms of consumer desirability.

3.2.7 Developing the Customer Profile — Jobs, Pains & Gains

Respondents recorded their existing snacking behaviours, on an occasion by occasion basis. Over a

period of a week they recorded key snacking occasions, in particular noting down how they were
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feeling at the time and the reasons for why they were snacking and why they were having a snack at
the time (Customer Jobs). There were a range of reasons:

e Functional — “feeling hungry’
e Social - ‘offered by a friend / colleague’
e Emotive — ‘feeling bored / needed a break’

For each target customer segment, key ‘Jobs to be done’ were identified. It was also important to
record the snacks they had chosen on this occasion, with all consumers having a repertoire of snacks
they choose to consume on different occasions (Refer to Figure 12).

Existing Pain Points were identified, as were Unrealised Gains. This provided a picture of what this
customer segment were looking for in a snack — their unmet needs.

DEVELOPING THE CUSTOMER PROFILE — CUSTOMER JOBS, PAINS & GAINS

For a target consumer segment, observations were made of jobs to be done, when snacking. What needs are they
seeking fo fulfil at this time?

MILLENNIAL FEMALES, WHITE COLLAR

© DI STRATEGY

Figure 12: Developing customer profiles for meat snacks.

3.2.8 Developing the Value Map

These same consumers were provided with some Meat Snacks. At this stage, the product was only a
prototype product, and was not presented as part of full offering (branding, suitable packaging etc.).
These consumers were instructed to use the product samples as part of their normal snacking lives —
thus not eating them in a ‘laboratory type’ environment (as is the case with taste panels). Rather they
got to experience them as part of their normal snacking life. Thus, they were consumed at different
times of the day, as well as sometimes for personal use and other times shared.
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Consumers assessed whether the Meat Snacks delivered against their required Pain Points and
Desired Gains. In short, did Meat Snacks work to satisfy their snacking needs. Thus, consumers rated
Meat Snacks across all key attribute dimensions — taste, texture etc (Refer to Figure 13).

DEVELOPING THE VALUE MAP — WHITE COLLAR, MILLENNIAL FEMALES

MILLENNIAL FEMALES, WHITE COLLAR
’ -
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Figure 13: Developing the value map for meat snacks specifically for female Millennials.

3.2.9 Assessing the Fit — Enhancing Meat Snacks

Through the research it was possible to assess amongst which segments of consumers Meat Snacks
were a good fit for — address their Pain Points and Realise their Desired Gains.

Through consumers real world experience with Meat Snacks it was possible to confirm whether Meat
Snacks delivered the envisaged Pain Relievers and Gain Creators. Were the intended benefits realised,
in the eyes of consumers. These benefits can be as simple and generic as “tastes great”, or as pointed
and specific as “Sophisticated Flavour”. This assessment of the benefits Meat Snacks delivers were
fairly consistent across target consumer segments. The degree to which Meat Snacks delivered the
desired Gain Creators and Pain Relievers was assessed in the eyes of target customers (Refer to Figure
14).
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ASSESSING THE FIT — | AMONGST MILLENNIAL FEMALES
Where Meat Snacks wins vs. Premium Chips — Traditional Jerky: Their strength is their big meaty taste
deliver a more special, real meat enjoyment and challenging / involving eafing experience

© DIJ STRATEGY

Figure 14: Assessing meat snacks as a good fit with female Millennials.

3.2.10 Assessing which Target Customer is the Best Fit

The degree to which Meat Snacks was able to address Pain Relievers and Gain Creators was assessed
—did respondents feel the product performed in a way to delivered important benefits. For example,
did they feel, as a high protein snack (attribute) that the Meat Snacks are Healthy (Pain Reliever —
Snacks are Unhealthy). Refer to Figure 15.

WITH WHICH TARGET CUSTOMER IS OUR OFFERING THE BEST FIT

Assess amongst which target customers the value proposition most resonates ~
where does this bundle of benefits relieve existing pains & realise unmet gain,
to deliver a superior value-adding solution

© DIJ STRATEGY

Figure 15: Determining the best target customer(s) for meat snacks.
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3.2.11 Enhancing Meat Snacks

A more detailed assessment was made as to how each version of meat snacks had performed against
key criteria. For this initial prototype offering, there were a number of dimensions on which it was
felt it was not quite delivering. In most instances, the product was felt to deliver ‘too much’ of a
particular attribute and required ‘toning down’ to deliver to expectations (Refer to Figure 16).

How couL iPS BE IMPROVED UPON (PREFERRED VERSION)

There are many dimensions on wnicn mear Crisps are felt fo not deliver to expectations.
There is largely agreement as to where the offering does not currently deliver

Sometimes it is ‘too much' on a dimension, where as in other instances it is ‘Not Enough’

0% 10% 20% 30% 4 0% 60% 70% 80% 0% 100%
= ==
| — ; ]
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i} i —i|
& IS
== . =
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i} L —

I
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Figure 16: Determining how meat snacks can be improved.

3.3 How to Win

3.3.1 Key Challenges

- Further develop the Meat Snacks offering to realise the intended Pain Relievers and Gain
Creators

- ldentifying the most important Pain Points and Unrealised Gains amongst the target customer
segment

- Optimising the Value Proposition against these criteria

- Developing a holistic offering to support the Value Proposition

3.3.2 Workshop — Determining How to Win
Participants: DIJ Strategy, JBS Australia: Marketing & Product Development
Key Agenda items:

- Review of Stage 2 research & development of agreed conclusions
- Agreement as to ‘Where to Play’ — identification of target customer segment
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- Shared brief to Product Development team, to further enhance Meat Snacks offering
- Refinement of Concept Statement — expression of the Value Proposition

- Development of the Augmented Offering — i.e. packaging format

- Design of the Stage 3 research — ‘How to Win’

- ldentify key challenges in launching & Implications for de-risking the launch

3.3.3 Feedback from Research to Enhance the Offering

Important to the process was further developing the product offering based upon feedback from
consumer testing. There were multiple dimensions on which the product required enhancement, to
deliver the desired benefits — Pain Points and Gain Creators. Thus, many further iterations of the
product were undertaken to arrive at an offering that the team felt delivered across the desired
benefit areas (Refer to Figure 17).

FEEDBACK FROM RESEARCH TO ENHANCE THE OFFERING

Assess each products attributes - what properties does our product possesses? How might these attributes translate
info functional & emofional customer benefits?

|I||.|I|.|
O

Not Deceas

|

© DIJ STRATEGY

Figure 17: Customer feedback from research to enhance the meat snack offering.

3.3.4 Value Proposition — Our ‘How to Win’

A new Value Proposition was developed to better express the advantages that it was felt our Meat
Snacks offering delivered. This was expressed as:

- Aclear definition of our target customer and what they are seeking to realise

- The key bundle of benefits that we believe our offering delivers to address key customer pain
points and desired gains

- Plus, secondary benefits that further advance our cause

- Unlike key competitors that are deficient in this area

This was expressed as a Value Proposition (confidential), with supporting pack visual (See Figure 18).
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MEAT CRISPS VALUE PROPOSITION — OUR ‘HOwW TO WIN'

Our XXXX

Helps people who XXXX

Who want to XXXX

By XXXX
And XXXX
Unlike XXXX

© DIJ STRATEGY

Figure 18: Value proposition for meat snacks — How to win.

3.3.5 Developing a Full Marketing Mix Offering
To support the product offering, a full marketing mix was developed (refer to Figure 19):

- A premium packaging format

- Avisual identity to convey the desired product qualities

- A definitive portion size

- Aprice point that it would retail at in the market place

- Anillustrative channel that it would be prominently displayed within
- Atypical competitive context

3.3.6 How to Win Research Approach - Process

The research was designed across three phases, to realise the desired consumer assessment of the
Meat Snacks offering.

- The initial phase to assess the overall appeal of the Value Proposition — would consumers
likely trial the product in the real world

- Afocused assessment of the Meat Snacks through real world usage experience

- Abroader assessment of the augmented offering — the packaging, pricing etc.

Consumers were recruited using an online research panel. It was decided to broaden the base of
consumers out beyond our target customer segment, to also include secondary target customers.
This was done on the basis that it was felt important to satisfy broad appeal, in order to be viable in
the market. Thus, a skewed sample was recruited to reflect these needs (Refer to Figure 20).
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DEVELOPING A FULL MARKETING MIX OFFERING — PORTION SIZE, PACKAGING, CHANNEL, ...

© DIJ STRATEGY

Figure 19: Developing a full marketing mix offering for meat snacks.

How 1O WIN RESEARCH APPROACH - REAL WORLD USAGE OF A HOLISTIC OFFERING

IDENTIFYING 'HOW TO WIN'

PHASE 1. PHASE 2 PHASE 3.
CONCEPT TEST & COMPETITIVE SET & ASSESSMENT OF
SNACKING BEHAVIOUR EXPERIENCE MEAT CRISPS AUGMENTED OFFERING

© DIJ STrRATEGY

Figure 20: Identifying how to win using the Real World Holistic Offering approach.
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3.3.7 Assessing if Meat Snacks are a Winning Concept

The Meat Snacks Value Proposition, in the form of a full concept expression, was shared with 200
consumers, to gauge their reaction. Respondents assessed Meat Snacks across a number of key
dimensions:

- Their overall appeal — Liking

- Are they relevant to your snacking needs?

- Are they different to existing offerings in the market?

- Are they good value, at the indicated price point?

- Finally, they were assessed on Purchase Intent — would they likely buy them?

Subsequently, amongst the same respondents, once they had had the opportunity to experience Meat
Snacks for themselves, they were further asked:

- Would you likely purchase Meat Snacks on an ongoing basis?
- How often do you think you would purchase it — frequency?

This line of questioning provides an important, contrasting perspective on future market success for
Meat Snacks — using evaluative dimensions, as against assessing fit to pain points and desired gains
(Refer to Figure 21).

ARE MEAT CRisPS A WINNING CONCEPT
On inifial exposuwre to the Value Proposition Liking XX%
Is it appeal - Liki
g Relevance XX
Is the offering seen as being both personally Relevant and
Differentiated (there's nothing like if) Value XX%
Is it perceived to be good Value for Money Differentiation XX
What proportion of consumers find the concept sufficiently appealing
to want to fry the product for themselves? s Sl
Having experienced it, what proportion would purchase it, on an Repeat XX%
ongoing basis
Purchase Frequency XX
How often do they think they would purchase it - how significant o
role would it play in their snacking lives?
Poor QuesTion OK «'s Posmve Smono
Far” Maxs Canrexy”  Ourcowe Resuwt

Figure 21: Early value proposition snapshot for meat snacks.
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3.3.8 Customer Profile

A deeper understanding of target consumers snacking drivers was sought. What are their broader
snacking behaviours (i.e. is snacking a planned activity, or more of a spontaneous choice? What do
they generally look for in snacks — i.e. is Natural important? Do they assess the calorific content of
snacks? This enabled a rich ‘Snacking Persona’ to be developed, bringing to life their snacking drivers.

It was also important to understand their key snacking occasions. With snacking occurring throughout
the day, and often replacing meals, it is important to understand when snacking occurs most
frequently and how important it is for them to have a snack, at this time / what are they prepared to
spend.

Finally, understanding existing snacking choices — what snacks are most often consumed on these
occasions through the day.

The basis for building this understanding was recording their snacking occasions, in situ, as part of
their daily lives. What were their ‘Jobs to be done’ at this time. What were the ‘Gains’ they were
seeking to fulfil and what were their ‘Pains’ that were limiting their enjoyment / satisfaction? This
understanding enabled their Customer Profile to be developed — a complete and categorical picture
of our target customer and their snacking needs 9Refer to Figure 22).

CUSTOMER PROFILE: MILLENNIAL FEMALES

Customer Segment: Characteristics Key Insight: What is the most important role that snacks
play in our target customers lives
Snacking Occasions: Key occasions on which snacks
play an important role

Competitors: What snacks are most often used on
these occasions

Premium chips are the default choice

PP © DIJ STRATEGY

Figure 22: Customer profile for meat snacks.
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3.3.9 Ranking the Importance of Customer Pains & Gains

Net of these snacking occasions, it was possible to rank ‘Jobs to be Done’, ‘Pains’ and ‘Gains’ — what is
most important to target consumers in their choice of snacks (Refer to Figure 23).

Of the identified ‘Jobs to be done’ — ranking their relative importance. This is not just a ranking, but
contains degrees of difference

Of the ‘Pain Points’ that our Target Customer is experiencing on these snacking occasions, what is their
relative importance?

CUSTOMER PROFILE — RANKING PAINS & GAINS

With existing choices of snacks, there are o number of Pain Points & Unrealised Gains when snacking ...

o=
Customer

i
:

WO

© DIJ STRATEGY

Figure 23: Customer profile (Ranking pain and gain points) for meat snacks.

Similarly, of the ‘Desired Gains’ that our Target Customer is seeking, what are their relative
importance? Thus, when it comes to assessing Meat Snacks, it will be possible to determine, what is
most important, in the eyes of the target customer.

3.3.10 Assessment of existing customer choices vs. Pains & Gains

Not only were we able to assess Target Customers Jobs to be Done, Pain Points and Desired Gains, as
part of their snacking behaviours, but we could establish how existing snacking choices performed
against these expectations. As a repertoire category, with a diversity of snacks being consumed, each
has relative merits and conversely areas where they do not perform as strongly.

Thus, Potato Snacks are the most popular snack, as they have a number of key properties that address
key Gains and Pains that Target Customers possess. In contrast, Nuts and Nut Mixes possess a number
of different properties that mean they address a different set of Gains and Pains (Refer to Figure 24).
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ASSESSMENT OF EXISTING CUSTOMER CHOICES VS. PAINS & GAINS

With existing choices of snacks, there are a number of Pain Points & Unrealised Gains when snacking ...

CHIPS OR CRISPS NuTs & NUT MIXES
Crisp & crunchy Wholesome natural
XXXX XXXX
XXXX XXXX
XXXX XXXX
PROTEIN BALLS OR SAVOURY BISCUITS OR
ENERGY BAR CRACKERS
Crisp & crunchy
XXXX
XXXX

© DIJ STRATEGY

Figure 24: Assessment of existing customers for meat snacks.

3.3.11 Target Customer — Experience with Meat Snacks

As a key part of the research, respondents were provided with a prototype version of Meat Snacks.

They were instructed to use them as part of their regular snaking lives. Their experiences were then

recorded, in situ, to gain a realistic assessment of how well they performed. In particular, besides

their overall ‘liking’ of Meat Snacks, how well they performed against their previously identified Pain

Points and Desired Gains was assessed (Refer to Figure 25).

TARGET CUSTOMER — EXPERIENCE WITH MEAT CRISPS

© DI STrRATEGY

Figure 25: Target customers and their experiences for meat snacks.
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3.3.12 How Meat Snacks performed in the eyes of the Target Customer

Each Pain Point and Desired Gain was assessed as a distinctive attribute as part of the research. In
order ‘to win’, it was important to assess how Meat Snacks performed relative to the snacks that our
target customers were currently consuming. Thus, they were rated as being ‘the best’, as good as’ or
‘not as good as’ existing choices (Refer to Figure 26).

How MEAT CRISPS PERFORMED IN THE EYES OF THE TARGET CUSTOMER

Dimensions on which they perform strongly ....
Dimensions on which they are comparable to existing choices ...

Dimensions on which, for most target customers, they don't perfform as well ...

How do Meat Crisps compare to snacks you currently choose on this occasion?
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Figure 26: Determining how meat snacks performed with target customers.

3.3.13 Identifying where Meat Snacks Wins

Combining Target Customers’ assessment of how Meat Snacks performs, relative to existing snack
choices, against how important each of these Pains and Gains are to them in a four-quadrant matrix,
provides clarity as to how Meat Snacks are able to win in the market (Refer to Figure 27).

Where Meat Snacks Wins: Dimensions where Meat Snacks excels, with superior delivery against Pain
Point and Desired Gains that are important to target customers.

Where Meat snacks Delivers Beyond Requirements: Dimensions where Meat Snacks performs
strongly, but are less important to Target Customers — Features and benefits that realise little value.

Where Meat Snacks Don’t Deliver: Dimensions where Meat Snacks does not perform well, but are
important to target customers — Whilst potentially limiting, it also sets us apart from competitors.

Dimensions of little interest: Meat Snacks does not perform well, but they are not important anyway.
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IDENTIFYING WHERE MEAT CRISPS ‘'WINS'
WHERE MEAT CRISPS VWHERE MEAT
DON T DELIVER CRISPS WANS
XXXX
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MEAT CRISPS DELIVER
- MEAT CRi5PS RELATIVE PERFORMANCE =3 BEYOND REQUIREMENTS
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Figure 27: Identifying opportunities and where meat snacks “wins”.

3.3.14 Assessing the Fit — Value Map to Customer Profile

Translating these insights, mapping the Fit between the Value Map and the Customer Profile,
highlights in what areas Meat Snacks are able to Win amongst Target Customers and the areas within
the makeup of the Product / Service that are the source of this advantage (refer to Figure 28).

ASSESSING THE FIT — VALUE MAP TO CUSTOMER PROFILE

o4
w
Q

© DIJ STRATEGY

Figure 28: Assessing the fit for meat snack using value maps and customer profiles.
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3.3.15 Assessment of Meat Snacks Key Attributes -> Pain Relievers & Gain Creators

Meat Snacks was further rated by respondents on the key product and service attributes and their
ability to deliver the intended Pain Relievers and Gain Creators. Given the broad make-up of our
research sample this was able to be undertaken across a number of potential target customer groups
(Refer to Figure 29).

ASSESSMENT OF BEEF CRISPS KEY ATTRIBUTES -> PAIN RELIEVERS & GAIN CREATORS

TARGET CUSTOMER

SECONDARY CUSTOMER % 20% 0% 40% 50% 60% 70% 80% 90% 100%

BNot enough / Increase B Not quite enough [ Inoease a litle B Just right ®Alittle too much / Decrease alittle 8 Too much / Decrease 2 lat

© DWJ STrRATEGY

Figure 29: Assessment of the key attributes of meat snacks (Pain relievers & Gain creators).

Through the iterative development of prototype offerings, the performance of Meat Snacks was
getting closer to delivering the desired Pain Relievers and Gain Creators. As with any product
development, matching the market to product needs refining of the recipe to meet the customers’
expectation.

When focusing on a broader Secondary Customer group, Meat Snacks were not felt to as successfully
deliver the desired attributes that address Pain Relievers and Gain Creators. However, encouragingly,
the conclusions as to the areas where Meat Snacks required further improvement were consistent
across the core and secondary target customer groups. However, one needs to remember that many
of these dimensions are ‘a matter of taste’. Thus, individual and subjective interpretations of attribute
dimensions.
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3.4 De-Risking Market Entry

3.4.1 Key Challenges

- Translate the Value Proposition into an overall Business Model to support Meat Snacks
- Assess the risks in launching in to the market- identify challenges to be overcome
- Develop a launch strategy, with associated Business Model, to de-risk the launch

3.4.2 Workshop — De-Risking Market Entry
Participants: DI Strategy, MLA, JBS Australia: Marketing, Product Development, Sales, Operations
Key Agenda items:

- Review of Stage 3 research & development of agreed conclusions

- Shared brief to Product Development team, to further enhance Meat Snacks
- Refinement of Value Proposition

- Development of Full Marketing Mix — the augmented offering

- Refinement of the supporting Business Model

- ldentify key challenges in launching & Implications for de-risking the launch

The initial focus for the workshop was to review the research conclusions. All attendees were already

familiar with the results, as they had been provided with a copy of the research prior to the workshop
session.

The first and most significant challenge to address was optimizing the value proposition. Any meat-
based snack is going to be more expensive than chips and other similar snack offerings. Thus, it is
essential for Meat Snacks to deliver important value-adding benefits — delivering to the target
customers Pain Points and Desired Gains.

It was widely recognised that there was more that could be done in the development of the Meat
Snacks product offering and this was not the end of the journey. However, it was felt that the key
characteristics of what constitutes a meat snack had been identified and thus it was a question of
delivering an offering that fulfilled this promise. This was informed by consumer feedback, addressing
the key attributes that had been highlighted as part of the research. Thus, an agreed product
development brief was arrived at:

- What we all felt were the important advantages of Meat Snacks
- What was believed the EnWave technology could further deliver — this being addressed by
the Product development and Operations team (Delivered at scale).
From this discussion, and with a shared belief as to how further versions of Meat Snacks would be
able to perform, we moved to refining the Value Proposition. A number of key areas were addressed,
including refinement of the target customer, what they are seeking to achieve, as well as the benefits
our solution would deliver.

3.4.3 Meat Snacks — Marketing Mix

Having refined the Value Proposition, this became the basis for developing the full Marketing Mix. A
fuller description of the target consumer segment was developed, to bring to life aspects of the
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snacking purchasing behaviour. The range of different versions of Meat Snacks was discussed, initially
taking a ‘Desirability’ perspective. Thus, given we need to appeal to varied tastes, what are the
different versions and range of flavours required to satisfy all target customers. Subsequently, this list
was rationalized, based upon (See Figure 30):

- What was a sensible range to establish ourselves in the market place?
- What range could be maintained in the market — with each able to sustain a realistic turnover

MEAT CRISPS — MARKETING MIX

Value Proposition Target Consumer Product Range Branding Pack Size, Format & Channel & Display
segment Pricing
XXXX XXX XXXX XXX XXXX XXX

© DIJ STRATEGY

Figure 30: Determining the marketing mix of meat snacks.

3.4.4 Competitive Set — Pack Sizes and Price Points

Another critical decision was in developing the augmented offering. To assist in this discussion, the
existing products that target consumers currently chose as part of their snacking behaviour, provided
a point of comparison. As a premium offering, we weren’t anywhere near able to provide the type of
‘generous’ quantity one gets with even premium chips or corn chips. From the research we felt being
able to hit a certain price point was crucial, as was providing the required quantity to satisfy the target
customers snacking needs.

This also led to considering alternative packaging formats. There was the shelf life and protecting the
integrity of the product, to be considered, particularly, as any type of chip tends to break easily. But
also conveying the desired premium associations and being a suitable format for the target customer
to snack with, in the way they desired to snack.

Finally, determining the channel(s) which we sought to have Meat Snacks made available in. This was
primarily informed by the research — where and how target consumers would typically source snack
products from. This recognised, that in many instances, consumers choice of snacks is driven by what
is available to them, when their need arises (when they feel like a snack).
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A critical part of this discussion is how we sought for Meat Snacks to be displayed in store (Refer to
Figure 31). Again, there was no easy answers with a balance needing to be made between:

- Display it with the chips, where its overall impression of value (quantity vs. price) was poor.
- Display it with the spicy and existing meat products, which undermined its credential as a
‘Snack’.

COMPENITIVE SET — PACK SIZES & PRICE POINTS

ORIGINAL MIX

—

125g - $10 25g - $4-50

170g - $4-00 500g -$10 25g - $2-30

© DIJ STRATEGY

Figure 31: Identifying the customer set including pack sizes and price points.

3.4.5 The Consumer Universe
Our Consumer Universe definition removed some segments of the population, on the basis that:

- As a premium offering, it was only relevant to adults (thus not teenagers)

- Consumers had to ‘like the taste of red meat’ — although this only filtered out a very small
proportion of consumers

- Snack at least three times per week — to ensure we are focusing on consumers who are at
least moderate snackers

Our Secondary Customer Group was focused on a broader group of consumers, who were

characterised in a number of ways, including being frequent snackers. For them, snacking was more
than just an occasional treat, but fulfilled a greater range of needs.

Our Primary Target Customer was focused on a specific group of consumers, for whom the benefits
we offer are a good fit to their Pain Points and Desired Gains. Their expectations of how a snack would
perform, meant there was a significant gap in their repertoire in terms of what existing snacks offered
them (Refer to Figure 32).
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Note: Through this design led process, the focus was never to ‘make a better jerky’ — thus, we were
never focused on existing jerky users.

THE CONSUMER UNIVERSE

1. Customer Universe Target Customer Secondary Customer
The total population under consideration - removing N\ 3

consumers who are clearty nol relevant - such as \

Vegetarians

2. Secondary Customer

A broader group of consumer for whom our offering
addresses a number of Pain Points and Desired Gains

3. Target Customer

A focused group of consumers for whom our offering
35S st 1 Paili : A
gd@ms:cs the most important Pain Points and Desired Base: XXX
ains

Customer Universe

© DIJ STRATEGY

Figure 32: Determining the target and secondary customers .

3.4.6 Development of the Business Model - Desirability

Initially the focus is on developing Desirability - Is there a customer segment that value our
proposition? Are we able to reach & engage them — channel, & can we build a relationship — acquire
& retain? The Value Map is the basis for the development of the Value Proposition. Whereas the
Customer Map is the basis for defining the Customer Segment. The Value Proposition and the
Customer Segment Definition are the basis for then completing the other aspects of Desirability (Refer
to Figure 33).

Channels — How a Value Proposition is communicated & delivered to a customer segment, through
communications, distribution and sales channels ?

Customer Relationships — What type of relationship is built with the customer segment and explains
how customers are acquired and retained ?
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DEVELOPMENT OF THE
BUSINESS MODEL ~
DESIRABILITY

STRATEGC PARTVERS Krv Acswms Vaiuz Promos o CunTowen AT s r CUSTOMER BecaeNT

/

[

[\
\

© DIJ STRATEGY

Figure 33: Review of the snacking market across various categories.

3.4.7 Further development of the Business Model — Feasibility & Viability

Having developed Desirability, our attention was turned to developing Feasibility — Do we have the
required resources & possess the key capabilities (or can we forge external partnerships) required to
deliver the value proposition?

Key Resources — What important assets are required to offer and deliver the described elements
Key Activities — The most important activities an organisation needs to perform well
Key Partnerships — Network of suppliers and partners that bring in external resources and activities

Finally, Viability needs to be considered - Are we able to achieve desired revenue levels with
associated cost structures that make it a commercially viable business?

Revenue Streams — Results from a value proposition successfully offered to a customer segment,
capturing value with a price that customers are prepared to pay

Cost Structure — Describes all costs incurred to operate the business model

A key part of this process was identifying the key challenges in making Meat Snacks a success in the
market. At every level, there were key challenges, addressing them being critical to realising market
success (Refer to Figure 34):
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e Desirability — what are the most relevant channels to make Meat Snacks available, to fit our
target customers snacking lives

e Feasibility — key resources required to support a snack offering, being sold through channels
that are outside of JBS Australia’s regular supply chain.

e Viability — address poor perceived value / you don’t get a lot (quantity wise) for your money.

COMPLETING THE BUSINESS MODEL ~ KEY CHALLENGES

STRATEGIC PARTNERS KEY ACTIVITIES VALUE PROPOSITION CUSTOMER RELATIONSHIP, CUSTOMER SEGMENT
oo | ]
f T
KEY RESOURCES CHANNELS
??
- | =
\ \ / \

W L

© DIJ STRATEGY

Figure 34: Key challenges for completing the business model for meat snacks.

3.4.8 De-Risking the Launch

Having developed the overall Business Model, this represents the business we want to build to support
an established and successful market offering. However, to arrive at this point requires careful
consideration.

Many new offerings fail when launched to market. Often, they are a good idea, but practical
considerations have not been addressed, and the offering fails before it gets the opportunity to be
successful. Typically, it takes a while to build desire amongst target consumers, with Consumer
Awareness needing to first be built, as well as Availability. Often the Channel that the offering is
distributed in lose faith, before the offering has had the opportunity to establish itself with the target
customer.

Conversely, if a new product is not ultimately going to prove to be successful in the market, a company
does not want to over invest, particularly undertaking Capital Expenditure, and be left with a host of
expensive machines ‘out the back’.

Thus, in an initial launch phase, the objective is two-fold: Firstly, to recognise that the build of
Desirability amongst Target Customers happens over a period of time, and secondly to limit
investment, to a manageable level of risk.
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By interrogating each of the cells of the Business Model Canvas, risks were identified at each cell level.
These were prioritized and the more significant ones made the focus for action (refer to Figure 35).

Some of the key areas that required modification to the Business Model, at the launch phase, were as
follows:

- KeyResources: Like any R&D initiative, with economies of scale on new machinery and labour
allocation, tipping points need to be considered as part of the risk mitigation and capacity
modelling

- Channels: Whilst it is intended to make Meat Snacks available in all leading channels where
the target customer sources snacks from, this is impractical in the early stages. We need to
be cognizant of which channels consumers first experience new snacks and ensure we have
a strong presence in these channels. We also have to recognise that we cannot fulfil the
volume requirements of all channels, whilst consumer desirability is building. Therefore, a
decision was required as to which channels would be focused on the following characteristics:

o Strategic Partnerships: Confidential ...
o Key Activities: Confidential ...
o Customer Relationships: Confidential ...

DE-RISKING THE LAUNCH

The Business Model that supports the initial launch, will need to be different to when Meat Crisps are established
> Initially use of the existing 10kW EnWave machine, upgraded to a permanent site 60kW or 100kW version
> Initially service a limited geographical region - scaling up to nafional distribution, at a later date
> 2g2
> 222
> 222

> gge

INITIAL LAUNCH ONCE ESTABLISHED

Fvamac psen o Acrerns W Peamoenoe G i s | ELATTA S namas P  Acrmees ] Cowin i Riaiie e | CLATCAE MM

o tosaass v - e St

Cow o [ Aot

© DIJ STRATEGY

Figure 35: De-risking the launch of meat snacks.
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4 Results

The results as they relate to the market success of Meat Snacks are confidential to JBS Australia. The
main focus of ‘the results’, for the purposes of this report, are in relation to the project and the design
led process that was followed.

The success of the project was down to a number of factors, which don’t necessarily relate to whether
a successful market entry is realised:

e Design Led ‘Push Innovation’ approach: Rather than developing the Meat Snacks offering
internally and using taste panels to validate its appeal, Meat Snacks were tested with target
customers, in real world snacking situations

e lterative development: Many businesses only test their offering with consumers, as a final
step before launching into the market. They believe they know better. Meat Snacks were
tested with target customers iteratively, to focus in on delivering to their needs

e Workshops with cross-functional representation: Many businesses tend to treat innovation,
as a game of ‘pass the parcel’ — doing their bit, before passing it on to the next organisational
silo (i.e. product development hand it over to marketing, who then hand it over to sales, ...).
At each stage of the innovation journey, having a workshop where all functions are
represented, ensures challenges are discussed as they arise, from every angle.

o Astrategy to de-risk the launch: For all the development work involved, moving into a sector
that the client has no prior experience in (Snacking) would require significant investment on
many levels, to deliver the required business model to be successful. ldentifying a path to
realise this, without taking on as much risk, makes the decision to move forward, easier to
make

5 Discussion

The development of red meat-based snack products has significant potential, though also associated
risk, for existing players in the red meat space. Consumers are seeking ‘better for you’ snacks and are
looking for tasty snacks made from real ingredients that better fit this ideal. In light of this, the
following discussion points are relevant:

e The idea of Meat Snacks is highly appealing — a large proportion of Australian adults who
have dismissed jerky, love the concept.

e Delivering on the Value Proposition is challenging. Realising the desired attributes and
associated benefits requires overcoming significant barriers

e Ared meat-based snack offering will always face significant challenges in terms of offering
perceived value — even compared to premium potato snacks, the customer is never going
to get a lot of meat snacks for the same money

In terms of the overall approach taken, the following discussion points are relevant:
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- Adopting a Design Led methodology requires organisations, like JBS Australia, from working
in a very different way. The majority of innovation projects undertaken at JBS Australia are
‘extensions from the core’ — such as new packaging formats of existing offerings. In this case,
development can be undertaken sequentially, from department to department. But, in the
case of Meat Snacks, where JBS Australia are entering a new sector, following an design led
approach ensures a more united and thorough investigation of the opportunity

- Independent Quantitative Assessment — JBS Australia’s management have dictated that an
external assessment of ‘likely market success’ is required, to ensure they are backing a
winner. Thus, IPSOS was utilised, as they have one of the most widely recognised approaches
for forecasting market success. Their approach does not attempt to utilise a design led
methodology, but benchmarks results against a base of previous studies, normalizing the
results, to give a predicted market success. This independent assessment of Meat Snacks
provided JBS Australia with greater confidence in informing their future development of Meat
Snacks.

Addressing the projects stated objectives:

1. ‘Where to play’ market evaluation — identify needs, attractive segments, size and barriers to
entry for concept meat snack products that EnWave’s system could deliver.

The second stage of the project focused on identifying ‘where to play’. Recruiting a breadth of
potential target customers and understanding their snacking behaviours, pain points and unrealized
gains, enabled a comprehensive picture of their potential fit to Meat Snacks to be assessed. They
were also provided with Meat Snacks to consume as part of their normal snacking lives. Thus, there
was a great deal of confidence that we had been able to identify ‘where to play’ — the most promising
target customer segment

2. Value Proposition development — detailed business case for meat snacks and the EnWave
system.
The third stage of the project focused on developing the Value Proposition. Providing a robust sample

of target customers with a more fully developed version of Meat Snacks, to consume as part of their
regular snacking lives. Their experiences were evaluated, in real time, to accurately assess the fit of
Meat Snacks to their snacking pain points and unrealized gains. Thus, an accurate assessment of
optimizing the Value Proposition was able to be determined

3. Development of a Commercialization plan to deliver on the prescribed product-process-market
fit.

A fourth stage workshop was undertaken, which brought together MLA’s expertise and each
functional area within JBS Australia (R&D, Operations, Marketing, Sales). Armed with a clear
understanding of the power of the Value Proposition and a clear picture of the Target Customer, the
group worked through identifying the critical challenges in building a Business Model to support the
successful establishment of Meat Snacks in the market. This picture was further refined, as a launch
phase business model was developed, that focused on de-risking the launch, to allow a softer entry
into the market and did not commit JBS Australia to significant upfront investment, until its market
success had been proven.
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6 Feasibility and business case

JBS Australia continue to evaluate new products for the Australian snack food market and this project
evaluating the EnWave’s REV™ dehydration technology provided some key insights. The Meat Snacks
product concept (See Figure 36) was tested through a range of processing, sensory and consumer
trials, and a small-scale product launch in being considered.

Figure 36: Meat Snacks product concept.

This report presents a review of the product concept considering the work completed so far, planned
launch, and snack market opportunities and trends. The analysis suggests that the Meat Snacks
product concept does fit with the growing Australian market preference for healthier snacks, that are
portable, minimally processed and Australian made. Furthermore, on the back of strong growth in the
US and UK meat snack markets, there is expected growth in the Australian meat snacks market in
which Meat Snacks would be a new and innovative product offering. When compared with recent new
product releases of ‘snacks’ and protein balls, Meat Snacks has the advantage of greater protein
content and lower fat content. The indicative price point of $5.99 per pack was partially validated.
This infers that a minimum value multiplier of 10 on the input raw beef mince is achievable (i.e. greater
than $100 per kg final product, which aligns well to other snacks such as nuts). Planned scale-up and
sales forecast are commercial in confidence with the commercial partner.

An appraisal of the business case for JBS Australia’s Meat Snacks product concept demonstrates the
meat snacks concept aligns with key snack market trends and opportunities. Compared with recent
new product releases of ‘snacks’ and ‘protein balls’, Meat Snacks has the advantage of greater protein
content and lower fat content. Preliminary results show that Meat Snacks could realise a net benefit
for the planned small-scale launch, when marketing spend is excluded provided raw input price was
well managed. However, more work is required to explore either cheaper meat costs or to increase
sell price based on entry level production volumes and contribution to overheads in this case.
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7 Conclusions/recommendations

The development of red meat-based snack products has significant potential, though also associated
risk, for existing players in the red meat space. Consumers are seeking ‘better for you’ snacks and are
looking for tasty snacks made from real ingredients that better fit this ideal. In light of this, the
following discussion points are relevant:

- Theidea of Meat Snacks is highly appealing — a large proportion of Australian adults who have
dismissed jerky, love the concept.

- Delivering on the Value Proposition is challenging. Realising the desired attributes and
associated benefits requires overcoming significant barriers

- A red meat-based snack offering will always face significant challenges in terms of offering
perceived value — even compared to premium potato snacks, the customer is never going to
get a lot of meat snacks for the same money

In terms of the overall approach taken, the following discussion points are relevant:

e Adopting a Design Led methodology requires organisations, like JBS Australia, from working
in a very different way. The majority of innovation projects undertaken at JBS Australia are
‘extensions from the core’ — such as new packaging formats of existing offerings. In this case,
development can be undertaken sequentially, from department to department. But, in the
case of Meat Snacks, where JBS Australia are entering a new sector, following an design led
approach ensures a more united and thorough investigation of the opportunity

e Independent Quantitative Assessment — JBS Australia’s management have dictated that an
external assessment of ‘likely market success’ is required, to ensure they are backing a winner.
Thus, IPSOS was utilised, as they have one of the most widely recognised approaches for
forecasting market success. Their approach does not attempt to utilise a design led
methodology, but benchmarks results against a base of previous studies, normalizing the
results, to give a predicted market success. This independent assessment of Meat Snacks
provided JBS Australia with greater confidence in informing their future development of Meat
Snacks.

Addressing the projects stated objectives:

1. ‘Where to play’ market evaluation — identify needs, attractive segments, size and barriers to
entry for concept meat snack products that EnWave’s system could deliver.

The second stage of the project focused on identifying ‘where to play’. Recruiting a breadth of
potential target customers and understanding their snacking behaviours, pain points and unrealized
gains, enabled a comprehensive picture of their potential fit to Meat Snacks to be assessed. They
were also provided with Meat Snacks to consume as part of their normal snacking lives. Thus, there
was a great deal of confidence that we had been able to identify ‘where to play’ —the most promising
target customer segment.

2. Value Proposition development — detailed business case for meat snacks and the EnWave
system.
The third stage of the project focused on developing the Value Proposition. Providing a robust sample

of target customers with a more fully developed version of Meat Snacks, to consume as part of their
regular snacking lives. Their experiences were evaluated, in real time, to accurately assess the fit of
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Meat Snacks to their snacking pain points and unrealized gains. Thus, an accurate assessment of
optimizing the Value Proposition was able to be determined

3. Development of a Commercialization plan to deliver on the prescribed product-process-market
fit.

A fourth stage workshop was undertaken, which brought together MLA’s expertise and each
functional area within JBS Australia (R&D, Operations, Marketing, Sales). Armed with a clear
understanding of the power of the Value Proposition and a clear picture of the Target Customer, the
group worked through identifying the critical challenges in building a Business Model to support the
successful establishment of Meat Snacks in the market. This picture was further refined, as a launch
phase business model was developed, that focused on de-risking the launch, to allow a softer entry
into the market and did not commit JBS Australia to significant upfront investment, until its market
success had been proven.

8 Key messages

The following are the key messages that is recommended to convey to Red Meat Producers or
Processors who are considering embarking on a similar type of project. In particular, where they
have a novel processing technology that can deliver unique attribute-based benefits and / or are
considering entering a new sector with a profoundly new offering.

e Red Meat has significant potential beyond a ‘centre of plate’ meal solution (dinner), as a
snack offering.

e To realise the opportunity of a new processing technology that delivers unique attribute-
based benefits, it is advised to follow a ‘push-based’ design led process. The key ‘where to
play / how to win’ framework however should always remain ... Should you make it because
it’s clear a sales opportunity is desired, not can you only (technically) make it.

e Itis hard to nail the offering up front — one needs to be prepared to undertake an iterative
approach, with prototype offerings, in developing the product.
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9 Appendix

9.1 EnWave Dehydration Technology

9.1.1 Meat snacks opportunity

Despite emerging trends having identified new market opportunities in red meat snacks, there are
limited beef or lamb snacks if any available in the marketplace. Snacks are typically conveniently
smaller shaped sizes and ambient shelf-stable with desirable moisture controlled texture. There are
limited efficient “dehydration” options available for red meat due to its high water content and
generally long dehydration batch times. Conventional drying at typically high temperatures and
extended periods heavily impacts on the quality and nutrition of the product, particularly if the
desirable attribute is snackness.

9.1.2 Background: EnWave Technology

Various drying platforms are used in the food industry today — from hot air, spray dryers and freeze
drying to heat exchangers and extruders and microwaves to elementary air / dry ageing models - all
with various yield, cost and quality features. REV™ dehydration technology uses a combination of
pressure and microwave energy to deliver a high-speed, low-temperature, efficient drying process
(See Figures 35 & 36). REV™ technology homogeneously removes water (and therefore can control
water activity/moisture levels) from organic materials, providing superior flavour and texture while
preserving the nutritive value of food products and is more economical and much faster and with a
smaller operational footprint than freeze drying and produces superior products over air and spray
drying. REV™ technology alters the atmospheric pressure in the machinery by creating a precise
controlled vacuum thereby reducing the temperature at which water can be homogeneously and
gently removed from organic material being dried. It is envisaged that by reducing drying
temperatures and the levels of oxidation will increase yield and deliver different characteristics for
range of meat snacks. The technology is highly versatile and allows dehydration to be applied to a
wide range of market opportunities. While yet to be used and commercially proven in Australian red
meat processing, international red meat processing options exist in dried sausages, meat snacks,
ingredients and collagen applications. Hormel Foods Corporation, a multinational manufacturer and
marketer of consumer-branded food and meat products, is currently using rapid drying technology to
produce meat snack products, the first being SPAM Snacks in the USA.

9.1.3 Project & Purpose

JBS has identified major deficiencies in current processing options and capabilities, specifically for
efficient rapid drying of meats to produce the required texture and functionality that is desired for
premium products. There are limited commercial rapid drying processing options available for
Australian red meat processing. New innovative processes are required in order to produce premium
high-quality meat snacks where high nutritive value, concentrated natural flavour, bright colours,
attractive texture, and in some cases, novel physical attributes such as ‘crunchy’ are valued. Hence,
IBS is proposing to evaluate a new rapid drying at low temperature technology (i.e. Radiant Energy
Vacuum or REV™) that is available for the first time in Australian red meat processing through an
exclusive licence agreement with EnWave Corporation.
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EnWave REV Umts

100kW Unit

Figure 35: EnWave dehydration pilot scale equipment.

100kW REV Unlt in Actlon Moon Cheese

Figure 36: EnWave dehydration equipment used to develop Moon Cheese (Washington USA).
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9.2 Meat snack products in the marketplace from the USA & Canada
discovery exercise

9.2.1 Jerky

Price/unit; USS5.99 - $8.99
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Price/unit:
USS3.99 -
$4.99

Price/unit:
USS2.99
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9.2.3 Meat platters
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9.2.4 Snack kit combos

TOP 5 - MEAT/VALUE ADDED MEAT
PRODUCTS ON THE CAD & USA MARKET

5) LUNCH/SNACK KIT COMBINATIONS
- Positioned for Kids lunch or Adult Snack

Price/unit: US$3.99
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9.3 Examples of Snack category products

Table 1: Examples of new product releases in the ‘snacks’ category in the last 12 months (excerpt

from Table 14, Source: Mintel GNPD).

Product Major iegradient  Pack price - § Place of manufactuew % peatein K fat A ngredients  Process
e :
a'- Nt defined
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Table 2: Examples of ‘Snacks’ products released in Australian retail snack market in last 12 months (Source: Mintel GNPD).
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