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ConsumersExpect Terrorist Attacks

Protecting America’s food supply from deliberate
contamination and preventing there ease of chemical
or biological agentsin crowded public areas are the
nation’s highest priority anti-terrorism activities
according to results from a national survey of
Americans over the age of 16 conducted in thefirst
week of August 2005. The survey, conducted by The
Food Industry Center and funded by the National
Center for Food Protection and Defense, asked
respondents how likely they believed different types
of terrorist attacksto be. 1naddition, they were asked
how anti-terrorist spending should be allocated
among potential targets. The terrorist acts covered
by the survey were another aircraft hijacking, an
incident involving some other form of public
transportation, destruction of anational monument,
deliberate contamination of the food supply,
disruption of the power grid, and rel ease of achemical
or biological agentinapublicarea.

Ninety-Eight Percent of Adult Americans Expect
Further Terrorist AttacksDuring Their Lifetime.
Trainsor subways werethought to bethemost likely
target for another attack. Morethan 85 percent beieve
such an attack will occur in the next four years. Even
though they thought an attack on the food system
was less likely than an attack on transportation,
Americansarein agreement that protecting thefood
supply chain and preventing therelease of achemical
or biological agent in apublic areaaretheanti-terrorist
activities deserving the most funding.

Differencesin Demographic Char acter istics had
only a small effect on opinions about where anti-
terrorist spending should be directed. There was
broad agreement among ethnic groupsthat protecting
national monuments was not as important as
protecting airlines from hijacking. The largest
differences were between individuals living in the
Mountain Stateswhowould all ocate somewhat more
to protecting national monumentswhilethoseliving
in the South Atlantic Stateswould allocate | ess.

Most consumers would allocate less to protecting
the nation’s power grid from disruption by terrorists
than tosecuring air travel. For example, individuals
over the age of 65 would allocate more and those
under theage of 40 would allocate less. Blacksand
Hispanics would allocate less to the electrical grid
than airways while whites would spend almost the
same amount.

Allocating funds to protecting thefood supply chain
and preventing therelease of achemica or biological
agent in a public area were deemed to deserve the
most funding, but there were distinct differences
acrossracial and ethnic groups. White, non-Hispanics
allocated more to protecting the food supply than
Blacks and Hispanics. The spending ratios for
defense of the food system and defending against a
chemical or biological attack increased with education

and age, but therewas no distinct pattern with respect
toincome.

When asked specifically how confident they werethat
America’s food supply is secure against terrorism,
almost one-third were not very confident at all. The
distribution of these responses is illustrated on the
graph bel ow:
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Spending to Defend the Food System

In fiscal year 2005, the enacted level of spending for
homeland security by all federal agencies, outside of
the Department of Defense, was$37 billion. A total of
33 agencies have a direct role in federal homeland
security programs. Four agencies—the Departments
of Homeland Security, Health and Human Services,
Jugtice, and Energy—account for morethan 89 percent
of thisbudget in fiscal year 2005. The Transportation
Security Adminigtration (TSA), which providesairport
passenger and luggage screening, received about $5
billion in fiscal 2005, about 10 percent of all federal

homeland security funding. Findings of this survey

indicatethat the U.S. publicwould alocate morethan
the TSA budget to protect the food supply.

The official report of this research has yet to be
rdeased. Itincludesimportant public policy messages
and speaks volumes about the levels of latent fear
among peoplewho arelearning to livewith the idea of
potential terrorism. Food isavery personal vital good

in their lives. They want it to be safe.

Thefaculty and staff working on this project are Jean
Kinsey, Tom Stinson, Dennis Degeneffe, and Koel
Ghosh. Visit our web site in the coming months for
the official reports of this survey.
http://foodindistrycenter.umn.edu

Upcoming Events

Program L eader ship Board Meeting
March 31, 2006

Houck L ecture on Food & Consumer Palicy
May 16, 2006
Speaker: Juan Enriquez-Cabot
Harvard Business School Life Sciences



http://foodindistrycenter.umn.edu

The Food Industry Center

University of Minnesota

CO-DIRECTORS NOTEBOOK

Thisnewsd etter marks amilestone
for The Food Industry Center. The
Alfred P. Sloan Foundation funded
us for the last decade with three
Separategrantsto build and expand
the Center’sactivities. Likeevery
parent they expected usto develop
our own sources of funding as we
matured and moved forward. The
good newsis that we have a three pronged strategy
tofinancially sustain thework of the Center.

Research Grants: First, in the past two years our
faculty and staff have been successful in attracting
more than a million dollars in federally funded
research grants and other foundation grants. The
research topics addressed with these grants relate
tofood (homeland) security, food accessfor the poor,
women’s eating patternsand obesity, healthy school
lunches, and tabul ating per capita food consumption.

Board of Trustees Second, under theleadership Rick
Schnieders of SYSCO, John Johnson of CHS, and
Jeff Noddle of SUPERVALU we now have thirteen
companies or organizations who are charter
sponsoring members of TFIC. We are grateful for
their support and advice and look forward to
providing them and otherswith informed and neutral
discussion forums as well asthe next generation of
industry leaders. (A list of thecharter members can
be found on our web site at http://
foodi ndustrycenter.umn.edu/sponsoring_members.)
Under this new funding model, our goal isto grow
the number of Center sponsors and sustain their
annual membership.

Development Officer: Lagt, but far
from leadt, is the hiring of a new
Development Officer in the
University of Minnesota
Foundation who will work closely
with TFIC and the College of
Agricultural, Food, and
Environmental Sciences to grow
and sustain sponsoring
memberships and devel op endowment funds for the
future of the Center. Funding for thefirst threeyears
of this devel opment work has been provided by the
Sloan Foundation and the College.

Weare pleased to introduce our new
Development Officer, Rand Park.
8 Heis moving into his office January
%3, 2006 in the Classroom Office
. 4| Building on the St. Paul Campus

il wherehewill work closdy with THIC
4 faculty and staff. Rand bringswith
him incredible enthusiasm and
consuderable experience. He comes from Hamline
University where he was the Founding Director of
the Hamline University Minneapolis Center and the
Director of theMagter of Artsin Management program.
Hehasalso held positions at RBC Dain Rauscher and
Thomson West. From 1997 through 2002 he served
on theBoard of Directorsof HedlthPartners, Inc. Rand
has Bachelor’s and Master’s degrees from the
University of Georgia and is agraduate of Hamline
University School of Law. We welcome Rand and
look forward toworking with himin our second decade
as a Sloan Industry Study Center.

Per Capita Consumption of Food: Six Pounds of Celery per Year?

In August, Jon Seltzer and Ben Senauer, from The
Food Industry Center, visited the Salinas Valley of
Cdlifornia (known asthenation’ssalad bowl) during
acdery harvest. They saw a line of about a dozen
men moving down the rows cutting the celery off at
thebutt and al so topping it to the appropriate length.
The rows had been irrigated only a few days before
so the celery would be well hydrated for shipment.
Behind them was alargetracked harvesting machine
crawlingsowly along. It had along stainlesstray in
front onto which the men tossed the cut celery. The
tray was bei ng continuously sprayed with chlorinated
water to clean thecelery. Behind thetray were about
a dozen women who sorted and washed the celery
under the spray; then dipped the stalks into plastic
deeves. It wasthen placed directly intothe shipping
cartons. The celery you purchasein the supermarket
ispacked directly in thefid d and issent to the packing
house only to be chilled for shipment. They were
packing celery for three different retail customers,
including Kroger’s and Trader Joe's, each with
somewhat different specifications.

Since September 2004, The Food Industry Center has
been gathering datafor a Cooperative Agreement with
the Economic Research Service of the U.S.
Department of Agricultureto gather the conversion
or yield factors of specified agricultural products. An

estimate is translated into the supply of finished
products available at theretail level and the average
U. S. per capita consumption. In order to makethis
calculation, the USDA rdlies on conversion factors
that reflect the yield or percentage of the raw
commodity that ends up as aconsumer product at the
retail level. For example, for celery stalks some 95
percent reaches the retail stores. On average, five
percent is lost due to dehydration, losses during
shipment, and rejection by the wholesaler or retailer
for sub-par quality. On the other hand, for bagged,
dliced celery pieces, the conversion factor from raw to
consumer product isonly 45 percent.

Thiswiddy used USDA dataseriesof product specific
conversion or yield factors play acrucial rolein the
calculation of food availability and per capita
consumption. From the data being collected, the
average per person nutrients available in the U. S.
food supply can becalculated. Thedataalso playsan
important rolein determining federal policy for food
and agricultural markets, human health, and nutrition.

The most recent analysis and documentation of
converson factorswas doneby USDA in 1992. Many
of these conversion factors have not been
substantially updated since the 1960s; further back
for some. Sincethistime, much haschangedinterms

(continued on page 4)
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Program L eadership Board Update: Advancing Agendas on TFIC Strategic Initiatives

Thefall 2005 Program L eadership Board Meeting was he d October
15" at the McNamara Alumni Center. The meeting included a
Center update and progresssummarieson our Sx research grants
(seethe TFIC website for moreinformation on our current grants

at http://foodindustrycenter.umn.edu/Research_Initiatives.html).

The balance of the meeting involved committee breakout sessions
on the Center’s three key strategic initiatives Healthy Food,
Healthy Business, Food System Security; and Food I ndustry
Academic Program Devel opment.

Particular emphasis was placed on the Academic Program
Development initiativein order to conceptualize and obtain input
for aFood Industry Certificate Program. Several studentswho
recently graduated from the University of Minnesota and are

working in thefood industry joined the discussion. The Certificate
would beissued by our sponsors. 1ts purpose would beto help: 1)
attract some of the best studentsinto careersin the food industry,
2) prepare studentsfor careersin theindustry, and 3) identify those
studentswho are best prepared for careersin theindustry. There
was strong agreement that an appropriate internship should be a
requirement of the certification program. There was further
discussion on which courses might beincluded in the program and
consideration toward required and optional courses for the
certificate. Inaddition, aminimum GPA would probably berequired
to enter the certificate program. This input will be used by the
Center atodevel op aprogram proposal that will bereviewed in our

next PLB Meeting.

What's for Dinner? Prep-and-Take.

Take-away has long been a staple of many restaurants and is
growing with easier ordering and special pick-up parking. The
growing share of consumer spending for food at restaurants and
other foodservice venues, at the expense of supermarkets, has
spurred new product introductions throughout food stores with
morerefrigerated, frozen, and deli case options. In addition, both
restaurants and supermarkets have tried different home delivery
options. Still, new concepts and formats within the two channels
continueto evolve and a new channel, prep-and-take, isemerging.

Prep-and-take invites customers to set an appointment to spend
about two hours moving through different preparation or portioning
stations assembling components for mealsthey take home. Rather
than walking asupermarket aisleor looking at arestaurant menuto
see “What's for dinner?’ the customer selectsthe meals they will
be preparing and fixesthemto their households' tastes. Therecipes
and mealsare provided by the prep-and-take store. Customers go
homewith freezer bagsfull of theingredientsthat will befrozen and
stored for future preparation. Each bag will contain just enough
food for the members of the household (or one person) for one
medl.

Generdly lessthan twoyearsold, prep-and-take companiesinclude:
Let’s Dish, Dream Dinners, Supper Thyme, Mix It Up, Dinner
Tonight, Dinner Time, Dinner Sation and others. Most operate
one or more corporate stores and are expanding with franchises.

Prep-and-take provides consumerswith an alternative to food-away-
from-home and food-at-home. Thisnew channel hasan expanded
value proposition and comes with a different cost structure than
the other channels. The prep-and-take val ue proposition seeks to
bal ance convenience, price, and variety. The convenience comes
from spending a predetermined scheduled period of time with
potentially new, but tested, recipes”customized” for ahousehold's
preferences (heavy pepper, extramushroomsand noonions). The
meal’s planning and search tasks are provided by the prep-and-
take operator and the experienceis often pre-paid by the customer.

Pricearedetermined by the operator’sability to devel op, consumer-
test, and cost recipes and then purchase the needed portions of
food in commercial quantities from foodservice distributors. At

thesametimethereisan affiliation and fulfillment dimension.

For anation that “does not cook,” the fulfillment and sati sfaction
of preparing a “new restaurant quality” dish at home is very
important. The prep-and-take experience provides both the
portioned ingredientsand needed instruction. In addition, unlike
the conventional shopping trip, done in isolation with reluctant
children in tow and sandwiched in between work, after-school and
other activities, prep-and-take is a destination trip and is an
opportunity for a group; book-club, PTA or work unit to sign up
and portion together.

Asadestination trip, visibility from the street and adjacent tenants
are not as great as for convenience oriented channels. Build out
cogsarelessthan atraditional storeor restaurant as are equi pment
costs, refrigerated/ freezer storage, prep tables and hand washing
and sanitation. In addition, the ability to purchase and consume
inventory at the same time, and even after receiving customer
payment, reducesfood cost and improvescash-flow. Furthermore,
the reservation system for prep-and-take, usually internet based,
provides a more complete “customer spotting” than most
supermarketsor restaurants can ever imagine.

Similar to many other businesses, “it may be simple, but it is not
easy,” execution will determinethe successor failure of individual
prep-and-take competitorsand operators. 1n addition, and perhaps
moreimportantly, prep-and-takewill continueto evolve: how much
variety will consumers want and how quickly will the concept
segment (organic, diet, etc.)? Will supermarketsand restaurants
develop their own prep-and-take concepts, and will schools,
culinary schoals, churchesand other organizationswith commercial
kitchens enter the channel? At this point there may be more

guestions than answers; but this is a concept to watch.
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DID YOU KNOW?

Shoplifting/Theft:

A major concerntoretailersand consumers
alikeis the cost of shoplifting and theft in
the retail food store. Somewhere around a
million shoplifting/theft incidents occur
every day in retail storesfor adaily loss of
$26-$36 million dollars. Employeetheft isa
major cause of loss. The two largest types
of losses in each of three categories - in
percentage terms -are: Location of Theft -
Cashier station(42%) and Sales/servicearea
(25%); Most frequent item shoplifted —
Health and Beauty Aids(20%) and Meat
(18%); Typesof employeetheft — Cash (24%)
and Merchandise (22%). (Source, FMI,
Advantage, Jan. 2004 p. 52-54.)

Salt Limits?

TheUnited Kingdom isestablishing targets
for salt consumption of 6 grams per day by
2010. They are also consulting on target
(maximum) levels for specific food
categories. Key product categories under
consideration for special target levels are
sausages, crisps, pizza, bought sandwiches,
ready meal s, soup, cereal, bread, cheeseand
table sauces.

(See www.food.gov.uk.multi media/pdfs/
howsalttargetsmet.pdf) IntheU.S., thenew
Dietary Guidelines recommend 2400
milligrams of sodium (which also equals6
grams of salt) per day for adults. (See:
WWW.mypyramid.com).

Bioterrorism Act in Force Dec. 12, 2005
Public Health Security and Bioterrorism
Preparedness and Response Act of 2002
(theBioterrorismAct) requiresdomestic and
foreign facilitiesthat manufacture, process,
pack, or hold food for consumption in the
United Statesto register with the U.S. Food
and Drug Administration (FDA) by
December 12, 2003. Thefinal rulerequires
food firmsto establish and maintain records
that would allow FDA to conduct an
effective and efficient traceback
invegtigation to protect the U.S. human food
and animal feed supply, in the event the
agency has areasonablebelief that an article
of food is adulterated and poses a threat of
serious adverse health consequences or
death to humans or animals. More
information about each rule may be found
on FDA's websiteat www.fda.gov under the
“BioterrorismAct” link.

University of Minnesota

PrivateL abels

Is the store the brand? In the seven years
before 2004, sorebrand (privatelabels) sales
grew at more than twicetherate of national
name brand salesand now account for 15%
of packaged goods revenue. The types of
food most likely to have a private label are
milk, cheese and eggs as well as paper
products. (Adamy, Wall Street Journal, 11/

21/05).

Hunger in America:

USDA finds that 38 million Americans
including 14 million children areat risk of
hunger. Food shelves are one place they
often go for food. At least one-quarter of
supermarkets survey by FMI said they
donated morethan 1 million pounds of food
annually to food shelves. Thisis enough
for at least 800,000 meals. Morethan half of
the stores donated at |east 100,000 pounds
annually. Perishable donations are
increasing asfood banks seek moreprote n-
and nutrient-rich foods. Baked goods
donations are up 71%, produce up 51%,
dairy products up 44%, deli items up 22%
and fresh meat up 33%. http://www.fmi.org/

media/mediatext.cfmAd=778

Per Capita Consumption of Food: Six Pounds of Celery per Year? (continued from page 2)

of theform in which products are made available to consumers, such asbagged salads and bonel ess/skinless chicken breasts, plus more
product is moving through thefood service channel. The USDA maintainsan annual dataseriesdating back to the early 1900sfor many

crops.

Thenow smaller ERS hasbeen able to maintain the necessary contacts required to update and revisethe conversion factorsin atimely
manner by working with The Food Industry Center to update the conversion factors and establish a user friendly website to hold the
collected data. The cooperation of industry isvital if the Center isgoing to develop and maintain accurate conversion factors.
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