Sector Insight

Compliance and Traceability: Food and
Beverage Manufacturers

The factors driving Food and Beverage (F&B) manufacturers to focus on
compliance and traceability are unique in that they are not simply tied up in
compliance to regulatory standards (despite operating in a strictly regulated
industry) or reducing costs, but are also concerned with the risk of product
recalls and maintaining customer safety and satisfaction. In response to these
pressures, F&B manufacturers have adopted many of the capabilities that
Aberdeen Group's December 2007 Compliance and Traceability in
Manufacturing found to be critical to an effective compliance and traceability
program, often exceeding what Aberdeen found to be Best-in-Class
performance. However, while these manufacturers have gone a long way to
building traceability into production processes, they generally lack the visibility
to respond effectively when incidents of non-conformance do occur.

A Unique Outlook on Compliance and Traceability

The pressures driving the F&B industry to focus on addressing compliance
and traceability issues differ greatly from what was reported by the
aggregate (Figure 1).

Figure I: Top Pressures Driving Compliance and Traceability
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F&B manufacturers are considerably more likely to focus on compliance to
regulatory standards (53%), risk mitigation (50%), and consumer safety
(39%). By contrast, the overall population reported the need to reduce the
cost of non-conformance and poor quality as the top pressure (49%). This is
not surprising given the current state of media coverage and public opinion
in regards to food safety. F&B manufacturers are under greater public
scrutiny as an industry than their peers in other sectors. Not only are they
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held to regulatory standards, such as the Food and Drug Administration
(FDA), but they must also maintain a high standard of product compliance
and public perception of safety in order to compete.

Strategic Actions

While the factors driving F&B manufacturers to focus on compliance and
traceability differ greatly from the greater population, the strategies they
take to ensure compliance align closely with those of all manufacturers
(Figure 2).

Figure 2: Strategies
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Interestingly, the two areas that see some differentiation are in actions that
manufacturers adopt most and least frequently. While building product and
process traceability into production processes is still the top pressure,
overall, F&B manufacturers show a lesser focus in this area. However, in a
related action, F&B manufacturers are more likely than other manufacturers
to attempt to build in visibility across the supply chain. However, success
will not solely be determined by the strategic actions taken but by how well
they align with the market pressures faced and the capabilities adopted to
support the success of these actions.

Aberdeen Analysis

To uncover how manufacturers address the aforementioned pressures,
Aberdeen classified research participants into one of three performance
categories. These include the top 20% of performances (the Best-in-Class),
the bottom 30% of performers (Laggard), and the remaining 50% (the
Industry Average). Four key criteria were used to measure and categorize
the performance of respondents:

e Percentage of products in compliance. The percent of total
products produced in compliance with internal production
processes and regulations set up by governmental organizations.
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e First pass yield. The percent of finished products that, on average,
go through the production process the first time within the
established specifications.

e Response time to non-conforming shipment. Given that a
nonconforming product has shipped: the average time needed to locate
and hold the product after the detection of a non-conforming incident.

e On Time Delivery (OTD). The percent of total products
delivered on time per the originally promised delivery date.

Table | details the differentiation between Best-in-Class, Industry Average,
and Laggard companies across these four metrics.

Table I: Top Performers Earn Best-in-Class Status

Definition of Maturity

Mean Class Performance

Class
= 98 % products in compliance
= 95 % first pass yield
= 96 % on time delivery
= 36 minute response time

Best in Class:
Top 20% of aggregate
performance scorers

= 96 % products in compliance

= 94 % first pass yield

= 95 % on time delivery

= 7 hour |6 minute response time

Food and Beverage

= 94 % products in compliance
= 91 % first pass yield

=91 % on time delivery

= 8 hour response time

Industry Average:
Middle 50% of aggregate
performance scorers

Source: Aberdeen Group, December 2007

The F&B industry is performing well among these metrics, exceeding Industry
Average in each category. This is interesting given the demands that are
placed on the F&B manufacturers by the FDA and the media, which brink
upon perfection. To reach this point, F&B manufacturers have invested in a
great deal of the capabilities that differentiate Best-in-Class performance.

Building in Compliance and Traceability

Improvement in responsiveness to a product recall begins with standardized
process for handling a product recall at the enterprise level. Food and
beverage manufacturers have done a good job of positioning the enterprise
for success in regards to both the standardization of processes and the
organizational structure of the enterprise (Table 2). These manufacturers
indicate that standardizing processes is necessary to handle product recalls
and traceability programs by product line to a greater extent than the Best-
in-Class. Standardization is a key component for many of the additional
capabilities that have been shown to enable Best-in-Class performance, and
standardization of these processes should be seen as a key starting point.
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F&B manufacturers are also supporting strategic actions with executive level
sponsorship of both traceability and risk mitigation initiatives as well as
implementing continuous improvement teams to focus on product and
process traceability. Here as well, they show adoption in excess of Best-in-
Class performers.

Table 2: The Competitive Framework - Process and Organization

q Food & Indust
Best-in-Class Yy

Beverage Average
Standardized process to handle product recalls at enterprise
level

Srocess 63% | 69% ‘ 52%

Standardized traceability programs by product line / division
66% | 78% ‘ 60%

Continuous improvement team focusing on product and
process traceability across the enterprise

64% | 67% ‘ 55%

Executive ownership of product and process traceability
Organization initiatives across the enterprise

57% | 63% ‘ 50%
Executive ownership of risk mitigation initiatives across the
enterprise

61% | 70% ‘ 55%

Source: Aberdeen Group, December 2007

Knowledge Management

While F&B manufacturers have taken the steps to transform the
organization in order to build in compliance beyond that of the Best-in-
Class, they significantly underperform the Industry Average when it comes
to having the knowledge management capabilities necessary to act effectively
on instances of non-compliance. In particular, F&B manufacturers are less
likely to automate data collection from both the plant floor and the supply
chain. Similarly, they are less likely to leverage historical data as actionable
intelligence, a key capability for root cause analysis and an effective NC /
CAPA program.

These three attributes, considered in tandem, assure real time visibility both
into the production process and across the value chain, enabling
manufacturers to become more responsive to non-conformance incidents.
Without these capabilities in place, F&B manufacturers report response
times that linger at par with the Industry Average, even as they show near-
Best-in-Class performance on the metrics such as of first pass yield and the
percent of products in compliance.
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Table 3: The Competitive Framework - Knowledge Management

Food & Industry

Best-in-Class
Beverage Average

Plant floor quality data is collected automatically

54% | 40% | 43%
Supplier quality data is collected automatically
Knowledge 35% ‘ 26% ‘ 34%
Management

Historic information about non-conformance used as
actionable intelligence

81% \ 51% \ 65%

Source: Aberdeen Group, December 2007
Technology Enablers

Despite lagging adoption of knowledge management capabilities, technology
is another area where F&B manufacturers exhibit strong adoption. These
manufacturers are near Best-in-Class levels in the adoption of key
technology enablers, such as Manufacturing Execution System (MES),
Enterprise Manufacturing Intelligence (EMI), Quality Management System
(QMS), and Enterprise Resource Planning (ERP) applications. However, the
area where they fall significantly behind is in the adoption of Supply Chain
Management (SCM) tools, which unfortunately only continues to support
the lack of investment in achieving traceability across the supply chain.

Table 4: The Competitive Framework - Technology

Best-in-Class

Food & Industry

Beverage Average

Quality Management System (QMS)

86% | 83% | 79%
Manufacturing Execution System (MES)

29% | 29% | 22%
Enterprise Manufacturing Intelligence (EMI)

Technology 22% | 18% | 13%

Enterprise Resource Planning (ERP)

62% | 61% | 51%
Supply Chain Management (SCM)

70% | 51% | 53%

Source: Aberdeen Group, December 2007

F&B manufacturers have done a good job of automating process and
product traceability and those that have not yet achieved this should focus
on doing such. However, many of the other key capabilities that support
Best-in-Class compliance initiatives are not being adopted at the rate they
should be. NC / CAPA programs, automated workflows, and SPC are all
critical in an FDA regulated environment. Adopting these capabilities in an
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integrated enterprise-wide fashion and leveraging their existing technology
footprint is the next step for achieving and surpassing Best-in-Class
performance.

Table 3: Technology Modules
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40% 39% 36% 37%

30%31% 29% 579,
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Required Actions

To achieve Best-in-Class performance and ensure complete traceability
across the supply chain, F&B manufacturers should adopt the following
recommendations:

e Continue to focus on the basic building blocks. Best-in-Class
manufacturers are more like to have standardized processes,
executive ownership of compliance and traceability and risk mitigation,
and continuous improvement teams focused on these issues.

e Continue to focus on building compliance and traceability into
production processes. The Best-in-Class are more likely to have
traceability and real-time visibility throughout the supply chain.

e Many F&B manufacturers already have an integrated enterprise-wide
technology footprint that spans several technologies, MES, EMI, QMS,
and ERP. Improving traceability initiatives requires following the lead
of the Best-in-Class and integrating SCM to this stack as well.

e Building in compliance and traceability also requires additional,
complimentary capabilities. Leverage the existing technology
footprint to deliver non-conformance alerting, automated
workflows, SPC, audit documentation, and SOP documentation.
This will ensure complete compliance and traceability.

For more information, please visit www.aberdeen.com.

“Our key requirement for a
traceability solution was around
strong functionality, including
the need for extensive demand
and supply planning capabilities,
as well as production and
scheduling, traceability, and
yield management. Meat
products are high value
consumable products, so the
more you manage the yield, the
better you can optimize
margins which goes straight on
the bottom line.”

~ James Feeney,
Chief Information Officer,
FoodCap International Limited
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benchmarked the performance of more than 644,000 companies, Aberdeen is uniquely positioned to provide
organizations with the facts that matter — the facts that enable companies to get ahead and drive results. That's why
our research is relied on by more than 2.2 million readers in over 40 countries, 90% of the Fortune 1,000, and 93% of
the Technology 500.
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reproduced, distributed, archived, or transmitted in any form or by any means without prior written consent by
Aberdeen Group, Inc. 010908a

© 2008 Aberdeen Group. Telephone: 617 723 7890
www.aberdeen.com Fax: 617 723 7897


http://www.aberdeen.com/summary/report/benchmark/4138-RA-compliance-and-traceability.asp
http://www.aberdeen.com/summary/report/benchmark/4138-RA-compliance-and-traceability.asp
http://www.aberdeen.com/summary/report/benchmark/4121-RA-quality-matters.asp
http://www.aberdeen.com/summary/report/benchmark/4121-RA-quality-matters.asp
mailto:matthew.littlefield@aberdeen.com
mailto:mehul.shah@aberdeen.com
mailto:david.houlihan@aberdeen.com
http://www.aberdeen.com/
http://www.harte-hanks.com/


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


