Food & Beverage

Perfecting product labelling:
The first step toward deeper
customer connection
Ever-increasing requirements around labelling compliance can present a daunting challenge for today’s food and
beverage companies. Not only is there a continual need to keep up with rules that are subject to seemingly
endless changes, the consequences for labelling mistakes can be severe. Read on to learn more about this issue
and how IT solutions can help meet the challenges.

The new normal means
challenges and opportunities
to align with consumers
The demand for additive-free, non-GMO, low calorie,
and fresh products is not just a fad. This new normal is
adding to the burden on food and beverage
companies as they struggle to comply with vague
definitions and evolving standards for compliance.
Today’s clean label movement is an example of
consumer demand for informative labels and products
free of added chemicals, colors, and unnecessary
ingredients. While food and beverage companies may
want to seize the opportunity to appeal to a market
that has spending power, the task isn’t easy.
Definitions evolve, as do expectations. And,
manufacturers are often left trying to strike a balance
between healthy ingredients and pleasing taste.
Disappointing the consumer—whether on taste,
product purity, or misleading labels—is always a risk.
This is why accurate, informative product labelling is
now in the industry spotlight. Product recalls, damage
to a brand’s reputation, and possible litigation are just
some of the high-risk concerns around labelling.
Without the right tools and processes in place, the
potential for costly errors is a constant threat—so
much so that labelling errors often account for over
40% of USDA recalls in the US, according to Food
Quality & Safety.

Moving closer to
the consumer
For most forward-thinking companies, informative
labelling isn’t just a mandate, but an opportunity. Food
and beverage manufacturers who want to align with
customers are discovering that “clean labels” and
removing additives, sugars, chemicals, and GMOs
provide high-impact marketing opportunities.
Consumers care about food safety, food origins, and
moral issues related to environmental impact and
animal treatment. All of these concerns can be
alleviated on a label.
“Whether it is worry over an E.coli contamination at a
popular quick-serve chain restaurant or a viral video
over animal treatment, consumers are highly focused
on food safety and food origins. In fact, consumers are
more concerned than ever about where their food
comes from. They are not only making their concerns
widely-known on social media, they are editing their
shopping lists based on those concerns. That’s why
the food transparency trend is growing,” writes Chris
DuBois in a blog “The Rise of Food Transparency.”

Nearly two-thirds of adults tried to get more
protein in 2016; 60% tried for more fiber; 59%,
whole grains; 56%, vitamins/minerals; 48%,
potassium; 37%, omega-3s; and 33%, probiotics
(IFIC 2016). For the first time, nutritional/
supplement drinks, bars, and meal
replacements were among the top 10
fastest-growing food/beverage categories in
the United States, up 9.8% for 2016
(Nielsen 2016).
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Understanding the target consumer, therefore, is
extremely important to developing a product and
designing a label that will be appealing. “Demand for
a simpler way to live a healthy lifestyle continues to
grow, and highly fortified nutritionals are getting the
nod,” reports IFT in Top Ten Food Trends in 2017.
The report goes on to state:
"In the pursuit of healthy eating, consumers are also
turning to agriculture alternatives, like plant-based
meals and meat/dairy alternatives. Surveys show one
in five are regularly eating more meatless meals/meat
alternatives, and four in 10 chefs cite vegetarian and
vegan cuisines as hot culinary trends for 2017."
IFT reports that clean labels are attracting consumers,
plus producing profits. “The desire to live a more
natural, chemical free, sustainable-focused life is
accelerating among consumers. In fact, 28% of
grocery retailers predict natural/organic groceries will
grow in 2017 (Springer 2017). Foods/beverages with
an organic claim posted a compound annual growth
rate of 14.8% over the past four years,” says an
IFT article.
A Consumer Reports survey also shows popularity of
natural foods, but uncovers confusion which can
backfire. A report shows that 59% of consumers say
they look for a natural label and 49% look for organic.
Another Consumer Reports survey found that almost
two-thirds of shoppers believe the natural label means
more than it does, and nearly half incorrectly believe
that natural claims on labels have been independently
verified. According to Consumer Reports, the majority
of consumers expect processed foods labeled
“natural” to contain no artificial ingredients or
processing aids, no toxic pesticides or no GMOs.
Yet none of these expectations are necessarily true as
the term 'natural' is not currently defined by the FDA.
This indicates that food and beverage companies
have a great responsibility to self-police their claims in
order to deserve trust from consumers.
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What’s in a label?
While food and beverage companies rely on labels to
attract consumers, the labels and packaging also play
a critical role in meeting FDA mandates. Charged with
the overall objective to protect consumers, the
agency’s regulations around food manufacturing fall
into two categories: food safety and labelling.
While efforts around these categories share similar
goals, regulations around food safety are specifically
designed to prevent the manufacturing of
contaminated foods. Labelling is all about helping
consumers make informed decisions, while also
preventing consumption of ingredients that could be
personally harmful, such as allergens.
To enhance clarity, there are also specific rules about
how and where to place the list, the size of the font
and other factors, such as sufficient contrast and using
“common or usual” terminology to make it easy for
consumers to understand.
In a global supply chain, where ingredients are
sourced from a wider range of countries, the need to
keep track of all the variability in quality and
characteristic as well as definitions of what is safe and
allergen-free becomes far more difficult.
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New markets and new rules

What customers seek

Keeping up with legislation can be difficult—especially
when what is current and correct today may be
completely different tomorrow. This becomes even
more complex when manufacturers enter the global
marketplace or look for new vertical opportunities.

“Organic” is very popular claim in the food and
beverage industry these days. In fact, the phenomenal
growth in organic produce is reflected in a survey by
the Organic Trade Association, which found that total
organic product sales in the US reached nearly
$50 billion USD in 2016.

Companies that export overseas are subject to even
more rules. In addition to keeping up with compliance
changes at home, these companies must also satisfy
the demands of each country into which they export.
For example, 64 countries already require
on-package GMO labels—and each country has its
own specific laws and definitions of GMO ingredients.
As of December 13, 2016, all food labels in the
European Union (EU) must now comply with a new set
of stringent regulations. Although these rules are
based on international standards, there are some key
differences between countries.
In addition to the mandated label information,
manufacturers have the option to add on-package
messages that promote product attributes. Largely
driven by marketing pressure, these claims are under
constant scrutiny by government bodies, consumer
groups, and competitors. Failure to substantiate a
product claim can result in product recalls, harsh
penalties, and potential litigation.
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As more food manufacturers produce organic
products in the US, it becomes increasingly important
for authorities to enforce regulatory certification
provided by the USDA’s National Organic Program.
To remain compliant, companies must undertake
meticulous examination of ingredients, production
methods, storage, processing, packaging,
and shipping.
Targeting market segments by claiming additional
product attributes, such as “vegetarian” and “gluten
free” can increase appeal to specific groups, while
statements like “sugar-free” or “less than 1% fat” can
also cater to specific demand.
The constant push to innovate adds additional
pressure to already complex compliance issues.
New varieties, new flavors, new ingredients, and new
package sizes are just some ways manufacturers
explore niche opportunities in an environment where
differentiation is key to success. The resulting
proliferation in SKUs, however, directly correlates with
labelling complexity. A new list of items means a new
list of potential errors.
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Technology to the rescue
Food and beverage companies that rely on
paper-based or manual processes to meet regulations
and consumer demands can find labelling challenges
to be overwhelming. Factor in a wide selection of
products and exporting to overseas markets, and it
can seem virtually impossible to keep up with
labelling demands.
For formula-based companies to meet their objectives
with any level of confidence, they need to capture and
store all relevant data on a common platform. This is
where an integrated product lifecycle management
(PLM) solution becomes an invaluable business tool.
As the backbone of an organization’s manufacturing
process, a PLM solution consolidates all product
related information, such as suppliers, raw materials,
ingredients, and formulas into a single, accurate
database. With this data directly linked to a labelling
module, all relevant information can be automatically
and accurately reflected. And because regulations are
also contained in the repository, everything from rules
and exemptions to content and placement can be
seamlessly incorporated into the database.
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All product data is contained
in a central database
Beyond helping ensure you maintain label
compliance, a PLM solution can offer the most efficient
means for fast and cost-effective product
development—from initial concept through design,
certification, and launch. By examining data in the PLM
system, you can quickly see when a downstream
piece of information needs to be updated. With a
flexible PLM solution, you can assess formulas at any
time; for instance, when a new regulation is suddenly
announced, you can quickly see how many products
are affected and automatically alter the formula for all
those products.
A PLM solution can help break down silos of
information within your organization and foster a
two-way flow of data between people and
departments. And by using an advanced PLM solution
to share information with your suppliers, you can even
extend collaboration across your entire value chain.
When you share selected databases with suppliers,
you no longer need to manually enter ingredients.
Instead, this information can be added to the system
at source, placing responsibility on that’s supplier to
provide data that is accurate and current.
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The final take-away
In their effort to align with consumers, many food and beverage manufacturers are adopting clean label
strategies and reducing added ingredients, particularly sugars. While this attracts consumers, labelling is a
challenge. Fortunately, food and beverage companies can turn to technology to make the task easier, faster,
and more reliable.
PLM solutions, offer a central repository for all product information, plus provide the foundation for “the story
behind the label” that today’s customers actively seek out. By pulling data like ingredients, factory working
conditions, and sustainability initiatives, and making this available through online platforms, PLM’s information
reservoir can play a central role increasing transparency and developing trust. These benefits provide added
momentum in the journey to customer alignment.
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