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Horsemeat: Yay or Neigh?
Written on 30/07/2013

The recent horsemeat scandal has highlighted how the integrity of today’s food supply chain can
easily be broken down. Due to the mislabelling, consumers have lost trust in the industry in assuring
the quality and transparency of their food. As the industry recovers from the scandal, certain
companies and business models are likely to come out on top.

The horsemeat scandal first struck Britain and Ireland, when
their respective food safety agencies confirmed the presence
of horse DNA in beef burgers sold in food retailers. Within a
few weeks, the horsemeat scandal reached more than 28 firms
in at least 14 European countries. Horsemeat was discovered
in beef products, most of which were ready-made meals, found
in supermarkets, school and hospital canteens, and
restaurants. The magnitude of the horsemeat scandal is like no
other with past food related issues being isolated to only one
or two countries.

“ The scandal is about
mislabelling and not health & safety.

the cheapest prices and allow for flexibility by outsourcing the
food processing to small and medium sized enterprises.
Meat is a staple product which buyers would want to get the
best offer available. Usually dealing with 10-20 abattoirs on a
regular basis, buyers purchase the meat from the abattoir
offering the most competitive price – causing buyers to change
supplier every time depending on the supply of the meat.
Additionally, since buyers look for the best end-of-the-line
deals that usually happen when abattoirs have too much meat;
abattoirs don’t know where their stock is going until the last
minute making it difficult to monitor companies’ supply chains
(Lucas, From workhorse to main course, 2013).

Figure 1. Findus Beef Supply Chain

The horsemeat affair is a labelling scandal and not a health &
safety one as horsemeat is safe for human consumption and
the levels of bute (a.k.a. phenylbutazone), a drug commonly
used for horses, would be too low in the horsemeat to affect
humans (Fergus, 2013). It is nevertheless a scandal of
importance as food products originally labelled as beef actually
contained up to 100% horsemeat.

It’s complicated
The horsemeat scandal has revealed how complicated the
food supply chain has come to be – with too many middle men
between farm and fork thereby increasing the risk of an
integrity break-down.
A clear example is the ordering process for Findus’ readymade meal products, where the order for meat from the food
processor went through three intermediaries before reaching
the abattoir (see Figure 1).

Source : Mirova / BBC, FSA, French Investigators, 2013.

The lengthy supply chains in the industry have been developed
to facilitate the purchase of ingredients for processed foods at

Moreover, the amount of firms and countries affected by this
scandal show how not only one source is responsible as
authorities of different countries pursue various leads:
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▪ French authorities say that company Spanghero is
responsible for the horsemeat found in Findus products.
▪ Dutch prosecutors currently have an on-going criminal
investigation concerning a meat processing plant based in the
Netherlands. A Dutch trader convicted in early 2012 for selling
South American horsemeat as German and Dutch meat is also
suspected to be part of the current scandal.
▪ British authorities raided 5 businesses and arrested 3 men on
suspicion of selling horsemeat as beef burgers and kebabs
(Lawless, 2013).

“ Although regulatory checks and
balances exist to avoid adulterations in
the supply chain, its complexity makes
it difficult to completely eliminate
them from the system.

consumers by luring them with cheap food, with some readymade meals selling for as low as 2€. As customers are
tightening their belts, retailers are cutting costs and relaying it
further down its supply chain.

“ Recent changes in the market
have brought about an increased
supply of horsemeat.
Certain events have brought about an oversupply of horse
meat driving down its price:
▪ One is the increasing amount of cash-strapped horse owners
all over Europe (especially Ireland) unable to provide for them.
Thus, instead of letting their horses suffer, owners send them
to abattoirs to treat them in a more humane manner (Smyth,
2013).
▪ Another event is the recent enforcement of legislation

The integrity of the supply chain is highly dependent on selfregulation within the food industry itself. However, as seen with
the recent horsemeat scandal, the current method of selfregulation has failed to prevent it from happening.

Table 1. Glimpse of a few affected
companies & countries
Date
15 January
15, 18
February
13 February
18 February
22 February

25 February

12 March

Company
News
Aldi
First detection of horsemeat found in beef burgers
Lidl withdraws products with undeclared horsemeat
Lidl
from its supermarkets in Sweden, Finland, Denmark
and Austria.
Swiss based supermarket confirmed the presence of
Coop
horsemeat in frozen lasagna.
Ready made pasta meals sold in Italy, France and Spain
Nestlé
contained more than 1% horsemeat.
Birds Eye withdrew three ready meals when it was
Birds Eye discovered that traces of horse were found in a
different ready meal from the same supplier.
Horsemeat was found in their meatballs sold in the
Czech Republic, Slovakia, Hungary, France, the UK,
Ikea
Portugal, the Netherlands, Belgium, Spain, Italy,
Greece, Cyprus and Ireland.
Tesco continues to find horsemeat in its own brand
Tesco
products ‐ the latest product to have been detected
with horsemeat is their Simply Roast Meatloaf

Source : Mirova / News Agencies, FSA , 2013.

Price Wars
The European economic slowdown leading consumers to be
more price sensitive has engaged shops into battle to retain

regarding horse-carriages on the road in Romania. In the past,
horse-drawn carriages were a common sight on Romanian
roads. However, the legislation banned horse-drawn carriages
on the road and led to a growing influx of horses to the
abattoirs (Lichfield, 2013 - Arumugam, 2013). In Romania,
horsemeat sells for 0.50€ per kilo while beef sells for 3€
(Lucas, From workhorse to main course, 2013). It is therefore
not surprising as to why someone would take up the chance to
switch the meats.

Opportunities ahead
The horsemeat scandal will bring about changes in the food
industry:
▪ Within consumers, it will be interesting to see if the scandal
will alter their buying habits.
▪ Companies will probably put in place initiatives to gain back
consumer trust.
▪ Regulators will continue to find ways to ensure that such a
scandal doesn’t happen again. Throughout this transformation,
certain companies and business models will prevail over
others.
Consumers will temporarily avoid the affected products and
purchase alternatives. Reports revealed that four weeks after
the scandal broke out the sales of affected products such as
frozen burgers went down while the sales of organic and
vegetarian options went up (Kantar WorldPanel, 2013 - Lucas,
2013). Organic and vegetarian food companies are, thus, bestpositioned to gain from this temporary behavioural change.
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Organic foods benefit from a shorter supply chain, which are
more difficult to compromise.
However, this behavioural change is probably temporary as
studies have shown that buying patterns after a food scandal
would gradually go back to the buying patterns before the
scandal occurred (Schlenker & Villas-Boas, 2006). Stronger
efforts will need to be made to shift consumer buying habits
from ready-made meals and frozen foods with long and
complicated supply chains to foods with supply chains less
susceptible to integrity break downs.

“ While the effects of the scandal
on consumer behaviour are temporary,
those on companies and regulators will
be more permanent.

“ Scandals expose the weaknesses
and highlight the strengths in current
systems.
Apart from exposing the fragility of the supply chain, the
horsemeat scandal has also shown that such scandals can
easily happen in mature markets where controls and
regulations are generally stricter and better enforced.
Moreover, other scandals similar to this are also happening in
different parts of the world:
▪ A recent study done by American NGO, Oceana, revealed
that fish products being sold in United States retail outlets were
mislabelled. Out of the 1,200 samples taken from 674 retail
outlets, one third of the samples were incorrectly labelled, i.e.
the species of the product itself did not correspond to the
species indicated on the label.
▪ In South Africa, a study showed that donkey, goat and water

The effects of the scandal on the companies and regulators,
on the other hand, will be more permanent. Initiatives have
already been placed into motion so as to ensure that the
scandal doesn’t happen again. One such initiative is the
simplification of the food supply chain:
▪ McDonald’s, a company famous for its burgers, was
untouched by the scandal as it has deeply invested in making
its supply chain simple and transparent.
▪ Following suit, supermarket chain, Tesco has pledged to
improve its supply chain by putting in place better controls,
sourcing its produce locally, building longer lasting
relationships with its suppliers and increasing transparency
(Tesco).
▪ The EU has proposed a resolution regarding tougher labelling
of agricultural and food products.
Regulators will also expect food companies to put into place
more tests to ensure the compliance of their products with food
safety. Testing, inspection and certification (TIC) companies,
such as Eurofins – a life sciences company in pharmaceutical
and food testing, will greatly benefit from the demand for
further testing.
Since the horsemeat scandal broke out, TIC companies have
already seen an influx of demands. This trend is likely to
increase as future regulation changes will require more tests.

buffalo meat have been disguised as beef in meat products
such as burger patties, deli meats, sausages and dried meats.
▪ In China, Yum Brands, owner of the KFC fast-food chain,
suffered food safety concerns when it was revealed that the
chicken provided by its suppliers were injected with growth
hormones and antiviral drugs beyond food safety limits.
Supply chain scandals such as these highlight the importance
of control, traceability and transparency in the food supply
chain. As supply chains get more complicated, the ability to
control and increase transparency in the supply chain will be a
long-term driver that companies would need to adhere to.

Mirova’s strategy is to invest in companies that answer to and
benefit from long-term trends such as the increasing need for
safety and security in our food’s supply chains.
Scandals like these highlight the importance for companies to
have a long-term vision and affirm Mirova’s strategic choice.
They highlight certain flaws in the current system and bring
attention to those able to remain untouched and those able to
rise above the challenges – in this case, the ability to closely
monitor and enforce strong controls over its supply chains.
They test the strength of companies and their abilities to
improve their practices once their faults have been highlighted.
Moreover, they also bring attention those who would further
benefit from the change within companies (for example, TIC
companies will benefit from an increase demand in food testing
from producers).
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In conclusion, businesses that come out of scandals
unscathed, improved, or enhanced are those who’ve proven
their ability to last through difficult times and provide their
stakeholders with long-term value.
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DISCLAIMER

.

This document is destined for professional clients. It may not
be used for any purpose other than that for which it was
conceived and may not be copied, diffused or communicated
to third parties in part or in whole without the prior written
authorization of Natixis Asset Management. None of the
information contained in this document should be interpreted
as having any contractual value. This document is produced
purely for the purposes of providing indicative information.
It constitutes a presentation conceived and created by Natixis
Asset Management from sources that it regards as reliable.
Natixis Asset Management and Mirova Environment and
Infrastructure reserve the right to modify the information
presented in this document at any time without notice and
particularly the information concerning the description of the
management processes which does not in any way constitute
a commitment on behalf of Natixis Asset Management or
Mirova Environment and Infrastructure. Natixis Asset
Management and Mirova Environment and Infrastructure will
not be held responsible for any decision taken or not taken on
the basis of information contained in this document, nor in the
use that a third party may make of it. Figures mentioned refer
to previous years. Past performance does not guarantee future
results. Reference to a ranking and/or a price does not indicate
the future performance of the UCITS or the fund manager.
The analyses and opinions referenced herein represent
subjective views of the author(s) as referenced, are as of
date shown and are subject to change. There can be
assurance that developments will transpire as may
forecasted in this material.
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The funds managed by Natixis Asset Management and
mentioned in this document have received the approval of the
French Financial Market Authority (AMF) or have received
authorization to be marketed in France.
Under Natixis Asset Management’s social responsibility policy,
and in accordance with the treaties signed by the French
government, the funds directly managed by Natixis Asset
Management do not invest in any company that manufactures
sells or stocks anti-personnel mines and cluster bombs.
The funds managed by Mirova Environment and Infrastructure
are not subject to the French Financial Market Authority
agreement and can adopt exceptional rules of investment
described in the legal prospectus.
Before making any subscription, investors must verify if they
are legally authorized to subscribe to an UCITS; in particular,
subscription to the funds managed by Mirova Environment and
Infrastructure is strictly reserved for well-informed investors
answering the criteria defined in their regulation.
Characteristics, risk and return profile and costs related to
investment in a fund are described in the Key Investor
Information Document, available on request from Natixis Asset
Management.
In the case of funds that qualify for a special tax status, we
remind potential investors that the special tax conditions
depend on the individual situation of each investor and that
such conditions may be subject to future modification.
This material is provided only to investment service providers
or other Professional Clients or Qualified Investors and, when
required by local regulation, only at their written request.
• In France, the prospectus and the periodical reports are
available on request from Natixis Asset Management or Mirova
Environment and Infrastructure. Potential subscribers must be
in possession of a copy of the Key Investor Information
Document before making any subscription.

• In the EU (ex UK) Distributed by NGAM S.A., a Luxembourg
management company authorized by the CSSF, or one of its
branch offices. NGAM S.A., 51, avenue J.F. Kennedy, L-1855
Luxembourg, Grand Duchy of Luxembourg.
• In the UK Provided and approved for use by NGAM UK
Limited, which is authorized and regulated by the Financial
Conduct Authority.
• In Switzerland Provided by NGAM, Switzerland Sàrl. • In
and from the DIFC Distributed in and from the DIFC financial
district to Professional Clients only by NGAM Middle East, a
branch of NGAM UK Limited, which is regulated by the DFSA.
Office 603 – Level 6, Currency House Tower 2, P.O. Box
118257, DIFC, Dubai, United Arab Emirates.
• In Singapore Provided by NGAM Singapore (name
registration no. 5310272FD), a division of Absolute Asia Asset
Management Limited, to Institutional Investors and Accredited
Investors for information only. Absolute Asia Asset
Management Limited is authorized by the Monetary Authority
of Singapore (Company registration No.199801044D) and
holds a Capital Markets Services License to provide
investment management services in Singapore. Registered
office: 10 Collyer Quay, #14-07/08 Ocean Financial Centre.
Singapore 049315.
• In Hong Kong This document is issued by NGAM Hong
Kong Limited and is provided solely for general information
only and does not constitute a solicitation to buy or an offer to
sell any financial products or services. Certain information
included in this material is based on information obtained from
other sources considered reliable. However, NGAM Hong
Kong Limited does not guarantee the accuracy of such
information.
• In Japan Provided by Natixis Asset Management Japan Co.,
Registration No.: Director-General of the Kanto Local Financial
Bureau (kinsho) No. 425. Content of Business: The Company
conducts discretionary asset management business and
investment advisory and agency business as a Financial
Instruments Business Operator. Registered address: 2-2-3
Uchisaiwaicho, Chiyoda-ku, Tokyo.
The above referenced entities are business development units
of Natixis Global Asset Management, the holding company of a
diverse line-up of specialised investment management and
distribution entities worldwide. Although Natixis Global Asset
Management believes the information provided in this material
to be reliable, it does not guarantee the accuracy, adequacy or
completeness of such information.

Mirova.
Responsible investing
Mirova is a brand of Natixis Asset Management.
The Infrastructure financing activity is managed by Mirova
Environment and Infrastructure, a subsidiary of Natixis Asset
Management.
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A French simplified joint-stock company - Share Capital: e550 000
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