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WE COUNT ALL MEDIA

Tainted Brands

A survey of milk consumers following
China’s melamine incident

October 2008

Basic Report (key charts and comments)
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COUNT Study background

* The tainting of San Lu infant milk powder with melamine first came to public notice on
September 12t 2008. This was quickly followed by tests that revealed some 22 milk
companies out of 108 tested had products containing melamine. Some of these — such
as Mengniu and Yi Li are very prominent national brands and melamine tainting rapidly
became the focus of government, media and public concern. Continued testing
revealed that a range of other milk products, including yoghurt and liquid milk were also
tainted. And, more recently, products using milk ingredients — such as chocolate and
candy — have likewise been found to contain melamine.

e Attime of reporting, checks had found melamine in 31 milk powder products — 11.7% of
265 products tested. 154 companies have been checked, representing more than 70
percent of China’s milk powder market. Melamine tainted milk products originating
from China have also been detected in more than 20 other countries and territories,
thus raising the profile of the scandal to one of global importance.

e San Luis a joint venture with New Zealand’s Fonterra, one of the world’s largest milk
marketers. Fallout from China’s melamine incident could harm New Zealand in terms
of milk sales as well as tainting the country’s clean and green image.

« AMC is a media research company that specializes in cross-media ratings and
research of non-traditional media. One of our key areas of interest was the role of
word-of-mouth as a communication channel in the unfolding of the scandal.

* Telephone interviews lasting 10 to 15 minutes were conducted among a random
sample of 900 adults who buy milk. Interviewing lasted from September 22" to 26t
2008. Details of sample composition follow.
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T Sample composition

Total sample: 900 milk product buyers spread as follows

City %

Income group (location-specific %
Beijing 16.7 breaks)
Shanghai 16.7 Low 33.3
Guangzhou 16.7 Medium 33.3
Shijiazhuang 83 High 33.3
Other Hebei 33 Total 100.0
Lanzhou 8.4 _
' Household children %
Other Gansu 8.2 No -
Chengdu 8.3 Yes 41'2
Other Sichuan 8.3 '
. Total 100.0
Total 100.0
Number of children %
Sex v 0 58.8
female 50.0 1 35.0
male 50.0 2 53
Total 100.0 3 0.6
Age % 4 0.3
18-25 291 Total 100.0
26-40
44.9 Milk power consuming %
41-55 259 NoO 58.0
Total 100.0 Yes 420
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Notes on reading this report

* Due to the rapid pace of melamine testing and discovery of tainting evidence
among a range of milk products, we used the most current scope of the
problem existing at time of fieldwork. Respondents in the survey were
therefore asked to think about milk products and encouraged to include any
brands of liquid milk, yoghurt, butter, milk powder, etc.

« Published lists of tainted brands are appended

* Unless otherwise stated, all charted data is in percentages

* Question wording used in the survey is shown at the bottom of each chart
« Sampling accuracy for the total base of 900 respondents is =+ 3.33%.

e Data for major brands are shown in this Basic Report. Full data tables
containing results for all measured brands are provided in a Data Report.
Strategic marketing insights are provided in an Analytical Report. Both sold
separately (click here for more information).

« Further questions about the study or requests for additional analysis can be
sent to melamine.report@allmediacount.com.
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« “Loyal” —respondent has bought the brand more often than any other
In the past 3 months

* “Retention” — percentage of customers who were loyal to a brand In
the past 3 months and who claim to still be interested in buying the
brand in future

o “T1", “T2” — Tier 1 cities (Beijing, Shanghai, Guangzhou and Chengdu)
and Tier 2 cities (Shijiazhuang and Lanzhou).

 “Towns” — areas in Gansu, Hebei and Sichuan provinces outside of
the provincial capitals.

* “Win Lose potential” — the net number of choices for a brand (retained
customers plus customers picked up from a competitor) minus the
choices against a brand, expressed as a percent. Should not be
Interpreted as an absolute measure of market share shift.

e “WOM” —word of mouth
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Summary (1)

 The melamine incident saturated communication channels for much of September 2008
during which time people learnt about the scandal through an average of four to five
different communication channels, word-of-mouth being key among them. The
melamine incident therefore provides a valuable case study for how each of the
channels contributes to the unfolding and spreading of a message with implications for
all marketers, not only in terms of crisis management, but also for tactical marketing
and multi-media campaign planning.

* Not all media have been equally valued by milk consumers however. The most trusted
channels are TV news and radio news (both over 85%). In contrast, internet news sites
and blogs / chats are trusted by barely half of consumers. While the information at
stake during a health scare is especially sensitive, the findings raise thorny questions
for marketers who must balance the speed, flexibility and niche access capabilities of
the internet against its limitations in terms of overall reach and, seemingly, trust.

« But the relationship between controllable media, user generated media and word-of-
mouth is complex and low trust is not necessarily a barrier to effectiveness. Although
many people regard the internet as being untrustworthy, it features heavily as an “input
medium” for word-of-mouth communications, which is especially interesting considering
the low penetration of online access in China
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« Theinterplay beth en an thi ra be me nov as iunt lal ffe 1ttt es
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eXpeCted. e e °'U|||.‘ric)c tha ovey, JNOy ofF Ny hu_yvarc, v e sernual Pas iven
them a mar_ her_ive _nin_a o, Chiren eon due o by aln  ath(Fei | th, zrandal
had also __ser. .1er._aec__ive __elii._ak _atir._orl__or_luc__. H_.ve\_..d__pitc Leing
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Summary (3)
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MED T A How widespread is harm from tainting?
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Has your health or the health of anyone you know been harmed by melamine in milk products ? All respond- Res_pqndents o
WOM = Word of Mouth ents Claiming harm

Copyright All Media Count



Q>
Ol
C el
F4—
—bd

Copyright All Media Count

Communication channels

13



- What communication channels were at work?
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Channels through which respondents have heard about melamine tainting
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Which of the following channels have you heard about this scandal through?
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channels?
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For information about milk product safety, how trustworthy do you think each of those channels have been during this scandal?
(4 point scale, percentages denote answers of “completely trustworthy” or “mostly trustworthy”.
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ALL Did word of mouth contribute to the spread of
COUNT knowledge and formation of opinion?
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 Compared to average milk buyers, WOM users tend to be:

e More trusting of: non-news TV programs, internet news, announcements from
official and commercial sources
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Which brands are associated with melamine
tainting?

Laccdor, aS e e b sta verad anc if [ plic_ ed] _re quite well remembered

Brands associated with melamine tainting (top ten brands named)
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What brands of milk products are you aware of being tainted with melamine? g
m
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What has been the impact on San Lu’s image?
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Impact of scandal on people’s impression of San Lu products (self reported)
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What impact, if any, has the melamine scandal had on your impression of San Lu milk products? S

4-point scale
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Which brands will people avoid?
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Avoidance of brands (top ten brands named)
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In future which brands of milk products, if any, would you avoid buying? §

WDS — Wandashan
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Avoidance of brands by loyalists (top ten brands named)
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In future which brands of milk products, if any, would you avoid buying?
WDS — Wandashan * Small sample base (data for reference only)
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- What Is the impact on brand consideration?
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Brands bought in the three months and
brands considered immediately after the Melamine scandal
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In the past three months, which brands of milk products have you ever bought?
Next time you buy milk products which brands would you consider buying? O Before M After
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Are people’s impressions of imported milk
products favorable compared to China’s?
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Percentage of milk buyers with positive impression of country’s milk products
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For each of these countries, tell me if you have a positive, neutral or negative impression of that country’s milk products
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What has been the impact on the image of
Chinese and imported milk products?
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Impact of scandal on people’s impression of Chinese and imported
milk products (self reported)
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What impact, if any, has the melamine scandal had on your impression of Chinese milk products in general? O Chinese W Imports CCS

What impact, if any, has the melamine scandal had on your impression of imported milk products?
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What is the impact on New Zealand’s image?
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Knowledge of New Zealand’s connection and impact of scandal on perceptions
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owned milk company?

From which country is the company that is investing in San Lu?

What impact, if any, has the melamine scandal had on your impression of New Zealand as a country? (4-point scale)
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How badly could this impact NZ’s image?
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Impact of scandal on people’s impression of New Zealand as a country (prompted)
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San Lu’s foreign investment partner is from New Zealand. S

(Knowing this), what impact, if any, has the melamine scandal had on your impression of New Zealand as a country?
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ALt Did communications from New Zealand’s government
MED T A .
COUNT and from Fonterra have any impact?
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Have you seen or heard any news releases featuring the NZ government about this melamine scandal?

Have you seen or heard any news releases from Fonterra, the NZ company which is San Lu’s joint venture partner?

Do you have a positive impression of New Zealand’s milk products? u

What impact, if any, has the scandal had on your impression of New Zealand as a country? ] Average g Seen news
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Infant milk powder
Released 16 September

1 —JE San Lu

2 AE Panda

3 ey Synutra
4 =E)) Gucheng
5 L Hero

6 B Hui Min

7 s Meng Niu
8 AJEH Kocci

9 HME 1A Yashili

10 FHU Nan Shan
11 ¥ Qi Ning
13 &Ik Ginbis

14 il Scient

15 &5 Jinding
16 A Yili

17 HEZL Ausmeadow
18  &n] ] Eccodin
19 =% Yubao

20 i Lei Lei

21  EWL)) Baoanli
22 JE/RH: Cong Er Shi
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Official lists of tainted brands

Children’s milk powder
Released 30 September

1 =B San Lu

2 Br Ak Pei Yi

3 FI Bao Cheng
4 TR Long Yuan
5 B L Nan Shan
6 T Long Gang
7 ERAR Ming Le

8 Ttk Hong Guan
9 5k Meng Niu
10 4T Jin Yuan
11 Gk Bright Songhe
12 HELA] Yashili

13 i Hai He

14 IR Fu Le

15 A Yili

16 —JT San Yuan

Source: http://news.sina.com.cn/c/2008-10-01/005316385367.shtml
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