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OO Executive Summary

This whitepaper, "7 Common Pitfalls in Food Contract-Manufacturing," serves as an essential guide for
innovative food brands preparing to navigate the complex terrain of contract manufacturing. It is
specifically designed for innovation and business development managers who are at the forefront of
bringing new food products to market.

In this comprehensive guide, we delve into the most common challenges faced in food
contract-manufacturing, ranging from the protection of intellectual property and ensuring consistent
quality, to managing financial and operational risks effectively. Our aim is to provide not just theoretical
knowledge but practical, actionable steps and strategies that can be immediately applied to avoid these
pitfalls and enhance the success of your venture.

(XD Key Highlights

g o Intellectual Property Protection PAGE 5
:Lﬁ Strategies for safeguarding your unique recipes, processes,
and branding elements.

(2] Careful Selection of Manufacturers PAGE 9
A detailed approach to choosing the right contract
manufacturer, emphasizing the importance of thorough
evaluation and alignment with your brand's needs.

(3 ] Navigating Upscaling Challenges PAGE 13
& Insights into adapting recipes and processes for large-scale
production, leveraging the expertise of your contract
manufacturer.

[ 4] Robust Quality Assurance Practices PAGE 17
'b Guidelines for establishing and maintaining consistent
product quality.

o Comprehensive Contract Negotiations PAGE 21
@ The necessity of detailed and flexible contracts, including
the innovative approach of Open Book Costing (OBC).

o Effective Communication and Transparency PAGE 25
2) The role of clear coommunication and collaboration in
fostering a successful partnership.

o Risk Mitigation Strategies PAGE 29
T Diverse approaches to mitigating both operational and
financial risks in contract manufacturing.

As an additional resource, we offer a free Open Book Costing template, designed to enhance your financial
management and transparency in contract manufacturing partnerships. This whitepaper and the
accompanying OBC template are invaluable tools for anyone looking to thrive in the food
contract-manufacturing sector.




OO Introduction

Embarking on a journey in food contract-manufacturing is a strategic step for innovative food brands
aiming to bring their concepts to the market. This whitepaper, tailored for innovation and business

development managers, delves into the common pitfalls in this complex industry.

From protecting your intellectual property to ensuring consistent quality and managing financial risks,
we provide not just theoretical insights but practical, actionable steps that you can start implementing

right away.

As we navigate these challenges, our goal is to elevate your awareness from being completely unaware to
solution-aware, ensuring a comprehensive understanding of food contract-manufacturing. Whether you're
at the early stages of product development or looking to refine your existing processes, this guide is packed

with valuable tips and strategies.

To further empower your journey, we also offer a free downloadable tool —an Open Book Costing template.
This resource is designed to enhance your financial management in contract manufacturing, providing a
practical framework to apply the insights from this whitepaper in real-world scenarios.

Let's embark on this informative journey together, paving the way for successful collaboration in the food

industry.



Successful outsourcing is about making the
right connections, not just handing over
production. At Cibus Nexum, we provide
independent, strategic guidance to help
brands scale smartly—without losing control.

Q{) Stijn de Bats, CIBUS NEXUM



Intellectual Property
€9 Protection

Safeguarding Your Innovations



@ Challenge Identified

Protecting Your Core Assets

In the arena of food contract-manufacturing, one of the first and most significant risks encountered by
innovative food brands is the potential compromise of Intellectual Property (IP). Your unique recipes,
processes, or even branding elements are invaluable assets that need safeguarding. Failing to protect these
can result in loss of competitive edge, legal battles, and potential revenue loss.

% Strategies for Success

Fortifying Your IP Defenses

To ensure robust IP protection, consider the following strategies:

1. Comprehensive Non-Disclosure
Agreements (NDAs)

‘;9" Before diving into detailed discussions with potential
manufacturers, have them sign NDAs. This step is crucial to protect
. \U"/ your ideas and product specifics from being disclosed or misused.
-

2. Detailed IP Clauses in Contracts

e T —— When drafting contracts with your chosen manufacturer, include
specific clauses that clearly outline the ownership of IP. This should

. @ cover all aspects of your product, including any unigue processes

@ - or proprietary technologies involved.

o 3. Regular Legal Reviews

/ ‘ Engage with legal experts who specialize in IP within the food
industry. Regular reviews of your agreements and IP strategy can
keep you ahead of potential vulnerabilities.

e —=y s -n 4. Educate Your Team

Ensure that your team, especially those involved in negotiations

» and discussions with manufacturers, are aware of the importance
of IP and the details of your protection strategy.
-
- -

5. Monitor the Market
Keep an eye on the market for any potential infringement of
your IP. Early detection of IP breaches is key to taking timely
. ; d effecti tion.
H in ﬁzﬂ R and effective action

(-]



By meticulously addressing IP protection right from the outset, you
lay a strong foundation for a secure and prosperous relationship
with your contract manufacturer. This proactive approach not only
protects your unique offerings but also reinforces the overall
integrity and value of your brand in the marketplace.

™ Commercial strategies
a Protecting IP

In addition to legal approaches for IP protection, there are commercial strategies that innovative food
brands can employ to safeguard their unique product characteristics while still benefiting from contract

manufacturing

Producing Semi-Finished Goods In-House or with Another Co-Manufacturer

@ By handling certain critical components of your product in-house or with a different co-manufacturer,
you can protect key aspects of your recipe or process. This approach allows you to maintain control over
the most proprietary parts of your product while still leveraging the scale and efficiency of a contract
manufacturer for final assembly or production.

Creating and Supplying a Pre-Mix of Ingredients

@ Another effective strategy is to prepare or have a pre-mix of ingredients made, which can be supplied to
the contract manufacturer. This method ensures that the specific blend and proportions of your unique
ingredients remain confidential. The contract manufacturer is then responsible only for the final
production step, utilizing your pre-mixed ingredients.

Both of these strategies not only serve as additional layers of IP protection but also offer flexibility in scaling
production. They allow for a balance between maintaining proprietary aspects of your product and
benefiting from the expertise and capacity of a contract manufacturer. By considering these commercial
approaches, food brands can further safeguard their intellectual property, ensuring their unique market

position and long-term brand value.




2] Failing to Manage IP Protection
=O Action Checklist

@ Draft NDAs and ensure they are signed before detailed discussions.
@ Design the supply chain in such a way IP issues are prevented.

@ Develop a clear IP clause for contracts, focusing on ownership and rights.




Careful Selection of
Manufacturers

Avoiding Premature Decisions




Common Hurdle
The Rush to Partnership

Choosing a contract manufacturer prematurely can lead to significant challenges. This decision is complex
and multifaceted, requiring careful consideration of numerous factors to ensure a successful partnership.

«l» Path to Resolution
W27 Choosing Wisely

The process of selecting the right contract manufacturer is intricate and involves several key steps:

1. Comprehensive Requirement Analysis

o Begin by conducting a detailed analysis of your product
requirements. This includes understanding the specificities of your
product, such as ingredient sourcing, production technology, shelf
life, packaging needs, and any unique production processes. Also,
consider your brand values, market positioning, and long-term
business objectives.

2. Crafting a Detailed Product & Packaging Brief
c Develop a thorough brief that outlines your product’s specifications,
packaging requirements, and quality standards. This brief should
reflect your brand's ethos and the unique selling propositions of
your product.

j 3 = 3. Market and Capability Research

\ % Conduct extensive research to identify potential manufacturers.

— Look for those with experience in similar products or industries, and
evaluate their market reputation and technological capabilities.

4. Visiting and Auditing Facilities

Facility visits are crucial. Assess their operational standards, quality

control measures, and compliance with safety and environmental
g oi ) ?ﬁT.‘ ﬂ regulations. Auditing their processes and systems will give you a
- - clear idea of their production capabilities and efficiency.

. 5. Evaluating Financial Stability and Scalability
Lt : Ensure that the manufacturer has a sound financial foundation
and the ability to scale operations in line with your growth
e projections. Financial stability is crucial for sustaining a long-term
par tnership.



=

6. Checking Compliance and
Certifications

Verify that the manufacturer complies with all relevant industry
standards and certifications, especially those pertaining to food
safety and quality.

7. Assessing Communication

and Cultural Fit

Effective communication is key to a successful
partnership. Evaluate whether the manufacturer's
communication style and business culture align with
your own. This alignment is essential for a collaborative
and transparent relationship.

8. Legal and Contractual Due Diligence
Engage legal professionals to help with drafting a
comprehensive contract that covers all aspects of the
partnership, including IP protection, quality standards, delivery
timelines, and conflict resolution mechanisms.

By meticulously navigating each of these steps, you can make a well-informed decision in selecting a
contract manufacturer that aligns perfectly with your brand's needs and aspirations. This thorough

approach is vital to establishing a successful, long-lasting partnership.




E‘I Selecting Contract Manufacturer Too Soon
=O Action Checklist

@ Create a comprehensive Product & Packaging Brief, but avoid over-specifying.
@ Conduct on-site audits of potential manufacturers.

@ Evaluate manufacturers for financial stability and cultural fit.
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_. Navigating Upscaling
7 Challenges

Adapting Recipes and Processes



i//_//l Potential Roadblock

Scaling Complexities

Many food brands mistakenly believe that their recipe and
production process can be directly scaled up without modifications.
However, upscaling usually necessitates adjustments to maintain
product quality and efficiency.

O Overcoming Challenges

Strategic Upscaling

Successfully scaling your product involves several key considerations:

Understand Scaling Implications: Acknowledge that scaling up affects how ingredients and processes
perform. Adjustments in mixing times, cooking temperatures, and ingredient interactions are often

required when increasing production scale.

Py 1. Collaborate Closely with the
Manufacturer
Utilize the contract manufacturer's expertise. They often have
extensive knowledge about their equipment and processes and
have likely encountered similar scaling challenges.

Their insights can be crucial in adapting your recipe and process for
larger-scale production.

Conduct trials to identify necessary adjustments.

O 2. Trial Runs and Testing

i ‘ These trials are essential for fine-tuning recipes and processes to
P suit larger operations.

© T 3. Quality Control Systems

Implement robust quality control to ensure consistency and quality
during the scaling process.

This may involve continuous testing and process audits.

-, p— 4. Flexibility in Recipe Adjustments
— : Be prepared to modify recipes to achieve the desired quality
o ° [y and flavor profile at a larger scale.

This might include changing ingredient proportions or
substituting certain components.



J‘ i e 5. Document Changes and Feedback

/- : = ° Keep detailed records of any changes and feedback during the
= . scaling process. This documentation is key to refining the
/ process and ensuring product consistency.

6. Leverage Manufacturer's Know-How
Engage in a dialogue with your manufacturer to benefit from
their specific knowledge and experience.

They can offer valuable suggestions for process optimization
and overcoming challenges specific to their equipment and
production capabilities.

By actively involving your contract manufacturer and utilizing their expertise, you can more effectively
manage the complexities of upscaling. This collaborative approach ensures that your product maintains its

unique qualities while adapting to the demands of larger-scale production.

Scaling up isn’t just about increasing volume—it’s
about maintaining integrity. Our expertise ensures
that your recipe transitions smoothly from concept
to full-scale production, without compromising
quality or efficiency.

(XD Arjen van der Wijk, CIBUS NEXUM



[%] Assuming Recipe and Process Will
~© Remain Unchanged When Upscaling

Action Checklijst

@ Collaborate with the manufacturer or independent expert for recipe/process
adaptation.

@ Conduct pilot runs to test scalability and validation of the process.

@ Document and review all scaling-up changes and outcomes.




Robust Quality
i Assurance Practices

Consistency is Key



Key Obstacle

Maintaining Consistent Quality

Consistent quality assurance is a cornerstone of success in food
contract manufacturing. Variability in product quality can impact
consumer trust and brand reputation, and may also lead to
regulatory compliance issues.

éf\ Solution Roadmap

Quality at Every Step

To ensure consistent quality in your products, consider the following strategies:

1. Establish Clear Quality Standards in the
© Product & Packaging Brief

Detail your quality criteria, including sensory attributes, nutritional

— content, and other key parameters, in the Product & Packaging
Brief.

This document should form a part of the initial selection process for
contract manufacturers, ensuring that only those who can meet
these standards are considered.

&)

2. Regular Quality Audits
Conduct periodic audits to verify adherence to your quality
standards.

~

O]

These audits can be both planned and unannounced, providing a
comprehensive view of the manufacturing process.

C = © 3. Implement a Quality Feedback Loop
= Create a mechanism for ongoing feedback and continuous quality
improvement.

i

This involves regular monitoring, analysis, and resolution of any
quality-related issues.

4. Ensure Regulatory Compliance

Establish a system for addressing issues as they arise.

— Quick and effective problem resolution can prevent minor
issues from escalating into major setbacks.

PAGE 18



. R - 5. Active Participation in Quality Control
I il i I I i e Engage directly in the quality control process. Collaborating with the
- manufacturer to develop and maintain quality protocols or having
l l your own team oversee quality assurance can be highly effective.
|

L el L

6. Utilize Third-Party Quality Assurance
I Ser vices

Employing independent third-party services for additional quality
checks can provide an added layer of reassurance and objectivity
about your product's quality.

°&s

. - 23

Incorporating these quality assurance measures, right from the selection of the contract manufacturer
through the entire production process, is vital for maintaining consistent product quality. This approach not

only safeguards your brand's reputation but also ensures customer satisfaction and regulatory compliance.

Your brand is only as strong as the consistency of
your product. At Cibus Nexum, we help you build
robust quality assurance systems, ensuring that
every batch meets your standards—no matter
where it's produced.

m Pascal Ruzius, CIBUS NEXUM



L . .
:=] Inconsistent Quality Assurance
=© Action Checklist

@ Define quality standards linked to sensory and nutritional characteristics.

@ Implement a structured schedule for quality audits.




Comprehensive Contract
®  Negotiations

Crafting Comprehensive Agreements




Critical Barrier

The Contractual Maze

A common oversight in food contract-manufacturing
relationships is not having a comprehensive and detailed
contract.

Without a well-defined contract, misunderstandings can arise
over responsibilities, quality standards, timelines, and financial
terms, leading to disputes and potential disruptions.

Navigating Contract Complexities

@ Tackling the Challenge

To avoid these issues, a thorough and all-encompassing contract is essential:

Detail All Aspects of the Partnership: The contract should cover every facet of the relationship, including
product specifications, quality standards, production timelines, pricing, payment terms, and confidentiality
agreements. It should also specify the responsibilities of each party.

(1] 1. Include Dispute Resolution Mechanisms

o Clearly outline the procedures for resolving disputes.

This can include mediation or arbitration processes, which can
provide a structured approach to resolving conflicts.

2. Plan for Scalability and Flexibility

Ensure the contract allows for adjustments in production volumes

. I and processes as your brand grows and evolves.
J

This flexibility is crucial for responding to market demands and
changes.

e 3. Incorporate Termination Clauses
—_— - Define the conditions under which the contract can be terminated
by either party.

0 This includes specifying notice periods and any financial

implications of termination.



4. Regular Review and
() Update Clauses

Include provisions for regular reviews and updates of the
” contract to reflect any changes in the business relationship L

or market conditions. N

5. Legal Review

Have the contract reviewed by legal professionals with
expertise in contract manufacturing and food industry
regulations.

This ensures that all legal bases are covered and that the
contract is enforceable.

A comprehensive contract not only provides a clear framework for the partnership but also minimizes
the risk of misunderstandings and disputes. This level of detail ensures both parties are aligned on

expectations and responsibilities, leading to a more successful and harmonious business relationship.




[%] Failing to Negotiate a

© Comprehensive Contract
Action Checklist

@ Outline detailed partnership terms, including quality and timelines.

@ Include flexible clauses for production adjustments.

@ Regularly review and update the operational terms.




Effective Communication
®)  and Transparency

The Power of Effective Communication




1 challenge Identified
“ Communication Gaps

Inadequate communication and transparency with a contract manufacturer
can lead to significant issues, including misaligned expectations, production
delays, and quality inconsistencies. This lack of clear and open dialogue often
results in inefficiencies and a strained partnership.

+

1.# Strategies for Success
WA

Creating Clarity and Connection

To foster a successful and transparent relationship, consider the following approaches:

1) =
[ 1. Establish Regular Communication

Channels
L 4 a Set up a structured communication schedule with your contract
manufacturer.

This could include regular meetings, progress reports, and points of
contact for both routine and urgent matters.

2. Collaborative Approach
Work closely with your manufacturer, treating them as a partner
o . rather than just a service provider.

L ]
A collaborative relationship encourages open dialogue and mutual
l problem-solving.
f

. @ 3. Transparency in Processes and
Expectations

Be transparent about your processes, expectations, and any changes
in your business strategy or market dynamics.

Similarly, expect and encourage transparency from your manufacturer
regarding their capabilities, challenges, and any changes in their
operations.

4. Real-Time Issue Resolution

Establish a system for addressing issues as they arise.

Quick and effective problem resolution can prevent minor
issues from escalating into major setbacks.




D" A

L ] o 5. Feedback Loops

Implement a feedback mechanism where both parties can openly
discuss performance, challenges, and areas for improvement.

This should be a constructive process aimed at continuous
improvement.

4 6. Documentation and Record-Keeping
Maintain comprehensive records of all communications,
— '+ agreements, and changes.

This documentation can be invaluable in clarifying past
discussions and decisions.

Effective communication and transparency are the bedrock of a strong partnership with your contract
manufacturer. These practices not only ensure smooth operations but also build trust and
understanding, which are essential for a long-term successful relationship.

Friesche Viag C\.D
Client of Cibus Nexum $

-
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[%] Lack of Communication and

© Transparency
Action Checklist

@ Set up a regular communication schedule with the manufacturer.

@ Maintain comprehensive records of all communications and agreements.




Risk Mitigation
2 Strategies

Navigating Financial and Operational Challenges



4A) Common Hurdle

Financial and Operational Risks

Overlooking operational risks in contract manufacturing can lead to production inefficiencies, quality

issues, and supply chain disruptions. These can significantly impact the delivery and consistency of your

product.

‘.,) Navigating Operational Risks

§ To manage these risks effectively

@A Financial Risks

The Pitfall

1. Diversify Supplier Base

Dependence on a single manufacturer poses significant risks.
Diversifying your supplier base helps mitigate risks related to supply
chain disruptions and production delays.

2. Optimize Production Processes
Collaborate with your manufacturer to refine production processes
for better efficiency and resource utilization.

3. Contingency Planning

Develop plans for critical scenarios such as supply shortages or
equipment failures. This minimizes the impact on operations.

4. Stay Informed on Market and
Regulatory Changes

Adapt to changes in market trends and regulations that could
affect your manufacturing process.

Neglecting financial risks can lead to cost overruns and affect the profitability and

overall success of your product.



Effective financial risk management includes

@ Navigating Financial Risks

. 1. Effective Contract Negotiations
with Open Book Costing

Incorporate OBC in your contracts for transparency in cost

® / com
ponents.
This approach fosters collaboration and helps in managing costs
more effectively, allowing both parties to work together on cost
- 2

optimization.

2. Regular Financial Assessments
with OBC Data

Collaborate with your manufacturer to refine production processes
for better efficiency and resource utilization.

=] Flexible Contract Terms

—c;} Comprehensive yet adaptable

Negotiate contracts that are comprehensive yet
adaptable to unforeseen circumstances, such as
raw material price fluctuations or changes in
demand.

By proactively addressing both operational and
financial risks, and particularly by implementing
Open Book Costing in financial management,
you create a more resilient and successful
manufacturing strategy.

This dual approach not only ensures smoother
operations but also protects your financial
interests, contributing significantly to the
success of your product.



[%] Failing to Mitigate Financial and
~© Operational Risks

Action Checklijst

@ Diversify your supplier base to reduce dependency.
@ Implement Open Book Costing for financial transparency.

@ Regularly review and adapt to market and regulatory changes.




XD Conclusion

In the ever-evolving landscape of food contract-manufacturing, being aware of and proactively
managing these seven pitfalls is crucial for success. We have explored how effective communication,
detailed planning, and robust quality assurance can significantly impact your journey. Remember, the
right partnership with a contract manufacturer can be a transformative step in realizing your product's

potential and achieving market success.

To further assist you, we offer a free downloadable Open Book Costing (OBC) template. This tool is
designed to enhance transparency and collaboration with your manufacturing partners, providing a

foundational element for successful financial management in contract manufacturing.

Download Offer

The first step towards smarter financial management!

Free OBC Template: Download your free Open Book
Costing template here and start optimizing your contract

manufacturing financials today.

Scan the QR code to go to our website or

download at www.cibusnexum.com/obc-template \j




Thank you
and good luck!

Thank you for taking the time to delve into our whitepaper.
We sincerely hope that the insights provided have been
valuable to you and that they will assist you in navigating your

journey effectively. il x&

At Cibus Nexum, our mission is to support individuals like ? L)
yourself in achieving their goals. Should you require further r
information or assistance with any specific steps outlined in this
document, please do not hesitate to reach out to us using the ‘t "’
-
v

378
v ¥
Cx0)

contact details below. We are here to help you succeed.

Thank you once again for your interest and trust in Cibus /'i' G
Nexum. We look forward to the possibility of collaborating with I" 4

you further.

Scan the QR code to go to @ %

our website or visit us at
www.cibusnexum.com @

' CIBUS ® World Food Center Phone: +31 85 4883687
‘\ Nieuwe Kazernelaan 2, unit D41 - office E13 E-mail: info@cibusnexum.com
' NEXUM 6711 JC Ede, The Netherlands Website: www.cibusnexum.com




