WP5 — Case Study
The Roquefort cheese supply chain (soft draft)

1. General information.

?? Name of OLP : Roquefort cheese
?? Type of product : blue cheese

?? Type of denomination : labdled with PDO since 1996, obtained a lega protection as
far back 1925 ("Appellation dCriging").

?? Country of origin : France — Region Midi-Pyrénées

?7? Area of production : the legd definition includes 16 "dépatements' (french
adminigrative areq) in the south of France, but the area of production corresponds in
fact with the south part of the Aveyron, and al the bordering "départements’.

Like dl the famous cheeses in France, the history of the Roquefort cheese begins with
a legend. This legend says that a young shepherd forgot his mea (bread and white cheese) in
a cave. On his return, he noticed that the mouldy bread had contaminated the cheese. The
Roquefort cheese would be born that way. The existence of the cheese is very ancient,
archaeological researches managed to highlight a millenial cheese tradition (about 3 500
B.C.).

The Roquefort cheese is a cheese exclusvely made in the naturd caves of Roquefort-
ar-Soulzon (Aveyron). Those caves are characterized by a condant temperature and
humidity dl dong the year. The cheese benefits from a legd protection since the 1925 law,
which forbids anyone to cal Roquefort cheeses who do not respect this specific code of
practice.

The region of production is essentidly rurd. Agriculture and agrofood activities
represent an important sector of the economy (about 15 to 20 % of employment, and in 2000,
95 % of the agriculturd incomes proceed from rearing). Raisng ewes is the man agriculturd
activity, and Aveyron isthefirgt producer of ewesin France.
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2. Definitions, characteristic and legal protection.

2.1. Code of practice

The Roquefort cheese is a blue cheese produced exclusvely with ewes rawv milk,
inoculated with blue spores of "Penicillium Roqueforti”. The milk must proceed from ewes
that belong to the "lacaune’ breed only. The feeding must be based on grazingland, fodder,
and cereals coming at least for 75 % from the region of production.

The production of the cheese requires severad stages defined very precisely in the code
of practice : introduction of rennet, inoculation with "Penicillium Roqueforti”, cutting curd,
draining, dry sdting and needling. The cheese is ripened during a minima period of 90 days.
This ripening is done in caves located under the village of Roquefort-Sur-Soulzon and
delimited by the judgement of the tribuna of the ity of Millau (12" July of 1961). The caves
are naurdly run through by fresh and humid draught proceeding from cacareous bresk cdled
"fleurines’.

Severd blue cheeses benefit from a PDO, like "Bleu des Causses' cheese or "Bleu
dAuvergne' cheese, but the Roquefort cheese (the leader of the blue cheese market) is the
only one that is produced with raw ewe's milk. The Roquefort cheese is commercidised a an
average price of 13-15 €/ kg, instead of 10 € for other blue cheeses. This difference is due to
the high qudity and dso to the notoriety of the cheese, which is one of the mogt famous
cheesein the world (see table n°1).

2.2. Legid ative aspects.

The law that ingittes PDO and PGl is the Reg. (CE) n° 2081/92. The Reg. (CE)
n°1107/96 confers PDO mark to the Roquefort cheese. In fact, the lega protection dates back
from the law of 26" July of 1925 (the only one product protected by a law). Today, the
Roquefort cheese is regulated by the decree of 22" January of 2001, which abrogates the
precedent decree (29" of December 1986). In France, dl the products benefiting from an
AOC depend on the INAO (Nationd Ingtitute of Designation of Origin).

All the Roquefort cheeses must be distinguished by the INAO labd. Moreover, this
logo must be accompagnied by the collective brand of the interprofessond organisation
cdled "Confédération de Roquefort”, and symbolised by a red ewe. Those inscriptions are
very often combined with trademarks, such as "Roquefort Société' (the most famous one) and
"Roquefort Papillon” for example.

During dl its higtory, the Roquefort cheese had to struggle againgt locd, nationd and
internationdl imitations because of its notoriety. A lot of cheeses were produced so as to look
like the Roquefort cheese, with vague names such as "type Roquefort” and "genre Roquefort”.
As fa as in the 60's, numerous producers of the South of France were illegdly cdling
"Roquefort” cheeses made with cow milk.

The "varidble geometry" of the area of production is very intereing to andyze. In the
20's, this area extended to Cordca and Pyrenees because needs in milk were important. But in
the 70's, with the technicad progress and the increase of productivity, The indudries gradudly
abandoned these two regions and recentred themselves to the south of Aveyron.



3. Link with production and marketing system.

3.1. Production chain aspect.

The supply chan is organized around two types of actors : milk producers and
industries. There is no farm cheese producers since a long time ago (about 1920). Farms
deliver their raw materid to collectors who carry it in big dairies belonging to indudtries and
located in the region of production. Milk is then routed towards the Roquefort-sur-Soulzon
caves in order to be matured. Therefore, only industries ded with the cheeses processng and
marketing.

The relations between these two types of actors are very closed. Indeed, the chain is
characterised by specific rules established by actors. Every year, ewe-s milk producers and
dairy processors negotiate the milk price within the chain. This laiter depends on qudity and
on the market. For afew years, this price is more than 1 € per litre, that is very high.

The annud production of Roquefort cheese is about 18 000 tonnes. This is the third
most important AOC cheese after the Comté cheese (about 40 000 tonnes) and the Canta
cheese (about 18 500). In 2000, 170 millions of litres of milk have been collected (see table
n°2).

Today, seven firms produce and sae Roquefort cheeses. The industria concentration
has been very important : 18 firms in 1970, only 12 in 1975. The firg firm represents done
about 70 % of the production ("Roquefort Sociéé', born in 1842). The remaining 30 % are
produced by the six others : 3 smdl and medium-sized firms (of whom one cooperdtive firm)
and 3 family firms Let us notice that the market shares of the second firm — "Roquefort
Papillon" — increase regularly for a few years, and represents today about 12 % of the tota
production.

Since 1992, Roquefort Société belongs to the Lactais group, which is the most
important industrid dairy group in France. In 2001, about 85 % of the cheese was sold in
GDO. Smdl firms have dways had ther own didribution network (creameries,
restaurants...). About 3 000 tonnes of Roquefort cheeses were exported in 2001 in more than
90 countries al over the world.

3.2. Consortia and I nterprofessional bodies

Since 1922, milk producers belong to the "Fédéetion Régionde des Syndicats
dEleveurs de Brebis' (FRSEB). Smilaly, indudries have crested in 1928 their own
organisation : the "Fédération des Syndicats des Industriels de Roquefort” (FSIR). In spite of
divergent logics, these two organisations became conscious of the necessty to agree with
eech other. In 1930, the "Confédération de Roquefort”, was crested, resulting from the union
of the two organisations. By agreement with the INAO, the management of the Roquefort
AQOC is guaranteed by this organisation since.

The Confederation of Roquefort works as a red interprofesson. The power of the two
families (producers and industries) is equivaent because each one possesses one vote, and
decisons ae taken unanimoudy. The reations among actors are regulated within this
organisation, especidly when it comes to negociding the price of milk. The management of
rav materid is adso done collectively with respect to the fact that the Confederation has
creted in 1987 an origind system in order to restrict an excess milk production (50 millions



of litres collected in 1960 ; 90 millions in 1980 ; 120 millions in 1990 and 170 millions in
2000).

Today, the Confederation employs about 80 persons. It's organised around a livestock
raising department, a quality department and also a marketing department.

Today, key words that characterize the supply chain today could be cohesion,
pereniality and self-governance. Cohesion because the numerous crises due to divergent
logics have dways been regulated within the chain. Pereniality, because the chain managed to
preserve his unity and to guarantee his reproduction in time. Self-governance, because the
actors edablished very ealy ther own rules without referring to regiond or naiond
inditutions. The best example of this sdf-governance is the sysem of payment of the milk,
cdled "Individud Reference Volumes'. In 1987, each milk producer obtaned a maximd
quantity of milk to produce caculated on the bass of the volume produced in the last four
years (1983-1987). The milk transformed in Roquefort cheese (the most expensive) is caled
"dass 1 milk", the milk intended for diversfication (in paticular feta cheese) is cdled "dlass
2 milk" and the milk sold at it is cdled "class 3 milk". Each dass of milk has a different price,
and the caculation of these different prices is very complicated and directly depends on the
market.

However, the reations between the actors are far from being dways friendly. During
dl the higory of the supply chain (and dill today), many conflicts took place between milk
producers and industries. Those conflicts were concerning a lot of problem : the code of
practice, the area of production, the price of milk and aso the implementation of the system
of three prices in 1987. This decison is a the origin of the most important crises for the
Confederation of Roquefort, the eventudity of the discontinuance of the interprofessond
organisation was even consdered.

3.3. Link with Local Production System.

Today, economic activities linked with the Roquefort cheese concern about 2 500 milk
producers (see table n°3) and 1 700 indudtrid jobs (firms, dairies...). The economic weight of
the supply chain is very important : in the south of Aveyron, it represents 45 % of totd jobs
and more than 50 % of the added vaue If we enclose induced jobs (like transports for
example), then activities linked with the Roquefort cheese represent about 10 000 jobs. The
Roquefort cheese supply chain is definitively the key economic eement in the region.

This very specific dtuation contributed to the emergence of a territory principdly
dedicated to milk and cheeses production. Many locd and regiond firms work essentialy in
connection with the Roquefort cheese supply chain (suppliers, providers of services...) and
ensure its productive functioning :

- in tems of logistics, milk producers are linked for example with banks,
farm equipment suppliers or livestock food suppliers. For the firms, we can
cite supplying, carriage, packaging. ..

- the reations with local costumers are dso gpecific, in paticular with
loca supermarkets, which have different drategies concerning  regiona
product sales

- the quality management aso gppeds numerous associated actors @ milk
controls, veterinary sarvices, artificiad insemination. ..



- the reations with professonds partners are very closed, in particular with
guild chambers, chambers of commerce and chambers of agriculture.

- findly, the research — development is a very important stake which is
redised a the same time a the collective levd (Confederation of
Roquefort) and the individud levd ("Roquefort Société' for example). We
can mention the exigence of the "Centre de Ressources du Rayon de
Roquefort” (Centre of Resources of the Roquefort Region).

To sum up, the Roquefort cheese supply chain seems to work as a red locd productive
sysem characterized by a rdativey important cgpacity of adgptation in its economic
environment. The specific resources built contributed to the emergence of an origind pole of
services and skills based on agriculturd and agrofood activities.

4. Link with rural development.

4.1. Area of production.

The region of Roquefort is located in the South West of France. Many people in
France and beyond consider that this region (cdled "le Sud-Ouest") is one of the most famous
french region for its gastronomy (PDO wines of Bordeaux, foie gras...) and dso qudlity of
life. The reputation of Aveyron is principdly due to the Roquefort cheese. We can natice
other products in this region which benefit from the presence of the Roquefort cheese such as
PDO "vin de Madillac" (wine), PDO "Bleu des Causses' and "Laguiole’ (cheeses) and PGI
"Veau de I'Aveyron e du Ségad' (veds). Nevertheless, Aveyron doesn't cary a well known
gastronomy reputation like "Périgord” for example) because many people dont know where
Roquefort islocated in France, athough everybody know the cheese.

In terms of employment and added vaue, the contribution of the Roquefort cheese to
rurd development of the region is enormous. As many deep rurd teritories in France, the
South of Aveyron beongs to the "arid diagond” ("diagonde aide’) which crosses the
country from Northeast to Southwest. This area is characterized by smal dendties. Thus, the
fight agangt demographic decline is one of the most important issue in Aveyron, and the
perenidity of the Roquefort cheese supply chain seems to be an essentid condition for the
preservaion of the agriculturd and rurd populaion (18 inhabitants per km? in 1999 and an
important part of farmers without succession). A loca saying asserts : "If Roguefort sneezes,
all theregion catchesa cold !".

The links between agriculture and rurd development are therefore very closed. But the
relations network among the Roquefort cheese supply chain and the loca actors would be in
its interest to be more developed, in paticular from the endogeneous development point of
view.

4.2. Rural development tools.

In soite of its economic weight, the impact of the supply chain on rurd development is
not easy to measure. The enhancement of the area of production is certanly due to the
presence of the product, but it doesnt seem to be a priority, in paticular for a firm like
Lactais. For example, the link between agriculture and tourism is very thin. The main spot of
interes of the region is the village of Roquefort-sur-Soulzon, where the caves are located
(about 200 000 vigtors a year). But there is no impact on the rest of the territory. As we can



see it in other regions (Auvergne, Alpes), there is no touridic initiative such as the "Route des
Fromages' ("Road of cheeses'), which could enhance territorid resources. However, a first
initigtive was born a few years ago, cdled the "Réseau de vistes de fermes en pays de
Roquefort” (vigt of farms network in Roquefort country). It is actudly the only one example
of forma co-ordination between agriculture and tourism.

This gtuation is essentidly due to the very vauable income generated by the activity
linked with the Roquefort cheese. The supply chain unconscioudy prevented locd actors from
meking use of dternative development projects. This explans why agri-tourigt trade is not
very developed among milk producers. The sector-related logic has aways been prevailing,
and when they exig, reaions between supply chain actors and inditutional actors are usudly
conflicting by nature.

Neverthdess, we notice the emergence and/or the reinforcing of severa locd
dternaive products made with ewe's milk by actors located outsde of the supply chain (for
example the future AOC "Péail de brebis' or smal productions without any labe such as "la
Galette de brebis' (ewe pancake) or "la Brique de brebis’ (ewe brick). The recent creation of
the "Centre de Ressources du Rayon de Roquefort® follows this evolution. The "Roquefort
territory” gradualy tends to become a territory dedicated to the ewe, which in terms of rura
devel opment, open up new prospects.

5. Link with consumers and citizens.

5.1. Marketing differentiation.

The marketing of the Roquefort cheese has two dghts : indivud and collective. The
individua marketing is done by firms which enhance their trademarks ("Roquefort Sociéé’,
"Pepillon”, "Le Vieux Berge"...). The Confederation ensure the collective marketing through
the enhancement of the name of Roquefort and the AOC. Contrary to other AOC cheeses like
Comté, the origin of the product is not put forward. The advertisng campagns indst
essentidly on the know-how and on the age of the product.

Among competing blue cheeses, the Roquefort cheese seems to be the reference for
consumers and pogtions in up-market products, notably because of a difference in prices (see
table n°4). This difference can be explained by higher coss of production (raw milk, ewes
milk). The age and reputation of the Roquefort cheese differentiate the product from other
blue cheeses. Nevertheess, the commercial success of the cheese leads to the emergence of
imitation products, coming from Lactdis competitors such as the Bongran group, which
created the "Saint-Agur’. With the hdp of an advertisng campaign and a packaging relatively
amilar with the Roquefort cheese one, this trademark manages to postion in the same range
of products, with equivaent prices.

From the commercid point of view, the AOC labd is an argument of sde, but the base
of the success of the cheese is firg of dl due to the "Roquefort” denomination, given tha a
non AOC Roquefort cheese cannot exist.



5.2. Strategies.

We sad that 85 % of Roquefort cheese were sold in GDO. Each firm possesses a large
range of products (weight, aspect, marketing...), completed by a set of other products done
with ewe's milk (cheeses, creams...). This variety shows itsdf in prices : the prices of the least
expensve Roquefort cheeses fluctuate between 11 and 13 €, whereas upmarket Roquefort
cheese is about 20 €.

Findly, an other important characterigic of the Roquefort cheese supply chan
concerns the drategy of diverdfication. Today, the transformation into Roquefort cheese
represents only 50 % of the collected milk in the region of production. The remander is
processed into dternative products, and notably into feta cheese (see table n°1). The payment
sydem of milk takes into account this diverdfication because the milk transformed into
Roquefort cheese is dearer than the one transformed into féta (1,10 € againg 0,70 €). The milk
sold at it amounts to 0,30 € on average. The maintenance of high prices for feta is a present
cdled in quegtion by the european decison which alows the PDO to the greek producers of
feta The use of this denomination will be forbidden for dl the other countries. French
producers will be obliged to change their practices, in order to be in accordance with the
european regulation.

The quantity of milk transformed in Roquefort cheese depends directly from outlets
but is in generd managed collectivdly. When an industry runs short of milk, he can be
supplied by another. This cooperation is possble because there is no officd agreement
between industries and milk producers. Moreover, we can ask oursaves if those practices are
compatible with the competitive practices authorized by the law.

Scheman°l: the ewe's milk in the Roquefort region in 2000
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Tablen®2: the production of Roquefort cheese

Tablen®3: themilk producers

Years Tonnage (t.)
1991 19 869
1992 19 493
1993 19 048
1994 18 179
1995 19 363
1996 17 738
1997 17 885
1998 17 716
1999 17 581
2000 18 135

Number
Years of producers
1992 2759
1993 2 686
1994 2 649
1995 2618
1996 2 582
1997 2 550
1998 2517
1999 2491
2000 2 458

Tablen®4 : the prices of some PDO cheesesin France

Price in 2000 €/ kg.
BEAUFORT 15,33
ROQUEFORT 14,77
OSSAU-IRATY 13,08
REBLOCHON 10,37
BLEU DES CAUSSES 9,90
COMTE 9,12
SAINT NECTAIRE 8,53
CANTAL 7,92
CAMEMBERT 7,84
BLEU D'AUVERGNE 7,43

Source: Confederation of Roquefort




