
Why is this a priority for  
South Australia?
The growing world demand for premium products that are safely  
and sustainably produced creates significant opportunities for  
South Australia’s food and beverage industries. These industries 
are a vital part of the state’s economy. In 2015–16, they generated 
$18.6 billion in revenue, accounting for 45 per cent of the state’s total 
merchandise exports. 

The Functional and Luxury Foods Research Project1, commissioned by 
PIRSA in 2015, found the global functional foods market is growing at 
a faster rate than the overall food market. In the Asia Pacific region the 
functional food market segment was worth USD 55 billion in 2014, 
with a growth rate of about 7% per year2. This growth rate is forecast 
to continue through to 2020. The major market categories are dairy 
products, baked goods and confectionery.

The research found South Australia’s current penetration of the 
functional food and functional ingredient markets in the Asia Pacific is 
undeveloped and limited in size. In the research, four potential growth 
opportunities were identified for South Australia to take advantage of the 
functional foods market:

• Functional food products
• Ingredients for functional foods
• Food processing upgrades
• Active and intelligent packaging

There is a significant opportunity for South Australian food and beverage 
producers to evolve their business model and product offering to 
meet the demands of these highly lucrative markets. The Functional 
and Luxury Foods Research Project identified the most achievable 
opportunities for South Australian producers are in the areas of sports 
nutrition, gut health and gluten or lactose-free products and an easy 
place to start would be to add known functional ingredients with health 
benefits into current food products.

The research found there is currently very little production of functional 
ingredients in South Australia, despite the fact that the state has the 
natural resources and food industry side-streams (including wine, fruit, 
vegetable, cereal and milk processing waste) from which functional 
ingredients could be extracted.

The South Australian Government’s economic priority Premium Food 
and Wine Produced in our Clean Environment and Exported to the 
World centres around capitalising on opportunities and identifying 
ways to increase market share and profit margin – particularly through 
maximising production of value-added and differentiated food and wine, 
and realising increased value for premium products.

The opportunity to add value to current products, natural resources or 
waste streams by developing functional food or ingredients is immense.

FUNCTIONAL Food and 
BEVERAGE In Focus

1  www.pir.sa.gov.au/primary_industry/industry_support/food_innovation/functional_and_luxury_foods_
project   2 Frost & Sullivan, 2013, Asia Pacific Food Outlook: A taste of things to come



What are functional products? 
Functional foods and beverages are those that provide a health benefit 
to the consumer in addition to basic nutrition or hydration. Examples 
include foods that have been fortified with beneficial nutrients or foods 
that are free from particular components such as lactose or gluten. 
Products can be grouped into three categories; functional packaged 
foods, functional beverages and functional fresh foods.

Examples of existing functional packaged foods include breads and 
cereals that have additional ingredients that can provide a health benefit 
such as increased dietary fibre, vitamins or minerals. A range of dairy 
products have also been developed such as yoghurts containing live 
cultures and lactose-free cheeses. The inclusion of phytosterols in 
margarines is another commonly available functional food product.

Examples of functional beverages include energy drinks and those 
enriched with vitamins and minerals or lactose-free milk.

Primary produce can also be fortified during the growing process to 
develop functional fresh foods. This is usually achieved through 
manipulation of stock feeds or the growing environment.

What are functional ingredients?
A functional ingredient is a compound that can be used in the 
manufacture of functional food products to give the final product a 
desired health benefit. These compounds can be produced from 
a variety of sources including: primary produce, marine sources, 
microorganisms and inorganic raw materials. Functional ingredients 
may also be derived from food processing waste – creating additional 
value from what is usually discarded and improving environmental 
outcomes. Separation, purification and concentration techniques are 
often used to recover these compounds. Many of these functional 
ingredients can also be used for the preparation of nutraceuticals. 

Packaging for functional markets
Packaging solutions targeted to functional food sectors need to 
protect the contents and ensure effective distribution of the product to 
the consumer. The packaging also needs to serve as a value-added 
design feature that enhances the product and communicates its 
unique ingredients and production processes to the consumer. To be 
successful in the functional market, South Australian food and beverage 
companies need to consider smart, state-of-the-art sophisticated 
packaging solutions.

Some areas where packaging offers a number of opportunities to 
add value to functional foods include sustainability, presentation and 
extended shelf-life. With a highly safety-conscious export market in 
mind, South Australia’s packaging solutions should also integrate 
informative labelling, traceability and authentication devices, to deter 
counterfeiting and offer consumers greater understanding and trust in 
their product’s origins.

Where we want to be
The South Australian Government’s economic priority Premium Food 
and Wine Produced in our Clean Environment and Exported to the 
World sets the following targets:

• Increase international exports of South Australian differentiated and 
processed food and wine from AUD 2.8 billion in 2013–14 to AUD 
3.6 billion in by 2017.

• Establish a global reputation for South Australia’s premium food  
and wine.



To support South Australian food and beverage manufacturers  
to capitalise on the benefits of value-adding for the functional food and 
ingredients market, and therefore increase the reputation of  
South Australian products.
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Outcomes
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1. Improved South Australian business’s knowledge of the commercialisation 
opportunities for South Australian functional foods and ingredients, locally  
and abroad.

WHY?

In order to capitalise on the global functional market South Australian 
businesses first need to gain knowledge and awareness of the 
opportunities and how it can apply to their business or sector.

HOW?  

Communicate the findings of the Functional and Luxury Foods Research 
Project to businesses. Share knowledge, promote innovation, and 
encourage opportunities across the food industry.

2. Enabled South Australian businesses with the necessary expertise and capability to 
develop new functional foods or functional ingredients to target markets.

WHY?

Utilising the capability and capacity to manufacture functional 
foods and functional ingredients within South Australia’s clean 
environment and strong food safety framework allows food 
manufacturers to differentiate their products and place their 
products into a higher value market.

HOW?  

Work with industry, research and technical partners to increase 
the understanding, upskill and encourage the creation of new 
or improved functional food products, functional ingredients or 
production processes in South Australia.

3. Developed new complementary industries in state-of-the-art production technologies 
and functional and sophisticated packaging.

WHY?

Adoption of new process technologies has the potential to increase 
the productivity of businesses and improve quality and safety of the 
products and extend shelf life. Utilisation of new processing and 
packaging technologies is the first step in successfully developing 
functional foods and functional ingredients.

To be successful in the functional foods market, South Australian food 
and beverage business need to be able to adopt state-of-art functional 
packaging solutions.

HOW?  

Provide guidance and assistance to solve technical problems and 
stimulate smart investment in new processing technologies.

Stimulate creative collaboration between South Australian food 
businesses, packaging and technology providers, and industrial 
design players to drive innovative packaging solutions.

4. Increased local and international market opportunities for South Australian functional 
foods and functional ingredients.

WHY?

Creating demand pull for South Australian functional foods 
and functional ingredients will provide businesses with greater 
confidence to invest in these products and contribute to South 
Australia’s reputation for premium food and wine.

HOW?  

Showcase and drive demand for South Australian functional foods 
and functional ingredients locally, interstate and overseas.


