2010

Thomas J. Payne Market Development
Forthe US Highbush Blueberry Council

Proposal

e Food Industry
e New Areas

e Export Markets

The following presentation was given to the USHBC at the recent Portland meeting.
It covers the food industry, new areas of development as well as export markets.
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For those who don’t know me, my | am Tom Payne and have worked for the
blueberry industry since 1988. It has been a good working relationship, and
together we have made things happen. Today, | want to assure you that we are
addressing the marketplace with a sense of urgency. We need to keep making
things happen every day!



Introduction

» Per capita consumption is defined as: “per head” or “per person.” In
this case per capita consumption refers to the amount of blueberries
consumed in the USA, calculated by dividing the total marketed
supply (or disappearance) by the total population of the country.
According to the US Census Bureau (July 20, 2008), the total
population of the USA is 304,655,842.
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Our charge is to increase per capita consumption. In the food industry area, our
charge is to get a greater share of stomach space. 20 years ago we discussed the
fact that the average human consumes around 1,200 Ibs of food each year. This is
about the same today and around the world. In the food business, there is a
tremendous competition for the stomach space, with more than 30,000 individual
items offered on the supermarket shelf. 2,500 new items are introduced each
month!



Blueberry Consumption
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When compared to chocolate, corn snacks and beer, blueberry consumption in the
USA is actually pretty small. Around 1.5 Ibs per year. Well, look at the overseas

markets, where there is miniscule use. We have a lot of potential to increase usage
both home and abroad.



2. Food Processing
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e 50 % of all blueberries are used as ingredient in food processing.
* 50% of blueberry usage is still in a few traditional categories

New product development continues each year at record clips.
e Peritem usage has decreased due to price and supply difficulties.
e Blueberries on new product record pace for 08!

Food processors appreciate the value of blueberries as reflected by the use of
blueberries on labels, not all of which contain real blueberries.

Health information is understood, received by food processors.

My area of work is in the food industry. We work to push for blueberry use in

products that contain blueberries. This chart from Mintel data shows the

development of the food processing market for blueberries in the past decades. 20
years ago, most blueberry use was in a few traditional areas such as bakery fillings.

Today, we are all across the board. In fact, most blueberry new product

development is in new areas that were unheard of 20 years ago. We flle the same
dynamics will be in play in the next decade and we will need to be in more and more

markets and leave no stone unturned as a potential use for blueberries.



2. New Areas

* New precedence/interests in new, non-price sensitive
food and non-food categories,

— Pet foods ($15 billion market) The ultra-premium area of the pet
food sector is over $1 billion today and is rapidly expanding.

— Cosmeceuticals (natural cosmetics — a $5.8 billion market.)
Beauty foods, a small category in the USA but emerging all over
the world.

— Military MRE’s. This is a growth market, and also a trendsetting
one where the highest of technologies are developed and
implemented on the US military fast track.

* New forms of blueberries are opening new possibilities in
previously impossible usage categories.

Here are some exciting new developments for blueberries. Already this year there
have been more than 100 new pet food products with blueberries. Some even use
freeze dried blueberries. Consumers are willing to pay extraordinary prices for pet
foods. The premium pet food category continues to grow rapidly — even in these
hard economic times. We are seeing more and more cosmetics and skin and hair
care products with blueberries. Although there has not been a lot of scientific
research on this topic, the consumer is attaching the health “halo” effect of
blueberries to non food uses. A new up and coming category is “beauty from
within.” These are foods that are specifically marketed to help skin, hair and nails.
Some of the leading companies in the world have launched major initiatives into this
concept. Blueberries will ride along on this trend. Finally, more and more new
items are being launched in the US Armed Forces. We are involved in protracted
conflicts around the world — and blueberries are being used in Meals Ready to Eat
(MRESs) as a way to bring the goodness of home to the field afar. The Military
applies some new and exciting technologies to food processing that will help us in
the future, including high pressure processing. New forms of blueberries and new
ingredients made from blueberries will help drive usage for the next decade.



3. Export

* Minuscule per capita consumption in most
of the world

» Blocked markets for fresh blueberries

* Increased interest all over the world based
on understanding of the health messages
of blueberries.

On the export area, we are addressing the small usage in countries around the
world. We can do nothing but help increase consumption. Also we are addressing
markets where we are totally blocked. Last year we gained access to India, and now
Korea, Australia and South Africa are on the radar. One thing we have found is that
the health benefits message of blueberries rings true abroad and has even more
force in countries where there are long standing traditions for nutraceuticals,
ayurveda and traditional herbal medicine.



Objectives:

« Solidify the current food manufacturer usage
base.

* Increase blueberry usage in current products
and encourage adequate usage levels of real
blueberries in blueberry-identified products.
(real seal)

» Find new opportunities for blueberries based on
the functionality of new blueberry products
(armed forces, cosmetics, pet foods Mexico and
others).

* Find and develop new export markets all over
the world.

Our objectives are to keep current usage and build new. Keep connected to the
current customer base and help in any way to keep blueberry use going. We will
look for new opportunities and promote. We will keep pushing in new areas and
identify new areas to stay way in front of the product development curve. Finally,
we will keep working abroad to make blueberries a universally accepted ingredient.



Target Audiences

Food Processors Current Pet Foods Cosmeceuticals
User base
Armed Latin
Forces America
Export Emerging Current Blocked
Markets Markets Markets

Here is a chart that shows our target audiences. Most of our efforts of course are
on US food industry. Our mission is to work on the frozen blueberries!



Current User Base
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Constraints:
*High profile, low amount of blueberry usage per item
Alienated customer base from past four years of rising prices.

Opportunities:
- Attractive pricing
-New Co-products

The US market is well over $220 billing in size, and we estimate that around $80
billion of this business are areas where there is potential for blueberry use. In the
past few years, we have seen a slippage of use per item in the food industry due to
the price. The customers are a bit alienated, but with the new situation, things are
on a rebound. We see excitement in the marketplace.
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Stl'ateg ieS: Current User Base

» Continue current food tech program activities to
keep connected to the food industry and deliver
continual consistent messages:

— Value of blueberries
— Health benefits and consumer desirability

* Encourage adequate amounts of blueberries in
food products through bolstered programs such
as the Blueberry Real Seal and face-to-face
activities in the field such as trade shows and
regional meetings

Our strategies are to keep connected with the food processing industry, and to
continue to stress the value and health benefits of blueberries. With the current
price and supply bye is a good time to encourage current users to raise their
percentage of use per item. Our methodology is to get as much face to face time
with research and development and continually to work the marketplace.
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Food Industry

e Action
» Results

Today we will discuss out activities and results which should help you sell
blueberrries.
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USHBC places paid advertisements in food industry trade publications. This
includes: Food Processing, Food Technology and other magazines which are read
by the US and world food industry. We published a 1/3 page ad that featured the
bountiful nature of blueberries. As you see on the right, the ad was well received
and scored extremely high on Adstudy scores which is a test given to readers after
they have read the ad. Our ad places highest of any 1/3 page ad and actually
scored better than a lot of full page ads!
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Advertorials

In addition to the trade ad, we placed an advertorial or controlled message
newsletter in the Food Technology magazine. It also stressed the availability of
frozen blueberries and the great prospects for winning products with blueberries.
The ad was also a big hit and generated a lot of interest from food processors. We
want them to know that blueberries are in good supply at a reasonable price. Also,
consumer’s recognize the benefits of blueberries and blueberries are a good way to
add value.
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Online

Most food publications nowadays include online pages. We also placed ads on the
websites to further remind.
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In the field

The best way to influence the food processors is to get in the field and get face time.
This year we have made a full-court press on the food industry and have traveled to

cities around the country to attend exhibitions, meet with companies and spread the
blueberry word.
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Trade Shows

We stress the abundance of frozen blueberries and provide technical information,
product ideas and samples.
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Trade Publicity

2009 was a big year for trade publicity. You may have noticed articles on
blueberries in publications such as Dairy Food, Food Product Design and others.

We have developed relationships with editors and work to provide blueberry stories.

This gives blueberries a third-party endorsement from the publications. Notice how
the functional food, nutraceutical message is woven into each story.
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New Markets Latin America

Constraints:
eUnstable economies in most of
the countries.

*Small upper class and middle Strategies:
class compared to masses Continue to send positive
*Transportation and freezing health message information
difficulties to publish through consumer
and trade press when
Opportunities: possible.

Engage Latin American
companies in meetings,
*Thriving Food Processing Industry trade shows and other
activities.

*Growing Middle Class

 Ultra-health conscious

Latin America has been a sleeping market for blueberries in the past decade. We
are addressing Mexico and other markets with some of the same activities of the
USA Food Technology campaign. Some of the leading food companies in the world
like Grupo Bimbo in Mexico are accepting blueberries. We have noticed strong
interest in the past year for frozen blueberries and we feel this will continue to grow.



Mexico/Caribbean
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This chart from Mintel shows the steady growth of new product development south

of the border.
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2009 New Products

Mexico Results

 Frozen Sales
e Trinidad

 Osmotic
Blueberries!

In the past there has been a lot of fake blueberry flavored items. Today, you will
see blueberries in pretty much the same product spread as in the USA and Canada.



Constraints:

Outside of mainstream food ingredient channels

Opportunities:

Does not require FDA and other approvals for “soft” cosmetic claims.
Strategies:

Perform hands on research in the field with interaction at conferences and trade
shows attended by product developers.

Tactics:

Cosmaceutical trade show New Markets Cosmaceuticals

We have always thought that blueberries would be a hit in non foods. And the
natural cosmetics market is now expanding for blueberries. Unlike the food side of
the business, cosmetics and health and beauty providers can be pretty free
wheeling in their claims. Blueberries are used as topical applications for face,
shampoos and creams and potions. This is a very high value and growth business
and includes a very interesting new area called” beauty from within. Consumption of
blueberries is thought to be good for complexions and hair and nalils.
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Cosmaceuticals

e Action
» Results

Next big thing: Beauty from within!

Here are just a few blueberry cosmaceuticals introduced in the past years.
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» 12% yearly growth in ultra premium

*Natural pet foods

Constraints:
-In the past, pet food companies have only used lower value by products such as blueberry skins.
- The current blueberry sales and distribution structure is outside of the pet food area.

Opportunities:

«Some of the health benefits of blueberries easily transfer to the pet food business including antioxidants,
and especially prevention of urinary tract infections (UTI) which is an issue of great importance to dog and
cat owners.

«Pet foods are an area where health and nutrition claims are readily made without need of research studies.
Companies are aggressively promoting ingredient based pet foods such as flaxseed and blueberries

New Markets Pet Foods

More than 90 new pet food products containing blueberries have been introduced in
2009. Frozen, and freeze dried blueberries are being formulated into dog, cat and
other rations. Manufacturers use the owner’s perception of the health benefits of
blueberries as it applies to the pet. Blueberries are being used in ultra premium and
natural blueberry pet foods. The interest is growing and should continue.
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Pet FOOdS New Markets Pet Foods

Action: Global Pet
Expo

Results:

Here are just a few blueberry items. Note that the blueberries are actually used on
the package to identify the blueberries to the pet owner. We have been told by
manufacturers that pets like the flavor and aroma of blueberries.
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New Markets Armed Forces

USHBC has been working hard to get blueberries into the US Armed forces feeding
programs. This involves identification of needs, developing ideas and prototypes
and pushing them through the complex research and development system.
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New Markets Armed Forces

This is a lot more than rations, and as you see from this graph, we are working on
items for disaster relief, special combat circumstances and cultural and religious
accepted items. The armed forces are a great place for blueberries and besides
supporting the troops, we get blueberries used in brand new and emerging
technologies which will have impact on the mainstream food industry in the future.
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New Markets Armed Forces

« Constraint:

* In past, the Armed Forces prime contractors have not been able to
source enough product from the supply channels.

» Opportunities:
* Natick Labs has asked for blueberry containing products.

» Dried and freeze dried blueberries work well in long shelf-life
applications.

» Strategies:

» Discern military needs through interaction at organizations such as
the Research and Development Associates (R&DA)

. Pr%sent ideas and prototypes to prime vendors, ACES and Natick
Labs.

+ Tactics:

e Research and.DeveIopment Associates for Armed Forces Food
Program meetings.

Just like the mainstream food industry, we work the research and development
channels, listen to needs provide blueberry solutions for product development. We
have been a long-standing member of the US Research and Development
Associates (R&DA) which is an advisory group for the feeding programs.



Armed Forces

e Action NEW
>Bar

* RESUltS >Muffins
>Pancakes

We have seen a lot of positive results in the military. Last year there were several
new blueberry-containing items introduced and many more in the pipeline.
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School Food Processing
Humanitarian Aid

 Situation
» Strategies
» Tactics

With the new USDA buys of frozen blueberries, it is critical that the product is
successful in the school use. We are working on the area of commodity processing
of blueberry-containing products.
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There are really three usage scenarios as is shown in this chart. 1. Frozen
blueberries are sent directly to states and schools. 2. Frozen blueberries are sent to
larger school districts who produce items in their central canteens. And, finally, the
commodity processing area which has become a very important area. In this,
frozen blueberries are sent to states and are “diverted” directly to food processing
companies who utilize a mix of other USDA commaodities to create finished
products. For example, instead of a school making blueberry muffins, they would
buy them ready made from a commodity processor. The school gets a great deal,
normally the low cost butter, flour and blueberries, and then pays the cost of
processing. The system really works well! This is a very good way to ensure that
the product actually is used and that the USDA is comfortable in ordering more.
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North America

Current Markets

New Markets
Mexico
Pet Foods

Cosmaceuticals

Export

— Current Markets

- New Markets

— Restricted Markets

In 2009 and beyond, we are working in two different areas. North America and

Export.
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North America

Tactics
Current
* Techline  New Category
« Website (tech portion)  Shows/Webinars

- Regional IFT Shows - (F;et Foods fen
« National IFT Show — Losmacetticals
— Mexico

» Canada Show — Armed Forces

* Publicity « New Product
 Trade Ads Award/Real Seal

e Advertorial

Adapt current tactics to market situation and seek out new markets

As we have done in the past we use a set of tactics to influence the food industry
and hopefully make your job of selling blueberries a bit easier. We have an 800
hotline number for answering technical questions, we go to regional and national
food shows in the USA, Mexico and Canada. We continue to trade ads, publicity
and our advertorial. In the future we will go to new types of shows such as the pet
food and cosmetics area. We will also work on promoting the Blueberry Real Seal
to food processors to help reward good usage and identify the use of real
blueberries in products.
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New Category Directed Activities

Trade shows

Pet Expo
Military Foods
Mexico
Cosmaceuticals

Test the Markets, make expert contacts find opportunities

We feel there is a lot of potential in the new areas but will not neglect the current
heavy usage areas such as baking. This year we will have a booth at the
International Baking Expo in Las Vegas.
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New Product Award/
Real Seal

The
1. Program development work.

2. Redesign of blueberry real seal and
program rules and terms.

3. Baseline work to identify the number
of new and current products
containing blueberries and the
amounts of blueberries used in the
product. companies.

4. Solicitation of companies via
telephone and face-to-face meetings.

5. Trade advertisement in publications
read by brand managers an
marketing professionals.

6. Awards and recognition program in
conjunction with the Food Marketing
Institute Annual Meeting in Chicago.

The Real Seal has been around a long time now, and we will work to rejuvenate it.
First we are in the process of re working the seal to make it more contemporary.
We will systematically reach out to food processors to offer the seal, investigate the
product and award to qualified companies. Currently, there are 200 users.

35



Export

« Japan — Fresh,
Frozen Markets

* Korea, Frozen
« Iceland Fresh

« Taiwan, Fresh,
Frozen

*Scandinavia, Fresh
*UK, Fresh, Frozen

Research H Recon HTrade Shows H Media H Seminars HTrade Rep

The USHBC and NABC have been working in the food industry for the past
decades, and have been working to leverage funds to conduct market development
activities in areas of promise. Just a few successes: we helped kick start the
Japanese market. We introduced frozen blueberries to Korea. We helped drive
fresh consumption in Iceland — which is the leading per capita user of fresh
blueberries in the world. We started in Taiwan when there were no blueberry
imports and have been successful at developing this market to one of the leading
countries as far as fresh and processed blueberry usage.
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Export

Constraints:

- Blocked markets for fresh blueberries

-Limited freezing capacity abroad for frozen blueberries

Opportunities:

- Rising awareness of health benefits and taste of blueberries around the world.
Strategy :

Utilize a minimum of USHBC funds to maximize activities around the world. Source US Census —
2008
Fresh/Processed
Exports

USA Per Capita Consumption

As we saw initially, per capita blueberry consumption in export markets is still
miniscule and we have a long ways to. We are addressing areas like Scandinavia
where there is a long standing blueberry tradition and also addressing places like
Thailand where for some strange reason, they love blueberries in ice cream!



US Blueberry Exports 3

United

Kingdom
#1
Japan #5
/ China
#4 - #9
S. Korea / ini - #6
‘ Trinidad HK
#2 \
Mexico
#1
/ Taiwan

#10
Australia

#8
Singapore

Here is a chart that shows overall blueberry exports from the USA. As you might
imagine, Japan and the UK are big ones, but look at some of the small markets
where blueberries are advancing including Trinidad in the Caribbean.



Overall, blueberry exports are maintaining the same growth as the North American
markets — just about five years behind.. The largest area is Europe, Asia. But note
that blueberries are now used on all inhabited continents.
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Europe is a processed market for the most part and the food industry demands
blueberries in jams, bakery items. At the same time the demand for fresh has
jumped year to year, but we believe these are short term gains as Europeans are
becoming more and more self sufficient.
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Europe

e Action
» Results

Anuga Food Trade \
show

Food Marketing &
Technology

We are conducting exhibitions in Germany and next year the SIAL show in Paris.
We also do advertising in the major food tech publication: Food Marketing and
Technology in Germany.
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Asia is a rapidly growing market and continues to grow, despite hard economic
times. Major markets are Japan, Taiwan and Korea. Fresh blueberries are shipped
year round to these countries and new product development continues.
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Asia Action

Big Bazaar
Promotion
Delhi,
Mumbai

Fruit
Logistica
Mumbai

Bangkok Food
Industry

HK/China
Food Industry

Food-
Hotel
Korea

Japan
Food
Tech

/
-

Taiwan
>Trade
Rep
>Bakery
Show
>TV
Spots
>Fresh
Promos
>Foodse
rvice

Manila
Bakery
Show

Here are the many activities we conducted last year and some of the same in the
new year. Note we worked to open the Indian Market and conducted promotions
there. We have a trade representative working for us in Taiwan who is continually

conducting activities and has been successful in restaurant and foodservice
promotions, television spots and even a five a day school program.
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Asia

e Action
» Results

Bakery Show -Taiwan

6-a-day promotion Taiwan

Blueberry Power!

These are just a few activities in Taiwan last year!
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Action!

>Re-established frozen blueberries in Japan
>Dominate frozen market in Korea
>Built Taiwan Market from scratch

>|Intro activities in Philippines, Thailand

Here is what is up in India and Korea. We are now expanding more activities to new
markets such as the Philippines, Malaysia, Singapore and others.
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Philippines

Filipino Chinese Bakers Assn.

We worked with the Philippine bakers on a show and promotion.
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India

Here is one of our industry activities in India.
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Frozen Growth

§ Wil

This chart shows the shipments and growth of frozen blueberries in export markets.
The Arrows are the markets where we are working!
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Although not a big deal, we are starting to look at Africa and the Middle east as
future markets. As you see there are already shipments to Dubai, Saudi and other
markets with developed food industries.
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Africa/Middle East

« Action /////////////////

Turkey Food
Industry

* Results
Cairo Food -
Industry

Dubai Food
Industry

On the Radar
Screen!

Recon!

We are conducting small activities in Egypt, Dubai and Turkey where there is a lot

of interest in blueberries.
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Market Access S. Korea

Recon >> Contact >> Documentation >> Demonstration >> Communication

China
/ Fresh

Chile S. Africa India — Australia
Fresh Fresh Fresh! Fresh

A major emphasis for USHBC is to open blocked markets. We opened India and
now we are working on Australia and Korea for Fresh. We will continue to push
hard and work the system to success.



* Market Development < New Market

— In country trade Development
representative — World Research
— Regional Trade — Market Access Work
Shows/Trade Missions _ New Markets
- iu_mpe « Middle East Trade
- Asia _ Show
— Export Web Sites « Trade Missions

Here are the tactics for the new year. We will do regional trade shows, host foreign
language web sites, and really push hard on the market access issues.
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Thank you!

Tom Payne

865 Woodside Way

San Mateo, CA 94401-1661 USA
Tel: 650-340-8563

Fax: 650-340-8568

Cell: 650-430-2231

Skype: tpaynell
tpayne@tjpmd.cpom
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