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What | won't be talking
about:

= Challenges

Raw material availability,
= Seasonality
= Small velumes
= [ imited varieties

Microhielogical reduction| ISSUES

lLack el glehal standarnds

Differences between certifying phodies
Certification iIssues with supply: chain
And the list goes on...



Organic market overview:

= Organic Food and Beverage Sales

Global market size
= $38.6 hillion (2006)
= 16%) growth rate
* Demand s, concentrated
I uUS & EuUrepe
Approximately 3%

oS METKEL Size of the total food
= $17 billion (2006) and be\:(ertage
. Approximately 21% grOWth rate NEG

Source: Organic Trade Association’s 2007 Manufacturer Survey and Organic Monitor
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The research:

The different

meanings of

organic in the
industry

The staying power

of organic Kalsec®s Organic

Doing the Approach

Other “trends”, ie research
carbon footprint,
buying local

Pricing &
Availability




The meaning of organic:

= Historically

Originated from consumer interest in more
healthiiul, nutrtious products.

= Unadulterated! by petentially hamiul additives
= NUutrient content has noet een degraded

Organic s anragricultural process
Philesophy Vs. science

“Everything eventually morphs into the way the world is.”
George Kahn, Cascadian Farms Founder
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http://www.andysinger.com/

The meaning of organic:

= Today
“Industral erganic”

Two International standards
= |[FOAM Basic Standards
= Codex Allmentanus Guidelines

SIXty~feur regulations and grewing
= US), EU; Japan

Consumers
= [Healthy and more nutrtious



The consumer on organic:

= Mintel Report

Two thirds of respendents Whos purchase
erganic preducts, define organic as:
= Vade without artificial flavoers: or iIngredients
= Products that are envirenmentally/firienaly,
= Pesticide free
= GMOfree



EUREKA...IT'S THE 'NATURAL' FLAVOUR WE'VE BEEN LOOKING FOR
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The staying power of
organic
* Fad

A fiadl Is something that Is very pepular with a small
group ofi people for a short period of time.

= renad
A trend IS semetning that PecemEes; pepular Within

mainRstream| Seclety over a leng perod efi ime: s

the direction of a seguence of events that has seme
moementum and durability.

Source: www.wikipedia.com



Consumer activity:

= The Natural Marketing Institute (NMI) most recent

Health & Wellness Trends Database survey shows:

Total organic household penetration across six product
categories is up from 57% in 2006 to 59% = consumer
integration of organic into their lifestyles is growing

The number of core users has grown.

2006 2007
Devoteds 16% 18%
Temperates 22% 22%
Dabblers 44% 41%
Reluctants 18% 19%




(|

“You may not feel any healthier right away,
but you’ll definitely feel more smug.”




Organic Industry July 2007

Structure:
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Retail activity:

= \Whole Foods - Wild Oats

Consolidation
Industry standarads

= [he Kroger Co.

EXpanding its Private: Selection’ erganic foodiline by,
60/ preducts

= \\N/al-Mart
Organic
Green



Trend or fad?
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Other trends to consider:

= Carbon footprint

The measure of the iImpact human activities have
On| the envirenment in terms of the amount of
Qleen IouUse gases produced, measured in units
off calepn diexide

= Buyingllocal
Support for the small'ter mid-scale family farms

What IS the Impact?


http://en.wikipedia.org/wiki/Greenhouse_gas
http://en.wikipedia.org/wiki/Carbon_dioxide
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What Is the impact?

= Promoete a varety of goals to the: full extent
possible.




The I1ssues:

The different

meanings of Education &
organic in the Consistency
industry
The staying power il
of organic
: Kalseces Organic
Monitor —
Other “trends”, ie Support Approach
carbon footprint, Benefits

buying local

Pricing &
Availability




Pricing & Availlability

= Price premium
Reflect same costs as conventional
= Growing )
= Harvesting
= [ranspornation
= Sierage ,
NG accounting o Indirect Costs
= Cleaniup ol peliuted water
» Replacement off eroded soll
Consumers
= Need to shiit the dabblers and reluctants
= Shrinking| of the price gap between conventional and organic

More labor and
management
intensive




© Mike Baldwin / Cornered
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“_Sureh‘it costs more. e have to squash
bugs by hand.”




Pricing & Availlability:

= Avallability - Yield gap
Organic farming yields just 1/3 or 1/2 of conventional farming

Conyversion te) organic production; often results in lower yields in the first
fiew years

Recent studies suggest a tighter yield gap
Corn — organic yields were: 94%, of conventional
\Wiheat — enganic yields were 97% ol conventienal

SEYREANS — Olganic yields were 949%: oj
conventonal

Jlomatees — ne yield difference

Spice and herb crops
= [Use modest amounts of plant nutrients
= Yield differentials;sheuldi e small



The I1ssues:

The different
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Kalsec® Southwest:




Kalsec’s path:
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