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Evolution and Growth of a Category

Millions of Pounds

Avocados Volume: All Varieties

Marketing Years (November-October): 1996/07-2008/09
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Timeline of Events

Early 1990’s

e Chilean avocados are imported into the U.S. at very low volumes
e NAFTA gets signed into Law

e Mexico continues to request access for Avocados into the U.S.

1997

e After a 75 year ban, Mexican avocados obtain limited access into the U.S. under a strict
working plan developed by USDA

e California avocado growers see the need to increase marketing dollars in order to
avoid a category collapse and begin working on a mandatory funding mechanism

2000
e Hass Avocado Promotion, Research and Information Act is Signed into Law
e Imports continue to increase

2002
e The Hass Avocado Board (HAB) is established under the Act after a national
referendum by growers and importers

2003
e Collection of HAB assessments begins

2006-2007-2008
e One Billion Pounds of Avocados are Consumed in the U.S.




Hass Avocado Board
Introduction

e The Hass Avocado Board (HAB) was
established under the Hass Avocado
Promotion, Research, & Information
Act of 2000, signed into law by

Congress

e Domestic Hass avocado producers and

importers approved the program in a

national referendum * @
e 12 Member Board represented by mm“““““ :

local producers and Importers

e Operates under the supervision of
USDA

e Authorized importer associations
formed under the Act are rebated 85%

of their member levees.



Hass Avocado Board
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Hass Avocado Board
Levy Collection

Domestic producers and importers pay a levy of 2.5 cents per pound, which is collected by HAB through
U.S. Customs and Domestic Packers. HAB then rebates 85% to importer and domestic producer
associations recognized under the HAB Act and retains 15% for its operations.
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Marketing Initiatives

Mission
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To increase awareness of and demand for Hass avocados in the United States

To conduct market development activities and promotions to increase the
consumption of Chilean Hass avocados in the United States

To aid in maximizing grower returns by conducting advertising, promotion and
public relations for California Avocados and engage in related industry activities
that together help create a more profitable market environment

To unify its stakeholders by increasing value through expanding the market and driving
the consumption for Mexican Hass avocados.



Marketing Initiatives
Positioning

“Hass Avocados, Always in Season!”
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Marketing Initiatives
Activities

Consumer Advertising
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Online Marketing Public Relations
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Trade Outreach
Foodservice and Retail

Data Assets

Nutrition Research/ Communication



Marketing Initiatives @
Consumer Advertising: TV o




Marketing Initiatives
Consumer Advertising: Print Media
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'ME SERRATO HAS A LOT TO BE PROUD OF.

as he looks out over his acres of avocado trees, Jaime beams with gratitude instead.
Arriving in America at age 10, he learned the value of hard work by helping his father on
rm. As he grew up, Jaime found mentors at every stage of his career, from his early.
days as a fruit picker 10 Thaving a plot of land and a business all his own. Though modest
about his own accomplishments, Jaime's pride is obvious in every avocado he grows, and
in his son Ricardo, who is following in his footsteps. So insist on California Avocados,
hand-grown by families like the Serratos. And spread that American Dream around.

Learn more aboul the Serratos at CaliforniaAvocado.com.
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Marketing Initiatives
Consumer Advertising: Outdoor




Marketing Initiatives
Activities: Public Relations
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Marketing Initiatives
Markets
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Marketing Initiatives
Timing of Major Activities

January February March April May June July August September October November | December
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Successes

e Over S100 million spent in the category since HAB'’s inception

e Trade’s perception of Year Round Category Unity has been instrumental

in avoiding intra-category conflicts

e Supplier’s awareness of market dynamics have translates to an

organized and steady flow of fruit
e Uninterrupted flow of data
e Formation of HAB’s Marketing Committee
e Increased awareness in developing markets

e 3 straight years with over 1 Billion pounds sold in the U.S.



Successes

“The 13.2 percent average annual growth in U.S. per capita avocado consumption
during the 10-year period 1998 through 2007 with essentially constant producer
prices is unprecedented for a U.S. tree crop. Much of the credit must go to HAB
promotion programs that have significantly increased the U.S. demand for
avocados and have contributed to orderly marketing. Producers have received an
attractive return on their assessments for HAB programs, with the most
conservative estimate indicating a benefit/cost ratio of 1.12 for promotion
expenditures. Information programs have helped reduce price variability and

decrease retail margins with benefits flowing to producers and consumers”

“An Economic Evaluation Of The Hass Avocado Promotion Order’s First Five Years”

Hoy F. Carman, Lan Li, Richard J. Sexton , University of California Davis



Successes

With a constant increase in volume, inflation adjusted FOB prices per lug (11.2 kg box) have maintained
stable, demonstrating the results of increased marketing initiatives.

Inflation Adjusted Average FOB Lug Price vs. Volume
By Month, January 2004 - May 2009
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Successes

The strong increase in avocado consumption is driven by the West region, but both regions have been
seeing sizable percent increases over the last decade.

Avocados - Long Term Trend Change vs.
6.0 West vs. East Region 10 YAGO
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Source: The NPD Group/National Eating Trends - U.S.



Challenges

e Too many messages create market confusion

e Economies of scale are lost with too many associations

e Issues not related to Marketing create relationship disruptions (pests,
tariffs)
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Opportunities

West East
% of Population: 41% % of Population: 59%

% of Avocado Consumption: 67% % of Avocado Consumption: 33%



Opportunities

The East region has a higher rate of change in eatings per capita, although it represents a far smaller base
level of eatings.

Avocados — Exponential Smoothing Forecast AEPC Forecast
80 West vs. East Region 2018 vs. 2008
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Source: The NPD Group/National Eating Trends - U.S.



Outlook

e The Avocado Industry in the U.S. is expected to reach volumes of 1.3 to
1.5 billion pounds (580,000 MT — 675,000 MT) in the next 1 to 5 years

Demand Building programs are imperative for the continued

success of the category

Nutritional research must continue and is imperative to increase

the positive messages about avocados

Strategic Joint Promotions with all associations are necessary for

SUccess

Other players are setting their sights on the U.S. market (Peru,
South Africa, Australia)
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