Upland Marketing
Foundation Incorporated

Managing the Value Chain

Providing Communities Affordable Access to
Technology, Markets and Financial
Resources



UMFI History - Timelines

1992-2000 2000 - 2009

Upland Marketing Program
- PBSP-UNAC Upland Marketing Foundation

Development Intervention Inc. (UMFI)

> Skills Training
> [nfo Dissemination
> Linkaging

Professional Marketing Group
Mainstream Supermarkets

Value Chain Management
Branding

Product Innovations
Growth and Expansion

Trading and Brokering
Value Addition
Marketing



UMFI Vision

Community-Based Enterprises as
mechanisms for local economic
development in marginalized communities
through the generation of income and
employment opportunities that are
anchored on the processing / value
addition and marketing of local raw
materials into high value and marketable
products to local and mainstream markets



UMFI Mission

* Provider of affordable access to
appropriate technology, financial
resources, and growing markets to
community based enterprises

* Provider of High Quality — Healthy
products to the consumers

e Advocate of Fair Trade in the mainstream
markets
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UMFI's Core Business

CBEs Supermarkets

Bridging the Big

—mX 0>

Divide



Primary Clients:
Community Based
Enterprises (CBES) In
Sustainable
Development

Sustainable Aqgriculture

- Use of appropriate Farming Technology

Sectors in Partnership - Organic Farming
- Indigenous Communities - Non Destructive/ Environment Friendly

- Agrarian Reform CommunitiesSustainable Forest/Resource Mgt

- Coastal Communities -Non Timber Forest Products

- Micro-Small Enterprises



Primary Markets
Consumer Market

- Supermarkets (180)

- Groceries/ Convenience Stord00)

Current Operations
Distribute CBE products
- Organic Rice, Muscovado Sugar, Jams-Jellies,

- Bottled Sardines, Honey, Juices, Vinegar, VCO



Why Supermarkets for
Community Based Enterprises?



The Retall Trade Scenario
Supermarket Revolution
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Global Trends

 International Food Policy Research Institute -
Trend over past 20 years : Supermarket had
major impact on Agri Food Supply Chain

— Shift in the distribution power in agri-supply chains
Manufacturers vs Global Supermarket Chains

— Global Supply Chains/Private standards and
systems are affecting the rural developments

Farmers and processors are losing access to
markets



A fourth wave is said to be just barely emerging in Bangladesh, Cambodia and West
Africa. It may take another decade or two before supermarket diffusion in the fourth
Wave area appreciable.

IFPRI — Reardon and Gulati — The Supermarket Revolution in Developing Countries



Global Trends

 Increasing consumer spending through
supermarkets (1997 to 2001) as against wet
markets

— Brazll : 30% to 75% (1990 to 2001)
— Guatemala : 30% to 35% (1999 to 2001)
— China : 30% to 48% (1999 to 2001)

— Thalland . 35% to 43% (1999 to 2001)

South East Asia 30% growth in supermarkets in
last 5 years

Retall Market Indicators = Sales Growth
2004-05 = 11% 2005-06 = 22% (planet retail)



Philippine Situation

o Supermarket Growth : 14% to 22% (1997
to 2001)

e 49% of manufactured products sold
through supermarkets (Business World
2001)

e Increase in number of retail outlets (AC
Nellsen — 2001)

— Supermarkets by 27%
— Groceries by 35%






Why Supermarkets?

“There i1s No Escaping Them”
Trend all over the world
Factors that led to this
— Rapid urbanization, growth in disposable income,
— Increasing working women, Increase Credit Card usage
— Increased investments from chain retailers
— Modernization of procurement

Everything leads back to supermarket as the major
channels of trade, as processors would also pass on
to farmers-suppliers the supermarket requirement on
them

Supermarket Products are going beyond the
processed as the volume of retail trade in flowers —
fruits - fresh vegetables increase

— Projected Retail Shares = 59% fruits, 55% vegetable



CBEs In Supermarkets???



Primary Barriers to Entry and Trade
with Supermarkets

« Reliability/ Consistency Requirement on Quality and
Quantity
— Higher quality requirements than public standards
— Stable volume all the time
— Small volume from many outlets

 Compliance with Supermarket policies and practices
— Terms and Conditions
— Policy in deliveries, collection, merchandising, returns

e Costs
— Listing Fees, Discounts, Shelf Rent, Penalties

— Trade Maintenance/ Dally operations
* Warehousing, trucking, merchandising,



Surviving and Maintaining the Markets
Consolidating for Sustainablility — Many Products, f@s

SMEs CBEs Upland CBEs Lowland
CBEs Coastal
Champion Products — Large Volume | | Consolidation = Scale to cover costs
Rider Product— Small Volum¢ | UMFI Any volume but must be constant
Merchandise Book Orders
Maintain Distribute
Promote/Adv Collect

Supermarkets,Groceries,Retail Shops
END CONSUMERS



Surviving and Maintaining the Markets

CBEs CBEs

|
Common Brand = Shared Qualitk

CBEs

Standards, Shared COS

Allows CBEs to collectively harc?plon Organic Rice =1 10 CBEs
Supply the market and to reco droaucts |\ iscovado Sugar =1 7 CBEs
From impact of natural disasters/

Internal problems

Supermarkets,Groceries,Retail Shops
END CONSUMERS



OO MOE®mOD CEECO ¢

v

v

/

v

UMFI

SUPERMARKETS

v
!

v v

v
(o) @

END CONSUMERS







Ensuring Long-Term
Sustainability

* Expansion
— New Products (5 champion products)
— Campaigns
— New Markets
— Same Markets for New Value Chains

* Protecting the market share

— Erecting Barriers
e Brand Equity
* Product Innovations
* Network Development
o Certification



Entry Barriers - Brand Equity















Product Innovations















Markets Tapped



Markets Tapped



Markets Tapped



Markets Tapped



UMFI's Current Operations

Established
partnerships with 110
communities nationwide

Distribute 8 CBE
products to 300 retall
outlets nationwide (SM
Supermarkets,
Robinson’s, 7-11,
Ministops)

8 yrs of Sustained
Growth

PhP 132 Million =€ 2 M}§
of CBE products traded §
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101
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Current Level of Operations

Stabilized/Improved prices for Organic Rice and Muscovado

Increase in community partners
— Rice from 1 CBE to 10 CBEs
— Muscovado from 1 CBE to 7 CBEs

Joint Planning with suppliers (volume targets, prices, terms)
Discussion on joint ownership

Recognized in the supermarkets as the distributor of organic
products

Recognized as the No. 1 Brand for organic rice in 2007
consumer survey, Estimate share 40% (25% Main Brand, 15%
Smkt Brands)

— Brand Recall = 24% unaided (highest), 43% (aided),

— Product usage: = Trial: 31%, Used most often: 24%,Brand used in the
past 12 months 26%, Brand used last: 23%, Brand will use next: 25%



Income and Cost Distribution

ICR] k
Orgamc Rice Supermarket Gross

Revenue

12% Marketing Expenses
HH Gross Income 16%

34%

UMFI Gross Income
9%

Milling/Transport
EXpenses
Farm Expenses 6%

14%

PDCI Gross Income
9%




Project
Sites

Baguio
Isabela
Nueva Vizcaya

Nueva Ecija
Pangasinan
Mindora
Camarines Sur
Camarines Norte
Sorsogon
Antique

Cebu

Samar
Zamboanga
Surigao del Norte
Bukidnon

Davao del Sur
South Cotabato



Guiding Principle
* Address the bottlenecks along the chain:
— Establish partnerships — Trust and Transparency

— Qutsource services outside your core business

— Work with past/existing/relevant initiatives
(organized communities, standards, policy)

— Provide premium on innovation
— Focus on Core Business

. Customer
Research, Studie :
Input : o Sales and Service /
Assessments, . Production Distribution ;
. Sourcing Marketing Market
Analysis
Feedback




Thank You



