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Driven by changing demographics and lifestyles, consumers
now demand the ultimate in convenience — food anytime,
anywhere, prepared their way. As a result, foodservice sales
have grown steadily, and have surpassed sales of retail food
products for the first time in history.

At the same time, the soyfoods category has experienced
tremendous growth driven by improved products, consumer

desires for healthful foods and mainstream distribution.

Growth opportunities exist for those companies prepared and

positioned to understand and

serve the foodservice channel q /|. ﬁ
with soyfoods products, Y/ ‘ f
services and systems. ~
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About The Hale Group

The Hale Group is the leading strategy
consulting firm dedicated to serving
clients in the food and agribusiness
industries.
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About Soyatech

Soyatech is a publishing, marketing
research, and consulting firm specializing
in delivering value-added information to
the soybean, food, and feed industries.

Soyatech, the soy industry’s ultimate industry
resource, and The Hale Group, Ltd., the premier
foodservice industry management consulting
company have joined together to provide the
knowledge and strategic insight required to exploit
the potential for soyfoods in foodservice through this
important multi-client study.

Despite the phenomenal growth and attractive product
and marketing opportunities that have occurred over
the last 2-3 years with soyfoods, most efforts have
focused on creating and developing opportunities
within the retail segment. Industry players have not
yet made significant inroads into the $400 + billion
foodservice channel. Why?

¢ Do the current products not fit the foodservice
environment?

¢ Have past marketing efforts missed the mark
in foodservice?

¢ Are there operational issues that have not
been addressed?
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Foodservice Soyfoods

We believe that given the continued growth and
further evolution of foodservice customer
requirements and desires, there are some very
attractive, yet under-developed, opportunities in this
channel.
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Growth opportunities . . .
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Key Take-Aways and
Deliverables

Size and scope of the opportunity
Key success factors

Targets for sales

Strategic insight into how
foodservice operates
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Participants will receive:

¢ A copy of the final report and
backup data

¢ An in-person presentation and
strategy session is optional and
under a separate fee

Target Audience

This study is essential for
management, including sales and
marketing executives within soyfoods
manufacturing and other firms in, or
considering entry into, the soyfoods
category.

Order by May 1, 2003

and save $3,000

Cost and Timing

The Soyfoods in Foodservice multi-
client study provides real value by
sharing proprietary research costs
among study subscribers.

The prepublication price (paid by May
1, 2003) is $6,500. After May 1, the
price is $9,500.

Anticipated delivery date is
August 1, 2003

Subscribe

To subscribe to this multi-client study,
Soyfoods in Foodservice, please
complete and return the enclosed
subscription agreement to:
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Michael Richard
Consultant
The Hale Group, Ltd.

8 Cherry Street
Danvers, MA 01923
PH: 978-777-9077
FAX: 978-774-7883

mrichard@halegroup.com
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Peter Golbitz
President
Soyatech, Inc.
P.O. Box 84
Bar Harbor, ME 04609
PH: 207-288-4969
FAX: 207-288-5264
peter@soyatech.com
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Subscription Agreement

By execution of this agreement, the subscribing organization
identified below purchases the subscription privileges described
in this prospectus for the Soyfoods in Foodservice Multi-Client
Study, offered by The Hale Group, Ltd. and SoyaTech. The
cost of subscribing is $9,500.

The results of this multi-client are for the sole use of the below
designated subscriber organization and will not be released to
others outside the organization without prior written approval
from The Hale Group, Ltd. or SoyaTech.

The Hale Group, Ltd. and SoyaTech reserve the right to require
a minimum number of subscribers before initiating the Soyfoods
in Foodservice Multi-Client Study.

To subscribe, please sign and return this agreement along with

the subscription fee to The Hale Group, Ltd., 8 Cherry Street,
Danvers, MA 01923.

For The Hale Group, Ltd. / SoyaTech For The Subscriber:

Michael D. Richard Name
Consultant / The Hale Group, Ltd.

Title

Perter Golbitz
President / Soyatech, Inc.

Organization

mreHAl €%




Soyfoods in Foodservice

A Multi-Client Study Exploring Market Opportunities for Industry Participants
Prepared by The Hale Group, Ltd. & Soyatech, Inc.
August 2003

Table of Contents
Chapters:
1. Introduction
2. Executive Summary
3. US Foodservice Industry Overview
3.a The U.S. Foodservice Consumer
3.b The U.S. Foodservice Operator
3.c The U.S. Foodservice Distributor
3.d U.S Soyfoods — A Brief Market Overview
4. Soyfoods in Foodservice — Primary Research Results
4.a Non-Users
4.b Users
5. Foodservice Manufacturer Overview

6. Summary Comments / Recommendations

7. Soyfoods in Foodservice Tomorrow

Appendix
Subject Page

IR 1331 Yo 1 T3 4o Y Y 2
The Study’s Core ODJECHIVES .......ocoiiiiiiiii 4
T (0 T0 V@] o] 1= Yo 1)Y= ST 5
Y =Y { Yoo o] (oo | PR 6
2. EXeCcutive SUMMArY.........euuemmmmmeneennnnnnnnnnnnnnnnnnnnnnnnnnsnnnnnnnsnnnnnnnnnnnnnnnnnnnnnnns 8
Soyfoods in Foodservice: Estimated Market Size...........ccccoooiiiiii i, 9
Soyfoods in Foodservice: Sales by Category ...........uoiiii i 10
Soyfoods in Foodservice: Size of the Opportunity by Segment.............ccccoooiiiiis 11
Soyfoods in Foodservice: Sales by Category ............oiiii i 12
Soyfoods in Foodservice: Estimated Market Growth Potential..................cc....ooe 13



Soyfoods in Foodservice: Size of the Opportunity ..., 14

Strategic Recommendations............ooooiiiiii 15
Key Learnings: Operator ReSEarch..............ooiii i 16
Key Learnings: Distributor Research..............cooooiiiiiii e 17
Marketing ACHIVITY ....... e 18
Key Learnings: ManufaCturers ..............u s 19
Gardenburger: A Case StUAY.........oooiiiiiiiiii 21
SUMMArY FINAINGS ... 25
RecomMmENdatioNS ... ..o e 26
The Targeted SegmeNnts..........oooi i 27
Go-to-Market Strategies .........oooeiiiiiie 29
The Upside Opportunity / Soyfoods in Foodservice.............coiiiiiiiiiiiiiiiiiiieeeeeen 31
The Gatekeeper FACtOr ..... oo 32
Soyfoods in Foodservice — Industry Lifecycle............oooooiiiii 33
The Current Market SItuation.............iii i 34
Soyfood Products in Foodservice — Current Situation3..............cccooiiiiiiiiiiiiii s 35
Multiple Strategic OpPtioNS.......... e 36
3. The U.S. Foodservice Industry OVerview ..........cccccevemmmmmmmmmmmnnnnnnnsnnennnnnn 37
The U.S. Foodservice Industry, 2003..........cooiiiiiiiiii e 38
U.S. Food INdUSEry SIrUCIUME ...oeeiiiii e 40
Foodservice Captures Share ..........ccoooo oo 41
U.S. FOOdSEervice INAUSIIY .....ooooiiiii e 42
Restaurant Industry Statistics ..........ooiii oo 43
The Foodservice Industry by LOCation ... 44
U.S. Foodservice Industry FOrecast ... 45
3.a The U.S. Foodservice CONSUMET ...........ccemmemmmmmmmmmmmmmmmmmmmmmmmmmnnmmmmmnnn 46
The U.S. FOOdSErvice CONSUMET ........uiiiiii e eeeeeees 47
U.S. Population Growth 2000 — 20710 .....cceoiiiiiiiiii e 49
U.S. Consumer: Ethnicity Shifts Will Be Felt ..., 50
U.S. Consumer — Affluent Consumers Put Their Kitchensonlce ........................... 51
Spending On Food Away From HOME ........coooiiiiiiiiii e 52
TOAAY’'S CONSUMET ...t e e e e et e e ettt e e e e e e eeeasann e e e eaeeeeeees 53
(07 o110 o1 o @70 o 18] o [ {1 o 4 130T 54
Consumer Conundrums - Nutrition Contrition ... 56
Looking at Cooking — A Generational VIEW...............uuuuiiiiiiiiiiiiiiiiiiiiiiiiiiis 57
(070 0110 0o T= T Sl I =1 o T [T 58
3.b The U.S. Foodservice Operator .........ccccccceiiiiimmmmmmmnsnnnnnnisnsnsssssssns 59
The U.S. FOOdService Operator........ .. .ot i i eeeeeees 60
The U.S. Foodservice INAUSTIY ........oooiiiii e 62
2003 U.S. Foodservice Operator StruCture.............cceeeeiiiiiiieeiieeeeeeeeeeee e 63
Commercial Segment — U.S. FOOUSEIVICE .........uuuuuuiiiiiiiiiiiiiiiis 64
U.S. Growth i in SECONA Tier ....ceiiiiiiii e 65
U.S. Chain Restaurants Continue t0 Grow.............coooeiiiiiiiiiiiii e 66
ComMMErCIal SUMMAIY.. ...t e e e e e e e e e e e 67



Non-Commercial: Segment Growth 2010 ............uuuiiiiiiiiiiiiiiiiiiis 69

Non- Commercial SEgMENT ...........uiiiiiiiiiiiiiiiii e 70
(076 ] a1 1¢=Te1 (Lo I @] o] oTe] 3 (1] o1 472 71
Non-Commercial SUMMAIY .........uiiii e 72
The Big Get Bigger: Dominance of Chains ... 73
Restaurant Trends ... e e 74
3.c The U.S. Foodservice Distributor ...........ccccoccvimmiiiicieniccceee e 79
The U.S. Foodservice Distributor.............coooo e 80
Influence / Role of the Distributor ..., 81
Top 50 U.S. Broadline Distributors ..........cooooiiiiiiiiii e 83
U.S.: Concentration ContiNUES ..........coiiiiiiiiiiiiiee e 84
U.S.: Broadliners Own Growth ..........ccooooiiiiiiii e 85
Foodservice Distribution ECONOMICS........coooiiiiiii e 86
N L1V 1T o T I =Y Vo - TSP 87
Summary Key I1SSues: FOOASEIVICE ...........uuuuuiiiiiiiiiiiiii e 92
Fast Casual .....ccooo e 94
(070 0110 0o T= T Sl I =1 Lo [P 95
L@ 0T=T =1 (o) gl 8 =Y oL [P 96
Restaurant Trends . ... e e 97
What Do We KNOW FOIr SUMET ... 98
3.d U.S Soyfoods — A Brief Market Overview........cccceueecciiiiiinnnnecannnnnn, 99
U.S. Soyfoods — Historic & Projected Soyfoods Sales,
1996-2002, Projected 2003-2006 .........ccoiieeiiiiiiiiiiaae e 100
Rapidly Growing Market Attracts Food Industry’s Major Players .......................... 103
Consumers Are Getting the MeSSage...........uuuuuiiiiiiiiiii e 104
U.S. Soyfoods — 2002 Manufacturer & Retail Sales, Category Share & Growth ... 105
Hundreds of New Products Are Entering the Marketplace...........cccccccvvviiiiinnnnnnn. 107
Soy-based Meat Alternatives OVErviEW ............cooeeiiiiiiiiie i 108
Soy-based Meat Alternatives — Historic Sales, 1992-2002............ccceoeevieeiiiinnnnnnn. 109
Soymilk Beverages OVEIVIEW........ ... 112
U.S. Soymilk Sales Growth ..........cooiiiiiiiiiiiiiiiiiiiiiieeeeeeee e 114
Soymilk Beverages — Historic Sales, 1992-2002................uuuuiiiiiiiiiiiiiiiiiiiiees 115
TOfU OVEIVIEW ...ttt e et e e e e e e e e eet e e e e eeeeenees 117
Tofu — Historic Sales, 1992-2002 .........cuiiuiieeee e 118
1070 ] o Tor 11T ] 13 121
4. Soyfoods in Foodservice — Primary Research Results....................... 123
SCOPE OF RESEAICN ... . 124
Structure of INTEIVIEWS ... 125
USaQge DY SEOMENT......oeiiiieee e 126
Key Learnings: USAQgE .....cooiiiiiiiiii ettt 127
4.2 NON-USEIS ... s 130
Planned Menu AdItiONS ........oouiiii e 131



KBY LBAIMINGS ... ittt ettt 132

Future Demand............ e 133
KBY LBaAIMINGS ...ttt 134
Adding Soyfoods to the MenU ...........oooiiiiiiiiiiiiiiiiiiiieieeeee 135
Demand HUFAIES ... e 136
4.D USEIS....cii 138
Soyfood Usage MOIVALOIS ..........uu s 139
Why SOy 0N the MENU7.......e e 140
Future Growth in SOYfOOdS. .......oeiiiiiiii e 141
What is Causing Soyfoods Growth? ... 142
Product OffEriNgS........ueiiiiiiiiiiiiiiiiii e 143
Soyfood Usage HUIAIES ... 145
KBY LBaAIMINGS .. eieeitiee ettt 147
Product FOrm PreferenCes ....... ... 148
FlIavoring PreferEnCes ... ....oovviiiiiiiiiiiiiiiiieeeeeeeeee e 149
KBY LBaAIMINGS ...ttt et 150
Organic, Natural, or non-GMO Trends.........ccoooeiiiiiiiiii e 151
KBY LBaAIMINGS .. ittt 153
Soyfood / Protein Alternative PriCing .......... ... 154
CUStOMEr FEEADACK. ... 155
The Soyfoods CUSIOMET ........ooiiiii 156
KBY LBaAIMINGS ... ittt 157
FUuture Demand.... ... e 158
S T0) Yy eToTe IR TN o o] 1= - 3 159
Branded vs. Operator LiNE .......oouuuiiii e 160
KBY LBaAIMINGS ...ttt ettt 161
GEOGIAPNIES ... 162
Supplier SEleCtion ProCESS .......ciiii i 163
KBY LBaAIMINGS ... eeieitiie ettt e e e 164
Manufacturer EXpectations........... oo 165
KBY LBAIMINGS ... ot eiititiie ettt et 166
Key Learnings from USEIS...........uuiiiiiiiiiiiiiiiiiiiiiiieiiii e 167
Key Learnings from NON-USEIS .............uuiiiiiiiiiiiiiiiiiiiiiiiiiiieieeieeeeeeeeeeeeeeneneneneneees 169
5. Foodservice Manufacturer Overview..........ccccceemememmmesmmssssessssenssssnnnnnn 170
Soyfood Manufacturers — AN OVEIVIEW .........ccooiiiiiiiiii e 171
Importance of Foodservice to the BUSINESS ..........oooviiiiiiiiiiiiiee e 172
Y =T g O O o T U T PRSP 173
National AcCouNt EffOrts ... 175
Go-to-Market Strategies in Place ... 176
FOOASErVICe ProQUCES.......ccoiiiiiiiiiii e 177
Marketing ACHIVITY ... e 180
Key Learnings — ManufaCturers .............uu s 181
6. Summary Comments and Recommendations.........ccccccccooiiiimmniennnnnnnnn. 183
The CUurrent Market ...... ... e e 184



Challenges t0 SUCCESS ......cooiiiie e 185

Barriers 10 SUCCESS ... e ittt e e e e et e e e e e e eeeees 186
7. Soyfoods in Foodservice TOMOITOW............ceeeeemmmmmmmmmmmmmmmmmmmmmmnennennnnnn. 187
F N (= (o YT =T o T - 188
Consumer Demands for NULFtION. ..........i e 189
Critical SUCCESS FaCION........uiiiii e 190
Target Segments Near Term ... 191
The Targeted SegmeNnts.........ooooiiiii 192
Go-to-Market Strategies .........oooviiii i 194
Appendix — Retail / Foodservice CompariSons ...........ccccceeevirecennserecenssseeenns 196



