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A Background

The agncultural sector of the Vologda Oblast has been m a downward spIral smce the
collapse of the SovIet Druon m 1988-1989 DaIry production at both the farm and processor level
IS declmmg From 1990 to 1995, per capIta ml1k productIon has fallen 35% (from 555 kg to 360
kg) and commercial use has declmed over 40% (from 426 kg /person to 252 kg /person) The
oblast dairy mdustry contmues to operate under severely stressed condItIOns

Factors contrlbutmg to this declme mclude mcreased competitIon for a decreasmg raw
matenal base (fewer farmers producmg less Ill1lk), sigruficant seasonal fluctuatIon m Ill1lk supply,
and strong competItIOn from Imported daIry products Perhaps most Importantly, the change from
the old SOVIet system represents a change m culture--from supply to demand-SIde econOIll1CS
Processors had developed theIr operatIOnal capabIlItIes, but few have any expenence m marketmg-
creatmg sustamable competitIve advantage for theIr products m the marketplace ThIS IS the
leverage pomt upon whIch tius project IS based

B Project Objectives

GIven the breadth of systemIc problems challengmg the daIry mdustry, MOFSA was faced
WIth the questIOn of how to make a sustamable Impact WIth Its lImIted tIme and resources ThIS IS
addressed by focusmg on the development of "pull" for daIry product--IdentIfymg and executmg
agamst sources of mcreased demand for Oblast daIry products, WhICh m turn WIll, over the long
run, help generate more busmess for processors, more mcome and greater profIt for daIry fanners

The VISIon for thIS project IS SImple begm to teach processors the declSlon-makmg, planrung
and executIOnal skills necessary to compete m a market economy Work WIth processors m a
hands-on manner to penetrate the Moscow market, helpmg generate addItional sources of sales and
profIt Develop templates WhICh WIll form the baSIS for contlllued learrung

To support thIS VISIon, the project ObjectIve IS to bul1d sustalllable competItIve advantage for
oblast dairy processors by

• BUIldlllg upon the recogruzed hIgh qualIty and hentage of Vologda daIry products,
positIOrung oblast products as "the qualIty standard" and thereby competmg agamst hIgh
end Imported products

• Strengthenmg the abIlIty of oblast daIry processors to attend to those marketlllg functIOns
WhICh bUild value mto both theIr brand and theIr efforts to move product to market

• Creatlllg a Vologda daIry aSSOCiatIon, deSIgned to act as a common marketlllg force for a
hne of daIry products made by member processors

• Brmglllg ASSOCiatIon daIry products to Moscow as a practIcal means of worklllg through
the above ObjectIves



C Activity-Based FIndIngs

This sectIOn summarIZes the status of AssocIatIOn-bUIldIng efforts

Cl ActivIties

To contInue buIldmg momentum for the creatIOn of a daIry aSSOCiatIOn, MOFSA undertook a
senes of activIties wlthm durIng January and February 1997, Includmg

• Conductmg store checks m Moscow WIth the purpose of testmg the core concept--that
Vologda daIry products can successfully compete agaInst hlgh-pnced Imported brands
(see AppendIces A & B)

• Holdmg a senes of meetIngs WIth both mdlvldual processors and groups of potential
aSSOCiation members to commumcate market fmdmgs, and to gam commItment to the
aSSOCiatIOn and ItS goals (see AppendIx C)

• Conductmg market research taste tests comparmg Vologda and Imported daIry products

• Leadmg a trade mISSIOn to Moscow to call upon upscale Western-style stores to 1)
further learn theIr ImpreSSIOns of the Vologda DaIry ASSOCIatIOn concept, and 2) to gauge
the abIlIty of aSSOCIatIon members to sell product under the concept banner

• Holdmg meetmgs to promote the success of the trade mISSIOn, WIth the goal bemg to
promote and expand aSSOCiatIOn membershIp

C2 FIndIngs

The lllitIal Moscow store checks clearly confIrmed the gomg-m hypothesIs that sIgmficant
opportumty eXIsts for Vologda daIry products to successfully penetrate the Moscow market (see
appendIX A for detaIled fIndIngs) The hIgh pnce of Western goods leaves room for transportatIOn
and dIstrIbutIOn costs plus Incremental margIn for Vologda processors Store managers and daIry
purchaSIng dIrectors at Western-style stores were conSIstently OptImIStiC about the cOmpetitIveness
of a lIne of commonly branded Vologda daIry products pOSItIOned to sell agaInst the hIgh pnced
Imports They strongly belIeve In the broadly recogmzed hIgh qualIty Image of Vologda daIry
products Further, both they and theIr customers are IncreaSIngly seekmg domestIcally made
products of hIgh qualIty

A more detaIled dIScussIon of these fmdmgs was merchandIsed to Vologda daIry processors,
both IndIVIdually and as a group, In an effort to promote the benefIts of formIng an aSSOCIatIOn
Processors' response to these fIndmgs tended to fall Into one of three categones

Category 1 DaIry processors who recogmze real opportumty, and are very or somewhat ready to
address the challenges m movmg to market (Zayra and Cherepovets dames)
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Category 2 Processors who recogruze potentIal opporturuty, but belIeve that the challenges of
movmg to market are too great to dIrectly face at present (Vologda DaIry)

Category 3 Processors who do !lQ! recogruze opporturuty m movmg product to larger more
affluent markets and/or are unable to meet the challenges m becommg market ready
(Expenmental Plant and Sukhona Condensed Ml1k Combme Gryazovetes Powdered Ml1k Plant
and Sheksna DaIry, whIle not present at thIS meetmg, also fall mto thIS category)

At thIS pomt, It was decIded that MOFSA would work most closely WIth "the top of the
class," those processors eVIdencmg the most enthusIasm and abIlIty to bnng product to Moscow It
IS beheved that helpmg these processors gam a foothold m the Moscow market WIll provIde
mcentIve to other processors Jom the assocIatIon

It should be noted that Vologda DaIrY, the largest and only growmg daIrY m the oblast has
chosen to SIt on the fence regardmg aSSOCiation membershIp, exhlbltmg a Mlssoun "show me"
attitude WhICh stems from theIr own expenence base Vologda DaIrY has attempted to bnng
product dIrectly to Moscow, but was stymIed by competItIve forces WhICh can become obstacles to
product dlstnbutlon Vologda DaIrY has chosen a SImpler route, sellmg 13% of ItS product m
Moscow through a wholesaler who pIcks product up m Vologda and dlstnbutes It m Moscow
ThIS mcreases Vologda's sales volume, but not ItS margm, as product IS sold at below local
wholesale cost

Both Zayra and Cherepovets Dames were mterested m partlclpatmg m a Chemorucs-led trade
mISSIon to Moscow In preparatIon for thIS mISSIon, a taste test of Vologda-made versus Imported
daIry products was conducted, and a guIde to trade mISSIOn dISCUSSIon pomts was executed (see
AppendIx B)

The taste test was deSIgned to offer support for the proposItIOn that Vologda-made daIry
products are as good or better than hIgh pnced Imported products The blmd taste test
(respondents dId not know product brand or ongm) was conducted among 50 women and men m
Vologda FIve sets of products were tested butter, UHT mIlk, sour cream, farmers cheese, and
keflr Vologda-made butter, sour cream and UHT were preferred by margms of over 2 1 to
Imported product, whIle Vologda-made keflr and farmer's cheese were preferred equally to
Imported products These results were readIly accepted by the Moscow store managers and buyers
presented to durmg the trade mISSIOn

The trade mISSIon to Moscow reInforced the belIefs of both MOFSA and the Zayra and
Cherepovets Dames regardmg product opporturuty m the Moscow market Perhaps more
Importantly, thIS exercIse offered the fIrst opporturuty for hands-on trammg m developmg a sales
presentatIOn to thIS segment of the retaIl market

The mISSIon was pOSItioned as a reconnaIssance tnp, InformatIon gathermg bemg the fIrst
pnonty, followed by a low key dIscussIOn of processor product lme, quahty, pncmg, etc FIve
Western-style stores were VISIted, and the goals of the Vologda DaIry ASSOCiatIOn dIscussed
(cooperative marketmg of a broad lme of Vologda-produced daIry products under common
packagmg carrymg a logo/seal of authentICIty from the aSSOCiatIOn, product pnced to compete WIth
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hIgh end nnported product) All store managers and purchasmg drrectors were consIstently
enthuSiastIc about the project's mISSIon Further, an nnportant lesson was learned on the tnp

Zayra DaIry had come prepared to sell UHT at 4500 rubles/urnt, up from theIr Vologda pnce
of 3700 rubles/urnt Under the proposed ASSOCiatIon pOSltIornng (qualIty and pnce competItIve
WIth hIgh pnced lITIported brands), Chemorncs belIeved that a hIgher pnce was warranted Upon
gmdmg the Zayra salesman to thIS posIt1on he closed a deal for one palette of UHT at 5000
rubles/urnt The learmng for both Zayra and Cherepovets sales teams was that a dIfferent set of
gUldelmes operate m more market-dnven and affluent econOmIes (such as Moscow) HIgh pnce IS
a cue for qualIty, and If supported by qUalIty product, packagmg and serVIce, retaIlers are qUIte
wIllmg to place product on theIr shelves for a tnal effort

As a footnote to thIS learrung, thIS UHT moved so well that two addItIonal palettes were
ordered and paId for In cash (as opposed to the standard payment after 15 days) ThIS lesson helps
to anchor the propOSItIon that MOFSA, through the aSSOCIatIon, can offer oblast daIry processors
valuable busmess-bUIldmg benefIts (templates) AddItIonal benefIts wIll be dIscussed m the
RecommendatIOns sectIon of thIS report

Further meetmgs have been held, WIth more scheduled, to move processors forward from
agreement In pnnclple (WIth JOlrung the aSSOCIatIOn) to agreement m practIce The necessary
regIstratIon and IncorporatIon papers have been drawn up and SIgned for the antI-monopoly
cOmmIttee We are awaItIng solId commItments from two prospectIve asSOCIatIon members
Further, Sasha Alexm (the Chemomcs translator who has helped to move thIS project forward by
functIOrung m both translatIon and marketmg capacItIes) has been nommated by the processors to
be dIrector of the proposed aSSOCiatIon MOFSA wholly supports thIS nomInatIon, recogruzIng
that It WIll take a proactIve marketmg-onented dIrector to help move thIS opporturnty forward
ThIS represents another of the Issues to be resolved among the potentIal aSSOCiatIon members

However, despIte these actIVItIes the processors have yet to commIt to formIng an
aSSOCiatIOn

D Project Challenges

A range of executIonal and cultural challenges face thIS project ExecutIOnal challenges
Include

• DetefIDlrnng a suffICIently broad product lIne whIch can be moved to the Moscow market
now, and WIthIn the next 3-6 months

• DevelopIng an aSSOCIatIon logo/seal WhICh commurncates made In Vologda authentICIty
• SettIng qualIty standards for usmg the seal
• DevelopIng contemporary packagmg and labelIng WhICh supports Vologda posItIOrnng as

dIrectly competItIVe WIth nnported goods
• EXamIrnng and workmg to change standards WhICh act as barrIers to Vologda's exportIng

product to Moscow (IncludIng shelf lIfe standards, and "Vologda" butter labelIng
standard, namely, attemptIng to restrIct the use of the Vologda name to butter processed
only In the Vologda Oblast)
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• Introducmg market research and InformatIOn gathermg as mtegral elements of the
marketmg process (mcludmg packagmg and customer IdentlficatIOn/profilmg)

• Consumer and retaIler commumcatIOns, mcludmg advertlsmg, promotIOn, sales
matenals, and publIc relatIOns

• SunplIfymg mVOlcmg for a broad darry product lme

Cultural challenges are the most slgruflcant dnvers of (as well as unpedments to) progress
Here, cultural challenges handIcap daIry processors, keepmg them from breakIng out of therr self
remforcmg downward cycle by dIrectmg them to focus on short term rather than fundamental
solutIOns These cultural challenges mclude

• Operatmg m a market versus supply-dnven economy The desIre to take orders rather
than create orders IS the startmg pomt for too many processors There are msufflclent
models whIch Illustrate how to take proactIve measures to grow the market

• Processor nsk profIles creatmg new and empowenng chOIces WhICh result m domg
busmess dIfferently IS not a process WhICh has been pOSItIvely rewarded m the SovIet
culture

• Workmg together cooperatively rather than competItIvely whIle some cooperatIon
currently eXIsts regardmg packagmg and raw mgredlent affihations between Vologda
daIry processors, these processors contmue to see each other as competItive for raw mIlk
and market opportumtIes The Idea that growth and more profitable demand can change
these relatIOnshIps IS not understood by most

• Learnmg from models and templates Amencan learmng IS based upon connectmg to an
already establIshed knowledge/expenence base Schools, Jobs, networkmg are all based
upon the umversally perceIved value of bUlldmg upon the accumulated expenence of
others Here, that expenence does not eXIst, the value of learmng from other's successes
and faIlures IS not understood, nor IS how to manage that process Choosmg to utilIze
external expert resources (for example, Chemomcs experts, packagmg or commumcatIOns
agenCIes) and managmg those effectIvely also needs to be faCIlItated It IS unportant to
recogmze that creatmg a marketmg aSSOCIatIOn ImplICItly bUIlds upon these
underpmmngs
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E RecommendatIOns

El Association Bmldmg

The key to addressmg project objectives and gammg a measure of success m terms of
sustamabIllty IS the flexibilIty With which aSSOciatIOn goals (and not necessanly the "assocIation"
Itself) are pursued That IS, the concept of the aSSOCiation IS based upon developmg a structure
which Will begm to pOSitively change the busmess practices (and, over time, the busmess culture)
of partiCipants The aSSOCIatIOn IS seen as a vehicle for change, and clearly that change IS
maxImIZed by havmg as members the SIX processors compnsmg over two-thirds of oblast dairy
productIOn However, due m large part to the cultural realIties Identified above, an aSSOCIation of
these dames at thiS tIme IS not to be

Wlthm thiS context, thiS project's prImary goal IS to msure that an ongomg mechamsm for
teachmg processors the declslon-makmg, plannmg and executIOnal skIlls necessary to compete m a
market-dnven economy IS set m place Should only a small number of processors choose to make
the changes and take the nsks mherent m movmg product to Moscow, then over tIme therr success
can become the engme which levers "wallflower" processors to Jom m a growmg success
Recommendations supportmg thiS pomt of view mclude

• Workmg With, and glvmg disproportIOnate benefit to those lImited number of processors
who "get It" and are wIllmg to take the necessary nsks, and make the necessary changes
to compete m a market-drIven economy MOFSA cannot "push the rope" to effect
change among unenthusiastIC/fearful processors

• PosltlOnmg thiS group as a marketmg and brand-buIldmg entity Expertise would be
accessed and shared by tappmg the MOFSA condUIt for technIcal assistance

• Developmg a seal of authenticity ldentlfymg Vologda-made dairy products Ownership
of thiS seal, which over tIme can become a competItlvely-msulatmg mechamsm, should
go to those processors who come together to penetrate the Moscow market Ownership
of thiS seal could become a leverage pomt to encourage others to Jom the aSSOCIatIOn

• ConsideratIOn of alternative forms of a "common marketmg group" As the aSSOCiation
has been considered an mterIm step toward formmg a dairy cooperative, a for-profit
marketmg venture might alternatively achieve SImIlar ends

• The "common marketmg group" should act as a marketmg manager for the range of
products represented, fulfIllmg brand bUlldmg and market penetratIOn functions The
latter would best mclude facl1ltatmg, though not directly executmg, the sale of product

• Merchandlsmg the success of Moscow marketmg efforts to a broader stakeholder
audience which has the power to mfluence non-partlclpatmg processors to Jom thiS effort
ThiS mIght mclude efforts to reach farmers, darry plant boards of directors, plant
workers, lendmg InStItutIOns, Oblast government, etc
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E2 Executmg AssocIatIon/Marketmg Group functIOns

The pnmary dIrectIve for the proposed marketmg entIty IS to develop the competItIve
marketmg capablhtles of ItS members Toward that end, actIvItIes should mc1ude

• Developmg an aSSOCIatIOn logo/seal thIs seal should commurncate made m Vologda,
quahty, hentage, and envIronmentally sound A colorful Vologda-verslon of the Samt
Sprmgs bottled water label Illustrates one set of posslblhtles

• Developmg graphIC elements for labelmg labels should be dlstmctlve, offer shelf
presence, have contemporary deSIgn, be graphIcally SImple, have appetIte appeal,
remforce brand name recogrntlon, and commurncate "hIgher pnced but worth It"
(evldencmg a hIgher quahty, made m Vologda Image supenor to Imported competItIOn)
Bar codmg WIll be necessary for the Moscow market by May 1, 1997

• MultIple graphIC executIons should be produced and evaluated Themes IDlght mclude
cows and enVIronment or Just contemporary elements (perhaps multI-colored bands of
nch royal colors) whIch could edge commonly branded products Expenenced deSIgn
talent should be used from the start of thIS exercIse

• Conductmg baSIC market research packagmg and labehng should be tested m the
Moscow market BaSIC consumer and medIa research should also be undertaken pnor to
developmg advertlsmg/pubhc relatIons efforts Issues to explore mclude

a) purchase process what, where, when, how much product IS purchased per week?
b) who IS prImary purchaser of daIry products?
c) brand loyalty brands preferred/consIdered
d) Important dIfferences between brands
e) perceptIons of Vologda daIry products Are these (quahty) perceptIOns held across

age, sex and demographIC segments?
f) what newspapers, magazmes and radIO StatIOns are regularly partaken of?

• Accurately estImatIng market potentIal for varIed daIry products may be a long term task
However, contacts WIth fnendly retaIlers, dIstrIbutors, supphers, market research
orgarnzatIons and other stakeholders can help to place boundanes upon these ever-refmed
estImates

• Networkmg an aSSOCIatIon or for-profIt marketmg group should broaden the capablhty of
processor members to capture mdustry knowledge/expenence to be used as mput to theIr
deCISIOn makmg Developmg a network WhICh offers thIS support mIght mc1ude
connectmg to market research houses, commurncatlons comparnes, supphers to the
mdustry, sellers of non-competItIve daIry products, selected store managers/purchasmg
dIrectors, food dIstrIbutors, Vologda Oblast government offICIals, and aSSOCIatIOns from
other oblasts

• Consumer and retaIl commurncatlons based upon the broadly recogrnzed quahty Image
enjoyed by Vologda daIry products, It appears that mtroductory consumer and retaIl
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commumcatlons could be anchored In publIc relatIons rather than electromc medIa

• Supportmg pnnt and radIo wIll lIkely also playa role The ASSOCIatIon should consIder
the Importance of craftIng a sImple message WhICh commumcates the qualIty, hentage,
the seal of authentIcIty (look for It l ), and pOSSIbly the pnstIne ongIn of all Vologda daIry
products CommumcatlOns efforts should be launched once a broad product lIne IS ready
for market Clearly, butter IS the core product anchonng Vologda Imagery, and needs to
be Included In the product mIX ProfessIonal Moscow commumcatlOns/pubhc relatIOns
experts should be used for thIS effort, as well as developmg sell sheets (targetmg
retaIlers) for the range of products and processors mvolved
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AppendIx A

1 RevIew of Learmngs from Moscow Store Checks of 1/23/97

Store Check ObjectIves
- to IdentIfy potentIal areas of opporturuty for Vologda daIry products, mcludmg

- butter
- UHT
- kefrr
- soft and spreadable cheeses
- sour cream

We VISIted 13 Stores, and mtervlewed 3 store managers Store managers granted us ImmedIate
access, and were open and forthcommg WIth mformatIOn

InformatIon collected consIstently supports ongmal hypotheSIS that opporturuty eXIsts for selected
Vologda daIry products to penetrate the hIgh end daIry market m Moscow

2 Key Moscow Market Trends

Grocery Stores
- more Western-style food stores are operung to servIce a growmg market (perhaps 20

currently eXIst)
- larger "supermarket" stores are operung
- growth of target audIence customers, mcludmg

- new RUSSIans
- profeSSIOnal RUSSIans (often workIng for Western fIrms)
- Westerners

- retaIl market IS becommg more competItIve (more dlstmctlve products are sought to
support store dIfferentIatIOn)

Products
- WIde vanety of product categones, and products wlthm categones
- It IS not unusual to carry 5 brands of butter, WIth 3-5 vanetles/SIzes of the more popular

brands
- about 90% of stocked daIry products are European (WIth some Amencan speCIaltIes), 10%

RUSSIan ThIS IS not store polIcy European goods are seen as better meetmg customer and
store needs

- several Amencan products are WIdely dIstnbuted These typIcally RUSSIan products are
llkely made for export only keflr. tvorog and flavored yogurt dnnk

A-I
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Product PrIcmg
- customers at up scale Western stores are not pnce sensItIve IlPnce IS not an object

Customers thInk the hIgher pnce the better the product "
- at speCIalty stores, the daIry markup was saId to be 25-30%
- sIgrnflcant dIfferences may be seen between the same products sold In hIgh vs low-mId end

stores

3 Upscale Western-Style Grocery Stores Operate Agamst a IIIgher Standard of Performance

These stores are more responsIve to customer (as well as theIr own retaIl) needs, IncludIng

- product qualIty
- taste
- RUSSIan certIfIcatIOn
- consIstent qualIty
- contemporary packagIng, IncludIng bar codIng
- labels WhICh extend a product's shelf presence
- shelf lIfe

- product chOIce/selectIon
- varIed brands
- vaned SIzes and types, especIally for baSIC goods
- demand for more RUSSIan-made products
- dIstInctIve products

- brand recogrntlOn IS generally necessary to achIeve product placement

- frequent and fleXIble (tIme and quantIty) product delIver
- terms -- smaller stores may seek delayed payment (15-30 days)

4 Summary of PotentIal Leverage Pomts for Vologda DaIry Brands

- hIgh pnce of Western goods leaves room for transportatlOn/dlstnbutlOn costs plus
Incremental margIns

- deSIre of Western grocers and theIr customers for more hIgh qualIty RUSSIan goods
- Vologda brand name has untapped eqUIty
- embedded brand recogmtIon
- broadly recogmzed qualIty
- potentIal eXIsts to use more cost effectIve promotIOnal (versus advertISIng) efforts aImed at

bUIldIng brand recogrntlon and galmng shelf space
- Irntlal posltlornng compete agaInst top European goods on both qualIty and pnce
- Vologda aSSOCIatIon has the potentIal to sell a broad product lIne (to better serve grocers)
- more responsIve delIvery tIme than European products
- abIlIty to accelerate market penetratIOn VIa Chemorncs

A-2

-
I
I
I
•

I
I

•
I
I
I
I
I
I
I
I
I

~I



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

5 Additional ConsideratIOns Regardmg Penetratmg the Moscow RetaIl Market

- "You only get a smgle chance to make a fIrst ImpreSSIOn" Care needs to be taken m
approachmg Moscow market before quahty elements are fully developed

- we should recogrnze that thIS IS a new way to do busmess
- contmuous Improvement m product qualIty, consIstency (product, dehvery)
- bemg contmually responsIve to customer needs, and settmg up mechamsm to promote

ongomg two-way dIalogue
- need for sales trackmg systems on product and store basIs
- work together as an "aSSOCIatIOn"
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AppendiX B

Sample Dairy Products

I Survey Dates
January 20-23, 1997
US$ exchange rate @5,700

I
rubles OM exchange rate
@3,600 rubles

Product Manufacturer/Of/gm Package Size %Fat Currency Pf/ceper Pf/cem

I
Contamer Rubles

New Arbat Grocery,
Kahnmsky Prospect
Cream butter Ochakovo Moscow fOil wrap 02 kg ? RR 6100 6100

I Vologda Butter Sheksna VO wood barrel 10 kg 820 RR 210000 210000
Vologda Butter Sheksna VO ceramic Jar 10 kg 820 RR 185000 185000
Pasteunzed Milk Moscow Tetrapak 1 0 liter 32 RR 4300 4300
Kefir Moscow Tetrapak 1 0 liter 32 RR 5200 5200

I Baked Milk Moscow Tetrapak 05 liter 32 RR 3300 3300
Effect Yogurt Moscow Tetrapak 05 liter 32 RR 4200 4200
Ryazhenka Moscow Tetrapak 05 liter 40 RR 3500 3500
Farmer's Cheese Moscow paper wrap 025 kg 180 RR 5900 5900

I Farmer s Cheese Moscow paper wrap 025 kg 90 RR 4000 4000
Chocolate Coated F/Ch Moscow fOil wrap 005 kg ? RR 2500 2500
Cottage Cheese France plastic cup 04 kg ? RR 30000 30000
Farmer s Cheese France plastic cup 04 kg 180 RR 34000 34000

I Chocolate Butter Bryansk RUSSia paper wrap 02 kg ? RR 6800 6800
UHTMllk lithuania TetraBnk 1 0 liter ? RR 7500 7500
Kefir Oanone France plastic cup 05 liter 15 RR 5800 5800
Farmer's Cheese Oanone France plastic cup 05 kg 80 RR 16900 16900

I Condenced sweet Coffee ? can 025 kg ? RR 6800 6800
Condenced sweet Cocoa ? can 025 kg ? RR 6700 6700

SADKO-ARCADE

I UHTMllk Vallo Finland TetraBnk 1 0 liter ? $ 150 8550
Pasteunzed Milk Vallo Finland Tetrapak 1 0 liter 42 $ 120 6840
Ryazhenka Lifeway USA plastic bottle 1 0 liter ? $ 690 39330
Prostokvasha Llfeway USA plastic bottle 1 0 liter ? $ 690 39330

I Kefir Llfeway USA plastic bottle 1 0 liter ? $ 690 39330
Farmer s cheese Llfeway USA plastiC cup 0454 kg ? $ 645 36765
Sour Cream Hofgut Germany plastiC cup 02 kg 320 $ 1 95 11 115

I Lower-end Milk store,
Kutuzovsky Prospect
Chocolate Butter RUSSia paper wrap 02 kg ? RR 5700 5700
Butter RUSSia block 1 kg ? RR 23000 23000

I Farmers Cheese Moscow paper wrap 025 kg 50 RR 4500 4500
Sour Cream Moscow plastic wrap 05 kg 200 RR 7000 7000
Pasteunzed Milk Moscow plastiC wrap 1 liter 32 RR 3,600 3600
Pasteurized Milk Moscow plastiC wrap 1 liter 32 RR 4000 4000

I Kefir Moscow plastiC wrap 1 liter 25 RR 3600 3600
Ryazhenka Moscow plastiC wrap 05 liter ? RR 2000 2000

Foodcenter, Kutuzovsky

I Prospect
Pasteunzed Milk Moscow Tetrapak 1 liter 32 RR 4200 4200
Kefir Moscow Tetrapak 1 liter 32 RR 5000 5000
Chocolate Coated F/Ch Moscow fOil wrap 005 kg ? RR 2400 2400

I B-1
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Ryazhenka Moscow Tetrapak 05 liter 40 RR 3300 3300 I
Farmer's Cheese Moscow paper wrap 025 kg 180 RR 4800 4800
Sour Cream Moscow Tetrapak 02 kg 250 RR 4300 4300 ISour Cream Moscow Tetrapak 05 kg 250 RR 9500 9500

Kahnka Store, Kutuzovsky
Prospect IFarmer's Cheese Moscow paper wrap 025 kg ? RR 3700 3700
Butter GOST 37-91 Russia foil wrap 025 kg 725 RR 5500 5500
Sour Cream Moscow plastic cup 02 kg 200 RR 4000 4000
Condensed Cocoa Gomel Ukraine can 025 kg ? RR 4500 4500 IDanone Store, Tverskaya
Street
Kefir Danone France plastic cup 047 kg ? RR 5800 5800 IGreenfield Cash & Carry,
Sokolmcheskaya Square
Sweet Cheese (Tvorog) lIfeway NY USA plastic 045 kg ? $ 590 33630

ICountry style soft cheese lIfeway NY USA plastic 045 kg ? $ 590 33630
container

Tvorog (farmer's cheese) Royal BaltiC NY USA plastiC cup 034 kg ? $ 475 27075
Chocolate Tvorog Royal BaltiC NY USA plastiC cup 034 kg ? $ 475 27075 IMilk Llfeway NY USA plastic bottle 1 liter 1 5 $ 130 7410
Milk Llfeway NY USA plastiC bottle 1 liter 35 $ 180 10260
Ryazhenka Llfeway NY USA plastic bottle 1 liter ? $ 720 41040
FrUIt Kefir lIfeway NY USA plastic bottle 1 liter 20 $ 690 39330 IDrinking Yogurt Onken? plastiC bottle 05 liter ? $ 170 9690
Anchor Butter NewZeland fOil wrap 025 kg ? $ 135 7695
light Scandy Butter ScandinaVia plastiC 025 kg ? $ 140 7980

PreSident Butter France fOil wrap 025 kg 820 $ 200 11400 I
Stokmann store, Zatsepsky
Val
UHT Skim Milk Parmalat RUSSia TetraBrik 1 liter 1 8 $ 175 9975 IUHTSklm Milk Parmalat RUSSia TetraBrik 1 liter 05 $ 150 8,550
Hyla Cream for Coffee Vallo Finland TetrapBrik 01 kg 100 $ 175 9,975
Pasteurized Milk Vallo Finland Tetrapak 1 liter 35 $ 1 10 6270
UHTMllk Vallo Finland TetraBrik 1 liter - $ 180 10260 IUHTMllk Vallo Finland TetraBrik 1 liter 15 $ 180 10260
Midnight Sun Butter Vallo, Finland fOil wrap 025 kg ? $ 150 8550
Salted Butter VallO Finland fOil wrap 05 kg ? $ 250 14250
Cream Cheeses Vallo Finland plastiC cup 01 kg ? $ 235 13395 IViola Processed Cheese VallO Finland fOil wrap 02 kg ? $ 170 9690

Garden Rmg Store, Garden

IRmg
Ryazhenka Llfeway NY USA plastiC bottle 1 liter ? $ 755 43035
FrUit Kefir Llfeway NY USA plastiC bottle 1 liter 20 $ 755 43035
Masmlx Fat Blend Europe plastiC 04 kg ? $ 105 5985

container IVOlmlx Fat Blend Europe plastiC 04 kg ? $ 1 10 6270

Deutche Marken Butter Germany fOil wrap 025 kg ? $ 190 10830
Belle Nature Butter France fall wrap 025 kg 820 $ 125 7125

IElle & Vlre Butter Europe fOil wrap 025 kg 820 $ 225 12825
Farmer's Cheese Llfeway NY USA plastic 045 kg 90 $ 650 37050

Country style soft cheese Llfeway NY USA plastiC 045 kg 90 $ 650 37050
Chocolate Tvorog Royal BaltiC NY USA plastic cup 034 kg ? $ 510 29070 ISoft Cheese (Tvorog) Royal BaltiC NY USA plastiC cup 034 kg ? $ 510 29070

Umon Store, Bermkov Lane
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I Lactel Vltamlne Milk France plastic bottle 1 liter ? OM 299 10764

Lactel Skim Milk France plastic bottle 1 liter ? OM 299 10764

I
Pasteurized Milk Mozhalskoye Russia glass bottle 05 liter 32 OM 099 3564
UHTMllk Parmalat Russia TetraBnk 1 liter 35 OM 149 5364
UHTMllk Parmalat Russia TetraBnk 1 liter 18 OM 129 4644
UHTMllk Parmalat Russia TetraBnk 1 liter 05 OM 1 19 4284

I
Farmer's Cheese Llfeway NY USA plastic 045 kg 90 OM 1129 40644
President Butter France fOil wrap 0125 kg 820 OM 139 5004
President Butter France fOil wrap 02 kg 820 OM 229 8244
President Butter France fOil wrap 025 kg 820 OM 279 10044

I President Butter France plastic 025 kg 820 OM 309 11124

Rlppoz Butter Imported ongln fOil wrap 025 kg ? OM 159 5724
unknown

Savenay Butter Red France fOil wrap 025 kg ? OM 229 8244

I Savenay Butter Green France fOil wrap 025 kg ? OM 249 8964

SIWA Supermarket,
Kutuzovsky Prospect

I Prostokvasha Vallo Finland plastic cup 02kg ? $ 050 2850
Butter Vallo Finland foil wrap 05 kg ? $ 230 13110
Gefilus Kefir Vallo Finland Tetrapak 1 liter ? $ 160 9120
Kefir Vallo Finland Tetrapak 1 liter ? $ 1 15 6555

I Kefir Ochakovo Moscow Tetrapak 1 liter ? RR 4552 4552
Sour Cream Vallo Finland plastic cup 02 kg 120 $ 080 4560
Sour Cream Vallo Finland plastiC cup 025 kg 420 $ 140 7980
Sour Cream Vallo Finland plastiC cup o5kg 420 $ 385 21945

I UHTMllk Vallo Finland TetraBnk 1 liter 1 5 $ 105 5985
UHTMllk Vallo Finland TetraBrlk 1 liter - $ 105 5985
UHTMllk Wlmm-BIII-Oann TetraBnk 1 liter 35 RR 4268 4268

Moscow

I
I
I
I
I
I
I
I
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AppendIX C

PenetratIng the Moscow Market
WIth DaIry Products Produced In Vologda

DISCUSSIOn GUIde for WorkIng MeetIng
2/5/97

Project ObjectIves
- brand buIldIng to create sustaInable competItive advantage for a cooperatIvely marketed

Vologda-based daIry brand WhICh targets the upscale (Western) Moscow market
- to develop a process WhICh encourages the growth of Vologda-based daIry manufacturers

through both thIs and future cooperative marketmg efforts
- to begm developIng the hIghest level "customer-onented" marketIng process of all RussIan

daIry brands

Key Leverage POInts
- processIng of hIgh qualIty daIry products
- strong consumer and retaIler recogmtIOn for Vologda's hentage of daIry qualIty
- domestIcally made "RussIan'l products
- concentrated, well managed processIng base WIth broad product-lIne capabIlIties
- Chemomcs support In entenng Moscow market

Focus on SatisfyIng RetaIl and Customer Needs by DelIvenng QualIty
- conSIstent product
- conSIstent delIvery
- contemporary packagmg
- labelIng WhICh commumcates Vologda Image and proVIdes shelf presence
- serVIce IdentIfyIng customer expectatIOns and proactIvely dealIng WIth potential problems

BecomIng Market-Ready
-DIScussIon of MarketIng Elements-

Product
Objective to convmce upscale store managers and theIr customers of products' high quahty
performance
Key ConSIderations
- certIfIed qualIty standards (examme RUSSIan and European, attend to shelf lIfe Issue)
- delIvenng consIstent product qualIty and taste across aSSOCiatIon plants
- provIdmg conSIstent qualIty year round

C-I



Packagmg
ObJectIve, to create dlstmctlve contemporary European-style/quahty packagmg and labelmg
whIch carnes a common Vologda brand/logo
Key ConSIderatIons
- selectIng common packagmg and labelIng versus common logo
- mc1udmg bar codmg
- creatmg European-style graphIcs
- determmmg packagmg attrIbutes (qualIty, made m Vologda/RussIa, hentage)

Pncmg
ObJectIve to mtroduce hIgher margm products WhICh are competItIve WIth European brands,
yet pnced hIgher than alternatIve RussIan brands
Key ConSIderatIOns
- decIdmg upon umform pncmg for products
- exammmg dIscounts and terms

PromotIon
ObJectIve to stlillulate brand/qualIty recogmtion for Vologda-based daIry products among
both Western retaIl grocers and therr up-scale target consumers
Key ConSIderatIons
- learmngs from other products launched mto Moscow market, and from your own

expenence penetratmg other markets
- examllling avenues for promotIonal/publIc relatIOns efforts

DIstrIbutIon
ObJectIve, to develop a relIable, low cost, fleXIble dIstnbution system
Key ConSIderatIons
- transportatIOn/wholesale OptIOns and cost estlillates
- exarmmng settmg up Moscow warehouse
- examImng opportumty to carry return freIght
- evaluatmg pOSSIbIlIty of transportmg non-daIry products to the same Moscow markets

InformatIon Systems
0bJectIye, to be capable of trackmg product movement and profItabIlIty on a product and
store baSIS, to be capable of capturmg target audIence consumer InformatIon
Key ConsIderatIons!
- developmg a common/compatIble sales and mventory trackmg system for aSSOCIatIOn

members
- IdentIfymg and connectmg to sources of mformatIOn regardmg the Moscow target

audIence's behaVIOral and consumptIOn trends, and product preference

New Product Development
ObJectIve, to be capable of IdentIfymg, developmg and mtroducmg hIgher margm new
products
Key ConSIderatIons
- InformatIOn capabIlItIes (competItIve set, added value, product dIfferentiatIOn, )
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- test marketmg products

Next Steps
- addressmg fundamental brand buIldmg Issues, mcludIng
- product lIne, product consIstency, packagmg, dIstnbutIOn,
- aSSocIatIOn structure and membershIp

The Types of QuestIOns That the Vologda DaIry Producers
Should Be Prepared to Answer From Moscow RetaIlers

Q - Tell me about the steps you take to make your products qualIty ones

Q - How WIll you msure consIstent qualIty between plants (for each product type)? DISCUSS
product qualIty assurance m terms of refngeratIOn

Q - What WIll be your product lme, when wIll It be ready?

Q - How frequently can we expect delIvery?

Q - What IS the mImmum order per delIvery?

Q - How wIll the product be transported/warehoused/delIvered?

Q - What does your fullime of packagmg look lIke, and when WIll It be ready?

Q - What, If anythIng WIll you do to promote your products?

Q - What IS your long term pnce commItment?
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