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Fellow Shareowners:

Just a few months ago, Vlasic Foods International was created as an
independent company following our spin-off from Campbell Soup Company.
Since that time we have become more excited than ever about the
prospects for your company.

We have benefited tremendously from the high recognition and
exceptional consumer acceptance of our major brands. However, this year
we also had to take the difficult steps that all newly formed companies
face as we create an infrastructure and develop strategies that will help
us maximize our potential for growth.

The investments necessary to get this company up and rolling have
been considerable and our initial financial results reflect this outflow. We
are highly encouraged by our brands’ potential for growth and expect
that, in 1999 and beyond, the real value of Vlasic Foods International as a
free standing entity will be fully realized as we Unleash the Potential of

the company to maximize shareowner value.
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To begin this furnaround we are developing and implementing a
5-part program to build shareowner wealth: 1) brand and volume
building initiatives; 2) cost savings actions across all businesses; 3) asset
management to maximize returns: 4) portfolio reconfiguration; and
5) capital structure management. As we progress through 1999 and
beyond, each of these elements will unfold as we take clear steps to build
long-term shareowner value.

Clearly, the future of Vlasic Foods International begins primarily
with our Vlasic and Swanson brands. And accordingly, our emphasis will
be on “investing to win” in these two prime enterprises.

Vlasic pickles and condiments and Swanson frozen foods both are
icon brands with commanding share positions. The challenge now is to
grow from this strong base. We will dramatically increase investments in
marketing, product development and advertising to grow their top and
bottom lines. We are committed to growing these jewels, and we expect to

begin to achieve sustainable growth in 1999, only a year after our spin-off.



The Vlasic Stork, one
of the most reeug'n\i‘;;ad
brand symbols in the
U.S., celebrates its 25th
birthday this year. The
stork delivers Vlasic's
high-quality product

message to consumers.
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To fund the growth and investment in these two premier brands, we
are fortunate to have the resources generated by our five other businesses —
Vlasic Farms fresh mushrooms and Open Pit barbecue sauces in the U.S;
Freshbake frozen foods and Stratford-Upon-Avon grocery products in the
United Kingdom; and Swift meats in Argentina. We will focus on improving
financial results in these businesses to provide funds for growth.

Our commitment to focusing on our best businesses, and marshalling’
resources to invest in them, also resulted in our decision to divest
Kattus, the gourmet German distribution business. Kattus does not fit
with our strategic focus because it is a distribution business and not a
leading, branded food business. This sale will generate cash for investment
and allow us to concentrate management attention on our biggest
opportunities: Vlasic and Swanson.

As we move forward, we plan to sustain the market leadership and
winning tradition that are so much a part of the Vlasic and Swanson
brand identities. With clearly focused marketing initiatives, strong
advertising support, innovative product development. and rigorous asset
and cost management, the potential for these brands is unlimited. It is up
to us to Unleash that Potential while we harness it to generate

maximum growth in shareowner value.

Unleashing a Power Brand — Vlasic

Vlasic is truly a power brand whose tremendous strengths will
be leveraged for advantage. It enjoys more than 95 percent consumer

awareness and holds a 32 percent share of its category, the leading

\ position. The Vlasic stork is one of the most recognized brand symbols in

the U.S., and carries our high quality competitive advantage to millions
of consumers. In fact, a survey conducted by one of the world’s leading
advertising agencies found Vlasic's brand strength and stature to be
among the highest in the food world.

In the years to come, we are committed to increasing sales through a
combination of exciting new products, enhanced marketing, improved

sales distribution and cost containment.

Product Innovation Sustains Leadership
As the leader in the category, it is up to us to drive innovation. In 1995,
Vlasic revolutionized the category with the introduction of Sandwich

Stackers®, an innovative new product that grew brand and category




Only three percent of

the 35 billion sandwiches
consumed each year are served
with a pickle, yet two out of
every three pickles consumed
are eaten with a sandwich.




Our new Vlasic

Hamburger Stackers
feature a specially
cultivated cucumber
that is erisp and
crunchy throughout.
The new pickle is
the world’s largest,
at more than 10
times the size of a
traditional variety.
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volumes by seven percent that year. Since the launch, Vlasic case volume
has increased 19 percent and Vlasic still maintains more than 50 percent
share of all products of its kind.

This year, as part of our efforts to Unleash the Potential of the
Vlasic brand, we are introducing a new product — Vlasic Hamburger
Stackers™. This product targets the largest pickle/sandwich behavior —
hamburgers — and should deliver solid incremental volume. It's an
exciting new product, providing a major consumer benefit — a giant slice
that covers an entire hamburger and provides pickle taste and crunch in
every bite. Best yet, our experts in research and development, who began
working on this product immediately following the Sandwich Stackers

success, have given us an extended head start on the competition.

Increasing Market Exposure

We are also pursuing growth opportunities through increased distribution.
This year Vlasic, the world’s leading pickle, will expand its relationship
with the world’s largest retail establishment — Wal-Mart Stores, Inc.
Expansion of our distribution network to new channels will generate
millions of dollars of incremental sales.

To build sales, Vlasic will enhance its overall marketing spending as
well. We plan to triple our advertising investment over the next two years
to tell consumers of our innovations and product benefits, while we work
simultaneously to make our advertising and marketing dollars more
efficient and effective. All these initiatives will utilize the Vlasic Stork,
celebrating its 25th anniversary this year as one of the advertising
world’s most successful and well-known icons.

Looking toward the future, growth lies in what we call the “pickle-
less sandwich opportunity.” Consider: only three percent of the 35 billion
sandwiches consumed each year are served with a pickle, yet two out of
every three pickles consumed are eaten with a sandwich. By expanding
the existing marketplace for our market-leading brand, Vlasic stands to
benefit enormously. Said another way, that’s a peck of pickle profit
potential! ... and we can say it three times fast!

We will leverage the strength of the Vlasic brand name in the coming
years by extending its use to our mushroom business, which has been
renamed Vlasic Farms. We are also exploring other ways we may prudently
use this power brand name with other products where the synergies and

market opportunities can help us to enhance shareowner wealth.
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Vlasic Hamburger Stackers™
is an exciting new product,
providing a major consumer
benefit — a giant slice that
covers an entire hamburger
and provides pickle taste
and crunch in every bite.




The new "Make New
Memories with

Swanson” advertising
campaign marks the
first T.V. advertising
for the brand in nearly
10 years.
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Revitalizing an Icon — Swanson

In 1896 at the tender age of 17, Carl Swanson, founder of the company
that would change the way America eats, arrived at Ellis Island with a tag
around his neck, “Carl Swanson, Swedish. Send me to Omaha. I speak no
English.” From those humble beginnings stands the Swanson frozen
foods business with more than $450 million in sales. The original
Swanson aluminum tray — retired in 1987 in place of a microwavable
version — resides in the Smithsonian, evidence of the brand’s enduring
position in American life.

Just as young Carl Swanson carried with him a direction that was
clear and concise, the focus today of the entire Swanson business is clear:
take this jewel and revitalize it into a thriving enterprise with strategic
line extensions, new product innovation, strong marketing support and
improved profits.

We begin from a position of power. The Swanson line holds the
number one ranking in frozen dinners. pot pies and breakfast entrees in
the U.S. In fact, Swanson chicken pot pies are the number three selling
item of all frozen foods sold in supermarkets throughout the U.S.! And,
in Canada, Swanson dinners hold more than 50 percent share of the
branded market.

Our growth strategies for Swanson are designed to deliver both
top and bottom line increases with initiatives to meet three fundamental

business criteria:

1) introduce or re-launch major business segments, based on
consumer research, that are large enough to advertise nationally,

2) contemporize the Swanson brand and improve product quality
wherever possible, and

3) improve the overall economics and profitability of the business.

We have already begun this process with our greatest volume product:
Swanson fried chicken. Using all three of the criteria cited above, we
instituted a re-engineering of our entire manufacturing system, based on
customer feedback and financial analysis. For example, consumers told us
they wanted more meat and less bones with their fried chicken, so we
have introduced new and improved products, including Boneless Fried
Chicken and natural proportion varieties with white and dark meat
pieces. In addition, we reduced complexity and maximized utilization in
our manufacturing process.

As an example of what shareowners may expect as results, our

initiatives will move this segment, representing 25 percent of the
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The re-launched Swanson
fried chicken delivers
superior consumer value.
Of equal importance, it
improves the business
from marginally profitable
to a strong earnings
contributor.
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$300 million in Swanson dinner sales, from a financial drain to a solid
contributor. We are now readying several other programs that follow a
similar model. The result? Consumers, shareowners and the brand all

come out winners.

Marketing Support Adds to the Equation
Similar to our initiatives in support of the Vlasic brand, we will triple
Swanson advertising spending over the next two years to fuel growth. A
new television campaign, “Make New Memories with Swanson,” taps into
the nostalgia and warm memories evoked by the brand. Who doesn’t
remember enjoying a T.V. dinner and eating the dessert first? Consumers
have told us of their recollections, and we will bring them into the present
to share with new generations.
We also are contemporizing the marketing of our Fun Feast" kids’
dinners and our Hungry-Man® line. For Fun Feast, we have begun a tie-in Consumers love our

with the Cartoon Network™, prominently featuring Scooby-Doo'" on our Duspegvid S

fried chicken dinners
package along with games and puzzles inside. To spur continuity purchases, T
we will offer Scooby-Doo sticker kits in every box and encourage collection

of all six sets. Our Hungry-Man brand is bringing back its original

spokesperson — football legend “Mean” Joe Greene — to generate excitement.
He will be the centerpiece of an exciting football promotion that will be
supported by further advertising.

Just as we've expanded the distribution opportunities for our Vlasic
products, we will be reaching out to new partners to sell our Swanson
line. We know that approximately 15 percent of all competitors’ sales
come from non-grocery store channels, while the next Swanson dinner
purchased in a clubstore will be the first. This year we are launching

a series of initiatives to capture our fair share of this market, : '\

= -

including a four-pack bundle of Hungry-Man products aimed / )
directly at the clubstore consumer. - / g2k
With meaningful investments in new products, improved
quality, extended distribution, and cost effective manufacturing,
we believe the next several years will bring renewed growth to the

Swanson brand, and excellent returns to shareowners.
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Football great “"Mean”

Joe Greene, the original
Hungry-Man spokesperson,
will help further extend
the “Make New Memories

with Swanson” advertising

campaign.

The ever popular Scooby-Doo!
will be a part of the revital-
ization of the Swanson Fun
Feast kids meal line.
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Cartoon Network™ and Cartoon Network logo are trademarks of Cartoon Network, Inc.
Seooby-Doo™ and all related charactors and elements are trademarks of Hanna-Barbera.
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This year we are
launching initiatives to
capture share of the
non-grocery store market,
including a four-pack
bundle of Hungry-Man
products aimed directly
at the clubstore consumer.
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Investing to Win — Business Turnarounds

As a company committed to delivering superior shareowner value
creation, we know we must establish clear roles for our businesses and
allocate resources in a manner consistent with those roles. Since Vlasic
and Swanson are our most strategic businesses, as well as those with the
greatest growth potential, they are where we are “investing to win.”

We are fortunate to have a portfolio that includes other businesses
that are leaders in their categories to generate investment funding. The
newly renamed Vlasic Farms is one of the largest providers of fresh
mushrooms in the U.S.; Open Pit is the leading barbecue sauce in the
Midwest U.S.; Freshbake is the largest brand of frozen foods in the United
Kingdom where it is known for its high quality products; Stratford-upon-
Avon leads in several important food service categories in the U.K.; and
Swift-Armour leads in spreadable meats in Argentina.

These are formidable positions to build upon. However, because these
businesses have not carried their full weight in delivering returns on
investment, they will contribute to Unleashing Potential in other ways —
by delivering superior profit growth, not topline growth. We are determined

Freshbake is

to make dramatic profit improvements in fiscal year 1999 that will be used,
implementing programs

in turn, to fund profitable growth and investment programs. Each of these to increase earnings

businesses has enormous potential to be unleashed, and our plans call for through asset manage-

n . " . . . ment and foeusing on its
more than tripling their combined operating profits in the coming years.

core, including new
Our Vlasic Farms mushroom business provides an excellent example vegetarian sausages.

of how this will work. Prior to our spin-off, the mushroom business was

part of an operations group whose main purpose was to supply mushrooms

for use in other products. Production costs were high, sometimes as much

as 15-20 percent above the industry average. Now, however, a turnaround

has begun. In 1998, we began a comprehensive program to reduce total

costs $12 million over a three-year period. Although just begun this

past year, the program has already saved $4 million and is on track to

deliver an additional $4 million in the 1999 fiscal year and a like amount

in fiscal 2000.
In addition to reducing costs, the fresh mushroom business is also

moving to improve quality and increase total productivity. Our new Vlasic

Farms brand will easily be the best known in the mushroom section of the

store. As costs become competitive, we will seek profitable opportunities to

grow through product and package innovation, and through creative

marketing and sales approaches. In the interim, the profits generated by

increased efficiency will fund additional growth in the Vlasic and

Swanson lines.




