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positive territory – Market Overview

Four years after conventional retailers 
first tipped the industry scale, selling 
more natural products than “natural 
retailers” did, independents have 
joined forces to resist the competition, 
preserving modest sales growth, 
stemming the tide of store closures 
and lifting morale to a level it hasn’t 
reached in years. ➪ 

New Morning Market

Comeback 
year

By Lisa MarshallBy Lisa MarshallBy Lisa Marshall

MULTILEVEL 
MARKETING: 7%

2018: $11.3 B
2018 growth: 6.4%

PRACTITIONERS: 4%
2018: $5.8 B

2018 growth: 7.3%

MAIL ORDER: 3%
2018: $4.7 B

2018 growth: 2.3%

INTERNET: 5%
2018: $7.5 B

2018 growth: 17.2%

37% NATURAL PRODUCTS 
RETAILERS: 

2018: $58 B
2018 growth: 3.2%
Food: $34 B
Supplements: $16.3 B
Personal care/other: $7.7 B 

45% CONVENTIONAL 
RETAILERS: 

(includes food, drug, mass, convenience, club) 
2018: $70.3 B
2018 growth: 7.1%
Food: $50.5 B
Supplements: $12.2 B
Personal care/other: $7.6 B

Source: NFM/NBJ

The $158 billion natural market

AFTER YEARS OF LOSING MARKET SHARE TO COMPETITORS, 
INDEPENDENTS ARE JOINING FORCES, FIGHTING BACK AND RECLAIMING 

THEIR SPACE IN THE INDUSTRY THEY CREATED

Sales 2017 (B) 2018 (B) %  growth

Total natural 
sales in retail

$121.8 $128.3 5.3%

Total natural 
sales nonretail

$27.0 $29.3 8.4%
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Key to charts 
Natural channel: Includes chain and natural, health and supplement stores such as Whole Foods Market and small retailers not 
included by SPINS

Conventional channel: Food, drug and mass merchandisers, including Walmart, convenience and club.

B: Billions of dollars     M: Millions of dollars     K: Thousands of dollars

Charts are courtesy of retailer surveys conducted by Natural Foods Merchandiser and Nutrition Business Journal. NFM would like to 
thank the following individuals for their work on the report: Carla Ooyen, Ooyen Research, market research analysis; Charlotte Merse-
lis, call center staff; Andrew Monroe, call center staff.

Natural products store 2018 sales by category
Total 

sales (M)
% 

change 
from 2017

Category 
as % 

of total 
sales

Organic 
sales (M)

% change 
from 
2017

% of 
category 

that is 
organic

% of total 
organic 

sales

Dairy $4,047 1.5% 7% $2,658 0.0% 66% 15%

Fruit & vegetables $7,546 2.9% 13% $5,930 3.5% 79% 33%

Breads & grains $4,210 3.0% 7% $1,986 2.4% 47% 11%

Meat, fi sh, poultry $2,324 6.1% 4% $605 3.0% 26% 3%

Beverages $6,781 3.2% 12% $2,249 4.5% 33% 12%

Snack foods $3,350 3.5% 6% $878 5.1% 26% 5%

Packaged/prepared 
foods

$4,303 3.3% 7% $1,707 3.2% 40% 9%

Condiments $1,436 2.8% 2% $774 0.0% 54% 4%

Food TOTAL $33,996 3.1% 59% $16,788 2.8% 49% 92%

Supplements TOTAL $16,314 3.8% 28% $468 7.6% 3% 3%

Personal care 
& other products TOTAL

$7,731 2.6% 13% $921 -0.8% 12% 5%

2018 TOTAL $58,041 3.2% 100% $18,177 2.7% 31% 100%

2017 RESTATED TOTAL $56,215

 

Supplement sales
Total sales 

(M)
% change 
from 2017

Vitamins $5,574 2.5%

Minerals $1,360 -0.4%

Herbs/botanicals $2,804 6.9%

Sports $3,152 5.7%

Meal supplements $556 4.5%

Specialty $2,426 3.4%

Homeopathy $443 3.5%

TOTAL $16,314 3.8%

 

A collaboration with Nutrition 
Business Journal, the 2019 
NFM Market Overview reports 2018 
sales statistics from 390 respondents 
who answered questions about 
their operations.

Source: NFM Market Overview/Nutrition Business Journal/SPINS 

(Totals may not add up because of rounding.)

Note: NBJ includes homeopathics in specialty, but NFM has 

historically created a separate category because the FDA 

regulates them as drugs.    

Source: NFM/NBJ

Total food sales growth

Personal care sales growth

Supplements sales growth

10%

11%33%

27%

20%

10%

12%

26%

32%

16%

34%

35%

9%

20%

6%

Source: NFM survey responses

    Declined

    Flat (0%)

    Up 1% to 5%

    Up 5% to 10%

    Up more than 10%



July/August 2019  Natural Foods Merchandiser - NFMnewhope.com

positive territory – Market Overview

Average sales by square footage
Natural products stores Health food stores Supplement stores

<=3,000 

sq. ft. retail

3,001-6,000

sq. ft. retail

>6,000 

sq. ft. retail

<=2,000

sq. ft. retail 

>2,000

sq. ft. retail

<=1,200

sq. ft. retail

>1,200

sq. ft. retail

Avg. sales in 2018 $1.1 M $3.6 M $9.7 M $490 K $2.4 M $320 K $819 K

Avg. overall net sales change 4.9% 3.7% 4.0% 4.1% 3.8% 2.2% 5.1%

% of stores with sales increase 65% 67% 66% 65% 70% 46% 63%

Avg. sales increase 8.7% 7.5% 7.0% 7.0% 6.1% 8.8% 9.3%

% of stores with sales 
decrease

23% 16% 19% 10% 13% 29% 13%

Avg. sales decrease -3.3% -8.3% -3.4% -4.5% -4.0% -6.5% -5.8%

% of stores unchanged 12% 18% 16% 26% 17% 25% 25%

Percent expecting stronger 
growth in 2019

55% 53% 39% 56% 45% 50% 50%

 

Average sales per store
Total Natural products 

stores
Health food 

stores
Supplement 

stores

Avg. sales 2018 $3.5 M $5.6 M $1.6 M $608 K

Avg. overall net sales change 4.0% 4.1% 3.9% 3.9%

% of stores with sales increase 64% 66% 68% 56%

Avg. sales increase 7.6% 7.6% 6.4% 9.1%

% of stores with sales 
decrease

17% 19% 12% 19%

Avg. sales decrease -4.9% -4.6% -4.1% -6.2%

% of stores unchanged 19% 15% 20% 25%

Percent expecting stronger 
growth in 2019

               49%                48%                49%                50%

 

“There was a lot of fear at first, but this year 
the independents are fighting back,” says Danelle 
Rydel, director of member relations for the St. 
Paul, Minnesota-based Independent Natural 
Food Retailers Association. “They are looking to 
reclaim market share and they are coming 
on strong.”

In 2018, overall sales of natural products 
reached $158 billion, up about 6 percent from 
2017, according to Natural Foods Merchandiser’s 
latest Natural Retailer Market Overview Survey. 
Natural retailers saw sales grow 3 percent, 
holding steady with the same year-over-year 
gains they experienced the previous year. 
Their market share also remained relatively 

unchanged at 37% compared to the 45% share 
staked by conventional retailers.

Independents, specifically, saw average growth 
of 4% year-over-year, up from a 3% year-over-
year increase in 2017, the survey showed. “Low 
single digits may seem modest, but given all 
the forces aligned against independents, that’s 
actually pretty respectable,” says Jay Jacobowitz, 
founder of Brattleboro, Vermont-based 
consulting firm Retail Insights.

In other hopeful signs, about one-quarter of 
independent retailers either remodeled or added 
on to their stores in 2018, while only about 2% 
say they intend to close this year. 

Competition from conventional retailers 

is, no doubt, still stiff. But thanks to longtime 
owners sticking to their community-oriented 
roots, second-generation retailers freshening up 
their parents’ stores and independents nationwide 
coming up with new ways to band together, the 
future may be looking up, retailers say. About 
64% of independents already saw sales rise in 
2018, and half envision them rising even more 
this year.

“Has competition hurt us at times? Yes,” 
says John Dyke, founder of the Turnip Truck 
in Nashville, Tennessee, which will celebrate its 
18th anniversary this year by opening its third 
location. “But independents are really becoming 
a community of strong solidarity. We are holding 
hands and marching forward.”

Shifting competitive landscape
In 2014, 35% of natural retailers reported 
that a competitor had moved into their 
neighborhood the previous year. In 2018, that 
number fell to 22%. That could be due in 
part to a slight slowing of competition from 
so-called “supernaturals,” large specialty chains 
such as Whole Foods Market, Sprouts Farmers 
Market, Lucky’s Market and Fresh Thyme 
Farmers Market.

According to Jacobowitz’s research, 
supernaturals opened 76 new stores in 2018 
versus 97 in 2017. Notably, the average size of 
those stores is getting bigger; they averaged 
33,830 square feet in 2018, up about 50 percent. 

Meanwhile, Whole Foods recently scrapped 
plans to expand its line of smaller, cheaper, 
no-frills 365 stores. Plus, dire predictions about 
the impact of Amazon’s purchase of Whole 
Foods have not materialized.

“Amazon set the expectation that prices at 
Whole Foods would come down significantly, 
but the reality has been less so,” Jacobowitz says. 
“The culture in the stores also appears to have 
degraded, with many longtime employees exiting 
and those remaining modeling less enthusiasm, 
according to some shopper reports.”

Conventional stores, which notched a healthy 
7% sales boost in 2018, remain the greatest 
threat to many natural retailers, says Rydel, 
adding that “just about every conventional store 
has a natural food section now.”

Internet sales, which jumped 17% between 
2017 and 2018, are also a looming threat, with 
conventional brick-and-mortar stores expanding 

Source: NFM/NBJ

Source: NFM/NBJ

➪
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their online-ordering and home-delivery game and ecommerce giants 
opening brick-and-mortar storefronts. 

In May 2018, Kroger announced it was partnering with U.K.-based 
online supermarket Ocado to enhance Kroger’s “digital and robotics 
capabilities” to “serve customers anything, anytime, anywhere in the U.S.” 
Amazon—which already hosts about a dozen Amazon Go stores where 
shoppers use an app to pay with “no lines and no checkout”—is now 
reportedly mulling plans to launch a new grocery store chain.

“Shoppers now expect to be able to get anything they want 
delivered, and that is forcing brick-and-mortar retailers of all sizes 
to shift resources f rom building stores to building out their internet 
capabilities,” Jacobowitz says.

So how can natural retailers, with smaller footprints and tighter 
budgets, survive and thrive amid all this? Upping their social 
media and online delivery games is important, experts say. But even 
more critical is staying true to the industry’s roots of community 

involvement, environmental sustainability and fresh food.
“We are hearing more and more that consumers are looking to break 

away from that online space and enjoy real people, real food and real 
experiences,” Rydel says. “They’re looking for the human side of food.”

The power of generosity 
No retailer epitomizes the spirit of community involvement more than 
New Earth Market owner Kevin Cotter, whose locations in Yuba City 
and Chico, California, have weathered a series of devastating natural 
disasters in recent years.

In February 2017, after heavy rains and a spillway crack triggered 
fears that the upstream Oroville Dam might collapse, nearly 200,000 
people were evacuated from the region surrounding the Yuba City 
store. Cotter quickly gathered a skeleton crew and kept the store 
open, providing food for emergency responders and others who stayed 
behind. A few months later, when the Cascade fire broke out nearby, 

Source: NFM/NBJ

Business statistics
Total Natural 

products 
stores

Health 
food stores

Supplement 
stores

Natural products stores Health food stores Supplement stores

<=3,000 

sq. ft. retail

3,001-6,000

sq. ft. retail

>6,000 

sq. ft. retail

<=2,000

sq. ft. retail 

>2,000

sq. ft. retail

<=1,200

sq. ft. retail

>1,200

sq. ft. retail

Average number of natural products 
stores under same ownership

 1.4  1.5  1.4  1.4  1.3  1.3  1.8  1.1  1.6  1.1  1.6 

Average square feet of store (retail 
only)

 5,071  6,919  3,594  1,900  1,912  4,569  12,270  1,443  5,317  966  2,627 

Average annual sales per retail 
square foot

 $686  $816  $450  $320  $584  $794  $791  $340  $446  $331  $312 

Average number of years store has 
been open

 30.5  30.7  30.6  30.1  23.3  33.8  35.1  23.6  34.1  24.6  33.5 

Average sales allocation

USDA Certifi ed Organic (70% 
organic or more)

54% 56% 54% 47% 62% 59% 49% 53% 54% 50% 45%

Natural products 40% 38% 42% 44% 32% 38% 44% 43% 42% 39% 47%

Conventional products 6% 6% 4% 9% 7% 3% 7% 4% 4% 10% 8%

Other 0% 0% 0% 0% 0% 0% 0% 0% 0% 1% 0%

% sales non-GMO certifi ed 57% 60% 53% 55% 69% 56% 54% 54% 52% 59% 52%

Customers

Average number of customers 
per day

 393  642  148  62  164  415  965  57  221  31  85 

Average sale per customer  $36  $30  $37  $45  $31  $29  $31  $43  $34  $43  $46 

Employees

Average number of 
full-time employees

 16  27  7  3  6  22  50  2  10  2  4 

Average number of part-time 
employees — 15-30 hours

 9  15  6  2  5  14  24  3  8  1  3 

Average number of part-time 
employees — <15 hours

 1  2  1  1  1  2  4  0  1  1  1 
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burning 142 homes, the store gave a $100 gift card to every one of 
those homeowners. 

Then in November 2018, when the catastrophic Camp Fire ensued 
in nearby Paradise, burning down 14,000 homes and leading to at least 
85 deaths, New Earth’s Chico location hung a sign that read “Butte 
Strong” to show its support and spent $25,000 on gift cards for people 
arriving at evacuation centers.

“Every day we had people in our store telling us they had lost their 
homes,” recalls Cotter, who founded New Earth in 2009 in a region 
surrounded by fast-food restaurants, with limited access to healthy 
food.

That generosity has been rewarded with loyalty. As Yuba City and 
Chico rapidly grow and competitors move in to get their slice of the 
business pie, New Earth’s business is thriving. 

“People know that we are locally owned, and we genuinely care 
about this community,” Cotter says. “That really resonates with them.”

Old-school commitment with 21st century upgrades 
Forty-one years after Bob Whitcomb opened Sunflower Market in 
Woodstock, New York, it too has staked its claim as the homegrown 
natural grocer. And unlike many 1970s-era stores that have been sold or 
shuttered in recent years, Sunflower is not only surviving but thriving, 
thanks to second-generation owners who have given it a modern upgrade.

“Our parents have lived and breathed this store for so long, and we 
wanted to carry on their legacy,” says Prakash Misra, who, along with wife 
Melissa, gradually began buying the business from her parents in 2015. 

The first year was rough, he concedes, as competition from big-box 
stores was growing and consumers were on the hunt for deals. But joining 
INFRA, which now includes 260 retailers nationwide, was a turning 
point in the company’s success, Misra notes. Through the organization’s 
cooperative buying agreements, Sunflower can get better prices, which 
enables it to offer customer deals on par with conventional stores. Plus, 
fellow INFRA members have been generous with advice.

Source: NFM/NBJ

Growth and competition
Total Natural 

products 
stores

Health food 
stores

Supplement 
stores

Natural products stores Health food stores Supplement stores

<=3,000 

sq. ft. retail

3,001-6,000

sq. ft. retail

>6,000 

sq. ft. retail

<=2,000

sq. ft. retail 

>2,000

sq. ft. retail

<=1,200

sq. ft. retail

>1,200

sq. ft. retail

2018

% that added onto one or 
more existing facilities in 
2018

4% 3% 7% 1% 5% 4% 2% 3% 8% 0% 2%

% that renovated/remodeled 
one or more of your existing 
facilities in 2018

20% 22% 18% 19% 15% 26% 25% 9% 23% 20% 18%

% that added one or more 
locations through a new 
build or acquisition in 2018

3% 2% 1% 7% 2% 0% 3% 0% 1% 3% 10%

% that closed one or more 
location(s) in 2018 

4% 3% 4% 5% 3% 4% 2% 5% 4% 2% 7%

None of the above 76% 74% 78% 77% 80% 68% 72% 89% 73% 77% 76%

% indicating competitor 
opened store in their region 
in 2018

22% 24% 22% 18% 15% 27% 30% 20% 23% 13% 20%

% indicating competitor 
closed store in their region 
in 2018

9% 6% 9% 16% 5% 2% 9% 9% 9% 20% 14%

2019

% that plan to add onto one 
or more existing facilities 
in 2019

4% 4% 5% 1% 5% 4% 3% 0% 7% 0% 2%

% that plan to renovate/re-
model one or more existing 
facilities in 2019

15% 15% 15% 16% 8% 13% 21% 11% 17% 7% 22%

% that plan to add one or 
more locations through a 
new build or acquisition
in 2019

4% 6% 4% 1% 3% 11% 5% 0% 6% 3% 0%

% plan to close one or more 
location(s) in 2019

2% 3% 1% 1% 5% 2% 0% 0% 1% 3% 0%

None of the above 78% 77% 78% 83% 86% 72% 71% 89% 73% 90% 78%

 

➪
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“They taught us how to run on lower margins and 
higher volume,” Misra says. “It was a shift in the way 
we had been doing business, and it was revolutionary.” 
Expanding the store’s fresh and grab-and-go offerings 
has also been key.

In 2016, Sunflower opened a second location, bought 
from another ’70s-era legacy owner. The company’s first 
move: to take advantage of the existing kitchen to prepare 
more grab-and-go items onsite. And now Sunflower is in 
the middle of a 9,000-square-foot expansion of its original 
store, which will include a hot bar, salad bar and small 
café with indoor-outdoor seating. They’ve also boosted 
the produce department by 30 percent and expanded meat 
and seafood by 50 percent.

 “The industry is all about fresh now,” Misra says. 
“From millennials to baby boomers, people want 
convenience, but they also want healthy food.”

Sustainability, Southern hospitality 
and solidarity
Turnip Truck owner Dyke says his secret to success 
has been to listen—to both his customers and his 
fellow retailers. “When I created this store 18 years 
ago, I said ‘This is your neighborhood store. Help us 
make it what you want it to be,’” he recalls.

Dyke has since placed seven beehives on the 
rooftop to help pollinate the flowers in the nearby 
parks, banned plastic bags entirely and done his best 
to carry almost exclusively certified-organic produce 
sourced from within a few hundred miles. 

He says his comparatively small size has enabled 
him to be nimble, hunting down unique customer 
requests when larger stores can’t do so. “The word ‘no’ 
is not in our vocabulary,” Dyke says. “We prefer to say 
‘Yes, let ’s see what we can figure out for you.’”

He too is expanding, with plans to open a third, 
15,000-square-foot store—complete with a rooftop 
covered in solar panels for electricity—this coming 
fall. And for the first time ever, he will have a Whole 
Foods within a mile radius. 

But Dyke is not nervous. “We just have to keep 
doing things better, smarter and wiser and keep telling 
our story,” he says. “If we do that, we as an industry 
will have a bright future ahead of us.”

Source: NFM/NBJ

Source: NFM/NBJ   
 
*includes specialty/gourmet, personal care (Body Shop, etc.), gyms, herb shops, mall stands, etc.  
**includes foods, supplements, other (personal care, books, household goods, etc.)
Reported sales may not match public company reported earnings due to non-nutrition sales, including market standard products.
Model considers 77% of Sprouts sales. GNC store counts and sales for company operated stores only.

Regional independent growth
Region Sales (B) % change from 2017 % of total

New England $2.65 4.9% 8%

Middle Atlantic $3.87 4.1% 12%

South Atlantic $4.08 3.5% 13%

East South Central $1.44 2.7% 5%

West South Central $3.92 3.0% 12%

East North Central $2.65 2.1% 8%

West North Central $2.53 3.9% 8%

Mountain $2.98 5.6% 9%

Pacifi c $7.56 4.6% 24%

Total $31.67 4.0% 100%

 

Universe of stores
Independents 
and small chains

Store size Number of 
stores

Nutrition sales 
(M)**

% of sales

Natural products store <=3000 sq. ft.  1,290  $1,832 3.2%

Natural products store 3001-6000 sq. ft.  1,263  $4,563 7.9%

Natural food supermarket >6000 sq. ft.  2,801  $16,075 27.7%

Health food store <=2000 sq. ft.  1,492  $1,448 2.5%

Health food store >2000 sq. ft.  1,863  $5,313 9.2%

Supplement store <=1200 sq. ft.  682 $ 815 1.4%

Supplement store >1200 sq. ft.  875  $1,625 2.8%

Total independents  10,266  $31,672 54.6%

Whole Foods Market  476  $16,535 28.5%

GNC  2,989 $1,498 2.6%

Vitamin Shoppe  774  $968 1.7%

Natural Grocers by Vitamin Cottage  151 $868 1.5%

Sprouts Farmers Market  313  $4,010 6.9%

Other*  10,745  $2,490 4.3%

Total independents and specialty  25,714  $58,041 100%

 

             Market Overview – positive territory

Forecast revenue growth for 2019
Growth expected in 2019 
compared with 2018

    About the same as 2018 

   We expect declines in 2019

   Much slower growth in 2019

   Much stronger growth in 2019

   Slightly slower growth in 2019

  Slightly stronger growth in 2019

39%
1%

41%

8%

8%

4%
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Market Overview methodology
The 2019 edition of Natural Foods Merchandiser’s  
Market Overview represents the 39th year the magazine 
has presented statistics on store operations and the state 
of the natural products industry. From $1.9 billion in 
1980 to $158 billion in 2018, sales in natural products 
stores have come a long way.

Just as the numbers vary each year, so does the 
methodology for collecting, compiling, analyzing and 
presenting the data. This issue marks the 21st year NFM 
has collaborated with Nutrition Business Journal, a New 
Hope Network sister publication and Informa property, to 
produce the data.

The inclusion of  NBJ allows for a more complete and 
robust perspective of the natural products retail industry. 
The sales contributions of natural and organic foods, 
dietary supplements and other natural products through 
such diverse channels as food, drug and mass retailers; 
multilevel marketing; health care practitioners; mail order; 
and the internet are also included in the $158 billion 
natural products industry figure depicted by the pie chart 
on page 27.

The primary vehicle for collecting data for the 
Market Overview is NFM ’s annual store survey. This 
survey was distributed to a representative segment of 
the natural products retail industry, including, but not 
limited to, natural products stores, health food stores 
and supplements stores. They were asked 50 questions 
pertaining to store operations. A total of 370 respondents 
from independent natural stores and chains reported the 
results of their calendar year 2018 operations.

Most of the operations data pertain to independent 
and small-chain retailers divided into three categories by 
sales mix and eight subcategories by size. This data subset 
represents 10,266 independent and chain stores.

The $58 billion natural products retail channel is 
broken down into product category and region, and 
includes eight store categories plus the biggest chains—
Whole Foods Market ($17 billion in sales), GNC ($1.5 

billion in sales at company owned stores), Vitamin Shoppe 
($968 million in sales), Natural Grocers by Vitamin 
Cottage ($868 million)—and other specialty retailers 
(specialty/gourmet shops, personal care stores, health clubs, 
co-ops, herb shops, mall stands, etc., totaling $2.5 billion).

Although most of the operating statistics are averaged 
or aggregated from the responses, estimating total product 
sales for the entire industry is challenging. Total product 
category sales and organic sales figures were derived 
from statistical analysis of survey results in each of the 
eight natural products retailer categories. Accurate and 
complete sales breakdowns were reported by 370 survey 
respondents. Aggregate sales figures and the percentage 
of organic were then compiled in each product category; 
the resulting proportions were applied to the total sales in 
each category.

For product breakdowns and organic sales 
information, data from large-chain respondents were 
incorporated into their appropriate store category. To 
complete industry sales subtotals from smaller natural 
product retailers, product sales in all of these store 
categories were added up. Organic figures were also 
compared and reconciled against findings from the 
Organic Trade Association’s 2019 Organic Industry 
Survey data, also compiled by New Hope Network in the 
first quarter of 2019. 

Data on mass-market sales and other sales channels 
are derived from several sources. In addition to the NFM 
survey, retail and consumer sales data is also compiled 
from NBJ , U.S. government sources, SPINS, IRI (a 
Chicago-based market research firm), surveys published 
by other trade publications and other sources.

Data for the mass market and non-retail channels are 
based on NBJ market estimates.

Not all of the results of the NFM Market Overview 
survey of 2018 performance and sales are directly comparable 
with 2019 results printed in the July/August 2019 issue of 
NFM, as certain adjustments have been made. 

Store category 
defi nitions
Natural products stores. These 
stores have 60 percent or more 
of sales from natural and organic 
food (40 percent or less of sales 
from supplements). They are 
typically the largest stores in the 
market and offer a wide array of 
products from supplements and 
body care to groceries, to cold and 
frozen, to produce. Foodservice 
(bakery and deli departments) are 
common, as well.

Health food stores. These stores 
have 20 percent or more of sales 
from natural and organic food, 
and at least 60 percent of total 
sales from natural and organic 
food and supplements combined. 
Normally they are smaller than 
natural products stores; and 
while they have grocery, cold and 
frozen sections, in addition to 
supplements and body care, the 
sections are probably smaller. If 
they have produce, it is more likely 
a modest offering.

Supplement stores. As this title 
indicates, these stores focus on 
supplements, with 60 percent or 
more of sales from supplements 
(20 percent or less of sales from 
natural and organic food). Their 
dominant product offering is 
supplements, usually with some 
body care and possibly a small 
grocery (drinks and snacks) 
offering. They are also the smallest 
stores in terms of retail space.

Change in net profi t margin
Net profi t margin in 2018 
compared with 2017

7%

17%

10%25%

27%

15%

   Negative 

   Broke even

    Less than 5% 

   6% to 10%

   11% to 20% 

   More than 20% 
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  delivering on the seal  – Market Overview

As the organic industry has evolved in the 
marketplace so too have consumer wants and needs. 
Consumers increasingly are demanding transparency 
in supply chains along with sustainable practices and 
even clean ingredient profi les in products. All of these 
things, including a desire for non-GMO and pesticide 
free, are inherently built into organic certifi cation 
and have therefore helped the organic label to hold 
its place as a recognized and desired label at retail. 
Consumers are recognizing that organic can be a safe bet when not quite sure 
which brands to trust.  Organic also continues to hold its place as a jumping 
off  point for other certifi cations such as regenerative organic agriculture, 
B corporations and grass fed. 

“� ere are so many strengths to the federal program that has built an 
industry that has reached $52.5 billion in annual sales,” says Laura Batcha, 
CEO and executive director of the Organic Trade Association. “Organic 
is now considered mainstream, but the attitudes surrounding organic are 
anything but status quo.” 

Growth in numbers
Showing its maturity, the organic industry—across all channels—has fallen 
into a pattern of steady year-over-year growth in the high single digits. 
According to the recently released Organic Trade Association’s Organic 
Industry Survey 2019 report, the overall industry grew by 6.3% in 2018 to hit 
that $52.5 billion in sales Batcha cited. Markedly, this growth rate remains 
above the 2.8% growth rate of the overall food marketplace. Further, as 
wholesale distributor UNFI reported earlier this year, natural and organic is 
fueling growth in the conventional channel at a rate of 7.1%. 

Food is the main driver in the organic marketplace, accounting for 91.3% 
of all organic sales and growing 5.9% in 2018. Additionally, organic food 
has attained a penetration rate of 5.7% into the overall food market. While 
the smaller nonfood organic sector—consisting of organic fi bers, dietary 
supplements, personal care, pet food, household cleaning products and 
fl owers—reported just $4.6 billion in sales last year and has yet to hit 1% 
penetration in the overall marketplace, it has maintained a higher growth rate 

By Nancy Coulter-Parker 

AS ORGANIC ENTERS MAINSTREAM STATUS, PRODUCT 
SALES GAIN GROUND AND INDUSTRY ACTIVISM PICKS UP

Organic overview 
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than food, notching 10.6%.  
Online natural products retailers such as � rive Market helped to fuel 

organic sales, especially in areas of the nation where organic is not readily 
available. “We get love letters from all over the country like ‘I am a single 
mom in rural Montana and I can’t get organic food. � ank you for existing,’” 
says Jeremiah McElwee, senior vice president of merchandising and product 
development at � rive Market. “We continue to scale, and the exciting part 
is we continue to reach more Americans who are lower income or have 
geographic roadblocks to organic and natural access.”

Now that organic products have moved into larger mass-market stores 
and online retail platforms, organic brands—especially those that off er shelf-
stable products—are fi nding they require an omnichannel sales strategy. � is 
move was reinforced by Whole Foods Market’s move to centralize the buying 
operations for its nearly 500 stores to its Austin, Texas, headquarters, which 
did not bode well for some smaller food brands or even dietary supplement 
companies that had relied on regional selling. Still, while the online 
marketplace is growing, organic produce and fresh products such as eggs, meat 
and poultry are still helping to drive sales in-store. 

Categorically speaking
� emes running through the organic marketplace in 2018 were similar to 
those percolating across the greater natural products marketplace. Lifestyle 
diets such as paleo and keto, as well as plant-based, allergen-free, grain-free, 
vegan and vegetarian diets, took center stage, with an emphasis on clean, 
simple ingredients and low sugar, high protein and higher healthy-fat profi les. 
� ese trends spanned snacks and packaged and prepared foods, as well as 
categories such as baking, in which shoppers are starting to eschew traditional 
brands in favor of newer, cleaner off erings. 

Consumer desire for convenience continued, with organic grab-and-go, 
premade and easy-to-make off erings performing well. � e easy-to-make trend 
was apparent not only in foodservice and fresh off erings but also in frozen—

often considered the new fresh—and even shelf-stable products, such as just-
add-water ramen bowls. 

Fruits and vegetables continued to play an integral role in the organic 
industry’s growth, accounting for 36.3% of all organic food sales. Meanwhile, 
organic dairy and yogurt sales fell, as the organic dairy category remains 
challenged by an oversupply of skim milk and consumers’ increasing interest in 
plant-based alternatives. But on a brighter note, organic eggs grew 9.3% in 2018. 

As in the overall natural products marketplace, the organic beverage aisle 
was a showcase of innovation last year. Beverages notched the second highest 
growth rate—8.5%—within organic food, trailing only the much-smaller 
organic meat, poultry and fi sh category, which grew by 11.2%. Organic 
functional beverages such as kombucha, along with low-sugar and sugar-
free off erings and naturally fl avored waters, especially captured consumer 
attention. Organic cold-brew coff ees continued to grow, while organic wines 
gained more popularity with millennials and increased their presence at retail, 
including in private label. 

Organic dietary supplements saw the strongest growth in the nonfood 
organic sector in 2018, followed by fi bers and personal care. Growth in these 
sectors shows that more consumers are grasping that the reasons they buy and 
eat organic food should also apply to the nonfood items they use and to the 
food and treats they give to their pets. 

As the fi bers industry overall embraces sustainability initiatives, organic 
is becoming a key part of those strategies because it off ers transparency 
throughout the supply chain. Organic also addresses the environmental 
impacts of the fi ber industry and cotton farming, as well as how they aff ect 
farmers and communities involved in producing textiles. 

Organic policy
Organic industry activism also increased last year, stemming in part from 
companies wanting to do more and act faster on organic-related issues—such 
as those related to soil health and climate change or animal welfare—than Michael Elkins

2018 organic food sales growth
Percentage total organic food sales grew in 2018 
compared with 2017.

2018 organic supplement sales growth
Percentage total organic supplement sales grew in 2018 
compared with 2017.
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government has been able to enact policies.
“� e government is slowing the advancement of the [organic] standard,” 

Batcha says. “But the positive news is that the industry is fi nding ways to 
innovate and get closer to the consumer without walking away from the 
organic program—they are innovating yet requiring that federal organic be 
in place. So whether it’s grass fed, regenerative or the Global Organic Textile 
Standard, they all have to be organic. � e industry is committed to standards 
and giving consumers what they want.”

Disappointment in government policy was felt by the industry in a few 
areas. For one, the U.S. Department of Agriculture rescinded the Organic 
Livestock and Poultry Practices ruling that was supposed to go into eff ect in 
May 2018. In response to this decision, OTA, together with the American 
Society for the Prevention of Cruelty to Animals and the Animal Welfare 
Institute, sued USDA. � e suit is ongoing.  

Additionally, USDA terminated the rulemaking process of the proposed 
organic checkoff  program in May 2018. However, the industry has 
subsequently rallied to create its own voluntary, opt-in program called GRO 
Organic (Generate Results and Opportunity for Organic), intended to do 
what a federal program would have done. As part of this initiative, OTA has 
partnered with Organic Voices, led by Stonyfi eld founder Gary Hirshberg, to 
fund a two-year nationwide campaign to promote organic. 

Organic also scored a few major wins last year, namely the 2018 Farm 
Bill, which provided the highest levels of funding for organic research to date. 
� e bill also removed hemp from the banned substances list and legalized 
hemp production as an agricultural commodity. Although there were very few 
certifi ed organic hemp-derived products on the market in 2018, a number of 
new organic entrants are expected this year. 

Many in the industry rallied around regenerative organic agriculture in 
2018, in part spurred on by research produced by � e Organic Center and 
others that highlights the potential of organic agriculture to increase the 
amount of carbon sequestration in the soil and contribute to climate change 
mitigation. 

� is potential, says Lisa Sedlar, founder and CEO of Green Zebra 
Grocery in Portland, Oregon, is precisely why organic farming practices are 
more important than ever. 

“We are losing our topsoil at such a rapid rate,” she says. “What is that soil 
going to look like for the next generation? We need to replace the nutrients 
and plant cover crops. People are not saying this loudly enough because 
organic has become part of our life. But organic and sustainable farming 
practices are for the next generation. We have to protect organic so that it 
continues to be a part of agricultural production.” 

July/August 2019  Natural Foods Merchandiser - NFM
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Broad-based consumer interest in health and wellness 
has helped drive the growth of natural and organic 
products throughout the food-retailing universe. � at 
growth has been bolstered by wider assortments of 
these products across all categories and increasing 
interest among conventional food retailers in 
attracting traditional natural channel shoppers.

“Conventional retailers have started to recognize the power of 
bringing natural and organic shoppers into their stores and have seen 
their average shopper basket grow signifi cantly,” says Daena Rexho, 
director of growth solutions at Naperville, Illinois-based KeHE 
Distributors. And given the strong growth of natural and organic 
products relative to conventional, mainstream food retailers need to carry 
these items in order to increase their overall sales, she adds.

� e pressure from natural- and organic-seeking consumers is also 
forcing conventional retailers to bring these items into their merchandise 
mixes more quickly than they have in the past. “We see the timeline 
shrinking from natural channel to conventional channel,” Rexho says. 
“It used to take years for a product to graduate over to the conventional 
channel, and now it might be months or [happen] at the same time.”

The Supermarket News 2019 Whole Health Survey of conventional 
and specialty grocers reflects this growth, as 72% of retailer respondents 
said that sales of health- and wellness-related categories have increased 
in the past 12 months. The average increase was 9%—several times 
higher than average same-store sales growth in the conventional 
supermarket industry.

� at jibes with data from research fi rm Nielsen, which found that 
sales of organics totaled more than $21 billion in 2018, with dollar sales 
up nearly 9% and unit sales up 8%. Organic products accounted for 3.5% 
of total food and beverage sales in 2018, compared with 3.3% in 2017 
and 2.4% in 2014.

Nearly nine in 10 households—8%—have purchased organic products, 
according to Nielsen. Millennials are at the forefront of driving organic 
sales growth, with a 13.8% increase in annual spending on organics. But 

TRADITIONAL GROCERS SEEK TO GROW MARKET BY 
CATERING TO NATURAL AND ORGANIC CONSUMERS

By Mark Hamstra

across the aisle – Market Overview

Conventional 
changes
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African-American and Hispanic consumers 
have also increased their organic spending 
by double digits in the past year—by 11.1% 
and 13.4%, respectively.

Organic products in particular have 
benefitted from increased consumer trust 
in the USDA Organic seal, putting it on 
par with similar claims regulated by the 
Food and Drug Administration, such 
as “heart healthy” and “low sodium,” 
according to Nielsen.

“While organic may seem like an old 
trend, it’s still resonating with consumers,” 
says Sarah Schmansky, vice president of 
growth and strategy at Nielsen. “Consumers 
are more focused on products that have 
some benefi t to them.”

In addition, the price diff erential 
between conventional and organic products 
has narrowed, making these products more 
accessible. � e average price gap shrunk 
to 24 cents in 2018, down from 27 cents 
in 2014, according to Nielsen data. (See 
sidebar for more.)

Private label expansion
Perhaps nothing has done more to increase 
the assortment and aff ordability of natural 
and organic products than the expansion 
of retailer private labels in these categories. 
Kroger Co.’s Simple Truth brand, for 
example, was the Cincinnati-based chain’s 
leading private label in terms of growth in 
2018, with a 15.3% increase in sales, making 
it a $2.3 billion brand. � e product line 
spans categories throughout the store and 
includes organic, free-from, natural and 
fair-trade items.

Other conventional supermarkets around 
the country have embraced the strategy of 
creating natural or organic store brands that 
make it easy for consumers to fi nd “clean” 
products. According to the Supermarket 
News 2019 Whole Health Survey, 72% of 
respondents said sales of natural/organic/
green private-label products increased in the 
past year.

“With consumers becoming more 
educated on the ingredients and products 
they are looking for, brands that list simple 
and recognizable ingredients on their 
nutrition panels are growing in popularity,” 
says Joe McQuesten, senior vice president 
of merchandising at SpartanNash, a Grand 
Rapids, Michigan-based retailer and 
wholesaler. “In turn, many have now coined 
these types of products ‘clean’ items.”

SpartanNash, for example, has embarked 

on a “Clean Ingredient Initiative,” focusing 
on removing synthetic colors, MSG and 
other out-of-favor ingredients from its 
products, including its exclusive Our Family 
and Open Acres private brands. “Additionally, 
the functionality of clean products and 
ingredients has taken center stage, as 
consumers continue to seek products that 
off er more for their well-being,” McQuesten 
adds. “Addressing health concerns through 
ingredients and food continues to be top of 
mind for consumers.”

Conventional stores—including 
SpartanNash’s Family Fare, Martin’s Super 
Markets, D&W Fresh Market, VG’s Grocery, 
Dan’s Supermarket and Family Fresh Market 
locations—are using shelf tags and signage 
to call out natural and organic products, 
McQuesten says. � ey are also merchandising 
these products to entice conventional 
consumers, with the goal of converting them 
into regular buyers of natural and organic. 

“For example, with chips, pretzels and 
snacks, creating a destination in the middle 
of the aisle for natural and organic products 
may encourage conventional buyers to try 
them,” McQuesten explains. In addition, he 
notes that consumer interest in natural, less-
processed products has helped drive them to 
shop the perimeter of the store.

As more consumers adopt plant-based 
diets, product innovation in the alternative 
meat, dairy, and cheese categories has also 
helped grow retail sales, “Conventional 
supermarkets are ensuring they have an 
assortment to meet those consumers’ needs,” 
McQuesten says. “SpartanNash has seen 
this shift fi rsthand, with sales growing 
6.3% in natural and specialty plant-based 
alternatives—including frozen, shelf stable                                               
and refrigerated—within the last year.”

� e Supermarket News survey showed 
that retailers anticipate ongoing growth in 
plant-based foods this year. Asked which 
better-for-you categories would see the most 
growth in 2019, 32% of respondents cited 
plant-based options, ahead of natural and 
organic grocery at 22% and organic produce 
at 12%.

Consumers seek natural, 
organic labels 
According to consumer research from NPD 
Group, 35% of all in-home eating occasions 
now include at least one item that is all-
natural or made with natural ingredients, 
making it the single largest food label in 
terms of consumption, says David Portalatin, 

Although the price differential between conventional 
and organic products has narrowed, many organic 
products still cost considerably more than their 
conventional counterparts. But that hasn’t slowed 
sales growth for many organic categories, Nielsen 
reports, as consumers increasingly seek out clean 
ingredient labels and better-for-you options. Some 
notable stats:

•   While retail sales of bread overall have 
declined at a compound annual growth rate 
of almost 1 percent over the past four years, 
organic bread sales are up nearly 22%—even 
though the average unit price is more than 
double.

•   Organic cheese has a four-year CAGR of 
26.3%, even though it carries up to a 30% 
price premium.

•   Organic eggs carry an 86% price premium yet 
have a four-year CAGR of 16.2%, compared 
to a 1.1% sales decline for eggs overall.

•   Organic yogurt dollar sales continue to grow 
even as the overall category cools off, boasting 
a four-year CAGR of 8% despite an average 
unit price nearly double the category average.

•   Organic fruits and vegetables are seeing 
double-digit growth in both grocery and 
produce departments, regardless of price 
premiums.

•   Organic milk is up, with a four-year CAGR of 
0.7%, despite an 89% price premium and a 
6.2% sales decline in the category overall.

Other organic categories growing signifi cantly, 
according to Nielsen, include:

•   Organic baby food, with a four-year CAGR of 
11.6% and only a 3% price premium; organic 
now accounts for 26% of the overall baby 
food category’s nearly $1.4 billion in sales.

•   Organic fresh meat, with a four-year CAGR of 
14.2%.

—Mark Hamstra

Organics grow with 
premium pricing

             Market Overview – across the aisle



vice president and food industry analyst at the 
fi rm.

Organic is the fastest growing label, however, 
with 24% of all at-home eating occasions 
now including at least one item that is either 
all organic or made with organic ingredients. 
Number two for growth is the non-GMO label, 
included in about 18% of eating occasions.

“It’s an indication of what we call the ‘path to 
purity’ inside the grocery store that consumers 
are really looking for,” Portalatin says. “It’s a 
very broad-based shift in terms of consumption. 
� erefore, the mainstream grocery stores 
have also had to shift to be in line with that 
consumer move.”

Consumers overall are adopting what 
Portalatin describes as a more holistic defi nition 
of eating healthy. “What consumers are really 
saying is that they want to live well,” which 
includes supporting both their physical and 
emotional well-being, Portalatin explains. “Food 
plays a role there—consumers are looking for 
food they feel good about, whether or not it 
checks the box on a certain level of nutrients. 
By that defi nition, my all-natural grass fed beef 

cheeseburger is something I can feel good about 
because it is natural, it may be locally sourced, 
it may check a lot of those boxes, but I’m not 
necessarily counting how many grams of fat or 
how much cholesterol is in it, compared to the 
past, when those factors were more important.” 

Consumers have also taken a more 
personalized approach to their health, in which 
they may be cherry-picking food attributes 
that make them feel good about what they are 
eating. � is is illustrated by the fact that 36% 
of consumers who say they are following a diet 
are following a diet of their own creation, says 
Portalatin, citing NPD Group research.

And because consumers are increasingly 
using food as medicine, KeHE’s Rexho 
says this is driving interest in products that 
provide added health benefi ts, such as pre- and 
probiotics, collagen and charcoal.

Differentiation, in-store 
experience key
Despite the growth of natural and organic sales 
in conventional supermarkets, Portalatin insists 
that independent natural and specialty retailers 

can still compete eff ectively. “I believe there 
will always be retailers who are in touch with 
a consumer segment and serve them well with 
a diff erentiated assortment or a better in-store 
experience,” he says. “� ose will always be 
opportunities in the marketplace, even as more 
of the broader grocery channels adopt these 
contemporary food values.”

Rexho agrees, pointing out that 
conventional retailers tend to lack in both 
innovation and product variety. “It is difficult 
for a conventional retailer to be first to market 
for many reasons, but more importantly, it ’s 
very expensive,” she says. “They need to take a 
risk and cut in a new item not for one or two 
stores, but for hundreds of them, and that’s 
just expensive and takes time.”

Conventional retailers also need to reserve 
a significant portion of their shelf space 
for conventional products and their own 
private labels. 

“� at doesn’t leave much space to have 
enough assortment variety for the core natural 
and organic specialty shoppers,” Rexho says.

across the aisle – Market Overview
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ALL THE HEMP CBD BUZZ PROVES PROMISING FOR SOME RETAILERS

By Todd Runestad

➪

The hemp hurrah 
Rarely has an ingredient been greeted with 
more enthusiasm than the everywhere-you-look 
phenomenon that is CBD—found on retail shelves 
ranging from bookshops to bike shops. But even 
more rarely has an ingredient provoked so much 
confusion. For as many answers it provides, there are 
as many questions.

Is it legal? Will it become legal? Does it work? Will it get me high? 
Where can I sell it? What can I say on the label?

� ose questions aren’t slowing down the brands coming into the space. 
By Nutrition Business Journal estimates, the U.S. sales of CBD/hemp oil 
products containing CBD reached $238 million in 2018, up 57 percent 
from 2017. Natural Products Expo West allowed CBD products for the fi rst 
time in 2015 and there were more than 100 exhibitors with off erings in the 
category in March.

And retailers, too, aren’t shying away from the fray. 
Ninety-two percent of retailers surveyed for the annual Natural Foods 

Merchandiser Market Overview said they sell CBD products. 

Of those who aren’t:
•  2% said they plan to start this year.
•  3% said they would once they are sure it’s legal.
•  2% said they never plan to. 
� e December 2018 passage of the landmark Farm Bill removed hemp 

from the federal government’s list of controlled substances and devolved 
authority over the legality of hemp cannabidiol to the states. Since then, 
there has been quite the whirlwind of legislation at the state level. � e news 
for retailers is mostly good—every state that has taken action has liberated 
the sale of hemp CBD. (Read more about the laws on page 48.)

While the natural products industry and a burgeoning cannabis industry 
are abuzz, the natural retail impact remains murky.  

No doubt about it, hemp CBD is driving foot traffi  c unlike some natural 
products retailers have ever seen. But is it saving the bottom line? Not likely. 
In fact, 18% of survey respondents replied that they “don’t know” what 
revenue would have been excluding CBD sales. Generally, those that have 
negative sales growth, likely still experienced sales in the red, and those 
growing gained a bit by selling CBD. 

Of course, there are those stores that are experiencing such tremendous 
growth that they keep a close eye on sales to make sure the glow of CBD 
success isn’t coloring their view on the whole of the supplement department. 
Summer Auerbach of Rainbow Blossom in Louisville, Kentucky, is one such 
proprietor. She runs two sets of fi nancials.

“Hemp-derived products have suddenly become a really signifi cant 
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Estimated store sales 
growth in 2018 without CBD
Store hemp CBD product 
revenues in 2018

Hemp CBD revenue by store size
Total Natural 

products 
stores

Health food 
stores

Supplement 
stores

Natural products stores Health food stores Supplement stores

<=3,000 

sq. ft. retail

3,001-6,000

sq. ft. retail

>6,000 

sq. ft. retail

<=2,000

sq. ft. retail 

>2,000

sq. ft. retail

<=1,200

sq. ft. retail

>1,200

sq. ft. retail

Less than $25,000 32% 32% 35% 27% 53% 23% 20% 47% 29% 36% 22%

$25,001 to $49,999 11% 11% 8% 15% 8% 14% 11% 9% 8% 11% 17%

$50,000 to $99,999 8% 5% 9% 12% 4% 2% 9% 9% 9% 7% 15%

$100,000 to $199,999 6% 7% 3% 7% 4% 7% 11% 0% 5% 0% 11%

$200,000 or more 4% 4% 6% 3% 0% 0% 11% 0% 9% 0% 4%

Don't know 39% 41% 39% 36% 31% 53% 39% 35% 41% 46% 30%

Average total store 
sales (all products)

$3.5 M $5.6 M $1.6 M $608 .4 $1.1 M $3.6 M $9.7 M $490.1 $2.4 M $320 $819 

 

Hemp CBD products stocked by store size
Total Natural 

products 
stores

Health food 
stores

Supplement 
stores

Natural products stores Health food stores Supplement stores

<=3,000 

sq. ft. retail

3,001-6,000

sq. ft. retail

>6,000 

sq. ft. retail

<=2,000

sq. ft. retail 

>2,000

sq. ft. retail

<=1,200

sq. ft. retail

>1,200

sq. ft. retail

CBD Foods 35% 43% 33% 24% 35% 55% 40% 29% 35% 25% 23%

CBD Beverages 47% 57% 42% 36% 55% 59% 58% 38% 43% 39% 33%

CBD Supplements 95% 92% 100% 93% 88% 93% 95% 100% 100% 86% 98%

CBD Topicals 88% 84% 91% 92% 78% 86% 86% 82% 96% 89% 94%

CBD Pet Products 44% 45% 47% 41% 37% 50% 47% 26% 57% 36% 44%

Other CBD products 9% 10% 7% 9% 12% 7% 11% 9% 6% 14% 6%

 

2%

    Down 2% to 10%

    Down more than 10%

    About fl at (0%)

    Up 2% to 5%

    Up 5% to 10%

    Up more than 10%

    Don’t Know

7%

23%

20%

18%
13%
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portion of our business, almost overnight,” Auerbach says. “CBD 
sales felt like they were signifi cant last year and yet this year they have 
grown like 2,000 percent.”

What will the 2019 hemp CBD strategy be at natural? It varies, 
but it’s supplement stores that put the most pressure on the products to 
perform, with 43% of supplement stores planning to “rely on CBD to 
be a major contributor to the overall bottom line.”  

Industrywide, 27% expect a bottom-line boost.
Other fi ndings included:
•  71% plan to expand promotion.
•  76% plan to increase product selection. 
•  21% expect CBD to be less important to the bottom line.
•  26% will sell CBD but don’t consider it an important business factor.
Hemp CBD provides natural products retailers an opportunity 

to shine as they do when becoming a source of trusted information 
and catering to new customers. Here’s how some are navigating the 
new frontier. 

Embracing new customers
� e media buzz around hemp CBD is bringing new shoppers—many 
of whom have only an inkling about how it works—into natural 
products stores. 

Nuts ’n Berries, an independent retailer in Atlanta, went all in 
on CBD to attract customers. According to co-owner Mari Geier, 
along with carrying 26 brands, the store put together brochures 
displaying giant hemp leaves and placed them in the front of the 
store. Nuts ’n Berries also advertised CBD on a billboard and on 
the marquee out front. 

Once inside the store, shoppers get to learn not just about CBD 
but also about the body’s endocannabinoid system. Supporting this 
system can yield a suite of health shifts—most of which can be 
supported further by other products the store carries, such as omega-3 
supplements and foods for an anti-infl ammation diet.

“Most of these [hemp CBD] customers wouldn’t be in our store 
for maybe another 15 years,” Geier says. “A lot of them are generally 
healthy. � ey’re coming into the natural foods market and it’s exciting, 
so we want to do something so they’ll be customers for life. We want 
to gain their trust for life. A lot of people are talking about CBD, and 
being that trusted source is a big deal.” 

Vouchsafing quality
� at kind of trust building includes serving as the gatekeeper that 
many in the natural products industry have done in their supplement 
aisles. Hemp CBD should be no diff erent. 

Geier says Nuts ’n Berries is the largest brick-and-mortar retailer of 
hemp CBD in the Southeast, and it receives 15 to 20 calls a day from 
CBD companies looking to get on its shelves. To assess the onslaught 
of eager brands, the store developed a three-point system. 

� e fi rst part of that assessment—and something that all retailers 
should adhere to—is to ensure hemp CBD makers have a baseline 
of product quality. “You should provide us a certifi cate of analysis 
and a panel of tests; you should be clearly labeling your products and 
providing education and support as a wholesaler,” Geier says. 

Online hemp CBD retailer Anavii Market, which sells eight brands 
and some 50 diff erent SKUs, also asks a lot of brands before allowing 
them onto its platform. 

“We created a third-party verifi cation system so that we know the 
products we’re providing to the end consumer are the best-quality 
products out there,” says Annie Rouse, co-founder of Anavii Market. 
“� ey must have proper lab tests that show contaminant testing, recall 
procedures, a batch record system and even U.S. Hemp Authority 

From Maine and New York to California, local police and health offi cials 
have taken actions aimed at removing cannabidiol-containing products 
from restaurants, health food stores and other retailers.

“Usually, it’s local police, although on occasion we’ve heard about 
health offi cials,” says Jonathan Miller, general counsel to the U.S. Hemp 
Roundtable, a coalition of hemp companies, and a member of Frost Brown 
Todd LLP.

In December, Congress passed the 2018 Farm Bill, refl ecting a 
seismic shift in U.S. cannabis policy. The new law removed hemp and its 
derivatives from the Controlled Substances Act and mandated that the 
plant be treated as an agricultural commodity like corn or potatoes.

The retail sale of CBD, nonetheless, faces hurdles. The Food and 
Drug Administration has asserted that CBD cannot be sold in dietary 
supplements or added to conventional food, and the Farm Bill did not 
preempt states from regulating hemp. For example, Idaho’s Uniform 
Controlled Substances Act doesn’t distinguish between marijuana and 
hemp with any amount of THC. 

Some jurisdictions have seized CBD products from store shelves or 
requested that retailers remove them. “We now know from a federal 
perspective that hemp is no longer a controlled substance, but these 
actions usually are the result of reliance on state or local laws,” Miller says.

Among the local agencies that have targeted CBD products is the 
Environmental Health Division of the Los Angeles County Department of 
Public Health. The L.A. health department states that only cannabis retail 
stores are permitted to sell CBD-infused foods and beverages approved by 
the local city and state. For example, according to the agency, the owner 
of a food facility was directed to stop selling a CBD-infused honey product.

Lawyers say that seizures of CBD products are less common than 
requests or demands that retailers remove the products from shelves and 
cease sales. “Most of the retailers are complying with these requests,” 
notes Rend Al-Mondhiry, senior counsel to Amin Talati Upadhye LLP, 
who advises companies on hemp regulations and laws. “They’re simply 
complying because they don’t want the situation to escalate with these 
local regulators.”

What should a retailer do if a police offi cer or health offi cial confi scates 
CBD products or threatens civil or criminal prosecution? 

Attorneys don’t dispense specifi c advice unless they are retained. Each 
case is unique—and any legal strategy in response to a threat from law 
enforcement, for example, is based on the specifi c facts, regulations and 
laws at issue. But Miller generally recommends retailers check the local 
laws and consult counsel before taking any action.

The good news is the risks facing retailers are fading gradually. In 2019 
alone, several states have already passed laws pertaining to hemp or CBD. 
Georgia, Maine, Washington and Wyoming are among them, and the 
Florida legislature passed a bill that hadn’t yet been signed by its governor, 
Ron DeSantis, as of press time. Separately, the FDA is assessing a potential 
legal pathway for CBD in dietary supplements and food through either a 
rulemaking process or federal legislation.

As the federal government and states increasingly embrace hemp and 
its derivatives, stories about seizures of CBD products from health food 
stores and restaurants—and threats of arrest—will be relegated to the 
news archives. “It’s going to be a process of the FDA coming to its fi nal 
conclusions and states passing laws to protect the retail sale of CBD,” 
Miller says.

       —Josh Long

Retailers of CBD products still risk 
encounters with police, health offi cials
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certifi cation seals.” Rouse says the Anavii Market even 
randomly pulls products and sends them out to its own 
third-party testing labs to confi rm the results brands have 
submitted. 

With many retailers nationwide setting high bars for 
product quality, top brands expect to show their cards. 
“Given the uncertainty around CBD in some areas, large 
natural retailers will be seeking out brands that have a very 
strong focus on quality control and compliance,” says Kevin 
Liebrock, chief operating offi  cer of leading hemp CBD 
brand Bluebird Botanicals. “We are already seeing that in the 
form of special new-item paperwork for CBD products.”

Selling stories and providing education
In a now-saturated market, with stores already chock-full 
of hemp CBD products, a vital point of diff erentiation 
for retailers is to stock brands that tell a story. � is is the 
second part of Nuts ’n Berries’ three-point system. “We 
want to be able to tell brand stories—that’s what we do, 
that’s how we sell products, and that goes for more than 
just CBD,” Geier says. “So if you don’t have a story, that 
kind of rules you out.” 

� e third brand attribute that Nuts ’n Berries looks 
for is a willingness to become partners with the store, 
which means supplying samples, marketing collateral and 
education. 

Boulder, Colorado-based Lucky’s Market, regarded as 

among the fi rst retail chain to off er hemp CBD, also expects 
partnership from hemp CBD companies. “Most of the 
brands we’ve launched provide really intense and detailed 
education,” says Sindy Wise, senior director of apothecary at 
Lucky’s Market. “� at has propelled the category and what 
we’re trying to promote about it in general.”

Differentiating your set
The final piece of advice for retailers is to offer a broad 
selection of not just brands but also product formats to 
suit any and every customer. 

When considering new products to bring in, 
Lucky’s looks for items that are “superdifferentiated 
from what we already have,” Wise says. “For us at 
this point, I’d say [the differentiator] is unique modes 
of delivery. Gummies are great—and beverages. 
Anything that’s on trend on the supplement side will 
be on trend on the hemp extract side.”

Wise adds that Lucky’s strategized to treat hemp 
CBD like any other structure/function supplement 
category, and then decided to create a new adaptogen 
category, in which the retailer includes CBD.

 “We brought in Ayurvedic herbs and mushrooms 
and put together education around adaptogenic 
plants,” she says. “We created a trifold pamphlet 
explaining the plants in the category that we provide 
to our customers.”

Be prepared to give thoughtful, 
quick answers to these 
inevitable shopper questions:

•  Will CBD make me high? 

•  Is CBD legal?

•  What dose should I take? 

•   What is the difference 
between full-spectrum 
hemp and CBD? 

•   Will CBD make me fail a 
drug test?

•   What can CBD help 
me with? 

•   What is the 
endocannabinoid system? 

Top questions
consumers 
ask retailers
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