steadying the shifts – Market Overview
By Lisa Marshall

Market
Overview

UNIMPRESSIVE SALES, TECTONIC INDUSTRY
SHIFTS AND REINVENTION BY NECESSITY
DEFINE YEAR IN NATURAL RETAILING
Last year marked another challenging one for natural product
retailers, with sales growth slumping into the low single digits,
competition from conventional grocers and online sellers
intensifying, and Amazon’s purchase of Whole Foods Market
casting an air of uncertainty among already worried independents. ➪

The $149 billion natural market
PRACTITIONERS: 4%
2017: $5.3 B
2017 growth: 8.9%

PRODUCTS
38% NATURAL
RETAILERS:

MAIL ORDER: 3%

2017 $56.1 B
2017 growth: 3.1%
Food: $32.9 B
Supplements: $15.6 B
Personal care/other: $7.5 B

44%

2017: $4.6 B
2017 growth: 6%

INTERNET:

4%

2017: $6.3 B
2017 growth: 12.1%

CONVENTIONAL
RETAILERS:

MULTILEVEL
MARKETING: 7%

(includes food, drug, mass, convenience, club)
2017 $65.6 B
2017 growth: 7%
Food: $47.2 B
Supplements: $11.5 B
Personal care/other: $6.9 B

2017: $10.6 B
2017 growth: 5.5%

Source: NFM/NBJ
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The surviving independents who have figured out how to
compete in this environment are actually doing really well.
–Jay Jacobowitz, president of natural products consulting firm Retail Insights.

In all, the maturing $149 billion natural products
market grew by about 6 percent, a far cry from the
double-digit gains of five years ago. Internet sales
(while still a fairly thin slice of the pie) grew an
impressive 12 percent, dwarfing the 7 percent gain
conventional grocers saw and the mere 3 percent
year-over-year sales increase for brick-and-mortar
natural retailers.
Nearly one-third of independent store owners
surveyed saw sales decline in 2017 and about
4 percent closed one or more of their locations,
according to Natural Foods Merchandiser’s latest
natural retailer Market Overview survey.
“It was a very disruptive year and I think we are
still in for some rough times as the marketplace
continues to change,” says Corinne Shindelar,
president of the Independent Natural Food Retailers
Association (INFRA).
All that said, retailers with the capital and courage
to roll with the changes say they are already seeing
things looking up.
Some are wowing millennial customers with
things like on-site butcher shops, vegetables
fermented in-house and vast selections of
supplements made from the cannabis derivative
cannabidiol (CBD). Others are using good oldfashioned customer service to win over Whole Foods
Market shoppers turned off by what they see as the
Amazonification of the company. And many are
focusing on social media to turn new customers on to
revamped mom-and-pop stores.
“There may be fewer overall units out there as
this all shakes out, but the surviving independents
who have figured out how to compete in this
environment are actually doing really well,” says Jay
Jacobowitz, president of natural products consulting
firm Retail Insights.
The Amazon effect
When Amazon announced in June 2017 that it
intended to buy Whole Foods for $13.4 billion, an
array of sky-is-falling predictions hit the headlines.
Some predicted that with increased economies of
scale Whole Foods would drive prices down further,

Natural products stores’ 2017 sales by category
Total
sales (M)

%
change
from 2016

Category
as %
of total
sales

Organic
sales (M)

% change
from
2016

% of
category
that is
organic

% of total
organic
sales

Dairy

$3,989

1.4%

7%

$2,657

0.3%

67%

15%

Fruit & vegetables

$7,334

4.3%

13%

$5,729

4.6%

78%

32%

Breads & grains

$4,088

3.5%

7%

$1,941

4.5%

47%

11%

Meat, fish, poultry

$2,190

2.6%

4%

$587

5.7%

27%

3%

Beverages

$6,552

2.7%

12%

$2,152

7.1%

33%

12%

Snack foods

$3,235

2.8%

6%

$835

2.8%

26%

5%

Packaged/prepared
foods

$4,164

3.3%

7%

$1,654

4.1%

40%

9%

Condiments

$1,397

3.2%

2%

$774

2.4%

55%

4%

Food TOTAL

$32,949

3.1%

59%

$16,328

4.0%

50%

92%

Supplements TOTAL

$15,641

3.8%

28%

$435

8.6%

3%

2%

$7,532

2.0%

13%

$928

4.9%

12%

5%

2017 TOTAL

$56,122

3.1%

100%

$17,692

4.3%

32%

100%

2016 REVISED TOTAL

$54,425

Personal care
& other products TOTAL

Source: NFM Market Overview/Nutrition Business Journal
(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.				

A collaboration with Nutrition
Business Journal, the 2018
NFM Market Overview reports 2017
sales statistics from 390 respondents
who answered questions about
their operations.

Supplement sales
Total sales
(M)

% change
from 2016

Vitamins

$5,438

3.5%

Minerals

$1,365

3.7%

Herbs/botanicals

$2,624

4.7%

Sports

$2,907

2.9%

$532

6.5%

$2,347

3.6%

$428

4.2%

$15,641

3.8%

Meal supplements
Specialty
Homeopathy
TOTAL

Source: NFM/NBJ

Sales

30

2016 (B)

2017 (B)

% growth

Total natural
sales in retail

$115.7

$121.8

5.2%

Total natural
sales nonretail

$24.9

$26.9

7.8%

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.

NFM - Natural Foods Merchandiser July/August 2018

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; and market research
by SPINS, a natural products consulting firm in Schaumburg, Illinois.
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It’s been great for business. People are walking away
from Whole Foods and walking into my store.
–Edward Brown, executive vice president of Pilgrim’s Market in Coeur d’Alene, Idaho.

Average sales per store
Total

Natural products
stores

Health food
stores

Supplement
stores

$3.3 M

$5.6 M

$1.6 M

$574 K

Avg. overall net sales change

2.4%

2.8%

1.8%

1.5%

% of stores with sales increase

57%

61%

57%

49%

Avg. sales increase

7.2%

7.6%

6.0%

7.3%

% of stores with sales
decrease

30%

28%

25%

37%

-6.4%

-6.8%

-6.5%

-5.7%

13%

10%

17%

13%

57.4%

64.7%

61.4%

Avg. sales 2017

Avg. sales decrease
% of stores unchanged
Percent expecting stronger
growth in 2018

60.1%

Source: NFM/NBJ

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 2017

$1.1 M

$3.6 M

$9.7 M

$372 K

$2.4 M

$329 K

$745 K

Avg. overall net sales change

1.5%

5.4%

2.1%

2.2%

1.6%

1.1%

1.6%

% of stores with sales increase

53%

75%

60%

50%

60%

46%

51%

Avg. sales increase

7.2%

9.3%

6.5%

9.4%

4.9%

7.9%

7.0%

% of stores with sales
decrease

33%

22%

28%

33%

22%

39%

36%

-7.1%

-7.1%

-6.3%

-7.6%

-5.9%

-6.5%

-5.3%

14%

3%

12%

17%

17%

14%

13%

64.2%

51.3%

55.4%

64.5%

64.8%

63.6%

60.3%

Avg. sales decrease
% of stores unchanged
Percent expecting stronger
growth in 2018

Source: NFM/NBJ

squeezing out independents. Others speculated
that with Amazon offering Whole Foods’ 365
Everyday Value online, other natural in-store
brands would suffer.
Indeed, prices on everything from roses
to avocados have fallen in the Whole Foods
aisles, and its recent offer to deliver groceries
to Amazon Prime customers within two hours
for free has some independent retailers nervous
about what’s to come.
But thus far, those most impacted by the deal
have been conventional stores.
When Whole Foods first cut its prices in
August 2017, shoppers from Walmart, Target
and Kroger were the first ones to switch their
loyalty. Trader Joe’s was hardest hit, according to
newhope.com

CNN, with 10 percent of its
shoppers heading to Whole
Foods that week.
In April 2018, Tops—a
grocery chain with 169 stores in
New York, Pennsylvania and
Vermont, filed for bankruptcy.
Southeastern, which owns hundreds
of Winn-Dixie stores also announced
plans for reorganization and plans to close
96 stores amid what the Washington Post calls
a “radical disruption” in the grocery business,
fueled by new competitors like Amazon.
Meanwhile, some independents say the
Whole Foods-Amazon deal has turned out
to be a boon. ➪
Edward Brown
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“It’s been great for business,” says Edward Brown, executive vice
president of Pilgrim’s Market in Coeur d’Alene, Idaho. “People are walking
away from Whole Foods and walking into my store.”
Not long after the acquisition was complete, Whole Foods customers
from Milwaukee to New Jersey began flooding the Twitterverse with
complaints of thin inventory, reduced produce quality and irritating
displays that billed the Amazon Echo and other electronic gadgets as the
“farm fresh pick of the season.”
When the company announced it would be changing the way it does
business with suppliers—charging more for shelf-space and in-store
demos, requiring that brands offer deeper discounts and centralizing its
merchandising operation—many small local vendors cried foul.
Independents, which had been somewhat overlooked in recent years as
vendors focused on bigger fish, came back into the spotlight.
“We are seeing more activity at the individual store level than we have
seen in many years,” says Shindelar, who sees building relationships with
smaller, local vendors as one key way an independent can stand out in a

sea of chains and conventionals. “Not
every manufacturer wants to scale up
to the level a new brand would need
to in order to get into Whole Foods.
There is a real desire out there for good
partnerships right now.”

$35

In 2017, the average basket
totaled $35 among natural
channel retail store types.
Supplement stores averaged
$45 per sale.

Battling the conventionals
For the fourth year in a row,
conventional retailers captured the
bulk of market share in 2017, selling
44 percent of natural products compared to 38 percent sold by
independents and natural chains, according to Natural Foods
Merchandiser’s survey.
When asked if a competitor had opened a store in their neighborhood
in the past year, nearly a third of those surveyed said yes. And for many
retailers, those competitors are conventional grocery stores.

Growth & competition
Total

Natural
products
stores

Health food
stores

Supplement
stores

Natural products stores
<=3,000
sq. ft. retail

3,001-6,000
sq. ft. retail

Health food stores

>6,000
sq. ft. retail

Supplement stores

<=2,000
sq. ft. retail

>2,000
sq. ft. retail

<=1,200
sq. ft. retail

>1,200
sq. ft. retail

2017
% that added onto one
or more existing facilities
in 2017

7%

10%

3%

3%

4%

15%

14%

6%

1%

0%

4%

% that renovated/remodeled one or more existing
facilities in 2017

15%

17%

15%

11%

11%

17%

22%

18%

14%

0%

15%

% that added one or more
locations through a new
build or acquisition in 2017

2%

3%

3%

0%

0%

2%

5%

0%

4%

0%

0%

% that closed one or more
location(s) in 2017

4%

3%

5%

3%

1%

3%

4%

3%

7%

0%

5%

None of the above

80%

74%

80%

88%

87%

71%

64%

76%

82%

100%

82%

% indicating competitor
opened store in their region
in 2017

30%

29%

31%

27%

21%

22%

41%

26%

33%

15%

33%

% indicating competitor
closed store in their region
in 2017

10%

6%

10%

13%

4%

5%

9%

18%

7%

15%

13%

7%

9%

7%

2%

4%

7%

14%

9%

5%

0%

3%

% that plan to renovate/
remodel one or more of
existing facilities in 2018

19%

27%

18%

8%

21%

12%

43%

9%

22%

3%

10%

% that plan to add one or
more locations through a
new build or acquisition
in 2018

6%

7%

7%

3%

4%

10%

9%

0%

10%

0%

4%

% plan to close one or more
location(s) in 2018

3%

1%

2%

5%

2%

0%

0%

3%

2%

0%

7%

72%

63%

72%

85%

72%

73%

48%

82%

67%

97%

79%

2018
% that plan to add onto one
or more existing facilities
in 2018

None of the above

Source: NFM/NBJ
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“If you ask independent retailers what they are most worried about, I
would say conventional grocers,” says Jacobowitz.
Kroger, which has waded aggressively into the natural products space in
recent years continued to do so in the past year, expanding its Simple Truth
organic brand, opening new stores in the Southeast and promising to double
the number of Lucky’s stores—which it owns a share in—nationwide by the
end of 2018. Kroger also recently announced it was teaming up with Ocado,

a British online grocer known for its cutting-edge technology, in a move to
accelerate its plans to provide online grocery delivery.
Meanwhile, the European discount stores Aldi and Lidl, which
collectively plan to open 1,000 new stores in the United States in the coming
years, are adding another specter of competition to the mix, says Jacobowitz.
“Any retailer of food, whether it’s natural or conventional, who has an Aldi
or Lidl opening in its trade area should definitely be on their toes,” he says. ➪

➪

Business statistics
Total

Average number of natural products
stores under same ownership

Natural
products
stores

Health
food stores

Supplement stores

Natural products stores
<=3,000
sq. ft. retail

3,001-6,000
sq. ft. retail

Health food stores

>6,000
sq. ft. retail

<=2,000
sq. ft. retail

>2,000
sq. ft. retail

Supplement stores
<=1,200
sq. ft. retail

>1,200
sq. ft. retail

1.5

1.5

1.6

1.2

1.3

1.4

1.9

1.2

1.8

1.0

1.3

Average square feet of store (retail
only)

5,074

6,912

3,664

1,862

1,867

4,752

12,267

1,357

5,583

977

2,619

Average annual sales per retail
square foot

$653

$810

$439

$309

$581

$758

$789

$274

$422

$337

$284

% who own store space (2016)

34%

37%

35%

24%

34%

45%

34%

37%

35%

21%

26%

Average number of years store has
been open

29.3

28.3

30.0

30.5

24.4

28.9

31.5

20.7

34.3

29.7

30.8

USDA Certified Organic (70%
organic or more)

51%

56%

54%

41%

56%

56%

54%

52%

56%

35%

44%

Natural products

44%

38%

43%

53%

36%

37%

40%

47%

40%

56%

52%

Conventional products

5%

6%

3%

5%

7%

6%

6%

1%

3%

5%

4%

Other

1%

0%

0%

1%

1%

0%

0%

0%

1%

3%

0%

% sales non-GMO certified

55%

54%

56%

57%

59%

54%

49%

60%

53%

56%

58%

% offering private label products (2016)

48%

49%

51%

41%

34%

53%

62%

28%

63%

36%

45%

Food (2016)

17%

23%

16%

5%

17%

28%

27%

14%

42%

6%

4%

Supplements (2016)

39%

35%

43%

40%

16%

40%

52%

16%

56%

33%

45%

Personal care (2016)

6%

5%

9%

1%

0%

8%

8%

2%

13%

3%

0%

Average number of customers
per day

421

701

149

55

176

370

1,090

54

228

34

73

Average sale per customer

$35

$28

$37

$45

$26

$28

$29

$41

$35

$45

$46

15

28

9

3

6

18

54

2

12

2

4

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

9

16

6

3

5

13

28

3

7

2

3

Average number of part-time
employees - <15 hours

1

1

1

1

1

1

2

1

1

0

1

Average sales allocation

Customers

Employees
Average number of
full-time employees

Source: NFM/NBJ
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Change in gross profit margin
Gross profit margin in 2017
compared with 2016.

Slightly worse

16%

Significantly
worse

About
the same

2%

49%

Significantly
better

6%

Slightly
better

27%

Universe of stores
Independents
and small chains

Store size

Number of
stores

Nutrition sales
(M)**

Natural products store

<=3,000 sq. ft.

1,305

Natural products store

3,001-6,000 sq. ft.

1,253

4,400

7.8%

>6,000 sq. ft.

2,826

15,464

27.6%

<=2,000 sq. ft.

1,560

1,392

2.5%

Health food store

>2,000 sq. ft.

1,874

5,119

9.1%

Supplement store

<=1,200 sq. ft.

725

798

1.4%

Supplement store

>1,200 sq. ft.

Natural food supermarket
Health food store

Total independents
Whole Foods Market
GNC

1,747

% of sales
3.1%

848

1,546

2.8%

10,391

30,465

54.3%

452

15,165

27.0%

3,195

1,542

2.7%

Vitamin Shoppe

785

1,015

1.8%

Natural Grocers by Vitamin Cottage

142

788

1.4%

Sprouts Farmers Market

285

3,592

6.4%

Other*

11,126

3,555

6.3%

Total independents and specialty

26,376

56,122

100%
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 2016

% of total

New England

$2.53

5.6%

8%

Middle Atlantic

$3.72

3.2%

12%

South Atlantic

$3.94

1.9%

13%

East South Central

$1.41

1.6%

5%

West South Central

$3.81

1.0%

13%

East North Central

$2.59

1.6%

9%

West North Central

$2.43

-0.1%

8%

Mountain

$2.82

4.7%

9%

Pacific

$7.22

2.4%

24%

$30.47

2.4%

100%

Total

Source: NFM/NBJ
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Unique products, customer service
and new blood
Amid all this competition, natural retailers are getting busy.
Twenty-two percent of store owners surveyed by
NFM added on to or renovated their store in 2017.
Another 26 percent plan to do so in 2018.
“People are not just hunkering down and circling the
wagons. They are listening and growing and changing,”
says John Pittari, president of New Morning Market in
Woodbury, Connecticut.
The store that started as a 600-square-foot bulk
food store in 1971 is now a 12,000-square-foot full
service marketplace, complete with a specialty coffee
and beverage bar, a Vitality Center with nutritionists
and naturopathic physicians on-site, and a full-service
butcher which offers grass-fed beef, pork and lamb.
“That was probably the biggest stretch for me,” says
Pittari, a longtime vegan. “But you have to just keep
reinventing yourself.”
Hannah McKnight, co-owner of Eats Natural Foods
in Blacksburg, Virginia, says the 40-year-old mom-andpop store saw its first year-over-year sales decline ever
in 2016, not long after the two nearby Kroger stores
expanded their bulk food section. News of the Amazon
deal shook McKnight, a longtime manager who recently
bought in and became co-owner, even more.
“We kind of panicked,” she says. But then they broke
into action.
She recently hired a social media specialist, who
has raised the 6,000-square-foot store’s visibility and
drawn in new customers with daily Instagram, Twitter
and Facebook posts about new offerings. She has also
increased the store’s fresh food offerings and expanded
its selection of CBD supplements.
Today, sale are growing again.
“We used to change as needed just to keep up with
changes in the industry,” she says. “Now we are thinking
outside the box to stay ahead of the trends.”
Brown has watched Pilgrim’s Market blossom
from a 4,000-square-foot store in 2004 to a thriving
28,000-square-foot store with $12 million in sales and
90 employees today.
Even for them, 2017 was comparatively “bleak” as he
puts it.
He credits the store’s resilience to outside-the-box
innovations, including an emphasis on foodservice.
“Everyone can have cider vinegar and natural cereal
and the bigger stores can fight you on price. But when
you have a salad bar with 30 fermented vegetables
made at your in-house fermentation facility, no one can
compete with that.”
With three chefs, its own pastry chef, and everything
from gelato to French bread to keto and paleo meals
made on site, Pilgrims is thriving in 2018.
His advice to retailers trying to bounce back after a
tough year:
“Embrace the change and never give up.”
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Change in net profit margin
Net profit margin in 2017
compared with 2016.

Slightly worse

18%

About
the same

Significantly
worse

48%

2%

Significantly
better

7%

Slightly
better

25%

Market Overview methodology
The 2018 edition of Natural Foods Merchandiser’s
billion in sales at company owned stores), Vitamin Shoppe
Market Overview represents the 38th year the magazine
($1 billion in sales), Natural Grocers by Vitamin Cottage
has presented statistics on store operations and the state
($788 million)—and other specialty retailers (specialty/
of the natural products industry. From $1.9 billion in
gourmet shops, personal care stores, health clubs, co-ops,
1980 to $149 billion in 2017, sales in natural products
herb shops, mall stands, etc., totaling $3.5 billion).
stores have come a long way.
Although most of the operating statistics are averaged
Just as the numbers vary each year, so does the
or aggregated from the responses, estimating total product
methodology for collecting, compiling, analyzing and
sales for the entire industry is challenging. Total product
presenting the data. This issue marks the 20th year NFM
category sales and organic sales figures were derived
has collaborated with Nutrition Business Journal, a New
from statistical analysis of survey results in each of the
Hope Network sister publication and Informa property, to eight natural products retailer categories. Accurate and
produce the data.
complete sales breakdowns were reported by 390 survey
The inclusion of NBJ allows for a
respondents. Aggregate sales figures
more complete and robust perspective
and the percentage of organic were then
of the natural products retail industry.
compiled in each product category; the
The sales contributions of natural and
resulting proportions were applied to
organic foods, dietary supplements and
the total sales in each category.
other natural products through such
For product breakdowns and
More than half of stores
diverse channels as food, drug and mass
organic
sales information, data
grew in 2017, with an
retailers; multilevel marketing; health
from
large-chain
respondents were
average increase of 7.2
care practitioners; mail order; and the
incorporated into their appropriate store
percent. Thirty percent
internet are also included in the
category. To complete industry sales
reported declines; and
$149 billion natural products industry
subtotals from smaller natural product
13% were flat.
figure depicted by the pie chart on page 29.
retailers, product sales in all of these store categories
The primary vehicle for collecting data for the
were added up. Organic figures were also compared and
Market Overview is NFM ’s annual store survey. This
reconciled against findings from the Organic Trade
survey was distributed to a representative segment of
Association’s 2018 Organic Industry Survey data, also
the natural products retail industry, including, but not
compiled by New Hope Network in the first quarter
limited to, natural products stores, health food stores
of 2018.
and supplements stores. They were asked 50 questions
Data on mass-market sales and other sales channels
pertaining to store operations. A total of 390 respondents
are derived from several sources. In addition to the NFM
from 340 stores or chains reported the results of their
survey, retail and consumer sales data is also compiled
calendar year 2017 operations.
from NBJ , U.S. government sources, SPINS, IRI (a
Most of the operations data pertain to independent
Chicago-based market research firm), surveys published
and small-chain retailers divided into three categories by
by other trade publications and other sources.
sales mix and eight subcategories by size. This data subset
Data for the mass market and non-retail channels are
represents 10,391 independent and chain stores.
based on NBJ market estimates.
The $54.4 billion natural products retail channel
Not all of the results of the NFM Market Overview
is broken down into product category and region, and
survey of 2017 performance and sales are directly comparable
includes eight store categories plus the biggest chains—
with 2016 results printed in the July/August 2017 issue of
Whole Foods Market ($15 billion in sales), GNC ($1.5
NFM, as certain adjustments have been made.

57%

newhope.com

Store category
definitions
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.
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By Molly McCahan

Local boosters
MISSION-FOCUSED CO-OP PRINCIPLES OF ‘LOCAL’
AND ‘COMMUNITY’ CRITICAL TO SUCCESS
Competition is wreaking havoc in the
grocery world, but the pressure on
co-ops isn’t coming from the more
obvious natural channel. According
to National Co+op Grocers (NCG)
Interim CEO C.E. Pugh, “It’s
the growth of natural and organic
products at the conventional grocers:
the Wegmans, Hy-Vees, and national
retailers such as Walmart and Amazon.”

And that insight reveals a key opportunity for
co-ops, like their independent natural counterparts, to
leverage two areas of their business that have always
stood as pillars for success: local and community.
Pugh says there are a variety of common
denominators among successful co-ops: “First, they
continue to reinvest year after year in all aspects of
business, from talent to facilities. Second, they focus on
both sides of the cooperative: the community side—
engaging their member-owners; and the commerce
side—managing the business effectively and as
efficiently as possible.
In 2017, some 70 percent of NCG co-ops had yearover-year same store sales growth. Pugh says National
Co+op Grocers believes co-ops outperform their peers
in that regard. In the past two years, six co-ops went out
of business. The common denominator among them?
“A failure to reinvest,” says Pugh. “In some instances,
the co-ops didn’t reinvest because they didn’t have the
capital. In other instances, they were unable to adapt
quickly enough when other stores entered the market.”
Here’s how some of these commitments and
investments look at co-ops from coast to coast.

36

NFM - Natural Foods Merchandiser July/August 2018

Doing local better
In a town of roughly 67,000 people, Trader Joe’s and
Whole Foods are within walking distance of Maine’s
Portland Food Co-op, but General Manager John
Crane isn’t intimidated; the competition was already
there when they opened. “We actually did a market
study before we went too far down this road to see, ‘Is
there still room in the Portland area for a co-op?’ And
the market study came back ‘yes!’ Portland’s a very
food-centered town, with very strong interest in local
foods and farm-to-consumer connections, so we felt
like there was still a really good place for us.”
In operation as a retail store since November 2014,
Crane’s co-op, in his own words, is doing very well,
and the numbers back that up. Their initial business
plan aimed for $2 million to $3 million in annual
sales; they finished 2017 at just over $4.2 million, with
roughly 4,300 member-owners and a 3,500-squarefoot retail footprint.
Currently some 37 percent of sales comes from local
(state of Maine) products, and it’s truly what sets them
apart. “I feel we do local better,” admits Crane. “I’m
pretty sure we do it in more quantity than anyone else
in our area.” Not surprisingly, produce is the strongest
department, but the co-op also stocks an astonishing
amount of local dairy, with two full doors devoted
solely to local yogurt and kefir.
Expanding strategically
On the opposite side of the country, Community Food
Co-op in Bellingham, Washington, embraces local to
the core but acknowledges it’s not a guaranteed sell.
Grocery category manager Michael Elkins says, “It’s
always a challenge talking about this [local], because
it absolutely is very important. I think it’s one of
those things that people like to see; I wish they would
support it with their dollars more.”
Elkins’ co-op purchases from an impressive 150 to
200 local purveyors in a five-county radius—a roughly
100-mile spread. In 2017 the co-op made close to
$3 million in total Washington state purchases, which
translated to $4.5 million to $5 million in sales.
That’s a lot of money trickling back to a town whose
newhope.com

community support – Market Overview

We’re truly looking to invest in our local food economy
so it’s a more sustainable system.
–Chelsea Jarvis, retail operations manager and wellness manager, Grain Train Natural Foods Market

population hovers around 87,500. Perhaps more
impressive, the co-op boasts 40,000 memberowners, of which 14,500 are active. In 2017 sales
hit $32 million and the co-op made $200,000 in
charitable contributions.
With its first retail outlet opening in 1970
followed by several expansions, Community
Food Co-op now boasts two storefronts—16,000
and 17,000 square feet—and in 2015 opened a
third building dedicated to more deli seating, a
centralized bakery, community event spaces and
additional parking, all directly across the street
from the flagship downtown store. It didn’t all
come together seamlessly, however. “Expanding is
risky business,” cautions Elkins, “ … but sometimes
you have to take those risks.” He advises others to
“proceed conservatively and do your homework.
Don’t overextend for sure.”
Reinventing in a sluggish economy
In the middle of the United States, Louisiana’s
urban New Orleans Food Co-op is no stranger to
struggle. Nine years in the making in a city still
grappling with redevelopment woes post-Katrina,
the co-op currently is spearheaded by volunteer
(you read that right—he’s not paid) General
Manager John Calhoun, who’s been there since
day one. And while Calhoun openly admits he has
zero grocery background, his enthusiasm to see a
mission-driven market succeed in the city’s diverse
Faubourg Marigny neighborhood is infectious.
“We’re completely going for it,” Calhoun says.
“We’re stepping
in as a new
local food hub
… it’s always
been part of our
mission, but until
Nearly one-third of
recently you may
NFM Market Overview
not have been
respondents said they are
able to see that
focusing on local as a point
from looking
of differentiation.
at our shelves.”

31%

newhope.com

Last December’s launch of a new Robért’s Fresh
Market three blocks away didn’t do Calhoun
any favors, but when this February signaled the
closure of Hollygrove Market & Farm, the co-op
sprang to life, seizing an opportunity to fill the gap
Hollygrove left beyond. “What we’re doing with
local allows us to stand apart from every other
grocery store in New Orleans,” he says.
Despite 4,000-plus member-owners,
6,000 square feet of retail space, and
roughly $2.5 million in 2017 sales—
their best year ever, according to
Calhoun—the co-op has yet to turn
an annual profit since opening in
2011, but the altruistic GM remains
hopeful. Calhoun says his area lacks
an established network of regional
food systems, and his co-op doesn’t
yet qualify for NCG membership.
To compensate, he’s reaching out
to farms of all sizes, leveraging
his store’s local commitment—
particularly with produce—and
listening to feedback. “I think
it’s actually going to save the
co-op,” he says, “us reinventing
ourselves in this way.”
Collaborating
creatively
In the northern reaches of
the Midwest, Michiganbased Grain Train Natural
Foods Market takes a
creative approach to local
sourcing in light of their
four-season climate.
“We have a couple
of different farmers
that we meet with
in the wintertime,”
says Chelsea Jarvis,
retail operations ➪

Chelsea Jarvis
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manager and wellness
manager, who’s now
going on 14 years with
the co-op. “We’ll say,
‘We’re going to be
interested in purchasing
this many pounds of
About one-fourth of co-ops
kale or rainbow chard’ or
had revenue between
whatever it is throughout
$2 million and $4 million
the year, then they’ll
in 2017; 17 percent fell
work with us, and
between $4 million and
$7 million.
then they plant that in
accordance to sales.”
In 2017 Grain Train made roughly $613,000 in local
purchases from some 45 different producers within 100
miles. They only expect those local purchases to grow as
they continue to build out their deli/fresh operations.
Grain Train boasts two Michigan retail locations
15 miles apart: the original Petoskey store opened in 1971
and expanded in 2000 to its current 4,500-square-foot
retail footprint downtown; the 1,000-square-foot Boyne
City store opened in 2013 and grew out of a local buying
club to serve a community with a non-natural retailer as its
only grocer. In 2017 Grain Train had roughly $7.4 million
in total sales and a member base of 2,000-plus, with
community donations/sponsorships totaling $17,000-plus.
Early this summer they’ll usher in a new 2,300-squarefoot café just up the street from their flagship Petoskey
store. “We’re truly looking to invest in our local food
economy so it’s a more sustainable system,” Jarvis says.

24%

Supporting communities
While humility is a common theme among the co-ops
interviewed, there’s a pervading sense of accomplishment
in the efforts around societal good. Bellingham’s Elkins
says, “I think we’re an important part of our community
that does a lot for the community, and certainly the
sustainability work that our co-op does is fairly nationally
recognized at this point, so we’ve got a lot of pride in those
programs … we’re very transparent … there’s not much to
hide.”
Portland, Maine’s Crane echoes those sentiments: “We
talk about community a lot, and it’s community around
food, but we try to be more than that … you’re not just
buying a discount or buying perks. You own a piece of this
business and you own it with many of the other people
who are in the store shopping with you.”
For New Orleans’ Calhoun, demographics pose a
unique challenge, and he’s rising to meet it. “We want
to be a store where everyone feels welcome. There’s a lot
that goes into that: it’s our hiring practices and who we’re
giving opportunities to, even what kind of music we play,
38

NFM - Natural Foods Merchandiser July/August 2018

how we decorate the store and who’s on our Board of
Directors.”
In northern Michigan, Grain Train’s Jarvis validates
this crucial advantage co-ops have over their competitors:
“We’re very deep-rooted in our communities, and in
doing so, we’re very much influenced by our communities.
We know what they want and what they don’t want,
and we can respond quickly.” The co-op’s new café is a
living example; per their website, “This new venture
reinforces our commitment to our core values of a
viable downtown, a robust local economy and
our desire to find new ways to make a
difference in our community.”
Going one step further
to promote inclusivity, all of
the co-ops interviewed have
initiatives and events to support
those in need, including lowincome memberships, food
stamp user discounts or
rewards programs, payment
plans, homeless drives and
zero-interest microloans. The
Bellingham co-op even waives
its membership fee and dues
for adults 62-plus.
Championing
success, looking
ahead
NCG represents 147 food
co-ops operating more
than 200 stores in 37 states,
with more than $2.1 billion
in combined annual sales
and more than 1.3 million
member-owners. The
organization’s interim CEO
is fairly direct about what the
future holds: “That pressure
isn’t going to ease—it’s only
going to increase,” Pugh says.
“That means we as co-ops
need to double down on our
differentiators: we are local and
locally focused, community-owned
and concerned for our community.
And we have been successful by
doing this.”
Michael Elkins
newhope.com

crafting place – Market Overview
By Jenna Blumenfeld

Design for
discovery
HOW INSIGHTFUL STORE DESIGN
FOSTERS POSITIVE CUSTOMER
ENGAGEMENT AND EXCITEMENT
We live in a time in which shoppers can have anything—
literally anything—shipped to their front door with a
click of a button. From the latest paleo-friendly snack to
groceries for the entire week to a unicorn horn designed
for your cat, convenience is king in this modern retail era.

Lucky’s Market
newhope.com

While online food sales still represent a small slice of total food sales, they’re rapidly
growing. Slinging good food alone isn’t going to help your store weather the digital
retail storm; you must do everything you can to make your store a destination, a
place where people want to stick around.
Interior and architectural design is a powerful way to help shoppers view your
store as more than a chore. Some experts, such as renowned interior designer Ilse
Crawford, author of A Frame For Life: The Designs of Studioilse (Rizzoli, 2014),
believe the way in which spaces are arranged, decorated and lit can deeply influence
the way we eat, think and live. “We look at a project from physical and emotional
perspectives, practical and poetic, individual and social before creating a design that
engages us physically, emotionally, subliminally and sensorially,” writes Crawford,
“so as to make a place that enhances life and enables us to thrive. A place that
people love.”
When conducting our research for Natural Foods Merchandiser’s Market
Overview, we interviewed hundreds of natural products retailers to learn more about
their business in this challenging retail environment. What categories grew? Which
declined? How did retailers differentiate their store from the competition around
the block or across the web? We received hundreds of responses. But like Crawford
suggests, the retailers that seemed to have the most fiercely loyal shoppers were the
ones that crafted their natural products store to be a place that people love. Their
stores are places where shoppers like to congregate. Places where people gather to
learn new skills, meet new people and find new products, new foods, new services
and new ways of living that foster health and wellness.
Many factors contribute to retail success, but thoughtful design—which
includes store layout, lighting, merchandising and having tight control of consumer
experience—matters most to create a space where shoppers feel at home and yet ➪
July/August 2018 Natural Foods Merchandiser - NFM
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Customer convenience
Which of the convenience options are you
providing to your customers?

Grab and go options (beyond traditional deli)
Restaurant or cafe area
Other*
Store-managed delivery service
Third-party delivery service
Online order with store pickup
Meal kit delivery
*Most who answered “other”
offer mail order or take orders
via phone for pickup in store.

None of the above
0%

experience a sense of discovery. We tapped the
minds of top retail, design and branding experts
to better understand how design can improve
your store’s atmosphere, community, customer
experience and, ultimately, sales.
Setting and service expectations
Zak Normandin is a branding maven. A former
U.S. Marine engineer, he is the co-founder and
CEO of Dirty Lemon, a hip functional beverage
company that features lemony water infused
with ingredients such as activated charcoal,
collagen, matcha and more. Dirty Lemon has a
unique, direct-to-consumer distribution model
in which consumers bypass traditional retail
stores entirely by texting the company to order
boxes of the beverage.
In many ways, Dirty Lemon is trouble for your
brick-and-mortar business. But there’s a thing or two
you can learn from Normandin, as he’s ardent about
tightly controlling how consumers interact with his
product. Every touchpoint consumers have with
Dirty Lemon—from engaging with the brand on
social media (Dirty Lemon’s Instagram feed,
@dirtylemon, is a cheeky curator of cool and is worth
a look) to interacting with 24/7 customer service—
reinforces the company’s brand values. “Consumers
are looking for more out of the brands they are
purchasing now more than ever,” Normandin says.
“They want an immersive experience.”
David Shelton, vice president of client
engagement at the architecture firm Retail
Design Collaborative (RDC), agrees. Making
sure shoppers had a memorable time was a
primary focus when designing Erewhon Organic
Grocer and Café’s new store in Santa Monica,
California—the retailer’s fourth location. “Our
role was about ensuring the guest experience was
a positive one. From the moment people parked
40
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to the shopping experience to eating the fresh
prepared food, cultivating guest experience was
paramount,” Shelton says.
The Erewhon architects paid meticulous
attention to making the store into a destination—
not just a place to buy food—by building an
outdoor patio space and improving the “indooroutdoor connection,” meaning the outdoor areas
and the indoor space seem to blend together. For
example, when shoppers first approach the store,
they see a massive overhang protecting an outdoor
patio. Multilevel concrete planters surround the
eating area to create a cozy oasis and protect diners
from street noise and general sidewalk bustle.

30%

Of surveyed retailers, 30 percent
said deli, prepared foods and
grab-and-go topped the list as
experiencing the most growth
in 2017.

“The primary objective for the project was to
rethink how the public engages with the space
and enters the market,” says David Montalba,
founding principal of Montalba Architects, who
worked closely with Shelton. “We unified the
primary gathering areas with an indoor-outdoor
trellis element to help ease consumers’ interactions
with the organic and retail spaces, creating a
modernized shopping experience. At Erewhon,
the food is at the core of everything with vibrant
produce, colorful ingredients and curated products.
Ultimately, we wanted the design, architecture and
landscape to be a platform to showcase the food
and foster engagement with guests.”

Equally important to improving the setting is
making sure enough staff is present on the floor
to answer questions, guide shoppers to find new
products and make checkout a swift, stress-free
process. Consumers want to peruse your store’s
unique offerings, sip on an organic fresh juice,
taste-test a new nut-based vegan cheese and enjoy
a pleasing, inspiring atmosphere. They don’t want
to wait in line.
Reducing checkout time is a front-end,
operational problem, says Dan Phillips, managing
partner of Food Market Designs, a consulting firm
based in Seattle that specializes in grocery store
design. “To reduce checkout time, start by looking
at your per basket count. If you’re around the $25to-$35 range, that should tell you there are lots
of small purchases in your store,” says Phillips. “A
self-check kiosk would be a good solution, or add
more ‘10 items or less’ aisles to speed things up.”
Above all, view your employees as ambassadors
of your brand. “How do you engage with guests?
It’s all about education and pride in the quality of
the food,” Shelton says. “[Your employees] should
hone in on and communicate what is beautiful and
rich about the foods you carry. That’s the fastest
way to spark shopper excitement.”
Master merchandising
If a total store remodel isn’t in the budget, upgrade
merchandising tactics to better guide shoppers
toward unique products and deals that ignite
imagination and excitement.
According to a 2016 study published in
the European Journal of Economics and Business
Studies, food retailing is particularly difficult
because many customers regard grocery shopping
as a task, and not necessarily an experience. Store
layout and specific product presentation is one
way to pique shopper interest. “However, retailers
newhope.com
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Erewhon Santa Monica

should keep in mind that the goal is to keep
customers intrigued and entertained in the store
as long as possible, not just [in the store] as long
as possible,” report the study authors. Providing
easy egress points—such as fast checkout lanes or
an alternative exit to your forced-path layout is a
smart, simple solution to keep consumers happy.
It’s not enough to just stock interesting,
eye-catching products. Targeted merchandising
is essential to boost sales—particularly if the
product is unique and radically different than
what you normally stock (like that trendy ketofriendly organic MCT oil). When merchandising
for Lucky’s Market, Andrew Vialpando, vice
president of merchandising, operates on several
key strategies that drive the most sales. “A main
point I strive for is discovery,” says Vialpando,
who was preparing for a trip to Italy to find
special products to stock when he spoke to NFM.
“I’ll look for items that have great quality and a
clean ingredient deck, meaning no preservatives
or artificial colors. I’ll then ask if it emphasizes
quality and represents a great value.”
At the store, he’s adamant that retailers should
keep the merchandising of certain product—such
as a great-tasting Italian cheese—simple and
clean. Pointed messaging and signage should
reinforce the initial reasons why you stocked the
product in the first place. Is the product from
an area that has a unique terroir? Is it from a
family farm or producer? Tell these stories to help
consumers glean a greater product understanding.
Vialpando recommends keeping pyramid
newhope.com

displays to one to two items instead of five to six
to minimize noise around the featured product.
Too many items displayed makes it difficult for
shoppers to understand what the item is that
you actually want to showcase. Clearly display
the price of the product to spark customers to
make that impulse purchase—research shows that
upwards of 68 percent of buying decisions are
unplanned. Take advantage of those spur-of-themoment purchases.
Experts agree that cross-merchandising one
product across several not-so-obvious categories
is an effective way to drive sales, too. If you’re
featuring a new olive oil, place it in produce next
to the salad greens. If you’re introducing a new
granola, in addition to featuring it in the cereal
aisle, place it in the milk or yogurt department,
too, suggests Vialpando. Making a seamless
connection between new and existing products
makes it easier for consumers to incorporate
featured items into their staple meals.
Light it up
Re-examining your store’s lighting system is a
relatively inexpensive way to make a big impact
on the feel of your store. If cost is an issue, adjust
the light in a few key categories to better feature
your high-quality foods, such as in the produce
department. “Lighting is very important. Having
a good lighting package drives the eye to a certain
product or section of the store,” says Phillips.
“Lighting is more effective in driving sales than
putting a bunch of graphics on the wall. You must

have a nicely lit store to show off your sight
lines and decor. Think of it like an antique
shopping experience.”
Wherever possible, incorporate natural
light into your store to best highlight produce
and other prepared foods, says Shelton. While
working on Erewhon’s Santa Monica store, the
architects cut out large sections of the ceiling
to build out skylights. If you don’t have access
to natural light in your store, choose warm, soft
lights—such as track lighting—to craft a pleasant,
high-end atmosphere. Stay away from 2-by-4
warehouse lights that cast unappetizing shadows
on food.
When designing grocery store interiors,
Phillips prefers to use 3,500K bulbs, which have
a warm, yellow tone, in the produce, grocery,
deli and grab-and-go areas. For refrigerated and
frozen areas, he recommends using 4,000K bulbs
for brighter, more blue light because these cases
are often located in darker aisles. When in doubt,
request different samples from your bulb supplier
and experiment with different lighting in your
existing fixtures across the store to discern which
bulbs brighten your food the best—use trial and
error to find your best lighting system.
And remember that just because an optimal
lighting system works in one retail location,
it might not work in another. “Every store is
different,” says Phillips. “No two spaces are alike
and no two communities are alike.”
Design is a powerful tool that can help you better
serve the needs of your customers. Wield it well.
July/August 2018 Natural Foods Merchandiser - NFM
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By Melissa Kvidahl

Spurring
supplements
NEW PRODUCTS KICK-START GROWTH,
BUT A RETAILER’S ABILITY TO ANSWER
QUESTIONS ABOUT THOSE PRODUCTS
DETERMINES SUCCESS IN SUPPLEMENTS
By any account, the supplement market is holding steady, even as
it grows a bit slower than it has in previous years. Sales of vitamins,
minerals and supplements grew 5.3 percent over the course of 2016,
but slowed to 3.8 percent growth in 2017, according to Natural Foods
Merchandiser’s annual Market Overview Survey. Still, the market has

reached an impressive $15.6 billion in sales, thanks to the fact that 76 percent of U.S. adults
now take supplements, up from 64 percent just 10 years ago, says the Council for Responsible
Nutrition’s 2017 Consumer Survey on Dietary Supplements.
That’s not to say there wasn’t significant or even explosive growth in select categories over
the course of 2017, keeping the market in the green. SPINS says that sports nutrition is still
immensely popular, with sales growing more than 16 percent over the course of the year. Sales of
whey- and casein-based protein supplements grew nearly 60 percent over 2017, and pea protein,
specifically, grew 120 percent. This is no surprise, as CRN’s survey revealed that sports nutrition
products are taken by about 30 percent of supplement users overall; protein, specifically, is taken
by 24 percent of male supplement consumers and 19 percent of supplement users of either gender.
Other popular categories on the rise include probiotics, with 16 percent of all supplement
consumers purchasing such products. Indeed, survey data from Natural Foods Merchandiser reveals
that probiotics are a top growing category for 55 percent of natural retailers.
So what’s holding the market back from increased growth, overall? Mintel’s latest “Vitamins,
Minerals, & Supplements in the U.S.” report, published September 2017, says slowing growth can
be attributed to consumer struggle with two main issues: confusion in the aisle and the price of
the products.
Cost vs. Value
Mintel’s report found that supplement consumers believe in the health benefits of supplements—
with 44 percent of those surveyed saying so—but they still struggle with the cost. Second only
to a recommendation from a doctor, a low price tag is a top purchase influencer for consumers,
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Supplement sales growth
Flat

How much did your overall supplement
sales grow in 2017 vs. 2016?

21%

Declined

13%

Up 1%
to 5%

28%

Up more
than 10%

14%

Up >5%
to 10%

24%

and 27 percent of those surveyed think that
supplements are expensive.
If you ask Dan Chapman of Sunrise Health
Foods, a four-location retailer based out of Bradley,
Illinois, there’s “mountains more” pressure today
for the store to lower prices, as compared to just
10 years ago. “We’ve had a steady path for about
10 years now, of continuing to be more and more
competitive when it comes to price and running
specials,” he says. “But I’m a lot more focused on
value than I am on price because, when it comes
to price, it is hard for us to compete. So we try to
provide a high value.”
For Chapman, value includes a lot of things,
from having a friendly and knowledgeable staff to
providing a clean store and a positive environment.
“We don’t know what the customer’s home life
is like, but we want them to walk into Sunrise
and feel like it’s among the happiest places they
come to on a weekly basis,” he adds. “I see value in
that because positive emotions and friendly faces
are just as important to health and wellness as
supplements are.”
Values like this, often the calling card of
independent natural stores, are resonating with
supplement shoppers who, according to CRN’s
survey, are more likely than non-users to prioritize
such healthy living values as exercising regularly,
getting a good night’s sleep, maintaining a healthy
weight and trying to eat a balanced diet.
As a result, supplements are doing well in
the natural channel. NFM’s surveys show that
supplements now make up nearly 30 percent of
natural stores’ sales. Small independent stores
(smaller than 1,200 square feet) posted an average
of 8 percent growth, while larger stores posted
newhope.com

7.2 percent growth. Indeed, a quarter of stores
surveyed by NFM reported sales gains of between
5 percent and 10 percent, and an additional
12 percent of survey respondents reported gains
greater than 10 percent.
Ironically, the very same confusion that Mintel
says is stunting growth in the market overall
is what’s spurring these increased sales across
independent channels. While Mintel reports that
more than one-third of supplement consumers say
that shopping for these products is overwhelming,
thanks to the wide variety of brands, claims
and promotions in the category, independent
retailers say that combatting this is what sets them
apart from online and mass market outlets. For
example, sales are “way up” at Pilgrim’s Market,

89%
CBD led the way as a top supplement
category, according to almost
90 percent of surveyed retailers.
Probiotics and vitamins followed.

says purchasing director Mark Evans. “I think it’s
more about our particular store, and the fact that
we help so much and have so much knowledge
here,” he adds. “That drives sales for us, since we
can differentiate from a grocery store where not
as many staff members are working the floor in
supplements.”
Organic supplements are another way
independent stores are differentiating themselves.
Mintel says that 45 percent of supplement

consumers are persuaded by natural and organic
claims on pack, and 25 percent of consumers say
it’s a top factor influencing their product choices.
NFM’s survey confirmed that organic supplements
are on the rise among independent stores, with
66 percent of respondents reporting sales growth
of any kind, and 9 percent reporting growth over
10 percent.
Interest in new supplements like hemp-derived
CBD oil is also bringing new and informationhungry shoppers into the supplement aisle, with
89 percent of NFM readers who answered a survey
question about supplement standouts saying that
it was one of the fastest growing offerings of 2017.
SPINS says sales of CBD supplements grew a
whopping 302.4 percent over the course of 2017,
growing from a roughly $1.9 million industry to
a $7.7 million industry just one year later. “While
there are repeat customers on CBD, it’s new
enough that people are just trying to figure out
what dose or carrier they want,” says Evans, which
leads to even more questions—questions that
independent stores are equipped to answer.
In fact, Chapman says that the popularity of
CBD products at Sunrise is thanks to the fact that
shoppers seem to want to buy this product in a
local store, from a person they trust. As a result,
Chapman and staff are taking the opportunity
to educate, as people are just learning about this
new product. “It’s the same education process,” he
says. “It’s the same thing we’ve been doing forever
and ever, but the topic has just changed. There is a
sense of a renewed importance of the independent
retailer in the community, as a place to answer those
questions. That’s what we’re seeing in our stores.”
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By Jessica Rubino

Pharmaca

Business of beauty
NATURAL AND ORGANIC PERSONAL CARE IS RIPE FOR CONTINUED GROWTH—
BUT ARE NATURAL RETAILERS GIVING IT THE ATTENTION IT DESERVES?
There’s no doubt about it: Awareness
of toxins in cosmetics, and demand
for cleaner alternatives, is on the rise.
With big-box retailers like Kroger and Target hot
on natural beauty brands and coverage of cosmetic
chemicals and natural alternatives from Forbes and
Fast Company, natural beauty has officially gone
mainstream. And the best part is that natural and
organic personal care companies are delivering on
product performance promises and brand values
that aim to positively impact climate, agriculture
and next-gen wellness.
Product innovation and performance, along
with brand passion and commitment, point to a
vibrant, flourishing industry. But when it comes
to natural retail, the numbers tell a different
story. Sales of natural and organic personal care
46
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products in the natural channel slowed down
considerably last year, experiencing only 2 percent
growth in 2017, according to Natural Foods
Merchandiser market research. Taking a deeper
look, it’s clear that awareness is not enough; the
natural retailers who are experiencing growth
are those who view natural beauty as a pivotal
part of their larger retail strategy and support the
category with sophisticated merchandising and
expert information.
Capturing the retail opportunity
“Attention to natural beauty has never been an
afterthought for us, since we believe that our
beauty choices are as important as choices about
our food and supplements,” says Mary Catherine
Horgan, health and beauty category manager at
Pharmaca Integrative Pharmacy, which now has
28 locations across the country. At Pharmaca,
well-groomed sets are staffed with experts trained

to make recommendations, conduct makeovers
and consultations and send customers home with
samples. “Our natural beauty area has always
made up a substantial portion of the store—
and includes beautiful displays of our favorite
products. We combine that with a staff of licensed
aestheticians and makeup artists who can really
help guide customers toward the right products
for their skin type,” says Horgan.
Pat Sardell of Corvallis, Oregon-based
Country Vitamins agrees that giving the category
the attention it deserves makes a big difference,
indicating that competition from mass market and
online can only account for some of this slowing
growth experienced in the natural channel.
Natural retailers can take control of the category
with some basic efforts, starting simply with more
conversation. “Retail staff in stores are not making
suggestions or pointing out natural options,” she
says. “Everyone uses oral care items, deodorant,
newhope.com
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Personal care growth
How much did your overall
personal care sales grow in
2017 compared with 2016?

Flat

37%

18%

Nearly one-fifth of
respondents said they are
changing lines and bringing
in new products to remain
competitive in personal care;
10 percent said they are
doing resets.

Declined

14%

Up 1% to 5%

30%

Up more
than 10%

6%

Up >5%
to 10%

13%

shampoo/conditioners, lotions and most
women use a face care product or two.”
For Country Vitamins, a three-pronged
approach that harnesses the success of
mainstream beauty retailers has breathed new
life into the HABA department: In-store
experts, beauty rewards programs and
engaging events.
“We have a licensed aesthetician on staff
for free skin care and makeup consultations
and we offer a Beauty Club discount
after such consultation,” she says. Beauty
Club members also receive an annual
consultation that includes customized skin
care recommendations. Other efforts such
as spa days maintain that community vibe
throughout the year for both Pharmaca and
Country Vitamins. “We have reps and local
practitioners attend to pamper pre-signed up
guests. All receive a free swag bag of products,
samples and goodies,” Sardell says, also noting
that natural beauty shouldn’t be found only in
the HABA aisles. She recommends placing
products at or near the checkout counter, doing
outreach with sample sets to other business
(think dentists and hair salons) and having
staff hand out samples to customers
at checkout.
Skin care, which represents the largest
category of the natural and organic personal
care market in the U.S., according to Nutrition
Business Journal (NBJ), may be the easiest
place to start. Growth is projected to double
between 2010 and 2019 and add an estimated
$1.8 billion in annual sales by 2021. But that’s
not the only category where natural retailers
should put their focus. Self-care products, such
as bath products, are going strong (the largest
newhope.com

channel for natural and organic bath items
continues to be natural and specialty retail, but
online is making gains). Meanwhile, emerging
categories such as natural and organic feminine
care—think everything from organic pads and
tampons to nontoxic lubricants—could be a
smart place for natural retailers to promote,
educate and differentiate.
Retailers and brands:
better together
The reality of retail is that not all stores have
the resources to subsidize robust education and
merchandising efforts, which is why partnering
with brands that are committed to education
and in-store experience is critical to natural
and organic personal care’s success. Brett
Naylor, founder of Baltimore-based brokerage
Tall Tree Naturals, says that when a brand goes
the extra mile, it makes all the difference at
retail. Companies that he represents, including
evanhealy and Alaffia, have “budgeted a lot
towards demos, getting their story out there
and getting consumers to experience the
product from an expert.”
Educators and aestheticians, whether part
of the store’s staff or brought in by the brand,
can speak to the story and the efficacy of these
ingredients in the aisle. At Pharmaca, brand
partnerships have proven to be valuable and
effective. “We prioritize companies that have
a good understanding of how to sell in a retail
environment and are really willing to work with
us to promote their brand in stores and online,”
Horgan says. “It’s especially helpful when they
have good store support to help train our staff
about the products, so our team members can
in turn serve customers better.” ➪

Befriending online
The most successful retailers aren’t fighting
online sales—they’re embracing and learning
from them. “Being able to introduce brands
online first allows us to see how well they
resonate with customers before we bring
them into stores,” says Pharmaca’s Horgan,
who notes that online year-over-year growth
of beauty products at Pharmaca is up doubledigits and outpacing growth at the retailer’s
brick-and-mortar locations. “Then we’re able
to take those learnings and successes and
implement them in stores, where shelf space is
more limited.”
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Hemp is hot
We can’t talk agriculture and beauty without talking
hemp. And, guess what? It’s not just for supplements.
Emily Kanter, co-founder of Cambridge Naturals, which
just opened its second location in Massachusetts,
has been a strong supporter of products that contain
cannabidiol (CBD) and notes that while topical products
are slower sellers compared to ingestible ones, they are
still an important part of the category. “Topical balms
do very well, followed by the more generalized facial
oils, lip balms and massage oils,” she says.
Whether in supplements or personal care, Kanter
and her team are focused on carefully vetting products
to ensure that only the right ones make it onto store
shelves. “We’ve been very cautious to jump on board
with new products or brands until we’ve carefully
vetted the companies and assessed whether their
products truly fill a gap in our selection,” she says.
From there, the focus is on education. “We’ve invested
a lot of time and energy in staff training on CBD,
and assume that we need to do even more going
forward so that we’re able to sell it effectively, while
continuing to be DSHEA compliant and thoughtful in
our communications to customers.”
Such attention to detail and education is one
important reason consumers are turning to brick and
mortar for these purchases. Another? Consumers
may run into challenges trying to buy online. Many
companies selling products with CBD have been cut off
from online payment services, according to the Beauty
Independent. And challenges don’t just transpire once
the product reaches retail, notes Shikai founder Jason
Sepp. The industry veteran recently created sports
creams and sore muscle balms using the ingredient and
is working hard to help clear up confusion and advocate
for more education across the board. “Most of our
effort and most of our cost was spent on getting a legal
avenue that we felt confident in.” The legality question is
still a major issue every step of the way, says Sepp. “The
distributor partners like UNFI and KeHe need to step up
to the plate and start doing their due diligence.”
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Scaling natural beauty to
support a healthy planet
Natural retailers have a tremendous
opportunity to educate not just about
the health and beauty benefits of clean
products, but also to tell the stories of the
companies having a social or environmental
impact. According to Mintel’s “Beauty &
Personal Care Global Trends 2018” report,
in addition to seeking out more “natural”
products, consumers are looking for local
and regional brands. Some companies,
such as Oregon-based calendula skin care
company Bodyceuticals, are using their
supply chains to support regional soil and
farming initiatives. Bodyceuticals grows
calendula on its regenerative farm in the
Pacific Northwest and weaves this into the
company story it tells at retail.
“Our focus is on regenerative farming; it’s
beyond sustainable, it’s really regenerating
the earth,” says Bodyceuticals founder
Angelique Saffle.
This sense of place plays an important
role through the entire growing—and
purchasing—cycle.
“In Washington, we really appreciate our
organics and so do our customers, so when
this ends up on store shelves, they appreciate
that, and the fact that they can trace it back
to the seeds and the soil. We would say that
we are soil to skin,” Saffle says.
At regional retail stores including
Country Vitamins and PCC Markets,
Bodyceuticals is a top seller thanks in part
to its strong mission and story. “She runs
her business with intention and heart,” says
Terry DeBlasio, health and beauty care
merchandiser at PCC Community Markets
in Washington. Naylor also notes how a true
connection to the earth and community is
a key differentiator for the brands he works
with, including evanhealy, Alaffia and Moon
Valley Organics. “They all have this artisanal

background, these family farms that they
support. They are really connected to the
plant and that is pretty obvious.”
Such efforts are coming from brands
big and small. When Shane Wolf, L’Oréal’s
global manager for Redken, Pureology and
Mizani in the professional hair division, set
his sights on launching Seed Phytonutrients,
a start-up brand incubated by L’Oreal,
his mission was to support and protect
organic seeds and farmers and be more
environmentally sustainable by investing
in packaging innovations. The result: Seed
Phytonutrients, a clean, agriculturalfocused beauty line, including skin, hair and
body care products. The company sources
ingredients from small regional farmers
and has created packaging that significantly
reduces plastic usage.
“It’s not easy to be a trailblazer in
sustainability, but it’s been such a rewarding
and valuable journey. We hope that by
holding ourselves accountable as a brand,
we can show others in the industry how
they too can inspire change and reduce the
environmental impact of their products,”
says Wolf. “As more beauty companies
put package sustainability top-of-mind,
the positive impact will be noticeable and
inspiring to other brands inside and outside
of the beauty industry.”
Although Wolf says that he faces
occasional skepticism because the company
is backed by L’Oreal, he points to the fact
that the relationship can actually help scale
this important mission, a message that
should resonate with consumers and
retailers alike.
“Seed offers the company a valuable
opportunity to test and learn just how far
we can push sustainability, in the hopes that
L’Oreal will be able to make larger scale
positive changes in the near future.”
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Growing organic

Organic Trade Association

MATURING U.S. ORGANIC SECTOR SEES STEADY GROWTH OF 6.4 PERCENT IN 2017
American consumers in 2017 filled more of their
grocery carts with organic, buying everything from
organic produce and organic ice cream to organic
fresh juices and organic dried beans, according
to the Organic Trade Association’s 2018 Organic
Industry Survey released in May.
Organic sales in the U.S. totaled a new record
of $49.4 billion in 2017, up 6.4 percent from the
previous year and reflecting new sales of nearly
$3.5 billion. The organic food market hit $45.2
billion in sales, also breaking through to a new
record for an increase of 6.4 percent. Sales of organic
non-food products rose by 7.4 percent to
$4.2 billion, setting another new benchmark.
The growth rate for organic food sales was
below 2016’s 9 percent pace and was impacted by
markedly slow growth in the big organic dairy and
egg category. However, it was well above that of the
overall food market, which nudged up 1.1 percent.
Organic continued to increase its penetration into
the total food market, and now accounts for 5.5
percent of the food sold in retail channels in the U.S.
“Organic has arrived. And everyone is paying
attention,” said Laura Batcha, CEO and executive
director of the Organic Trade Association. “Our
survey shows there are now certified organic
products in the marketplace representing all stages
of the life cycle of a product or a company—from
industry veterans to start-ups that are pioneering
leading edge innovation and benefits and getting
shelf space for the first time. Consumers love
organic, and now we’re able to choose organic in
practically every aisle in the store.”
20 years with growth 15 times over
This year marks the 20th year of the Organic Trade
Association’s survey. The survey, widely regarded as
the most comprehensive look at the retail organic
sector in America, first measured organic sales in
1997. That year, organic food sales were pegged at
$3.4 billion; 2017’s sales of more than $45 billion
reflect a growth of nearly 15 times. In the last
decade alone, the U.S. organic market has more than
doubled in size.
The organic sector has thrived since the advent
of a strict, comprehensive federal standard for
organic and the introduction of the organic seal in
the marketplace. In 1990 when the Organic Foods
Production Act was signed into law authorizing the
U.S. Department of Agriculture’s National Organic
Program, U.S. organic sales totaled just $1 billion.
By 2002 when the final federal organic standards
were implemented and the USDA Organic seal was
introduced, organic sales had climbed to $8.6 billion.
Fast forward to the present, and you see more than
newhope.com

24,000 certified organic operations nationwide
serving an almost $50 billion market, whose annual
growth rate regularly outpaces that of the total food
market.
While the growth in organic sales slowed in
2017, some slowdown in what had been an on-fire
growth pace was expected. The organic market is
maturing and coming of age. New channel and
product expansions are becoming more incremental
rather than revolutionary. Organic’s market
performance revealed the maturity or different
stages of development of each category in organic
food, plateauing in some areas and shifting in others
to reflect new trends and challenges.
“The organic food market will see a steadier pace of
growth as it matures, but it will continue to surpass the
growth rate of the broader food market,” noted Batcha.
“Demand for organic is flourishing as consumers
seek out nutritious and clean food that is good for
their health and for the environment. That demand is
driving innovation, and there are now so many organic
options that we can all eat organic for breakfast, lunch,
dinner, snacks and everything in between.”
Produce strong; dairy and eggs
challenged
Fruits and vegetables continued to be the largest
organic food category, recording $16.5 billion in
sales in 2017 on 5.3 percent growth. Fresh produce
accounted for 90 percent of organic fruit and
vegetable sales. Sales of organic dried beans, along
with dried fruits and vegetables, were a stand-out
subsector in the category, increasing by 9 percent
and reflecting growing demand for legumes and
plant-based products.
The organic dairy and egg category had one
of its most challenging years in 2017. While still
the second-largest selling organic category, sales of
organic dairy and eggs grew just 0.9 percent to $6.5
billion. The slow growth in this key organic category
acted as a drag on the growth of the overall industry.
Many producers have entered the organic dairy
market over the last several years, attracted by the
steady growth of the sector and the high returns
for organic products. This new wave of supply,
however, hit the market just as demand for organic
dairy began to shift to more plant-based offerings,
creating a situation of too much of a good thing. The
oversupply of organic milk did have a silver lining
for other dairy products: organic ice cream sales
were up over 9 percent and organic cheese sales rose
by almost 8 percent.
The organic egg market faced unique challenges.
Pasture-raised eggs, which clearly delineate humane
practices such as outdoor access, presented stiff

competition for organic eggs in 2017. Consumers
perceive organic as requiring a number of humane
practices including outdoor access for livestock
and poultry. However, the requirements as written
within current federal organic standards are unclear
and inconsistently applied. The organic industry
worked to advance the Organic Livestock and
Poultry Practices rule to clarify required practices,
but the rule was abruptly withdrawn by the U.S.
Department of Agriculture in 2017.
USDA’s squelching of this regulation widely
supported by the organic sector caused millions of
consumers to question the meaning and relevance
of the USDA Organic seal as it relates to dairy
and egg products. This confusion and uncertainty
dampened consumer demand for both organic eggs
and organic dairy.
On a tear: Beverages move to
No. 3 slot
Consumers are drinking more, but that’s not a
bad thing. They’re drinking more healthy organic
beverages, especially fresh juices. Organic beverage
sales rose 10.5 percent last year to $5.9 billion,
making beverages the third-largest organic category,
and a stand-out area of innovation and adaption
of health trends. The driver in beverages was fresh
juices for which sales jumped almost 25 percent
to $1.2 billion and continued a multiyear doubledigit growth streak. Non-dairy organic beverage
alternatives in the form of almond, soy, coconut, rice
and other blends also gained in popularity in 2017.
Outside of the food aisles: Solid
growth and lots of potential
The organic non-food market grew a solid 7.4
percent in 2017, handily outstripping the 1.9 percent
growth in the broader market. In the last 10 years,
the size of the organic non-food industry has more
than doubled. Organic fiber continues to be the
largest and fastest-growing sector in the category—
up 11 percent to $1.6 billion—with most of those
sales in organic cotton. Organic dietary supplements
rose 9 percent as demand increased for whole food
or plant-based supplements.
“Consumers don’t want to eat just clean food,
but they also are demanding transparency, clean
ingredients and plant-based products in every aspect
of their lives,” said Batcha. “The non-food organic
market has made great strides, but there is still a vast
opportunity for more growth in this sector.”
This year’s survey was conducted from Jan. 25
through April 22, and produced on behalf of the
Organic Trade Association by Nutrition Business
Journal (NBJ) with 250 companies taking part.
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