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The collective consciousness
In the current climate, business has the 
best opportunity to lead 

By Rick Polito

A time has come for business, and per-
haps the natural products industry 
in particular, to step up. With gov-

ernments marching into political paralysis, 
trapped in a cycle of ideology eclipsing pos-
itive action, the need has never been greater 
for companies to make decisions that are 
good for the people and the planet but also, 
ultimately, good for their bottom lines. 

Business as a force for good? Yes. It’s 
possible, even profitable, for corporations 
to make the right decisions.

This could be obvious in energy produc-
tion—Google the Bloomberg piece on how 
“capacity factor” dooms fossil fuel plants in 
favor of solar and wind—but it’s an obliga-
tion in natural products and nutrition. 

Bringing more health to more people is 
the mission of the industries we cover. Sup-
plements, natural and organic food, non-tox-
ic personal and household care, all of these 
are better products for those customers 
better educated about what goes into those 
products. That education is more accessible 
than ever. You might be reading this on your 
smartphone, a device that’s in your pocket as 
you make purchase choices in a retailer’s aisle.

In that pixelated light, victory goes to 
the companies with those customers’ better 
interests in mind.

Which brings us to this year’s NBJ 
Awards. Perhaps more than ever before, 
we select the award winners based more 
on principle than profit. We seek to honor 
companies and individuals helping to lead 
the conversation on the good that compa-
nies can do. That can mean using business 

skills to turn an idea into 
a successful company. It 
can also mean tinkering 
with or creating a new 
business model that 
keeps the ideals matched 
to that idea. 

We looked for some 
of that in every award we 
gave this year.

The winners
GT’s Kombucha built a category that 

delivers a beverage that is lower in calories 
than soda while offering the health benefits 
of fermented products. 

Ganeden devised a way to put probiot-
ics into more products that make better di-
gestive health accessible, while focusing on 
the most healthful partners in that quest.

Ribus examined the not-on-the-label 
excipient components that go into supple-
ments and used innovation and invention 
to offer clean label solutions.

CVS took a look at its identity as a 
health-oriented destination and took to-
bacco products out of the store, abandoning 
a revenue stream measured in the hundreds 
of millions. On top of that, they launched a 
$50 million anti-smoking initiative. 

Mike Archbold’s departure as CEO of 
GNC may not have been his choice, but his 
choices there left a legacy of reform for the 
whole supplement industry. Archbold’s ef-
forts to corral and coordinate trade groups 
and put transparency on the shelf at the 
leading supplement chain transformed how 

the industry should look at itself.
Natural Grocers stands out in the nat-

ural channel for educating consumers, with 
training requirements for every employee 
and engagement opportunities for every cus-
tomer. The company was an obvious choice 
in an obvious retail channel, but Natural 
Grocers shares the education award with 
Hy-Vee, a Midwestern and very-much-
mass chain that put a registered dietician in 
every store and offers health and nutrition 
education both online and in-person.

When people talk about ideas that 
could improve transparency in the supple-
ment industry, they are often talking about 
things that Gaia Herbs is already doing. 
Lot numbers linked to origin and certifi-
cates of analysis, a gold-standard example 
of transparency, are accessible online. Ver-
tical operations and outreach creating new 
opportunities for American farmers are 
the onshore stories, but responsible inter-
national sourcing is an essential element in 
the Gaia mission statement.   

Nitric oxide does not have house-
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COVER STORY CONTINUED

LETTER FROM NBJ: A NEW TEAM, A NEW ERA 
Every publication is a team. For NBJ, that team extends to experts and 

writers across New Hope Network and onto a roster of freelancers who 
contribute to every issue. But the key players are on the masthead.

Last month we added a new name to the masthead, a new key player 
who will transform and strengthen the whole team. This new team 
member is important and pivotal enough that I can declare this a new 
era for NBJ.

Why? 
We got lucky.

When the NBJ senior analyst position became open after James 
Johnson’s departure in December, we received resumés from scores of 
applicants, many of them very qualified with experiences and abilities 
great for the job. 

Narrowing that field was a challenging task.
And then making the final selection got really easy.
Claire Morton joined New Hope Network in late January with a 

unique set of qualifications. She comes to us with experience in data 
analysis working across different industries. She also comes with not just 
a passion for nutrition but also a degree in nutrition. She even volunteers 
to teach families about nutrition. On top of that, she brings an MBA.

An experienced analyst with an MBA and an academic and personal 
background in nutrition? We got lucky.

Yes.
That’s why I am calling this a new era. I’ve already taken to referring 

to time before her arrival as BC: “Before Claire.”
At her first Natural Products Expo West earlier this month, just four 

weeks after her first day on the job, she displayed the kind of curiosity 
any editor wants to see. She sought out the right people and she asked 
the right questions, eager at every encounter. She made it clear how the 
team needs to stretch beyond the masthead and into the industry to 
validate the numbers and strengthen the steps we take to get to build 
our data model.

And she came back excited about the experiences.
I took on the role of editor in chief in the third quarter of 2015. I 

have attempted to make NBJ a leader in the conversation about the 
challenges and the future of the industry. The Dark Issues are examples 
of that, but we’ve tilted to an appropriately questioning journalistic 
stance in every issue.

We can’t take that stance without strong numbers. Our value prop-
osition rests on that data that guides the the editorial content and the 

industry. With Claire Morton on the team, the insight 
and inquisitive approach has changed.

The numbers got stronger.
The team got stronger too. 
Welcome to the new era.
 

Rick Polito
 NBJ Editor in Chief

hold-name familiarity for consumers, but 
HumanN is using and leading science to 
bring the ingredient into the mainstream. 
Such responsible science and category com-
mitment are what the industry needs to see. 

Personalized nutrition can be an over-
used word and a concept of questionable 
practicality. Habit uses real-time science, 
more tangible than DNA readouts, and a 
meal kit model to make personalized nutri-
tion more approachable and accessible. 

Palm oil is a healthful ingredient from 
an unhealthy supply chain. More ubiquitous 
than most realize, the oil has been connect-
ed to environmental destruction and worker 
exploitation. Natural Habitats changes that 
with a model that’s better for the environ-
ment and the producer communities. Teach-
ing farmers to convert to organic/regenera-
tive practices and then paying a premium for 
the product fosters economic development 
for impoverished and exploited communi-
ties on two continents. 

OSC² turns business as a force for good 
into a collective effort for a community of 
companies. Some of these companies are 
small with limited opportunity for impact. 
As a community, they have a chance to make 
a difference. That difference was seen in Cli-
mate Day at Natural Products Expo West, 
where OSC²’s Climate Collaborative was an 
important partner to New hope Network.

Stepping up
OSC² might be the best example of ur-

gency-meets-action in this year’s selection of 
NBJ Awards. A good example of commu-
nity, too. But all of the companies honored 
here are part of a community. A competi-
tive community, perhaps, but still a group 
of companies leading change and sharing 
common goals. Working together could be 
the best way to achieve those common goals.

After all, it’s time for business to step 
up. Governments are plainly incapacitated 
and incapable. Enlightened and educated, 
consumers will protest with their pocket-
books (and smartphones) to separate the 
high-minded from high-profits.  

The nutrition industry has always had 
the opportunity to lead. Now it has an ob-
ligation.
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NBJ Award: Efforts on behalf of the 
industry 
When GNC was burdened with a damning investigation, CEO                                  
Mike Archbold saw an opportunity to unite the entire industry

By Bill Giebler

On Monday morning, February 2, 
2015, six months into his career 
with GNC, CEO Michael Arch-

bold received a notification from New York 
Attorney General (NYAG) Eric Schnei-
derman calling on the company to “cease 
and desist engaging in the sale of adulter-
ated and/or mislabeled herbal dietary sup-
plements, and in particular to immediately 
stop the sale of five ‘herbal Plus’ dietary 
supplements…”

That notification, and much of what 
happened in the following months, sent 
Archbold on a mission for industry reform 
that reshaped how retailers, producers and 
trade groups approach product transparency.

Archbold had stepped in mid-2014 
after a successful customer experience 
and financial performance turnaround for 
women’s clothing retailer Talbots (as well 
as executive positions with many national 
retailers including Vitamin Shoppe). GNC 

brought him on as they experienced slow-
ing sales growth, and stock value began to 
grow immediately. 

But fortunes change.
On July 28th, 2016, days before his sec-

ond anniversary at GNC, Archbold was 
replaced due to decreasing revenue. The 
NYAG investigation and resulting com-
pliance and transparency efforts formed a 
dominant element of his tenure with the 
company. 

GNC was one of four companies named 
in the AG’s investigation. Walgreens, 
Walmart and Target were also found to be 
selling adulterated and mislabeled herb-
al supplements, four out of five of which 
“did not contain any of the herbs on their 
labels,” according to a New York Times ar-
ticle the day following the announcement 
of the investigation. The story alleged the 
products contained only “cheap fillers like 
powdered rice, asparagus and houseplants, 
and in some cases substances that could be 
dangerous to those with allergies.”

readers of this journal know the rest of 
the story. The allegations, based on an in-
appropriate testing method, proved to be 
largely false—but not before GNC com-
plied with the AG’s requests. On March 
30th, Schneiderman announced an agree-
ment with GNC to implement “landmark 
reforms for herbal supplements” and urging 
“all herbal supplements manufacturers and 
retailers to join GNC in working with us to 
ensure consumer safety.”

Part of the agreement was that the very 
same lot numbers called mislabeled by the 
AG’s office were put back on the shelf after 
being proven—by way of more appropriate 

chemical assays—to be satisfactory. Instead 
of fighting the AG, however, GNC contin-
ued to comply and embarked on a mission to 
build in the kinds of safeguards that would 
have prevented the whole NYAG controver-
sy from happening in the first place. Those 
safeguards included clarifying standards of 
identification and outlining GMPs for bo-
tanicals (accelerating an ongoing AHPA ef-
fort) and eliciting input from throughout the 
industry. The bold moves were applauded.

But perhaps not in the GNC board-
room. 

Cost of quality
“Was it worth it?” Archbold says of the 

efforts put forth by GNC under his leader-
ship. “Absolutely it was worth it. It is worth 
it. Quality is always worth the cost.” 

Archbold describes the quality assurance 
efforts as a four-legged stool. Good agricul-
tural practices, supply chain management, 
raw material GMPs and testing form one 
of the legs. An industry-wide product data-
base forms another. Participating in facility 

NBJ Takeaways 
 » Cooperation and collaboration  
are essential, especially  
in times of crisis

 » For GNC and much of the industry 
the quality was already there,  
but it needed to be organized  
and communicated

 » The cost of quality may be rough 
on short term financials but  
essential to long-term strategy

Mike Archbold
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quality seals like ISO9000 or GMP seals 
becomes the third. “The last leg that I look 
at is really consumer communication media 
strategy,” Archbold says. “That’s where you 
get credit for all of the other things that are 
going on that are so important. But I really 
do think of it as building that four-legged 
stool, and you need all of them to make it 
stand up sturdy.”

It’s an expensive stool (with the first leg 
being both the most important and most 
expensive, says Archbold). But, he says, “I 
think not having those things would be an 

even greater cost.” A tough decision to make 
as a new CEO of a struggling company. 

“It truly tests the integrity of both the 
CEO and the company he represents when 
faced with a head-on crisis,” says Scott 
Steinford, CEO and founder of Trust 
Transparency Consulting. Archbold, he 
says, stepped up in a very visible fashion 
to address the dialogue. “Very few at that 
particular time reached out as quickly and 
as effectively as he did. he represented the 
industry with integrity, ethics and transpar-
ency and changed the dialogue that could 
have evolved had he not stepped in.”

That visibility is a key component of the 
galvanizing effect of GNC’s work during 
Archbold’s tenure. “What we found,” says 
Archbold, “is that so many of the quali-
ty players in the industry … had so many 
good practices and procedures.” 

What Archbold believes GNC’s role 
was during that time was bringing the in-
dustry together to standardize best practic-
es, “to ensure that we all are doing the same 
great things rather than a whole bunch of 
different great things.”

GNC was able to put the products back 
on the shelves, Archbold says, “because the 
products were fully compliant.” “We then 
agreed to take on a number of initiatives 
in order to drive the standardization of 
the processes throughout our entire supply 
chain and then really pushed to have the 

entire industry do the same thing.” 
GNC also built partnerships across mul-

tiple strata of the industry, working in proj-
ect partnerships not just with AhPA,  but 
with NPA, CRN and UNPA, too, to create 
standards for identification and GMPs, es-
pecially for botanicals. 

“We could not have done it without the 
support and the alignment of the trade as-
sociations,” Archbold says. “This was one 
of the cases where we as an industry really 
came together as a united front and knew 
what needed to be done.” Instead of argu-
ing over the possibilities, he says, GNC, 
along with the trade associations and in-
dustry leaders, aligned around what needed 
to be done. “I think that’s really what made 
such a difference.”

“We appreciate and applaud Mike’s work,” 
says  UNPA president Loren Israelsen, who 

credits Archbold with “moving the discus-
sions and action items around dietary supple-
ment quality and supply chain management 
issues forward during a time of disturbance 
with various state attorneys general.” 

In times of trouble
“It is worth noting that this engage-

ment came during a challenging time for 
GNC,” Israelsen says. “his efforts to re-en-
gage GNC with the industry and lead out 
on these issues while working internally to 
raise the bar on product standards within 
GNC are to be commended.” 

“A challenging time” might be an un-
derstatement. Archbold’s initial gains in 
GNC’s stock valuation flattened during the 
investigation and began to disintegrate in 
September of 2015, hitting his GNC career 
low in July of 2016. At that time, the com-
pany reported second quarter consolidated 
revenue of $673.2 million, a 2.4 percent 
year-over-year decrease. Same store sales 
decreased 3.7 percent (and 6.6 percent in 
franchise locations). 

In an abrupt turn at the end of July, 
Archbold left GNC and resigned from 
the board. GNC’s Chairman, Michael F. 
hines, stated in a press release at the time: 
“As we continue the strategic review pro-
cess and move with urgency to improve 
performance, the Board believes it is the 
right time to undertake this change to drive 
effective execution of our plans.”

Looking forward
Product quality standards are an ongo-

ing effort and a moving target for the en-
tire industry. Taking a close look at qual-
ity wasn’t a new effort for GNC. Even so, 
“there is a good portion of it that was, in 
fact, triggered by the NYAG’s work and in-
vestigations,” Archbold admits, “because it 
caused us to really focus on all of the great 
things that we do and the need for being 
able to communicate those things.” 

GNC, he says, already had, and still 

“Was it worth it? Absolutely it 

was worth it. It is worth it. Quality 

is always worth the cost.” 

– Mike Archbold
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has, great quality practices, standards 
and testing procedures. What they 
found is that their standards differed 
from those of other quality brands. “The 
NYAG’s investigation certainly was one 
of the factors that pushed us to really 
pull the industry together.” 

Pulling together is essential, Arch-
bold says. “I think if we as an industry 
can align around best practices on tests 
and procedures, we can drive down the 
cost of quality, and that way we can really 
receive credit from the consumer for the 
great quality that so many in the industry 
actually deliver.” 

Steinford sees this, too. “The discussion 
that Mike forwarded is going to continue 
to evolve for years to come,” he says. 

When it comes to receiving an NBJ 
award, Archbold says he is “thrilled to be 
able to stand up for all the great things 
this industry has done. The focus on the 
quality, the purity, the potency, the safety 
and the efficacy of our products is some-
thing that cannot and should never be dis-

counted.” As companies like GNC con-
tinue to focus and communicate quality 
efforts, the entire industry stands to im-
prove its reputation, he continues. The re-
sult? “I think that the growth of the indus-
try will continue to be as great as it has 
been in the past.”

“It truly tests the integrity of both the 

CEO and the company he represents 

when faced with a head-on crisis.”

- Scott Steinford, Trust Transparency Consulting

GNC STOCK PRICE, 2012-2017

Source: Yahoo Finance, $USD
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NBJ Award: Science 
HumanN invests in the long game

By Melaina Juntti 

In an industry with its fair share of 
fledgling upstarts and fad chasers, a 
dietary supplement company founded 

upon Nobel Prize–winning science and 
run by the former number-two at Dell 
stands out. 

HumanN, founded in 2009 as Neo-
genis Laboratories, introduced the concept 
of nitric oxide enhancement through func-
tional foods and food-based supplements. 
By taking a long-term approach—slowly 
building a business based on solid science, 
secure patents and a slick digital plat-
form—humanN has garnered trust among 
consumers, cardiologists and sports nutri-

tionists. The company now offers roughly a 
dozen products, ranging from its flagship 
heart health formula, Neo40 (which has 
now sold over 40 million tablets), to exer-
cise-enhancing BeetElite, used by legions 
of pro athletes. humanN has twice made 
the Inc. 5000 List.

A strong foundation
It all started with the game-changing 

research of Nathan Bryan, Ph.D., from the 
University of Texas health Science Center 
at houston. he’d worked in the lab of Dr. 
Ferid Murad, MD,  a renowned pharmacol-
ogist who won the Nobel Prize in 1998 for 

his discovery of nitric oxide a vasodilator. 
“Dr. Bryan further developed the tech-

nology with the idea that nitric oxide 

SPORTS SUPPLEMENTS SALES AND GROWTH, 2007-2016

Source: Nutrition Business Journal ($mil., consumer sales)
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NBJ Takeaways 
 » A Nobel Prize makes for serious 
marketing material

 » A consumer test for deficiency 
could help introduce a lesser 
known ingredient

 » Selling direct online delivers a 
trove of information on consumers
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impacts the aging process,” says Bernie 
Landes, founder of Nutritional Products 
Consulting Group and consultant for hu-
manN. “his patents centered on enhancing 
nitric oxide, especially in people around 
age 40, when it becomes more challenging 
for the body to produce it. This is a unique 
starting point for a supplement company.”

Next, Bryan sought out a private com-
mercial enterprise to take his technology 
to market. Enter Joel Kocher, who’d spent 
years running Dell in the 1980s and ’90s 
before heading other tech ventures. “I went 
to an investor presentation, and within the 
first 15 minutes, I thought, how can this be 
true?” he says. “This research got the Nobel 
Prize, so obviously nitric oxide is critical to 
cardiovascular health. So why had I never 
heard of it?” At the close of the presenta-
tion, Kocher called Dr. Janet Zand, now a 
cofounder, to ask what she thought. “That 

was the genesis of our company.”
The team knew that in order to sell 

this technology, they had to put it into 
forms people would consume—and en-
sure that those products would work. 
“humanN aims to advance not just the 
basic science—what does nitric oxide 
do?—but also applied science: how do 
we ensure nitric oxide will actually bene-
fit people?” Landes says.

As part of its long-view strategy, hu-
manN took ample time to get its flagship 
product just right before launch—and to 
develop a method of assessing whether it 
works. “After we secured a license, we took 
a year to get the product from its raw form 
to a tier-one consumable level,” says Koch-
er. “We asked focus groups what they liked 
most and least about supplements. By a 
strong consensus, what they liked least was 
not knowing if they really needed a sup-

plement or if it was actually working. So, 
to the consternation of many, we delayed 
our launch in order to develop a diagnostic 
test strip for nitric oxide level. This simple 
test really helped us get our business off the 
ground, especially with medical doctors.”

Expert opinions
Mark Blumenthal, founder and execu-

tive director of the American Botanical 
Council, is an enthusiastic fan. “humanN 
has a unique product featuring beetroot 
and hawthorn berry extract,” he says. “It is 
very safe and quite effective at enhancing 
nitric oxide based on significant amount 
of scientific research. And this is not 
smoke and mirrors. This isn’t one of those 
companies that has maybe one rat study 
or a small pilot study on humans and then 
they’re off to the races.”

Along with its growing suite of re-

HEART HEALTH SUPPLEMENTS SALES AND GROWTH, 2007-2016

Source: Nutrition Business Journal ($mil., consumer sales)
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search-backed products, a sophisti-
cated digital presence has also fueled 
humanN’s success. The company sells 
mainly direct-to-consumer but also does 
some retail and has a robust practitioner 
business. “Over 70 percent of sales touch 
digital in one way, shape or form,” Koch-
er says. “We like the direct-to-consumer 
channel because it delivers superior cus-
tomer intel—we can really know what 
they’re thinking. Maybe the whole Dell 
experience has something to do with that 
because Dell redefined distribution.”

With its impressive science and tech-
nology roots, humanN has attracted more 
top-tier scientists and doctors into its fold. 
John Ivy, Ph.D., the company’s executive 
director of sport and nutrition research, 
is a world authority on nutrient timing 
and protein utilization. he helped Mi-
chael Phelps win eight gold medals in the 
2008 Olympics. John Cooke, MD, chair 
of cardiovascular sciences at the houston 
Methodist research Institute, sits on the 
company’s impressive scientific advisory 
board. “I appreciate that humanN has a 
strong scientific basis and is bringing more 
of that into the dietary supplements indus-
try,” Cooke says. “This is a great company, 
headed up by people who want to make a 
real difference in this field.”

The board also includes Stephen Talcott, 
Ph.D., a food chemistry professor at Texas 

A&M University and 
authority on superfood 
phytochemicals, and 
Joseph Purita, MD, an 
orthopedic surgeon and 
pioneer in stem cell ther-
apy. “These experts don’t 
generally serve on scien-
tific advisory boards, so 
they are not just talking 
heads,” Landes says. 
“Their role is not to en-
dorse products but to vet, 
support and enhance the 
science on which prod-
ucts are based.”

While humanN got its start with ni-
tric oxide, that’s not the company’s sole 
target. “Our primary focus is supporting 
human beings over age 40 with robust nu-

tritional solutions that really work,” Koch-
er says. “Because nitric oxide is linked so 
closely to a healthy cardiovascular system, 
we began looking into other health areas 
that we could bring a similar business for-
mula into. Besides, our customers have so 
much confidence that our products work 
that they were asking us for more prod-

ucts.”

Expanded applications 
At this past Natural Products Expo 

West, humanN launched Protein 40, de-
veloped by Ivy to support muscle recovery 
and bone mass among the 40-and-up set. 
“Why does the world need another pro-
tein?” Kocher poses. he points to a link 
between nitric oxide and protein synthesis. 
“For protein synthesis to work effectively, 
nitric oxide has to be present. I’ve never 
heard any protein company say that, proba-
bly because they’re not aware.”

Clearly, humanN is making its mark in 
the supplements space and beyond. It is also 
helping to bolster the cred of an industry of-
ten hit with criticism over its products lack-
ing solid, peer-reviewed science. “humanN is 
a model for other companies, entrepreneurs 

and researchers to emulate,” Blumenthal says. 
“We didn’t just jump on the hottest fad,” 

says Kocher. “We took a very serious ap-
proach and said ‘Look, let’s take 20 years to 
build a great company with great products 
that can solve customer problems long-term.’ 
The only way to do that right is to build a 
very strong foundation in science.”

 

“This is not smoke and mirrors. 

This isn’t one of those companies 

that has maybe one rat study or a 

small pilot study on humans and 

then they’re off to the races.”

Mark Blumenthal, American Botanical Council
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NBJ Award: Innovation
The personalized nutrition movement may have found its next disruptor in Habit

By Todd Runestad

Innovation is that ineffable corporate 
play that separates the disruptors from 
the quarterly-report players. It’s a thou-

sand songs in your pocket. The 1,001st at-
tempt to create the light bulb. The hither-
to-unimaginable invention of zero. 

Tim Avila, president of Systems Bio-
science, works with everyone from nutri-
tion start-ups to major CPG brands like 
Coke and Pepsi. he chides the big boys for 
having built up an ossified “environment of 
fear and lack of passion.” he pegs passion 
as that intangible element that drives cor-

porate innovation. “You have to be smart, 
but the passionate, creative types are critical 
to innovation,” says Avila. “When you don’t 
have that passion, you lose the fearlessness, 
and that’s what you can say about Neil—‘I 
know this idea is a good one and I have no 
fear, I’m not going to succumb to fear.’” 

The Neil he’s talking about is Neil 
Grimmer, founder of NBJ Innovation 
Award recipient, Habit. 

“I believe innovation is a way of living,” 
says Grimmer, “a state of mind, a way of 
looking at the world that sees opportuni-

NBJ Takeaways 
 » Providing a real-time testing  
in personalized nutrition  
remains a challenge

 » Lifestyle  that goes beyond  
diet cannot be ignored in  
personalized nutrition

 » Execution can be as  
important as innovation  

GOOGLE SEARCH VOLUME OF “MEAL KIT DELIVERY,” 2012-2017

Source: Google Trends
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ty in every obstacle, that inspires creative 
solutions where none exist, that has a deep 
commitment to making the world a better 
place with every product, service or experi-
ence that is created. Many companies are 

not set up to embrace this expanded notion 
of what innovation is.”

Track record results
You want to know what innovation 

looks like in the nutrition space? Bay Area 
denizen Grimmer earned his innovation 
chops with Plum Organics, the premium 
organic baby food line that became the 
No. 2 organic and No. 4 overall baby food 
company. It gained the attention of Camp-
bell’s, which spent $249 million for Plum 
in 2013. Campbell’s remained enthralled 
with Grimmer’s innovation bona fides, and 
when Grimmer started habit, one of the 
vanguard companies pioneering the per-
sonalized nutrition space, Campbell’s be-
came the sole investor, handing Grimmer 
$32 million to launch. 

“habit is well positioned in this wired- 
for-well-being space and poised to lead the 
personalized nutrition category,” said Camp-
bell’s president and CEO Denise Morrison 
in a statement. “Campbell’s investment is 
part of our broader efforts to define the fu-
ture of food, which requires fresh thinking, 
new models of innovation, smart external 

development and venture investing to create 
an ecosystem of innovative partners.”

habit’s at-home test kit measures more 
than 60 different biomarkers—which in-
clude nutrition-related blood markers—

how these markers change in response to 
a proprietary metabolic challenge beverage, 
and genetic variations within one’s DNA. 
As part of the test kit, people consume a 
“metabolic milkshake” and take blood sam-
ples 30 and 90 minutes later to see exactly 
how their body metabolizes macronutri-
ents. 

The $299 package includes a digi-
tal dashboard where people can provide 
body metrics that include weight, height, 

waist circumference as well as health goals. 
habit’s proprietary and patent-pending 
approach, including the Nutrition Intel-

ligence Engine, then synthesizes the data 
to determine the foods and nutrients that 
best fit each individual. Certified coaches 
help people meet goals through tailored 
plans, while a team of chefs prepare the 
personalized meal plan, delivered straight 
to one’s home. 

A needed “next step”
“We’re at the beginning of a new era in 

nutrition—personalized nutrition, based 
on science, enabled by big data and com-
putational mathematics that will change 
the way we eat forever,” says Leroy hood, 
co-founder of The Institute for Systems 
Biology and habit science advisor. “habit 
is combining decades of research on sys-
tems biology into the most complete view 

possible of your body’s specific nutritional 
needs and tolerances.”

Avila looks at the personalized, or 
precision, healthcare movement as be-
ing a true game-changer, though much 
work remains to be done. he describes 
the game with the acronym AIr, which 
stands for assessment, interpretation, 
recommendation. That is, you need as-
sessment tools that are both non-invasive 
and able to report back in real time (nei-

ther of which truly happen yet). You need 
to interpret the data—the algorythms, 
machine learning, expert systems mixed 

“We hope to transform markets and 

wellbeing at the same time.”

-Neil Grimmer, Habit

“Neil gets inspired,  

he gets ideas, and he goes 

out and executes.”

-Tim Avila, Systems Bioscience
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with human intelligence. And you need 
the individual-based recommendation. 

We’re still at the beginning of this game, 
and much remains to be done, including 
what many see as the most important diag-
nostic, which is the mapping and assaying 
of the complete human microbiome. But 
between vitamin D tests, Omega-3 tests, 
gene maps, stool samples and blood tests, 
we’re getting there. 

“Our industry has taken a generic 
approach to our health, our food, our 

weight loss and our performance,” notes 
Grimmer. “We aim to usher in the era of 
‘you’ based on a highly personalized ap-
proach to one’s health and wellbeing an-
chored in your biology at a cellular level. 
We hope to transform markets and well-
being at the same time with this highly 
disruptive and personalized approach to 
human health.”

“Neil gets inspired, he gets ideas, and he 
goes out and executes,” says Avila. “Credit 
Neil for executing for consumers. I applaud 

what they’re doing. You’re not going to af-
fect healthcare economics until you get life-
style modifications one person at a time.”

Innovation in the nutrition space has 
always been presented as individual prod-
ucts—a new delivery format or a branded 
ingredient—but how about an internet 
dashboard that shows you dozens of differ-
ent personalized health metrics to organize 
your lifestyle choices and live a more opti-
mal existence? That’s something more than 
innovation.  That’s disruptive.

MEAL KIT DELIVERY STARTUP FINANCING HISTORY

Source: BI Intelligence, CB Insights
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NBJ Award: Stewardship
OSC² brings natural products companies together for change

By Ilene Lelchuk

With climate change deniers in 
the White house, pollution 
rules in danger of being gut-

ted, and republican proposals to cut EPA 
funding, leaders in the natural products in-
dustry are fired up to tackle climate change 
themselves through the innovative non-
profit OSC². 

OSC² was conceived in 2012 by Ahmed 
rahim, founder and CEO of Numi Or-
ganic Tea, and Lara Jackle Dickinson, 
a natural products industry executive. It 
began with a conversation about how the 
industry attracted eco-conscious compa-
nies but lacked a mission-driven leader to 
funnel, organize and expand their efforts to 
save the planet. 

“We can all go deeper, and we can all go 
broader,” is how Dickinson puts it.  

So in July 2012, Dickinson gathered 

eight like-minded industry executives at 
her home in Piedmont, CA, to laydown the 
groundwork for what would become OSC² 
with its “One Step Closer 2 an Organic and 
Sustainable Community” tagline.

Five years later, the group is rich with 
big names in organic and sustainable farm-
ing, reforesters and ethical employers: 18 
Rabbits, Guayaki Yerba Mate, California 
Olive Ranch, Nutiva®, Lotus Foods, Dr. 
Bronner’s Magic Soaps, Happy Family, 
Gaia Herbs, Estancia Beef and more. 

These companies lead by example. 
Guayaki Yerba Mate is a certified organ-
ic, fair-trade product sold in biodegradable 
and compostable packaging. The brand’s 
mission includes restoring South Ameri-
can Atlantic rainforests. Dr. Bronner’s ad-
vocates for fair wages and regenerative or-
ganic agriculture, and 18 rabbits produces 

non-GMO organic granola and snacks, do-
nating 1 percent of profits to organizations 
that feed impoverished U.S. children. 

NBJ Takeaways 
 » Small companies working together 
can affect big changes

 » A coalition of companies  
demanding change together  
create markets for better pack- 
aging and necessities without 
negative environmental impacts

 » New Hope Network Enlightened 
consumers are demanding  
more environmentally  
responsible products

CLIMATE CONCERNS IMPACT CONSUMER PURCHASES

Source: NEXT Data and Insights
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WILLING TO PRIORITIZE BRANDS INVOLVED IN 
FIGHTING FOR CLIMATE FRIENDLY POLICY

Source: NEXT Data and Insights

Millennials Gen X Boomers
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On the ground at Expo
Sixteen sustainable food businesses 

make up the core OSC² membership, and 
they work with dozens more to collabo-
rate, share knowledge, shape and pursue 
their missions. Under OSC²’s influence, 
the number of natural product companies 
committed to the environment is grow-
ing quickly. That’s especially true after 
the first-ever Climate Day, organized by 
OSC² and co-hosted by New hope Net-
work at Natural Products Expo West in 

Anaheim in March.
Some 600 people registered for the 

onsite event with another 1,500 live 
streaming, and on that day alone more 
than 30 producers, retailers and distrib-
utors committed to help reverse global 
warming. OSC²’s goal is to reach 1,000 
commitments by the year’s end.

“Each commitment is inspiring,” said 
co-founder rahim. “Whether (it is) fo-
cusing on compostable packaging or re-
ducing carbon from transportation alter-
natives, each step is making a difference.” 

Dickinson said the Climate Day crowd 
size proved “the opportunity and timing is 

ripe to take a leadership position.” 
ripe is right. New survey results re-

leased by NEXT Data for New Hope 
Network show a shift in consumer aware-
ness about how each choice at checkout 
affects the planet. More consumers are 
willing to pay more for action-oriented 
brands–those committed to organic farm-
ing, waste-free packaging, sustainable ag-
riculture, replanting depleted forests and 
donating money to nonprofits. The trend 
started with Boomers and Gen Xers, 
and now Millennials strongly embrace 
it. A survey of more than 1,000 consum-

ers showed 60 percent of Millennials said 
they’d pay more for progressive brands.

“We have the opportunity right now 
to connect consumerism to climate ac-
tion using our brands as a catalyst for 
change,” Eric Pierce, director of business 
insights at NEXT Data, said during a 
Climate Day presentation.

he added: “Imagine the impact of 
funneling trillions of consumer spending 
into companies committed to climate re-
sponsible action!”
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The trillions Pierce refers to represents 
the entire food value chain. In 2015, the 
natural products industry was valued at 
$180.6 billion and is projected to grow to 
$200 billion by 2019.

The urgency of now
The current political environment is 

driving OSC²’s urgency for industry action. 
robynn Shrader, CEO of National Co+op 
Grocers, put it this way while speaking on 
a Climate Day panel: “If the private sector 
doesn’t do something, we are not only not 
going to advance the issue but we are going 
to backslide.” For its part, Shrader’s orga-
nization partners with Pur Project to plant 
forests and reduce its carbon footprint.

Moving the industry toward com-
postable packaging is another major mission 
of OSC². Think of all the wrappers, bottles, 

boxes and containers used by natural product 
producers. They add to the petroleum plastic 
clogging landfills and waterways. Dickinson 
pointed to a World Economic Forum study 
predicting there will be more plastic than 
fish in our oceans by 2050.

The OSC² packaging collaborative, made 
of more than 30 companies, is developing 
what they are calling the first compostable, 
non-GMO plant-based packaging material. 
“Through the buying power of the coalition 
with over 30 companies, this has helped 
grow the demand for this new material, and 
also drive the price down,” rahmid said.

realistically, it will take time and mon-
ey to convince producers throughout the 
industry to switch, Dickinson said. “The 
infrastructure just isn’t there yet—the scale, 
the pricing, the technology,” she said. “It 
isn’t something we’re going to fix in a cou-
ple of years. It could be a decade or more.”

That’s why OSC² is future-focused on 
identifying emerging leaders who can carry 
its missions into the next several decades. 

A next generation
In March, OSC² announced the first 

members of a new “rising Star” group of 
young businesses. They include Miyoko’s 
Kitchen of Fairfax, CA, a producer of ar-

tisan vegan cheese out to save the world 
with a plant-based diet; Kuli Kuli Foods 
of Oakland, CA, which is helping reforest 
haiti with drought-tolerant moringa trees 
(the leaves are used in Kuli Kuli’s Green 
Energy Shot); and Square Organics, also 
of Oakland, which donates part of its earn-
ings to Not For Sale, a nonprofit fighting 
human trafficking. 

rising Star Miyoko Schinner said she is 
eager to collaborate with like-minded com-
panies. Supply chain and sustainability are 
her key issues. (The main ingredient in her 
vegan cheese is organic cashews sourced 
from Vietnam, where the thirsty plant sur-
vives on rainwater rather than irrigation.)

“What our mission is, in addition to 
producing foods that have little impact on 
the environment, is to teach people a little 
about compassionate eating by taking an-
imals out of the equation,” Schinner said, 
adding with a quick laugh, “as New Agey 
as that sounds.” 

rahim is looking forward to the future 
with these start-ups and under $10 million 
companies. 

“It will be great to watch the younger sus-
tainable brands support one another,” he said, 
“and have the mentorship from more mature 
brands from core OSC² CEOs.” 

A World Economic Forum study 

predicts there will be more plastic 

than fish in our oceans by 2050.
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NBJ Award: Management 
achievement
CVS gives up $2 billion in cigarette sales to stay true to health-focused mission

By Carlotta Mast

Nearly half a million U.S. deaths 
each year are linked to cigarette 
smoking, with more than 41,000 of 

those deaths caused by secondhand smoke, 
according to the Centers for Disease Con-
trol and Prevention. Despite being deadly, 
cigarettes are lucrative for the retailers that 
sell them, generating some $80 billion a 
year in U.S. sales.

CVS Health, the drugstore chain with 
close to 10,000 U.S. locations, was raking 

in $2 billion each year in cigarette and 
other tobacco sales—that is until the com-
pany decided it couldn’t continue selling 
products known to kill people if it wanted 
to live its purpose of helping people on 
their path to better health. The company 
announced in February 2014 that it would 
ban all tobacco products from its stores by 
October of that year.

Led by CVS health President and CEO 
Larry Merlo and CVS Pharmacy President 

NBJ Takeaways 
 » Cigarettes can be lucrative  
for retailers but have no place  
in a health-focused chain

 » Bold choices can win trust from 
consumers and other industries

 » Looking past short-term  
sales is essential in a changing 
consumer culture

CVS STOCK PRICE, 2012-2017

Source: Yahoo Finance, ($USD)
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SHARE OF U.S. RETAIL CIGARETTE SALES

Source: The Wall Street Journal, Euromonitor International
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and CVS health EVP helena Foulkes, CVS 
health got the tobacco out a month earlier 
than planned, and the company hasn’t looked 
back since—and, in fact, is investing $50 mil-
lion as part of a five-year plan to create a gener-
ation that is able to grow up free from smoking. 

The company’s tobacco ban didn’t nec-
essarily look good on paper, at least in the 
beginning, and NBJ is recognizing CVS 
health for the management achievement 
required to do what was right for the long-
term health of both its customers and its 

business, even in the face of short-term, 
quarterly revenue pressures. 

A united decision
Nixing tobacco wasn’t a new idea for 

CVS in 2014. In fact, helena Foulkes, the 
woman who helped lead and became the 
spokesperson for the decision, says the idea 
had been circulating within the company 
for nearly 10 years. In 2012, the CVS ex-
ecutive leadership team began working to 
unite the two parts of the organization—
the pharmacy/drugstore business and the 
pharmacy benefits management business—
under a common purpose. 

“After lots of work, we landed on some-

“People have a lack of trust in all forms 

of power, and that is why it is so critical 

that we make purpose-driven decisions.” 

- Helen Foulkes, CVS
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thing pretty simple: Our purpose is help-
ing people on their path to better health,” 
Foulkes told attendees of the 2016 Shared 
Values Leadership Summit.

Once it was decided that there was no 
room for tobacco sales in that purpose, the 
entire leadership team united in removing 
the deadly products from CVS stores. “Our 
board [of directors] pushed us and said, 
‘You cannot be the second company [that 
bans tobacco]. You need to be the first,” 
Foulkes said. “Our CFO played a big role. 
Despite the fact that we were losing $2 bil-
lion in sales, he was quite passionate about 
it and helped us navigate how we could 
make the economics work.”

The decision was immediately lauded 
by anti-smoking and health advocates, but 
financial analysts weren’t so sure the move 
was strategically sound, given the down-
ward effect on CVS’s front-of-store sales 
in the first few quarters following the ban. 
“[The ban] has most certainly affected sales 
both directly, and indirectly, through the re-
duction in impulse purchases that tobacco 
customers made,” wrote Conlumino analyst 
Stephen Ward in an August 2015 financial 
report about CVS health.

‘Surprising’ benefits
The revenue pinch caused by the tobac-

co ban has since been followed by a more 
than $16 billion increase in CVS health’s 

pharmacy benefits management business, 
through which it manages the prescription 
drug plans for some of the world’s largest 
health-insurance companies. Foulkes attri-
butes the growth in this part of the CVS 
health business to the company’s demon-
strated commitment to its core purpose 
of helping people on their path to better 
health.

This commitment has led to other “sur-
prising” benefits, including the ability to 
more successfully recruit top talent, Foul-
kes said. “We have people coming out of 
the woodwork saying, ‘I want to work for a 
purpose-driven company.”

Banning tobacco also galvanized CVS 
health to strengthen its position as a 
health and wellness retailer by improving 

the food offerings throughout its stores. 
“We’ve shown that we can make big, bold 
decisions,” Foulkes says. “Our team of 
merchants who run the front store part 
of our business are driving toward much 
healthier food offerings, and [the tobacco 
ban] has really empowered them to go af-
ter that.”

Americans who live in the communities 
where CVS operates are perhaps reaping 
the greatest benefits of the tobacco deci-

sion. Although only 4 percent of cigarettes 
are sold annually in pharmacy stores, CVS 
health’s ban resulted in a 1 percent decline 
in overall cigarette purchases in the mar-
kets where CVS has a 15 percent or more 
share of drugstore sales, Foulkes told the 
Shared Values Leadership Summit. This 1 
percent decline “translates to every smoker 
buying five fewer packs on an annual basis,” 
she said. “We were thrilled to be able to see 
[this level of impact] in the data.”

Supporting smoking cessation efforts 
continues to be part of CVS health’s pur-
pose and mission. In March 2016, the com-
pany launched a five-year, $50 million cam-
paign to fund anti-tobacco education and 
advocacy in an effort to prevent kids from 
picking up smoking in the first place, and 

to educate their parents about the dangers 
of secondhand smoke. 

All of these efforts are helping CVS 
health build a culture of improved trust—
something every management team must 
be focused on today. “People have a lack of 
trust in all forms of power, and that is why 
it is so critical that we make purpose-driven 
decisions,” Foulkes said. “You’re never done 
with one decision. You’re constantly earn-
ing that trust.”

“Our board [of directors] pushed 

us and said, ‘You cannot be the 

second company [that bans tobacco]. 

You need to be the first.’”

- Helen Foulkes, CVS
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NBJ Award: Mission and 
philanthropy 
Natural Habitat brings a new vision to palm oil

By Rick Polito

In 2014, NBJ published a story we head-
lined “The League of Evil Ingredients.” 
We called out the usual suspects: car-

rageenan, maltodextrin, soy lecithin and 
others. We may have left one out: palm oil, 
a commodity famous for rainforest destruc-
tion, land-grabbing, labor exploitation and 
a ubiquitous presence in unhealthy pro-
cessed food. Many natural products com-
panies cross it off the ingredient list auto-
matically.

But maybe it was a good choice to leave 
it out of the “league.”

Maybe palm oil can be healthy, for the 
body, for the planet, and for the commu-
nities living in the shadow of those palms

Natural Habitats is proving that’s 
possible.

Converting farms to organic, and build-
ing processing plants to convert palm oil 
into its healthy form with fair trade values, 
Natural habitats is changing the trajectory 
of an entire commodity.

Neil Blomquist, a natural products in-
dustry veteran and managing director at 
Natural habitats, says the company is as 

much a mission as a business. “Even though 
it is a for-profit enterprise, the work that’s 
being done and the improvement in lives 
that occurs and the community investment 
can easily be perceived as philanthropic,” 
Blomquist says. “People who are following 
what’s going on with problems in other 
parts of the world, with how farmers are 
treated and how workers are treated, see 
this as a way of really lifting people out of 
depressed states.”

From the ground up
The process is bold, but in some ways 

simple.
Natural habitats finds farmers growing 

palm for oil and assists them in converting 
to organic. The process takes time—palms 

do not produce oil for sev-
eral years—but the compa-
ny supports them during 
the transition.

And when that palm 
fruit is ready for market, 
Natural habitats pays the 
farmers a premium.

That helps the farmers, 
but the Natural habitats 
model goes much further, 
bringing a ripple effect that 
spreads across the commu-

nity and the ecosystem. 
The ecosystem comes first. Much of 

the drive behind Natural habitats and its 
“Palm Done right” program is based in 
cleaning up the supply chain. The palm oil 
trade in Malaysia is ruthless. Clearcutting 
rainforests for palm plantations destroys 
habitat for endangered species, the use of 

herbicides and pesticides has additional 
impact downstream in waterways choked 
with silt as the soil is carelessly torn from 
the ground, turning a rich carbon sink into 
a massive carbon emmitter. 

On farms partnering with Natural 
habitats, as the name implies, the habitats 
stay natural. Agronomists adapt best prac-
tices to the landscape. Farmers use green 
manure and employ cover crops that build 
healthy soil and attract beneficial insects. 
Traps made with natural materials control 
less helpful bugs.

The effect is profound. Native plants 
come back. The farmer can also multi-crop 
with plants appropriate to the land. Wild-
life returns. The soil is healthy, regenerated.

The benefits for the communities can be 
just as remarkable.

Changing lives
Natural habitats supports schools where 

they work and built a clinic in Ecuador where 
traveling doctors and nurses offer checkups 
and consults.

In Sierra Leone, Natural habitats is 
constructing a zero-carbon mill that will 
produce healthy, high-quality oil and pro-
vide jobs in a country struggling with ex-

NBJ Takeaways 
 » Most palm oil is not  
harvested responsibly

 » Palm oil health benefits are  
overshadowed by corrupt  
supply chain

 » Fair trade benefits can be  
part of the marketing  
for ingredient providers
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YIELDS OF VEGETABLE OIL PRODUCED ANNUALLY FROM 1 HECTARE OF LAND:
PALM OIL IS THE HIGHEST YIELD ON THE PLANET

Source: Palm Done Right
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treme poverty. 
Like any other business based on fair 

trade practices, Natural habitats is de-
signed to work with the communities. 
More of the money stays with the farmers 
and producers, creating an economy that 
may not have existed before. 

Indeed, most of Natural habitats palm 
oil is sourced in Ecuador, but Blomquist 
says he expects farmers in Sierra Leone to 
account for the bulk of the oil within four 
to five years, much of it on land that had 
been deforested before the company started 
working with farmers.

Natural habitats grew 40 percent last 
year. Blomquist says that as the company 
expands its reach it increases the capacity 
and potential to work with larger organi-
zations. “That’s going to increase as we get 
this thing to be more visible,” he explains. 
They are already attracting attention from 
Greenpeace and the Wildlife Foundation. 
More partnerships means more benefits. 

Those ripples of benefit don’t end when 
the oil leaves the communities where it is 
produced.

When the organic palm oil reaches more 
developed countries, companies can offer 
consumers healthy, organic products with 
the transparency promise that the ingredi-
ents were sourced fairly and sustainably.

That made the difference for Quinn’s 
Snacks.

“Things that are happening in the 

palm oil industry ... do not align with 

our mission to use ingredients that are 

better for us and the environment.” 

- Kristy Quinn, Quinn’s Snacks
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“Things that are happening in the palm 
oil industry like deforestation, exploitation, 
pollution, and  habitat devastation do not 
align with our mission to use ingredients 
that are better for us and the environment,” 
says company co-founder Kristy Quinn. 
She calls Natural habitats and Palm Done 
right, “a new kind of food system where 
people care about what is in their supply 
chain and where it came from and want 
to leave the industry and the world better 
than the way they found it.”

“That’s integrity and change we want to 
be a part of,” she adds.

Other companies working with Natural 
habitats include Dr. Bronner’s and Nuti-
va. Like Quinn’s, they are all on board with 
the mission. “I think in general the custom-
ers who have signed up are really into it 
and want to promote it and not just have it 
there as a defense,” Blomquist says.

Companies like Quinn’s can also point 
to health benefits. Palm oil grown the right 
way and processed the right way, at lower 
temperatures, can have notable health ben-
efits. red palm oil boasts high concentra-
tions of carotenoids and other healthy ben-
efits. It can replace problem ingredients in 
soaps and other personal care products.

Palm oils can also be a high-yield crop 

for a hungry world. Palm produces seven to 
ten times more oil per acre than soybeans 
and sunflowers. 

Natural habitats is proving that palm 
oil is far from an evil ingredient. The prob-
lem has always been in the supply chain 
story. The company is now retelling that 
story, improving lives and the environment 
in every chapter.

WORLDWIDE PALM OIL CONSUMPTION BY USE

Source: Rainforest Rescue, AGEB
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“I think in general the customers 

who have signed up are really into 

it and want to promote it and not 

just have it there as a defense.”

-Neil Blomquist, Natural Habitats
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NBJ Award: Supply chain 
transparency
Gaia Herbs makes transparency a part of the corporate identity

By Rick Polito

At Gaia Herbs, the concept of 
transparency is as clear as looking 
through a window. And they can 

do that. They own the North Carolina farm 
outside that window, where many of the in-
gredients in Gaia products are sourced.

But that’s not the end of what helps 
Gaia define the transparency concept. They 
set the standard in ways that reach far be-
yond the farm.

Transparency has been a buzzword of 
sorts in the supplement industry for years, 

and that buzz got louder two years ago 
when the New York attorney general blast-
ed the headlines with news of an investi-
gation into herbal supplements. The New 
York prosecutor’s office had used DNA 
testing incorrectly, but DNA soon became 
the next big thing in ingredient analytics.

But at Gaia there was nothing “next” 
about that big thing. The company was al-
ready using DNA testing on all raw ingre-
dients. 

That sort of ahead-of-the-curve drive 
for purity and integrity  makes Gaia an ob-
vious choice for NBJ’s Supply Chain Trans-
parency Award. The award is fairly new. We 
gave out the first one last year. But the con-
cept is nothing new to Gaia. 

There is no need to test Gaia’s corporate 
DNA. 

When ric Scalzo founded Gaia herbs 
in 1987, DShEA wasn’t even an idea. 
regulation had not been defined, much 
less enforced, but Scalzo was more herb-
alist than capitalist. Purity was essential to 
efficacy, and efficacy is the end-all mission 
of an herbalist. 

By the time Bill Chioffi joined Gaia in 
1997, that mission statement was loud and 
clear. Chioffi is vice president for global 
sourcing now, but in 1997, he was working 
the press that squeezes the liquid from the 
raw ingredient. he’d been pursuing educa-
tion as a naturopath, but Scalzo, who had 
already co-authored Herbal Solutions for 
Healthy Living, said to him, “You’ll prob-
ably learn a lot more working for me and 
I will pay you to do it.” It was hard to ar-
gue with that assessment and offer. Chioffi 
laughs that after 20 years, he is still a “whip-
persnapper” to some in the herbal products 
community, but working with his hands on 
“hundreds of different plants” taught him 
a lot not just about the herbs but how the 
industry works. 

It works best, he says, with a “nothing 
to hide” approach. That approach is best il-
lustrated in Gaia’s “Meet Your herbs” pro-
gram. At meetyourherbs.com, consumers 
can enter the product code from their pur-
chases and see where the ingredients came 
from and peruse the certificates of authen-
ticity for every component.

roy Upton, founder of the Ameri-
can Herbal Pharmacopoeia, calls Meet 
Your herbs “one of the most innovative 
and valuable programs that I have seen an 
herbal company roll out.” Elan Sudberg at 
third-party testing outfit Alkemist Labs 
says he is impressed to see a company that 
doesn’t even need his services. Gaia’s test-
ing is so thorough and first rate that they 
are not just on the top rung. They are the 
top rung. “They are setting the standard 

for what should be expected by customers,” 
Sudberg says.

 Chioffi isn’t sure that every consumer is 
going to click through every certificate of 
analysis, or even go to meetyourherbs.com 
at all, but he does believe that every compa-
ny offering herbal products owes them that 
opportunity. “That’s really where transpar-
ency in the supply chain needs to go for the 
consumer,” he says. 

Gaia is helping define “transparency,” 
but it could take the whole industry to tell 
the consumer what it means. “I think we 
need to do a better job telling that story,” 
he says.

American Herbal Product Association 
President Michael McGuffin says Gaia is 
ahead in telling the story. “Gaia deserves 
credit for getting out there first with a fo-
cused message on transparency,” he says.  

More and more, Chioffi says, ingredient 
identity is just one part of the transparency 
equation. Gaia is at the premium end of the 
supplement spectrum. People buying Gaia 
herbs products are educated enough about 
supplements to seek out that level of quality. 
They are also likely educated and inclined 
to look beyond the effect of an ingredient 
on their body to the effect that sourcing the 
ingredient has on the planet and the people 
working to cultivate it. That’s an easy sto-
ry to tell at Gaia’s farm in the Blue ridge 

NBJ Takeaways 
 » Transparency can be taken  
further than a third-party seal

 » Staying ahead of regulations  
with high self-defined standards 
has value for consumers

 » A vertical supply chain does not 
negate the need for testing
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Mountains, or any of the small farms in the 
region where the company gets herbs, but it 
may be a more important story on the oth-
er side of the world, where agricultural and 
labor practices can be uneven. That’s why 
Chioffi spends so much time on airplanes. 

“I know Vanuatu is a long way away, but 
kava is a big part of our business and there 
are supply chain issues with it. It doesn’t 
matter if it’s far away,” he says.

Gaia doesn’t like to deal with brokers. 
Chioffi visits the farms. “I want to sit down 
at the table with their families and see who 
these people are,” he says. But there is an 
awareness that the problems in the supply 
chain are not just a matter of quality but 
also responsibility. As it has led the path in 
transparency, Gaia seeks to lead the industry 
in that environmental ethic. In 2015, before 
it became a public issue, Gaia teamed with 
Navitas Naturals to call attention to issues 
around maca, an ingredient-of-the-moment 
attracting unscrupulous sourcing practices. 
Calling out the problems, and teaming with 

a competitor to do so, was not just steward-
ship of a commodity. It was also stewardship 
of the land and the people who bring that 
commodity to the shelf. 

That pattern continues in Gaia’s vocal 
position on global warming and the threat 
to plants the industry needs.

Gaia stays ahead as an example. Mega-
food CEO robert Craven calls Gaia “an 
influence on all of us at FoodState.” “Gaia 
and ric really set a great example on trans-
parency.”

They didn’t wait for GMPs to set the 

procedures. They set their own. They are 
not waiting for an industry consensus or 
outside forces to demand action. They are 
taking action. All of that has grown partic-
ularly more urgent in recent weeks, as regu-
latory standards are predicted to ease.  “We, 
as an industry and as individual companies, 
have a responsibility to do the right thing,” 
Chioffi says, “regardless of what the politi-
cal climate tells us, or regulations.”

That’s transparency as clear as the win-
dow looking out on the fields. That’s trans-
parency in ingredients and ethics.

HERB AND BOTANICAL SALES AND GROWTH, 2007-2016

Source: Nutrition Business Journal, ($mil, consumer sales)
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“We, as an industry and as individual 

companies, have a responsibility 

to do the right thing.”

-Bill Chioffi, Gaia Herbs
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NBJ Award: Education 
Two companies seize a single venue for consumer 
health education: the grocery aisle

By Dan Fost 

Why couldn’t the Motion Pic-
ture Academy give Oscars to 
both “Moonlight” and “La La 

Land”?  At NBJ, we have no such restric-
tions. This year we decided to offer two 
awards for education to two grocery chains 
sharing similar goals from seemingly oppo-
site ends of the food retail spectrum.

Colorado’s Natural Grocers and Iowa’s 
Hy-Vee are educating their customers in 
different ways from different perspectives.

Hy-Vee: Health amid the pork rinds 
Millions of Midwesterners have come 

of age with hy-Vee stores, a supermarket 
chain that started as a small general store 

in Beaconsfield, Iowa, in 1930 and now 
operates 244 stores across an eight-state 
region. And sure, they can find their com-
fort foods in hy-Vee’s aisles: Oscar Mayer 
bologna, greasy potato chips, sugary sodas, 
doughnuts and Ding-Dongs. But if they 
pay attention, they’ll also find something 
else, something almost subversive: a mes-
sage not to eat any of that junk. 

That’s because hy-Vee, whose slogan 
is “a helpful smile in every aisle,” wants its 
customers to lead healthy lives.  hy-Vee 
has more than 200 dietitians and nearly 
400 chefs at its stores, providing biometric 
screenings, one-on-one counseling, gro-
cery store tours, culinary demonstrations 

and nutrition programs, as well as cooking 
classes and recipes.

“We need to meet our customers where 
they are in their health and wellness jour-
ney,” says helen Eddy, hy-Vee’s vice presi-
dent of health and wellness. It’s the role of 

NBJ Takeaways 
 » Education can draw  
customers in both the natural  
and retail channel

 » Customers can be nudged but  
not dragged toward better health

 » Shoppers are hungry for  
information, and retail can  
provide an alternative to  
internet misinformation 

NUTRITION INDUSTRY RETAIL VS. DIRECT CHANNEL SALES AND GROWTH

Source: Nutrition Business Journal, ($mil, consumer sales)
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the company’s dietitians to show customers 
healthier options and help them trade up to 
better health. “We try to make sure that our 
dietitians are visible and walking the aisles,” 
Eddy says. “They proactively approach cus-
tomers to see if they can help them.”

hy-Vee feels it can be more effec-
tive this way. rather than enact a Whole 
Foods-style ban on products made with 
partially hydrogenated oils, hy-Vee stocks 
them, but then tries to educate people to 
read and understand the labels. To be ef-
fective, the store can’t afford to judge. “We 
don’t believe there’s good food and bad 
food,” Eddy says. “There’s food.”

But Eddy, who once ran Iowa’s health-
iest State Initiative, acknowledges that 
people could improve their diets. “One of 
[the initiative’s] goals is to get Iowans to eat 
better, and in particular eat more fruits and 
vegetables,” Eddy says. “We rank dismally 
close to the bottom in terms of consump-
tion of those foods.”

To turn that around, you can’t just preach 
to the choir. hy-Vee, says sixth generation 
Iowa farmer Andrew Pittz, “invites main-
stream customers to find out what health is 
all about. You’ve got to have building blocks 
of health. You’ve got to start somewhere.” 

Multiple touchpoints 
Among hy-Vee’s many other health and 

education initiatives, the company offers 
classes every week, including a program 
called “Begin” to help people lose weight, 
and one called “Simple Fix” that teaches 
people how to prepare healthy, convenient 
meals in advance. hy-Vee is careful to pro-
mote these as “lifestyle management class-
es,” Eddy says, rather than promoting the 
idea of weight loss, which strikes people as 
an onerous burden they’ll never meet.

hy-Vee healthMarkets, which operate 
almost as stand-alone health food stores 
right inside the larger supermarket, pro-
vide organic, natural, gluten-free and aller-
gy-friendly foods. Sometimes a food will 
make the leap from the healthMarket to 
the main shelves, like Chobani Yogurt did 
not long ago.

Expanded immunizations at in-store 
pharmacies, including flu shots.

A fleet of “hy-Vee healthy You Mo-
biles” that travel throughout the region to 
provide health and wellness services at store 
events, health fairs and community activities. 
Never mind the bookmobile; step inside for 
biometric screenings, flu shot clinics, and 
healthy cooking demonstrations. 

“hy-Vee KidsFit,” a program led by a 
certified fitness trainer to make health, ex-

ercise and nutrition priorities in families’ 
everyday lives. 

For its next move, hy-Vee is expanding 
its in-store health clinics, partnering with 
local health care providers like the Mayo 
Clinic in Minnesota to provide access to 
convenient and affordable health care ser-
vices. It aims to double the number of clin-
ics, from 55 now to 110 in 2018. 

With the internet, consumers have ac-
cess to a lot of information, not all of it 
reliable in an age of alternative facts and 
scientific skepticism. “There’s a lot of mis-
information that’s out there about health,” 
Eddy says. “We think it’s important to 
bring evidence-based education and pro-

grams to our customers. They’re rooted in 
science and in the evidence.” 

To that end, hy-Vee tries not to follow 
fads, which can confuse customers when 
they fall out of fashion. “People respond to 
the environment around them,” Eddy says. 
“If you set up the environment for success, 
where the healthy choice is the easy choice, 
you start to have progress.”

It’s this concept that shows real poten-
tial to make a change. After all, the medical 
establishment and healthy food advocates 
can blog and advertise all they want about 
the benefits of healthy living, but they’re 
not in the aisle when shoppers are filling 
their carts. hy-Vee has such high customer 
service standards that patrons are used to 
employees approaching them in the aisle. 
Why couldn’t that employee be a registered 

dietitian, offering a tip for a vitamin or a 
healthier alternative?

“hy-Vee serves its customers as well as 
any conventional grocer in the country,” 
farmer Pittz says. “I’m so proud they’re 
from Iowa.” 

Natural Grocers: Education
 

disguised as a grocery store 
From the day Margaret Isely found-

ed Vitamin Cottage in Golden, Colo., in 
1955, she knew the key was going to be ed-
ucating people about healthier eating. Post-
war America was marketing canned and 
processed foods as heralds of a modern age, 
making busy moms’ lives easier, but Isely—

“We try to make sure that our dietitians 

are visible and walking the aisles. 

They proactively approach customers 

to see if they can help them.”

- Helen Eddy, Hy-Vee
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after a chronic illness that conventional 
medicine couldn’t treat—saw a return to 
the roots as a way to make people healthier. 

“We sometimes say we are first and 
foremost an education company,” says Alan 
Lewis, director of special projects and a 20-
year veteran of the company now known as 
Natural Grocers by Vitamin Cottage. “We 
sell carrots and crackers to make our educa-
tional services possible.”

Lewis continues, “It’s not a marketing 
ploy or public relations veneer like some 
snazzy programs we see in mass retail chains. 
Our customers depend on us for reliable 
and trustworthy science that is accessible 
to them. We honor where they are coming 

from. We help them gain an understanding 
to make the best personal choices.”

The company’s web site lists five 
“founding principles,” and nutrition edu-
cation is at the top of the list. (The others 
are quality products, affordable pricing, 
commitment to community and commit-
ment to employees.) 

“Over the years,” the site says, “Natural 
Grocers has spent literally millions of dol-
lars helping to empower our customers and 
employees to take charge of their health. 
This community service is the foundation 
upon which our business is built.”

Natural Grocers has nutritional health 
coaches, health and wellness experts, edu-
cated and knowledgeable employees and a 

resource room available at most of its 135 
stores across 20 states. 

When Margaret Isely started the store, 
she took out a $200 loan and went door-to-
door. A disciple of pioneering nutritionist 
and author Adelle Davis, Isely sought to 
educate her fellow townspeople. She and 
her husband Philip became health cru-
saders after a natural foods diet improved 
Margaret’s health. They knocked on doors 
in Golden, lending books on nutrition and 
giving out samples of whole grain bread, re-
turning a week or two later to discuss nutri-
tion and take orders for supplements, bread 
and other natural, nourishing foods. 

Natural Grocers has come a long way 

since those humble beginnings. Now Mar-
garet and Philip Isely’s four children are 
in charge: Kemper and Zephyr Isely are 
co-presidents. heather and Elizabeth Isely 
are executive vice presidents. They took the 
company public in 2012, and it continues to 
grow like a non-GMO cornstalk on a sunny 
day: From 72 stores, $430 million in sales, 
and $125 million in gross profits in 2013 to 
126 stores, $705 million in sales and nearly 
$202 million in gross profits in 2016. And 
it’s not stopping: The chain plans to open 
15 to 20 new stores this year, with an ulti-
mate goal of growing to 1,100 stores across 
the country, putting it in direct competition 
with Whole Foods and Sprouts. 

“The plan with the IPO was to raise 

capital for aggressive growth,” Lewis says. 
“There’re a lot of food deserts out there.” 

helping life flourish in those deserts will 
take education. “People value knowledge and 
they want to learn,” Lewis says. “helping 
them learn is the right thing to do, and it’s 
the strongest business advantage we have.”

Independent retailers like Natural Gro-
cers “are seeing a resurgence now,” he says. 
“Mass retailers are now selling many of the 
same products, but not with the personal 
service and deep expertise that we and oth-
er true health food stores provide.”

For instance, Natural Grocers employs 
a dozen nutritionists at its home office and 
130 in its stores. Nutritional health coach-
es train staff, do outreach, give classes and 
coach customers—for free. 

Natural Grocers takes a different ap-
proach than hy-Vee, banning problem in-
gredients—no partially hydrogenated oils 
here. It stocks only organic produce and 
dairy products that meet its pasture-based 
dairy standards. It’s gone bag-free at check-
outs (saving an estimated 200 million bags 
since 2009). 

The Natural Grocers web site offers a 
nutrition library, stocked with articles on 
topics like gluten sensitivity, brain health, 
inflammation and even pet nutrition. 

Personal approach
Sara Keith, 46, a Denver massage ther-

apist, drives out of her way and past other 
markets to get to the Capitol hill store. 
“They have a lot of material throughout 
the store,” she says. “In their book sec-
tion, there are pamphlets that are smaller 
and focus on different supplements, or 
specific conditions. I’ve used those kinds 
of things as resources.”

She asks the staff for advice, especially if 
there’s an immediate illness. 

“There was one time that I had a cough 
that I just couldn’t kick,” she says. “A staff 
member recommended a supplement of 
mushrooms and oxygen drops. She ex-
plained how to use them, you add them to 
water, and my cough was gone in a few 
days.”

“We sometimes say we are first and 

foremost an education company. We 

sell carrots and crackers to make our 

educational services possible.” 

- Alan Lewis, Natural Grocers by Vitamin Cottage
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NBJ Award: Small company growth 
RIBUS capitalizes on clean label movement

By Dan Fost 

Most of the rice sold in the world 
is white, meaning someone has 
stripped the tiny grains of their 

most nutritious components, the bran and 
the hull. RIBUS, a St. Louis company, dis-
covered a way to make use of the bran—it 
turns out those discarded pieces were also 
good at keeping pasta from getting stuck in 
an extrusion machine, and could even re-
place the function of fat in fat-free foods. 
Based on that discovery, rIBUS found rea-
sonable revenue for a couple of decades.

 And then it discovered the supplement 
industry. 

In the words of the company’s longtime 
consultant Bernie Landes, “rIBUS became 
an overnight success after 25 years in busi-
ness.”

“We’re thrilled,” says Steve Peirce, rI-
BUS CEO and co-founder. “Things are 
mushrooming.”

Peirce says the transformation started 
10 years ago, when rIBUS started put-
ting that other piece of the rice, the hull, 
to work. “rice hulls are extremely high in 
silica, and people were looking for an alter-
native to silicon dioxide,” Peirce says.

Silicon dioxide is a powder that’s used 
as a “flow” or anti-caking agent, Peirce says. 
It’s used in many spices, seasonings and di-
etary supplements. Anything that is sold as 
a powder that could “lump and clump,” he 
says, needs a shot of silica to help it stay 
powdery. “Put it in,” he says, “and now it 
flows.” 

Let it flow
rIBUS—the company name is an acro-

nym of sorts for rice Ingredient Business 
United States—called the new product 
Nu-Flow and created a niche product for 
a very big niche.

Government rules require organic prod-
ucts to use organic ingredients whenever 
available. Using organic rice hulls, rIBUS 

created an organic alternative 
to silicon dioxide. Under the 
law, organic producers were 
suddenly obliged to buy that 
alternative.

It’s an old story of a gov-
ernment requirement open-
ing up a new market, and a 
company flourishing, says 
Landes, now president and 
founder of Nutritional Prod-
ucts Consulting Group in 

Laguna Niguel, Calif., and rIBUS’ first 
customer when he worked at Health Val-
ley Foods in the 1990s. People had been 
pushing the USDA to restrict the use of 
silicon dioxide for years, Landes explains. 
Nu-Flow became essential the moment it 
became available. “It suddenly became the 
most important category in the dietary 
supplement space.”  

Landes likens it to other situations, 
such as when Nutrition 21 successful-
ly petitioned the government to declare 
chromium an essential mineral, paving the 
way for meteoric growth for its Chromax 
chromium picolinate product. Or when the 
government suggested people limit their 
salt intake or increase fiber intake, sending 
sales of low-sodium and high-fiber prod-
ucts soaring.  

“This is a fairly frequent phenomenon, 
government initiatives play a role in the 
explosive growth of industry companies,” 
Landes says.  

In this case, the government ruling on 
silicon dioxide thrust rIBUS to the fore 
of an industry in which it had never played 
before.  

The newcomer 
“I didn’t know anything about the di-

etary supplement industry,” Peirce says. 
“We sampled it, they liked it, and started 

NBJ Takeaways 
 » New regulations can create  
new opportunities

 » Any ingredient with a chemical 
name is a potential turnoff for 
consumers, and a potential  
payoff for food scientists

 » An ingredient considered  
mundane in one industry can  
be a revelation in another
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buying…. As we worked with the supple-
ment people, they would say, ‘That’s nice, 
what else do you make?’ I said, ‘We have 
emulsifiers. What else do you need?’”

The answer: lubricants. Supplement 
makers use a lot of magnesium stearate, 

which helps when making a vitamin tablet 
or capsule. The magnesium stearate pre-
vents the tablet from sticking to the equip-
ment, and it helps the two pieces of the 
capsule stick together. 

rIBUS teamed up with the German 

company Biogrund, which took rIBUS’ 
patented products into its lab and devel-
oped an alternative, combining rIBUS’ 
Nu-rice and Nu-Flow with gum arabic 
and sunflower oil. Natoli Engineering, 
one of the largest producers of punches 
and tooling for tablet-making equipment, 
tested the new product and reported that it 
worked nearly as well as magnesium stea-
rate. Peirce would have been thrilled if it 
worked half as well; these results left him 
“ecstatic.” 

When rIBUS, Biogrund and Natoli 
revealed the results at a breakfast meeting 
in Las Vegas, people lined the room. At 

ANALYSIS OF 55,972 DIETARY SUPPLEMENT SKUs 
   FOR MAGNESIUM STEARATE AND SILICON DIOXIDE

Source: Healthnotes™ Vitature®
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“RIBUS became an overnight success 

after 25 years in business.”

- Bernie Landes, Nutritional Products Consulting Group
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Engredea in March, more than 150 peo-
ple attended a presentation, and at least 25 
came to the rIBUS booth looking to strike 
a deal. The desire for a natural alternative to 
magnesium stearate has companies clamor-
ing for Nu-Mag, the new product. If you’re 
making a natural product, you don’t want 
a chemical name like magnesium stearate 
on your label, when you could instead say it 
includes “rice extracts.” 

On the verge
Although rIBUS is growing fast, the 

company is still small in some respects. As 
a privately held company, it does not release 
revenues; Peirce said its sales were less than 
$10 million. It only has eight employees on 
the team, but three of those are new posi-
tions created in the past two years, since the 
development of Nu-Mag. 

Peirce says rIBUS has been able to stay 
small by outsourcing most of its functions. 
The company boasts 125 sales representa-
tives covering 130 countries. It uses 22 dif-
ferent broker and distribution companies 
with 135 sales reps in 35 different countries 
as well. Companies are responding; Peirce 
says Gemini Pharmaceuticals in New York 
makes more than 500 different products 
with rIBUS ingredients.

rIBUS’s eight employees are in five 
different locations. “We use contract man-
ufacturers, contract warehouses, contract 
labs, brokers and distributors,” Peirce says. 
“We’re scalable but we’re as virtual as you 
can be. Technology is our friend.”

If the growth spurt had hit 10 years ago, 
Peirce figures rIBUS would have had to 
build a manufacturing facility, but today 
he’s got other options. 

rIBUS doesn’t grow its own rice, but 
instead buys the bran and hulls, all from 
rice grown in the U.S. Peirce estimates 60 
percent of the rice it buys is organic. By us-
ing the excess parts, Peirce says, rIBUS is 
enabling use of “100 percent of the rice…. 
It’s the ultimate sustainability story.”

A family business
Peirce’s late father Jim founded the 

company in Baton rouge, La., in 1992 with 
a friend from church, Neal hammond. Jim 
Peirce had worked in sales his entire career, 
and owned a bakery at the time. hammond 
had a degree in nutrition, and had volun-
teered in the Peace Corps in Belize in the 
early 1970s, where he saw firsthand the im-
pacts of hunger, and how underutilized the 
healthy components of rice were. 

Over the next two decades, hammond 

held various food industry jobs, but clung 
to the notion of doing more with rice bran. 
he floated his idea to Jim Peirce, and rI-
BUS was born. Steve Peirce was 32 at the 
time and working for Monsanto in St. 
Louis, and he came aboard. hammond 
had the technical know-how, Jim Peirce 
handled operations, and Steve Peirce knew 
sales and marketing. 

Breakfast cereal was an early growth 
category. Another was pet food. “The per-
son making the food decisions for the ta-
ble is also making those decisions for the 
family pets,” Peirce says. “Now that those 
options exist, that person has buying power 
reaching across the whole family, whether 
they’re two-legged or four-legged.”

With “humanization” the biggest trend 
in pet foods, those consumers don’t want 
chemicals in their pet food, either, and are 
demanding more natural products. 

Additionally, rIBUS is positioned for 
further growth, consultant Bernie Landes 
says, as companies look for ingredients that 
are not only safe, but beneficial as well. Be-
cause of the high nutritional value of rice 
bran, rIBUS is already there. And with 
Nu-Flow’s high silica content, it could 
serve as a replacement for the herb horse-
tail as something that spurs hair and nail 
growth, Landes says. 

rIBUS has two or three more ingre-
dients in the works. All excipients (what 
Peirce calls “supporting cast members”) 
they will come out this year or in 2018 as 
rIBUS seeks to cement its new status as 
the go-to excipient supplier for the supple-
ment industry.

In doing so, a brand based in bran is 
making the most of the least and cleaning 
up in clean label.

“I didn’t know anything about the 

dietary supplement industry. We sampled 

it, they liked it, and started buying.”

- Steve Peirce, RIBUS
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NBJ award: Medium company 
growth
Ganeden capitalizes on the probiotics boom with R&D, IP and integrity

By Todd Runestad

Perhaps it’s no coincidence that the 
winner of the NBJ Large Compa-
ny Growth Award this year is GT’s 

Kombucha, and the winner of the NBJ 
Medium Company Growth Award this 
year is Ganeden. 

Kombucha has a healthy halo about it 
as a fermented beverage packed with bene-
ficial bacteria. The leading kombucha brand 
in America also adds an efficacious dose of 
GanedenBC30 probiotic strain. 

One ingredient. Two winners.
There’s a reason probiotics are the star 

of the nutritional market today. Like most 

functional foods, it helps to have nutritional 
ingredients integrated into foods and bever-
age products that already share some ben-
efits—added beta-glucans into oatmeal, for 
example, or protein into dairy products. Or, 
as is the case here, probiotics into the natu-
rally probiotic fermented beverage kombu-
cha. 

Probiotics are an easy fit in almost any-
thing.  The core strategy of Ganeden is to 
get consumers to consume more probiot-
ics—all without changing their lifestyle 
habits. 

“We all know you need to take a probi-

NBJ Takeaways 
 » Food and beverages may be the 
future of probiotics

 » Ingredient makers can  
benefit from partnering with food 
companies

 » Spore-forming bacteria are  
more versatile than other  
probiotic forms

 » Expanding past finished product  
is crucial in probiotics

GUT HEALTH SALES AND GROWTH, 2007-2016

Source: Nutrition Business Journal ($mil., consumer sales)
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otic every single day—some days you want 
a supplement, other days a kombucha, or a 
cereal or snack or hummus,” says Ganeden 
president Mike Bush. “We try to not go into 
inherently unhealthy products, like we won’t 
go into Swedish Fish. We try to have a good 
mix of products for consumers.”

That means putting probiotics wherever 
any healthy product meets a shopper. 

“We went with GanedenBC30,” says 
Amy Burgess, communications manager 
at organic, cold-pressed juice maker Suja 
Juice, “because they have a ton of studies 
around gut and immune health and we 
wanted to be able make those claims when 
talking to people about these new products. 
And also the strain is able to withstand the 
hPP process. We wanted to have them not 
just taste great but also have some func-
tionality behind them.”

Claims can be made because of Ganed-
en’s commitment to published research—
the company is up to 25 clinicals on 
GanedenBC30. If clients formulate with 
500 million CFUs of GanedenBC30, they 

can use an immune health claim, while 1 
billion CFUs will net an additional diges-
tive health and protein utilization claim (a 
dozen of its most recent research studies 
support the latter). 

Ganeden’s success is exemplified in 
the number of finished products that have 
bought into not just the probiotic story 
but into the spore-former bacteria sto-
ry, which features a protective shell that 
protects the bacteria from the vagaries of 
food processing conditions like heat and 

shear. “I’ve been watching pro-
biotics for five or ten years in 
the supplements industry, and 
I’m seeing a gradual shift into 
the spore-forming bacteria. 
Spore-forming bacteria are the 
future of probiotics,” says Nick 
Bitz, N.D., chief science officer 
at supplement company You-
theory. “They’re really advan-
tageous for several reasons, the 
main one being that they arrive 
alive.” Spores are essentially 

seeds, surrounded by a strong calcium coat, 
says Bitz. “No matter the manufacturing 
process you use, they always arrive alive.”

At the 2016 Natural Products Expo 
West, Ganeden showcased 60 new prod-
ucts that launched with the GanedenBC30 
probiotic strain. In 2017’s show, Ganeden 
boasted 125 such products. That’s just from 
the holiday season through early March. 
The company is doubling in size every 
two years, including over 50 percent sales 
growth last year. 

PROBIOTICS SALES AND GROWTH, 2007-2016

Source: Nutrition Business Journal ($mil., consumer sales)
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A business shift
Perhaps the most remarkable thing 

about Ganeden’s growth is that the compa-
ny started out as a finished product supple-
ment company selling probiotic capsules, 
tablets and gummies. Then, in 2006, the 
company hired Bush as a consultant. 

At the time, the flagship Ganeden-
BC30 was in its Digestive Advantage 
and Sustenex SKUs, sold in 65,000 food/
drug/mass stores. Bush saw opportunity 
elsewhere. Despite the appearance of suc-
cess as a supplement brand, there could be 
greater opportunity as a licensing business, 
in particular given the hardy nature of its 
spore-forming probiotic strain. So the 
company sold its supplement business in 
2011 to Schiff (which later sold it to Reck-
itt Benckiser). 

“We had this established team getting 
pills and tablets out the door every day,” 
Bush says. “There was this back hallway 
where me, Joe and Julia were working 
away.” The trio was doing something com-
pletely different from the rest of the com-
pany, which was selling nine SKUs into the 
likes of CVS, Walmart, Safeway and Kro-
ger. Yet there was a problem. 

“It was a great business, it’s growing, but 
in order to knock it out of the park we’d 
have to dedicate $15-20 million to do it 
how we wanted to,” says Bush. “So we de-
cided that there were other people with 
greater financial resources to take advan-
tage of the science, brand, and distribution. 
We didn’t have money to compete in the 
supplements space. Obviously reckitt has 
it, and they’re doing great.”

Bush says that harvard University stu-
dents wrote a case study on Ganeden and 
its shift from being a direct consumer mod-
el to being a licensing model. 

The company attained GrAS status in 
2007, which led to the first product in food 
launched in 2008. “It was a slow build until 
we sold the supplements business and we 
could focus on just that,” says Bush. “Now 
we have 31 employees focused solely on the 
licensing side of the business.” 

While the company continues to churn 
out research (roughly four to six new stud-
ies each year), it also claims an impressive 
intellectual property dossier, with 135 is-

sued patents. One such example is an ex-
clusive on using Bacillus coagulans pro-
biotic strains for coffee, tea and cereal. So 
if you’re a coffee or tea maker and want to 
put Bacillus coagulans in it, you have to ei-
ther source Ganeden’s or pay them a royal-
ty fee—an area that is a growing revenue 
source for the company. 

The “partner” process
Ganeden’s elevator pitch is that they are 

a company that can help brands innovate in 
the probiotics space with a shelf-stable strain 
with solid claims backed by science. “We’re 
not an ingredient supplier. We sell and li-
cense our ingredient,” says Bush. “When we 
sell to anybody, they get, in the price of the 
material, a license to use our logo, our rel-
evant IP, our clinical studies. We help with 
marketing. We’re editing press releases for 
our customers. We have a full-time graphic 
designer for mock-up packaging. We have a 
style guide. We spell out the claims clients 
can use at certain CFU levels. Then we test 
all products to make sure they’re doing that.” 
The more products those companies sell, the 
more ingredients Ganeden sells. “We’re a 
partner,” says Bush. 

Creating opportunities
The company continues to innovate. One 

growing area is with animals. Companion 
animal food and treat marketers want pro-
biotics. The livestock business, too, is ripe for 
probiotics. Producers are looking to reduce 
the amount of antibiotics in their operations, 
and the wellness claim is attractive.  Other 
areas come from Ganeden’s research pro-
gram, which includes the simple yet pains-
taking concept of tinkering with the Bacillus 
coagulans bacteria. A five-year effort looked 

at metabolites produced during the fermen-
tation process that creates GanedenBC30. 
Normally, the solids are kept, and the liquid 
is discarded. So the company looked into the 
liquid and discovered lactic acid and other 
metabolic byproducts, which can have effects 
on wrinkles and fine lines when used topical-
ly. The branded ingredient, Bonicel, was born. 

A more recent discovery, four years in 
the making, came from examining the 
cellular composition of the strain. The im-
mune-health benefit of the probiotic comes 
from the cell walls of the bacteria. The ad-
vantage here is that “inactivated” cells not 
only still confer a health benefit (though 
they are not technically a probiotic) but 
can now be used in shelf-stable beverages 
and for products that need no refrigeration. 
“We had a very soft launch at Expo West 
this year,” says Bush, “and the interest was 
crazy high.” The branded ingredient, Stai-
mune, was born. 

Ganeden is a company doing more than 
riding the probiotic wave.  It is shaping that 
wave, thanks to its hardy bacterial strain 
that gives it entrée to products run-of-the-
mill strains can’t cope with. It also helps 
that the company is dedicated to a contin-
uous research effort that continues to open 
up new product and claims opportunities. 
Its IP dossier is formidable, and that also 
contributes to growth. But while all these 
things add up to success, the biggest con-
tributor may well be the one item that can’t 
be quantified on a P&L statement for an 
ingredient company: vision. 

“We’ve always started with the end con-
sumer and worked our way back, rather 
than thinking B2B first,” says Bush. “Our 
primary objective is always efficacious dos-
es in whatever products we sell to.” 

“They have a ton of studies around gut 

and immune health, and we wanted to 

be able make those claims when talking 

to people about these new products.”

- Amy Burgess, Suja Juice

APrIL 2017 NEWhOPE.COM | 32

NBJ 2017 Awards Issue Strategic Information for the Nutrition Industry



NBJ Award: Large company growth
GT’s Kombucha creates a dominant category

By Marc Brush

GT Dave owes a lot to kombucha, 
and kombucha owes a lot to GT 
Dave. his company, GT’s Kom-

bucha, created the kombucha category at 
retail, and it’s a category he continues to 
dominate after more than 20 years in busi-
ness. 

Industry sources place kombucha sales 
at north of $600 million, with GT’s com-
manding at least 50% of that total. Some 
quick math then posits GT’s as a $350 
million enterprise, and, unlike many of the 
competitors now surfacing in its wake, the 

company remains independently owned 
and operated by its charismatic founder.

GT’s began as a home-brew operation 
heavily inspired by the Eastern philos-
ophies espoused by the Dave family on 
their frequent trips—with a young GT in 
tow—to Indian ashrams. health struggles 
plagued the family over the years, deliver-
ing a personal resonance to the benefits of 
kombucha as a living, raw, probiotic elixir. 
GT’s mom, Laraine, credits kombucha for 
helping her survive an aggressive breast 
cancer, and early converts to the beverage 

NBJ Takeaways 
 » First-to-market companies  
can define that market

 » The kombucha category  
has spawned variations in  
fermented beverages

 » Devoted fans mean nothing  
without good business practices 
and ability to scale

99% GROWTH IN NUMBER OF KOMBUCHA AND FERMENTED BEVERAGES 
EXHIBITED AT EXPO EAST AND EXPO WEST FROM 2015-2016

Source: New Hope
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in the U.S. attribute all manner of health 
benefits to its consumption, from detoxifi-
cation and digestion to focus and mood.

“As a company, GT’s has fundamen-
tally developed the kombucha category in 
the U.S.,” says Mike Bush, President of 
Ganeden and a key supplier to GT’s probi-
otic blend. “Their devotion to the kombu-
cha space, dedication to high-quality prod-
ucts, and commitment to their consumers 
has established a high bar for the rapidly 
growing market segment.” Indeed, GT is 
known to be something of a control freak, 
as many founders prove to be. he owns 
100% of his company, shuns co-packing, 
and emphasizes quality over profit at every 
chance he gets.

When The Great recall hit kombucha 
in 2010 over concerns that alcohol content 
was creeping above 2 percent as products 
continued to ferment on shelf (0.5% is the 

legal limit), Whole Foods yanked bottles 
and millions in sales vanished overnight. 
While competitors exited the market or 
adjusted manufacturing with quicker fer-
ments and added carbonation to get back 
on shelves within weeks, GT’s took more 
than three months to adjust its chemistry. 
The company ultimately launched a new 
line to address regulatory concerns and 
brought back its original formula with age 
warnings on label.

First at bat
“If you look at some categories—

particularly for edgier products—the 
first guy through the door always takes 
the gunshots,” says Jeff Klineman, edi-
tor-in-chief at BevNET. “But GT’s has 
barreled through all of the controversies 
because of the tightly wired connection 
between the company and those consum-

ers.” During the fermentation issues, the 
biggest concern for the customers was, 
simply, when will the products be back? 
Which speaks to a loyal group of believ-
ers, says Klineman. “I don’t know that a 
corporately-owned brand would have sur-
vived ... GT’s own vision and connection 
with his fans makes for a smaller-compa-
ny feel.”

Mike Burgmaier of Whipstitch Cap-
ital puts it this way: “GT’s pioneered a 
category that has brought health, wellness, 
and refreshment to consumers, and helped 
enable many new kombucha upstarts to the 
category. They were a visionary, and they 
executed.”

Our kombucha future
But will the party last? Experts predict 

that kombucha has only begun to go main-
stream, which means increased competition 

NATURAL AND ORGANIC BEVERAGE SALES AND GROWTH, 2007-2016

Source: Nutrition Business Journal, ($mil, consumer sales)
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from well-heeled brands willing to differ-
entiate away from kombucha’s core faith-
ful. “The kombucha category will be huge,” 
says Burgmaier, “and GT’s will always play 
a major role—that is clear. But others like 
KeVita, Health-Ade, Humm, and Revive 
are following GT’s lead and filling out the 
kombucha umbrella. Kombucha is headed 
towards large mainstream success.”

Brad Barnhorn, a leading board mem-
ber to natural products brands in food 
and beverage, sees a similar shakeout 
to the category, even as GT’s maintains 
its solid footing as an entrenched lead-
er.  Barnhorn sees two variables that will 
shape the kombucha market. “The first 
is more segmentation between alcoholic 
and non-alcoholic products, and the sec-
ond is the share of category that will go 
to larger national brands versus smaller 
local and regional brands,” he says. “Most 
companies in the space envision having 
a national footprint, but who will make 
it?” There’s usually only room for two to 
four big, national brands in a specific bev-
erage category, Barnhorn explains. “GT’s 
has one of those spots in kombucha.” 
Barnhorn also points to the emergence 
of KeVita (now owned by PepsiCo) and 
health-Ade (with venture backing from 

CAVU and First Bev, itself with ties to 
Coke) as two challenger brands building 
a national presence.

But that first-mover advantage is hard 
to overcome, especially when the outlier 
matures into a true category leader, able to 
execute at scale and weather the pitfalls of 
greater scrutiny. “The kombucha category is 
interesting to watch, as there are hundreds 

of upstart companies craft-brewing kom-
bucha and moving into local and regional 
markets,” says Bush. “As these companies—
and related companies in the fermented but 
non-kombucha space—garner more atten-

tion, the category will certainly continue to 
grow, but GT’s is at the core of the market 
with established distribution, well-devel-
oped operations, and the ability to scale, 
while still producing a high-quality, fresh 
product. I believe they will continue to lead 
the category.”

Fermented fandom
“GT’s doesn’t have consumers, it has 

acolytes,” says Klineman. “Yes, the cate-
gory has grown and there are new brands 
that have some mojo, but this company’s 
resonance is so strong that even the head-
winds the category faces haven’t slowed it 
down. The next few years will be telling 
as to whether it’s ultimately the category 
or the brand that wins out.” he compares 
this to Boston Beer, whose Sam Adams so 
successfully created the craft beer catego-
ry that it has trouble keeping up. Though, 
he admits, “It’s certainly a nice problem to 
have.”

The link to craft beer is particularly 
relevant. “I see kombucha and craft beer 
already beginning to merge together, and 
I see that process only accelerating,” says 
Barnhorn. “There’s overlap with the chan-
nels, consumers, and distribution, and 
kombucha is a logical extension, given its 
alcohol content. You’re already beginning 
to see bars with kombucha on tap, right 
next to craft-brewed beer and maybe even 
a cold-brew coffee tap too. You can move 
down the line from alcohol to low-alcohol 
to non-alcoholic.”

GT Dave has spoken publicly of his in-
terest in expanding beyond kombucha into 
new food lines or cafés or even film produc-
tion. Maybe there’s a GT’s beer in our fu-
ture. Maybe Barnhorn’s hypothetical bar-
tenders should hold two taps for GT.

“Most companies in the space envision 

having a national footprint. GT’s has 

one of those spots in kombucha.”

-Brad Barnhorn, industry expert
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MARKET RESEARCH REPORTS

NBJ is offering a Digital Subscription package for $1395.

This package includes:
• Daily NBJ Subscriber content on newhope.com 
• Access to 5 years of NBJ Back Issues 
• PDF of Monthly Issue 
•  10% discount in the Online Store including data charts, 

market research reports, and company profiles

(11 issues per year including 2 double issues)

EDITORIAL CALENDAR

2017

Nutrition Business Journal’s market research reports provide business intelligence 
and thought leadership to all levels of the nutrition industry. Each report is exhaustively 
researched by our staff of industry experts and presents an analysis of markets, trends, 
competition and strategy in the U.S. and Global nutrition industry.

• Raw Materials and Ingredients
• Direct to Consumer
• Supplement Business Report

• Condition Specific Report
• Sports Nutrition and Weight Loss
• Global Supplement Business Report

February: Direct to Consumer

March: The Dark Issue

April: The Business Achievement Awards

May: Health Practitioners

June: A Supplements and Market Overview

July: The Science Issue

August: The Generations Issue

September: Head Games

October: The Sports Issue

November: The Confidence Issue

December: The Innovation Issue

2017 Reports will include: 
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