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  e branded advantage
Supply chain integrity joins science on the 

marquee for branded ingredients

By Rick Polito

     “Science-supported.” 
“Evidence backed.”
“Clinical studies.”
! is is the language of branded ingre-

dients. Typically designed to be more con-
centrated, more bioavailable and generally 
more e" ective—with claims to match—
branded ingredients are stories of science.

! at could be changing. With more at-
tention being placed on transparency, trace-

ability and ingredient identity, the question 
of “What does it do?” hasn’t gone away.

It’s just been joined by “Where does it 
come from?” 

“Of course the science along with the 
quality and consistency of the ingredient 
go hand in hand with sourcing, but now 
the supply chain  is becoming more and 
more critical,” says Loretta Zapp, CEO 
at Applied Food Sciences, makers of 
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LETTER FROM NBJ: DEMANDING SUPPLIES 

Earlier this year, I visited the city of Alesund, Norway. Despite its idyllic 
fi shing village charm, the city is one piece of a national seafaring econo-
my dominated by oil. Recent devaluation of petroleum crude, however, 
has brought a crisis to Norway’s oil economy—and a whiplash of focus 
back to the fi sheries that were long eclipsed by petroleum. Today Norway 
is growing its marine industry with a keen eye on sustainability.

That pivot, and all the thought that the Norwegians are putting into 
it, is an inspiring example of getting the supply chain equation right, but 
it’s not an example that’s easy to see on a spreadsheet.

Being there among sea breezes and lab coats, showed me something 
remarkable. 

By most accounts, Norway leads the world in marine industry sus-
tainability. In the process they are demonstrating that management of a 
limited resource does not mean shrinking the supply to the point where 
it can’t meet demand. Sustainability, true to its name, can indeed mean 
continuous supply. 

On-vessel processing robotics now have fi llets packaged and freezing 
moments after being pulled from ocean waters while off shore farming 
positions Norway as the global leader in salmon production. In each case, 
increased utilization of “rest raw materials” (scraps formerly tossed back 
to sea) broadens the supply of omega-rich scrap for the supplement 
industry. No longer just a matter of livers, these are the goods behind the 
highly refi ned oils of today’s market. Indeed, the raw oil is called “crude 
oil,” fi tting since cod oil fueled Scandanavian lamps long before petro-
leum took over.

Norway’s shift from petroleum revenues back to marine resources 
becomes an apt metaphor for the elements at play in today’s supply 
chain: limited stocks, carbon footprints, climate changers, sustainability, 
social responsibility and raw materials management with an ever more 
complicated number of verifi cation check boxes. These elements are all 
at play throughout the industry.  

It’s too often the case that NBJ stories are reported and written from 
our desks or the halls and conference rooms of Expo and Summit. Too 
often, too, brands and manufacturers do the same. Phone calls, FedEx 
and lab reports are the eyes and fi ngers of virtual hands-on supply chain 
management. 

But virtual hands miss key elements. FSMA requires audits of for-
eign suppliers when there is a “reasonable probability” of exposure to 
hazards—but even then they provide alternatives. Foreign or domestic, 

required or not, facility tours, while not a fl awless 
control, are far from erroneous. As the globe shrinks 
and the check boxes increase, site visits become 
increasingly important to relationship-building. 

Getting on the ground (and water) in Norway was 

a good reminder of the value of the literal hands-on.

Bill Giebler
NBJ Senior Editor 

Kavoa and PurCaf.
“! ere’s more concern and more ques-

tions about quality, not about the brand, 
but about the quality,” says Bob Capelli, 
vice president for global marketing at Al-
gae Health Sciences

Questions about the supply chain don’t 
end at quality or test results either, Zapp 
says. “Many brand companies are looking 
for speci$ c information on where the in-
gredient material comes from and how it’s 
processed as opposed to just seeking a cer-
ti$ cate.” Such questions can extend all the 
way into the marketing, Zapp says.

“Brand companies recognize that many 
of their customers desire products that are 
both ethical and sustainably sourced,” Zapp 
says. “! is changes the communication be-
tween the ingredient supplier and the con-
sumer product company.” 

Under pressure
At the ingredient quality level, mul-

tiple factors drive that new conversation. 
One of those factors has an o%  ce in Alba-
ny. ! e New York attorney general’s 2015 
herbal supplement investigation chal-
lenged the industry and in that challenge 
delivered an opportunity, says Stephen 
Lukawski, business development director 
at Fruit d’Or, suppliers of cranberry and 
blueberry ingredients.  “For the people 
who take pride every day working to deliv-
er the best possible product, that situation 
in New York has helped them di" erentiate 
themselves from the rest.”

Herbs and botanicals did not su" er the 
hit people expected in the market last year, 
growing at 7.5 percent above the 5.9 per-
cent of the industry overall, but the focus 
on quality across the industry has been felt 
in every corner. Observers note a grow-
ing awareness that adulteration puts whole 
categories at risk, and the more responsi-
ble players in such spaces know that. For 
ingredients categories where economic 
adulteration or shoddy manufacture is an 
issue, suppliers can band together to create 
a spec and method for verifying that spec. 
! at was the case with astaxanthin. ! e in-
gredient became popular, and demand, as it 
often does, brought in adulteration, explains 
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Capelli. “We saw all these startup companies 
come in and the quality was really horrible.”

In response, companies formed the 
Natural Algae Astaxanthin Association 
and agreed on a speci$ cation and stan-
dards. NAXA now collectively advocates 
for the ingredient and holds member com-
panies to a set level of quality. “It’s so easy 
just to think of a brand. ! ere are probably 
a half dozen. ! e hard part is getting qual-
ity,” Capelli says. ! e NAXA seal ensures 
that quality, he explains.

Implied integrity
Even without a seal, branded ingredi-

ents still carry the implied cachet of a more 
responsibly sourced and better manufac-
tured product. ! e investment in science, 
customers might assume, would preclude 
any supply chain shenanigans. Who would 
risk the cost of studies and research on 
poorly sourced raw materials? Still, there 
is a “trust but verify” dynamic in the mix 

now that might not have been at play a few 
years ago. Companies shopping for brand-
ed ingredients are unlikely to be shopping 
by price alone. It follows that if you’re will-
ing to pay the premium, you might want to 
know what you’re paying for.  

More and more, that’s a matter of test-
ing. Companies could demand to see the 
certi$ cate of analysis or, increasingly, they 
send the product to a third party lab. Cy-
press Ingredients CEO Paul Willis calls 
that practice “the number one big change” 
in the relationship between ingredient sup-
plier and manufacturer. Independent label 
analysis might be just a starting point. “! e 
traceability is asking the right questions. 
Say ‘Ok, you are reporting this. Give us the 
third-party results, and give us your trace-
ability and your supply chain.”

! e problem, for some, is that the an-
swers to such questions cost money. Not 
every brand wants to pay the added cost. 
Shaheen Majeed, marketing director at 

Sabinsa Corp. recalls a recent deal that fell 
apart when the client saw the bill. “One 
company has enforced DNA (testing) 
with us,’ Majeed recalls. “We enforced a 
price per kilogram extra they would have 
to pay since for us now, it’s an outsourced 
test, but then they backed o" .”

Such companies want the quality with-
out the cost. “So where’s the equity in this 
type of testing?” Majeed asks. “Price per 
kilogram still rules.” Majeed is quick to 
point out that not every client backs o" , 
and Sabinsa is eager to test every order to 
spec. “It only elevates our branded ingre-
dients, ultimately giving consumers more 
con$ dence,” he says.

Hitting spec isn’t just important for the 
quality and con$ dence equation. It’s vi-
tal to the science that branded ingredient 
suppliers are selling. Ingredients that don’t 
hit spec can’t match the results claimed in 
the science. If the product doesn’t live up 
to the science, the whole value proposition 

TURMERIC SALES AND GROWTH, 2005-2018E 

Source: Nutrition Business Journal ($mil., consumer sales)
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is damaged. Willis says he sees too many 
companies looking for bargains and too 
many suppliers piggybacking on “borrowed 
science” that doesn’t hold up with lesser 
ingredients. “Science-based ingredients 
means using the exact product in exact con-
ditions at the exact dosage rate,” he notes.

Two stories to tell
! e story of the science and the spec can-

not be separated from the story of the supply 
chain, Lukawski says. He recalls working on 
Cran-Max in the early 1990s and outsourc-
ing the drying and milling. “Every time it 
came back it was a di" erent color, a di" erent 
look, a di" erent taste,” Lukawski says.

! e process has evolved signi$ cantly. 
At Fruit d’Or every step is vertical—from 
the cranberry bogs to the standardized 
powders. ! e potency of cranberry extracts 
is based on proanthocyanidins, referred to 
as “PACs.” ! e company’s CRAN d’Or 

and the organic CRAN Naturelle can hit 
the PACs standard because the company 
controls the whole process, Lukawsi says. 
“I couldn’t achieve that unless we grew our 
own cranberries, brought the cranberries 
in fresh from the bog,” Lukawski says, go-
ing on to explain how the company stores, 
dries, mills and tests every lot to standard-
ize at 7 to 10 percent potency, the same 
potency used in trials.

Lukawski wants to tell the story of the 
supply chain and invite customers to wade 
into the cranberry bogs. ! at’s what brands 
should be doing, he insists. Companies 
should be, “looking for growing opera-
tions where they can go around the world 
and see $ rsthand what’s going on, how it’s 
grown, how they run the companies, how 
they treat the people,” he says.

! at doesn’t happen often enough, Ma-
jeed says. Brands are feeling the pressure 
and asking more questions, demanding 

more tests, but the site visits are rare. “Our 
usual invitations go out, but the actual au-
dits that our customers are supposed to do 
as per GMP are not happening,” Majeed 
says. “! ere is something fundamentally 
wrong here, a disconnect.”

A di" erent level of communication is 
vital, Majeed insists. In the new demands 
for quality and traceability comes “the op-
portunity for suppliers to make the case for 
a big picture approach to the supply chain,” 
he says. ! e supply chain should take into 
context the environmental impact and the 
stewardship of the “hundreds of species of 
herbs that are now on the endangered list.”  
“Consumers are ever more savvy and want 
proof that the product they buy is what it’s 
supposed to be, and meets their values.”

Values matter, not just for consumers 
but also suppliers. 

Science matters too. But con$ dence 
may matter more than anything.

JOINT HEALTH SALES AND GROWTH, 2005-2018E 

Source: Nutrition Business Journal ($mil., consumer sales)
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  e Chinese supply game
E-commerce eclipses commodity pricing as the issue to watch

By Marc Brush

W
e begin this analysis of Chi-
na’s supply chain with a sto-
ry of price $ xing. Citing the 

con& ict between “China’s strong interest 
in its protectionist economic policies” 
and the “antitrust enforcement interests” 
of the United States, judge Peter Hall of 
the 2nd US Court of Appeals in New 
York recently overturned a $148 million 
verdict in a vitamin C price-$ xing case 
dating back to 2001. Remember that 
one? When vitamin C out of China rose 
from $2.50 per kilogram to $15, US man-
ufacturers $ led suit and won the battle, 
but apparently not the war.

Sources for this story downplayed the 
relevance of this ruling as old news, but 
the matter warrants a second look. “! is 

ruling suggests that the laws and culture 
of China can outweigh our antitrust laws,” 
says Scott Steinford of Trust Transparen-
cy Consulting. “It may not seem import-
ant, but in many cases, even outside our 
industry, this could be a very important 
decision. It could all but green-light the 
opportunity for collusion.”

Such is the path toward progress, forged 
in $ ts and starts. ! e legacy of cheap ingredi-
ents out of China at inferior levels of quality 
is changing, according to many sources, but 
never fast enough. Steinford’s expertise in 
CoQ10 illustrates the point. “Fifteen years 
ago, there were three Japanese manufacturers 
of CoQ10, and today that number is zero. 
Ninety percent of the market is Chinese. I 
don’t think there’s a problem there, but it is 

NBJ Takeaways 

 » E-commerce is the easiest way 
into the Chinese market, 
but gray areas abound

 » Commodity pricing may be 
on its way out

 » More proprietary ingredients are 
likely to emerge 

 » Chinese companies are 
attempting in-country 
production in branding, 
but Chinese consumers still 
prefer foreign products

CHINESE SUPPLEMENT SALES AND GROWTH, 2005-2018E

Source: Nutrition Business Journal ($mil., consumer sales)
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harder to have direct dialogue with China. 
! e culture doesn’t support or promote it.” 
In an era of increasing demand for trust and 
transparency among consumers, that open 
dialogue throughout the value chain matters. 
“When commodity pricing prevails, science 
and education su" er the most, and that’s a 
shame,” says Steinford. “! e industry does 
not grow with the commodity game, it grows 
through science and education.”

The new game
Dachao Zhang, Secretary General of 

China Health Care Association sees chang-
es afoot. “It is correct to say that Chinese 
manufacturers have tended to focus on 
cheap bulk raw material for export, but we 
are seeing more of a shift to develop inno-

vative ingredients with clinical trials,” says 
Zhang. “! e economic growth in China 
has raised the costs of manufacture in recent 
years, so the ingredient exporters are losing 
pro$ t and many are closing. ! ose that sur-
vive this change have shifted their attentions 
to proprietary ingredients with proven clini-
cal trials.” If the domestic economy of China 
itself shifts away from the commodity mod-
el, perhaps that indicates lasting change that 
could bene$ t quality globally.

Some of the innovation that Zhang 
speaks of has less to do with the ingredients 
themselves and more to do with how they’re 
made. “! ere are a number of Chinese com-
panies gaining in sophistication, especially 
with processes that enhance e%  ciency,” says 
Larry Kolb, President of TSI USA. “Glu-

cosamine is a great example. We’ve invested 
in a new direct fermentation. We think tra-
ditional shell$ sh production—that game of 
high volumes, tight margins—is a process 
of the past. We’re moving toward cleaner, 
more e%  cient, patented processes in our 
Chinese facilities.” Kolb says such evolu-
tion is inevitable. “China is really leading 
the world in process technologies. When 
you’re in these commodities for this long, 
it’s a natural phenomenon to achieve these 
kinds of innovation.”

But that’s not all of the news out of 
TSI, as supply chain risks persist. To make 
sure upstream raw materials were not 
adulterated, TSI acquired its own 1,000-
acre ginkgo plantation in China to grow 
its own leaves and ensure the feedstock is 

SUCCESS RATE OF ‘BLUE HAT’ REGISTRATION FOR SUPPLEMENTS IN CHINA

Source: U.S. - China HPA
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fully veri$ ed. “! at’s really the only way 
to ensure a commonly adulterated botani-
cal is not adulterated,” says Kolb. “Buying 
ground leaf through commerce is just too 
uncertain. ! ere is still economic adulter-
ation in China. ! e ginkgo crackdown last 
year was based on widespread adulteration 
that found its way into China’s domestic 
pharmaceutical market, with ripples into 
the US market. ! is impacted the whole 
botanical sector. Ginkgo was implicated in 
the New York Attorney General’s investi-
gation, so it’s all tied together.”

Again, progress comes in $ ts and starts. 
Sources spoke to NBJ of longstanding con-
cerns that still remain with Chinese sup-
ply of chondroitin sulfate, bilberry, and St. 
John’s wort.

Across the border
! e big news in China of late has to be 

the growth in e-commerce—70% annu-
ally—as a selling channel for US brands. 
E-commerce is moving the market out to 
second- and third-tier cities where con-
sumers don’t have access to stores or com-
puters, but they do have phones. ! is is the 
way many US supplements have entered the 

market, as Chinese consumers continue to 
prefer foreign brands in higher-risk catego-
ries like milk powders, infant formula, and 
pet food. Merchants need authorizations to 
sell on the larger platforms, and this adds 
a further level of con$ dence for the online 
shopper. 

Depending on de$ nition and source, 
the domestic market for supplements in 
China sits around $25 billion, which pales 
in comparison to the levels of commerce 
happening on popular web storefronts like 
Alibaba Tmall. Alibaba has reported sin-
gle-day sales across all product categories of 
$14.3 billion—more than ten times an av-
erage day for WalMart—and supplements 
are the second-best seller for cross-border 
commerce in China.

Entirely new industries have developed 
with the advance of e-commerce. ! e Fi-
nancial Times reports that the “suitcase 
trade” of daigou—buyers on behalf of oth-
ers—reached upwards of $7.5 billion in 
2015. Driven by the craze for foreign-made 
products, the daigou phenomenon got so 
out of hand that leading Australian grocers 
like Coles and Wentworth imposed quan-
tity limits on individual shoppers for infant 

formula. Sources also suggest that GNC 
e" ectively left the Chinese market due to 
pressure from this gray market of profes-
sional shoppers. Daigou can charge markups 
reaching 50% o"  the shelf with luxury goods 
and health products in the greatest demand.

! e jig might be up. “! ere’s tremen-
dous activity coming into the country 
for foreign-made supplements through 
cross-border trade,” says Kolb. “It was a 
boom for several countries—Australia, 
Japan, the US—but a legal gray area, and 
the Chinese government imposed further 
restrictions earlier this year that may bring 
this to a screeching halt.”

Indeed, free-trade zones, where com-
merce occurs without the intervention of 
customs authorities, came out in April, but 
supplements didn’t make the list. Taxes ap-
proaching 15% ensued, and some free-trade 
zones froze commerce overnight. A one-year 
grace period came to the rescue, but that 
ends in May 2017 with little suggestion of 
any extension, and many of the larger players 
in cross-border commerce have set up ware-
houses in Hong Kong to operate outside 
of Chinese jurisdiction. According to the 
Financial Times, Swisse estimates that its 

U.S. EXPORTS TO CHINA, 2005-2018E

Source: U.S. Census Bureau, foreign Trade ($mil.)
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daigou shoppers have fallen from a high of 
100,000 to 20,000 since the taxes and legal 
restrictions.

In addition, experts see stronger food 
safety laws coming online next year that 
will require foreign companies to obtain 
further certi$ cations from the Chinese 
government in order to continue selling 
on cross-border commerce sites. “A lot of 
foreign companies choose to sell this way, 
and it’s not only Alibaba and jd.com,” says 
Zhang of the online channel. “But real suc-
cess in China still comes from understand-
ing the regulatory system. You have to get 
registration $ rst to move any large volume 
of business from online to o/  ine, and to 
invest in your marketing in China. Large 
companies are starting to do this—Schi" , 
Swisse, Blackmores—and they are seeing 
success.”

Changes on the regulatory front remain 
a challenge. Companies should expect two 
systems going forward. ! e blue hat reg-
istration, the China FDA’s version of pre-
market approval, will continue, to the great 
consternation of US manufacturers, with 
costs that can run as high as $150k for a 
single supplement and a timeline that can 
stretch to three years. E-commerce compli-
cates the decision further. An investment in 
blue hat is really an investment in distri-
bution inside China, a presence in market, 
but products on the shelf are expensive in 
comparison to Alibaba deals.

! e Chinese government has announced 
a second path to market, with a new re-
cording system—think noti$ cation—on 
common letter vitamins and minerals, but 
the actual process is still being developed. 
“I don’t see any big changes over the next 
10 years,” says Zhang. “! e Chinese gov-
ernment has started to loosen regulations 
on the vitamins and minerals side to adopt a 
new $ ling system, but the system of techni-
cal requirements still remains the same.”

Buying spree
Given the necessity and complexity 

of understanding Chinese regulations to 
achieve lasting success, is it any surprise 
to see China’s largest companies go on a 
buying spree for foreign brands? ! e buyer 
brings an essential toehold in a market less 
fraught with protectionist obstacles, and 
the brand brings quality—an ideal match.

“! ere has been lots of M&A activi-
ty in China over the past two years,” says   
Zhang, “with Chinese companies actively 
looking for Australian and US companies 
to acquire. I expect to see more deals very 
soon.” Few would argue with that summa-
tion. Financial wires lit up at press time 
with news of GNC in talks with potential 
Chinese acquirers. If the deal happens, it 
could hit $4 billion, with the list of suitors 
that includes Fosun Group, ZZ Capital, 
and Chinese pharmaceutical companies.

! is would be the biggest deal since 
June of this year, when Xiwang Foodstu" s 

bought Iovate Health Sciences for $730 
million to introduce popular sports nutri-
tion brands to the Chinese consumer. In 
late 2015, Swisse also went to Hong Kong-
based Biostime for $1.67 billion.

Feet on the ground
“More and more Chinese companies 

understand the nature of the business now,” 
says Zhang. “! ey have started to devel-
op their own products with clinical trials. 
! e large overseas manufacturers are not 
the only ones anymore. I do hear concerns 
that most of the clinical trials are not on 
Chinese populations, so this is an oppor-
tunity. Companies serious about the Chi-
nese market should consider trials there, 
in country, with a Chinese demographic.” 
Smart companies might focus on digestion, 
as that growth market in the United States 
begins to catch wind in China. Companies 
beginning to focus their science on China 
include collagen players like Gelita and 
Rousselout as well as Dupont Danisco.

! e future of supply in China begins to 

look more like US supply, with movement 
away from commodity pricing toward a 
stronger domestic base of science and pro-
prietary ingredients. Might we see brand-
ed ingredients as well? Not as likely, say 
most of our sources, since “Brand China” 
does not instill the con$ dence of “Brand 
USA” and, more importantly, the practice 
of Traditional Chinese Medicine limits 
the appeal overseas. ! e likelihood of Chi-
nese companies entering the US market is 
also less likely as the domestic market is so 
large, and TCM products have yet to catch 
in the US mainstream. “A change here will 

come from the spread of TCM culture in 
the U.S.,” says Zhang.

Here’s another tip for doing smart busi-
ness with China in the years to come—drop 
the middleman. “Supply contracts are im-
portant,” says Steinford. “! e pricing trends 
are likely to start reversing and, if more ed-
ucation and science do come into play, that 
passes along to the consumer. Supply con-
tracts with distributors are almost useless—
they have no control over supply, only per-
ceived control. ! e only enforceable contract 
is between the ingredient manufacturer and 
the purchaser. ! at’s why contracts are not as 
utilized in China, but they should be.” 

Most agree those prices will go up. ! e 
commodity game is losing favor inside the 
Chinese economy, and the world is waking 
up to the sustainability challenges in Chi-
na. “! ere is greater expectation and pres-
sure on environmental responsibility, and a 
recognition that addressing this in China 
impacts the entire world,” says Steinford. 
“China is beginning to mandate this, and 
that will impact pricing.”

“When commodity pricing prevails, 

science and education suffer the most, 

and that’s a shame. The industry does 

not grow with the commodity game, it 

grows through science and education.”

—Scott Steinford, Trust Transparency Consulting

OCTOBER 2016 NEWHOPE.COM | 9

NBJ 2016 Supply Chain Issue Strategic Information for the Nutrition Industry



Sustainable seas
Effi cient utilization of marine ingredients couples with 

a move toward functional foods

By Bill Giebler

E
xtraction by putrefaction has a cer-
tain ring to it. A ring that will have 
older consumers recalling the gag-

ging & avor of their grandmother’s cod liver 
oil. Allowing vats of discarded cod livers 
to rot and thereby separate from their fat, 
however, was the primary process for cod 
liver oil production for centuries. 

! e method was largely discarded as 
more sophisticated extraction methods 
were introduced in the mid-1900s. Today, 
$ sh oils are highly concentrated, near & a-
vorless and often presented in emulsions 
that include smoothie-ready fruit & avors.

Visiting Norway earlier this year, I expe-

rienced an omega-complex oil whose & avor 
pro$ le conjured anything but putre$ ed $ sh. 
Around a meeting table in Pharma Ma-
rine’s facility near the idyllic city of Alesund, 
Norway, chef Mindor Klauset prepared 
tapenade, guacamole, pesto and other reci-
pes, featuring a prototypical $ sh oil product 
that is uniquely poised to get omegas out 
of soft gels and expand the functional foods 
realm beyond smoothies. Pharma Marine is 
a leading manufacturer of $ sh oil products 
in Norway’s Møre region.

But the story I saw in Norway didn’t 
end at tastier $ sh oils, and it wasn’t just new 
formats and & avors. ! e story of innovation 

in Norway isn’t as much about new prod-
ucts as it is about getting the most nutrition 
with the least impact.

OMEGA-3 SALES AND GROWTH, 2005-2018E

Source: Nutrition Business Journal ($mil., consumer sales)
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NBJ Takeaways 

 » Innovation in Norway appears in 
the form of sustainable fi sheries

 » Sustainability and effi ciency 
coexist to increase yields

 » Maximizing utilization of catch 
increases supplement supply chains
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Sustainable, Norway style
! e northwestern coast of Norway is 

a collection of verdant, mountainous, $ n-
ger-like peninsulas that elongate the miles 
of coastline to a distance greater than the 
length of the equator. Marine areas seven 
times the Nation’s land mass are home to 
200 di" erent species of $ sh and shell$ sh. 
Proximity to the Norwegian Sea and the 
Barents Sea gives Norwegian $ shermen 
easy access to large shoals. ! e Norwegian 
Seafood Federation claims the country 
is responsible for some 21 million meals 
served in over 100 countries each day. 

! e ; ords, or waterways between the 
peninsulas, are home to one of the oldest 
$ shing cultures in the world. Stone-age de-
pictions suggest Vikings have $ shed these 
waters for millennia. ! is history and eco-
nomic dependency on the catch may be re-
sponsible for Norway’s position as a global 
leader in sustainably harvested seafood, 
with over 70 percent of their $ sheries cer-
ti$ ed by the Marine Stewardship Council. 

Sustainable $ sheries start and end with 
the management of $ sh stocks—something 
carefully dictated by the U.N. and calling 

on extensive cooperation between the mul-
tiple nations sharing the waters. Universi-
ties and research organizations consistent-
ly rank Norway as the most responsible 
country for $ sheries management, says Dr. 
Manfred Klinkhardt, a Hamburg, Germa-
ny-based biologist and author specializing 
in $ sheries, aquaculture and $ sh processing. 
“First place, in front of USA, Canada, Aus-
tralia and Iceland,” Klinkhardt notes.

One reason for the high ranking, 
Klinkhardt continues, “is Norway’s ecosys-
tem approach in its $ sheries management.” 
Past approaches managed $ sh stocks as 
individual species. “! is method has short-
comings because it does not su%  ciently 
take into account interaction between the 
species and the in& uence of environmental 
factors,” says Klinkhardt. “Today, Norway’s 
$ sheries management tries to observe the 
consequences of $ shing on the entire eco-
system.” Under such management, harvests 
increase and stocks grow, inviting even 
more opportunity from the sea. 

! is focus carries over into the man-
ufacture of dietary supplements. “Nor-
way has a culture of doing things right,” 

says Todd Parker, VP of sales at Marine 
Ingredients, another top manufacturer of 
omega-3 fatty acids, also in the Møre re-
gion. “! ere is no cutting of corners here. 
Norwegian industry is heavily regulated so 
quality assurance, product safety, employee 
rights, and the environmental protection 
are all enforced and adhered to.” 

A refi ned history
! e history of cod liver oil in Norway is 

nearly as long as that of $ shing, also dating 
back to the Vikings who consumed the oil 
as part of their diet and traded it around 
the Baltic region as lamp oil. “! e evolu-
tion of production methods started with 
separating the oil by little more than pu-
trefaction,” says Parker, “followed by steam 
extraction, then more modern rendering 
methods. Presently, nearly all of the cod 
liver oil available on the market is distilled, 
winterized, deodorized and bleached.”

! e bleaching is a process of organic $ l-
tration via the temporary addition of clay 
to the oil.  “! at will absorb some color 
components and purify the oils,” says Leif 
Gjendemsjø, executive chairman of Pharma 

FISH OIL AND KRILL OMEGA-3 SUPPLEMENT SALES AND GROWTH, 2002-2015

Source: Nutrition Business Journal ($mil., consumer sales)
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Marine. “But most of the time you do this 
you will also remove some of the vitamins. 
Vitamin A and D especially.” ! erefore, 
Gjendemsjø says, “you have to add vitamins 
back into the product.” It’s a tradeo"  in or-
der to reduce odors and taste. 

Other procedures, like winterization, 
that brings the oil to a desirable consis-
tency by removing the congealed layer that 
appears at low temperatures, and deodor-
ization also address the aesthetics of the 
$ nished product. 

! e high re$ nement process isn’t just 
about taste, however. “Something you didn’t 
have 100 years ago was contaminants,” says 
Gjendemsjø. “We are polluting every day, 
and unfortunately many of these contam-
inants go into the ocean and into the food 
chain and $ sh are eating it and it’s accu-
mulated. I would say most $ sh will contain 
contaminants and many of them are fat sol-
uble. It’s very important to remove these.” 
Molecular distillation, used in marketable 
oils since the late 1980s, does just that.

Still, Gjendemsjø clari$ es, “the main 
reason for distillation is to separate fatty 
acids … to increase the amount of EPA/
DHA.” And it’s exactly these clean, high-
ly concentrated oils that make possible 
the oil’s move out of the capsule and into 
smoothies and eventually the dinner table 
in the form of salad-grade oils like those I 
sampled in Norway. 

While no product is currently on the 
market, the dishes shared by chef Klauset in 
the Pharma Marine meeting room foretell 
an exciting culinary future for $ sh oils. ! e 
oils we sampled consisted of double-con-
centrated $ sh oil that was then cut with 
herb-infused olive oil, the latter produc-
ing the dominant & avor pro$ le. ! ese oils 
thereby had amounts of EPA/DHA typical 
to $ sh oils, but with the palatability of extra 
virgin olive oil—tasty enough to be taken 
plain or drizzled on a baguette. 

Shelf stability, a" ecting storage time 
and temperature of oils, may pose a mar-
keting challenge in the release of oils like 
these, but the challenge is likely worth-
while, given the possibility to broaden the 
omega-3 market and open avenues of func-

tional foods deployment of the oils. 
Over at Marine Ingredients, Parker 

con$ rms the expected continued rise of 
highly concentrated oils but also identi-
$ es an opposite trend toward more natu-
ral, minimally processed ingredients. “! e 
Paleo Diet movement is one example of 
this trend,” Parker says. “For this group of 
consumers the pendulum may be swinging 
back to o" erings such as natural cod liv-

er oil. Marine Ingredients presently o" ers 
cod oil sourced from Alaska that maintains 
naturally formed vitamins D and A and in-
trinsic omega-3 fatty acid levels.”

Fish fl avor has its place 
! e intersection of food and forti$ ed 

function is growing across food segments, 
and the seafood industry has cast its net 
for market share, too. Firmenich, a global 
& avor and fragrance company, committed 
to sustainability and innovation, acquired 
the Norwegian company Bjørge Biomar-
ine in 2002, and has since expanded their 
development of seafood-based & avorings 
(think: powdered cod for soup broths). 
! e company is also active in developing 
& avorings for snacks and beverages that 
help reduce salt and sugar intake. 

! e $ rst & avor house to obtain MSC 
certi$ cation for its seafood ingredients, 
Firmenich sees health and sustainability as 
key stimulators for innovation. ! eir devel-
opment of new marine ingredients is driven 
both by the e%  ciencies of increased utiliza-
tion during processing and by the broad-
er goals of meeting the protein needs of a 
growing population in a way that is a" ord-

able, healthy and good for the environment.
In such, the company is working on 

solutions to extract more nutritional and 
health value from bio-marine sources. It is 
well positioned to do this, too, as the com-
pany processes 10,000 tons of seafood each 
year at its Norway location. “We are a & avor 
house, but now look to leverage our knowl-
edge, resources and expertise to develop 
speci$ c solutions in the area of dietary nu-

trition,” says Nicoletta Beatrice, Director 
Commercialization, Health & Nutrition. 
One of these opportunities is in the devel-
opment of marine peptides, or marine pro-
tein hydrolysates. While they are not yet 
commercially available, these protein hy-
drolysates will be produced from the high 
quality muscle protein of MSC-certi$ ed 
Atlantic cod—a side-stream of the tradi-
tional $ lleting process. 

! e company has not disclosed when 
and how these ingredients will hit the 
market, but in their Norway facility’s tast-
ing lab I sampled a beverage infused with 
marine peptides, and chips imbued with a 
mild and pleasant seafood & avor. It seems 
that marine-boosted protein snacks and 
energy drinks could be an emerging mar-
ket for hydrolysates.       

With every new product or production 
tweak, the Norwegians are proving that inno-
vation can drive growth while also preserving 
the resource that makes both possible.

Seas the day
Meeting the dietary needs of a grow-

ing population is an opportunity for the 
entire marine industry—especially one 

Sustainable fi sheries start and end 

with the management of fi sh stocks—

something carefully dictated by 

the U.N. and calling on extensive 

cooperation between nations. 
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with an eye on sustainability. At least 
that’s how Norway’s biomarine industry 
sees it. A growing sector there is seizing 
that opportunity, not just through sus-
tainable $ sheries but through increased 
utilization and ocean farming. 

“Aquaculture in Norway is equal to 
$ shing,” says Klinkhardt, “and it is mostly 
focused on salmonids.” As a result, Norway 
is the world’s largest producer of salmon. 
“Norway is driving the development of 
aquaculture with great professionalism; all 
areas are constantly being developed.” Few 
countries have such modern and e%  cient 
$ sh farming technologies, he continues, 
with a strict legal framework for aquacul-
ture, “so that their economic, environmen-
tal and social responsibilities are met.”

Viewing sustainability beyond just 
environmental responsibility is not to be 
ignored, Klinkhardt continues. “An intact 
environment alone cannot be a desirable 
objective if people go hungry … Real sus-

tainability is only possible in a balanced 
coexistence of natural, human and eco-
nomic concerns.”

Macroalgae is another area for the de-
velopment of marine nutrients, and Nor-
wegian organizations are developing this 
beyond kelp. ! ese sea farms boast low in-
put, nutrient-rich systems that are carbon 
sinks. More superfood supplements and 

dietary opportunities are likely to emerge 
as this industry grows.

! en comes utilization. “When we are 
harvesting from nature we have to utilize 
100% of what we are harvesting,” Gjen-
demsjø says. “We cannot only take the $ sh 
and make a $ llet and throw the rest back 

to the sea.” Fewer scraps overboard means 
more raw materials for the ever-broadening 
ingredient formats—which brings us back 
to $ sh oils. “Norway has a very long tradi-
tion in utilizing trimmings,” says Gjendems-
jø, whose company currently makes Cala-
marine and Lipidmarine, utilizing fats from 
squid byproduct and a variety of $ sh, in ad-
dition to their core Codmarine line, meeting 

the needs of a dynamic market in addition to 
addressing sustainability concerns.

“I would say that the $ sh oil market is 
bifurcated,” Parker says. “For one group of 
consumers, price is everything. Conversely, 
there is a large and growing group of con-
sumers who are highly quality oriented, es-
pecially the younger consumers. ! is group 
is interested in attributes such as country 
of origin, sustainable sourcing, and supply 
chain transparency. So for companies tar-
geting higher end consumers there is more 
information that needs to be brought into 
the selling proposition, which can help to 
di" erentiate the product but also requires 
extra e" ort and due diligence.”  

“Traceability is becoming more and 
more important, and consumers want to 
know where the materials are coming from,” 
Gjendemsjø agrees. ! e bottom line, he be-
lieves, is that transparent sustainable practic-
es will only become more important in the 
marketplace. “! at we really are managing 
our $ sheries and our ocean biomass in a 
sustainable and good way,” he says, will be a 
driving force. At least for Norway.

More products, more nutrition, more 
hungry people and a limited marine re-
source protected like no other: in a world of 
supply chains stretched to the breaking 
point, Norwegians are proving that the 
right ideas, executed the right way, can hold 
the equation together.

“An intact environment alone 

cannot be a desirable objective if people 

go hungry … Real sustainability is 

only possible in a balanced coexistence of 

natural, human and economic concerns.”

Dr. Manfred Klinkhardt

“When we are harvesting from 

nature we have to utilize 100% 

of what we are harvesting. We cannot 

only take the fi sh and make a 

fi llet and throw the rest back to the sea.” 

Leif Gjendemsjø, Pharma Marine
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A carbon-cutting revolution
After a quiet decade, carbon labeling may be poised for a come-back

By Lisa Marshall

R
emember carbon labels? If not, 
you’re not alone. 

A decade ago, British retail gi-
ant Tesco boldly vowed to start putting the 
labels—emblazoned with a footprint and a 
number quantifying the greenhouse gases 
emitted in a product’s lifecycle—on each 
of its 70,000 products. Walmart chimed in 
too, with talk of a consumer-facing “sus-
tainability index” that would incorporate 
carbon-dioxide emissions and allow people 
to “consume in a more sustainable way.” A 
host of companies, from detergent and po-
tato chip makers to clothing manufacturers 
and breweries jumped on the carbon label-
ing bandwagon, assessing and publicizing 

their footprints on tags, packaging, or web-
sites: Patagonia’s Talus Jacket: 66 pounds of 
CO2. A six-pack of Fat-tire: 7 pounds.

Fast-forward to 2016 and the labels 
have been largely forgotten. Tesco bagged 
the idea in 2012, complaining that individ-
ual product assessments were too costly and 
time-consuming. Walmart never followed 
through. Patagonia dropped the cloth-
ing tags. And consumer awareness about 
carbon emissions appears to have actually 
declined, with just 68 percent of American 
adults familiar with the term “carbon foot-
print,” down 3 percent since 2011, accord-
ing to the Natural Marketing Institute.

“If you were to query consumers as to 

what a carbon footprint is, there is a large 
majority who would have either a lack of 
understanding or a total misunderstanding,” 
says NMI managing partner Steve French.

NBJ Takeaways 

 » Nearly forgotten carbon labeling 
may return by consumer demand

 » Marketable carbon reduction 
needs to be more than 
switching out lightbulbs

 » Regenerative agriculture is 
an opportunity for achieving 
negative carbon emissions

MASS MARKET CHANNEL SUPPLEMENT SALES AND GROWTH, 2005-2018E

Source: Nutrition Business Journal ($mil., consumer sales)
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But that could soon change.
While early versions of carbon footprint 

labeling may not have been ready for prime 
time, 2016 has brought a new groundswell 
of interest among natural product compa-
nies eager to assess and reduce their emis-
sions and communicate their e" orts to re-
tailers, investors, and consumers. ! is year, 
the Sustainable Food Trade Association and 
OSC Squared unveiled a new Climate Col-
laborative aimed at “leveraging the power 
of the natural products industry to reduce 
climate change.” Activists like Tom New-

mark of the Carbon Underground and Paul 
Hawken of Project Drawdown are traveling 
the country spreading the optimistic word 
that companies can not only reduce their 
own emissions but actually draw down car-
bon already trapped in the atmosphere via 
practices like regenerative farming and rain-
forest preservation. Meanwhile, companies 
like yerba-mate-maker Guayaki have begun 
to toy again with the idea of labels to edu-
cate consumers about what they’re doing to 
address global warming.

“Carbon labeling is not dead, it’s just 

dormant,” says Michael Vandenbergh, an 
environmental law professor and director of 
the Climate Change Research Network at 
Vanderbilt University. “I believe we will see 
it re-emerge in the next $ ve years as consum-
ers and companies begin to get more serious 
about responding to the climate threat.”

Beyond the low-hanging fruit
In 2007, as Tesco and Walmart mulled 

their ill-fated carbon footprint labeling 
schemes, companies large and small be-
gan to take a hard look at just how much 

CARBON EMISSIONS BY STEP IN FOOD PRODUCT CHAIN

Source: Weber and Matthews

Produc on

83%

Delivery 

Transport

4%

Supply-Chain 

Transport

7%

Wholesale and 

Retail

6%

OCTOBER 2016 NEWHOPE.COM | 15

NBJ 2016 Supply Chain Issue Strategic Information for the Nutrition Industry



carbon dioxide and other greenhouse gases 
they were belching into the atmosphere. 
Vermont-based supplement company New 
Chapter upgraded its lighting and heating 
systems, urged employees to ride bikes or 
busses, and began recycling more of their 
waste rather than shipping it hours away. 
Fort-Collins-based New Belgium Brewing 
Company famously published a 32-page 
report about the carbon footprint of a Fat 
Tire Beer, and began installing wind and 
solar power generators, as well as biogas di-
gesters at its plants to reduce its emissions.

“At $ rst, companies moved to get their 
own house in order and make sure their on-
site energy usage was as minimal as pos-
sible,” recalls Steve Kooy, director of sales 
and marketing for SCS Global Services, 
which conducts third-party carbon foot-
print audits for companies.

Today, a company’s boast that it uses 
hybrid vehicles or eco-friendly power 
sources won’t get much marketing trac-
tion, Kooy says, because everyone’s doing 
it. Nudged by investors increasingly inter-
ested in climate-friendly companies, and 
consumers increasingly alarmed after a 
series of U.S. natural disasters, companies 
are taking their climate change e" orts a 
step further, digging deep into their supply 
chains and insisting that everyone do their 
part. ! ey’re also looking forward, invest-
ing in recyclable packaging and materials to 
reduce the footprint its product will have 
when customers are done with it. “Compa-
nies are realizing you have to do more than 
just change lightbulbs,” says Kooy, whose 
company has seen a huge uptick in detailed 
“life-cycle assessments” recently.

The rise of
 

regenerative agriculture
Newmark, who founded the supplement 

company New Chapter and now runs ! e 
Carbon Underground and a farm, Finca Luna 
Nueva, in Costa Rica, says all those e" orts to 
reduce greenhouse gas emissions are well and 
good. But they don’t go far enough. “If we 
don’t actually have negative carbon emissions, 
meaning we are taking legacy carbon out of 
the atmosphere, we are simply waiting for the 
full-e" ect of the global warming train wreck 

to take hold,” he says. “It’s too late.”
He points to “regenerative agriculture” as 

a key and totally achievable means of revers-
ing climate change in the next few decades, 
by both reducing the amount of carbon di-
oxide released into the atmosphere by harm-
ful soil-denuding farming practices and cre-
ating an enormous “carbon sink” made up of 
healthy CO2-absorbing humus.

“We don’t just want to reduce the dam-
age that business causes to the climate, we 
want to use business as a vehicle for good—
for climate regeneration,” says Newmark.

Over the last century, research suggests, 
more than one third of the world’s topsoil 
has been destroyed, through erosion and soil 
degrading farming practices, like intensive 
tilling, mono-cropping, overgrazing, and pes-
ticide use. ! at’s problematic for two reasons. 
When soil breaks down, it releases CO2 into 
the atmosphere. Meanwhile, healthy unbro-
ken soil, full of decaying matter or plant life, 
serves as a potent CO2 sponge. 

One recent white paper released by the 
Rodale Institute found that if all farmland 
were converted to a regenerative model (us-
ing low or no-tillage farming, cover crops to 
provide ground cover during o" -season) it 
would sequester 40 percent of annual CO2 
emissions, and if all pastureland were man-
aged in a regenerative manner (with lighter 
grazing) another 71 percent would be se-
questered, leading to a “negative emissions 
scenario.” “Up until now, we have completely 
failed to recognize soil as the powerful car-
bon sink that it is,” says Newmark. 

In 2015, Newmark hosted the inaugu-
ral Regenerative International Conference 
at his farm, drawing scientists, farmers and 
business owners from 21 countries. And 
this April, he called on the National Co-
operative Grocers Association to help him 
spread the word to consumers, food pro-
ducers, and retailers about the promise of 
regenerative agriculture.  (A regenerative 
agriculture toolkit is in the works). He’s 
now working with industry leaders to come 
up with a labeling scheme. 

“! ere are some really good companies 
out there that are producing food and tex-
tiles regeneratively, and they should be re-
warded as the climate champions that they 
are,” says Newmark. 

Bringing it all together
What happens when a company does 

all-of-the above, using regenerative farm-
ing practices, scrutinizing its supply chain, 
and getting its own house in order? 

Chris Mann, co-CEO of Guayaki Sus-
tainable Rainforest Products recently found 
out. ! rough 20 years of business, the or-
ganic, fair-trade yerba-mate beverage com-
pany has grown its trees in a regenerative 
fashion, steering clear of mono-cropping 
and pesticides and helping South Ameri-
can farmers resist the temptation to clear-
cut rainforest for cattle grazing or soil-de-
grading corn and soy production. (Today, 
60,000 acres of rainforest have the compa-
nies trees planted on it.)

When Mann asked SCS Global Solu-
tions for a complete life-cycle assessment 
of its company’s contribution to climate 
change, he was stunned by the results. 
After 20 years, the company had actually 
sequestered, or drawn down from the at-
mosphere, more carbon than it emitted. “It 
was beyond carbon neutral, it was carbon 
negative,” he says. “We were super stoked.”

With that report in hand, the company 
is now working to validate its $ ndings with 
other third-party sources (to be absolute-
ly sure it’s not overstating its claims) and 
come up with a label that communicates 
its accomplishment to consumers in a way 
that’s tangible and understandable.

“We need to come up with a better 
term that makes sense to people,” says 
Mann, pointing to the confusion sur-
rounding terms like carbon footprint and 
carbon neutral.

Ultimately, Vanderbilt University pro-
fessor Vandenbergh—who has written ex-
tensively about the promise of carbon label-
ing—envisions a day when certain products 
are labeled with both a hint at how it was 
farmed, like “regenerative agriculture,” and 
a number explaining just how much carbon 
was emitted or removed from the atmo-
sphere in its making. And unlike a decade 
ago, he believes consumers and companies 
are now ready for it.

“Yes, at some point I believe we will 
see more widespread carbon labeling,” he 
says. “! e only question is: Will we do it 
in time?”
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GLOBAL DOLLAR SALES OF RAW ASTAXANTHIN, 2010-2018E

Source: Nutrition Business Journal ($mil.)
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NDIs say no go for 
synthetic botanicals
Astaxanthin is a solid case study demonstrating the complexity 

of the FDA’s guidance doc

By Todd Runestad

B
ack to nature” is what people say 
when they’re ready to trade in the 
complications of modern life for 

a simpler existence. For the FDA, “back 
to nature” is an order, one that ’s any-
thing but simple.

If enforced as stated in the New Di-
etary Ingredient (NDI) draft guidance 
released Aug. 11, synthetic botanicals will 
no longer be considered a food and will be 
pushed out of the supplement space. ! e 
implications are enormous, but the com-
plexities can be brought to focus in the 
most basic of organisms: algae.

On the leeward side of the Big Island 
of Hawaii, the near-14,000-foot twin vol-
canoes of Mauna Loa and Mauna Kea pre-
vent precipitation on the western side of the 
island. ! is rain-free zone is ideal for Cya-
notech’s open ponds of spirulina and astax-
anthin, a promising ingredient for myriad 
applications. ! e fairly low-tech system is 
powered by sunshine, and operates without 
the use of pesticides and herbicides, creat-
ing no soil erosion, fertilizer runo"  or water 
pollution. It is elegant in its simplicity. 

Astaxanthin had been growing away 
in obscurity until Dr. Oz aired a seg-

ment in 2012 extolling its health bene-
fits as an antioxidant, anti-inflammatory 
and vision-improver. 

NBJ Takeaways 

 » Astaxanthin joins the 
ingredient wars 

 » FDA rulings on nature identical 
ingredients could radically 
change the supplement business

 » There is disagreement about 
synthetic botanicals—
even within the industry

“
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ALGAE INGREDIENT BY AISLE, EXPO WEST AND EXPO EAST

Source: NEXT Trend Database
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Astaxanthin ingredient suppliers did 
well with this boom, and thus began the 
seemingly inevitable competitive wars 
among one another in a $ ght for greater 
market share. Cyanotech even stopped 
selling its ingredient to manufacturers and 
went straight to $ nished product under 
the BioAstin brand. 

But then the seas turned even more 
turbulent when ingredient giant DSM in-
troduced a “nature-identical” astaxanthin to 
the market, priced to sell. 

Suddenly, the three primary producers of 
natural astaxanthin—all produced from the 
Haematococcus pluvialis algal species—put 
aside their internecine warfare and teamed 
up in 2014 to form the Natural Algae As-
taxanthin Association (NAXA), its mission 
to educate the public on the bene$ ts of nat-

ural astaxanthin, which includes a cocktail 
of other carotenoids, over the synthetic ver-
sion being o" ered from DSM. 

“It has become very important for 
the astaxanthin producers who have de-
veloped the market over the last decade 
to point out how different the various 
sources are,” said Oran Ayalon, Ph.D., 
director of R&D at Algatechnologies, a 
closed-system producer based in Israel. 
“There are tremendous differences in 
terms of effectiveness between the dif-
ferent sources.”  

The law steps in
Just when you thought astaxanthin was 

mirroring a typical ingredient war-type 
situation, with competition both healthy 
and cuthroat, a new variable has stepped 

in that could potentially upend the com-
petitive scene. 

! e FDA’s NDI draft guidance is 
poised to rock the ingredients world as 
well as the dietary supplements world in a 
more seismic way than anything else this 
side of the passage of DSHEA in 1994—
the legislation that initially introduced the 
concept of NDIs. 

More than 20 years later, the FDA has 
re-issued its interpretation of NDIs (its 
$ rst issuance was in 2011). In it, the FDA 
determined that “nature-identical” synthet-
ic botanical molecules—as with DSM’s 
astaxanthin, but also as with vinpocetine, 
L-theanine, and some kinds of resvera-
trol—do not $ t the FDA’s de$ nition of a 
botanical dietary ingredient. 

“What we heard in 2011 is the FDA 
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should consider synthetic copies of botan-
ical constituents to be a dietary ingredient,” 
says Cara Welch, the senior advisor for the 
o%  ce of dietary supplement programs at 
FDA. “We added one-and-a-half pages of 
clari$ cation to when synthetic substances 
of any kind meet the statutory de$ nition of 
a dietary ingredient, and why. You may not 
be happy with it but at least you’ll hear a 
clari$ cation of our position and why that is.”

! e FDA determined that DSHEA’s 
de$ nition of a botanical is, basically, a plant 
that grows in the ground. Since synthetic 
versions of these plants do not grow in the 
ground—even when molecularly identi-
cal—they are not plants. 

In September, the FDA used that ra-
tionale for sending a & urry of letters to 
producers of vinpocetine, which is used to 
help with memory functions, but is also 
produced synthetically at industrial scale, 
not by pulling periwinkle & owers from the 
ground. ! e agency said that vinpocetine 
does not meet the de$ nition of a dietary 
ingredient under DSHEA and is excluded 
from the de$ nition of a dietary supplement 
under the Food Drug and Cosmetic Act. 

Curiously, vinpocetine already enjoys a 
handful of NDI no-objection letters, which 
essentially say the FDA has no problem with 
the safety pro$ le of this ingredient. But in 
its 2016 guidance, the agency seems deter-
mined to walk back this earlier assessment.

! is determination against “synthetic 
botanicals” will signi$ cantly shift the in-
gredients and supplements industry. At a 
daylong workshop in September produced 
by the United Natural Products Alliance, 
based in Salt Lake City, an informal poll 
of close to 200 individuals in the room that 
represent a range of supplement manufac-

turers, more than half of them said they 
used synthetic botanicals. 

 “I fully support the NDIs,” said Bob 
Capelli, executive vice president of global 
marketing at Algae Health Sciences, a di-
vision of BGG, a Chinese company that is 
growing natural astaxanthin near the Tibetan 
pleateau. “If you take a chemical formulation 
of the natural versus synthetic it’s exactly the 
same, but the molecules are di" erent—the 
natural is complexed with supportive carot-
enoids. I’m happy it’s happening.” 

As it relates to DSM’s fortunes with 
synthetic astaxanthin, the company will 
likely be able to rely on a loophole that 
should keep its ingredient on the market 
despite the FDA’s apparent ruling against 
any synthetic botanical ingredients. 

Welch said that synthetic botanicals 

could “$ t under a di" erent provision of a 
dietary ingredient if this constituent is also 
in a food supply as a synthetic ingredient.”

One example includes vanillin, the 

vanilla extract, which has been used for 
baking. “Vanillin,” said Welch, “whether 
synthetic or natural, $ ts the de$ nition of a 
dietary ingredient.”

Synthetic ca" eine is another ingredi-
ent that has been in the food supply long 
enough to qualify. 

For synthetic astaxanthin, it has long 
been used as feed for aquaculture salmon, 
so it, too, should qualify as an o%  cially 
recognized dietary ingredient because 
the farmed $ sh eat synthetic astaxanthin 
which is then eaten by humans—ergo 
synthetic astaxanthin has been in the hu-
man food supply. 

Of course, Congress could provide a 
simple $ x for these synthetic botanical di-
lemmas. ! e FDA’s position could seriously 
transform the supplements market—under 
the guise of safety but seemingly instead 
caught up in the net of regulatory nit-pick-
ing de$ nitions. All Congress would need 
to do is to simply change the de$ nition of 
dietary ingredient to recognize molecular-
ly identical compounds regardless of their 
source, even if only via a successful NDI 
$ ling with toxicity studies to ensure safety. 
But the supplements industry is concerned 
that opening DSHEA to any legislative 
$ xes could open DSHEA to other legisla-
tive maneuvers they wouldn’t want. 

And so, an open pond $ lled with red as-
taxanthin algae becomes an apt metaphor 
for the future of synthetic botanicals—get-
ting murkier by the moment.

“What we heard in 2011 is 

the FDA should consider synthetic 

copies of botanical constituents 

to be a dietary ingredient.” 

Cara Welch, FDA

“If you take a chemical formulation 

of the natural versus synthetic it’s 

exactly the same, but the molecules are 

different—the natural is complexed 

with supportive carotenoids.

Bob Capelli, Algae Health Sciences
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WHEY INDEX PRICING JANUARY 2015 TO MAY 2016

Source: Brian Gould, Agricultural and Applied Economics, UW Madison (Index to Dec 2014)
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Sustaining sustainability
Facing ingredient shortages and climate change, 

companies take pains to plan ahead

By Lisa Marshall

I
n 2003, Monroe, NH-based Pete and 
Gerry’s Organic Eggs faced an enviable 
dilemma.
Just a few years earlier, co-owner Jesse 

La& amme had been driving around in his 
pick-up begging retailers to stock cartons 
of his family farm’s eggs. But after the im-
plementation of the U.S.D.A. National 
Organic Program and the & ood of media 
attention it brought, sales had suddenly 
blown up threatening to outstrip his supply.

“We quickly realized we could either 
build more barns and end up looking a lot 
like the big factory farms, or we could try a 
di" erent model,” says Paul Turbeville, the 
company’s VP of marketing. Accurately 
forecasting a lasting increase in demand, 
La& amme hired a full-time recruiter to 

travel the country, urging small family 
farmers to raise & ocks of organic hens. 
He provided them with blueprints and 
contractor lists for henhouses, o" ered to 
$ nance their equipment or guarantee their 
bank loans, and even agreed to buy their 
non-organic eggs (selling them through a 
sister company called Nellie’s Free Range 
eggs) as they were in the process of transi-
tioning to organic. 

Today, Pete and Gerry’s works with 
125 small farms in 13 states, has its eggs in 
10,000 stores, and has seen sales spike 60 
percent annually for three years running. But 
as a Certi$ ed Humane egg producer and a 
B-Corp, the company has managed to both 
keep pace and stay true to its roots. “! ere 
are a lot of opportunities in the natural and 

organic space to take short cuts,” says Tur-
beville. “We chose to take the long view.”

! ey’re not alone. With organic, non-
GMO, botanical, and other specialty in-
gredients already often in short supply, 
and climate change making things even 

NBJ Takeaways 

 » Present day organic demand dra-
matically outstrips supply

 » Vertically integrated supply chains 
are becoming more common—but 
so are partnerships

 » Climate instability is a growing 
factor in supply chains
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STOCK INDEX OF WHITE WAVE, S&P 500 AND DOW JONES INDUSTRIAL AVERAGE, 
Q4 2012 TO Q4 2015

Source: Yahoo! Finance
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“There are a lot of opportunities 

in the natural and organic space to 

take short cuts,” says Turbeville. “We 

chose to take the long view.”

Paul Turbeville, Pete and Gerry’s Organic Egg

more unpredictable, food and supplement 
companies are taking great pains to assure 
their supply chain is reliable long-term. 
Some are buying their own farms to bu" er 
themselves from price volatility. Others are 
working with growers in varied regions to 
be sure that if drought or & ooding hits one, 
another can meet demands. Many are com-
ing together via pre-competitive coalitions, 
like the U.S. Organic Grain Collaboration, 

the Organic Fiber Council (which works 
to boost availability of organic cotton), and 
various Climate Smart Agriculture initia-
tives to address looming supply shortages 
via research, policy changes, and education.

“! ere is a lot of collaboration and 
long-term planning going on right now 
to ensure market access,” says Nate Lewis, 
farm policy director for the Organic Trade 
Association.

Boosting organic supply
U.S. sales of organic goods reached 

$43.3 billion in 2015, up 11 percent, ac-
cording to OTA. Nearly 5 percent of all 
food sold in the U.S. today is organic. But 
organic supply, particularly of grains for 
food and animal feed, has not kept up. 
“Right now, demand is far outstripping 
domestic supply,” says Lewis. “! ere just 
simply is not enough organic corn, soy-
beans or wheat.”

Organic acres of corn and soy account 
for only 0.3 percent and 0.2 percent re-
spectively of the nation’s total corn and 
soybean cropland, according to the U.S. 
Department of Agriculture. Only 0.6 per-
cent of the nation’s wheat is grown organ-
ically. Meanwhile, companies imported 
$113 million in organic corn and $241 
million in organic soy in 2015.

! at’s problematic for many reasons. 
Imported supplies can be less consistent 
than domestic ones, leave U.S. growers 
out of the organic windfall, and—some 
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“We need to diversify both the crops 

we are growing and the location 

in which we are growing them. 

Putting all your eggs in one basket is 

a risky proposition at this point.”

Nate Lewis, Organic Trade Association

suspect—could be more vulnerable to 
adulteration. In the past, some companies 
have had to shelve plans for new product 
lines due to supply concerns. And inves-
tors seem to be taking a greater interest in 
supply chain issues too. “I know represen-
tatives from investment $ rms are asking 
OTA about supply. It is de$ nitely on their 
radar screen,” says Lewis.

To address all this, a coalition of com-
panies including Clif Bar, Nature’s Path, 

Whole Foods, Pete and Gerry’s, and Annie’s 
came together in 2014 to form the U.S. Or-
ganic Grain Collaboration. Under the aus-
pices of OTA, it hosts informational sessions 
for farmers wanting to transition to organic, 
raises money for research on how to grow 
more resilient grains, and has launched two 
pilot projects in Aroostook County, Maine 
and the Northern Great Plains.

Lewis says two things often deter farm-
ers from transitioning from conventional to 
organic: ! ey must wait three years before 
they can be certi$ ed as USDA organic, and 
they want to be sure they have a market for 
all of the organic crops in their rotation, not 
just one or two.

To address this, some brands are draft-
ing long-term, multi-year contracts with 
farmers, agreeing to pay them a premium for 
their grains even before they are certi$ ed or-
ganic. Brands are also teaming up with their 
competitors, to provide farmers a package 
deal that gives them a market for their whole 
crop rotation. “If I want your wheat I say ‘I 
will buy your wheat, and this other company 

will take your beans,” Lewis explains.
Numerous other companies have tak-

en matters into their own hands by buying 
their own farms.

In 2008, industry veteran Nature’s Path 
purchased two farms in Saskatchewan, and 
in 2014 it purchased a third in Montana, 
bringing its total farmland to 6,600 acres, 
where it grows organic grains and legumes 
for its cereals. It also purchases ingredi-
ents from more than 100,000 acres worth 

of organic farms, mostly domestic, which 
it contracts with years ahead. And it owns 
three manufacturing plants where it tests 
its grains for the presence of GMOs.

“We are fairly vertically integrated and 
we do a lot of forward-planning,” says Na-
ture’s Path co-founder Arran Stephens.

Bracing for climate change
Soaring consumer demand aside, global 

warming is also prompting companies to 
take a hard look at how they’ll maintain 
supply in the future.

“Cataclysmic weather events are de$ -
nitely going to have an e" ect on supply,” 
says Lewis. “We need to diversify both the 
crops we are growing and the location in 
which we are growing them. Putting all 
your eggs in one basket is a risky proposi-
tion at this point.”

Bill Chio%  , vice president of glob-
al sourcing for Gaia Herbs, points to re-
search predicting that for every 1 degree 
centigrade increase in ocean surface tem-
perature, tropical storm wind speeds are 

expected to increase 8 percent and rainfall 
in those are expected to increase 18 per-
cent. Already, $ erce tropical storms and un-
expected droughts are taking a toll on the 
supply of certain botanicals, he says.

For instance, historic & ooding and 
drought in southern India in 2015 threat-
ened to reduce yields and quality of tur-
meric crops. Cyclone Pam in the South 
Paci$ c hit kava supplies hard. And & ood-
ing followed by drought threatened a host 
of crops at Gaia Herbs Farm in North 
Carolina last year. 

“Even with a vertically integrated supply 
chain with more than 25 percent of Gaia’s 
total raw material needs coming from our 
own farm, we still rely on partnering with 
growers world-wide and it’s becoming more 
di%  cult to $ nd a geographic cure for the se-
curity of any one raw material,” he says.

To plan ahead, Gaia is working to geo-
graphically diversify itself even further, 
with a 15-acre turmeric operation in Costa 
Rica. It has also helped suppliers recover 
after a natural disaster, raising $13,500 to 
rebuild infrastructure in Vanuatu after Cy-
clone Pam hit. And Chio%   spends much of 
his year traveling around the globe, visiting 
personally with growers to discuss ways to 
improve irrigation or & ood mitigation so 
that when natural disasters happen, the toll 
on crops and communities is minimized.

“It’s imperative to have a personal con-
nection with your farmers and growers and 
to have a contingency plan in place to deal 
with crop failures,” he says.

Supply chain managers say it’s also key 
for companies to keep their eye on the mar-
ket, watching consumer trends in order to 
predict what ingredients might be in de-
mand next, and stock up.

But what if you call the trends wrong 
and end up with too much of a certain in-
gredient? Just be ready to get creative and 
pivot, says Nature’s Path’s Stephens.

“Last year we booked way too much 
chia seed. We anticipated the demand was 
going to be much stronger than it ended 
up being and ended up with a glut,” he 
says. “But we worked our way around it. 
We just developed a few more products 
that included chia.” 
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Q&A with Lotus Foods founders Caryl Levine and Ken Lee  

 » Rice, the world’s most valuable crop, is second only to wheat in acreage planted and 
second only to corn in yield. It’s a supply chain that starts with some 250 million farms, 
mostly small, family operations. Yet conventional rice, grown in fl ooded paddies, depends 
on signifi cantly more water than any other crop. Over the last 30 years, a new method of 
growing rice has emerged. Known as System of Rice Intensifi cation, the method reduces 
water inputs by half, eliminates chemical inputs, reduces labor and increases yield with 
fewer seeds. Adoption of SRI has been slow, however, and requires the training efforts of 
NGOs, as well as market efforts. That’s where Lotus Foods comes in, providing a market 
for SRI rices under their More Crop per Drop campaign. NBJ spoke with Lotus co-founders 
and co-CEOs Caryl Levine and Ken Lee.

QA Catalyzing a rice-roots revolution

NBJ: Why ‘More Crop per Drop’ as the name of your program?
Levine: ! ere are a lot of impacts by changing the way we grow 
rice. It’s amazing that we can have environmental, social, and eco-
nomic impact. But that’s a lot for any consumer, any retailer to 
grasp. We decided to try to hone the message into two of the most 
important challenges of the 21st century, and that is water and 
women. ! is methodology can save so much water, anywhere from 
30 to 50 percent water. Imagine that 70 percent of the world’s an-
nual fresh water withdrawals are for agriculture. Half of that is to 
irrigate rice. ! is is leading to the depletion of surface and ground 

water sources in many areas. Changing the way we grow rice can 
have a huge water saving impact.
     ! en the women issue: Women provide 50 to 90 percent of the 
labor in growing the world’s rice crop. Something called the femi-
nization of agriculture is on the rise. ! at means more men who 
were doing a lot of the work are migrating into towns and cities for 
jobs, leaving the women to manage the farms. ! is methodology 
allows women to produce an acre of rice in better conditions. ! ey 
don’t have to be sitting in & ooded $ elds 
where they’re exposed to parasites and 

QA Palm oil cleans up

Q&A with Neil Blomquist  

 » With a long history in natural & organic products, including being CEO and president of 
Spectrum Naturals, Neil Blomquist can talk about supply chains across a variety of cat-
egories. Right now, he is focusing on the palm oil industry and a supply chain famously 
fraught with problems both environmental and economic. Working with Natural Habitats 
to convert palm plantations to organic and regenerative agriculture, Blomquist’s Palm 
Done Right program intends to upend the palm oil equation to promote better practices, 
a cleaner supply chain and a greater awareness of the health benefi ts of palm oil.

NBJ: You use the term ‘con& ict palm.’ How do you de$ ne that?
Blomquist: Palm that is produced under conditions that are 
not protecting the environment, or the local social communities, 
or the habitat. You look at what is going on in Malaysia and 
Indonesia where they are breaking ground in rainforest, virgin 
rainforest that’s being displaced by palm plantations, and land 
grabbing, and paying really low wages for the local people. Big 
companies are literally taking land away from people in these 

local areas that have small farms, and it’s sanctioned by the gov-
ernment. Look at the habitat destruction that goes along with 
the rainforest destruction. Populations of orangutan and other 
animals have been severely reduced because of expansion of palm 
plantations in that part of the world.

NBJ: Do you think consumers are aware of how much con& ict 
palm is in products?

  Continued on page 24

  Continued on page 25
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leeches and other disease vectors like malarial Mosquitoes. It’s also 
labor-saving. ! ey use this $20 machine, a conical weeder, to help 
weed the rice, because when you don’t & ood a $ eld, you get more 
weeds. It’s also doing a secondary job, it’s aerating the soil, which 
gets more oxygen into the plants, which helps them grow better.

NBJ: How does SRI reduce chemical applications? 
Lee: ! e plants don’t need chemicals. ! e chemicals are there to 
attack the weeds. You need to have a method that addresses weeds. 
I think a point that can’t be understated is when the conical weeder 
plows through the soil, it turns the weeds back underground and 
actually forms more biomass to feed the plants. More importantly, 
as Carol mentioned, it oxygenates the soil, which is conducive to 
promoting more soil growth, soil biota. By creating more, better 
soil, it’s enriching the plant itself. ! at’s why farmers are reporting 
increased yields. ! e other thing is the methane. Flooded $ elds 
produce upwards of 30 percent of man-made methane on the 
planet. If we just pull the plug on rice $ elds, we can eliminate the 
methane emissions, which is signi$ cant.

NBJ: What about carbon sequestration? Reduction of meth-
ane, it sounds like is an enormous positive climate impact. Is 
there also a sequestration element that di" ers from traditional 
rice farming?
Lee: I think if you talk to anybody about regenerative farming or 
any of these carbon sequestration models, any time you can build 
soil you are sequestering carbon.! en there’s the issue of biodiver-
sity. You have science-based entities that are pushing high yielding 
seeds. Whereas in India, a recent study shows 300 or 400 ancient 
heirloom varieties that yield just as well as the “high yielding” 
seeds. I think these biotech seeds are a hoax in terms in saving the 
planet and feeding 2 billion more people by 2050. SRI empow-
ers farmers to continue to grow the grains that have culinary and 
cultural signi$ cance to those societies, and not have to buy special 
seeds from multi-national companies.
Levine: ! at’s another wonderful impact of More Crop per Drop. 
! ere’s nothing the farmers have to buy. ! ey’re not dependent upon 
the chemicals. ! ey use 90 percent less seed and if they’re doubling and 
tripling their yield they have enough to feed their family, go to local 
market, and then also export. It’s a real win-win situation for everybody.

NBJ: What are the barriers to entry?
Lee: On the front side, when you try to get anyone to change 
anything they do as a daily routine. ! e farmers always talk about 
the $ rst time they tried it. ! eir neighbors would confront them 
and ridicule them. ! ey would look at their newly planted $ eld 
with a single blade of grass with plenty of spacing. (Normally they 
would see $ ve or six of these grass seedlings, which are a foot high.) 
! ey’d tell them ‘Your family is going to su" er this year. What have 
you done? What could have gotten into your brain?’
     After two months into the growing season, they see how robust 
these plants are, and how many branches, they call them tillers and 
panicles, are emerging out of a single seedling. ! e seedlings are 

not competing for nutrients, they’re not competing for solar ener-
gy, they have more space and because the water table’s not so high, 
the roots have to dive down deep, which forms a bigger root ball, 
which is necessary to support all those branches, those tillers and 
panicles. It’s a common thing if you’re a gardener, you know to thin 
your garden. You don’t overpopulate it. It’s really a common sense 
nothing-to-buy type of methodology.
Levine: ! e barrier is how do you change $ ve thousand years 
of rice cultivation overnight? You can’t. ! e farmers need tech-
nical assistance, and that’s also an incredible, beautiful part of 
this private sector/ public sector partnership that Lotus Foods 
is a part of. ! is methodology was promoted for the last 20 
plus years through Cornell University with support from World 
Wildlife Fund and Oxfam and AfriCare and Mercy Corps be-
cause it was a poverty alleviation and food security issue. Be-
cause of its success and yield, all of a sudden they said ‘We 
have to get a company that has channels to market so that these 
rices don’t go undi" erentiated and that the farmers get the price 
premium in the global marketplace.’ ! ey went shopping for 
someone doing global rice and the only company they found 
was Lotus Foods. ! ey cold called us over 10 years ago to ask 
if we would be interested in putting these rices through our 
distribution channel. When we learned about SRI, of course we 
were just saying, ‘oh my goodness, this is just unbelievable.’ We 
totally committed ourselves to this methodology and re-brand-
ed and have never looked back.

NBJ: How did all of this get started and what’s holding it back?
Lee: ! e methodology was discovered by a Jesuit agronomist 
priest in Madagascar in the 70s. To your question about barriers, it 
seems like any real, big change almost needs a new generation. In 
the 70s, Father Laulanié introduced this concept in Madagascar. It 
really wasn’t until the turn of the century that this took hold. It’s 
in 58 countries now. It really wasn’t being practiced widely until 
the turn of the century. It took 30 some odd years to really get 
going, and now I think you see governments getting on board and 
advocating SRI and targeting certain acreage by certain dates as a 
food security issue.
Levine: Also, the scienti$ c community hasn’t gotten behind this 
because they want to see a total scienti$ c technology. ! is is a 
methodology of six di" erent little steps that changes conventional 
rice production into SRI. Farmers are the best ones to know how to 
adapt to their farms and to their speci$ c regions. ! at’s the beauty 
of it. Yet, it has been proven time and time again, in country after 
country, farmer after farmer that this works. Also, Big Ag might 
not want to embrace it because they want to sell inputs.

NBJ: It seems like growth within a region would be exponential. 
One farmer does it, and then the number begins to double. 
Levine: Exactly. It’s true grass roots. ! e neighbor who said, 
‘Buddy, you’re going to starve,’ sees it and then says, ‘Oh my God, 
now teach me how to do this.’ ! e technical assistance through 
NGOs helps so much. Farmers see how it’s grown on a model farm 

  Lotus Foods, Rice ...
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or somebody else’s and technical assistance says, ‘OK, don’t switch 
all your crops, just take a small piece of your land and do that, and 
see it.’ ! ey see it from the very $ rst crop.
Lee: A lot of these farmers are subsistence farmers. A lot of times 
they have small plots of land, and that means they don’t even have 
enough land to grow enough rice to feed their family for the whole 
year. Now, they get to watch someone else do it, and they get to see 
the end result, being the harvest, and they’re amazed

NBJ: What percentage of rice growing land has converted?
Lee: I think it’s got to be a small bit. ! ere are maybe 15 million 
farmers now, so I think we’re looking at just a few percentage points. 
It’s just the tip of the iceberg. We see our work as trying to cat-
alyze a revolution. A change in how rice is grown on the planet. 
All it takes is a bunch of farmers saying, ‘I make more money now 
per acre because my input costs are less, my yield is greater and I’ve 
tapped into an international market after satisfying my own needs.’ 
It’s a compelling story, and I think other people will want to get 
involved. Everyone, regardless of race, nationality, borders, they all 
have the same aspiration to have food, clothing, shelter and a better 
life for their kids.! e other thing is, it’s open sourced. It’s not some 
trademarked technology that’s owned by some entity. ! is is some-
thing that’s shared widely. It’s taught with tremendous respect to the 
farmer. ! ey understand their soil and the crop they’re growing. It’s 
just explained in terms of the basic tenets, and then they can adopt 

as they see $ t. You can actually use a little bit of chemicals if you’d 
like. It’s not a dogmatic approach. As Lotus Foods, we specify SRI 
that is organic. We build in a fair trade component. Also, by being 
organic, it’s non-GMO. SRI could actually be done with chemicals 
and GMO seeds. It’s really about a better management system of 
the water, the soil and the seeds.We’re trying to focus it so that we 
can di" erentiate what we’re doing. We think, by helping farmers, by 
helping the planet and the soil, all these aspects, that’s the complete 
package. Our intention is to deliver the full impact of SRI.

NBJ: What is the role of the consumers in the transition?
Levine: ! e role of the consumer is to be a part of the solution. 
We’re making not only some of the world’s most nutritious rice 
that tastes great, but the consumer can also be a part of the solution 
for their families, for global warming, for improving the lives of 
farmers. ! ey have an opportunity to decide what they’re going to 
purchase and what they’re going to feed their families.

NBJ: Do you think consumers are getting it? 
Levine: I think so. Lotus Foods is a very small brand with a very 
big audacious mission. We’re over 20 years old. I think it’s taken all 
this time for people to really appreciate and trust our transparency, 
our mission, our goal. ! is campaign is perfect timing for us. I 
think we’ve got the foundation of the natural foods consumer on 
our side. I think they’ll listen to the story a little more intently.
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Blomquist: No, I don’t think they have a clue. I think that con-
sumers see it if they’re paying attention to what’s on the internet. 
Occasionally you’ll see a story come up in the mainstream media 
about the problems that are occurring. About all they think about 
is ‘I’m going to avoid palm.’ ! at’s their reaction. It puts them in 
this place that even if there’s palm that is done right somewhere in 
the world, it’s still on their negative side of their brain that there’s 
got to be a problem with it. I think where the awareness is, that’s 
where most of it is focused: ‘Palm is bad, and I’m going to avoid it.’

NBJ: Do they know con& ict palm is even in the natural product 
space?
Blomquist: I think the majority of consumers don’t. I think some 
of the more conscious, committed consumers do, and I think that’s 
where retailers are getting complaints. ! ere are customers coming 
to them and questioning, ‘Why are you selling products with palm in 
them?’ I know the retailers are getting hit with that. ! e brands that 
are using palm also get that kind of reaction. What we’re trying to 

do is give our partners a way to be able to respond to that with a real 
clear, easy to understand story around Palm Done Right.

NBJ: When you talk to brands and manufacturers and you say 
‘Palm Done Right,’ do they instantly grasp that?
Blomquist: Depends on where they are in the whole space. 
I can use some speci$ c examples. A fairly young brand that is 
one of our partners, Luke’s Snacks, produces potato chips, corn 
chips, all that kind of stu" . ! e founder is a friend of mine 
that I’ve helped over the years, and there’s a trusting relation-
ship. When this whole program came out I approached him 
and said ‘You should look at palm as part of your supply chain.’ 
His reaction was, ‘Palm? I don’t want to touch palm because all 
I hear is negative stu"  about it.’ When I got him to try it and to 
understand its functionality, where it is from a cost comparative 
perspective, and all the things that make it a really function-
al product for him, there was a gradual process of conversion 
which required me to go in and educate their team around how 
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The other part of it 

is putting the farmer’s land into 

use in a way that is organic 

and helping them create fertility 

that didn’t exist before, 

even before 

they started farming.

to respond to the consumers who were calling and asking, ‘Why 
are you using palm?’ ! is was before Palm Done Right. It’s part 
of the experience in leading up to it and actually working with 
people on how to address the issue.

NBJ: How do you describe the Natural Habitats mission?
Blomquist: ! eir mission is to support small family farms in 
parts of the world that are producing palm oil and to do it with 
a totally committed organic supply chain that focuses on social 
development programs for those regions of the world.

NBJ: What’s the transition like for farmers that they bring over?
Blomquist: ! e time transition depends on what they’ve 
been doing in the past. ! ere are some farmers that aren’t using 
chemicals. ! at’s pretty easy to transition. It can be less than a 
year going through that transition. For farmers who have been 
using conventional methods that may include herbicides, and 
pesticides, and chemical fertilizers, there’s a 2-year transition 
period. During that transition period, Natural Habitat is sub-
sidizing their harvest of the palm because they are having to 

sell it into the conventional supply chain at a lower cost, and 
they generally see yield reduction that occurs during that pe-
riod because they’re pulling all of the chemical inputs to start 
the organic process, It takes time to rebuild the soil. ! ere are 
agronomists that work with those farmers. ! ey help them in 
identifying what it is they need to get the fertility up, such as 
cover crops using certi$ ed organic fertilizers where they can. 
All of that is part of that transition process.

NBJ: What do people need to know about the health bene$ ts of 
palm oil?
Blomquist: ! ere has been a lot of bad science around to get 
palm oil and other tropical oils out of the market. We now know 

that saturates play an important role in human nutrition. Our 
brains are virtually all saturated fat. Saturated fat is ubiquitous to 
our system for a healthy lubricated body, and lymph system, and 
so on. If you just ate saturated fat, you’d have health issues. When 
used in combination with other fats, it’s a healthy ingredient. Red 
palm oil, the unre$ ned version, has the concentration of naturally 
occurring beta carotene and vitamin E in the form of tocopher-
ols and tocotrienols, as well as the other phytonutrients that come 
with an unre$ ned oil. ! at’s the part that has really been unex-
plored—using it as a key ingredient in functional food, as a super-
food or however you want to de$ ne it.

NBJ: Does the organic process a" ect those healthy properties?
Blomquist: Yes, the physical re$ ning process that is accepted 
for organic products is a more benign re$ ning process compared 
to conventional. It uses lower heat, less time exposure. You often 
end up with a $ nished product that looks a little di" erent, has 
more color, and may have a slight amount of odor compared to 
the conventional part that’s so neutral in color and odor. It ends 
up with a higher level of micronutrients that are still retained after 
it’s re$ ned. For example, when red palm goes through the organic 
re$ ning process, there’s still about 40%  retention of the vitamin E 
levels that are in unre$ ned palm, but for conventional it’s probably 
less than 20%. 

NBJ: So is palm oil being left out of the fats-are-healthy trend?
Blomquist: For the most part, yes. You hear about coconut oil a 
lot because of its popularity. You don’t hear or read too much about 
palm because, I think, there’s this fear about palm oil and con& ict 
palm that is in the headlines.

It’s a lower carbon footprint 

supply chain compared 

to other oils, 

especially seed oils.
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NBJ: Natural Habitats is active in Ecuador. Is there enough 
land there to meet the demand if you see this transition with 
consumers?
Blomquist: Yes. ! ere’s a lot of potential to convert more farm-
ers. ! ere are farmers who are lined up wanting to come into the 
supply chain. We’re adding farmers, to match the growth on the 
sales side, to ful$ ll it without having too many farmers and too 
much oil. It’s a delicate balance. As of last year, the Sierra Leone 
project is starting to produce oil, certi$ ed organic oil, for the $ rst 
time. ! e supply chain is about a tenth the size of what’s in Ecua-
dor, but long-term it’s where the company’s heading, to produce 
more there than in Ecuador because of the availability of land that 
needs to be rehabbed, the number of farmers that are participating, 
and now a nursery that’s been created to supply trees to farmers. 
! at’s going to be a big part of the future for the company.

NBJ: Are you going to put Southeast Asia out of business?
Blomquist: It’s doubtful. I hope we can have an impact. My 
dream would be that there’s enough impact on their pocketbook to 
get them to pay attention and start to look at how to address this 
growing demand for non-con& ict palm in a real way.

NBJ: For consumers, for brands, do you see a tipping point, or is 
this still an evolutionary transition?
Blomquist: I think it’s more evolutionary and transitional, al-
though I think if we got enough retail support for this where we 
can get standards put in place that force the issue with the brands.
It’ll get to the tipping point because it doesn’t take a whole lot 
when it starts to hit the pocketbook before change starts to occur. 
We saw that with GMOs, for example. ! ere were GMOs in a lot 
of products three, four years ago that are out of the food chain now 
as a result of players with enough strength stepping up and saying, 
‘! at’s enough. We’re not going to carry your product anymore 
unless you get it out of there.’ I think there are similarities here that 
you can look at. I think it’s a little more complex compared to the 
GMO issue, but there are similarities.

NBJ: What are the bene$ ts for farmers of growing palm in the 
Palm Done Right model?
Blomquist: Some of it is just the nature of how palm is grown 
and harvested because it’s a year-round harvest for the farmers and 
gives them year-round income. ! ey don’t have to plant and re-
plant. It’s a lower carbon footprint supply chain compared to other 
oils, especially seed oils. Really the closest comparison is olive oil 
where you have an orchard with trees that can produce for years 

and you’re not planting and replanting all the time. ! ere’s a once a 
year harvest for that compared to this ongoing harvest that occurs 
with palm. ! at’s an advantage for the farmer to have that steady 
income rather than waiting until the end of the year. 

NBJ: What about environmental bene$ ts?
Blomquist: If it’s properly managed, it provides a good habi-
tat for other plants and species of animals and plants to be able 
to & ourish. If it’s done organically, there’s a nice environment 
there and you see the comeback of plants that were indigenous 
disappeared because conventional farmers are often spraying 
herbicides and nothing grows. ! e other part of it is putting the 
farmer’s land into use in a way that is organic and helping them 
create fertility that didn’t exist before, even before they started 
farming, because the whole idea is to create conditions that are 
absorbing carbon from the environment by using compost, and 
by using cover crops, and doing things that are accomplishing 
the task of creating it and forming it to be able to actually ab-
sorb carbon. ! is whole push that’s going on now within the 
organic community to not just grow organic but to grow organi-
cally in a way that really creates the environment for agriculture 
to be a huge factor in combating climate problems.! at’s the 
big push right now. ! at’s part of what’s being done there to 
create that level of fertility. It also results in higher yields for 
the farmers over time.

NBJ: If there was consumer awareness around those bene$ ts, 
would it accelerate the shift to a better supply chain?
Blomquist: I think that would add to the momentum for sure. I 
think it’s really at its early stage right now. I’ve seen more and more 
forums that are coming up and articles being written about the 
whole concept of taking organic to this next level. I think it’s going 
to be a big movement. ! ere’s this next level of organic farming 
that is going to really have an impact.

You hear about coconut oil 

a lot because of its popularity. 
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2016 Reports will include: 

• 2016 NBJ Global Supplement Report

• 2016 NBJ Direct to Consumer Report

• 2016 NBJ Supplement Report 

• 2016 NBJ Sports Nutrition and Weight Loss Report

• 2016 NBJ Raw Material and Ingredient Supply Report

MARKET RESEARCH REPORTS

NBJ is offering a Digital Subscription package for $1395.

This package includes:

• Daily NBJ Subscriber content on newhope360.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.

(10 issues per year including 2 double issues)

EDITORIAL CALENDAR

January/February Double Issue A look back at 2015

March The Awards Issues

April The State of Supplements

May/June Trust and Science

July Sports Nutrition and Weight Loss

August Condition Specific

September Ingredient Innovation

October New Supply Chain/Food Tech Issue

November Functional Food/Personalized Medicine

December The Retail Issue

2016

High-level Analysis and Business Intelligence for Industry Decision-makers 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.
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