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Natural Foods Merchandiser’s  2011 Market Overview

Jane Hoback

Natural products retailers in the 
U.S. breathed a little easier in 
2010, racking up $36 billion 

in sales—a 7 percent increase over 
2009—as consumers who had cut back 
on buying natural and organic prod-
ucts during the height of the recession 
appear to be returning. 

Natural Foods Merchandiser con-
ducted a survey of 36,050 U.S. natural 
products retailers to get a picture of the 
industry. The survey includes 11,926 
independents and small chains as well 
as 24,124 stores owned by Whole Foods 
Market, GNC, Vitamin World and 
Vitamin Shoppe. The results show that 
while there has been improvement in 
sales � gures, retailers aren’t out of the 
woods yet. The lingering effects of a 
slow economy coupled with higher fuel 
and commodity prices have taken their 
toll. Natural products retailers’ gross 
pro� t margins were down slightly last 
year—31 percent, compared to 34.3 per-
cent in 2009—and store closings pushed 
the total number of U.S. independent 
natural retail stores to under 12,000 for 
the � rst time since 2006. 

Yet despite the obstacles, experts say 
the 2010 increase in sales � gures points 
to an industry whose health is improv-
ing. “Overall, industry growth is accel-
erating; industry momentum is increas-
ing,” says Jay Jacobowitz, president and 
founder of Retail Insights, a Brattleboro, 
Vt.-based consulting service for natural 
products retailers. “There’s an accep-
tance in society of natural, organic, 
better-for-you foods as an unstoppable 
long-term trend.”

Corinne Shindelar, CEO of the 
Minneapolis-based Independent Natural 
Food Retailers Association, notes that 
although stores have closed, she also is 
seeing new operators entering the mar-
ket. “Most inquiries to INFRA are 

NATURAL PRODUCTS STORES’ 2010 SALES BY CATEGORY
Total sales 

(M)
% change 
from 2009

Category 
as % of 

total sales

Organic sales 
(M)

% change 
from 2009

% of 
category 

that is organic

Category as 
% of total 

organic sales

Frozen & refrigerated $1,708.94 8.0 4.7 $363.47 8.0 21.3 3.4

Dairy $1,705.46 12.0 4.7 $1,193.16 11.0 70.0 11.3

Nondairy beverages $688.83 -2.0 1.9 $469.56 -4.0 68.2 4.5

Bulk & packaged bulk $1,506.22 3.0 4.2 $333.14 2.0 22.1 3.2

Produce $4,878.14 13.0 13.6 $2,850.93 9.0 58.4 27.0

Bakery $508.97 7.0 1.4 $150.69 4.0 29.6 1.4

Packaged grocery $3,661.21 7.0 10.2 $2,253.03 6.0 61.5 21.4

Fresh meat & seafood $1,197.10 7.0 3.3 $205.87 3.5 17.2 2.0

Nutrition & cereal bars $1,134.93 8.0 3.2 $135.49 6.5 11.9 1.3

Co� ee & tea $465.59 5.0 1.3 $279.62 7.0 60.1 2.7

Beer & wine $844.12 7.0 2.3 $190.91 5.0 22.6 1.8

Other beverages $655.57 6.0 1.8 $164.67 3.0 25.1 1.6

Food service—deli, 
restaurant, juice bar  

$1,376.86 2.0 3.8 $302.05 4.0 21.9 2.9

Snack foods $1,002.66 6.0 2.8 $483.11 5.0 48.2 4.6

Food TOTAL $21,334.59 7.7 59.3 $9,375.70 6.6 43.9 88.9

Vitamins $3,999.49 7.0 11.1 $34.78 2.0 0.9 0.3

Minerals $958.15 4.0 2.7 $12.36 9.0 1.3 0.1

Herbs & botanicals $1,757.10 2.1 4.9 $97.59 14.0 5.6 0.9

Sports supplements $1,566.46 8.7 4.4 $8.28 3.0 0.5 0.1

Meal supplements $262.92 4.0 0.7 $8.52 19.0 3.2 0.1

Specialty $1,330.40 7.0 3.7 $68.58 16.0 5.2 0.7

Homeopathy $327.92 5.0 0.9 $8.83 10.0 2.7 0.1

Supplements TOTAL $10,202.44 5.9 28.3 $238.94 12.0 2.3 2.3

Personal care (including 
aromatherapy)

$3,229.75 6.0 9.0 $714.05 3.5 22.1 6.8

Books $154.38 3.0 0.4      na         na            na 0.0

Household products $438.06 3.0 1.2 $23.72 14.0 5.4 0.2

Pet products $641.07 10.0 1.8 $196.06 10.0 30.6 1.9

Personal care & other 
total

$4,463.26 6.1 12.4 $933.82 5.0 20.9 8.9

2010 TOTAL $36,000.29 7.0 100.0 $10,548.46 6.6 29.3 100.0

Adjusted 2009 $33,635.38 

Source: NFM/NBJ (Totals may not add up due to rounding)
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AVERAGE SALES PER STORE
Total Natural 

products 
stores

Health 
food 

stores

Supplements 
stores

Avg. sales 2010 $1.47 M $2.67 M $795.45 K $354.54 K

Avg. overall net sales change 5.2% 5.9% 7.3% 1.2%

% of stores with sales 
increase in 2010

69.7% 76.5% 68.6% 60.0%

Avg. sales increase 12.5% 9.9% 15.1% 13.5%

% of stores with sales decrease 16.4% 6.2% 20.0% 28.0%

Avg. sales decrease -21.0% -27.0% -15.3% -24.7%

% of stores unchanged 13.9% 17.3% 11.4% 12.0%

Source: NFM/NBJ

BUSINESS STATISTICS
Total Natural 

products 
stores

Health 
food 

stores

Supplements 
stores

Avg. no. of natural products 
stores under same ownership

1.6 1.4 1.5 2.2

Avg. retail sq. ft. 3,300 5,026 2,584 1,582

Avg. no. of SKUs 5,505 6,805 6,409 5,033

Avg. no. of years store has 
been open

21.2 23.6 20.6 18.3

Avg. wholesale inventory 
value

$232,819  $420,663  $172,930 $62,394 

Avg. no. of customers per day 176.69 286.03 129.07 98.30

Avg. sales per customer $39.37 $39.73 $36.38 $49.32 

Avg. no. of employee buyers 3 4 2 2

Avg. no. of distributors store 
works with

50 53 58 34

Avg. annual sales per sq. ft. $314.68 $409.98 $254.24 $234.31 

Source: NFM/NBJ

EXPANSION
Total Natural 

products 
stores

Health 
food 

stores

Supplements 
stores

% that opened a new store 
in 2010

4.0 3.7 2.1 7.1

% that closed a store in 2010 3.7 4.6 0.0 7.1

% that remodeled in 2010 14.3 18.3 11.7 11.4

% that did none of these 82.8 78.0 87.2 84.3

% opening a new store 
in 2011

10.2 13.5 7.5 8.5

Source: NFM/NBJ

PROFIT & EXPENSE
Total

Avg. revenue $1.47 M

Cost of goods sold 69.0%

Storewide gross pro� t margin 31.0%

Payroll expense 18.1%

Advertising & promotion 2.0%

Source: NFM/NBJ

coming from areas with populations of 
30,000 to 150,000. There appears there 
is still room for signi� cant growth in 
this size market,” she says. 

Highlights of the NFM survey 
include:

Growth in natural and organic  • 
food sales (7.7 percent) outpaced 
supplement sales increases (5.9 
percent), reversing a 2009 trend.

Total natural products industry • 
sales (in naturals stores; food, 
drug and mass merchandisers; 
Internet; mail order; practitioners 
and multilevel marketing) grew 
nearly 7 percent, to $81 billion, 
in 2010. 

Total sales of natural products by • 
all retailers, including natural and 
mass merchandisers, grew 7.3 per-
cent, to more than $65 billion.

Organic product sales by natural • 
products retailers grew 6.6 per-
cent, to $10.5 billion.

Natural products retailers main-• 
tained a 44 percent market share, 
with conventional stores racking 
up 36 percent. 

In the race between natural and • 
mass market retail sales growth, 
mass market won (7.6 percent 
versus 7 percent), but natural 
products retailers added more new 
sales from new customers ($2.3 
billion versus $2.1 billion). 

Natural products stores in the • 
mountain states beat all other 
regions—posting 11.4 percent 
growth and an increase in market 
share of the natural product chan-
nel to 6.5 percent. The Midwest 
had the least growth at 3.7 percent.

Overall, “it looks like there was a 
little bit of a rebound” in 2010, says Jim 
Hertel, managing partner at Chicago-
based retail consultant Willard Bishop. 
“Seven percent sales growth is nothing 
to sneeze at. Core customers never went 
away and others are coming back.”

Customers return, 
some categories improve
Not all stores saw growth, however. 
Sales at Dover Healthy Alternatives 
in Dover, Ohio, were down about 
5 percent in 2010 from a peak sales year 
in 2009 for the 10-year-old store, says 
owner Connie Ciekanski.

“But I’m not concerned at all, con-
sidering the economy and the fact that we 
had our best year ever in 2009,” she adds.

This year, Dover’s food sales are 
up and “we’re seeing new shoppers in 
the store every day,” Ciekanski says. 
She raises prices “every time prices get 
raised on me,” but the store has added 
items such as smoothies and homemade 
soup that bring customers in. 

Bob Burke, founder of Natural 
Products Consulting in Andover, Mass., 
says many customers who had traded 
down to shop at Trader Joe’s or Costco, 
for example, are returning to higher-
priced naturals retailers. In terms of 
product selection, “shoppers cut back 
on some categories of natural household 
cleaners and frozen entrees. The last 
thing they gave up were perishables and 
baby food,” he says. “So bulk is way up 
and frozen food and cookies took more 
of a hit.” (For more of Burke’s re� ec-
tions on natural products retail trends, 
see page 18.)

That held true for Huckleberry’s 
Natural Market in Spokane, Wash. 
Natural-living Manager Judy Miller says 
store sales grew 2 percent to 3 percent 
in 2010, “and we’re happy about that.”

The store saw bigger growth in 
some categories than others. “Our bulk 
department increases were really pretty 
big,” Miller says. “Also make-your-own 
food [categories]. A lot of people are 
cooking at home rather than buying 
frozen or packaged food.” Ongoing 
concerns about food safety drove “a 
real large increase in baby food as well.” 
Miller expects Huckleberry’s to post a 
slight improvement in 2011, aiming for a 
5 percent to 6 percent sales increase. >>

Natural channel: Natural products 

retailers, excluding Whole Foods 

Market

Conventional channel: Food, drug 

and mass merchandisers, excluding 

Walmart

B: Billions of dollars

M: Millions of dollars

K: Thousands of dollars

Charts are courtesy of retailer surveys 

conducted by Natural Foods Merchan-

diser and Nutrition Business Journal; 

and market research by SPINS, a 

natural products consulting � rm in 

Schaumburg, Ill.

Key to charts
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Jacobowitz says the NFM survey 
results show that sales growth by depart-
ment “con� rms the dominance of foods. 
Fresh dairy and produce, at 12 percent 
growth and 13 percent growth, are two of 
the three categories in double digits.” 

Pro� t margins su� er 
Inflation, driven by factors such as 
continuing unemployment and higher 
fuel and commodity costs, took its toll 
in 2010. “We are seeing more compres-
sion in gross profit margins,” Hertel 
says. “Costs are going up, but manufac-
turers on down to retailers are saying, ‘I 
don’t know how much of this I can pass 
on.’ But with a natural products store, 
it may be less necessary for manufac-
turers or retailers to absorb costs than 
with a traditional market because of 

consumers of natural and organic. They 
are people who in general are better 
educated, their incomes are higher and 
their unemployment rate is less than 5 
percent. So retailers can try to be more 
promotional [instead of raise prices].”

That’s the strategy at Huckleberry’s, 
where “we’re just doing more of what we 
have been doing—lots of demos, wine 
tastings, coffee tastings, things like that,” 
Miller says.

Ciekanski says Dover’s emphasis on 
customer service, promotions such as a 
weekly giveaway of a $25 basket of food 
and other items, as well as “keeping up on 
the latest information and sharing it with 
customers” will keep the store healthy.

Shindelar expects gross pro� t mar-
gins to tighten further as the naturals 
retail industry matures. “This is normal 
as competition increases in various 

channels and product opportunities 
diminish,” she says.

Jacobowitz points out that small sup-
plements stores (less than 1,000 square 
feet) fared the worst last year. “Perhaps 
they have dif� culty negotiating more 
favorable wholesale purchase agree-
ments, and feel pressure to match prices 
with larger competitors, so they wind up 
taking the hit out of their own pockets, 
crimping gross margin,” he speculates.

Will bigger be better?
As Whole Foods goes, so goes the chan-
nel, say the experts. For � scal year 2010, 

the company posted a 12 percent increase 
in sales and a 6.5 percent increase in 
same-store sales.

“Whole Foods came into the reces-
sion as Whole Paycheck. They’ve really 
turned that around. They have more 
value offerings and amazing sales,” 
Burke says. “That has a huge impact 
on the success of the entire channel. It 
forces independents to differentiate fur-
ther, to shift their focus and their offer-
ings, and to pay attention to consumer 
trends like allergen free, gluten free and 
non-[genetically modi� ed products], 
which are helping to drive growth.”

Chains such as Whole Foods, Trader 
Joe’s, Sun� ower Farmers Market, Earth 
Fare and Sprouts Farmers Market, which 
recently merged with Henry’s Markets, will 
continue to do well, experts predict. And 
they will see increased competition from 
conventional supermarkets like Safeway 
and Kroger, which average about 2,000 
square feet of natural and organic products, 
according to Jacobowitz. 

What does this mean for smaller 
independents? “The casual strategy that 
independent retailers have used—‘I’m going 
to put up 2,000 square feet, put up some 
shelves, throw some natural products up 

USE OF TECHNOLOGY
Total Natural 

products 
stores

Health 
food 

stores

Supplements 
stores

% that track sales/inventory through a computer system 54.2 54.6 57.0 50.0

% of sales that are online 6.0 4.0 4.0 11.0

% that use an e-newsletter or online resource to educate consumers 44.1 55.9 34.6 38.7

% that use an e-newsletter or online resource to promote sales 49.8 60.4 39.0 48.4

% that use an e-newsletter or online resource to promote in-store events 46.8 61.1 39.0 36.1

% that use an e-newsletter or online resource to promote local events 41.5 53.8 34.1 32.8

% that use an e-newsletter or online resource to distribute coupons 38.8 40.0 32.1 45.9

% that use an e-newsletter or online resource to gauge consumer satisfaction 36.0 46.4 26.6 33.9

Source: NFM/NBJ
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REGIONAL GROWTH
Region Sales (B) % change 

from 2009
% of total

Paci� c $6.52 7.6 18.1

Paci� c Northwest $1.77 5.0 4.9

Mountain $2.36 11.4 6.5

Southwest $4.10 8.2 11.4

Central $2.07 6.1 5.8

Midwest $4.75 3.7 13.2

South $4.32 9.4 12.0

East $3.31 4.7 9.2

Northeast $6.80 3.8 18.9

TOTAL $36.00 6.4 100.0

Source: NFM/NBJ

UNIVERSE OF STORES
Independents & small chains Store size No. of 

stores
Nutrition 

sales (M)**
% of sales

Natural products store <=2,000 sq. ft.  1,227 $615.42 1.7

Natural products store 2,001-6,000 sq. ft.  1,902 $4,898.90 13.6

Natural products supermarket >6,000 sq. ft.  1,016 $10,320.39 28.7

Health food store <=1,000 sq. ft.  1,352 $356.55 1.0

Health food store 1,001-2,000 sq. ft.  1,732 $895.24 2.5

Health food store >2,000 sq. ft.  1,612 $4,014.51 11.2

Supplements store <=1,000 sq. ft.  1,683 $775.77 2.2

Supplements store >1,000 sq. ft.  1,401 $1,181.04 3.3

TOTAL independents 11,926 $23,057.82 64.0

Whole Foods Market  291 $9,080.00 25.2

GNC  5,654 $1,250.00 3.5

Vitamin World (NBTY)  451 $181.48 0.5

Vitamin Shoppe  484 $747.00 2.1

Other* 17,244 $1,684.40 4.7

TOTAL independents & specialty 36,050 $36,000.70 100.0

Source: NFM/NBJ *Includes co-ops, specialty/gourmet, personal care (Body Shop, etc.), gyms, herb shops, mall stands, etc.
**Includes foods, supplements, other (personal care, books, household goods, etc.).

there and call it a day’—those days are over,” 
says Jacobowitz. “You have to add value. 

“One value is the quality of your 
people,” he adds. “They have to be knowl-
edgeable, have to engage your customers. 
The other is place—merchandising and 
the place itself. You have to differentiate.”

Shindelar believes that “independents 
that learn or have learned to excel at SKU 
rationalization (adding, retaining or elimi-
nating items) and applying unique pricing 
strategies are more likely to succeed. Using a 
combination of available data sources, know-
ing your markets and your gut instincts are 

all parts of the formula for future success.”
Supplements stores also will have 

to differentiate themselves, though in 
a disparate way. The slowdown in sales 
growth for supplements compared with 
increased food sales indicates consumers 
are turning to vittles rather than pills for 

nutrients and health bene� ts, according to 
some experts. In addition, the NFM survey 
results show that smaller supplements 
stores outperformed their larger brethren, 
and that online customers accounted for 
the highest percentage of sales for large 
supplements stores. “You don’t need a big 
footprint to sell vitamin E,” Jacobowitz 
says. “But if you are a vitamin-selling 
chain store, it will be bene� cial to have a 
catalog and Internet component.”

Forecast for the future
Sales predictions for this year and beyond 
“look great,” Shindelar says. “It will still 
be challenging in some areas, speci� cally 
in keeping up with health care costs and 
increased fuel surcharges. And rising food 
costs will challenge some consumers to 
remain true to organic.”

Yet she notes that sales of Non-
GMO-veri� ed products are growing at 
a clip of more than 25 percent. “To me, 
that says consumers want to know what’s 
in their food,” Shindelar says. “As con-
sumers’ food dollars remain stretched, 
they will spend more time making 
choices.” (For more on the market for 
non-GMO certi� cations, see page 16.)

Bottom line, “it’s a great time for us 
to continue what we already do well as 
independents: Be transparent with your 
consumer about the true cost of food, 
and educate, educate, educate,” Shin-
delar says.

Jane Hoback is a writer and editor in 
Denver and a frequent NFM contributor.
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