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Category ' % Share o#' Total Rate a4' Sales Growth 
I _ (2000) __ {20U-2004 

produce 
~--+= 

40 
- 

Beverages (non-dairy) ~ 17 ? 1 T 
Breads & Grains 15 ~ 26122 

: Packaged/Prepared Foods - 12 
Other (Meats/Dairy) 16 

_ - 
--- --Total 100 

Channels of Distribution 
Two primary distribution channels, natural food/specialty stores (70 percent) and mass market 
retail stores (29 percent), account -for virtually all the revenues :n this category . The remaining 
one percent of sales is shared by various direct market channels, including mail order, multi-
level, farmers markeis, and inter-net commerce . 

Within the organic category, rnoxe than half (55 percent) of all sales are generated through natural 
foodlspecialty retail stores (including Whoie Foods Market, Inc . and Wild Oats Markets, Inc.) 
Thirty-nine percent of sales are generated through mass-market retail stores, The remaining 6 
percent of organic sales are generated throaxgh direct channels . Despite the growing ,presence of 
Whole Foods and Wild Oats in many markets, the natural food/specialty channel remains highly 
fragmented . 

Growth Drivers in Organic Category 
There are a variety of reasons that grwwth rates for the organic category as a whole are near 20 
percent annually, a rate of growth that will support a doubling of the market every 3 .5 years . 

, + Product ProfitabiZity - profit and gro~rth potential are much higher than conventionally 
produced ;' 

+ Consumer Preferences -an aging popuiarion which places greater emphasis on health and 
lifestyle issues ; 
Food Safety - increased awareness among consumers about how and where their food is 
produced and/or processed; 6 

e Product tlvailabilih~ - increased availability through the growth in the supernatural food stores 
including Whole Foods and Wild Oats ; 
Product Certificafivn -- Goveir~niental l~~egulation through the Organic Foods Production Act 
(OFPA) passed by Congress in 1990, has provided eonsunner5 with a higher level of assurance 
that organically produced products meet consistent production and processing standards ; 

4 Ibtd., (Appendix B, Tab 1, p. 4) 
~ January 2003 report by the Hartmann Group noted that "consumers are 1'reqtaen(ing high-margin, ruche-nlarket, 
specialty retailers an the same proportions as before ihe perceived economic stcwdagvri~" (ANpendix B, Tab 3, p. 1} 
6 Health-conscious food. shoppers are also spurring s-i1es growth in Kosher Foods, which "have grown ~O idly over 
the last few years, largely because of new customers who buy them not for religious reasons but because they are 
considered to be healthier than non-kosher products ." 'F'lye New York Times~ June 28, 2003 (Appendix 13, Tab 30, p. 
B1 and B4). 



` ~ Affordability, - Standardization of'the product category through regulation has created a more 
stable environment, allowing for increused supplies of, and lo-wer prices for, organic foods . 

National Consumer Trends 
There are a number of impor'cant consumer trends driving the growth of the organic foods market . 
First, there is an increasing trend among the 76 million baby boomers, which comprise 33 percent 
of the U.S . population, to connect healthy [iving, disease preventior and longevity with healthy 
eating . For many of these people, healthy eating is a lifestyle choice - an affordable luxury. 

` Second, boomers, and others with younger family members, are increasili_gIy concerned, 
particularly in the wake of the September ? lth terrorist attacks, about their children's personal 
health and nutrition and believe organic foods will contribute to their families overall health and 
well being. 

And third, consumers are concerned about long-term exposure to toxins in t:`-leir foods, and 
looking far ways to reduce their exposure ti-irough the types of foods they eat . Many of these 
individuals are also motivated by the related social and environmental benefits that are derived 
from organic production . practices . 

The following table outlines the leading consumer motivations in purchasing organic foods : ~ 

% of Consumers 
Criteria Motivated by Comments 

Criteria 
Health R 66 i Concerned about reducing exposure to toxmis through 
Nutrition ~ ' organic foods 
Taste -_ 3 $ -_ ~ Prefer the taste difi`eiencc provided by organic foods '---- 
Food Safety 30 T ~_ Perceive that organic certification ensures safe, 
Environmental, 

-- , , 
Envia~o~imental, 26 ~ Orgaiiicpz°oductioiipracti-c,es are bettet for the 
Health ~ ' environment . 
Premium 16 Consumers with discretionary income via organic 
Product ~ foods as "gourmet", or " rezniuun5" products 

Recent studies are also indicating that there is a strong belief among U.S . consurners that 
domestically produced foods jre superior to imported products 0n a number of these criteria, 
particularly on freshness and safety, -arid that consurners have a strong prefiere.nce for locally 
grown products . 

For example, a recent survey of 819 U.S. respondents on public attitudes about tbe increasing 
, globalization of our food supply by Ronald Vv'ilnberley ; a North Carolina St'atrv University 

' Cooperative Development Services, Inc., Selling to Natural Foods Cooperative .,; and Ga-oc~~ Chains, Iiey_ 
Considerations for Orzanic Producers . (Appendix B, Tab l, pp . 5-F) 
'In early June 2003, Whole Foods Market Inc. of Atistin, "f'ex becasne the first major nrocegy chain in the nation to 
receive independent organic certification' or every one of its stores, 140 in all . Thc_Ne~v _York Times, June 29, 
2003 . (Appendix 8, Tab 30, p. B4). 




