


AgnclﬂturaIkMarketmg Resource Center
‘ : Iewa State University

J anuary 2004

National Sales Trends e s
“Natural products, a $36 billion. mdw

‘many natural food producers and

o ‘fré:‘atu:ral ’Prbdiucté

byJohn Norwood WestDes Mome Jowa
jinnom)ood@hotmaﬂ com e

orgamc foods dletary supplement

year over the next e1ght years \W'th
natural foods segment of this categ

‘0 dechne f‘ ve perccnt per year as a result of
! erting to organic. Sales for organic foods are-
expected to reach $20 bﬂhon by 20 _ 5 accanntmg for four percent of the total US food market.

Key organic product categones mclude produce, non—dalry bevérages‘ breads and grains, and

packaged/prepared foods. The relatlv

;egory 18 presented i in the
table below: > ’ :

Conslderatlons for Orgamc Producers (A C




Category v 'Rate of Sx es Growth |

Produce

Beverages (non-dairy)

Breads & Grains

Packaged/Prepared Foods _ =

- Other (Meats/Dalry)

Total

: percent annually, a rate of growth that wﬂl support a doubhng of il

Channels of Dlstrlbutlon L ’ e

Two primary distribution channels, natural food/ specxaity stores (7 0 percent) and mass market
retail stores (29 percent), account for virtually all the rev nues in this category. The remaining
one percent of sales is shared by vanous irect market channels, mcludmg maﬁ order, multi-
level, farmers markets, and mtemeﬁ comm :ce ke St ‘

H &

‘Within the organic category, more than half (55 percent) of all sales are.:generated through natural

food/specialty retail stores. (mcludmg Whole Foods Market, Inc. -and Wild Oats Markets, Inc.)

Thirty-nine percent of sales are generated through mass-mar
percent of organic sales are generated through direct channels

res.. Ihe remaining 6
1e growing presence of

Whole Foods and Wﬂd Oats in many mankets, the natural foo; ¢ pe aity channel remains hlghly '

fragmented

Growth Dnvers in Orgamc Categm’y ; S ‘
There are a variety of reasons that growth rates fo:r the orgamc ,.oategory as a Whole are near 20
e market every 3. 5 years.

e Product Prof tability — proﬁt and growth potent1a1 are much hlgher than conventlonally
produced;’

* Consumer Preferences fran,ag"
lifestyle issues;: :

e Food Safety - mcreased awareness among consumex:s about how and where thelr food is
produced and/or processed;® :

o Product Availability — mcreased avaxlabﬂlty through the growth m the supematural food stores
including Whole Foods and Wild Oats; - v

e Product Certification — Governmental Regulatlon throu the Qr anic Foods Production Act
,(OFPA) passed by Congress in 1990, has provxded consumy tha hlgher level of assurance
that organically produced products meet consxstent produetlomand processmg standards;

'popnlanon whmh places greater emphas1s on heal’ch and

* Ibid,, (Appendix B, Tab 1, p.4) ‘ ' S '
SA January 2003 repon by the Hartmann Group noted that “consumers are frequentmg hlgh—margm niche- market

speclalty retailers in the same proportlons as before the percelved economic slowdown.” (Appendix B Tab 3, p. 1)
¢ Health-conscious food shoppers are also spurring sales growth in Kosher Foods, which “have grown wildly over
the last few years, largely because of new custom ho buy them not for rehgmus reasons but because they are
considered to be healthier than non—koshe produ he New York Times; June 28, 2003 (Appendlx B, Tab30,p.
Bl and B4). D :




N atlonal Consumer Trends

' of the U.s. populanon to connect healt,,_

looking for ways to reduce thelr €XpOosi

ductﬁcategory through regula 'on has created amore ’-"'
creased supplies of, and lower prices - o, orgamc foods.

e Affordability — Standardlzat
stable envuonment allowmg for

the organic foods market.
h comprise 33 percent
,d longevity with healthy

—an aﬁordable luxury :

There are a number of i 1mportant eonsumer trends dnvmg th s g10
First, there is an increasing trend among the 76 ‘million babyk oon

partlculaxly in the wake of the September tes v ,
health and nutmtlon and beheVe orgamo foods w:ll contnbute to thelr fa" ni
welI being. ' , = '

And third, consumers are concern

gh the types of foods they eat Many of these
individuals are also motivated by the related,socml and envxronmentai beneﬁts that are derived

from orgamc productlon practlces

The followmg table outlines the leadlng consumer motwations 1 pur

SR % of Consumers L
Criteria | Motivated by
Crlterla
Health & s 66
Nutrition _ ‘ %
Taste SR 38 |
FoodSafety | =~ 30
Environmental 260 |
Health .
| Premium : 16
ﬂ Prodnct '

partwularly on freshness and safety, snd that consumefs have /a strong preference for Iocally
grown products , o :

For example arecent survey of 8 19 U S. respondents on pubho attxmdes about the i moreasmg
gIobahzatxon of our food supply by Ronald W1mberley, a North Carolina State Umvers1ty

! Cooperat:ve Development Serv1ces, Inc 'Sellmg o Natura Food 'Coo eratwes and.Groce Chains, Ke
Conmderatlons for Organic Producers. (Appendix B, pp. 5-6; e :

fIn early June 2003, Whole Foods Market Inc. o
receive independent organic cemﬁcatlon fm'. Ve
2003. (Appendlx B, Tab 30, p. B4). - ‘

stm, Tex became the first ma}or grocery chain i m the natxon to:
of\lts stores 140 i in all, Th York Tir )




: 1mported food and 80 percent behe*vc U S grown food is ﬁ'esh,
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