Orgo\nia £ Natural 2014




Q
=
[=%
=1
o
[
0]
c
a
£
il
a
I
[
F=
=
©
<
-
o
N
s
=
5]
z
]
i)
f=4
a
o
=
O

Contents

|. Executive Summary and Methodology

lI.  The Organic Consumer

A Overview of the Organic Consumer

A The Hartman Group World Model
lll. Meanings of Organic and Natural
IVV. The Organic Marketplace

A Products and Brands

A Channels and Retailers

A Eating Out
V. Special Topic: GMOs
VI. Recommendations

VII. Appendix



Wh? AJhene 7
e LD TS
ArKSPFVY
’IF’\N rasstea
e Dovd BYeY

L AMTS o e AU N i (e

Executive Summary &
Methodology



Executive Summary

¢ KS | I NI Y Drganidan® MatLl@l®01i4 the latest in its longest running series of consume
centric syndicate research exploring the organic and natural trend in America. In the nearly two
RSOIFIRSa (KId 6SQ@®S 06SSy GNIOlAy3 GKS 2NHI YA
organic consumers, we have seen their approaches to and understandings of organic and natura
products grow and evolve.

2 A0K O0KA&a &SFNRa dzLJRFGST ¢S FAYR IANBIFGSNI 1Y
consumer segments. This ongoing evolution is driven by broader cultural trends and narratives,
including expandingpod literacy, the mainstreaming of aulture of health and wellneseé which

food plays a central role, heightenedvironmental consciousnesand growingskepticism about the
integrity of big business and institutond ¥ G KSNBQa 2yS g2NR GKIFG C
O2y adzYSNJ RSYl YRa AY HKkue®aren2yNAI YA O YI NJ Si LX

2 K| in@&AHow was it made? Who made i£? K I @h@ story behind i?

Whether through deep engagement with food culture and the worlds of health and wellness, or b
virtue of passing encounters with frélwing information streaming from evanultiplying channels,

0 2 R lcah<um@ers are increasingly aware of the personal, social, environmental, and health
consequences of the foods they consum&hile the increased availability and proliferation of organ
YR YVI GdzNF £ LINPRdzOGA& | ONRP&aa OF 0S32NASE Fdz5¢
and conflicting information, consumers are questioning products, companies, and certifications m
than ever before. And more and more, they are expecting companies to respond.



Key Observations

Organic usage is staying steady at about three quarters of US consumers.

A Engaged consumers are far more likely to consume organic products regularly and have increased their
frequency of usage from 2012

A While a strong association with the absence of negatives remains, associations with positive attributes are
therise.

A Increased availability and falling price points are accelerating the adoption of organic packaged foods and |
believability of private labebrganics.
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hNBFYAOQa YR yI GdzNI f Q&ahakellostbeme o their Kis$ek. f G K | YV R

Al 2yadzySNE AYONBlIaAy3adte SyO2dzyiSNJ LINPRdzOGAa I 65t
where they were previouslgeen less frequentlyVhile they appreciate the greater access and lower prices
this entails, consumers are concerned about the quality and integrity of these products.

A¢KS ANRGUK 2F 2NHEIYAO LI O 3SR Indeagnglysavidy aomIumessNI R A
distinguish between fresh and processed organic foods and continue to value the former over the latter.

A Although the ideal oft Y I (EdzNI2fy 0 Ay dzS&a (2 S@21S LRaAOGADBS | aazcC
is free from artificial ingredients, consumers are increasingly primed to react to the term as a marketing
gimmick.

A Asa package claim, natural immediately raises red flags. When confronted with a product that claims to b
Ay lFudzN) £ ¢ O2yadzYSNR U0UdzZNy 02 U0UKS AYIANBRASYU LIY
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Key Observations

This is not to say that organic does not retain many of it connections to personal health and
environmental stewardship.

A Driven by broader health and environmental narratives that link industrial farming and food production to a
range of maladies endemic in America, consumers see authentically organic and natural foods as gatewa
0SUUSNI KSIftUOKd ahNBFYAOE O2y ik pfidesily thas@relade?l 16 grawing
methods(e.qg., absence of pesticides, herbicides, antibiotics).

A Moreover, the positive associations of fresh organic foods have grown, too. There are still myriad
opportunities for companies to breathe fresh value into their products and brands

d 20Ft¢é¢ A& SYSNHAYy3I |a | OFGiS3a32NER LB2AASR (2
transparency and trust.

A No longer merely a bridge between organic and natural, local now speaks to consumer desires for a food
system with integrity. With its connotations of community, economy, and environmental stewardship, local
offers a compelling narrative afmallscaleproduction, shorter commodity chains, and closer, reciprocal
relationships with the producers of food.

A Although priceplacesregular consumption of local products oot reach formany, consumers in all segments
are beginning to turn to local to help them resolve their confusion and uncertainty ajyganic certifications
and the claims of the organiarketplace.
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Key Observations

While price has declined as a significant barrier to the increased use of organics, it remains a hur
for those categories in which consumers see it as most important.

A Fresh fruit and vegetables remain the top priorities of and gateways into organic for most consumers, but
other nutrientdense foods, such as grains, dairy, and meat, are gaining importance.

A Growing anxiety about the safety and health of animal products is driving consumers to experiment with
organic meat and dairy earlier on. Although consumers are discovering more affordable organic options in
these categories, price continues to be a major obstacle to the speed and breadth of their adoption.

A Greater access and falling price points have accelerated the adoption of organic packaged foods and the
believability of private label products. Consumers now purchase these anywhere along the adoption
pathway.

A Aside from cost, consumers list comparability, trust, and the availability of preferred brands as top barriers
increased use

Retailersare well-positionedto gain and strengthen consumer trust and loyalty in the organic
marketplace.

A Shoppers are splitting their organic baskets across a broader range of retailers. Yet, while mainstream
ANRPOSNE auz2zNbkla INb auAff O2yadzySNARAQ YI Ayfartn@zNIO S
markets are attracting growing shares.

A Consumers appreciate retailers who help by vetting natural and organic products for them. They value

retailers who they believe are allies in, if not advocates for, their search for hehlitgiyquality, and
authentic products.

A Less engaged consumers report turningetailers for information and education as they begin to adopt
healthier approaches to eating and experiment with organic products
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Key Observations

While organic in food service remains a relatively low priority, changes in the market are driving
consumer interest.

A As organic becomes increasingly a common part of mainstream food culture and the retail marketplace,
consumers are becoming more interested in taking their commitments to organic out of the home.

A There is a growing casualization of organic as quick casual and fast food channels begin proving to consu
that quality natural, organic, and even local foods can be affordable and accessible

Genetically modified organisms (GM®@s)e become a potent symbol of the ills of the American
food system.

A More than organic and natural, today, GMOSs touch on the nerves of deepening distrust of big companies
government institutions.

A While a comprehensive and consistent understanding of Glé@stto come for most consumers, there is
growing interest around the topic and concern about the lack of transparent communication.

A Regardless of the depth or accuracy of their knowledge about GMOs, consumers are concerned about
maintaining a right to know how their food was grown and handled (transparency).

A In this climate of distrust and cynicism, manufacturers who ignore the issue are most at risk of losing
relevance and credibility as others step in to shape the conversation.



METHODS
Overview

In-depth inkhome, focus group and panel
interviews with a total of 23 consumersiere
held in Nashville and Seattle and Denver.
Respondents varied, with various levels of
engagement with organic and natural.

Topics explored included:

A Attitudes around organimatural, local, and
GMOs

A The meanings ajrganic, naturallocal, and
GMOs

A Reasons and criteria for purchasioganic,
natural, local, and norGMO foods

A Shopping behaviors

An online survey of 1,728 U.S. adult (ages 18
69) primary shoppers, including 544 parents
of children 8 years and younger, provided
data on such topics as:

A Associations with organic and natural

A Usage and purchase of organic
products/brands

A Trust of USDA organic certification and usage
of other information sources

A Price and purchase priorities for organic

A Organic in food service

A Perspectives on GMOs

Survey fielded June 2014 to nationally
representative sampling frame, with sampling
error of £ 2.4% at 95% confidendevel.



METHODS
Focus groups in Nashville and Seattle

We conducted focus group interviews in Nashville and
Seattle, as well as a panel discussion in Denver, with
consumers representing various levels of engagement
with the worlds of organic and natural. We probed a
range of issues in these interviews, including:

A Attitudes aroundorganic, naturaland local

A The meanings asrganic, naturgland local

A Criteria for purchasing organic, natural, and local
products

A Perceptions of and attitudes toward GMOs

A Shopping behaviors

Each participant was asked to bring her/his favorite
organic product to discuss their reasons for purchasing
it and how it fit into their approach to food and eating.




METHODS
In-home ethnographic interviews

We also conductedn-depth ethnographic

and Seattle. As with the focus groups,
participants were recruited to represent a range
of engagement with organic and natural
products. These interviews allowed us to delve
deeper into the topics explored in the online
survey and in the focus groups.

Each ethnographic thome interview featured
a participantguided tour of their kitchen,
pantry, and other places where food and
relevantorganic and natural productsere
storedd ¢ KS &S a ldveyagede (i
livedrin, dayto-RI @ O2y i SE( 2
as an opportunity fodeeper exploratiorof
actual purchasing and eating behaviors.
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Organic users continue to skew higher income, higher education,
and younger

Demographic Profile Total Organic Users Organic Norusers

Average Household Income | $70571.57  [[NNS78:837441 | $58,732.77 |

College Graduate or Higher [ 479% " [INNNINSO% NN [88% T non-organic users is
among 5564 yearolds,

Male D A ST 2mong whom 19% are

Female D 526 SSUAMN 9% Organic users and 30%
Average Age DA IS S are ot

Employed Fullime

The biggest gap (11%)
between organic and
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Ethnicity
White
AfricanrAmerican
Other
Hispanic

U.S.Census Region Note: The demographic
Northeast profile of Organic Users
Midwest shows no meaningful
South changes betweef012
West and2014.

14 Source Organic and Natur&l014. Base: All respondents=(t}728) Organic users (n=1,278), Norganic users (n=450).



Organic usage is holding steady, with more than a third of consumers us

organics at least monthly

45%
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= Never
m Occasionally

= Monthly

m Weekly

14% 16% 17%
9%

2000 2006 2008 2010 2012 2014

34%

0
o% — 5%
0

0
14% 12%

9% 7%

SourcesHealthy Livingn=4,942)0Organic2006 (n=2,108 Organi2008 (n=2,16}t Beyond Natural & Organic 20@%=1,679); Organic and Natural 2021,569); Organic and
Natural 2014 (n=1,728Note: Annual percentages may not sum up to 100% due to rounding







THE WORLD MODEL
Consumer orientation toward organic is influenced by cultural engageme

| 2y adzYSNARAQ 2NASY(GlF A2y G261 NR 2NHIYAO YI

How that orientation plays out depends upon the arena of activity in which a person is
involved and the intensity of involvement with that world

The gap between aspirations and behavior narrows as consumers become more engaged
while the scope and reach of their behaviors grow

Periphery
Coreis the smallest segment and most intensely

Outer Mid-Level involved earlyadopters, trendsetters,
evangelists, highly food literate

Inner Mid-Level Inner Mid-Levelconsumers adopt Core attitudes

and behaviors, but with less consistency and reach

Core Outer Mid-Levelconsumers experiment with

organic, but less consistently and concertedly

Peripheryconsumers are the least engaged and
involved and are just beginning their journey



THE WORLBMODEL
The MidLevel (Inner and Outer) account for 61% of all organic users

24%  24% 3 7% 15%

NONUSERS
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Segmentation is basezh:
A Organic usage
A Number of organic categories purchased
A Importance of organic when shopping
A Associations witlorganic




THE WORLD MODEL
While all segments are driven by personal benefit, differing values inforn

their purchase criteria
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