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Executive Summary

How the Cookie Crumbles: The Case of Gluten-Freeki&s

The gluten-free product line falls within the natiuproducts market channel, and the
natural products channel is experiencing tremendooasth. Even in the difficult financial year
of 2008, natural products increased to nearly #lidm USD, which is a 10.9 percent increase
compared to the previous year. For the 52 weelngribecember 27, 2008, natural product
gained 412.9 million USD in sales (SPINS, 2009a)uten-free products are the darlings of this
channel.

The market for gluten-free market is multifacetddhe first facet of the market reflects
individuals who perceive gluten-free products asrtbxt good-for-you product to remedy a
variety of ills. Another facet is the one lived pgople with celiac disease (CD), a negative
immune response to gluten, which is a protein mesgrains. Similarly some families with
autistic members are also living gluten-free. Awmotgroup of consumers particularly interested
in gluten-free products are those who are commdatetsumers of natural products.

This case considers consumers of gluten-free ptedund their motivation to consume
these products. First, the case reviews the méwkeluten-free products, then the cookie
market with an emphasis on natural and premiumiesoecond, the case looks at Arico
Natural Foods Company and its first foray into nn@rket through its line of gluten-free cookies
and sustainability initiatives. Third, through iaterdisciplinary approach, the case considers the
four consumer types. Issues of ethical and palitonsumerism play an important role in the
marketing of these products. Fourth, the caseladas with a comparison of the expansion of

the gluten-free market with the low-carb diet af trarly 23 Century.



Abstract

In 2008, natural product sales increased to néaByillion USD, a 10.9 percent increase
compared to 2007 (SPINS, 2009a). One of the mastireg food products in this segment is
gluten-free products. Gluten is a protein in whegad similar grains. People living with celiac
disease cannot live without gluten-free produatis,dther consumers are picking up interest in
the products because of perceived benefits tothaatl sustainability. This case explores the
consumers of gluten-free products in the contexflatien-free cookies and attempts to steer the

industry from the fate of the low-carb diet.
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How the Cookie Crumbles: The Case of Gluten-Freekes

He takes her to a health-food place near the hateseshab. "What's spelt?" he

asks.

"It's the new-old whole wheat."

"And what's gluten--why do some people want it aache don't."

"It's not good in the gut,” one of the customenrgsséHomes, 2006, p. 317)

In the Uiber-bizarre world of 21Century Los Angeles, the characterJhis Book Will
Save Your Life are consumed with wholeness and healthy lifestylgem meditation retreats to
personal nutritionists, eating new-old foods toidwa modern foods, whatever is new, foreign
or ancient (or some complex combination of thedhweill alleviate or at least mitigate the
aliments of the modern urbanite.

This characterization is only one side of the nfadeted gluten-free market. Another
facet is the one lived by people with celiac dige@D), a negative immune response to gluten,
which is a protein in some grains. Similarly soiamilies with autistic members are also living
gluten-free. Another group of consumers partidylerterested in gluten-free products are those
who are committed consumers of natural products.

This case considers consumers of gluten-free ptedund their motivation to consume
these products. First, the case reviews the méokegluten-free products, then the cookie
market with an emphasis on natural and premiumiesoecond, the case looks at Arico
Natural Foods Company and its first foray into nm@rket through its line of gluten-free cookies
and sustainability initiatives. Third, through iaterdisciplinary approach, the case considers the
four consumer types. Issues of ethical and palitonsumerism play an important role in the

marketing of these products. Fourth, the caseladas with a comparison of the expansion of

the gluten-free market with the low-carb diet af trarly 23 Century.



The Natural Products Market and Gluten-Free Praduct

The gluten-free product line falls within the nauproduct$ market channel, and the
natural products channel is experiencing tremendooasth. Even in the difficult financial year
of 2008, natural products increased to nearly dlidiio USD, which is a 10.9 percent increase
compared to the previous year. For the 52 weetsgriDecember 27, 2008, natural product
gained 412.9 million USD in sales (SPINS, 2009B)is increase is greater than the 3.6 percent
increase in the previous year. Some of this iregegas the result of a price increase in these
products. The average price of natural produaseased from 3.75 USD to 3.94 USD, but unit
sales increased by 5.7 percent or 58 million u@$the products in this channel, bread and
baked goods were the largest contributors to thlardgrowth adding 25 million USD, a 26.7
percent growth in dollar sales. Additionally tbhistegory expanded shelf/freezer space as
measured by a 714 point increase in total distigbypoints (SPINS, 2009a).

At the Natural Products West Expo 2008, Steve BneS&enior Director of Marketing of
Pharmaca Integrative Pharmacy argued that thealgiroducts market is fueled by significant
cultural shifts in the American consumer mind ahfiBoctor Me”. Preston (2008) defines
doctor me as a trend that reflects “an increasitgyest on the part of consumers to maintain
control of their own health and well-being.” These consumers who are “Taking health care to
self-care.”(Preston, 2008) Wilson (2005) notediasilar phenomenon in the demand for
functional foods.

Gluten-Free Products, a Constituent of the NatRratiucts Channel

Gluten-free products have the greatest growth g@m¢he natural products channel.

SPINS (2006), a natural products marketing resegmatip, reported that gluten-free products

increased in value by 50 million USD from 2004 @93, a growth rate of 14.7 percent. Over



the same time period, gluten-free product introunstin natural supermarkets increased by 9.1
percent, but in conventional food stores, glut@efproducts increased in introductions of new
products by 18 percent.

In a 2007 survey, Mintel, a market research firound that eight percent of the US
population looked for gluten-free products whenpghing (Cromley, 2008). Many products are
now provided that are gluten-free such as breadskers, cake mixes, etc. With more than
3,000 products touting a gluten-free label theses didne segment has exploded into a 921
million USD business, with dollar sales escalatiygl6 percent in 2008 versus the previous
year. While most of the dollar sales can be attetuo the conventional food channel which
focuses on selling the fastest-moving items, thiarabchannel has generated a higher growth
rate (SPINS, 2009b).

Paul Enderle, vice president and merchandiserrfmiyze and nutrition centers at Fred
Meyer noted “ ‘We’re seeing gluten-free productsvgithree times faster than [other products]
in our nutrition centers...The segment has grown ffofeet to 8 feet-and up to 12 feet at some
stores-and we've developed a ‘gluten-free’ logotimer departments, including the frozen foods
case.” (Zwiebach, 2007, p.20)

The Cookie Market

The US cookie market is facing challenges. In&2@0e US cookie market was valued at
5.6 billion USD, which is a decline of 8 percemnicg the 2001 high of 6 billion USD (Heller,
2006). Packaged Facts, a market research firredrtbat the declines are the result of price
increases from rising input prices, growth of adtgive snack products, and increased interest by
consumers of healthy snacks (Heller, 2006). Huyenent of the cookie market that appears to

be experiencing growth is the “better-for-you” segm In the 52 weeks ending in December 2,



2006, low-fat cookies increased in sales by 17r¢qre while gluten-free cookies experienced a
30.2 percent increase in sales dollars. Accorthrigtephanie Torlakson of Pamela’s Products,
gluten-containing cookies have been experiencidgdine but the gluten-free product category
of Pamela’s Products is experiencing double-digtrgh (Goldschmidt, 2007). Despite the
tremendous rate of growth, these better-for-youlpets are relatively small in terms of sales. In
2006, the low fat cookies had sells of 198 millld8D while the gluten-free cookies were
around 5.5 million USD (Goldschmidt, 2007). Sddddl for a comparison with the top cookie
brands by sales in the US.

Gluten-free products are part of the group ofrgiea-free products making headway in
the cookie and snack market. However this prodegtent faces challenges in meeting the
needs of consumers. Anne Munos-Furlong, CEO amalder of the Food Allergy &
Anaphylaxis Network (FAAN) argues that food-allergonsumers must know that the
ingredient statement is “accurate, reliable andrcléGorton, 2007). With the need for
accuracy, some firms are moving to dedicated tasliand dedicated inputs for their allergen-
free products. Currently the US Food and Drug Austration (FDA) is still trying to establish
regulations on appropriate labeling for gluten-fpeeducts. In the proposal, the FDA has
suggested that a product can be considered glteerifithe ingredients used have a presence of
gluten below 20 part per million (FDA, 2007). Aftbis writing, the FDA is developing a study
“to gauge perceptions of characteristics relateddons of ‘gluten-free’ and allowed variants
(e.g., ‘free of gluten,” ‘without gluten,’ ‘no glat’), in addition to other types of statements.(e.g
‘made in a gluten-free facility’ or ‘not made irfacility that processes gluten-containing foods’)

on the food label.” (FDA, 2009, p. 9822)



Another challenge associated with creating alleffge@ products is getting the texture-
flavor profile correct. For example, gluten prossdbaked goods structure. The way that gluten-
containing cookies crumble in the mouth is basegghirt on gluten. Removing gluten requires
finding other flours from beans, rice and the “@mtigrains” like amaranth, millet, quinoa,
sorghum and teff which do not have gluten. Sombede flours such as teff, quinoa and bean
do not generate the same texture, and these noatWbers can generate different flavor
profiles (Gorton, 2007). Angela Ichwan, co-found&Arico Natural Foods Company says “As
consumers, we tend to take wheat flour as our ineselo those accustomed to wheat flour’s
flavor, other flours may taste funny’” (Gorton, 2Q@® 89.). Therefore, additional work and
testing is necessary to achieve flavor profile$ #na amenable to consumer tastes.

One area of promise in the cookie market is thenpren cookie. Consumers view these
products as “an indulgent reward” (Fox, 2007a). ildvthese premium cookies may not
necessarily have lower fat or sugar content, teag to taut their better-for-you or premium
ingredients such as the cacao content, organ@iltréde ingredients or country of origin, as an
indicator of its exotic origins. In reflecting dime globalized cookie, Fox (2007a) argues

We’'ve become a nation of people defined by expegeand travel, and food

products and manufacturers are also examined éar ¢hltural and ecological

impact. This everyday exposure to a global matkegpsuggests consumers

increasingly possess a greater awareness of wdaltlehes, not to mention the

implications of occasional domestic and internald@afety problems. As a

result, each trip to the grocery store revealsatbdd is smaller than we once
perceived it to be. (Fox, 2007a, p. 62)

Arico Natural Foods Company

Angela Ichwan and her husband Hermanto Hidajatcaneders of Arico Natural Foods
Company. Angela was inspired to create a lingluten-free and casein-free (a protein in milk)
products by her niece, who lives on a gluten-free @asein-free diet. After tasting some of the
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food products that her niece consumed, Angelazedlihat these consumers should have access
to a greater variety of products, ones that shé&ammeate given her food science background
(Ichwan, 2008). Angela also saw a nutritional needer customers. She noted that

individuals with gluten and dairy sensitivitiesearitdo not get enough calcium. Additionally
people with CD tend to have fiber deficiencieshait diets. Therefore, Arico tries to provide a
good source calcium and fiber in product formulagi¢Gorton, 2007).

With 500,000 USD from 14 angel investors, Arico &egroduction in March 2005 with
the introduction of four lines of organic, glutene¢ and casein free cookies in the following
flavors: double chocolate chip, lemon, peanutdyuinhd almond cranberry (Kish, 2006).
Eventually, Arico brought to market six varieti€fscookies for consumers avoiding gluten and
casein. Additionally, in 2007, Arico introducedufdines of cassava chip products in Sea Salt
Mist, Barbeque Bliss, Ginger on Fire and Originghjch contains, evaporated cane juice, sea
salt and garlic powder. Cassava (also known asaoayucca root, manihot, mandioca and
eddoes) is a root consumed throughout the GlobathSn a manner similar to potatoes in the
Global North. The Arico cassava chips are freefrefined sugars, cholesterol, artificial flavors
and preservatives, colorings, yeast, wheat, glutaimy and casein with twice the fiber of
potatoes. Compared to potato chips the cassava cbigain 30 to 40 percent less fat because
during the frying process cassava chips absortoiésgFox, 2007b) Additionally, Arico sets
out to produce products that are safe and tasgynaltives for individuals who have a restricted
diet. However, Arico is also producing productattare interesting enough for those who do not
have restricted diets. The ultimate goal was éaie products that promote “Mindful Snacking”

by providing “safe snacks that can improve thedigéthose who consume them.” (Arico, 2005)



With a national distribution, Arico products canfbend in 30 states and nearly 500
stores such as New Seasons, Whole Foods and Wid @aco products can be purchased at
its online store as well as a myriad of other anlietailers such as Amazon.com. In 2006,
SPINS, named Arico the fastest-growing gluten-treekie company in the US. In 2008,
despite the weak economy, Arico sales revenue jdrfrpen 400,000 USD to 1.2million USD
(Siemers, 2009). Co-founder Hermanto Hidajat dt&fEhe economy is affecting everybody.
I’'m sure it's affecting us, too...But because wenghis steep upward trajectory we’re still
growing in multiples.” (Siemers, 2009, p.28).

Mindful Snacking

In an interview in ThéNatural Foods Merchandiser (2008), Angela stated that Arico is
carbon-neutral through the purchase of carbon tsffs€or every store that purchases cassava
chips from Arico, a tree is planted in Sumatranmaangutan habitat. Additionally, Arico
donates five percent of net profits to Women foridém International, a civil society
organization that supports the engagement of wamgnlitics around the world (Arico, 2008).
Of this socially-conscious collaboration, Angelatss:

We're not just about selling great products; wdythelieve in making a positive

impact on society...We look forward to growing thermership and helping to

make a difference in the lives of women in need. chizens of the world, it's

everyone’s responsibility to do their part to emstitat women live free from

violence. (Arico, 2008)

In a review of Arico’s website, the issues and teemf sustainability, both environmental and

social, are evident and explicit. While authemyics truly hard to gauge, Arico makes great

efforts to support and communicate sustainabiltysanoted in its mantra “mindful snacking.”



Gluten-Free Consumers

SPINS/IRI (2004) categorizes consumers of natunadyrcts into four groups of
consumers (see Table 2). Consumers progress thphases from trial to committed
consumers of natural products. For the purposkigitase study, | re-interpret these four
groups as indicators of possible consumers of gliree products, especially cookies.

Approximately 60 percent of the US population i§aal” consumer of natural products.
The reasons for their natural purchases are adsidetomotions and diet or food allergies.
These consumers represent 15 percent of the natadlict volume and only 1 percent of the
organic volume. The products these consumersuaoh@sing are energy bars, non-dairy
beverages and meat alternatives. These prodymtsent incidental consumption. Consumers
who pass the trial stage may become “Transitiocafisumers of natural products. Representing
20 percent of the US population, transitional comsts purchase 30 percent of the natural
products and 15 percent of the organics. Thessuroers are typically interested in natural
products for their diet (weight loss) and/or fodiémgies (not CD but other food allergies). As
entry-point consumers, they mainly purchase produmckanimal products. | assert that these
two categories cover two types of gluten-free comsis: self-diagnosed gluten-sensitive
consumers and families living with autism.

For a consumer who progresses beyond the traralifobrase, the consumer becomes a
“Regular” consumer of natural products. Some 1@q# of the US population consumes
natural products regularly. These consumers red@percent of the natural products market
and 35 percent of the organics market. With anteward consumption of natural products

because of the benefits to themselves and theiliésnthese consumers have entire meals and



snacks dedicated to the consumption of naturalymtsd Of the gluten-free consumers, | suggest
that persons with CD are regular consumers of abpwoducts.

The final stage of the progression of natural pob@onsumers is the “Committed”
consumer. These consumers are small in termsmobers representing only two percent of the
US population; however, these consumers purchase 2@ percent of natural products and 50
percent of the organics. The committed consunpngthasing world view is shaped by ethical
consumerism. They purchase products becausedbeagis are good for the world, their
families and them. These consumers are not onfghpsing full meals of natural products, but
they are also purchasing personal care productd@msehold products that are environmentally
and socially sustainable and conscious. Theseauocoers may be interested in gluten-free
products for the various reasons that gluten-freeyicts are considered natural, but these
products are more attractive to these consuméhg iproducts are sustainable. Let’s consider the

four types of gluten-free consumers given the mrsgion of natural product consumers
Self-Diagnosed Gluten-Sensitive Consumers

Kelly Corbet (2007) provides an excellent narratiwéhe self-diagnosed, gluten-
sensitive consumer:

In my own family, ‘gluten intolerance’ meant a badibottom and vomiting for
my young son, and constant stomachaches and,sseiglly embarrassing
consequences for me. No clear tests identifiedrdalerance, but once we
removed gluten from out diets we miraculously Bedtter. If you suspect a gluten
problem for yourself or a family member, here’s itf@rmation that you need.
(Corbet, 2007, p. 49)

These consumers have only anecdotal evidence lotengsensitivity. According to Dr. Joseph
A. Murray, a gastroenterologist at the Mayo ClimidVinnesota and specialist of CD, “There’s

this ‘go blame gluten’ thing going on...it's diffiduio sort out science from the belief.

(Murphy, 2007, p.1) Self-diagnosed consumers nuyhave even seen a doctor, but they



believe that, if they reduce or eliminate the antaifrgluten in their diets, they will experience
health benefits. Reports on the Internet anceadth and lifestyle magazines argue that
avoiding gluten can improve digestion, reduce gmpoms of rheumatoid arthritis, depression
and a myriad of other maladies. Oprah Winfrey wema “21-day cleanse” in summer 2008 in
which she gave up meat, dairy, sugar, caffeinegluntén. (Painter, 2008). Even the trade press
is picking up on the trend. For examepgressive Grocer (2009) reports that gluten is
associated with multiple sclerosis, attention-de&figperactivity disorder (ADHD), repetitive
strain or stress injury (RSI), among others.

Ben Wheely, a Free-from buyeat Sainsbury’s, notes a similar, more general
phenomenon in England. Wheely (2007) argues traesvheat-avoiders or self-diagnosed
customers simply believe that certain diets arteb&r them and are demanding gluten-free
products. Some consumers perceive that glutenphagucts will help them lose weighithe
Grocer, 2007). Clare Marriage, marketing director fon@s Farm Foods, a gluten-free food
producer in the UK, concurs with Wheely and says some gluten-avoiders perceive that these
products are healthier than gluten-containing petsi(The Grocer, 2007).

With this great interest in gluten-free foods, cams exist. Cynthia Kupper, a dietician,
executive director of the Gluten Intolerance Grofiplorth America and a celiac, believes that
some of the interest in gluten-free foods is a(Rainter, 2007). Another dietician and celiac,
Dee Sandquist suggests that some avoiders of ghmgenot gluten intolerant. They feel better
on a gluten-free diet because they are eating feagéfoods and processed products. (Painter,
2008) Michael da Costa, managing director of ThedDoctor, argues that there is a conflation

of wheat-free, gluten-free and lactose-free praglaad products in the better-for-you category.
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He concludes “In fact, the free-from factor is netessarily a better-for-you option for the
majority of consumers.” (de Costa, 2007, p. 53)

In terms of the progression of natural product comars, the self-diagnosed gluten-free
consumer is potentially a trial or transitional samer. They have read about gluten intolerance
and determined that they have similar symptomseyTty a few gluten-free products.

However, they may not be committed. The self-dosgal may never progress to the committed
consumer if other factors intervene in their pregren: they discover the true nature of their
ailments; they lose weight; the cost is too grekdtive to the benefits; among others.

Families with Members with Autism

Autism is one of several disorders under the hepdirautism spectrum disorders
(ASD). ASD can impair the social interactions @ethmunications and generate unusual
behavior (CDC, 2007). The rate of ASD is risinghe US. In the 1970s and 1980s, the
prevalence was 5:10,000. By the 1990s, the pregalef ASD was around 1:166-1:250
(Caronna, Milunsky and Tager-Flusberg, 2008). Meata from a 2002 Centers for Disease
Control (CDC) study suggest that the number of Afedsons in the United States is 1 in 150
children (Kuehn, 2007). Nearly 6.7 million persdiegsween 3-21 receive treatment for autism in
the US (US Department of Education, 2007). Aneald®tidence exists that gluten-free diets are
beneficial for autistics, though the scientific coomity does not provide strong evidence (Elder,
et al, 2006 and Christison and Ivany, 2006). Sparents of autistic children consider gluten-
free products as a way to improve the quality efrtfamily’s life.

Dr. Robert Simpson (2008), former co-director @& fkuburn Autism Center, suggested
that less than 50 percent of the families who rerkeiren at the center are on gluten-free diets.

Typically, the entire family will go gluten-freet kpast for the meals shared with the autistic
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child. Simpson argued that it is particularly ¢batjing for these families to produce
simultaneously gluten-free and non gluten-free miedhe coordination of meals is important,
but these families have many more complicating eamin the care of their autistic child.

Another complicating factor is the cost. Leeal. (2007) found evidence that gluten-
free foods are harder to find and on average etBp2rcent over their gluten-containing
counterparts, which may impact compliance. Allilgea do not experience the improved
behavior of their autistic child as the anecdov@ence suggests. Therefore, for some families,
a trial with a gluten-free diet may not progreds ito a committed gluten-free lifestyle for their
autistic child, and especially not for the entaently.

Food Allergics

As an immune-mediated disorder, CD (also knownefiacsprue or gluten-sensitive
enteropathy) is triggered in genetically suscegptibtividuals by consumption of gluten-
containing grains (wheat, barley, rye and hybridgeof) (Fasanat al., 2003). CD manifests
itself in “chronic inflammation of the small intésal mucosa that may result in atrophy of
intestinal villi, malabsorption, and a variety dihccal manifestations, which may begin in either
childhood or adult life.” (NIH, 2004, p.1) Fasambal. (2003) reported that 1:133 not-at-risk
individuals’ in the US (over 2 million people) potentially ha®®. Because of atypical
symptoms and asymptomatic forms, CD may be undgmdsed (Fasano and Catassi, 2001).
Individuals with CD must live a gluten-free liferfthe rest of their life as no cure exists and
consumption, over time, of gluten can lead to fifeeatening diseases and immediate short-term,

illnesses and pain.
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These consumers are serious about gluten-free giodlihey must have assurance that
the products are gluten-free. They will not takg aompromises on the gluten status of the
products they consume. Consider the comments thie@ae Oddenino, a person with CD:

“I've been to so many places where the managersvaitdrs have been irritated

and annoyed...Too often, they don’t understand theityr of the situation. Last

year, | had to go to a work holiday dinner at asagpe restaurant. | called ahead

and triple-checked what | could and couldn’t eghvihe management and still

wound up with a huge crouton at the bottom of mgdalt's extremely

frustrating.” (Romolini, 2007)

People with CD are highly organized. In a surveyducted by the Gluten Intolerance Group
(GIG) and TastesLikeRealFood.com (2008), nearlp&tent of survey persons with gluten
intolerance are a member of a gluten support grdupese support groups provide members
information from new research and recipes to algnnembers to gluten-contaminated products.
In the aforementioned survey, 71 percent of thoseeyed agreed with the statement “My
gluten-intolerance group is an important source hiefps me maintain a gluten-free diet.” (GIG
and TasteLikeRealFood.com, 2008). Persons withh@2 developed in a marketplace without
clear government regulations, though this is chagngiTrust matters significantly for these
consumers not only because of the health consegsdrt also the expense.

As noted by Leegt al. (2007) a person on a gluten-free diet spende mifood than
those who are not. Fifty-five percent of the glusamsitive respondents reported that they spend
more than 30 percent of their monthly food budgegluten-free products. The average
household of the survey was composed of 2.66 psrsBased on the US Internal Revenue
Service, the national standard for food expenditisé25 USD per month for a family of three

(IRS, 2009). Therefore, the monthly expenditurggluten-free products is approximately

187.50 USD per month.
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Taste also matters. Over 40 percent of respondetite GIG and
TastesLikeRealFood.com (2008) survey said that éx@gct new gluten-free products to taste
good. Sixty-three percent of respondents agreddtive question “If | find gluten-free foods
that are good, | don’t worry much about the pric&liese consumers are willing to try new
products. Over 57 percent of these customers g0 or more new products in the last year,
and 85 percent said that they like to try new potslu The percentage of persons in search of
new products is high because 71 percent of respdsmdgreed that finding good-tasting gluten-
free products is hard.

The percentage of respondents who agreed thanefiige products taste as good as
gluten-containing products was between 19 and 2&epein categories of frozen meals,
packaged desserts, frozen cookies and bread miBaaskaged cookies did better with 35 percent
of respondents agreeing that the taste was asagghliten-containing products. GIG and
TastelLikeRealFood.com (2008) concluded “Categooyvit is being driven by consumer
necessity not by product quality. There are féwany, premium-priced categories with this kind
of quality differential.” (p. 24)

Committed Consumers of Natural Products

While a small segment of the US population, conadittonsumers of natural products
are the major consumers of these products. Asw@pgtheir interest in natural products is a
complex mix of motivations of ethical consumerigparked in part by enchantment, and
political consumerism. In light of these motivaisy these consumers may purchase a gluten-
free product not because it is sans gluten al&tather, these consumers are motivated by how
the product fits into their overall lifestyle arglbeneficial to the environment, socially

conscious, globally aware, that is “mindful snackin
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Thompson and Coskuner-Balli (2007) define enchantras “theoretically linked with
experiences of magic, wonderment, spontaneity mmdformative feelings of mystery and awe
that are presumably lacking in commodified, ‘Disegif and ‘McDonaldized’ consumption
experiences.” (p.280) Committed natural produciscmners, like community supported
agriculture (CSA) consumers in Thompson and CoskBiad#i (2008), attempt to redress
disenchantment brought about by sterile, routinered highly ordered food chains through a
romanticized product. If the natural product hehgs consumer feel connected to a larger
community, to people and ideals beyond themseteesnother time, then some level of
enchantment is achieved.

Additionally, committed consumers of natural prowuare lifestyle consumers who, in a
reflexive manner, are influenced by the ethos efgfoducers of the goods that they consume.
Therefore if these consumers are purchasing ndtotedehold cleaners from firms that donate
profits to environmental groups or who purchaséaaroffset, the consumers may in turn
donate and look for other products by other firhvett tlo likewise. As Thompson and Coskuner-
Balli (2008) reflected “[CSA customers] describatshvng to alternatives that they believe to be
more natural, more ecologically friendly and supperof local businesses: actions that they
interpret as striking small, but consequentialnd@gainst the hegemony of global corporate
capital.” (p. 289)

While not all committed natural product consumérare these Marxist ideas, some
consumers patrticipate in this market for politiczdsons. Because issues like global warming
and child labor extend beyond national boundanaspnal governments are not fully equipped
to manage these globalized issues. One of the thaysonsumers can address this governance

failure is through political consumerism. Mich&l€¢R003) defines political consumerism as
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“actions by people who make choices among prodwn@tgproducts with the goal of changing
objectionable institutional or market practices’2)p These actions are informed by the
concerns of the agents for justice, fairness amgoonomic issues for themselves and their
families and their political or ethical assessn@riusiness and governmental activities.

One expression of political consumerism is ecolalgicodernization, which
“acknowledges that economic prosperity and enviremia concerns are compatible” (p. 8).
However, governance failures may not just occuhwiese globalized issues, the consumer-
citizen is looking for ways to access power in stegn that may have denied them or simply
cannot represent them. More importantly, thessworers are looking for ways to manage the
risks and uncertainties of long global supply ckaiReflexive modernization defines the agency
of consumers to address these concerns throughaHeet (Micheletti, 2003). “Consumers in
Europe and the United States who are concernedtinage problems search for food that is
problem- and risk-free, and their search is stieeghg the need for organically labeled food
products...” (Michelitti, 2003, p. 9) With ethicahd political consumerism, many products
have a meaning beyond the face value. Produdtstitidentically satisfy these multiple
meanings are attractive to the committed natuiadiyct consumer.

Fad versus Growth Trend

James Mellgren, senior editor Tifie Gourmet Retailer, stated irProgressive Grocer
(2009) “The category [gluten-free foods] has absduexploded, making this the most
significant product trend since the low-carb crakea few years ago, except this time, it's based
on real medical conditions rather than quick weigls plans...” (p. 1) In contrast, Suzy

Badaracco, president of Culinary Tides a food tsefiodecasting company, argues “ ‘A lot of
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people are going gluten-freebut they really don’t know why...It'’s just like, ‘Qck it's gluten-
free, it must be good.” (Cromley, 2008)

The growth in gluten-free products could be a fé&e, the low carbohydrate (low-carb)
diets. Many food product manufacturers in the O&pada and the UK developed low-carb
products to satisfy the demand of consumers oAtkies, South Beach or other low-carb diets.
New low-carb formulations of pastas, cookies, cakesr, etc. saturated the market by 2004.
The new products were not just from specialty fitiks Atkins Nutritionals, Inc, whose founder
Dr. Robert C. Atkins is credited with popularizitige diet, but also large food and beverage
providers such as Anheuser-Busch, Unilever and Mellts. In the first quarter of 2004, food
and beverage manufactures introduced 586 distewtlow-carb foods and beverages to
retailers compared to the 633 new products inf&2003 and 339 in 2002. At the height of the
craze, LowCarbiz, a trade publication, expectedssad reach 30 billion USD by 2004 (Kadlec,

et al. 2004).

The Diet Worked for Some...

In a May 2004 survéyconducted by Lawrence Shiman of Opinion Dynantiesshowed
that 78 percent of the people surveyed, who toeddarb diets, lost weight. Of those who lost
weight 66 percent said that they continued or heapt the weight off. Only 9 percent said that
they actually gained the weight back. The mediamgit loss for those surveyed was 16 pounds.
Seventy-eight percent of current and 59 perceptsft dieters said that they would be on the
low-carb diet in the next two years (Shiman, 2008his loyalty and sustained use of the low-

carb diet sparked and fed the low-carb diet hysteri
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But the Market Failed.

Given the stated commitment of the persons omotlvecarb diet, many manufactures felt
that despite a downturn in the market, the low-cheb was still a worthy investment. However,
the downturn was substantial. The tide begannoituthe summer of 2004. Food industry
analysts at Morgan Stanley surveyed 2500 adul0@4, and found that 10 percent were on a
low-carb diet in June as compared to 12 percedamnuary (Arndt, 2004). According to NPD, a
market research firm, 9.1 percent of Americanfedd the low-carb diet in February 2003 by
February 2004 2.2 were on a low-carb diet. Alagdde CEO of J. A. M. B. Business
Enterprises, Inc. of Florida said that there wés®Ad 16 national distributors of low-carb
products in 2003 by 2004 his firm was the only taie His business shrank to one-sixth of its
size compared to its height in 2003 (Pressler, 200p to 2004, the low-carb craze buoyed the
sales of Evans Food Group, a manufacturer of nitloav carb pork rind3 by the tune of 96
million USD, triple its sales of over five yearBy 2005, Evans Food predicted a 15 percent
reduction in production (McGinn and Springen, 2008jorse of all, Atkins Nutritionals, Inc.
filed for bankruptcy in August 2004.

Like most diet fads, if people lose weight, whytoue with the diet? On the other hand
if the diet never worked, why continue with thet@ieThe diet was hard to follow despite the
proliferation of products. To be on the true Atkisiet, a person had to eat no more than 20
grams of carbohydrates a day for weight loss; hewd\PD suggested that the most careful
dieters consumed 128 grams of carbohydrates aAlagther complexity of the low-carb diet
was that all carbs are not created equal. Sonetslaloted total carbs (good plus bad carbs), and
others noted net carbs (bad carbs less good cafbg) FDA argued that all carbs are created

equal. With labels such as “Carb Smart”, “Carl3,F&tc. how could a consumer make a good
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choice (Kadlecet al. 2004)? In the end, the diet still exists with éavadherents and fewer

market opportunities.
Conclusion

Is the low-carb crazy a cautionary tale for glutese market? Companies like Arico
have seen substantial gains in sales because ofate appeal of gluten-free diets. What can
Angela learn from the low-carb craze? How can éremain a strong company in the
potentially fragile market where consumers like ¢tines described in the beginning of the case
see gluten-free as the next new good-for-you foddith CD consumers and committed gluten-
free families of autistic children, what must Angelo to keep these customers, yet expand her
business to other consumers? When asked whdiealeggest challenges facing the naturals
industry, Angela responded, “To ensure the sotih@iaturals industry can remain intact
despite going mainstreanTlfe Natural Foods Merchandiser, 2008, p. 24). Why does the “soul”

of Arico matter, and how can Angela keep it inact

Case Questions:
1. Towhom should Arico expend the greatest efforetch?
2. Compare and contrast the low-carb craze to thegrhenal growth in the gluten-free
market.

3. Why does the soul of Arico matter, and how can Aageep it in tact?
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Table .Top 10 Cookie Brands (for the 52 weeks en&ieptember 9, 2007 - total category sales

$3,166 million)

Brand name

US Dollar Sales

Kraft Nabisco Oreo

Kraft Nabisco Chips Ahoy!
Private Label

Kraft Nabisco Newtons

Keebler Chips Deluxe

Kraft Nabisco 100-Calorie Packs
Pepperidge Farm Milano

Kraft Nabisco Nilla

Keebler Fudge Shoppe
Pepperidge Farm Chunk

483,304,300
333,979,500
319,815,300
113,144,400
101,727,200
91,228,550
85,359,700
82,659,380
82,292,760
79,241,740

SourceCorporate Profiles & Industry Satistics, November 2007, p. 110 Data obtained from

Information Resources Inc. (excludes Wal-Mart)
https://www.aibonline.org/resources/statistics/2@ibkies.htm
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Table 2. The Progress of the Natural Products @oes

Trial Transitional Regular Committed
Percentage
US Population 60 20 10 2
Natural Product Volume 15 30 30 20
Organic Volume 1 15 35 50
SPINS Conclusions
Categories Incidental Entry-Point Complete Meals Complete Baskets
* Energy Bar * Produce e Yogurt * Personal Care
* Non-Dairy * Meat, Seafood » Pasta Sauce * Household
Beverage * Milk, Eggs * Snacks/Beverages Cleaners
* Meat Alternative » Paper Products
Purchase Rationale Accidental Promotion Good for Me Good for Me
Promotion Diet/Food Allergy Good for My Family Good for My Family
Diet/Food Allergy Good for Me Good for the World

Source: SPINS/IRI Natural Products Consumer Saisti@004
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Table 3. Of the total household grocery spendingy much do you spend on gluten-free
foods?

Percentage of Spending on Gluten-Free Products | Petaentage
0-10 9
11-20 19
21-30 17
31-40 16
41-50 10
51-60 4
61-70 4
71-80 7
81-90 4
91-100 10

'Fifty-five percent of shoppers spend more than &@ent of grocery budget on gluten-free
foods.
Source: GIG &TastesLikeRealFood.com, 2008
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Endnotes
What is natural? It all depends. According toM#ural Products Association, a natural care proiuone in
which “the product must be made up of at least &#fy natural ingredients or ingredients that aeeed from
natural sources:
* No ingredients with any potential suspected huneaith risks
» No processes that significantly or adversely dherpurity/effect of the natural ingredients
» Ingredients that come from a purposeful, renewpldatiful source found in nature (flora, fauna, eril)
* Unnatural ingredients only when viable naturalraléive ingredient are unavailable and only whesreh
are absolutely no suspected potential human haaks’
“Free-from products are ones in the United Kingdbat are products without certain allergens suafiaen or
nuts.
%Not-at-risk” individuals are ones who are not talas of CD patients, presented CD-associated sympor
associated disorders (Fasadal., 2003).
*Each survey consisted of questions added to a ramétional telephone omnibus survey of 900 resilaged 18
and over. The surveys have been conducted indepynd@o outside organization paid for any of tbe-carb
research. The first study was conducted in Decer@®@8, and the most recent study was conductecdbiynn 2004.
Questions on low-carb behavior were asked of tpesgple who have tried a low-carb diet over the pastyears,
accounting for 24 percent of the US adult poputgtaxcording to our most recent survey (Shimen5200

*Pork rinds are deep-fried skins of pig meat.



