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Despite Recent Volatility, Retailers Must Be Resolute

by Kurt Jetta

WILTON, Conn. — Vitamins,
minerals and supplements (VMS)
experienced healthier-than-ex-
pected growth rates in the 6%-to-
8% range for the first half of 2011
before reacting to adverse third-
quarter press coverage and ta-
pering off to lower-digit/sub-zero
levelsin the latter part of the year.

VMS — the largest component
within the health and beauty sec-
tor and traditionally its most resil-
ient—is entering 2012 as an ultra-
sensitive underperformer.

In addition to forcefully coun-
tering unusually negative articles
on such mainstream segments
as multivitamins, retailers need
to literally “take stock” of a sig-
nificant consumer behavioral
change: More marginal consum-
ers will be leaving the category
over the next 12 to 18 months
and that will lead to lower space
(SKU) elasticity, that is, sales re-
sponsiveness to space expansion,
than has ever been the case.

Notwithstanding these notable
developments, chains must be
resolute in supporting broad-
based brands by promoting and

marketing them aggressively in
the year ahead.

Following is a summary of what
TABS Group believes were key
factors characterizing the 2011
VMS market as it initially bucked
expectations and then tapered off
to the present negative levels:

e Mainstream segments (multi-
vitamins, lettered vitamins and
calcium) have been hurt the most
by exceptionally adverse press,
which has caused marginal con-
sumers to leave the category in
significant numbers.

e Another area VMS that has
been heavily reliant on marginal
consumers is private label, and
we see similar declines in private
label, about 5% versus 2010.

e Conversely, broad-based brands
such as Nature’s Bounty from U.S.
Nutrition Inc., Pharmavite Inc.’s
Nature Made, Schiff Nutrition In-
ternational Inc. and Natrol derive
most of their business from heavy
category users. As a result, these
brands have done a much better
job of withstanding the overall
category declines. Nature’s Boun-
ty still posts year-over-year gains
in the 8% to 10% range.

e Specialty supplement growth of

11% is misleading, as the growth
is entirely fueled by distribution
increases. For example, the No. 1
type of specialty supplement, fish
oil, is up 5% in dollar sales but
needed a 15% gain in unit volume
to generate that growth. Similar
trends have been seen for other
former high flyers such as probi-
otics and melatonin.

¢ Other negative trends are noted
for the CENTRUM portfolio of

help of higher retailer distribu-
tion. Importantly, this manufac-
turer has gained its new listings
with only minimal dilution in the
sales of existing products. Its key
brands are Vita Fusion and L’il
Critters multivitamins.

¢ iHealth, which acquired Ameri-
fit (makers of Estroven, Azo and
Culturelle) in 2011, has defied the
negative year-end 2011 category
trends by means of aggressive pro-

INNOVATION:

Diet & Nutrition

brands, despite two new line ex-
tensions, Centrum Pro Nutrients
and Centrum Specialist, as well as
Emergen-C.

e The winners in the category
are US Nutrition Inc., which has
generated meaningful, demand-
driven growth across all of its
major brands: Nature’s Bounty,
Sundown, Osteo Bi-Flex and the
Disney Licenses products. Ad-
ditionally, a relative newcomer,
Northwest Natural Products, has
posted 20%-plus growth with the

Sam’s Reaches Out to

By Jay Brubaker

BENTONVILLE, Ark. — Sam’s
Club is bringing in the New Year
by launching a comprehensive
health and wellness communi-
cations campaign to educate its
members in of new and innova-
tive ways, including a self-pub-
lished Sam’s Club branded mag-
azine, point of purchase product
information, in-club television
advertisements and interactive
social media campaign.

This campaign aligns with the
launch of Simply Right health
products, which have replaced
Member’s Mark as the club’s pri-
vate label brand of health and
wellness products.

All of these new resources will
give members information they
need to make informed decisions
in categories that consumers find
confusing and difficult to shop.

Healthy Living Made Simple is a
bi-monthly magazine that will ini-
tially be sent to approximately 8
million Sam’s Club members.

Digital copies will be made
available online to members and
nonmembers alike at samsclub.
com/healthyliving. A million post-
cards and 2 million e-mails will be
sent to members to promote this
site. In addition, each club will
have 1,000 copies in its pharmacy,
optical and membership sections.

The magazine covers a range of
health topics, from baby care to
benefits of a Simply Right vitamin
and supplements regimen. The
publication will feature articles
by recognized experts, including
such health and wellness profes-
sionals as Jillian Michaels and
Heidi Murkoff.

Sam’s Club will publish the mag-
azine — the first warehouse club
magazine dedicated to health and
wellness — in conjunction with
Health Value Communications.

Members shopping in club
aisles can use their smartphone
to scan new QR codes on Simply
Right vitamins and a wide range
of other health products. Upon
scanning, members can view
brief digital videos of a health
professional explaining the
value and quality of the scanned
product and who should consider
taking it.

“QR codes are like having an
expert in the aisle,” senior vice

New campaign
puts focus on
health, wellness

president of health and wellness,
Jill Turner-Mitchael says.

Through a comprehensive so-
cial media campaign, including
Facebookvideos and recommen-
dations, weekly Twitter chats and
interactive apps, Sam’s Club can
educate socially savvy members
on information regarding family
health, exercise and vitamin reg-
imens and wellness issues.

Last year, Sam’s Club became
J.D. Power and Associate’s No.
2 mass merchandise retailer for
pharmacy customer satisfaction.
With this heightened communi-
cations campaign, Sam’s Club
will look to become No. 1 while
maintaining the high value for
which it is known.

Members

“People cannot afford to get
sick,” says Dr. Andrew Myers,
chief science officer of Health
Value Communications. “Illness
leads to missed paychecks, doc-
tor and prescription bills and a
generally reduced quality of life.
We must look for alternatives to
promote health.”

For many consumers, the large
number of health and wellness
products seems daunting. “When
it comes to supplementation,
people are confused,” says My-
ers. “Educating the member
through a diverse range of inno-
vative communication channels
will further inform and allow
Sam’s Club members to take con-
trol of their health.”

Although much of the informa-
tion will be conveyed to members
in a simplified manner, it will be,
according to Myers, “authorita-
tive and scientifically based,
for an educated decision.” Says
Turner-Mitchael, “Prevention,
awareness, and solutions are
the three words we live by [in the
Sam’s Club Health and Wellness
categoryl.”

The prevention and solutions
that Turner-Mitchael speaks
of usually comes in the form of
products and pharmacy services.
To increase awareness, Sam’s
Club must connect with their
members through relevant chan-
nels. Through these new avenues
of communication, Sam’s Club is
doing just that; connecting with
members like never before and
removing much of the confusion
about health and wellness prod-
ucts and issues.

Jay Brubakeris a freelance writer.

motional support for its brands.

e Nature’s Way also posted excep-
tionally strong distribution-relat-
ed gains last year. This is the most
successful brand that has crossed
over from alternative outlets such
as health food and vitamin stores
to mainstream channels.

¢ Top innovations in the category
in terms of sales productivity and
incrementality are modest inno-
vations from Nature Made and
Nature’s Bounty. There have been
no major ingredient stories in the
past several months (e.g. super
fruits — acai, blueberry, vitamin
D or sexual enhancement supple-
ments) that had been sources of
growth in the past.

e Private label trends have gone
negative and are actually weaker
than the rest of the category.

In summary, here are three key
takeaways from the TABS Group
on what retailers should do in
2012 to mitigate the short-term
softness in VMS sales.

First, no more expansion of
assortment. What was once a

category that was responsive to
more space now appears to be one
where marginal consumers will
be leaving the category over the
next 12 to 18 months. Consequent-
ly, the category has lower space
elasticity. Retailers should take
stock of how the category shakes
out during that span before and
allocating more shelf space.

Second, keep supporting the
broad-based brands such as Na-
ture’s Bounty and Nature Made.
These are the labels that have the
most appeal to the core vitamin
shoppers, and they have posted
the most consistent growth over
the last five years. They continu-
ally make modest but effective
innovations in strength, package
size and product forms that gener-
ate incremental sales.

US Nutrition has also main-
tained its aggressive promotional
and marketing support for its
brands, and its results show the
benefits of this support.

Third, do not let up on promo-
tions. Maintain the same deep
promotional price points in order
to retain marginal users that may
otherwise leave the category.

Historically, the category has
been fairly resilient against short-
term shocks, so we believe sales
growth will resume in 2013. For
2012, though, a change in strategy
is in order to maintain VMS as a
strong and profitable category.

Dr. Kurt Jetta is founder and CEO
of TABS Group ( www.tabsgroup.
com ), aleading provider of research,
data analysis and consulting ser-
vices to the fast-moving consumer
goods industry and to financial
services firms. He can be reached at
kurtjetta@tabsgroup.com.




