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Club Organic Products — 2020 Analysis

Organic merchandise is a growing component of each club’s product assortment ¥ =3 N

(see picture on the right from Costco of a 30-ounce container of Universal Bakery f & s WISSIE BITES &3 N
organic Aussie bites for $9.99). In 2012, organic merchandise, on average, - -IEBITES @ AUSSIEBITESHENN
represented 1.0% of the merchandise selection at each club (1.5% at BJ's, 1.3% at [&& : - ; -
Costco and 0.2% at Sam’s Club). In 2020, organic merchandise, on average,
represented 2.8% of the product assortment at each club (5.0% at Costco, 2.9% at |
BJ's and 1.1% at Sam’s Club). On an annual basis, the organic selection at each
club is reviewed and analyzed to provide a perspective on how club buyers are |
approaching organic merchandise. The following article includes five sections: |~ 1
background data, buying strategy, overall assortment, location observations and ]
online observations.

Background Data

Costco—Universal Organic Aussie Bites

The organic product data and pictures for this analysis were gathered in July, 2020
at BJ's, Costco and Sam'’s Club locations in Massachusetts and New Hampshire. The following background information
covers four topics: organic determination, national takeaway, data accuracy and retail pricing.
____ .
1068 1" Organic Determination — Only items that have the USDA organic seal were
o | included in this analysis (see picture on the left from BJ's of a case of ten 4.22-
ounce pouches of Happy Tot organic baby food with five each of carrot banana
and spinach apple for $11.99).

National Takeaway — WCF has visited numerous clubs nationally and
internationally over the past 24 years. One of the lessons we learned is that
while there are differences within each club operator from state to state and
region to region, the merchandise assortment of most of the departments and
categories in the club channel are similar across the country. Given that
finding, the data and analysis in this issue are sound representations of the
overall club industry.

BJ's—Happy Tot Organic Baby Food

Data Accuracy — The information and data in this issue should be used as a
guide to planning, understanding and evaluating your club business. While extensive efforts are made to assure the
accuracy of the data, no guarantees can be made. BJ's, Costco and Sam’s Club do not endorse the data presented in
this article. WCF made every effort to ensure that all appropriate products were included. Out-of-stock merchandise
would have affected the SKU data within this issue.

Retail Pricing — The retail prices in this article do not include coupons. When
comparing club retail pricing, the only equitable method is to use a non-discounted
retail price.

Buying Strategy

Stocking organic merchandise benefits the clubs in six ways:

1. Quality — Organic merchandise reinforces a member’s perception of a club’s
focus on product quality (see picture on the right from Sam’s of a 52-ounce box
of Kashi organic cinnamon harvest cereal for $7.98).

2. Transaction — Organic merchandise is more expensive to produce resulting in
higher retail price points helping to increase a club’s average transaction.

. . . . . Sam’s—Kashi Organic Cinnamon Cereal
3. Savings — Non-club retailers who sell organic merchandise likely generate

higher than normal merchandise gross margins on these items enabling the clubs to offer a larger than normal
savings on comparable products.
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4. Treasure Hunt — By constantly rotating organic items in their buildings throughout the year, warehouse club buyers
contribute to the “treasure hunt” atmosphere in the locations. Members recognize these items may not be in stock
the next time they shop at their local club and a “buy it now” attitude is created increasing initial sales for these
products.

For example, Costco stocked a case of eighteen 4-ounce cups of Golden Farms organic pineapple sauce for $11.99
(see picture on the right).

5. Exclusivity — Because the number of organic items stocked in the
club channel is still small and the number of potential organic items in

the world is large, club buyers are able to request exclusivity when | : -GO'I-"DEN :
negotiating with potential suppliers. Of the 400 organic SKUs S
stocked at all three clubs, only 12 products with the same brand and [§

in the same package size were stocked by two clubs and just four SAUCE
items with the same brand and in the same package size were | ! v KONERIENRD & M

stocked by all three clubs. & 18 CUPS

Additionally, club private label brands (Wellesley Farms at BJ's, e
Kirkland Signature at Costco and Member's Mark at Sam’s Club) play Costco—Golden Farms Organic Pineapple Sauce

an important role in each club’s private label assortment and each

club’s desire to stock exclusive merchandise. Wellesley Farm organic items represent 42% of BJ's total organic
selection. Member’'s Mark organic items represent 31% of Sam’s total organic assortment. Kirkland Signature
organic items represent 28% of Costco’s total organic selection.

6. Sales — Club buyers are very focused on sales productivity. If an item does not meat certain sales thresholds, it will
be deleted. The simple fact that each of the three clubs not only stock organic merchandise but continue to rotate
that selection and continue to increase their overall organic assortment means organic items are generating
sufficient sales to remain as active SKUs.

Overall Assortment

The chart on the right shows the number of organic SKUs by category for each club in 2012, 2015, 2018, 2019 and
2020. The chart also includes the total number of SKUs, the percentage of organic items at each club, the number of
private label organic items at each club in 2019 and 2020 and the private label percentage of overall organic items in
2019 and 2020.

BJ’s — BJ's organic assortment increased each year from 102 items in 2012 to 131 products in 2015 to 140 SKUs in
2018 to 152 items in 2019 to 170 products
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organic items. Costco’'s organic s
assortment increased each year from 50
items in 2012 to 110 products in 2015 to 149 SKUs in 2018 to 173 items in 2019 to 178 products in 2020. The
percentage that organic items represented of Costco’s overall assortment is the highest among the three clubs in this
analysis and increased each year from 1.3% in 2012 to 2.9% in 2015 to 4.2% in 2018 to 4.9% in 2019 to 5.0% in 2020.
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The number of Kirkland Signature organic items decreased from 53 in 2019 to 49 in 2020 and the percentage those
products represented of Costco’s overall organic selection decreased from 31% in 2019 to 28% in 2020.

Sam’s Club — Among the three club operators in this analysis, Sam’s stocked the fewest organic items. Sam’s organic
assortment varied from year to year with 8 items in 2012, 83 products in 2015, 56 SKUs in 2018, 48 items in 2019 and
52 products in 2020. Among the three club operators in this analysis, Sam’s percentage that organic items represented
of its overall assortment varied from year to year: 0.2% in 2012, 1.5% in 2015, 1.1% in 2018, 0.9% in 2019 and 1.1% in
2020.

The number of Member’s Mark organic items decreased from 21 in 2019 to 16 in 2020 and the percentage those figures
represented of Sam’s overall organic selection decreased from 44% in 2019 to 31% in 2020.

Observations — Locations
The following are observations from most of the categories where WCF observed organic products.

Bakery — One of the items stocked by all three clubs was a package of two 27-ounce loaves of organic 21 grain bread
from Dave’s Killer Bread for $7.79 at Costco, $7.84 at Sam’s and $7.99 at BJ's. BJ’s selection also included: a package
of two 27-ounce loaves of organic good seed bread from Dave’s Killer Bread for $7.99, a package of two 6-ounce
Wellesley Farms organic French baguettes for $2.99 and a 16-ounce Wellesley Farms organic multigrain bread for
$2.99.

Candy, Snacks — All three clubs stocked Late July organic multigrain sea salt tortilla chips. BJ's stocked a 16-ounce
bag for $4.99 or 31-cents per ounce, Sam’s stocked a 16-ounce bag for $4.48 or 28-cents per ounce and Costco
stocked a 28-ounce bag for $6.59 or 24-cents per ounce.

BJ’'s organic snack selection included: a case of thirty-six 1-ounce bags of organic bunny-shaped snacks (18 each of
cheddar and graham cracker) from Annie’s for $12.99, a 14-ounce bag of Hippeas organic vegan white cheddar
chickpea puffs for $6.99 and a 17-ounce container of Wellesley Farms organic trail mix for $5.99.

The four organic candy items at Costco included: a package of thirty 0.5-ounce organic chocolate keto snaps from
Chocxo for $9.99, an 18-ounce bag of organic dark chocolate nuggets from Inno Foods for $10.69, a 24-count box of
organic layered fruit bars (12 each of pineapple and strawberry banana) from Pure Organic for $10.99 and a 20-ounce
bag of organic dark chocolate (70% cacao) mini bars each with almonds, cashews and cranberries from Taza Chocolate
for $11.99.

Costco’s organic snack assortment included: a 12.5-ounce bag of Annie’'s organic cheddar cheese smile snacks for
$5.49, a 21-ounce bag of Frito Lay organic white cheddar Sun Chips for $6.99, a 22-ounce bag of organic pumpkin
seeds from Harvested for You for $8.99, a 25-ounce bag of Inno Foods organic coconut bites for $8.49 and an 11-ounce
bag of Tropical Fields organic coconut rolls for $7.99.
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Cooler — BJ's and Costco stocked Byrne Hollow organic whole milk in different package sizes. BJ's stocked a 64-ounce
bottle for $4.99 or 7.8-cents per ounce and Costco stocked a package of three 64-ounce bottles for $10.49 or 5.5-cents
per ounce.

BJ’s organic cooler selection included: a package of two 13-ounce containers of Earth Balance organic butter spread for
$7.99, a 32-ounce carton of Horizon organic half and half creamer for $3.79, a 64-ounce bottle of Horizon organic
lactose free whole milk for $4.29, a bag of twenty 1-ounce organic mozzarella sticks for $11.99, a package of two 16-
ounce cartons of Pete & Gerry’s organic liquid egg whites for $7.99 and a 32-ounce container of Stonyfield organic
whole milk yogurt for $3.79.

Costco’s organic cooler assortment included: a case of twelve 5.3-ounce cups of Kirkland Signature organic Greek
yogurt (four each of black cherry, vanilla and lemon) for $9.99, a case of eight 16-ounce bottles of Kirkland Signature
organic kombucha for $13.59 and a case of twelve 5.5-ounce cups of organic whole milk yogurt (six each of strawberry
and coconut) from Liberte for $13.69.

Deli — BJ's organic deli assortment included: a 20-ounce package of organic uncured beef hot dogs from Applegate for
$10.99, a case of ten 2-ounce cups of organic guacamole from Cabo Fresh for ge= - -
$9.99 and a 12-ounce package of organic feta cheese from Stella for $5.99.

The organic deli selection at Costco included: a 32-ounce package of Amylu
organic lItalian meatballs for $13.99, a 28-ounce container of Don Lee organic i 4
vegetable bites for $9.99, a container of twelve 3-ounce organic vegetable burgers &, > ORGANIC <
with sweet potatoes and sunflower seeds from Don Lee for $12.49, a case of | : A\IUBADU ;
sixteen 2-ounce cups of Good Foods organic avocado mash for $14.99 (see | &
picture on the right), a 38-ounce container of Rana organic chicken alfredo [f| IS
tagliatelle for $12.99, a 50-ounce bottle of Wildbrine organic sauerkraut for $8.69 |} % W - 551 SALT 6 BLACK PEPER -
and a package of three 9-ounce containers of Plainville Farms organic sliced |Fg :

turkey breast for $13.79. 20 C,,g';gR'ES

Freezer — BJ's and Costco stocked organic vegetable potstickers from Bibigo. fg
BJ's stocked a 32-ounce bag for $8.49 or 27-cents per ounce and Costco stocked
a 48-ounce bag for $10.59 or 22-cents per ounce. BJ's also stocked eight 3.525-
ounce packages of Sambozan organic acai superfruit for $9.99. CoStcO alSO TN R Kot T e
stocked: a 64-ounce bag of organic pineapple chunks from New Organic for $7.99,
four 1-pound bags of Maas River organic brussel sprouts for $8.99 and a 48-ounce bag of Maas River organic
cauliflower tots for $9.69.

Fresh — Sam'’s organic fresh meat selection included: a 10-ounce organic New York strip steak from Pure Land America
(price not listed) and an eight-ounce organic tenderloin steak from Pure Land America (price not listed). BJ’'s organic
fresh meat assortment included: three 16-ounce packages of Verde organic ground beef for $18.99 and a 16-ounce
package of organic stew meat from Verde for $17.99.

Costco’s organic fresh food assortment included: a 3.19-pound container of Farm to Family organic ground turkey for
$5.49 per pound, a 6.33-pound container of Kirkland Signature organic chicken party wings for $2.99 per pound, a 4.96-
pound container of Kirkland Signature organic chicken drumsticks for $1.79 per pound, a 4.86-pound container of
Kirkland Signature organic chicken tenderloins for $4.99 per pound, a 5.7-pound container of Kirkland Signature organic
chicken thighs for $4.49 per pound and four 16-ounce packages of Kirkland Signature organic ground beef for $19.49.

Dry Grocery — The largest number of organic items in the club channel is in the dry grocery department. Costco’s 78
organic dry grocery items represented 44% of its total organic selection. BJ's 57 organic dry grocery products
represented 34% of its total organic assortment and Sam’s 32 organic dry grocery SKUs represented 62% of its total
organic selection.

BJ’s organic dry grocery assortment included: a five-pound bag of King Arthur organic all purpose flour for $9.59, a 24-
ounce bottle of Sir Kensington organic mayonnaise for $6.99, a 20-ounce bag of Wellesley Farms organic salad topping
with cranberries, sesame straws, pepita and walnuts for $7.99, a 56-ounce bottle of Wellesley Farms organic natural
coconut oil for $9.99, a case of six 14.5-ounce cans of Muir Glen organic diced tomatoes for $7.99, a case of six 1-
pound boxes of Barilla organic pasta (three each of penne and spaghetti) for $9.99, a package of three 32-ounce
containers of Swanson organic free range chicken stock for $8.99 and a 10.8-ounce bottle of Wellesley Farms organic
Saigon cinnamon for $4.99.
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BJ's also stocked a grocery-sized package of organic pasta: a 6-ounce box of Wisconsin Finest organic cheddar shells
for $1.99.

The organic dry grocery selection at Costco included: a case of eighteen 8- |5
ounce containers of A2 organic whole milk for $13.59, a package of two 96-
ounce bottles of Apple & Eve organic orange mango juice for $8.49, a package
of three 32-ounce bottles of Classico organic pasta sauce for $8.49, a 60-ounce
bottle of Del Destino organic sliced mangoes for $7.79, two 1.1-pound
packages of Explore Cuisine organic edamame spaghetti for $8.99, a package
of two 25-ounce bottles of Paesana organic tomato basil pasta sauce for $6.99 &
(see picture on the right), a 128-ounce bottle of Langers organic mango nectar

juice for $5.99, a 2.5-ounce bottle of McCormick organic oregano for $3.99 and
a package of two 96-ounce bottles of Old Orchard organic blackberry lemonade
for $5.99.

Sam’s organic dry grocery assortment included: a 128-ounce bottle of Braggs
organic apple cider vinegar for $16.98, a 30-ounce bag of Mash Up organic
dark roast whole bean coffee from Peru, Colombia and Honduras for $14.98,
an eight-ounce bottle of Member’s Mark organic cayenne for $6.77 and an eight-ounce bottle of Member’'s Mark organic
cumin for $7.64.

Costco—Paesana Organic Pasta Sauce

Produce, Juice — The organic produce and juice assortment at BJ's included: a 52-ounce bottle of Bolthouse Farms
organic carrot juice for $5.49, a 16-ounce container of Driscoll’s organic blackberries for $3.49, a 24-ounce bag of
organic green beans from Pero Family Farms for $5.99, a 32-ounce bag of Pero Family Farms organic mini sweet
peppers for $6.99, a 20-ounce bottle of organic minced garlic from Spice World for $4.49, a package of two Sunset
organic seedless cucumbers for $3.99, a five-ounce container of Wellesley Farms organic baby arugula for $2.79, a 16-
ounce container of Wellesley Farms organic spring mix for $3.89 and a 16-ounce container of Wish Farms organic
strawberries for $3.19.
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Costco’s organic produce and juice selection included: a 40-ounce bag of organic celery sticks from Dandy Organic for
$5.49, a 48-ounce container of Divine Flavor organic jelly berry candy line black seedless grapes for $8.99, a 16-ounce
container of Josie’s Organics organic spinach for $3.89, an 18-ounce container of Rainier organic blueberries for $5.99
and a 24-ounce bag of Ready Pac organic smoky sunflower crunch salad kit for $6.99.

The organic produce and juice selection at Sam’s Club included: a five-pound bag of organic whole carrots from Bunny
Luv for $3.48, a case of six 16-ounce bottles of GT's Living Foods gingerade kombucha for $14.98, a 16-ounce
container of Josie’s Organics organic 50/50 lettuce blend for $4.98 and a 16-ounce container of Pure Pacific organic
baby spinach for $4.98.

Observations — Online

The following are some of the online-only organic items observed on each club’s web site. The online retail prices
included shipping and handling. If an item’s retail price does not include shipping and handling, the phrase “plus
shipping” will appear in parenthesis after that retail price.

Sam'’s Club offers free shipping and handling on many online items for its premium “plus” members. However, for the
purposes of this article, shipping and handling is only included in the retail price for Samsclub.com items if it was
available for all members. For example, if a Samsclub.com item included shipping
and handling for “plus” members only, the “plus shipping” phrase was included in
the item description.

Costco.com — Some of the online-only organic items at Costco.com included:
two cases of Plum Organics organic baby food (each case had six 4-ounce
pouches of apple and broccoli and six 4-ounce pouches of peach, banana and
apricot) for $34.99, a package of two 30-ounce bottles of Hoody's organic honey
cashews for $36.99 (see picture on the right), a 12-piece crate of organic pears| .= -
(six) and organic apples (six) from The Fruit Company for $59.99, a package of
two 10.4-ounce bottles of Kinders organic buttery steakhouse seasoning for| * ORGANIC !
$24.99, a 180-count bottle of Smarty Pants organic women’s multivitamin| HONEY CASHEWS £l
vegetarian gummies for $24.99, a five-pound bag of Ruta Maya organic dark roast (7 -
whole bean coffee for $41.99 and a ten-pound bag of Manitou organic blue corn
masa flour for $27.99.

Other Costco.com organic products included: a package of two 32-ounce organic | |~
turkey jerky dog treats from Chewmaster for $47.99, a 11.67-pound pail of
GloryBee organic raw clover blossom honey for $49.99, a case of twelve 16- e il o2
ounce packages of Stonewall Kitchen organic Italian pipe rigate pasta for $42.99, Costco.com—Hoody’s Organic Cashews
ten 1-pound packages of frozen organic ground beef from Rastelli Market for
$99.99, a case of six 25.4-ounce bottles of Napa Valley Naturals organic extra virgin olive oil for $59.99 and two 4-pound
packages of frozen organic grass fed filet mignon tenderloin roasts from Rastelli Market for $249.99.

Samsclub.com — The online-only organic items observed at Samsclub.com included: a case of twenty-four 3.2-ounce
pouches of Materne GoGo Squeez organic applesauce (six each of apple, banana, cinnamon and strawberry) for $13.78
(plus shipping), a case of twenty-four 3.2-ounce pouches of Member’s Mark applesauce for $9.97 (plus shipping) and a
case of twelve 3.5-ounce pouches of NurtureMe organic fruit and vegetables (three each of apple pumpkin beet, carrot
mango apple, banana pumpkin celery and pear pea spinach) for $12.98 (plus shipping).

Customized On-Site Seminars

Bringing our knowledge, expertise and analysis to you

Wal-Mart Heineken Citigroup Call us, 617-770-0102, to learn how
Sam’s Club PriceSmart Ben & Jerry's this program can benefit your
Coca-Cola Cost-U-Less Lifetime company just like the ones on the left.



http://www.clubintelligencecenter.com/index.php?z=sems

July 31, 2020 FEATURE

BJs.com — The only online organic item observed on BJs.com that was not stocked at its club locations was a case of
fifty 0.62-ounce packages of YumEarth organic tropical fruit snacks for $39.99 (plus shipping).

OBSERVATIONS

WCF’'s business is the warehouse club industry. To that end, WCF is constantly accumulating
information about the industry via phone conversations, warehouse visits, industry publications and
manufacturer meetings. This section is WCF’'s attempt to disseminate that information to the club
industry in an ethical and protective manner.

e According to a July 29, 2020 report from Turnto10.com (the NBC television affiliate in Providence, Rhode Island),
Costco may open a club in Cranston, Rhode Island. The location is on the outskirts of the Providence metropolitan
area. It would be Costco’s first location in Rhode Island. BJ’s operates three locations in Rhode Island. Sam'’s did
operate clubs in Rhode Island, but they have since been closed. The proposed Costco location is in-between the
three BJ's locations and is approximately five to seven miles from each. Based on its population of 1.1 million, the
state of Rhode Island could support an additional one to two club locations.

e According to a July 28, 2020 report from Jerseydigs.com, BJ's may open a club in Wayne, New Jersey at the
Willowbrook Mall. BJ's operates 23 locations in New Jersey compared to 20 clubs for Costco and seven locations
for Sam’s Club. The proposed location is approximately seven to eleven miles from four BJ's locations, 14 miles
from a Sam’s Club, one mile from a Costco location in Wayne and seven to nine miles from two additional Costco
locations.

e According to a July 28, 2020 report from Golf.com, Costco may be adding to its Kirkland Signature private label golf
club product line. Costco recently introduced and sold a Kirkland Signature putter. According to the report, three
Kirkland Signature wedges (52, 56 and 60 degrees) now appear as “approved for play” by the United States Golf
Association. The wedge manufacturer is listed as Southern California Design Company. A potential release date
for the wedges is still not known.

e According to a July 23, 2020 press release, BJ's hired Monica Schwartz as senior vice president and chief digital
officer. Schwartz will be responsible for BJ's digital business and will report directly to Lee Delaney, BJ's president
and chief executive officer. Most recently, Schwartz was vice president of online merchandising at Home Depot.
Delaney said, “We remain committed to scaling our digital business and launching new offerings that deliver
convenience and delight our members.”

e According to a July 23, 2020 report from Theshelbyreport.com, BJ's will open two new locations in New York state in
early 2021. BJ's operates 43 locations in New York compared to 19 clubs for Costco and 12 locations for Sam’s
Club. One of BJ'’s locations will be in Long Island City. This building will have four BJ’s locations within five miles,
three Costco locations within four miles and one Sam’s Club that is seven miles away. The other BJ’s location will
be in Newburgh, New York. The building will have one BJ'’s that is eleven miles away and one Sam'’s Club that is 15
miles away. The closest Costco to BJ's in Newburgh is 33 miles away.

e According to a July 22, 2020 report from Producereport.com, Sam’s one-hour online delivery service in China is
being expanded to all its 26 locations in the country. The service includes approximately 1,000 items

e In 2016, BJ's replaced its food court operation in many club locations with Dunkin’ Donuts restaurants. In locations
where a Dunkin’ Donuts restaurant did not open, the food court space, generally, was left empty. Upon expanding
the concept to 26 BJ's locations in Connecticut, New Jersey and New York, Chris Baldwin, president and chief
executive officer of BJ's at the time, said, “We're excited to have Dunkin’ Donuts open in our BJ's Wholesale Club
locations through the Metro New York area. We've received great feedback from our members about the full service
locations that have already opened.” According to a July 30, 2020 report from Newsweek, Dunkin’ Donuts
announced it expects to close 800 locations by the end of 2020. This includes 450 locations that operate within
Speedway. The 800 closings represent 8% of national Dunkin’ Donuts locations and 2% of system-wide sales. The
majority of the rest of the 350 closings are “alternative points of distribution” that generate low sales volume. Upon a
recent visit to BJ's in Dedham, Massachusetts, WCF observed that the Dunkin’ Donuts location in this club location
was closed and all the fixtures and signage were removed. It's possible that additional Dunkin’ Donut locations
within BJ's may be closed as these do represent “alternative points of distribution” and, possibly, based on WCF
subjective observations since the concept was introduced in 2016, Dunkin’ Donuts did not seem to generate
sufficient sales volume for franchisees.







