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Two years into the pandemic, the grocery industry continues to be troubled by 
a confluence of factors that impact costs and inventory levels. Turbulence has 
always given rise to innovation, and the industry must prepare for a new era of 
grocery that looks different and improved from the pre-pandemic system. 

For years before COVID, consumers have driven the space. Heightened 
awareness around the health and environmental impacts of consumption 
translated to skyrocketing demand for new food products and personalization. 
A growing wave of ‘clean label’ and ‘natural’ consumer packaged goods (CPG) 
brands were ready to meet this demand, but the grocery supply chain was not 
set up to accommodate them, resulting in a persistent gap in supply. 

The pandemic accelerated the growth of digital commerce within grocery; 
additionally, the rise of experiential grocery and 15-minute grocery delivery 
solutions caused consumers not only to want the right products, but also to 
expect them faster. At the same time, ongoing labor shortages and inflation 
have constrained supply chains globally, making it even more difficult for 
retailers to keep shelves full, let alone with products consumers want.  

The grocery industry is on the verge of major reinvention, with huge 
macroeconomic shifts converging among brands, retailers, and food logistics. 
The industry in 2022 will be shaped by consumer expectations, as well as the 
brands, retailers, and supply chains that can successfully meet and sustain 
them. We hope this report sheds some light on the state of the grocery industry 
in 2021 and helps brands and retailers navigate the space in the year to come! 
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A. Moving Towards Continuous Resets and Optimizing Assortment 

To date, most retailers have discovered new products for their store on a periodic basis -- 
often at quarterly trade shows. However, this system of product discovery, category 
management and periodic category resets is ill fit for today’s consumer, who has more access 
to information and is accustomed to data-driven experiences.  

As consumer demand for personalization continues to skyrocket and emerging brands 
continue to respond with new innovations, trends will become more and more dynamic and 
specific to different demographics. As such, retailers must adapt existing processes to cater 
to personalization by continuously introducing novel products into their selections and 
responding sooner to consumer reception. In today’s logistics landscape, to avoid empty 
shelves, they must also be able to procure replacement products easily and fast when staple 
products are unavailable for allocation. 

Competitive pressures from high-growth, 15-minute delivery companies like GoPuff, Getir, 
and others, which are data-driven and technology enabled, are also forcing traditional 
retailers to upgrade to more continuous category resets. In the future, when we reach an 
equilibrium with quick delivery, and every retailer has some capacity to get products to the 
consumer’s doorstep, those who have the best, most relevant assortment of products at the 
right price will win. 

Continuous vs Periodic Resets (Traditional System) 
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B. Optimizing at the Store Level for Trends 

As retailers become more data driven in response to consumer demand, they must also 
optimize more at the store level for assortment and price rather than just at the banner level. 
In other words, not every store will have the same success with an assortment as others just 
because they are a part of the same chain. To maintain their competitive edge, retailers must 
be able to source products in a cost-effective manner regardless of volume, at the store level. 

Still, CPG trends gain momentum quickly, and even though assortments will differ store to 
store, consumers will expect to see products with specific qualities or characteristics present 
across an array of retailers. These are the trends we saw accelerating throughout 2021, which 
we expect to continue as we progress into the new year. 

Towards a more sustainable world 

The impact of the global climate crisis continues to weigh in on consumers. As more 
individuals answer the call for action by aligning their values and purchasing habits, we’re 
seeing shifts in both supply and demand. 

In 2021, we observed explosive growth on the supply-side to match this consumer demand: 

 
growth in new products with 
recyclable packaging 

 

increase in new products that are 
sustainably grown 

 
growth in new plant-based 
products 

 

increase in new products that 
employ regenerative agriculture 
practices 

 

12x 14x 

10x 9x 

With the traditional system, retailers are missing opportunities to meet 
consumer needs and win profit. For retailers to stay competitive, they must 

understand what is happening at the store level in real-time and respond to it 
more quickly and efficiently. 
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A more observant diet 
More than ever, health is a focus for the consumer. Increased interest and awareness of what 
comprises everyday diets has led to calls for greater transparency and accountability in 
labeling.  

These are the labels we see consistently in our most popular brands. 

 

T R I E D  A N D  T R U E :  

 

Gluten-Free - A food labeled “gluten-free” cannot be intentionally made with any 
amount of a gluten-containing grain (wheat, rye, barley, or their crossbred hybrids 
like triticale) or an ingredient derived from such grain that was not processed to 
remove gluten1.  

 

Dairy-Free - Products labeled as dairy-free are expected to have no detectable milk 
proteins or lactose to be present in the product. Milk is one of the Big Eight allergens 
required to be identified on U.S. food labels. 

 

Vegan - Products labeled vegan must not contain or be sourced from meat, fish, fowl, 
animal by-products, eggs or egg products, milk or milk products, honey or honeybee 
products, insects, or products from insects such as silk or dyes, or sugar filtered with 
bone char or be processed with any animal products or by-products. 

 

No Artificial Sweeteners - The popularity of “sugar-free” has led to alternative 
sweeteners that can be unnatural, unfamiliar, or artificial. Pressure on more 
transparent labeling for sweeteners has been intensifying. In a survey by the Sugar 
Association2 that garnered responses from more than 1,000 adults, 66% of 
participants said it was important for them to know how their food was sweetened. 

 

 

 

 
1 U.S. Food & Drug Administration, https://www.fda.gov/food/food-labeling-nutrition/questions-and-answers-gluten-free-food-
labeling-final-rule 

2 Sugar Association, June 2, 2020, https://www.sugar.org/wp-content/uploads/May-2020-Consumer-Findings.pdf 
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G R O W I N G  I N  P O P U L A R I T Y :  

 

Kosher - Kosher Certification is the stamp of kosher approval by a rabbinic 
agency verifying they have checked the products ingredients, production facility 
and actual production to ensure all ingredients, derivatives, tools, and machinery 
have no trace of non-kosher substances. 

 

Glyphosate Residue Free - Glyphosate is commonly found as an herbicide used 
in genetically modified crops. Glyphosate is also used as a desiccant on non-
GMO crops. 

 

Probiotic - An increasingly popular addition to foods and beverages, probiotics 
are live microorganisms that, when administered in adequate amounts, confer 
health benefits in digestion, immunity, cardiovascular health, etc. 
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With all the changes in the retail landscape, as well as new retail formats entering the market, 
there is increasing opportunity for innovative brands to claim space on retail shelves -- 
whether those shelves are virtual or physical. Ultimately, staying relevant in today’s time boils 
down to meeting consumer needs quickly, and demonstrating that to retailers. Regardless of 
how trendy a product is, brands that can reach the right retailers faster, consistently, and at 
the right price will win.  

Here are some strategies to keep in mind if you’re growing a brand in 2022 and beyond: 

 

1. Speed to shelf 

If there’s anything that the COVID-19 pandemic has taught the grocery retailers, it’s the 
importance of keeping shelves full. Retailers also care about innovating faster -- when they 
identify your product as a good fit, they want to bring it in as soon as they can. Products that 
can reliably and quickly make it to the shelf will also be more likely to retain placement. 
Ensuring your production and distribution is set up to support speed to shelf is fundamental 
to every brand’s success.  

Our data suggests that the number of out-of-stock products has grown 6% over the past year 
and an estimated 5% of annual revenue was lost for these brands as retailers switch to 
competing alternatives. The faster you can get products into stores, the faster you can step 
in as a reliable, competing alternative. 

 

2. The Right Price or the Right Promotions 

Inflation, spurred on by the supply chain crisis, has led to ongoing price hikes. Overall prices 
for food up 5.3% year over year in October3. This is understandable given the increasing costs 
of labor, production, and logistics, but IRI’s survey reports that 84% of consumers are 
concerned about food-cost inflation.4 Despite some inevitable price increases, in a price 
conscious world, brands must carefully control their costs where they can and set 
competitive prices in order to gain market share. If you do need to increase the price of your 

 
3 Consumer Price Index-October 2021 - Bureau of Labor Statistics, Nov 10, 2021, https://www.bls.gov › news.release › pdf › cpi 
4 Fresh Produce Sales Remain Ahead in First Half of 2021, June 2021, https://www.iriworldwide.com/IRI/media/Library/IRI-
Produce-Update-June-2021.pdf 



 

2021 STATE OF THE INDUSTRY REPORT  PAGE  9 / 14 
 

products, store-specific deals or promotions can be a great way to support your customers 
and retain long term margin. 

 

3. Retention and “Continuous” Expansion 

Retailers, in a bid to respond to the consumer, are requiring resets to their categories sooner 
than ever before. This presents valuable opportunities for brands to showcase their products 
in front of the right buyers and capture shelf space. At the same time, it can make it more 
challenging for newer brands to retain shelf space if products are not moving fast enough. 

To retain your placement, support your retailers with promotions and promote your retailers 
on your DTC marketing channels, even if it means cannibalizing some DTC sales, so that 
consumers can buy products in stores and help increase product turn. Lastly, recognize that 
your product won’t be a fit for every retailer that tries it. Anticipate possible retailer churn by 
consistently pursuing more doors and additional placement. 

 

4. Focus on Local  

With rising gas prices internationally putting a stranglehold on global shipping, businesses 
have turned to sourcing products locally to avoid international delays and respond to 
consumers’ growing desire to support local businesses. 56% of consumers are shopping 
locally or buying more locally made products according to a recent survey.5 This can present 
an advantage for brands in their local networks. Sourcing ingredients and packaging locally 
can also help brands avoid out of stocks with manufacturing and stay relevant to retailers 
across the country. 

  

 
5 Accenture, Aug 13, 2020,  https://www.accenture.com/us-en/insights/retail/coronavirus-consumer-habits 
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5. Understand the Fickle Consumer 

Loyalties are switching quickly with 36% of consumers trying new brands.6 Brands must stay 
on trend, innovate fast and get to market at an unprecedented rate in order to stay relevant. 
This means updating packaging, improving recipes and coming up with new product launches. 
Anticipate and define the changing palate of the consumer by incorporating the latest trends 
into your product lines. These are the top ingredients that performed on Pod Foods in 2021: 

 

Nuts: 2x growth in products containing nuts in our top 10 brands, with Almonds 
most used, followed by Cashews and Peanuts. 

 

Seeds: Most common seeds found in our best-selling products are Sunflower 
seeds, Water Lily seeds, Pumpkin seeds, Chia seeds and Quinoa. 

 

Sweeteners: Aside from Cane Sugar, Honey and Coconut Palm Sugar are used 
1.5x more than Stevia and 4x more than Xylitol. 

 

Flavoring: Tea infusions are found in almost 25% of our top selling products. 

 

  

 
6 Mckinsey, Aug 4, 2020, https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/the-great-
consumer-shift-ten-charts-that-show-how-us-shopping-behavior-is-changing 
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The global supply chain crisis started as a labor crisis; industries and businesses came to a 
halt as the country reacted swiftly in attempts to contain the impact from the pandemic. As 
workers took on alternative jobs or opportunities, reopening the economy remained a 
challenge as roles remained vacant and salary expectations rose. Additionally, pent-up 
demand for consumer goods led to significant constraints on manufacturing across all 
industries.  Lastly, driver shortages have long impacted the transportation/freight industry 
and the increased demand is creating a challenging situation.   

The intersection of the labor impact during the pandemic, elevated consumer demand, and 
insufficient freight supply has resulted in unprecedented volatility within the supply chain.  
Historically, the effects created by one of these problems could be absorbed. However, all 3 
combined have led to a wake-up call -- 87% of supply chain professionals say they will invest 
in more “resiliency” within the next two years7.  

The centralized grocery supply chain is situated within a larger macroeconomic picture. 
Consumer expectations are seemingly counter to the current capacity: 

 

 

 
7 Gartner Inc, Feb 10 2021, https://www.gartner.com/en/newsroom/2021-02-10-gartner-survey-finds-87-of-supply-chain-
professionals-plan-to-invest-in-resilience-within-the-next-2-years 

Brands must be agile and have back up plans to support their manufacturing. 
Distributors and retailers must be nimble and responsive to real-time changes, 
not only in consumer demand, but also in product availability and supply chain 

challenges.  
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Below, we have highlighted key themes brands and retailers must keep in mind when 
thinking about their place in the supply chain, throughout 2022 and beyond. 

 

Freight Costs 

Higher freight demand, driver shortages, and supply chain bottlenecks are leading to high 
freight costs, forcing shippers to cover the price hikes associated with procurement and 
sourcing. Coupled with spikes in gas prices, businesses are having to deal with increases in 
manufacturing costs as well as local and international shipping costs -- pallet costs are up 
over 400%.8 This is driven by demand and supply pressures with companies building up buffer 
inventory, competing for raw materials with other industries, and experiencing labor 
shortages and consequential production declines.  

Brands can navigate delays and spikes in costs by planning ahead and expanding carrier 
networks. Rising demand has led to common carriers putting embargoes on their service, 
choosing to only service specific routes.  

It is unlikely that they will be able to avoid delays for specific products and/or cost increases. 
Unless retailers have massive scale (such as Walmart), instead of trying to compete on price 
they may compete more and more on assortment to attract customers despite these 
challenges. An ability to reset the shelf quickly is also crucial when faced with out of stocks. 

 

Fill Rate 

Fill rate is the measure of the ability to meet customer demand at any given time. It is 
calculated by dividing the number of products delivered by the total number of products 
ordered. It is also one of the main deciding factors for whether a product stays on or off the 
shelves. 

To optimize for sales and reduce out of stocks, brands must know when and where to allocate 
their inventory. Transparency into store-level sales velocity, warehouse inventory levels, and 
fluctuating freight rates are essential data points required for production planning, and 
essential tools that enable a brand to keep their distribution up to speed with demand.  

 
8 Supply Chain Dive, May 20, 2021, https://www.supplychaindive.com/news/pallet-shortage-lumber-inventory-supply-chain-
produce-truck/600484/ 
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Retailers must understand suppliers’ in-stock information in real-time so they can plan and 
make quick decisions as needed. Visibility into out-of-stocks or deprioritized inventory 
allocation can help retailers predict lower fill rates and procure replacement products in time. 

 

Lead Time + On Time Delivery 

Lead time is the elapsed time from when a customer places an order to when they receive it. 
The increasing popularity of 15-minute grocery delivery companies is setting a new standard 
for delivery lead times that has ripple effects throughout the supply chain.  Additionally, it’s 
critical that goods are delivered when they are expected, otherwise this will result in out of 
stocks and/or unpredictable demand spikes for other similar items.   

As consumers continue to demand products at a faster speed than ever, brands must rise to 
the challenge of delivering products to their retail customers as quickly as possible. With 
shipping delays now the norm, brands have to rely on distribution partners that are able to 
deliver their products quickly and reliably -- at an affordable price. 

Retailers may consider dark-store solutions to be able to pick and pack orders faster and 
compete with consumer delivery services. 
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Pod Foods is a logistics and technology enabled B2B marketplace, connecting brands directly 
with retailers and built for the new era of grocery. We work with growing brands of all sizes as 
well as grocery retailers, including both traditional retailers and online delivery solutions. 

Find out how we can help you grow: 

Unparalleled Assortment of Products - Our unique business model allows us to support the 
most in-demand, latest-and-greatest brands and products that incumbent distributors 
cannot carry. We can also support established brands with full-service distribution, or forage 
for products that fit each store’s specific needs. 

Consolidated Order Fulfillment - Our proprietary, software-first, end-to-end logistics 
enablement helps retailers get products faster, in one delivery. Brands can grow their 
businesses and access the infrastructure needed to scale affordably. 

Transparency and Data - Full and free transparency into order and inventory management. 
Our matching capabilities and supply chain are data-driven, and customers can access real-
time sales insights through the platform and mobile app. 

Support and Resources to Grow - We have aligned incentives with our brands and retailers, 
and we are customer-service oriented. No hidden fees, no opaque practices. Grow with a 
dedicated account manager and the support of our team. 

 

Visit https://podfoods.co/ or contact hi@podfoods.co for more information. 
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