
Food Prices

May-August 1997

13

U .S. consumers of all ages are
involved in the trend toward
eating more healthful foods.

The health consciousness has
spawned a host of food offerings
lower in fat, higher in fiber, and
even produced without chemical
fertilizers or pesticides. This in-
cludes the baby food market, as the
health concerns of parents extend to
their decisions about what foods to
place before the newest family mem-
bers.

Some consumers perceive organic
products as a safe and healthy way
to avoid potential risks of exposure
to pesticide residues in foods. Sales
of organic baby food have been
steadily increasing, and in 1995
stood at over $25 million. This was
despite a price premium of 21 cents
per jar over regular baby food.
When it comes to purchasing deci-
sions about baby food, consumers
were also willing to pay more for
other product characteristics—
notably the lack of added fillers,
such as modified starches. Con-
sumers placed a positive value on
the protein and iron content and a
negative value on fat content in
baby food. 

These results are drawn from an
economic model developed by
USDA’s Economic Research Service
(ERS) to estimate what product
characteristics consumers consider
most important when they purchase
baby food. Economists have devel-
oped a characteristics demand
model where the price of products
in a category such as baby food can
be expressed as a mathematical
function of the level of different
characteristics observable in the pur-
chase decision (for example, fat
level, the presence of fillers, and
organic.) This mathematical relation-
ship allows researchers to estimate
consumer values or preferences for
various characteristics using market
prices and purchase data. This
method provides objective valuation
of characteristics because consumers
are revealing their preferences
through actual purchases, as op-
posed to focus groups or surveys
which provide subjective valuation
of characteristics. The model for this
analysis used scanner data reflecting
baby food purchases in U.S. super-
markets.

The finding that some consumers
are willing to pay a premium for
organic baby food is especially inter-
esting given that there has been no
national definition of organic foods.
The lack of national standards and
the sporadic certification of organic
producers has raised issues regard-

ing the value of the organic label.
The premium found in this study
can be used as an estimate of the
value of the organic label to baby
food purchasers.

What is Organic Baby
Food?

As yet, there is no national defini-
tion of what constitutes an organic
food product. The 1990 Organic
Food Production Act mandates
USDA to establish national stan-
dards for producing and marketing
organic agricultural products (see
“New Law Paves Way for Expand-
ing Organic Market,” elsewhere in
this issue). Presently, some organic
foods are certified under State and
private certification programs.
USDA expects to publish the pro-
posed regulations for organic crop
and livestock production, handling,
and certification procedures in the
near future.

Earth’s Best, the only national
brand of organic baby food sold in
the United States, uses its own certi-
fication program. Earth’s Best grow-
ers and producers are certified to
have not used synthetic pesticides or
fertilizers for 3 years.

Earth’s Best uses organically
grown and processed foods in its
product line; that is, crops produced
without the use of toxic pesticides
and synthetic fertilizers. Growers
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enrich their soil by using cover
crops, natural fertilizers, and com-
post coupled with crop rotation, bio-
logical controls, and botanical pest
controls. Post-harvest processing is
minimal to help maintain the nat-
ural flavors. Synthetic fumigants,
preservatives, and irradiation are
not used in their manufacturing
process. Earth’s Best states that the
meat and dairy products used in
their baby foods come from animals
which have been given no growth
hormones or antibiotics. 

Organic Baby Food
Market and Outlets Grow

In the United States, retail sales of
baby food exceeded $1.2 billion in
1995. Fruits and juices accounted for
40 percent of these sales (fig. 1).
Meats and combination meals were
second with slightly more than 27
percent of baby food sales, followed
by vegetables with nearly 14 per-
cent, desserts with slightly more

than 10 percent, and infant cereals
with more than 8 percent.

Supermarkets are the primary
retail outlet for baby foods in the
United States (supermarkets are
large grocery stores offering a vari-
ety of food and nonfood products
with annual sales of $2 million or
more). About 60 percent of baby
food fruits and juices are sold in
supermarkets. Another 25 percent of
baby food fruit and juice sales occur
in grocery stores (foodstores with
less than $2 million in sales, exclud-
ing club stores, specialty foodstores,
and drug stores). Grocery stores and
supermarkets account for about 90
percent of retail sales of baby food
fruits and juices. Sales for other
baby food product categories range
from 59 to 64 percent sold in super-
markets and 24 to 25 percent sold in
grocery stores. Desserts have the
smallest share of baby food sales in
supermarkets and grocery stores—
59 percent and 24 percent, respec-
tively. 

Despite their sales growth,
organic baby food sales account for
only 2.5 percent of the baby food
sold in U.S. supermarkets. However,
U.S. supermarket sales of organic
baby food increased nearly 2,200
percent between 1989 and 1995—
from $1.1 million to $25.1 million
(table 1). During this period, super-
market sales of all baby foods
increased 20 percent, from $888 mil-
lion to $1.1 billion.

Outlets for organic baby food
have been increasing. Earth’s Best
started in Vermont in 1988 and was
initially sold in health-food stores.
In 1991, their production facilities
and headquarters moved to Col-
orado and began expanding into the
national market. Heinz acquired the
company in 1996. In 1996, Earth’s
Best baby food was sold in about 45
percent of U.S. supermarkets and in
980 health-food stores in 49 States.

There are numerous smaller
regional organic baby food produc-
ers in the United States who market
their products in local foodstores
and food cooperatives. However,
they account for a very small por-
tion of organic baby food sales in
the United States.

Most organic baby foods are the
strained variety—processed to a fine
texture to be easier for infants to
digest. Organic products can also be
found in other baby food categories,
including cereal and meat products.
Some organic junior baby foods
(chunkier food for children ap-
proaching their first year) have
recently been introduced.

Consumers Pay a 21-
Cent Premium for
Organic Baby Food

Sales of organic baby food have
grown considerably in recent years.
Product lines of organic baby food
have also continued to expand.
Earth’s Best added organic junior

Figure 1

Fruits and Juices Dominated Baby Food Sales in 1995

Source: Supermarket Business, Sept. 1996.
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baby food to its product line in 1995,
while organic strained food, cereals,
biscuits, and juice have been on
supermarket shelves since 1989 or
1990.

The ERS analysis found that con-
sumers who purchase organic baby
food pay a 21-cents per jar premium
(a jar of baby food is considered to
be one serving) for the organic char-
acteristic over regular baby food.
This estimate is based on national
supermarket prices.

There are several possible reasons
for consumers being willing to pay
this type of premium. Consumers
may perceive that organic baby food
reduces potential health risks from
exposure to pesticide residues, or
may pay a premium for what they
perceive as better taste and nutri-
tion. The higher cost of some organ-
ic ingredients may account for a
portion of the premium. Organic
raw products may cost more to pro-
duce, and there is an additional cost
involved with the certification of
organic foods.

Other Characteristics
Important, But to a Lesser
Degree

Price differences among baby food
products reflect product differences
in addition to whether or not it is
organic. ERS’s economic model also
provides values for other character-
istics consumers perceive to be im-
portant, including the presence or
absence of added modified starch
fillers and nutrient characteristics
such as protein, iron, fat, and carbo-
hydrate levels (table 2).

Most baby food manufacturers
originally added sugar and salt to
their baby foods. 

However, some manufacturers
have been reducing added ingredi-
ents and others add no fillers.
Earth’s Best, for example, does not
add any fillers to baby foods.

Growing Healthy, a frozen baby
food product, does not add modi-
fied starches, refined sugars, or salt.
Gerber removed added ingredients
from many of its products in 1996,
and Beechnut adds refined sugar
and modified starches only to its
dessert products. 

Some consumers prefer not hav-
ing added fillers in the strained
foods they purchase, paying up to
2.7 cents more per jar for strained
baby foods containing no modified

starch or fillers. Modified starches or
fillers basically include the addition
of processed sugars or starches to
the food. This finding suggests that
the presence of fillers is a significant
factor in consumers’ purchasing
decisions. 

Customers in the study valued
only three nutrients in strained baby
food when they make their purchase
decision—iron, protein, and fat.
Consumers were willing to pay 0.7
cent per jar for an additional gram

Table 1

Supermarket Sales of Organic Baby Food Soar1

Year Organic baby foods All baby foods

Million dollars

1989 1.1 888
1990 5.5 952
1991 10.8 1,004
1992 14.3 1,036
1993 17.0 1,046
1994 20.9 1,055
1995 25.1 1,069

Note: 1Supermarkets are foodstores with $2 million or more in annual sales.
Source: Tabulated from supermarket scanner data.

Table 2
Organic Is a Major Characteristic Consumers Value in Baby Food

Characteristic examined Value to consumer1

Cents

Organic (present) 20.86
Protein (grams) .71
Iron (percent of RDA) .10
Fat (grams) -.71
No fillers 2.71
Calcium (percent of RDA) NS
Calories (number) NS
Carbohydrates (grams) NS
Serving size (ounces) NS
Sodium (milligrams) NS
Vitamin A (percent of RDA) NS
Vitamin C (percent of RDA) NS

Notes:  NS = Not significant. RDA = Recommended Dietary Allowance. 1The estimated
premium or discount consumers place on a unit of the characteristic in a jar of
strained baby food.



FoodReview

16

Food Prices

of protein in baby food. They are
also willing to pay 0.1 cent per jar
for an additional percentage of the
Recommended Daily Allowance
(RDA) of iron in baby food. 

Fat content was also found to be a
statistically significant factor for
baby food purchases. Consumers
discounted each additional gram of
fat in a serving of strained food by
0.7 cent when they purchased baby
food. 

Other nutrients, including carbo-
hydrates (independent of whether
the product does or does not contain
fillers), sodium, and vitamins were
not significant factors affecting baby
food purchases. This result suggests

that consumers either did not have
sufficient information to include
these characteristics in their pur-
chasing decision, or simply that the
characteristics were not relevant to
their purchase decision. The latter is
more plausible since mandatory
nutrition labeling on baby food pro-
vides information on nutrient con-
tent. Also, baby food is not the only
source of nutrients for infants. Baby
foods are basically used to start
infants on solid foods. Breast milk
and infant formula provide many

nutrients in adequate amounts to
sustain infants.
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The Economic Research Service,
USDA’s economic and social science
research agency, produces a wealth of
information, data, and analysis on farm
commodities, the farm economy,
agricultural trade, natural resources,
food marketing and nutrition, and the
rural economy. Material is updated and
new reports are added continually. 

Visit our Web site at:
http://www.econ.ag.gov

Visit ERS on the 
World Wide Web

What you’ll find on the ERS Web site

• About 1,300 files, updated frequently, including nearly 200 graphics
files—charts and tables

• Recent issues of Agricultural Outlook, Food Review, Rural
Development Perspectives, and RCaT and reports in Adobe Acrobat
PDF format, recreating the appearance of the printed documents  

• Immediate access to ERS data products (about 10,000 data files,
mostly in Lotus), and situation and outlook reports on key farm
commodities (nearly 300 documents published since January 1995)  

• Briefing rooms with information and data on Farm Business
Economics, Food Safety, Agriculture and Water Quality, the Rural
Economy, selected commodity analyses, and other topics

• A complete catalog of ERS reports and other products; names, phone
numbers, and e-mail and addresses of all ERS subject specialists.
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