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Linking Agriculture to the Economy

Improving Supermarket
Sales of Organic Produce

T4 4 he Bloom Is Off Organic
Produce Sales" announces
the headline in the food sec-

tion of a major newspaper. And super-
market sales agree.

After a surge in sales following the
Alar apple scare, organically grown prod-
ucts are losing consumers' approval at
the marketplace. Some supermarkets
have stopped restocking their organic
produce shelves and others are consider-
ing this possibility. Even Raley's of Cali-
fornia, an initial promoter of organic
produce, considers it a failure. Raley's
now plans to focus on conventionally
grown fresh produce certified by a pri-
vate laboratory to be free of pesticide res-
idues.

Sustained growth of sales of organic
produce in supermarkets requires more
than periodic scares about the dangers of
eating foods grown with pesticides.
Sales of organic produce are victim to
high prices and some consumer dissatis-
faction with quality. Increased sales will
require merchandising which targets the
larger market of food safety or health
conscious consumers. Past marketing ef-
forts have focused on the smaller "envi-
ronmentally concerned" consumer
market. To satisfy this market, much ef-
fort and planning went into developing
procedures for setting official national or-
ganic production standards (see "Con-
gress Mandates National Organic Food
Standards" elsewhere in this issue). The
new national standards may allow or-
ganic foods to be marketed as "organic"
yet contain pesticide residues.
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Such a situation, if allowed, lessens the
attractiveness of organic fresh produce to
food safety/health conscious consumers.

Proper Merchandising
Is a Must

Poor supermarket sales are disappoint-
ing to proponents of organically grown
fresh produce. Several studies have
found that 70 to 80 percent of the con-
sumers are expressing concern about pes-
ticide residues. Organic proponents fault
supermarket practices rather than fading
consumer interest for decreasing super-
market organic produce sales. They
claim that improved product display and
better promotions would improve super-
market sales. Boston's Bread and Cir-
cus, a specialty supermarket, is an
example of successful organic merchan-
dising. Bread and Circus organic fresh
produce sales average 35 percent of total
fresh produce sales, an unusually large
share of sales for supermarkets handling
organic produce. They have achieved
these sales by targeting their marketing
efforts to consumers who are determined
to buy organic produce despite higher
prices.

While better merchandising includes
proper product display and advertising, it
is more than setting up displays and an

the availability of organic fresh
produce. Better merchandising involves
delivering the desired product at a reason-
able price. No amount of advertising
will generate large sales if the product is
priced too high or if it is not what the
public wants. Therefore, better merchan-
dising begins with analyzing consumer
preferences for organic produce.

The Organic Produce
Market Is Segmented

Because the perceived benefits of or-
ganic produce differ, the market is not ho-
mogeneous. There are three target
markets—environmental, health, and
taste conscious consumers. While the
three markets are not necessarily mutu-
ally exclusive, they do require separate
merchandising efforts.

The environmental perspective fo-
cuses on the absence of petrochemical
pesticides and fertilizers in the produc-
tion process. Wildlife should not be
threatened nor groundwater contami-
nated by pesticides and fertilizers. And
by not using petrochemical pesticides
and fertilizers, organic production helps
conserve the earth's supply of petroleum.

Promotional efforts to encourage sales
among environmental consumers should
guarantee that no petrochemical pesti-
cides or fertilizers have been used in the
production, storage, or processing of the
fresh produce. Offering information on
how organic production protects the envi-
ronment would reinforce consumers'
commitment to buying organically
grown foods.

Consumers with health and nutritional
concerns see different benefits for organi-
cally grown fresh produce. For some,
the fear of carcinogens is enough to pro-
voke a general antichemical sentiment.
These health-concerned consumers are
unwilling to tolerate even minute levels
of chemicals in their food. Because of
chemical drift and pesticides already in
the soil, organically grown fresh produce
can contain pesticide residues. Assur-
ances that no chemicals were used in or-
ganic production is not enough for
health-conscious consumers. They want
guarantees of no pesticide residues.
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Taste is still another reason why con-

sumers may prefer organically grown
fresh over conventionally grown pro-
duce. Some feel that fresh produce,
grown without chemicals, ought to taste
better. Others realize that taste of organi-
cally grown fresh produce may be more
of a function of location and variety. Or-
ganic growers are often small-scale pro-
ducers who sell their produce in nearby
cities. This allows growers to select vari-
eties for flavor, as opposed to handling
ability for long shipments. Growers can
also harvest at a riper, more flavorful
stage of maturity. For those who want
better tasting foods, local production and
date of harvest are important to promote.
Offering free taste samples encourages
purchases of organic produce among
taste-sensitive consumers.

Research-Based Marketing
Merchandising strategy includes mar-

ket information about consumers' desires
and preferences. For example, when
product testing is featured, consumers
might have definite preferences for who

Consumers interested in organic
produce usually buy at specialty
markets because supermarkets are
either not stocking it or are not
promoting sales.

tests and certifies. Equally important is
information on the quality features, such
as taste and appearance, that consumers
expect and on the prices they are willing
to pay for organic produce.

To provide information for improved
merchandising, Georgia consumers were
surveyed (see box). They rated their
food concerns and described their prefer-
ences for organically grown fresh pro-
duce. Their top food concern was
pesticide use. Consistent with their con-
cerns, 60 percent of the consumers pre-
ferred organically grown over
conventionally grown fresh produce.
Their primary reason for preferring or-
ganic fresh produce was their belief that
it was free of pesticide residues (figure
1). Environmental concern was the sec-
ond most important factor. Better taste
was a distant third.

Other findings from the survey rein-
force that consumers are concerned about
pesticide residues and that they prefer or-
ganic produce because they believe it is
free of pesticide residues. Ninety-five
percent of those who said they preferred

organic produce also wanted it tested and
certified free of any pesticide residues.
When presented with a choice between
organic produce not certified pesticide
residue-free and nonorganic produce cer-
tified as being pesticide residue-free, 58
percent chose the nonorganic certified

The Georgia Consumer Survey
To obtain information about

consumers' interest in organic fresh
produce, a questionnaire was devel-
oped and administered by the Con-
sumer Information Management
System (CIMS) of the Georgia Ex-
periment Station, University of
Georgia. CIMS maintains a panel
of consumers for conducting food
demand research. Panel members
represent income groups and spe-
cific locations of Georgia consum-
ers. For the survey referenced in
this study, 389 of the 580 panel
members returned mailed question-
naires, a response rate of 67 per-
cent. The results are subject to less
than a 5-percent error rate at the 90-
percent confidence level.

The questionnaire was com-
pleted by the primary food shopper.
Sixty-eight percent of the respon-
dents were female. Seventy-seven
percent were white, which com-
pares to 74 percent of the State's
population. The respondents' me-
dian household annual income of
$25,000 matched closely the State's
median of $25,386. Less than 10
percent of the respondents were 25
years or younger. Among the other
age groups, 26-35, 36-45,46-60,
and 61 years or older, respondents
were evenly distributed. A greater
percentage of the respondents had
at least some college education than
the State as a whole, 48 vs. 28 per-
cent.

For more information on CIMS
see:
Huang, Chung L. and Sukant

Misra. "Designing a Data Sys-
tem for Consumer Research."
Agribusiness, John Wiley &
Sons, Inc., Vol. 6, No. 5, 1990,
pp. 515-524.

January-March 1991
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pesticide residue-free produce. Also, a
California survey reports that consumers
view being free of pesticide residues as
an important attribute of organic produce.

While almost all the Georgia respon-
dents felt that organic fresh produce
should be tested and certified free of any
pesticide residues, there were differences
of opinion as to who should do the test-
ing and certification. Forty-three percent
selected independent testing laboratories
as their top choice for testing and certifi-
cation. Government agencies were pre-
ferred by slightly more than 25 percent
of the respondents. Only about 17 per-
cent chose supermarkets or growers' as-
sociations.

The respondents were asked if they
would be willing to accept blemishes,
soft spots, or worm holes in their organic
fresh produce and the answer was an
overwhelming "no." Only one-quarter of
those who said they preferred organically
grown over conventionally grown fresh
produce said they would be willing to ac-
cept such quality defects.

Consumer resistance to large price
premiums for organic fresh produce re-
ported by supermarket managers is con-
sistent with our survey findings on
consumers' willingness to pay for or-
ganic produce. Of those who said they
preferred organic fresh produce, 41 per-
cent said they were unwilling to pay any
extra cost for it. Another 31 percent said
they would pay 5 percent more, and 19
percent expressed a willingness to pay a
10-percent premium. Only 9 percent
said they would pay price premiums in
excess of 10 percent.

Of the 60 percent who favored or-
ganic produce, only 5 percent purchased
it regularly. And only 11 percent wanted
all agricultural chemicals banned.

Surprisingly, while pesticide residue
ranked as Georgians' top food concern, it
was not considered their top food health
risk. In a separate question, respondents
considered eating foods high in choles-
terol, saturated fats, salt, or sugar to be
more harmful than eating fresh produce
grown with pesticides. The survey find-
ings that consumers are most concerned
about pesticide residues, but view eating
fresh produce grown with pesticides as
less of a health risk than eating foods
high in cholesterol, saturated fats, salt, or
sugar may seem inconsistent. A close
look, however, reveals important market

Figure 1. Consumers Prefer Organic
Fresh Produce Because They Feel It's
Residue Free

42%

38%

17%

Residue free

Naturally grown

Tastes better

Other reasons 3%

Source: Consumer Information Management System,

1989 Survey, Department of Agricultural Economics,
University of Georgia.

information for the successful merchan-
dising of organically grown fresh pro-
duce.

Obviously, farm chemical use in the
production of fresh produce concerns
consumers. This, however, does not
imply that they consider fresh produce
grown with pesticides as totally unsafe.
Lack of information and personal control
may influence consumers to rate pesti-
cide residues as their top food concern.
They may be more knowledgeable about
health risks involving fat, salt, and sugar,
and they have options to select individual
foods within a food group that are low in
these perceived undesirable properties.
But consumers have less control concern-
ing pesticides in their fresh produce.
They can either eat less produce or
choose produce that is certified pesticide
residue-free. Eating less goes against the
health recommendation to eat more fresh
produce. Thus, they are interested in
finding fresh produce free of pesticide
residues.

Consumers see organically grown
fresh produce as an alternative to conven-
tional produce. The impact of health
scares, such as Alar, appears to be only
transitory. Before permanently changing
their fresh produce eating patterns, con-
sumers obviously consider various fac-
tors individually and simultaneously.

First, the quality has to be up to their
expectation—no blemishes, soft spots, or
worm holes. Second, the price has to be
right, no more than 10 percent extra.
Third, consumers have to be absolutely
certain that the proclaimed benefits of or-
ganic produce are authentic. There must
be guarantees of no pesticide use or resi-
due. Finally, the proclaimed benefits of
organic produce need to match the ex-
pected benefits that consumers seek.
Thus, provide each target market with
the product they desire: no pesticide resi-
dues for food safety/health conscious
consumers, no pesticide use for environ-
mental consumers, and superior taste and
appearance for consumers concerned
with these qualities. •

References
Bnimback, Nancy. "Organically Grown

Produce: How to Tell If It's the Real
Thing." Produce Business, May
1990, pp. 38-43.

1989 Trends: Consumer Attitudes and
the Supermarket. Food Marketing In-
stitute, Washington, DC, 1989.

Women's Attitudes Toward New Food
Technologies. Consumer Research
Department, Good Housekeeping In-
stitute, New York, 1985.

Hammonds, Tim. "Public Attitudes To-
ward Food Safety." Agribusiness,
John Wiley & Sons, Inc., Vol. 1, No.
1, 1985, pp. 33-43.

Jolly, Desmond A., Howard Schutz,
Jagjit Johal, and Kathy Diaz Knauf.

Marketing Organic Foods in Califor-
nia: Opportunities and Constraints.
Sustainable Agriculture Research and
Education Program, University of
California, August 1989.

Ott, Stephen L., Chung L. Huang, and
Sukant K. Misra. "Consumers' Per-
ception of Risks from Pesticide Resi-
dues and Demand for Certification of
Residue- Free Produce." Economics
of Food Safety, Julie A. Caswell (edi-
tor), New York: Elsevier Science Pub
lishing Company, Inc., (Forthcoming
1991).

"The Bloom is Off Organic Produce
Sales." New York Times, September
12, 1990.

Zind, T. "The Year of Challenge." The
Packer Focus: Fresh Trends, 1990.
Vance Publishing, Overland Park, KS,
1990, pp. 37-68.

8 Food Review


