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Charting the Costs of Food Safety 

Some Barriers 
to Organic Produce 

at the Wholesale Level 
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W hy is only a small pro
portion of all produce 
organically grown? One 

important factor may be that farm
ers would grow it only if enough 
consumers are willing to pay a 
higher price to compensate for the 
higher production costs. However, 
as organic farming methods be
come more advanced and experi
enced organic farmers become 
more adept at increasing yields, the 
additional costs would likely come 
down. 

But since surveys show that con
sumers state they are willing to 
pay significantly more for organic 
produce when it has the same cos
metic quality as conventionally 
grown produce, there could be 
other explanations for the small 
showing of organics in the food 
market. (See "Consumers Want Re
duced Exposure to Pesticides on 
Food," in this issue for more on 
consumers' willingness to pay to re
duce risks from pesticide residues.) 

Some suspect that an important 
constraint on the growth of or-

Payson and Lin are agricultural economists with 
the Resources and Technology Division, Economic 
Research Service (ERS), USDA, and Wertz is a for
mer ERS employee. 

ganics is a reluctance on the part of 
food companies to carry it. A re
cent survey of tomato handlers in 
the Mid-Atlantic region supports 
this belief. 

Professional Buyers 
Reveal Their Preferences 

Produce buyers for retail and 
wholesale companies were asked 
about their preferences for differ
ent types of fresh tomatoes they 
would purchase for their compa
nies. Three different types of toma-
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toes were reviewed: conventionally 
grown, organic, and pesticide resi
due-free (called PRF). The vast ma
jority of tomatoes are grown con
ventionally, in which a wide vari
ety of fertilizers and pesticides are 
often used. Organic tomatoes are 
grown using organic farming meth
ods which do not utilize synthetic 



Opinions of professional handlers could 
be an important constraint on the ex
pansion of the organic produce market. 
Their top concerns: low demand, short 
supply, and high discard rates. 

pesticides, fertilizers, or growth 
regulators. PRF tomatoes are 
grown conventionally, and are 
tested and found to be free of cer
tain pesticide residues (though 
they may not be free of all pesticide 
residues). 

The survey was conducted in 
the Mid-Atlantic region in three 
metropolitan areas: Washington, 
DC; Baltimore, MD; and Rich
mond, VA. Interviews were con
ducted in the professional buyers' 
own offices, where they were 
asked to use the same judgment 
that they would normally use in 
their regular jobs. A total of 33 in
terviews were conducted, of which 
30 were considered to have com
plete answers. No more than one 
participant for any given company 
was surveyed. 

For this article, comparisons are 
made between the answers of two 
types of buyers: those for compa
nies that handle organic tomatoes 
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but also may handle conventional 
tomatoes (called "organic" buyers), 
and those for companies that han
dle only conventionally grown 
tomatoes (referred to as "non
organic" buyers). The 16 organic 
buyers surveyed had very different 
preferences from the 14 nonorganic 
buyers. 

Price a Major Factor 
As suspected, organic buyers 

were willing to pay a high pre
mium for organic tomatoes (fig. 1). 
But surprisingly, nonorganic buy
ers would not pay as much for or
ganic tomatoes as they would for 
conventionally grown tomatoes, 
even if the cosmetic quality and 
availability were the same. Organic 
buyers also were willing to pay 
more for PRF tomatoes than for 
conventional tomatoes, but not as 
much for PRF as for organic toma
toes. Nonorganic buyers, on the 

Figure 1 

other hand, would pay about the 
same amount for PRF tomatoes as 
for conventional tomatoes. 

As expected, the buyers strongly 
preferred Grade 1 tomatoes over 
Grade 3 tomatoes, since Grade 1 to
matoes have much less damage or 
decay (see box on how grades were 
defined in the survey). Yet, organic 
buyers would spend nearly four 
times the price of Grade 3 conven
tional tomatoes to buy Grade 3 or
ganic tomatoes. Nonorganic buyers 
would pay only about half the 
price of Grade 3 conventional toma
toes for Grade 3 organic tomatoes. 

This difference between the two 
groups of professional buyers is 
less pronounced with regard to 
Grade 1 organic tomatoes, where 
there is a two-fold-rather than an 
eight-fold-difference. The differ
ences in how the two types of buy
ers value PRF tomatoes mirror 
those differences observed for or-

"Organic" Buyers Would Pay Much More for Organic Tomatoes
"Nonorganic" Buyers Would Pay Much Less 

Relative value perceived by different buyers for tomatoes 
(conventional Grade 3= l) 
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ganic tomatoes, although the gaps 
are much smaller. 

Marketing Factors 
Cited as a Constraint 

Produce buyers were asked 
questions about the relative impor
tance of various marketing factors 
hindering the supply of organic 
and PRF produce. Organic and 
nonorganic buyers generally 
agreed on the relative importance 
of 13 out of 17 factors considered 
(fig. 2). 

The two groups differed most 
when it came to perceived quality, 
with many of the nonorganic buy
ers citing inconsistent quality as a 
problem in the marketing of or
ganic and PRF produce. Organic 
buyers did not see this as an impor
tant constraint. 

The other areas of disagreement 
involved whether organic and PRF 
produce have a worse appearance 
than conventional produce, have a 
lower shelf-life, or impose addi
tional personnel costs. Of these, 
however, only the quality-consis
tency issue differed substantially 
(in terms of statistical significance) 
between the two groups of buyers. 

Among the market constraints 
agreed upon by both groups, five 
were regarded as particularly im
portant: low demand for organics 
by consumers, low demand by re
tailers, short supply, high discard 
rate (which could depend on both 
shelf-life and turnaround), and con
cern among retailers and wholesal
ers about the legitimacy of labeling 
(such as the reliability of the proc
ess by which produce is certified as 
organic). Of these, the last suggests 
a role for increased Government in
volvement in enacting and enforc
ing labeling and certification 
standards in organic and PRF mar
kets. However, as national stand
ards for organic certification 
become established, this last con
straint would have less impact. 
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Figure 2 

Suppliers' Opinions Limit the Market for Organic and 
Pesticide Residue-Free (PRF) Produce 

Importance 

Buyers feel that compared with 
conventional produce, organic 
or PRF produce tends to 
(factors listed in increasing order 
of agreement between buyers): 

O=lrrelevont 4=Extremely important 

Be inconsistent 1n quality 

Hove a worse appearance 

Hove low shelf-life 

Impose additional costs of personnel 
training for labeling and answering 

consumers· questions 

Not be demanded enough by retailers 
in terms of what they ore willing 

to pay 

Be in short supply 

Hove a higher discord rote 

Be unnecessary for wholesalers or 
retailers to maintain a competitive 

edge, or to maintain consumer 
confidence and loyalty 

Create obstacles to expansion , 
due to limited distribution 

Deter consumers from purchasing 
conventional produce , thereby 

reducing overall soles 

Impose additional managerial costs for 
maintaining and verifying a 

consistent supply 

Be limited in variety 

Couse concern among wholesalers 
and retailers about the legitimacy 

of their labeling. especially in 
States locking in well-defined 

certification procedures 

Require labor to keep it presentable 

Hove low sales volume per square foot 
of floor space 

Not demanded enough by consumers 
in terms of whoT they ore will ing to pay 

Create d ifficulties in receiving 
deliveries, because of tne 

reluctance of truckers to 
transport small loads 
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Grade 1 Versus Grade 3 Tomatoes 
USDA's Agricultural Market

ing Service establishes grades 
for the inspection of fresh fruit 
and vegetables. There are three 
grades of tomatoes (1-3), with 
Grade 1 being the highest in 
quality and Grade 3 the lowest. 
To make the survey manage
able, participants were only 
asked about two grades-1 and 
3. The main characteristics of 
these, as explained to the partici
pants, are: 

• For either Grade 1 or 
Grade 3, no more than 1 
percent of all tomatoes 
can be soft or affected 
by decay. 

These results are similar to those 
obtained from other opinion sur
veys of produce suppliers. For ex
ample, one study found that 
nonorganic suppliers in New Jer
sey have stronger negative views 
than do organic buyers about the 
appearance of organics and their 
consistency in quality. 

However, in a study comparing 
the cosmetic quality of organic pro
duce with that of conventional pro
duce, organic produce-particu
larly organic tomatoes-actually 
was not much different in quality. 

While that study refers to a dif
ferent region (Tucson, AZ), it never
theless suggests that nonorganic 
buyers may not have an accurate 
perspective on the quality of or
ganics. If that is the case, then such 
a perspective-and the prospects 
for organics- will likely change as 
suppliers become more knowledge
able. 

• Grade 3 can be mis
shapen and slightly 
affected by sunscald, 
while Grade 1 can have 
no more than 15 percent 
of all tomatoes mis
shapen or affected by 
sunscald. 

• Grade 3 can have no 
more than 5 percent that 
are very seriously dam
aged by insects, and no 
more than 10 percent se
riously damaged by any 
other cause. Grade 1 can 
have no more than 5 
percent that are very se
riously damaged by any 
cause. 

Old Habits Could Be 
Hard To Break 

Although organics may create 
higher costs to suppliers, partly be
cause of things like higher discard 
rates, suppliers may be able to con
trol these costs over time as they be
come more familiar with handling 
practices for organic produce. Sup
pliers who already handle organics 
are continually finding ways to re
duce these additional costs and, 
when that is not possible, to pass 
them on to consumers. 

The observation that nonorganic 
buyers would not pay a premium 
for organics- and would only pay 
less for organics-suggests that 
they have a negative predisposi
tion toward organically grown pro
duce. Such an attitude toward 
organics does not exist among 
most consumers, who would pay 
at least as much for organics as for 
conventional produce when all 
other attributes are the same. 
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Consequently, the negative view 
held by many nonorganic buyers 
in the survey toward organic pro
duce implies that the current small 
size of the organic market in the 
Mid-Atlantic area is not due en
tirely to the preferences and buy
ing practices of consumers. At 
present, the preferences of suppli
ers could be an important con
straint on the marketing and 
expansion of organic and PRF pro
duce. 
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