%‘““‘“\N Ag Econ sxes
/‘ RESEARCH IN AGRICUITURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu

aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.

No endorsement of AgEcon Search or its fundraising activities by the author(s) of the following work or their
employer(s) is intended or implied.


https://shorturl.at/nIvhR
mailto:aesearch@umn.edu
http://ageconsearch.umn.edu/

USDA
=—= United States Department of Agriculture
— Economic Research Service !

BE  An official website of the United States government Here’s how you know

Amber Waves

US DA United States Department of Agriculture

— Economic Research Service
USDA

= | ) Ecoromic "esearch Service (/)

Amber Waves

Finding: Consumer Information and Labeling

MENU

August 30, 2023

Prevalence of the “Natural” Label Varies by Food

Category

by Fred Kuchler (/authors/ers-staff-directory/fred-kuchler/) and Megan Sweitzer

(/authors/ers-staff-directory/megan-sweitzer/)




U.S. food suppliers use packaging labels to make claims that highlight
production-process attributes some consumers want, often charging a higher
price for those products than for products without label claims. Some suppliers
use the “natural” claim or similar labels such as “all natural,” “100 percent
natural,” or “made with natural ingredients.” Regulatory agencies treat the
“natural” claim as meaning nothing artificial was added during processing and
the product was minimally processed, so food suppliers can use it at a relatively
low cost. Regulatory agencies’ policies regarding the “natural” label do not
address human health, the use of synthetic pesticides, genetically modified
organisms, hormones, or antibiotics in crop and livestock production. The size
and scope of the market for food carrying a “natural” claim had not been
previously explored in depth as have other food labels such as chicken raised
without antibiotics (https://www.ers.usda.gov/publications/pub-details/?pubid=102186),
USDA organic (https://www.ers.usda.gov/publications/pub-details/?pubid=106015),
seafood ecolabels, grass-feed beef (https://www.ers.usda.gov/amber-
waves,/2022/march/consumers-interpretation-of-food-labels-with-production-claims-can-
influence-purchases/), and many more including non-genetically engineered
(https://www.ers.usda.gov/publications/pub-details/?pubid=85686).

USDA, Economic Research Service recently released a report
(https://www.ers.usda.gov/publications/pub-details/?pubid=106478) that examined the
overall size of the market for food labeled “natural” in 2018, the latest available
data at the time. Researchers documented the frequency with which suppliers
used a “natural” label and how “natural” label use varied throughout the food
supply. Estimates were based on Circana’s (formerly Information Resources, Inc.
[IRI]) 2018 InfoScan retail scanner data and Label Insight data.

There are several ways to quantify the frequency of label use. Across all foods,
those whose packaging labeled them as “natural” accounted for 16.3 percent of
retail food expenditures, 16.9 percent of all items purchased (unit sales), and 11
percent of Universal Product Codes (barcodes, or UPCs) in stores in 2018. Total
expenditures for foods labeled “natural” were larger than total spending for
foods labeled USDA Organic.

“Natural” claims are not distributed uniformly across food categories. Dairy had
the highest frequency of “natural” claims in 2018 with 27.7 percent of retail
spending on dairy products for foods with “natural” labels. In addition, “natural”
labels were on 32.3 percent of dairy unit items and 21.3 percent of UPCs in
stores.



“Natural” labels were found predominantly on processed products and less so on
fruits and vegetables, which usually meet the test of being minimally processed.
Digging deeper into the food groupings shows where consumers are more likely
to encounter the “natural” label. For example, products labeled “natural” made
up 95.6 percent of retail spending on vitamins and supplements, compared with
0.5 percent of expenditures for potatoes. Vitamins and supplements are
included in the “Other foods” category.

Numerous studies have concluded that most consumers do not understand
differences in meanings of label claims. Many equate the “natural” label on food
with healthier food choices and production practices that indicate environmental
stewardship and attention to animal welfare. Misinterpretation of labels can cost
both consumers and producers. For example, a consumer may pay extra for a
product labeled “natural,” erroneously believing that the product offers a health
benefit. The consumer does not receive the health benefit, and producers
supplying the health benefit lose a sale.

The landscape of food label claims is complex for many reasons, but these data
help reveal the relative size and scope of the market for foods labeled “natural”
for informed decision-making and future research.

About 16 percent of retail food expenditures in 2018 were for products
labeled “natural”
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Mote: Other foods include fats and oils; sauces and condiments; beverages; desserts and
sweets; breakfast cereal; savory snacks; vitamins and supplements; baby food; and infant
formula. UPC = universal product code, used to track products in stores.

Source: USDA, Economic Research Service calculations using Circana's (formerly
Information Resources Inc, [IR1)} 2018 InfoScan retail scanner data and Label Insight data.
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