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Abstract

Over half of all infant formula consumed in the United States is purchased through USDA's
Special Supplemental Nutrition Program for Women, Infants, and Children (WIC). WIC
receives significant price rebates from manufacturers in return for exclusive rights to provide
infant formula to WIC participants. Congress, concerned about the rise in the price of infant
formula since the WIC rebate program began, directed USDA's Economic Research Service
to report on the availability of infant formula and to compare the cost of formula that is
included in the WIC rebate program with the cost of formula not in the program. The find-
ings show that infant formula from the three major manufacturers, which accounts for 99 per-
cent of all sales, was available in supermarkets in each of the market areas examined.
Products in powder form from a fourth manufacturer were also available in supermarkets in
83 percent of the market areas. The price of the WIC contract brand for milk-based brands of
infant formula (the most common type) exceeded the price of the noncontract brands in 23 of
the 55 market areas for powdered formula and in 31 of the 55 market areas for liquid concen-
trate. The price of the WIC contract brand for soy-based formula exceeded the price of non-
contract brands in 33 market areas for liquid concentrate and in 34 market areas for powdered
formula. The study involves the first comprehensive national analysis of retail pricing for
infant formula, enabling direct examination of prices faced by non-WIC consumers; most
previous studies looked only at wholesale prices. This final report bolsters an interim report
to Congress, published in April 2001, in two ways: It includes average retail prices for soy-
based infant formula, and the price analysis is based on a more refined specification.
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more States. In some of those multistate areas, the
WIC contract brand was the same throughout the mar-
ket area. In others, a different WIC contract brand
comprised only a small share of the market area. Since
the objective of this analysis is to compare the cost of
WIC contract brand infant formula with other brands
of infant formula, those market areas located in two 
or more States with different WIC contract-winning
manufacturers present a problem in identifying the
WIC contract brand of infant formula. The criterion
for including a multistate market area in this analysis
was that a market area have at least 90 percent of the
area’s population in an area that had the same WIC
contract brand throughout the reference period, which
ran from January 2000 through September 2000.23 Of
the 64 market areas, 55 met this criterion; it was not
possible to assign a “WIC brand” to the remaining 9
market areas (fig. 10).

Milk-Based Powdered Formula

Table 4 shows the average retail price of selected milk-
based powdered infant formula products sold in super-
markets by the four companies in each market area. In
all 55 market areas examined, PBM Products had the
lowest retail price, and in 53 of these market areas,
Carnation brand formula had the next lowest. Ross
brand formula was the highest priced formula in 47 of
the 55 market areas. There was no apparent relation-
ship between a formula’s being the WIC contract
brand and having the highest average retail price. In 23
of the 55 market areas (42 percent), the WIC contract
brand of infant formula was the highest priced for-
mula. In the remaining 32 market areas, the WIC con-
tract brand was not the highest priced infant formula.

Milk-Based Liquid Concentrate Formula

The comparison of the average retail price of WIC
contract brand and other brands of milk-based liquid
concentrate infant formula by market area is shown in
table 5. Because the data did not identify any PBM
Products in liquid concentrate, only three companies—
Ross, Mead Johnson, and Carnation—were repre-
sented. In all 55 market areas in which a WIC brand
was designated, Carnation brand formula had the low-
est retail prices. The company producing the highest
priced formula varied between Ross and Mead John-
son. There was not a strong relationship between being
the WIC contract brand of formula and having the
highest average retail price. In 31 of the 55 market
areas with a designated WIC contractor (56 percent),
the WIC contract brand of infant formula was the
highest priced formula, and in one additional market
area, it tied for the highest price. In the remaining 
24-market areas, the WIC contract brand was not the
highest-priced infant formula.

Soy-Based Powdered Formula 

Infant formula sold by PBM was the lowest priced
soy-based powdered formula in each of the 44 market
areas in which it was available, followed by Carnation
brand formula (table 6).  In 44 market areas, Mead
Johnson had the highest priced formula. In 34 of the
55 market areas (62 percent) in which a WIC contract
brand was designated, the WIC brand was the highest
priced soy-based powdered formula, and in an addi-
tional market area it tied for the highest price.  

Soy-Based Liquid Concentrate Formula 

The average retail prices of soy-based liquid concen-
trate infant formulas made by Carnation, Mead John-
son, and Ross are shown in table 7 (PBM did not mar-
ket liquid concentrate during the study period).  In all
55 market areas, Carnation had the lowest priced for-
mula.  The WIC contract brand was the highest priced
formula in 33 of the 55 market areas (60 percent), and
in 4 more it tied for the highest. 

23Geocoding analysis was used to estimate the proportion of the
population within each market area that resided in specific States.
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Table 3—Specific products included in the analysis of retail prices for infant formula 

Milk-based powder Soy-based powder
Mead Johnson—Enfamil with iron in 16-ounce cans Mead Johnson—Prosobee in 14-ounce cans
Ross—Similac with iron in 14.1-ounce cans Ross—Isomil with iron in 14-ounce cans
Carnation–Good Start in 12-ounce cans1 Carnation—Alsoy in 14-ounce cans
PBM—in 16-ounce cans PBM—in 16-ounce cans

Milk-based liquid concentrate Soy-based liquid concentrate
Mead Johnson—Enfamil with iron in 13-ounce cans Mead Johnson—Prosobee in 13-ounce cans
Ross—Similac with iron in 13-ounce cans Ross—Isomil with iron in 13-ounce cans
Carnation—Good Start in 13-ounce cans Carnation—Alsoy in 13-ounce cans

Note: During the study period, PBM sold infant formula in powdered form only. PBM powdered infant formula products are sold under a variety
of store or private-label brands. Since the IRI data did not identify individual store or private-label brands, the price of PBM infant formula repre-
sents the aggregate average price of all PBM infant formula (either milk- or soy-based) sold in 16 ounce cans.
1Prior to 1996, the product was sold in 16-ounce cans.
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Table 4—Infant formula average retail prices: 12- to 16-ounce cans of milk-based powder in 
supermarkets by market area, 20001

PBM
Market area (Wyeth) Carnation Mead Johnson Ross

Dollars per 26 ounces reconstituted

Albany 1.72 2.13 1.97 2.31
Atlanta — 2.16 2.46 2.62
Baltimore/Washington 1.51 2.09 2.57 2.60
Birmingham/Montgomery 1.81 2.14 2.53 2.66
Boise 1.50 2.16 2.38 2.53
Boston 1.73 2.12 2.29 2.50
Buffalo/Rochester 1.43 2.11 2.22 2.30
Charlotte 1.49 2.06 2.51 2.58
Chicago — 2.57 3.12 2.94
Cincinnati/Dayton 1.73 1.98 2.12 2.43
Cleveland 1.62 2.17 2.41 2.52
Columbus — 2.10 2.38 2.56
Dallas/Ft. Worth 1.60 2.24 2.54 2.73
Denver 1.50 2.28 2.62 2.68
Des Moines 1.67 2.23 2.67 2.72
Detroit — 2.16 2.53 2.74
Grand Rapids 1.64 2.11 2.14 2.34
Green Bay — 2.28 2.77 2.86
Harrisburg/Scranton 1.51 2.12 2.40 2.55
Hartford/Springfield 1.73 2.18 2.43 2.60
Houston 1.53 2.12 2.48 2.66
Indianapolis 1.73 2.29 2.43 2.40
Jacksonville 1.50 2.18 2.49 2.55
Kansas City 1.58 2.27 2.65 2.51
Knoxville 1.44 2.09 2.48 2.60
Little Rock — 2.32 2.70 2.90
Los Angeles 1.64 2.22 2.86 2.81
Louisville 1.53 1.99 2.37 2.41
Memphis 1.63 2.30 2.76 2.93
Miami/Ft. Lauderdale 1.62 2.34 2.53 2.60
Milwaukee 1.54 2.25 2.67 2.78
Minneapolis/St. Paul — 2.13 2.46 2.63
Mississippi 1.60 2.20 2.57 2.81
See notes at end of table Continued
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Table 4—Infant formula average retail prices: 12- to 16-ounce cans of milk-based powder in 
supermarkets by market area, 2000 (Continued)

PBM
Market area (Wyeth) Carnation Mead Johnson Ross

Dollars per 26 ounces reconstituted

Nashville 1.49 2.13 2.53 2.72
New England 1.73 2.18 2.16 2.51
New Orleans/Mobile 1.51 2.23 2.73 2.68
New York 1.71 2.13 2.56 2.59
Oklahoma City 1.60 2.28 2.62 2.73
Omaha 1.58 2.16 2.52 2.60
Orlando 1.60 2.29 2.53 2.61
Peoria/Springfield — 2.27 2.40 2.66
Philadelphia 1.81 2.11 2.49 2.65
Phoenix/Tucson 1.66 2.10 2.27 2.39
Pittsburgh — 2.21 2.42 2.48
Portland, Oregon 1.62 2.37 2.69 2.82
Providence 1.73 2.11 2.26 2.52
Raleigh/Greensboro 1.49 2.06 2.51 2.57
Richmond/Norfolk 1.51 2.05 2.52 2.59
Roanoke 1.48 2.12 2.54 2.60
Sacramento 1.67 2.18 2.82 2.68
St. Louis — 2.51 2.48 2.65
Salt Lake City 1.57 2.34 2.65 2.71
San Antonio/Corpus Christi 1.50 2.16 2.28 2.50
San Diego 1.64 2.21 2.68 2.79
San Francisco/Oakland 1.66 2.23 2.66 2.77
Seattle/Tacoma 1.70 2.07 2.52 2.48
South Carolina 1.50 2.09 2.50 2.59
Spokane 1.63 2.03 2.46 2.51
Syracuse 1.39 2.19 2.11 2.33
Tampa/St. Petersburg 1.64 2.28 2.52 2.64
Toledo — 2.17 2.42 2.58
Tulsa 1.59 2.26 2.62 2.73
West Texas/New Mexico 1.57 2.31 2.79 2.77
Wichita 1.58 2.27 2.60 2.30
U.S. average 1.56 2.21 2.57 2.63

— = Not applicable.
1Numbers in red indicate WIC contract brand. Average refers to volume-weighted average during the first three quarters.
Source: ERS tabulations of InfoScan supermarket data.
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Table 5—Infant formula average retail prices: 13-ounce cans of milk-based liquid concentrate in 
supermarkets by market area, 20001

Market area Carnation Mead Johnson Ross

Dollars per can

Albany 2.45 2.56 2.38
Atlanta 2.47 2.99 3.11
Baltimore/Washington 2.41 3.10 2.96
Birmingham/Montgomery 2.54 3.15 3.17
Boise 2.60 3.14 3.23
Boston 2.34 2.85 2.92
Buffalo/Rochester 2.44 2.86 2.78
Charlotte 2.43 3.01 3.02
Chicago 2.80 3.30 3.46
Cincinnati/Dayton 2.20 2.71 2.91
Cleveland 2.45 2.76 2.88
Columbus 2.48 2.91 2.99
Dallas/Ft. Worth 2.56 3.11 3.20
Denver 2.38 3.01 2.88
Des Moines 2.51 3.24 3.08
Detroit 2.51 3.14 3.14
Grand Rapids 2.35 2.63 2.92
Green Bay 2.47 3.26 3.27
Harrisburg/Scranton 2.38 2.93 2.91
Hartford/Springfield 2.46 2.98 3.04
Houston 2.41 2.98 3.05
Indianapolis 2.59 2.95 2.91
Jacksonville 2.57 3.02 3.04
Kansas City 2.52 3.19 2.84
Knoxville 2.37 2.94 2.95
Little Rock 2.74 3.48 3.55
Los Angeles 2.56 3.54 3.34
Louisville 2.49 2.86 2.88
Memphis 2.69 3.56 3.63
Miami/Ft. Lauderdale 2.72 3.13 3.15
Milwaukee 2.46 3.33 3.25
Minneapolis/St. Paul 2.45 3.15 3.18
Mississippi 2.52 3.26 3.34
See notes at end of table Continued
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Table 5—Infant formula average retail prices: 13-ounce cans of milk-based liquid concentrate in 
supermarkets by market area, 2000 (Continued)

Market area Carnation Mead Johnson Ross

Dollars per can

Nashville 2.45 3.18 3.16
New England 2.46 2.79 2.66
New Orleans/Mobile 2.61 3.37 3.30
New York 2.40 3.17 3.12
Oklahoma City 2.50 3.11 3.19
Omaha 2.40 3.03 2.84
Orlando 2.72 3.20 3.15
Peoria/Springfield 2.47 3.00 3.09
Philadelphia 2.60 3.03 3.11
Phoenix/Tucson 2.28 2.74 2.80
Pittsburgh 2.37 2.74 2.78
Portland, Oregon 2.72 3.70 3.27
Providence 2.51 2.87 3.03
Raleigh/Greensboro 2.41 2.99 2.96
Richmond/Norfolk 2.41 2.99 2.96
Roanoke 2.44 3.10 2.96
Sacramento 2.37 3.41 3.29
St. Louis 2.65 3.28 3.31
Salt Lake City 2.76 3.39 3.27
San Antonio/Corpus Christi 2.39 2.96 2.93
San Diego 2.55 3.59 3.36
San Francisco/Oakland 2.43 3.13 3.34
Seattle/Tacoma 2.62 3.10 3.03
South Carolina 2.44 3.01 3.09
Spokane 2.31 3.00 3.02
Syracuse 2.42 2.77 2.72
Tampa/St. Petersburg 2.68 3.09 3.12
Toledo 2.49 2.96 3.05
Tulsa 2.53 3.11 3.32
West Texas/New Mexico 2.67 3.34 3.16
Wichita 2.54 3.01 2.95
U.S. average 2.59 3.11 3.09

1Numbers in red indicate WIC contract brand. Average refers to volume-weighted average during the first three quarters.
Source: ERS tabulations of InfoScan supermarket data.
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Table 6—Infant formula average retail prices: 14- to 16-ounce cans of soy-based 
powder in supermarkets by market area, 20001

PBM
Market area (Wyeth) Carnation Mead Johnson Ross

Dollars per 26 reconstituted ounces

Albany 1.79 2.04 2.32 2.29
Atlanta 1.52 2.03 2.87 2.77
Baltimore/Washington 1.59 2.01 2.87 2.78
Birmingham/Montgomery 1.75 2.11 2.84 2.88
Boise 1.55 2.04 2.65 2.59
Boston 1.79 2.06 2.71 2.62
Buffalo/Rochester 1.60 1.94 2.46 2.38
Charlotte 1.51 2.00 2.84 2.76
Chicago — 2.21 3.38 3.09
Cincinnati/Dayton 1.51 1.93 2.52 2.56
Cleveland 1.68 2.09 2.77 2.65
Columbus 1.53 1.81 2.79 2.72
Dallas/Ft. Worth 1.63 2.11 2.95 2.89
Denver 1.69 2.10 2.91 2.90
Des Moines 1.75 2.12 3.26 2.84
Detroit 1.55 2.01 2.81 2.79
Grand Rapids 1.46 1.95 2.43 2.44
Green Bay — 2.09 3.13 3.04
Harrisburg/Scranton 1.55 2.01 2.79 2.70
Hartford/Springfield 1.78 2.09 2.68 2.69
Houston 1.57 2.07 2.83 2.77
Indianapolis 1.62 1.98 2.78 2.54
Jacksonville 1.58 2.09 2.87 2.72
Kansas City 1.62 2.14 3.06 2.86
Knoxville 1.54 1.99 2.80 2.72
Little Rock 1.59 2.06 3.09 3.18
Los Angeles 1.80 2.05 3.14 2.89
Louisville 1.56 1.96 2.67 2.59
Memphis 1.60 2.10 3.15 3.17
Miami/Ft. Lauderdale 1.69 2.10 2.92 2.73
Milwaukee 1.73 2.13 2.92 3.02
Minneapolis/St. Paul — 2.05 2.94 2.78
Mississippi 1.49 2.10 2.94 3.03
See notes at end of table Continued
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Table 6—Infant formula average retail prices: 14- to 16-ounce cans of soy-based 
powder in supermarkets by market area, 2000 (Continued)

PBM
Market area (Wyeth) Carnation Mead Johnson Ross

Dollars per 26 reconstituted ounces

Nashville 1.55 1.98 2.83 2.89
New England 1.79 2.09 2.68 2.55
New Orleans/Mobile 1.56 2.14 3.14 2.85
New York 1.75 2.18 2.88 2.70
Oklahoma City 1.64 2.10 3.05 2.91
Omaha 1.66 2.06 2.83 2.75
Orlando 1.66 2.09 2.93 2.78
Peoria/Springfield 1.56 2.10 2.87 2.73
Philadelphia 1.83 2.21 2.82 2.74
Phoenix/Tucson 1.66 1.85 2.48 2.35
Pittsburgh — 2.19 2.87 2.60
Portland, Oregon 1.64 2.23 3.13 2.94
Providence 1.79 2.13 2.72 2.62
Raleigh/Greensboro 1.53 2.01 2.86 2.74
Richmond/Norfolk 1.58 1.99 2.84 2.76
Roanoke 1.60 2.14 3.00 2.78
Sacramento 1.74 1.99 3.09 2.82
St. Louis — 2.31 2.86 2.65
Salt Lake City 1.63 2.06 3.06 2.82
San Antonio/Corpus Christi 1.55 2.00 2.66 2.68
San Diego 1.77 2.05 3.05 2.85
San Francisco/Oakland 1.74 2.05 3.01 2.90
Seattle/Tacoma 1.72 2.03 2.84 2.50
South Carolina 1.51 2.07 2.83 2.79
Spokane 1.69 1.91 2.85 2.65
Syracuse 1.58 1.96 2.45 2.39
Tampa/St. Petersburg 1.69 2.09 2.92 2.80
Toledo 1.52 1.91 2.83 2.74
Tulsa 1.66 2.09 2.93 2.93
West Texas/New Mexico 1.71 2.08 3.08 2.93
Wichita 1.58 2.07 2.94 2.81
U.S. average 1.61 2.08 2.90 2.74

— = Not applicable.
1Numbers in red indicate WIC contract brand. Average refers to volume-weighted average during the first three quarters.
Source: ERS tabulations of InfoScan supermarket data.
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Table 7—Infant formula average retail prices: 13-ounce cans of soy-based liquid 
concentrate in supermarkets by market area, 20001

Market area Carnation Mead Johnson Ross

Dollars per can

Albany 2.33 2.67 2.71
Atlanta 2.36 3.34 3.39
Baltimore/Washington 2.23 3.27 3.26
Birmingham/Montgomery 2.39 3.27 3.31
Boise 2.32 3.34 3.25
Boston 2.39 3.12 2.92
Buffalo/Rochester 2.38 2.89 2.85
Charlotte 2.33 3.30 3.26
Chicago 2.74 3.87 3.59
Cincinnati/Dayton 2.04 3.02 3.11
Cleveland 2.46 3.02 3.01
Columbus 2.31 3.23 3.22
Dallas/Ft. Worth 2.33 3.43 3.39
Denver 2.37 3.20 3.19
Des Moines 2.22 3.66 3.49
Detroit 2.26 3.27 3.29
Grand Rapids 2.22 3.04 3.04
Green Bay 2.18 3.56 3.58
Harrisburg/Scranton 2.15 3.08 3.16
Hartford/Springfield 2.50 3.20 3.20
Houston 2.13 3.23 3.25
Indianapolis 2.53 2.96 2.96
Jacksonville 2.39 3.28 3.29
Kansas City 2.24 3.52 3.36
Knoxville 2.24 3.25 3.21
Little Rock 2.44 3.77 3.80
Los Angeles 2.31 3.60 3.47
Louisville 2.48 3.13 3.08
Memphis 2.38 3.81 3.85
Miami/Ft. Lauderdale 2.52 3.38 3.35
Milwaukee 2.31 3.60 3.46
Minneapolis/St. Paul 2.29 3.30 3.34
Mississippi 2.34 3.45 3.57
See notes at end of table Continued
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Table 7—Infant formula average retail prices: 13-ounce cans of soy-based liquid 
concentrate in supermarkets by market area, 20001

Market area Carnation Mead Johnson Ross

Dollars per can

Nashville 2.26 3.31 3.41
New England 2.32 3.13 2.85
New Orleans/Mobile 2.36 3.62 3.65
New York 2.49 3.36 3.15
Oklahoma City 2.34 3.41 3.38
Omaha 2.25 3.34 3.06
Orlando 2.49 3.35 3.35
Peoria/Springfield 2.44 3.22 3.27
Philadelphia 2.56 3.26 3.26
Phoenix/Tucson 2.38 3.05 2.93
Pittsburgh 2.39 3.03 3.03
Portland, Oregon 2.75 3.60 3.45
Providence 2.57 3.26 3.04
Raleigh/Greensboro 2.33 3.29 3.23
Richmond/Norfolk 2.30 3.29 3.24
Roanoke 2.33 3.43 3.26
Sacramento 2.42 3.64 3.45
St. Louis 2.64 3.34 3.27
Salt Lake City 2.37 3.72 3.63
San Antonio/Corpus Christi 2.26 3.05 3.20
San Diego 2.31 3.59 3.36
San Francisco/Oakland 2.40 3.44 3.54
Seattle/Tacoma 2.34 3.41 3.30
South Carolina 2.31 3.29 3.31
Spokane 2.02 3.23 3.30
Syracuse 2.53 2.88 2.87
Tampa/St. Petersburg 2.39 3.37 3.36
Toledo 2.29 3.22 3.27
Tulsa 2.38 3.47 3.41
West Texas/New Mexico 2.45 3.50 3.46
Wichita 2.21 3.34 3.16
U.S. average 2.43 3.35 3.29

1Numbers in red indicate WIC contract brand. Average refers to volume-weighted average during the first three quarters.
Source: ERS tabulations of InfoScan supermarket data.
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Conclusions

This report presents the results of an analysis of the
infant formula market and the retail prices of infant
formula. Congress has expressed concern that since
the WIC infant formula rebates began, “the number of
suppliers has declined dramatically” (H.R. 106-157).
However, the analysis indicates that, in both 1987 and
2000, three manufacturers accounted for about 99 per-
cent of all infant formula sold in the United States. In
both years, two companies—Mead Johnson and
Ross—accounted for between 87 and 90 percent of
total infant formula sold. The third largest producer in
2000, Carnation, entered the U.S. market after the
rebate programs began. Wyeth, which withdrew from
the domestic infant formula market in 1996, reentered
the market in 1997 as a manufacturer for PBM Prod-
ucts, which does not itself produce infant formula.
Carnation and PBM rely on direct consumer marketing
and provide lower priced alternatives to the major
brands of formula sold in the United States. Although
Carnation accounts for only 6 percent of the WIC
infant formula market by volume sold, its share of the
non-WIC market is estimated at roughly 18 percent.
The data indicate that along with Mead Johnson and
Ross brands, Carnation brand infant formula is avail-
able in supermarkets throughout the United States, and 

formula manufactured by Wyeth and sold by PBM
Products is available in supermarkets in most areas of
the country.

Congress also directed ERS to compare the cost of for-
mula included in the WIC rebate program with the
cost of formula that is not included. This study's
results indicate that within market areas there is not a
clear and consistent relationship between a formula's
being the WIC contract brand and having the highest
average retail price.  Among milk-based brands of for-
mula (the most common form), the price of the WIC
contract brand exceeded the prices of the noncontract
brands in 23 of the 55 market areas for powdered for-
mula and in 31 of the 55 market areas for liquid con-
centrate formula.  For soy-based formula, which
accounts for a small share of the market relative to
milk-based formula, the price of the WIC contract
brand exceeded the prices of the noncontract brands in
33 market areas for liquid concentrate formula and in
34 market areas for powdered formula.  

The issue of how WIC affects infant formula prices is
complex.  ERS is continuing its analysis of the way
that WIC and other factors influence infant formula
prices.
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Several States have engaged in infant formula cost
containment practices since WIC’s establishment in
the early 1970s (Harvey et al., 1988). For example,
Vermont, which uses a home delivery system to dis-
tribute WIC foods, has always used competitive bid-
ding to purchase infant formula for its WIC program.
Mississippi, which uses a direct distribution system for
WIC foods, purchased infant formula in bulk in order
to take advantage of available discounts.24 However,
the other States, all of which use retail purchase sys-
tems to distribute WIC foods, purchased infant for-
mula at full retail prices prior to 1987.25

In the mid-1980s, several factors prompted the States
with retail purchase systems to look into alternative
ways to reduce infant formula costs: (1) nearly 40 per-
cent of total WIC food costs were attributed to infant
formula; (2) formula prices grew faster than overall
food prices; and (3) the infant formula industry struc-
ture suggested that cost containment initiatives could
be successful (GAO, 1990). Tennessee became the first
State with a retail purchase food delivery system to
implement a rebate system to control costs associated
with infant formula when it awarded a competitively
bid single-source exclusive contract in June 1987. Sig-
nificantly, the contract was awarded to Wyeth Labora-
tories (the only company to submit a bid), who—since
it accounted for only a small portion of the infant for-
mula market—had the most to gain from winning a
sole-source contract (Post and Wubbenhorst, 1989). In
December 1987, Oregon became the second State to
implement a competitively bid single-source exclusive
contract. The contract was awarded to Wyeth Labora-
tories, which was once again the only company to sub-
mit a bid (GAO, 1990).

In late 1987 and early 1988, Florida, Michigan, and
Wyoming instituted an alternative infant formula cost
containment strategy, known as the “open market” sys-
tem. Under this system, there were no sealed bids or
exclusive contracts. Rather, infant formula manufactur-

ers voluntarily agreed to provide a rebate to the State
for their share of infant formula purchased through
WIC (Center on Budget and Policy Priorities, 1995).
However, WIC participants could still choose formula
of manufacturers that chose not to provide a rebate. In
spring of 1988, Texas awarded a competitive bid sin-
gle-source exclusive contract, which was the first to be
bid on by more than one manufacturer (GAO, 1990).

On October 1, 1988, P.L. 100-460 required that all
State WIC agencies explore the feasibility of imple-
menting cost containment procedures for acquiring
infant formula, and if the procedures were determined
to lower costs, begin implementing the cost contain-
ment system within a year. Although States had the
option of using a home delivery system (Vermont) or
direct distribution system (Mississippi) to reduce costs,
most found these to be infeasible due to the costs asso-
ciated with administering the program systems or
because of their impact on participants (USDA, 1991).
By late 1989, 57 State WIC agencies had implemented
infant formula rebate contracts, 35 used the open mar-
ket system, 19 used the competitive sole-source sys-
tem, and 3 used a competitive multisource rebate
approach (GAO, 1990).26 Savings under the open mar-
ket system, in which no sealed bids were submitted
and the low bidder did not win an exclusive contract,
resulted in lower savings than under competitive bid-
ding.27 The greater savings realized under the competi-
tive bidding system were attributed to the lack of
strong inherent pressure for price competition in the
infant formula industry (GAO, 1990).28

On November 10, 1989, P.L. 101-147 required States
to use competitive bidding or an alternate method that
yielded savings equal to or greater than that produced

Appendix A—History of the WIC Infant Formula Rebate Program

24In 1984, Mississippi began using competitive bidding (with the
low bidder winning the contract) to purchase its infant formula for
WIC (Harvey et al., 1988).

25In the past, parts of Ohio and Maryland also used the home
delivery system to distribute WIC foods. These areas used compet-
itive bidding to award delivery contracts to the WIC vendors.
These vendors in turn, tried to purchase the infant formula at the
lowest cost (Harvey et al., 1988).

26Under the competitive multisource rebate system, contracts
were awarded to the best bidder and any other bidders who met
specified minimum bid criteria (GAO, 1990).

27An analysis by GAO found that after statistically controlling
for other factors, competitive sole-source contracts resulted in
prices (for a 13-ounce can of milk-based infant formula) that were
$0.36 lower than that of open market contracts (GAO, 1990).

28GAO states that the natural pressures for price competition
between infant formula manufacturers are limited in the absence of
competitively bid contracts due to: (1) the small number of infant
formula producers; (2) the difficulty new competitors face in enter-
ing the domestic market; and (3) consumer selection of infant for-
mula brands that may be relatively unresponsive to price differ-
ences among the brands (GAO, 1990).
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by competitive bidding to procure infant formula
(Indian State agencies with 1,000 or fewer WIC partic-
ipants are exempted from this requirement). Competi-
tive bidding was defined as a procurement process in
which the State WIC agency selects the single source
(i.e., infant formula manufacturer) offering the lowest
price for the infant formula, as determined by the sub-
mission of sealed bids.29

Since the infant formula market was dominated by a
small number of manufacturers, there was concern that
coordination of pricing strategies between the manu-
facturers was leading to high infant formula prices and
large profits for the producers. In May 1990, the Sen-
ate Subcommittee on Antitrust, Monopolies, and Busi-
ness Rights held a hearing on the pricing behavior of
infant formula companies. At the hearing, the Chair-
man, Senator Howard Metzenbaum, referred to the
formula companies’ “campaign to undermine cost con-
tainment efforts” in the WIC program as an example
of the attempts of producers to “push prices higher”
(U.S. Senate, 1990). At about that time, the Federal
Trade Commission (FTC) began investigating potential
anticompetitive practices in the infant formula indus-
try. In June 1992, the FTC brought charges against the
three largest domestic manufacturers of infant for-
mula—Abbott Laboratories (parent company of Ross),
Mead Johnson, and American Home Products (parent
company of Wyeth)—alleging bid-rigging in connec-
tion with a WIC contract to provide infant formula in
Puerto Rico (Federal Trade Commission, 1993). Mead
Johnson and American Home Products agreed to settle
charges by providing 3.6 million pounds of free infant
formula to the WIC program (Mauskopf and Dean,
1990). In May 1994, the court ruled in favor of Abbott
Laboratories (853 Federal Supplement 526, May 27,
1994).

The original cost containment regulations published in
1989 required States to use competitive bidding to
obtain infant formula, with the manufacturer offering
the “lowest price” being awarded the contract. Histori-
cally, States awarded infant formula contracts to the
bidder offering the lowest net costs (that is, the differ-
ence between the manufacturer’s wholesale price for
infant formula and the rebate offered to the State).30

However, in the mid-1990s, several States began
awarding their contracts to the bidder offering the
highest total rebate (Larin, 1996).31 Contracts awarded
on the basis of highest total rebate favor manufacturers
with high wholesale prices over those with low whole-
sale prices. P.L. 105-86, enacted in November 1997,
requires that contracts be awarded to the bidder offer-
ing the lowest net price unless the average retail price
for different brands of infant formula do not vary by
more than 5 percent.

The two largest infant formula companies, Ross and
Mead Johnson, have long dominated the WIC infant
formula market. In fact, only two other infant formula
manufacturers, Wyeth and Carnation, have ever won
WIC sole-source competitive infant formula rebate
contracts, and Wyeth stopped producing infant formula
under its own name in 1996.32 Since 1994, Carnation
has accounted for between 1 and 6 percent annually of
the formula purchased in WIC (table 8). Mead Johnson
has gained in market share over Ross in recent years
and now accounts for over two-thirds of the WIC 
market.

29The best bid was determined by either the lowest net cost of
infant formula or the highest rebate.

30At the time the regulations were published in 1989, there were
only relatively small differences in the wholesale price of formula
across the different brands.

31The States contended that retail prices were not related to
wholesale prices, and if retail prices for the different brands of
infant formula were similar, then the State would realize the great-
est cost savings by awarding the contract to the bidder offering the
largest rebate (Larin, 1996).

32Two small infant formula manufacturers, Loma Linda and Rimaco,
participated in several open market contracts in the early 1990s. 
These companies have since exited the infant formula market.

Table 8—Share of the WIC infant formula market by
manufacturer, 1994-2001

Fiscal Mead
year Ross Johnson Wyeth Carnation

Percent

1994 54.2 23.0 17.8 5.0
1995 48.5 32.8 13.7 5.1
1996 22.3 62.4 13.2 2.0
1997 31.0 67.4 0 1.4
1998 31.6 65.5 0 2.9
1999 25.8 70.1 0 4.2
2000 26.8 67.6 0 5.6
2001 27.2 67.8 0 5.0

Source: USDA, Food and Nutrition Service.


