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CHAPTER I
INTRODUCTION

Changes in consumer demand for fresh fruits and vegetables during
the past two decades and the changing market structure of retail organiza-
tions have made it more difficult for wholesale firms and producers to
meet the requirements of retailers. The inability of present wholesalers
to compete successfully with chain organigzations is also causing more shifts
in buying habits and market structure. There has also been a movement away
from the "hardware" items, such as onions, potatoes, citrus fruits, and
apples, in favor of soft fruits and "wet vegetables," such as peaches,
pears, lettuce, and tomatoes. A movement away from cooking vegetables in
favor of salad vegetables has also occurred.t

These items which are becoming more important are also more suscep-
tible to disease and spoilage, making it more difficult for producers and
wholesale marketing fimms to provide an adequate supply of fresh items free
of defects throughout the year, which is presently being demanded by con-
sumers. Thus the size of the marketing job has increased tremendously,
requiring growers and distributors to be constantly alert in order to keep
pace with changing demands.

Today a greater variety of produce is available throughout the year
making prices more competitive in the fruit and vegetable market. A high
elasticity of substitution also seems to exist between one fresh fruit or

1y, s. Department of Agriculture, Agricultural Marketing Service,
Chain Store Merchandi and Procurement Practices, Marketing Research
§pomrt. Ne. 417 Wﬁm Government Printing Office, July, 1960),
Pe . .
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vegetable item and another, with substitution readily occurring if either
price or quality is not "right. n2

No measures are available to weigh the changes which have been
taking place in marketing channels and in structure of wholesale fruit and
vegetable markets during the past two decades. Neither is infommation
available as to the impact these changes have had on producers and market-
ing firms. The change in structure is associated with the growth of national,
regional, and local chain stores and has greatly inecreased direct buying,
which is requiring producers and wholesale suppliers of fresh fruits and
vegetables to independent retailers to change their methods.

Our marketing system of farm products has almost completed a cycle
since earlier days when direct buying was prominent, with few middlemen in
the system. As the marketing task became more involved, products passed
through more and more middlemen with specialized marketing fimms arising.
During the latter part of the nineteenth century fammers who raised fruits
and vegetables were able to produce more than they could market locally
and, with improved transportation facilities, it was possible to ship
products a greater distance more economically than was possible prior to
this period. Direct sales by fammers to consumers decreased during this
period because it became easier and more profitable for farmers to ship
their produce in larger quantities. After the development of refrigerated |
cars in 1890 a more rapid increase in shipments was realised from specialized
areas to wholesalers, who distributed to surrounding cities.>

2Ibid., p. 15.

3U. S. Department of Agriculture, Agricultural Marketing Service,
W Channels for Fam Marketing Research Report No. 350
: roment Printing ce, October, 1959), p. 19.
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As marketing became more complex, public interest was developed and
people began to present views on how some of the steps could be eliminated
to market products more economically. Today the direct purchasing of fresh
fruits and vegetables by chain stores gives them greater control over supply.
This practice has been promoted by wholesalers organiszing "voluntary chains®
and independent retailers joining central buying organizations.

The Tennessee wholesale fruit and vegetable markets occupy an
important place in the economy of Tennessee and also distribute fresh
produce to nine other surrounding states. For the period 194957 the
average income was $1L,461,000 from fruits and vegetables marketed in
Tenncn«." This production could possibly be expanded and a larger por-
tion utilized on the fresh market if one had a better knowledge of the whole-
sale market structure, and how future operations will need to be organized
for the marketing of high quality products at the most economical prices.

I. THE PROBLEM

Despite the importance of fresh produce as a part of our food supply,
little work has been done in Tennessee on the effectiveness of our whole-
sale firms in a changing market structure. The number of retail organiza-
tions in the whole country has declined about 20 per cent since 1935.5
Grocery chains and cooperative groups controlled about 85 per cent of food

LTennessee Department of Agriculture, Agricultural Trends in Tennes-
see §th1rd lzditien; Nashville: Agricultural ting Service, November,
iyga 3 Pe .

5leon Garoian and Willard F, Mueller, s in % Harket Strusture
of Groce % 19 Research Repo « 5 (Madison: Wisconsin
Kgricultura nt Stat la.

on, Apri.l, 19&), Pe
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sold through retail stores in 1958 (Table I). With this smaller number of
buyers for a given supply, each buyer may have a more pronounced effect on
market structure and one may assume from information given in Tables I and
II that producers will be required to make changes to meet requirements of
chain stores, which have been increasing their proportion of total food
sales.

The function of wholesale distribution of purchasing large lots and
breaking them down into smaller lots for sale to retailers and jobbers be-
comes less important with the growth of national, regional, and local
chains. With the growth of chains and "voluntary cooperative" groups,
direct buying was estimated to account for approximately 30 per cent of
the total receipts in seventeen major cities in recent years, compared to
15 per cent in 1936.6 Estimates listed by Progressive Grocer indicate

that 90 per cent of the stores affiliated with chains having eleven or

more stores buy direct. Direct buying is expected to continue to gain in
prominence, which will require considerable change by wholesalers to com-

pete with the larger chains, but with adequate planning for an economical
operation a plage still exists for wholesalers and prepackagers to supply

small chains and jobbers with products which cannot be economically pre-

packaged at the shipping peint. At the present time wholesalers and |
growers do not have adequate information to make plans for future changes

to cope with the dynamic changes that are taking place in the marketing

system.

6y. S. Department of Agriculture, Changing Marketing Channels for
Farm Food, ope gite, pe 27.
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TABLE I

TYPES OF GROCERY CHAIN STORES, BY SIZE, NUMBER OF STORES,
AND PER CENT OF TOTAL GROCERY STORE SALES, 1958

—_— i 3 Per cent of totn].
Number grocery store
__included sales in 1958
Corporate chains
L largest 22.k
L next largest 6.0
12 next largest 7.2
30 next largest 3.1
182 others with over 10 stores 3.0
558 others with L-10 stores L3
790 corporate chain total (19,400 stores) 3.0

Cooperative and
voluntary chains

ki largest Teb
k next largest 2.4
12 next largest 5.3
i3 others 2.5
163 cooperative and voluntary chain
total (92,000 stores) k1.6
Unaffiliated independents (173,600 stores) : 15.4

Smm: leon Garoian and Willard F. Mueller, C s in the Market

] Reta 1940-58, Research . T(m«m
Wf !?_"!:ma m-i‘%.m Station, April, 1960). P L.




TABLE II

TOTAL GROCERY AND COMBINATION STORE SALES, AND
CHAIN STORE SALES, 19401958

Total Grocery Per cent Grocery Per cent
grocery and chains of of total chains of of total
R il -l A g o
(million $)  (million $) (million §)
1940 8,317 3,113 37k
1945 1h,330 L, 769 33.3
1948 24,770 9,319 376 8,532 by
1950 26,412 10,140 3844
1951 30,346 11,569 38.1
1952 32,238 12,089 37.5
1953 33,623 13,113 39.0
1954 3k,993 13,997 40.0 13,553 38.7
1955 36,919 15,137 b1.0 1h,222 3845
1956 39,180 16,456 42.0 15,89 40.5
1957 L2, bl 17,829 L2.0 17,377 40.9
1958 bk, 5L6 19,155 L3.0 18,590 b1.7

— st -
e o v st e - e

Source: leon Garoian and Willard F. xunllnr,

§ Strugture of Srocery letalling, 1910-58, Reseaich w?fﬁ&";? e
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If direct buying continues to inerease, small producers will find
it difficult to dispose of their products at a profitable price using their
present operations. Therefore increased emphasis will need to be placed
on quantity, quality of produce, packing, and shipping operations required
to meet the changing marketing system.
The purpose of this study is to:
1. Describe the present wholesale fresh fruit and vegetable
marketing system in Chattanooga, Knoxville, Memphis, Nashville,
and Tri-Cities area of Tennessee.
2. Determine impacts of changes in market structure on pro-
ducers, wholesale agencies and shipping point marketing firms.
3. Determine the extent of future expansion which may be
anticipated in direct buying as changes in structure of
retailing take place.

II. SCOPE OF STUDY

This study is part of a project on changes in market structure for
fresh fruits and vegetables being conducted by the Fruit and Vegetable
Division of the Agricultural Marketing Service, United States Department
of Agriculture, covering thirty-four markets over the United States, in
an attempt to determine the changes in market structure for the over-all
fresh fruit and vegetable market.

This study includes 106 wholesale fresh fruit and vegetable firms
and 13 chains in five market areas of Tennessee. The markets selected
were Chattanooga, Knoxville, Memphis, Nashville, and Tri-Cities (Bristol,
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Kingsport, Johnson City and Morristown). An attempt was made to interview
all wholesalers, brokers, and repackers who handle fresh fruits and
vegetables. Chain stores that have warehouses with produce departments
were also interviewed.

The study is limited to wholesaling only and does not include
retail organizations with the exception of retail chains which have
“"yvertically integrated" wholesaling and retailing.

III. RESEARCH PROCEDURE

Three types of questionnaires were used, a different type for each
of the following: wholesalers, brokers, and chain stores. The organiza~
tions were broken down in this manner to sort the information from each
type of firm in order to get the degree of existing competition and
changes in the entire market structure. In each market all the firms
were classified into groups on the basis of type of fimm, volume, and
commodity specialiszation. The list of fimms was obtained from trade
directories. A preliminary mail survey was taken to supply information
for classification.

Wholesale handlers of fresh fruits and vegetables were grouped as
follows on the basis of major function:

Chainstores

Voluntary chains and retailer cooperatives

Wholesale grocers

Merchant wholesalers of produce

Receivers
Jobbers



Truck jobbers
Repackers and prepackagers
Merchant truckers
Service wholesalers
Purveyors

Produce agents and brokers
Buying brokers
Selling brokers
Auctions
Distributors

They were further grouped within each type on the basis of commodity
specialigation--either a general line of fruits and vegetables or specializa-
tion in something less than the full line--anmual volume.

Perfect competition was used as a nomm in determining the dynamic
market structure for the different types of firms. The volume to be moved,
demand for additional services, competition to meet consumers' demands, and
economies of scale were each taken into account to determine the degree of

existing competition.

IV. REVIEW OF LITERATURE

Very little work has been done on market structure for fresh fruits
and vegetables in Tennessee or the United States. A study of the wholesale
facilities in Nashville was made by the United States Department of Agri-
culture in 1951, and a study of the facilities in Knoxville in 1958, but

these studies were of present facilitlies rather than of market structure.
A study was made by the North Carolina Agricultural Experiment
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Station in 1958 on vegetable prices and market structure in southeast
North Carolina. In that study it was hypothesized that if proper changes
were made in market structure, the disadvantages of small seale production
might be overcome. A very high proportion (B8 per cent) of farms selling
vegetables in the sample area sold less than 500 worth annually. This
was found to present complications in large scale purchasing by chain
stores and independent mpcmrkota."

The study made by the Agricultural Experiment Station of the Uni-
versity of Wisconsin in April, 1960, on changes in market structure of
grocery retailing, 1940-38, has already been mentioned. Mueller and
Garoian found that in 1958, 790 corporate chains, each operating four or
more stores, accounted for L3 per cent of all grocery store sales; in
1948, they had accounted for only 38 per ecent. A decreasing number of
chains were found to be doing an increasing share of the total grocery
business. Unaffiliated independents accounted for 15 per cent of total |
grocery store sales, and only 27 per cent of independent sales in 1958,
compared to their share of 54 per cent of independent sales in 1940. This
indicated that chains and cooperative groups were continually increasing
their share of the market.® \

A study was published by the Agricultural Marketing Service, Market-
ing Economics Research Division, United States Department of Agriculture,
in July, 1960, on chainstore merchandising and procurement practices. The

TRichard A. King, Loyd C. Martin, and Arthur D, Seale Jr., Vegetable
Prices and Market Structure, Technical Bulletin No. 13k (Raleigh: 155“‘
Tarolina Agricultural Bxperiment Station, August, 1958), p. 80.

8Mueller and Garoian, op. eite, ps 6.

T e N T R



11
merchandising and procurement practices of chain stores had a direct influ-
ence on marketing channels for fresh frults and vegetables. In 1958,
285,000 grocery storves sold $Lk.1 billion of food; in 1935, 354,000 grocery
stores sold $7.8 billion of foods The number of stores declined 19 per
cent and average sales per store increased seven times. This study indi-
cated that in 1958 an estimated 73 per cent of sales of independent grocery
stores (single units and chains with ten stores or less) was made by stores
affiliated with voluntary or cooperative groups. They also found that
chains as a group increased their share from 26 to 35 per cent between
1935 and 1958; the national chains held fairly steady at 16 per cent.
Regional and local chains showed increases, with voluntary and cooperative
groups making a sharp increase (Figure 1).

It was found that each group strove to create for itself a favorable
competitive position by combining various policies and practices in dif-
ferent ways, but they all followed the practice of utilizing fresh fruits
and vegetables as a "traffic builder,"’

V. DEFINITIONS OF TERMS USED

Market structure: Bain defines market structure as "those charac-
teristics of the organization of a market which seem to influence strategi-
cally the nature of competition and pricing within the market,"0

Carlot receivers receive in large quantities and normally carry a
complete line of fresh fruits and vegetables.

%y, S. Department of Agriculture, Chain Store Merchandising and
Procurement Practices, op. ¢ite, p« 2k

10joe S, Bain, Industrial Organization (New York: John Wiley and
Sons, 1959), p. 7.
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1935 1939 1948 1954 1958

Figure 1. Changes in share of retail food sales 1935 to 1958. :
(From U. S. Department of Agriculture Marketing Research Report No. L17.)t
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Commodity specialists primarily specialize in either ripening and
repacking tomatoes or storing and ripening bananas.

Truck jobber does all business from his truck; does not sell from
a store or warehouse. Delivers merchandise and usually has regular
customer route.

Jobber purchases more than 50 per cent of receipts from receivers,
auctions, and other jobbers in the terminal market.

Purveyor: a jobber who sells 50 per cent or more of his volume to
institutional outlets.

Service wholesaler buys more than 50 per cent from shipping point
or local famers, has store or warehouse, sometimes delivers and/or pre-
packages.

Selling broker negotiates sales on behalf of receivers, may repre-
sent a number of shippers at any one time; does not take title to or
physically handle produce.

Corporate chain: eleven or more stores under single ownership.

Traffic builder: any product used to draw customers.



CHAPTER II

WHOLESALE FRESH FRUIT AND VEGETABLE
MARKETS IN TENNESSEE

In this chapter wholesale facilities, types of wholesalers, unloads,

and area of distribution are described for the Chattanocga, Knoxville,
Memphis, Nashville, and Tri-Cities markets. The number and types of firms
vary for the five cities; also the physical facilities and state of mainte~
nance differ in each markeet. Tables III, V, VII, IX, and XI give indica-
tions of the increased percentage of total volume being handled by chain
grocery stores in cities where voluntary and cooperative groups have
organiged.

Facilities

The wholesale facilities in Chattanooga were growped primarily in
one location, but warehouse facilities were old and poorly equipped for
warehousing and displaying fresh fruits and vegetables. The majority of
these facilities were located on the same plot as the farmers' marieet,
making it very desirable for cash-and-carry customers. A new food terminal
was built by a railroad company to provide warehouse and marketing faecili-
ties for both a famers' and wholesalers' market, but it proved to be

inadequate because it could be reached by only one street. Other modern
facilities are not being built, possibly because of the uncertain future
of independent fresh fruit and vegetable wholesalers, as indicated by
proprietors. Figure 2 gives the location of present facilities in Chatta-

nooga.



*096T ‘oesseuus] ‘edoouelley) UT SOTYTTTOBJ STESSTOYM JO UOTIBI0T °¢ axn3Ty

vl

ONVRVHNIIHY

= v

N~

-
%) AB4 9)

ie%0.8 @
@ @snoysJop uioyd pood B
‘S'M bsp 8 und @
PDOJJIDY vt

*AmH JoloW

|

N




16

Type of Wholesalers
Fresh fruits and vegetables were handled by twenty-three wholesalers

in the Chattanocoga market, classified in the following manner: ten carlot
receivers, five commodity specialists, two jobbers, two truck jobbers, and
four chains (Table III)., These dealers provided a supply of fresh produce
throughout the year to retailers and institutions in the trade area.
Chattanooga had two brokers of fresh fruits and vegetables, one of which
did not operate for the entire year.

Unloads

The twenty-three wholesale fruit and vegetable dealers in Chatta-
nooga reported receipts of 1,257 carlots of produce, 21 per cent of which
arrived by rail, and 79 per cent by truck. The total volume was broken
down in the following mammer: 2,672 carlots direct from shipping point,
329 carlots from local fammers, 815 carlots from other local sources, and
112 carlots from other temminal markets, Three hundred twenty-nine carlots
of intermarket "second handling" was transacted. A total volume of 3,928
carlots of fresh fruits and vegetables passed through the Chattanooga
market.

Distribution
Fresh fruits and vegetables were distributed from Chattanocoga to

twenty~four counties of Tennessee and to four other states. Sales were
made to institutions and retailers locally, and also to points such as
Spencer, Tennessee, to the north; Madisonville, Tennessee, to the east;
Rome, Georgia, to the south; and Decatur, Alabama, to the southwest

(Figure 10, Appendix A). The wholesale fresh fruit and vegetable trade
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TABLE III

TYPES OF WHOLESALERS FOR FRESH FRUITS AND VEGETABLES
BY VOIUME IN CHATTANOOGA, TENNESSEE, 19592

&r’gl:{lr Number Volume Average

Carlots Per cent Carlots
Carlot receivers 10 1,265 29.7 127
Commodity specialists 5 1,160 27.2 232
Jobbers 2 505 11,8 253
Truck jobbers 2 100 2.3 50
Chains® L 1,227 29,0 307
Total 23 b,257°  100.0 185

8lata were collected for calendar year ending December 1959.

BChain stores are listed under wholesalers to include the whole-
sale buying of fresh fruits and vegetables by chain stores that had ware-
houses and produce divisions.

Clncludes 329 carlots of intermarket "second handling.®
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area of Chattanooga extends eighty miles to the north and south, and
approximately 150 miles to the northeast, northwest, and southwest. One
dealer services Somerset and Monticello, Kentucky; shipments of tomatoes
by repackers were sometimes made to Cleveland, Ohio.

As shown in Table IV, approximately 58 per cent of the total volume
handled by Chattanooga dealers was distributed inside the city limits, 20
per cent was distributed outside the city but within the metropolitan area,
and 22 per cent was distributed farther out with a range in distance
serviced from 15 to 300 miles. Approximately 8L per cent of the dealers
provided delivery service to customers in the trade area.

II. KNOXVILLE MARKETS

Fagilities

The majority of wholesale fresh fruit and vegetable facilities in
Knoxville were located on the Forest Avenue Market and were poorly main-
tained, with very little warehouse and display space available. Many of
the dealers at the Forest Avenue Market displayed produce on the concrete
sidewalk in front of their establislments. Even though facilities were
poorly maintained, ripening rooms were available. The Forest Avenue
dealers did not have rail sidings at their establishments, but dealers
located outside this particular market did have access to rail spurs and
better warehouse facilities. Carlot receivers, commodity specialists,
and truck jobbers occupied a similar type of facilities. The Transporta-
tion and Facilities Research Division, A.,M.8., U.5.D.A,, Washington, D. C.,
conducted a study on wholesale marketing facilities in Knoxville, issued
in May, 1960; therefore, the need for improved marketing facilities has



TABLE IV

VOLUME AND PER CENT OF FRESH FRUITS AND VEGETABLES
DISTRIBUTED TO VARIOUS SECTIONS OF TRADE AREA,
CHATTANOOGA, TENNESSEE, 1959

Area of distribution Volume
Carlots Per cent
City 2,278 5749
Metropolitan 786 20.0
Outside metropolitan 86k 22.1
Total 3,9288 100.0

8Does not include 329 carlots of intermarket "second handling."
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been realized. Figure 3 gives the location of present fagilities in Knoxville.

Iypes of Wholesalers

Fresh fruits and vegetables were handled by thirty~two wholesalers
in the Knoxville market, classified in the following mamner: eighteen
carlot receivers, six commodity specialists, six truck jobbers, and two
chains (Table V). In addition to this, three brokers of fresh fruits and
i‘gotablos serve the Knoxville market. The majority of these dealers were
located on the Forest Avenue Market.

Unloads
The thirty-two wholesale fruit and vegetable dealers in Knoxville
reported nuipfa of 7,297 carlots of fresh produce, of which 26 per cent
arrived by rail, and 74 per cent by truck. The total volume was broken
down in the following manner: 6,069 carlots direct from shipping point,
182 carlots from local fammers, 204 carlots from other local sources, 478
carlots from other terminal markets, and 364 carlots of intermarket "second
handling" was transacted. A total volume of 6,933 carlots of fresh fruits
and vegetables passed through the Knoxville market. In addition to the
above volume, one chain supplied their stores from warehouses located out-
side of the Knoxville market, but would not reveal the number of carlots
shipped to their Knoxville stores. Another chain shipped supplies of fresh
fruits and vegetables to their Knoxville stores from Nashville, Tennessee.

Distribution

Fresh fruits and vegetables were distributed to four states other
than Tennessee from the Knoxville market. Sales were made to retailers
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TABLE V
TYPES OF WHOLESALERS FOR FRESH FRUITS AND VBGETABLES
BY VOIUME IN KNOXVILLE, TENNESSEE, 1959%
Type of
wholesaler Number Volume Average
Carlots Per cent Carlots

Carlot receivers 18 3,71 50.9 206
Commodity specialists 6 750 10.3 125
Truck jobbers 6 559 746 93
ChainsPs® 2 2,274 31.2 1,137 ‘

Total 32 7,297  100.0 228
— ——e — — e ee—— 3

8Data were collected for calendar year ending December, 1959.

bChain stores are listed under wholesalers to include the whole-
sale buying of fresh fruits and vegetables by chain stores that had
warehouses and produce divisions.

COne other chain organization had a warehouse located outside
the Knoxville trade area and would not disclose information as to volume
shipped to Knoxville stores.

YIncludes 364 carlots of intermarket "second handling."
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and institutions locally, to small towns throughout the trade area and to
truck jobbers who provided delivery service to more distant retailers.
Sales were made to such points as Norton, Virginia, to the northeast;
Newport, Tennessee, to the east; Etowah, Tennessee, to the southwest; and
Crossville, Tennessee, to the west (Figure 11, Appendix A). The wholesale
fresh fruit and vegetable trade area extends one hundred miles to the
northeast, eighty miles to the southwest, and fifty miles to the east.
When the tomato repackers oversupplied the Knoxville market, shipments
vere made to points outside the regular trade area, such as Cleveland,
Ohio, and Philadelphia, Pennsylvania.

As shown in Table VI approximately 3L per cent of the total volume
of fresh fruits and vegetables handled by Knoxville dealers was distributed
within the Knoxville city limits, 6 per cent was distributed in the metro-
politan area outside the city, and 60 per cent was distributed farther out,

" with a range in distance serviced from 90 to 250 miles. Forty per cent of

the dealers provided delivery service to customers in the trade area.
III. MEMPHIS MARKETS

Facilities

No central market area for wholesale fresh fruits and vegetables
existed in Memphis. The wholesalers and chain store warehouses were scat-
tered throughout the city causing some difference in pricing and cartage
expense, and much inconvenience to customers. As a result of the scattered
location of facilities in Memphis, a large number of wholesalers employed
salesmen and provided delivery service to promote business. The individual




TABLE VI

VOLUME AND PER CENT OF FRESH FRUITS AND VEGETABLES
DISTRIBUTED TO VARIOUS SECTIONS OF TRADE AREA,
KNOXVILLE, TENNESSEE, 1959

e —
Area of distribution Yolume
Carlots Per cent
City 2,357 33.9
Metropolitan 16 6.0
Outside metropolitan k160 60.1
Total 6,933% ° 100.0

- e e e e o e
o e o e

%Does not include 36l cerlots of intermarket "second handling."

2L
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wholesalers had modern or adequately maintained facilities with rail sidings
available at most establishments. Figure 4 gives the location of present
facilities in Memphis.

Types of Wholesalers
Fresh fruits and vegetables were handled by twenty wholesalers in

the Memphis market, classified in the following manner: six carlot receivers,

nine commodity specialists, two jobbers, and three chains (Table VII). In
addition to these dealers Memphis had six brokers of fresh fruits and vege-
tables who serviced the Memphis area.

Unloads
The twenty wholesale fruit and vegetable dealers in Memphis reported

receipts of 10,927 carlots of produce, of which 28 per cent arrived by rail,

and 72 per cent by truck. The total volume was broken down in the following
manner: 6,878 carlots direct from shipping point, 879 carlots from loecal
farmers, 2,706 carlots from other loeal sources, and 67 carlots from other
terminal markets. Three hundred ninety-seven carlots of intemmarket "second
handling” was transacted. A total volume of 10,530 carlots of fresh fruits
and vegetables passed through the Memphis market.

Distribution
Fresh fruits and vegetables were distributed from Memphis to six

other states besides a large sector of West Tennessee. Sales were made to
retailers and institutions locally and throughout the trade area, and to
truck jobbers from out of town who made deliveries to independent retailers.
Sales were made to Metropolis, Illinois, to the north; Huntsville, Alabama,
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TABLE VII

TYPES OF WHOLESALERS FOR FRESH FRUITS AND VEGETABLES
BY VOLUME IN MEMPHIS, TENNESSEE, 1959@
zwm
Type of

wholesaler Number Volume Average
Carlots Per cent Carlots
Carlot receivers 6 3,890 35,6 648
Commodity specialists 9 2,371 21.7 263
Jobbers 2 % 0.8 LS
Chains®s® 3 LyST6 W19 1,525
Total 20 10,927%  100.0 56

8Data were collected for calendar year ending December, 1959.

BChain stores are listed under wholesalers to include the whole-

sale buying of fresh fruits and vegetables by chain stores that had
warehouses and produce divisions.

©Two other chains located in Memphis would not disclose informa-
tion as to volume of business.

OIncludes 397 carlots of intermarket "second handling,"
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to the east; Jackson, Mississippi, to the south; and Russelville, Arkansas,
to the west (Figure 12, Appendix A). The wholesale fresh fruit and vege-

table trade area extends about 150 miles in all directions from Memphis.
Shipments of tomatoes were also made to Chicago, Illinois, and Cincinnati,
Ohio.

As shown in Table VIII, about 62 per cent of the total volume handled
by Memphis dealers was distributed inside the city limits, 8 per cent was
distributed outside the city but within the metropoliten area, and 30 per
cent was distributed farther out, with a range in distance serviced from
50 to 300 miles. Approximately 9k per cent of the Memphis dealers provided
delivery service, the highest percentage of any market in the study.

IV, NASHVILLE MARKETS

Facilities
The facilities used by Nashville wholesale dealers varied widely,

with the smaller dealers operating from buildings which were designed for
some other use, such as retail establishments. Therefore less efficiency
was realiged in their handling of fresh fruits and vegetables. The larger
firms occupied modern facilities with adequate display rooms and storage
spaces. Many of the establishments had rail sidings, and team tracks were
conveniently located to all sections of the market district. Figure 5
gives the location of present facilities in Nashville.

Iypes of Wholesalers
Fresh fruits and vegetables were handled by twenty-seven wholesalers
in the Nashville market, classified in the following manner: eleven carlot



TABLE VIII

VOLUME AND PER CENT OF FRESH FRUITS AND VEGETABLES
DISTRIBUTED TO VARIOUS SECTIONS OF TRADE AREA,
MEMPHIS, TENMESSEE, 1959

T o S e Tee.

Area of cistribution Volume
Carlots Per cent
City 6,529 62.0
Metropolitan 82 8.0
Outside metropolitan 3,159 30.0
Total 10,530*  100.0

——
e

%Poes not inelude 397 carlots of intermarket "second handling."
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receivers, four commodity specialists, ten jobbers, and two chain stores
(Table IX). HNashville had one fresh fruit and vegetable broker to sexrve
the entire market area. These wholesalers were located primarily in the
north central section of the city, known as the market district. Several
of the independent dealers did both receiving and jobbing business, with
the smaller firms doing strictly jobbing. The farmers' market was also
located in the market district, with three jobbers operating from the open
shed inside the market.

Unloads

The wholesale fruit and vegetable dealers in Nashville reported
receipts of 7,520 carlots of produce, 29 per cent of which arrived by
rail, and 71 per cent by truck. The volume was broken down in the follow-
ing mamner: 5,535 carlots direct from shipping point, 553 carlots from
local farmers, 379 carlots from other local sources, and 61 carlots from
other huimi markets. Nine hundred ninety-two carlots of intemarket
"second handling" was transacted, giving a total volume of 6,528 carlots
of fresh fruits and vegetables. In addition to this, two chains serviced
from Memphis would not disclose information as to the volume they handled.

Distribution
Fresh fruits and vegetables were distributed from Nashville to

forty~five counties of Middle Tennessee and to four states other than
Tennessee. Sales were made to retailers and institutions throughout the
trade area and to truck jobbers who delivered to independent retailers.
Occasionally sales were made to Metropolis, Illinois; Fort Knox, Kentucky;
Evansville, Indiana; and Birmingham, Alabama (Figure 13, Appendix A). One



TABLE IX

TYPES OF WHOLESALERS FOR FRESH FRUITS AND VEGETABLES
BY VOLUME IN MASHVILLE, TENNESSEE, 1959

32

wholesaler Number . V:lar - %g%
Carlot receivers 11 55330 70.9 L85
Commodity specialists N 386 5.1 97
Jobbers 10 687 9.1 69
Chains®?® 2 L,0T W 559

Total 27 7,5208  100.0 279

8pata were collected for calendar year ending December, 1959.

BChain stores are listed under wholesalers to include the whole-
sale buying of fresh fruits and vegetables by chain stores that have
warehouses and produce divisions.

CTwo corporate chains were serviced from Memphis and would not
disclose information as to volume of business.

drneludes 992 carlots of intermarket "second handling."
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wholesaler interviewed provided scheduled delivery services to retailers

in the Nashville trade area to supply fresh produce three times per week.

As shown in Table X, about 43 per cent of the total volume handled
by Nashville dealers was distributed within the city limits, 26 per cent
outside the city but within the metropolitan area, and 31 per cent was
distributed farther out, with a range in distance served from 35 to 1L0
miles. Approximately 88 per cent of the Nashville dealers provided delivery
service to customers in the trade area.

V. TRI.CITIES (KINGSPORT, JOHNSON CITY, AND BRISTOL)
AND MORRISTOWN MARKETS

Facilities

Various types of facilities were used by the Tri-~Cities and Morris-
town dealers; some had modern warechouse buildings, with well-arranged
ripening rooms and unloading ramps, while others were using poorly main-
tained warehouses with many inadequacies. One grocery chain bought fresh
produce direct from the shipping point and supplied its stores from trucks
without having a produce warehouse. Morristown and Johnson City had the
largest firms in this seection of Tennessee. Figure 6 gives the location
of present fwmuos in the Tri<Cities area.

Types of Wholesalers

Fresh fruits and vegetables were handled by seventeen wholesalers
in Upper East Tennessee. They were classified in the following manner:
five carlot receivers, six commodity specialists, four truck jobbers, and
two chain stores (Table XI). These wholesalers were scattered over Upper
East Tennessee, with four in Kingsport, six in Bristel, four in Johnson


https://facili1d.e8

TABIE X

VOLUME AND PER CENT OF FRESH FRUITS AND VEGETABLES
DISTRIBUTED TO VARIOUS SECTIONS OF TRADE AREA,
NASHVILLE, TENNESSEE, 1959

B e e

Arvea of distribution Volume
Carlots Per cent
City 2,806 h2.9
Metropolitan 1,698 26.1
Outside metropolitan 2,02 31.0
Total 6,5282 100.0

e e e oo o o i e o 2 S e e
2Does not include 992 carlots of intermarket "second handling."
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TABLE XI

TYPES OF WHOLESALERS FOR IRESH FRUITS mmm;gm
BY VOLUME IN TRI-CITIES AREA,® TENNESSEE, 195

Type of

wholesaler Number Volume Average
. Carlots Per cent Carlots
Carlot receivers 5 3,042 70.3 608
Commodity specialists 6 595 13.8 99
Truck jobbers L 98 2.3 25
Chains® 2 590 13.6 295
Total 17 4,3259  100.0 25
e —— e —— — S— o remarrrems ————

8gingsport, Johnson City, Bristol, and Morristown.

bpata were collected for calendar year ending December, 1959.

€Chain stores are listed under wholesalers to include the whole-
sale buying of fresh fruits and vegetables by those that have warehouses
and produce divisions.

81ncludes $9 carlots of intermarket "second handling."




37
City, and one in Morristown. In addition to these independent wholesalers,
one grocery chain was located in Kingsport, and one in Johnson City. One
supermarket operator in Kingsport also did his own buying and handling of
fresh fruits and vegetables direct from shipping point. One brokerage
firm was located in this area with offices in Bristol and Johnson City.

Unloads

The seventeen wholesale fruit and vegetable dealers in this market
district reported receipts of L,325 carlots of which 24 per cent arrived
by rail, and 76 per cent by truck. The total volume was broken down in
the following mamner: 3,869 carlots direct from shipping point, 151 car-
lots from other local sources, 246 carlots from other temminal markets,
and 59 carlots of "second handled" intermerket transactions, giving a
total volume of 4,266 carlots of fresh fruits and vegetables.

Distribution

Fresh fruits and vegetables were distributed to sixteen counties
of Upper East Tennessee and to three other states. Sales were made through-
out the area by both wholesalers and truck jobbers. The wholesale dealer
located in Morristoun provided delivery service to distant points such as
Etowah, Rockwood, and Gatlinburg, Temnessee; London and Ashland, Kentucky;
Bluefield, West Virginia; and Radford, Virginia (Figure 1k, Appendix 4).

As showun in Table XII about 29 per cent of the total volume handled
by dealers in this section was distributed within what is referved to as
the metropolitan area, and 71 per cent was distributed farther out. Ap-
proximately 87 per cent of the dealers provided delivery service to cus-
tomers.
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TABLE XII

VOLUME AND PER CENT OF FRESH FRUITS AND VEGETABLES
DISTRIBUTED TO VARIOUS SECTIONS OF TRADE AREA,
TRI-CITIES,® UPPER EAST TENNESSEE, 1959

s — o e e g i T e o e st et
Area of distribution Volume
Carlots Per cent
City and metropolitan 1,237 2940
Outside metropolitan 3,029 71.0
Total L, 266 100.0
fre - s et rne — — e = B e et ettt ]

8Kingsport, Johnson City, Bristol, and Morristown.
Phoes not include 59 carlots of intermarket "second handling."



CHAPIER III
MARKET STRUCTURE

The term "market structure" suggests some characteristic or condition
in the fresh fruit and vegetable market which influences the behavior and
performance of fimms therein. In some way it influences the forces of
supply and demand, with markets varying in their performance as structural
characteristies change.

Factors which affect the decisions of marketers may be placed in

| three categories: (1) those external to the market, (2) those internal to

individuals operating in the market (e.g., buyers' attitudes or the whimsey
of a seller's wife), (3) those peculiar to and significantly influential in
the market itself. Under category three usually falls the number of buyers
and sellers in the market.® The two most commonly named characteristics in
discussing market structure are number of operators in the market and
product differentiation. These two characteristics determine in large
measure the "power relations."?

A large number of buyers and sellers in a market leads to atomistic
power relations with neither buyer nor seller being able to influence the
market. FEconomic theory suggests that a firm's competitive behavior is
largely determined by the market structure in which it operates. Therefore,
to determine the market structure of wholesale fruit and vegetable markets,

Li111iam Cochrane, "The Market as a Unit of Inquiry," Journal of
Farm Feonomics, XXXIX (February, 1957), 29=30.

27pid.
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an investigation must be made of product differentiation, market concentra-
tion, number of firms, and nature of barriers.

I. MARKETING SYSTEM

Perfect Competition

The four requirements of perfect competition are: (1) a large number
of buyers and sellers, (2) a homogeneous commodity, (3) close contact of -
buyers and sellers, and no discrimination on the part of bwuu.’ The
atomistic power relations on the producert's (seller) side possessed many
of the conditions for perfect competition. The producers made up a large
number of sellers, each one being unable to affect the market. A certain
degree of homogeneity existed between grades of produce, in that buyers did
not prefer the product of one seller over another of the same grade. There
was no discrimination on the part of buyers except in being able to purchase
the quantity and quality as required by their firms. Even though some of the
characteristics of perfect competition existed, the market could not be so
classified as the number of buyers were few and market knowledge limited.

The decreasing number of wholesale buyers who handle the supply of
fresh fruits and vegetables was causing an increase in sisze of lot demanded.
This was requiring a large number of small atomistic sellers to alter their
marketing procedure so they could maintain a competitive position in the
market. If proper changes wers made to meet the changing market structure,

marketing margins would be reduced, reflecting a lower cost. A given amount

3Kenneth E. Boulding, Economic Analysis (third edition; New York:
Harper and Brothers, 1955), ps Lb.
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spent for fresh produce in a competitive market and a reduction in marketing
cost would mean more added to farm income in the short run. In the long
run this would mean that producers, distributors, and consumers all bene~
fieb

II. TIMPERFECTIONS IN THE MARKET

The wholesale structure for fresh fruits and vegetables had many of
the characteristics common to firms operating under oligopolistic conditions.
The few wholesale firms in each market were placed in market sub-groups
based on number of firms in the market and differentiation of products or
services as influenced by size of firm, with each seller supplying a sig-
nificant part of the total demand. It was found that chain groups made up
one sub-group and merchant wholesalers another. The sub=-group of corporate
chains and voluntary and cooperative groups seemed to place the retailing
of fresh produce by these large groups in an oligopoly situation, whereas
the producer was faced with fewer and larger wholesale firms to distribute
the product, placing him in a position of less bargaining power or facing
an oligopsonistic situation. There was a high degree of substitution by
producers (sellers) between the two sub-groups. The degree of substitution
between market subegroups determined the nature of the demand and supply
curves for the chain group and merchant wholouhn.s

l‘ﬂem’.my 8. Shepherd, Marketing Farm Products (Ames: The Iowa State
College Press, 1955), p. 1k.

Sﬂmr C+ Evans, The Ratum of tition Processors in
;E:mnm Aves, Bulls 99"'{5.,7— Torlcultaral
nt Station, June, l957)p Pe 15.
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Another imperfection in the wholesale fresh fruit and vegetable
wholesale market was price leadership by large firms, with about 60 per
cent of the merchant wholesalers being unable to follow an independent
pricing policy. In other words, chain and voluntary cooperative groups
were foreing smaller firms to follow their prices because the small firms
were handling a relatively small volume, which was sold to independent
retailers who were in competition with large chains and cooperative groups.

As illustrated in Figure 7 the oligopolist will sell some quantity
of produce Q at a price of P. If he raises his price above P, he may
assume that his rivals, the small merchant wholesalers, will not change
price and his sales will fall off rapidly along DD'. If he reduces his
price below P, his rivals will most likely mateh hie reduction or under
cut his price, in which case his sales will increase along D'D", This
reaction %o price change gives a "kinked" demand curve. Oligopoly pricing
is generally uncertain because of rivals' reactions to chm'.é

III. NUMBER OF FIRMS BY SIZE

It was found that wholesale fresh fruit and vegetable markets in s
Tennessee consisted of a relatively small number of wholesale buyers of ‘
fresh produce, with 3l per cent of them selling from one to fifty carlots
per year and 53 per cent selling less than one hundred (Table XIII). Many
of these small firms, which were serviced by independent carlot receivers,
indicated during the survey that they intended to go out of business if
chain stores and voluntary cooperative groups continued to grow. Memphis

6Bain, op. cit., p. 280.



Price and Cost

Output

MC — Marginal Cost
MR - Marginal Revenue
D — Demand

Figure 7. Demand under conditions of oligopoly.
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is a good example of what may happen as the population grows and markets
become larger. Memphis had the smallest number of independent wholesale
fresh fruit and vegetable firme, and the larpest volume of business of any
area in the state, with the exception of Tri-Cities, which had fifteen

independent dealers, but about 60 per cent less volume., Three of the firms
in Memphis did under fifty carlots business per year and only six (35 per
cent) did from one to one hundred. Fifty-two per cent in Neshville and

67 per cent in the Tri-Cities area handled from one to one hundred carlots
per year. As markets grew, chain stores and voluntary cooperative groups
seemed to thrive, causing fewer and fewer wholesale buyers of fresh produce
to exist, changing the competitive position of small wholesalers and pro-
ducers. Table XIII also shows that 2l per cent of the chain stores handled
over 1,050 carlots of fresh produce per year, compared with only 2 per cent
of the independent firms handling that much.

IV. SOURCES OF SUPPLIES

The fresh fruits and vegetables handled by wholesalers and chains
in Tennessee originated in local production areas of Tenmessee as well as
in major production areas throughout the United States, Cuba, Mexico, and
South America. Most of the receipts were shipped from western states and
Florida.

A large volume of business was done through direct buying, with 73
per cent of the receipts being shipped divect from shipping point and 6 per
cent of the wholesalers' total receipts being purchased direct from local
farmers, giving a total of 79 per cent of all receipts in the markets sampled
as direct purchases. Carlot receivers had the largest volume of direct
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receipts, about 56 per cent. Commodity specialists handled 20 per cent

of the direct receipts, jobbers L per cent, and chain stores 20 per cent.

The size and type of firms had a significant influence on source of
supply since carlot receivers handled about 50 per cent of the total volume,
and 81 per cent of the carlot receivers receipts were direct from shipping
point. Commodity specialists handled only 15 per cent of the total volume,
but 97 per cent of all receipts by commodity specialists were direct from
shipping point. Jobbers handled 6 per cent of the total volume, of which
53 per cent was direct from shipping point. This high percentage of direct
receipts by jobbers was accounted for by truck jobbers doing a large volume
of their business during the fruit and melon season, at which time trips
were made to shipping points for supplies. Chain stores with warehouse
facilities and produce divisions handled about 29 per cent of the total
volume. Fifty per cent of the chain volume was purchased direct from
shipping point (Table XIV). Voluntary and cooperative groups were included
in chain volume, with the smaller organizations purchasing a considerable
amount from sources other than shipping peint.

A statistical anmalysis of Table XIV showed a significant difference
between sources of supply at the .05 level.

V. OUTLETS INCLUDING VARIATIONS

The outlets for wholesale fresh fruits and vegetables consisted of
corporate chains, voluntary chains, independent grocers, institutions, and
other buyers, such as jobbers and specialty food stores. Thirty-two per
cent, or 7,768 carlots of wholesale sales by independent fresh fruit and
vegetable wholesalers, were made to chain stores, with chain stores handling
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an additional volume of 5,88lL carlots of direct receipts. Wholesale sales

to independent grocers were about 2 per cent, sales to institutions were
1l per cent and the remaining outlets grouped under "other buyers" handled
30 per cent (Table XV).7 A significant difference did exist between out-
lets at the .05 level but there was no significant difference between
cities (Table XXII, Appendix B).

Memphis wholesalers reported the largest volume, 2,713 carloets or
46 per cent of their total volume, as sales to chains, probably because of
chains which had organiged voluntarily but had no produce division incor-
porated in the business. The Knoxville wholesale firms reported the small-
est volume of sales to chains (12 per cent) of any market reporting (Table
iIV). The major chains in Knoxville have their own produce divisions and
buy primarily from shipping points.

A relatively large volume of sales now being made to chains by
independent wholesalers may not continue to be an outlet once a produce
division is incorporated in the wholesale buyying of fresh fruits and vege~
tables by these fims.

VI. SERVICE PERFORMED

The five major services performed by wholesalers were: suggest
retail prices, extend credit, train produce personnel, assist with mer-

TThe carlot volume listed under outlets will not correspond with
volume of receipts. The percentage reported by wholesalers as sales to
chains plus direct receipts reported by chains is greater than total
receipts reported by chains because two corporate chains in Tennessee would
not disclose information as to volume of receipts.
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chandising, and delivery. The extent to which these services were provided

depended on the size of firm and management's foresight as to what was
required to compete successfully, keeping in mind that the firm was profit
motivated. Dealers in each market area more nearly followed the policies
set forth by larger firms in their particular area, with distant marketing
areas having very little influence on outside operations. This helped
define the different markets and indicated that each major market area in
Tennessee would be at different stages of market structure as the popula-
tion increased. Credit and delivery services were used by most firms in
all markets. Memphis had the largest per cent of firms extending services
in pricing and merchandising. Fimms provided these services to compete in
the market, either adding or discontinuing services as changes required.
This is one method the firms used to differentiate services and build
customer loyalty, thus increasing their competitive position. Memphis
provided a larger percentage of all services, with the exception of credit,
of any market (Table XVI)., Managers were required to be alert for changes
in services so they could quickly adjust their operation.

Independent wholesalers had a wide range in gross margins, ranging
from L to 25 per cent of gross sales, with an average of 14 per cent for
all markets, the average for each market area ranging from 10 to 22 per
cent. The gross margin of chains ranged from 12 to 35 per cent, with an
average of 25 per cent. Small independent wholesalers indicated that keen
management was necessary to stay in business and that they were gradually
being "squeeszed" out because of price competition from larger firmms. About
60 per cent of the independent firms reported that their gross margin was
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determined by what the market would allow, with the market price being
influenced by larger fimms.

VII. DIFFICULTY OF ENTRY

Very few firms were entering the industry and thirteen fimms indi-
cated that future plans were to leave the business if chain groups con-
tinued to grow. Only 15 per cent of the firms had been in business less
than ten years, with about twenty-two years being the average for all firms.
To enter the wholesale fresh fruit and vegetable industry would require
considerable investment outlay in equipment, with considerable risk from
loss in handling a highly perishable product. Chains and cooperative
groups spread the risk over more units of output, making credit easier to
obtain. Small firms would also be very vulnerable in the short-run because
of insufficient capital and the inability to sustain loss. The use of
private brands by chains and large wholesalers to give product differentia-
tion also placed them in a more favorable position in the dry grocery
business and is likely to be used in the fresh fruit and vegetable market.



CHAPTER IV

MARKET STRUCTURE CHANGE AND IMPLICATION FOR PRODUCERS, WHOLESALE
AGENCIES, AND SHIPPING POINT MARKETING FIRMS

I. CHANGE IN STRUCTURE

Type of Operation and Years of Service
Only 20 per cent of the firms that had been in buziness for less

than ten years did over & hundred carlot volume annually. Commodity special-
ists had the highest average number of years (23) in business of any whole-
salers in the sample. Carlol receivers were second, with an average of 22
years. Jobbers, who usually handle a smaller volume ef produce than other
types of wholesalers, had an average of 16 years in business, the lowest

of any. BSince jobbers usually operated on a smaller scale it was easier

for them to enter the business, but because they were unable to realize

the economies of scale from which larger fimms were benofiting, they dld

not stay in as long.

Chain stores had a range of € to 65 years in which they had been
buying produce, with an average of sbout 25 years (Table XVII). The growth
of voluntary and cooperative groups in recent years accounts for a large
part of the spread in range for chain stores.

Changes in Services Performed
The struggle is not between chains and independent wholesalers, but

between large and small organizations. large organizations had made changes
in services performed and vetailers had integrated wholesaling to profit
from economies of scale. Twenty-three firms reported a change in delivery



TABLE XVII

AVERAGE YEARS SERVICE AND RANGE FOR 106 WHOLESALE
FIRMS BUYING PRODUCE IN TENNESSEE, 1959

Carlot receiver 51 22,5 1 82
Commodity specialist 25 23.0 5 101
Jobber 18 16.0 2 L5
Chain warehouse 12 27 8 65
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service with fifteen firms, or 65 per cent, reporting more delivery servige,

and eight, or 35 per cent, reporting less. Fifteen of the 106 firms re-
ported an increase in prepackaging of fresh fruits and vegetables. Eleven
firms reported an increase in services, such as merchandising, advertising,
pricing assistance, and refrigerated transportation.

Forty-nine firms reported a change of some type in services per-
formed during the past twenty years. Managers of firms making changes were
attempting to compete with chains and larger fimms, whereas small firms
were unable to make changes in many instances because of capital shortage.

Future Changes Planned
Future changes by wholesalers of fresh fruits and vegetables will

have a great influence on future structure and types of fimms that can
exist. The changes planned by 115 wholesalers reporting did not appear
very encouraging for small firms. Thirteen of the small firms planned to
go out of business and eleven others indicated that the future looked very
bad. Four wholesalers and three chains planned to make warehouse or
facility improvements. Five of the thirteen chains planned to expand pre-
packaging, while only six wholesalers indicated a change in prepackaging
or other services.

A few wholesalers and one chain representative made general state~
ments that more prepackaging would be done at the shipping point. Three
wholesalers indicated that more assistance would be given to retailers to
help them survive the pressure from large organigations.

Integration by Chain Groceries
Starting in the late thirties and continuing after World War II,
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chain organ;utim consolidated to have fewer and larger stores. Originally
chains aimed at collecting retail units under one management to secure price
advantage of large volume purchasing. Instead of providing services like
the neighborhood grocery, they aimed for lower cost by cash-and-carry.l
The process of collecting more and more rotail units under one management
is known as horigzontal integration. As time moved on, chains have not been
satisfied with this one type of integration; they have also followed another
course of action known as vertical integration which is the contrel by a
single fimm of two or more stages in the chain of production, processing,
and distribution. Chains have instituted this by combining the retailing
and wholesaling functions. As a result of vertical integration by corpo-
rate chains, independent wholesalers and retailers have formed cooperative
groups to meet competition. These steps have made it even more difficult
for unaffiliated retailers and wholesalers to stay in business, and their
future looks hazardous.

Several wholesalers were contacted that supplied dry groceries to
voluntary or cooperative groups, which would include practically all re-
tailers in the metropolitan areas of the markets studied. No produce was
being handled by these twenty-two wholesalers at the time of this study,
but a change in policy of these firms would mean a considerable expansion
in direct buying, which would decrease the number of independent whole-
salers.

1pichard L. Kohls, of Agricultural Products (New York:
The MacMillan Company, 1955;, Pe g?h"‘

-
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Changes in Marketing Channels
During the past twenty years, forty-four firms reported a change in
source of supply, with 59 per cent of these firms buying more fresh fruits

and vegetables direct from shipping point, thus by-passing auctions and
terminal markets. Forty-one per cent of the firms reporting a change had
bought more through buying brokers, or bought as pooled cars to get volume
discounts. All corporate chains bought some items direct from shipping
point, although in some instances specialty items were bought from whole-
salers in the e¢ity. Chains bought direct from shipping peint so they could
get large quantities of a unifomm quality of produce.

Many changes in technology made the shift to more direct buying
possible. Some of these improved techniques were: improved refrigeration
on motor trucks, improved highways, better communications, development of
grade standards and inspection service at shipping point. Small chains and
supermarkets can now buy direct, using motor transportation, and send the
produce direct to their stores. Merchant wholesalers can also make greater
use of direct buying by using motor transportation.

II. TIMPLICATION OF CHANGES FOR PRODUCERS
AND MARKETING FIRMS

Producers

With the increased volume of direct buying and chain store business,
producers will be required to reorganize production and marketing practices
to change the size of lot available to the buyer. It will become more dif-
ficult to dispose of small lots of poor quality produce. The volume and
quality that a producer can supply will have a great influence as to whether



there will be a market for his products in the future.

One argument against decentralized marketing or direct buying is
that no competition will exist between buyers. If small producers fail to
pool their products this might be true, but would still be questionable
with modern communications and marketing news. Improvements would need to
be made in marketing news and shipping point inspection, as indicated by
firms buying direct, but if an effective system is used, greater efficiency
in marketing would be realized, thus eliminating some of the middlemen.

The process of decentralization has been accelerated by developments
in chain store wholesaling and retailing. The wholesale gross margin was
about 14 per cent of the selling price. To this cost was often added
various cartage charges, which would not be an expense on shipments direct
from shipping point to chain warehouses. The economies achieved by direct
marketing at the producer end would be somewhat similar to those realiged
from combining retailing and wholesaling. The savings would result from
eliminating the charges and commissions of middlemen.2

Wholesale Markets

From all indications the share of total volume to be handled by
independent wholesalers will continue to decline as direct buying by chains
increases. The limits to which this decline will go depends on how competi~
tive wholesalers will remain as changes take place. If smaller chains find
that they can obtain supplies from the wholesalers at prices which allow
them to compete in the retail market, they will most likely continue to

2Shepherd, op. git., p. 86.
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patronize the wholesaler. Institutions, restaurants, and unaffiliated
retailers are expected to remain outlets for wholesalers. Specialty fims
are also needed to supply chains and other wholesalers with produce which
cannot be economically prepackaged at shipping peint.

Many wholesale fimms have realized the "squeeze" being placed on
them as a result of direct buying.

Shipping Point Flms

As direct buying increases and other structural changes talke place,
shipping point firms will become more essential toward providing the type
of products and services required by decentralized marketing. Many fimms
believe that more prepackaging at shipping point will be required. For
example, it has been found through marketing research that potatoes can be
more economically prepackaged at shipping point.3

The changing structure seems to indicate the need for emphasis on
large packing and shipping operations, to meet the specifications of the
chain store market. Shippers or packers may need to locate near the pro-
ducers, depending on the size of producers in an area. Volume control will
become important since there will be fewer independent customers, conse-
quently less total volume to this group. Therefore the withdrawal of a
carlot going to these markets which are not chains will become more pro-

nounced.

Changes in supply may cause larger price changes than formerly.

3u. 8. Department of Agriculture, Agriculture Marketing Service,
aging, Marketing Research Report No. 401 (Washington: Government
ing Office, June, 1960), p. 20.
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It will also be more difficult to clean up supplies in a market because
of fewer buyers. These will be problems shippers and packers must consider.



CHAPTER V

APPRAISAL OF ALTERNATIVE METHODS OF IMPROVING
BARGAINING POWER OF GROWERS

I. EXISTING MARKETING ORGANIZATIONS

The majority of marketing organiszations or groups in Tennessee on
the buyers' side were corporate chains and voluntary or cooperative groups
which had organized to place themselves in a better position to realize
greater economies of buying and merchandising., However, many wholesalers
were not organized to give them economies of scale. Small producers were
faced with the problem of losing their position in the market because of
the large lots being required by chain store buyers. Chain stores indi-
cated that they would pay higher prices to get high quality produce in
large volume from one producer. One of the major chains in Memphis wanted
to deal with one individual in buying produce, and suggested that small
farmmers should join together and pool their products.

The Tennessee farmer generally has not made the necessary changes
to meet competition in marketing his products. Most farmers still bring
their produce to market as individuals to deal with large chain organisza-
tions and wholesalers. This puts them in an unfavorable position because
individually they can only supply a small part of the chains' needs. The
large buyers know other producers will have products to sell, which gives
them many sources of supply. In some instances large firms have bought
just enough supplies from producers in the morning to meet their needs for
the day; then later in the aftemoon they bought the remainder of the pro-
ducers' supplies at reduced prices. Producers were unable to bargain
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because of their highly perishable produets for which they had no storage
faclilities.

The number of producers in each market area of Tennessee was rela-
tively large and the number of wholesale buyers was small. For example
five hundred farmers used the Western Avenue Market in 1958, while only
thirty-three wholesale firms handled the wholesale receipts of fresh fruits
and vegetables in Knoxville.l

The strawberry growers in Tennessee have taken steps to improve
their competitive position in the market by organizing grower cooperatives.
The Madison County Strawberry CGrowers Association, Kenton Strawberry
Growers Association, and Portland Strawberry Growers Association have been
working rather effectively. Although we do have these marketing associa-
tions, generally the present organizations on the sellers' side can be
described as a group of large numbers, whereas the buyers' side consists
of only a few.

II. ALTERNATIVE MARKET ORGANIZATIONS

Alternative marketing organizations have arisen as a result of
economic developments in the country where famers are small atomistic
producers operating in an economy of large scale industry and monopoly
control. Theoretically a fimm of optimum size, when perfoming the func-
tion of buying and selling in a perfectly competitive system of markets,
has no incentive to become vertically integrated. Most likely it would

1yilliam E. Goble, The Knoxville Wholesale and Retail Produce
Markets, Bulletin 315 (Knoxville: Tennessee Agricultural Experiment Sta-
tion, July, 1960), pp. 5-21.
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avoid integration because cost would be increased and flexibility decreased.

Integration in a theoretical world is brought about by price, which co-
ordinates the activities of buyers and sellers: fammers will produce the
right products at the right time to meet consumers demands as reflected
through the marketing system.?

The farmer today finds himself facing a position far from the per-
fectly competitive market system. Imperfect markets are the rule rather
than the exception because knowledge is poor and buyers are few. These ¥
conditions, along with future uncertainties of price, and the desire to
reduce cost, have given farmers and wholesalers alike the incentive to
integrate vertically in the fresh fruit and vegetable industry. Seven
hundred fifty-six marketing cooperatives were owned and operated by fresh
fruit and vegetable producers in the United States in 1957.3

Vertical integration as practiced today by some farmers and whole-
salers is not new. Both industry and agriculture have integrated to gain
efficlency of operations impossible to realisze under conditions of inde-
pendent operations of separate processes. Integration gives advantages to
small fammers through specialisation and larger operations.! Increased
marieeting cost and price fluctuations have encouraged vertical integration.

2Eleanor M. Bireh, Nomma R. Collins, and Williard F, Mueller,
Grower- ssor Intoemuon, Bulletin 768 (Berkley: California Agri-
nt Ny Oetohtr, 1959)’ P 6.

'3y, S. Bureau of the Census, Statistical Abstract of the United
States: 1959 (Washington: Govomx;ent ce, 1539%'551%2550,
Pe ms.

'lshph-n L. McDonald, "The Integration Process and ultural
Programs," Journal of Farm Economics, XXXV (August, 1953), 57.
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Cooperatives
A marketing cooperative is an aggregate of individual producers or

economic units who pool for joint marketing the products which they produce

independently. The cooperative's objective is to maximize the profits of
its members although it does not make any profit itself. Cooperatives
take over the sales jobs and marketing functions previously perfomed by
individuals (or fimms).

The fresh fruit and vegetable marketing cooperatives can and do
have an effect on marketing eoat.s The following advantages emphasize
their strength: (1) single management controls a number of operational
units in the marketing process, (2) less time is required to market the
products, (3) atomistic farmers benefit from large operations, realizing
greater economies of scale in marketing, and (L) cooperatives may be able
to manipulate price by having freedom of price movement. Previous research
at the Tennessee Agricultural Experiment Station shows that out of three
market groups, the one which was made up by cooperative groups received
slightly higher prices for strawberries (Figure 8).

When one cooperative sells to am lngo buyer a bilateral monopoly
exists, and when cooperatives are organized to supply & few buyers an
approximation of bilateral-oligopoly may exist. Prices may fall anywhere
within rather wide limits, with the buyers being guided by the marginal
receipts from added purchases. The sellers will be guided by their mar-
ginal cost of added production, and prices will be determined by bargaining.

The disadvantages of marketing cooperatives are not clear but the

SWerner Z. Hirsch, "Marketing Agreements and Cooperative Marketing,"
Journal of Farm Economies, XXXII (May, 1950), 221.
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possibility exists that consumers will not benefit from this type of opera-
tion if cooperatives are able to manipulate prices in a way consistent with
the profit motive. Consumers in the past have been concerned primarily
with low prices, giving very little thought to gquality, but in our changing
society more emphasis is being placed on quality, which may favor coopera-
tives since this is part of their approach to improving the marketing
system. There are also many indications that marketing cooperatives have
lowered marketing costs, with savings being diffused throughout the economy,
thus reflecting lower cost to consumers. Another factor sometimes con-
sidered to be a disadvantage of cooperatives is the control of the members
output. They may be somewhat limited in their operations as to output and
must meet specified grades and standards. Even though these things are
considered unfavorable, the advantages seem to outweigh the disadvantages
and many marketing cooperatives are in operation today. There is some
question as to how much benefit cooperatives can be to the small fruit and
vegetable growers in Tennessee because Tennessee producers provided only
a small share of national or regional volume (Table XVIII). For coopera-
tives to give long-run benefits in Tennessee it would require strict ad-
herence to prices of other supply areas because the market for any city is
not limited to one supply area. A short-run advantage is almost sure to
be profitable individually, since Tennessee farmers are providing a very
small volume to large wholesale operators, and cooperative selling should
give immediate results because it would control quality and quantity, which
the large buyer desires. However, if all producers in the United States
were members of cooperatives, then very little benefit would be likely to
be realized by small producers.



TABLE XVIII

PRODUCTION OF FRUIT AND VEGETABLE CROPS, TENNESSEE

PER CENT OF UNITED STATES, 1957-58
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Tum”m por eont | } :

of United States 19582

Crop Use® BS?pmmm;gSB ‘ronn:::: t;mn
Apples F&P 3 N $1,380
Beans snap F 3.3 be3 32
Beans snap P 2.4 2.7 1,740
Cabbage F&P 1.8 2.9 280
Peaches F&P o2 o3 L32
Pears F&P ol 5 210
Potatoes F&P 3 o2 1,432
Strawberries F&P 9.5 9uls li,190
Sweetpotatoes 3.1 2.9 2,263
Tomatoes F 9 1.7 1,2k
Total value 13,675

ource: U. S. Department of Agriculture,

1959 (wuhingm Govermment Printing Office,

8Preliminary
bFresh market and/or processed

Statistics:

ggcultuul
» PPe 263.

19
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Marketing Agreement

Marketing agreements and/or marketing orders were authorized by the
Secretary of Agriculture to give the farmer a means of improving his posi-
tion in the economy by offsetting the market power of handlers and proe-
essors. It also assured the marketing association of a definite volume
of business. A marketing agreement is a voluntary contract entered into
by the Secretary of Agriculture and handlers of a particular commodity.
The agreement affects only those who sign it and usually requires a two-
third majority for approval before it is placed in effect. A marketing
order is an order issued by the Secretary of Agriculture which males the
terms of marketing programs effective upon all handlers in the industry,
whether they sign the agreement or not.

Marketing agreements are integrated entities managed by control
boards to increase profit of its members. In order to inecrease profits,
management will differentiate its commodities and manipulate the amount
shipped. These processes are carried out by regulating sizes and grades
as well as flow of goods over time and space. The guantity of any one
grade or size may be changed for any period of time or for the entire
season, The elasticities of demand in the different markets must be
known, before lanipuhgion of goods between markets can be made profitable.
If demand is relatively inelastic in a market, small quantities can be
withdraun, bringing about a slight increase in price. This amount can
then be added to the more elastic market bringing about only a slight de-
crease in price, therefore giving a greater total dollar return.b 1

6xohls, op. eit., p. 135.
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curtailments in shipments were made of a specified grade or sigze it would
have to be faced with an inelastic demand to maximize profits. Specific
information was seldom available on elasticities, but limited research had
been done. Table XIX illustrates how elasticity of demand changed through-
out the season for fresh strawberries. The elasticity of demand changed
from "highly elastic" during the first part of the season to "less elastic"
then back to "highly elastic." During the pericds of inelastic demand a
reduction could have been made in the amount sold to increase total revenue.

Marketing agreements also involve the theory of two price systems
or price discrimination. A graphical representation is shown in Figure 9.
The processor market may be used as a diversion market for fresh fruits
and vegetables, making allocations to each based on elasticities of demand.
If the demand is inelastic for a particular grade in the fresh market and
elastic in the processor market, shifts can be made to the processor market
to increase total revenue. The demand for any given grade is affected
more or less by quantities of other grades available on the market. Con-
sideration must be given to elasticity of demand for a particular quantity
and the effect of a given quantity reduction in supply upon price per unit
of other grades. Suppose the control board is practicing price discrimina-
tion between classes of consumers, discriminating against one group of
consumers by restricting high priced grades and sises. The demand curves
would then be similar to Figure 9, where two separate market demand curves
exist: Dy Dy the demand curve for low grade produce and Dz I)2 the demand
curve for a high grade product. The contrel board would manipulate demand
by decreasing the high priced grade Dy Dy, which is less elastic than the
lower grade represented by Dy Dy. If quantity is decreased in the less



TABLE XIX

AVERAGE WEEKLY IN-FIELD ELASTICITY OF DEMAND
WITH RESPECT TO PRICE FOR FRESH LOUISIANA
STRAWBERRIES (192l=kO0)

i —
In~field demand
elasticity with
respect to price

Week of season (at_centroid)

1 "3-25
«2.6l
~2.68
=2.30

2

3

k

5 ~2,00
6

7

‘10 2!‘

«2.30
T

Source: Werner Z. Hirsch, "Marketing Agree-
ments and Cooperative Marketing," Journal of Farm
Economics, XXXII (May, 195C), 219.



Price and Cost

k \
92 MR,2 £MR
Output

a, MR

MC — Marginal Cost
MR — Marginal Revenue
$MR — Summation Marginal Revenue
D — Demand

Figure 9. Price discrimination.
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elastic and shifted to the more elastic, total revenue will be increased
by diseriminating against consumers buying the higher grades. The marginal
revenue (HR:_ for the first market and MRy for the second) determines the
amount to be sold. The profit maximising output for the marketing organi-
zation is the summation of the MRy and MR, schedules, adding the two
quantities at each marginal revenue level. The summation shown as MR
represents the relation of combined output in the two markets to marginal
receipts. The marginal cost for total output is shown as MC. To maximize
profit, allocations are made to each market until marginal receipts are
equalized, selling quantity Oqy in the low grade market and Ogp in the
high grade market, selling at price OPy and OPp corresponding to sub-
markets.! Price diserimination through fruit and vegetable marketing
agreements have somewhat similar characteristics.

To evaluate marketing agreements, the advantages and disadvantages
have been weighed, giving consideration to factors which affect the over-
all economy. The risk reducing factor is considered to be a great benefit
by farmers who enter into these agreements, by coordinating management
activities to reduce uncertainty of quality, price, and quantity. Reduc~
tion of waste in marketing of fresh fruits and vegetables because of
spollage is another factor in favoer of marketing agreements. The control
boards also control the spatial factor by not glutting markets. Through
marketing agreements farmers can better meet the demand of large chain

gtores and supemarkets.

TBain, op. eit., p. Li12.
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Another possible advantage is the better position an organization

has in bargaining for labor. Since industry is organized and competing
for labor, outbidding farmers, a need arises for fammers to receive some
of these same benefits, higher returns per hour of work and more security
by having available labor. The benefit going to the consumer is another
very important funetion of marketing agreements in that the savings in
marketing cost will readily be reflected in consumer prices because of the
degree of competition that exists in retailing.

The disadvantages of marketing agreements are many and varied,
affecting different groups in different ways. Many independent producers
resent the controls of binding agreements. Tennessee fresh fruits and
vegetables are grown in such small quantities, agreements may not be to
the producers' advantage (Table XVIII, page 67). The possibility of over-
production may also exist if more capital is added through easier credit
and improved technology is used. If this situation should arise, it would
mean lower prices to producers, but consumers would benefit.

Contract Farming
Contract farming is another alternative the fresh fruit and vege-

table producer may use to reduce risk, but once he enters into a contract
his possibilities of selling on & higher market to maximize profits are
lost. BEven though processors contract produce, chain stores and large
wholesalers would probably lean more toward buying from cooperatives.

By entering into a contract, farmers can receive capital and tech-
nical advice from the firms they are dealing with., If a farmer agrees to
a contract he can expect assistance in obtaining information as to best
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varieties, as well as advice on packing and grading, so that he is able to

produce the type of product the consumer prefers. The farmer is also more
sure of a stable income since the price and other marketing conditions
will be agreed on.

Certain inconveniences will also arise from contracts. The market-
ing firm may not be adequately equipped to give the proper advice, and less
independence by the producer will be realized. The producer may also lose
oppertunities to expand by being bound by a contract; he limits himself to
how much he can make when entering risk reducing agreements. Therefore
all members should thoroughly understand all parts of the contract, making
sure it will be beneficial to the producer, sc that unfair advantage will
not be taken by the large firm.



CHAPTER VI

SUMMARY AND CONCLUSIONS

Despite the importance of fresh fruits and vegetables as a part of
the daily food supply, very little is known about the wholesale market
structure and the magnitude of changes that have been taking place in
Tennessee. This thesis has been concerned with the present wholesale
fresh fruit and vegetable marketing system in Chattanooga, Knoxville,
Memphis, Nashville, and Tri-Cities Area in Tennessee, the impacts of
changes in market structure on wholesale agencies, shipping point market-
ing firms, and the marketing alternatives for producers as future changes
take place.

Data used in the analysis were collected from fresh fruit and vege-
table wholesalers and chain store operators in Chattanooga, Knoxville,
Memphis, Nashville, and Tri-Cities Area, Tennessee. One hundred six mer-
chant wholesalers and thirteen chain store groups provided information on
their operations.

The majority of wholesale fresh fruit and vegetable market facili-
ties were poorly organized and poorly maintained for most efficient opera-
tion. This was evident by lack of rail spurs and loading docks at many
establishments. The absence of adequate planning and improvements to
handle the increased volume of produce required by normal population growth
was very noticeable. The markets have grown with very little consideration
for marketing efficiency from the standpoint of both producers and customers.

The primary types of fresh fruit and vegetable wholesalers operating
in each city were carlot receivers, commodity specialists, jobbers, and
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chain store groups. The carlot receivers handled more fresh fruit and

vegetables than any other group, accounting for 50 per cent of the total
volume handled by all groups of wholesalers. They were followed by the
chain store group which accounted for 28 per cent of the total volume
handled. There was no significant difference between cities and volume
of business by type of wholesaler. The distribution of products between
city, metropolitan area, and outside the metropolitan area was not statis-
tically significant at the .05 level in any of the trade areas.

The number of firms handling fresh fruits and vegetables were fewer
in Memphis where the largest total volume (10,927 carlots) was handled.
Their average volume was 546 carlots, 3 times greater than the average
volume handled by wholesale firms in Chattanocoga, which had the lowest
volume (165 carlots per wholesaler) of any trade area. The Tennessee
markets consisted of a relatively small number of wholesals buyers of
fresh produce, with 3l per cent of them selling under fifty carlots an-
nually and 53 per cent selling from one to one hundred carlots. In Memphis
only six of the seventeen wholesalers did under one hundred carlots of
business per year. As market areas grew, large fimms and chain groups
seemed to thrive and small wholesale buyers were forced out, thus changing
the market structure. Exit of firms is expected to continue, with thirteen
fims planning to go out of business, and eleven others indicating that the
future looks very bad.

Direct volume buying from shipping point has greatly influenced the
market structure. About 73 per cent of the volume handled by firms con-
tacted was bought direct from shipping point. Jobbers handled the smallest
per cent of any wholesale group, accounting for only L per cent of the total.
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During the past twenty years, forty-four firms reported a change in source
of supply, with 59 per cent of these firms buying more produce direct from
shipping point. Improved truck transportation and refrigeration has en-
hanced this method of buying. A significant difference at the .05 level

was found between sources of supply used by different types of wholesalers.
Independent fresh fruit and vegetable wholesalers made 32 per cent of their
sales to chain stores, 25 per cent to independent groecers, 1l per cent to
institutions, and 30 per cent to other buyyers. As direct buying continues
to increase, the volume which independent wholesalers can sell to chain
stores is expected to decrease, which will force a small number of inde-
pendent wholesalers out of business, as previously indicated. The number
of wholesalers may also be decreased by independent retailers organising
cooperative buying groups and changing to direet buying, thus by-passing
the independent wholesaler. Twenty-two cooperatives already in operation
were handling dry groceries and,uith a change in the buying policies of
these groups to include produce, merchant wholesalers' volume would be
greatly reduced.

A wide range in gross margins was found to exist between both mer-
chant wholesalers and chain groups. Merchant wholesalers' gross margins
ranged from L to 25 per cent of sales with the average being 1l per cent.
The gross margins of chains ranged from 12 to 35 per cent with an average
of 25 per cent. About 60 per cent of the fims based their gross margins
on what the market would allow, with the market price being influenced by
the larger firms. This indicates that large firms have a great influence
on the future of the industry.
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The wholesale market was divided in two sube-groups, chain groups,
and merchant wholesalers. The chain sub-group seemed to place the retailing
of fresh produce in an oligopolistic situation whereas the atomistic pro-
ducers were facing fewer and larger buyers, placing them in more of an oli-
gopsony. The large firms also had a significant influence on the pricing
policy of small merchant wholesalers since small firms were selling to
retail competitors of chain groups.

Very little new entry was evident in the wholesale fresh fruit and
vegetable market, with twenty-two years ownership being the average for all
firms in the produce business. About 80 per cent of the firms that had
been in business less than ten years were small and handled less than one
hundred carlots per year. The larger fimms were providing new innovations
and services to attract customers, thus making it very difficult for small
firmms to enter or remain in the business.

The few changes in market structure pointed out in this thesis are
by no means all that have taken place during the past twenty years. How-
ever, it is believed these changes require producers to adjust their market-
ing system to meet the demands of a dynamic wholesale fruit and vegetable
industry. It is evident that larger quantities and a higher quality of
produce must be offered for sale if producers are to sell their produce to
the fast growing chain store groups. With many small firms planning to
leave the wholesale market and the forming of produce divisions by volun-
tary cooperative groups already in the dry grocery business, the producer
is being forced to sell to fewer fimms.

The producers have available alternatives in that marketing coopera-
tives can be formed to do the marketing job previously performed by the
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individual producers. Also marketing agreements and contracts can be sought
by individual producers which tend to give stability of marketing. The
producer must supply commodities in the quantity and quality desired by the
wholesaler if this remains the major outlet for his production.
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Figure 12. Wholesale trade area for fresh fruits and vegetables

from the Memphis, Tennessee, markets, July, 1960.
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Figure 13. Wholesale trade area for fresh fruits and vegetables
from the Nashville, Tennessee, markets, July, 1960.
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TABLE XX

THE AVERAGE VOIUME OF FRESH FRUITS AND VEGETABLES FOR
TYPES OF WHOLESALERS BY CITIES, TENNESSEE, 19598

wholesaler Chattanooga Knoxville Memphis Nashville Tri-Cities®
Carlots

Carlot receivers 127 206 °  6uB ks 608

Commodity spec. 232 125 263 97 99

Jobbers 253 —— LS 69 weou

Truck jobbers 50 9 - . 23

Chains 307 1,137 1,505 559 295
Total 969 1,561 2,481 1,210 1,027

Bt o e e O e et A A et et

8pata were collected for the calendar year ending December, 1959.
bringsport, Johnson City, Bristol, and Morristown.
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TABLE XXI

VOIUME OF FRESH FRUITS AND VEGETABLES DISTRIBUTED TO
VARIOUS SECTIONS OF TRADE AREA BY CITIES,
TENNESSEE, 19598

distribution Chattanooga Knoxville Memphis Nashville Tri-Cities®

Volume (carlots)®

City 2,278 2,357 6,529 2,806 1,237
Metropolitan 786 416 842 1,698 ———
Outside

metropolitan 86L k160 3,159 2,02k 3,029

Total 3,928 6,933 10,530 6,528 L,266

8pata were collected for calendar year ending December, 1959.
bringsport, Johnson City, Bristol, and Morristown.
®Does not inelude 2,141 carlots of intermarket "second handling."
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