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CHIlFTSR I 

IHIBODUCTIOR 

Chuges In exmnmr itrnmoA for Arash fruits and regetablos during 

^past two dsoadss and ths changing aaxtet atrttc^urs of retail organisa 

tions hsTS oade it nors difficult for tdiolesals fims and producers to 

■eet ths rsquirmsnts of retailers. The inability of present wholesalers 

to ee^MTte snsoessfblly with chain orgardsatimis is also causing acre shifts 

in buying habits and aaxlcet structure. 1Q)sre has also been a jeowesant amy-

frora the "hardsare" itsas, suoh as onions* potatoes* citrus fruits* and 

apples* in faror of soft fruits and "wet regetables," such as peaches* 

pears* lettuce* and toaatoes. A aorenent away fron cooking vegetables in 

favor of salad vegeteblea has also occurred.^ 
These iteiui which are beccsdng aere iaportant are also wore suscep 

tible to disease and spoilage* aaking it more difficult for produoers and 

wholesale aarketing flxas to provide an adaQuate svqiply of fresh iteas free 

of defects throughout the year* which is presently being deaanded by con-

suaers. Thus the sise of the aazketing job has increased treaendously* 

requiring growers and distributors to be constantly alert in order to keep 

pace with changing dsaands. 

Today a greater variety of prodnee is available throughout ths year 

aaking prices more oo^Mtitive in the fTuit and vegetable aazket. A high 

elasticity of sidsstitution also seeas to exist between one fresh fruit or 

S. Dspartment of Agriculture* Agricultural Marketing Service*
Chain Store Mer^andisiog and Procureaent Practices, Marketing Beseareh 
Report No. U17 (Washington; Oovemamt Printing Office* July* I960)* 
p* lU. 
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▼egetablfl it«n and another, with eabatitation readl!ly ocourrlng if either 

price or qnality ia not "right. 

lib aeaaorea are arailabie to «ei|^ the ehanges which hare been 

taking place in nasketing ohaanele and in atroctare of wholeaale fruit and 

ncetable aaxfceta during the paat two dacadaa* Neither ia infomation 

aTailable aa to the iapaot theae ehangea have had on pro^cera ai^ tsarket-

ing llrma. The change in atructure ia aaaociated with the gxewth of naticma]* 

regional, and local chain atorea and haa greatly ineraaMd <TLrect baying* 

which ia requiring producers and wholeaale aupplieira of fresh fruits and 

vegetables to independent retailers to change their sMitheda. 

Our Murieeting qrstea of faza products haa ahsost eonpleted a cycle 

since earlier days whm direct btsQring was prorainent, with few niddlmen in 

the system* As the suurtceting task becaae Mrs involved, procbots passed 

through more and more middlemen with specialised mazketing firas arising* 

Daring the latter part of the nineteenth century fhraera who raised fruits 

and vegetables were able to proihtce more than they could awuket locally 

aad, with improved transportation facilities, it was poaaible to ship 

products a greater distance more economically thsn waa possible prior to 

this period* l&rect sales by farmers to consumers decreased during this 

period becauae it became easier and more profitable for farmers to ship 

their pro(hioe in larger quantities* After the development of refrigerated 

ears in 1890 a mere n^d increase in shipments was realised from specialised 

areas to wholesalers, she distributed to surrounding oities.^ 

glbid*. p. 15. 
3u« S* Department of Agriculture, Agricultural Marketing Service, 

Changing Marketing Channels for F&m Food, Marketing Research Report No. 35C 
(WasUngtont Oovemment Printing Office, October, 1959), p« 19. 
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As marketing baoame more eo8q>l»Xy pnblie interest was dsvelc^d and 

people began to present rievs on hov soaw of the st^ps oould be eliminated 

to market prodacts more eeoBomlcally* Today the direct purchasing of fresh 

fruits and Tegetablea by chain stores gives them greater control over supply* 

This practice has been promoted by wholesalers organising "voluntary chains" 

and independent retailers joining central buying organisations* 

The Tenasssee idiolesale fruit and vegetable markets occupy an 

iaqportant place in the economy of Tennesme and also distribute fresh 

produce to nine otter surrounding states* for the period 191^9-57 the 

average income was $ll(yl{6l«000 from fruits and vegetables marketed in 

Teimessee*^ This production could possibly be e^qpandsd and a larger por> 
tion utilised on the fresh market if one had a better knowledge of the wholes 

sale market structure, and how future operations will need to be organised 

for the marketing of high quality products at the most economical prices* 

I* TBB facoxai 

Qsspite the importance of fresh produce as a part of our food supply, 

Uttie work has been dene in Tennessee cm the effectiveness of ovir whole 

sale firms in a changing market structure* The nmber of retail organisa 

tions in the whole ootuitry has dsolined about 20 por cent ainco 193^.^ 

Grocery chains and cooperative grotq^s controlled about 65 per cent of food 

Tennessee Department of Agriculture, Agricultural Trenda in Tennee-
see (third edition; Nashvillet Agricultural Marketing Service, November, 
1^8), p, 16. 

^Leon Oaroian and Vlllard F* Mueller, Changes in the Market Structure 
of Grocery tetalling, 19ljO-58> Research Repoz>t No* 5 Tlladison: Wisconsin 
Igricultural Experiront Stati^, April, I960), p. iil. 
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sold through rstail stoxos In 19$8 (Table I). With this smaller number of 

bujers for a given supply, each buyer nsy bare a more pronounced effect on 

market structure and mm may aseeme from infomation given in Tables 1 and 

II that producers eill be required to make ohanges to meet requireinents of 

chain stores, idlioh have been inoreasing their proportion of total food 

sales* 

The Ihnction of wholesale distribution of purchasing large lots and 

breaking them down into emaller 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 i^roximately 30 per oent of 

the total receipts in seventeen major cities in recent years, oempared to 

15 per oent in 1936.^ Estimates listed by Progressive Orooer indicate 
that 90 per oent of the stores affiliated with chains having eleven or 

more stores buy direet* Oireet buying is expected to continue to gain in 

prominenoe, which will require considerable change by wholeealere to eom-

pste with the larger chains, but with adequate planning for an eooncmdcal 

operation a plaoe still exists for wholesalers and pxepackagers to supply 

small chains and jobbers with products whioh cannot be eoonomieally pre 

packaged at the shipping point. At the present time wholesalers and 

growers do not have adequate infoznation to make plans for future changes 

to cope with the <i(ynaaic ohanges that are taking place in the marketing 

ayetam. 

S* Department of Agriculture, Changing Marketing Channela for 
ftaa Food* op* cit*, p. 27* 



TABLE X 

TTPBS OF QROCERY CHAIN SfOSSS, BI SIZE, NOMBKR OF ST(»£S, 
AND PER CENT OF TOTAL QROCERI STORE SALES, 1958 

Psr Mst of total 
Nuabffr grocery store 

inoludsd sales In 1958 

Corporate ehalas 

U largest 22.U 

U next laxfeet 6.0 

12 next largest 7.2 

30 next largest 3.1 

182 others with orer 10 stores 3.0 

558 others id.th U-10 stores 1*3 

790 corporate chain total (I9,li00 stores) U3.0 

Cooperatlre and 
Toluntary chains 

li iBiiest l*k 

h next largest 2*U 

12 next largest 5.3 

lUt3 others 

1»63 cooperatiTe and Toluntary chain 
total (92,000 stores) 

Unafliliated independents (173,600 stores) I5.li 

Soaroet Ls<m Qaroian and Wlllard F. Mueller, Changes in tos Maricet 
Struetore of Grocery Retoiling. 19li0"58. Research Report No. T~(Madi8on! 
Wisconsin Agricoituirai kxpeziiwnt Station, April, I960), p» 

U.6 



 

TABLE U 

TOTAL QROCEET AMD COfBINATION STQBE SALES, AND 
CBAXN STQBE SALES, 19140*1958 

Total Grocery Per cent Grocery Per cent 
groeezy and chains of of total chains of of total 
o<»binati«a oTsr three grocezy over ten grooezy 

Tear sales stores sales stores sales 

(aillion 8) (millicm 8) (aillion 8) 

19140 8,317 3,113 37.14 

19U$ 11:,330 14,769 33.3 

19kB 214,770 9,319 37.6 8,532 3l4.lt 

1950 26,ltl2 10,llt0 38*It 

•1951 30,3li6 11,569 38.1 

1952 32,238 12,069 37.5 
. • 

1953 33,623 13,113 39.0 

195U 314,993 13,997 140.0 13,553 38,7 

1955 36,919 15,137 la.o 114,222 38.5 

1956 39,180 16,1:56 U2.0 15,89U ltO.5 

3957 \a,m 17,829 142.0 17,377 ltO.9 

1958 y(,5ii6 19,155 li3.0 18,590 la.7 

Sottrc«t Loon Oarolan and WllXard F» Mueller, Chaise In the 
Kyiwt Structure of Grocery Retailing, 19liO«$8, ReeearohBe^rt IKiT 5 
CMadison: Irfisconsin Agricultural Experinwnt Station, April, I960), p. 5% 
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If dlmet busring eontlnues to inenase, aaall producers viU find 

it difficult to dispose of their prodaots at a profitable price using their 

present q>eratiotis* Thex^fors increased nqphosis will need to be plaeed 

on quantity* quality of produce* packing* and shipping operations required 

to aeet the changing marketing system* 

The purpose of this study is tot 

1* Bssoribe the present idiolesals fresh fruit and vegetable 

mazketing System in C^ttanooga* KnoxviUe* Heephis* Nashville* 

and Tri-Cities area of Tennessee* 

2, ]Determine iaqtaots of changes in market structure <m pro» 

dneers* wholesale agencies and shipping point marketing firms* 

3* Determine the extent of Ibture expansion which may bo 

anticipated in direct buying as changes in strueturs of 

retailing take place* 

n. SCOPE OF sTum , 

This study is part of a project on ehangss in market structure for 

fresh fmlts and vsgstables being eonduetsd by iim Fruit and Tsgetabls 

Divisitm of the Agrieultuxml Marketing Service* United States Department 

of Agriculture* covering thirty»four markets over the United States* in 

an attempt to determine the changes in market stxticturs for the ovcr>all 

fresh fruit and vegetable market* 

This study includes 106 wholesale fresh fruit and vegetable firms 

and 13 dhains in five market areae of Teaaaessee* The markets selected 

were Chattanooga* Khoxvllle* Mnq^ile* Iktsfaville* and Trl-Cities (firistol* 
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Klngsport, Johnson City and Horriatowi)* An attampt was aada to intarviau 

all vholasalsrsy brokersi and zapaelcaira who handla fraah fruits and 

T^tablas* Chain storaa that haws varefaousas with produea dapartmants 

wan also intarriawad* 

Tha stodjr is liadtad to wholesaling only and daas not includa 

retail organisations with tha asaaption of ntail ehaias iddeh have 

"vertically intagratad" wholaaaling and retailing* 

III. RlSmCH PEOCEDOBK 

Three ̂ fpas of ^stlonnains wan used, a different type for each 

of tha foUowiagt wholasalars, bnkars, and ohain atons. The organisa 

tions wan broken doitm in this nannar to sort tha inforaation firan each 

type of fin in order to gat tha dsgraa of existing conpetition and 

chains in the antin aazket struotun. In each aarkat all tha fizma 

wan classified into gnvg>8 on the basis of type of flzn, voluma» and 

eosaudity specialisation* Tha list of fins was obtained from tnds 

dinctorlas. A pnllainary oMiil suzway ms talom to supply infonatios 

for classifloatiwi. 

Wholesals handlers of fnsh IToits and vagatahlas van grouped as 

follows on the basis of najor funeticmt 

Chainstons 

Voluntaxy ohains and ntailer coopentives 

Vholasala groears 

Harehant idiolasalars of pndoea 

Saoaivars 

Jobbers 
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Truck Jobbers 

fitpaelrars sad prspsdktfSM 

Kerchant tzuokers 

Sorrio® vhoXssaulsrs 

Furfsyors 

Produos sgsnts and brokers 

Baying broken 

Selling tookers 

Attotl<ms 

Distributors 

Tbey were further grouped vlthin each type on the basis of eeeswdlty 

speoialisationo-either a general line of fruits md vegetables or specialisa-

tiena in sosisthing less than the full line—annual Toltsns. 

Perfect coapetition vas used as a nom in dstoxaining the Hgmmlc 

■axket strueture for the different types of fims* The voluae to be soved^ 

denand for additional serrlees* conpetition to meet consuawrs' daoMuidsj and 

eaanamies of seals were eaeh taken into account to deteralaa the dHPnM of 

existing eoiqjetition* 

17* BSTZEtf OF llTEBAfDBE 

Tezy little work has been done on aaxket structure for fresh fruits 

and vegatablss in Taimessse or the thiited Statee. A study of the sbolasali 

faoilities in HsahviUe was mads by the United States Dspartment of Agri 

culture in 1951* and a study of the faoilities in Khoxrills in 1958* but 

these etudiee were of present faoilities rather than of market struoture* 

A study was mads by the North Carolina Agrioultural Experiment 
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Station In 1958 on Togotablo prieoa and sarkot atrootnra In soothoast 

North Carolina* In that studjr It waa hgrpotheslMd that if propor ohangaa 

war* aade In oazlott struotaro, tho dlsadrantagaa of small saala prodoction 

night be overooae. A rezy high proportion (68 per cent) of funs selling 

vegetables in the sample area sold less than 1500 worth annaalljr* This 

was found to present eon^lieatlons in large scale purchaaii:^ bjchain 

storss and independent supexnaxkets.^ 

The sta^ nads by the Agriealtural Experiment Staticm of the Uni-

▼ersity of Wisconsin in April, 15^, on ehanges in aaxket struetnre of 

grocezy retailing, 19UO«58, has already been mentioned* Hueller and 

Oaroian found that in 1958, 790 corporate chains, each operating four or 

more stores, accounted for 2^3 per cent of all grocery store sales; in 

19U8, they had accounted for only 36 per eent. A decreasing number of 

chains were found to be doing an increasing share of the total grocezy 

bueineee* Unaffiliated independents accounted for 15 per cent of total 

grocezy store sales, and only 27 per eent of independent sales in 1956, 

ornqtared to their ehare of 5U per oent of independent sales in 19U0* This 

indicated that chains and cooperatiTe groups were eontinoally inoreaslng 

their share of the mazket*^ 

A etttd^ waa publidbsd by tiie Agricultural Mazketing Serriee, Market^ 

Ing Eeonomice Research Dlrision, United States Department of Agriculture, 

in «hily, I960, <mi ehainstore merchandising and proouremsnt practices. The 

^Richard A. King, Loyd C. Martin, and Arthur D. Seals Jr., Vegetable
^ces and Mazket Structure, Technical Bulletin No. 13U (Raleighi North 
Carolina Agricultural Expezlmsnt Station, August, 1958), p* 80. 

%ltteller and Garoian, og. p. 6. 
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aerchandLsiiig and procuraraent praotiees of chain stores had a direct influ* 

ence on narketing channels for fresh fruits and vegetables. In 19561 

285,000 grocery stores sold ikk*! billion of food} in 1935, 35U,000 grooeify 

stores sold |7.8 billion of food. The nunber of stores declined 19 per 

cent and average sales per store inorsased sevm tines* This study indi-

eated that in 1958 an estlBsted 73 per osnt of sales of independent grocery 

stores (single units and ohains with ten storee or less) vae made by atores 

affiliated vith volttntaiy or cooperative groups* They also found that 

ohains as a group increased their share from 26 to 35 per eent between 

1935 and 1^8; the national chaine held fairly steady at 16 per cent* 

Regional and local chains showed increases, with voluntary and eooperative 

greops making a tiiarp Infirease (Figure I). 

It was found that each group strove to create for itself a favorable 

competitive position eombining various policies and praetioos in dif 

ferent ways, but they ell followed the practice of utilising fcesh fruits 

wad vegetables as a "trafflo builder. 

7. DBPIHITIOKS OF TERMS USED 

Market structuret Bain dsfines market structure as "those eharao-

terlstios of the organiaation of a market whioh seem to influenoe etrategi-

oally the nature of ooopetition and pricing within the market* 

Carlot receivers receive in large quantities and normally carry a 

einpleto line of fresh fruits and vegetables. 

S. l^epartment of Agriculture, Chain Store Merohaadiaing and 
Procurement Practices, g?* cit«, p. 2U* " 

^<^Joe 5* Bain, Industrial Organisation (Bev Torki John Viley and 
Sons, 1^9), p. 7* 
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ffV/t* '''''/A't 

m % 1
"GENERAL AND 
OTHER STORES 

SPECIALITY 
75 FOOD STORES 

INDEPENDENT 
GROCERY STORES 
(UNAFFILIATED) 

50 
VOLUNTARY AND" 
COOPERATIVE 
GROUPS 

LOCAL CHAINS 

REGIONAL CHAINS-

NATIONAL CHAINS" 

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. Ul7.)fc 
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CoBffltodlty woiaHgta pxinarlly speoialiM in eitiwr ripening and 

repaokiog tcMatoes or storing and ripening buanas* 

Trade Jobber does all basineas fron his truok; dots not sell fron 

a store or varehoose. Belirexv nerehandlse and usai^ljr has regular 

euetoeer route. 

Jobber purchases aon than ̂ 0 per cent of receipts frtm reeeivers, 

auctions, and other Jobbers in the tendnal aarket. 

Purreyor; a Jobber id» sells $0 per cent or aore of his roluee to 

Institutional outlets* 

Serrlce wholesaler buys aore than $0 per cent fron shipping point 

or local fazners, has store or warshouse, eenstiaws delivers and/or pre* 

paekages* 

Selling broker negotiates sales on behalf of rsoeiTors, nay repre 

sent a nunber of shippers at any one tiaw; does not take title to or 

physically handle produce* 

Corporate ehaint elefsn or nore stores under single ownership* 

Traffic buildert any product used to draw customers* 



<mpm XI 

VmtMSAJM FBESH fBUlT AHD 7£XBm6£S 
MARKETS IN TENNESSEE 

In this ehaptsr vholssals facilities, types of vholssalers, unloeda, 

sad ares of distribution are described fbr the Chattanooga, KhozvlUe, 

Mesqphls, NashYille, and Trl'^ities markets. The ntadier and -t^Tpee of fins 

vmry for the five cities; also the pl^rslcal facilities and state of malnte* 

nazMe differ in eaeh sexiest# Tables HI,7,7X1, U,and IX give indioa-

titms of tfa» increased percentage of total voluae being bandied by chain 

grooexy stores in oities where voluntary and oooperatiTo groups have 

oxganised# 

X. CBATTAMOOQA MUOXTS 

Facilities 

The wholesale facilities in Chattanooga were groiped primarily in 

one location, but varehouse facilities wexc eld and poorly oquippod for 

warehoualng and displaying frssh fruits and vegetablas. Ths majority of 

these facilities were located on the same plot as the farmers' maztet, 

sAking it vexy deeixable for eash'-and-carry custaaers. A xmi food texninal 

wme Imilt by a zailroad eosiMttjy to provide warehouse and aarlceting faoili* 

ties for both a faxmers' and wholesalers' maxicet, but it proved to be 

inadequate beoause it could be reached by only one street. Other modem 

facilities are not being built, possibly because of the uncertain future 

of independent fresh fruit and vegatabls idiolssalers, as indicated by 

proprietors. Figure 2 gives the location of present facilities in Chatta 

nooga. 
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Tyye of WholBsalTS 

fSrtab fmits and vogvtablos wera haadlod by twtnty-threo vho3«fiItr« 

in the Chattanooga aarket, classified in the following aaonert ten carlot 

reoelven* five eoanodity specialists, two jobbers, two truek jobbers, and 

four chains (fable 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 vmpitables, one of which 

did not operate for the entire year* 

Unloads 

nui twentythree wholesale fruit and vegetable dealers in Chatta-

iMHHSa leperted rseeipts of U,257 carlots of produce, 21 per cent of which 

arrived by rail, and 79 per cent by truole* The total voltsne was broken 

down in the following Mumert 2,672 carlots direct frosi shipping point, 

329 carlots fron local faxnexe, 81^ carlots from other local sources, and 

112 carlots trcm other teminal nazkets* Three hundred twenty-nine carlots 

of inteznarket "second handling" was transacted. A total volume of 3,928 

earlots of fresh fruits and vegetAbles passed through the Chattanooga 

Buuket. 

Distribution 

Fresh firuits and vegetables were distributed from Chattanooga to 

twenty-four counties of Tennessee atnd to ftmr other states* Sales wexe 

mads to institutions and retailers loeally, and also to points such as 

Spencer, Tecneseee, to the north; Madleonville, Teimessee, to the east; 

Home, Georgia, to the eouth; and Decatur, Alabaut, to the southwest 

(figure 10, Appendix A). The idiolesale fresh fruit and vegetable trade 
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TABLB ni 

TtRSS 0?Wbl£Skl£8S FOR FRESH FRUITS AMD VEGETABUES 
BT ?OIBME IM CHATtAMOOOA, TEIHESSBE, 1959® 

Type of 
wholesaler %Hd>er Volume Averasv 

Carlots Per cent Carlots 

Carlot receivers 10 1,265 29.7 127 

Coraaodlty specialists 5 1,160 27.2 232 

Jobbers 2 505 U.6 253 

Truck JoUsers 2 100 2.3 50 

Chains^ 1» 1,227 29.0 307 

Total 23 U,257® 100.0 185 

®Data iwre eoUeoted for oelendar year ending Deoenber 1959* 

^Chaln etorea are listed under vholesalexe to Include the «hole-> 
■ale buying of fresh fruits and vegetables by chain stores that had ware 
houses and produce divisions* 

°lnolttdes 329 carlots of intenaxlcet "second handling." 
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of Cbattonooga oxUnids oigfaty niloa to the iwrtli and aooUi, fiid 

approxlJHttaly X50 nllaa to tha northa«at« northveatj and aoaUaieat* Qoa 

daalor aorrloos Senasroot and Montiesllo, Ssntoolcy; shlpasnts of toaatooa 

lagr repaekera vera aonotiMa aads to Clavaland, Ohio. 

Aa ahotm in fabla I?, i^i^roxiaately^ par cant of tha total TolTBaa 

handiod hjr Chattanooga daalara was diatzlbutad inside tha oity liadta* 20 

par cant waa diatributad oatalde Uie eity but within tha aatropolitan area, 

and 22 par oant was diatributad farther out with a range in diatanea 

aerricad troa. 1$ to 300 nllaa* AppxxadLnetely 8U par cent of tha daalara 

proiPidad dallTsry aarriea to cuatonars in the trade area* 

n. KNOXTIIXJi MiSKBTS 

ihoiXitiaa 

Tha aajority of wholesale fraeh fruit and ragatabla fhellitias in 

firoxriUe ware looatad(m the ^reat Aranna tfailMt and ware poorly aain-

taizwd, with waxy little warahouaa and display apaoa aTailabla. Many of 

tha daalara at tha Forest Avanua Maxtat dlaplayad produoa on tha ooaorata 

aidewaUc in front of thair aatabliahsianta. Svan though facilities wars 

poorly naintainad, ripening roona ware available. The Forest Avanna 

dealers did not have rail sidings at thair astahlishaMaita, but daalaxv 

looatad outside this particular naztoet did have aoeaaa to rail apura ai^ 

batter warahouaa faeilltiaa. Carlot raoairers, ooeaMdity rpv^l^^ata, 

and trufllc jobbers oecn:Q)iad a alnilar type of fboilitias* !Rm Transport*^ 

tion and Faoilitiaa fiasaaroh OiYision, A*H«S«, U.S.D.A,, Vaahington, D. C., 

eottduetad a atudjr cm idmlesala aarkating faeilltiaa in KnoxriUa, iasuad 

in Hay, I960; tharafore, tha need for Inprored aarkating faoilitiaa has 
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TABLE IV 

VOISHE ASD PER CENT OF FRESH FRUITS AND VFSSTABLBS 
DISTRIBUTED TO VARIOUS SECTI016 OF TRADE AREA, 

CHATTAHOOQA, TENNESSEE, 19^9 

Area of distribution VoIbbbo 
Carlots Per cant 

City 2,278 $7«9 

Metropolitan 786 20.0 

Oateide metropolitan 86U 22,1 

Total 3»928* 100.0 

*Doe8 not inclttda 329 earlote of intenaaxfcet "secmd handling." 
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b««a r»allMd« llgiurt 3 givtt tht of pmt«nt foeiliUfO in XoosnriXXoi 

Typoo of WholoolOCTi 

Aroah fruits «nd vogotabloa nara haadlod bj t)biirt(ir"t«o idiolaaalers 

in tba Xneacrilia aaxkot, elosaiiiad in tha following aaanart alghtaon 

earlot raooiworaf six ocmoditgr ̂ peoialiatay aix truek Jobber8« and two 

<d)ains (Table T}* In addition to thiSi three brokers of fraah fkuita and 

regetables serve the KnoxriUe aaricet. The aajority of ^ae dealen were 

located on the Forest Avenue Maaket. 

Unloads 

The thirty-two wholesale fruit and vegetable dealers in XnoxviUe 

reported receipts of 7»297 earlots of ikesh produce, of idiiefa 26 per cent 

arrived by rail, and 7U per cent by truck. The total volone was broken 

doim in the following nannert 6,069 earlots direet tram shifting point, 

182 earlots txtm local faztaers, 20h earlots fxcm other local sources, U78 

earlots froa ether tezainal aazkets, and 36U earlots of intezmaxket "second 

handling" was transacted. A total voltne of 6,933 earlots of fresh fruits 

and vegetables passed through the Xnosville aazket* In additim to the 

above voluae, one chain svqpplied their stores from warehouses located out 

side of the Knoxville aazket, but would not reveal the soaber of earlots 

(ribdpped to their Knoxvillo stores. Another chain shipped supplies of freirii 

fruits and vegetables to their Knoxville stores from Nashville, Tennessee. 

Ilstrlbution 

PTesh fruits and vegetables were distributed to four states other 

than Tennessee from the Knoxville aazket* Sales were aade to retailers 
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T4BLB? 

Tim OfMmiMkms poe pbesh iboits and wmmm 
BT 70niME IH SN0X7ILLE, TEHlffiSSSSi 19^9* 

Type of 
idiolesaler IhiBiber Toluae Averaiff 

Carlots Per cent Carlots 

Carlot receivers 18 3,711i 50.9 206 

CoBawdlty specialist# 6 750 10.3 125 

Truck jobbers 6 559 7.6 93 

Chains^'® 2 2,27U 31.2 1,137 

Total 32 7,297^ KX3.0 228 

ven collected for cmlendar year ending Deceiatier, 1959* 

^Chain etoree are Hated under wholeaalere to Include the whole 
sale biqring of fresh fruits and vegetables by chain stores that had 
warehouses and produce divisions. 

^One other chain organisation had a warehouse located outside 
the KhoacviUe trade area and would not disclose Infoxaation as to volune 
shipped to Knoxville stores. 

includes 36U earlots of Interaaxieet "second handling.* 
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«nd iiistitatlons locallyf to anall tovnt throughout tte trade area and to 

truek jolAiere who prorlded delivery servloe to laore dietant retallera* 

Sales uere aade to such points aa Norton, Tlrginia, to the northeast; 

Newport, Tennessee, to tlw east; Stowah, Tennessee, to the soutlwest} and 

Crosswille, Tennessee, to the west (Figure 11, Appendix A). The idxolesale 

fresh fruit and vegetable trade area extends one hundred niles to the 

northeast, eighty wiles to the soutbirast, and fifty ndles to the east. 

Vhan the towato repaokers overstq>plied the Xnoxville maxket, shipments 

were wade to points outside the regular trade area, suoh as Cleveland, 

Ohio, and Fhiladelphia, Pennsylvania. 

As shown in Tabls VZ approxiaatsly 3U per cent of the total voltane 

of fresh fruits and vsgetihlss hsndlsd by fiooxvills dialers was distributed 

within the KnoxriUe city liaits, 6 per oent was distributsd in the smtro* 

politan area outside the eity, and 60 par oent was distributed farther out, 

with a range in distance serviced frost 90 to 2$0 wiles* Forty per oent of 

the dealers provided delivery serviee to eustosiers in the trade area. 

in. MEMPHIS MARKETS 

Facilities 

No central market area for idtoleaale f^sh fruits and vegetables 

existed in Mnnphis. The wholesalers and chain store warehouses were eoat-

tersd throughout the eity causing soms difference in prieing and cartage 

eaqtmee, and aaush ineonvanienoe to custowers. As a result of the scattered 

location of faeilities in Mng>hi8, a large naa^r of idtolosalers ei^loyod 

salswnsn and provided delivery service to promote business. The individual 
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TABLE 71 

TOLQKE AMD PER CENT OF ROSH ESQflTS AND TEaETABLBS 
DISTRIBUTED TO VAiaouS SECTIONS OF TRADE AREA, 

KNOmilE, TiaiHESSEE, 1959 

Ar>a of distrlbaUon Voluae 
Garlott Far o«nt 

2,357 33»9 

KatropoXitaa ltl6 6*0 

Outsld* mtropolitaa k»l60 60,1 

Total 6,933* 100.0 

*^o«s not Include 36ii carlota of Intennartet "second handling.* 
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vholesalers had nodara or adaqoatolj malntainad faoilitioa irlth rail sldlngo 

wrallablo at »o«t oatabXlshmatai Ugare ]1» glroa tho Xooatlon of preaoat 

faellitios la Mnqphla* 

Typoa of Wholeaalora 

f^sh fruits and ifegetablea were handled by tiienty wboleaalere in 

the NMqEdiis market* classified In the foUoving manner: six earlot receiver^ 

nine o<»au>dlty specialists* two jobbers* and three chains (Table fll)* In 

addition to ttMse dealers Memphis had six brokers of fresh fruits and eege* 

tables who sexvleed the Ikiaphls area. 

Unloads 

The twenty wholesale fruit and vegetable dealers In Neeqshls reported 

receipts of 10*927 carlots of produce* of which 28 per cent arrLred by rail* 

and 72 per cent by truck. The total volume was broken dswn In the following 

manner: 6*878 carlots direct from shiiqping point* 879 carlots from local 

farmers* 2*706 carlots from other local sources* and 67 earlots from other 

terminal markets* Three hundred nlnety^seren carlots of Intexnarket "second 

handling" was transacted* A total rolwiie of 10*^30 carlots of fresh fruits 

and vegetables passed through the Iteaphls 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 madsto Metropolis* Illinois* to the north) Baatavllle* Alabama* 
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Figure U. Location of wholesale facilities in Memphis, Tennessee, 
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TABUS TIZ 

TCPES OP WHOtSSAmS KJR JRESH HIUIIS AND VEOSTABIiBS 
BT VOUJME IN MEMPHIS, TENNESSEE, 1959* 

Type of 
wholesaler Itoidier VolVBM Average 

Carlots Per oent Carlots 

Carlot reoeiTers 6 3,890 35,6 6ltB 

(kenodlty specialists 9 2,371 21.7 263 

Jobbers 2 90 0.8 lt5 

Chains^'® 3 U,576 ltl«9 1,525 

Total 20 10,927*^ 100.0 51t6 

^Daia mw ooUactad for oalandar year endiag D»o«^r, 1959. 

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

®Two other ohains located in MeBq>hi8 would not discloee inforoia-
tion as to voluBw of business. 

<^Inolud»s 397 oarXots of intenaarlcst "second handling." 
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to th« Mst; Jadcson, Mlstisslppls to tlio south; and SaaaelvlllO;^ Axfcenoasy 

to tha vast (llgara 12| Appendix A}« The idiolenle ftoeh fruit and eage* 

table tx>ade area exteada about 150 ndlee in all dlrectiona fron Hmaphia* 

Shiinenta of toraatoee ware also aade to Chieago, IHinois* and daolonatlf 

Ohio. 

As ahom in Table Tin, about 62 per cent of tto total voluiae handled 

bgr liig^phls dealere was distributed inside the city linitst 8 per cent was 

distributed outside the city but within toe netropolitan area, and 30 per 

cent was dlstxibutod farther out^ with a raaga in dLstanoe aerrieed from 

$0 to 300 siiles. Approxljnately 9h per oont of the Mwi^diis dsalers proridsd 

dalirary sexriee* the highest percentage of any market In the study* 

Z7. mmimmxm 

Ifhcllities 

The facUitiLes used by Siaahtrille wholesale dealers varied widely* 

with the BBMller dealers operating from buildings which were designed for 

e<me other use* such as retail establisfaments. Therefore lees efficiency 

was realised in their handling of fresh fruits and vegetables* The laxger 

fixns occupied sodem facilities with adequate display rooms and etoraga 

spaces. Maiqr of the establiehaento had rail sidings* and team tracks were 

cmiveniently located to all sectiwia of the suurket distxlct* Figure $ 

gives the leoatlon of present facilities in KashviUe. 

Types of Wholeealers 

Fresh fniita and vegetables were handled by tuenty-sevea ̂ olesalers 

in the Itetonrille maxket* claseified in the following manner: eleven oarlot 
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TABLE fZn 

IQVm ABD FEB CSm OF IBESH IBUITS AND TEQETABLBS 
DISTilI®)TED TO VARIOUS SECTIONS OF TRADE ARFA, 

HSHPHIS, TElmESSESf 1959 

Area of <^9trlbtitl<m Volqma 

CarXots Par ««at 

City 6,529 62.0 

Hatropolitan 8U2 6*0 

Oatsida natropolitan 3>Xd9 30*0 

Total 10,530* IDO.O 

*Doas not include 397 earlota of intamarket "second handling." 
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MMlTen,four oflMBOdlty ̂ ^olallsta, toa Jobbers^ and tuo obaia storas 

(Tabla IX). HaahrLUo had ona fraah fTult and ragatabXo brotor to aorta 

the entire maiieet area* Theae idioleaalera were located primarily in the 

north central aection of the city* known aa the market dlatriet* Sereral 

of the independent dealera did both reeeiring and jobbing bualneaa* with 

the omaller firaa doing atrictly Jewing* The faznera* market was alao 

located in the market dlatzdct, with three j<^ber8 operating fTm the i^n 

ahed inalde the mmrket. 

Onloada 

The idioleaale fToit and eegetable dealera in Haahrille reported 

reoej^ts of 7,$Z0 carlots of produce, 29 per cent of whioh arrived by 

raH, and 71 par orat by tmek* The volnme waa brolnm down in the follow* 

Ing manneri carlota direct from ahipping polzrt, carlota fToai 

local farmers, 379 carlota from other local aouroea, and 61 carlota from 

otiier terminal markets* Nine hundred ninsty«two carlota of intomarket 

"aeeeod handling" was transacted, givii^ a total volume of 6,^28 carlots 

of fresh fruits and vegetables* In addition to this, two chains servioed 

from HMphia would not disclose Informatioa aa to the vclme thsy handle.d* 

Piatrlbuticn 

FTash fruits and vegetables were dLstributed from lashville te 

forty*flve counties of Middle TennesMM 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, Illinoisi Fort Knox, Kentucky; 

Evansville, Indiana; and BLmingham, Alabmaa (Figure 13, Appendix A). One 
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TABI£ IX 

tXPSS OF VfiOIESAjLERS FOR FRESS HOJITS AMD fEOSTABlES 
BI fOlJME m MASmU2, TmSSSSE, 19^9^ 

wholesaler Number Volume Average 
Carlots Per cent Carlots 

Carlot reoeiTers 11 S»330 70.9 m 

Conmoditiy specialists U 386 $.1 97 

Jobbers 10 687 9.1 69 

Chains^*® 2 1,117 1U.9 $S9 

Total 27 7,520^ 100.0 279 

^Dftta Wire eolleotad for ealondar ytr ending DeoesAier, 1^9. 

^Chein stores are listed under idiolesalers to include the «hole«F 
sale buying of fresh fruits and Tegetables by chain stores that faaie 
earehouees and produce dirisions* 

^Tifo corporate chains wire serrioed from Kwiphis and would not 
disclose infomation as to Tolune of business. 

^Includes 992 earlots of intezsarket "second handling*" 
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vhol«Ml0r intarvleiivd pronridBd schsdalad dellvexy sexvleea to retailers 

ia tlw Hashrilla trade araa to suppljr frssh produeo throe tiaos per nook* 

As shewn in Table X, abont 1)3 per cent oT the total Tolnme handled 

by Kasfaville dealers ems distributed vithin the city lladts, 26 per oent 

outside the dty but within the Metropolitan area, and 31 per cent was 

distributed farther out, with a range in dLstaaoe sereed from 35 to lliO 

idles* Aj^roxiaately 88 per oent of the foshrille dealers prorided delivery 

eerrioe to customers in the trade area* 

T. TRI-Cmss (KIKQSPOBT, JOHSSOH CITI, AHD HIISTOL) 
AHD MARKSTS 

Facilities 

Fariotts types of facili1d.e8 were used by the Tri>Cities and MorriS'* 

town dealers} seme had modem warehouse buildings, with well-arranged 

ripening rooms and unloading rair^s, while others were using poorly main-

taiaaed warehouses with many Inadsquaeies* One grocezy chain bought fresh 

produce direct from the shipping point and supplied its stores from trucks 

without having a produce warehouse. Horristown and Joha8(m City had the 

laxgest firms in this section of Tennessee* Figure 6 gives the loeatitm 

of present facilities in the Tri-Cities area* 

Types of Wholesalers 

Fresh fruits and vegetables were handled by seventeen idwlesalers 

in Upper Fast Tennessee* They were classified in the following manner> 

five oarlot receivers, six commodity specialists, four truck jobbers, and 

two chain stores (Table XI). These wholesalers were scattered over Upper 

iMt Tmomeeee, with four in Kingsport, six in Bristol, four in Johnson 

https://facili1d.e8
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TABU X 

TOLDMB AHD PER CSHT OF JRESH PRtJITS AMD TEOETABIBS 
BISTBIB0T1SD TO VASIODS SECTIONS OF TRADE AREA, 

MASBiriLUE, tSMHESSEE, 19$9 

Ana, of distrlbatlen VoIubmi 
Carlots Per cent 

City 2,806 la*9 

Heiropelitio 1,698 26«1 

OtttttLdi Mtropolitaa S,02U 31*0 

ToUl 6,528* 100.0 

*OMe not imelude 992 earlots of iatoxaazket "second handling." 
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TAB1£ XI 

TYPES OF ¥HOIESALERS POa lEESH FKUXTS AND VEGETABLES 
BY TOIflME IH TRI-CmES ABSA,* TENMESSBB, 

Volume Averagewholesaler Bomber 

Carlots Per eent Carlots 

Carlot receivers 5 3,0l»2 70.3 608 

Coenodity specialists 6 595 13.8 99 

Truck jobbers h 98 2.3 25 

Chains^ 2 590 13.6 295 

Total 17 li,325^ 100.0 251t 

^Klagfportf John8(Hi Bristol, and Morristovn. 

^Data Hare colleotad for oalandar yaar ending December, 1959* 

^Chain stores are listed under wholesalers to include the whole** 
sale bqylng of f^sh fkuits and vegetables by those that have warehouses 
and produce divisions. 

^inoiudes^9 carlots of intereaxlcet "seeond handling.* 
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City* tad Mt in Monlttoim. In addition to thasa indapandant vholesalerSf 

ooa groeazy ehain ima looatad in Kingaport* and ana in Jcdmaon City* Ona 

atqpanutrkat operator in Kingaport alao did hia own btying and handling of 

fraah froita and ▼agatablea direet frtm ahipping point* Ona brokerage 

fizn waa located in thia area vith offioaa in Briatol and Johnaon City* 

Onloada 

The aaventaan vbolaaale fruit and vagatabla daalera in tfaia naxteet 

diatxlot zeportad raeaipta of earlota of ehioh 2li par cant arrired 

by rail, and ^6 par oant by truek* The total roluma waa broken down in 

tiia folloidng aaimert 3*869 carlots direct from ahipping point* 351 oar-

lota froa other loeal aourcaa* 2U6 oarlots from other tazidnal marketa* 

and 59 carlots of "aaecmd bandied" intezmazket tranaaotiona, giving a 

total volume of b*266 oarlota of fresh fruits and vagatables. 

piatrlbatioo 

Fresh fruits and vagetablsa were distributed to aixtaen oountiea 

of Upper East Tennaaaaa and to three other states. Sales were made through 

out the area by both wholeaalara and truok jobbers* The wholesale dealer 

looatad in Morriatown provided delivaxy aervioa to distant points aueh aa 

Etowah* Boakwood, and Oatlinburg* Taiaiaaaea; Londan and Ashland, Kentuelgr} 

Bluafiald, Vast Virginia; and Radford* Virginia (Figure Ut* Appandjjc A}. 

As ahoun in Table HI abcrat 29 par oant of the total volume handled 

by dealers in thia section was distributed within what is referred to aa 

the metropolitan area, and 71 per oant was distributed farther out. Ap~ 

proximataly 87 par eant of the dealers provided delivery serviee to oua-

tomers. 
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TABZE Zn 

TOLDME AHD PER CEKT OF FBESH FRUITS AID VEOETABISS 
DISTRIBUTED TO VARIOUS SECTIOKS OF TRADE AREA, 

TRI-CITIES,* UPPER EAST TEH8ESSEE, 19^9 

Area of dlatylbutlon Voluaa 

Carlots Per cent 

City aad flMtropolltan 1*237 29*0 

Oatalde aetropolitan 3*029 71*0 

Total U*266b 100.0 

*!Clngaport» Jc^aon City* Bristol* and Morrlstcmn. 

^'Doas not inelnds $9 oarlots of intexnazket "aaeoad handling." 



CHAPTER III 

MARKET STRUCTl^ 

Tbe term "market etrxioture" euggests some charaeteristio or oonditlao 

la the freah £niit and aegetable market vhieh influenoea the behavior and 

performance of firms therein* In acme way it influences the forces of 

supply and demand, with markets varying in their perfomance as structural 

(diaracteristies change. 

Factors which affect the decisions of marketers nay be placed in 

three oategoriest (1) those external to the market,(2) those internal to 

individuals operating in the mai^t(e*g*, biQmrs' attitudes or the whiasey 

of a seller's wife), (3) those peculiar to and significantly influential in 

the market itself. Ikider category three uaiially falls the nmeber of buyers 

and sellers in the market.^ The two most ccnuBonly named characteristics in 

dlsoiissing market structure are nunber of operators in the market and 

product differentiation. These two characteristics determine in large 

measure ̂ "power relaticais."^ 

A large nuaher of buyers and sellers in a market leads to atoedstio 

power relations with neither biQ/er nor seller being able to influence the 

market. Economic ttwory suggests that a firm's oenpetitlve behavior ia 

largely determined Iqr the market stznicture in which it operates. Therefore, 

to determine the market structure of wholesale fruit and vegetable markets, 

\illiam Cochrane, "The Market as a Unit of Inquiry," Jouaraal of 
Farm Economics, XZZZX (Febrxiary, 29-30. 

2lbid. 



llO 

ftn in'vestigatlfm must be made of product dlfferentlatian, market eoncentra-

tlcn, number of finaoy and nature of barriers. 

I. UARKETIMG SISfBlI 

Perfect CompetitiCMi 

^four requirements of perfect competition arei (1) a large number 

of buyers and eellers, (2} a homogeneous ccRmodity* (3) close contact of 

buyers and sellers^ and no dlscrlalnatlan on the part of bc^rs.^ IHie 

atomistic power relations on the producer's (seller) side possessed many 

of the conditions for perfect eompetitlon. The produoers 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 eeller over another of the same grade. There 

was no diacrimination on the pert of buyers except in being able to purchase 

the quantity and quality as required by their fizme. Even though some of the 

characteristics of perfect competition existed, the market could not be so 

classified as the nmber of buyers were few and market knowledge limited. 

The (k^creasing number of wholesale buyers who handle the si;q>ply of 

fresh fruits and vegetables was causing sn increase in sise of lot demanded. 

This was reqviiring a large number of small atomistic sellers to alter their 

marketing pro<»dure so they could maintain a e^petitive position in the 

msrket. If proper changes were made to msst the changing market structure, 

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

^Kenneth E. Boulding, Econonio Analysis (third editiois Hew York: 
Harper and Brothers, 1955)# p» U5* 
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spoilt for Aresh produos in a em^titl'vo oarlnt and a roductiQa in aarkstlng 

cost would asan mors addsd to farm incooe in tlio short run. In tiie long 

run this would moan that producers, di8trlbttt<a's» and oonaaaers all lane-

fit.^ 

n. DimFBcnoNs in m vmm 

Ta» wholesale structure for fresh fruits and vegetaKlea had many of 

tha eharacteristics common to firms operating under oligopolistic conditions, 

the few wholesale firms in each market were placed in market sub«gro\;y)8 

baeed on nmsber of flrme in the market and differentiation of products or 

services as influenced hy else of firm, with each seller supplylag a aig-

nifieant part of the total demand. It was found that ehain grouqps made up 

one 8ub*group and mez*ehant wholesalers another. The 8ub-*group of eorpoimte 

chains and -voluntary and cooperati-ve groiqps aeened to place the retailing 

of i^sh prodttoe tay these large groups in an oligopoly situation^ whereas 

ths producer was faced with fewer and larger wholesale firms to dis-bributs 

ths products placing him in a positicm of lesa bargaining power or facing 

an oUgopscaiistlo situation. There was a high degree of substitutim by 

producers (sellers) between the two sub-groups. The degree of sidbstltution 

between markmt sub-groups determined the nature of the demand and supply 

curves for the ehain gretp and merchant wholesalers.^ 

^Seoffrey S. Shepherd, Marketing gara Products (Abissi The Iowa S-tate 
College Press, 19$5)t P* 

Corner C. Evans, Tte Naturo of Coapetition Among Apple Processors in 
the Appalachian Area, ftiUetin U05 TBorgantown: West Virginia AgriculturiXVirglnl 
Sxperiinnt Station, June, 1957)« p* 15* 
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Anothar imperfection in the wholesale fresh jhrult and eegitahle 

wholesale market was price leaderahlp by large firms, wi-Ui abomt 60 per 

cent of the merchant wholesalers being unable to follow an Independent 

pricing policy. In other words, chain and ▼oluntary cooperatl've grovpa 

were forcing smaller firms to follow their prices beeauae the brsbU firms 

were handling a relatimely Moall molizae, which was sold to independent 

retailers who wexm in eonpetitioin with large chains and eooperatims gpoupa* 

As illustrated in Figure 7 the oligopolist will sell mmm quantity 

of produoe Q at a price of P. If he raises his price aboee P, he may 

assmas 'Uuit his rimals, the small merchant wholesalers, will not change 

price and his sales will fall off rapidly along DD*. If be reduces his 

price below P, his rivals will most like]^ match his reduction or under 

cut his price, in which ease hie sales will increase along this 

reaction to price change givee a "kinked*' demand curme. Oligopoly pricing 

is generally uncMsrtaln because of rivals* reactions to changs.^ 

ni. NQHBM OF FIRMS BX SIZE 

It was found that wholesale fresh fruit and vegetable markets in 
/ 

XSnaesase eonsisted of a relatively small number of wholesale buyere of /i 
£,

1
j 

fresh produce, with 3U per cent of them selling from one to fifty earlots 

psr year and $3 per oent selling less than om hundred (Table ZIIX). Uai^' 

of these small ilrms, which were servioed by Independent oarlot receivszm, 

indicated during the survey that they intsndsd to go out of business if 

chain stores and voluntary eooperatims groups continasd to grow. Ifsmphis 

^Bsin, o£. cit., p. 280. 
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o MR 
T3 

MR 

Output 

MC- Marginal Cost 
MR- Marginal Revenue 

D- Demand 

figure ?• Demand under conditions of oligopoly. 
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la a good exaapljB of vhat nay happen aa the population grwa and aartete 

beeome larger* iiea|dila had the anallest nuaber of independent wholesale 

fresh fruit and negetable fixnsf and the largest volume of business of any 

area In the state, with the exoepUon of Iri«^ltie8, which had fifteen 

inctepwadent dealers, but about 60 per cent leaa volume* Uiree of the flma 

in liemphia did under fifty earlots buaineaa per year and onily six (35 per 

cent) did fron om to one hundred. Fifty-two per cent In NaahvUls and 

67 per cent In the Trl-Glties azea handled froia one to one hundred carlots 

per year. Am narhete grew, chain stores and voluntary cooperativs groups 

aeemed to thrive, causing fewer and fewer wholesale buyers of fresh produce 

to exist, changing the competitive po8iti<nai of maall wholesalers and pro 

ducers. Table XIII also shows that 21* per cent of the chain stores handled 

owr 1,050 oarlots of fresh produce per year, compared with oily 2 per cent 

of the independent firms handling that much. 

IV, SOURCES OP SUPPLIES 

The fresh fruits and vegstables handled by wholesalers and chains 

la Ttoneasee originated in local production areas of Tbxuiessee as well as 

In major producticm areas throu^out the Uhited States, Cuba, Mexico, and 

South America. Most of the receipts wore shipped from western states and 

Florida. 

A large vdume of business was done through direct buying, with 73 

per cent of the receipts being shipped direct from shipping point and 6 per 

cent of the wholesalers* total receipts being purchased direct from looal 

farmers, giving a total of 79 per oent of all reoeipte in the markets sampled 

ae direct ptirohaees, Garlot reoeivsra had the largest volTiae of direct 



h$ 

zvoelpts, about $6 par cant. CoBnodi^ apeclallsta handXad 20 per oant 

of the dixvct reoaiptat Jobbers h par oantf and chain storee 20 per cent* 

the alae and t^i)e of firaa had a aignlfioant influenoe on souroa of 

aupiOgr sinoe carlot recei'vera handled about $0 per cant of the total volvme, 

and 81 per cent of the carlot reoei'vers receipts vere direct from shipping 

point. Ccmmoditgr specialists handled wily 1^ per cent of the total volxeaa, 

but 97 per oant of all reeeipts by ooasrodity specialists were direct fron 

shipping point. Jobbers handled 6 per cent of the total volane, of which 

53 per cent was direct from shipping point. This high peroentage of direct 

receipte by Jobbers was accounted for by truck Jobbers doing a large vduae 

of their business during the fruit and melon seascm, at idileh tine trips 

were aads to ahipping polnta for auppliaa. Chain atorea with warehouse 

faoilitiee and produce divisions handled about 29 per cent of the total 

voltne. Fifty per oant of the chain voluna ma purchased direct from 

shipping point (Table Uv). Voluntary and oooperative groups wars included 

in chain volme, with the aaaller or^nlsatlona purchasing a considerabls 

amount from sources other than shipping point. 

A statistical analysis of Itabls XIV showed a significant difference 

between eouroea of supply at the .05 level. 

V. OUTLETS IMCLUDINQ VARIAnOHS 

outLete for wholesale fTesh fruits and vegetables consisted of 

corporate chains, voluntazy chains, independent grocers, institutions, and 

other buyers, such as Jobbers and specialty food stores. Thirty-two per 

cent, or 7#768 oarlots of wholesale sales fey independent fresh fruit and 

vegetable wholesalers, were atade to chain etores, with chain stores hanHHrig 
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an addltl(mal toIuim of 5»88U oarlots of dlroot rocolpto* Vholesalo saloo 

to Indapondont grocers wore about 2k per cent, sales to Institutions were 

lU per eent and the regaining outlets grouped tutdsr "other bmrsrs* handled 

30 per oent (Table X7)J A slgniHoant diffsrenee did exist between out 

lets at the *05 level but there was no significant differenee between 

eities (Table XHl* Apqpendix B)* 

Memphis wholesalers reported the largest volume, 2,713 oarlots or 

lt6 per cent of their total volcrae, as sales to dhains, probably because of 

ohaine which had organised voluntarily but had no produce division incor 

porated in the business* The KnoxviUe «diolesale flms reported the saaU-

eet volune of aalos to chains (12 per oant) of any aaxteot rqwrting (Table 

Zf). The major chains in Knoxville have their own produoo divisions and 

buy prlaerily from shipping points* 

A relatively large rolun» of sales now being mede to chaina by 

independent idiolesalers a^y not continue to bo en outlet ones e produoe 

division is incorporated in the wholesale biqring of freidi fruits and vege 

tables by these firms* 

TI. SERVICE FiaFCX3MED 

Ths five major eervioes performed by idiolosalers weret suggest 

retail prices, sxtend credit, train produce personnel, assist with mar-

^The carlot volume listed under outlets will not correspond with 
volume of receipts. The peroentege xwportsd by wholesalers as sales to 
chains plus direct receipts reported hy chains is greater then total 
recej^te reported by ohadLns beeeuee two ooiporete chains in Tennetsee would 
not dhsolose Information as to volume of receipts. 
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chaadlsing, and dellTery* Tha axtant to vhloh ttaam mztIoos vor* proridati 

dapendad on tha aisa of flxm and nanagesiant*a foresight aa to vhat was 

raquirad to eoa^te aaeoaasfhlly, keeping in mind that tha fLm eaa profit 

motivated. Dealers In aaoh market area nora nearly followed the poXioiea 

set forth hjlargar finaa in thair particular axaa, with distant nazketing 

araaa having very little influence on outaida oparationa* Thia hai^Md 

daHna tha dlffarant markets and indloatad that each major market area in 

Tenneasea would be at different stages of mazket struoture as tha popula 

tion inereasad. Credit and dblivary aarvioea ware used by moat flzma in 

all maxkats* Ifemphis had tha largeet par oant of firms axtanding aarvieaa 

in pricing and marchandiaing. Firms provldad these aervloas to ooapeta in 

tha mmzkat, either adding or discontinuing services as ohan^s required. 

This is one method the firms used to differentiate services and build 

customer loyaltyi thus inoreaaing their coapatitlve position. MtiQdiia 

provided a larger percentage of all aarvioaa, with tha exception of oraditf 

of any market (Table XVI). Kanagera ware required to be alert for ohangea 

in servioea so thay eould quiefdy adjust their operation. 

Independent wheleaalara had a idda range in gross marglasy ringing 

from U to 2$ per cent of gross aalea^ with an average of Ik per oant for 

all marketa, the average for each iBazket area ranging frcsa 10 to 22 per 

eent. The gross margin of chains ranged from 12 to 35 per cent, with an 

average of 25 par oant* Small indapandent idiolasalars indicatad that kaan 

managamant waa naoaasary to stay in businass and that they were gradually 

being "aquaaaad" out because of price oonpetition trm larger flrma. About 

60 par oant of tha indepandant firms leportad that 'Uiair gross maxgin waa 
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dBtezmimd hy vfaat ths nazlcet would allow, with tha nailcet price being 

influenmid by larger firms. 

711. DimCWm OF ENTEOr 

Tezy ftivi fizns were entering the industry and thirteen finas indi 

cated that future plans were to leawe the business if chain groups con 

tinued to grow* Only l5 per cent of the firms had been in business less 

than ten ysars^ with about twenty-two years being the average for all firms. 

To enter the wholesale fresh fiuit and vegetable industry would require 

considerable investment outlay in equipment, with considerable risk from 

loss in handling a highly perishable prochiet. Chains and cooperative 

grorq>s spread the risk over more units of output, making credit easier to 

obtain. Small firms would also be very vulnerable in the short-run becauss 

of insufficient capital and the inability to sustain loss. The use of 

private brands by chains turd large ndiolesalers to give product differentia 

tion also placed thmn in a more favorable position in the dry grocery 

business and is likely to be used In the fresh fruit and vegetable market. 
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MARKET STRUCTURE CHAKaS AND IMPLICATION FOR PROSUCERS, UKOIJBSALB 
AGENCIES, AND SmPPIKG POINT MARKETING EEEWS 

I. CBAIKIE IN STRUCTURE 

of Operation end Years of Servlca 

Gnljr 20 per cent of tbe flnui that had been In business for less 

than ten years did oter a hundred carlot volume annually. Ctawiodltiy special 

ists had the hd4;h0st average number of years (23) In business of any tdiole-

salers in the saa^le. Carlot reoelvers %rare second, with an average of 22 

years. Jobbers, v1k> usually handle a analler rolune of produce than o^r 

types of wholesalers, had an average of 16 years in business, the lowest 

of any. Since jobbers usually operated on a ssialler scale it was easier 

for then to enter the buaiiness, but because they vrere unable to realise 

the economies of scale from which larger flms wore benefiting, Ihey did 

not stay in as long. 

Chain stores had a range of 8 to 65 years in which they had been 

buying produce, with an average of about 25 years (Table Wll), The growth 

of voluntary and oooporative groves in recent years accounts for a large 

part of the spread in range for chain stores. 

Changes In Services Perforsaed 

The struggle is not between chains and independent wholesalers, but 

between large and small organlaatlons* Large organizations had made changes 

la services perfomsd and retailers had intHirated wholesaling to profit 

frcHB eoonanles of scale. Tmnty-three firms reported a change in delivery 
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T&BLB mi 

AVEMQE mas SERVICE AND MNCffi JOH 106 WHOLESAUl 
FIBKS Boniia PRODUCE IN TS1«ESS£E, 1959 

Mo. of ATontgo Kongo 
Typo of firm doolora yooro Minlaua MudLmum 

Corlot rooolTor 51 22,5 1 62 

Coaaoditgr qpoololiat 25 23.0 5 301 

Jobber 18 16.0 2 16 

Choin varehouse 12 2l».T 8 65 

V'- . 
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Mxirioe vlth firms, or 6^ p«r esnt, Mportlag aovt dsUwrar 

and eight, or 35 per cent, reporting less. Fifteen of the 106 firms re 

ported an inoreaae in prepa^aging of freak fmita and Tegetahles* KLeeen 

fLzns reported an inoxease in serricea, anoh at nercbandiaing, adrertialxag, 

pricing assistance, and refrigerated tranaportatlMsi* 

Forty^'nine firms reported a change of som type in serriees per 

formed during the past twenty years. Managers of firms malring changes were 

atteiqpting to cmqpete vith chains and larger firms, whereas small firms 

were unable to make (dtanges in many iMtaaoes because of capital shortage. 

Future Chaxmtes Pitted 

Fhtuze changes by wholesalers of fTesh fruits and T<^tables will 

hare a great influence on future structuxe and types of firms that can 

exist. The changes planned by 115 idiolesalers reporting did not appear 

▼ery encouraging for small firms. Thirteen of the small firms planned to 

go out of business and sleren otiMrs indicated that the future looked very 

bad. Four idielesalere and three ohaina planned to make warehouse or 

facility improrements. Fire of the thirteen ohains plazuMd to os^And pre-

paokaging, while only six wholesalers indicated a change in prepaekagijQg 

or other services. 

A few wholesalers and one chain representative made general state 

ments that more prepackaging would be done at the shipping point* Thrse 

wholssalerw indicated that more assiatanoe would be given to retailers to 

hslp than survive the pressurs fron large organisations. 

IntsKxmticm by Chain Groceries 
mmmmmmmmmmmmnrnimmtm mmm mrnmummmmmm •w.——<1 i i 1 1 

Staging in the late thirties and continuing after World War II, 
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chain organisations eonsolidatod to have flswer and larger stores. Originalljr 

chains aiaed at ooUecting retail units under one —nsgfent to eeouxe price 

adrantage of large volune purchasing. Instead of providing services like 

the neighborhood grocery* they aiawd for loner cost by ea8h«>and!-oarxy.^ 

The process of collecting aore and more retail units under one nanagenent 

is kiunin as horiscmtal integration. As time Mved on* chains have not been 

satisfied with this one type of int^^ti(m| they have also followed another 

course of action known as vertical integration whieh is tbs control by a 

single lira of two or sore stages in the ehaln of production* prixsaasing* 

and distribution. Chains have instituted this by combining the retailing 

and wholesallrg fonctimis. As a result of vertieal integratim by corpo-

rwto chains* independent wholesalers and retailers have formed cooperative 

grotq>8 to meet competition. These steps have made it even more difficult 

for unaffiliated retailers and vholeaalers to stay in bueinesa* and their 

future loOks hasardoos. 

Several wholesalers were contacted that svppUed dry groceries to 

voluntary or cooperative grovps* idiich would inolude practically all re* 

tailers in the metropolitan areas of the markets studied. No produce was 

being handled by these t«enty*two wholesalers at the time of this stu<i^* 

but a change in policy of these firms would mean a ooiuiidendsle expansion 

in direct buying* which would decrease the number of independent idiole-

salsrs. 

^Richard L. Kohla* Marketing of Agrleultaral t^roduota (New forkt 
The HacMillan CoiBpany* 1955), p. 37h. 
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ChanCTa In Haricetlng Channals 

During tba put twenty years, fortyfour fims reported a change in 

soorce of supply, vith $9 per cent of these flxns buying more fresh fruits 

and regetables direot trcm shipping point, thus by-passing auctions and 

tensinal naxicets* Forty-one per cent of the firms reporting a change had 

bought more through lEmying brewers, or bought as pooled oars to get roluu 

dLscounts* All corporate chains boo^t soaw itras direct from shipping 

point, althor^ in some instances specialty items were bought from whole-

ealers in the city. Cheina bought dLzect from ahi^^ing point so th^ could 

get large quantities of a uniform quality of prodnoa* 

Many changes in technology made the shift to more direct bqying 

possible* Some of these iiqsrored techniques were: iaq>roTed rsfrii^ration 

on motor truoics, iaqarowed hii^iiiays, better eoamunioations, development of 

grade atudards and inspection service at shipidLng point. Small chains and 

siqpermaxicets can now buy direct, using motor transportation, and send the 

produee direct to their stores. Kerehant wholesalers ean also make greater 

use of dlreet bcying hy using motor transportation. 

XI. IMPLICATION OF cmnOSS Km 
AND MARXETINa FZ^fS 

Producers 

With the inereued volume of direct buying and chain store business, 

producers will be required to reorgaaiM production and martceting practices 

to change Uie else of lot available to the bugrer. It will became more dif 

ficult to dispose of small lots of poor quality produce. The volme and 

quality that a producer can supply will have a great influenoe as te whetber 
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th«re "Will b* « naxieat for his products In the future. 

One argument against decentraliied marketing or direct buying is 

that no eQi^>etltioa viU exist beteeen buyers* If small producers fail to 

pool their products this might be true, bet would still be questioitable 

with modem coamunieatiotts and marketing news* Ii^rovements would need to 

be made in marketing news and shipping point inspection, as indicated by 

firme buying dlreot, but if an effeetiwe gyetem is used, greater efficiency 

in nazketing would be realized, thus eliminating some of the adddleaen. 

The process of deoentralizatlcm has been accelerated by developnents 

in chain store wholesaling and retailing. The wholesale gross margin was 

about m per cent of the selling price. To this oost was often acUied 

various cartags chargss, idiloh would not be an erpense on shipments direct 

from ehl]q;>ing point to chain warehouses. Ths economies achieved by direct 

marketing at the producer end would be eoneiduit similar to those realised 

from combining retailing and wholesaling, ftm savings would result from 

eliminating the charges and commissions of middlemen*^ 

IfttolsBale Markets 

From all indications the ahars of total volume to be handled by 

indspendsnt wholesalers will continue to decline as direct buying by ofaalne 

increases. The limits to which this dscllns will go depends on how eoapeti« 

tive wholesalers will mnain as ohanges take place. If moaller chains find 

that they can obtain supplies from the wholesalers at prices which allow 

thmn to eosqpete in the retail market, they will most likely continue to 

^Shepherd, pit., p. 86# 
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patroniM i^lesaler. Institutions, zvetaurants, and unaffiUated 

rstailers ars axpacted to zvnain outlets for ̂ olesalers. Specialty flms 

are also needed to supply chains and O'Uier wholesalers «ith produce which 

cannot he econonlcally prepadcaged at shipping point. 

Many wholesale firms hawe realized the "squeese" being placed on 

thtti as a result of direct buying* 

Shipping Point RLms 

As direct buying inoreaMS and other atructural changes tales place, 

shipping point fins will beocsw nore essential toward providing Idie type 

of products and serriees rsquired h7 dsoentralised aarkoting* Many firse 

believe that nore prepaokaging at shipping point will be required. For 

exaaplo, it has been found through oarleoting xeeearch that potatoes can be 

■ere ec«ai*ioally prepaokaged at shl|iplng point.3 
The ehanging structure eeeas to indicate the need for eiqphasis on 

large paidelng and shipping operations, to aoot the speoiflcatlons of the 

ohain store aaxket* Shippers or packers nay need to looato near the pro 

ducers, dspending on -Uhs slse of pzodueers In en area. Volume eoutrol will 

becone important siiwse there will be fewer independent customers, conse 

quently less total Toluns to this group* Therefore the withdrawal of a 

carlot going to these markets idiich are not ehaias will beeome more pro 

nounced. 

Changes in supply may cause larger price ofasnges than formerly* 

3u. S* Department of Agriculture, Agriculture Marketing Service,
Prepackaging, Marketing Besearoh Report No* liOl (Washingtont Oovemment 
Minting Office $ June, I960), p. 20. 
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Zt will also bs Bozw difficult to oloan up supplies in a naxtcet becausa 

of fowor buyers* These will be problens shippers and padcers Huist oonsidsr* 



CHAPTER? 

iPmXSAL OF AimHATITE METHODS OF IMFROFlliQ 
BAROAINIJKJ POHSR OF GROWERS 

1. EXISTHIQ MARKETINQ OHQANIZATIOIB 

Th« iBa;}orlt>y of narkotiiDg ozgAnls&tions or groups in Tennessoo on 

tho bnysrs* sldo imm coxporato ehains and roluntary or coeperatire grov^a 

which had organizad to place themaelves in a better position to realise 

greater econosdes of bigring and merchandising* Hoverez^f many wholesalers 

were not oirganiaed to give tbm eoononies of scale* Small producexe 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^ 

oated that they would pay hl^r prices to get high quality produce in 

large rolume from one producer* One of the major in lleaq>hls wanted 

to deal with one Indirldual in bogring produce, and soggeeted that mall 

farmers should join t^ether and pool thsir products* 

The ̂ imeseee farmer generally haa not mads tiie necessary changes 

to meet ocnpetitlon in marketing his prodocta. Most farmers still bring 

their produoe to market as indiriduals to daal with large chain organisa 

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, idiioh gives 

thsm many sources of 8iq)p3y. In some instanees large firms have bought 

just enoue^ supplies from producers in ths morning to meet their xteeds for 

the diy; then later in the afternoon they bought the rmaindsr of the pro 

ducers' supplies at reduced prices* Producers were unable to bargain 
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bee«u«a of thoir highly poriohable products for which thoy had no storage 

facilities. 

The mnber of producers ia each maxket area of fennesMe was rela 

tively large and the number of wholesale buyers was mall* For exao^le 

five hundred fCzners used the Westem Avenue Maxket in while only 

thirty-three wholesale finis handled the idiolesale receipts of fresh fxniits 

and vegetables in Knoxville.^ 

The strawberry growers in Tennessee have taken steps to improve 

their oonqpetitive position in the market by organising growr cooperativee. 

The Madison County Strawberry Growers A8B0ciati<m> Kenton StraidMrxy 

Growers Aseociation* and Portland Strawberzy Growex^ Association have been 

woxking rather effectively. Although we do have theee maxketing aseooia-

tione, generally the present organisations on the sellers' side can be 

described as a group of large numbers, whereas the buyers' side consists 

of only a few. 

n. ALTERMATITS MARKET OBGANIZATXOIiS 

Alternative marketing oxganisations have arisen as a result of 

econonio dsvelopmnts in the country where faxmers are small atomistio 

produoere operating in an eocaiany of large scale industry and monopoly 

control. Theoretically a firm of optimum ̂ se, when perfoxmimg the func 

tion of buying and sellii^ in a perfectly conqpetitive ayvtm of markets, 

has no inoentlve to become vertically integrated. Host likely it would 

^iUitua £• Goble, The Knoxville Wholesale and Retail Produce 
Maikets. Bulletin 315 (Knoxville: Tennessee Agricultural Experiment Sta-
tion, July, I960}, pp. 5-21. 
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Avoid integratloD because cost vould be Incnaaed and flexibility decreased* 

Integration in a theoretlcail world is brought about by price> which co» 

ordinatee the activities of buyers and sellersi Ihrmers will produce the 

right products at the right tine to meet constsners deasuads as reflected 

through the mai^eting system.^ 

The fanner today finds himself facing a position far from the per 

fectly c<«petltlve iMirfeet syetem* Imperfect markets are the rule rather 

than the exception beoause knowledge is poor and buyers are few. These 

conditions^ alcmg with future uneertainties of price^ and the desire to 

reduce cost, have given ftmners and wholesalers alike the incentive to 

integrate vertically in the flresh 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 19^7.^ 

Vertical Integration as practiced today by some fanners and whole 

salers is not new. Both Industry and agriculture have integrated to gain 

efficiency of operations impossible to realise under conditions of inde 

pendent operations of separate prooesaes. Integration gives advantages to 

■sail farasrs through specialisatltm and larger operations.^ Increased 
isarlSBting cost and price fluctuations have encouraged vertical integration. 

^Eleanor H. Birch, Noraa R. Collins, and WHliard F, Mueller,
Grower-Processor Integration, Bulletin 768 (Berkley: California Agri-
cixitural l^bperiment Station, October, 1959), p» 6. 

3u. S. BureKi of the Census, Statistical Abstract of the United 
States: 1959 (Washington: Government Printixig Office, 1^9), Table 850, 
p. 6U3. 

Stephen L. McDonald, "The Integration Process and Agrioultural
Frograas," Journal of fbrm Economics, XXX7 (August, 1953), 57. 
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Cooperatlvea 

A Mzketiag eooptffttlvtt la an aggngata of indlrldoal prodaoars or 

aoonoale unlta idio pool for joint narkatlng tha prodttota idiloh they produce 

indapaadantly. The cooperative's objective is to aaxiioise the profits of 

its neahexv although It does not nake aay profit itself* Cooperatives 

tales over the sales jobs and inarketing functions prsviouslj perfoxned by 

Individuals (or fims). 

The finish fruit and vegetable suurtcetlng cooperatives can and do 

have an effect on mazketlng cost.^ The foUoMting advantages essAaslae 

their strsngtht (1) single management c<»itrols a nuniber of operational 

units in the marketing process,(2) less time is rsquired to market tlM 

products,(3) atomistic faraers benefit from large operatims, realising 

greater economies of scale in marketing, and(U) cooperatives nay be able 

to manipulate prlos by having freedom of price movssMKit* Previous research 

at the Teaassese Agricultural SxperlnKit Station shoes that out of three 

market groups, the oaa ahich vas made up by cooperative groups received 

slightly higher prices for straidierrlss (Hgurs 6)* 

When one cooperative sella to one large buyer a bilateral monopoly 

exists, and idien cooperatives axe organised to supply a fev buysrs an 

approalnatlai of bilateral-oligopoly msy exist* Priees may fall «iyidiexe 

vithin rather eids limits, with the buyers being guided by the marginal 

receipts from added purchases. The aellers will be guided by l^ir mar 

ginal cost of added productiwa, and prices mill be dstcminsd by bargaining, 

lbs disadvantages of marketing cooperatives are irot clear but the 

Sfclemer Z. Birsoh, "Marketli^ Agreements and Cocperative Marketing,"
Journal of Farm Eoonondes, Xim (M«y, 19^), 221. 
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Figure 8. Price pattern of firms when stratified according to type
ownership, grade and seasonallty. (P^m University of Tennessee Unpublished
Master's thesis by A. W, Woodard.) 
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poBsibllity Bxists that eonaoMirs will not bazMflt from this type of opera 

tion if coc^ratires axe able to Manipulate prices in a way ecmslstent with 

the profit motive* Consumers in the past have been ccmcemed primarily 

with low prices, giving very little thou|^t to (juality, but in our dunging 

society more emphasis is being placed on quality, which nay favor coopera 

tives sinoe this is part of their approach to inproviiq; the marketing 

system* There are also a«ay indicatims that mazt;eting cooperatives have 

lowered naxfceting costs, with savings being diffused throu^out the mcmiomy, 

thtts reflecting lower cost to consumers* Another factor sometimes con 

sidered to be a disadrantage of cooperatives is the control of the amabers 

output. They may be scsMnihat limited in their operations as to output and 

must meet specified grades and standards. Even though these things are 

eottsidersd unfavorable, the advantages semn to outweigh the disadvantages 

and many mazlceting cooperatives are in c^ratioa today. There is seas 

question as to how anoh benefit cooperatives ean be to the small fruit and 

vegetable growers in Tennessee because Tennessee producers provided only 

a naall share of national or rsgional volume (Table X7XII). For eoc^ere-

tives to give long-run benefits in Tennessee it would require strict ad 

herence to prices of other supply axwas because tbe mazket for ajqy city ia 

not limited to one supply area. A short-run advantage is almost sure to 

be profitable individually, since Tennessee fexmrs are providing a vezy 

small volume to large wholeaele operators, and cooperative selling should 

give immedlata results because it would control quality and quantity, idiich 

the lars^ buyer dssirea. Hcwsver, if all producers in the United States 

were members of eooperetlves, then vezy little benefit would be likely to 

be realised by small producers. 
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1ABI£ 17111 

PRODUCTION OF FRUIT AND 71QETABIE CROPS, TENNESSEE 
mt,CENT OF UNITED STATES, 1957«58 

Tennaasee par cent 
of United States X9$8* 

production Talus to 
Crop Use^ 1957 1958 Tennessee grovers 

(81,000) 

Apples WdP .3 .5 11,380 

Beans snap r 3*3 U,3 324 

Bettui Stt^p p 2.T l,7liO 

Ca})bage F&P 1.8 2.9 280 

Peaches FStP .2 .3 432 

Pears EbP «u .5 210 

Potatoes FSeP .3 .2 1,1<32 

Stsailberrles F&P 9.5 9.U 4,190 

Sveetpotatoes 3.1 2,9 2,263 

Tosiatees r .9 1.7 1,424 

Total Talue 13,675 

Sourcet U. S. Dspartawnt of Agriculture, Agricultur^ Stotistieai 
19^9 (Waahingten: Ooremaent Printing Office, 1960), pp. 156-265* 

•PrellBiinai7 

^^Fraah ataxfcet aad/or processed 
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Marketing Agreement 

Masicetiag i^sreemsots aad/or aazlcetlng ordbrs wexe authorised by the 

Secretary of Agriculture to giro the faiwer a means of lagjroving his posi 

tion in the eeooiOBiy by offsetting the naxicet power of handlers and proc 

essors. It also assured the marketing assooiaticm of a deflnliM rolome 

of business. A marketing agreement Is a voluntary contract entered into 

by the Seorstazy of Agriculture and handlers of a particular oonmodlty* 

The agreement affects only those who sign It and usitally requires a two-

third majority for approval before It is placed in effect. A autrketlng 

order Is an ordsr Issued by the Secretary of Agriculture which mates the 

terns ef marketing programs effective vpon all handlers in the Indastry, 

whether they sign the agresiBent or not. 

Marketing agxe«Bents are integrated entities managed by control 

boards to increase profit of its mmnbers. In order to ii^xease profita, 

nanagwDMnt will differentiate its commodltias and manipulate the amount 

shipped. These pz^eesses are carried out by regulating sises and gradse 

as well as flow of goods over time and space* The quantity of any one 

grade or sise may be changed for any period of time or for the entire 

season* nw elasticities of dmuuid in the different markets must be 

known, before manipulation of goods between markets can be made profitable. 

If demand is relatively inelastic in a market, small quantities can be 

withdrawn, bringing about a slight Inorease in prioe. This amount can 

then be added to the sore elastic market bringing edi>ottt only a slight de 

crease in price, therefore giving a greater total dollar return.^ If 

^ohla, og* cit., p. 135!. 
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cartallments in sMpaisnts mrs aad* of a speelfled grado or also it would 

bare to bo faeod with an ixwlaatio dnaand to naxiniae profits. Spocifie 

inforaation was aoldm available on elasticitiesj but liaitod raaoaroh had 

boon done. Table XIX illuatratoa how olaaticity of danand ehangod throogh-

ottt the aoaaon for Aroah atraidjorrioa. The olaatieity of demand changed 

from "highly olaatie" during the first part of the season to "less elastic" 

then back to "highly elastic." During the periods of inelastic demand a 

re<tiction could have been made in the amount sold to inomiase total revenue. 

Maxleeting agreements also involve the theory of two price systMui 

or price discrimination. A grai^cal repreaentatiwi is shown in figure 9. 

The processor maxlest may be used as a diversion market for ftesh fruits 

and vegetables, making allocations to each based on elasticities of demand. 

If the demand is inelaatic for a particular grade in the ikesh market and 

elastic in tiie processor smrket, shifts can be made to the processor market 

to increase total revenue. The dMund for any given grade is affected 

more or less by quantities of other grades available on the market. Con-

aidaration mnat be given to elasticity of dsmand for a particular quantity 

and the effect of a given quantity reduction in supply vqion pries par unit 

of otlwr grades. Suii^ose the control board is practicing price discrimina 

tion between classes of consumers, discriminating against one group of 

cmsumors by restricting hig^ priced grades and sises. The demand curves 

wMld than be almilar to Figure 9, where tw separate market demand curves 

existt Dj^ D;j^ the dnaand curve for low grade produce and Dg Dg the dsmand 

curve for a high grade product. The control board would manipulate dnaand 

by dacroaalng the high priced grade D2 Dg, which is lost elastic than the 

lower grade xeprosented by D^^^ D^, If quantity is dscxeasad in the loss 
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fAfiTJt xn 

AVSRAQE VE^U IN-flELD EUSTICIT7 OF XSHUR} 
WITH HESPSCT TO PRICE fXm FKESii IDUJSUNA 

STRAWBERRIES (l92U<'ltO) 

In-fleld demand 
elasticity with 
lespeet to price 

Week of eeaetm (at controld) 

1 -3.25 

2 -2.6U 

3 —2#68 

k -2,30 

5 •»2,00 

6 —l«2li 

7 •2.30 

SottrcAi Werner Z. Kirseh, 'Marketing Agree-
Bients and Cooperative Marketing,*' Journal of Farm 
Ec<»amlc8> mil(May, 1950), 219. 
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elastic and shifted to the more elastic, total tvnmm will be increased 

b7 diserininatiBg against emuramers bi;grijag the IdLgtoer grades. The marginal 

re-renae for the first masdrat and for^Mcond) detezaines the 

amwmt to be sold. The profit nexiaising oul^at for the aaxtmting orgasi* 

sation is the suBnation of the and MRj schedules, addiz^ the two 

quantities at each marginal rerenoe level. The sumnation shown as MR 

represents the relation of eombixwd output in the two mazlcets to marginal 

receipts. The marginal cost for total output is shown as MC. To flULa±Dise 

profit, allocations are made to each market until marginal recef^pts are 

eqzULlised, selling quantity Oqj;^ in the low grade maidcet and Oq^ in the 

high grade maricet, telling at price and OPj correeponding to sub* 

markets.^ Price dieezlmination through fruit and vegetable isarketing 

agreements have somewhat similar characteristics. 

To evaluate marketing agreements, the advantages and disadvantages 

have been weighed, giving oonsidention to factors which affect the over 

all econony. The risk reducing factor is considered to be a great benefit 

by fanners who enter into these agreements, by coordinating manageiaent 

activities to reduce uncertainty of quality, price, and quantity. Bedbio-

tion of waste in marketing of fresh fruits and vegetables because of 

spoilage is another factor in favor of marketing agreements. The control 

boards also oontxel the spatial factor by not glutting markets. Through 

marketing agremmnts faxners can better meet the dMBand of large chain 

stores and supemarkets. 

^Bain, o^. oit>» p. Ul2. 
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ilnother posslbla adramtags Is ths better positiixn an organlaation 

has in bargaining for labor. Since industry is organised and ooopeting 

for labor, outbidding farmers, a need arises for farmers to receive sow 

of these same benefits, higher returns per hour of voxic and more security 

by having available labor* The benefit going to the eonsnner is another 

very inpoirtant function of asiicetlng agreements in that the savings la 

marketing cost will readily be reflected in etmsumer prices because of the 

degree of oog^)«tition that exists in retailing* 

The disadvantages of Biaiketing agreements are many and varied, 

affOcting different groups in different vi^. Many indepfndont producers 

remnt the controls of binding agreements. Tennessee fresh fXniits and 

vegetables axe grown in such oeall quantities, agreements may not be to 

the producers* advantage (Table XVIII, page 67}* Cw possibility of over* 

production may also exist if more capital is added through easier credit 

and li^roved technology is used. If this situation should arise, it would 

mean lower prioes to producers, but eonstmers would benefit. 

Contract Faming 

Contract farming is another alternative the fXesh limit and vtfi* 

table producer may use to reduce risk, but onoe he enters into a contract 

his possibilities of selling on a higher market to maximise profits are 

lost. Sven thoo^ processors contract produce, chain stores and large 

wholesalers would probably lean more toward buying from eooperatives. 

By entering into a contract, farmers can receive capital and tech 

nical advice from the firms they are dealing with. If a fantsr agrees to 

a contract hs can eiqpeot assistance in obtaining information as to best 
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vurletles, as «sll as adrios <m packing and grading^ so that hs is able to 

produce the t^pe of product the oonsuowr prefers* The faxner is also more 

snre of a stable income since the price and other mazketing conditions 

itdll be agreed on. 

Certain inconveniences will also arise from contracts. The maxket-

ing firm may not be adequately equipped to give the proper adviesi and less 

independence by the produoer will be realised. The producer My also lose 

opportunities to expand by being bound by a contract; he limits himself to 

how mueh he can make idten entering risk redncing agreements. Therefore 

all members should thoroughly understand all parts of the contract* miking 

surs it will be beneficial to the producer* so that unfair adrantage will 

not be taken by the large firm. 



CH/lPrEK VI 

SUMifm AND COHGLDSIONS 

Bitpltt th» impor%Kaa» of fresh fruits sad regstsbles «s a part of 

ths dalljr food SQppIy» vexy llttls Is knoim about the wholesale market 

strueture and the magnitude of changes that hare been taking place in 

TennssMe. This thesis has been conoemed with the present wholesale 

fresh fruit and vegetable marketing aystm in Chattanooga, Knoxvllle, 

Msmphis, NashriUe, and Tri-Cities Area in Tennessee, the impacts of 

ofaanges in iMxket structure en wholesali agmciesy shipping point Euuket-

ing firms, and the marketing altematiTes for producers as future changes 

take place* 

Data used in the analysis were collected from fresh fruit and rege-

table wholesalers and chain store operators in Chattanooga, Knoxville, 

Nsmphis, Kashville, and Tri-Cities Area, Tennessee* OtM hundred six mex^ 

chant wholesalers and thirteen chain store grovps proyided information on 

their operations. 

The majority of wholesale fresh fruit and yegetable suixket facili 

ties were poorly organised and poorly maintained for most efficient opera 

tion* This WHS eyident hy lack of rail spurs and loading docks at mai^ 

establisbnents* The absmce of adequate planning and improvwasnts to 

handle the increased yoliune of produce required by mxmal population growth 

was yexy noticeable. Ths markets have grown with very little consideration 

for marketing efficiency from the atan<%>oint of both producers and cu8t(»ars* 

Ths primary typas of fresh fTuit and vegetable idtolesalera operating 

in each city were carlot receivers, eotamodiiy specialists, jobbers, and 
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chain atom grov^. TIm earlot zacalYara handled movt finish finilt and 

regstables than any other group, accounting for $0 per oent of the total 

volume handled by all groi;^s of vholesalera* They were followed by the 

chain store group which accounted for 28 per cent of the total volume 

handled. There imls no signdfleant difference between cities and volmne 

of businees by type of wholesaler* The distribution of products between 

city, metropolitan area, and outside the metropolitan area ma not statis 

tically significant at the *05 level in any of the trade areas. 

The nuaiber of firms handling fireeh fruits and vegetables were fimer 

in Nemi^a idtere the largest total volume (10,927 carlots) was handled* 

Their average volume was $k6 oarlots, 3 times greater tiuin the average 

volume handled idiolesale firms in Chattanooga, which had the lowest 

volnas (165 carlots per wholesaler) of any trade area* The Temessee 

maxlcets consisted of a relatively small number of wholesale buyers of 

fxmsh produce, with 3U per cent of tbma celling under fifty oarlots an 

nually and 53 par cent selling from one to oaa hundred oarlots. In Memphis 

only six of the seventeen wholesalere did under one hundred oarlots of 

business per year* Aa market areas grew, large firms and chain groupa 

sewesd to thrive and small wholesale btqfers were forced out, thus 

the market structure* Ebdt of firms is sapeoted to continue, with thirteen 

firms planning to go out of business, and eleven others indicating tihat the 

future looks very bad. 

Direct volume buying from shipping point has greatly influexiced the 

market structure. About 73 per Mnt of the volume handled by firms o<m-

taeted was bought direet from shipping point. Jobbers handled the smallsst 

per oent of any wholesale group, accounting for only U per cent of the total. 
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During th« past tvanty ysars, forty^foor fixns rsported a efaangs in souroa 

of supply^ vlth $9 psr osnt of thase firms b^]ring morn pro^buw dirsot from 

shilling point. Ii^rovod trade transportation and rofrigoration has on* 

faaneod this method of buying. A signifioant difference at the *05 lerel 

vas found between eourees of supply used by different types of wholesalers. 

Independent fresh fTuit and Tegetable wholesalers made 32 per cent of their 

sales to chain stores, 2$ per cent to independent grocers, lU per cent to 

institutions, and 30 per cent to other btyers. As direct baying eentinnes 

to increase, the volume which indepwndent wholesalers can sell to chain 

stores is expected to decrease, which will force a atsall xumber of Inde* 

pendent wholesalere out of business, as previously indioated. The number 

of wholssalerwi may also be decreased by independent retailers organising 

cooperative buying groups and changing to direct buying, thus by-passii^ 

the independent wholesaler. Twenty-two oooperetives alreai^ in operation 

were handling dry groceries an<iwith a change in the buying policies of 

these groins to include produce, merchant idaolesalers* volume would be 

greatly reduced. 

A wide range in gross margins was found to exist between both mer 

chant wholesalers and chain grovq;>8. Herohant wholesalers' gross margins 

ranged from h to 2$ per wnt of sales with the average being lit per cent. 

The gross margins of chains ranged from 12 to 3$ per cent wd-Ui an average 

of 2$ per cent. About 60 per cent of the flms based their gross margins 

on what the maztcet would allow, with 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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Thi marimt was dividsd In two sub-groups, chain groups, 

and asrohant wholssalers* The chain stA>-grocp sssasd to place the rstailing 

of fTosh produce in an ollgc^llstlo situation ahereas ths atcndstie pro 

ducers were facing fewer and laxger buyers, placing then in nore of an oili-

gopsony* The large flxvut also had a significant influence <ai the pricing 

policy- of raiall merchant wholesalers since snail firms were selling to 

retail ccn^wtitors of chain grotq;>s. 

Texy little new ratry was CTident in the idxolesale fresh fruit and 

vegetable naxket, with twenty-two years ownership being the average for aU 

firms in the produce business* About 80 per cent of ths firms that had 

besn in businsss less than tan years wars small and handled less than om 

hundred oarlots per year* The larger firms were providing new iiuiovations 

and services to attract custcnwrs, thus making it very difficult for small 

firms to sntor or remain in the business* 

The few changes in market structure pointed out in this thesis are 

by no BMans all that have taken place daring the past twenty years* How 

ever, it is believed these changes require producers to adjust their market 

ing systM to neet the demands of a dynamic idiolesale 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 pr<oduce to 

the fast growing chain store groiqts. With many small firms planning to 

leave the wholesale market and the forming of produoe divlsicms by volun 

tary cooperative groups already in toe dry grocery business, ths producer 

is being forced to sell to fewer firms. 

The produoexw have available alternatives in that marketing coopera 

tives can be femsd to do the marketing Job previously performed by the 
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indirldual prodocers* Also naxketing agrMfBwnts and contracts can be songht 

by individual produoers idiich tend to give stability of staxtoitiiig* Aw 

prodooer nast sn^ly ocBssodltles in the quantity and quality desired by the 

wholesaler if this resaains the major outlet for his produotion. 

J' ̂  

.• >•r= > , : i s: -V 



 

  
 

 

 

 

 

" ■'V: r' . ^ 

-.i'. 
: 

< V'. ' ... ' •;'■ ■: , ••> -i' 
■? -■■ 

i •■.. • ■■ ■ ■!, "'M -vv f 

. 

>: . ■-'4; •'-'• . ■•, ;--: -• •• . 

"r -■'v: ,.U' ' j--
: ; ■ V-.-

'■,v''r 

jMmoTvm 

*■■'■,-''' ' ' '■ ' -='' " ■ . 

V-.< •' '* " 

• M : 

■■ 

• -V'.-■■•• 5": -
■ '^^v ; •v ^■•V 



BIBnOQR&PHI 

Baiiif Jo« S« Induatrial Organization. Nav lorkx John VlXay and Sona* 1959< 

Mroh) Elaanor Nonaa B. GoUina* and ViUiard F. KuoUer. Qr(^r 
Proceaaor Integration. BoUetin 768. Berkley: Unireri^ty~oFl#aXi-* 
fomla Agricultural Ezpezdaezit Station, October, 1959. 

BottldLng, Kenneth £. Eooneaic Anajyais* Third Edition. Bbw Tork: Hazper 
and firothera, 19$$• 

Cochrane, ViUiaa. "The Market as a Unit of Iiujuixy," Jonrnal of ?kr« 
Beonoadca. XXm (Jbbruary, 19$7)> 21-39. 

Etrana, Baamr C. The Mature of Cot^tltiOD Araong Apple Qrowera in the 
Appalachian Area. Bulletin iiDS. Korgantown: West Virginia Agricul-
tural Experiaent Station, Juz», X9$7» 

Oaroian, leon, and WiUiard F, Mueller. Clamgee in the Iterket Struotare 
of Orocety ̂ tailing. 19^40-58. BeaearoEiReport IsfioT 5* Hadiaon: Unl-
versity of lidaeonsin Agricultural Eiperinent Station, April, I960. 

Ooble, William E. The Knoxvllle Wholesale and Retail Produce Maiketa. 
Bulletin 315. KnoxriUe: University oi^ Tennsssae Agricultural Experl-
nent Station, July, I960. 

Hlxaoh, Werner Z, "Marketing Agreeaenta and Cooperative Marketing," Journal 
of FiMfa Koonaaiea, XXXII (May, 19^0), 216-22U, 

King, Richard A«, Loyd 0. Martin, and ArUmr D. Seale Jr. Vegetable Prices 
and ttortet Structure. Technical Bulletin No. 13U. Raleigh: North 
Carolina State Agricultural Erperiment Stati<m, August, 1958. 

Kohls, Richard L« Marketing of Agricultural Products. Maw fork: The 
MacMillwi Company, 1955. 

McBcmald, Stephen L. "The Integration Prooeas and Agricultural Progzaaw," 
Journal of Fam Eeonoaiea. XXXV (August, 1953)> 371-380. 

Shepherd, Geoffrey S. Marketing Fana Products. Ames: Iowa State 
Collie Press, 1955. " 

Tennessee Department of Agrioultuxa. Agricultural Trends in Tennessee. 
Third Edition. Nashvillet Agricultural Mazketing Sei^oe, November, 
1958. 

0. S. Bureau of the Census* Eighy.eth Statistical Abst^ts of toe United 
States: 1959. Washington: Government Printing 6ffice, 355^. 



82 

U. S» Ctpartmnt of Agrleoltore. Agrlcigtaral StatlrWLcss 2SSZ* WMhlag<» 
torn (HnwRHMnt Prlntiog Office, I960* 

S» Department of Agriculture. Agricultural Haziceting Service. Chaining
Marketing Chamwla for Faxm Food. Marketing Beeearoh Beport No. 3^. 
Vaahingtom Government Printing Office, October, 1959. 

0. S. Department of Agriculture. Agricultural Maiketing Service. Pre-
I* Marketing Research Beport No. I4DI. Vashingtoni OovenvBent 

Printing Office, «hine, I960. 

U. S. Department of Agriculture* Agrioulturel Marketing Service. Chain 
Store Merchandlaing and Procurement Practices. Marketing Research 
Report No. U17. Washington: doverment Printing Office, July, I960. 

Woodard, A. W» "Quality and Price of Fresh Market Strawberries in West 
Tennessee." Unpublished Master's thesis. The University of Tennessee, 
KnoxviUe, I95U. 



 

I 

- V" 
, i 

•*• ' (C«> w. 

".' 'jC^.-t;*? • 

,(5' 
>'■■■ 'f- - -f' , 

APPENDICES 

'^' 'V^'lilitiliilf.' 



 ��i 

imnax A 



S
p
e
n
c
e
r
 

O/
J 

C
h
a
t
t
a
n
o
o
g
a

~
E
(
M
\
n
E
S
S
E
E
 

c
-
i
>
A
L
A
B
A
M
A
 

G
 
E
 
0

R
 
G
T
l
 
A
 

D
e
c
o
t
u
r
 

R
o
m
e
 

t
 

Fi
gu
re
 1
0.

 
Wh

ol
es

al
e 
tr

ad
e 
ar

ea
 f
or
 f
re

sh
 f
ru
it
s 
an

d 
ve

ge
ta

bl
es

 f
ro

m 
th

e 
Ch
at
ta
no
og
a,
 

o
o

Te
nn
es
se
e,
'm

ar
ke

ts
, 
Ju

ly
, 
I9
60
. 

v
n
 



N
o
r
t
o
n
 

C
o
r
b
i
n
 

R
 
G
 

I 
A
 

K
E
N
T
 

C
 
K
 
Y
 

T
E
N
N
E
S
S
E
 

K
n
o
x
v
i
l
l
e
 

C
r
o
s
s
v
i
l
l
e
 

N
e
w
p
o
r
t
 

i
m
 

E
t
o
w
o
h
 

C
O
 

F
i
g
u
r
e
 1
1
.
 
W
h
o
l
e
s
a
l
e
 t
r
a
d
e
 
a
r
e
a
 f
o
r
 f
r
e
s
h
 f
r
u
i
t
s
 a
n
d
 v
e
g
e
t
a
b
l
e
s
 f
r
o
m
 
t
h
e
 
K
n
o
x
v
i
l
l
e
,
 

O
n
 

Te
nn

es
se

e,
 m
ai
dc
et
s,
 J
ul
y,
 I
96

0.
 



87 

L It 
tropolis 

M\0. K 1 

TrE N N.SAR K 7 

7 
Russe ville 
s« Memphlis 

ALAM l IS. 
HuntsvAille 

or 

L A 

QCkS 

Figure 12. Wholesale trade area for fresh fruits and vegetables 
from the Memphis, Tennessee, markets, July, I960. 
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Figure 13. Wholesale trade area for fresh fruits and vegetables 
from the Nashville, Tennessee, markets, July, I960. 
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TABI£ IX 

TM mRkQE Yomm of ieesh imiTS akd vsgesabies mi 
TIPES OF WHOISSAISBS BT CITIES, TEBIIESSEE, 19$9» 

Type of 
wholesaler Chattanooga fCnoxrlUe Meanphis KashviUa Txl-Cities^ 

Carlnl^ 

Carlot raoelwers 1S7 206 - m ^5 608 

Connodity spec. 232 125 263 97 99 

Johbers 253 h$ 69mmm eiwiNlii 

eaeiMiiTruck Jotobors 50 93 25 

Chains 307 1,137 1,505 559 295 

Total 969 1,561 2,U81 1,210 1,027 

^Data mT9 eollaeted for tha calendar srear ending Baoesdser, 19$9-

^ifigepertf tToluuion Cit/i Bristol^ and Morristoim. 
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TA8UE Xn 

vonjME OP IRISH fRurrs ahd nmmss DJsmBHtES to 
VARIOaS SECTIONS OP IHADi AREA BI CITIES, 

TEKHESSEB, 19^9* 

"I, j'„ '"„ iniwiwinwymi 

Area of 
dlatrlbutlon Chattaaooga Rnoxylllo tfeniphls Haahylllo Tri*Cttlo»^ 

VoluiBe (carlota)® 

Citijr 2,278 2,357 6,529 2,806 1,237 

MotropoUtan 786 U26 8i42 1,698 

Outaid# 

metropolitan 86U U,160 3,159 2,021* 3,029 

Total 3,928 6,933 10,530 6,528 1*,266 

*Sata iforo coUootad for calendar year ondinc Daoasnbtr, 1959* 

^Ingaport, Johnson City, Bristol, and Morristo«n. 

^Boas not inoluds 2,llil earlots of intaxnaxkat "second handling." 
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