|

7/ “““\\\ A ECO" SEARCH

% // RESEARCH IN AGRICULTURAL & APPLIED ECONOMICS

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

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

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu
aesearch@umn.edu

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


https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu

Series E - Agricultural Economics

DIRECT MARKETING IN PERSPECTIVE

“

p. I. Padberg and R. E. Westgren

by

80 E~149

December, 1980 NG.




. I. Padberg and R. E. Veshgren
Un@?@zsity of Illinods

Supermarkets have succeeded in handling Awerica's food swply in very large

quantitles and with great efficiency. This “"mass handling” operation px@bahly
axks ﬁh& best for food products coming from mass production asgsembly lines.
Th@ mass handling methods of the modern supermarxket works least well in perlsh-

hile pzoaustS'smah az maat, dairy, bakerv, and produce--with produce bheing
clearly the most ddfficuit. Production processes for meat, dairy, and bskexy
§t@§uats aan ke conditioned and orgenized in a way o deliver products of high
quailty ¢n the vwlune needed at our many supermarkets. In order to have a mas-
sive supply of fresh frults and vegetables delivered to our supermarkets, these
fragile products must be picked many days earlier in ﬁh@ixlpxwéuﬁtién regions
They th@n must undergs aun arducus and expensive period of transportation and
handling. Th@g mist be harvested vhile they ave green and strong bacaus& if

harvested rxg@ thay would be oub of condition hefore reachi

£y

pivd the tore. Be-
cause of these fundamental realities, mass-handled supermarket fruTt anﬁ vega-
tables have a level sf general quality, freshbness, taste, and flavor signifi-

cantly inferior to glmii ShiH @rcﬁucﬁs harvesgted nearbv in & much more mature state,

g

In response to thie condition, a variety of production and handling methods

have grown in importsnce and prominence. Faimers markets often organized

]
bx]

in areag of heavy consumer traffic (or in the hope of attracting heavy congumer
traffic) where growers present fresh frults and vegetablez for sale during ths
growing season. QOftsn the growers who biving produdts to these pericdic oxgan-
ized markets will also have a roadside stand where products are displayed during
the growing season and sometimes throughout the vear. ancthér rapldly growing

:

method of direct marketing of produce an arrangement where the customer hars
vagts the frults and vegetables directly at the growsr's fisld., & v&iiati@n

of the plck-your-own arrangement has developed in some reglons whers oustomers
rent ‘the gervices of a fruit tree or row of trees which are carved for by their
owney and are harvested by the venter. All of these methods refleat an arrange-
ment for moving freshly-harvested fruits and vegetables directly Ffrom the

growey to the congumer. This paper will discuss this dirwct marketing induse-
try, inciuding its historical developmsnt, its meaning to consumers, and pros-

pects for the future.
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Direct Marketing in the Evelution of our Food System

The direct marketing of fresh fruits and vegetablas from the grower to the
consuwning household was a very natural pattern in the subsistence economy of 100
years ago. Only primitive metheds of food preservation were practiced at that
time, so most food pzmﬂgctg were produced in the subsistence h&h&@h@jd whare
they were algoe consumed. There was little m@méy in this subsistende sgonony,
and it was usually reguived for items that could neot be produced ait home.

Direct marketing to consumer households was a natural outlet for the surplua
producticn bevond the household's consumption needs ‘

Around the turn of the sentury, several svents éc@urx@d which moved our

&

food system inte a much move industrialized pattern. Commercial camning of

many food products including frults and vegetsbles had been fe&aible for sor
time, but development of mechanical apparatus adapted to the dlfficult provesses
of food praperyation had lagged. (2} Nechanical pea shellers and fish cleanexs
came inte the food yrcuaaging industry to meke it wuch more efficlent. EnﬁQSv;
trial employment was growing in cur commtry while many Fled the rural subsistence

household. During this pericd, an increasing proportion of ocur food supply was

b

processed, and the proporition sold as fresh i@@lim@&&

 During the gaxisﬁ following World War I¥, encrmous change QV@X@@@E‘QﬁE food
system. Rising incomes and the sururban development brought with it the auto-
mobile and the supermarket. {4} Housgholds in this in&ustxﬁa? gusi&ty did less
food preparaticen {(althouch the suburban kitchen was much better esugunippsed than
the subsistence kitchen wheré much food was processed). In this ers, wmmen»were
liberzted from a primary foous on househeld activities as their horizous expanded
to employment and activities outside the houssehold., The intevest in convenisnce
shopping at the supermarket was aca@mpaﬁ ied by an intevsst in convenlence f@ﬁdﬁ
which requived little preparation at home., ALY of thess tfgnds accelerated the
grthh of superwarkets and the decline of all compaeting food dlstribution ar-
rangements.

as éarly ag 1960, a backlash against the industrialized pattern of produce

han&llng was é¢$cerﬁ1b1e amonyg both consumers and producers. Consumers felt a
losg of the varisety which had been associated with the more traditional pattern
of food distribution. The preprocessaed foo ere legs interesting and excit-

ing, and there was an additionszl sense of loss c@n0®rﬁimg the preparation



activities themselves. Perhaps the gourmet cooking interests which have been
growing in our system and culture. for years are an important reflectlion of this

s <

sense of loss. Certainly another example of the incressing interest of con-
sumers in the traditional skills of food preparation is the growth of U-pick
activities.

P

The loss of freshness and guality in Fresh fruits and vegetables was also
ad

&

an apparent casualty of the newly developed industrialised food system. In

response to the commercial incentives of the supermarket-oriented produce chan-

k2
4

nels, genetic varieties of fruits and vegetables were developed for their
durability. Harveeting and handling methods iikewise were chosen to fit the
imperatives of this wmethed of distributing food. As these choices evolved

through the supermarket system, the gquality of fresh fruits and vegetables

h

declined. Standardized produce grown for mechanical harvesting had less organo-

]

leptic (sensory) eppeal for consumers. This decline gave a new opportunity for
an alternative chamel of fresher fruits and vegetahles direct frowm the farm.

in additida to the concern for freshness and vaxiety, nutriticnal concerns
developed as well. It was noted that most of the processed foods moved thraugh:
& large, sophisticabed company which had the capablility of advertlsing and
glamourizing thelr assembly line products.  No such communications were directed
toward consumers from the fresh produce industyry. In addition, it was nobad-
that the American diet was changing to include less fresh frults and veyetables
and more processed foods. At the cutset, the processing was merely canning ox
freezing, which altered the nature and nutritional properties of food minimally,
As convenience foods became more popular, however, the formulation of new foods
significantly aitew d the nutritional values of the American diet, with the ef-
fect that taste and consumer stimulation was given a greater significance than
traditional nutritional valueaaif Advertising messages avising from the proo-
essed feod sectox constantly reinforce the @rganoléptic appeal of manufactured
focd. Btatus, sophistication, and sex appeal become elements of Food advertis-

ing rather than wbolesomeness and nutrition.

1/ This is probably inevitable in an economy of affluvence. (5}  Most of the
population is well fed and boved. The great surge of soft drinks, snacks,
and candy iz meant to make a bland processed food supply more stimulating
and excitivg. '
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The producsr's side of ¢this backlash comes from an interesting patbtern of
cost incentives., Conventional wisdom has it that direct-marksted fruilts and
vaegetables are cheaper to the consumer bhecausse they do not have the costs and-
profits of the middleman. This proposition is sometimes valié; but in our per
spective it is greatly and frequently overstated. Bbout 30 to 35 percent of
the cost of fresh fxuit and vegetables at the supermarket must go to the opera-
tion and cost incurred at the supermarket. (1} This gross margin is higher

than gross margins for any other product group within the supermarket. On the

3”

other hand, commercilal production methods and handling and transportation methods

;7

enable getting produce to the supsrmarket in large guantities at very low costs

=

While the rising cost of ensrgy will wndoubtedly reduce the cost advantage of

i

specialized commarcial production of fruite and vegstables, it is not at all un-

common for supsrmarkets® produce to be priced as cheap as what one ¢an buy di-

ract from theé producer at the adge of town.
The cost incentives that have had the most powerful influsnce on the supply

of la&al produce are the procurewment cost realitlss faced by su@exmarkét chains
or groups. The procurement operations for supermaxkets develop production aveas
@f the greatest commercial y@teanai, and production is concentrated there. Pro-
curement coste are minimized for the supermarket by wgoing to these concentrated
production reglons to buy fruits and vegetables. It is much more difficult for
supermarket chains to Auxply themselves with gresat guantities of fresh fruits
and vegetables by scavenging through the local production which often has encr-
mous guality wvaviations. For this reaszon, most modern supsrmarket cperations.
cannot afford te buy local produce. {3§

Thisg means that local producers have either no access or only the poorest
access to conwventional wholssale markets. Since the realities of procux cement
costs to the supermarket foreclosse that chammel to the local growsrs, all of
their energy gets chamneled to direct marketing to consumers. While it is pos-
sible that more ewxpensive energy and transportation may geographically diversify
production, it is v&ry'likély that the high volune suermarket channels will
continue to buy from very large and gpecialized producers, teaving the small

producer out of the wholesale channels,



The Meaning of “Direct Marketing® to Consumsrs

: Eoonomy 1s often mentioned as & gignificant consumer wmotivation in direct

marketing of produsc. While this orientation and motivation way be somebimes

valid and justified, it iz very difficult to weasure or verify. Costs in the
supermarket where a consumer im buying other things may have a different meaning

¢

than costs at a roadside stand which is sowe Aistanc e frow normal shopping be-
havior patterns. This comparizon becomes sven wove difficult when considering
U-pick operationg which regqulyxe a considerable amount of hsrvesting effort

Efforts to meandngiully compare prices ayxs further complicated when soms of the

activities vequired by the direct marketing actiwv vxlues in them-

3
[N
g3
g
i
e
o
L
e
o
2]
)
g‘j
o]
kx4

gelves. Picking Montmorsncy cherries an orchard

laden with ripe Lxu,w and overlooking wkike our
industrialized rmutimm that 1t is not a cost but en element of benefit and value
in and of itself. Such an experience in upstate New York is recalled. Ouxr ‘
families would pick szhout 25 pounde of tart chervies during perhaps a thxeﬁmhemf
outing which included & drive along the lake. after the @nﬁrm@uély successful
harvesting opsration, the f&miiy worked together for a longey peviced of tiws
pitting, preparing, and freszing these beautiful cherries. The raquitug as well
as the process, was a hug& success which was enjoved again at repeatsed cccasionsg
throughout the year. Bub was it an economic sucoess?

The local f@au cooperative had 30-pound ting of frozen cherries in sugar
gsavce. These tins were prepared fox direct sale to consumers who then separated

the fruit into packages for much the same way the "U-pick"™ fruit

was prepasred. The cost of the 30-pound tin was about the same as the cost pex

of

pound paid to the orvchard for the cherriez that were harvested. In order to

come out with the same quantity of product, the family had toe buy sugay mﬁd add
s@véxal houre of work. On tha other hand, the frult picked waz of & very high
gquality because only those that were just right in ripeness and freshness Were
picked. In addition, while

he home-pitting operstl took several hours, it

th on
left & ﬁucierg lesg~mangled frult than the commercial sschine-pitted cherries.

While this illustration idsntifiss some of the difflcult comparisonz and
reasurements involved in assessing the economy of different distribution chan-

nelg, it is certainly not a complete analysis. Imputing coste to transporta-

$ut

«

ly time spent in harvesting and preparation and benefits to

tion and fami
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recreation a

nd consumption of end produ

different. In sddition, packsges of frozen tart cherries ara not a commoen prod-
uct in the supermarket, perhaps illustrating some of the loss of wvarlety we en~

s

counter as we are sexved by an industrialized

Another motivation of consumers whic

and veg
purchassas, with all o

fresh frults and vegetsbles and therveby have a

sumers’® concerns about nubtrition do not have a

they expect fresh v%g@?“ as to 2849

tionally awars consumers and

gource of vik

a
o

Less Efregus r mentioned but perhaps very
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and mﬂﬁkpng activity va

fruits and vegetables the form

&
chased through a dirvect marke ing outlat, but
many fruits leads to bhaking and further prooces
cocked and prepaved. This process of
citing smells and iz to wany consumers Fulfilil
kut in the procsss of preparation ze well, Th
and serving food from Yalternative¥ gources is

ket, produce hand~gelected at an GLL@@@L narke
unigue inputz into dinnsy partiss, tradition
sions wher@ food plave an important entheria
or other formal analysis, it is very difficul:
rhencmenon. It is less difficult to cbhmerve L

formal reactions and discusalions

Anothey lmportant motivation of

¥
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Many

in which they ars picked or pur~

fai)

on the other hand the purchase o

sing., and many vegetables are alsc

food preparaticn Fills the house with ey~

ing, not dnly in the consuming

e entertainment v&iuﬁ of preparing

high. Seafood from a fish mar-

%, and “home-cooked” foods are
‘meale, snd other coca~

In a research proiect

5 describe this

£ in consumers® behavior and in-

o

the consumer ig the guality differential

which: is readily discernible in frults and vegetables through the direct mar=
keting channel. If ‘s producs itewm from a dirvect warketing channel is compared
with its counterpart in the gupermarket, there is a discernible guality



difference which is not lost on the consumer. OFften the commercial pro

the supermarket iz produced in a region best sulted for the pavticular ox
wnder climatic and cultural practices ideal for this particular oxop. The ré-

sult iz what pobtentially should be an enormously high guality producte--exbremely
uniform and very attractive. PFurither, the commercial product, although mors
uniform at the level of production, iz usuvally sorted &nﬁ graded very carefully.

In contrast, the direct marketbing chamnel produces a product with a qxeat

i
pe
o1}
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O

deal of variety &

uniformity. Often the fyuits and v&gmtabja% aw@

producad in olinates
thely most efficient

Despite the spparent

harvested zo long before it i - itg guality and taste are significantly

compromised. On the other hand, the dirsct-marketed product tends very fre-

guently to be much £ at a time much better its fl&V@ry

¢

taste, and enjoymant

Thus, it scems that direct-marketed Fru:a@ and

vegetables have many disadvantegess, but the one advantage they have is profound

and overvides the several comparative disadvantages one could obijsctively obe

»

garve in comparing direct market and commercial §

o

Boand ve

r.b

Tredt getables. Anotheyr

w‘

49}

aspact of the great hl@l@gmcai variation in direct-wmarketed frults and vegetables
is that there freguently exists an vgymr%mn¢‘y to buy second guality frults ov
other products which gives an economy alternative that wonld not be found in the

supermarket. Second- fualL%y frult may bhe no compromise in canndng or baking.

There is consd

soudation concerning how these various mobtivations
occur within our c@naﬁmimg population. Ar@vhigh income people more sensitive
o economy than others? Is education level of consumers related to the congern
for nutrition? There is not a great deal of research ewperience with which to
Prelimir

answey thess v analysis of a cuxrent ressarch proiect sug-.

g@éﬁs a complex pattern of motivations scyoss differvent demographlic groups

within consunsrs. A% a gensvral ?&tt@fﬂg the use of divect market channels in-
creases as the levels of income and education incrsase. An excephion to this
g&n@faiity oCours as we look ét income. While the incidence of use

@
marketing channels increasesa gess up through ssveral levels to the

(4]
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highest level used in the survey, the very lowest level within the income group-

ings was also a larger user of direct warketing chamels. Ibh is possible that
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some parts of the consuming population have a special interest in sconomy :
saelect those aspects of &4rect marketing which cater teo that m ii*atimm, whereas
other parts of the consg umxmq p@anla ion have an entirely differaent perception

of direct~mafk&timg amﬁ its advantages and its values for thewn. Gan@xaliyf.
regearch has shown that consumer m&tivgg may dichotomize on a convenience-
guality axie. Supermarket produce shoppers are interested in the ease of
shopping with a guarantee of minimal guwality. Dirvect market Q?LTQQS prefer
the higher guslity cholcses avallable. 56} The gignificant probéam with this
é;chct@my is the definition of guality. Are congumers well ﬁr&igeé ancugh . to
discern the relevant intrinsic differences among fresh foods? It seems that a
bettsy understanding uf wh&ﬁh values ars most ilmportant to consumers would be
esyeciail? useful informstion. at this point in history becsuse those values

could be enhanced as this emerging industry grows and develops.

A Loock to the Future

It seems to us that there must be some upper limis of realistic ovowth ex-
pectation for direct marketing within the total fruit and vegetable industries.
At a conference dedicated to develop and consider the nature and character of
direot marketing of fruits and vegetables, it ﬁ&y be appropriats ta guess  that
this channel could grow to be as wmuch as 20 or 25 percent of the fiesn préduca
buginess in this country. That i likely a genercus guess. There ave some
general trends which have the effect of placing a functional uwpper liwmit on
direct marketing as a way of deing business in preduce. First, tger& is &
trend away from food at home. The dir@at marketing channels have very little
access to the market for food away from home for the reasons dimg uﬁsea gv@w
viously. Since food away from home is an important growth szector within our
food system, that makes an increasing part of the total matkat.which will not
be seyved by the direct market chamnel. »

Another factor limiting the influence and socope of dirvect marketing is
that the production ssason in most of ouwr country is limd ited to & few wmonths of
the year. Many roadside stands have the capability of storing some vegetables
and fruits to lengthen thelr marketing season, but this only apyliéﬁ to a part
of their products and doesn't take these stored products through the full 12
months of the yvear., For that reason, there will be very largs yeri@ﬁs in



which the fresh fruits and vegetables, such as they mav be, will be coning
from distant production regions with spscialized climatic opportunities.

There 18 a trend toward the liberation of both mern and women from food

preparation.  This trend works against the dirsct marketing channel. While

i{z

there may be & lot of good business in the backlash againat the bovedom of
processed foods, the waln channel is likelyv to be a convenlence-oriented
channel. Not a layyge nunber of Americans want to spend a lot of time picking

oy preparing food. There are many sumers who admirxe direct marketing of
produce and who use those chamnells 5& gpeak highly of them, bubt they use direct
marketing only half a doren tinmesg & vear or lessg. For these consumers, direct
marketing is a way to get a variety inﬁg_#h@ix'p&ﬁtegd of sating and preparing

food, but that veriety is special because it iz rarely accoe

7]

sed. Certalnly for
thagse people dirsct maxh.ﬁzng will always £ a gmall part of the total chamnel
of fresh fruits and vegetablss,

Parhape the greatest controllable facteor in enhancing the position of direct
market cutlets in the food gystem is the merchandising capabilities of divect
market promoters. Producers, direct market cpevators, and groups such as shagne-
bers of commerce that ovganize direct wmarket activitles need to be good marketexs.
Merchandising asctivitiss such ag advertising, display, promoticn, pricing, and

product mix will affect the size of consuner traffic, repeatability of pur-

chases, and volume of individual ﬂurch&sas@ Conventionzl food retailers have
j=

" £

Co
eveloped the art and science of wmerchandising. Community markets, roadside
th

Qa

gtands, and U-pick farms need to horrvow from the operations of the retail fizms

they compete with.

Despite the sense of an upper limit, it is clear that the direct marketing
of frults and vegetables is a great success from the perspectives of both the
producer and the consumer. It is not clear what share of the total fresh frults
and vegetables go through divect chabnels at present, but estimates are in the
range of three to five percent. Thx% would suggest that the present rapid
growth has an encrxmous potential for the next devads. This potential will
doubtlessly be furthered by changss in our ablility o mrmndpuﬁa goods long dis-
tances and the consumer's increasing avarensss and concern for nutyitional val-
ues. It further seems clear that encouraging and enhancing this growth in
direct-marketed frults and vegetables is in the consumer's interest and in a

broad gense in the public interest.
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