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EFFICIENCY CONCEPTS IN THE FOOD
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Dr. Robert A. Schulz!?
Associate Professor
University of Calgary

"It is not enough to be busy--
we must know what we are busy
about."

=-=Anonymous

Background

If one were to ask each member of
the Food Distribution Research Society
regarding the individual and collective
superordinate goals of the members, the

response would probably be along the lines

of:
making the food distribution
system more efficient--that is,
providing greater selections of
food at lower prices to consumers,

On the surface, this response seems
quite clear. However, this statement
implies that:

1. The current and future states of ef-
ficiency are measurable;

2. Actions and interactions of food
industry operators, researchers, and
government can positively influence ef-
ficiency;

3. Consumers are the ultimate benefic-
iaries of greater efficiency in food
distribution.

While these implications appear to be
self-evident, the concept of "effic-
iency," as currently used by researchers,
does not adequately cover these points,
particularly with regard to consumers.
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Focus

This paper focuses on "efficiency"
in the food distribution system and
covers:

1., Historical concepts of efficiency;

2. Efficiency from the consumer's
perspective;

3. Strateglc implications for research
arising from a consumer perspective.

Additional Authors Involved
With "Efficiency"

In addition to the authors shown
in Table 1, the food distribution area
has had some authors who needed to
define "efficiency'" as part of their
research and had a thorough review of
the agricultural economics literature.
These include:

1. Araji? --production efficiency of
beef cattle operations;

2., Muller® -- sources of technical
efficiency--impact of information;

3. Seitz" --measurement of efficiency
relative to a further production func-
tion.

These authors also cited some key
conceptual thinkers in the definition
and measurement of efficiency:
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4. TFarrell and Fieldhouse® --linear
programming technique for measuring
production efficiency;

5. Timmer’ --measurement of technical
efficiency;

6. I—Iopper10 --allocative efficiency in
Indian agriculture;

7. Yotopoulos11 ~-allocative efficiency
in economic development.

It should be noted that this review
of authors concerned with efficiency,
particularly in an agricultural/food
context, is not exhaustive. The final
report for the Canadian government will
be much more complete than this paper
allows.

Historical Concepts of Efficiency

It appears that the term "effic-
iency'" was transposed from engineering
into a business context. However, in
reviewing the key frameworks for effic-
iency concepts presents in Table 1, it
appears that "efficiency'" and "productiv-
ity" are used somewhat interchangeably.
Beckman and Davidson'® distinguish
between these two terms:

First, productivity is a ratio

of output, or the results of
production, to the corresponding
input of economic resources, both
during a given period of time.
.+..Economic efficiency is closely
related to productivity, but it
is a more far-reaching concept.
Efficiency implies some definite
economic goal such as accomplish-
ing the greatest amount of work
in the best possible manner

with the least expenditure of
time and resources. In fact,
there is no such thing as effic-
iency in general inefficiency

per se. What may be judged as
efficient by one measuring rod
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may be quite inefficient when
measured by a different standard.
(Bechman and Davidson go on to
distinguish between physical,
financial, and social efficiency.)

Some conclusions appear to be
quite clear in reviewing the key frame-
work for efficiency concepts in Table 1:

1. There is no clear evidence of goal
orientation explicit in the efficiency
measurements.

2, The orientation is clearly produc-
tion-oriented, rather than consumer-
oriented.

Efficiency From the
Consumer's Perspective

Marketing scholars and practi-
tioners have taken the view since the
mid 1960's that a product is the set of
satisfactions received by the consumer
and is not necessarily related to the
physical attributes manufactured into
the item. In short, rather than follow-
ing a product from '"seed to consumer,"
contemporary marketers follow the demand
information passed from consumers to
producers and then the physical product
from producer to consumer,

Considering the marketing orienta-
tion, the consideration that historical
efficiency concepts do not explicitly
have a goal, and that most food distri-
bution companies are operating on a low
gross margin percentage, it is clear
that a consumer perspective on effic-
iency is required.

Following this consumer approach,
it is logical to ask: 'Why do people
buy food?" When this question is
answered, then the next area of concern
would seem to lie in the technical and
economic efficiencies of getting food
to the consumer in the lowest cost man-
ner.
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Although no consumer behavior
literature is cited here, it appears
that consumers buy food for the follow-
ing motivations:

1. Survival
2., Nutrition
3, Social (eating with other people)
4., Entertainment

Where can people obtain these
satisfactions? Depending on how each

cus tomer values money, time, taste,
variety, and motivations, the following
marketing systems provide food to con-
sumers in developed countries:

1. Large retail supermarkets

2. Convenience food stores

3. Specialty food stores

4, Fast food outlets

5. Restaurants

6. Food departments of department stores
7. Farmers' markets

8. Home grown and produced groceries
9. Vending machines

10. Direct delivery (milk, bread)

11, Mail order

12, Consumer cooperatives

13. Institutions (schools, hospitals,

airlines, social services)

It is interesting to note that most
of the academic research and governmental
legislative effort has looked at market
structure of producers and distributors
to large retail supermarkets. Of prime
concern have been operational productiv-
ity, prices, profits, number of firms,
and--at the producer level--tariffs, sub-
sidies, and quotas, While these efforts
are laudable, one wonders how much cost
savings to consumers is possible with a
supermarket system that has had 40 years'
worth of tinkering.

To state the situation another way,
the next step in real cost savings in
food distribution must come from the
consumer. That is, in the short-run it
is highly unlikely that cost savings of
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more than one percent to two percent
can be realized by consumers through
tinkering with the system, In short,
consumer efficiency would state:
"Given that my income is fixed, how
can I spend less on food?"

Advantages of a Consumer
Efficiency Perspective

Investigation of the efficiency
of the consumer has the following advan-
tages:

1. Real (more than two percent) cost
savings to consumers are possible in
the short run. Consumer inefficien-
cies are probably far more than produc-
tion and distribution inefficiencies.

2, The "head" of higher consumer food
price indices is focused back on the
consumer rather than on producers or
legislators.

3. Consumers can be made more aware of

the economic consequences of their
choices.

4. Conceptually, the market structure
will follow consumers' choices much in
the same way as when Cullen started the
supermarket in the 30's.

5. Food and agricultural policy can
focus on consumer goals rather than
production or structure goals.

6. Consumers can be made more aware of
the nutritional aspects related to food,

Strategic Implications

Adoption of a consumer efficiency
perspective raises the following
strateglic areas for research:

1. Do consumers realize how inefficient
they are--or at least the tradeoffs
between money, time, nutrition, and
entertainment?
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2, ©Possible cost savings through use
of consumer cooperatives buying direct
from wholesalers in case lot sizes.
Coops could be formed in work, church,
club, or geographical areas.

3., Changing communication technology
and Cable TV have consequences regarding
comparative price shopping.

4, To what extent can localized produc-
tion facilities lower prices? 1In part-
icular, consideration should be given to
hydroponics, vegetarian diets, green-

houses powered by excess energy currently

emitted to the environmment, and personal
vegetable gardens.

5. To what extent are consumers willing
to change diets and cultural tastes in
order to lower food costs for themselves
and increase nutrition?

In summary, unless these strategic
implications of a consumer efficiency
perspective are answered, we may find in
the year 2,000 that we spent too much of
our efforts doing things right rather
than doing the right things.
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