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Bettering the Food System 

Consumers Demand Quality Produce 
Edward W. McLaughlin and Larry G. Hamm 
(607) 256-3169

C
hanging preferences, demographics, 
lifestyles, and greater awareness of 

nutrition, diet, and health have increased 
consumer demand for fresh fruits and 
vegetables. Fueled by the popularity of 
salads, fresh vegetable consumption 
reached 99.9 pounds per person in 1983, 
down slightly from l 982's 30-year high of 
100.1 pounds. During the last 10 years, 
per capita consumption of fresh tomatoes 
rose 6 percent and lettuce, almost 13 per
cent. The fresh use of such leading non
citrus fruits as bananas, apples, and 
grapes rose 16 percent, 15 percent, and 
129 percent, respectively. Consumption 
of fresh citrus items climbed 16 percent 
since 197 3, partly as a result of the large 
citrus crop in 1983. Oranges led the in
crease with a 29-percent rise in per capita 
consumption. 

Consumer interest in fresh fruits and 
vegetables has generated changes 
throughout the produce industry. The 
Economic Research Service (ERS) and 
Michigan State University (MSU) re
cently completed a survey and study of 
the organization and changing role of the 
U.S. fresh fruit and vegetable industry 
(see insert). The results show that re
tailers are attempting to catch the 
consumer's interest through new store 
formats and distinctive merchandising 
strategies, emphasizing the produce sec
tion. With this goal in mind, retailers are 
demanding new services, different prod
uct mixes, and more clearly delineated 
price-value relationships from produce 
shippers. 

The authors are assiswnt professors with the Depart
ments of Agricultural Economics of Cornell University 
and Michigan State University, respectively. 
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Produce Section Takes on 

Greater Importance 

A 1981-82 nationwide survey con
ducted by Chain Store Age Supermarkets 

magazine found that among 13 factors, 
consumers ranked "quality produce" 
first, ahead of "quality meat," "low 
prices," and "cleanliness." Many super
market managers are now positioning 
their company images around the pro
duce department, while just a few years 
ago it was more likely to be the meat 
department. 

With a store's reputation now based on 
fresh produce, quality control has become 
even more important. A store that offers 
tomatoes that aren't ripe or lettuce that's 
beginning to wilt, for instance, may find 
sales slipping as consumers shop else
where. 

Interviews with supermarket execu
tives in the ERS/MSU survey show that 
shoppers' demands are not easily categor
ized as they increasingly purchase prod
ucts and services encompassing a broad 
range of price and value combinations. 
The same consumer may buy both ex
pensive imported raspberries and cost
saving unbranded, or generic, apples. In 
addition, the mix of products and prices 
desired may vary among different consu
mer groups. For the fresh produce mar
keter, meeting consumer needs no longer 
means offering only the ''biggest and 
shiniest," but can involve such factors as 
color, packaging, uniformity, variety, 
selection, maturity, and flavor. 

Consumer demand for greater variety 
and choice helped push the average 
number of items offered in store produce 
departments to 173 in 1983 from 65 only 
11 years earlier, according to a 1983 Food 
Marketing Institute survey. It's not un
common for larger stores to carry over 
250 items. Corporate food chains usually 

carry more items than independents. In 
1979, for example, chains offered an 
average of 170 items, compared to 106 
for independents. 

While stores tend to stock more pro
duce during the summer than winter, the 
difference, surprisingly, isn't that great. 
Stores carried an average of 141 items in 
the summer of 1979, versus 126 in the 
winter (table 1). Shipments of winter 
fruits and vegetables from Florida, Cali
fornia, Mexico, and Chile increasingly 
make it possible to supply many fresh 
items year round. 

The increased importance of produce 
sales has meant the use of prime, high
traffic store locations and more floor 
space for produce departments. Stores 
now allocate an average of about 9 per
cent of selling space to produce, accord
ing to the ERS/MSU study. However, 
older stores, built or remodeled before 

the greater interest in fresh fruits and 
vegetables, may devote as little as 3 or 4 

Table 1. Average Number of Pro
duce Items Only Slightly Greater in 
Summer 

Retail 
affiliation 

Chain 
Independent 
All stores 

Produce sales 
(million 
dollars) 
Under $10 
$ 10-29 
$ 30-99 
$100-249 
$250-499 
Over $500 

Summer 

177 
113 
141 

111 
125 
112 
164 
204 
194 

Winter 

161 
100 
126 

95 
104 
112 
156 
171 
176 

Source: Food Marketing Institute, The Food Industry 
Speaks: Detailed Tabulations, 1980. 
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Table 2. Percent of Supermarket 
Sales by Produce Type 

1981 

Produce type 

Fresh fruit 
Fresh vegetables 
Floral 

Other1 

Total 

46.6 

44.9 

3.3 

4.6 

99.4 

Includes salad dressings, nuts, tofu, apple cider fruit 
juices, dried fruits, candy, bird seed, and charcoal. 

Source: Vance Publishing Corp., "How Do You Measure 
Up?" Marcom Research Services, 1982 

percent of their space to produce. In con
trast, retail organizations interviewed es
timated the produce area in new store 
layouts at approximately 11 to 13 percent 
of the total selling space. 

The average 173-item supermarket 
produce department includes a wider 
variety of products than just fresh fruits 
and vegetables, such as refrigerated salad 
dressings, nuts, birdseed, garden seed, 
bulk candy, fertilizer, charcoal briquettes, 
bottled fruit juices, and dried fruits. A 
study by Marcom Research Services 
found these specialty items accounted for 
nearly 5 percent of supermarket produce 
sales in 1981, compared to approximately 
1 percent 10 years earlier (table 2). 

Produce Marketing Almanac recently re
ported that the produce section had an 
approximately 32.5-percent average gross 
margin for retailers' services in 1982, 
making it the leader among the major 
departments in the grocery store. The 
gross margin, the difference between the 
retailer's cost and the price received, 
varies according to the individual item 
and time of year. Onions, for example, 
had an average gross margin of 40 per
cent in 1980, compared to 25 percent for 
strawberries (table 3). 

The produce department (defined as 
including fresh and dried fruits and vege
tables and nuts) accounted for 11.4 per
cent of gross profit in 1982. Only the dry 

grocery and meat departments had 
greater shares at 29.3 percent and 14.7 
percent. 

NFR-28 

Information on net profit-gross mar
gin minus all operating expenses-is lim
ited. However, a 1980 study by the 
United Fresh Fruit and Vegetable Associ
ation concluded that the produce depart
ment may account for about 36 percent of 
store net profits. Other estimates suggest 
its share is 25 to 30 percent, still making 
it one of the highest contributors to store 
net profits. 

Produce Industry Adopts 

New Technologies 

Technology is a critical force permitting 
many changes from farm to retail in 
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response to supermarket and consumer 
demands for more and different high
quality produce. New equipment helps 
move produce from field to supermarket 
with less damage and loss. Field wrap
ping machines, controlled atmosphere 
storage facilities, improved hydro- and 
vacuum-cooling techniques, and tem
perature and humidity-controlled long
distance transport containers and distri
bution centers help assure quality pro
duce in retail stores. Increasingly, prod
ucts are packaged at harvest, shipped in 
refrigerated units, and rushed to market 
nearly field-fresh. 

Table 3. Fresh Fruit and Vegetable Contributions to Supermarket Produce 
Sales and Average Gross Margins, 1982 

Average 
Contribution Gross Margin 

to Sales Average Range 

Percent 

Bananas 8.37 27.5 24-42
Apples 5.75 35.0 35-48 
Oranges 4.81 37.5 25-47
Grapes 4.48 30.0 34-49 
Strawberries 3.69 25.0 27-48
Cantaloupe 3.65 32.5 34-46
Grapefruit 3.36 35.0 12-46 
Peaches 2.85 32.5 29-50
Watermelon 2.65 27.5 15-40
Nectarines 2.27 32.5 24°48

Total 41.88 

Potatoes 9.33 37.5 25-50 
Lettuce 7.73 32.5 30-48 
Tomatoes 4.14 37.5 30-50
Onions 2.42 40.0 33-50
Carrots 2.06 37.5 34-49
Celery 1.97 37.5 30-42
Cabbage 1.87 37.5 33-48

Broccoli 1.75 32.5 30-46
Cucumbers 1.66 32.5 30-50 
Peppers 1.62 27.5 30-48

Total 34.55 

Source: Produce Marketing Almanac, 1981. 
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A survey by a �pennarket industry publication found consumers ranked "quality produce" first,
ahead of "quality meat," "low prices,., and "cleanliness." 

Study Explores 
Changing Industry 

The Economic Research Service 
(ERS) and Michigan State 
University (MSU) recently com
pleted a survey to determine the 
key factors associated with the 
evolution of the produce market
ing system. In total, 201 individu
als in 98 firms and organizations 
were interviewed over 15 months 
to develop a better understanding 
of the fresh produce marketing 
channels. 

Interviewees were selected to 
provide a representative sample of 
the U.S. produce system. Many 
different types and sizes of prod
uce shippers, for example, were 
interviewed in all major fresh 
fruit and vegetable production 

To consistently provide fresh products, 
buyers require up-to-the-minute informa
tion on the amount, price, and condition 
of the produce available. Computers en
able constant communication of inven
tory evaluation and price information all 
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areas-Florida, Texas, California, 
the Northeast, Northwest, and 
Midwest. Furthermore, the 
sample of wholesale and retail 
buyers encompassed firms that 
purchase produce for retail stores 
in all States. These firms 
accounted for an estimated $6 
billion in produce sales in 1980, or 
approximately 36 percent of all 
supermarket produce sales. 
Individuals in related public and 
private organizations, including 
USDA, trade publishing firms, 
and trade associations were also 
included in the survey. 

In addition to the survey, the 
ERS and MSU researchers relied 
on both trade journals and 
academic reports for extensive 
information on the produce 
industry. 

along the production, processing, ship
ping, and selling line. Computers have 
also prompted the development of easily 
transmitted, more objective quality con
trol information, making on-site inspec
tion of many products less critical to 
today's buyers. 

Today's wholesale and retail buyers are 
more likely to respond to consumer 
demands, rather than simply take what 
the shipper has to offer, as they may have 
done in the past. This shift from buyers 
serving as sellers' marketing agents to 
aligning themselves more closely with 
consumers is imposing a greater disci
pline on shipping firms to provide con
sistent and uniform quality produce. 

Perhaps one of the most significant im
provements for the entire food system, 
however, has been the adoption of elec
tronic checkout scanning equipment by 
many large supermarkets. This equip
ment provides detailed information about 
the types, quantities, and brands of prod
ucts purchased. A few retailers are al
ready beginning to use this information in 
conjunction with demographic data avail
able through check cashing cards to gain 
insight into food sales by household size, 
income, and occupation. Some retailers 
are already tracking "direct product 
profit" -net profit for individual grocery 
items-via such electronic technologies. 

This still emerging, sophisticated infor
mation retrieval technology will enable 
retailers to accurately assess the actual ef
fectiveness of various merchandising 
techniques on a timely basis and at a rea
sonable cost. Accurate individual product 
performance information will be gen
erated and analyzed for all retail products, 
and those not performing according to es
tablished criteria would likely be discon
tinued. 

Fewer and Larger Shipping Firms 
Many produce buyers for retail stores 

have traditionally purchased from the 
small, limited line, single region, shippers 
that dominate the market. Expanded re
tail produce sections which offer year
round selections of a wide range, how
ever, have meant a growing number of 
larger, multicommodity, multiregion 
shippers. 

National Food Review 



Many shipping firms have diversified 
into other commodities or production 
areas to capture economies of size that 
appear to exist in the production, pack
ing, and marketing of fresh fruits and 
vegetables and to meet the retail buyer's 

need for larger volumes, greater variety, 
and "one-stop shopping." Undercapital
ized or less well-managed shippers unable 
to adopt this multifaceted approach are 
frequently forced to leave the industry. 
While data are limited, the ERS/MSU 
study does suggest an increasing ten
dency for shipping firms to move toward 
either end of the size and variety spec
trum. 

The study also revealed that among 
multicommodity shippers, competition is 
more likely to center on nonprice factors. 
The amount of service provided to retail 
stores, for example, is now an important 
source of competition among shippers. 
Similarly, large shippers are spending 
more for advertising, particularly to the 
trade to promote their product line and 
services and hopefully, gain a competitive 
edge. 

Without extensive advertising, suffi
cient sales representatives, and year
round product availability, even large 
suppliers have been unable to develop 
strong consumer loyalty for their produce 
brands. The familiar names of Chiquita 
and Sunkist, of course, are the few nota
ble exceptions. Although branded pro
duce for consumers still plays a fairly 
minor role, continued improvement in 
quality consistency and product perfor
mance may lead the ;ndustry in this direc
tion. 

Coping with Quality 

Despite shippers', wholesalers', and re

tailers' attempts to meet consumer 
demands, inferior produce is still an occa
sional problem, according to the 
ERS/MSU study. Many growers and 

shippers, for instance, face short run in
centives to ship less-than-mature pro

duce. For example, growers may reduce 
costs by harvesting fields and orchards 
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less frequently and in larger volumes, 
rather than picking small quantities as the 
crop matures. Furthermore, handling is 
easier when produce is immature. 

Seasonal shippers, anxious to make 
early sales and generate income lacking 
since the previous marketing year, are 
more likely to supply immature fruits and 
vegetables at the start of a new season. 
Also, the seasonal shipper must reestab
lish contacts with retail buyers after the 
off-season period, providing additional 
incentive to rush products to market to 
beat competitors. 

Early-season prices to shippers and 
growers are also likely to be higher be
cause of the scarcity of the new crop com
bined with typically strong seasonal con
sumer demand. Growers and shippers, 
then, attempt to sell their early commodi
ties quickly before prices begin to fall. 

At the retail level, buyers may also face 
pressure from produce managers and 
other store officials to be "first" with 
early-season produce, according to the 
ERS/MSU study. Beating the competi
tion with new items at lower prices is an 
increasingly strong motivator. To ensure 
the quickest possible arrival, stores may 
alter normal ordering practices and have 
trucks deliver directly to the store rather 
than to the wholesale warehouse. 

Two-thirds of all fresh produce is sold 
in bulk, loose form. However, consum
ers are increasingly finding everything 
from tomatoes to ears of corn in their 
produce departments that have been 
prepackaged at shipping points. This 
trend reflects the lower cost of packaging 
done at or near the growing area where 
wages are often less than half of the 
unionized salaries of wholesale and retail 
workers. 

While costs may be lower, the quality 
of prepackaged produce is a problem for 
many consumers. Soft tomatoes mixed 
with high quality ones or overripe and 
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bruised fruit in the bottom of pint con
tainers are indications of packers', 
wholesalers', or retailers' efforts to 
reduce product losses by varying the 
quality of produce in many packages. By 
purchasing loose items to avoid getting 
concealed bruises or damaged prepack
aged produce, consumers may pay more 
because of producers', shippers', and re
tailers' higher handling costs and losses 
from inferior-quality fruit that cannot be 
sold. 

Expanded Variety Means 

Foreign Produce 

Another quality issue emerges from 
the "internationalization" of the produce 
department. Many new items on retail 

produce shelves are from foreign sources. 
Once unfamiliar names, such as kiwi fruit 
from New Zealand and mangoes from the 
Caribbean, are now almost standard fare. 
The U.S. currently ranks as the world's 
largest importer of fresh bananas. 
Between 1974 and 1982, the value of U.S. 
fruit and vegetable imports more than tri
pled to about $2 billion, a trend that 
poses a number of challenges to main
taining the quality of fresh products. 

Putting Produce 
On the Table 

About 90 percent of the fruits 

and vegetables marketed in this 

country originate on U.S. farms 

and the rest are imported. A 

closer look at the produce system 

shows that 16 percent of U.S. 

production is exported. Of the 

remainder, 76 percent is 

distributed through supermarkets 

and other retail outlets, 

approximately 22 percent through 

food seffice establishments, and 2 

percent at roadside stands, U-pick 

operations, and other types of 

farm markets. 
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