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SALIENT FEATURES OF' RISINGMAHKETING COSTS 
Kenneth E. Ogren 
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For J:\lY assignment in this afternoon I s discussion of 11 What 1 s Behind 
Widening Marketing Price Spreads? 11 the following quotation provide1 a good 
starting· point: 

11 The first question that arises is why is it that retail prices have 
not declined in the sai7le. proportion as farm prices; and why is it that 
the spread be-t;.ween what the producer receives and what the consu,"!ler pays· 
has increased so much in the past few years? Evidently the• .reasons are 
many and varied, but .some of the most ~mportant are high freight rates, 
high wages, and rents and possibly larger profits to the distributors. 
One of the great problems facing this country, 'today is. how can we lower 
the cdst of food to the consumer tmd increase the price received. by the 
producer, wpich is now entirely too lo'vr. 11 

To one r~sid::i.ng in the unc:toistered hall's of the South Buitding, USDA, 
this statem.ent has a most familiar ring '-- even though it was made in the 
year 1922. 1J Retail prices of food products have declinad in the last' 
few years bu:t, not ir'l the same proportion c.s .farm prices. The spread be­
tween what the producer receives and whtit the cor;isumer pays has i11ereased. 
The reasons for this increase in the farirr-retail · price spreaq ~ many and. 
varied and some of the :qiost important are high freight rates, high wages, 
and possibly larger profits to the distributors and procesEiors of ag:d-
cul tural food products~ And not much exposure to the current political 
campaign is need.ed to know that one of the 11 great problems facing this 
country today11 is how we can increase the price received by the producer. 

The saiient features of rising marketing costs- in the last few years 
aJ1d the public. concern over them are neither new nor too much ,different 
from those of some previous decades.~ It does not take a:r1 eYJiaustive 
review of the 11li teraturell to reveal this. 11Built:-in maid serv"i.cesU. pro..:. 
vided with food nowadays are not a new feature but they hai!e receivt-:id 
increased emphasls in ... recent years as an explanation for higher costs. 
More about that later, · · 

_y J. H. Meek, Director of the Division of Markets, Virginia Department 
of Agriculture, quoted in the Hichmond Times-Disp~1:tch of Feb. 12, 1922. 

Paper presented at the annual meeting of the Au1erican Farm Economics 
,Association, Asilomar Conference Grounds, Pacifi;c Grove, Califormia, ... 
August_28, 1956. 
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We can best exam:ine our subject of rising marketing costs by dis-· 
cussing both trends in unit marketing costs and aggregate marketing ·costs. 
Throughout this paper I· shall use the term 11marketingu in a broad concept, 
ir;.cluding all-activities in getting-products-from the farm to the consumer· 
in the form, time, and place desired. ?:./ The salient features related to 
longer term trends in rising marketing co~ts will be considered rather than 
short-run. -fl,.uctuations in market pri'ce spreads, that often do not coin.cide 
with actual changes in marketing costs. This paper _also is concerned prima­
rily 'with food products, al though many of the conciusions apply equally to 
marketing nonfood agricultural products. 

Trei1ds in Unit Marketing Costs 

The Department's "Market-Basketn st.2tistics are the bast available 
measure of.changes in per'"'."unit marketing costs. These statistics, which 
are essentially index,nurri.ber measurements, compare the retail-store cost 

, of a family market basket of farm -food products m th the farm value of 
equivalent quantities of products. The ina:;.nketing margin .:__ the difference 
between the retail , cost and farm ve.lue .:__ therefore measures the charges 
made by :marketing agencies for the· services associated with a fixed ,market 
basket of farm food products bought by consum~:c-s in retail food stores. ' 

According to these statistics, the marketing margin {wrrl.ch includes 
both costs. and profits of marketing agencies) · has increased markedly over 
the last de~ade~. with an increase. :i,n each year except one. - It is now -20 
per.cent higher . tha.11 in 1.950 and niore than 70 -percent higher··-than at the 
end of World War II. ' 

. . . -
Most of this widening in price spreads ·during the last decade, how-

ever, ca.me _during two pe;iriods of g~eral price inflation following World 
War II and during the early part of the Korean·conflict. Since 1952, 
the marketiµg margin has not risen· appreciably -- an average of 1 to · 2 
percent per year. Tb.e fa,rmer' s -share declined from 47 perce~t in early 
.1952 to 38 percent by the end of 1955 { as measured by the ma:rket-baskc1t 
-series) mainly because of lower farm prices rather than higher marketing 
margins. Ji This is not a new phenqmenon. Marketing margin? are chatac-' 
teristically less flexi~le thru1 farm or retail prices. 

Labor Costs a.11d Productivity 

In looking for .an ·expl,a,nation of what has caused the increase in pric·e 
spreads over the last 5 to 10 years, one quite nat1 . .1rally.looks first at the, 

. cost of labor 7 the largest cost i tern. Trends in unit marketing charges 
necessarily are influenced to a considerable extent by trends in per-unit 
labor costs. The labor bill of nost processin·g and distributing agencies 

Y The rationale of tr;e use of this,..-defini tion is dis'cussed in "What Is 
the Marketing Margin for Agricl,llt,ural Products?· A Rejoinder 11 by _H!).rry. G. 
Trelogan and Kenneth E. Ogren, The Journal of Marketing. Apr. 1956~ pp. 403-
406, and in other refereq.ces ci t,3d in this article. · · , 
· 3./ The farm.er' s share rose from 38 percent at the end of 1955 to 41 
percent by the middle of 1956 because, of increases in both fa~m and ~etail · 
ptj.ces 7 illustrating the responsiveness ·or the farmer's share to ch~nges in 
price levels. 
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. accounts for one-half or more of their gross ~a:cgin:s 1 {dd.,ff~rence betwe~ •. · 
raw-ma.terial costs and selling price). ".And· p'rices qf many materials a.n.d 
services bougl'.lt by these .finns _.;.. packaging materials, containers, fuel, 

. and even advertising -~ are to a large degree. labor C'.)Sts. Labor .incotne 
is almost 70 percent af oui tptal national inc,'.)me; with the la::-ge element 
of labor servic'es present in distribution,. this proportion is likely to be 
as large or '1.argeir' in marketing food products. . . . . 

' . :· • . , • ; J - : 

We can be fairly certain even r,>efore e.~amining available statistics . 
i;,hat trends in labor. ·cost per unit of pr()du·ct marketed a.re highly .correlated 
with both trends in hourly earnings and in unit marketing.charge's. Although 
the indi.cator most·. often used tu describe' changes in labor costs is hourly 
earnings, it is obviously inadequate and 'sometii:ne,s mislea;dj_ng •. Hrn:trly 
•earnings do. not equ,al the :trend in., average labo:t' cu st per unit i;f' output 
per hour worked -- that is, productivity.~- has changed. 

' . .· . , . . . ~ ( 

Furthermore, hourly earnings- are not the total •. · c6st of labor;· fringe 
benefits are'becomihg increasingily important. · Changes in .relative amounts 
of straight time. versus overtime also o.ffect trends in the. actual labor bill. 
But a specific r:1easuvement. of unit labor costs is a herculecm ta:Sk because 
of the clifficulty of measuring' ,jutput. of ma~keting servi9es and, to a lesser 
degree, that of estimb.ting a total labor bill.' Nevertheless, S'.)me tenta­
tive ;conclusions can be m~de from available data that I believe are :both. 
signi_fic{ID.t and seem, con$istent with reasonably acceptable or rational 
hypotheses.· · 

. If\ we start out with ')U.r admi ttedl;f imperfect measure of labor costs -­
hourly earnings ..,.- we find: that wages of employees in food processing and' 
distribution now ave:i,~age about a third highar than in 1950. and at·e more· 
tha.rr double, the average \at the end _o;f World War II.- . 1-fnile average hourly 
earnings have irforeased in eacn year ov8r the. last decar,le, the greatest ' · 
increases in cents per hour as well as percenta.gewise Cd .. rne during the two. 
inflationary periods of 1946-48 and 1950-51. ·.The' smallest percentage 
increases have occurred' s;ince, 1953. -

, Estfmates of labor costs'per unit uf product rila:rke-;:,ed indicate an. 
, increase 6f less ·.than ,one-fif.th over' J-950 and 80 perqent since '1945. These, 
increases ar9:- consiclarably, less thai.7 · the ~age increases,· but tl'iey do c6rre"'" 

- $pond quite closely to trends. in unit marketing charges. It shi)uld be noted 
that these measurements ·)f unit labor cu st a;re- Iikely t,·. _ hav,e some upward . 
bias because addi t:i.cmal se;rvices may WJt be refl~ctecl ft:illy in the den0rri-" 
nator of, our formula. (Dni t labor cost i.s the quotient of the indexes of 
total cust· of labor and o:f th.e V•)l11tLte :)f fo:Jc;l, products marketed .. to 
d:Jmestic ci viliah · c:onsur.:iers.:) Y: . . 

,. ·, 

From 19Li5 to 1951,. i,t appears •that unit labor c,)St increased :slightly 
faster thaI1unit marketing charges, -but since 1951 un:lt labor cost has tended 
to increase' at the~sa.ma rato or slower. . Also, during the earlier period unit 

4/ 'l'heso. statistics al~f given. ,)ll p •. 7. of Trends inithe Cost of Lah::>r in · ' 
Ma:r·ketirig Farm food Pr,:>ducts, J\~vts.:.117, USDA, May' 1956. F:')r further de-

. scrij;Jtion of some' of the lab)r str~tistics used in this paper see this ,;ept:,rt 
' ai.1d 11Lah,Jr ,in the M3.rketing of Farm Ft.nd Pro~focts,, J} Agri cultura.l' Ec1)n:Jfuics. 
Research, A1'1S, USDA, .Apr. '1955., Pi~•· ,42-49°- . 

) 
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labor· cost increiu~;d alrrust 'a:s rapidly .as h,-_:,urly e·imings ·of food marketing 
employees.·.- Since 1951, p.owever~ h<mr1y earnings nave increased more than 20 
.percent while· the increase ,ln unit labor cost has been less than 10 percent, 
with m?st of that: increas_e betweep. 1951 and 1953. . . 

I . .'. . . . . , 

fil:.though _these data are too inexact to be c.:msideteil ~)nclu~ive, _the 
'. inference that output per l)Ilit, of labor has increased-markedly, particularly­

in the lasy few' years, ap1)eq.rs to be_ cr:msistent with oth.ar available data •. 
The steady incr&ase in wage rutes has-. stimulated invest.men ts in labor-saving · 

' machinery-. The cmmu.ative e'ffect .)f muiti-:...billiqn-qollar investrr).mts in new. 
plan-t and equipment- by mark~'ting· firms ,since World War II' is like_ly being 

. reflected in an expund:ing rate of pr,.Jducti"'(i ty during recent years. Since 
Worl,d War II, ,durL'"'lg which there was· little investment in food marketing 
.f!:Lcili t;i.es, a.bout:' 9 billion dollars in capital outlays have been mad,e by 
food and beverage pro9essors (according to surveys· made .by the- U.- S. De1Ja.rt-

1 ment i:,f C.):rmnerce and the Securities and l:!:xchange Commission).· Comparable 
- data· are· not available for the distribut:1_ve food trades °qut it is probable 
- that their total investments: are n,::,t tcio far behind those of the processors. 

The 'effect pf thtrSe .li?i.rge investments on; .the C''.>St structure of corpo~: 
- rate business is indicated by ·the ra_pid growth OI 11capi tal consumption 

allowances 11 and the increasing _prO)•J,rti.Jn ;:;f ~orp:)rate gross product that 
they represent.- !j/ Between 11946· and 1954., capital consumption aJ.lowap.ces 
(mainly depreciati:Jn charges repi)rted In CJI'IJ')re.te tax rettirns) almost 
tri;:,;J.~cf'wt..ile employees' 9omi:iensatic:,n incrf;lased by ,Jnly about 90- percen~, 
al though; of c0urse, these labor payments still account for tne major share 
of cor-porate gross })I''.)duc·t. (It' should be noted that these data are for all 
corporati'ons, not jµst f0od ma!'keti~g firms.}' 

Census. data now available tend t,) c,mfi~ a substantial -increase in 
productivity. The numt;ier Of, employees in food -processing reached a peak bi 
1950. with evidence of .a slight decline thereafter des::;i te a continued i.n­
cr~ase in· t'.,tal food pr,)_cessed. T:)tal man-hours ,::)f ~)rodu_ctir:m _w~rkers, hay-e 
declined more than the number ,Sf empLiyees. ·,In· ret::-:til f'ood stores average 

- sales volume :i;ncre1:1.sed ril•.Jre than 50· percent between 1948 an<:! 1954, ,after . 
adjusttne:nt f1_,r the higher -price level., . This striking increase in 'average 
stor,e volume has un·aoubtedly brought with .it ,a substantial increase in.-, · 
average v01_:Lµne per _retail...:store worker. , · ·, ' 

"- - '-. ,, 
Two obser-vations on the subject of labor costs as a. causal fa.ctor in·· . 

higher marketing costs are 13.iJiJiopriat? here. · First, trends in hotlrly earn-
-ings: of food ri!-arketing en1ployees closely parallel the general tr~d in, other 
, industri-es •. · For the ·:rrL}St part, f,.:>od ir;tdtis~ries follow the fJattern laid down 
,by 11pace-setting." g.roups; this is es'.,_)ecittlly true .af the retail .-trade, -which 
. emJ_'.5loys · the largest· J~rcentage, of f06d 4ar~eting- wor~ers. · , · 

- . ; 

. . . -

-The other. obsarvati;():O: c:.mcerns the., effect, on. farn. iJrices 0f higher 
labor ~osts in ~rketing versus, the effect c>f highe~ labor income on -in-: 
creasing the demand for farm pr~dµcts. · It is likely that a siza.bl,e part ·· 

,J of the increase iti fam.-retail price spreads ()Ver tne last 5 to 10 years· iS 
attributabl-e' to higher' la:bor costs. However, the overall. ris•e in wage, rates 

/' 

✓ -.2/ ''Corp6rate Profits Sirtce World War lI,_11 Surv:ev of Current Business,, 
U •. S. DeDt. Commerce,. Jan. :1956, PP• 8-20. 

, \ .. ., 

. ~-· 

. I. 
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of all labor during this peri'.)d has been reflected. iri a much larger increas.e 
in the total purchasing power ,:if labor. To what extent these forces are 
c:::mntervailing •.)nes is almost impossible to determine. 

Other Cr:ist Factors and Prnfi ts 

Transp,'Jrtati,)n has beel'.l ili:scussed' this aftern,:ion. 'rhe rather substantial 
increase in rates over the last decad? Glso has been a definite factQr in the 
increasing marketing margin, especially for 1,)erishable procbcto shipped. lon,g 
distm1ces. Higher transportnti,Jn charges are n,Jt 1.mrelatecl to the general 
rise in la"bor c·:)sts, as the labor bill is a larr;e part of the tota.l costs :>f 

tra:n.sportation agendes. /ls is true for _labor,· transpor;te.tion rates are not 
necessar:ily the rea.1 measure of actual changes in tra.11.sportatirm costs. 

' 

We n1ight speculate on several other cost factc;rs that are ~:;r,J.bably 
contributing to higher unit·marketing charges, although as a prop0rt:i:on of 
total costs -they .are not likr➔ly to be t-:>o significant. A'llune; these are 
State and local property taxes and othar f'e0s and licenses of all kinds. 
Others may include advertising 8½penditures and prom..)tiona1 t:immicks such_ 
as coupons and ,trading stm'l:;::>S. 

Profits are &'1other item that must be c:msidered in our discussion, 
because the spotlight is so oft,:in f,::,cused on thern... G0nerally,. less than 
5 1)ercent of, total marketing rnai~t:ins is .taken up by corpnrate pr:)fi ts 
after d,3c.ucti,)n for inc,)r;1e truces. Because they· are a residual· item, they 
are the most variable i tern in· the whole ~::iicture. The fact tL1t: -;_)rnfi ts 
this year for a firm or grnu:) (if firms·are double lust year's rate may 
not be too significant if- last y8ar 1 s rate was 50 :)ercent bdow·the average· 
fur the ~,receding 5 years. Moreover, any c,mclusions' about trends in 
.pr0fi ts rer dollar of sales are not value judgments Qi@£ SE; a1:Y)ut the 
profitability of these firms. Even though its JJrofit per dollar of sales 
may be less than l percent, a firm w:i th a large volume of business and a 
ra~iid turnover may yield a handsome, dividend rate and ca:;.,ital gains~ti-J 
stockholders in addition tu generous salaries and bonuses to e~ecutives., 
However, returns op skickholders I equity in fo'.)d trades generally are 
relatively modest in C)mpari.son with other. industries. The essential 
feature of profits as they rel.ate to our to;;)i.c this afternoon is that 
profits a_ppareµtly have not b.een a major factor in the w;i..dening price 
spread over the last 10 year~. f2/ 

Marketing Services Versus Marketing Costs 

Now for what seems to wuny observers a popular explanation for rising 
marketing costs -- the built-in mo.id services that h:rnsewives are buying 

• th t·h • :f ' d A f· + • • • +h • .I 1• ' " WJ. _ • eir •XlCt nowa ,ays. ,s a ac vor in incr:eusing v e unit mariret.ing 
charges which we have been discussing thus far, these added services neces­
sarily are of minor im;JoJ?tance. The market-basket ,series is desie.;ned to 
IDb'Lsur,~ .trends in the charges f.)r a fixed quantity )f mo.rketing services 
and does n,Jt reflect to a.ny marked d.egrea chan6es in marketing services 

§/ Fur a further discussi•)n of br,ifi ts in food marketing see "Tr6nds in 
Cor:ixm::1.te Prrifits in Marketing .B1arrr1 Fo,Jd Prdducts, ri The Jvfr~rki;Jt,ing, s.:ng_ 
'£ransp,)rtation Si tu.a.ti on. JuJ.y l956, p;_). 9-23. 
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or types and quantities of foods bought by c::msum.ers. 71 True enr:mgh, 
ther~ has t,een a gradual' upgrading of many foods included in this market 

· basket, a..'ld' any increases in· costs assucfo.ted with such additional ser.,.--
. _ vices as washing and prepackaging fresh :fruits and vegetables, slicing ·and 

vitamin en._ricJ:-illlent of bread, or even the cowboy cutouts for theJkiddies on 
the cornflakes packages would be reflected in the marketing margin of ·the 
market basket. Not measured are the effects ,)f c,.1n:suiuers buying more 
processed, ready-"-i_Jrepared, and conve~ience foods such as TV_ dinners and 
chicken potpies. 

These added marketing services ohviously cannot be ign:)red in any 
analysis of trends in aggregate marketing costs. In addition to_the many 
built-in maid services bought with foods in supermarkets, consumers now 
have more of their meals served to them in restaurants than before World 

•· War II. Also, a larger prop:)rtion of our, food goes' through t.½.e marketing 
system; fewer people live on farms where a large 1)art of the food supply 
is obtained from their own production. . -

The total cOsts for mark(;:lting farm food products in 1955 are estimated 
_ at over 32 billion dollars, up from 18 billion dollars in 1946 and 9 billion 

. dollars in 1940. W After allowance is made for the rise in- unit mn:rketing 
costs and the increased -volume of food handled, a surprisingly· small part 
of the.total increase is left as a residual. Of the 23-billion-dollar 
increase between 1940 and 1955, all but 6 billion is acc:nmted for by higher 
unit costs a."1d larger volume. 9/ CoTiparis".)ns based. on periods since 1946 
indicate an even smaller proportion 0f the total rise unexplaine}. by c.d_st -
and volume. 

Several fact:::irs seemingly acc:Ju_nt for this. Many of the processed and 
prepared foods on today's grocery shelves .cost little if_ any more thm1 the 
same food in a less highly processed form. Apparently the ·savings in costly 
transportation and storage of highly perishable l)rodticts and, in scme -
instances, substantial economies resulting frbm new technolog-.r have offset 
any cost ,)f added ;_5rocessing fo;r many products. Furthermore, the modern 
housewife is still price c-_mscious to ,the extent that the cunvenience f80ds 
that give her· the best bargain are the ones that have set the -best sales 
req:ird. Many of the frozen fruits, vegetables, a.nd juices, as well as cake 

, mixes and cut-u1),, ready-to-cook chicken, are exami1les of these_ 11low-cost11 

processed foods _-with high sales volume. 

71 New products are added to the market basket and weights for individual 
products are changed periodically to keep the market basket representative 

· of current fo0d ::,urchase :patterns. Whenever these weights or the· Sj_)ecifica­
tions of the products priced are changed, prices for adjacent time periods 
are 11linked11 together as in the procedure used in the Bureau of Labor 
Statistics Consumer Price Index._ Further detai.ls concerning the calculntion 
of these statistics are given in 11;1?,rice Spreads f'.Jr Farm Food Products, 
Revised Series, 1046 to Date 11 in the Stxpplement for July-Sept. 1953 of The 
Marketing and Transp,)rtation Situation. _ 

_ §I 11The Farmer's Share: Three Measurements, 11 Agricultural Ec~:momics 
Research, Apr. 1956, table 3. . ~ · · . 
. 9./ Marketing Costs for Food, USDA Misc. Pub. -,708, Dec. 1955,, ~- 11. 

" 
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Closely related to the preceding argument is the pToposi tion that the 
exotic conveni~nce :foods are only a smal;l part of the· average houseyrife' s 

· {ood budget •. These processed foods in .the more costl:r forms have not made 
great 'in:r-9ads on the so-called staples, like milk, bread, meat, eggs, and 
others wlµ·ch make up a major part of most household food budgets. Moreoyer, 
many proce·ssed pr9duct,s such as canned fruits and vegetables, bread, crackers, 
and other bakery products are not new shopping items to most housewives.· · 

' , • ••• • 1 

An .increase in proportion of meals eaten out pushes the total marketing 
bill up faster· than any other shift in marketing services or channels, 
because on.e-half or more of the food ·cost is for personal services of meal 
preparation and serving. During World War II, meals eaten out increased . 
sharply but. in 1955 purchased meal113 and beverages accounted .for ab01it the 
same prqportion of .food expenditures as in 1946, so that meals eaten out 
have been le.ss o:f'. a facto:r:- in higher marketing ?osts in recent years. 

Another: factor tending to offset- added costs of more marketing services, 
is the increasing importance of meats i:md animal products in the consu..merr s 
diet relative to cereal products and. potatoes. What, this means .is that 
while more marketing services are bei:r1g provided wi. th most individual, food 
products, consumers have shifted their. purchases to product. groups .for which 

· marketing resource use is relatively low und farm resource u'se is high. For 
example, the volume pf poultry and· eggs (weighted by 1947-49 average prices 
received' by fr;:rmers) marketed for domestic civilian consu.rn.ption in 1955 was 

, /4.0 percent higher than i~ 1946. wliile the volume pf grains usod . fo1:; .-food 
products did not increase any o.ver the la.st· decade (reflecting an actual 
per capita deolin e) • 1.Q/ The red mea tp as. well ·as the poultry 8.J'l d ,eggs 
group have :increased,. at tha3 expmse of the, grains· and fruits and veg:stables' 
groups. On the average, • the farmer's share of the co::1sum.er 1 s dollar going 
for the two meat-product groups is about twice th4t of the other two groups~ 
(The farmer's share i.s a rough )'.lleasm·e' ?f the. relative balance between- farm 
and marketing :resources us2d in va.ei~vs products.) Or,:..measurBd in another 
,manner, the average 'per pound value of farm food mark.8tings at 1947-49 
prices' has increased about 10, percent between 1946 and 1955 because of the 

. shifts to higl-;ier fa.rm resource products. :W · · · 

. -...:.-----lQ/ These statistics are based, on_ an unpublished Agr., Market. Ser..-. index. 
Farm foodmarketings equivalent to domestic civilian eon'smn:ption of foc,ds 
(after deduction of volume of-fobds consumed where produced and nonfood by- · 

. product uses)- •Were weighted by 1947-1+9 avera.ge prices received by farmers. 
rThis J,_ndex·gives the best me3.sure of the changes in volume of inputs of 
farm l'ood products into the· ·marketing system. The 1 tre,nd of this index is 
roughly s:imilar to the food component of the AMS index of volume of farm 
marketing or the .Atl\18 index of per capita food 'consumption multiplied by an 
index of civilitin population. The form"'.,r index does not take account of 
changes in stocks, exports, nnd ncnfood uses while tho latter index includes 
imported foods as Well as heme-produced foods. . 

JJ/ To o.btain this measurement, weighted aggregates ccon1puted for th? index 
described in footnote 10 were divided by the total potpds of farm food prod­
UGts equi valen;t to civilian .consumption. from marketings of .domt::sticclly 
prodyced foods. · 
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Overall Concl.usions 

What does this all add up to? Marketing costs on a unit basis have , 
L"lcreas$d only rµoderately in recent yea.rs, follm-rlng large increases in two 
earlie:c inflationary periods. It is '.)Illy when the· trend _in marketing costs -
is eontrasted with. recent tra>1ds in- farm prices that the -record may appear, 
ba.d\ The largest component of marketing costs -- unit labor costs -- li):ce~ 
·wise has shown only moderate increases in the, last few years. Consumers 
are ,receiving more ruid more services wl th their food purchases, but for 

-various reasons the cost of these added services does not appear to he a 
major factor in rising marketing costs. Not the least of these reasons is 
the increasing efficiency. and productivity of' the marketing system, wh.ich 
has made possible more services for given inputs. 

Marketmg costs are li.kely to continue their steady risi3. of recent 
years. Consumers seen able and willing to pay for still, more service/3 with 

, their food and economic f,)recasters do not foresee &'\T prolonged deflation 
that would reverse the upward ,t:cend in costs and prices. 

If there is cJ..ny. moral to b-'l drm,m, it. ma~r be that we should emphasize 
the tremendous progress that has been made and is being made in the job of 
pr·ocessing and disti0 ibuting food products. The age of spe-ci..alization , 
has incrc:iased the tasks performed by the marketing system tn getting food 
on _the consumer's table relative_ to those dorie by farmers a_._"'ld housewives. 
Therefore, the gr:;3nero.l proposition that marketing a.nd marketing costs taJte 
a larger !lllcl. larger share of the food dollar is not incopsistent with 
progx:ess in a changing and expa....--iding ,:;,conorn.y. 

-~ , 


