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| SUMMARY AND: CONCLUSIONS 

Growers of Valencia oranges | in Blorida Riatines ae 197-8 season 
eived a return equivalent to 17 percent of the consumerts dollar spent 
oranges in eight major consuming markets. This return,was. slightly 

; than the 19 percent received by Valencia growers in 19h1, and con- 
ably less than half of the 3 percent they received.in 1946. The 
markets ‘studied were’ Boston,. New York, Philadelphia, Baltimore, - 

tsburgh, ‘Cleveland, Cincinnati, and Chicago. These. markets received 
ercent of all ‘eiee snapped by rail from Florida, Aurine the. sala h8 

. Total marketing charges increased from 57 percent of the consumer's 
( ir in 1946 to 83 percent in 1948. This increase in the share repre- 
nted by marketing charges was due to the fact that retail prices for 
encia oranges declined by 22 percent, whereas. marketing charges actually 
reased. Total marketing charges increased by $0.15. and the retail price 
box decreased oy ‘1. 52 between 195 and 198. e 

the Biberanaing fact ai sclosed by the study upon. which nie Pabort 
based is that between 19:5 and 1948, growers of Valencia oranges absorbed 
ete decrease in Uhavageus Re pee in suid. eps to the increase in total 

oa the study . The combined vocals and me naaT sale ions 
cities was 35 percent higher in 1948 than in the other five cities. 
igher costs of distribution in these three markets may indicate pos- 
_inefficiencies in at ccnp If the combined aD eS ALS and retail 

Ms been E eepihis for producers of wekannis’ oranges shipped to iheae 
markets to receive 3 Saas ad more than Bey did. in aii and 39 
nt more than in 1 19h 6. ; 



changed to a cheaper method of picking--pulling rather than clipping. | 

NI tS availability. of labor,..increased compe tition for ‘markets, or a comb 

sce of the two. may send. BrncuGers etd to. srt pei it alata agains 

sein held the increase in the packing and ‘selling margin from’19)0 to 
“1948 to percent; this increase is the samé as the inéréase in the p: 

ro ai and assembling margin. | The extent to which the eosts of: ‘Labor and x 

, materials have increased is not entirely refledted ‘in’ the’ packing and se 
“ing margin, not only because of the less expensive containers but also” 2 

a L3- -percent increase in rail rates between 19/j6 and” 1918, a Shorter time 

‘their 1 margins to the level that had prevailed before: the regulations of 
_ Although the retail, ‘price of Florida: Valencia orangés decreased 22 perce 
from 1945-l8, the combined wholesale and. retail thargiri decreased only 8 

From 190. to,,19h8,., posts, of. plowing and assembling increased Lo par 

cent. The increase probably would have been larger had the growers not. 

The scarcity of grove. labor during World War II and the lack of competi- 

tion in regard to quality permitted the use of pulling. Any increase ; 

Substitution of hse jens eocme tees wivesnouad exes: “for. standard 

because of the decreased sah hint bhava) to esha 
: 

“Motortruek shipments of oranges have Waareqaud® rapidly since the wa 

re 
taken in transit, and an increased availability of notortrucks,‘ are enc 

ging the further development of truck transportation. : Freight rates were » 
lower to the eastern cities haat to,the’ other cities: ‘(with the excepto) 

in freight rates is not the cause: of the -. LN peat marketing: wet ctd ‘found 4 
these eastern cities. aise 

tional facilities equipped ra handle trucks. “In all years | of the ee 4 
auction charges for. the. eight markets averaged 2 perserty of the retail 
price. Sh aie HE hen Weewsaia a ie ne " 

A downward trend of. the combined wholesale and retail margins from — 
190 to 1943 appeared. ‘to be checked by the enactment of price controls i 

194. Price controls produced a leveling effect in the wholesale and © 
retail margin for the eight cities. With retail prices maintained at” 
ing levels and f.0.b. prices lower than was anticipated under price co 
the combined wholesale and retail margin took a greater portion of the to 
sumer's dollar than had beén copay? 

‘After price ceilings - were removed, ‘marketing. apencies did not rau 

percent. This is an illustration of the comparative rigidity of market: 
charges; this rigidity in turn is largely due to inflexibility in some 
the costs mia pawl by business firms in rendering marketing services. — 



Gee ne tas ihe Pea ee ipo af Rae ar vigine 5 

ys ; ry 

PROBLEMS CONFRONTING THE INDUSTRY 

"Production - ‘of Vélencia orange S- in Plorida increased by more than 27 
nition boxes, or 17. percent,’ during the period 19),0-l8. In the 5-year 

. period ended in 1939, the average. annual crop was 8 ly million boxes. 

a Beginning | in’ 19h0, there were successive annual increases in output until 

i the record crop of 27.) million boxes was reached in- 19h8. 2/ The rather 

‘a aetien 4 prices: in Fey late ma tated were an incentive toward increased pro- 

In oho, and 19h1 the 

e hecd), military, pe ee nt were Sue ourtaidiad and retail ohieae de~ 
lined, while on the other, the costs of. marketing | services increased. 
prices, declined erepaeatpoty: ONY 

a tras: fruit growers’ ana Bibnese Ney Ri orida benane particularly inter- 
sted in the costs of marketing soon after the. decline. in the price of 

ik trus fruits started in 196 They requested the United States Department 
of Agriculture to study the costs ‘involved and the margins taken at each 

YX 

rs cae in ‘the marketing of citrus na tape from Jctcl to consumer. They 

? atine citrus) evute ‘conld, be. increased. ‘The reque st was made through 
the*’Citrus Advisory Committee to the Administrator of the,Research and 
ieee maid “the » Committee recommended that the United States Department 

é 

thie ee desis iceiy lte Bionide. Valencia oranges marketed in fresh 
AS processors now serve as the outlet for more than half of the 

nnual orange crop, processed citrus can no longer be considered a byproduct. 

In the 1939- ho season only 17 percent of the Florida orange crop was proces- 

_ sed; in the 1945-6 season 38 percent was processed. By 1947-8, however, 
ocessors were taking 5¢ percent. This change is significant from the 

peo of grower 's return and the. market ing teens It must ue taken 

pe / United States Bureau of ei cay Zconomics. Citrus Fruits, Pro- 
ii. tion, Ferm Disposition, Value, and. Utilization of Sales. Crop seasons 

9-10--1913-hh; 19h0- as oe Ae Hae and 19l7- Hes, Washington, D.C., 
tober a: 19h)7-19h8. a 



.. prices in 1947 and 19]8. 

> 
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- PURPOSE AND PROCEDURES OF THE STUDY 

The purpose of the study upon which this report is based was to 16 

the margins taken at each step in marketing Valencia oranges grown in _the 

interior of Florida through eight selected auction markets, to learn in 

. detail the services associated with each charge, and, so far as possible, 

to ascertain the costs of eine services in the period 190-8. tt 

vas This io Hon covers @ Migvots of variations in price, from a. low- in 1 

and 191 to high during 196, followed by another period of dopresseams 

‘iheetate the 197-8 season, the eight auction markets--Boston, view” 
Philadelphia, Segeepeei! Pittsburgh, Cleveland, Cincinnati, and Chea 

shipments of 39,000 cars from that State. 3/ eee lee that ‘season, 71 pere 

of all Florida oranges marketed out of the State were shipped by rail. gi 

The percentage distribution of the average margins ircurred in marketing 

.Plorida. Valencia oranges in the eight cities is shown in figure l. moe 
break-down of the retaii price in dollars per box for Valencia oranges) 

_ marketed in New York and Chicago is shown in figures 2 and 3 (pages 12 an 
13). The break-down of the retail price in dollars per box for each of 
ve cities is shown in tables 1 through 9 (pages 1: to 22). 

The obsts: ‘and margins involved in marketing Florida oranges from Aghe 
to 1948, the period covered by the study, were ascertained on the basis 
of secondary data and were calculated from the regularly reported aucti: 
price. series ‘and hey retail-price series. Weighted-average spine ce 

Radions Beret on: were subtracted from weighted- average reudily prices of 
_. Bureau of Labor Statistics to learn the joint wholesale-and-retail marg: 

An estimated 5-percent allowance has been made to cover the waste, spoi. 
.and shrinkage that occurs between the groves and the retail sales. 5 

| 3/ United States Production and Marketing pemantetbhed od, and Florida 
State Marketing Bureau. aaa Florica Citrus, Market News Service 
on Fruits and ides tunhice esi 1947 18 Season. Lakeland, Fila., 1918. ; 

rn 

L/ Plorida Citrus Commission, Growers Némindlt ha tive Committed ‘anda 
Shippers Advisory Committee. Marketing Policies - Florida Oa 
ets ve Season. Lake land, rise 198 . 

ets and. Weights anid Measures for Lied oudtenral Commodities. and ‘heir, 
Products. Washington, D.C. 19h7. 



MARKETING MARGINS AND COSTS 

‘Growers’. Return 

The price per box to the grower is the retail price minus marketing 
charges. The trend in grower's return, as it is affected by marketing 
_ charges, is best expressed in terms of the percentage of the consumer's 
q ollar that can be allocated ‘to a grower after finding the average retail 
“price and the average marketing cost for oranges in the eight cities. The 

p Bverare. return ‘to growers increased steadily between 190. and 19h6, but 

; - in 19h6 a decline began which, by 19L8, had reduced this return to the 
prewar level, In 19,8, an average of °0.17 of every consumer's dollar 

Be econt at. retail for Florida Velencia oranges in the eight cities was 
a returned to the grower. The Rene SHUT 30.83 was absorbed by marketing 

charges incurred between the "on-tree" return to the grower and the dol- 
Pier paid #t is Hale by the consumer. The spread in total marketing charges 

Bearsed from | 4405 & box. sold in Baltimore to “.92 a box sold in Boston. 

; t ieter- ett prices were’ Pound in the eastern reeete of Philadel- 
hia, New York, and Boston, Joint wholesale and retail margins found in 

hese cities were higher than those in the other cities included in the 
~-study. Freight: rates were lower to the eastern cities than to the other 
cities (with the exception of Baltimore and Cincinnati). which would indie 
- cate that the difference in freight rates is not-the cause of the higher 
_ marketing margins incurred on fruit marketed in these eastern cities. 
The higher combined wholesale. and retail margins in these cities reflect 
higher costs of distribution and may indicate possible marketing ineffici- 
encies in these markets. The higher retail prices in these markets may 

be partly attributed to the inclusion.of Indian River oranges in the 
retail prices--these oranges.are usually sold at premium prices. As prac- 
ically all. Indian River oranges are sold in New York, Philadelphia, and 

oston, this factor would not affect retail prices in the other markets. 6/ 
he adjusted margin for wholesaling and retailing in the eastern markets — 

in 197 was 29 percent higher’ than the other cities. and in 1948 it was 

6 percent cel sauime Jf Tf: the Somba nad shoneseiseear angie ty Areas ae 

of See footnote 3, page 4. 

63/ Indian River oranges were exo lnded) from the auction prices collected, 
as the primary emphasis was to be on interior Valencias,. but it was impos- 

ible to exclude them from the retail prices obtained from the Bureau of 

abor Statistics. For this reason, the combined wholesale and retail mar- 
in was abnormally high in those markets that carried Indian River fruit. 

The average retail price in New York, Boston, and Philadelphia in 19L8 
as 7l, cents per box higher than the average retail price for the other 
ive cities. If Indian River Valencia oranges. are included in calculating 

yerage auction prices, the average auction price is increased by el cents. 

Thus, the increase accounts‘for 28 percent of the difference ‘in average 
retail price between the two groups of cities in 198 and 2h percent in 19hi7. 
ven if this adjustment. in auction prices is made in order to account for 
ndian River oranges in the eastern markets, the combined wholesale-and- 

- retail margin is still considerably higher than in the remaining markets. 
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been the same in the eastern cities as in the other cities, it might ha’ 

been possible for producers of :Valencia oranges shipped to Boston, New 

York, and Philadelphia, to receive 3) percent more than belied reCe nae in 
agli, and 39 Percens more than. in- Reape | yi SARS Se f 

Ue oredeag in GY prides: Bows Wok on seu orances ube “190. en oka Ray): 
“caused proportionately greater decreases in the: ‘grower's margin. Bub 
capeecue. in’ averages, the-Chicago retail price was either slightly: ais 
or.only a‘trifile higher: than the New York retail price dn-all years. Of, 

“the study except 1940 and 1944. ‘In 1940, the Chicago retail price was 
"20° percént higher than the New York price. Growers, however, received — a 

only $1.19 per box of oranges. sold in por eenee as Ro Satie Ble a3 for. those 
qsoad:: in ENG LORI: as ita ie te . He 1) 7 yo EN eae i Be 

if “Th hh, the’ bitoni Meth price: was rales ke aa cha Byes New 

‘York price. Although this. difference is’ small, the return to the grower 

was “2.01 per box sold in Chicago as against 2, e7 per box sold in New = 
‘York... As @ percentage of the consumer's dolier;: the combined wholesale 
‘and retail margin’ in 19ul was lO percent in Chicago and 36 percentiin 
“New York. These comparisons in the 2 years 1940 and 19h), point out that — 
“producers in Florida received considerably less for their: Valencia. oranges 

“i" gold in Chicago than’ for. those’sold in. New York, | Loho pen: ne average ok 
Prete’ pUane. was ee in’ tape cede a sie aa t oS ay 

ie aot oe vitohots oranges sold in eight. aitig ays wHeneee ‘poled: prices “contims 1 
ae 0) increase. Returns to growers ‘decreased more rapidly. in cities where — 

the lowést combined wholesale and retail margins’ were found in. 19h3. 

Was the ‘last year before ‘price controls. went into effect for citrus, an 

*' it was the year when the smallest combined wholesale and retail margins — 

- °°" were registered. The more rapid declines in growers! returns took place 
‘for Valencia oranges sold in Chicago, Cincinnati, Cleveland, and Philade 
: phia. Smaller decreases in growers! returns during ghd wee found on 
oranges marketed in- cities in which the joint wholesale. and: retail margi 

_ Were slightly below the highest in ‘193. _ These cities were Baltimore, — 
Boston, and Pittsburgh. — Ace Maete sti (kta ea oo ae 

High consumer incomes enabled veea tiara to peaked the maximum legal, 
‘prices under OPA: despite. the lower return to growers which resulted fro 
larger output. ‘A similar ‘condition obtained after OPA controls were remov 
when ‘retail prices remained high although the return-to growers dropped 
‘From 19h3 to 196, the share of ‘the consumer's. dollar. returned to. the 

in 10h6;-mirketine deduidne cakacned ha’ nine oc Ee wed they hel Seeem 
accustomed under OPA, although the returns to Valencia growers were reduc 
from $2.68, or-43 percent, of the consumer's dollar in 1916, to *0.9h, or 

17 percent, “in- 19h8. Potal. marketing. charges increased from 57 percents 
‘of the consumer's ‘doltar in ce to Be saneat in: nai tH 

“The * puted increase: in ‘average. ated cahieii at tek cae, of. 40. 91 
a greater jets ear “on Poe Gehan Sota nate Sie neie to bebe Tha did 
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tie. increase in tetas eG ary a eee from esi to nae was. accounted 
> in the increase of the combined wholesale and retail margin. The 
oe of the. ma jor Pe mponen ys of the costs of Pee places the 

oi dking and Assembling Costs 

-- Costs of picking and assembling were obtained from the 19h,7-L8 Annual 
ar and Vegetable Report of the Florida State Marketing Bureau. 8/ Sea- 
average costs were. calculated by applying a factor showing the percen- 

ie ee these. costs were ot the total packinghouse expenses (based on a three- 
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anges, ‘because the | picking costs for eaiiuee are included. These sea- 
son ‘average ue were. saguncd to. be constant for- ie markets. 

SR CE IS Se Re na om wy, 

Soe 
oe any. difterences ‘in size. of . fruit marketed ain specific: markets and in 

Ane ot aa 
sige 

eo 
is. The: data ie to picking and Ewe seinbh bie? are : okaunal aver= 

ages. and are considered comparable for the 3-month period ‘of March through 
i. -Packinghouses- canes take care of the» ‘picking and Se SOMD LANE, for 

ve on Pe. basis. In instances 

Ura iuctea to an Nanereet basis. 

The combined picking and assembling margin imesonded pron s s0.2h in 
“4 90. io as oP 3h, in 1948. “The. scarcity. of labor during the war years and the 

creased cost of labor cae and since the war forced the _industry to 

nes 9 (pict and Selling Costs 
ve 

i “packing « of Plorida, 0 oranges: includes the following: » Degreening of 

aise, and loading ner Phetahe cars or Mere: and -in some cases it 

neludes, the "color added," waxing, and precooling operations. Florida 
ae anges are usually sold in one of three ways. They are sold through 
pr ducer | ‘cooperative marketing organizations which normally handle the 
packing of fruit and the selling through their auction “representatives 

the larger markets. They are sold on éonsignment by growers, by inde- 
yendent. shippers, or by cooperatives. Cash sale's are. made. to buying bro- 

s who are located in Florida but who represent € a hire ah merchant 
other purchaser in the consuming markets. 
—_—_— —— OO Oa eee aes nnn awn ne a ee ee sss 

\ 

Wi B/ Florida State Marketing Buréau. 1947-8 Annual Fruit and Vegetable 

R get Jacksonville, Fla. 19L6 « 
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Season average costs of packing and selling the s tandard boxes an 
_ the standard wire-bound boxes were collected by the Florida Agricultur 

‘Experiment Station. The volumes of these two types of boxes entering 

market were obtained from annual reports of the Market News Service ane 

the Florida State Marketing Bureau. Percentazes derived from these dat 

' were: then used to reflect the cost of etre S and selling for each mark 

depending on the volume of the two types of boxes that entered the particu 
lar market. . 

_.> .The cost of packing and selling Florida oranges increased from 40, Was 

Aint ne to 0.89 in 1948. The increased cost of labor and materials ac 

for this increase, but the degree to which these costs have increased is. not 

entirely reflected in the cost data mentioned above. The substitution of . 

less expensive wire-bound boxes for some of the standard boxes reduced ‘the | 

lk ae es cost of packing materials during the period of this didn Ky oi 

“the use of Witechound boxes increased 57 percent from 190 to 1918, me 

as measured by receipts in the markets. of Apparently without this substi- 
tution and the use of other materials of lower cost, the expense of packing — 
and sélling would have increased from 63 cents in 190 to $1.03 in 1948. ae 
In the 196-7 season, the cost of packing and selling Florida oranges aby 

' 73 packinghouses, using standard boxes, averaged “1.01, whereas the same i 
cost when wire-bound boxes were used was 30.85. 10/ A boxsoft either kind 

holds 1- 3/5 bushels and weighs 90 pounds when filled. The proportion of 
the consumer's dollar accounted for by packing and selling costs. decreased 

from 14-percent in 1940 to 11 percent in 1943; in 1948, this margin increased 
to 17 percent, which was equal to the return made to the Valencia erowers ‘dur- 
ti this a | 

Freight Charges 

Freight margins for all markets were based on rates from Lake Wales 
a shipping point which is centrally located in the orange=producing area 
of Florida. These data were obtained from the Interstate Commerce Commi 
LL are t- 

Florida oranges move to market by railroad, by motortruck, and tye 
boat. Boat shipments ceased during the war and have not regained theins 
prewar importance. In 1948, no shipments'of Florida Valencia. oranges wer 
made. ay boat. Before. world War II, railroads accounted for most of the 

TR aege het. hae a LEM OP LI MIET Dh as it, Me MNS AR? teed lee ae RPE Ree its ee eae ne er ae 

9o/ United States Production and Marketing sami nd ePae Lane and “Florida 
State Marketing Bureau. Marketing Florida’Citrus, Market News Service | 

- Fruits and Vegetables, 1939-0 Season to ts 8 Season, Lakeland, Fla. 
: October 1910--October 19,8. 

-10/ Samuels, J.K., Fugett, K.A., Little, H.W. and Henan Hi Goa 
Handling Florida and Texas Citrus Fruits in Fresh and Processed ‘Form, 
Season. Geinesville, Fla. 198. 



ry ‘all oranges “Por these bene te? were shipped by UNG Beer Bee: 
1 rely With the increased availability of trucks and their shorter 

e in transit, together with the higher rail rates now prevailing, an 
are Po ter has been porae. i image in’ the hake years. Dake 

Freight éarges for heuling 4 a box of Paes. om take Weles, Flas, 
eight eities averdged $0.71 in 1940; $0.68 in 1944, 1945, and 19)6; 
in 1947; and $0.97 in hb. Freight charges were h3 percent ‘higher 

1948-than in. 196. As @ percentage of the average retail price, the 
“ oaeeesagien Ener ee was 15 pervert in 1a) il percent in: se at gees 

~ Auction: Charges 

uction prices as given here aré the’ average auction prices for 
CS ass ale as in “eaon ea during gear oie April, Bnd see 

cias: Coal place during these 3 BiH Mma nc iey seexandear-ata 
kinds of Florida oranges went into interstate shipments during this 

, 12/ The auction commission and other auction charges on Florida 
ce eulceine the auetion teres hs ‘for a poe caclnat city 13/ 

A shipper ‘an Ploride is ceualiy: SeeneE cuh ae by. a broker ‘who places. 
ipper's fruit for’ sale through the auction. The sale may:be made to. 
erson who buys at the auction, and the quantity sold may vary from 
oxes to several carload lots. Usually, auction salés.are made 
esale merchants who in.turn sell to jobbers who. service the retail- 
. - The auction, company does not take title to the fruit, but acts 
‘ket place for sellers and buyers. The fruit is displayed there ° 

les and purchases are completed’ there. In most'of the markets in- 
Jed in the study,.-the auction markets are owned by railroad companies. 

re} ee reer. Oe OU saben ik are eee nance or ate a ae 

beter char ges" for a box of Florida: Valencia hangs in A ehe eight: 
Cine -$0.09:in 1940 and 191; 40.13 in 1945 and 19:6; anda’ $0.10 

48. During 1945 and 196, both: auction charges and auction prices | 
he d Behe c- highest level. This direct relation between auction charges 

uction prices is based on the auction commission rate (a percentage 

eee 

Unloads of Fresh Fruits and Yeretebles: Washington, D.C., 
19h. 

e footnote Ay page it 
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of the auction. price), which is one of the determining factors of the i 

auction's margin. As no changes. have been made in the method of accent Bites 

» ing. the auction's share in the cities since 190, the auction charges ave me 

aged 2 percent of the retail price for all years of the study. 

Combined Wholesale and Retail Margin 

The marketing - services performed after the fruit is sold at auction’ ea 

are included in the combined wholesale and retail margin. why As a perce 

pepenneey of the consumer's dollar, the joint wholesale and retail margin 

for Florida Valencia oranges declined from an average of he percent in- 19h0. : 

to an average of 3h percent in 1943. During this ‘period, the actual ‘mar- ‘ 

vgin in dollars and cents increased slightiy. In 191, the combined whole- 

sale and retail margin in actual terms declined slightly and returns to 

growers dropped materially. Although retail prices and returns to growers “% 

increased in 1942 over 191, the share of the consumer's dollar represented © 

by the combined wholesale and retail margin continued to decline. The re- 

duction in this margin was checked in 193, the year when OPA went into 
effect. From 19h3 to 1945 (retail prices reached their highest level in 
1945), the combined wholesale and retail margin steadily increased in “ 
actual terms but remained proportionately the same. The smallest propor= 
tionate share of the consumer's dollar for this margin during the ent ase . 
iat was the 0,26 margin in 1916. | 

In ‘19h6,. eters: prices of Florida Valencia orange s declined for the Be 
first time since 1941, but during the year growers received slightly higher — 
actual returns than in 1945. The majority of the decline came about through 
the. sharp cut in the combined wholesale and retail margin. In 1947, - theca 

combined wholesale and retail margin of 52.3) was slightly below the TOS i” 

level of $2.37, although it was much above that of 1946. Retail prices con- 
_ tinued to decline. As pointed out earlier, the Valencia grower'’s share wes 

i «@ut from $2.68, or 43. percent, in (1946, to $1.58, or 26 percent, in 197, es 

and.to $0.94, or 17 percent, in 1948. The greater part of this roc ae 
.in the return to growers resulted from the decrease in retail prices: eo 5 

hoes saan i from an increase in total marketing charges. 

sinda' the end of the war, the trend in retail nrices of Florida Valencia 
oranges has been downward. In spite of efforts to reduce costs by substi- 

. tuting cheaper. picking. methods and containers, m-rketing | costs have increased. 
Additional studies are needed to discover at. what point more efficient opere 
‘tion may decrease marketing | costs. 

a? 

1h/ A 5epercent waste factor was used in calculating the value of bs: 
retail sales. Although the waste is deducted at the retail level it 
occurs at all stages in the mar ke ting channel. Handlers normally 

include waste in their price-making considerations. 
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