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Although the small share of foreign investment in U.S. farmland has cap-
tured most of the publicity, foreign business investors are actually a bigger
factor in the U.S. food manufacturing industry.

In 1979, U.S. food manufacturing firms wholly or partly owned by foreign
corporations accounted for about $20 billion insales, or 5 percent of all food and
beverage sales by U.S. manufacturers. As of mid-1981, 30 foreign investors had
food manufacturing businesses in this country with sales over $100 million each.

This issue of the National Food Review takes a look at these foreign in-
vestors. Who are they? To what extent are their U.S. holdings? What pro-
ducts do foreign investors market in the U.S.? And, what attracts them to

this country?
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~a=d Food Situation and Review

Food Spending
and Income

Anthony E. Gallo
(202) 447-8707

he Nation’s consumers sharply increased

their expenditures for food prepared at
home while cutting back on restaurant
dining during the spring quarter of 1981.
This spending pattern was a repeat of the
first half of 1980. Weakened consumer
purchasing power appears to explain much
of this spending pattern; however, food-at-
home prices fell between the winter and
spring quarters, while restaurant prices rose
at about the same pace as general inflation.

Second-quarter Personal Consumption
Expenditures (PCE) for food, at $332
billion, were 1.5 percent above the first
quarter and 12.5 percent above the second
quarter of 1980. But, when adjusted for
food-price inflation, apparent volume was
only 2 percent above the same period a year
ago.
All of the quarter-to-quarter increase was
due to a 2-percent increase in grocery store
purchases, which rose to $243 billion.
Restaurant meals and snacks remained
unchanged at $89 billion. But, because
grocery store food prices dropped about 1
percent, apparent, food-at-home volume
was nearly 3 percent higher. Restaurant
prices rose about 1.5 percent, so that sales
adjusted for price increases were 1.5 percent
lower.

The 2-percent quarter-to-quarter increase
in disposable personal income, to $1,880
billion, was almost totally absorbed by
inflation. On a per capita basis, real
disposable personal income (in 1972 dollars)
fell by more than 0.5 percent.

Other Groceries and Alcoholic Beverages

In addition to the $332 billion spent on
food, consumers spent another $105 billion
on alcoholic beverages, cleaning and house-
hold supplies, toiletries, and tobacco items
largely purchased in grocery stores or
restaurants. PCE for food, beverages, and
other groceries averaged $437.6 billion for
the second quarter.

Consumers appear to have cut down on
expenditures for alcohol consumed in the
home while spending more on away-from-
home alcoholic consumption. PCE for
packaged alcoholic drinks fell 2 percent from
$28.3 billion to $27.7 billion during the

Personal Consumption Expenditures: Quarterly, Seasonally Adjusted

at an Annual Rate

Item

[
Total personal consumption expenditures 116.39
Nondurables 464.9
Food, beverages, and other groceries’ 283.1
Food exc. alcoholic beverages 210.3
At home 155.3
Away from home 55.0
Alcoholic beverages 31.7
At home 20.3
Away from home 11.4
Cleaning and household supplies 13.8
Toiletries 10.7
Tobacco 16.6
Drugs ‘ 12.5
Clothing and shoes 791
Gas and oil 47.6
Fuel oil and coal 10.9
Other 31.7
Durables 173.7
Motor vehicles and parts 84.3
Furniture and household equipment 63.1
Other 26.3
Services 525.2
Housing 179.4
Household operation 78.6
Transportation 43.1
Personal care 121
Medical care 90.9
Personal business service 58.5
Recreational services 25.2
Other 37.5
Savings 61.2
Disposable personal income 1255.2

1186.2

474.0

290.3

216.4
159.5
56.9

32.3
20.7
11.7

14.2
11.0
16.4

12.8
80.2
48.3
10.3
32.2

175.7
83.8
64.7
27.2

536.5
183.7
77.8
44.6
12.3
95.5
59.1
25.7
37.9

73.4

1291.0

1977

1217.4

481.5

294.2

219.6
161.9
57.7

32.5
20.6
11.8

14.4
11.2
16.6

13.0
82.6
48.1
10.5
33.0

179.4
84.6
66.5
284

556.5
189.1
82.5
46.0
127
101.4
60.8
25.9
38.1

822

1332.1

1254.5

495.6

301.7

225.3
165.8
59.5

331
211
12.0

14.7
11.6
17.0

13.4
86.6
48.7
10.9
34.3

186.4
87.5
68.8
30.1

572.4
195.2
84.1
47.4
13.1
103.5
63.5
26.4
39.2

79.5

1367.8

L
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1978 1979 1980 1981

| ] 1 v | I} i v | Il 1 v | I

Billion Dollars (Current)

1278.3 1330.1 1369.9 1416.6 1454.1 1478.0 1529.1 1582.3 1631.0 1626.8 1682.2 1751.0 1810.1 1830.3
5040 5204 5363 5583 571.8 586.4 6115  639.2 6611 664.0 6742 7035 726.0 7327
3080 3169 3265 337.8 347.8 3563 3649 3812 3891  391.9 4032 4180 431.4 4376
230.7 237.2 2440 337.8 262.0 2682 2746 2882 2041 2958 3052 316.4 327.4 332.2
169.8 1743 178.9 185.8 190.9 197.0 201.7 210.0 214.1 217.5 225.6 232.7 238.5 2434
60.8 628 651 682 71 712 729 781 80.0 783 796 837 88.9 889
335 342 355 365 371 378 397 409 422 426 425 440 450 450
213 217 223 229 235 241 255  26.0 272 271 27.0  27.6 283 277
12.2 12.6 13.2 13.5 13.6 13.7 14.2 14.9 14.9 15.4 15.5 16.3 16.7 17.3
151 155 159  16.4 168 173 17.8 185 188 191 198 204 208 21.3
11.7 12.0 12.4 12.9 13.0 13.4 13.8 14.3 14.5 14.6 15.0 15.7 16.1 16.4
171 179 187 181 189 197 191 194 196 19.8 208 215 220 226
13.6 13.8 14.3 15.0 15.1 15.6 16.1 16.5 171 17.4 17.8 18.7 19.1 19.5
86.3 91.0 93.4 96.9 95.8 97.0 100.3 102.5 102.2 102.3 105.3 109.4 113.4 11561
49.8 510 533  56.8 60.6 632 721  77.6 89.4 909 853 905 935 915
1.9 118 113 11.9 131 149 179 181 188 192 207  20.5 205  20.6
345 359 37.4 309 39.4 395 403 431 445 422 420 464 481  48.4
185.0 2001 2020 210.2 2125 2074 2133  216.1 2209 194.4 2088 2233 2383 226.7
868 964 955  98.5 1001 917 947  95.4 1006 775  87.0 946 1054  93.0
68.2 722 739  77.3 780 801 824 838 83.6 813 846 889 923 920
200 315 327 344 344 356 362  37.0 368 356 372 398 406 417
580.3  609.5 631.6 648.1 669.9 6842 7043  737.0 7490 7684 7992  824.2 8458 870.9
201.8 2092 2168 224.6 2314 2381 2449 2530 259.8 267.3 2757 285.3 293.6 3025
87.2  87.8 908  92.3 961 964 995 1027 1042 1093 1161  116.9 1181 123.3
49.0 506 516 527 544 565 582 509 61.4 616 658  67.5 67.6 707
135 140 143 146 150 152 156  16.2 167 168 167  16.9 174 177
1041 107.4 1114 114.9 1204 1222 1250 1298 1353 1412 1450 152.8 159.9 165.4
66.0 708 737 748 766 787 816 843 87.6 875 923  95.9 953  97.0
271 279 289 295 304 308 317 328 338 345 355  36.2 37.3  37.6
40.7 419 440 446 455 462 477 383 50.4 502 520 528 566  56.7
846 736 734 738 838 909 893 807 86.4 1100 1114  97.6 88.9 106.0
1398.0 14407 14821 1531.0 1580.2 1612.8 1663.8 1710.1 1765.1 17841 1840.6 1897.0 1947.8 1985.4
|
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second quarter, while expenditures for
alcoholic drinks rose 3.5 percent to about
$17.5 billion. Expenditures for tobacco
products rose about 3 percent to $22.6
billion, reflecting price increases. Toiletries
averaged about $16.5 billion for the quarter.

Other PCE

Total Personal Consumption Expendi-
tures increased $20.2 billion to $1,830 billion
during the second quarter, but the increase
only reflected higher prices. Adjusted for
price increases, PCEin 1972 dollars dropped
0.5 percent. Weakened personal consump-
tion expenditures reflected a 12-percentdrop
in PCE for motor vehicles. Expenditures for

. ]
Food, Beverages and Other Grocery
Spending Relative to Disposable
Personal Income, Second Quarter 1981
Item Pct. of DPI

Food, beverages, and other

groceries 22.0
Food including alcoholic
beverages 16.7
At home 12.3
Away from home 4.5
Alcoholic beverages 2.3
At home 1.4
Away from home 0.9

Cleaning and household

supplies 1.1
Toiletries 0.8
Tobacco 1.1
Other nondurables 14.9
Durables 11.4
Services 43.9
Saving Rate 5.3
Other 2.5
Total 100.0

durable goods fell from $238 billion in the
first quarter to $227 billion in the second
quarter. PCE for services rose 3 percent to
$871 billion, with increases both in current
and constant dollars, for all components
ranging from housing to recreational
services.

The savings rate rose from 4.6 percent of
Disposable Personal Income (DPI) in the
first quarter to 5.3 percent in the second
quarter but was still below the 6.1 percent of
the second quarter of 1980.

Disposition of Income
The portion of disposable personal
income spent on food, beverages, and

groceries remained at about 22 percent for
the 16th consecutive quarter. About 16.6
percent of DPI was spent on food—12
percent toward food at home and 4.5 percent
on food away from home. Alcoholic
beverages accounted for about 2.5 percent,
while cleaning and household supplies and
tobacco each accounted for | percent, and
toiletries slightly less. All other nondurables,
ranging from drugs to fuel oil and clothing,
accounted for about 15 percent.

Because of a sharp cutback in automobile
expenditures, the portion of DPI spent on
durables fell drastically from 12.2 percent to
11.4 percent. But PCE for services rose from
43.4 percent to 43.9 percent of DPI. ®

. ____________________________________________________________________________________________________ |
Food Spending and Income During the Second Quarter of 1981

Item

Food at home
Current dollars
1972 dollars
Per person (current dollars)
Per person (constant dollars)
Impilicit price deflator’

Food away from home
Current dollars
1972 dollars
Per person (current dollars)
Per person (constant dollars)
Implicit price deflator

Disposable personal income
Current dollars
1972 dollars
Per person (current dollars)
Per person (constant dollars)
Implicit price deflator

All food
Current dollars
1972 dollars
Per person (current dollars)
Per person (constant dollars)
Implicit price deflator

Source: U.S. Department of Commerce

Change
from the first
quarter of 1981

Change
from the 2nd
quarter of 1980

Percent

2.1 11.9
2.7 1.3
1.8 10.7
2.5 0.3
-0.7 10.4
0 135
-1.5 4.0
-0.3 12.4
-1.7 3.0
1.5 9.1
1.9 11.3
0.3 2.8
1.7 10.2
-0.6 1.8
1.6 8.2
1.5 123
1.6 2.0
1.2 1.2
1.3 1.0
-0- 10.0

'The Implicit Price Deflator is a broad measure of inflation used by the Department of
Commerce in adjusting the National Income and Product Accounts for inflation.
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Domestic Food
Programs

Kathryn Longen and Joyce Allen
(202) 447-6620

Food Programs Update

Participation in the Food Stamp Program
continued to increase during the first
quarter of 1981. Preliminary data show an
average of 22.8 million persons were
receiving benefits; 1.7 million more than in
the same period in 1980.

The value of food stamps issued during the
January-March quarter of 1981 was $2.8
billion—up 28 percent from the same period
in 1980. The average monthly benefit per
participant rose from $35.22 in the first
quarter of 1980 to $41.65 in the first quarter
of 1981.

Participation in the National School
Lunch Program (NSLP) has declined
slightly since a year ago. An average of 26.4
million children received lunches under the
NSLP during the first quarter of 1981. A
year earlier, participation totaled 26.7
million children. In contrast, the number of
children receiving school breakfasts rose by
7 percent during the same period. An
average of 3.9 million children were
participating in the School Breakfast
Program in the first quarter of 1981.

Schools and childcare institutions partici-
pating in the child feeding programs received
$993.2 million in cash during the first quarter
of 1981. In addition, these institutions
received commodities valued at $303.8
million and cash in lieu of commodities
totaling $7.5 million.

he Special Supplemental Food Program

for Women, Infants, and Children
(WIC) and the Commodity Supplemental
Food Program (CSFP) are designed to
alleviate malnutrition and related health
problems. Both programs provide food
assistance and nutrition education to low-
income mothers and young children. The
primary difference between WIC and CSFP
programs is the delivery system for benefits.
WIC agencies provide food directly to
participants or give participants vouchers
for specified foods at retail stores. In
contrast, the CSFP supplies States with
federally purchased commodities, thereby
serving as an outlet for foods purchased
under USDA’s price support and surplus
removal activities.

Fall 1981

Eligible persons may participate in either
the WIC program or the CSFP but cannot
participate in both programs simultaneously.
Eligibility for the WIC program is deter-
mined in a two-step process. Applicants
must first meet income criteria and then
must be deemed at nutritional risk. CSFP
applicants, under current regulations, need
only qualify on the basis of income. Further,
children may receive benefits only up to 5
years of age in the WIC program, while the
CSFP extends eligibility to 6 years of age.

WIC

The WIC program was created in 1972 by
Section 17 of the Child Nutrition Act of 1966
and was implemented in 1974. The Omnibus
Reconciliation Act of 1980 extends the
program through fiscal 1984. Federal cash
assistance is provided through State health
departments to local health clinics serving
low-income areas. These clinics distribute
supplemental food to pregnant, postpartum,

and breastfeeding women, and to infantsand
children up to 5 years of age.

Eligibility is based on income and
nutritional status. Income standards are set
by the States and by law must fall between
100 and 185 percent of the Office of
Management and Budget’s (OMB) nonfarm
poverty guidelines. In July 1981, the
guidelines were set at $8,460 per year for a
family of four. The States also set standards
for assessing women and children who are
nutritional risks. Among the factors con-
sidered are anemia, dietary habits, and
abnormal patterns of growth, such as
underweight or obesity.

Studies suggest that the target population
for the WIC program have diets deficient in
protein, iron, calcium, vitamin A, and
vitamin C. Thus, the WIC food packagesare
designed to provide these nutrients. There
are six types of packages comprised of foods
selected to reflect the age and individual
nutritional needs of participants. Packages

Average Monthly Benefits per Person—WIC and CSFP
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contain foods such as iron-fortified cereal,
eggs, juice, milk, cheese, dry beans, peas, and
peanut butter. '

Most WIC clinics provide participants
with vouchers redeemable for specified
foods at authorized grocery stores. However,
some clinics distribute the foods directly to
participants by making home deliveries or
requiring participants to pick up food
packages at the clinic or at a warehouse.

The number of clinics providing WIC
benefits rose from 5,784 in fiscal 1979 to
6,701 in fiscal 1980. The clinics are operated
by State health departments or comparable
State agencies and by Indian agencies. The
WIC program provided benefits to an
average of 2.2 million persons during the
first quarter of 1981; of these 52 percent were
children. Infants and women accounted for
27 and 21 percent of WIC participants,
respectively.

WIC program funds are allocated among
the States based on a formula reflecting the
number of children under 5 years of age
below 200 percent of the OMB poverty
guideline and the infant mortality rate in
each State. During the year, unused funds
are periodically recovered and reallocated
among the States. By law, 20 percent of the
total program funds (excluding funds
appropriated for program evaluation) are
available for State and local administrative
costs and nutrition education.

Nutrition education is an integral part of
the WIC program. Under the program,
participants are taught what foods are most
nutritious and how to include these foods in
their daily diets. At least 17 percent of the
funds appropriated for administrative costs
are used for nutrition education. One-half of
1 percent of the annual program funds, not
to exceed $3 million, can be used for
program evaluation and demonstration
projects.

The average monthly food cost in the
January-March quarter of 1981 per partici-
pant was $28.29. During the same period,
total program costs totalled $232.1 million.

CSFP
The CSFP, initiated in fiscal 1969, is
currently authorized through fiscal 1984.

IR

Federal Cost of USDA Food Programs

1978 1979
ltem
Food stamps
Total issued ............ 8347 7111
Bonus stamps .......... 5261 7108
Food distribution?®
Needy families ......... 13.7 22.2
Schools® ............... 577 720
Others® ................ 64 85
Child nutrition®
School lunch ........... 1877 2102
School breakfast ....... 191 243
Special food ............ 246 281
Special milk ............ 139 146
WICT i 422 569
Total®e ... ... ... 8790 11277

1980
1 2 3 4 1

Million dollars

9001 2224 2260 2265 2252 2846
9001 2224 2260 2265 2252 2846

243 47 59 69 67 67
910 301 219 155 236 304
107 27 32 28 2 26

2394 751 562 306 775 776
307 92 73 42 101 106
359 53 76 162 68 74
139 48 37 19 35 36

804 175 192 205 233 232

14047 3674 3457 3188 3727 4406

'Annual totals computed from monthly data beginning with 1979. Previously obtained from

quarterly data supplied by FNS.
2Preliminary.
3Cost of food delivered to State distribution centers.
“Includes Summer Food Service Program.

sincludes supplemental food, institutions, elderly persons.

sMoney donated for local purchases of food. Excludes non-food assistance.

’Includes Child Care and Summer Food Service programs.

8Excludes those food stamps paid for by the recipient.

Under the CSFP, USDA donates foods to
State agencies for distribution to low-
income infants, children up to age 6,
pregnant women, postpartum mothers (up
to 6 months), and breastfeeding mothers (up
to 12 months) who are eligible to participate
in local, State, or Federal health or welfare
programs. New regulations allow the States
to establish nutritional risk standards and
residency requirements as conditions for
program participation.

CSFP participants receive individually
prescribed supplemental foods. The quantity
and varieties of these foods are determined
by the Secretary of Agriculture. Typical
foods that are distributed under the program
are infant formula, farina, egg mix, peanut
butter, canned meat and poultry,and canned
vegetables, fruits, and juices.

In addition to donating commmodities,
the Federal Government also provides cash
assistance to State and local agencies to
offset the administrative costs of operating
the CSFP. Up to 15 percent of the value of
commodities distributed under the program
can be used for administrative costs, such as
participant certification, food delivery, and
nutrition education.

Twenty-three project areas in 10 States
and the District of Columbia operated a
CSFP in fiscal 1980. During that period, an
average of 102,300 persons received com-
modities valued at $18.7 million. In the first
quarter of 1981, participation reached an
average of 114,200 persons, while food costs
totaled $5.2 million. ®

National Food Review



Food Situation and Review

Per Capita Food
Consumption
Highlights

Richard Prescott
(202) 4476860

Food consumption in 1980 continued at
previous levels for overall food groups,
but some marked changes occurred among
individual items. Several longer term trends,
especially for meats, cheese, fluid milk, and
sweeteners, continued into 1980. Consumer
tastes and preferences, income levels, and
relative price trends are largely responsible
for longer term changes in food consump-
tion, whereas year-to-year changes are
usually caused by production factors.

Meats

Red meat consumption (excluding edible
offal and game) for 1980 was 150.1 pounds
per person, up 3 pounds from 1979. This
increase came despite 1980 beef consump-
tion of 78.1 pounds, which was 13 pounds
below the 20-year trend and nearly 18
pounds below the 1976 peak. Beef produc-
tion is cyclical, and in those years when
producers rebuild their herds, such as 1979-
81, prices generally rise and production falls.
Pork is subject to a somewhat shorter cycle,
but similar biological and economic factors
affect pork production. Producers, respond-
ing to high pork prices in 1978, increased
output substantially in 1979 and 1980. This
resulted in record 1980 per capita consump-
tion of 69.1 pounds, 9 pounds above the
nearly flat 20-year trend. Americans ate 1.5
and 1.4 pounds of veal and lamb per person
in 1980. Consumption of these meats has
traditionally been quite small and has been
declining steadily over the past 20 years.
Chicken consumption was 51.2 pounds per
person, down slightly from 1979 levels, but
about 2 pounds above the 20-year trend.

Relative prices are one of the factors that
have contributed to the changing mix of
meat consumption since 1960. Chicken
prices have risenat only about two-thirds the
rate of other meats. Consumer’s desire to
reduce fat intake has also encouraged shifts
in consumption to leaner red meats and to
chicken. The breeding of leaner hogs is an
example of how the pork industry has
responded to changing consumer preferences.

Despite more rapid increases in fish prices,
consumption has increased continually over
the past 20 years, particularly for fresh and
frozen fish and shellfish.

Fall 1981

Dairy Products

Americans drank an average of 2414
pounds per person of all types of fluid milk in
1980, compared with 245.5 pounds in 1979.
This continued a 20-year gradual decline.
The significant shifts in consumer preference
from whole milk to nonfat and low-fat milk
experienced since 1960 continued in 1980 as

whole milk consumption fell to 144 pounds
per person. Competition from other bever-
ages—particularly consumption of citrus
juices, which has nearly doubled since 1960,
and soft drinks, which nearly tripled—has
contributed to the decline in fluid milk
consumption. The amount of cheese eaten
has risen at a trend rate of 4.3 percent per

e ]

Per Capita Consumption, Selected Foods

Food Item

Total red meat (excluding game and offal)
Beef
Pork
Lamb and mutton
Veal

Fishery products

Chicken

Turkey

Eggs

Fluid whole milk
Total cheese

Butter
Ice cream

Fats and oils - total fat food content
(including butter)

Total fruit
Processed
Fresh

Total vegetables
Fresh (commercial)
Processed

Wheat flour

Sugar?

Corn sweeteners?

Coffee

Soft drinks

'Preliminary. All data as of July 1981. NA = Not available.
2Includes use in ice cream, processed fruit, and soft drinks.
3Gallons.

1960 1970 1979 1980"
Pounds
134.1 151.4 147.1 150.1
64.3 84.1 79.6 78.1
60.3 62.0 64.6 69.1
4.3 2.9 1.3 1.4
5.2 2.4 1.6 1.5
10.3 11.8 13.3 13.2
27.8 40.5 51.5 51.2
6.2 8.0 10.1 10.6
42.4 39.5 36.0 35.4
263.9 213.3 150.4 143.5
8.3 11.5 17.6 17.9
7.5 5.3 4.6 4.6
18.5 17.7 17.5 17.7
45.3 52.6 55.5 55.6
140.3  134.9 142.3 143.7
50.3 55.5 57.9 57.8
90.0 79.4 84.4 85.9
146.4 151.9 163.1 164.5
96.0 91.2 98.4 105.9
50.4 60.7 64.7 58.6
118 111 120 120.0
97.4 101.8 91.1 85.6
10.2 18.4 44.4 49.5
1.6 10.4 8.5 8.0
13.60 24.13 375 NA

‘
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year since 1960, while consumption of
butter, ice cream, and other dairy products
has been relatively flat.

Fats and Oils

Total per capita consumption of fats and
oils was 55.6 pounds in 1980 ona fat-content
basis. On a product basis, lard, shortening,
and margarine were stable at 2.6, 18.3, and
114 pounds, respectively, while salad and
cooking oils rose to 21.6 pounds. Total fats
and oils intake has remained relatively
constant over the past 20 years, but the mix
has shifted—lard consumption is down by
two-thirds over the period, while vegetable
oils used in cooking, salad oils and dressings,
mayonnaise, and baked goods have approxi-
mately doubled in use.

Fruit and Vegetables

Fruit consumption in 1980, at 143.7
pounds per person, continued the upward
trend that began in the late sixties after a

Consumption of Selected
Sweeteners

Pounds per capita
100 ~//\
Sugar

80
60
L ]
L]
40 v
L ]
L ]
L ]
i E
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o0 ?® 5
e ® Corn Sweeteners
0 o T T 3 1
1960 1970 1980

decade of decline. Fresh fruit, which has
been increasing in popularity since the mid
1970’s, and fruit juices, which have risen
since the late 1960’s, account for most of the
increase since 1970.

Americans ate 164.5 pounds of vegetables
in 1980, not including home produce, up
slightly from 1979 levels, continuing the
gradual trend increase of the past two
decades. Wheat flour consumption held
steady at 120 pounds per person, while rice
fell slightly from the record-high 1979 level
to 9.5 pounds per person in 1980.

Sweeteners

Measured on a wet or commercial basis,
total sweetener consumption was 141.1
pounds per person in 1980, a slight decrease
from 1979 levels. Cane and beet sugar
continued to decline in importance as corn
sirups were used in more products. Since
1960, corn sweetener use has increased

Beverage Milk Consumption
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fivefold, while cane and beet sugar use has
gradually declined. The lower prices of corn
sweeteners and large cyclical swings in world
sugar production and prices have contributed
to the rise in popularity of corn sweeteners.
In addition, the introduction of high-
fructose corn sweeteners in recent years has
accelerated the displacement of cane and
beet sugars, particularly in soft drinks.

Beverages

Soft drink consumption has grown
rapidly from 13.6 gallons per person in 1960
to 37.5 gallons in 1979, the most recent year
for which data are available. Tea and cocoa
consumption were unchanged in 1980 at 0.7
and 2.6 pounds per person, respectively.
While trends in tea and cocoa have been
relatively flat over the past two decades,
Americans have been reducing coffee intake
continuously. Consumption of coffee in
1980 was 8 pounds per capita. B
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Direct Marketing of
Livestock and
Livestock Products

Pete Henderson and Hal Linstrom
(202) 447-8707

hen people think of direct farmer-to-

consumer marketing, apples, sweet
corn, tomatoes, and other fruits and
vegetables usually come to mind. But recent
surveys, completed in 22 States, indicate that
farmers also sell a significant amount of
livestock and livestock products directly to
consumers.

A 1980 study of direct marketing of live-
stock and livestock products in Texas
showed that farmers had increased returns of
$51 per cow or steerand $19 per hog for their
livestock products (cuts of meat) sold
directly to consumers when compared with
sales through conventional outlets. Farmers
benefited by saving on transportation and
selling costs (commissions or auction fees).
Livestock farmers also gained the profits
from slaughtering, processing, and retailing
their animals. Consumers who had facilities
to store meat, such as home freezers or
rented frozen food lockers, paid 10 to 12
percent less than the supermarket prices for
eight representative beef and pork cuts.

The Texas study was conducted under a
cooperative research agreement between
ERS-USDA and the Texas Agricultural
Experiment Station. Nine farmer-owned
operations that took livestock from produc-
tion through retailing were examined.
Comparable data were also obtained from
eight nonfarm operations that included only
slaughter through retail. The slaughtering
and processing operations of both types of
firms were relatively small. The farmer-
owned firms averaged weekly slaughter of 47
cattle and 24 hogs; for nonfarm operations it
was 42 cattle and 17 hogs.

Both the farm and nonfarm operations
provided custom slaughtering and process-
ing services for farmers and consumers by
killing and skinning the animal, dividing the
carcass into cuts, and wrapping, freezing, or
smoking the cuts according to the wishes of
the purchaser. Three of the farmer-owned
firms and five of the other firms rented
locker space to consumers. About23 percent
of the cattle and 33 percent of the hogs were
custom slaughtered and processed by
farmer-owned operations, and 35 percent of
the cattle and 21 percent of the hogs by the
nonfarmer-owned operations.
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Charges for custom slaughter of cattle
ranged from just the hide and byproducts to
an additional $10 per head. On average,
farmers charged $4.10 per head to slaughter
a cow or steer in addition to keeping the hide
and byproducts, and an average of 13 cents
per pound of the carcass weight for
processing. The custom slaughter charge was
about the same for the other nonfarm
operations, but these firms charged about 3
cents per pound more for processing.

The average charge per head for custom
slaughtering hogs among the farmer-owned
plants was $6.25 plus byproducts. In
contrast, the other plants’ average charge
was $9.15 per hog in addition to byproducts.
The average processing charge was 13 cents
and 17 cents per pound, carcass weights, for
the farmer-operated plants and other plants,
respectively.

This case study suggests that direct
marketing of livestock and livestock pro-
ducts can be profitable both for small and

part-time farmers and consumers who have
the resources and can take advantage of this
means of marketing. Required resources
include local slaughter-processing facilities,
extra pasture land, and frozen food storage
(home freezers or frozen food lockers). Two
directories issued by the Virginia Depart-
ment of Agriculture and Consumer Services
indicate increased interest in this type of
marketing. One directory lists 77 custom
slaughter and processing firms, and the other
directory lists 27 farmers selling lamb and
wool (and in some cases other livestock)
directly to consumers. ®
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Farmer-to-Consumer
Direct Marketing:
Seven More States

Hal Linstrom and Pete Henderson
(202) 447-8707

Nearly 21,000 farmers in seven States
sold $126 million worth of products
directly to consumers during their 1979
marketing season. This represented about
4.5 percent of all farmers in the seven States
surveyed but only 0.4 percent of the total
sales of farm products in those States. These
are some of the findings of surveys
conducted last year under the 1976 Farmer-

to-Consumer Direct Marketing Act (see -

NFR-13).

The most recent ERS survey of direct
marketing activities queried farmers in
California, Illinois, Missouri, Maine, New
Hampshire, Vermont, and Texas. Because of
the small number of farmers in some areas,
data from Maine, New Hampshire, and

Vermont were combined and labeled northern
New England.

Additional findings from the latest survey
showed that:

e The leading products in terms of dollar
sales were floral and nursery products,
livestock and poultry products, apples,
peaches, and nectarines, sweet corn, and
tomatoes. '

e Selling produce from a farm building
was the most popular method of direct
selling.

e For over 60 percent of the growers, the
nearst town to their farms had a population
of less than 10,000.

® Word-of-mouth was the most fre-
quently mentioned method of promoting
direct marketing operations. Farmers also

used local newspapers and road signs to
attract customers.

® About 60 percent of the direct-
marketing farmers had total farm sales of
less than $20,000 annually.

® Just over 60 percent were part-time
farmers with other off-farm incomes.

® The chance to receive higher prices for
their products led the list of reasons growers
gave for selling directly to consumers.

A detailed report, combining these data
with findings from the 1979 survey of nine
other states, will be available by writing:

Direct Marketing
Room 260-D, GHI Building
500 12th Street, SW
Washington, DC 20250 =

- ]
Value of Products Sold Directly to Consumers, 1980

Item Unit California Ilinois Missouri Ner?/vog:;;':nd Texas (or Z\?;?zllge)
Fruits and nuts:
Apples Dol. 993,058 4,166,142 1,076,358 4,789,171 73,972 11,098,701
Strawberries Dol. 578,045 896,501 390,366 2,131,688 23,637 4,020,237
Other berries Dol. 173,609 172,591 1,810 296,397 16,725 661,132
Peaches and nectarines Dol. 1,058,251 9,764,808 627,389 119,746 1,772,516 13,342,710
Cherries Dol. 221,795 1,083 0 6,378 0 229,256
Pears Dol. 281,794 6,618 5,697 63,887 9,808 367,804
Plums Dol. 112,242 14,342 18,386 13,215 34,015 192,200
Apricots Dol. 322,048 2,190 0 35,440 26,242 385,920
Oranges Dol. 254,361 0 0 0 344,132 598,493
Other citrus Dol. 147,510 0 0 0 89,724 237,234
Nuts Dol. 287,176 0 117,611 0 4,350,665 4,755,452
Other fruits Dol. 107,624 5,211 24,712 697 1,940 140,184
Total fruit and
nut sales Dol. 4,537,513 15,029,486 2,262,329 7,456,619 6,743,376 36,029,323
Average fruit and nut
sales per farmer Dol. 2,391 23,391 11,542 6,766 5,700 7,176
Farmers selling fruits
and nuts No. 1,898 642 196 1,102 1,183 5,021
Vegetables and melons:
Sweet corn Dol. 405,036 1,318,793 10,188 1,327,546 41,716 3,103,279
Tomatoes Dol. 388,344 881,766 93,881 640,365 225,004 2,229,360
Melons Dol. 390,542 382,601 63,981 132,329 989,753 1,959,206
Potatoes Dol. 2,143 24,556 680 1,266,186 67,896 1,361,461
Green beans Dol. 233,757 218,599 15,912 325,509 22,721 816,498
Cabbage, cauliflower, ’
broccoli, brussels
sprouts Dol. 19,806 155,754 12,047 245,429 8,207 441,243

10
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Value of Products Sold Directly to Consumers, 1980 continued

Item

Squash
Peppers
Cucumbers
Pumpkins
Sweet potatoes
Lettuce

Onions

Other

Total vegetable sales

Average vegetable
sales per farmer

Farmers selling
vegetables

Floral and nursery:
Total floral and nursery
Total floral and nursery
Average floral and
nursery sales per farmer
Farmers selling floral
and nursery

Other products:
Livestock, poultry
Processed fruit products
Dried fruits
Christmas trees and
forest products
Honey and syrups
Dairy products
Wine
Other

Total other product
sales

Average sales of
other products

Farmers selling other
products

Total direct sales
Farmers selling direct
Average sales per farmer
selling direct
Total of farmers in State
Farmers selling direct
Farmers selling direct
Percent cash receipts
derived from direct
marketing

Unit

Dol.
Dol.
Dol.
Dol.
Dol.
Dol.
Dol.
Dol.

Dol.

Dol.

No.

Dol.
Dol.

Dol.

No.

Dol.
Dol.
Dol.

Dol.
Dol.
Dol.
Dol.
Dol.

Dol.

Dol.

No.

Dol.

No.

Dol.

No.
No.
Pct.

Pct.

California

113,114
35,693
72,838

144,366

0

9.718
29,160
142,013

1,986,530
5,809
342
7,013,526
7,013,526
44,110
159
1,746,397
144,944
328,701
3,211,547
39,040
1,242,354
1,232,467
323,427
8,268,877
10,259
806

21,806,446
2,880

7,593
60,000
2,880
4.8

linois

178,491
401,177
151,253
359,392
16,911
7,572
37,600
207,839

4,342,304
14,621

297
13,312,351
13,312,351
52,001
256
8,356,722
814,025

0
1,261,233
275,762
70,849

0

60,067
10,838,658
1,595
6,791

43,522,799
7,683

5,668
105,000
7,683
7.3

Missouri

8,814
7,161
7,626
10,986
3,503
993
500
137,765

374,037
5,343

70
3,774,144
3,774,144
27,152
139
2,690,571
144,068

0

62,592
52,059
58,501

0

367,036
3,374,827
1,435
2,351

9,785,337
2,643

3,712
117,000
2,643
23

2

Northern
New England

416,415
44,283
352,572
232,561
0
629,297
112,805
573,591

6,298,888
6,596

955
7,898,270
7,898,270
6,844
1,154
6,274,051
342,284

0

900,607
2,269,940
1,235,874
0

82,205
11,104,961
4,856
2,287

32,758,738
4,003

8,938
17,500
4,003
22.9

3.7

Texas

24,207
9,011
28,857
2,003
167,748
696
5,890
113,774

1,708,477
3,417

500
3,654,381
3,654,381
8,382

436
5,031,018
748

0

80,721
321,586
74,946

0

224,412
5,733,431
2,618
2,190

17,839,665
3,577

5,004
158,000
3,677
2.2

2

Total
(or average)

742,041
497,435
613,140
749,308
188,162
648,276
185,955
1,174,982

14,710,236
6,798
2,164

35,652,672

35,652,672

16,629
2,144
24,098,759
1,446,069
328,701
5,516,700
2,958,387
2,682,524
1,232,467
1,057,147

39,320,754
2,756

14,431

125,712,985
20.786

6,150
458,500
20,786
4.5

4
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Commodity Support
Generated By School
Feeding Programs

Paul E. Nelson and James A. Zellner
(202) 447-6363

During the Great Depression, the coex-
istence of hungry children and food
surpluses generated public support of
school-sponsored lunches, which became an
official program in the late 1930’s. By 1941,
about 5 million children participated regu-
larly. Following World War 11, public
support and program growth continued, and
in FY 1980, about 27 million children
participated daily.

Over the years, the focus gradually shifted
more toward providing nutritious lunches
for low-income school children, although
market support for food surpluses remained
an important feature. However, a 1977
report by the General Accounting Office
(GAO) once again focused sharply on the
market support objective, asking how the
production of commodities used in the
school lunch program would be affected if
the program did not exist.

Responding to this GAO report, the U.S.
Senate passed Resolution 90. Section 8 of
the Resolution directed the Secretary of
Agriculture to determine the contributions
to the agriculture economy by school feeding
operations, commodity by commodity and
region by region. To provide a basis for the
Department’s initial response to Section 8 of
the Resolution, researchers from USDA’s
Economic Research Service (ERS) estimated
the support provided by public and private
school feeding operations for each commod-
ity in school year 1977/78. For most
commodities studied, the report found that
the school feeding programs resulted in
increased net sales.

This market support was computed by
comparing the amounts of each commodity
prepared for school feedings with estimated
amounts of what would be used if the
children brought their meals, ate at home, or
ate in commercial refreshment places.
Positive support represents the additional
commodity amounts that were received by
schools from purchases and donations,
which would not have been removed from
the market if there were no school feeding
operations. Negative support represents the
amount of a food or commodity in addition
to the 1977/ 78 quantity removed by schools,
which would have been removed if there had
been no such operations. The amount of
positive or negative support that each

12
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Table 1—Net Support For Specified Products

Purchases
Product and
donations
Milk/cheese group
Fluid milk 2,947,009
Ice cream, ice milk,
sherbet 225,272
Cheese?® 860,533"
Fats/sweets group
Fruit combined dishes 106,315
(Includes fruit desserts)
Table spreads and 125,477
shortening
Cooking/salad oil 10,198
Mayonnaise 8,795
Mayonnaise contained in
products
Salad dressing 17,442
Salad dressing contained
in products
Sugar (white granulated) 68,535
Sugar (brown & powered) 26,477
Jams, jellies, preserves 8,207
Bread/cereal group
Wheat flour 228,262"
Wheat breads/stuffing 161,060
Rice? 22,621
Snacks 13,442

Net support by context

! I 1

1,000 pounds

1,614,502 1,968,516 2,348,171
133,284 157,723 183,932
-1,135,643 -713,311 -266,808
85,364 90,930 96,899

2 2 2

2 2 2

4 4 4
246 564 905

4 4 4
-35 85 214
-53,524 -12,965 30,471

4 4 4
-74,287 -52,370 -28,886

2 2 2
-232,851 -128,199 -15,967
12,112 14,904 17,898
-97,843 -68,277 -36,570

commodity receives depends on how the
menu offerings of the schools compare with
what children brought in bag lunches or ate
at their homes or in refreshment places.
ERS researchers used data from two
previously conducted surveys for this
analysis. Time and budget constraints did
not permit conducting a special survey
designed specifically to respond to Senate
Resolution 90. Food Service in the Nation'’s
Schools provided national estimates of the
poundages of foods and commodities that
schools either purchased or received as
donations (not final consumption). The
1977/78 Nationwide Food Consumption
Survey (NFCS) provided individual records
of foods received by school-age respondents.
These data sources, though not designed to

answer questions like those posed by Senate
Resolution 90 should provide reasonable
estimates of commodity support generated
by the school lunch program. How these
data sources were used to determine
commodity support, computational prob-
lems, and procedures are explained in a
forthcoming ERS report.

Whenever possible, support was reported
in farm-equivalent weights. Farm-equivalent
weight is the weight of the item as sold at the
farm. For example, pork is reported as the
liveweight of hogs, and applesauce as
harvested apples. When recipes were avail-
able, prepared foods were broken down into
their ingredients and converted back to
farm-level commodities. For some foods,
such as oleomargarine and soft drinks, this
disaggregation was not possible.

National Food Review
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Table 1—Net Support For Specified Products continued

Purchases
Product and
donations
Meat/poultry/fish and
beans group
Beef prepared dishes 173,530
Ground beef 730,068
Pork 164,860
Chicken (broilers) 188,655'
Turkey 113,889'
Fish/seafoods 198,597
Eggs® 42,961"
Vegetables/fruit group
Green peas 60,823"
Apples (fresh) 181,274
Peaches 116,880'
Potatoes (white) 483,487"
Tomatoes (fresh) 278,472
Cabbage 82,456
Green beans 103,593'
Sweet corn 267,542
Prepared combined foods
Vegetable combinations 26,104
Pizza 45,289

Net support by context
| I 1

1,000 pounds

114,344 130,069 146,932
342,241 445,277 555,776
-102,025 -32,297 42,482
106,257 128,148 151,625
24,049 47,917 73,514
-136,699 -47,620 47,912
-43,176 -30,769 -17,741
55,333' 56,792’ 58,356’
-93,699 -20,646 57,699
96,893 102,203 107,898
130,880 224,559 325,023
-70,547 22,179 121,621
71,578 74,468 77,568
95,386 97,566 99,905
239,636 247,050 255,001
13,853 17,108 20,599
35,435 38,045 40,861

'These items are reported in farm-equivalent weights. All other are product weights.

2Where product was used only as an ingredient, no net support is reported.

*Where product was either directly consumed or used as an ingredient, the net support
reported is only for the portion directly consumed. The residual is reported in the commodity

table as part of the farm commodity from which it was derived.

“‘Respondent intake records were not sufficient to allocate.

Three Measures

Support was estimated for three contexts
that differed in the number of persons
assumed to eat a lunch if there were no
school feeding operations. In all contexts,
persons who received reduced-price school
lunches were treated as continuing to receive
a lunch if there were no school feeding
operations. In reality, some would eat less,
and others would have no lunch at all. This
assumption in part was offset by the
treatment of those who receive a free lunch,
who were considered to have no lunch after
the school operations ceased. In reality,
some of them also would have eaten
something, and a few would have eaten
regularly.

Under Context 1, all persons—in school or
out—who, in 1977/78, regularly ate lunch
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were assumed to continue to eat lunch if
there were no school feeding operations.
Context II made allowance for the school-
age respondents who did not eat any lunch
during 1977/78. Context III expanded the
number of noneaters to include all persons
who had received free lunches in the school-
sponsored operations, 38.8 percent of the
total lunches served in 1977/78. Reality
would most likely be somewhere between
Context II and III. If a single estimate is
selected, Context III appears to be most
relevant and will be the focus of our
presentation.

Product and Commodity Support

Table 1 presents net support for specified
products that are either ready to eat or are
ingredients in foods prepared by the schools.

For example, fluid milk is ready to drink,
while bulk flour isa component of numerous
bakery products.

Table 2, where possible, includes U.S.
domestic farm products converted to farm-
equivalent weights. The commodity table
includes not only poundages of the items
presented in the product tables, but, in
addition, the poundages disaggregated from
prepared-combined foods. Hence, to deter-
mine the commodity poundage of apples,
the poundage of fresh apples in the product
table are combined with the poundage of
apples used in cobblers, pies, applesauce,
and other dishes.

Product Support

Thirty-two of the 161 products reported in
the ERS report are presented here. These
were selected as being representative of their
product category and of interest from both
market and nutritional viewpoints.

Milk/ Cheese Group

Schools received about 2.9 billion pounds
of farm-equivalent fluid milk, primarily for
dispensing as drinks. Of the NFCS respon-
dents who received nonschool prepared
foods, 40.6 percent reported receiving milk,
compared with 89.9 percent for their school
lunch counterparts. Thus, Context III
support was a robust 2.3 billion pounds. In
contrast, the corresponding ratios for
cheese, which is a common ingredient in
sandwiches, cheeseburgers, and other foods
frequently eaten away from school, were
114 and 3.3 percent, and this resulted in
negative support of - 266.8 million pounds.
Positive support for ice cream, ice milk, and
sherberts was 183.9 million pounds.

Fats/Sweets Group

Almost all support cited for cobblers, pies
and fruit floats was for fruit products.
Positive support for fruit combined dishes,
including pies and cobblers amounted to
969 million pounds. Of course, each
component, such as apples or peaches, is
included in the commodity table’s total.

The 125.5 million pounds of table spreads
and shortening received by schools includes
both butter and margarine. We could not
estimate net suport for butter and margarine,
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because the NFCS respondents did not
distinguish between them. For similar
reasons, we could not determine net support
for salad dressing and mayonnaise used as
spreads. However, net support for salad
dressing and mayonnaise from foods con-
taining either or both was 214,000 and
905,000 pounds, respectively.

Bread/ Cereals Group

Bulk flour, of course, was not cited by
NFCS respondents as a food that they
received. Here the school’s purchase of 228.3
million pounds is- reported as such. As
described above, it was allocated among
several bakery products when computing the
net support for wheat found in table 2.
Wheat breads, including stuffings and

snacks, had negative support, ~16 million

and -36.6 million pounds, respectively.
Snacks included pretzels, corn chips, cheese

curls, and popcorn. The negative support for

breads and snacks is consistent with the

frequencies with which such products are

available in refreshment places and brown

bags. Both provide more frequent access to

sandwiches and snack items than do school

menus.

Rice in the product table includes rice that
the schools received and served as rice. It
excludes rice that was a component of a
prepared-combined food, such as a cas-
serole. The report for the commodity, of
course, includes all rice. The product rice
received net support of 17.9 million pounds;
the commodity 18.2 million pounds.

Meat/Poultry/Fish/ Beans Group

Under Context 111, beef received robust
support, ranging from 146.9 to 555.8 million
pounds, for beef prepared dishes and ground
beef. Pork support was less, 42.5 million
pounds. Differences in part are associated
with the frequency with which menu items
were available. Refreshment places provided
franks, wurst, and sausages of various kinds
more frequently than did the school menus.
In contrast, school menus offered turkey
more frequently. The frequency of presenta-
tion in part was associated with the donation
of commodities to schools by the USDA.
Positive support for chickens and turkey
amounted to 151.6 and 73.5 million pounds,
and fish and seafoods received 47.9 million
pounds positive support.

“Table 2: Farm Commodity Support Provided by the Nation’s School Feeding Programs, School Year 1977-78

Commodity
Positive
Cattle and hogs
Cattle (including calves) 404,509
Hogs
Dairy and poultry products
Chickens 115,414
Milk 864,829
Turkeys 24,127
Eggs
Fruits
Apples
Bananas
Cantaloupe 6,456
Cranberries 2,503
Grapefruit
Grapes (including raisins)
Oranges 56,771
Peaches 98,597
Pears 27,346
Pineapple 21,418
Plums (including prunes)
Strawberries 2,911
Watermelons 1,482

Net Support’

Context | Context I Context 111
Negative Positive Negative Positive Negative
1,000 Pounds
549,400 704,517
69,648 7,105 88,786
139,389 165,722
1,724,157 2,644,553
48,296 74,217
56,445 29,537 2,907
92,414 17,511 61,789
90,411 55,254 17,548
7,622 8,872
2,579 2,659
8,593 4,494 988
47,009 31,858 15,609
174,443 300,618
103,981 109,754
27,386 31,709
24,607 27,921
255 1,786 3,975
3,367 3,856
2,245 3,063
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Table 2: Farm Commodity Support Provided by the Nation’s School Feeding Programs, School Year 1977-78 continued

Commodity

Grains and oil seeds
Barley
Corn
Oats
Peanuts
Rice
Rye
Soybean products?
Wheat

Vegetables
Beets
Broccoli
Cabbage
Carrots
Cauliflower
Celery
Corn (sweet)
Cucumbers

Dry edible beans all kinds

Egg plant
Green beans—snap
Green peas

Green sweet peppers

Hot peppers
Lettuce

Lima beans
Mushrooms
Okra

Olives

Onions
Pimiento
Pumpkin
Radishes
Spinach
Squash

Sweet potatoes
Tomatoes
Turnips

Wax (yellow) beans
White potatoes

‘The term “net" implies quantities which have been removed from the market if there had been
no school feeding programs in school year 1977-78. See text for a discussion of the three
contexts under which data are reported. All poundages reported for the commodity in theformiit
customarily leaves the farm. For example, the poundages for meat are in live weight animal

Positive

241
24,770

12,358

10,121

8,227
7,938
73,514
32,301

12,307
239,636

9,419
27
95,340
56,624

1,689
3,225

118

1,331
14,374
535
17,607

23,689
14,230
161
2,493
130,064

Negative

463
193,314

41,290

31,464

853

8,736

12,933
29,387
1,524

8,816
70,727

8,627

Net Support’
Context Il

Positive Negative

1,000 Pounds

277
28,265

193

127,056

15,179

29,668

10,349
96,711

8,430
8,305
76,727
39,855

16,396
247,050

18,299
27
97,534
58,234
1,739
5518

184

158

2,253

7,164
4,005
978

6,258

38,405

1,344
14,907

783
18,031

25,267
118,356
3,841
2,609
224,588

5,671

Context 1l

Positive

301
32,011
151

18,239

10,594
209,509

8,647
8,699
80,083
47,883
587
20,156
255,001
4,700
27,823
27
99,887
59,949

1,792
23,215
5,850

256

1,357
15,479
1,049
18,486

26,960
229,598
7,799
2,732
325,958

Negative

55,996

17,204

978

393

3,515
3,757

2,501

equivalents, that is beef is reported in terms of cattle weight; and pork, in live hog weight, etc.

?TVP and cream substitutes contain a high proportion of soybean derivitives. In this case, the
net support is the net support poundage for the products, not the farm equivalent soybean
weight. These figures exclude soybean salad and cooking oil.
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Vegetable/ Fruit Group

Under Context III most fruits and
vegetables received positive support, ranging
from 27,000 to 326 million pounds. White
potatoes and sweet corn particularly bene-
fited, with support of 325 and 255 million
pounds. Tomatoes were third with 121.6
million pounds. Total support for all fruits
amounted to 533 million pounds, and for all
vegetables to 1.3 billion pounds.

Prepared-Combined Foods

Vegetable combinations and pizza are
included in table | as representative of two
kinds of prepared-combined foods received
by the schools. The former had 20.6 and the
latter 40.9 million pounds of support. Such
foods were disaggregated into their various
ingredients to provide figures for the
commodity table.

Commodity Support

Net support at farm level tells farmers how
much support for their products was due to
meals furnished by schools.

In terms of liveweight equivalents, farmers
sold 704.5 million more pounds of cattle
than they would have sold without school
feeding operations. For hogs, the corres-
ponding figure amounted to 88.8 million
pounds.

Dairy/Poultry Products

Turkeys, chickens, and milk received
positive support, ranging from 74.2 to 2,645
million pounds. Chickens received 165.7
million pounds. The milk figure was not
much greater than the fluid-milk-product
figure in table I, because it is the algebraic
sum of fluid milk plus the milk content of
cheese and various prepared-combined
foods. Cheese had negative support, and
many dishes that included cheese were also
negative, somewhat offsetting the contribu-
tion of milk used in prepared combined
foods.

Fruit

Oranges, peaches, pears, and pineapples
received the greatest support, amounting to
300.6, 109.8, 31.7, and 27.9 million pounds,
respectively. Bananas, grapefruit, and grapes
(including raisins) received negative support.

16

Grains/ Oilseeds

The highest support under Context IIIfor
grains was received by wheat, 209.5 million
pounds. Corn received support of 32 million
pounds, and rice 18.2. Peanuts and rye
received negative support of about -56 and
-17.2 million pounds. The negative support
for peanuts may be due to the higher
prevalence of peanut butter sandwiches in
brown bag lunches. Negative rye support
probably stems from higher incidence of rye
bread consumption in homes, refreshment
places, and brown bag lunches.

Summary

In 1977/78, under Context III, a greater
commodity tonnage was removed from the
market than would have been without the
school feeding operations. The food prefer-
ences of school-aged persons and the
frequency with which particular products
were offered affected the amount of positive
or negative support that a particular
commodity received. Because these data
were for amounts removed from the market
rather than amounts consumed, no direct
nutritional conclusions may be drawn.
However, the extent of the support both in
terms of tonnages and numbers of fruits and
vegetables suggests that school feeding
provides a broader selection than otherwise
would be consistently available. ®
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Where are Foods,
Beverages, and
Groceries Purchased?

Anthony E. Gallo
(202) 447-8707

n recent years, over 270,000 retailers of all

kinds—ranging from department stores to
service stations—have been selling food and
groceries, and over 333,000 places have been
serving prepared food. But the Nation’s
170,000 grocery stores and 240,000 restau-
rants are still the major distribution centers
for the approximately 300 billion pounds of
food consumed by Americans in 1980.

Although the poundage of food consumed
per person has only declined slightly over the
last 70 years, where food is purchased has
shown some marked changes. More of the
food dollar is spent eating away from home,
and a larger portion of away-from-home
sales are taking place in fast food places.

Within the food-at-home market, major
changes have also taken place. In 1950, only
$1 out of every $4 spent on groceries was
taken by supermarkets (stores with more
than 20 employees); by 1980 this had risen to
$3 out of every $4. While the bulk of these
sales are for food and beverages (excluding
alcohol), supermarket retailers appear to be
allocating more shelf space to nonfood
groceries, such as beer and wine, health and
beauty aids, tobacco products, soaps,
detergents, paper-foil products, and cleaners.
In addition, supermarkets also offer a wide
range of “nongrocery”items from motor oils
to clothing.

Food and Beverages Away from Home
Food: Eating places account for about 90
percent of meals and alcoholic drinks
consumed away from home. But, the portion
consumed in restaurants, lunchrooms, and
cafeterias declined sharply between 1963 and
1977, while refreshment places that offer a
limited menu—mainly fast food outlets—
nearly tripled their portion. Roughly $2 out
of every $3 spent on food eaten out in 1963
was spent in traditional restaurants; by 1977
traditional restaurants were getting less than
half of the food-away-from-home dollar.
Refreshment places accounted for less than
an eighth of food-away-from-home ex pendi-
tures in 1963. By 1977, $1 out of every $3
spent eating out went into refreshment
places.

During that same period, drinking places’
(establishments which serve mostly alcoholic
drinks) share of food served fell from nearly
4 percent toabout 1.5 percent, as the number
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Food, Beverages, and Groceries as a Portion

of All Retail Sales, Selected Years

Percent
0 3 6
Groceries,
Other Foods
Meals and
Snacks ;
Y2224
Alcoholic
Drinks s
Packaged R
Alcoholic
Beverages s
Tobacco
Products
Drugs, Health and
i i s

Source: Census of Retail Trade

9 12 15 18 21

of such establishments dropped sharply. The
closing of lunch counters in drug stores
resulted in their drop fromabout 3 percent of
all food and beverages consumed daily from
home to 0.5 percent. Vending machines
accounted for about 3.5 percent of food
away from home in 1977, slightly higher than
the amount eaten at lunch counters in
general merchandise stores.

Alcoholic Drinks: Because the number of
drinking places has dropped by about 12
percent since 1963, their share of alcoholic
drinks declined from 72 percent to 55 percent
in 1977. But, restaurants and lunchrooms,
whose share of expenditures on meals has
dropped sharply, showed a significant
increase. In 1963, these restaurants only
accounted for a fourth of all consumer
expenditures for alcoholic drinks. By 1977,
they accounted for $3 out of every $7 spent
on alcoholic drinks.

Fall 1981

‘Food and Beverages at Home

Food: According to the 1977 Census of
Retail Trade, food stores (grocery stores and
specialty shops) still account for $95 out of
every $100 spent on food at home. A grocery
store is an establishment that sells a variety
of canned and frozen foods, dry groceries,
and nonfood items, and at least half of all its
sales are of food. Grocery stores’ share of
total food sales increased at the expense of
specialty shops. In 1963, meat and fish shops
accounted for $3 out of every $100 spent on
food; by 1977 this had fallen to $2.40. Retail
bakeries’ share fell from over2 percent to0.5
percent, while candy and dairy stores also
showed a significant drop.

General merchandise stores, maily depart-
ment stores, account for the bulk of the
remaining 5 percent of food purchased.
Drug stores, gasoline service stations, and
vending machines each account for only
about 0.5 percent.

Alcoholic Beverages (packaged): While the
Nation’s liquor stores account for $2 out of
every $3 spent on packaged alcoholic
beverages, grocery stores in 1977 accounted
for about a fourth of the sales of wine, beer,
and other items containing alcohol forhome
consumption. According to Census data,
consumers spent a smaller portion of their
total personal expenditures on packaged
alcoholic beverages in 1977 than in 1967.
During the same period, grocery stores
increased their share of this market from
13.5 percent to 23 percent, while liquor
stores’ share dropped from over 76 percent
to 68 percent. Changes in State laws toallow
sales of beer and wine in grocery stores may
account for a significant part of the change.
In 1972, about 48,000 food stores sold
packaged alcoholic beverages; by 1977 over
61,000 did. The number of liquor stores rose
about 4 percent to 35,000.

Drug stores have accounted for 4 percent
of packaged alcoholic beverage sales since
1963, while eating and drinking places have
accounted for about 3 percent.

Nonfood Grocery Sales

The 1977 Census indicates that packaged
alcoholic beverages, tobacco products, and
household and beauty aids each accounted
for about 2.5 percent of grocery store sales.
About $1 out of every $50 spent in grocery
stores was allocated to soaps, detergents,
and cleaners—slightly above what was
allocated to paper products. Only 1 percent
of food store sales went toward pet food. All
other items—which include general mer-
chandise products—accounted for only 3
percent of sales.
Tobacco: Cigars, cigarettes, and tobacco
declined from about 2 percent of all
consumer purchases in 1963 to about 1
percent in 1977, perhaps reflecting health
concerns. Grocery stores had accounted for
about half of all sales of these products in
1963 but only about 40 percent in 1977.
Vending machines also dropped sharply,
falling from 18 percent in 1972 to 11.5
percent in 1977. Drug stores accounted for
about a sixth of tobacco product sales, while
gasoline service stations accounted forabout
a tenth. General merchandise stores’ share
rose from about 3.5 percent in 1963 to 7
percent in 1977.
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Comparison of Four Estimates of Food and Nonfood Components of

Grocery Store Sales

Census of Chain Store Supermarket-

Retail Age
Trade
(1977) (1980)

(percent of store sales)

Food 84.9 75.3
Nonfood items 15.1 24.7
Packaged
alcoholic beverages 2.5 3.1
Tobacco products 2.4 4.4
Drugs, health & beauty 2.6 5.2
aids
Paper products 1.7 2.7
Soaps, detergents & 2.0 3.2
cleaners
All other 1.0 2.2
Pet foods 2.9 3.9
100.0 100.0

ERS

ing Business Study

(1979) (1976)

Food Stamp Nonfood

Users Stamp Users

72.8 79.8 73.9
27.2 20.2 26.1
5.1 2.4 3.3
3.4 3.2 6.0
4.3 2.3 2.2
3.4 1.6 2.1
2.8 2.5 A 2.9
1.6 1.9 2.7
6.6 6.3 6.9
100.0 100.0 100.0

Establishments Selling Food,
Beverages, and Groceries

1967 1972 1977
Product (thousands)
Groceries & other foods 262 255 271
Packaged alcoholic
beverages 163 114 136
Tobacco products 249 224 231
Alcoholic drinks 127 131 139

Source: Censuses of Retail Trade: 1967, 1972, 1977.
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Health, beauty aids, and drugs: Accordingto
the 1977 Census of Retail Trade, food stores
accounted for only a fourth of health and
beauty aid (HBA) sales. Thirty-six percent of
HBA sales are made in drug stores, while
general merchandise stores account for
about 31 percent of sales. Included in HBA
sales are some of the more expensive
perfumes and toiletries, which are mostly
purchased in department stores.

While drug stores accounted for about 85
percent of 1977 drug sales, grocery stores’
portion amounted to 7 percent.

Paper products; pet food; and soaps,
detergents, and cleaners: Almost all sales of
pet foods; paper products; and soaps,
detergents, and cleaners take place in the
grocery store. About 90 percent of paper-foil
products—items ranging from wax paper
and aluminum foil to facial tissue—are sold

in grocery stores. While pet shops and other
retail establishments sell pet food, between
90 and 95 percent of commercially produced
pet food is sold in grocery stores, according
to Census and trade data. Food stores have
traditionally been the largest retail suppliers
of soaps, detergents, and cleaners, account-
ing for about 90 percent of sales.

Food Versus Other Groceries

The 1977 Census of Retail Trade indicates
that about 85 percent of food stores sales
were for food products. Moreover, the
Census indicates that the breakdown be-
tween food and nonfood items infood stores
remained unchanged for the 1963, 1967, and
1972 Censuses.

Census data are the largest and most
comprehensive source of these estimates.
The questionnaires are filled out by the
retailers themselves and cover approxi-
mately 80 percent of sales. Although these
questionnaires require information on the
breakdown of sales by category, most retail
grocers do not maintain separate records of
food and nonfood sales. Rather, retailers
maintain records by major store depart-
ments. Such nonfood items as paper
products, cleaners and detergents, pet
foods, tobacco, and alcoholic beverages are
traditionally considered part of the “dry
groceries” department and may be included
in many grocers’ estimates of food sales.
Consequently, the data supplied to-Census
from food retailers may not reflect the
food/ nonfood breakdown as defined in this
article.

Other Government and trade surveys
estimate that a smaller portion of grocery
store sales are for food. Estimates from two
trade publications indicate the ratio to be
about three-fourths food to one-fourth
nonfood. A 1976 ERS study of eight
supermarkets also showed an approximate
breakdown of 75 percent food and 25
percent nonfood purchases.

ERS consultations with retail food
industry executives and analysts showed a
wide diversity of estimates on the food/ non-
food mix. There appeared to be a consensus
that the shift in recent years was toward
more nonfood sales, but there was no
agreement on its magnitude. While industry
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Portion Of Food, Drink And Other Grocery Sales Accounted For By Type Of Retail Outlet

Food

Retail Establishment

1963 1967 1972

Food stores 93.6 94.5
Grocery stores 859 87.7
Meat and fish 30 26
Fruits and vegetables 06 05
Candy, nut, and 06 05

confectionery
Retail bakeries 21 20
Dairy store - -
Other - 0.2

Eating and drinking places 0.7 04
Eating places 0.7 04
Restaurants and luncheons 0.4 0.2
Cafeterias - -
Refreshment places 02 0.1
Other eating places - 0.1
Drinking places - -

Liquor stores 0.3 04

General merchandise stores 20 22

Drug stores 03 04

Gas stations 0.2 02

Merchandise machineoperators 0.9 0.9

Mail order houses 01 01

All other 09 09

Total 100 100

'Figures may not total 100 due to rounding.
Source: Census of Retail Trade.

Meals and Snacks

1977 1963 1967 1972 1977
Percent of Sales
95.4 95.1 10 09 11 09 13.5
88.5 88.8 0.6 05 - - 13.4
28 2.8 - - - - -
0.6 0.6 - - - - -
NA 0.3 0.1 01 - - -
NA 1.5 0.1 0.2 - - -
1.0 07 0.1 - - - -
- 06 - - - - -
0.1 0.1 91.3 90.0 89.8 91.6 4.3
- - 87.6 87.3 87.4 89.9 1.1
- - 63.1 61.5 46.7 44.2 0.9
- - 64 78 51 3.2 -
- - 13.4 180 27.5 347 0.1
- - - - 81 78 -
- - 37 27 24 1.6 3.2
03 04 02 01 0.1 0.1 76.4
20 28 32 36 31 32 1.2
0.3 0.5 27 20 141 0.6 3.9
02 0.5 05 05 05 0.5 0.2
0.7 0.5 08 25 34 35 0.2
02 0.2 - - - - -
0.8 04 - 0.4 - - -
100 100 100 100 100 100 100

1963 1967 1972 1977

Packaged
Alcoholic Beverages

Tobacco Products

1963 1967 1972 1977

14.6 17.1 229 481 48.8 42.7 417
145 17.0 226 47.5 483 422 411
- - 0.1 - - 0.1 -
- - - 0.1 - - -
- - - 03 03 - -

- 01 02 0.1 - 02 04
- - 0.1 - 02 01 04
32 23 27 42 38 25 20
0.8 - 1.0 32 27 16 14
0.7 - 0.7 20 18 6.7 07
- - - 02 02 01 0.1
0.1 - 0.2 07 07 05 05
- - - - 11 02 0.1
2.4 - 1.7 1.1 - 09 06
76.2 748 67.8 26 25 35 39

1.1 12 13 33 38 42 70

43 41 40 16.6 164 16.6 17.6
0.2 - 1.1 29 38 65 106
- - - 17.3 153 17.8 11.4
- - - 01 01 01 03
- - - 49 55 61 55
100 100 100 100 100 100 100

analysts generally agree with the 75/ 25 ratio,
estimates from several stores located in
States where it is necessary to keep separate
records for tax-exempt food sales showed
that 15 to 20 percent of sales were for
nonfood items. W
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Foreign Investment
In U.S. Food
Manufacturing

.S. food-manufacturing affiliates of

foreign corporations accounted for
about $20 billion in food and beverage sales,
or 5 percent of the total in 1979. By mid-
1981, 30 foreign investors had U.S. food-
manufacturing operations with sales exceed-
ing $100 million each. Of the 119 world’s
largest non-U.S. food firms, over one-fourth
have food-manufacturing investments of
this size in the United States.

Large, diversified, publicly owned foreign
firms are the most likely to engage in foreign
direct investment (FDI), especially those
with experience marketing highly advertised
food products in a home country where
advertising is intense. The competitiveness
of the home and host country markets also

affects FDI. For British and Canadian food
firms, home markets dominated by a few
firms encourage FDI, while high U.S.
concentration discourages FDI.

Finally, similar socialand cultural charac-
teristics and levels of economic development
between home and host countries stimulate
FDI. Once foreign food firms have invested
in the United States, their success largely
depends on having a large market share,
large size, and access to sophisticated
manufacturing techniques, all factors that
make it difficult for other firms to enter the
industry.

The Largest Non-U.S. Food Firms
Determining the amount of foreign

Table 1:The Largest Foreign Investments in the U.S. Food and Tobacco Manufacturing Firms, 1978

Foreign Investor Country
B.A.T. Industries?® UK
Unilever U.K./Nether-

lands
Seagram Canada
Nestle Alimentana Switzerland
George Weston Canada/U.K.
C.IL.P. Luxembourg
Henkel W. Germany
Hanson Trust U.K.

Investment

Brown and Williamson Tobacco
Kohls Stores
(Other retailing and paper)

Lever Brothers

Thomas J. Lipton

National Starch and Chemical
(pending)

Lawry’'s Foods, Inc. (pending)

Jos. E. Seagram

Nestle, Inc.
Libby, McNeill & Libby
Stouffer

National Tea

Peter J. Schmitt

Interbake

Ruperts Certi-Fresh Foods

A. E. Staley?
Clorox
Hygrade Foods

Am. Farm Products
Interstate United

Propor- us. US

‘on sales assets
owned

Percent Million dollars
100 3,500 2,250
100 861 365
100 671 365
100 419 299
100 100 70
100 1,887 —
100 1,300 —
100 250 —
100 200 —
74 900 150
87 350 —_
100 60 —
82 50 —
9 1,214 583
19 1,100 350
100 1,016 —
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R )
Table 1:The Largest Foreign Investments in the U.S. Food and Tobacco Manufacturing Firms, 1978' continued

Propor-
. - us. UsS

Foreign Investor Country Investment tion sales assets

owned
Percent Million dollars
Akzo Netherlands Akzona 66 869 704
Beecham Group U.K. Beecham, Inc. 100 415 395
Calgon
Rhone-Poulenc France Morton-Norwich 19 657 434
Northern Foods U.K. Bluebird 100 606 —
Allied Breweries* U.K. TFI Cos. 48 200 67
DCA Food Ind. 80
Baskin-Robbins 100 381 —
Sandoz Switzerland Sandoz US 100 538 —
United Biscuits U.K. Keebler Crackers 100 437 176
Imasco® Canada Hardee's Food Systems 39 259 110
Progresso Foods 100 50 —
Pop Shoppes 49 7 —
COPERSUCAR Coop Brazil Hills Bros. Coffee 100 275 —
Reckitt & Colman U.K. Reckitt & Colman 100 220 —
R. T. French
Cadbury Schweppes U.K. Cadbury Schweppes 100 200 —
Peter Paul Candy (pending)
Hiram Walker-

Gooderham & Worts Canada Hiram Walker 100 200 100
Dalgety U.K. Dalgety 100 180 —
Distillers Co. U.K. Distillers Inc. 100 150 38
Douwe Egberts® Netherlands Superior Tea and Coffee 1002 150 —
Brooke Bond Liebig U.K. Brooke Bond Foods 100 130 25
Triad Holding Saudi Arabia AZL Resources 15 110 137

Total sales 19,1427

‘Includes all known investments of 5 percent ownership of more and with at least $100 million
in sales in 1978. Food retailers are excluded even though many are vertically integrated into food
manufacturing. See Seigel and Handy article in NFR-13.

20ther information indicates owner is J. G. Lambert Leon of the Lambert family of Belgium
Equity owned may be much higher now.

3In 1978, B.A.T. paid $141 million for the non-U.S. production and distribution rights to all of
Lorrillard's tobacco products.

“Allied recently purchased these U.S. assets as part of its 1978 acquisition of J. Lyons, a U.K.
firm with $1,438 million in worldwide sales.

simasco is minority-owned but possibly controlied by B.A.T. Industries.

sDouwe Egberts is 65 percent-owned by Consolidated Foods of the U.S.,but CFmay not have
management control.

’Some sales estimated. Total sales is slightly overestimated because of nonfood sales of some
U.S. affiliates.

— = Not available.

Sources: Jaffe (1979) and recent data compiled by the author.
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Table 2—Large U.S. Acquisitions by Foreign-Owned Food and Tobacco Manufacturing Companies, Publically Announced

1979-81

Acquiring Company

Grand Metropolitan

Hiram Walker

Unilever

Hanson Trust
Hanson Trust
Suntory

Pernod Ricard

Beecham Group
BSN-Gervais Danone
Northern Foods
Unilever

Cadbury Schwepps
Rhone-Poulenc
United Biscuits
Hiram Walker

Nestle

George Weston
Imperial Group

Nichiro Gyogyo

Country

U.K

Canada

U.K.

U.K.
U.K.
Japan

France

U.K.
France
U.K.
U.K.
U.K.
France
U.K.
Canada

Switzerland

Canada
U.K.

Japan

Acquired Company

Ligget Group
Intercontinental Hotels

Davis Oil Co. (part)

National Starch

McDonough Co.
Barber Oil
PepCom Industries

Austin Nichols div.
Liggett Group

Jovan

Dannon, sub. of Beatrice
Bluebird

Lawry’s Foods

Peter Paul
Morton-Norwich
Specialty Brands
Bacardi

Beech-Nut div.
Warner Lambert

Strockmann Bros.
Bayshore Foods

Peter Pan

Source: Compiled by the author from business publications and data furnished by the Office
of Foreign Investment in the United States, International Trade Administration, U.S. Department

of Commerce.

Products

tobacco,
hotels,

liquor, pet
foods
petroleum

wet corn
milling

shoes, tools
oil tankers
soft drinks

wine

perfume
yogurt
canned hams
snacks

candy

salt

misc. foods
rum

baby food

baking
fishing

seafood

Amount Pd.
Million dol.

1,070

600

485

180
148
100

98

85
85
72
66
58
52
50
45

35-40

32
25

25

“
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ownership in U.S. manufacturing companies
is usually difficult. When foreign ownership
reaches 5 percent or more in any U.S.
company, owners are required to file
statements to the Securities and Exchange
Commission (SEC). Once ownership reaches
10 percent, the Commerce Department
classifies a U.S. company as foreign-owned.
However, once a U.S. company becomes a
wholly owned subsidiary of a foreign
investor, it is no longer required to release
financial information to the public.

Table 1 presents the results of a thorough
search of trade publications and other
sources by USDA economists. Out of the
125 largest foreign investors in the United
States in 1978 (measured by U.S. sales), at

least 25 had subsidiaries in the U.S. food
manufacturing sector with sales of $100
million or more. The total U.S. revenues of
their affiliates approached $20 billion in
1978. Seven foreign firms—B.A.T. Indus-
tries, Unilever, Seagram, Nestle, C.I.P.,
Henkel, and Hanson Trust—each had
manufacturing affiliates with sales of $1
billion or more.

While most of the affiliates were majority
owned, A.E. Staley, Clorox, and a few
others were minority owned. Table 1
excludes firms whose U.S. affiliates were
primarily food retailers, even though some
of these also owned food-manufacturing
plants (see article by Seigle and Handy,
NFR-13). West European and Canadian

Table 3—Measures of U.S. Participation by the 122 Largest Non-U.S. Food and

Tobacco Processing Firms, 1974

Companies
Estimated 1975 Total Market
Country Sales in the Shares, 4-digit
With Some With None us. SIC basis?
Number Million dollars Percentage points

United Kingdom' 14 19 2,818 45.7
Switzerland 2 2 1,346 11.3
Canada 6 1 930 22.3
Netherlands’ 2 7 685 24.6
Japan 5 24 55 4.2
France 2 9 15 0.2
Other developed?® 2 31 101 5.9
Less developed* 1 5 259 4.4
Total 34 88 6,209 118.6

'Unilever is categorized as a U.K. firm.

2The sum of all 4-digit SIC industry market shares in all industries in which the firms have

sales.

3Norway, Sweden, Finland, Belgium, Denmark, West Germany, Italy, Spain, and Australia.

‘Israel, South Africa, and Brazil.

Source Compiled by the author.
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investors are the most prominent members
of the list, but there -is one Brazilian
cooperative and one Saudi firm. Recently,
two Japanese firms have purchased U.S.
food firms.

Table 2 brings the 1978 data in table 1 up
to date. The 2% years since the beginning of
1979 were very active ones for foreign
investment by large foreign firms, which
spent over $3.3 billion on new U.S.
investments. Some of their investments were
in the nonfood area, but a major portion
were food-manufacturing investments. Ex-
cept for purchases by two Japanese
companies, the investors were companies or
countries that had invested in U.S. firms in
the past.

Another approach that can reveal much
about the causes of FDI in particular
markets is to collect detailed data on the
globa operations of the major foreign food
firms, their investment histories, and their
home-market environments. Collecting glo-
bal data is even more difficult than looking
only at U.S. operations because of interna-
tional differences in languages, accounting
practices, and industrial classifications. For
the following analysis, we identified virtually
all non-U.S. food and tobacco processing
firms with global sales exceeding $350
million in 1974 or 1975. Also, large
diversified firms with food or tobacco as a
major line of business are included if that
segment totaled at least $100 million.
Foreign subsidiaries of U.S.-based corpora-
tions were excluded, as were a few foreign-
government-owned food or tobacco monop-
olies.

In 1975,7122 foreign food firms (FFFs)
met these criteria. By comparison, there were
slightly over 100 U.S.-based companies that
met this size standard in 1975. The
distribution of these FFFsaccording to their
headquarter country is shown in table 3. Of
those 122 FFFs, 34 ownat least 10 percent of
a U.S. subsidiary in the food or tobacco
processing sector.

Characteristics of Foreign Food Firms
The 122 FFFs display all the usual

characteristics of multinational corpora-

tions and are potentially powerful firms.
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Their size, diversity, product portfolio, and
the structures of their home markets all
suggest relatively profitable market posi-
tions. They are on average quite large ($1.2
billion in sales) and fairly profitable (9.3
percent return on equity). They tend to be
highly diversified and have complex corpo-
rate structures to handle their dispersed
operations. (The FFFs that are not con-
glomerates include a few specialized beer
and sugar firms, some dairy cooperatives,
and State-owned cigarette or alcohol
monopolies.)

Foreign food firms typically operate in
highly concentrated industries in their home
countries. Market sales concentration (the
sum of the market shares of the leading
firms) is especially high in industries
producing more differentiated or nonstan-
dardized products(biscuits, candy, alcoholic
beverages, and tobacco). On average, for the
68 FFFs for which data were available, the
four largest firms in each country had 73
percent of the industry’s sales (see table 4 for
method of computation). This average is 35
percent higher than the comparable average
concentration for U.S. food and tobacco
industries in 1972 (adjusted for geographic
size of markets).

The average home market share of these
FFFs was 35 percent. Such high market
shares are known from other studies to
generate market power—the ability of firms
to set prices or control the supply of
products. High market shares coupled with
highly concentrated home industries also
imply that growth-oriented companies will
have a difficult time expanding their sales in
their domestic markets because of the
opposition of other large firms. Therefore,
these foreign food firms are more likely to
seek large markets like the United States in
order to grow.

Products Sold by Foreign Food Firms
in the U.S.

A special study commissioned by the
Department of Commerce in 1974 found
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that foreign food-processing firms generally
marketed branded, heavily advertised, and
highly processed foods, such as cookies,
candy, sauces, tea, coffee, and alcoholic
beverages. FFFs have relatively low levels of
penetration into U.S. markets for more
commodity-type, slightly advertised foods,
such as fruits, vegetables, flour, bread, and
dairy products.

Further support for the idea that FFFs
market highly differentiated consumer pro-
ducts comes from an analysis of their 1975
media advertising expenditures. These data
reveal that their food and tobacco advertis-
ing accounted for at least 11 percent of all
U.S. media advertising. Because FFF
affiliates account for only 4 percent of net
U.S. sales of processed foods and tobacco,
that implies that their advertising-to-sales

ratios (an indicator of product differentia-
tion) are on average over double that of all
other domestic food firms.

Why Do Foreign Investments Cccur?

Two statistical analyses of the 120 largest
non-U.S. food firms were performed to find
which economic factors might influence
their foreign investment in the United States.
The analyses attempted to explain: (1) the
level of FDI by these firms (ratios of their
U.S. sales to their total world sales) and (2)
the U.S. market penetration by these FFFs
(using their U.S. market shares).

There are several alternate economic
theories of the motives for FDI. This model
focused on three groups of factors thought to
affect foreign investment in the long run:

® The “closeness” of the home-country
society or economy to that of the United

Table 4—Weighted Average Home-Country Concentration and Market Share Ratios
for the Largest Non-U.S. Food and Tobacco Manufacturing Firms, Early 1970s

Weighted four-firm sales

concentration ratio?

Home country Observations

of company
Number

Canada 7
United Kingdom 23
Japan 11
Netherlands 6
France 9
West Germany 5
Other Europe 7

Total 68

Weighted market share?

Average Observations Average
Percent Number Percent
80.6 2 34.0
67.0 18 23.0
94.0 9 36.7
67.4 5 31.2
67.3 8 43.3
39.6 4 14.6
84.8 10 | 48.7
72.7 56 34.6

'Concentration ratios for food and tobacco manufacturing from the latest censuses; firm
weights are product-line sales of firms; country average is simple average of firms.

*Market shares for food and tobacco manufacturing are at varying levels of market definitions,
but usually 4- or 5-digit SIC; weights are product-line sales of firm; average is simple average

across firms.

Source: Compiled by the author.
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Table 5—Estimated U.S. Market Shares of Foreign-Owned Food and Tobacco Manufacturing Companies, 1974

Product

Poultry

Ice cream by the cone

Canned vegetables

Dehydrated fruits and

veg., esp. soups
Mustard

Sauces

Dressings

Frozen entrees
Wet corn products
Crackers & cookies
Chocolate candy

Beer

Liquor

Coffee

Tea

Margarine
Sweetening Syrups
Gelatine

Wine

Fish

Cigarettes

Companies/Subsidiaries

Imperial Group/Pillsbury Farms, J & M
Unilever/Good Humor; J. Lyons/Baskin-Robbins
Nestle/Libby

Unilever/Lipton; Reckitt & Colman/ R.T. French;
Nestle/Maggi

Reckitt & Colman/R.T. French

Rickitt & Colman/R. T. French; Imperial Group/
Lea & Perrins; Kikkoman Shoyu

Unilever/Wishbone
Nestle/Stouffer & Findus
Unilevel/National Starch
United Biscuit/Keebler; Weston
Nestle; Cadbury Schweppes

Rupert Group/Carling; Tuborg; Kirin/ Molson/Ranier;
Oetker Group/ Prinz Brau

Seagrams/Hiram Walker; Distillers; Scotish &
Newcastle

Nestle; J. Lyons/Beech Nut; Brooke Bond

Unilever/Lipton; Nestle; J. Lyons/Tetley; Brooke
Bond/Salada Foods

Unilever/Imperial, Promise, Autumn
Unilever/Mrs. Butterworths; Tate & Lyle
Unilever/Knox

Cadbury Schweppes; Seagrams/Masson; Reckitt &
Colman/Widmirs; Hiram Walker/Wildman

BAT Ind./Vita Foods; Canadian National; lcelandic

BAT Ind./Brown & Williamson

Sources: Department of Commerce (1976: Vol. 3) and trade sources.

Estimated
Market Share

Percent

80-90

about 50

several
leading brands

over 20
3-5
5-10

18-21

16-23

25-35

16-10

75-85

9
14-16
leading brand
3-5
“significant
regional shares”

17-20

Fall 1981

25



Perspectives

States. Proximity was measured by per
capita income and per capita advertising
expenditures, both of which are very high in
the United States.

® The type of market structure in the
home country and in the United States. We
were particularly interested in whether
features like sales concentration or advertis-
ing intensity push or pull foreign firms to the
U.S. market.

e The internal organization of the FFF—
its firm size, product diversity, profitability,
and legal form.

The results of the statistical test indicated
that no single factor can be identified as the
cause of foreign investment in the United
States. Rather, there are many forces or
motives impelling foreign food firms to
become multinational.

A major finding of the study was that both
firm organization and market structures are
key determinants of FDI in the U.S. food
and tobacco manufacturing industries.
Large diversified foreign firms, publicly
owned, marketing highly advertised pro-
ducts, originating from countries with high
per capita advertising are the most prone to
invest in the United States. Some degree of
international socioeconomic closeness ap-
pears to strengthen the influence of home-
country market structures on FDI. Because
it contradicts some widely held beliefs, it is
also interesting to note the factors found to
be unimportant: the size of the U.S. market,
U.S. tariff barriers, firm profitability, and
firm growth.

Most of the same factors that influence
FDI also influence the relative success of
FFFs in establishing and maintaining U.S.
market shares. Firm sales diversification was
not important, but high home-market shares,
experience with multiplant operations, high
host-country barriers due to the large-scale
production required for profitability, and a
history of acquisitions in the United States
all have a positive impact on market
penetration.

Conclusions
Further large-scale entry by foreign food
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firms in the U.S. food and tobacco
manufacturing sector seems like a safe
prediction. The amount of their investments
is likely to continue to outweigh foreign
investments by U.S. food firms for several
more years. Given the characteristics of their
home markets, Japanese, West German,
French, and Scandinavian food firmsappear
to be underrepresented in the present mix of
investors. Moreover, if the trend in the
United States toward higher levels of
concentration, advertising, and profitability
continues, it will attract more foreign firms
anxious to increase their sales and profits in
U.S. markets, which are viewed as safer and
less regulated than markets in their home
countries.

Is investment by foreign firms in U.S. food
and tobacco industries desirable? The
United States has traditionally espoused a
“neutral” attitude toward FDI (see NFR-
15). In part, this policy stance has evolved
because of the presumed analogy between
the mutual benefits to countries of free
international trade and the movement of
materials, technologies, and skills among
nations within firms. Furthermore, the entry
of additional sellers into a market has
generally been held to improve industry
price or profit performance by making firms
more competitive. While that is probably
correct in the short run, the longer run result
of entry by multinational corporations may
reduce competitive performance.

Studies by Caves, Bergsten, and Pagoulatos
and Sorenson have examined how foreign
economic factors may influence industrial
performance. Both imports and exports
have been found to encourage competitive
pricing. Foreign investment, on the other
hand, has been shown to induce excessive
profitability in the home<country industry of
foreign investors, while its influence on host-
country competitiveness is at best netural.
Frank and Freeman found that FDI tilts the
balance of incomes in the home country
from labor to the owners of capital. The
benefits of assuring a competitive environ-
ment are greater in the case of foreign
investors, since any cost of lessened
competition would flow out of the United
States as corporate dividends. Therefore,
closer scrutiny of foreign investments than of
domestic ones may be warranted. ®
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What Is The Future
For Independent
Supermarkets?

Gerald Grinnell
(202) 447-6363

Independem food retailers have been los-
ing sales to food-store chains (firms with
11 or more stores) since the 1920.
Independents’ share of industry sales fell an
average of 0.6 percent each year between
1930 and 1977, and thisdecline may continue
during the 1980’s, although independents
will always occupy an important place in the
industry. Several factors could affect their
ability to compete with chains in the future.

Organize for Survival )

An independent is a grocery store firm
that operates 10 or fewer stores. During the
1930’s, independents came up with three
‘major defenses against chains. First, they
persuaded some States to enact laws that
taxed only chains, but these were soon
overturned by the courts. Second, they
introduced supermarkets—self-service shop-
ping in stores with plain decor and few
customer services—that consumers readily
accepted during the Depression. The chains
copied the supermarket concept and had the
resources to build large numbers of such
stores after World War 1I. Today, super-
markets account for more than 75 percent of
total grocery store sales. Third, independ-
ents began affiliating with wholesalers to
match the product procurement benefitsand
economies in distribution that chains gained
through direct ownership of wholesaling
facilities. This affiliation became critical to
the independents’ survival. Virtually all
independent supermarket operators are
affiliated with one of about 450 such
wholesalers in existence today.

The disappearance of independents also
threatened the survival of the wholesalers, so
they made substantial changes to tailor their
products and services to meet the retailers’
needs. Franchising and other contractual
arrangements and cost-plus pricing pro-
grams—a percentage markup is applied to
an entire order rather than to individual
products— offering volume discounts were
instituted to encourage retailers to concen-
trate their purchases with one supplier,
thereby lowering per-unit warehousing and
delivery costs. Wholesalers also offered

Fail 1981

numerous business services, such asaccount-
ing, group advertising, suggested prices,
merchandising ideas, and employee-training
programs, that better enable the independent
retailers to compete with integrated chains.
These wholesalers also affiliated with larger
private label wholesalers, such as IGA and
Shurfine, that sell private label products to
other wholesalers or to small chains rather
than to individual stores. Private label
wholesalers develop logos, prepare product
specifications, conduct quality control
checks, and arrange to purchase merchan-
dise from private label manufacturers, some
of whom also sell advertised brands. Private
label wholesalers are large enough to gain
efficiencies that enable them to offer a wide
assortment of food and nonfood products
that, in some instances, may rival the
selection offered by the largest chains.

The Long Decline

In spite of these efforts to compete with
chains, the independents’ share of industry
sales fell continuously from 70 percent in
1930 to 65.6 percent in 1948, 48.6 percent in
1967, and 40.3 percent in 1977. A more
thorough examination of the data shows,
however, that many independents prospered.
Several became small chains with 11 to 100
stores whose share of sales rose from 7
percent in 1948 to 19 percent in 1977. The
share of total grocery store sales by
independents operating 2 to 10 stores also
increased from about 7 percent in 1948 to
11.7 percent in 1977.
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Thus, the decline of the independents was
limited to single-store operators. Their share
of sales fell dramatically from 59 percent in
1948 to about 39 percent in 1967 and 28.6
percent in 1977. Although many independ-
ents were forced out of business by
competitors, the fact that the decline
occurred over a long period of time suggests
that many others went out of business when
the owners retired or found more attractive
business opportunities.

In contrast, chains’ share of grocery store
sales grew from 34.4 percent in 1948 to 59.7
percent in 1977. Chains largely dominated
new store construction in the suburbs during
the past 30 years, while independents have
generally obtained stores formerly operated
by chains. Today, independents are strongest
in small cities and towns that often are not
served by large chains. In 1972, a single-store
operator ranked among the four largest
grocery store firms in 27 smaller U.S. cities.

Paradoxically, independents often are
more profitable. According to an earlier
report on economies of scale in food
retailing, between 1971 and 1978, chains’
pre-tax profits averaged 1.2 percent of sales.
Affiliated independent retailers’ profits
averaged 2 percent of sales, and the profits of
affiliated wholesalers accounted for an
additional 1 percent of retail sales. Inde-
pendents that find a market niche have very
healthy profits. However, if all firms pay the
same wholesale prices for their merchandise,
the independents will have to charge higher
retail prices (or have lower expenses) to meet
their profit expectations and those of their
wholesalers. Data on gross margins (markup
expressed as a percentage of sales) indicate
that chains’ prices, on average, were at least
3 percent lower than those of independents
during 1971-78.

Chains’ Advantages

Chains have several advantages in com-
peting with independents. They substantially
reduce per-unit operating costs by standard-
izing their product selection, store layouts,
services, operating procedures, and prices

28

Share of Grocery Stores Sales, Census Years, 1948-77

Firm Size 1948 1954 1958
Independents 65.6 60.6 56.0
1 store 58.8 51.8 47.0

2-10 stores 6.8 8.8 9.0
Chains 34.4 39.4 44.0
11-100 stores 7.0 9.9 11.7
101 or more stores 27.4 29.5 32.3

1963 1967 1972 1977
Percent

52.9 48.6 43.0 40.3
43.1 38.9 32.2 28.6

9.8 9.7 10.8 11.7
471 51.4 57.0 59.7
12.6 15.3 17.4 19.0
34.5 36.1 39.6 40.7

Sources: 4 and 6.

within (and sometimes across) geographic
areas and by tightly controlling individual
store managers’ discretion. While affiliated
wholesalers may perform their functions
efficiently, they cannot control retail opera-
tions to achieve maximum efficiency. In
contrast with the warehouses of chains,
independents’ affiliated wholesalers are
likely to handle more slow-moving products
that only a few stores carry, make more
frequent deliveries of less than truckload
orders, and handle more products by the
individual case because the stores they
service are not equipped to handle pallets.
During the 1971-78 period, chains’ ware-
housing and transportation expenses aver-
iged 4.5 percent of retail sales, compared
with 5.1 percent for independents.

Nonpayroll expenses in the store also are
lower for chains (6.1 percent of sales versus
8.8 percent for independents during the
1971-78 period). This is largely due to lower
store occupancy costs, such as rent, utilities,
and insurance, and lower advertising and
promotion costs. Although chains advertise
more than independents, their advertising
costs as a percentage of sales are only about
one-half as high. They have an advantage
with newspaper and radio and television ads
because they can spread the fixed costs of an
ad over a large volume of sales.

In addition to cost advantages, chains

often have greater access to the more
desirable new store sites, especially choice
shopping center locations. Developers prefer
to have well-known food chains serve as
anchors for neighborhood shopping centers,
because chains usually enjoy greater consu-
mer recognition. Chains also have greater
access to less expensive sources of financing
than independents.

Chains can better afford to employ
accountants, buyers, promotional special-
ists, market researchers, lawyers, consumer
representatives, and other specialized pro-
fessionals because their salaries can be
spread over a larger sales volume.

Finally, chains can subsidize strong
competitive battles—price cuts and extra
promotions—in one area with profitsearned
elsewhere. Independents, on the other hand,
are less able to weather sustained strong
competitive pressures and experiment with
alternative defensive strategies. Thus, when
independents encounter financial difficulties,
they often fail.

Independents’ Advantages

Independents usually do not try to
compete with large chains on the basis of
price except on a few products. Rather, they
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Gross Margins, Operating Expenses, and Profits, 1971-78 Averages

Operating expenses

Type of firm, level Gross
of operation margin Payroli
Independents
Store level 19.2 8.4
Warehouse level 6.1 3.0
Total 25.3 11.4
Chains
Store level 17.8 10.5
Warehouse level' 4.5 2.9
Total 22.3 13.4
'Includes chains' manufacturing activities.
2Negligible.
Source: (3)

Pre-tax

Nonpayroll Total profits
Percent of retail sales

8.8 17.2 2.0

2.1 5.1 1.0

10.9 223 3.0

6.1 16.6 1.2

1.6 4.5 2

7.7 21.1 1.2

rely on their merchandising flexibility and
knowledge of customers’ needs and prefer-
ences to find market niches created, in part,
by the chains’ emphasis on standardization.
It is not unusual for independents to increase
sharply the sales of stores formerly operated
by chains.

Independents have the freedom to alter
product selection, displays, and prices
quickly to meet changing consumer demands
and adjust to new competitive pressures. As
a result, they have developed a reputation for
stressing customer services. Independents
also are noted for introducing innovations,
especially new store formats and merchan-
dising ideas. Large chains, on the other
hand, are noted, for rapidly adopting
innovations after they have proven success-
ful. Thus, Bob Holdren observed in 1960
that “independents play the very important
role of shaking up the monolithic chains”(p.
23). Recent evidence suggests that independ-
ents still play this role.

Independents hold operating costs down
by employing nonunion workers and paying
lower wage rates. They usually have more
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freedom to assign workers to several
different tasks and schedule them when they
are needed most. Between 1971 and 1978, the
store payroll expenses of independents
averaged 8.4 percent of sales, compared with
10.5 percent for chains.

Independents’ Future Prospects

Independents’ prospects are critically
dependent on four factors: their share of new
store construction, the availability of
recycled stores, their ability to preserve
market niches, and their ability to compete
head to head with chains.

Independents will continue to have
difficulty in direct competition with inte-
grated chains, since it is very difficult for
them to match chains’ prices. They must use
variable price merchandising effectively to
give the illusion of low prices and cater to
consumers’ preferences for products and
services that the chains do not offer. (For a

discussion of variable price merchandising,
see NFR-12.) Some independents have
attempted to compete with chains on the
basis of price by operating no-frills stores
that restrict product selection, provide plain
store furnishings, and eliminate some
customer services.

However, through the use of computer
technology and UPC scanners, chains may
be able to gain the store-level pricing and
merchandising flexibility that has long been
the independents’ principal strength. Scan-
ners provide the potential for firms to
monitor sales more closely so they can assess
the effects of promotional efforts and price
changes. For example, prices of some
products might be raised without causing a
significant reduction in the number of
packages sold, and small price reductions on
other products might stimulate sharp
increases in sales. Scanner data may be
useful to compare sales of individual
products to the socioeconomic characteris-
tics of a store’s customers. Thus, merchan-
dising decisions can be tailored to individual
store needs rather than ona regional basis, as
is often the case today. Also, by having quick
access to sales information on individual
items, a firm can more effectively react to
other firms’ price and promotion strategies.

Many independents have installed scan-
ners, but chains are now adopting them in
much larger numbers. Sophisticated analysis
of information for marketing purposes most
likely will be subject to economies of scale
resulting in a comparative advantage for
chains. Even if independents match the
analytical capability of chains they will lose
the merchandising advantage they had when
chains standardized their sales effortsamong
all stores in a market. Independents could
find themselves playing catchup in a
merchandising game they thought they
dominated.

Industry growth slowed during the past
decade, prompting many chains to look for
new sales opportunities. They are now
adding product lines and customer services,
experimenting with different store formats,
and initiating more aggressive competitive
tactics. With the additional merchandising
flexibility made possible by scanners, chains
could begin to compete more effectively in
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the market niches discovered by independ-
ents. Some chains also may be vulnerable to
other, more aggressive chains.

As new supermarkets get larger, inde-
pendents find it is more difficult to build
stores because of the high costs, difficulty in
securing financing and choice locations,
length of time and other problems in actual
store construction, and increased risk of
error.

One of the primary means by which new
firms enter the industry (and existing
independents expand) is to acquire discarded
chain supermarkets. Chains dispose of
obsolete stores they cannot operate profit-
ably and do not want to remodel or
otherwise try to make profitable. Sometimes
chains also dispose of profitable stores,
because they lose economies in distribution
and advertising in a particular metropolitan
area after closing many obsolete stores.

The prospects for continued availability of
obsolete chain stores appear good, partly
because many chains are replacing some of
their stores with large superstores and
combination grocery-drug stores. However,

several chains are searching for alternative
uses of their obsolete stores, such as no-frills
box and warehouse stores. Because of their
heavy reliance on recycled stores, independ-
ents probably will operate very few of the
superstores and combination stores which
are expected to become the predominant
type of supermarket in the 1980’s.

Several chains encountered financial
problems that forced them to sell large
numbers of stores during the 1970’s. Other
chains inevitably will encounter financial
difficulties in the future, but it appears
unlikely that stores will become available at
the rate they did during the 1970’.

Wholesalers acquired the expertise to
operate supermarkets to meet the service
needs of their retail affiliates. If these
wholesalers find that their growth and profit
objectives are better served by integration
into food retailing, they could seriously
impair independents’ access to recycled
stores by acquiring and keeping recycled
chain stores, thus becoming chains them-
selves. Although it does not now appear
likely that wholesalers will actively displace

Wholesalers Increase
Competition and Ease
Market Adjustments

ffiliated wholesalers provide services
that improve the overall competitive
health of markets.
¢ Integrated chains with their own
warehouses would dominate urban food
markets if independents did not have the
lifeline of products and services provided by
affiliated wholesalers.
® Large-scale operation is needed to gain
scale economies that contribute to lower
food prices. However, when chains gain
scale economies they may also gain enough
market power to raise prices. Affiliated
wholesalers provide a mechanism for
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independents to organize into groups to gain
scale economies, but it difficult for them to
coordinate their behavior effectively enough
to raise prices artificially.

o Affiliated wholesalers actively search
for new market entrants to replace other
independents that either fail or grow into
chains and discontinue their affiliation. This
process contributes to the introduction of
new ideas that help maintain a dynamic
competitive environment.

o Finally, affiliated wholesalers minimize
the disruption of company failures by
recycling the facilities and people back into
the industry. Wholesalers often buy stores
and operate them untila new operatorcan be
found. Chain failures are especially disrup-
tive because several stores, including profit-
able ones, are recycled at one time.

independents in this way, a few wholesalers
do operate several stores and must be
recognized as potential entrants in several
markets. Eight wholesalers now rank among
the Nation’s 100 largest food chains. Several
wholesalers also owna substantial interest in
some of their affiliated retail operations.

Conclusions

Conditions appear to favor continued
erosion of independents’ share of sales
during the 1980’s. They have been unable to
match fully the economies and other benefits
that chains gain through multistore opera-
tions and integration into wholesaling. The
adoption of UPC scanners could potentially
put them behind in merchandising flexibility
too. Finally, the independents’ restricted
access to new supermarkets prevents them
from entering the new growth areas of food
retailing on a par with chains. W
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Not All Independents
Fade Away, Some
Become Chains

Gerald Grinnell
(202) 447-6363

he declining sales share of independ-

ent retailers doesn’t mean that all of
them were driven out of business—many
have prospered. Nevertheless, few indepen-
dents ever open a second supermarket, and
only a handful become chains. Those thatdo
expand must pass through several recogniz-
able stages in the growth process from a
single store to a large chain operating in
several parts of the country.

Only 15 percent of supermarket firms
operate more than one store, fewer than 3
percent are chains (operate 11 or more
stores), and less than one-half of 1 percent
are large enough to operate multiple
warehouses. Impediments to growth include
the difficulty of finding able store managers,
organizational problems in running a diver-
sified operation that requires thousands of
new decisions every day, difficulty predicting
changes in consumer demands, the domin-
ance of established firms, and limitations on
mergers.

The Single-Store Independent

Wholesalers will help new grocers find
stores, arrange financing, set up accounting
procedures, arrange for the retailers to
handle a line of private label products,

determine stocking and pricing, institute
management procedures, and train employ-
ees. Once the stores are open, the wholesaler
will provide information about competitors’
prices and regularly send a representative to
the stores to offer management advice.
Wholesalers will also maintain the retailers’
accounting records, provide periodic finan-
cial reports, and prepare their taxes.

Grocers usually join a group of other
independents served by a wholesaler to gain
economies in advertising and to achieve
greater consumer recognition. This usually
requires that the stores use a common logo
and brand of private label products. They
often maintain similar store features as well.
Each group, with the advice or assistance of
their whoesaler, prepares a weekly newspa-
per ad featuring price specials that all
members are required to honor. The firms
are free to price other products independ-
ently.

New firms usually depend heavily upon
the wholesaler for merchandise and help in
managing the store. Wholesalers encourage
this so they can increase efficiency in
warehousing, transportation, and manage-
ment services. Over time, some retailers
decide to handle more of their own

X

Number of Supermarket Firms, By Size

Number of
Firm size supermarket
firms?

Single store independents 6,000

Multistore independents 900
Without a buying office 550
With a buying office 350

Chains (11 or more stores) 200
With a buying office 100
With one warehouse or distribution center? 70
With two or more warehouses or distribution centers? 30

Total 7,100

‘Estimated by the author based upon data from (7), (2), and (3).
2A distribution center is a complex that includes administrative oftices and one or more ware-

houses handling dry groceries and other products.

30n average, each firm operates about 5.25 warehouses or distribution centers.
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management decisions. The degree of
autonomy exercised by independents varies
widely.

Adding Another Store

Only about 900 of the Nation’s 6,900
independent supermarket firms operate
more than one store. Grocers who add a
second store must hire a managerand can no
longer directly oversee day-to-day opera-
tions. Finding the proper manager is
difficult, and many independents fail in this
growth step. An owner who is able to find a
good entrepreneurial-type person who can
operate a store with little guidance may
sometime find it is difficult to give the
manager sufficient freedom. If a manager is
hired who requires day-to-day direction, the
owner must find a way to tell the manager
how to perform the many required tasks.
Large chains have manuals of standard
operating procedures that cover virtually
every facet of operation—an independent
must find a substitute for the manual.

Opening a Buying Office

Usually a supermarket firm must operate
5 to 10 stores before it is feasible to open a
buying office. About 350 independents and
100 small chains operate buying offices. A
buying office allows retailers to make many
of their own deals directly with manufactur-
ers. This allows them to take advantage of
manufacturers’ trade allowances and pro-
motional deals that wholesalers might
choose toignore. Some retailers rent space in
public warehouses for deal merchandise, but
they continue to receive most of their
merchandise from an affiliated wholesaler.
Special arrangements are made for the
wholesaler to handle products not normally
stocked.

Many firms with 5 to 10 supermarkets are
large enough to leave their advertising
groups. Firms usually introduce some
private label products with their own brand
or affiliate with a private label wholesaler
that does not sell to other retailers in the
area, that is, one that sells to small chains
rather than to independents.

Independents that operate buying offices
perform many of the services provided
smaller independents by affiliated whole-
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Perspectives

salers. The retailers usually assume respon-
sibility for most in-store activities, such as
merchandising, pricing, employee manage-
ment, and accounting. By the time firms
reach chain status, they usually assume a
large degree of autonomy and responsibility
for all business decisions, including arrang-
ing for new store locations and business
financing.

Operating a Warehouse

A supermarket firm with 25 to 40 stores
(depending on store size) in the same or
nearby markets usually can efficiently
operate its own warehouse. About 70
supermarket chains operate one warehouse
or distribution center in the United States.
By operating their own warehouses, retailers
can tailor buying, storage, and delivery
operations totally to their own specific
needs. These firms have reached full
integrated chain status and have a large
amount of freedom to set their own course of
action.

The chains also may open their own
bakery and milk bottling plants, since these
manufacturing activities are economical at
relatively small scales. The chains may still
buy some products from a private label
wholesaler but usually rely mostly upon their
own private brands.

Operating Multiple Warehouses

Only 30 supermarket chains operate two
or more warehouses or distribution centers
in the United States. Most large food chains
seek to expand into additional markets,
although no chain operates in all parts of the
United States. Safeway, the Nation’s largest
chain, operates about 1,900 stores in 27
States and the District of Columbia. These
stores are served by 21 distribution centers.
Kroger, the Nation’s second largest chain,
operates about 1,200 stores in 22 States,
served by 16 distribution centers.

When supermarket firms enter new
markets, they need efficient wholesale
support and an effective promotional
program to attract customers. A new
independent meets these needs by affiliating
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with a wholesaler. However, a chain does not
want to become a member of an affiliated
wholesale group, because it wants to use its
own operating procedures, store characteris-
tics, and private brands.

Chains usually expand as much as
possible from an existing warehouse before
entering more distant markets. When chains
enter such markets, they usually will do so
only on a large enough scale (about 5 to 10
stores) to gain significant advertising econ-
omies. In addition, they prefer to enter ona
large enough scale (about 25 to 40 stores) so
that they can also operate a warehouse
efficiently.

Chains that enter markets without their
own warehouse support usually acquire a
few stores, open a buying office, use an
affiliated wholesaler for product storage and
delivery on a contract basis, and expand
until a warehouse is feasible. When firms
plan to enter a market with their own
warehouse support, they usually acquire a
chain that already has a warehouse in the
area, then remodel the acquired stores, and
initiate a strong promotional program. The
acquisition route often is preferred by
chains, because it is quicker and usually less
expensive, and it eliminates a major
competitor from the market. The Federal
Trade Commission attempts to prevent
mergers that reduce competition, and this
has deterred expansion of large chains in the
past.

Decline of a Firm

There appears to be one additional stage
in the life of some food chains—decline.
Aging stores, warehouses, and operating
practices often become obsolete. If chainsdo
not modernize or discard their obsolete
facilities and procedures, they begin to incur
significant losses in some operations.
Eventually these losses can offset the profits
earned in other parts of a firm. At this point
the situation can be critical, because several
stores need assistance at the same time and
the reduced profits limit the firms’ capacity
to raise the money either internally or from
lending institutions. If the firms’ suppliers
sense a serious financial problem and
demand immediate payment for merchan-
dise, the retailers, caught in a cash-flow

squeeze, may be forced to file for protection
under the bankruptcy laws.

Several chains, including A&P, H.C.
Bohack, Food Fair, First National, and
Allied, encountered financial problems that
forced them to sell large numbers of stores
during the 1970°.

Store size and characteristics, customer
services, and promotional practices continue
to change in food retailing. Some firms
become complacent once they have reached
a measure of success, and this makes them
vulnerable to more aggressive firms that are
trying new competitive ideas. Competitive
behavior varies among markets, and chains
must adapt their operations accordingly.

Large organizations often encounter
bureaucratic inefficiencies, and food chains
are no exception. By standardizing their
store characteristics and operating practices
across markets, large chains take some
decisionmaking authority away from their
local managers, who are in a position to see
changes taking place in their markets.
Greater authority is given to headquarters
managers, who are not in a position to
observe competitive behavior in the local
markets. Thus, centralized decisionmaking,
which large multimarket chains usually
prefer, may set in motion forces that
contribute to the chains’ eventual decline.
This, in turn, provides an opportunity for
many independents and small chains to
acquire stores and enter the industry or grow
larger. ®
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USDA Actions alnY

Food Safety and
Quality

Revised Grade Standards for Orange Juice

USDA is proposing to revise the grade
standards to allow for a sweeter-tasting
orange juice.

The industry now has the capability to
produce a sweeter-tasting frozen concen-
trated orange juice without increasing the
sugar content. However, this new product,
‘reduced acid frozen concentrated orange
juice,” isn’t covered by U.S. standards.
Therefore, USDA developed and is propos-
ing a voluntary U.S. grade standard for this
product.

If this proposal is adopted, there will be
eight orange juice standards—each covering
a different type. The seven existing orange
juice standards cover canned, frozenconcen-
trated, concentrated for manufacturing,
canned concentrated, dehydrated, pasteur-
ized and orange juice from concentrate.

Under the proposal, USDA would raise
the maximum sugar to acid ratio in
concentrated orange juice for manufacturing
from 20:1 to 24:1. This would allow more
flexibility in blending juices to produce the
finished product. Most concentrated orange
juice for manufacturing is used to produce
other forms of orange juice.

USDA is also proposing to eliminate
alternate grade names, suchas U.S. Fancy or
U.S. Grade A, from each of the standards in
favor of single-letter grades names like U.S.
Grade A.

Fall 1981

USDA Actions

USDA Revises Grade Standards for Olives

USDA has revised the Federal grade
standards for canned ripe olives to make
their labeling uniform throughout the
industry and to comply with California’s
Agricultural and Health Safety Code. The
California olive industry produces the entire
U.S. crop of olives.

Federal grade standards will provide for
seven sizes of canned whole and pitted ripe
olives: small, medium, large, extra large,
jumbo, colossal and super colossal. The
proposal would also provide minimum
drained weight requirements.

Acceptance of federal grades and the use
of federal grading services is voluntaryand is
paid for by the user. Some segments of the
ripe olive processing industry customarily
used five sizes for retail sales while other
segments used nine sizes. Representatives of
the ripe olive industry have now agreed on
using seven sizes.

To determine the proper restructuring for
the seven sizes and minimum drained weight
requirements, USDA and the olive proces-
sors did studies on olive size and drained
weight. Results of these studies are incorpo-
rated in the final action.

USDA’s Agricultural Marketing Service
develops grade standards and provides
official grading services for many food
products.

USDA Revises Grade Standards for
Grapefruit Juice

On Sept. 17, the U.S. Department of
Agriculture revised the grade standards for
grapefruit juice so more flavorful juice from
mature grapefruit is used in higher grades of
the product.

The revised standards respond to the
request of thecitrusindustry to beallowed to
process more mature fruit to provide the
best-tasting juice in the higher grades.

The standards will permit more variance
in the color of grapefruit juice, but will retain
color as a quality factor. Juice from very
mature fruit lacks the vivid color found in
less mature fruit.

The Florida Citrus Processors Associa-
tion first asked USDA to revise the grade
standards in 1977.

Under the revised standards, duel grade
names, which use both words and letters—
suchas U.S. Grade A or U.S. Fancy—will be
eliminated in favor of single-letter grade
names, such as U.S. Grade A.

The final rule combines the separate
grapefruit juice standards—grapefruit juice,
dehydrated grapefruit juice, concentrated
grapefruit juice for manufacturing, frozen
concentrated grapefruit juice—into one.

33



USDA Actions

Food Assistance

USDA Lowers Income Limit for
Supplemental Food Program for Women,
Infants and Children

New U.S. Department of Agriculture
income eligibility guidelines recently issued
will lower the maximum income limit of
people receiving benefits under the Special
Supplemental Food Program for Women,
Infants and Children.

The new rules will set the maximum
income limit at 185 percent of the official
poverty line instead of the previous 195
percent of poverty, plus a standard deduc-
tion.

The change will allow more of those at the
lower end of the income scale to participate,
by removing from eligibility some people at
the higher income limit. It is a matter of
targeting benefits so those in greatest need
can be served.

States may set their own income cutoff
limits anywhere between the new federal
guidelines and their own limit for free or
reduced-price health care. However, income
limits may not be set lower than the poverty
line.

To qualify for participation in the
program under the new federal limits, the
annual income for a family of four may not
exceed $15,630, or 185 percent of the poverty
line.

Previously, the same family was eligible
for the program with an income, plus a
standard deduction, that totaled $17,560.

About 2.2 million participants now
receive nutrition education and health
benefits from the program, which is
administered nationally by USDA’s Food
and Nutrition Service.
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USDA Issues Major Anti-Fraud Rules In
Food Stamp Program

USDA has issued new rules requiring food
stamp recipients in large metropolitan areas
to show photographic identification when
receiving their food stamps.

Secretary of Agriculture John R. Block
said the new photo ID system “will play an
important role in joint efforts by the U.S.
Departments of Agriculture and Justice to
crack down on abuse of the food stamp
program.”

Under the new rules, USDA will no longer
replace food stamps reported lost or stolen.
Block said these and other major anti-fraud
measures are part of the Reagan administra-
tion’s overall effort to eliminate fraud and
abuse in the federal food stamp program.

State welfare agencies will be required to
institute photo ID systems within a year in
food stamp project areas with 100,000 or
more recipients, unless they get an exemp-
tion from USDA’s Food and Nutrition
Service. Smaller food stamp project areas
may also be required to install photo ID
systems if the FNS and the USDA Inspector
General’s office find it useful to protect
program integrity.

“The new photo ID system is principally
designed to prevent the issuing of duplicate
benefits,” Block said. “Forexample, ifa food
stamp authorization card is stolen from the
mail, the photo ID requirement can prevent
an ineligible person from using the authori-
zation card to obtain food stamps illegally.
By recording and crosschecking 1D numbers,
the new system will discourage individuals
from attempting to get a double allotment of
food stamps by reporting their first authori-
zation card lost or stolen and requesting a
second.”

“Individuals caught defrauding the gov-
ernment in this program are subject to both
criminal and civil penalties. Further, under
new legislation recently passed, individuals
would be required to pay back any
fraudulent benefits received by having future
benefits reduced,” Block said.

The City of New York, which has had a
significant problem with duplicate food
stamp issuance, will be the first to implement
the new photo ID system. New York plans to
begin using the ID system Nov. I, in
conjunction with other new controls which
have already cut the rate of authorization
card replacements by two-thirds.

In New York and other areas where the
photo ID card is mandated, all food stamp
households will be required to have a
member or an authorized representative of
the household get and use the ID card as a
condition of eligibility. Exceptions can be
made for such cases as an elderly or disabled
person who is unable to come to the food
stamp applications office.
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USDA Actions

USDA Cracks Down on Food Stamp Fraud

Secretary of Agriculture John R. Block
called for a crack down on food stamp
violators and said the U.S. Department of
Agriculture would not sit by and let criminal
abuses undermine the food stamp program.

Speaking at the Food Marketing Institute
meeting, Block said, “The food stamp
program provides vital assistance to the poor
of this nation, and we are determined to
direct that help to the people who it is
intended for and keep it out of the hands of
criminal elements.”

Block told the wholesale and retail grocers
that vigorous anti-fraud efforts in the food
stamp program “are nothing new, as you
well know. Since the beginning of the
program—as a series of pilot projects in
1961 —USDA has maintained an aggressive
campaign to prevent fraud and abuse. We
have expanded the effort as the program has
grown.”

He said USDA is increasing its ongoing
law enforcement efforts since it has become
evident that organized crime has entered the
picture. One indication of the build-up, he
said, is the increase in indictments produced
through joint efforts of USDA’s inspector
general and the U.S. Justice Department.

“In 1980 these efforts produced 407
indictments against food stamp violators.
Thus far in 1981 there have been 600
indictments nationwide and over 90 percent
of those have resulted in convictions,” Block
said.

Fall 1981

New Food Stamp Rules

Major changes in food stamp eligibility
rules and benefits took effect Oct. 1.

The changes, required by the Omnibus
Reconciliation Act of 1981, are aimed at
saving $1.7 billion in federal costs for the
food stamp program in fiscal year 1982
which began Oct. 1.

The new rules must be implemented
swiftly to achieve the projected savings and
operate the program within the amount
Congress appropriates to avoid across the
board benefit reductions.

The first package of rules will:

—remove higher income households from
the program, or reduce their benefits;

—drop strikers from the program;

—prorate the initial month’s benefits of
new recipients from the date of application;

—delay cost of living adjustments in the
U.S. Department of Agriculture’s “thrifty
food plan” used for calculating food stamp
benefits; and

—delay and reduce cost of living adjust-
ments in the deductions allowed from gross
income in determining benefits.

General Interest

Proposed Revision of Competitive
Foods Rule

Federal officials propose to revise a rule
that now limits sale in schools of foods that
compete with federally-subsidized school
meals.

Under the current rule, in effect since
July 1980, schools are prohibited from
selling sodas, water ices, chewing gum, and
some candies from the beginning of the
school day until after the last lunch period.

The possible change is among several
being considered as a part of theadministra-
tion’s reform program to reduce the burden
of federal regulations.

When the current rule was proposed,
many students and school officials said it
would interfere with their ability to raise
funds to support school activities.
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Average American Ate 1,402 Pounds of
Food Last Year

The average Americanate 1,402 pounds of
food last year but paid proportionately less
for it than in 1960, according toa recent U.S.
Department of Agriculture study.

Consumer expenditures climbed 319
percent from 1960 to 1980 but, proportion-
ately, food gained less than other items in the
consumer’s budget. In 1960, about 20 cents
of each dollar of disposable income went for
food. Last year, food took about 16 cents of
the disposable dollar, the survey showed.

In the last 20 years, shifts in consumption
patterns affected many products. Consump-
tion of frozen orange juice, for example,
increased 98 percent, from 4.6 pounds per
capita in 1960 to 9.1 pounds last year. Beef
consumption per capita was up 21 percent,
from 64.3 to 78.1 pounds. Beef consumption
has been dropping each year since 1976 when
it hit a record 95.7 pounds per capita.

Chicken consumption also gained drama-
tically going from 27.8 pounds per person in
1960 to 51.2 pounds in 1980—an 84 percent
increase. The biggest gainer was cheese,
going from 8.3 pounds per capita to 17.9,an
increase of 116 percent.

But some foods lost ground. Potatoes
dropped from 80.4 pounds per person in
1960 to 44.4 in 1980, a loss of 45 percent. Egg
consumption declined 17 percent, from 42.4
pounds per capita in 1960 to 35.4 twenty
years later.

All fluid milk consumption decreased
from 290 pounds per capita in 1960 to 243
per capita last year. Other losers were sugar,
down 12 percent,and fresh peaches, down 38
percent.
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Publications

U.S. Farm Population, 1980, by Vera Banks
and Judith Z. Kalbacher. ERS, USDA,
ESS-12, June 1981.

The U.S. farm population numbered 6.1
million during 1980, about 2.7 percent of the
total population. Over the last 2 years, there
was a significant decline of 450,000 residents.
Characteristics of the 1980 farm population
include:

e Compared to the nonfarm population,
farm people are more likely to be White than
Black or Hispanic origin;

e Farm residents tend to be older than
their nonfarm counterparts;

e There are more male than female farm
residents.

Impact of Household Size and Income on
Food Spending Patterns, by David Small-
wood and James Blaylock. ERS, USDA,
TB-1650, May 1981.

Statistical relationships are detailed for24
major food groups and 77 subgroups. They
allow researchers and policymakers to
anticipate what can happen to family
expenditures for these foods when income
and family size change. The findings confirm
that spending for food away from home
increases significantly as income rises, while
spending for food prepared at home
increases more modestly. The reverse is also
true for increases in household size.

Aggregate Food Demand and the Supply of
Agricultural Products, by McFall Lamm, Jr.
ERS, USDA, TB-1656, July 1981.

Food demand may be somewhat more
price inelastic than previously estimated.
The simple four equation model developed
here provides a formal empirical framework
linking food demand to supply. Medium-
range forecasts indicate that food prices may
continue to rise slightly faster than average
prices for all items over the next 5 years. The
model represents a middle-of-the-road ap-
proach to forecasting possibly more cost-
effective than a multicommodity approach.

World Indices of Agricultural and Food
Production, by Boyd Chugg. ERS, USDA,
SB-699, July 1981.

Indices of total and per capita agricultural
food production for 1950-80 are presented
for 108 countries and the world. Selected
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production data are given in 1,000 metric
tons by country. World agricultural produc-
tion grew at a compound annual rate of 2.5
percent since 1950, while the rate on a per
capita basis was only 0.7 percent.

Coal Development In Rural America: The
Resources at Risk, by Wallace McMartin,
Virgil Whetzel, and Paul R. Meyers, ERS,
USDA, RDRR-29, August 1981.

Coal development, especially strip mining,
competes with agriculture for both land and
water; however, it should not require enough
land to seriously threaten U.S. agricultural
production. Although it is costly, reclama-
tion of strip-mined land can alleviate the
potential long-term damage to natural
resources.

Canadian and U.S. Farm Sector Compari-
sons, by Pat Weisgerber and Nina Swann.
ERS, USDA, ESS-15, August 1981.

Many Canadian and U.S. farming trends
ran nerly parallel through the midseventies,
with increasing farm consolidation, more
shared ownership of farms, and dramatic
increases in the value of farm capital in both
countries. While Canadian farmers produce
primarily for the market within their own
Province, U.S. farmers produce for markets
extending well beyond their own State. This
report looks at these and other similarities
and differences between the Canadian and
U.S. farm sectors.

Agricultural Financial Review. ERS, USDA,
AFR-41, July 1981.

Eight articles provide information on
agricultural financial nees of the farming
sector in the eighties and how these needs
will be met. Authors present their assess-
ments of probable future events affecting
financing of U.S. agriculture.

Food Problems and Prospects in Sub-
Saharan Africa: The Decade of the 1980’s,
ERS, USDA, FAER-166, August 1981.

Sub-Saharan Africa is the only region in
the world where per capita food production
declined over the past two decades. In most
Sub-Saharan countries, per capita calorie
intake is below minimal nutritional stan-
dards. Demand for food imports is increas-
ing at a time when grain prices are rising and
many African governments face acute bal-
ance of payments and foreign exchange
problems.

This study examines the long-term trends
in food production, consumption, and trade
in Sub-Saharan Africa, the structure of both
demand and production, and policies
designed to improve productivity in this
region.

Changes in the International Grain Trade in
the 1980’s, by Robert Bain. ERS, USDA,
FAER-167, July 1981.

The main grain-exporting countries may
cooperate more closely in the eighties thanin
the past. Inaddition, there may be incentives
to vary the policies of the marketing boards
in Australia and Canada and increased
internal pressure for the United States to
sever the link between world gain prices and
its domestic food prices. Those are some
possible consequences if forecasts of higher,
less stable grain prices in the eighties are
realized and if the structure of world trade
continues to move toward more bilateral
agreements.

Publications noted in this section may be ob-
tained by writing the sources listed. For publi-
cations without addresses call (202) 447-7255 or
write Publications Unit, Room 0054, Econ-
omics and Statistics Service, U.S. Department
of Agriculture, Washingion, D.C. All publica-
tions are free of charge unless otherwise noted.
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Statistical Highlights

Consumer Price Index for all Urban Consumers, U.S. Average (not seasonally adjusted)

Consumer price index, all items .........
Consumer price index, less food ........
Allfood .........ooiiiiiii
Food away from home ................
Foodathome ........................
Meats' ......... .. .. il

Eggs ..o
Dairy products? ....................
Fats and oils® ......................
Fruits and vegetables ...............

Fresh ... ..o il

Processed .......................
Cereals and bakery products ........
Sugar andsweets ..................
Beverages .............coiiiiiiinn.

'Beef, veal, lamb, pork, and processed meat.
2Includes butter.
3Excludes butter.

1967 = 100

1978

195.4
191.2
211.4
218.4
210.2
206.8
201.0
213.1
172.9
275.4
157.8
185.6
209.6
212.9
218.5
208.7
199.9
257.5
340.8

Annual

1979

217.4
213.0
234.5
242.9
232.9
241.9
255.8
216.4
181.5
302.3
172.8
2071
226.3
230.0
235.0
226.6
220.1
277.6
357.8

1980

246.8
244.0
254.6
267.0
251.5
248.8
270.3
209.1
190.8
330.2
169.7
227.4
241.2
246.7
252.6
242.5
246.4
341.3
395.8

Jan.

260.5
257.6
268.6
280.9
265.6
259.7
275.3
228.2
202.4
358.0
190.2
240.1
260.4
257.6
263.9
253.0
262.9
385.4
409.7

Feb

263.2
260.4
270.8
284.7
267.3
256.4
272.3
223.6
203.7
355.0
188.2
2421
267.3
267.3
278.1
257.8
265.3
385.4
411.9

Mar.

265.1
262.3
2722
286.1
268.6
254.4
270.3
221.6
201.6
358.8
180.5
242.6
268.9
278.2
293.9
263.3
266.7
383.2
4122

1981

Apr. May

266.8 269.0
264.2 267.0
272.9 2725
288.2 289.3
268.7 267.7
251.0 2523
267.4 270.3
217.4 2173
196.8 194.7
359.7 353.2
184.3 1705
2435 243.8
270.1  270.7
281.9 2768
296.4 2844
268.5 270.9
268.3 270.0
375.8 367.1
4144 4123

June

271.3
269.5
273.6
390.6
268.7
2542
271.1
221.2
196.8
352.1
1721
243.8
269.6
2781
285.2
272.8
271.5
361.3
412.8

July

274.4
2727
276.2
292.4
271.6
259.6
274.5
231.5
204.8
356.9
174.2
244.2
269.0
284.4
204.0
276.4
272.4
360.0
410.3

Aug

276.5
274.9
277.4
293.7
272.8
262.0
275.9
235.3
202.0
356.8
177.6
243.8
269.2
286.1
205.8
2779
272.6
361.3
413.1

Average Retail Price of Meat Per Pound, U.S.

Year Jan.
1965 ..o 787
1970 oo 100.2
1979 e 204.9
1980 ...t 234.5
1981 oo 239.5
1965 oo 56.9
1970 oo 81.4
1979 oo 154.2
1980 .o 135.3
1981 Lo 151.5

Fall 1981

Feb.

78.0
100.0
215.3
234.8
237.5

56.1
81.1
157.1
133.2
148.4

Mar.

77.3
102.3
225.9
236.2
235.6

56.8
80.7
156.9
133.3
146.2

Apr.

79.4
102.8
232.8
233.3

56.5
79.3
150.7
127.8

May

81.2
102.4
240.2
230.4

60.2
79.4
149.3
123.6

June

July

Aug.

Beef, Choice grade

84.9
101.5
233.6
230.6

66.0
79.4
144.5
124.4

85.8
103.8
232.2
237.8

69.8
80.0
142.4
136.2

84.9
103.5
220.9
242.2

711
79.1
135.9
145.7

Sept.

83.7
101.9
226.6
244.9

7.7
76.1
135.6
150.7

Oct.

83.1
101.0
224.3
241.6

70.7
74.0
134.3
153.8

Nov.

83.9
100.8
226.2
242.3

70.5
70.2
132.2
156.3

Dec.

83.6
99.7
232.6
242.9

76.6
67.9
136.3
163.8

Av.

82.0
101.7
226.3
237.6

65.2
77.4
144.1
139.5
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Producer Price Indexes, U.S. Averages (not seasonally adjusted)
Annual 1981

1979 1980 Feb Mar Apr May  June  July Aug

1967 = 100
Finished goods' ........ ittt 216.1 246.8 2624 266.0 2685 268.9 2699 271.3 271.2
Consumer foods ... ..o e e e 226.3 2394 2509 2526 2519 2520 2531 2569 255.5
Fresh fruit ... i e 2326 2374 211.6 217.0 221.3 227.7 2094 2239 220.8
Fresh and dried vegetables ........................cc..... 201.0 2190 2986 3323 317.0 2912 2791 2783 267.1
EQOS i 176.5 171.0 184.8 180.4 1962 1650 1746 1851 180.7
Bakery products .......... i 221.7 2477 2627 2629 2641 2654 266.8 267.8 2684
Meats ... 240.6 2358 2345 231.6 2345 2358 239.7 2504 2524
Beefandveal ............c.c i 252.2 2602 2461 2438 2446 2519 251.8 2574 2524
POrTK o e 205.0 1967 208.7 2040 200.3 2048 2144 2363 2344
POUIIY 188.6 1933 209.6 2053 1881 197.5 1999 2052 202.6
Fish e e e 383.8 371.0 371.5 3820 387.1 3864 3866 3829 367.2
Dairy products .........oviiiii i e e 211.2 230.7 2455 2455 2458 2450 2456 2455 2456
Processed fruits and vegetables ......................... 2219 2289 2441 251.8 258.7 260.1 2633 2665 267.6
Refined sugar® ..... ... e 116.3 2144 2140 181.2 1666 149.6 1520 1509 153.3
Vegetable oil end products .............................. 2235 2332 240.7 240.7 2416 2386 2366 2404 238.0
Consumer finished goods less foods ....................... 208.2 247.9 267.3 271.7 2761 2761 277.0 2771 277.5
Beverages, alcoholic ................coiiiiiiiiiiii. . 161.4 1756 1852 1864 1881 1889 1895 1900 191.1
Soft ArinKS ..ot e e 2271 259.1 290.8 290.8 290.8 294.6 295.7 2985 297.5
Apparel ... e e e e 160.4 1722 1793 180.1 1821 1824 1850 1862 186.5
Footwear ......coviii i e i e e 218.0 2332 240.8 2405 2411 2411 241.0 2419 2423
Tobacco products ........ccviiiiiiiiiiii 217.7 145.5 2553 2554 268.4 268.4 2684 2685 268.6
Intermediate materials® ........ ... ... . i i 2428 2802 297.8 3020 3058 3066 307.1 3086 309.9
Materials for food manufacturing .......................... 2236 2637 273.8 2675 2631 2603 2639 2626 261.7
FloUr e 1720 187.6 1961 1932 1953 1943 1938 1902 1894
Refined sugars ... .ot e 119.3 2105 2194 2004 1881 171.7 1819 1624 165.2
Crude vegetable oils ...........ccoviiiiiiiiiiinnn... 2437 2026 187.5 191.2 1936 187.0 1864 1990 186.6
Crude materials® ........cuviiiiiiiiniiii i, 282.2 3042 3355 3342 3363 3332 3343 3362 3332
Foodstuffs and feedstuffs ............................... 247.2 259.1 267.1 2621 263.4 260.6 2642 267.0 261.8
Fruits and vegetables? ............ ... i, 229.0 2385 2704 291.6 2852 2739 2586 2650 257.3
[ - 113 T 2148 2390 267.4 261.8 2647 2577 2571 257.4 2427
Livestock ... 260.3 2527 2446 2393 2466 2518 263.0 2665 262.0
Poultry, live ... 194.3 202.1 220.8 2135 1954 2072 2100 2153 2103
Fibers, plant and animal ...................ccoiiunn.. 2099 2711 268.4 2701 2742 2583 2596 251.3 232.5
MilK o 250.1 271.2 289.5 2895 287.2 283.6 2850 2843 285.0
[ 1 E- == L 2455 2492 2964 2942 3024 301.3 291.2 2849 2897
Coffer, Green .. ..ottt e 416.2 430.3 403.0 4025 401.1 3052 2667 2614 286.9
Tobacco, leaf ........oooiiiii i 207.7 na. 2343 na. 2350 2357 2357 2475 2547
SUGAr raW CANE ...ttt ittt ittt it 209.8 413.0 366.1 3180 2749 2242 2626 271.5 2539
All commodities .....vviii it 235.6 2686 2869 290.3 2934 2937 2945 2960 296.2
Industrial commodities . ........ ... i 236.5 2745 2948 2996 3035 3041 3047 3060 307.0
Al f00dS” Lo 266.3 2445 2539 2532 251.6 250.3 2522 2555 2583.7
Farm products and processed foods and feeds ............. 229.8 2446 2549 2535 2536 2526 2541 2566 253.9
Farm products ...t i 241.4 2493 2623 2607 263.3 259.5 2603 2631 257.8
Processed foods and feeds .................c.ciiiiinn.. 2225 241.0 250.0 2485 247.6 2480 249.7 2521 250.7
Cereal and bakery products ........................... 210.3 2359 251.7 2522 2539 2551 2560 2572 256.6
Sugar and confectionery .............. i, 2147 3212 3247 3020 2845 2653 277.6 2698 269.1
BeVerages ... ..t e 210.7 2324 2422 2454 246.0 2450 2455 2463 2463

‘Commodities ready for sale to ultimate consumer. *Products entering market for the first time which have not been manufactured at that point.

2Fresh and dried. ’Includes all processed food (except soft drinks, alcoholic beverages, and manufactured

*Consumer-size packages, Dec. 1977 = 100. animal feeds) plus eggs and fresh and dried fruits and vegetables.

‘Commodities requiring further processing to become finished goods. n.a. = not available.
SFor use in food manufacturing.
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Per Capita Food Consumption Index’

1960 1970 1974 1975 1976 1977 1978 1979% 1980

1967 = 100
Meat, poultry,and fish ...... ... .o i, 90.2 104.8 1059 1029 1097 1093 107.2 1061 1083
Meat ... e e e e 91.9 1040 1046 101.2 1079 107.0 103.0 1004 1028
POURIY i e e 75.6 107.5 1111 109.2 1166 1201 1258 1365 138.2
Fish o e e 97.0 110.6 1146 1146 121.7 1203 1271 1243 1234
[=o T L 104.2 97.0 89.9 87.2 85.3 84.8 86.7 88.2 87.0
Dairy products® ... ... . 104.3 99.3 99.6 1003 1022 101.7 1022 101.8 98.9
Fatsand oils . ... 9.9 1059 1049 1055 1098 1060 1095 113.0 NA
Animai* 120.0 88.0 75.0 67.7 63.7 64.8 65.7 70.1 NA
Vegetable ....... ... 79.9 119.0 1268 1333 1437 1363 1416 1446 NA
Fruitss .. e 107.0 102.0 991 107.7 1088 107.0 1049 107.5 108.1
Fresh .o e e 115.2 100.8 97.2 1046 1067 1040 103.4 1058 1071
Processed ...... ...t e e 9.6 1035 1015 1117 111.5 1108 1068 109.7 109.8
Vegetablest ... ... e 98.4 102.0 1044 1034 105.0 1041 1046 106.7 NA
Fresh o e 106.5 100.6 101.3 100.7 1064 100.5 1022 103.1 NA
Processed ................................................ 84.3 1004 109.8 108.1 111.4 1105 108.7 113.0 NA
Potatoes and sweet potatoes ............. .ottt 946 107.8 1039 1087 107.3 1136 1147 120.1 NA
Fresh ..o e 134.0 94.8 80.1 90.8 85.2 88.9 80.8 87.9 NA
Processed ... 58.4 1197 1258 1252 127.7 1344 1459 1495 NA
Beans, peas, and NUES . ...ttt 95.8 98.1 102.9 106.5 104.1 101.8 106.8 111.5 NA
Flour and cereal products ...............ccoiiiiiiinniennnnnnn 102.5 97.8 99.1 102.0 1048 1023 1014 1058 NA
£ T - T 95.3 1063 1075 1042 110.8 1140 1139 1170 114.3
Coffee, tea, and cocoa ............ccviiiiiiiiiiiiiinninn.. 97.7 93.4 95.3 89.1 93.8 77.5 79.1 84.4 83.1
Total food ... o e 97.3 1023 1024 1019 1057 1048 104.4 105.7 NA
Animal products ... e 96.3 1020 101.7 995 103.8 1035 1025 102.0 NA
Plant products’ ... .. 98.5 1026 1032 1046 107.8 1061 1065 109.8 NA
Civilian consumption only. Quantities of individual foods are combined in terms of 1967-69 ‘Includes butter.
retail prices. Sincludes melons and baby food.
#Preliminary. sExcludes soup, baby food, dry beans and peas, potatoes, and sweet potatoes.
3Excludes butter. "Includes melons, nuts, soup, and baby food in addition to groups shown separately.

Selected Livestock Products: Per Capita Consumption Indexes, Quarterly’

1979 1980
1967 = 100
I 1l i\ | i i v
Meat 98.4 99.1 104.8 102.2 102.2 100.3 101.4
Poultry 135.3 137.6 149.8 131.0 135.7 135.2 147.2
Eggs 89.4 90.4 93.4 91.4 87.5 88.5 91.4
Total 101.7 102.6 108.8 104.3 104.4 102.4 107.3

'Civilian consumption. Retail weight equivalent. Meat includes beef, pork, veal, lamb and
mutton. Poultry includes chicken and and turkey. All data are preliminary.
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Civilian Per Capita Consumption of Major Food Commodities (retail weight)'

1960 1970 1974 1975 1976 1977 1978 19792  1980?

Pounds
Meats 1341 1514 1525 1455 1554 154.7 1493 147.1 150.1

Beef 64.3 84.1 86.4 88.9 95.7 93.2 88.8 79.6 78.1

Veal 5.2 2.4 1.9 3.6 3.3 3.2 2.5 1.6 1.5

Lamb and mutton 4.3 2.9 2.0 1.8 1.8 1.6 1.5 1.3 1.5

Pork 60.3 62.0 62.2 51.2 54.6 56.7 56.5 64.6 69.1

Fish (edible weight) 10.3 11.8 12.2 12.3 13.1 12.9 13.6 13.3 13.2
Poultry products:

Eggs 42.4 39.5 36.6 354 34.7 34.5 35.3 35.8 35.4

Chicken (ready-to-cook) 27.8 40.5 41.1 40.6 43.3 44.9 47.5 51.5 51.2

Turkey (ready-to-cook) 6.2 8.0 8.9 8.6 9.2 9.3 9.3 101 11.0

Dairy products:

Cheese 8.3 11.4 14.6 14.5 15.8 16.4 17.0 17.6 17.9

Condensed and evaporated milk 13.7 7.1 5.6 5.0 5.0 4.5 41 4.2 4.1

Fluid milk and cream (product weight) 321.0 296.0 288.0 2911 2920 2884 2867 2832 NA

Ice cream (product weight) 18.3 17.7 17.5 18.6 18.1 17.8 17.8 17.5 17.8

Fats and oils—total fat content 45.3 53.0 53.2 53.5 56.0 54.5 56.2 57.7 NA

Butter (actual weight) 7.5 5.3 4.6 4.8 4.4 4.3 4.5 4.6 4.6

Margarine (actual weight) 9.4 11.0 11.3 11.2 12.2 11.6 11.4 11.5 NA

Lard 7.6 4.7 3.2 3.0 2.7 2.3 2.2 2.s6 NA

Shortening 12.6 17.3 17.0 17.3 18.1 17.5 18.2 18.0 NA

Other edible fats and oils 11.5 18.2 20.3 20.3 22.0 21.6 22.6 23.1 NA

Fruits:

Fresh 90.0 79.4 76.6 81.3 83.7 80.3 80.4 81.3 NA
Citrus 32.5 28.0 26.9 28.7 28.5 25.9 26.2 24.0 NA
Noncitrus 57.5 51.4 49.7 52.6 55.2 54.4 54.2 57.3 NA

Processed

Canned fruit 22.6 23.3 19.6 19.4 19.2 19.9 19.1 19.4 NA

Canned juice 13.0 14.5 13.2 14.8 14.8 13.9 16.8 17.3 NA

Frozen (including juices) 9.2 9.3 12.1 14.2 13.8 14.0 12.6 12.3 NA

Chilled citrus juices 2.1 4.7 5.2 5.7 6.2 5.8 6.2 5.6 NA

Dried 3.1 2.7 2.4 3.0 2.6 2.5 22 3.1 NA

Vegetables:

Fresh? 96.0 91.0 92.3 91.2 92.4 90.5 92.2 94.2 NA

Canned 45.7 52.9 56.9 55.1 55.7 55.9 54.2 55.7 NA

Frozen (excluding potatoes) 6.9 9.6 10.1 9.6 10.2 10.3 10.9 11.5 NA

Potatoes* 87.9 74.9 67.9 74.5 70.3 75.3 70.6 75.0 NA

Sweet potatoes* 6.4 5.1 4.9 4.9 4.8 4.5 4.9 5.1 NA

Grains:
Wheat flours 1180 111.0 1120 116.0 1200 117.0 117.0 1200 NA
Rice 6.1 6.7 7.6 7.7 7.2 7.6 5.8 9.2 NA
Other:
‘Coffee 11.6 10.4 9.7 9.3 9.5 7.1 8.0 8.7 8.0

Tea .6 7 .8 .8 .8 .8 .8 .8 .8

Cocoa 2.9 3.1 3.0 2.6 3.0 2.6 2.6 2.6 2.6

Peanuts (shelled) 4.9 5.9 6.4 6.5 6.3 6.4 6.9 7.1 NA

Dry edible beans 7.3 5.9 6.7 6.5 6.2 6.1 5.9 6.4 NA

Melons 23.2 21.2 17.1 17.3 18.6 19.3 20.3 19.5 NA

Sugar refined 97.4 101.8 96.5 90.2 94.6 95.7 93.1 91.1 85.6

'Quantity in pounds, retail weight uniess otherwise shown. Data on calendar year basis except ‘Including fresh equivalent of processed.

for dried fruits, fresh citrus fruits, peanuts, and rice which are on a crop-year basis. *White, whole wheat, and semolina flour including use in bakery products.
2Preliminary.

Note : Historical consumption and supply-utilization data for food may be found in Food Con-
sumption, Prices, and Expenditures. Statistical Bulletin 656. USDA.

U.S. GOVERNMENT PRINTING OFFICE: 1981-360-932:EMS-1019
40 Natlonal Food Review

3Commercial production for sale as fresh produce.



Market Basket of Farm Foods

Annual 1979 1980
1980 11 v | I} 11 v | 1l
Market basket:’
Retail cost (1967 = 100) 238.8 224.3 2253 229.8 233.7 242.7 249.2 253.9 255.3
Farm value (1967 = 100) 240.3 223.4 225.3 227.2 226.7 253.9 255.7 249.3 246.4
Farm-retail spread (1967 = 100) 238.0 224.8 225.3 231.3 237.8 236.2 2453 256.6 260.5
Farm value/retail cost (%) 37.2 36.9 37.0 36.6 35.9 38.7 38.0 36.3 36.1
Meat Products:
Retail cost (1967 = 100) 248.8 241.3 239.4 224.6 240.0 250.7 259.9 256.8 252.5
Farm value (1967 = 100) 234.0 222.8 223.5 230.1 215.8 248.6 244.7 228.5 232.3
Farm-retail spread (1967 = 100) 266.1 263.0 258.1 261.6 268.2 253.2 277.7 290.1 276.2
Farm value/retail cost (%) 50.7 49.8 50.4 50.7 48.5 53.5 50.8 47.9 49.6
Dairy products:
Retail cost (1967 = 100) 227.4 208.7 215.4 219.4 225.3 229.6 235.4 241.6 243.7
Farm value (1967 = 100) 254.9 2371 245.2 2441 251.1 258.0 267.5 271.9 271.5
Farm-retail spread (1967 = 100) 203.5 184.0 189.4 197.9 202.7 204.9 207.3 215.2 219.4
Farm value/retail cost (%) 52.2 52.9 53.0 51.8 52.0 52.3 52.9 52.4 51.9
Poultry:
Retail cost (1967 = 100) 190.8 179.4 172.7 183.7 177.2 196.9 205.3 202.6 196.1
Farm value (1967 = 100) 211.7 181.6 186.0 193.5 181.4 214.7 234.4 227.4 2134
Farm-retail spread (1967 = 100) 170.5 177.2 159.9 174.2 173.1 153.5 1771 178.5 179.3
Farm value/retail cost (%) 54.6 49.8 53.0 51.8 50.4 60.4 56.2 55.2 53.5
Eggs:
Retail cost (1967 = 100) 169.7 166.1 172.4 166.6 152.5 170.8 189.0 186.3 175.6
Farm value (1967 = 100) 190.9 189.6 200.5 181.6 162.5 198.7 220.5 208.4 200.4
Farm-retail spread (1967 = 100) 139.2 132.2 131.7 145.0 138.0 130.5 143.5 154.4 139
Farm value/retail cost (%) 66.5 67.5 68.8 64.4 63.0 68.8 69.0 66.1 67.4
Cereal and bakery products:
Retail cost (1967 = 100) 246.4 223.1 229.2 236.7 2441 249.1 256.0 265.0 269.9
Farm value (1967 = 100) 221.1 203.3 203.1 205.0 211.8 226.6 2421 236.6 221.4
Farm-retail spread (1967 = 100) 251.7 227.2 234.5 2431 250.8 253.8 258.9 270.8 280.0
Farm value/retail cost (%) 15.4 15.6 15.2 14.9 14.9 15.6 16.2 15.83 14.1
Fresh fruits:
Retail cost (1967 = 100) 271.8 293.9 254.8 242.3 272.4 303.6 268.8 260.1 281.5
Farm value (1967 = 100) 242.7 266.8 245.9 213.3 253.6 289.6 219.2 194.4 200.7
Farm-retail spread (1967 = 100) 284.8 306.0 258.8 255.3 280.3 309.9 291.1 289.6 317.8
Farm value/retail cost (%) 27.7 28.1 29.9 27.3 28.8 29.6 25.3 23.2 22.1
Fresh vegetables:
Retail cost (1967 = 100) 242.2 211.1 218.8 216.0 242.5 249.8 260.6 300.0 300.8
Farm value (1967 = 100) 215.8 184.7 182.8 164.7 214.0 238.9 244.5 321.7 296.9
Farm-retail spread (1967 = 100) 254.7 223.6 235.7 2401 255.8 255.0 268.2 289.8 302.6
Farm value/retail cost (%) 28.5 28.0 26.7 24.4 28.2 30.6 30.0 34.3 31.6
Processed fruits and vegetables:
Retail cost (1967 = 100) 242.5 229.2 231.1 236.0 239.7 244.6 249.5 258.0 270.7
Farm value (1967 = 100) 242.6 237.2 242.8 241.6 236.2 243.8 253.8 269.3 301.5
Farm-retail spread (1967 = 100) 242.4 227.4 228.5 234.8 240.6 244.8 248.5 255.5 263.9
Farm value/retail cost (%) 18.1 18.8 19.0 18.6 17.9 18.1 18.4 18.9 20.2
Fats and oils:
Retail cost (1967 = 100) 241.2 229.3 2324 235.6 239.3 241.6 248.5 265.5 270.1
Farm value (1967 = 100) 249.9 289.0 263.3 247.5 224.6 261.0 267.7 293.6 285.4
Farm value/retail cost (%) 237.8 206.3 220.5 230.9 244.9 234.1 241.0 254.7 264.3
Farm value/retail cost (%) 28.8 35.0 31.5 29.2 26.1 30.0 29.9 30.7 29.4

'Market basket statistics are based on the weighing structure of the Consumer Price Index for allowance for byproduct. Farm values are based on prices at first point of sale and may include
all urban consumers, (CPI-U). Retail costs are based on indexes of retail prices for domestically marketing charges such as grading and packing for some commodites. The farm-retail spread,
produced farm foods from the CPI-U published monthly by the Bureau of Labor Statistics. The the difference between the retail price and the farm value represents charges for assembling,
farm value is the payment to farmers for quantity of farm product equivalent to retail unit, less processing, transporting, and distributing these foods.
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