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Benjamin R. Bucell

Produce merchandising probably requires higher managerial skill than
any other department in the retail store. Because of the perishability of the
commodities handled, it becomes especially urgent to organize the work effi-
ciently. Centralized responsibility is, therefore, necessary to synchronize
and coordinate the ordering, storing, displaying, and selling activities in a
produce department.

Balanced procurement can be obtained by featuring at least 25 to 30
of the more than 100 commodities available during the year. Seasonal items
are generally featured to attract more shoppers into the store, thus increasing
the total volume of store sales. Large quantities of different produce items
can be easily sold by balanced sales of the five basic commodity groups com=-
prised of bananas, bunch and root vegetables, citrus fruits, other fruits, and
potatoes.

Careful planning and arrangement of the receiving room for storing
merchandise will save time, labor, and spoilage due to rough handling and
lack of rotation. Available refrigeration facilities should provide the proper
air, moisture, and temperature to maintain the top quality of fresh fruits
and vegetables. Reserve backroom and cooler stock should be kept at a min-~
imum. Unnecessary markdown and better prices result when freshness and
quality of merchandise is retained through careful receiving and storing

practices.
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Displays are planned to attract attention as well as to sell fresh, top-
quality, properly prepared produce. There are generally four types of bulk
and prepackaged displays built to promote the sale of fresh produce.

"Selective" displays are used for soft, fragile and highly perishable
items. Merchandise that is simply rolled onto a display table is known as a
"jumbled” display. "Pyramid" displays require a great deal of valuable time
in arrangement to create a "show” effect. Rack items are usually at a "uni-
form" display height.

Several merchandising practices employed by produce managers to
stimulate increased sales of fresh fruits and vegetables are "related item"
selling, pricing all produce by weight, and selling non-produce items with
produce.

Management records are used by produce managers for control pur-
poses a guide to more profits. The records kept should be relatively simple
and inexpensive and should supply information on sales, costs, and profits.

The higher profit margins yielded by specialty items compensate for
the more difficult handling and preparation required for merchandising them.
Individual specialty items may constitute less than one percent of total pro-
duce sales, but, nevertheless, displaying them can contribute over five per-
cent of sales during the height of the season. Surveys made in eastern cities
reveal that balance, among produce items, can be achieved by featuring less

than 30 of the 125 commercially marketed fruits and vegetables. These 30
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items account for more than 90 percent of the consumer's dollar spent on
fresh produce.

Produce sales as a percent of store sales, for a cross~-section of
supermarkets throughout the country, range from 11 to 14 percent. Deter=-
mining the sales per square foot of a produce department will reveal
whether the department is bearing its share of the store expenses in propor-
tion to the space occupied and also whether the selling area is being utilized
for maximum sales.

Dollar sales per man hour are used by managers to compare the rela-
tive efficiency of labor in the various departments. Estimates of sales per
man hour may vary substantially, due in part to dif_ferences:in considering
buyer's, supervisor's, or store personnel's help when computing these figures.
A high turnover rate of produce, preferably four to six times weekly, is des-
irable if the inventory is kept large enough to provide stdck to last through the
given time period.

Three types of losses found in a produce department are visible losses
from decay and spoilage, unseen losses due to weight shrinkage, and errors
in weighing or counting, pilferage, cash register errors, and markdowns.
Losses reported by retailers from visible decay and spoilage average three
percent; the unseen losses for a year's operation average two percent and

markdown losses for year's operation should not be more than one percent.
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CHAPTER I
INTRODUCTION

The most interesting and, in many ways, the most note-
worthy large-scale development in the food field in recent
years has been the increase in dollar sales of grocery chains.
Corporate grocery chains in 1953 did 12.5 billion dollars
worth of business or 36 percent of all food sales through
retall outlets, as compared to 37 percent of all food sales
in 1933 of less than 5 billion dollars.’

In order to meet the competitive threat of corporate
chains, independent retailers have formed voluntary and co-
operative organizations. A voluntary group is a wholesaler-
sponsored organization in which the wholesaler takes the in-
itiative in bringing about a closer merchandising affiliation
with a group of retailers, while the cooperative organization
is one in which independent retailers own and operate a whole-
saling enterprise on a cooperative basis. The objective in
both types of organization is basically the same; that is, to

integrate the wholesaling and retailing functions more closely

lDipman, C. W. and Robert W. Mueller, "“How Grocery Sales

Wer§6Divided in 1953." Progressive Grocer. 33:3, March, 1953,
po .
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and to provide the independent grocer with the advantages of

large-scale buying and wholesaling operations.2

Objectives

There are relatively few retailer-owned produce coopera-
tives in the food trade and the best available trade informa-
tion indicates that there are not more than a dozen in opera-
tion today. The principal reasons for this small number has
been generally due to inefficient management and internal dis-
agreement among the members of such organizations.

Since these cooperatives are rather rare, and because of
the writer's interest in retail produce operations, the objec-
tive of this study was to discover the merchandising practices
employed by a produce cooperative and its member stores.

The reasons for selecting Grand Rapids Produce, Incorpo-
rated, as the example of a cooperative to be studied are: (1)
that it has operated successfully for nearly 20 years; and (2)
they are testing a merchandising plan which has recently begun.
No detailed evaluation of the merchandising plan was attempted
because of the short time it has been in effect. 1In this study
the produce operation of two of the seven member stores now
using the merchandising plan are compared with two member

stores not in the program.

2Hoffman, A. C. Large-scale organization in the food in-
dustries. Temporary National Committee. 76th Congress, 3d
Session. Washington, D. C., Monograph Number 35, 1940, p. 9.



Procedures

Selection of storegs. The limited time available for col-
lection of field data made it necessary to select a minimum
number of representative stores included in the membership of
the Grand Rapids Produce, Incorporated. In order to indicate
the effectiveness of the merchandising plan developed by the
cooperative, two of the stores were selected from the group
of seven stores operating under the plan, while the other two
in the sample were not participating in that project. Since
all four stores have a quite similar type of clientele, it
seemed desirable to include stores of different sales volume,

One of the two member stores participating in the produce
merchandising plan is of medium size, while the other is a
large supermarket comparable in size with the supermarket
studied that is not in the plan. The fourth store is the
smallest in weekly sales. The produce merchandising prac-
tices in these four representative member stores generally
have used accepted standards for successful produce depart-
ments throughout the grocery industry.

Sources of data. Information was obtained from the co-
operative organization and the four member stores during the
period from January to June, 195%. Data were obtained by in-
terviews, personal observation, and from store records. In-
terviews were held with (1) the manager and other personnel
at the cooperative warehouse, (2) the produce supervisor and

personnel of the company operating two of the seven stores in



the merchandising plan, (3) the owner-managers of the two
member stores not in the cooperative merchandising plan, and
(4) the produce managers and clerks in all four stores. Fur-
ther information was obtained from a variety of secondary
sources including books, state and federal research bulletins,
trade publications, and magazine articles that are cited in
the text.

Sequence of pregsentation. 1In order to understand more
fully the reasons for the produce merchandising methods used
at the store level, it 1s necessary to know how the commodi-
ties are bought, handled, and distributed by the cooperative
warehouse, The sequence of presentation in this study, there-
fore, begins with the organization of the cooperative group,
followed by a description of the produce operations at the
warehouse level. The four stores included in the study are
then described briefly, followed by a discussion‘of the pro-
duce personnel, facilities, and operating methods in each
store. The basic principles of successful retail produce
merchandising are presented in the closing chapter of the
study, together with a discussion of several standards by
which the efficiency of the produce department can be meas-
ured. The body of the text is followed by the summary and

list of references cited.



CHAPTER II
CORPORATE AND FINANCIAL STRUCTURE

Organization History

Events leading to its organization. In 1936, Produce
Department, Incorporated was organized by a number of inde-
prendent grocers in western Michigan so they could compete
more effectively with the national chains in their produce
business. The national chains had a decided advantage due
to large scale purchases and the nature of their buying or-
ganization. Retail prices in the chain store supermarkets,
therefore, were lower over-all than in independent stores.
The cooperative group was formed to permit large volume buy-
ing on a collective basis. The name of the organization was
changed from Produce Department, Incorporated, to Grand Rapids
Produce, Incorporated, in March, 1954, because people trans-
acting business with the cooperative were confused at not
finding the name of a person, city, or town before or after
the name Produce Department, Incorporated. Another reason 1is
to adapt their corporate structure as fully as possible to
future changes in legislation affecting cooperatives of this
type.

Corporate structure and financial plan. The Grand Rapids

Produce, Incorporated, is a cooperative corporation for profit



organized under Michigan Act Number 327, Public Acts, 1931,
as amended. Only member stores may purchase from the cooper-
ative. At the time of its organization in 1936, independent
grocers wishing to become members purchased one $50 share of
stock for each store owned. Shares of stock are non-trans-
ferable and redeemable only at face value. |

To handle the increased volume of business, the Board of
Directors in 1945 issued enough additional stock to permit
each member store to purchase three more shares at $50 each.
The proceeds of the sale of this stock were used to finance
construction of the present warehouse.

The reserves set aside for future emergencies or contin-
gencles are based on the volume of sales and net profits over
the years. Since 1945, the annual amounts added to the re-
serves has varied from one-tenth of one percent to one-half
of one percent of the yearly net profit., The directors may
use money from the reserve fund for patronage rebates, but
only in the form of stock dividends. A reserve surplus fund
of $130,000 in June, 1954, brought the book value to $148 per
share. The par value of all stock outstanding in June, 1954,
representing the entire investment of member stores, was

$63,000.
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Membership. New members may join the group if they meet

the qualifications of a retail outlet, post $200 for the pur-
chase of, and as a deposit for, four shares of stock, and if
approved by the Board of Directors. Members are extended cred-
it for one week, and one or more shares of the member's stocks
may be repossessed by the cooperative in payment for unpaid
purchases. There are no restrictions on the size or type of
grocery store an owner has when applying for membership. Upon
leaving the group, members turn in their four shares of stock
redeemable at face value.

Net profits of the cooperative, after deductions for de-
ﬁreciation and reserve, are returned to the members as patron-
age rebates or dividends. Patronage rebates are declared
yearly by the Board of Directors at the meeting held at the
end of the fiscal year on March 31st. During the past ten
years these patronage rebates have amounted to one-half to
one and one-half percent of the stockholders' yearly pur-
chases. This is often a sizable amount and tends to encour-
age stockholders to purchase their needs from the cooperative.

Grand Rapids Produce, Incorporated, serves more than 300
stores distributed through western Michigan as shown in Figure
I. The most distant store, in Petoskey, is 200 miles from
Grand Rapids. It is unprofitable to serve stores beyond the
trade area shown in Figure I because of competition from

closer sources of supply in Detroit, Flint, and Bay City.
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Trade affiliations. Grand Rapids Produce, Incorporated,
is a member of the United Fresh Fruit and Vegetable Associ-
ation and participates in its United Merchandising Institute.
The Service Wholesale Division of the Association offers com-
petent consulting assistance to its members on such manage-
ment problems as procurement, labor relations, warehouse and
store layout, facilities, and operating costs.

The United Fresh Fruit and Vegetable Association, with
headquarters 1in Washington, D. C., is one of several trade
associations that keep a close check on federal and state
legislation and regulations affecting the produce industry.
The legal staff of the Association is available for consul-
tation on legal phases of employer-union controversies.

The United Merchandising Institute offers, on request
and free of charge, a one-week merchandising school or clin-
ic for the merchandiser-salesmen of memﬁer firms. Members
also receive periodical newsletters, bulletins, and other
current trade information.

Another valuable Institute service is a one-day basic
and a one-day advanced training school in produce merchan-
dising for the produce personnel of the customers of its
member firms, or the member stores of a cooperative group
having membership in the Institute. These training schools
are Jjointly financed by the United States Department of Agri-
culture, the Institute, and the member firms who participate.

The produce clerks who attend receive information and practice
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in buying, receiving, handling, preparation of produce for
display, prepackaging, care of the produce rack, promotional
merchandising, and other phases of retail store produce oper-

ations.

The annual membership fee in the Association amounts to

$450 for Grand Rapids Produce, Incorporated.



CHAPTER III
PRODUCE OPERATION AT THE WAREHOUSE

Organization

Personpel. The manager of the cooperative and another
buyer order from $75,000 to $80,000 of produce weekly in car-
lot, less-than-carlot, trucklot, and 1ess-fhan-trucklot quan-
tities. In addition, one of the four merchandiser-salesmen
(a "second buyer") buys an average of $12,000 of produce week-
ly from local farmers who deliver at the warehouse every
afternoon. There are six office women who handle billing,
correspondence, and bookkeeping. The warehouse personnel
consist of a day and a night foreman and 17 employees. Of
this number, seven work during the day and the remaining ten
at night. Of the day crew, six also deliver to stores within
the city in addition to their warehouse duties.

Facilities. Office equipment consists of four adding
machines, one billing machine, two calculators, three comp-
tometers, eight telephones, three typewriters, one mimeograph
machine, and a postage stamp meter. The perishability of pro-
duce emphasizes the time factor as an extremely important con-
sideration in purchasing. Since market prices fluctuate from
hour to hour, the company relies solely upon the telephone as
the quickest means of communication and does not use teletype

equipment.
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The 120 by 160 foot warehouse was completed in 1947 at
a cost of $250,000. A vwet room, or box, with 1,800 square
feet of floor space and a capacity of three carlots, occupies
part of the rear of the warehouse. The temperature is held
at 35° F., with a relative humidity of 100 percent. Next to
this is a dry room, or box, of 1,800 square feet in area which
is used for citrus fruits and other items, such as dates and
figs, that require a relative humidity of 100 percent and a
temperature of 43° F, Common storage is available in the
basement for dried fruits, nuts, and potatoes and for general
storage. A single-track railroad siding allows four cars on
the siding with four more cars held ready for switching after
cars are unloaded.

™o fork-1lift trucks, costing $4,000 each, reduce manual
labor in warehouse operations. Short trips throughout the
warehouse require charging the fork-lift batteries every night.
A "Floorveyor," manufactured by the Rapid Standard Company at
a cost of $H,000 and used here for the first time, has 90 feet
of movable track with 133 feet of reversible belt., There are
also six four-wheel handjpulled flat trucks to place incoming
receipts into storage rooms.

Approximately 80 feet of the warehouse loading platform
is divided into eight stalls for incoming trucklot receipts.
The remaining 40 feet of this platform are used for less-than-

trucklot receipts and deliveries by local growers. Incoming

produce arrives during the day only because the truck stalls
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are used at night for loading trucks for store deliveries.
The cooperative owns six trucks for local deliveries in
Grand Rapids. Deliveries beyond city limits are made in
eight leased semi-trailers. One advantage of leasing semi-
trailers is the avoidance of high maintenance and repair
costs of the tractors. Another advantage i1s the convenience

and flexibility of renting additional equipment when needed.

Operating Methods

Procurement. Merchandise 1s bought through local and
distant brokers, direct from shippers or local farmers, and
from on-the-ground buyers who travel from area to area as
the seasons advance.

Daily market news information is obtalned primarily by
daily direct telephone contact with reputable brokers and
shippers. Additional information regarding available supplies,
appearance, quality, and weather is received from California
by Airgram from Carlot Distributing Company. The Chicago
Fruit and Vegetable Reporter and the dailly reports recelved
from the Unitéd States Department of Agriculture Market News
Service supply further information.

Quality standards are maintained by specifying federal
grades, whenever possible, or rejecting all receipts that do
not meet the desired standards of quality.

Purchases are based upon past experience and current

orders for the different commodities handled in order to
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assure a continuous incoming supply to match the demand of
member stores. Incoming receipts are listed on cards in a
file designating the commodity, date of arrival, price quoted,
and quantity ordered.

The daily warehouse inventory is taken at 5:00 a.m. by
one of the buyers after all delivery trucks have been dis-
patched. This inventory helps the buyer to adjust his order
accordingly. For example, ;f it takes seven days for a car-
lot of lettuce to arrive from California, a two-day supply of
lettuce is kept on hand., Should the inventory reveal only an
one-day supply of lettuce and the incoming receipt card for
lettuce indicates a two-day period before arrival, the buyer
can 1mmed1a£e1y locate an one-day supply to fill store orders
until the carlot of lettuce arrives.

Unless an item is in short supply, all merchandise 1is
bought on an "approval arrival" and a "price arrival* basis.
If the price has risen greatly from the quotation received at
the time the order was placed, or quality is poorer than in-
dicated earlier, the entire shipment can be rejected.

Frequent early morning trips to the nearby Grand Rapids
Wholesale Farmers' Market are made by the two buyers to check
on the market situation locally. Information obtained in this
way aids in buying from distant brokers and shippers. A week-
ly trip, on Wednesday, to the Chicago market also acts as a
guide in buying that day and for the next few days.
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Beceiving. The condition and quality of all incoming
merchandise is checked by either the manager or the other
buyer. Billings are compared with incoming receipt cards
for earlier price quotations and quantity. The "second buyer"
1s responsible for all commodities bought from local growers.
Prices for local afternoon deliveries are determined by the
manager on the basis of market quotations that morniﬁg.

Handling. All merchandise received is code dated when-
ever possible for identification and rotation purposes.
Shrinkage and spollage losses at the warehouse through this
system have been kept down to one-tenth of one percent of
sales, or approximately $500 per month.

Unloading of carlots and trucklots is'expedited by pal-
letizing all skid loads and having a fork-lift truck place
commodities in either dry or wet storage. The "floorveyor"
is another mechanical aid used in unloading cars and trucks
quickly with a minimum of handling. With the “floorveyor"
in position behind the open doors, produce packages are un-
loaded from cars and trucks onto the conveyor belt. At the
end of the belt, four-wheel trucks carry the merchandise the
remaining distance into the dry or wet rooms.'

When there is no stock of some item already on hand, the
incoming merchandise needed for that night's store deliveries
is left on the warehouse floor rather than being placed in

storage.
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Pistributing. Produce distribution begins about 5:00
p.m. when the fork-lift driver checks the recapitulated mas-
ter order form. Merchandise for that night's deliveries is
placed on both sides of the "floorveyor" in the same sequence
as listed on the order form. Loading starts about 6:00 p.m.,
beginning with orders from the most distant stores. Trucks
leave throughout the night to arrive at stores at a scheduled
time, usually before the store opens for business.

Five men are needed to load each store order. One man
calls out the items needed from the order form. Two order
pickers, one working on each side of the "floorveyor", locate
those items on the floor and place them on the moving belt.
Iwo men at the end of the conveyor belt, which extends into
the truck, then complete the loading. This mechanical loader
greatly increases the labor efficiency of the loading crew by
saving steps and reducing fatigue.

Deliveries are made Monday through Saturday. Member
stores are divided into ten truck routes, or runs, and receive
elther one, two, or three store deliveries a week., Only stores
in Grand Raplds receive a daily delivery. Each of the ten
truck runs involves store deliveries in several cities.

The tourist trade causes some seasonal problems. For ex-
ample, during the summer, vacationers on Beaver Island make
three deliveries a week necessary. Merchandise is left at

the Charlevoix dock to be ferried across to Beaver Island.

Weekly winter deliveries are costly, since they are small,
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but the summer sales volume makes this a profitable business
for the year as a whole.

Two situations méke it difficult to keep store deliver-
ies on schedule., Deliveries are sometimes delayed because a
store owner is not there when the truck arrives. Many mem-
bers cooperate by leaving a key so the truck driver can put
the produce in the store or in an enclosed area back of the
store. Stormy weather is another factor that often delays
deliveries. |

Merchandiging and selling. There are four merchandiser-
salesmen at the warehouse that telephone and take orders from
members whether or not they are in the merchandiéing plan,
These merchandisers or telephone salesmen also aid in build-
ing large displays with descriptive material received from
the produce trade. During National Apple Week the Michigan
State and Washington State Apple Commissions furnish colorful
display material. The California Fruit Growers Exchange and
the Florida Citrus Commission also furnish window banners,
recipes, talking signs, and posters to promote sales of their
commodities.

- Emphasis is placed on building larger displays of items
carrying a higher margin rather than the advertised leaders.
Loss leaders require less merchandising effort because the
price 1s a sufficient incentive for maximum sales. Recom-
mended arrangements of rack displays, location of floor dis-

plays, size and number of units to prepackage are typical
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suggestions by the salesmen to the member produce managers
when visiting the stores.

Before they begin thelir work, the four merchandiser-
salesmgp check the daily 5:00 a.m. inventory plus the incom-
ing receipt cards., They can thus tell how many units of each
commodity can be sold that day. During the day a record of
all items sold over the telephone is placed on an order form,
and at 4300 p.m. the order forms are consolidated onto a mas-
ter order form and given to the night foremén. He can then
begin loading operations. Past experience acts as a guide in
estimating the units that city stores will order after 4:00
p.m.

At scheduled times the four merchandiser-salesmen begin
calling stores in Atwood, Boyne City, Petoskey, and others on
the "Far North" run. Phone calling begins at 1:30 p.m. in
order to begin calling stores in Grand Rapids by 4:00 p.m.
City calls are usually completed by 6:00 p.m. Orders received
during the day are delivered befbre the store opens the fol-
lowing morning.

Members prefer speaking to salesmen rather than mailing
in their order form. Information supplied to members regard-
ing condition, price, and quality builds good will and helps
to realize maximum sales and profits. For example, such in-
formation might be that three tomatoes packaged in Indiana
are a better buy today than the previous purchase of four

tomatoes packaged at Detroit. Hot weather in May of this
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year caused strawberries to lose their "bloom," or color.
Later, heavy rainfalls in June caused the strawberries to be
sandy and unprofitable to handle,

The salesmen develop considerable skill in adjusting
supply and demand by suggesting additional items than those
ordered by a member, or allocating scarce commodities by
scaling down individual orders. These efforts to balance
the available supply with current demand, and to realize the
largest total sales without overloading individual stores,
are further aided by the fact that the buyers keep the sales-
men informed of any developing shortages in inventories or
expected feceipts.

From January, 1943, to August, 1953, member stores were
quoted prices and pald three to five percent of sales as a
transportation charge. Members objected strongly to this
practice, which in many instances did not cover delivery
costs to distant stores. In August, 1953, the three to five
percent transportation charge was eliminated but is now in-
cluded in the price quoted by salesmen,

Store orders taken over the telephone are unit priced
and prepared in triplicate. Two copies go to the office and
the third to the night foremen. One office copy is sent to
the stores when they are billed for the week's purchases and
the other copy 1s kept on file for reference as a permanent

record of the store's purchases, After the store's order has
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been filled, the night foreman's copy is given to the driver
to be left with the delivered merchandise.

Produce managers at member stores can then compare the
dally order forms for that week with the weekly statement and
attached duplicate copies received from the office. Discrep-
ancies between daily order forms left with delivered merchan-
dise and duplicate copies from the office are settled as quick-
ly as possible. The usual procedure is for produce managers
to let the salesmen know, the next time he is called, if there
was a shortage or overage and if the price quoted over the
telephone was different than that placed on the order form.

Prices quoted members are set by the manager and reported
to the telephone merchandiser-salesmen after considering mar-
ket demand, prices, and supply. Produce is priced in cents
per unit rather than a certain fixed percentage above cost
with a margin sufficient to cover operating expenses.

The reason 1s that Grand Rapids Produce, Incorporated,
finds 1t easier to keep retail prices more uniform in the
member stores this way than by using a flat percentage mark-
up. Table 1 illustrates how this plan works. For example,
if the cost of lettuce to the warehouse were to rise from
$3.50 to $5.00 per crate, (line 1 to line 2) a fixed ten per-
cent markup would change the cost to the retailer from $3.85
to $5.50, an increase of $1.65. Under the method used by the

cooperative, the markup in cents per crate is increased less

than proportionately to the rise in cost to the warehouse.
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This is done to reduce consumer resistance to steep price
increases. In the example given, the markup in cents was
50 cents per crate when the cost was $3.50, or 14 percent
(1ine 1). . This can be compared with a markup of 25 cents
when the cost was §5.00 (line 2), or five percent, an in-
crease of only $1.25. By accepting a $1.25 markup compared
to the $1.65 markup earlier, the céoperative seeks to keep
consumer purchases of the commodity more uniform in volume.

Similarly, if the cost to the cooperative falls to

$3.00 per crate (line 3), it becomes possible to recover
this previous loss in markup by using a markup of 70 cents
a crate, or 23 1/3 percent, which would offset the earlier
40 cents loss and still yield the "normal® markup of ten

percent or 30 cents.

TABLE 1

WHOLESALE PRICING OF LETTUCE ON A CENTS BASIS TO
STABILIZE RETAIL PRICE FLUCTUATIONS

Line $ Cogt-per package Priced at Loi PEriced in cents

(1) 3.50 3.85 4,00
(2) 5.00 5.50 5.25

(3) 3.00 3.30 3.70

Three price zones have been established to provide more
convenient and equitable transportation charges among the
stores. Zone one is within Grand Rapids, zone two up to 60

miles from the warehouse, and zone three over 60 miles.
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Retail pricing. Until October, 1948, members in the
group received a weekly bulletin on Fridays suggesting re-
tail prices to charge the following week. A daily suggested
rétail price list was also sent with deliveries showing mark-
up percentages receilved if the list was adhered to. This
proved unsatisfactory because competing stores would get ac-
cess to the list and adjust their prices accordingly. Another
reason for discontinuing this service was that retailers re-
celving two orders a week were not able to change prices to
their advantage. If a price change took effect after the
first delivery, the retailers could do nothing until they
received their next order.

At present the cooperative sends a weekly bulletin to
stores showing several items to feature in their produce de-
partment for the week. The items are accompanied with a sug-
gested retall price and the markup percentage at that price.
Prompt deliveries of these weekly feature items, and satis-
factory adjustment and allowances, are services offered mem-
bers by the cooperative.

erchandi . In 1953 the cooperatiﬁe manager
felt that if certaln services were offered to member stores,
through a produce merchandising agreement, it would be of
mutual benefit. The first such agreement was verbally made
in October, 1953, with a member who operates seven stores in
Grand Rapids. A written agreement was originally proposed

for 120 days, but both parties decided it was too long a
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time to be bound by an agreement that might prove to be im-

practical from the start.

The primary purpose was to test the plan., If the agree-

ment led to more successful produce operations in these stores,

the cooperative could induce other members to adopt the program.

As the success of the program became more evident, it was hoped

that most of the members would actively participate. The more

specific objectives of this merchandising agreement ares

1.

3.

5e

To help evaluate the facilities and operating methods
of the member store and thus indicate ways to in-
crease the net profits of its produce department.
To increase the efficiency of both the cooperative
and the member store through centralized buying of
all produce and more accurate estimates of produce
requirements in the immediate future.

To increase or stabilize turnover rate through de-
liveries of fresher produce.

To reduce costs at the warehouse level through
larger volume and more accurately forecast sales
estimates,

To permit member stores to compete more effectively

with corporate chains.
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Provisions of the agreement: The cooperative assumes
the following seven obligations as its part of the agreement.

"]l. Supply you with a variety of fresh fruits and veg-
etables in the best quality available.

2. Make available a competent staff of merchandisers
" who will assist you with produce department records,
promotional plans, displays, preparation, and gen-
eral care of merchandise.

3. Furnish you with suggested retail prices which if
followed properly will allow you to operate your
produce department at a profit and at the same
time be competitive.

4. Supply you with weekly gross profit figures which
are based on suggested retail selling prices.

5. Offer you a choice of three week-end special or
feature items which will have advertising and
merchandising appeal as well as offer a genuine
value to your customers.

6. Make services available to you which will include
display ideas, bulletins, materials for promotions,
point-of-sale material record forms and a planned
weekly produce merch &ising program,

7. Furnish you with continuous 'in thé store!' training
for your produce personnel in the preparation, dis-
play care, and packaging of fresh fruits and veg-
etables."

Members who wish to enter into the agreement are re-
quested to observe the seven rules listed below as part of
their agreement., Strict adherence is necessary to have a
mutually successful merchandising agreement.

"]1. Purchase 100 percent of your fresh fruit and veg-
etable requirements through Produce Department,
Incorporated.

2. Accept and follow the suggested retail prices as
offered by Produce Department, Incorporated.
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3. Make full time produce personnel responsible for the
operation of the produce department in your store.

4, Furnish Produce Department, Incorporated, with the
required information and records as needed.

5. Supply the proper equipment and display space needed
for the produce department in your store.

6. Follow suggested 'tie-in' and ‘'promotional items' as
offered to you by Produce Department, Incorporated.

7. Place your order by phone or mail as pre-determined.
This order will be based on an inventory of your
display and cooler stocks."

Five basic commodity groups: As part of its obligation
under point two, the cooperative analyzes the store order form
weekly. All items carried on the order form have been broken
down into the following five basic groups of commodities, as
shown in Table 2.7 Members participating in the agreement re-
celve information showing if the items ordered in the five
basic commodity groups are or are not at the level expected
monthly, as shown in Table 3. While it is apparent that the
relative importance of the basic commodity groups varies some-
what according fo the season of the year, the cooperative man-
ager, nevertheless, re¢ogniies the value of using this sales
distribution as a guide in the merchandising program.

Commodities ordered daily in each basic group are total-
ed veekly for control purposes at the member store. Items in
each basic group carry different markup percentages. By fea-
turing items in all the basic groups, the produce manager will

have a reasonably well-balanced produce department that
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TABLE 2
FIVE BASIC COMMODITY GROUPS

GROUP 1 Qther Fruits (Cont) Vegetables (Cont)
CIIRUS FRUIIS Peaches Mushrooms
Pineapple Onions = All kinds
Tangerines Persimmons Peppers
Tangelos Pomegranates Parsnips
Oranges - Florida Apricots Radishes
Oranges - California Cranberries Rutabagas
Grapefruit Cherries Romaine
Lemons Cocoanuts Spinach
Limes Dates Squash - All kinds
Salads - All kinds
Turnips
GROUP 1I GROUP IV Tomatoes
Vegetable QOyster
BANANAS VEGETABLES Watercress
Rhubarb
Broccoli Chives
GROUP III Beans - Green & Wax Corn
Bru:sell Sprouts G:{%ﬁ; 1
OTHER FRUIIS Beets D jee
Celery - All kinds Parsley
Avacados Cabbage Peas
Apples Carrots
Cantaloupe Cauliflower
Melons Cucumbers GROUP V
Grapes Endive
Pears Egg Plant POTATOES
Plums Escarole
Lettuce Yams

Potatoes - All kinds
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TABLE 3
DISTRIBUTION PATTERN

Showing Produce Sales Trends by Months - Percent of Each
Group to Total Produce Sales

A Reasonably Well-Balanced Produce Distribution Ratio Will
Produce the Following Percentage Trends Approximately

“Bunch ALl

Citrus Other and Root Produce
Month Fruits Bananas Fruits Vegetables Potatoes Month's Avg.
January 26% 104 11% 414 12% 100%
February 26 11 10 L0 13 100
March 25 10 11 42 12 100
April 23 9 15 41 12 100
May 20 9 20 40 11 100
June 15 10 26 38 11 100
July 1k 9 31 34 12 100
August 15 9 36 32 8 100
September 15 10 31 36 8 100
October 18 11 23 37 11 100
November 21 11 20 40 8 100
December 26 9 16 40 9 100
Year's
Average

Breakdown 20% 10% 21% 38% 114 100%



28
contributes to profitable operation and provides customers
with a wide choice of items.

The five baslic groups are used as a tool for control pur-
poses on the ordering done by the produce manager. Having
vweekly information on sales in basic groups that are below
monthly averages helps prepare for more efficient ordering
in succeeding weeks.

Table 4 shows the approximate markup percentages for
each basic group and illustrates how the store operator can
compute his probable average gross margin,

Retail pricings A dally suggested retail price list ac-
companies store deliveries. Prices on all items are deter-
mined on an over-all basis of 25 to 30 percent gross margin.
This margin has been found, in efficiently operated retail
produce departments, to produce a profitable operation. It
should be noted that this is a gross margin and includes all
fixed and operating expenses, spoilage, and other costs as
well as the net profit.

Prices charged to the stores that participate in this
agreement are five percent lower than charged to other mem-
bers. Knowledge of the store's weekly dollar ordering helps
the two produce buyers at tbe warehouse in making carlot and
trucklot purchases. Lower prices are possible because each
truck's delivery tonnage is higher, thus lowering the cost
per hundredweight for produce deliveries. Since member stores
are independently owned, they have the right to lower or railse

prices that are suggested.



TABLE L
FORMULA FOR PROFIT PLANNING
(Where Approximately 254 Gross Margin* is Desired)

Are About This

% of Total You Can Suggest
Produce Sales These Margins of
If Your Sales of Distribution Profit by Groups
Citrus Fruits Group 21% 2 % (or 21 x 2 MBe) h.Bé%
Banana Group 11% 244 (or 11 x 24 = 26 2.64%
Other Fruits Group 20% 20% (or 20 x 20 = ) 4.00%
Vegetable Group 404 314 (or 40 x 31 -12h0)12.h0%
Potato Group 84 154 (or 8 x 15 = 120) 1.20%
Total 1004 Gross Margin on
Selling Price Will Be 25.07%

*Note: To raise margin average, raise each group slightly

and “"Test figure" it until desired average is obtained,

To lower, reverse by lowering group markups. Remember,

all produce in any one group does not necessarily have

to be priced at the same profit margin percentage. In-
stead, use average margin of profit methods., The more

fragiie, must-move~-it types of produce are priced with

an on-the-easy-side margin of profit to speed the sales
and turnover.

29
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Returns and allowancess Member store operators inspect
and have the authority to reject delivered merchandise not up
to quality standards. The merchandiser-salesman handling the
store's account is informed of this, together with noted over-
ages and shortages in delivery. |

Quite often the produce managers at the member stores
are asked to keep the merchandise if it can be reconditioned
for sale by trimming or packaging, and an adjustment is made
for any losses.

Inventorys A physical inventory is taken near the close
of business on Saturday at the stores participating in this
program, Items on hand are placed on the order form and con-
verted to a unit basis. For example, twenty-four heads of
lettuce were listed as one-half crate on the order form.

Weekly records are kept for stores in the merchandising
pPlan., The veek's operation is analyzed and shows the dollar
sales for each of the five basic groups, the markup percent-
ages for each basic group, and the percent each basic group
contributed to total sales. The dollar sales are used to
determine the operating margin and the percent of loss. The
loss shown is only as a total dollar and a percent figure of
total produce losses for the week and not the loss sustained
in each basic group.

The percent of sales represented by each basic group is
important because it is so closely related to advertising and

planning. The percentage distribution of sales for the week
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ending May 22, 195&, in the seven stores thus far participat-
ing in this merchandising program, is shown in Table 5.

Records are kept for dally store orders on a cost and
retall price basis. This simple record form permits each
store operator to check his weekly produce business, as shown
in Table 6. Such records provide a quick summary of weekly
purchases, potential sales, actual sales, and net gain or
losses.

Weekly promotional meetings A weekly meeting for the
produce managers of member stores is held at a convenient
day and hour for stores taking part in the plan. The purpose
is to review the previous week's sales records, noting its
strong and weak points. Errors in merchandising practices
and store operations and the prospective weather conditions
are discussed. Trade information is supplied by the cooper-
ative manager concerning incoming merchandise as to condition,
flavor, size, packaging, quality, etc. Some time is also de-
voted to an open discussion of the merits and shortcomings of
the merchandising plan to date as a guide to future improve-
ment,

Items to advertise and merchandise for the following
week are decidéd upon by group agreement., Stress 1s placed
on items that can.be priced attractively and have a seasonal
appeal. Newspaper advertising space will highlight one item
and feature one or two other items. Any one item is "high-

lighted" because homemakers rarely recall more than one such
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EXAMPLE OF WEEKLY SUMMARY OF PRODUCE DEPARTMENT OPERATIONS

s—

—
—

Merchandise

Priced at Cost

Priced at Retail

Beginning Inventofy
Purchases

For Sale

Ending Inventory
Potential Sales
Cash Register Sales

Plus or Minus

$ 1,000
850
$ 1,850
690
$ 1,160

$ 1,500
1,200

$ 2,700
900
$ 2,600

22570
- % 30%*

*Indicates shrinkage, spoilage, and pilferage losses.
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produce item. Advertising many produce items results in us-
ing space that may otherwise be used more profitably for a
grocery or meat item.

Controls: Occasionally, local growers approach opera-
tors of member stores for direct sales., Stores in the plan
are requested to refer such growers to the warehouse. Ac-
curate analysis of produce operation by the cooperative is
not possible unless sales are centrally controlled.

Produce managers are requested to take a daily inven-
tory prior to ordering because knowledge of merchandise on
hand eliminates guesswork in ordering. Careful ordering per-
mits a quicker turnover, thus reducing shrinkage and spoilage
losses. Dailly inventories deter unethical produce managers
from rejecting a Monday delivery of an item and calling the
warehouse on Wednesday and saying the item arrived that morn-
ing. Code dating incoming merchandise for rotation purposes
is another practice requested of stores in the plan.,

Stores in the merchandising plan receive a weekly record
of the percent of sales each basic group contributed to the
produce sales for that week. These percentages can be com-
puted with such data in Table 3, to show i1f the sales in each
basic group are above or below the expected average for the

month,



CHAPTER IV
PRODUCE OPERATION AT THE STORES

Description of the Four Stores Studied

Table 7 describes, in summary form, the four stores
studied in regard to nine characteristics., Comments drawn
form personal observations and published sources are included
in the text following which summarizes the operation of the
four stores surveyed, also referred to as S-1, 2, 3, and k.
The produce department layout and procedures are described
covering such points as personnel, facilities, and operating
methods.

Store layouts. No store layout plan has yet been devised
that meets the wide variety of situations now found in the re-
taill grocery business. Even the so-called "standard" plans
must frequently be adapted to particular situations. The
following quotation illustrates a widely held viewpoint,

"In choosing a location consideration should be
given to the route and method of bringing produce from
the receiving and storage rooms. Store tests point to
these approximations: Produce department area--about
one-fifth of total floor space; for $1,000 a week sales
a rack 36 feet long and three L4' x 8! &isplay tables
are suggested as a basis for consideration. It takes
at least one foot of rack space per item, and a stock
of 50 items is common. Merchants doing sales of $1,000
a week should allow for a preparation room with around
150 square feet of floor space. A walk-in cooler, a
stationary tub with ample drain boardsi a trimming table,

n

a large can for waste, and a floor drain should be
provided,
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TABLE 7

DESCRIPTION OF THE FOUR STORES STUDIED

Factors Store 1 Store 2

compared

Location Three miles northeast |Three and a half miles
of city center. southeast of city center.

Neighborhood Large supermarket, Three large supermarkets,

competition 2 small independents. {3 independents.

Clientele and
type of neigh-
borhood.

Store area
(square feet)

Parking space

Weekly store
sales.

Check-out
cashiers

Credit and
delivery

Trading stamps

Trade
Affiliations

Factory, office, and
professional people.
Chieflg homeowners
under 40 years old.
Residential neighbor-
hood. Some transients.

Total 4,000
G -- 3,000,
M -- 600

75%

15%

10%

6,000 square feet

3é cars

167 square feet per
car.

Eoo--e 900
G--$h 0--4,600, 69%
M--$1 500-=1 7oo, 23%
P--§  500-- 600,

1l full-time
1l part-time

No credit

Free delivery on
Fridays only.

Yes
Associated Grocers.

Grand Rapids Whole-
sale Grocery Company

Factory and professional
people, Chiefly home-
owners under 40 years
old., Residential
neighborhood. Some
transients.

Total 6 4000

G -- 3, 600 60%
Me-= 1 320 22%
P -- 1,080, 18%

40,000 square feet

150 cars--community
shopping center.

267 square feet per car.

$40,000--k45,000
G--$2l+,000--27,000, 60%
M--$12, ooo--le 1500, 30%
P--$ 4,000-- &,500, 10%

3 full-time
1l part-time

No credit.

Daily delivery.
Service charge 25¢.

Yes

Grand Rapids Wholesale
Grocery Company.
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Store 3

Store 4

Three-quarters of a mile
southeast of city center.

Three medium size
independents.

Office workers. Single
persons and young couples.
Apartment house neighborhood.
Few homeowners.

Few transients.

Total 6,000

G --- 3,600, 60%
M -- 1,400, 23%
P -- 1,000, 17%
4,000 square feet

17 cars

235 square feet per car.

$20,000--25,000
G--$13,700--17,700,
M--§ 3,800-- 4,300,
P--$ 2,500-- 3,000,

3 full-time

674
1
%

Credit to charitable organ-
izations. Daily cab delivery.
Store pays 75¢ of fare with
minimum purchase of $10.

Yes

Same as Store 2

Two miles east of city
center.

Two large supermarkets,
3 small independents.

Factory, office, and
professional people.
Chiefly homeowners over

35 years old. Residential
and shopping area.

Few transients.

9,600
6,500, 68%
1,200, 12%
1,900, 20%

Total
G --
M ==
P --

Lot A -- 6,000 square feet
Lot B -- 4,800 square feet

Total 34 cars
318 square feet per car.

$33,000--38,000
G--$20,500--24,500, 62%
M--$ 8,000-- 8,500, 24%
P-- 4,500-- 5,000, 14%

5 full-time

Same as Store 3

Yes

Same as Store 2
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The produce rack should be in a prominent place,
such as near the entrance., It is desirable to have pro-
duce adjacent to the meat department, This location
offers two advantages: It permits pedestrians to see
the produce department from outside the store; it en-
ables housewives to complete their meal-planning once
the basic meat item has been purchased. A rear loca-
tion for the produce department can also bf made prom-
inent by use of a large illuminated sign."

Others prefer a location at the front of the store despite
the greater distance from the backroom, as illustrated by the
following quotation.

"The opinion that the Produce Department should be
located in the front part of the market is held by nearly
every recognized store engineer. The experts are also
agreed that the Produce Department should enjoy at least
one outside display window. A front-of-the-store spot is
the best location of all for the Produce Department if
you. have a choice, since produce is one of your most
lucrative lines."

The layout of the four stores included in this study are

shown to approximate scale in Figure II.

1The Progressive Grocer. How To Make Money Selling Fresh
Fruits and Vegetables. New York: The Butterick Company, In-
corporated. 1949, pp. 103-Ok.

2Hoppe, John L. and Gilbert Palen. Your Self-Service
ﬁtoreé 6Saint Louiss: Meat Merchandising, Incorporated. 1947,
pp. 68-69.
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Store I - Operational Procedures

Bumber of Personnel. One produce clerk does all the work
in the department, working 52 hours in a 5%-day week. The
wage rate for this job is $70 to $80 weekly.

ork performed by personnel. The produce clerk spends
about 75 percent of his time in the produce department and
the remainder in the grocery department.

The produce clerk has never attended any formal produce
training school. Employment was solely on the basis of past
experience. A few instructions, but no training, are given
by the store owner-manager. Plans have been made to attend
this year's one-day basic produce training school at the ware-
house.

It is possible to introduce some degree of self-training
into this operation. Trade publications and instruction man-
uals are available for training produce clerks in up-to-date
efficient techniques of merchandising fresh fruits and vege-
tables.

Backroom facilities. The backroom area is 10 by 10 feet.
The equipment consists of one bascart for wheeling out trimmed
produce, a durable galvanized sink, a 10 by 1C foot walk-in
cooler with an eight foot ceiling for dairy and produce items,
a sprinkling can and trimming knives. Prepackaging supplies
vere limited to window bags for onions and cellophane sheets

for fruits.






42

In-store facilities. The produce department is located
on the left side of the store and adjacent to the meat depart-
ment which extends across the back of the store, as shown in
Figure I. The equipment consists of a 10 foot refrigerated
case, a 6 by 12 foot display table, a 5 by 5 foot rack for
onions and potatoes, and a scale.

Procurement. The merchandiser-salesman at the warehouse
calls daily between 4300 and 5:00 P.M. At present, 80 to 95
percent of all commodities are ordered from the cooperative
warehouse. Other sources are commission houses, local growers,
and truckers. Several growers, who are steady customers, sup-
ply the store each year with seasonal items, such as asparagus,
rhubarb, strawberries, et cetera, usually below prevailing
wholesale market prices. All purchasing is based upon compar-
isons of price and quality available from the various sellers.,
No immediate plans have been made to buy 100 percent from the
warehouse,

Prepackaged carrots, celery hearts, and radishes are or-
dered regularly, but prepacked spinach and tomatoes only oc-
casionally. Such items offer uniformity and quality control
and a savings on material and labor expenses. Many additional
items are now prepackaged by shippers or terminal receivers in
polyethelene bags; for example, apples, beets, carrots, celery
hearts, cranberries, mushrooms, onions, oranges, parsnips,
potatoes, radishes, salad mix, spinach, and turnips. Since

the produce manager devotes one-fourth of his time to groceries,
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it will be advantageous for him to order as many as available
of the prepackaged items previously listed. Studies conducted
recently indicate the benefits to the customer and retailer
when buying prepackaged items. Some of the most important
factors contributing to the demand for packaged items were
shown that appeared in recent surveys by the Du Pont company.

"Prepackaged items 'are cleaner and sanitary--no
dust or flies to worry aboutz' tit's more convenient
to pick up than to pick out,' 'quality and freshness
are protected,' 'easier to store in the refrigerator,’
'pre-washed, %rimmed, and graded produce saves kitchen
labor,!' 'I can choose just the amount I want to spend--
the price is on the package.'"

"Other Du Pont surveys disclose these retailer re-
actions: 'no chance of water dripping on shoppers'
clothes and soiling hands or gloves,' 'prepackaging
eliminates the danger of fallen leaves and the possi-

- bility of law suits,' 'store traffic is speeded-up at
both display and check out,! 'attractive displays en-
courage impulse buying,' 'more produce items can be
displayed at one time to take advantage of peak sell-
ing hours,' 'elimination of the constant trimming pro-
cess makes for greater labgr efficiency,' 'the spoilage
rate is practically nil.‘'®

The produce manager has complete responsibility for buy-
ing. Customer preferences, past experience and judgement are
the guides used in ordering. Suggestions by the merchandiser-
salesman are occasionally accepted if accompanied by informa-
tion as to displaying, merchandising, and pricing the suggest-

ed itenm.
Another check on ordering is the daily inventory taken
about 4300 P.M. Since orders are delivered daily from buying

37ack Isbell., "Polyethelene and Prepackaging." Pre Pack
Aze. 715, January, 1954, pp. 12-13.
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sources, an attempt is made to have only enough merchandise
to avold any loss of sales. Frequently the store owner-man-
ager will spot-check the department and suggest items to
order.

Becelv;ng and handling. Deliveries from the cooperative
arrive before 8:00 A.M., more than half the time, but before
noon at the iatest. Merchandise is inspected and checked
with the billing for condition, count or weight and grade or
quality. Prices quoted over the phone are compared with bill-
ed prices. Thé seller is informed that morning of any over-
ages, shortages, or pricing errors so thaﬁ necessary adjust-
ments can be made promptly. Items not piaced on the'rack
immediately are stored in the cooler. No code dating is
used, since merchandise delivered that day is out of the
cooler before the next day's delivery. If merchandise is
on hand, it is placed on top of fresh incoming merchandise
and sold first.

"Merchandising. The produce clerk does all the display
planning, and the displays are as attractive and colorful as
the somewhat limited variety of items permits. The display
plans are made mentally, considering supplies on hand and in-
coming merchandise. Nearly all produce is sold from bulk
displays--the customers say they are wary of pre-packaged
items because of the inferior quality such merchandise bought
in this store in the past.
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Pre-packaging studies urge grocers to "“wrap only top
quality merchandise.%

"Any operator undertaking a pre-packaging program
must be absolutely certain of the efficiency of his
quality controls--in buying--in handling--in packaging--
in display and in training of his produce personnel.

If there is any one key phrase or slogan which sums up
?he secret of successful produce prepackaging"&t is this.

Quality Produce in Every Package, Everyday.'

In addition to the services rendered members by the co-
operative, as described in Chapter III, the merchandiser-
salesmen offer suggestions when making periodic checks on
in-store operations. During his bi-monthly visit, the mer-
chandiser-saleman from the cooperative checks prices to see
if they are competitive and return a fair profit, points out
differenf merchandising methods used successfully elsewhere,
suggests display locations, and passes on general trade in-
formation.

Because of reluctance by customers as well as the pro-
duce clerk, little effort is made to offer many of the items
in the five basic groups. Avocados, eggplant, and mushrooms
are specialty items carried occasionally. Lack of customer
information as to home care and preparation discourages spe-
cialty sales. June, 1954, was the first time bibb lettuce had
ever been displayed in the store. Very little merchandising

effort is made to increase the movement of produce handled.

hGeorge E. Kline., "Tests in Sixty Stores Prove Prepack-
aging Lifts Produce Sales, Margins, Profits." The Progressive
Grocer. 33:7, July, 1954, p. 2.
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No attempt ;s made to place related items together on the
produce rack since it is felt that this manner of display
does not tend to increase sales in a small produce depart-
ment such as this,

Observation at this store indicates a good opportunity
to increase total produce sales by giving greater attention
to a better balanced variety of items. The success of such
an effort will depend largely on the initiative of the pro-
duce clerk in telling his customers how to keep and use the
less familiar products and encouraging them to ask questions
about the produce offered.

All produce carried overnight 1s reconditioned the fol-
lowing morning. Items are rotated by being pulled forward
and placing fresh merchandise in the back. During the sum-
mer, rack sprinkling is done every half hour. Displays are
replenished as needed, and damaged produce 1s removed as any
spollage occurs.

Merchandise is left on the refrigerated rack overnight,
heavily sprinkled, and covered with pre-soaked burlap bags.
Hard and soft perishable fruits remain on the display tables,
although most fruits need refrigeration.A On Saturdays all
merchandise is taken off the rack and produce expected to be
salable on Monday is stored in the cooler in bushel baskets
and crates., Soft and hard perishable fruits are also stored
in the cooler. All other merchandise is left on the rack or

tables.,
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£ Merchandise that will not carry over the week-end is
reduced about one-third at about 3:00 P.M. The amount on
hand and customer traffic anticipated until closing time
will determine if another 20 percent price reduction will
be made at 5:00 P.M. Merchandise near the 6:00 P.M. clos-
ing time is sold for whatever price can be obtained.

Pricing of merchandise bought outside of the coopera-
tive 1s discussed by the produce clerk and the store owner-
manager. Prices are often determined by checking newspaper
advertisements, hearing customer complaints of higher prices,
and considering the general over-all condition of thé merchan-
dise. Occasionally the merchandiser-salesman is asked to sug-
gest a price, especially on an item handled for the first time.

The "Price-0-Mat," a pre-computed table that tells the
markup received in dollar and cents, and in percent when sell-
ing merchandise by container or weight at different prices,
is a convenient pricing aid. It is more convenient to do mul-
tiple pricing (3/25¢, 4/29¢) by use of the tables. Slide-rule
calculating devices are also available and speed the pricing
operation.

As a member of Associated Grocers, the store pays $5.00
weekly for the group newspaper advertisement carried in Thurs-
day's Grand Rapids Press. The store also advertises in the
Shopper's Review at a cost of $33.43 bi-weekly. The mailman de-
livers this paper on a mail carrier route to 1,500 readers with-

in a one-mile radius. This short newsletter features articles
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on child care, household hinté, shopping news of best buys,
et cetera, in addition to featured store items offered for
sale at that time.

There are four triangular wooden frames placed near the
curb with painted signs on each telling 6f sale items. This
has proved successful the past four years in attracting at-
tention from passing local and transient cars. During favor-
able weather a 6 by 3 foot table displays bushel baskets of
seasonal fruits on the sidewalk. Watermelons are sold cold
and by the piece for extra profit. An occasional window ban-
ner is placed on the window, but seldom are posters, recipes,
talking signs, or others used. Price cards are hand painted
in crayon.

A microphone-loudspeaker system :or phonograph and radio
music now in the store has never been used to "talk up" sales
of produce. This medium offers an opportunity to avoid heavy
markdown losses.

Sales and cost data. The pricing goal 1s to obtain an
average margin of 25 to 30 percent to maintain a profitable
operation. This is difficult to do in view of the limited
volume of specialty items handled.

No record is kept of shrinkage and spoilage losses.
Markdowns are usually one-third at the first price reduction,
20 percent on the second price cut, and whatever can be sal-

vaged thereafter., Nelther a weekly nor a monthly inventory
is taken to determine shrinkage and spoilage dollar losses.
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Sales records and cost of sales are kept in a soft-
cover notebook by the week. The owner-manager seeks only to
obtain a certain dollar profit above the cost of purchases.
If this figure 1s not reached, prices are re-adjusted prompt-
ly. It is evident that this owner-manager lacks the records
from which several of the basic management ratios discussed

in Chapter V can be determined.

Store II - Operational Procedures

Number of personnel. Produce personnel consists of a
produce manager working 55 hours, in a'five-day week, and a
part-time clerk working 20 to‘25 hours weekly. The produce
manager's job pays $85 to $95 per week and the part-time clerk
earns 90 cents an hour.

York pe;fgzmed., Approximately two-thirds of the produce
manager's time 1is spent in backroom préparation for displays.
His remalning time is devoted to arranging and maintaining dis-
plays, ordering, some prepackaging, and waiting on customers.
The parf-time clerk operates the front check=-out register in
addition to daily duties of replenishing the table and rack
displays, stocking two frozen food cases, straightening and
checking displays for demand. Formal training of any kind
has never been received by the produce manager, whose hiring
was based on prior experience. He instructs part-time clerks
on the importance of greeting and waiting on customers, cor-
rect weighing, display maintenance, prepackaging, and proper

trimming procedures.
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Backroom facilities. The produce department is locat-
ed to the left of the sildewalk entrance up against the front
window, as shown in Figure II., Customers using this entrance
will usually buy their produce before shopping at the meat
department which is along the wall to the left of the produce
rack. Customers entering from the rear parking lot entrance
must walk the store length to shop for produce.

The backroom work area, adjacent to the parking lot en-
trance at the back of the store, is only eight feet square.
There is a galvanized sink and a makeshift trimming table.'
Incoming merchandise and produce prepared for display is
stored in an 8 by 8 foot cooler., This size cooler is ade-
quate and a more favorable size than a 6 by 6 foot cooler
which 1s the absolute minimum for stores doing weekly pro-
duce of over $1,OOO.5

The backroom equipment consists of a band stamp and pad,
cellophane, pliofilm and polyethelene bags for prepackaging,
sprinkling can, stapler, tape machine, twistems, and trimming
knives. Merchandise for display 1s placed in a bascart and
wheeled the entire store distance.to the selling area. If the
produce department were located at or near the rear of the
store, 1t would save much time and effort in handling the mer-

chandise between the backroom or cooler and the display rack.

5MCRay Refrigerator Company. gStore Planning. Kendall-
ville, Indiana, 1949, p. 20.
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In-stofe facilities. The refrigerated rack in the pro-
duce'department, as shown in Figure II, is 32 feet long and
three feot wide; four 6 by 3 foot bins are usually kept iced
all year for items requiring refrigeration, while the remain-
ing eight feet are used for non-refrigerated produce. Com-
partments below the rack are used only in winter to hold pro-
duce for refilling the rack and display tables. Winter com-
partment temperatures are ideal storage temperatures reading
between 30° — 36° F., as against temperatures of 60° — 85° F,
in the summer months. During warmer weather, approximately
20 bags of crushed ice are used weekly for the ice-bed rack
at $1.20 per fifty pound bag. The amount of ice used in this
24 foot rack'compares favorably with the report that in cool
veather stores.require about 50 pounds of ice per week for
each running foot of display.6 Onions and potatoes are dis-
played on the rack near the wall and also on a 4 by 4 foot
table near the meat department's refrigerated case.

Procurement. On May 5, 1954, this store became one of
four units in a local company and all produce is now obtained
from the cooperative warehouse under its merchandising plan.
A merchandiser-salesman phones about 5:00 P.M. to take the

next day's order and gives pertinent market information.

6The Progressive Grocer. To e Money Selli

e uits and Vegetables. New Yorks The Butterick Com-
pany, Incorporated, 1949, p. 40.
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Before the merger, about 20 to 30 percent of the produce
was ordered from the cooperative., This consisted mostly of
cello packed carrots, citrus fruits, onions, potatoes, and
non-food items, such as plaht food, rosebushes, et cetera.
The bulk of merchandise was bought by the produce manager
from three commission houses located at the farmers' whole-
sale market. The daily 5:30 A.M. trip to the market in the
store truck finds him back at the store by 7:00 A.M. Prices
and quality received prime consideration in buying from these
sources.

Buying directly at the market had several advantages
over buying from the cooperative. It was possible to "shop
around" and secure the best quality available for the price
paid. A second advantage was that mefchandise was at the
store early in the morning to permit.preparations for dis-
playing a full rack for early shoppers. All merchandise
bought at commission houses was personally inspected, item
by item, which was not feasible at the cooperative warehouse
because of the large volume handled. Direct store purchases
could also be made cheaper for home-grown seasonal items.
Under the merchandising plan, all purchases must go through
the warehouse.

The produce manager has full responsibility for ordering,
with few suggestions made by the store manager. Ordering from
the coopérative is done after spot-checking merchandise on

hand before the merchandiser-salesman calls. The condition,
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prior week's sales mentally recalled, price, quality, weather,
and the day of the week the order will arrive is also consid-
ered. Beets, carrots, celery hearts, and radishes are pur-
chased throughout the year as much as péssible.

No written records were kept on purchases or of any spe-
cial promotions. If adequate records of promotional sales
were kept, they could be used in ordering and planning over
100 items that are available seasonally. Information record-
ed on the amount ordered, losses, retail price, sales, and
weather conditions that affected sales during a promotion
will aid in merchandising future seasonal promotions about
the same time each year.

All basic seasonal and year-round items are carried if
the price and quality represent a good value., Popular vari-
ety or specialty items are carried, such as brussels sprouts,
eggplant, kale, mushrooms, parsnips, rutabagas, and turnips.
Less frequently used items, such as artichokes, celery cab-
bage, okra, salsify, and watercress, are handled occasionally.

Recelving and handling. Before the merger, the produce
manager pought and delivered personally inspected merchandise
from the commission houses by 7:00 A.M. He unloaded the truck
alone and prepared for the day's business. Invoices were re-
ceived the following day and checked with a note on prices
quoted. The weekly statément was then checked with daily in-
voices before making payment. At present, daily invoices are

checked with prices quoted when orders are given. The same
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procedure is followed as for daily invoices before remitting
payment for the week's purchases.

Produce now arrives from the cooperative between 7 and
10 A.M., 1Items that will be displayed that morning are not
stored 1n the cooler. There is hardly any rotation problem
for green vegetables. No code dating 1s necessary, since
daily ordering results in almost a daily turnover. Merchan-
dise requiring storage is placed to the left side of the
cooler while merchandise already on hand is moved to the
right to be used first. The turnover rate at this store
coincides closely to the merchandising efficiency of the
stores surveyed in Washington, D. C. It was found that the
average daily rate of turnover in stores doing_over $3,000
weekly sales of produce amounted to about 50 percent, or ap-
proximately one turnover of fruits and vegetables every two
days.7

Merchandising. The produce manager's experience permits
him to plan his rack and table display without drawing a dis-
play pattern on paper; This practice is contrary to the gen-
eral thinking of produce merchandisers and supervisors of

Super Market Institute. Opinions are in accord that by put-

ting the detailed display plan on paper everyone knows where

7Shull S. C. and David Burns. Turnover of fresh fruits
and vegetabies in retail stores. University of Maryland Ex-
tension Service, College Park. Miscellaneous Extension Publi-
cation Number 12, October, 1951, p. 21l.
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everything goes, and the produce manager has an effective
means of direction which will save time, eliminate confusion,
and help promote a more efficient display building operation.8

Related items, such as broccoli, brussels sprouts, cauli-
flovwer, celery, green peppers, lettuce, and radishes, are
placed together., Grouping relatéd items presents the advan-
tage of suggesting combinations, such as lettuce and toﬁatoes
for salads. This aids the homemaker in her preparation of the
thousand or more meals yearly and helps one item sell a relat-
ed item. Table displays are set up on Monday for that week.
Bulk displays with or without prepackaged units are favored,
especially fruits, such as apples, grapefruit, and oranges.
Bibb and leaf lettuce, green and wax beans, and peas are pre-
packaged because they have found that prepackaging these items
increased the rate and volume of sales. Weather permitting,
two 5 by 3 foot tables are placed outside against the window
with bushel baskets of seasonal fruits, strawberries, and
watermelons. Displays are brought in about 2:00 P.M. since
there 1s no awning.

During the day rack items are sprinkled as often as
necessary by the paft-time clerk. Care is taken to sprinkle
lightly to avoid melting the bed of ice. 1Items on the table
and rack display are checked frequently to see if they are in

salable condition, rearranged, and replenished when needed.

8"Effective Display." Produce Handbook. Proceedings of
the SMI Reglional Managers Meetings. Part II. guper Market

Institute. p. 2.



56
During the warmer months, items are placed in bascarts at
night and wheeled into the produce and meat coolers. They
are then covered with wet aprons. Fresh merchandise is trim-
med and placed on the rack the following morning after noting
the quantity left from the night before. Bascart merchandise
is reconditioned and dibped in cold water to freshen its ap-
pearance, The same procedure is followed during colder months
on alternate days. When items are left on the rack, they are
covered with a thin layer of crushed ice. Over this is placed
a pre-dipped cheesecloth topped by a plastic sheet. Whenever
a plastic or rubberized sheet or cover is used, it 1s very im-
portant to allow some air circulation to permit the respira-
tion heat released by the produce to escape, otherwise spoil-
age losses may become serious.

All merchandise not expected to remain in‘good condition
over the week-end is sold by mid-afternoon on Saturday. Sev-
eral customers with large families are a steady outlet for
this surplus merchandise because they will buy large quanti-
ties at 30 to 35 percent below regular retail price. Every-
thing not stored over the week-end is sold at whatever price
can be obtained. Procedure for week-end care is to place.
rack items in bascarts, cover with wet cheesecloth and plas-
tic sheets, and wheel bascarts into the walk-in cooler. Per-
ishable fruits are also placed in the cooler while other items

are left in the store,
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Before adopting the present merchandising plan, retail
prices vwere set by the produce manager to obtain the follow-
ing margins on sales: green vegetables, 30 to 40 percent;
citrus fruits, 25 percent; and potatoes, 7 to 12 percent,
Bananas have always been supplied by the cooperative and
sold at the price suggested. The prices suggested under.
the merchandising plan are followed 95vpercent of the time.
Slight deviations arise when some form of grading is prac-
ticed. The produce manager has the authority and responsi-
bility fo lower or raise a suggested price felt to represent
a poor or better-than-average buy for customers; for example,
heads of cauliflower are seldom the same size throughout a
crate. Larger heads are then priced 10 to 15 cents above the
suggested price, whereas medium and smaller sized heads are
sold as suggested or five to ten cents lower. Multiple pric-
ing, in odd numbered units or weights, 1s used consistently.
It is believed that customers are attracted by the sound of
these numbers. The usual reason given is that it 1s not so
easy for customers to mentally divide the price‘by the weight
in order to compare the price per pound with like prices in
other stores.

The prime selling aid is through personal customer con-
tact by the produce personnel. New items arriving in season
are mentioned with suggestions for use. Hesitant customers
will usually buy after being asked to look and examine the
condition and quality of merchandise displayed. This
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technique is stressed on Saturday afternoons. Little descrip-
tive material is received or used in the department. Price
tags and signs are hand printed on squares of white cardboard.
#“Reduced for Quick Sales,™ or "Fresh Surplus Merchandise,“
tags are not used. Such merchandise shows the retail price
crossed out and the reduced price placed underneath. Reduc-
ing the price is an important factor in quality control.
Whether it 1s old merchandise or produce received that day,
if it is inferior it should be reduced and placed in a spot
apart from the original displays. The mixing of top quality
and inferior merchandise will hurt a produce department's
business quicker than any other single factor.9

Postcards listing four grocery, two or three meat, and
one produce speclial are sent weekly on a mail carrier route
within a one mile radius., This advertising is used to sup-
lement the regular Thursday newspaper advertising by the
groﬁp of stores to which Store 2 belongs. In addition to
the advertising expenditures mentioned above, independent
grocers can avall themselves of various types of advertising
media to help sell more merchandise. Such media would in-
clude use of car cards, handbills, menu circulars, movie

trailers and slides, outdoor posters and painted bulletins,

9"Qua11ty Control." Produce Handbook. Proceedings of
the Regional Managers Meetings. Part I. gSuper Market Insti-
tute. p. 1k,
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souvenirs and premiums, and the telephone directory.10
Grocery advertising, by reader-interest surveys, shows the
effectiveness of using advertising appeals that: (1) give
a factual description of a product's édvantages, or the ad-
vantages of trading at the store, and 1list price; (2) employ
such features as recipes, menus, and serving suggestions;
and (3) inject human interest and appeal to the reader's‘

emotions.11

Sales and cost data. In the past, obtaining a 25 to
29 percent margin on sales in the department was the objec-
tive of the produce manager. Today, the prieing structure
is designed to obtain an average margin on sales of 29 per-
cent or better. No shrinkage or spoilage loss records in
dollars or percentages have been kept. Such information,
since the merger, is belng supplied weekly by the coopera-
tive. Markdowns have followed a general policy of 50 per-
cent off the retall price providing such merchandisé sold
represents a value to the shopper.

No control figures are kept for losses suffered during
the weekly operation, although inventories before entering

the merchandise plan were taken bi-weekly. Under the plan,

- 10yit1er, N. A. and Harvey W. Huegy. Establishing and
operating a grocery store. Bureau of Foreign and Domestic
Commerce, United States Department of Commerce. Washington,
D. C. 1946, p. 183.

117p14. p. 186.
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inventories are now taken weekly to determine dollar and
percentage losses, Cost and sales figures prior to the plan
vwere kept in a notebook because it was desired to know only

of gross and net profits for the month's operation.

Store III - Operational Procedures

Number of personnel. There are three employees in the
produce department--the manager, a full-time and a part-time
clerk. Wages and hours of work are as follows: produce man-
ager, $85 to $95 per five-day Shi-hour week; full-time clerk,
$65 for the same work week; and the part-time clerk is paid
80 cents an hour, averaging 15 to 20 hours weekly.

rformed erso . Approximately three-fourths

of the produce manager's time is spent in the store answefing
customer's questions, building, planning, and replenishing
displays, prepackaging, weighing, and maintaining a clean,
neat department., The remaining time is spent ordering mer-
chandise and checking backroom and cooler items. The full-
time clerk spends his time in the backroom trimming, prepar-
ing, and reconditioning merchandise for display. ©Some time
is also devoted to handling bottle refunds énd relieving dur-
ing lunch hours. Work performed by the part-time clerk con-
sists of prepackaging, replenishing displays, and general de-
partmental work. The produce manager is the only one who has
attended the one-day advance course held at the warehouse.

He trains the clerks on proper rotation, uniform height of
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displays, trimming, and stresses the necessity for doing
things in the order of their importance in the departmental
operations.

Backroom facilities. The backroom for produce handling
is 15 by 15 feet in area. The equipment includes an 8 by 3
foot metal sink witﬁ hose attachment, garbage disposal unit,

a scale on a 5 by 5 foot work table and an 8 by 10 foot walk-
in cooler with a 10 foot celling. One-third of the cooler is
used for butter, cheese, and eggs. Dairy items, such as but-
ter and cheese, have a tendency to absorb produce odors, but
this condition does not develop due to daily ordering of this
merchandise.

In addition to four bascarts, a box opener, and trimming
knives, the smaller equipment includes some prepackaging equip-
ment, They are band stampS<§nd pads, descriptive stamps for
grades and varieties of apples and potatoes, gum tgpe machine,
cellophane and pliofilm bags, and a stapler. A microphone can
be used from the backroom to talk over the loudspeaker system
in the store.

In-store facilities. The 20 foot refrigerated produce
rack 1s along the left wall of the store with its right end
ad jacent to the meat department which occupies the rear of
the store, as shown in Figure II. A 10 by 10 foot ﬁlatform
rack for potatoes is at the end of the rack that leads to the
backroom. Opposite the left end of the rack is a 3 by 3 foot

#close~-out" table for surplus merchandise., The weighing scale
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in the store is placed on a table facing the meat case.
Display tables are of two types; the conventional table and
step-up table. One 4 by 4 foot table is used principally for
displaying taped bananas, soft, perishable fruits, and toma-
toes. Another table, 8 by 4 feet is used for hard fruits
and non-food items. One step-up table has three graduated
sections. The lowest section i1s 25 inches from the floor,
graduated to the last section, which i1s 33 inches high. An-
other step-up table consists of five graduated sections which
fit together to give the appearance of one long, graduated "
table., Step-up tables permit arranging massive display with
a minimum of produce, Another advantage of step-up tables
is that practically no time is lost in tearing down one dis-
play and building another. The front or back sections can be
removed to serve as smaller display tables where needed.

Procurement. A4ll produce is bought from the cooperative
warehouse, as specified in the merchandising plan, with the
exception 6f Easter lilies, gladiolas, and potatoes. Prepack-
aged potatoes are contracted from a local grower, carrying the
grovwer's brand, from September until May. This results in
more uniformity in quality and price. An experiment 1s to be
tried shortly in buying local corn that is picked early in
the morning, iced in five dozen units, and delivered to the
store by 8:00 A.M.

During the latter part of the afternoon the produce man-

ager takes a quick inventory of all merchandise on hand, He
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estimates his needs for the next day and lists them on the
order form. This is referred to when the merchandiser-sales-
man calls between 5300 and 6300 P.M. News of incoming items
is passed along by the merchandiser-salesman with further in-
formation of general interest. Care is exercised to avoid
ordering more of the promotional items already at the pre-
vious week's promotional meeting.

Anticipated customer traffic, double stamps on Wednesday,
price, seasonal items, the shopping habits of the customers,
and the weather are given considerable thought when ordering.
The produce supervisor of the company that operates stores
3 and 4 will often check at the cooperative warehouse in the
late afternoon on the condition and quality of merchandise to
be delivered that night. He has the authority and responsi-
bility to call the produce manager and explain why items or-
dered have been canceled, increased, or reduced. If he 1is
doubtful about the merchandise examined, either buyer at the
cooperative is called to check and discuss the merchandise in
question.,

No produce is featured unless the quality is up to ac-
cepted standards. Price is a secondary consideration. The
store policy is to have balance and variety in the department,
balance for a profitable operation and variety for customer
convenience., Home-grown commodities are requested when order-
ing because of customer demand, but not unless the keeping

quality is equal to that grown elsewhere.
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eceivin d h ing, Overnight merchandise has al=-
ready been reconditioned and trimmed for the rack before the
customary truck delivery at 8:30 A.M. This merchandise is
ready to place on top of the fresh refill. The invoice is
checked item by item., It 1is also compared with the order
form used the previous day to check if the correct items,
number, and size of packages were delivered,

If the delivery order is large, a grocery clerk is bor-
rowed for an hour or two to help unload the produce. Rack
items are immediately brought out into the store and prepared
for display by the produce manager. He will frequently check
on the handling of the merchandise being unloaded. The pro-
duce is handled carefully, and merchandise that will not be
trimmed or prepared for sale within the hour is code dated
and placed in the walk-in cooler. Proper cooler rotation of
surplus merchandise is achieved by placing it on top of in-
coming supplies.

Merchandiging., A weekly diagrammed rack plan was pre-
pared by the produce supervisor of this local company during
March, This plan indicated the amount of space and locations
of items to be displayed. Such a plan lacked flexibility and
proved to be unsuccessful.

Many items listed were not available, and space was not
alloted for new items arriving at the warehouse or store.

The produce manager now notes incoming merchandise and men-

tally plans the layout of the rack display. The main fault
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of this plan is that quite often an item or two is overlooked.
This requires moving and shifting rack items to permit inclu-
sion of the forgotten item. Related items are placed together,
such as broccoli, cauliflovwer, rutabagas, and turnips, to in-
crease the movement of such items as experienced over the past
months.

In addition to the regular weekly promotional meeting of
the seven produce managers and the supervisor, special pro-
motional displays are frequently discussed with the supervisor.
These displays are placed in the store's "hot spot," generally
near the meat department aisle where customer traffic is heav-
iest. One featured item is displayed on a 6 by 4 foot table
in the aisle at the store entrance with a smaller display of
the same item in the department.

Rack sprinkling is done hourly in addition to continu-
ally rearranging items misplaced by customers. Only quality
merchandise is left on display; otherwise it 1s removed, pack-
aged, or trayed for sale at the "close-out" table. All bulk
displays are rotated every day by prepackaging what is left
of the bulk display. The rapid turnover of prepackaged units
at this store makes daily rotation possible, thus practically
eliminating spoilage losses. Displays are stacked higher than
usual on Wednesdays and week-ends to save time in constantly
replenishing bulk and prepackaged displays.

Rack items that are not packaged are heavily sprinkled
at night. The entire rack is covered with dry burlap bags.
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It is felt that wet bags are not necessary since the refrig-
eration will circulate freely to retain the proper tempera-
ture.

Since fresh fruits and vegetables are approximately 90
percent water by weight, shrinkage and decrease in weight of
the produce is due to water losses. The importance of proper
humidity musf be recognized to stop dehydration. Merchandise
left on the rack overnight must be able to maintain a temper-
ature from 32° to 45° F. and a relative humidity of 85 to 90
percent.12 Covering merchandise with wet cloth or burlap
overnight is one recommended way to retain the water content
of produce.

Soft fruits and other commodities that are ripening
quickly are placed on flat, metal trays and put in the walk-
in cooler to retard ripening. Everything else is left on
display.

Enough merchandise is trimmed Saturday afternooh to
avoid losing sales and to assure the last customer of as
good a selection as the first shopper. Adhering to this is
difficult since there is a tendency to let the produce sell
down, not knowing exactly how many more shoppers will be in
the store before closing. Any merchandise not to be kept

over the week-end is reduced 25 percent at 5:00 P.M. A second

12pi11ar, Ray. A Guide To Better Handling And More Effi-
ient Merc éi ing o uits and Vegetables. ashingtons
National League of Wholesale Fresh Fruit and Vegetable Distrib-
utors, 1948, p. 11.
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price reduction of 25 percent depends on the amount on hand
and number of shoppers in the store. Personal selling and
use of the microphone has proven to be quite successful in
reducing markdown losses., Such merchandise not sold close
to closing time is sold at whatever price can be obtained.

No daily written record is kept of losses from markdowns.
When such records are kept, merchants can analyze their loss
conditions intelligently, try to minimize them and anticipate
the extent of losses in the future by applying the proper
correctives.l3

The cooperative merchandising plan includes sending a
suggested price list for the beginning of the week, for Wednes-
day's double stamps, and for the week-end advertised items in
the local newspapers. Outside of the advertised prices, the
suggested price list is used by the produce manager as a yard-
stick when grading merchandise., Cauliflower can be priced
only ten cents above or below the suggested price. The store
policy is also to grade lettuce four cents above or below the
suggested price. Green peppers are the third item that is
graded. The grading practiced has not caused any of the prob-
lems described below.

“"Majority of companies do not permit produce managers
to grade merchandise--must sell at established price except

that down grading is permitted. Otherwlise too hard to con-
trol and to maintain company merchandising policies. A few

l3The Progressive Grocer. How to Make Money Selling Fresh

Fruits and ¥ggetgble§. New York: The Butterick Company, Incor-
porated, 1949, p. 37.
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companies permit grading by produce manager on the theo-
ry that customers will grade if store doesn't. Grading,
however, requires intensive managerial and supervisory
control and is limited by some companies to those items
where variation is extensive--not permitted on items like
citrus., ©Sale by the pound was suggested as a means of 14
avoiding grading and giving customers a better 'break.'"
The cost of merchandise is unknown to the produce mana-
ger unless he asks the merchandiser-salesman. This causes
some questioning of the prices suggested, especially if they
are not competitive with other stores. There are several
reasons for this. First, operational data is prepared by
experienced personnel at the cooperative office, thus per-
mitting the produce manager to devote his time exclusively
to the store operations. Second, the standard order form
used by all members when ordering from the cooperative ware-
house does not show the cost of merchandise., Third, the pro-
duce manager has been informed of the pricing policy in the
merchandising plan.
Multiple pricing is encouraged wheneﬁer possible, al-
though the produce manager has the authority to decrease
or increase the unit of sale. An example of this would be
grapefruit of exceptional quality suggested at three for
twenty-five cents and changed to five for forty-nine cents.

This tends to increase the volume of sales and profit simul-

taneously.

1LFNational Association of Food Chains., Merchandising

And Operating Problems On Produce. Chicago: February, 1952,
p. 23.
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Unitizing the sales of produce by prepackaging or tray-
ing helps to move larger volumes when prices go over certain
levels. Low price impressions are gained by placing five
Delicious apples on a cardboard tray and weighing them at
the suggested price per pound. The weighed price 1s tagged
on the tray, together with the number of units, instead of
the weighed price together with the price per pound. Cus-
tomers have been observed not to buy items highly priced by
the pound but to overlook that fact when the same item is
trayed and priced by the unit,

A display table of bulk and prepackaged merchandise near
the entrance aisle is used to persuade hesitant customers to
buy. Customers who are uncertain will have had a chance to
think about buying the displayed item by the time they reach
the produce department., A smaller display of the same item
gives them the opportunity to buy the merchandise displayed
at the store entrance. Display arrangements are changed two
or three times during the week for variety in color contrast,
to rotate merchandise, and to give customers an impression of
greater freshness,

Talking signs, wall posters, window banners, and other
descriptive material is used throughout the department and
store to stimulate produce sales. All items are price tag-
ged with stickers, marked with indelible pencil, or marked
on the package used. This saves valuable time by not having

customers ask the price of items. Tie-in displays, such as
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? biscuit mix or baked shortcakes with strawberries, are
frequently built. Apartment house shoppers make several
small purchases a day. Therefore, prepackaging of apples,
citrus fruits, corn, onions, and yams are placed in differ-
ent sized units and experimented with until the most accept-
able purchase unit is discovered.

The rack display is changed daily, and experience has
shown that the center of the rack is excellent for impulse
sales. The location of basic items that shoppers are apt to
have on their 1list, such as cabbage, carrots, celery, and
lettuce, are changed constantly so that shoppers become ex-
posed to all items while looking for them. Displays are kept
full because they show customers that fresh merchandise is
continually brought out from backroom supplies. Full displays
have sales appeal and help to increase sales by catering to
the late shoppers.

Reconditioned or surplus merchandise is value priced,
prepackaged, and placed in the walk-in cooler until 4:00 P.M.
Customer shopping is heaviest at that hour and all produce
placed on the "close-out" table then will be sold quickly.
This company policy prevents merchandise, which detracts from
the fresh quality produce displayed, being left out during the
slower shopping hours.,

A bonus plan provides an incentive to the produce manager
to continually do a better job. Bonuses are paid three times

a year, based on the net profit of the department. Company
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figures reveal that the produce manager at this store has
been paid $100 to $150 for each four-month period over the
past several years.

Sales and cost data. The pricing formula of the mer-
chandising plan will permit the store to realize 25 to 30
percent gross margin, This is an accepted profitable oper-
ation for a produce department., Markdowns on inferior qual-
ity and week-end merchandise are not recorded but it is
priced to move quickly. A 25 percent reduction is tried
first, followed by a second 25 percent reduction. Losses
from markdowns, shrinkage, and spoilage are reported to be
three to six percent under the plan., Any weekly operational
loss above this percentage range indicates that merchandise
vwas improperly handled and corrected. Inventories are taken
vweekly on the order form and sent to the warehouse office
for tabulation and analysis. No rate of turnover is comput-
ed because of dally deliveries and careful ordering results

in a satisfactory turnover for merchandise handled.

Store 4 - Operational Procedures
Number_ of personpel. Thevpersonnel in the produce de-
partment consists of five persons--the manager, two full-
time and two part-time clerks. Wages and hours of work are
as followss produce manager, $85 to $95 for a five-day 5Ski-
hour week; one full-time male clerk, $75 for the same work

week; the second full-time employee is a female clerk, paid
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$1.25 per hour for a 45-hour week; two full-time clerks earn-
ing 75 cents an hour, each averaging 18 hours weekly.

ngg performed by personnel. The produce mahager devotes
practically all of his time to building, rearranging and re-
plenishing displays, and ordering the required merchandise.
The full-time male clerk prepares and trims all produce for
displays or prepackaging. Prepackaging, the better part of
the day, is the work performed by the full-time female clerk.
Both part-time clerks handle the routine departmental work of
general cleaning, unloading the produce delivery truck, tak-
ing care of bottle refunds, et cetera.

Because of the length of time with the company, the fe-
male clerk has been present to attend the one-déy basic train-
ing course held at the warehouse every year. The produce
manager has attended both the one-day basic and the advanced
course. All other employees receive in-store training by
the produce manager on the proper care given perishable and
semi-perishable merchandise.

Backroom facilities. The backroom work space occupies
an area 29 by 20 feet. Equipment includes a sewer garbage
disposal unit, 6 by 3 foot metal sink with hose attachment,
an 8 by 10 foot walk-in cooler, two scales on a 10 by 4 foot
work table, four bascarts, and trimming knives. Prepackaging
equipment consists of stamps and pads and small gummed stick-
ers for pricing merchandise, a heat sealer and "tape-lok"

machine, rubber bands, and twistems, which are strips of
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paper with wire inlay to act as a band and give space for
marking unitized sales of celery, lettuce, et cetera. Other
pleces of equipment used are staplers, a perforator to punch
holes to permit gases to escape through cellophane, pliofilm
and polyethelene bags, cellophane sheets, funnels, baskets,
tills, and trays. This store also has a microphone system
which can be used from the backroom,

In-store facilities. The facilities and location of
the forty-two foot refrigerated produce rack in this store
is similar to Store 3, as shown in Figure II. A 15 by 15
foot platform rack for potatoes is at the left end of the
rack close to the store entrance. Near the center of the
display tables are a weighing scale and a “close-out" table.
Displéy tables include two of the conventional and four of
the step-up type used in Store 3. Step-up, or "stair-step,"
display stands are so arranged that the bulk of merchandise
1s easily accessible to customers from both sides because of
their width and height. Packaged items are easily arranged
in single layer rows, thus eliminating the necessity of stack-
ing pﬁckages one on top of the other which bruises the bottom
layer of merchandise. In addition to tablés for display pur-
poses, two 6 by 3 foot portable refrigerated cases feature
apples and citrus fruits in bulk and prepackaged displays.

Procurement. Merchandise is ordered from the coopera-
tive warehouse in the same manner as described for Store 3.

The large produce business at Store 4 necessitates ordering
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all staple merchandise, such as apples, citrus fruits, dnions,
and pétatoes, on Tuesday to handle the double stamp day shop-
pers on Wednesday and on Thursday for the heavy week-end sales.
This schedule saves unloading time which can be devoted to
handling and pfeparing perishable merchandise, such as berries,
green vegetables, and soft frults, the rest of the delivery
week. The type of customers requires ordering all items avail-
able at the cooperative warehouse, even though prices are 10
to 20 cents above the seasonal averages. Items of this kind
are cut down to the smallest possible delivery unit in order
to feature the item but to reduce the loss if the price is
prohibitive.

Receiving and handling., Essentially the same procedure
is followed for receiving and handling merchandise as des-
cribed for Store 3, since both Store 3 and Store % are oper-
ated by the same company,

Merchandising. The diagrammed rack plan prepared by the
produce manager also proved unsuccessful in this store after
a month's trial for the same reason mentioned in Store 3--
lack of flexibility. The regular weekly promotional meeting
is attended by the produce manager, in addition to discussing
and planning displays within the store with the produce super-
visor. Dislocated and stumble displays are used effectively
to return extra sales on Wednesdays and on the week-end. A
dislocated display 1s a display usually placed away from the

produce department. Such displays are at the end of gondolas
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leading to fast moving merchandise, such as baby food, coffee,
or soap powder., "Stumble® displays are usually quick-turnover
displays of a featured item placed in the center of the first
aisle after entering the store. Displays of this type are
largely for impulse sales because customers cannot help but
stumble upon them as they shop the étore.

About 90 peréent of the produce sales in this department
are prepackaged and unitized. Funnels are used to expedite
packaging beet greens, green and wax beans, head and leaf
lettuce, onions, parsley, peas, aﬁd potatoes, whereas fruits
such as apples, grapes, grapefruit, lemons, oranges, peaches,
and plums are packaged without using funnels., Head lettuce
is unitized by wrapping it in cellophane, sealing, and pric-
ing with gummed labels. Lettuce can also be unitized as as-
paragus, celery, and green onions by use of twistems or rub-
ber bands to prevent leaves from breaking. Price marking
the stem ends with indelible pencil or the twistem band re-
sults in a unit that is easy to select from an accessible
display.

Rack items are sprinkled hourly and the constantly han-
dled merchandise is rearranged. Inferior quality merchandise
is removed from the rack and placed in pliofilm bags or trayed
and priced for quick sale at the "close-out® table. Displays
are replenished as needed and checked periodically for quality

to assure shoppers of fresh quality produce.
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Highly perishable items, such as leaf lettuce, mush-
rooms, and prepackaged produce, are removed from the rack
and berries are taken from the display tables and placed in
the refrigerated compartments below the display rack at clos-
ing time., If time permits, burlap bags are soaked prior to
closing time and placed over the remaining rack merchandise.
Usually, however, the rack produce is sprinkled, covered with
burlap bags, and sprinkled again. The overnight care of cov-
ering the produce rack with wet burlap instead of dry burlap,
as described for Store 3, is a matter that is left entirely
to the discretion of the produce managers.

Past experience has shown that the hours from 4330 to
6:00 P.M. are as busy as any during the day; therefore, no
price reductions are made on merchandise not to be kept over
the week-end until thirty minutes before closing time. Mark-
downs are minimized by repeated use of the microphone, begin-
ning at 5:00 P.M. Surplus merchandise is reduced one-third
at 5:30 P.M. and a second price reduction is usually made
fifteen minutes later by selling merchandise at two for the
retail price of one. Occasionally, surplus merchandise is
sold, after Saturday's closing hour, to a neighborhood res-
taurant for a satisfactory price. As was pointed out for
Store 3, no written records are kept of markdown losses,
which makes it impossible to determine the reason for the

losses and to minimize them.
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The suggested price list that is sent daily under the
merchandising plan is followed closely, although grading by
the produce manager 1s practiced whenever possible, Multi-
ple pricing, especially of prepackéged citrus fruits, en-
courages larger unit sales and facilitates rotation of mer-
chandise handled. All produce 1s marked with indelible pen-
cil, stamped, price tagged, or priced when prepackaged to
eliminate customer waiting to have items weighed and bagged.
No code date is used on prepackaged merchandise because daily
ordering results in an almost daily turnover. Prepackaging
is also done in a range of sizes to sult the needs of differ-
ent customers,

Rack and table displays are changed daily. Full dis-
plays are kept attractive throughout the day and week with
good quality fruits and vegetables to stimulate customer
purchases., An important effect of a large display 1is to
attract the attention of all customers in the store and to
induce a larger proportion of all customers to purchase,
and thus boost total store sales.15

Talking signs and picturesque advertising material fur-
nished by the cooperative are used throughout the department
for the selling theme each week. Regularly, the weekly pro-

duce feature i1s mentioned during spot announcements over the

15Hinkle, W. B., Jr., Merchandising fresh fruits and veg-
etables in re{ail stores., Part II. Practices affecting sales
and spoilage. Cornell University Agricultural Experiment Sta-
tion, College Station, Bull. A. E. 819, 1952. p. 10.
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local radio and television stations. Newspaper advertise-
ments appear in the local papers on Tuesdays and Thursdays.
Trade journals and magazines circulate among the seven com-
pany-owned stores to aid personnel in keeping abreast with
trends in the grocery store field, although circulating
coples rarely reach the produce manager.

Prepackaged items are purchased whenever possible be-
cause no labor cost is involved at the store and because of
the longer keeping quality and the eye-catching appeal of
the packaging used. The public address, or loudspeaker sys-
tem in the store is used throughout the day to "talk up"
specials during the week, particularly when the store is
filled with shoppers. Records show that a bonus of $150 to
$200 is paid the produce manager at this store every four
months,

Sales and cost data. The same records are kept for
this department as are kept for Store 3. No record is kept
of markdown losses., The first price reduction is one-third,
followed by afproximately another 20 percent as the second
price reduction. Selling surplus merchandise to the restau-
rants in wholesale amounts helps to reduce week-end markdown
losses. Inventories are taken weekly for tabulation and
analysis, although no turnover records are computed because

of daily deliveries.



CHAPTER V
STANDARDS AND BASIC PRINCIPLES IN MERCHANDISING

Basic Principles of Produce Merchandising

Fruits and vegetables are usually the smallest propor-
tion of total sales but, nevertheless, are important because
they yleld more than a satisfactory profit margin. Retail-
ers are aware of this, but with so many details requiring
attention in over-all store management insufficient time is
generally devoted to the operation of the produce department.
The following information is presented as a guide in handling
the produce department as a profitable store operation., It
is recognized that individual differences in stores exist
and, therefore, the material will not cover all situations.

Centralized responsibility. Next to meat handling, pro-
duce Merchandising probably reqﬁires higher managerial skill
than any other department in the retail store. As the size
of the produce department and the number of clerks increase,
it becomes especially urgent to organize the work efficiently.
Managerial responsibility for fhe department should be cen-
tered in one person. In some retaill food stores the store
manager assumes direct control of all departments, delegat-
ing routine responsibilities to a head clerk in each depart-

ment., In other instances the store manager assumes over-all
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responsibility, but grants practically full operating author-
ity and responsibility to the department managers. Both sys-
tems can be efficient, but all employees in each department
must know "who is boss."

Because of the perishability of the commodities han-
dled, a produce manager must have a sense of urgency toward
his work and recognize and coordinate his ordering, storing,
displaying, and selling activities. Centralized responsi-
bility is necessary in order to fully synchronize these
phases of the produce department operation.,

Balanced procurement. A produce manager can normally
obtain over 100 fresh fruits and vegetables during a year's
time, but often has difficulty in determining what items to
feature because of differences in customers' desires and 1n
seasonal and quality changes. The solution to this problem
can be found in balanced procurement,

"In fresh fruit and vegetable merchandising 'balance'’
means buying and selling produce of the kinds and in the
proportions the public wants, so that the business is in
equilibrium with the demand. It also means that no group
of fresh fruits or vegetables is neglected in favor of
any other group.®l

Seasonal items are generally featured to attract more

shoppers into the store, thus increasing the total volume of

store sales. Large quantities of different produce items can

1The Progressive Grocer. How_ to Make Mgne¥ Selling
Fresh E;uits and Vegetables. New York: The Butterick Company,

Incorporated, 1949, p. 47.
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be easily sold by balanced sales of the five basic commodity
groups, as shown in Table 3, If any group drops substantially
below its expected percentages of total produce sales, cor-
rective action can be taken to boost the sales of items in
that group up to the desired percentage. Balanced merchan-
dising requires keeping adequate records, similar to those
kept for the stores in the cooperative merchandising plan
described in this study.

Receiving and storing. Available refrigeration facil-
ities should provide the proper air, moisture, and tempera-
ture to maintain the top quality of fresh fruits and vege-
tables. Since produce is primarily sold on appearance, it
cannot be treated like staple groceries in the backroom.
Spoilage losses at the store can be reduced if merchandise
is spot-checked upon arrival. Fresh produce should be check-
ed for count, correct billing, crushed or bruised merchandise,
damaged packages, and proper containers.2 Several samples
should be opened when checking.

The storage backroom and walk-in cooler should be close
to the preparation area to avoid unnecessary handling of in-
coming merchandise. Careful pianning and arrangement of the
recelving room for storing merchandise will save time, labor,

and spollage due to rough handling and lack of rotation.

2Anon. "Quality Control." Produce Handbook. Proceed-
ings of the SMI Regional Managers Meetings., Part I. gSuper

Market Institute. p. 11
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Code dating crates in the absence of daily deliveries will
aid their movement in correct order. Produce received should
be placed in the cooler at once because tests have shown that
produce left outside the cooler for about two or three hours,
in hot weather, loses more of its "bloom," or color, than in
five or six days inside the cooler.3

Reserve backroom and cooler stock should be kept to a
minimum. Basket merchandise should be pyramided, while crat-
ed produce should be stacked on the flat side rather than on
the bulge. The walk-in cooler can be divided and arranged to
accomodate "wet" produce, such as celery and lettuce, and
"dry" items, such as apples and citrus. A smaller but ade-
quately sized cooler 1s preferred to a larger cooler because
a larger than necessary cooler tempts the person ordering to
fill up space in lieu of handling fresh supplies daily. Bur-
lap bags of onions and potatoes should be stored to allow
circulation of air. Unnecessary markdown and better prices
result when the freshness and quality of merchandise is re-
tained through careful receiving and storing practices.

Effective displays. Displays are planned to attract
attention as well as to sell fresh, top-quality, properly
prepared produce. Bulk and prepackaged displays accomplish
this by utilizing promotional material from grower and ship-

per organizations. Large variety and quantity are evident

3Loc. cit.
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when at least 30 items are offered. Display planning in-
cludes such factors as advertised and seasonal items, avail-
ability of merchandise, price, quality, and strategic space
allocation for fast and slow moving merchandise. For maxi-
mum sales with a minimum of attention, one must consider the
following 12 principles of effective display ar}angement.

l. Cleanliness--clean fixtures, surroundings, and mer-
chandise for séle.

2. Freshness--buy only quality produce having freshness
and "bloom,*

3. Color contrast--alternate green items with other colors
whenever possible.

4, Ease of shopping--make it easier for both short and
tall customers by using ribbon displays.

5« Uniform height--no *hills" to hide items in adjacent
“valleys." '

6. Proper space allocation--give each item the amount of
space its sales warrant and space the big sellers out
on the rack so that the customer is exposed to the

other items between them.l+
7. Variety--customers will often go out of their way to
shop the store that consistently carries all the var-

ieties of produce they want.

l’Higgins, R. A. and George N, Motts. Fruit and vegetable
merchandising manual. Cooperative Extension Service, Michigan
State College, p. 23.
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8. Group related items--help the customer to quickly
find the items she wants., It may also suggest items
to be used together.

9. Planned location of items--spot advertised and special
items where they are most likely to catch the custom-
er's attention.

10. Mass displays--give volume appearance by dummying up
the display if there isn't plenty of merchandise for
the customer to choose from.

11. Clean, readable price tags--an effective selling dis-
play with properly priced merchandise helps the cus-
tomer make up her mind.

12. Consistency of display--be set up as early as possible
in the morning. Maintain full displays attractively
and appealingly for the first, as well as the last,

customer.5
Types of display: Soft, fragile, and highly perishable

items such as avocados, cherries, pears, and tomatoes may be
trayed and built into a "selective" display. Items which are

particularly susceptible to handling bruises are placed on a

table, one layer deep, so that the customer can view each

item without even picking it up. It has been found that,

vwhen replacing a trayed item not desired, the customer will

5Anon. "Effective Display." Produce Handbook. Pro-
ceedings of the SMI Regional Managers Meetings. Part II.

Super Market Institute, p. 2
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almost invariably put the item back in the same place rather
than pile it on others. Losses are thus minimized.6

Merchandise that is simply rolled onto a display table
is known as a " jumbled" display. This differs from the se-
lective display in that an individual unit may be picked up
and 1t will not disturb the display or leave a portion of
the display vacant.

"Pyramid® displays require a.great deal of valuable
time in arrangement and often reduce sales because some cus-
tomers hesitate to disturb the "show" effect.

Refrigerated items are usually placed at a "uniform"
display height because items are placed in rows side by side
to form horizontal ribbons on the rack. Rack items are usu-
ally several layers deep with butt or stem ends usually fac-
ing in the same direction to give a more effective color
contrast.

Up-to-date merchandjsing practices. Constantly striving
to "sell out" every commodity at closing time tends to hold
down losses and keep profits high. Successful merchandising
attempts this by making it easy and convenient for customers
to purchase through up-to-date merchandising practices, such

as "related item" selling. The secret of related item sales

6Andrews% R. J. Retaller training in the merchandising
s

of fresh frui and vegetables. United States Department of
Agriculture. Production and Marketing Administration, Wash-
ington, D. C. 1949, p. 7.
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is to sell an idea, just one idea, to customers.7 It may be
a holiday picnic, an Easter egg coloring contest, spring
cleaning, or canning season. After the idea is determined,
the feature item is selected and displayed in a mass selling
arrangement, Finally, a few related items may be displayed
nearby merely to remind customers about related items needed
1# connection with the main or central idea suggested. Quite
often the convenience of being reminded about related items,
which are occasionally overlooked, i1s appreciated.

Another mérchandising practice widely used by produce
managers throughout the country is pricing all produce by
weight., The following five reasons for adopting this method
of pricing are: (1) weight pricing is fairer to customers
who want a small unit because wide variations in size among
unit-priced produce items penalizes the buyer who cannot use
any more than a small size unit; (2) weight pricing is'fairer
to late-in-the-day shoppers since items are well picked over
with only the midgets left; (3) waste is reduced by weight
pricing because buyers gain nothing price-wise by picking
out the larger unitsAand there are fewer throw-aways; (4)
time is saved by building the displays when large and.small

units can be placed together; and (5) produce sales can be

7Kuhn, H. What Every glegg Should gngw. Chicago: Na-
tional Association of Retail Grocers, 1951, p. 61.
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estimated in advance more easily by establishing the markup
on the unit welight for each delivery.8

Cross-merchandising, or selling non-produce items with
produce items, 1s a method of getting the customer to buy
something in addition to what she has on her shopping list.

A long-profit item that a customer does not have on her
shopping list is selected as the non-produce item. The dis-
play of the non-produce item must be large and attractively
displayed. The 1list of such useable items is endless, but

a few of the non-produce, high profit items are corn holders
with corn, potato peelers with potatoes, hand orange squeez-
ers with citrus fruits, and plastic or wooden salad bowls and
dishes.?

Use of adequate management records. The kind and num-
ber of control figures to keep depends upon the individual
operation, In order to discover the profitability of oper-
ating his department, it is necessary that the produce man-
ager institute some form of controls as a guide to more pro-
fits., The records should supply information on sales, costs,
and profits. The records kept for control purposes should be
relatively simple and inexpensive and not more complex or

costlier than locating or controlling the losses.

8Pool, Je Goy Jr. "Profit Tip: Price All Produce By
Its Weight.® [The Grocer's Digest. May, 1952. pp. 10-11,

9Anon. "Merchandising Related Items." Produce Hand-
book. Proceedings of the SMI Regional Managers Meetings.

Part II. gSuper Market Institute. p. 28.
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Keeping records can be an expense not justified if too
elaborate a system 1s installed which causes inefficiency in
utilizing office machines and personnel.

"Three things to take into account in setting up
either financial or stock controls

1. Will this particular system provide the infor-
mation desired?

2. How much will it cost to operate?

3. %gng%ﬁsjggziigdgﬁiga expenditures for the

"Yardsticks" for the Produce Department

Variety of items. Many retallers have overlooked the

importance of promoting specialty items. While it is true
that individual specialty items may constitute less than one
percent of totai produce sales, nevertheless, displaying them
can contribute over five percent of sales during the height
of the season.11 The higher profit margins yielded by spe-
cialty items compensate for the more difficult handling and
preparation. A generous variety of high quality merchandise
is often the differehce between keeping regular customers or
losing their purchases of produce and other household needs.
Even casual observations in successful produce departments

indicate that it takes 20 or more different items to provide

10pj11ar, R. A_Guide to Better Handling and More Effi-
cient Merchandising of Fresh Fruits and Vegetables. ashing-
ton:s National League of Wholesale Fresh Fruit and Vegetable
Distributors, 1948, p. 36.

l1McGaha, M. "Stock More--and Sell More." e Grocer'!
Pigest. July, 1952. p.l2
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a reasonably satisfactory variety to attract customers and
to maintain a well-balanced department.

Balance among items. A satisfactory balance in the pro-
duce department provides the kinds of fruits and vegetables
that customers look for and the convenient quantities they
prefer to use. A good balance among the various items helps
to meet competition because higher margins on some items can
offset lower margins on others. Variety items also increase
the opportunity for impulse sales. Several studies have shown
the proportion of total produce sales represented by the in-
dividual commodities.l? Data are also available on the com-
parative sales of various groups of commodities, and from
such studies pricing tables have been devised to assist a
produce manager to secure a desired over-all gross margin
in his department.13 The pricing formula adopted in the co-
operative merchandising plan is intended to keep the sales
of individual items as close to the customers! preferences
as possible.

Surveys made in eastern cities reveal that less than

30 of the 125 commercially marketed fruits and vegetables

127he Progressive Grocer. How to Make Money Selling
Fresh Fruits and VegetEbles. New York: The Butterick Com-

pany, Incorporated, 1949, pp. 52-55
13McGaha, M. Ibid. p. 13.
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account for more than 90 percent of the consumer's dollar

spent on fresh produce.lh

Eercent of stores salegs. Grocery store operators are
continuously seeking a cut-and-dried answer as to the amount
of space that should be allocated to the selling departments
and the best distribution of total sales among the departments.
Since no one satisfactory answer has been found for all situ-
ations, the Super Market Institute has prepared questionaires
the past five years to discover the sales percentages for the
selling departments. The 1953 survey included 300 companies
operating 3,955 stores. The findings are used by member
stores as a basis of comparison with their own departmental
sales percentages.

Produce sales, as a percent of store sales for the mem-
bers participating in the survey, ranged from 11 to 14 per-
cent in 1953. These percentages were obtained from companies
throughout the country having annual sales of one to over
forty million dollars. Produce sales in the East North Cen-
15

tral reglon averaged 12 percent of store sales.

lll’Rasmussen M. P. Consumer purchases of fresh fruits
at retail. Cornell University Agricultural Experiment Sta-
tion, College Station Bull. 851, 1949, p. 9.
Rasmussen, M. P. Consumer purchases of fresh vege-
tables at retail. Cornell UniversitﬁhAgricultural Experi-
ment Station, College Station Bull. 849, 1948, p. 1k,

15The Fifth Annual Report. Super Market Institute.
1953, p. 9.
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In a Syracuse, New York, study covering 180 owner-oper-
ated food stores with total weekly sales of $2,000 or more,
it was found that produce sales ranged from nine to eighteen
percent., These percentages were based on average weekly
sales of fruits and vegetables from $67 to $694 respectively.l6
Small volume stores, such as Store 1 in this study, can com-
pare similar surveys to evaluate their present produce sales.
There are no statistics covering all stores throughout
the country but various surveys show that produce sales equal
to 15 to 25 percent of total store volume are readily attain-
able by alert, efficient merchants.17
e er _square ot. It 1s generally accepted in the
trade that the proportion of the total store business to be
expected from the produce department should be at least the
same proportion as 1ts percentage of floor space in the store.
This can be achieved because a smaller produce department will,
because of the higher markup on produce, as compared to mark-
ups on groceries and meats, provide for more than its share
of dollar profits for the smaller space occupied than wili
groceries or meats. Determining the sales per square foot

of a produce department will reveal if the department 1is

bearing its share of the store expenses in proportion to the

léyinkle W. B., Jr. Store characteristics and produce
operations. &ornell University Agricultural Experiment Sta-
tion. College Station Bull, A. E. 818, May, 1952, p. 35.

17The Progressive Grocer. Jow to Make Money Selling
Fresh Fruits and Vegetables. New York: The Butterick Com-

pany, Incorporated, 1949, p. 175.
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space occupied and also if the selling area is being utilized
for maximum sales,

The Syracuse study showed that produce sales per square
foot of sales area in the stores with weekly sales of $15,000
or more were $2.59 and $1.61 for stores doing less than $7,500
weekly.18

Sales per man hour. Dollar sales per man hour are used
by managers to compare the relative efficiency of labor in
the various departments. Estimates of sales per man hour
vary substantially, due in part to differences in the ele-
ments considered, such as buyer's, supervisor's, or store
personnel's help when computing such figures. Since bases
for computation vary somewhat, figures are not always com-
parable; however, 17 companies at a produce clinic reportedj
dollar sales per man hour ranging from $15 to $22.19 Hinkle
reports that stores doing over $15,000 weekly averaged $9.81
in sales per man hour and stores with weekly sales of less
than $7,500 averaged $5.2h;20 The backroom area is not in-
cluded in these produce department sales per square foot.

Turnover rate. The turnover rate is the number of times

that an inventory of goods is sold during a stated time.

18yinkle, W. B., Jr. Ibid. p. 1k4.

19National Assoclation of Food Chains. Merchandisin
and Qperating Problems on Produce. February, 1952, p. 10.

2Oginkle, W. B., Jr. Ibid. p. 18.
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Since produce is perishable, a higher turnover rate is desir-
able. An efficient produce manager should know his dally or
weekly turnover rate. The advantages of a high turnover are:
(1) that the customers handle produce less frequently; (2)
variations in temperature and humidity, that are responsible
for shrinkage and spoilage losses, are reduced; and (3) cus-
tomers are assured of freshness. A high turnover rate is
desirable, but the inventory should be large enough to pro-
vide a stock to last through the given time period.

The turnover rate for produce is influenced by such fac-
toré as bulk versus prepackaged displays, day of the week,
perishability and seasonal versus year-round items. A survey
made of stores in Baltimore showed that fresh fruits and veg-
etables were turned over once in four days. The average daily
turnover rate was 43 percent on Monday, increasing to 51 per-
cent on Friday, and to 64 percent on Saturday.21 Although no
records on turnover rate have been kept by the four stores in
this study, the turnover rate of four to six time weekly be-
cause of daily deliveries can be considered favorable.

Spoilage and other losses. There are three types of
losses in a produce department: (1) visible losses from de-

cay and spoilage, (2) unseen losses due to weight shrinkage,

21Shull, S. C..and David Burns. Turnover of fresh fruits
and vegetables in retall stores. University of Maryland Exten-
sion Service, College Park., Miscellaneous Extension Publica-
tion Number 12, October, 1951, p. 31.
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‘errors in weighing or counting, pilferage, and cash register
errors, and (3) markdowns.22 ILosses from decay and shrinkage
are to be expected in produce operations. Several factors
that influence the percentage of loss are directly related
to merchandising practices that are, or are not, observed by
the produce manager. Among them would be overbuying, the
care given merchandise in receiving and handling, prepara-
tion, turnover rate, and the quality of merchandise handled.
Losses reported by retailers vary widely, ranging from
one-half of one percent to such extremes as 20 percent.
Losses from visible decay and spoilage in efficient, well-
equipped produce departments average around three percent,
compared to the national average of close to six percent.
Other profitable operations disclose two percent as the
average unseen losses for a year's operation. A satisfac-
tory yearly average for markdown losses should not be more

than one percent.23

22The Progressive Grocer. How to Make Money Selling

Fresh Fruits and Vegetables. New York: The Butterick Com-
pany, Incorporated, 1949, p. 38.

23The Progressive Grocer. Ibid. p. 174.



SUMMARY

The Grand Rapids Produce, Incorporated, was organized
by independent grocers in 1936 to secure the savings result-
ing from large-scale produce purchasing. The organization
is a cooperative corporation for profit incorporated under
Michigan P.A. 327 of 1931. Members now buy four shares of
stock at $50 each for each store unit operated, and these
shares also serve as a credit deposit toward payment of de-
linquent accounts. Present membership includes over 300
independent grocers located in western Michigan from Petos-
key, on the north, to the southwestern part of the state
south of Kalamazoo. The cooperative is a member of the
United Fresh Fruit and Vegetable Association and receives
the services of the United Merchandising Institute, the
produce training organization operated by the Association.

The personnel at the cooperative consists of two buy-
ers, four merchandliser-salesmen, six office women, and 17
employees in the warehouse. Office equipment consists of
adding machines, calculators, typewriters, and telephones.
No teletype equipment is used because it is too slow a means
of communications when buying. Carlots and trﬁcklots of mer-
chandise are code dated and stored in dry or wet coolers.
Deliveries to stores in Grand Rapids are made in company-

owned trucks and to other stores in leased semi-trailers.
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Members' orders are usually taken over the phone by the mer-
chandiser-salesmen who relay pertinent information regarding
condition, price, and quality of commodities at the warehouse.
A retail merchandising plan has been tested for the past nine
months with a member operating seven stores in Grand Rapids
and the results to date have been mutually satisfactory.

Four stores were surveyed in this studys a small and a
large store not under the merchandising planj and a medium
and a large store that are in the program., Personnel in the
produce department numbered one person in the small store to
five persons in the largest store. All stores have adequate
walk-in cooler facilities; three use mechanically refrigerated
produce racks and the other an ice-bed rack. Recelving doors
are near the preparation and storage area in three stores.

The selling areas in three stores are located ad jacent to the
meat department in the rear, as compafed to one in front of
the store. |

All four stores buy from 85 to nearly 100 percent of
thelr produce over the phone from the cooperative; other
sources are commission houses, the local wholesale public
market, and truckers. Deliveries are checked by all stores
for condition, size, and number of units. Merchandise 1is
not code dated because of daily deliveries. Adequate records
of operations are kept by the two stores in the plan, although

none of the four stores record markdown and spoilage losses.
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Among the commonly accepted standards in the retail food
industry for a successful produce department are the follow-
ings

1. For variety feature at least 25 to 30 items.

2. A balanced operation in which the various commodities
handled are in proportion to customers! preferences.

3. A satisfactory percent of store sales of 11 to 1k
percent, although sales may rangé from 10 to 25 per-
cent,

4, A percent of store sales from produce which equals,
or exceeds, the percent of floor space occupied by
the produce department.

5. Sales per square foot ranging from $1.61 to $2.50
per square foot.

6. Sales per man hour of five to ten dollars in stores
with weekly sales of less than $7,500 to $15,000 and
$15 to $22 in stores with sales of over $15,000.

7. A favorable turnover of four to six times weekly can
be obtained with careful ordering or daily deliveries.

8. 8Spoilage losses based on profitable operations averag-
ing three to six percent.

9. Average ma;kdown losses for the year of not over one
percent,

10. TUnseen losses for a year's operation averaging under

two percent.
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