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IN'TRODUCTION

The frozen food industry has been growing at a rapid
pace, It has reached a point now where approximately a nickel
of every food dollar is snent for frozen food, It has moved
from a struggling infant business to one of adolescence which
seems to see maturity in the not too distant future, Seventy-
one per cent of the retail frozen food business is being done
by the corporate chain food store, The growth of frozen
foods, while being strong, has not reached the anticipated
ten per cent 6f total food sales predicted a few years back,
Everyone has a different opinion as to why the sales have not
reached this ten per cent figure, These reasons range from
lack of interest by the consumer to lack of profits for the
retailer,

The retailer has been bombarded by a constant barrage

of new products being introduced daily, He is confused by

this saturation of new products to a point where he doesn't
know which product to keep and which to let go, Compounding
this dilemma of a superabundance of items with a shortage of
display épace is the high cost of expansion, As various
studies have shown, a greater amount of frozen food display
case is not a guarantee of greater sales and profits, In
addition to the high initial costs, the retailer must consider
the increased operating and maintenance costs, He must also

consider the effects of the economic area he operates in,



the social clasées he caters to, and also the factor of
whether he could utilize the space occupied by frozen food
to a greater advantage, both volume and profit wise, with
another line,

The purpose of this paper is to try to gain an in-
sight into some of the problems presented to the retailer
by a study of the profitability of a frozen food department,

A study was made of eight stores of a midwestern
chain whose performance was judged typical of the company's
operation, The study was made for a four week period dur=-
ing which the operating performance of the eight frozen
food departments were recorded,

A comparison between the individual stores was drawn
and analyzed in relation to dollar contribution of the
grocery, meat, produce and frozen food departments to total
store sales, This comparison and analysis was carried

through to percentage of total store sales, dollars per

square foot of selling area and dollars ner lineal foot of
display and selling area,

In order to gain some insight into whether the frozen
food department was a profitable operation, the operating
expenses of the individual frozen food departments were
tabulated and the net profit figures obtained, These fig-
ures helped determine the answer as to whether frozen foods
were economically feasible to handle in these eight stores,

A comparitive study was then attempted to determine



the relationship, if any, of the social, economic, environ-
mental and age factors upon the individual store operations,

The study was used as a basis for the section of the
paper devoted to the analysis of increasing sales and pro-
fits by the immovation of new product lines, rearrangement
of present stocks, location of selling space, pricing and
merchandising,

The paper has been subject to some limitations, No
attempt was made to compare gross profits of the other
departments with the frozen food department, There also
was not any attempt made to compare the manner in which
items were on digplay in relation to their sales., Whether
these limitations have any adverse affect on the results is
not known,

Here is one group of stores analyzed, the results of
which, it is hoped, will prove of value in the retailing of

frozen foods, The results are by no means meant either to

" encourage or discourage any retailer from attempting to sell.
frozen foods, The findings are merely offered as a guide,
It is up to the individual retailer to experiment in his
own situation, However, the issues raised may aid him in
being aware of the issues,

The material used in this report came from personal
observation, published periodicals, books, government docu-
ments and correspondence with people in the frozen food

industry,



CHAPTER 1

IIISTORY OF FROZENl FOODS
MAN'S EARLY WAYS

Historically, it is believed that man began freezing
flesh foods as he moved from sub=tropical zones into glacial
zones and temperate zones which became frigid in winter.
There is even historical evidence that the Egyptian Pharaohs
were fond of frozen desserts.1 |

It is less than a 100 years ago that slow freezing
by artificial means came into being, About 1865 fish and
poultry were slow frozen, In 1880, some freezing of meats
was done and in 1905, small fruits for remanufacture were

frozen'.2 In 1929, the commercial quick freezing of fruits

and vegetables actually began,

TECHNOLOGICAL DEVELOPMENT

The quick freezing process was developed by an en-
terprising Gloucester, Massachusetts man named Clarence
Birdseye, He did not invent quick freezing, but did develop
a system for the rapid freezing of perishable foods in pack-

ages by pressing them between two refrigerated metal belts,

lRobert A, Froman, '"Ice Cream -- Sundae, Monday and
All Ways', Colliers, June 9, 1951, p. 18.

2¢c1ifford F, Evers, "Frozen Food Industry", Industrial
and Engineering Chemistry, 40:2251-53, December, 1948,




The scientific principles underlying this method had long
been known but never applied to fast freeze, Quick freezing
preserves the top qualities of a product because of the speed
of heat removal, whereas slow freezing is uncertain and un-
controlled and quality. deterioration often results,

Clarence Birdseye received his big idea in 1915, while
on a hunting and fishing trip in Labrador, He noticed that
fish frozen in the minus 30 to 40 degrees fahrenheit weather
were as tasty as the fresh product when thawed and cooked
months later,>

Upoﬁ returning, Birdseye began to do research and
experiments with the artificial freezing of foods, In 1923,
he developed plans for a belt froster, Borrowing on his life
insurance, Birdseye went into business, In 1924, he estab-
lished the General Seafoods Corporation, unearthed three
backers who staked him to $60,000 and set up shop in Glou-
cester for more experimental work, By 1926, the belt froster
plans had grown into a 20 ton quick freezing machine,

Birdseye began shipping bulky packs of frozen fish
to the Midwest and kept on experimenting with fruits, berries

and vegetab}es; Business was bad though, it was necessary to
”educate the public‘to the advantages of frozen foods, Frozen

food was synonymous to cold storage food whose flavor was so

bad that the customers would not buy it,

3Quick Frozen Foods, General Foods Corporation, New
York, 1959, p. 2.







In June, 1929, Clarence Birdseye was able to sell the
patents and assets of his immature company to the Postum
Company who recognized the potential of this infant industry.

On March 6, 1930, in Springfield, Massachusetts, quick=-
frozen food was offered to America in retail stores for the
first time, Behind a tumultuous 40 week advertising campaign,
Birdseye launched 27 different products in 18 stores., They
sold 80,000 packages that yearj 800,000 in 1931 and 1,200,000
in 1932.%

GROWTH OF THE FROZEN FOOD INDUSTRY

By 1934, the five year old Birdseye business was frozen
deep in red ink and deeply bogred dowvn by a distribution pro-
blem, The first step in correcting this situation was a cut
in retail prices to develop a greater volume sales and still
maintain a profitable operation, This price cut proved to
be the answer and the company began to move into the black,

It was not until 1940, at which time the country began
to move out of the economic doldrums, that the Birdseye Com-
pany bégan to push for national distribution, Helping to
bolster the sales of frozen foods was the fact that shortly
thereafter no less than 24 per cent of the homemakers had
become defense workers., 1In the quest for shortcuts the age

of convenience foods was borm,

41big,



This era was not one of comnlete success, due to the
fact that it gave birth to many unscrupulous flyeby-night
operators who saw in frosted foods a chance to make a quick
dollar,

The war effort helped the frozen industry to grow in
still another way. Frozen foods in their paner cartons were
a natural to save many tons of steel for other vital needs,
The industry grew from an output of 325 million pounds in

1939 to that of over 4 billion pounds in 1958,

TABLE 1
VALUE OF ALL FROZEN FOODS AT RETAIL*

1942 $162,000,000 1950 = $ 500,000,000
1943 178,000,000 1951 700,000,000
1944 197,000,000 1952 875,000,000
1945 257,000,000 1953 1,200,000,000
1946 324,000,000 1954 1,450,000,000
1947 245,000,000 1955 1,700,000,000
1948 292,000,000 1956 2,106,000,000
1949 375,000,000 1957 2,362,000,000

1958...‘....002’320,000 /000
*Includes all sales of frozen vegetables, fruits, concen-

trates, poultry, seafoods, meats and prenared foods nrojected
at retail prices,

Source: Quick Frozen Foods, March, 1959, p. 150,

The sale of frozen foods through retail outlets con-
sisted of 70 per cent of these values of frozen foods, Of
this 70 per cent, aporoximately 71 per cent of the sales.

were made through chain outlets,



FIGURE 1

FOOD CHAIN FROZEN FOOD SALES RECORD

$
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Source: Chain Store Age, April, 1959, p, 161.
EFFECTS OF OUR CHANGING ECONOMY
There are many socio=economic factors which have re-
sulted in the growing popularity of frozen foods, While the

growth of frozen foods has not hit the predicted ten per cent

of retail food store sales, they have continued to grow at

an ever increasing rate,




FIGURE 2
FROZEN FOOD SALES ARE CLIMBING TOWARDS THE 10% LEVEL
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The average consumption of frozen foods by individuals
today is around 28 pounds per year, which is better than
0.5 pounds per week for every man, woman, and child in the
country.,”® This growth in the consumption of frozen food
can be attributed to changing socio-economic conditions.

One of the changes in our country has been the ine
creased number of women being emnloyed in the United States,
Frozen foods' growth began at the inception of women in
defense jobs, Now that the emergency is over there still
is a working force of women which encompasses a third of the
total national working force, Most women are looking for
easier and faster ways to do their culinary chores, It is
estimated that frozen foods of all tvmes can reduce the
cooking time of the homemaker from six hours to ninety
minutes,

Another factor in the growth and popularity of frozen
foods is one which can be said to be a natural growth, This
factor is our exploding population, It is estimated that
the population of the country will increase from 180 million
to 214 million by 1970 if the birth rate renains constant,
The young adult group (from 21 to 24 vears of age) decreased
in the past decade but in the 1960's it will increase by 53

per cent, New households will be formed resulting in a

SLawrence Martin, "Growth Factors For Frozen Foods
in the 1960's", Frozen Food Field, April, 1960, p. 12,
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still larger potential for frozen foods, Table II shows the
increase in the number of households from 1947 to 1956 and
the projected mumbers from 1960 to 1975,

An increase in our gross national product will also
bring increased demands for frozen foods., As our standard
of living and take-home pay has grown so has the demand for
frozen foods, The increased demand has been especially
growing for the convenience foods, those with 'built-in
maid service', This demand has closely paralleled the
rising gross national product,

There has been a steady increase of the population
into metropolitan areas with emphasis on the ~rowing subur=-
ban population, These suburbs have been growing in the past
decade about 1 1/3 times as fast as the central cities,

This move to ''suburbia'" resulted in fewer shopping trips and
the desire to purchase on this trip enough perishable foods
to last at least a week, With the advent of the two car
family an& the building of shopping centers into outlying
sections this pattern of once a week shopping is beginning
to change, In the 1959 Dupont study of consumer shopning
habits it was found that the average shopner now visits the
supermarket three times each week, with four or five visite
ing a supermarket at least twice a week and more than half
going three or four times a week,

The move to metropolitan areas from rural areas has

contributed to frozen food growth by the fact that more people
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who live in urban areas consume frozen food than those
living in rural areas,®

The development of mechanical refrigeration for home
use has helped increase the sale of frozen foods, An early
study of families owning refrigerators showed that families
owning refrigerators with frozen food compartments boucht as
much frozen fruits and vegetables as families owning freez-
ers.7 This early survey would seem to indicate that those
fanilies possessing home freezers tended to process fresh
food for their home freezers rather than to purchase come
mercially processed foods, With the advent of lower prices
and more competitive selling of commercially processed fro=-
zen food this phenomena, it can be assumed, will change., At
present, it is estimated that there are 7,700,000 home freez-
ers in use and 1/2 of the population now live in homes where
home freezer§ are in use, It is estimated also that 93 per

cent of the families in the United States possess some form

of mechanical refriceration equipment'.8

6Robert B, Reese, Fanily Purchases of Selected Frozen
Fruits and Vegetables, Acriculture liarketing Services, United
States Denartment of Arriculture, Market lesearch Report Mo,
317 (JWashington:Government Printing Office, 1959), pe. 4.

7United States Department of Agriculture, Purchases
of Frozen and Canned Food by Urban Families as Related to
Home Refrimeration Facillties, Agriculture Marketing Service,
Market Research Report lio, 60,

8Norbert L., Chaplicki, A Second Look at Frozen Meats,
Address given at II,A,F.C, Management Cliniec in Chicago,
Illinois, February 20, 1956,
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The educational level of the United States has also
been a factor in the growth of frozen foods.i A survey of
frozen food consumers indicated that their educational level
wag much higher that non-users, It is estimated that 50
per cent of all Americans today are users of frozen food,

It can be assumed by these preliminary findings that
as the educational level increases so will the amount of
frozen food consumed, By 1970, school enrollment will reach
57,500,000 and the population 25 years old and over will
have a high school education or better, The averade ed=-
ucation at present is the seventh grade,?

The rising educational level along with the develop-
ment of chains and supermarkets has helped to eliminate the
social barrier which once separated the rich from the work-
er's families, The former have learned to be more tolerant
and they now all shop the same stores, as the wide variety
in the markets allows them to supnlement their diets at

will.10 This tolerance and reduction of soecial and racial

barriers has opened up many new markets for frozen foods,

Lavrence Martin, op. cit,

10miow American Buying Habits Change'', Monthly Labor
Review, February, 1959, p. 25,




CHAPTER II

BACKGROUND OF THE STUDY

GEI'ERAL CPERATIONAL AREA

There is a need for an analysis of the general oper=-
ational area in which the eisht supermnarkets used in this
study are located., There are various socio=-economic and
environmental factors which will affect the operations of
the stores used and these factors in turn affect any come
paritive analysis of the results,

The eight supermarkets used for this study are members
of a large food chain operating in the IMorht Central region
of the United States, The United States Department of
Aesriculture through various studies and research projects
has indicated that this region ranks second in frozen food
consumption in the United States.1 A lzey factor in the
areater quantities of frozen food consumed in this area no
doubt stems from the fact that vithin this area lies most
of the greatest industrial micht of the nation, This re-
sults in higher incomes, more working women and, therefore,
as previously indicated, a larger market for frozen food,
Also, in this area are more urban families and a ~“reater
concentration of population, This factor also was indicated
in previous surveys as being contributory to creater frozen

food sales,

1United States Department of Arriculture, Fanily Pur-
chases of Selected Frozen Fruits and Vegetables, Acriculture
Marketing Service, Market Rescarch Report 110, 317, DPe 4e
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SPECIFIC OPERATIONAL AREA

The eight stores used in this study were located in
the Cleveland, Ohio metropolitan area, The city of Cleveland
has a population of 1,758,100, The fanmily effective buying
income is $7,333, This ranks the city eleventh nationally
both in population and family effective buying income,
Cleveland's frozen food sales in 1959 amounted to $25,809,000
which gives it a rank nationally of ninth, The rank can be
traced to the previously mentioned factors of high income
rank, concentrated population, high degree of urbanization
and the highly industrialized area with its correspondingly
higher wages,

The stores used were judged as typical of the
company's operations and were located in various areas to
give a cross section of the operating areas of the chain as
a wvhole, They were not the best stores and they were also

not the poorest stores in frozen food sales,

RATING OF TiIE CHAIN IN TIE CLEVEIAND MITROPOLITAN AREA

The chain from which the stores being studied were
selected operated 36,2 ner cent of the cornorate chain
self-service food stores in the Cleveland mnetropolitan
area,2 With this nercentare of stores, the chain did 25

per cent of the total food business in the Cleveland area,

2ihere And How To Sell in the Greater Cleveland lMarket,
Market Research Department, Cleveland Plain Dealer, Cleveland,
Ohio, 1958,
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A survey conducted by the Cleveland Press in 1958
indicated that there was almost an even break of consumer
preference for shopping this chain's stores by both the
upper and lower economic halves of the population;3 The
survey also indicated that the greatest reason for shopping
the stores was convenience of location, This was also the
greatest single factor in the preference of all the other

chain food stores operating in this area,

TABLE 11
THE CLEVELAND MARKET FOR FROZEN FOOD - 1959

Total Food Sales $614,502,000
Food Sales Rank 11
Total Frozen Food Sales $25,809,000
Froczen Food Sales Rank 9
% Total Frozen Food to Total Food Dollars 42
Total Frozen Food Sales per Capita Consumption 14,68 lbs,
) in , per
1,000 capita
Frozen Fruits and Vegetables Consumed $5,678 $3.23
Frozen Jjuices consumed 5,059 2.85
Frozen Prepared Foods Consumed 7 4304 4,15
rrozen Meats and Poultry Consumed 5,006 2,385
Frozen Seafoods Consumed 2,762 1,57
% Total Frozen Sales by leading chains 64,9%

Source: Quick Frozen Foods, March, 1960

315th Cleveland llome Inventory, The Cleveland Fress,
Cleveland, Ohio, 1958,

——
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SOME FACTORS TO BE CONSIDERED IN CCOMPARISON STUDIES

The value of any study and its results lies in the
ability of using the results obtained as a basis for compar=-
ing one's own operation to competitive operations, In order
to help facilitate this and provide a basis for comparisons,
a survey was done of competitive food chains! frozen food
departments,

A survey was made of nine chains, including the one
being studied, as to which department was held accountable
for opmeration of the frozen foo§ department., Seven of the
chains operated vecetables and ice crceam under the grocery
department, One of the respondents had the vegetables under
the produce department, Eight had the frozen packoged meats
displayed, stocked and rung up by the meat departments, The
company, under observation in this study has the complete
frozen food departmenf under the Jjurisdiction of the meat

department, The figures presented in the study will be

soverned by this characteristic,

Another factor to be considered in evaluating these
figures is that all frozen food sales quoted include ice
cream sales, There are various schools of thoucht which
would exclude ice cream sales from frozen food sales, It
is my contention that inasmuéh as they require the same
handling facilities it is much easier to use the common
storage and stocking facilities of the frozen food depart-

ment, This would appear, in my opinion, to reduce costs of
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operation by the exclusion of duplicate facilities and effort.
The exact savings thus induced could be the subject of another
study,
The chain, at the time of the study, did not possess
any label of its own on juices, fruits, vegetables, fish,
meat products and prepared food items, The total frozen
food sales consisted of 85 per cent manufacturer's label and
1. 5 per cent packer's label,
They did sell ice cream under the company label, offer-
ing a complete ice cream line, Under the manufacturer's
1L abel a premium line of ice cream was offered, It was not

a mationally advertised brand of iece cream,



CHAPTER III

A STUDY CF THE OFERATION OF EIGHT
SELECTED FRCZEN FOOD DEDPARTIENTS

ANALYSIS CF FRCIEN FOCD SALES TO TCTAL AI'D DEPARIIEITAL SALES

The operating results of the eight supermarkets being
studied were gathered in a four week period of February and
March, 1960, The time was chosen to obtain a period during
w7Iiich operational firures and seles would be typical of the

s tore's average frozen food business. It was a period un-
af fected by unusual holiday business, snecial promotions,
vwvhich might throw the averages out of line and temnered by
the beginning of the Lenten season which normally results in
a decrease in some food sales, This period would tend to
bal ance meat and sroeery sales and to catch produce in a

se ason which was good but not peak in sales, It also allowed

foxr +the seasonal fluctyation of ice cream sales,

TABLE III

CCMPARISON 1" DOLLAR FRCZEIl ICOD SALES TC TOTAL A'D
DEPARTMENTAL SALES FCR A FCUR WEREK PERIOD,

i_;t_o& Total Sales Grocery Meat Froduce Frozen Food
A ~3$156,793 $ 90,629 $34,782 317,672 $6,855
pis 100,629 56,661 26,398 9,664 3,928
5 115,216 64,645 27,330 12,079 5,581
E 156,192 - 90,596 36,328 15,208 7,030
F 215,702 122,418 52,812 22,404 9,034
. 158,789 94,255 36,447 15,425 6,381
u 196,465 109,996 51,696 19,957 7,408
—_— 128,214 76,597 28,593 12,116 4,954
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TABLE 1V
COMPARISON OF PERCENTAGE CF DEPARTY.:1.TAL SALES TO TCTAL SALES
% % % % P
Store Groce Meat Produce Frozen Foods
A 57.9 26,5 11.2 4.4
B 56,3 30.1 9.6 4,0
C 56.9 -28,0 10.4 4,7
D 58,0 27,8 9.7 4,5
E 56,7 28,8 10.3 4,2
F 59.4 27.8 9.7 4,1
G 55,9 30,2 10,1 3.8
H 59,7 26,2 10,2 3.9
Average 57,6 28,1 10,2 4,2

The analysis of the percentase of total sales ficures
oxf the eight frozen food departments reveals that the average
me rcentate of frozen food sales is 4,2 ner cent, This per-
centage of total sales fisvre is below the national average
of 4,7 per centl by 5 per cent, In talling with the mer-
chandiser of frozen foods for the chain he expressed the

opinion that this nercentare figure may reflect some unusual

condition as the company estimnted their percenta~e of fro=-
Zen food sales to be closer to 5 per cent, This would
indicate a deviation of .8 per cent. This would still ine
dicate a good operation percentase wise as Chain Store Are
Masrazine reported that in a stndy of the frozen food oper-
Ations in 1959 of 25 chains, frozen food sales varied in the

Teporting chains from 2,1 to 10 per cent of total food

———

S 11The True Look of the Super Morket Industry, 1959",
=\per Market Merchandising, May, 1960, p., 78.
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sales.?2 This variation is one of the widest of any commodity
in the store and indicates that the notential market is still
1 arger than has been topned by the chains to date,

Taking these remarks as a keynote it is possible to
assume that while these eicht markets are doing an accept-
able anount of frozen food business there lies in these
markets a heretofore untapped potential, Frozen foods are
prodicts in which there is the grentest notential for the
Iindividual departaent mannser to d7splev his ovn initiative
and wmerchandising techniques in boosting the sales of this
department, The Dupont survey revealed that of frozen food
Puxrchases 83,4 per cent were in store decisions, This is
ed ~ht out of ten frozen food purc‘nases.3

A further analvsis of these nercentade ficures does
Not reveal any grecat correlation between produce and frozen

food sales, That is, there were not any storec which had

hi gt frozen food sales and exceptionally low produee sales

OX wice-versa that night indicate a preference of one for
t.he other, Some correlation wés thourht to exist as frozen
Verretables and frozen juices are the best sellers in most
Frozen food denartments,

Store A, which had the highest percentage of produce

Sales to total sales ranked third in frozen food sales,

———

N 2uThe Untapped Frozen Food Market', Chain Store Ade,
“Pril, 1960, p. 138.

B 3Instant Money, The American Institute of Food Distri-
W“tion, Inc,, Hew York, 1960, p. 25.
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Store C, which ranked the highest in frozen food sales, ranked
second in produce sales, The conclusion reached on the basis
of performance of these eight stores in this limited study
is +that the two departments rather than competing with each
other complement.each other,

There seemed to be very little variance between the
grocery sales and frozen food and produce sales which might
incdicate a preference of canned goods over fresh or frozen.
Of course, it must be realized that although total grocery
sales plus frozens and produce remain relatively constant,
we do not know enough about the breakdowvm of grocery sales
themselves (dairy, bakery, soaps, canned goods, etc,) to be
able to state definitely that canned versus frozen items are
in amy predictable relationship.

There was some anticipation of a definite correlation
betiwreen the highest meat denartment sales and higher frozen
food sales, The basis for this anticipation was based on
the Ffact that in this chain the majority of frozen food de-
PAr-tments are located in space oprosite the meat department,
The implications being that high traffic in the meat denart-
MeNt would draw customers to the frozen foods denartment.
The Teasons stated for this location is that it facilitates
stoeking of frozen foods by meat department personnel who
ha':‘dle the frozen food operation., It also was recasoned that
the lomemaker, in choosing her main course of meat, was able

t . . .
° Supnlement it with frozen veretables and desserts to com-
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plete her meal in the same general buying area, Store G,
with the highest percentage of meat sales, ranked lowest in
frozen food sales, In direct contrast, Store H, which ranked
lowest in percentase of meat sales, also ranked low in frozen
food sales,

There does not appear to be any correlation between
higcsh meat sales and high frozen food sales except in the
case of the lowest performer, At this noint it would be
unf air to make any rash conclusions on performance until
other factors affecting it have been considered,

i:\ELATIOHSI-IIP QF PERCENITAGE OF STORE SELLIIG AREA TO

The next arca to be considered in determining the
Prof i tability of a frozen food department is to determine
the wercentage of store selling space occupied by the de=-
Par-tment in relation to that occupied by the other depart-

Ments, The purpose of this comparison is to determine

wﬁether the frozen food department is producin,d, sales com-
PAT able to other departments in the store., It sets up the
Tue s+tion as to whether in some stores the space allocation
Showld be reduced or in others it should be increased.

The analysis of Table V indicates that in relation to
the amount of total store selling space, the meat department

r
STurns the best percentage of store sales. In the eight

S L (] . . o J
tores studied it is interesting to note that in an average



TABLE V

PERCENTAGE OF STORE SELLING SPACE TO
PERCENTAGE OF DEPARTMENT SALES

STORE A
% of Sales
% of Selling

STORE B

% of Sales
7% of Selling

STORE C

% oFf Sales

7% of 3elling

STORE
7% o=F Sales
% of Sellinc

STORE E
;73 o X Sales
© Oof Selling

STORE F
o o Sales
% of Selling

STORE ¢
% OF Sales

o
% of Selling

STORE
7% OF Tales

5 S
® Of Selling

:=:==:::

Space

Space

Space

Space

Snace

Space

Space

Space

GROCERIES MEAT
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57,9 26,5
62,9 13,6
5643 30.1
67 .0 15.0
5649 28,0
69,0 14,0
58,0 27,8
65.0 16.0
56,7 28,8
66,0 14,0
59.4 27.8
68,0 15,0
55,9 30.3
69.1 13,2
59,7 26,2
66.0 14,0

9.7
10.0

10.3
11.0

11,0

10,1
12.7

1.0.2
15,0

X3
o\
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)
oN

o
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W
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of 14 per cent of total store selling space this department
aid 28,1 per cent of the total store business., Groceries,
An contrast, while doing 57.6 pcr cent of the total store
biursiness, needed 67,3 per cent of the total store selling
area, The produce denartment did close to the amount of
business for which it had floqr space, It averaged 10.1l
mer cent of total sales in 10,8 per cent of the total store
selling areca, The frozen food department occupied 7.5 per
cent of the total store selling area and did only 4,2 per
cent of the business, This performance would indicate that
in xrelation to the other departments frozen foods were not
contribui;ing their share of sales in relation to space

- occupied, The immediate reaction to this is perhaps the

Snace is not being utilized properly and could be used more

adwvantareously in another way., lere again, it is not in-
tended to jump to any premature conclusions until all the

evidence has been carefully weighed and analyzed,

The analysis of Table VI, which compares the dollar
Feturned to the square feet of space occupied by the depart-
Men ts bring forth a conclusion that in some instances frozen
fooda sales compared favorably with the sales of other de=-
PaATtments in the stores.

It was revealed that in stores B, C, G and H, frozen
fooq sales per square foot of selling space were very near
that

of grocery sales. The significance of this revelation

cr' ° ] .
s only be hinted at as there is not enough evidence to
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substantiate it. The dollars per square foot of produce

in stores B and G is very close to that of frozen foods,
Three of these four stores also have the lowest total square
feet of selling area, This hints at several possibilities,
The first possibility being that perhaps the stores with

the lowest dollars per square foot have not matured to their
expected return pef square foot of selling space and those
with the highest return have reached their best operational
level, The other possibility exists that perhaps some of
_the stores were buil? larcer than necessary in relation to
the market it serves,

The stores having the smallest amount of frozen food
selling area appear to have the best dollar return per square
foot., The question arises at this point as to whether an
expansion of frozen food selling space in these stores
would result in a proportionate increase in frozen food

sales, It also raises a question as to vwhether a reduction

of selling area in the. stor~~ with the poorest performance
records would leave sales at the nresent level or whether

. they would decline more by such a move, If an affirmative
answer could be given to the first two quections it would
appear to be beneficial to the chain as a whole to reallocate
the devartmental selling area to fit the needs of the individ-
‘ual operatignal area, Both sales and profits would likely

be upgraded, One indication at this point is that a larger

- selling area for frozen foods is not a cuarantee of greater



sales, There are other factors which influence the rate

of sales of frozen foods which vill be investigated later
in the paper.

TABLE VII

RELATIONSHIP OF VARIOUS MEASUREMENTS OF
FROZEN FOOD SALES EFFICIENCY

$ Per Lineal Foot of Displav Case

. Store
A B

A B C. D B F & H
95.21 95,80 99,64 76,41 102,60 104,67 112,24 98,46

Lineal Feet of Selling Space for Frozen Food

Store
A B o} D E b3 G H
72 %1 56 92 Ef: 31 66 56
$ Per Square Foot of Selling Space
Store
A B c D 5 E G H
7«39 8.73 2.07 6.25 8456 10,37 11.88 7 .62
Square Feet of Selling Space
_ Store o
- A B C D E F G H
928 450 6I5 1,123 1,055 615 623 650

% of Selling Space Cccupied

Store
A

AT B ¢ b E F G i
9 5 7 9 5 6.5 6 7

28
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Table VII is intended to indicate that the measurement
of a frozen food department's efficiency in regard to dollars
per lineal foot and dollars per square foot, in this case,
are rouchly parallel, As dollars ner lineal foot went up so
also has the dollars per square foot in proportion. In re=-
lation to the other stores, Store E did show a greater dollar
per lineal foot increase than the dollars per square foot in
proportion, The reason for this cannot be accounted for,
Perhaps the answer lies in the actual oneration of this
denartment, Possibly better utilization of space was rea=-
lized for some facet of the store traffic pattern was cap-

italized on,

CCST OF OPERATICHS AMD PROFITS RESULTING

The relationship of dollar sales and floor space
occupied of the frozen food denartment to the other depart-
ments in the store has been investigated., It is necessary
in any evaluation of performance to comnare the costs of
operations and the pfofits resulting, The study of the
operations of the eicht frozen food departments is presented
at this time, No attemnt has been mnde to compare the costs
of operations and profits of the frozen food department to
that of the other departments in the store. The main thought
is to establish the profitability of the frozen food denart=-

ment.

Every company has its own method of charrsing expenses
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to the various departments, The charges made to these

eight stores are governed by the campany's accounting pro-
cedures, It was very difficult to obtain some costs of
operations on a per store basis., Some of the figures availe-
able were charges to that particular department as nercent-
ave of sales, The results obtained are governed by this
condition, Wages apnlied to the den~rtment were actual
wages utilized by the frozen food department and were thusly
charged,

It is the author's opinion that such allocation of
costs act in various instances as a penalty to the superior
nerformer, as he is being charged in »roportion to the amount
of sales he has the ability to conjure, The argument in
retaliation would be that perhaps some of the inefficient
operators were faced by outside influences over which they
didn't have any control and could not reduce their cests
below a certain minimum fiqure,

. Table VIII shows a breakdown of expenses of the eight
frozen food denartments and the resulting profits of each
operation, It can be noted that all eight departments
operated very profitably. The average net orofit before
taxes of all eicht departments was 7.9 »ner cent of sales,

after taxes, a net nrofit of 3.8 ner cent is indicated,

Chains of this size as a whole had 2o net nrofit after
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taxes in 1958 of 1.4l per cent of sa].cs.4 This would in-

dicate that these eight stores' frozen food denartments are
operating 2,39 per cent better profit wvise that the stor

as a whole, While there aren't any {isures available to

indicate what percentage of total dollar profit the fro:en

food departments in these stores contribute, it would hbe

safFe to assume that it is at least in relation to the other

dempartments' contributions.

The individual stores'! performances, profit wise,

showed very little variation, the majority operating close

to an eight ner cent net nrofit before taves fisure, The

store with the hichest dollar volume of sales did not pro-

duce the highest nercentage of profit to sales, in fact,

store B with the lowest dollar volume of sale piesented the

largzest percentace of profit to salcs of the eight stores,

Store E, with the highest dollar sales lay in the medium

ranrre of percentage of sales profit but contributed the

grentest dollar profit of all stores, This would seem to

indicnate that percentate of sales profits are not always

the chief determinant of dollars contributed to total pro=-

flt'*‘ It is necessary to also have volume of sales to Mmaine

-~ e

tain Tiigh dollar nrofits,

“W:leert B. England, Oneratine Results of Food Chains
Jén 1053 ,Harvard Dusiness bcbool Bureau of Business Research,
oOStEOTL, lassachussetts. p. 4.




Edward M, Barnet writes, "A small apnliance dealer
with operating expenses of 28 per cent of sales is -assured
a 33 1/3 markup on the retail list of a nine dollar fair
traded electric fan =-- what is not suaranteed is his total
dollar return, If he sells 12 dozen fans in one year, his
agross margin is $432,00 (144 x $3). DBut if a nearby dis-
count house sells 240 dozen fans at $7.50 cach (20 per cent
markup on retail) it has $4,320 in cross morgin (assuming
the same $6 unit cost) a dollar intake, ten times greater!

Even more dramatic is the difference in gross return
on investment =-=- the traditional retailer carries an
average inventory of three dozen of these eclectric fans
and he turns his investment of $324 (at retall) four times
a year, With a margin of 33 1/3 ncr cent times turnover
of four his gross return on investment is 133 1/3 ner conte-
our discounter turns over an averace stock of 12 dozen fans
($1,030 sales worth) 20 times a vear, his ~ross recturn on
investment is 400 per cent == not counting possible savings
arising from quentity discount,"?

The meaning and importance of the preceeding passace
has been indicated by the nerformance figures studied, It
also indicates that here is an area upon which very little
consideration has been given in this study, that of return

on investment., The study was limited by lack of information

SMalcom P, lcllair and Eleanor G, May, "Priecing for
Profit", Harvard Business Review, May-June, 1957, p. 111,
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as to inventories carried and turnover, For the chain as a
whole, it is estimated that turnover in frozen food is nearly
twice in every four week period., The importance of this can
be visualized in that the faster the turnover of capitol in-
vested, the greater return on capitol invested,

Also shown in an analysis of Table VII is the fact
that store G which was one of the larcer volume stores had
the lowest profit percentage of all stores, Based on only
nercentage of sales this would seem to indicate that various
factors were at play in this lower profit figure, A look
at the expense fisures shows wages to be the chief variable,
seeningly indicative that there is improper utilization of
labor in this dennrtment, This can be taen to mean that
nroper utilization of labor in the frozen food department

can result in increased profitability,.

RELATIONSHIP OF AREA IICOME TO FROZEN IFCOD SALES AIlD PROFIT

The chain as a whole had its stores fairly uniformly
distributed throughout the various economic areas, although
the largest sincle area encompassed was the higher incone
or "A" area of $5,000 to $10,000 and over income areas, The
eight stores used were divided among the vorious income
groups, Actually, the trading areas of the stores tend to
overlap the various income groups and in some it is hard to
define accurately the actual group purchasing frozen foods

unless a personal survey was taken, As wvas stated carlier,
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the supermarkets have tended to brealk down social barriers
and the shoppers.in any one store may consist of a 'melting-
pot" of various income levels, A breakdown as close =as
possible will be nresaonted in an attemnt to determine some

relationship between the sales and income levels,

TABLE IX
INCOME LEVELS OF SHOPPERS TRADING THE EIGHT STORES

Store : Incomne levels
A $2,000 to $10,000 and over
B $3,000 to $10,000 and over
C $2,000 to $5,000 and over
D $5,000 to $10,000 and over
E $2,000 to $7,000 and over
F 0 to 3,000 and over
G $3,000 to $10,000 and over
H $2,000 to 37,000 and over

In analyzing the sales figures of the individual
stores it is found that the store with the highest dollar
sales figures, Store E, lay in the medium two to seven
thousand dollar income froup. It also lay in the medium
area of percentage of frozen food sales to total store sales,

Store B, which had the lowest dollar sales of frozen
foods lay in the medium to high income bracket, It also had
one of the lower percentase of frozen food sales to total
sales figures of the ~roup, It also had one of the lowest

aross profits of the stores in the study, This would seem



to indicate greater sales of the lower profit items and
specials in this store,

Store F, in the lowest income area, is in direct con=-
trast‘for'it has the highest gross profit of the stores in
the study. Net profit wise it is also one of the best
performers and in relntion to percentage of total sales it
is close to the averare, In total dollars contributed to
net profit it is only surpassed by the hichest volume store
E., The significence of this store's performance will be
brought out later by ~nother factor which influences sales

and nrofitability.

RELATIONSHIP OF AGE GROUP TO SALES AND PROFITS

An attempt was made to bring tocether many factors
to see the relationships, if any, between them and sales
and profits of the stores studied, A bre~kdovm of the
various aces of tﬁe customers shopping the stores was made,

The results are enumerated in Table X,

TABLE X
AGE LEVELS OF CUSTOIiERS SHOPPING THE EIGHT STORES

% Youn % Middle Age % 0lda
Store (18-35 (35=55) (60 & over)

35 50 15
B 45 50 5
Cc 40 55 5
D 60 35 5
E 45 45 10
F 45 45 - 10
G 60 35 5
H 40 45 15

e
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Not in any store in the study was there a predominance

of shoppers of 60 and over, Stores A and H did have a pre-

dominance of t:~ shopping group ranging from 35 to 60 and

over, Store A wit" a widely varied income group shopping

the stores was better than average in percentage of frozen

food sales to total sales, while Store H in the low to

medium income group was one of the lowest nerformers in

this way. In gross profit both stores were exactly the

same with difference only in net nrofit fisure which only

indicates the actual store's ability to keep costs of

opcrations down. A possible assumption at this point would

be <that people of this arve group t nd to buy similar pro-

ducts,

Stores D and G are nredominantly the rounger age

Zroups, Store D, which lies in the higher income group,

is one of the best performers in relation to department

Sales to total sales, Store G, in contrast, which lies in

a lower income level group, is the poorest performer of the

Zroup in this respect., This would secem to indicate that of

these stores stulied the younger people with the higher

1IN comes tend to purchase more frozen fo~d than those with

lower incomes, In resnect to oross profit performance,

they are alike, indicating that the difference lies only in

the amount purchased, I haven't used actual dollar sales

f. (d *
LT\ res because I believe that by using percentage of sales
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figures a more accurate indication of sales can be obtained,
It also allows for the individual stores actual performance
as a whole,

Store C, which has the greatest proportion of the
middle age group, was the top performer in percentage of
sales to total sales group. This would seem t~ irdicate
this age group has a strong preference for frozen foods,

As far as income level is concerned, these people were of
the low medium income level ($2,000 to $5,500), It was in
relation to gross profit, the same as the previous two
stores looked at, indicating again a general trend in these
eight strres of shoppers purchasing similar products.

Stores B and E, which have t'e lowest gross profit
figures of the eight stores f~ll in the area of being in an
age aroup of very little variation. It is almost an even '
split between the voung (18-=35) and middle (35-55) age groups,.
Yet their income levels are more varied, B lying in a higher
income group than E, They both are similar in percentage of
sales to total gales. From these figures, one can assume
that t-is group, while buying frozen foods, tend to look for
the bargains and purchase the lower profit items. The recason
for this lies, perhaps, in an idea that as families grow
larger and older the amount of money spent for other neces-
sities becomes larger -nd the tendencv is to reduce the a-
mount spent for food bv purchasing the bargains, There is
not any evidence to prove this statement; it is merely the

oninion of the writer.
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The other stores in the study merely follow the trend
of the preceding stores in relation to aze levels of the

shoppers.

RACIAL AND MATIONALITY FACTCRS AFFECTING FROZEN FOOD
SALES AND PROFIT

0]

It was intended to attempt to establish a relationship
between sales of frozen foods and nationality groups and
also racial differences, In only two of the stores was
there even a small amount of foreign born populations trading
at the store, Stores A and E both had these small populations
and it is impossible to say that there could be any relation-
ship established by such a small sample.

The majority of the eight stores had predominantly
white shoppers. Only in Store F was there a large amount of
negro shoppers., -At this store over 50 per cent of the people
shopping were negro. This store's customers were also in
the lowest income bracket of the eight, yet this store had
-the highest gross profit percentace of all eight stores, It
did not have the largest percentage of department sales to
total store sales but it was only .l per cent below the
average, In total dollar profit, as was indicated before,
it is only surpassed by the highest volume store in the study,
This would indicate that the negro population, even with low
incomes, tend to buy the higher profit items in the frozen

food department,
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An idea of this market is brought out by Frank Campbell,
one of the country's top frozen food salesmen and represente
atives, Campbell says, '"The greatest potential market in

the frozen food industry is the country's vast negro popu-

lation™, The reasons for this he states are:6

1) The Negro never has been offered the opportunity
to display his buying power of frozen food since
negro populations are in low economic areas and
there are few supermarkets in proportion to popu=-
lation in these outlying areas of the city.

2) The Negro possesses fetish for name brand products.
This is a result of the old days when shoddy goods
was given them so they abhor all buy name brands,
It also gives them ego satisfaction.

3) The Negro spends more than the white family in
the store, He eats more at home because of the
limited access to good restaurants, etc. There
is more social eating in the home,

RELATIGNSHIP OF FIVE TOP SELLING ITEMS TO SALES

A list of the top five selling items in each store was
obtained, It was interesting to note that in all cases the
largest selling item was frozen orange juice with lemonade
in most cases runningAas second choice, The next items were
divided up betwéen french fries, strawberries, fish and peas.
Table XI shows the ranking of the items in each store,

Comparing the top selling items in these eight stores
with the top selling items of the chain as a whole it was

found that they were closely related, The top five items

OnThe Negro Market for Frozen Food'", Quick Frozen Food,
April, 1960, p. 106.
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of the chain were orange juice, lemonade, french fries, meat
pies and peas. It is interesting to note that meat pies were
absent from the top five items of all the eicht stores in the

study, The significance of this cannot be established,

TABLE XI
TOP SELLING FROZEN FOCD ITEMS IN STORES STUDIED

STORE

A B G D E 13 G H
Orange Juice b T T T T T T T
Lemonade 2 2 2 2 2 2 3 2
French Fries 3 5 5 3 3 3 2 3
Peas 4 3 3 4 4 5 4 4
Cooked Fish 5 - - - - - - -
Fish - - - - - 4 5 -
Strawberries - 4 4 5 5 - - 5

CONCLUSIONS REACHED IN THE STUDY

The conclusions reached in the study were that frozen
foods in these eight- stores was a profitable oneration and in
comparison to the total operation of the retail food chain
store it is more profitable,

Prbfits from store to store varied due to variations in
the efficiency of each store's individual operation, Some
were more efficiently operated than others, Variations also
occurred from economic area, age and racial differences, One
of the greatest influences was that of the negro customer

who was shown to be a somewhat undeveloped potential frozen
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food customer,

The study also showed the need of better merchandising
techniques on the part of the individual operator to compen=
sate for the variations in sales made by the influencing
factors. A need is shown for the development of sales that
" are more in line with other departmental percentages of
sales as a whole, The frozen food departments are operating
below the national average in terms of percentage of sales
but above in net profits, By increasing the volume it can
be assumed that this particular operation will be one of the
greatest contributors to company profits,

It also revealed that in planning any new operation
considerable investigation should be done as to the market
for frozen foods in the area of operation, The planning of
store space allocations should allow room for contraction r
and expansion of the department to allow for the most pro-

fitable operation, The reason for this can be seen in the

high cost of installation and operation of a frozen food
department, In order to allow for good profits in relation
to the investment a balance must be struck, Each individual
operation presents a very different problem and no set rule

can be used for the designing of an operation,



CHAPTER IV

CREATING GREATIR PROFITS IN FROZEN FCOD

The preceeqing chanter was composed of a study of the
profitability of the frozen food departments in one group
of stores, The results received were good, but it is be-
lieved that an even greater volume of sales lay still un-
tapped.

It is necessary to remember that there is a limit to
the profitable use of any merchahdising, advertising or space
allocations used in the creation of a new volume of sales,
Knowing when the peak point has been reached is difficult to
perceive and more difficult to admit,

It is the purpose of this chapter to look into some of
the problems and some of the solutions suggested in obtain-
ing greater profits for a frozen food department, We did
. see in the preceeding study that there are numerous factors
which influence the operation of a frozen food department,

If we were dealing with robots, these factors wouldn't
present any problem, but we are dealing with human beings
and their emotional, social and environmental make-up, These
behavioral patterns are constantly changing and with these
changes come a change in the wants and needs of the individe-
ual. To meet these demands a dynamie prooram of merchandis-

ing is needed at all times,
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ADVERTISING

The use of consumer advertising in frozen foods has
been on the most part limited to manufacturer advertising of
their products, What has been done in this area has ac=-
complished huch in the education of the consumer on the
merits of frozen products, buy the actual advertising of
frozen foods in the weekly newspaper and at a local level
has seemed to be below par. In observing the ads of the
various food chains over a period of months, it was diffi-
cult in most instances to find the frozen food items adver-
tised, For the most part they were relegated to small, un-
observed boxes in the least read section of the ad, The
r;ason for this mino? use of advertising of frozen foods
probably stems from the fact that the Dupont surwvey shows
that almost 83 per cent of frozen food buying decisions are
made in the store, - These statements are not meant to ine-
dicate that some good local advertising has not been done by
many chains for frozen food sales, but it does indicate fhat
there is a great arca still open in the use of frozen items
in advertising, |

The actual value of advertising has been very hard to
measure, In many surveys used to measure the effectiveness
6f advertising the results obtained were contrary to the ex-
pected results, The major use of food advertising seems to
be based on the ability of the advertised items to draw the

customer into the store. In the face of rising competition



this seems to be a logical reason, The conclusion to be
reached on the basis of this reasoning is that frozen foods
as a whole have not been enough of a drawing card to bring
customers into the store, There are exceptions to this
rule, one is ice cream, which has been used as a 'football"
to draw shopners, Of course, the high apneal of ice cream
to all ages and income groups must be remembered in using
it as a criterion, In 1958, each American consumed 18,8

quarts of ice cream and supermarkets sold 48 per cent of

the ice cream consumed.1

Crawford's Stores of Los Angeles, California, have
made good use of advertising in frozen food sales, They
have used two page ads offering case and dollar-lot pro-
motion prices, Not only was the sale a success in the
amount of frozen food sold, but it also increased over=all
store volume and most important it was profitable;2

Much could be done by advertising in the way of edu-
cating the consumer in the use of frozen meats, It is known
that frozen meats were '"the crand flop'" of the frozen food
industry, The reasons were various: poor quality and high

prices being in the forefront with consumer ignorance follow=-

ing closely., In a field which offers the retailer the means

1Ice Cream Review, August, 1958, p, 12,

2uGravfords Feature Case Lots'", Quick Frozen Foods,
Aucust, 1959, p, 25,
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to greater profits, the education of the consumer through
advertising should be looked into, Surveys show that the
consumer is not immune to frozen meat for she does buy
meat and freeze it at home, but she does resist the already
packaged meats.> Therefore, it would seem to indicate that
an educational program with advertising leading the way
could do much to help gain acceptance of this product,
Indicated in the study was the great negro market
for frozen foods, His buying role is bound to increase
even further according to a report submitted by Vice-Presi=-
dent Nixon to President Eisenhower as Committee Chairman of
the Presideﬁt's Committee on Government Contracts, Ie sub-
mitted that "Our non-white population increased more rapidly
between 1940 and 1950 than our white population., The former
increased 22 per cent and the latter 14 per cent,"
"Emplovers who will still be looking for male, white
under age 45 workers will be in trouble in the next decade,
These sought for tyvpes of workers simply will not be avail-
able in the numbers required -- the Committee will, there-
fore, emphasize the integration of minority groups into the

white collar positions."4

3Qp.arterly Bulletin, Michigan Agricultural Experiment
Station, Michigan State University, East Lansing, Michigan,
May P’ 1959 o

burhe Negro Market For Frozen Foods', Quick Frozen
Foods, April, 1960, p. 109,
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With the increasing numbers of negroes moving into
the white collar positions, the need by this group for con-
venience foods such as frozen products will increase and
represent a constantly growing market,

Ebony Magazine, which occunies a position in the

Negro magazine field comparable to that of Life gives a

summary of the scope of this market:”

1) In the United States, there are almost five
million Negro households, representing more
than 17 million people, Almost 75 per cent
of these households are concentrated in
cities of 50,000 or more, with the bulk in
cities of 250,000 and over,

2) Of the two million Negro families living in
cities of 250,000 and over, a third spends
$28.35 per family per year for frozen veget=-
ables, or.$19 million,

3) Of the 1,237,500 Negro households in cities
between 50,000 and 250,000 in population,
45,000 spend $28,00 per family per year for
frozen vegetables or $12,600,000,

4) In summary, three-fourths of all Negro
families are located in cities where one-
third to 36 per cent of these families are
spending $28,00 or more per family per year
for frozen vegetables, aggregating $31.6
million per year,

Because of the percentage of working wives in the

negro community is greater than that of the white, the
_negro has become an increasingly important factor in the

sale of frozen prepared foods;

SIbid,
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The significance of this market can be seen and it
can be opened by the use of advertising direct and toward
it through publications widely read by the negro population,

A Safeway store in California boosted its sales of
frozen food to 12 per cent of sales by increasing cabinet
space and advertising in neﬁspapers to attract the trade to
its enlarged frozen food section,

The Big Apple Chain in Georgia boasted a 50 per cent
increase in frozen food sales the week they ran a full page
advertisement built around frozen foods.®

Strong and continuous frozen food advertising benefits

the retailer three ways:7

1) It increnses sales for the advertised brands,

2) It increases sales for private label brands,

3) It increases sales for all brands by creating
new cabinet traffic,

PROMOTION

The area of promotion goes hand in hand with adver=-
tising, Advertising incites the desire for a product and
promotion pushes and urges the consumer on to purchase the
product. Any good large promotional device begins with the
advertising idea, The chief purpose of promotion and ad-
vertising is to sell‘more goods and thereby, create greater

profits, It is also the purpose of promotion to introduce

Gggick Frozen Foods, April, 1960, p. 76.

7Frosted Food Field, May, 1960, p. 5.
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new products, new packages and to create new demand for old
products,

Examples of the promotion of various products would
be the seasonal promotion of products such as fish during
the Lenten season,: juices during the summer season, In
addition, there are many special promotions used such as
the promotion of Chinese foods by the use of the Hawaiian
luau theme, The manufacturer usually offers special ad-
vertising and display materials in order to gain maximm
benefits from the promotion, Other national promotions
may offer premiums to stimulate the sale of their products,

The manager of a frozen food department is not neces=-
sarily limited to national or company promotions, He may,
by the use of his own ingenuity and imagination, create
promotions of his own to suit his marketing area, .Part-
icularly favorable to this type of promotion is that of
combination promotions, that is the selling of related
items, It is possible by the use of such promotional ven-
tures either to combine two top profit items for greater
profits or one low profit with a high profit item to balance
out the profits, thereby gaining greater over-all profit,

Particularly suited to such promotional activity is
ice cream, Ice cfeam can be promoted with waffles as an
extra special dessert combination, It can be promoted with
frozen pies as a '"pie 'n ice cream'" promotion, Using the

type of fruit pie in season will result in good profits, also.
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Ice cream can be featured with cantaloupes when in season,
and with fro,en strawberries in any season. A special pro-
motion with bananas.can be very good, Utilizing the season
of warm weather and low banana prices a good ''banana-split"
campaign can be waged, With this can be featured the dishes
for them to be constructed in, the nuts and fruits for gar=-
nish, and the whipped cream for topping. This could be a
store-wide profit maker, During the holiday season the
special types ice cream and novelties can be promoted with
emphasis on the easily prepared and novel desserts to be
had during this particularly busy season for the homemaker,
) Ice cream was used as an illustration for promotional
activity, The same principles can be used with other frozen
products, The idea being to appeal to that sector of a
human's desires that is most in need, Without it, most any
promotion will not be of much value, The wise and imagine-
ative promoter is the one whose end result shows the greatest
increase in sales, profit, and repeat sales,

An example of such promotion are the Crawford stores
in Los Angeles, whose promotions have continually shown ex-
traordinary results, In their 1958 frozen food sales, by
promotion of ice cream they were able to increase ice cream
sales by 46 per cent over the previous year's sale for the

same period.8

8"Crawford's Freezerama Sets Fourth Frozen Food Sales
Record'", Progressive Grocer, December, 1958, p. 57.
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DISPLAY
Display may be called the third phase of any success-
ful operation to increase sales and profits, The other
phases being advertising and promotion, The overall results
are surely caused by the successful integration of these
three forces,

Display may be divided into two categories: (a) the
regular display, that is, merchandise in their allotted
slots, or (b) special displays, usually consisting of mer-

_ chandise in areas other than its customary places. Both
types of displays-serve a purpose in the production of sales
and profits, The use of both categories are important in
determining the volume of sales and profits,

The regular display of frozen food is confronted by
the need for the most efficient utilization of all the cab-
inet space, The reason being that the items in the limited"
amount of cabinet space are constantly being beset by an on-

slaught of new items clamoring for the use of the already
overcrowded space in the cabinets, It is not possible to
set up a standard procedure for the display of frozen foods
for each individual operation must be tailored to fit the
needs of its environment,
To begin with, the frozen food department layout must
be designed to pull the shoppers through the entire depart-
ment, One method used by Acme stores is to design the item

layout so that no matter which direction the customer apnroaches
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the department she is met by a popular top-volume frozen
item, Once the shopper is in the aisle, Acme attempts to
draw her down the aisle, the idea being that once she is
halfway down the aisle she will continue the rest of the
way., This is done by spotting other top popularity items
in the center of the case, As seasonal shifts in tastes
affect which items will draw customers through the depart-
ment, the items filling the star roles will also change.9
Figure III illustrates the operational set up of such a
plan,

In another experiment on the display of frozen food
conducted in Azzolina's Food Circus Super Mnarket in Middle-
town, New Jersey, it was found that by simply reallocating
display space a 23 per cent increase in overall sales was
realized.lo The amazing part of this was that no additional
labor was assigned to the department or was there any extra
promotional emphasis applied in weekly store ads, It was
basically a mﬁtter of working out a more realistic allocation
of display spaces to individual items; one that more closely
paralleled the relative movement of each item in the inven-
tory.

The basis for determining just how much space an item

Fnpreezer Layout is Designed to Draw Traffic From All
Directions'", Chain Store Age, March, 1959, p., 123,

1oGeorge E, Kline, "Reallocation of Display Space
Results in 23% Increase in Frozen Food Sales', Progressive
Grocer, April, 1959, p. 74.
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FIGURE III
DIAGRAM OF AMERICAN STORES FROZEN FOOD LAYOUT
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should be allocated was its average weekly unit sales as
revealed by the initial four-week sales audit, During this
time period a detailed diagram of the department display was
drawn up and the unit capacity per facing of each item was
determined:

In working out the space allocation plan it was the

intention to plan it to require as little restocking as

possible throughout the week and ultimately result in fewer

stockouts,

Consideration was given in working out the plan to

obtaining color contrast, The result being a ribbon effect

which tends to provide a contrast to help distinguish one

item from another, Placing of products was also considered

in relation to traffic flow in order to create the maximum
impulse and related items sales possible,

The main point to be gained from the preceeding illus-
tration is that better space management seems to nroduce
better sales and profits and with a minimum of costs to the

operator, It is an area to be considered in the display of

frozen foods,

A survey conductéd by llew York University on frozen
foods departments revealed that in half the stores surveved
between one-fifth and two-fifths of the available space was
The reasons for this waste were concluded to stem

wasted,

from lack of efficient housekeeping and merchandising by



store frozen food men and lack of sufficient supervision
which permits this condition to happen.11 The implication
being that there is a need for better operation of the de=-
nartments to insure greater sales and profits,

Stemming from the wasted space problem comes the
significance of the proper utilization of space available,
By proper utilization of space, stockouts are reduced and
space is conserved to be utilized for greater sales and
profits, Damaged and soiled packages can be considered as
wasted space because the consumer will not purchase these
packages and they also detract from the rest of the stock,
Chain Store Age sponsored a survey to check two phases of
the proper utilization of space. The two phases were to
check if foods displayed were in top condition and appear-
ance and to see if stocking practices indicated sufficient
concern.for proper refrigeration needs, In the stores sur-
veyed, damaged and soiled packages were found in 55 per cent
of the major departments and the number of packages in the
34 stores ranged from 2 to 22, The total number of damaged
packages on display in the 34 stores was 73.12 Judging
from this performance an indication is that the stores sur-

veyed were carefully policed in this regard, The other phase

Yupvailable Space Not Fully Used', Chain Store Are,
August, 1959, p., 114,

L2ugreater Efficiency In Use of Cabinet Space lleeded",
Chain Store Ace, September, 1959, p. 156,
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of the operation was that of checking each department to see
which stores had packages piled above the frost line, The
importance of this lies in the fact that packages stored
above the frost line thaw out and the customer purchasing
these packages is not receiving quality, In addition to
becoming a dissatisfied customer she most likely will not
return to shop, This results in loss of sales and profits
in addition to raising the costs of the operation of refriger=-
ation equipment, Any obstruction in the air movement of
the cases tends to lower their efficiency and increases
their operational time, It also is a major cause of pre-
mature breakdowns,

The findings in the stores surveyed revealed that 73
per cent (44 out of 62) were displaying items above the in-

dicated load limit, The total number of packages above the

frost line was 3,595;13

The second category of display to be touched is the
special display, The term special display can cover a mul=-
titude of variations from a dump display to a special '"super-
duper'" display., The special display is so common-place in
today's supermarket that its value is often overlooked, In
a recent audit of snecial displays sales of 360 grocery items
on 734 displays in five supermarkets, it was found that an

averaze grocery item sells 652 per cent better than from a

Ibid,
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normal shelf poéition;14

From the retailer's point of view there are ten obvious
good reasons for special displays:ls

1) They sell more merchandise

2) They create a low price impression

3) They help to balance inventories

4) They strengthen advertising

5) They add excitement to a store

6) They break shopping monotony

7) They create impulse sales

8) They highlight new products

9) They help reduce stockouts on weekly ad features

10) They offer shoppers suggestions on what to serve

The special display need not be merely a price reduced
item, It is beneficial to mix them up with non-reduced re-
lated items which tend to balance the profits, The display
need not be a gigantic one to be successful, While the huge
ones are exciting it is necessary to realize that some of
the smaller displays may be just as productive in merchan-
dise movement, The effectiveness of the small display lies
in its ability to remind the customer of what they want or
need, Remember, that nearly 83 per cent of frozen food pur-
chases are made on in-the-store decisions,

The survey, while only being of srocery items, tends
to stress the importance of these special dis plays. The

principles utilized can be used just as effectively in fro-

zen food merchandising,

14George E, Kline, '"How to Build More Profits Into
Your Special Display Program', Progressive Grocer, January,
1960, p. 49,

151bid,
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The easiest of these displays to be used in frozen
food merchandising is the dump display., It creates an ex-
ception to the neatly stocked packages and cans by breaking
the monotony of the visual pattern. By doing so it catches
the shopper's eye and possibly results in an impulse sale,
The use of a homemade crayvon sign may be the eye catcher
in such a display which results in an extra sale, It turns
an ordinary display into an eyve catching special display.

The bigrest problem facing the retailer in creating
special displays has been the need for maintaining low
temperatures, The answer seems to lay in the on-the-spot
merchandiser, With this merchandiser, the frozen foods may
be merchandised and displayed anywhere there is an electrical
outlet, It is possible to utilize it with related items as
the cantaloupe, bananas and ice cream promotion., The profits
resulting should be excellent if utilized properly, Here
again, the need of using the equipment efficiently is stressed,
A promotion or display is only as good as its placement,

The cost quoted by a manufacturer for a 4.3 cu, foot
dual temperature freezer cabinet was $157,50 F.0.B, factory.
Proper utilization of such a model would soon return the
initial investment, The advantage of a dual-temperature
model is that it may be utilized for other perishable products
thus increasing its ability to return profits, A Portland,

Oregan, operator using spot display in a weekend frozen food
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promotion reported a 400 per cent increase over normal
sales.16

While only the use of special displays of frozen food
with related frozen food were considered, it is possible to
consider the use of related non-frozen food displays to be
located in proximity to frozen food cabinets, thereby, using
a two-way apnlicntion of the related items approach, This
brings us to the use of the extra shelving over many of the
frozen food display cabinets,

It would seen that there is a flagrant misuse of this
valuable space, It is used for displaying everything from
shoelaces to model airplanes, The thought crosses my mind
as to whether this space can be more fully utilized by the
placing of related items on its shelves, Ice cream cabinets
seem to be doing this successfully by the placement of cones,
toppings and ice cream dispensing implements, Suggested
related items are plastic juice containers and glasses near
the frozen Juices, sauces and spreades necr the fish and meat
sections, casseroles, serving dishes, etc., near the veget=
ables, The idea to place some item nearby that is directly
related to the frozen item,

New developments in display cases will tend to change

the concepts of merchandising of frozen food. The new

double~-decker cases will allow for related frozen food

16Progressive Grocer, March, 1960, p. 126.
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selling, The main item in the lower cabinet the related
items on the smaller secord shelf, The advent of the in-
the-wall upright freezer will help enormously to solve some
of the space and stocking problems. Its predecessor, cur=
rently in use, with sliding doors involves the customer in
the job of opening doors, This tends to lessen sales be-
cause the customer doesn't wish to be bothered opening doors.
It also involves the need for bending down which also tends
to lessen sales, As is known, at eye level merchandise
moves with the greatest rapidity, The future of these dis-
play cases on sales and profits need only be speculated on
at this point, the necessity being to utilize the equipment
at hand to the ¢reatest advantage,

Theodore W, Leed in a frozen food seminar, conducted
at the University of Massachussetts, contrived what he called
a work customer analysis, It is related to the location and
display of frozen food and its basic precepts are:1?

1) The frozen food department should be located

last in shopping pattern for sgreater customer
satisfaction,

2) Frozen food sales will be relatively greater if

the display cases are located in the periphery
of the store rather than somewhere in between,

3) Space the fast moving products groups -- juices,

vegetables, meat pies, etc.,, S0 as to encourage
complete shopping of the case,

17Qpick Frozen Foods, May, 1960, p., 124,
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4) Special attention is required in back to back
frozen food displays, It may be necessary to
divide the fast moving product groups between
two cases, This is especially true if on
aisle of frozen foods is opnosite power items
such as coffee, baby foods, soups or cereals,

5) Special displays in the middle of the aisle

tend to reduce the rate of sales on both
sides.,

PROPER HAMDLING

The importance of proper handling and its effect on
profits and sales was touched upon in the preceeding section,
The direct relationsﬁip of handlins to profits can be seen,
Improper handling of frozen food results in lowered sales
and nrofits induced by defrosted and torn packages, poorly
marked packages, increased labor costs resulting from time
lost through the inefficient use of labor, Costs are in-
creased by excessive operation of refrigeration machinery
resulting from improper stocking of frozen food cabinets,

It is up to the manager to train the personnel in the
efficient operation of the frozen food department, It is
through this training that efficient methods of handling
will be learned, No detail should be overlooked for ecach
inefficiency of oneration reduces profits by increasing
costs,

The menager can facilitate the bhandling of frozen foods
by the use of a check list such as follows:

1, Be ready for the frozen food delivery,

2, Unload the order quickly,
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Segrecate the items to go into display crses and
stock freezers,

Place order in cabinets and storage freezer
immediately,

Segregate, rotate and keep labels out on mer-
chandise in storagse,

Check display at least twice a day,
Straighten cases while checking,
Handle full or half cartons only,

Keep cases neat and free from broken and damaged
packages,

Do not load cases above frost line,
Keep aisles free while loading cases.,

Do not allow frozen food to thaw while loading
frozen food cases,

Use both hands when loading cases.

Rotate packages while stocking,

Mark packares leaibly,

Keen 0OF, in freezers and cabinets (check often)

Do not allow ice and snow to build up on coils
and side walls of freezer and cabinets,

Keep freezers and cabinets clean,

Never display frozen food in unrefrigerated
stalls,

Check all refrigeration equipment first thing
in the morning, last thing at night,

DISTRIBUTION COSTS

Many of the chain stores have their own facilities for

the distribution of frozen foods to the individual store.

The costs involved in such an operation are reflected in the
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profits of a frozen food department, A reduction in these
costs increase the profits., Those chains who do not have
their own distribution facilities can benefit from lower
prices by the reduction of costs by their suppliers,

The ability of a company to be large enough to auto-
mote all or part of its frozen food distribution system can
result in large savings, The initial cost of the equipment
is high but the savin~s incurred in the long run pays for
ite, A recent visit to the automated frozen food distributing
warehouse of the Abner Wolf Company in Detroit indicated
some of the savings incurred, The exact dollars savings
were not obtainable but they were there, Savings were ine-
curred at the offset in the mechanical recording and trans-
cribing of the orders from the stores, An idea of the
savings can be garﬁered from a recent Agricultural Marketing
Service report which related that by transcribing and re-
cordiné salesman's orders mechanically instead of manually
. 1t was possible to save $4.54 per 100 orders, The savings
were resultant from reduced labor requirements, elimination
of overtime work and reduced telephone expenses, It repre-
sented a 161 per cent increase in productivity and a 54 per
cent reduction in processing costs, 18

A second savings at the warehouse resulted from a re=-

duction in the number of men on the order filling crew from

18A¢ri cultural Marketing, October, 1959, p, 16,
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ten to six, This was accomplished with an increase in the
number of stores serviced.

It also induced savings in the choin as a whole, by
giving the stores more frequent deliveries thereby, reducing
capital tied up in inventories and allowing the capital to
be used for other purposes,

It also helps to reduce costs by the elimination of
shipments of partial cartons of merchandise, Also utilized
were containers for the shipment of small orders to stores,
These small orders of frozen food were delivered along with
regular grocery deliveries, thereby utilizing all space
available, This latter technique is used also by the chain
whose stores were used in the study, Part of the frozen
foods used by the chain are shipped from the meat warehouse
thereby utilizing common refrigeration facilities, and ship=-
ped to the individual stores alon~ with resular meat de-
liveries which are made daily, The use of common facilities
and frequent deliveries enable the chain to save also, by

the reduction in the size of inventories in the stores,

MANUFACTURER'S LABEL VS, DISTRIBUTCR'S LABEL

The question arises when attempting to incrense the
nrofitability of frozen foods in the store, whether nrofits
can be increased by the use of the distributor or 'private®
label, The question has been arcued back and forth and pro-

ponents of each side claim to be ri~ht,
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The Grand Union Company, in its initial decision to
move to its own label, gave the following reasons for doing
so:19

1) To give the consumer a quality product at a
lower price,

2) To enjoy a better return on sales

3) To build consumer loyalty to a brand that
is exclusive,

4) To exercise direct control so as to prevent
price footballins to meet competition,

The reasons listed are typical of the recasons for
which a chain goes to its owm exclusive or a distributor
exclusive for its area label,

In contrast, the advantases of the manufacturer label
are listed as follows:20
1) Manufacturer brands bring in customers,

2) Manufacturer brands are less costly to pronote.

3) Manufacturer brands require less stock and provide
higher turnover if distribution centers are nearby,

4) Manufacturer brands are less likely to incur losses
due to price reductions to move overstocks,

5) Manufacturer brands may give the store added
prestige and good will,

6) Manufacturer brands often give better service
to the retailer,

7) Manufacturer brand pricing is senerally more
stable over the business cycle,

19"The Grand Union Frozen Food Story'", Quick Frozen
Foods, April, 1960, p. 102, ,

20This Week Magazine, 7th Annual Grocery Study, 1957,
pe. 40.
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8) Manufacturer brands being readily identified

by the consumer may make good leaders,

The reasons stated by both sides overlap in some
respects, The private label offers the hicher margins but
the manufacturer is able to offer the services of c60perative
advertising and nromotion plus the constant research and im-
provement services which go into his products, Some of the
added margins which are offered by the private label must
-be used for advertising and promotional expenses, It would
seem at this point that the two would balance off, the ad=-
vantage being offset by the disadvantage,

The second reason stated by Grand Union in the use of
its private label is based on the assumption that throuch
‘the private label they are able to give the customer a
quality product at‘lower cost, Actually, there are two
types of consumers to be dealt with, Cne who puts faith
in a national product, the other who prefers to rely on the
dealer with whom they have direct contact., The first type
wants good quality but not exclusiveness and does not put
much trust in the retailer's recommendations., The second
group are those who want a bargain and trust the retailer
to give them something as good but at a price.21 The latter
group is the group that the private label caters to,

What happens to the other group? If the dealer in-

21John W. Wingate, Buying For Retail Stores, (Engle-
wood Cliffs, NK.,J,: Prentice Hall, Inc.,, 1956), p. 659.
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sists on stocking his own label, the other segment soon
hrifts off to other stores, A typical example of such a
situation may be séen in a recent survey made at Marsh
Foodliners, Marshs' were engaged in an extensive promotion
of their own brand frozen foods, Their claim was that al-
though their dollar profit was less due to lower prices,
it was compensated by rapid movement of their own labels,
In a close check on store by store operations it was found
that where Marsh private label was strong the store showed
the greatest loss in sales, The stores with the greatest
cain in sales were those that stocked only advertised

22 While this cannot be talten as concrete evidence

brands,
that people prefer manufacturer brands, it docs show that
they do want choice, DMarsh, in allowing its own brand to
dominate the frozen food cabinet, overlooked that sector of
the market which was willineg to nay a few cents more for an
advertised brand in which they had confidence, This dom=-
ination deprived the customer of a freedom of choice in
brand selection,

The third reason given for havine a private brand
was that of consumér loyalty to the brand that was exclu-
sive, This segment of the market can be served by both

factions, distributor and manufacturer, because many manu-

facturer brands are sold exclusively at certain retail out=-

22prosted Food Field, October, 1959, p. 59.
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lets, It is only a segment of the market that dcmands
exclusiveness, Brand loyalty, itsclf, has been the sub-
ject of much contention as to its effect on the purchases
made by a shopper. Some survevs have indicated that cus-
tomer loyalty to a specific brand has decreased of late,
Using this as a basis the contention is that both types of
brands suffer from this loss of loyalty. It would be
reasonable to assume that the effect of brand loyalty is
questionable, The nroduct's main consideration would be
merely the satisfaction of the individual shoppers wants
and needs, If the shonner is primarily price conscious,
she will buy the packacge with the lowest pnrice tag regard-
less of brand. If it is exclusiveness she desires, she
will no doubt purchase the brand that is only available at
a certain store, thereby, satisfying her ego, The shopper
desiring quality and non-variance in a product will purchase
the product which is available anywhere, whether in Cleve=-
land or Chicago, bearing a nationally advertised label,
She knows the contents of the packane does not vary from
area to area and it is dependable,

The fourth reason given was that of being able to
exercise direct control in order to prevent '"footballing'
and meeting competition, This reason is also given in-
directly as one which is created by manufacturer brands,
The reliability of either side preventing "footballing"

seems to be a mere ruse, One needs only to pick up a
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newspaper with food store advertising to see manufacturer
brands products being used as '"footballs'" to draw traffic

and in another corner to see distributor bfands being used
the same way. This has been especially prevalant in private
label ice cream, The argument received is to meet compet-
ition, but when the price is constantly below costs of pro-
duction it is '"footballing" in any language, Competition

in the retail food business has been keen, but it is neces-
sary to make a nrofit, By using tactiecs such as '"footballing"
a point may be reached where the benefits of any label policy
is lost,.

There have been excellent results obtained both by
those using manufacturers labels and those using distributor
labels, Publix Markets, using an exclusive manufacturer
label, have enjoyed excellent results in both sales and pro-
fits, Others such as Acme Markets claim excellent results
in the use of their exclusive private label, A middle of
the road anproach would seem to be the best, for through a
modified distributor and manufacturer approach all factions
would be served, The final determination would depend on
the individual retailer, the market he serves and the en-
vironment he operates in, It is necessary to obtain the
correct product mix in order to have a resulting profitable

operation,
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MAINTEMANCE COSTS

The increase in profits for the frozen food depart=-
ments by the reduction 6f maintenance costs was touched
upon in previous sections by the outlining of proper hand-
ling procedures and their effect upon the operation of the
frozen food refrigeration equipment, Profits can bg in-
creased by the reduction of these maintenance costs,

The reduction of maintenance costs begin for the re-
tailer in the choosing of the equipment he uses in his fro-
zen food installation, The retailer, in order to reduce
his initial costs of equipment and installation, often
tends to purchase inferior equipment or ecquipment wi?h in-
sufficient ability to handle the load placed upon it, This
equipment does not maintain the proper temperatures to hold
frozen food at its peak leve?! of quality re3qlting in losses
through thawing and consumer dissatisfaction., Secondly,
the compressors must work at peak capacity at all times in
order to maintain proper temperatures resulting in premature
breakdowns' and constant repairs, The long run savings are
obvious to reduce maintenance costs in the long run purchase
equipment to handle the needs efficiently and at the lowest
maintenance costs,

Cereful scrutiny of maintenance costs and the bills
presented by.the repairing orgenization is important in re-
ducing costs, Too often a market operator merely signs the

invoice without checking the work and parts needed and the
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time required to make the repairs, Grazzini's Market in
San Francisco, Californila, were able to reduce their re-
frigeration maintenance costs by two-thirds by the appli-
cation of a maintenance policy.2> The basic ideas used were
as follows:
1) Checked with three maintenance companies on
the amount of maintenance required to keep

the equipment in good working order,

2) Chose specific company to perform these
functions,

3) Checked the time required to perform the
functions.

4) Instruction of clerks to watch temperatures
in cases and report immediately any abnormal
deviation, This spotted troubles irmediately
and minimize overtime service calls,
5) Careful check of all repair bills,
6) Use of dry ice to eliminate overtime calls
which can be handled at lower rate the follow-
ing day,
The ideas outlined are those of preventitive main-
ten~nce which can be used by any company either though its
own service organization, Theé results being thosc of areater

profits through reduced costs,

FUTURE TRENDS

The trend for creater future profits in frozen foods

are influenced by a great number of innovations, The con=-

25yincent Reardon, 'How We Reduced Refrigeration Main-
tenance Costs by Two-thirds', Proaressive Grocer, May, 1960,
P. 252,
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stantly increasing number of new products coming out every
day reflect the insight of the producers to make those pro-
ducts which will result in greater profits by the satis-
faction of customer wants and needs.

Many of the studies which have been done with various
organizations on individual product movement indicate the
marked trend of frozen fruits and vegetables sales to remain
relatively stagnant while the sales of baked goods, pre-
cooked foods, and products generally having '"built=-in-maid"
service are generally inereasing at a rapid rate,2%

This change in product requirements is due to various
factors, One previously menticned is the rapnidly growing
negro market, Another is the marked trend of single con-
sumers away from ''rooming" and toward maintaining their own
households, Census population data for vesrs prior to and
since 1950, reflect the increasing financial independence
of the individuals particulariy anmong;, the ased, In 1957,
the medium age of single consumers was 57 compared with 54
in 1950, Two-thirds of single consumers lkept house and pre-
pared at least ten meals at home each week, Of this group,
75 per cent of the men and G6 per cent of the women were

employed, indicating a large morket for the quick, easily

| 28mmats Happening in U,S, Supermarket Cabinets™,
* Frosted Food Field, February, 1960, p. 18,
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prepared meals.2? The increasing life span of individuals
and the crowing number of this age group would seem to in-
dicate a growing market for frozen foods to this arca of
the population,

There is some indication by certain semments of the
industry towards the production and selling of prenium
brands of frozen foods to create larger profits marsins and
to cater to a specialized group of consumers, The plans for
marketing such products are now in the planning stage,
whether they will be marketed needs to be left to the future,

The packaging of frozen foods in polyethelene, large
size packages 1s considered to be another step forward in
increasing the nrofits of a frozen food department, The
results so far in this new area of packaging have been good.

A, C, Nielsen reports that large nackades are defin-
itely on the upswing in many major commodities sold in food
stores, A survey outlined the progress of 31 sizes over a
period of three years, In some areas the larger size moved
from a 52 per cent share of the market in 1957 to 64 per

26 5 general consensus of opinion in the fro=-

cent in 1959,
zen food industry has been that the size of the packade in

which frozen foods have been packed has become outmoded, It

-
2°Marsha M., Froeder, "Single Consumer's Spending
Patterns in Three Periods', Monthly Labor Review, February,

1959, p. 142,

26Quick Frozen Foods, October, 1959, p. 57,
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is estimated that a 12 ounce package will move 20 per cent
more merchandise and help to balance the industry and at the
saﬁe time increase profits.27

A factor to be reckoned with in future profits will
be the much disputed AFDOUS Code for the proper handling of
frozen foods, Laws enacted and strictly enforcing the pro-
. visions of this code could greatly upset the industry. Much
of the equipment in use in stores at present cannot perform
up to the standards recommended by the code. Rigid enforce-
ment would generate the replacement of the present equipment
with new, more efficient types., This renlacement of equip-
ment by the producers and distributors would tend to increase
immediate costs and reduce immediate profits, The altern=-
ative would be to raise prices and thereby, run the risk of
pricing many frozen products out of the market, The only
avenue open at this point would scem to be a policy of wait-
ing to see the effects of the code in those areas which have
passed legislation to enforce the code, and then act accord-
ingly. A long run consideration, not to be overlooked,
would be that nerhaps, replacement of this outdated equip-
ment could fesult in greater savings and profits, These
savings and profits could be the direct results of fewer
production rejects, lowered maintenance costs, and more
effective utilization of labor,

The Libby Company, in a move to bolster the sales of

27 144,
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its frozen products inaguarated a new pricing plan for its
products, The object being to offer substantial savings on
most products and nermit distributors to concentrate on
merchandising Libby's frozen foods at cabinet level at more
realistic prices to customers.28 The object being increased
sales, by lowering retail prices and yet allowing for a
good profit to the retailer, What the effect will be on
other processors is not known althourh, it could open up

a comnletely new concept of pricing to the retailer because
he could increase sales by being oble to offer more com-
netitive prices.’

The use of financing large frozen food sales has been
experimented with by the J, S. Dillon Company of Kansas,
The plan is apnlicable for orders of neats and frozen foods
in excess of $50,00 Dillon's supplies the food and a local
investment firm finsnces the transaction for the customer
providing the customer's credit is goode A check is then
mailed by the investment company to Dillon's and the cus-
tomer has four months to payv off the loan to the investment
company. Savings offered by the plan to the consumer is
usually more than enough to cover the interest on the loan.29

The advantage to the customer can be seen in which she

28"Libby Sets lew Pricing Policy', Frosted Food Field,
I'IarCh, 1960, p. 1.

29Marguerite MacMorris, "J, S. Dillon Finance Plan on
Meat, Frozens Pulls", Supermarket ilews, March 14, 1960, p. 56.
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is able to take advantage of the sale prices to f£ill her
freezer, The advantage to the retailer can be seen by the
elimination of risk to him in the financing of the food,
the ability to boost sales of frozen foods, and the ability
to increase profits through savings incurred by the lesser
amount of handling required in the selling of quantity
anounts of frozen products, The effect of this type of
merchandising of frozen foods cannot be judged by any one
attempt at this plan but it should be considered in any
future planning of innovations in the merchandising frozen

foods,

ST
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CHAPTER V

SUMMARY AND CORCLUSIONS

The popula?ity of frozen foods has been increasing
since the 1930's, The reasons being that of the‘growth in
the ownership of ho~e freezers and refrigerators, increased
per capita income, more working women, an increasing birth
rate, higher educational levels, and a movement of the pop=-
ulation to urban‘living. Seventy per cent of frozen foods
are sold through retail outlets, Of this, 71 per cent are
sold through retail chain stores,

A study was made of eight frozen food departments of
a large midwestern chain operating in the llorth Central
region of the United States, This area is the second best
market for frozen foods in the country. The eight stores
selected operate in the Cleveland metropolitan area and are
located in varied neichborhoods, The stores studied re-
presented a typical operation of the chain,

The average percentage of frozen food sales to total
store sales for the eicht stores amounted to 4.2 per cent,
a figure below the national average but acceptable, Individ-
ual stores varied in percentage of sales from 3,8 to 4,7
per cent,

The stores' frozen food departments were operated by
the meat department and the location of the frozen depart-

ments were either directly opposite or in close proximity to
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the meat department., In analyzing sales there was not
great positive relationship between hish meat sales and
high frozen food sales,

When comparing store selling space occupied it was
found that the meat department returned the greatest per-
centage of sales to space occupied, Produce followed and
grocerv and frozen foods brdught the least percentage of
sales to snace occupied, indicating that improvement could
be made in these areas. Some of the stores which had very
low returns in this respect gave indications that perhaps
some thousght should be «iven to recallocation of space re-
quirements of the various departments in the setting up of
new stores,

An analysis of the operating results of the eight
departments revealed that with the allocation of expenses
as used by the company the ~reatest variants were in waces
and gross profit, The stores utilizing their help to the
createst advantage and sellin~s the higher profits items
produced the best net profits, Of course, it was realized
that the turnover in the department was important but this
was considered as an effective utilization of labor, It is
believed that the most efficient and imaginative operator
produced the best sales and profit results,

The economic areas in which the individual stores
operated tended to overlap but as close a comparison as

nossible was drawn., The store nroducin~ the hichest dross
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profit lay in the lowest economic area, The store laying
in the medium to high economic area produced the poorest
gross profit return, The store producing the most dollars
in sales lay in the medium income area and the store pro-
ducing lowest dollar sales also was the one mentioned prev-
iously as having the lowest gross profit return,

In relation to age group results varied in the dif-
ferent economic afeas. In the younger age sroup the best
performer was comunosed of the sroup that lay in a higher
income group., The younger ade ~roup whose incomes were
lowver tended to buy less frozen food, The middle age gfroup
purchased the areatest quantity of frozen food, The stores
possessing an evenly divided ace croup of shoppers with a
wide variaﬁce in income levels tended to nurchase similar
"quantities of frozen food, Evidently, this ~roup purchased
the bargains and low profit items for <ross profit mareins
were the lowest of all the stores,

A sigmificant finding in relation to racial differ=
ences lies in the fact that the store.possessing a hich
percentage of negro shoppers produced the best gross profit
ratio of all stores, vet it was located in the lowest econ-
onic area, The significance of this is that here lies a
very lucrative market for the higher profit items,

The top selling items in all the stores studied fol-
lowed approximately the same pattern, The items in order of

their sales were orange juice, lemonade, french fries, straw-
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berries, fish and peas,

It was concluded that in these eight stores, operation
of a frozen food section was profitable, From the variation
of the sales in each store an indication was that various
factors influenced the sales of frozen foods and the wise
operator received the greatest rewards, It also indicated
that there could be improvement in the amount of total
sales if the chain as a whole planned its frozen food de-
partments to the operational area and the individual oper-
ator played up those items which his particular type of
shopper wanted, It also indicated that at least in these
eioht stores, the store should not be without frozen food
denartments,

There lies quite an open field in the area of frozen
food advertising at the local level, IMuch can be done
through the medium of advertising in the education of the
consurnier on the merits of new frozen products. Educating
the consumer to buying frozen meats presents a challenge to
the frozen food industry, Advertising also can be used
quite effectively in the reaching of spmecific nationality
and racial groups through publications which are widely
read by them, It also can be the cornerstone in large pro=-
motions to draw customers into the stores,

Promotion goes hand in hand with advertising, It is

the purpose of promotion and advertising to sell more goods

and thereby, create greater profits, Promotional activity
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is used to intorduce new products, new packases and create
new demand for old products,

Promotions can be used not only at a national level
but also at a local level., The ingenious and imaginative
operator can boost his éalcs considerably by the use of pro-
motional devices in his individual store,

Promotions may be seasonal, geographical, premium
type and of the related item kind, the basic idea being to
appeal to the individual customer's wants and needs,

The third phase of any successful use of advertising
and promotion is the proper use of displays in the store,
Displays are of twvo types the regular display, all products
are in designated pre-selected spots and remain there con-
sistently, and special displays in which the item is moved
“rom its conventional position,

Effective remular displays arc used in such a manner
as to draw the customer through the complete frozen food
line, Seasonal shifts are made in order to obtain the
maximum results in sales and profits, Space is allocated
to the individual articles as to movement and desirability
in order to minimize éestocking.

Special care must be given to cood housekeeping in the
frozen food denartment in order to keep the number of broken
and damaged pacl:ares at a minimum, It also helps reduce
refrigeration operc~tional and reprir costs by the proper

maintenance of packages at a level below the frost line,
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A study showed the ability of special displays to
increase sales on some items as much as 652 per cent, The
snecial display can be used for frozen food either as a
dump display or as an islend display utilizing a low tem-
perature, portable merchandise cabinet, The use of the
portable cabinet enables the retailer to combine his frozen
items with other related non-frozen items, As new develop=-
ments are introduced, further innovations may be made in the
display of frozen foods,

Improper handling of frozen foods results in lowered
sales and profits induced by defrosted and torn packadges,
poorly marked naclages, high labor costs resulting from
poor training, and increased costs resulting from hich
maintenance expendi.tures,

The use of automated ordering and dispensing of fro-
zen foods cen rreatly increase profits by a reduction of
labor needed, reduction of inventories in stores, reduction
of less than full carton orders, utilization of common de=-
livery svstems, and the availability of capital not tied up
in inventories for other profitable uses,

The use of either a marufacturer's or distributor's
label for frozen foods should be governed by the environ-
ment in which the individual company operates, DBoth labels
have favorable and unfavorable characteristics and tend to
draw a specific category of shopper. DBoth types have been

used effectively but it is the opinion of the ~uthor to
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select a middle of the road policy to satisfy the greatest
number of shoppers,

Maintenance costs on frozen food equipment are hich
and if allowed to become abnormal soon ecat away any profits
gained, By initially buying equipment to handle the work
load demanded the cost of maintenance decreases by fewer
breakdowns, Also, a carefully planned maintenance program
should be inaguarated to eliminate unnecessary service
calls, A part of this plenned program should consist of
the instruction of employees in keeping a constant check
of temperatures and in the proper housekeening of a frozen
food cabinet,

Indicnrtions are of a greater demand for larger pack-
ages, relative stagnation in the sales of fruits and veg-
etables and the ~rowth in sales of baked goods and pre-
cooked foods, Throuch the increased sale of thesec items
larcer profits arc hoped for, The future indicates a
greater market for these products with the increase of the
negro population and the number of older single households,

The future effects of temper~ture controlling legis=-
lation can oreatly affect the industry, Strict enforcement
would meon the replacement of much of the equipment now in
use, thereby, temporarily incre~sing the costs of operation
of the frozen food departments,

The demand for frozen food is here, a retailer who

does not stock frozen foods seems to be at a disadvantage
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and could injure himself by turning customers away from
him to other sources, The importance of this will grow as
the demand increases, Whether the retailer operates pro-
fitably lies in his ability to measure his mnarket potential
and the factors influencing it, Proper governing of all
costs coupled with imaginative and ingenious merchandising
should put the frozen food department in a very enviable
prosition profit wise,

This paper has dealt with the effect of ethnic, econ-
omic, geographic and nge factors in relation to the profit-
ability of frozen food departwments, Impetus was given to
the oross profit of frozen products, Based on the preceed-
ing factors and expense allocations, frozen foods are pro=-
fitable to handle,

The paper has. left some areas omen for future study,
Very little emphasis was cliven to the factors of turnover
and capital investment althouch it is realized that they do
exist, Increased competition will tend to make these fac-
tors play an even greater role in profit determination,

A careful and detailed study in this arca could and should
be made,

It was the original intent of this study to obtain
actual operational expenses incurred by the frozen food
departments, It was found that the information desired
was difficult to obtain, Such cxnenses as light, heat,

wvater, etc,, were not obtainable without the use of special
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measuring devices., It was, therefore, necessary to use the
_expense figures as allocated to the departments by the ac-
counting department,

Accounting figures may often be used either to inflate
or deflate the operational performance of a departnent,
Variations in accounting procedures can often produce con-
flicting-results. Further study in this area of e:pense
allocations is needed.

When consideration is civen to the accounting proced-
ures used, the question of the true profitability of frozen
food departments remains, Are frozen food departments more

or less profitable than believed?
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