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Fruit and vegetable growers have always 
faced dynamic, rapidly changing markets. 
Changes are a result of underlying factors such 
as consumer preferences, weather patterns, 
regulatory legislation, insect/disease infesta
tions, production cost and marketing logistics. 
Consumers are increasing their consumption 
of many fresh vegetables and fruits. In re
.sponse, many supermarkets have increased 
the size of their produce departments and 
'restaurants and institutions also have increased 
the amount and variety of fresh produce they 
uSe. At the same time, higher transportation 
costs are causing growers in the major fresh 

Hundreds of fresh produce items are avail
able in grocery stores today. Growers should 
select the crops that best fit their farms' 
production capabilities and that fulfill a market 

ed. At the same time, do not overlook 
.Jportunities to grow new crops. 
A trip to your community supermarket can 

help you prepare a list of primary items found 
in supermarkets across the nation. Examine 
the U.S. Department of Agriculture's annual 
publications Fresh Fruit and Vegetable Arrival 
Totals for 23 Cities and Fresh Fruit and 
Vegetable Shipments: By Commodities, States, 
and Months (available in many libraries and 

market shipping areas in California and Florida 
to lose some of their comparative advantage in 
distant markets. This will benefit farmers in 
other growing areas who respond to new 
marketing opportunities. 

This publication contains basic information 
necessary for developing a plan to market fresh 
produce. Topics covered include identifying 
possible markets, meeting the needs of the 
market, transportation options, selling meth
ods, and evaluating risks and potential returns. 
The order of the topics follows the typical 
planning sequence you might follow to enter a 
fresh produce market. 

Product identification 

terminal market during the production season 
can indicate a product with potential high net 
returns. The best source of fresh fruit and 
vegetable prices is the Federal-State Market 
News Service (FSMNS). Comparing these 
prices to your per unit costs of production, 
harvesting and marketing will help you deter
mine potentially profitable time periods or 
"market windows." Any period in which the 
historical price of a commodity exceeds your 
total unit cost may be a potential market 
window (see Figure 1). From a managerial 

from the U.S. Government 
Printing Office). You can use 
them to identify most of the 
produce items shipped into 
major market areas. In addi
tion, these publications iden
tify the states from which the 
produce items have been 
shipped each month and the 
volume of shipments. 

$/unit 
10~~----------------------------------------' 

Using back issues of these 
reports, you can identify 
expanding and contracting 
markets for specific crops. 
This information can help you 
identify products to ship and 
also give you some indication 
of the competition you can 

pect in a particular market. 
Price can be an important 

determinant of product poten-
tial. A trend toward high 
prices at the shipping point or 
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Figure 1. Example of market window analysis using a hypothetical commodity. 
Weeks 11 through 18 and 27 through 32 would be profitable for a grower. 
However, In weeks 19 through 26 the prices received do not cover the total 
costs of producing, transporting and marketing the crop. 
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standpoint, varieties and planting dates would 
be selected according to the most profitable 
harvest dates (market windows). 

FSMNS offices publish daily prices in aU 
major growing regions and major terminal 
market cities in the U. S. Local offices can help 

Buyers and sellers 
In the past 30 years, the fresh produce 

marketing system has changed from handling 
only a few locally produced seasonal items to a 
highly sophisticated, efficient system that 
handles many items from across the country 
and around the world. Rapid transportation 
and communication allow buyers to shop 
around in various growing regions to obtain 
the product and price they desire. Thus, 
farmers have more marketing opportunities 
and consumers have a better selection of 
products and lower prices. 

Fresh produce typically moves from ship
pers in the growing regions to wholesale 
houses where it is distributed to retail outlets. 
Terminal market brokers 
help divide a load of 

you obtain information from more distant 
offices. In Texas, there are offices in McAUen, 
Austin and Dallas. Addresses and phone 
numbers are listed under "State Department r 
Agriculture" in your phone directory. 

United Fresh Fruit and Vegetable Association 
and Produce Marketing Association; credit 
services of The Red Book and The Blue Book; 
and ads in the weekly produce trade newspa
per, The Packer. 

Buyers and brokers may be willing to tell 
you about the needs of particular customers. 
These needs vary by ftrm and by market area. 
For example, ftrms afftliated with retail grocery 
stores often prefer smaU, prepackaged packs of 
produce for their consumers, whereas terminal 
market ftrms may prefer bulk packs. It is 
common to see different preferences for 
varieties, appearance and taste in different 
market areas. 

produce for sale to two or 
more wholesalers. 
Wholesalers who want a 

.--------------. Consumers 

small amount of produce 
or a smaU number of 
specialty items frequently 
rely on brokers. Shipping 
point brokers also can 
help growers arrange 
sales in distant markets. 
Large wholesale houses, 
usually those afftliated 
with large retail chains, 
frequently have buyers in 
major growing regions. 
Typical produce market-
ing channels from grower 
to consumer are illus
trated in Figure 2. 

When making your 
market analysis, try to 
contact buyers and 
brokers representing 
ftrms which are potential 
customers for fresh 
produce. Personal visits 
and phone contacts are 
best. Most produce 
handlers have little time 
for answering letters. 
Addresses and phone 
numbers can be found in 
phone directories for 
major cities (usually 
available in local libraries); 
trade directories of the 

Roadside, 
Farmers' 
Markets 

i 
Retail Foodstores 
-supermarkets 
-fruit, vegetable markets 

Food Service Firms 
-restaurants 
-institutions 

Wholesale Terminal Markets 
-merchant wholesalers 

I Retail-Wholesale I -commission men 
Distribution Centers .----1 -receivers t -agents, jobbers I -brokers 

Direct Sales 

Shipping Point Firms 
-cooperatives 
---i:Jrower-packers 
-assemblers 
-agents, brokers 
-buying offices 

t---+Exports 

i 
Imports 

y Fruit and Vegetable Farmers I 
Figure 2. The U.S. fruit and vegetable marketing system. 
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Ask a buyer or broker for the following 
infonnation: desired characteristics (variety, 
grade, size, etc.); type of packaging preferred; 

lrrent sources; weekly purchase volume; 
_ teferred transportation methods; prices paid; 
payment schedule; and ordering procedures 
(Appendix A). Soliciting this infonnation in 
each market area you consider will help you 
develop a good picture of the demand for 
particular products and the procedures needed 
to get them into the market. After surveying 
several market areas, you can compare com
posite descriptions of each market and select 
the ones with the most potential for more 
detailed analysis during later phases of your 
market study. 

Do not forget that consumers are the end 
users of fresh produce. They must purchase 
the fruits and vegetables in some form in 
.grocery stores, restaurants or institutions. 
Wholesale buyers and brokers are trying to 
fulftll the desires of the consumers. They 

To become successfully established in the 
fresh produce market, a grower must ship high 
quality produce. If the product is high in 
quality when shipped, there will be less 
spoilage between the fann and the end user. 

sinesses handling produce operate on low 
.1argins, so their buyers want to minimize 

losses caused by spoilage. 
Quality standards for produce are defmed in 

a number of ways. There are USDA grades for 
most commodities and shipping area market
order grades for specillc commodities. In 
addition, there are generally accepted industry 
standards and individual buyer standards. You 
need to know all the grades and standards that 
apply to the crops you sell. The USDA origi
nally established these grades to bring order to 
the fresh produce industry. The absence of 
unifonn standards made ordering difficult for 
buyers in other parts of the country. Often 
buyers and sellers had different defmitions of 
quality. 

The USDA considers size, shape, color and 
condition when assigning a specillc grade. 
Grade names may vary. Common grade names 
include Extra Fancy, Fancy and Good, and U.S. 
No. 1 and NO.2. Grade descriptions of fresh 
fruits and vegetables are available from local 
USDA inspection offices and from state depart
ments of agticulture. A bulletin published by 
the Agricultural Marketing Service entitled US. 
Standards and Inspection Instructions for 
Fresh Fruits and Vegetables and Other Special 

oducts provides infonnation on these 
.andards. 

Grades are the principal standards used by 
the industry, but USDA grading is not manda-
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represent consumers in the marketplace. 
To develop a market for a new product or 

expand consumption of an existing one, you 
may have to obtain additional information 
directly from end users. A survey of consum
ers in each market area, or of marketing 
personnel dealing directly with consumers 
(such as produce department managers and 
restaurant chefs), will give you valuable insight 
into the sales potential of fresh produce. 
Infonnation also can be found in a publication 
developed annually by The Packer, entitled 
Fresh r"ends: A Profile of Fresh Produce 
Consumers. 

It is also helpful to analyze general consump
tion trends of fresh produce. You can find this 
data in various publications from the USDA 
(including Vegetable and Specialties Situation 
and Outlook and National Food Review), land 
grant universities and national food marketing 
associations. 

Quality 
tory for interstate shipments unless specilled 
by a market order. The major purpose of most 
market orders is to set mandatory grades for 
specillc crops shipped out of a growing region. 
These grades are often tougher than the widely 
used USDA grades. Federal and state laws 
allow grower groups to set up market orders to 
promote more orderly marketing. For more 
infonnation on market orders, contact your 
state department of agriculture or your local 
USDA Agricultural Marketing Service office. 

Industry standards usually apply to the 
preservation of quality. Most buyers ordering 
from distant growing regions require that 
produce be precooled, so that it will retain its 
quality longer. Industry standards for packag
ing also have evolved as a way to maintain 
superior quality produce. 

Individual buyers and their ftrms often have 
their own standards. Consumers in a particular 
geographic area may prefer that a commodity 
have a certain taste, size or color, or be pack
aged in a certain way. It is important that you 
know and meet these standards, or exceed 
them, on a consistent basis. Buyers require 
consistent quality from their suppliers. 

All produce is subject to inspection by a 
third party before shipment, to protect the 
buyer and the shipper. The USDA Animal and 
Plant Health Inspection Service or your state 
department of agriculture can provide inspec
tions that follow USDA or market-order guide
lines. Fees are generally low when compared 
to the value of the shipment. Contact your 
state department of agriculture for more 
infonnation. 



Production and harvesting considerations 
Extra care that you put into production, 

harvesting and postharvest handling can 
produce a higher valued crop. Providing a 
healthy growing environment for your crop is 
paramount. If you maintain the soil properly, 
control harmful insects and diseases, and 
provide necessary nutrients and water, the 
plants will likely produce a healthy crop of 
maximum value. 

Properly laid out fields help minimize 
machine- and human-inflicted damage to the 
crop. Skilled and properly supervised harvest 
crews can keep physical damage to a minimum 

Cooling 
Fruits and vegetables are still "alive" after 

harvest. They take in oxygen from the atmo
sphere and combine it with carbon in their 
tissues to produce various waste products, 
including carbon dioxide, water and heat. This 
process is called respiration. They are consum
ing themselves by converting their starches 
and sugars into waste products, which eventu
ally leads to deterioration. 

The respiration rate of fruits and vegetables 
directly affects their shelf life. Usually, produce 
items with higher rates of respiration have 
shorter shelf lives than those with lower rates. 
Temperature affects the respiration rate. The 
closer a plant gets to its freezing point, the 
slower its respiration rate becomes. For every 
increase of 18 degrees F between the freezing 
point and 100 degrees F, the product's respira
tion rate increases two or three times. It 
follows that the shelf life of a product is 
shorter at a higher temperature than at a lower 
temperature. 

Removing field heat from newly harvested 
produce can increase its shelf life. Precooling 
is the rapid cooling of fresh produce from field 
temperature to its best storage temperature. 
Precooling is usually your responsibility as a 
grower/shipper. There are four basic methods 
of precooling: forced air; hydrocooling; 
vacuum cooling; and icing. Each was devel
oped for specific products. When you select a 
precooling method, consider the cost and the 
appropriateness of the cooling technology for 
the selected crop. 

Fot-ced ak. Cool air moves rapidly over a 
product to remove the field heat. Inside a cool 
storage room, fans pull air through the pro
duce boxes and back into the cooling unit. A 
cool room should be designed with adequate 
refrigeration capacity and with proper humid
ity control. Forced air can effectively cool 
most commodities, but those best adapted to 
this method include berries, stone fruit and 
mushrooms. 
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and ensure that only produce of the proper 
maturity and condition is harvested. In addi
tion, harvesting in the cool air of the momin , 
shading harvested produce in the field and 
cooling it as soon as possible will help main
tain a high quality product. 

Keep your packing lines in good condition 
and staff them with skilled personnel. This will 
ensure accurate grading and minimize physical 
damage to the product. Fresh-market stan
dards are generally stricter than processor 
standards, so more management time is re
quired to meet them. 

Hydt-ocooling. Chilled water cools the 
produce to the correct storage temperature. 
The water is usually cooled by mechanical 
refrigeration, though cold well water is some
times used. The produce is conveyed either 
through a water bath or under a sprinkling 
system. These systems are designed for 
dumping into bins or boxes. Most vegetables 
and many fruits can be hydrocooled. 

Vacuum cooling. The produce is placed in 
a vacuum tube and the air pressure is greatly 
reduced. At the lower atmospheric pressure, 
some water from the produce "boils" away, 
using its own heat as energy to convert the 
water to gas and lowering its temperature. 
Heat and moisture are removed from the 
vacuum tube by mechanical refrigeration. 
Commercial units usually cool the product to 
the proper storage temperature in less than 30 
minutes. Units for cooling different amounts 
of produce (from two pallets to a full truck
load) are available. Vacuum coolers are usually 
leased by the manufacturer or financing frrm. 
Grower costs will depend mainly on the 
volume cooled, and usually can be recovered 
by charging a fee per unit in addition to the 
purchase price of the produce. This is a 
common industry practice for vacuum-cooled 
products. Lettuce and a few other vegetables 
can be vacuum cooled. 

Icing. This can be an effective method for 
precooling individual boxes of certain veg
etables. Crushed or slurry ice is placed directly 
into the produce box either manually or 
mechanically. ,The ice cools the contents in a 
short period of time. Broccoli, cauliflower, 
green onions and some root crops are most 
commonly top-iced. 

With the exception of forced air cooling, 
these rapid cooling methods require a separate 
cool-storage room. The cool room maintains 
the product at the correct storage temperatu 
achieved in the precooling process until it is 
shipped. Be sure to consider proper humidity 
control in your design. 



The frrst consideration in packing is to use a 
h quality product that is uniform in size, 

Jlor, condition and overall quality. A pack 
that is consistent in appearance and weight 
over the season is also desirable. Buyers like to 
know exactly what they will get when they 
order produce from a farmer . 

. Produce must be handled carefully in the 
harvesting and packing process. For produce 
packed in the field, you will have to rely on 
skilled harvesters with adequate supervision. 

. In a packing shed, you must rely on skilled line 
personnel and properly operating equipment. 
In either case the packages should make the 
fruit or vegetables attractive to buyers. Slop-

f pily packed containers distract the eye from 
the quality of the produce. 

Packing sheds, though usually more expen
sive than field packing, offer some advantages. 
Grading and packing can be done under well 
supervised, less strenuous working conditions, 
and with suitable equipment. The result is 
often a higher quality and more uniform pack 
than can be achieved in the field. However, 
some products (such as berries) do not hold up 
under the additional handling required in 
packing sheds. Other crops cannot absorb the 
additional costs of shed packing. 

Product packaging serves two major func
ns-to maintain the product's quality 

.• lrough the distribution network and to 

Buyers have requirements as to the mini
mum amounts of commodities they will 
purchase. They prefer to deal with as few 
suppliers as possible because having a large 
number of suppliers for anyone item can be 
logistically difficult. So, buyers frequently look 
for growers/shippers who can supply a signifi
cant portion of their needs. 

At the same time, most buyers want ship
ments to be consistent throughout the season. 
They usually prefer regular shipments at a 
consistent volume and quality and at a com
petitive price. To maintain a schedule of 
regular shipments, vegetable growers must pay 
close attention to planting schedules and 
variety selection. Fruit growers will need 
adequate postharvest storage facilities in order 
to extend the marketing season. Being able to 
supply several different commodities at one 
time also can be to your advantage, as it is an 
added convenience for the buyer. 
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Packaging 
present the product in a useful and attractive 
manner. Attractive packing frequently encour
ages repeat purchases by buyers. 

Cardboard cartons or wooden crates must 
meet industry standards for size, volume and 
strength and must allow efficient cooling of the 
contents. Boxes also should protect the 
product throughout distribution and be suit
able for storing on standard pallets. A package 
that shows off the product and has an attrac
tive label will help promote sales. Carton 
manufacturers are willing to assist growers in 
selecting or designing a box to meet their 
needs. 

Some products are prepackaged in smaller 
units before being placed on trays in the 
shipping carton or crate. For example, apples 
are often wrapped in lots of 4 to 6 and carrots 
are often placed in 1- or 2-pound bags. Many 
retail buyers prefer prepacking for some 
products, so shippers often use this method to 
give their products additional protection. If 
you prepack, make sure that the additional 
packaging does not interfere with efficient 
cooling of the product. When you prepackage 
produce that is destined for supermarkets, use 
an attractively designed package. Prepackaged 
produce is more expensive to prepare and ship 
than bulk produce, so your pricing should 
reflect the added cost. 

Volume requirements 
Transportation also has its volume require

ments. Truck transportation is most widely 
used for produce. Truckers prefer to move 
only full truckloads to distant cities, though the 
truck trailers have volume and weight limits. 
This means shipments to most markets must be 
within precise truckload limits. If you are a 
low-volume shipper, you or the buyer may be 
able to arrange to combine your produce with 
another shipper's in order to make a full load. 
Air and ship containers also require shipping in 
units with precise sizes and Weights. 

If you are selling in small markets or grow
ing specialty crops, you may encounter volume 
limits as well. At some level, all markets 
become saturated. It may not be economical 
to ship the small quantities that small markets 
or specialty markets require. Analyze carefully 
the costs involved and the potential returns 
you expect before entering any distant market. 



Transportation to market 
Within the United States fresh produce is 

moved by truck, rail, air and ship. Refrigerated 
truck trailers move more than 90 percent of 
the fresh produce. Air and ship service are 
used most to move products to Alaska, Hawaii 
and other distant markets. 

When you select a mode of shipment, 
consider these points: product perishability; 
types of service available between shipping 
points; time to destination; quality of service 
provided by the mode or firm; preference of 
the buyer; volume to be shipped; and cost. 
Each mode and firm will offer a different level 
of service. Product perishability, volume to be 
shipped and transportation cost are the major 
decision factors. 

Your farm and market locations largely 
determine which modes will be available to 
you. The buyer usually selects the type of 
transportation and pays for it directly. In some 
cases, the grower may pay the transportation 
cost and include it in calculating the final 
product selling price. 

Arrange transportation directly with the 
carrier or through a transportation broker or 
freight forwarder. Brokers and freight forward
ers usually arrange shipments on a commission 
basis. The commission is almost always paid 
by the carrier. Freight forwarders can provide 
additional transportation between your farm 
and the loading facilities or between freight 
terminals and the buyer's unloading dock. An 
extra fee is usually charged for these services. 

Truck. The most widely used means of 
transporting fresh produce is by refrigerated 
truck trailer. It is a very flexible mode, in that 
products can be shipped from any growing 
area to any market in the continental U.S. The 
trucker's share of hauling produce has grown 
with the expansion of our national highway 
system. 

Truckers who haul only agricultural prod
ucts have traditionally been exempt from most 
federal regulations. For this reason, the 
produce trucking industry is made up mostly 
of independent truckers who can respond to 
the seasonal changes in shipping points. In the 
winter months, for example, most produce 
moves out of the southern growing regions. 
As summer approaches, northern growing 
regions also come into production. 

Most of the fresh produce grown in Texas is 
shipped by truck. The most common method 
of obtaining a truck is through a truck broker. 
There are several truck brokers in each grow
ing area of Texas, and they are listed in phone 
directories, The Red Book and The Blue Book. 
Brokers continually monitor the availability of 
trucks. Truckers check in with brokers to 
obtain a load. Usually, brokers handle the 
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billing for a trucker and retain a percentage 
brokerage fee. 

. You may also want to contract with local 
truckers or trucking firms to move your 
product on a steady basis to regular buyers. 
Some shippers have a small fleet of their own 
trucks. In some cases, the buyer provides 
trucks (these transactions do not require a 
broker). 

Truck length and weight limits are set by 
federal and state law. Depending on destina
tion and the net weight of the vehicle (tare), 
cargo capacity of a trailer can be 45,000 
pounds or more. Product density or loading 
pattern may mean a shipper cannot use the 
trailer's total volume. Trailer refrigeration and 
heating units are usually diesel powered and 
operate independently of the truck. 

The trucking industry is very competitive, 
and profit margins are slim. Truckers prefer to 
haul full loads because less-than-fullioads 
generally are not profitable. Common carriers 
may offer this service at a reasonable price, 
however, if the shipping point and destination 
are on or near interstate highways. Depending 
on destination, the produce may be in the 
hands of the trucker longer than anyone else in 
the distribution system. For this reason, take 
care to obtain a reliable trucker with well
maintained equipment. See that the trailer i~ 
precooled, cleaned and examined for damag 
before loading. Agree on a loading pattern 
with the buyer. 

In winter, trucks may need heater units to 
prevent product freezing. Buyers and shippers 
often place portable temperature monitors 
within loads to verify that proper temperature 
was maintained during shipment. For some 
highly perishable produce, mainly berries, 
modified "atmospheres" of gases are some
times used to maintain quality during ship
ment. Individual stacks of produce are placed 
in a sealed bag on a pallet, and an atmosphere 
designed specifically for that product is in
jected into the bag. Pallets with modified 
atmosphere are then loaded in the regular 
manner. Whole loads are sometimes modified 
in specially designed trailers. 

A few trailers have generators that maintain _ 
a precisely controlled atmosphere to provide 
additional protection, but proper refrigeration 
is the most important factor in maintaining 
produce quality during shipment. 

Transportation by truck is usually more 
expensive than by rail or ship, but less expen
sive than by air. For current cost information, 
contact a local truck broker. Weekly truck 
reports published by the Federal-State Marke> 
News Service have average rates between 
various shipping points and destinations. 



Transportation costs can be very important in 
making a produce sale. Remember that 
transportation costs also may include the costs 
for building or renting a loading facility. 

Rail. Five percent or less of all produce 
shipments are by rail. Trailer-on-flat-<:ar ("pig
gyback" or "TOFC") service is incre;tsing, 
while straight railcar service is declining. 

When railcars are used, full carloads are 
almost always required. Mixed loads are 
shipped at times, but it is not a common 
practice. Cars are equipped with mechanical 
refrigeration units and are designed to hold 
75,000 to 90,000 pounds of product. A well
maintained car and a loading pattern that 
allows good air circulation are necessary for 
maintaining proper temperatures during 
shipment. Load temperature can be monitored 
with rented recorders. 

Both private and railroad-owned truck 
trailers or freight containers are piggybacked 
on rail flatcars. Piggyback service can be a 
little faster to some destinations than railcar 
service. In addition, no transfer of product 
from railcar to truck trailer is necessary. When 
using TOFC transportation, either the shipper 
or the buyer books directly with the originat
ing railroad company. Arrange for privately 
owned piggyback trailers or containers sepa
rately. The railroad will assign a nearby 
loading facility and handle the billing. Railcar 
and piggyback services are both less expensive 
han truck service to more distant destinations, 

but piggyback service is somewhat more 
expensive than railcar service. 

Air. Airlines are used exclusively to ship a 
few high-value and extremely perishable 
commodities to domestic and export markets. 

Selling fresh produce is a skill. It involves 
selecting a potentially profitable market, 
setting the right price, managing credit ac
counts, promoting your product and establish
ing good relations with buyers. All are neces
sary to establish and maintain a market. The 
profitability of your operation depends directly 
on your skills as a seller. 

You can sell your produce in the wholesale 
market in a number of ways (Figure 2). In the 
regional wholesale markets in major cities, you 
generally will do the selling yourself. For the 
more distant markets, you will depend on 
private shippers, brokers or cooperatives to do 
the selling. 

When selecting a method of selling, the 
most important consideration is your market
ing skills or those of others who will do the 
,eUing. Investment costs and net returns are 

also important factors. In addition, consider 
your desire to be involved in the marketing 
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Air freight accounts for no more than 1 per
cent of all commodities shipped. It is very 
expensive in comparison to other modes. 

Berries and cherries are commonly shipped 
by air to distant U.S. and international markets. 
Raspberries, in particular, have an extremely 
short shelf life, so they must be air-shipped. 
Most berries can be sold at a price high enough 
to compensate for the higher transportation 
cost. 

Produce shipped by air is first loaded in 
special containers. Aluminum "lower deck" 
CLD) containers ranging from 3,000 to 10,000 
pounds in capacity are used in wide body 
aircraft. Narrow body jets use a standard 
disposable container called an "E" container 
(with a capacity of 600 pounds). The "LD" 
containers have lower freight rates per unit 
than the "E" type. 

Shippers of highly perishable produce can 
take steps to preserve produce quality, such as 
precooling both the product and the air 
container and using disposable insulation and 
ice inside the container. Permanently insulated 
containers also are available. Remember that 
high transit temperatures can reduce the shelf 
life of the product. Make reservations for 
cargo space through a freight forwarder or 
with the airline. Freight forwarders can save 
you time in arranging flights, and they usually 
do not charge a fee for this service (they obtain 
a commission from the airline for booking the 
space). 

Containers can be picked up directly from 
the airline for loading back at the farm or can 
be loaded at the airline dock. Some airlines 
offer discounts for using insulated containers 
because there is less risk of product loss. 

Selling fresh produce 
process and the volume of product you need 
to sell. You must evaluate each market outlet 
when selecting a selling method. Also, com
pare the net returns you can expect from 
available alternatives before making a choice. 

If you want to sell produce yourself to 
distant buyers, you will have to make several 
commitments. You will have to invest in office 
space, facilities and personnel. Costs include 
phone service and a recordkeeping system; 
packing equipment; cooling, storage and 
loading facilities; and a skilled secretary. You 
also will have to hire (or train) a skilled mar
keter, assuming that you don't have the time or 
ability to carry out the function yourself. 

If you choose not to do the selling yourself, 
there are several alternatives. Some growers/ 
shippers are willing to market the produce of 
neighboring farms. These firms may have the 
necessary skills and facilities for selling and in 
some cases they buy the product outright from 



growers. In other cases, they may charge a 
marketing fee for their services. 

Shipping-point brokers handle the sale 
arrangements and monetary transactions for a 
percentage of your price or a per-unit fee. 
Their commissions usually fall between 5 and 
15 percent, but can be lower for high volume 
items. Brokers usually do not take direct 
possession of the product; they arrange to have 
the packed product moved from the farm to 
the market. Brokers can be particularly helpful 

Setting prices 
Price setting is one of the most important 

skills you can have, and price naturally affects 
the profitability of your operation. You must 
set prices at a point where you can both 
establish market share and make an acceptable 
return for the effort. In the wholesale market, 
where there are usually fewer buyers than 
sellers, you will need a skilled seller who can 
identify the buyers willing to pay the highest 
. prices and to negotiate prices in your favor. 

The key to good pricing is good information. 
You should know your per unit production 

Financial arrangements 
Most wholesale transactions in the fresh 

produce industry are made on credit. This is a 
necessity for fast movement of perishable 
goods. When orders are placed over the 
phone and the produce needs to be shipped 
out immediately, credit must be offered. 

The federal government, under the Perish
able Agricultural Commodities Act (p ACA) , 
regulates the extension of interstate credit in 
the produce industry. The act is intended to 
protect shippers of fresh fruits and vegetables. 
Every shipper and buyer working over state 
lines must purchase a license from the USDA's 
PACA division. Although regulations state that 
payment for produce must be made within 10 
days of the buyer's acceptance of the shipment 
(unless otherwise agreed upon), payment may 
take 30 or more days to reach the grower. 
PACA can help settle differences between 
buyers and sellers informally or through a 
legally sanctioned complaint and hearing 
process. The PACA division has the authority 
to fine or revoke licenses of regulation viola
tors. 

Each state, also regulates the extension of 
credit. All volume produce purchasers must 
be licensed (except cooperatives purchasing 
from members). Buyers having only a cash 
buyer's license cannot buy from growers on 
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selling small volumes and gaining initial access 
to major metropolitan markets (Appendix A). 

Growers also can use cooperatives to 
market their fresh produce. Through a coop
erative, growers invest as a group in necessarY, 
selling facilities and staff. Marketing costs are 
spread over a larger volume of product and any 
profits (savings) are returned to the members. 
Cooperatives are often beneficial to low 
volume producers in highly competitive 
markets where more market power is needed. 

and harvesting costs (Appendix B), associated 
marketing costs (Appendix C), the break-even 
price and the volume you must sell to achieve 
it. In addition, you should know prevailing 
market prices, the quality of your product as 
compared to others available on the market, 
and the purchasing options of the buyers. 
Though you will never have all the market 
information you would like to have, the more 
you have the better . 

credit. Wholesale and commission merchant 
licenses allow purchases with credit, but they 
require payment within a maximum number 01 
days. The state departments of agriculture 
license firms and enforce the regulations. 

There are two industry recognized credit 
rating services, The Red Book and The Blue 
Book. Most buyers of interstate produce 
subscribe to these services. The books list the 
company name, address, phone numbers, 
executive personnel and credit rating of each 
subscriber. You can purchase the books for 
reference. 

It is important to check a buyer's credit 
before you complete a sale. A long distance 
payment dispute in the middle of the growing 
season can be expensive to settle. Payment 
policies vary among firms. Some firms will pay 
weekly; others pay on the last day allowed 
under the applicable law. If cash flow is a 
major concern for the shipper, he should t11' to 
sell to buyers who offer prompt payment. 

Good records are a necessity if a dispute 
develops over a shipment of produce. You 
need a good recordkeeping system. Any 
agency or legal representative called in to 
mediate a dispute will need documentation 
about the shipment. 



When produce is sold in a national market, 
omotion and advertising are often necessary. 

i here are more than 2,000 major wholesale 
produce buyers in the United States, too many 
to be reached easily by personal contact or 
word of mouth. However, most can be 
reached through trade periodicals and trade 
associations. 

Growers can effectively promote their 
operations through articles in trade publica
tions and speaking engagements at trade 
association meetings. If you are just opening 
your doors or adding new products, you can 
send a news release to trade publications. This 
can lead to the printing of the release itself or a 
direct contact from a reporter wanting a more 
detailed story. Speaking engagements, atten
dance at trade meetings and appointment to 
industry committees can help make your name 
and firm known in the industry. 

Establishing a good working relationship 
with your buyers is important. You each need 
the other to stay in business. You can benefit 
during a market glut by having a reliable 

roduct outlet. A buyer can benefit during a 
op shortage by having you as a reliable 

Jupplier. Good working relations bring long
term steadiness to the market. 

Buyers are looking for several characteristics 
when they establish a relationship with you 
(Appendix D). They prefer shippers who can 
provide a consistent supply of high quality 
produce over the entire growing season, and in 
the volume they need. Buyers also look for 
reasonable prices and personnel who are 
knowledgeable and helpful. Knowledgeable 
salespeople on your staff can provide informa-

Do not decide to open a fresh market 
growing or shipping operation until you have 
thoroughly examined the risks involved. You 
might assign a money value to risk taking. 
Then you can consider it as one of your 
expenses when you calculate potential net 
returns to your shipping operation, and com
pare the net return calculation to the returns of 
your other marketing alternatives. This is a 
straight forward approach to selecting the 
most profitable marketing alternative. 

One risk you will face when engaging in a 
w way of marketing or opening a new 

.1arket is your unfamiliarity with the territory. 
You will not have an established relationship 
with buyers, and you will be unfamiliar with 
the ultimate users of the product, and may not 
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Promotion and advertising 
Paid advertising in trade publications also 

can be an effective way to promote a firm and 
its produce. Advertising allows you to time 
publicity and to target it for maximum effec
tiveness. For example, you might announce 
the upcoming opening of your product shio
ping season and invite buyers to place their 
initial orders. Advertisements also can remind 
buyers of the virtues of your particular product 
during the season. The aim of advertising is to 
bring your name and products to the buyer's 
attention in a tasteful manner as frequently as 
possible. 

Consumer advertising usually is done by 
commodity commissions and associations, 
sometimes in cooperation with retailers. Only 
a few large shippers promote their own 
products directly to consumers. 

Buyer-seller relations 
tion on future supply, help arrange transporta
tion and answer other questions buyers might 
have. 

At the same time, most shippers look for 
buyers who are reliable purchasers, pay on 
time, negotiate reasonable prices and are easy 
to deal with. Established relationships require 
less time per transaction than new relation
ships, which saves money for both buyers and 
sellers. 

If you rely on just a few established buyers 
there is some risk of losing touch with the 
market. But if you keep this in mind, you can 
avoid the danger. Knowing what is happening 
in the marketplace at all times is very impor
tant in maintaining a mutually respectful 
relationship with your buyers. 

Types of risk 
know about consumer preferences that could 
affect your success. 

You also will be risking the time and money 
necessary to enter the market. This might 
include an investment in additional facilities 
and eqUipment. 

Besides these initial risks, there are the 
continuing risks of marketing perishable fresh 
fruits and vegetables. Each handler in the 
distribution system can adversely affect the 
quality of the product you ship. Poor handling 
by a transportation firm or commission house 
may give the buyer a wrong impression about 
your produce and cost you his business. 

Because you must harvest your produce 
when it reaches maturity and usually cannot 
store it for long, there are market gluts and 



periods of lower prices during peak harvest
and you cannot always predict or avoid these. 
It is important that you take these marketing 
risks into account. "Mother Nature" can also 

Lowering risks 
One way to lower risks in new markets is to 

thoroughly interview the participants. Then 
you can more precisely determine market 
needs and identify trustworthy buyers. Talking 
with other shippers and using credit reference 
books can also establish the credibility of new 
buyers. 

Shipping only high quality products in well
designed containers can help reduce handling 
losses. Precooling your produce and shipping 
with reliable transporters who use refrigeration 
also can help to keep product losses to a 
minimum. 

You cannot always predict periods of low 
market prices. However, you can make a start 
by examining. past trends, continually monitor-

References for further reading 
"Agricultural Outlook." Published monthly by 

Economic Research Service, U.S. Depart
ment of Agriculture, Washington, D.C 

The Blue Book. A credit reference book 
published by Produce Reporter Co., 315 
West Wesley Street, Wheaton, Illinois 
60187-5099; available by subscription only. 

Census o/the Wholesale Trade. Bureau of the 
Census, U.S. Department of Commerce, 
Washington, D.C 

Ashby, B. Hunt. Protecting Perishable Foods 
During Transport by Motortruck. Hand
book No. 105, Agricultural Marketing 
Service, U.S. Department of Agriculture, 
Washington, D.C, 1970. 

Estes, Ed. "Outline for Developing a Marketing 
Plan for Fruit and Vegetable Growers." 
Unpublished manuscript. 

Fruit and Vegetable Truck Rate Report. 
Federal-State Market News Service, pub
lished weekly by Agricultural Marketing 
Service, U.S.D.A. 

How, R. Brian. Marketing Fresh Fruits and 
Vegetables. Van Nostrand Reinhold, New 
York, 1991. 

Lopez, Rigoberto A. and Leo C Polopolus, 
Editors. Vegetable Markets in the Western 
Hemisphere. Iowa State Univeristy Press, 
Ames, Iowa, 1992. 
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be unpredictable for produce shippers. In
clement weather is a common risk that you 
will face and needs to be considered before 
you start a shipping operation. 

ing current market conditions, and calculating 
the break-even harvest price. In this way, you 
can minimize your losses from adverse price 
changes. 

Use insurance to lower some types of risk. 
Crop insurance is available for a number of 
natural disasters. Transportation firms should 
carry cargo insurance to cover losses because 
of accidents or eqUipment failures. 

When buyers do not pay their bills, consult 
the USDA's Perishable Agricultural Commodi
ties Division. If produce is damaged in a 
shipment, the USDA's Agricultural Plant Health 
Inspection Service can sometimes confirm the 
damage. A commission house can then sell 
salvageable produce for you on the market. 

Lutz,]. M. and R. E. Hardenburg. The Com
mercial Storage 0/ Fruits, Vegetables, and 
Florist and Nursery Stocks. Handbook No. 
66, Agricultural Marketing Service, U.S.D.A., 
Washington, D.C, 1977. 

Mitchell, F. Gordon, Rene Guillon and RA. 
Parsons. Commercial COOling 0/ Fruits and 
Vegetables. Manual 43, University of Califor
nia, Division of Agricultural Sciences, 1972. 

National Food Review. Published annually by 
Economics and Statistics Service, U.S. 
Department of Agriculture, Washington, 
D.C 

The Packer. Published weekly by Vance 
Publishing Co., Shawnee Mission, Kansas. 

The Red Book. A credit reference book 
published by Vance Publishing Co., P. O. 
Box 2939, Shawnee Mission, Kansas 66201-
1339; available by subscription only. 

Ryall, A. lloyd and W. ]. Pentzer. Handling, 
Transportation, Storage 0/ Fruits and 
Vegetables, AVI Publications, Westport, . 
Conn., 1974. 
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APPENDIX A 

LOCATING A BROKER 

The extreme perishability of many fruits and vegetables requires that the sequence of markets through 
which items pass ot:l their way from the farm gate to the grocery store be coordinated. In most cases middle
men, or brokers, coordinate the movement of fruits and vegetables in the marketing system. Since marketing 
is the key to successful vegetable production, growers should not plant any new crops or additional acreage 
unless marketing contacts and arrangements are established. 

To sell his crop, a grower may employ a sales agent who negotiates the terms of the sales. Or, a grower 
may employ a broker who negotiates specific elements of a contract between a seller and a buyer. A broker 
can work for the seller, the buyer or both. In essence, a broker is selling his or her knowledge of the industry 
in matching buyers with sellers. 

The basis for a successful partnership between a grower and a broker is truthful communication. It can 
take time to establish a good relationship. Growers should answer the following questions before employing a 
broker. 

1. What volume of product do you produce per day, per week, per season? 
2. What price do you need to cover expenses? 
3. What kind of payment arrangement do you want to have? 
4. Who will pay the phone bill and other expenses of the broker? 
5. Does this broker pay his bills? Check with other growers and also check Blue Book/Red Book ratings. 

A broker usually needs specific information about the variety planted, the exact acreage planted and your 
expected yield. Growers should communicate honestly. "More than 20 acres" is a poor answer to the ques
tion, "How much do you grow," especially if you planted 40 acres. The broker also will want to know your 
normal harvest period, what grade you normally pack and the type of packing equipment you own (if any). 

Brokers prefer pre-cooled items and occasionally will pay premiums for pre-cooled produce. Even if the 
broker does not pay a premium, pre-cooling allows you more flexibility in marketing (sell now or hold until 
tomorrow) and the broker will sell your product before uncooled produce. 

Growers should expect to pay brokers on a percentage basis. Sales commissions can range from 5 to 15 
percent of the sales price. Brokers often collect money from the buyer, deduct the cost of their services and 
remit the balance to the growers. Growers should not attempt to sell 100 percent of what they grow because 
1 ()() percent is not marketable. Problems with brokers and turnaround loads can be avoided if growers elimi
nate unmarketable items at the packing shed and handle produce carefully after harvest. 
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APPENDIX B 

USING BUDGETS AS A MANAGEMENT TOOL 

Budgeting is extremely useful in making the managerial, production and marketing decisions growers or 
shippers must make every day. Some of these decisions are rather general in nature, while others are quite 
specific. Some of the more common decisions may include: 

. Is the operation profitable enough to ensure survivability for the next 5 or 10 years or longer? 
• Am I marketing a quality product at a price that is competitive with industry prices? 
. Does my business have a reputation of being honest, fair and considerate of the customer? 
• Should new technology be implemented? 
• What product mix will yield the highest profit? 

Not only must managers make decisions that affect the profitability of the firm, they must also implement 
solutions in a manner that is both efficient and effective. Budgeting can help in making these decisions. In 
general terms, budgeting is a plan for allocating resources among alternative uses. These resources include 
money, labor, water and other inputs that may be limited. Budgets can be used for planning labor needs and 
fmancing (deciding when to borrow and how much). They also can indicate when to buy supplies and when 
to sell the products. Budgets are a tool for managerial control and for evaluating performance, and are espe
cially effective when a record system designed for managing is already in place. Thus, the effectiveness of 
budgeting is a function of how good your recordkeeping system is. 

Though budgeting and recordkeeping are valuable managerial tools, they require time and therefore repre
sent a cost themselves. The costs of preparing and maintaining budgets and records must be included in the 
total cost of the business. But if they aid the manager in making sound decisions, then the benefits certainly 
outweigh any costs involved. There are several types of budgets that may be of use to managers, but the focus 
of this discussion is enterprise budgets. 

Enterprise Budgets 
Enterprise budgets are those that account for all costs and all income associated with the production of one 

particular crop. They show when production activities will occur and how much of each input will be 
needed to produce a specified crop. Enterprise budgets are generally divided into three sections: (1) yield 
and income section; (2) variable costs section; and (3) fixed or overhead costs section. 

Estimating the income section of the enterprise budget is fairly straightforward. Simply multiply the num
ber of units produced by the expecwd market price. 

Variable costs are those which increase as the level of production increases. They include costs of fertiliz
ers, etc., as well as the cost of using machinery, equipment and labor. Variable costs are estimated by multi
plying the quantities of each input used by their prices. Costs can be determined easily from invoices, but 
may have to be allocated to the appropriate enterprise. Materials should be charged directly to each enter
prise according to the amount used. It is a little nlore difficult to allocate the costs of labor, machinery and 
equipment to anyone enterprise. That is where detailed records really payoff. 

Fixed costs are those which remain constant no matter how much or how little is produced. The most 
important fixed costs for any operation are those for land, buildings, machinery and equipment. The land cost 
can be in the form of a purchase payment (principal plus interest), rent or lease payment. Fixed costs for 
buildings, machinery and equipment include the "DIRTI 5" - that is, depreciation, interest, repairs, taxes and 
insurance. 

When the income, variable cost and fixed cost sections of the enterprise budget have been completed, total 
cost of production for that enterprise is deternlined by adding variable costs and flXed costs. The expected 
profit is the amount left after total cost is subtracted from income. 
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Uses of Enterprise Budgets 
The estimated profit can be compared with the estimated profits from other enterprises to select the most 

profitable crops and crop combinations. 

Enterprise budgets also may be used to detennine the maximum rental rate that can be paid for land. To do 
this, simply prepare the enterprise budget and omit any charge for land. The resulting expected profit would 
indicate the maximum rent that can be paid to just break even. 

By the way, breaking even in enterprise budget tenns is not necessarily a bad thing. Remember that all costs 
are being covered, including opportunity costs. Any profits projected may be viewed as a return to risk or 
entrepreneurial talents. 

Perhaps the most important use of enterprise budgets is in establishing a minimum selling price based on 
production costs. Once the total costs of an enterprise are detennined, then you know the minimum price 
that should be charged for that product. The price you negotiate ultimately depends on what you feel is a fair 
return on your investment and the risks associated with the enterprise. By using costs of production as guide 
to pricing your produce, you are at least guaranteeing that all your costs are covered and that you are not 
producing crops which are unprofitable. 

Another popular use of enterprise budget data is in detennining the best time to sell. The costs of produc
ing and marketing your products can be compared to the usual prices in different time periods, which will 
show the most profitable marketing periods. This type of comparison is called market window analysis (see 
page 3). 
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Enterprise Budget Worksheet for Calculating Production and Harvesting Costs 

Crop: 

(1) EXPECTED YIELD (UNITS/A C) 

Cash operating expenses: 
Land and bed preparation 
Seed or transplants 
Fertilizer/lime 
Chemicals: 

Pre-emerg. herbicides 
Post-emerg. herbicides 
Fungicides 
Insecticides 
Fumigants 
Growth regulators 
Other: 

Fuel, lube and repairs 
Cultivation 
Hired labor: 

Machinery operation 
Hand weed 
Irrigation labor 
Other: 

Custom work: 

Irrigation 
Miscellaneous: 

Interest on operating capital 
(2) TOTAL PREHARVEST EXPENSES 

Harvest expenses: 
Harvest/haul 
Other: 

(3) TOTAL HARVEST EXPENSES 

Fixed or Overhead Expenses: 
Land (rent) 
Machinery and equipment 

(4) TOTAL FIXED (OVERHEAD) EXPENSES 

(5) TOT AL COSTS (2 + 3 + 4) 

PREHARVEST COST/UNIT (2 + 1) 
HARVEST COST/UNIT (3 + 1) 
TOTAL FIXED COST /UNIT (4 + 1) 
TOTAL COST/UNIT (5 + 1) 

Per acr:e 
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APPENDIX C 

POSTHARVEST COST AND RETURNS WORKSHEET FOR 
FRESH PRODUCE MARKETING 

Any investment of your time and money in a new venture such as fresh produce marketing requires a 
careful analysis of potential financial returns. The following cost and returns format may be useful to you in 
making this kind of analysis for produce. 

You might want to make estimates on a "typical year" basis. Each commodity should have its own separate 
analysis. Where necessary, you should prorate among all commodities the aggregate costs for categories such 
as equipment, machinery and marketing. Note your cash (versus noncash) costs, to identify any potential cash 
flow deficiencies in the operation. 

Calculating Revenue 

(3 x 4 =) 
1 2 3 4 5 
Product Number of Net f.o .b. Total 
type Desti- units price per revenue 
(grade) nation shipped unit ($) ($) 

Total 

(The term f.o.b. means "free on board." It is commonly a price quote that excludes transportation charges 
beyond the shipping point. The shipping point is usually induded in any reference to the f.o.b. price, e.g., 
"f.o.b. McAllen.") 

Use one line in the revenue section for each destination and grade of the produce that you are considering 
shipping. Then mUltiply the number of units in each case (3) by the estimated net f.o.b. price per unit (4) to 
obtain total revenue (5). 

To determine the average price per unit for all units shipped (6), divide the total sum of all revenues re
ceived (5) by the total number of units shipped to all destinations (3): 

5 
Total 
revenue 

+ 3 
Total number 
of units 

= 

18 

6 
Average price 
per unit 



Packing Costs 

Investment-related packing expenses 

7 

Item 

Land 
Buildings 
Machinery 
Equipment 
Office 
equipment 

Vehicles 

Total 

8 
Average 
net cost 

($) 

9 
Interest 
expense 
($@_%) 

(9 + 10 =) 
10 11 
Depreci- Total in-

ation vestment 
expense ($) expense ($) 

The average net cost (8) is the sum of the purchase price and salvage value of each asset divided by 2. Then 
mUltiply this value by the interest rates that you specify in step 9 to obtain the interest expense (9). The 
interest rate you use to calculate the interest expense should take into aq::ount both the interest rate on any 
debt you use to finance the investment as well as the interest rate applicable to your own invested (equity) 
capital. 

To be conservative, you can calculate depreciation on a straight-line basis. The total investment-related cost 
(11) is equal to the interest (9) plus the depreciation expense (10). 

To calculate your total investment cost per unit for packing (12), divide the sum of all investment-related 
expenses (11) by the total number of units shipped to all destinations (3): 

11 
Total 
investment 
expense 

+ 

Operating-related packing costs 

Item 

3 
Total 
number of 
units 

Direct wages (including fringes and taxes) 
dumping 
cleaning 
sorting 
sizing 
packing 
lidding 

Supervisor salaries (including fringes and taxes) 
Containers (including handling) 
Labels and labeling 
Vehicles 
Interest on operating money 
Property taxes and fees 
Insurance 
Repairs and maintenance 
Rent 
Water and power 
Waste disposal 

13 Total operating costs 

= 

19 

12 
Total invest
ment expense 
per unit for packing 

Total 



To detennine your total operating costs per unit for packing (14), divide the sum of all your operating costs 
(13) by the total number of units you plan to ship to all destinations (3): 

13 
Total packing 
operating costs 

+ 3 
Total number 
of units 

= 14 
Total operating 
cost per unit 
for packing 

The fmal step in this section is to calculate total packing costs per unit (15). To do this, add your per unit 
investment expense (12) to your per unit operating cost (14): 

12 
Total investment 
expense per unit 

+ 14 
Total per unit 
operating costs 

If you anticipate a custom packing charge, enter it directly into 15. 

Cooling Costs 

15 
Total packing 
costs per unit 

Complete this section for each type of system you expect to be in operation (forced air, hydro, vacuum, top 
ice or cool room). The procedure is the same as that described for packing costs. 

Investment-related cooling expenses 

16 

Item 

Site and 
structure 

Cooling 
equipment 

Architectural 
and engineering 
fees 

General equipment 
Total 

17 
Average 
net cost 
($)% 

18 
Interest 
expense 
($@_%) 

21 Total number of units cooled per year 

19 
Depreci
ation 
expense ($) 

(18 + 19 =) 
20 
Total in
vestment 
expense ($) 

To calculate you total investment expense per unit (22), divide the total investment related expense (the 
sum of 20) by the total number of units cooled by the system (21): 

20 
Total 
investment 
expense 

+ 21 
Total number 
of units 
cooled 

= 

20 

22 
Total investment 
expense per unit 
for cooling 



(Cooling Costs continued) 

Operating-related cooling costs 

Item 

Direct wages (including fringes and taxes) 
Power, fuel and water 
Maintenance and repair 
Taxes and fees 
Insurance 
Interest on operating debt 
Rental charges 

23 Total operating costs 

Total 

To obtain your total operating costs per unit for cooling (24), divide the sum of all your operating costs (23) 
by the total number of units you expect the system to cool (21): 

23 
Total 
operating 
costs 

+ 21 
Total number 
of units 
cooled 

= 24 
Total operating 
cost per unit 
for cooling 

The fmal step in this section is to calculate your total cooling costs per unit (25): Add the per unit invest
ment expense you calculated (22) to your per unit operating cost (24): 

22 
Total investment 
expense per unit 

+ 24 
Total operating 
cost per unit 

= 25 
Total cooling 
costs per unit 

The total cooling costs per unit (25) would be added together for all cooling systems you expect to use on 
the commodity. If you expect to custom-cool, enter the charge for that directly into step 25. 

Transportation Costs 

This section is only relevant to you if you bear the cost of transportation. In many transactions the buyer 
pays the shipping. If the use of this section is appropriate, calculate the costs for transportation separately for 
each of your destination points: 

26 
Mode 
(including 
containers) 

Truck 
Rail 
Piggyback 
Ship 
Air 

Total 

27 
Number 
of 
units 

28 
Net cost 
per unit 
($) 

(27 X 28=) 
29 
Total 
cost 
($) 

For each transportation mode, your total cost (29) is the number of units you expect to ship (27) mUltiplied 
by your net cost per unit, including transportation (28). Then add together your total transportation costs for 
each destination (29) to obtain: 

30 Total transportation costs for all your commodity destination points ____________ _ 

The total number of units you plan to ship to each destination (27) are added together to obtain: 

31 Total number of units you plan to ship to all commodity destination points __________ _ 

Finally, to calculate your total transportation cost per unit for all destinations (32), divide your total trans
portation cost (30) by the total number of units shipped (31): 
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Marketing Costs 

Item 

Management salaries (including fringes and taxes) 
Office wages (including fringes and taxes) 
Facilities and equipment 
Property taxes and fees 
Advertising (newspaper, magazine, radio, TV) 
Utilities 
Phone 
Supplies 
Travel 
Bad debt collection 

33 Total marketing costs 

Total 

To calculate your total marketing costs per unit (34), divide total marketing costs (33) by the total number 
of units shipped (3): 

33 
Total 
marketing 
costs 

Net Return 

+ 3 
Total 
number of 
units shipped 

= 34 
Total 
marketing costs 
per unit 

The next step is to calculate your expected net returns per unit for all production, harvest, postharvest and 
marketing activities. First, add up your total per unit costs for packing, cooling, transportation and marketing, 
and your per unit costs of goods sold: 

15 Total per unit packing costs 
25 Total per unit cooling costs 
32 Total per unit transportation costs 
34 Total per unit marketing costs 
35 Total per unit production and 

harvesting costs (see Appendix A) 

Total 

Now subtract this total from your average price per unit (6) to obtain your net return per unit (36): 

6 Average price per unit - Total above = 36 Net return per unit 

Note that 25 includes the sum of all cooling systems used on your commodity, 32 includes the sum of 
transportation costs for all your commodity destination points, and 35 is your incoming cost per unit of 
product sold (your cost of production). 

To calculate your true net returns per unit (before risk assessment), you must consider income taxes. The 
applicable rate is the sum of all your federal, state and local income tax rates that are expected to apply to 
your net returns per unit (36). Net return is the amount remaining after you subtract you tax deductible 
expenses from gross revenue. 

In assessing whether an after tax net return is acceptable, it is important to analyze your risk of loss. Mov
ing to a more risky marketing situation implies a need for a higher net return. This requires your own manage
ment decision making. In doing this analysis, remember that the risk in fresh produce marketing can be 
categorized as either physical or monetary. Examples of physical risk include thievery, vandalism, natural 
disaster or transportation delays. Monetary risk refers to such things as buyer failure to accept a shipment, 
buyer nonpayment or a market price drop during shipment. 

Be cautious when you use the step 36 value (on an after tax basis) to measure "profitability." This value is 
highly dependent on your ability to forecast future prices and events. A useful technique in this type of 
analysis is to complete several runs through this procedure, using alternative possible forecasts. These might 
include an "optimistic" outlook on prices, costs and risks; a "pessimistic" outlook; and an "average" outlook. 
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APPENDIX D 

OUTLINE FOR DEVELOPING AN INDIVIDUAL MARKETING PLAN FOR 
PRODUCE GROWERS AND MARKETERS 

I. Investigate Market Potential 

A. Cost of Production 

1. Develop enterprise budgets for the commodities currently produced and for commodities you 
intend to produce. Cost estimates should be developed by commodity, variety, age of planting, 
etc., and should include land charges, marketing expenses, contributions to overhead expenses, 
contributions to ownership costs, packing and storage costs, transportation costs and labor 
costs. Budgets can follow either a standard budget format (as in Appendices B and C) or a cash 
flow format as required by FmHA. 

2. Detailed labor and equipment requirements should be developed. These should include the 
operation to be performed, the equipment needed, the amount of labor and power required to 
perform the operation and the month in which the task is completed. These estimates can assist 
the grower in accounting for total labor requirements, in allocating available labor and in evaluat
ing the efficiency of labor. 

3. Develop a recordkeeping system to account for all inputs (including physical quantities, unit 
prices and total prices) used in producing each commodity. The recordkeeping system should 
also track inventory, including previous and current production and packout rates. 

B. Estimate break-even costs for each commodity. Calculate break-even costs with varying packout rates, 
including operating costs plus ownership costs. 

C. Obtain production cost estimates from other competing areas if available. Budgets should be standard
ized so that cost estimates are comparable. Comparable budgets will assist the grower in determining 
any cost advantages he has relative to his competitors, (i.e., Can the same size and quality product be 
produced at a lower cost? Can it be trar..sported to a distant market at a cheaper rate?) 

D. Compare anticipated prices (based on historical trends) to per unit cost information to, determine 
potentially profitable time periods or market windows. 

II. Marketing History 

A. The grower should outline how he or competitors have previously marketed produce. The following 
information should be included: 

1. How marketing contacts were made 
a. Personal contacts 

• Trade shows or association meetings (PMA, UFFV A, trade associations, etc.) 
• Introductory phone calls with a follow-up visit 

b. Referrals by 
• Another grower 
• Another buyer 
• Trade association or marketing association (cooperatives, farm bureau) 

c. Brokers 
d. Salesmen/sales agents 

2. List the following for each buyer by year 
a. Varieties, grades, sizes and volume bought 
b. Harvest dates, shipment dates and delivery dates 
c. Prices received 
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d. Transportation costs 
e. Quality of the produce and/or any damage to the produce when it was delivered (tempera-

ture records may prove helpful) 
f. Any guarantees or return policies offered to the buyer 
g. Quality of the produce the buyer purchased 
h. "Optimal" or best time to contact the buyer for orders 
i. Actual or estimated share of the buyer's total volume 
j. Problems encountered, such as: 

• Late delivery (record reason for late delivery) 
· Quality problems (color, maturity, condition, bruising, etc.) 
• Volume problems (not enough volume to attract buyers or not enough volume at that 

period of time) 
• Pricing problems (prices received were less than asking prices) 
• Produce was not precooled 
• Containers were not sturdy enough or containers collapsed during storage, shipment, etc. 
• Produce was not uniform 
• Delinquent payments 

k. How the problems were dealt with: 
• No action was taken 
· Price adjustment (list anlount of adjustment) 
· Grower/packer shipped additional produce 

1. How the grower/packer learned of the problem(s): 
• Buyer contacted by grower/packer after delivery 
· The buyer contacted the grower/packer 
· The broker notified the grower/packer 
• Other (i.e., word of mouth) 

m. Special needs or problems of the buyer: 
· Requires small/large lots 
• Requires multiple deliveries 
• Purchases low quality produce 
· Does not have storage space available 
· Specializes in wholesale/retail/institutional trade 
• Other 

B. Collect a 3- to 5-year history of wholesale prices for competing regions. Daily or weekly price quotes 
should be recorded by variety, grade and size. 

C. If possible, collect a 3- to 5-year history of shipments for competing regions. Weekly shipments 
should also be recorded by variety, grade and size. 

In. Develop Future Marketing Plans 

A. Establish future goals. How will these be different from previous plans, (i.e., increase sales volume, 
increase the market share in a specific market, improve produce quality to capture potentially higher 
prices, etc.) 

B. Identify potential marketing alternatives by niche, local, regional or national market area 

1. Grocery stores 
a. Local or regional chains 
b. Independents 
c. Wholesale grocers/wholesale clubs 

2. Tenninal market frrms 
a. Receivers 
b. Jobbers 
c. Commission merchants 

3. Wholesale distributors 

4. Other growers, packers, shippers with market contacts 
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5. Processors (includes fresh pre-cut processors) 

6. Civic and nonprofit organizations for fund-raising projects, primarily fruit (Le., Boy Scouts, Girl 
Scouts, civic clubs, church organizations, school clubs, banks, PTAs, chambers of commerce 
organizations, etc.) 

7. Gift packs 

8. Export markets 

9. Food service markets 
a. School/colleges 
b. Hospitals/rest homes 
c. Institutions/prisons 
d. Hotel/motels 
e. Restaurants 

10. Direct marketing alternatives 
a. PYO operations 
b. Roadside stands or tailgate operations 
c. Farmers' markets 
d. Supply roadside stands or sellers at fanners' markets (trucker trade) 
e. Sell cull produce at the packhouse 

NOTE: Brokers and commission merchants can help identify alternative buyers and coordinate sales. 

C. Sources of infonnation 

1. Yellow Pages in phone directories (public libraries may have phone directories of distant mar
kets). Some general headings could include food brokers, food products (retail and wholesale), 
fruit and vegetable growers and shippers, fruits and vegetables (retail and wholesale) and grocers 
(retail and wholesale). 

2. The Packer's Red Book, P. O. Box 2939, Shawnee Mission, KS 66201, (913) 381-6310. 

3. Blue Book, Produce Reporter Co., 315 West Wesley Street, Wheaton, IL 60187-509, (708) 668-
3500. 

4. SN Distribution Study of Grocery Store Sales, Fairchild Books & Visuals, 7 East 12th Street, New 
York, NY 10003, (219) 731-4280. 

5. State or national trade associations 
a. National American Wholesale Grocer's Association 

51 Madison Ave., Room 1810 
New York, NY 10010, (212) 532-8899 

b. National Association of Retail Grocers of U. S. 
Box 17208 
Washington, DC 20041, (703) 860-3300 

c. Produce Marketing Association 
700 Barksdale Rd., Suite 6 
Newark, DE 19711, (302) 738-7100 

d. United Fresh Fruit and Vegetable Association 
727 N. Washington Street 
Alexandria, VA 22314, (703) 836-3410 

6. County Extension agents can provide infonnation on spray programs, identification of pest 
problems, fertilization programs, foliar analysis, pruning, thinning programs, etc. 

7. State agricultural departments in other states. Marketing specialists can assist you in locating 
potential buyers and some states also publish a Food Products Buyer's Guide. 
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8. Trade publications 
a. The Packer (weekly) 

Circulation Department 
P. O. Box 415 
Prairie View, IL 60069-0415 

b. ProNet, The Packer's computerized market information service, 1-800-255-5113 
c. Produce Business (monthly) 

2185 Lemoine Avenue 
Fort Lee, New Jersey 07024 

9. Industry trade shows (PMA, UFFVA, etc.). 

10. Other growers or packers who have retail or wholesale contacts. 

11. Local chambers of commerce may be able to provide some information (i.e., types of businesses, 
rate and type of growth, etc.) as well as personal contacts. However, most chambers of com
merce tend to be retail oriented and may only be able to provide information relative to a small 
segment of the produce industry. 

D. Collect demographic data about potential marketing areas (demand data). 

1. Population - total, age distribution, family size 

2. Total number of households 

3. Disposable income and distribution by household 

4. Rate of growth 

5. Per capita consumption for selected fruits and vegetables 

NOTE: Libraries contain a wealth of information that can prove beneficial. 

E. Develop a marketing strategy for three levels. 

1. Primary market (i.e., The market in which the grower/packer eventually wants to compete. 
Access may initially be blocked or limited, and the grower/packer may have to start small and 
expand into this market). List the following: 
a. Potential buyers 
b. Volume of sales or targeted market shares 
c. Projected price(s) 
d. Buyer requirements (if known), minimum volume, grades and quality, etc. 

2. Secondary market - follow same procedure as above. Prices may be lower and markets may be 
closer to home than for the primary market Oocal vs. regional or regional vs. national). 

3. Salvage operations - this procedure may be a direct market alternative or a wholesale operation 
directed toward fmal consumers. Prices may have to be lower than those projected for the 
primary or secondary market. However, if break-even prices are known, the chances of growers 
not covering their costs are reduced. 

NOTE: Growers should develop strategies for all three levels and evaluate them annually. 

F. Establish a quality control program directed toward the primary markets. This should include control 
of all pest problems (weeds, insects, diseases, etc.) as well as pruning, thinning, etc. Remember 
quality control programs start before the plants are set in fields and contmue until the buyer is satisfied 
with the finished product. Growers should strive to consistently provide their buyers with uniform 
produce. State and federal inspectors should not be omitted from quality control programs. Use 
(don't abuse) on-site inspectors as an aid to control quality. 
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N. Research and Coordination with Potential Buyers. 

A. Market research and coordination is a continuous process and should start before planting the com
modity, at least 6 months before harvest. In addition, the grower should follow up 3 to 4 months 
before delivery in case the buyer has altered his marketing plans. If the buyer has changed his plans, 
the grower will have time to react (initiate the secondary marketing strategy or the salvage operation). 
The grower should also contact the buyer 7 to 10 days before shipment to finalize any delivery ar
rangements. Finally, some buyers recommend calling the day before shipment and also instructing the 
truck driver to call just before delivery so the buyer can have his employees ready to unload the truck. 

B. Call for an appointment before visiting the buyer. Buyers are busy and do not appreciate unan
nounced salesmen. 

C. Take a sample of the produce for the buyer to see (either an actual sample or pictures or slides of the 
products). This should be a representative sample, not the very best produce the grower can supply. 
The buyer will expect whatever he is shown in this meeting. 

D. Have a price in mind (price list). 

E. Be able to give the buyer an estimate of the volume that will be available for shipment. Volume 
estimates may be on a weekly, seasonal or annual basis. If the buyer is pleased with the produce, he 
may want an estimate of the volume available in subsequent years. 

F. Be able to answer the following: 

1. What can you offer the buyer that no other supplier can offer? 
a. Increased volume 
b. Wide selection of produce 
c. Dependable delivery 
d. Assurance that the produce will arrive in good condition 
e. Improved quality 
f. Lower prices for the same quality produce the buyer has been receiving 
g. Unifonn and consistent packs 

2. Will the grower/packer guarantee his shipments? Under what conditions, if any, would the 
shipments be guaranteed? 

3. Are credit tenns offered? 

4. Are additional services available that mayor may not be offered by other suppliers? Some addi
tional services could include: 
a. Advance pricing to help retailers pre-plan and schedule promotions 
b. Providing frequent small shipments, even on weekends 
c. Volume discounts 
d. A selection of containers and packaging (3-pound, 5-pound or 10-pound bags for potatoes; 

bulk bin containers; volume filled cartons) 
e. Infonnation on how the produce snould be cared for after delivery to the warehouse or retail 

outlet 
f. Storage for the produce until it is needed by the buyer (to save the buyer refrigeration space 

and expense) 
g. In-transit temperature recorders to monitor the produce during shipment 
h. Outlook and availability infonnation by commodity, variety, grades, traypack sizes, bag sizes, 

etc. 
i. Advertisement and promotional assistance 

NOTE: Additional services should not be provided unless the price a buyer offers for items with the 
added services more than offsets the additional costs incurred of providing the additional market
ing services. 

Many growers assume that buyers do not talk to other buyers. This is not true. In fact, some buyers may want 
the grower to provide a list of people he has sold produce to within the last few years so that they can be 
contacted to check the grower's track record for maintaining quality and keeping commitments. 
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G. Ask the buyer the following: 

1. What are usual days and times of delivery? 

2. What types of containers are usually required? 

3. What is the minimum volume the buyer requires? 

4. What quality is required to access this market? 

5. Does this buyer need other produce or varieties that can be provided economically? 

6. How often does he want to be contacted and what information and/or assistance does he wants 
during the meetings. (Have a reason for contacting buyers and a plan to follow when visiting 
with buyers. Buyers' time is valuable and they do not appreciate "wasted" phone calls; therefore, 
do not contact them unless there is a reason to do so. Crop outlooks, thank you's, etc. can be 
delivered over the phone). 

NOTE: If these questions can be answered, the grower/packer can determine the limitations of this 
alternative and can begin to plan how he can overcome these limitations. (Example: If insuffI
cient volume is a problem, then is pooling an alternative? If poor quality is a problem, then can 
the grower implement a better quality control program?) 

V. Establish Feedback Procedures 

1. Immediate. Call after delivery to determine if the shipment arrived on time, if the produce was 
in the proper condition and if the buyer had any problems. The grower should take immediate 
steps to correct any problems and satisfy the buyer. Buyers will typically try a new supplier 
once. If they are not pleased with the produce and/or service, they will look elsewhere. A good 
feedback system and prompt corrective actions, when required, can assist growers in maintain
ing their individual market share. 

2. End of season. A season recap can help the grower know how to improve his service and/or 
produce and increase or maintain his current market share. 

3. Periodic. Some organizations frequently rotate or promote their buyers. New buyers seldom feel 
obligated to purchase produce from the growers who supplied the previous buyer. In fact, new 
buyers typically start developing their own list of suppliers. If a grower does not contact his 
buyers periodically, he could easily lose one of his marketing alternatives without knowing it. 

Educational programs conducted by the Texas Agricultural Extension Seroice sen;e people of all ages regardless of socioeconomic level, 
race, color, sex, religion, disability or national origin. . 

Issued in furtherance of Cooperative Extension Work in Agriculture and Home Economics, Acts of congress of May 8, 1914, as amended, and 
June 30, 1914, in cooperation with the United States Department of Agriculture. Zerle L. Carpenter, Director, Texas Agricultural Extension 
Service, The Texas A&M University System. 
2M-8-93, New HORT 6, ECO 8 
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