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- Summary and Conclusions

AUCTION sales of fruits and vegetables, exclusive of bananss, by
14 companies in 12 markets during 1937 totaled 102,128 cars,
with & value of $151,727,822. Carloads of citrus fruit amounted to
61.9 percent of the total number of cars sold at suction; deeciduous
fruits 29.9 percent, pineapples 3 pereent; and melons, vegstables, and
miscellaneous produets 5.2 percent. ‘

Cooperative associations are important contributors to the business
of auction companies. For the year 1934 at least 45 percent of the
total carloads of all fruits and vegetables, exclusive of bananas, sold
through terminal auctions was handled for cooperative associations.
For the same year, over 62 percent of carlot auction sales of citrus
fruit was for cooperative associations.

An analysis of auction sales of Western hoxed apples in 7 markets
during the 1934-35 crop-movement season showed that about 43
percent was cooperatively packed and 57 percent was packed by pro-
prietary concerns. In each case, slightly over one-half of the quantity
was sold for the sccount of the packer. Apple cooperatives and
- private sellers thus exercised no control over the offerings of substan-
tial portions of their respective packs which were sold at auction for
the account of operators other than the packer.

Auctions are important parts of the distribution machinery in large
markets. Almost four-fifths of the carlot unloads of citrus fruit in
suction markefs were sold through terminal suction companies,
Variations in the percentage of total carlot unloads of citrus fruit sold
at auction in each of the markets were rather wide. The range in
1937 was from 47 percent for Baltimore and 52 percent for Pittsburgh
to 91 percent for New York and 92 percent for Philadelphia.

The proportion of deciduous fruit sold at auction, while less than for
citrus fruit, amounted to an average of 48 percent for all markets.
. Citrus and deciduous fruits together totaled over 90 percent of avction
salea for the 4 years 1934-37. The combined carlot sales at auction
of these two groups of fruits amounted to about 65 percent of their
total carlot unloads in auction markets for the years 1830 and 1934-37.
The degree of market coverage obtained through auctions, when
measured by the percentage of total carlot unloads in suction markets
of citrus and deciduous fruits sold at auction, showed & rather wide
range for 12 auction markets in 1937. For the four largest markets,
Boston, Chicago, New York and Philadelphis, the combined per-
centages for citrus and deciduous fruits were 60, 55, 83, and 80,
respectively. -

I



v SUMMARY AND CONCLUSIONS

Terminal auctions are important sources of supply for out-of-town
buyers. Direct billings by auction companies to purchasers with
busineas addrusses 25 or more miles distant from auction markets in
1934-35, when expressed as percentages of total suction business,
ranged from 3.9 for St. Louis to 30.1 for Cincinnati. Boston, New
York, end Philadelphia figures wers 18.5, 4.5, and 8.7 percent,
respectively. Chicago had no out-of-town billings.

One of the primary questions of concern to cooperative sales
managements relates to the validity of the use of the auction price of
& commodity as a basis for price quotations in private-sale transactions.
On the basis of studies restricted primarily to California Valencia
oranges, the conclusion was reached that monthly and weekly auction
prices constituted reasonably satisfactory mensures of price both at
auction and at privaie sale. Variations in weekly prices for this
commodity between auction markets and private-sale markets sug-
gested that auction prices are not final and complete indicators of the
price at which total offerings of this commodity can be sold in sll
markets. Factors such as variations in demand and supply conditions
in individual markets, differentials in price for various brands, grades,
and sizes, condition and quality of fruit, and the effect at times upon
auction average prices of offcondition shipmenta or cars diverted to
auction from other markets, must ba taken into account in deter-
mining price guotations in private-sale transactions,

Inquiry into factors causing veriation in monthly auction prices of
California Valencia oranges at New York showed that control of
supplies offered &t suction in this market was necessary if price
fluctuations were to be held within reasonable limits. The necessity
for this control in both auction and private-sale markets is recognized
and exercised by capable sales managers insofar as practicable in order -
that violent price fluctuations may be avoided. The necessity for
control is particularly important in the case of auctions because of
the extent to which auction prices are employed ss a basis for price
quotations in private-sale transactions.

With limited exceptions, monthly prices in 11 auctions for California
Valencia oranges and lemons and for California Navel oranges in 10
auctions over a period of approximately 8 years, showed & close rela-
tionship when changes in price from month to month were examined,

An exact comparison of seles results obtained for a commodity sold
through both auction and privatesale channels cannot bs made
except on the basis of the same grade, size, and condition of fruit.
Unless data on condition and related factors are collected st the time
sale is made, it is not possible to make allowance for possible dis-
counted prices on diverted cars or for any variation in condition
between lots of the sama.grade and size sold at suction and at private
sale. However, an indication of the relationship may be observed
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from an analysis for one season of weekly prices of California Valencia
oranges packed under the Sunkist trade-mark and sold at auction and
at private sale. This analysis showed a reasonably close agresment
when comperisons were mede on the basis of individual sizes.

Terminal auction buyers are for the most part jobbers. This type
of purchaser either directly or through buying brokers accounted for
70.5 percent of total ssles made by 12 auction companies during sample
weeks in 1934 and 1935. Auction billings direct to chain stores and
buying brokers were 9.5 and 7.9 percent respectively for the same
periods. Similar percentages for motor truck jobbers, specialty fruit
and vegeteble stores, and independent retail stores were 3.3, 2.5, and
2.3 percent,

The majority of auction buyers purchased a number of commodities
in order to take full advantage of the time and effort required to
inspect. auction offerings and fo attend the sales. About 80 percent
of the dollar sales of five different commodities handled by 10 auction
companies for one week in 1935 was mads o buyers who purchased
all five commodities, which in turn comprised 91.5 percent of the total
sales of all commodities for the 10 auction companies.

Auction buyers, for the most part, did not purchase the equivalent
of & carload when each buyer’s weekly purchases of important com-
modities were considered separately, About 90 percent of the buyers
of California Navel oranges during 1 week purchased less than @ single.
carload of this commodity. Similar analyses showed that over 82
percent of the Californig Valencia orange buyers and all of the buyers
of Northwestern Winesap apples purchesed at a rate of less than one
carloed of each commodity per week.

Purchasers at auction, for the most part, bought a limited number
of sizes of oranges and apples. Sixty-five percent of the buyers of
California. Navel oranges each bought four sizes or less. Similar
figures for California Valencia oranges and Northwestern boxed
Winesap apples were 53 and 92 percent.

The dominant portion of auction buyers consisted of less-than-
carload purchasers. The limited number of sizes of & single com-
medity purchased by these buyers emphasized the point that, for the
most part, buyers were restricted as to the number of sizes which
they needed to meet the requirements of their trade. From the
standpoint of the shipper, private or cooperative, it is apparent that
the auction outlet enablea him to reach a group of buyers which could
not be served directly so long as the sales unit was the carload.

Further study of the buying performance of auction purchasers
showed that generally they bought regularly and frequently during 4
sample waeks in 1934 and 1935.

Analysis of the relative importance of receivers showed that one
cooperative association, acting as an auction receiver for its own
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members’ products and also for the commeodities of another coopera-
tive association, contributed between 45.3 and 64.5 percent of the
total dellar volume of 9 individual auction companies.

The trend of suction company ownership is toward trade ocontrol.
Complainta against operating practices were found for the most part
among the trade in some but not all of the smaller markets. No proof
of the validity of these objections was obtainable, The fact that the
opinions existed should be adequate reason for correcting the situation
by a wider distribution of ownership or other remedial steps.

Cooperative marketing essociations have not become owners of
stock in auction companies. There are importent reasons why coop-
eratives should not embark on such & program. Mansgement of
jointly controlled enterprises in terminal markets would involve
important and difficult problems of cooperative businesa administra-
tion. Problems in the field of extension and supervision of credit
would also be involved. The extent of support of a cooperatively
owned auction by private or nonstockholding shippers would be &
problem of first significance.

The attitudes of auction buyers toward the auction method of pur-
chesing wers significant. Only 12 percent of the jobbers interviewed
showed an unfavorable attitude. Sixty-one percent of the chain-store
buyers, however, exhibited an unfavorable attitude. Jobbing buyers
stressed such favorable viewpoints as “purchase prices known,” “size
and quelity inspections made readily,” while chain-store buyers gave
first importance to the fact that ‘‘required sizes were available.”
Principal objections of those jobbers who showed unfavorable attitudes
toward the auctions were “‘speculative profita possible through carlot
purchasing,” “adjustments for poor quality more readily obtained on
products bought at private sale” and “auction sales units too small.”
The most impertant objections of chain buyers were “carlot pur-
chesing better {no reason stated),” “auction supply not dependabls
for sales purposes and purchase price konown to competitors,” and
“savings effected in handling expenses or lower prices at private sale.”

One of the most pressing problems confronting cooperative sales
mansgements using the auction asa sales outlet is whether commodities
should be sold at private sale to large-scale purchasers in markets
where other buyers are required to obtain their supplies of the same
association’s commodities through auction channels. No definite and
completely matisfactory solution te this problem appears to exist.
Important sellers in some instances limit their sales activities to s
single method in esch market. Some sre supporters of the suction,
others are not. Some large-scale purchasers, including chain stores,
obtain their supplies through auction channels. QOthers have used
private-sale transactions as a means of acquiring eommodities also
sold at auction. Jmportant sellers and buyers sre not in agreement
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upon any singls method of purchase and sale. Significant points
which should be carefully weighed in connection with the adoption or
use of sales policies which are based on selling in carlots to large-
scale purchasers in markets where other buyers are required to obtain
their requirements through auction channels may be summarized
as follows:

1. Citrus and deciduous fruits comprise the principal portion of the
auction business. Almost 80 percent of the total carlot unloads of
citrus fruit in suction markets and 47 percent of the deciduous fruit
unloads are sold at auction in the cities where auctions are located.

2. If sales in carlots are to be mads to all large-scale purchasers in
suction markets, the probable effects of the withdrawal of the larger
buyers upon the auctions as indicators of price should be carefully
weighed.

3. Present pricing policies of large-scale buyers of some suction
commodities acquired at private sale in auction markets leave price to
be determined at the time of delivery on the basis of auction price
levels existing at the time. If the present value of the auction price of
a commodity were reduced by removal of important buying support
at auction, some substitute pricing arrangement would be necessary.
Furthermore, the necessity for more sccurate determination of sup-
plies to be offered at auction would be required in order to avoid
unduly wide fluctustions in price. This determination would be
made difficult because of uncertainties regarding quantities moving at
privete sale to large purchasers.

4. I increased quantities of & commodity now sold at auction are
to be diverted through private sale, sellers must be prepared to assume
increased credit risks,
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TERMINAL FRUIT AUCTIONS
As Marketing Agencies for Farmers’ Cooperatives

POLICIES of cooperative associations engaged in the marketing of
fruits and vegetables show great variation in the use of ferminal
market auctions as agencies of distribution. These differences in
attitude may extend even to associations handling the same com-
modity, as organizations engaged in marketing the same products
often have different viewpoints toward the auction method of selling.
Citrus-marketing associations afford an example. Some of the or-
ganizations in this commodity field sell substantial portions of their
total offerings at auction, while other associations operating in the
same producing aress and uvnder similar conditions move only limited
quantities in this manner. In one case, the terminal auction is re-
garded as a regular outlet to be used consistently as & method of
distribution; the other policy reflects irregular use of the auction, for
emergency purposes only.

These differences of opinion among cooperatives regarding use of
terminal auctions, combined with the fact that some of the auctions
draw the greater portions of their business from cooperative sources,
present an important question in the field of merchandising research.
These considerations were important factors leading to a decision to
undertake the project, following a request from the California Fruit
Growers Exchange. It was recognized that such a study would deal
with matters of concern not only to cooperative associations, but also
to other distribution agencies engaged in the marketing of fruits and
vegeaiables.

NOTE.—At tho tlme this study was made rewsarch and service work with agricaitural cooperative
sssoclations was carried on by the Cooperstive Division of the Farm Credit Administration.
Acknowiadgment {s msde of tha assisiance rendeved by Charles 'W, Hauek, G. N. Moatts, Whiton Powell,

and 0. G. Strauss in the calleotion of infermation from auction companies and ofher trade sottroes in tarminag
marketa,

George W, Harvey, formerly of the siaff of the Economios Bubdivision, Finance and Research Divislon
of the Fartn Cridit Administration, participated actively and aisc In an sdvisory capacity in connecticn
with pertain pheases oF the analysiy of factors detsrmining suction priece of Californis Velencia oranges at
New York and Chieage. The sssistanceof H. E. Goiden, formerly of the same staff, [2 also acknowledged.
Credit is due Rushin K. Oweas, Darothy T, Bheehy and Anpa L. Gessner for assistance in preparing the
statisticni data.
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2 FARM CREDIT ADMINISTRATION

Purpose and Method of Study

HERE are now available studies in which the functions and

services of terminal auctions for the sale of fruiis and vegetables
are fully described (5} (6).! There is also much other published
material in well-known marketing textbooks describing terminal
auctions and the problems connected with marketing fruits and vege-
tables through them. It is the purpose of this study to subject the
auction method of selling to a somewhat more detsiled snalysis than
has heretofore been attempted, but not to describe auction operations,
services, and functions in detail.

Sales mansgers of fruit and vegetable associations find it necessary
to study continuously their seles problems and to examine critically
their sales policies if they are to keep up with changing situations.
One problem of sales managers of cooperative associations handling
commodities sold at auction and at private sale is that of determining
the validity of the use of auction prices aa a basis in determining price
quotations for use in private-sale transactions. This problem con-
fronts managers of associations making extensive use of the auctions
as well as those which do not.

Associations selling exclusively at auction in important markets
must face problems brought about through the development of large-
scale purchasing organizations affiliated with important chain-store
systems. This development has resulted in the movement of sig-
nificant volumes of various fruits and vegetables, including those
sold at auction, to these buying groups through chennels other than
the auctior in auction markets. ,

Other problems arise in the field of membership relations of co-
operative associations because of the lack of detailed information
regarding the suction method of sale. Through such information,
members of cooperatives would be able to gain & more complete under-
standing of this method of marketing and its place in the entire
distribution structure.

This study was undertaken for the purpose of developing informa-
tion which would be of sssistance to members and managements of
coopersatives in appraising the auction as an agency for the marketing
of fruits and vegetables. It was necessary to limit the study to some
of the more important problems of concern to cooperstive associa~
tions, which could be dealt with from a statistical etandpoint. The
foﬂowiug objectives for this study were set up after consideration of
questions raised by cooperative groups;

1. To examine the relastionship existing between auction snd
private-sale prices for the same commodity.

! Nambers in parsntheses are references 1o the Hierature cited ¢n pags 50.
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2. To determine the extent to which sales through terminel
auctions meet the requirements of the trads in certain markets.

3. To analyze the operations of representative auction companies
with pa.rtlcuiar reference to the classes of purchasers buying at austion,
the relative importance of each class, the number of commodities
.purchased by individual buyers, frequency of purchase, auction com-
pany ownership, relative importance of receivers, and the attitude
of the buying trade toward the auction method of ssle.

4, To pive consideration to factors bearing on the question of
whether large-scale purchasers can be adequately served by present
auction sales methods.

This list of ohjectives does not include & nu.mber of important
problems, such as the following: (1) comparative costs of selling in
terminal markets at auction and at private sale, (2) effect of selling
the same commodities at both privats sale and at auction in the same
markets, {3) comparative returns for products of the same variety,
size, grade, and quality sold at the same time through the same
auction, (4) problems releting to display sheds, piers, and other
physical facilities used by auctions, and (5) practices and charges
which have been developed as & result of labor organization activities.
Desirsble as it would have been to include these and many other
questions which will occur readily fo one interested in the subject,
it was not practicable to include them in the present study.

This study, dealing with some of the operating phases of terminal
auction companies, was made possible through the active cooperation
of the sauetion companies. Shipping-peint auctions and suction
operations exclusively concermed with the selling of bananas have not
been included.

Field work in connection with this study fell into two primary
divisions. One of these was the obtaining of data from cooperative
sssociations whose records were believed to be complete enough to
furnish a basis for comparison of prices of commedities sold at suction
and at privete sale and for other price studies which were necessary
in view of the factors selected for study.

The larger portion of the field work, however, was performed at
the offices of the 12 terminal suction companies in the following 10

‘markets: Baltimore, Boston {two companies), Chicago, Cincinnati,
Cleveland, Detroit, New York (two companies), Philadelphia, Pitts-
burgh, and St. Louis. In addition, data relative to volumes of busi-
ness were obtained through cooperative contacts from auection com-
panies operating in Minneapolis and St. Psul, Minn., and New
Orleans, La.

In the offices of auction companies visited by representatives of
the Cooperative Division, s large volume of material was taken from
records relating to individual customers’ auetion purchases of verious
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commodities. Size, price, and quantity data were obtained for some
of the commodities. Other data related to auction company stock-
holders, volumes of business transacted by various receivers through
the auctions, and other related data. Insofar as practicable, com-
parable data were obtained from all auction companies. In New
York, however, because of the large number of customers and the
volume of business transacted, it was necessary to obtain some of the
data from the two suction companies operating in this market on
bases somewhat different from those used in other markets,

Auction Functions and Services

ERTAIN fruits and vegetables have been sold at auction in
the United States for more than a century. Smyrna raisins,
curranis, sweet potatoes, Malags grapes, oranges, and lemons were
sold at suction as early as 1827, according to & New York coinmercial
journal. Regular auction sales for fruit were established a few yeams
following the continued importation of Itslian lemons (§). The
functions and services of present-day auctions in the terminal marketa
bhave been well and adequately described in prior publications (8).
It will be sufficient for the purposes of this publication to present a
rather brief stutement outlining representative functions and services
usually rendered by terminal auction companies.

Location of Terminal Auction Companies

Sales of fruits and vegetables at auction are made in important
market centers. At the time of this study there wers 15 auction
companies distributed among 13 markets as follows: Baltimore,
Boston (2 companies}, Chicago, Cleveland, Cincinnati, Detroit,
Minneapolis, New Orleans, * New York (2 compsanies), Philadelphia,
Pittsburgh, St. Louis, and St. Paul? Citrus fruit waa marketed
regularly through 13 of the auction companies. Deciduous fruit
was handled by all 15 companies.

Commodities Sold at Auction

Auction companies of the type included in this study are commonly
called “fruit auctions,” as fruit represents the greater portion of the
commodities sold through them. Adequate supplies, regularity of
shipments, and high standards for grading and packing of fruit are
factors contributing to the extensive use of terminal suctions by those
fruit shippers in position to meet these requirements.

? Anction selling st New Orieans was disconitinoed in Decamnber 1938,

% ip addition, the Californis Fruft Growers Exchangs was opanating its ows suction for the mle of
citras fruit at Los Angeies,
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The number of commodities sold at some auctions is surprisingly
large. An analysis made for the year 1930 showed that 56 different
fruits and vegetables were sold on the New York auction market
during that year {6). Some of these commodities, such as artichokes,
olives, and parsley, were sold in limited quantities amounting to but
1 or 2 cars. In 1935 the following percentage distribution, based on
the number of earloads sold, was shown for two auction companies:

Pereevitage of total
carfal aiez for 2

. auclion companiez 1
OrBIges - o e 337
BananBs . hmeemmmmmmmeae s ccm—mmmeo 16. 7
Grapefruit (California, Florida, Isle of Pines, Puerto Rico,
and Texas) _ _ e 7.5
California lemons. . - o euaeaaae . 7.0
Julee grapes. - e 7.0
Table grapes_ - - oo emeemmcmcmomaea 6.4
Apples_ e 5.5
Pl et caiemeaic o cidemane= 50
Plumsand prunes. ... .. 23
Miscellaneous vegetables. .. . ___________________._._____ 1.8
Tangerines and satsumas. - ... _________.__.._ 1.7
Pineapples__ . _________ ... e m e mm——— 18
Melona L mceiaeaaaoo- 1.6
181,73 ¢ - U PSS .8
Mixed deciduous fruits. . ... _______ .4
AP . . e e ————— .3
Peaches_ e e .8
Nectarines. . e 2
i e e e 1
Miscellaneous. _ o eceammmmc e )
Total. oo cecmmmme e ——ee 100. &

1 Ons 23mpany was lecatsd in New York nod the other tn Philadelphis. Tha oombined tonnage of the
two comypminies {or the year 1935 was over 57,000 cars.
4 Loss than 05 porcent.

Buyers of all types, desirous of obtaining commodities of widely
differing quality, are patrons of the auctions. Commodities of the
highest quality and grade are available, as many shippers recognize
that high-guslity products well graded and packed can be sold ad-
vantageously at auction. Successful selling of & commodity at auc-
tion requires uniform grading and packing in standardized containers,

regularity of offerings during the season, and adequate quentities.

Receiving and Sampling

Products to be sold at auction are shipped to the market representa-
tive of the shipper. This representative may be a salaried employes
of the shipping organization, or an agent ratained by the shipper on
& commission basis or on a definite fee per carload or other physical
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unit. 'The representative makes arrangements for sale by the auction
company and acts for the shipper at the sale.

Goods for sale at auction usually arrive by rail at a warchoure owned
by the railroad company. In New York, carloads of commoditics to be
sold at auction on Manhattan Island are ferried from the New Jersoy
rail terminals to the piers where sale takes place. For commodities
arriving by boat, samples are taken and placed for inspection on the
piers where unloading of rail reccipts takes place.

In some suction markets employees of the auction companies
unload the commodities to be sold. Packages are sorted and ar-
ranged in orderly rows and tiers known as “lines,” according to
variety, brand or grade and size (fig. 1). Samples are sclected and
opened for inspection by buyers. Not all auction companies assume
responsibility for handling the goods prior to sale. Important ex-
ceptions are found in New York where employees of the carriers
unload, sort, and select samples under the general supervision of the
receivers.

Sale at auction does not imply a warranty that all of a single line
is the same as the open sample. Sale is on an “‘as is’ basis. Buyers
usually may open other packages, but must restore them to their
original condition after inspection. There are infrequent complnints
of receivers “dressing samples,” through removal of decayed or other-
wise unattractive fruit. Itis the aim of auction companies to prevent
this practice, to which there are at least two important deterrents;
that is, auction company supervision and the fact that buyers offer
lower prices for fruit handled by receivers known to engage in this
practice.

Flc.gu 1.—DisprLaY oF FruiT To BE SoLD AT AucTioN.

Packages arc arranged in an orderly manner so that the individual “Jines” may be readily
inspected by buyers and removed after salc has takes place,
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. Catalogs,
Printed catalogs are prepared for each sale and are available to
buyers when theéy come to examine the offerings (fig. 2). These

Figure 2.—Buvers InseecTiNGg Fruir To BE SoLp AT AucTioN.

Buyers look over the various offerings before they go to the auction rooms.

catalogs list the receiver’s name, variety of fruit, brands, individual
lines, and number of packages, es illustrated in figure 3. Each buyer
makes notations in his catalogs regarding the lines in which he is
interested on the basis of his inspection. The auctioneer uses the
catalog as a program for selling. Following the sale, it is common
practice for the auction company to prepare a second type of printed
catalog showing prices realized. Copies of these are available to
shippers (fig. 3).
Selling

Selling of commodities is at open sale where each line goes to the
" highest bidder. Selling is subject to definite regulations and practices
as to minimum quantities (usually 20 to 50 packages, depending on
the commodity, size of package, and other considerations), system-
atic rotation of the order in which offerings of the various receivers
are sold, restrictions as to the division of a buyer’s purchases with
other buyers, and numerous other details designed to maintain com-
petition between buyers and general fairness in the conduct of the
auction. Selling proceeds at & rapid rate, necessary if large volumes
of products are to be moved fast enough to conserve buyers’ time and
maintain their interest (fig. 4).
The usual selling charges range between 1} and 2 percent of the
sales value. There are usually additional charges by carriers or
auction companies, for unloading and other physical handling charges
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incurred during the movement of commodities through the auction
shed. These charges show material variation among the several
auction companies and according to commodity and size of container.
The usual range is from less than 1 cent to 5 cents per package. Some-
times, charges of this nature are assessed against buyers, and again
they are paid by the seller.

After deduction of auction charges and transportation expenses,
which are paid directly o the carrier, the auction company mukes
returns to the seller customarily within 24 to 48 hours alter sale.
Full payment for broken boxes which cannot be restored to prime

14 _ 14
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Ficure 3.—8aLEs anp Price-Rearizep Cartarocs.
Catalog at left is used during inspection and sale. Pricerealized catalog at right, made
available to the selier, shows prices obtained.
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Ficure 4.—SeLLiNG FruiT at A TERMINAL AUCTION.

An auction room is a busy place during the progress of a sale.

condition is usually made immediately to the shipper; the auction
company then collects from the carriers the difference between actual
salvage sale value and the price which would have been obtained
for the packages in an unbroken condition. This service naturally
applies only to those broken packages for which the carriers are ready
to assume immediate responsibility.

Credit and Adjustments

Extension of credit is one of the primary services rendered by
auction companies. Accounts are closely supervised in order to hold
credit losses to reasonable minimums. Credit extension periods range
usually from 7 to 15 days. Definite credit lines are established.
Some buyers are required to keep cash deposits with the companies
in varying amounts to maintain their lines of credit. Responsibility
for the extension of credit rests solely with the auction companies.
Price adjustments to buyers purchasing at auction are rerely made,
and then only upon authorization by the receiver or shipper repre-
sentative.

149228°—38——2



Volume of Business Handled
Through Terminal Auctions

HE VOLUME of fruita and vegetables sold at auction is largs.

The dollar value in 1937 totaled $162,272,381 for auction sales
of all such commodities, including bananas, bandled by terminal
auction companies in 12 markets. This value is somewhat less than
the total of $221,058,252 reported by the auction companies in 13
markets for the year 1930 (table 1). Carlot volumes, exelusive of
bananas, were 130,300 in 1930 and 102,128 in 1937 (tuble 2).

Relative Importance of Individual Terminal Auctions

Bananas were sold by auction companies in Baltimore, New York,
end Philadelphia. If these sales are deducted from the sales value
figures for 1937, in order to obtain a more uniform basis of comparison
for all auctions, a total of $151,727,822 remains.* Tha relative im-
portance of auction sales in the seversal auction markets based on the
$151,727,822 value, exclusive of bananas, was as follows: New York,
46.4 percent of the total; Chicago, 11.8 percent; Philadelphia, 11.0
percent; Boston, 9.8 percent; Detroit, 4.3 percent; Cleveland, 4.2 per-
cent; Pittsburgh, 3.4 percent; Cincinnati, 8.3 percent; St. Louis, 3.1
percent; Baltimorse, 2.1 percent; Minneapolis and St. Paul (combined),
0.8 percent. The first four markets accounted for 78.8 percent of
the total sales made at auction.

In table 2 are shown carlot asuction sales of specified commodity
groups in asuction markets for the years 1930 and 1934-37. Over s
period of several years, comparison of relative volumes according to
the number of carlots usually presents some difficulties because of
variations in production and in the quantities loaded per car from
time to time. Changes in freight rates and in minimum weights per
car are important factors in bringing about these variations. How-
ever, when concurrent comparisons are made between the number of
cars sold at auction and the carlot unloads in a particular market, the
difficulty referred to is largely eliminated. Such a comparison is
shown in table 3.

In examining this comparison, it should be kept in mind that
receipts by truck wers not included in the carlot-unload figures, which
consisted of shipments arriving by rail and boet. Justification for
not including truck receipts was in the fact that commodities moving

¢ Banana sales by tarminal-auction companies for ihe year 1987 In these markets wore a2 foflows: Baitl
more, $1A73,614; New York, $,372,508, and Philsdaiphis, §2,196,167.
10 '



TapLe 1.—Gross Sares Varve or Domestic anp Foreion Frurrs anp VeGerantes Sorp Turoven TrrMINAL AUCTIONS
iy THE Unitep States, 1923, 1930, anp 1934-371

Groas sales value

Market
1923 1930 1934 1935 1936 1937
Dollars Daollars Dollare Dollars Dollars Dollars

Baltimore_ _ ... iaceeiaa 4, 374, 387 5, 202, 248 4, 196, 382 3, 879, 881 4, B84, 683 4, 607, 758
Boston_ - 16,629, 208 | 18, 338,162 | 13,250,203 | 14,003, 403 | 14, 245, 147 | 14, B50, 476
ODICAZO . e v i s v enmma mm v mm 14,045,431 | 26,703,314 | 15,771,617 | 15, 193, 661 16,620,288 [ 17, 655, 659
Cinefbnati . s 8, 753, 442 5, 037,726 4, 214, 509 3, 653, 398 4,487, 316 4, 954, 491
Clevelbdd oo e e wmmmmm e e 8, 357, 940 7, 671,000 4, 941, 993 4, 371, 049 5,729, 390 6, 437,719
) T3 PN ® 4 072, 187 8, 007,426 5, 125, 021 5, 806, 562 5, 955, 118 6, 596, 528
Minneapolis and 86, PAW...wwwemwoecacoenan 1, 326, 182 1, 746, 544 835, 548 815, 107 1, 108, 418 1, 147, 850
Newark. oo ciisesmccaaancamaaaann F AR N S (RO (AR SRR [RRPIPTRIPOTN DRI
New Orleans? .. oeccmcnaan * 3 723, 300 3, 251, 545 1, 603, 746 1, 391, 701 700,000 {...eeeama-
New York. ..o e e v s e 72, 180, 617 | 104, 543,303 | 69,713,836 | 65 940,012 | 70,881,784 { 77,6193, 350
Philadelphin. . ..ovon i ice i 17,328, 371 | 24,401, 273 | 15,832,217 | 15, 806, 543 | 17,235,772 | 18, 8206, 403
B L7 TE 4 ORI 8, 115, 403 9, 958, 004 4,902, 418 4, 915, 004 4, 959, 572 5, 162, 224
Bl LB v s ww s wmmmw 4, 989, 211 5, 927, 622 4, 846, 344 4, 429, 270 5, 046, 630 4, 746, 803

Total. . i v 158, 070, 154 | 221, 058, 262 | 145, 239, 974 | 139, 885, 681 | 151, 534, 117 | 162, 272, 361

1 Valges Include sales amounts for all commoditles, including banauas, sold durlng the calondar yesr, Lata for 1023 and 1030 trom U, &, Dept. of Agel. Dept, Ciro, 250, p. 7.
Data for 1934-37 obtained trom asctlon companiea by Cooperative Division.

? Eatimated.

# Discontinued operation Decamber 1036, Figure for 1038 Jy eatimated.

SNOIIONV EINHA TVNINUHEL
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TasLE 2.—~AvucTioN SaLes or Spectriep Commonities AT 13 Terminat Markers, 1930 anp 1934-37

{In carloads]
. R Cine Minne-| New - Phila- .

. Balti-] Boz- | Chica~ h Cleve- | De- New Pitts- | St. 8¢,
Commodity snd year more | ton go? n(:.::]i-* land | troit ?go; lex?rl;;‘ York gg:; burgh | Louis | Paul+| Total
Citrus:

1980 ..., 1,376] 5 008 7, 464| 1,862 2 440] 2, 396| .__.__ 684] 22, 057 5,800 3,231) 2,135 . 54, 643
1934 .. ... 1,447| 5808 6,862 2,228/ 2,685 2.685... ... | 583l 25 869 7 878 2 788 2, 657).. | 61,490
1935, ... 1,484 6,021| 7,464/ 2 121] 2820|3412 ... .. 581) 27,449 8, 310 3,166 2,787] 66, 515
1936 ... ... 1,546] 6,446 7,227| 2,344 3,131 3, 339|.__.__. 326] 26, 466 8, 182 2 680| 2,769 . .. | 64476
1987 ... ... 1,331 5,819 6,963 2 478 3,285 3,831 .| .. ... 26,805 8, 328/ 2 332 2,514 . .| 63.206
Deciduons: 7
1930 ..., 025 6,127 7,349 7v6| 1,841 1,882  709| 389 31,034) 6,234 2,033 1,307 su7] 6L 203
1984 . ..., 548 3,473 4,330] o946  751] 813 267 145! 18,401 3,362 637 015 357 35,037
1935 ... 306/ 3,585 3,708 824] 530; 544 366 ool 15, 786| 2,893 08| 716, 220 30,193
1986, ... ..., 479| 3,200 4,196 003 8311 574 524 20 15 208 2 708 608 823 329 30,472
1937 oo 494| 3,458 3,857 821 765 538 B3 ... 15,537, 3,008 536] 670, 353 30.571
Melons, vegetables,
and miscellaneous:
1930 ... ... 371 *123 20 787 ol 8. .. 1,004 6 657 1,740  228( 87 10, 740
1934, ... 55 232 2 63 17 1, 835 5,004 90  27...... | &3
1935, .. ..... 730 1811 8t0]  as 6 17 ... 325 4, 830 5% 520 ... 6, 650
1936 ... ...... 30, 383 1 51 4. AU SO 4,739 33 65 19 ... 5,333
1937 ... . 35  346....... 58 .1 | I AU O .. 4, 597 57 213 10 5 37
Pinvapples: '
1930, ... ..., 71 57 501 ™ 199 204 ... 11, L,99 307, 226 139 3 624
1984 .. 21 154 % 100 ™ 5 900’ 49  100{ 62 ). 644
1985 ... b 17 sy 79 61; . 12 1,184 30l 84 52 ... 1,732
1936 _ N 22 2l o1 a3l e | L. 1, 639’ 50 1w oss 2. 514
1937 ... . ... ; sol 200 16y 193 178 . A1, 07 3;1 136]  pesl . 3014

el

NOLLYHISINIRAY LIJIYD KYvd



Total all commoditics:
1930 _ ... ___._ 2, 400| 11, 405| 15, 343] 8, 425 4, 610} 4, 500 7080| 2,088 61,657 14, 181| 5, 718( 3, 688 597| 130, 300
 £47.F S 2,050, 9, 534 11, 348| 3, 333| 3, 653| 8, 597 207 1, 568| b0, 458( 11, 388] 3, 552 3, 634 3567 104, 634
1986 oo - 1, 953| 10, 704| 12, 162| 3, 067 3, 444| 4, 034 366; 1, 217| 40, 249} 11, 300 38, 810| 8, 555 220! 105, 000
1936 ... 2,055 10, 051| 11, 644| 3, 428| 4, 106| 4, 027 524 828| 48, 162{ 10, 978| 8, 471| 8, 701| 322) 102, Y07
1087 e 1, 860 0, 663] 11, 1104 3, 525 4, 264} 4, 043 LR Y] TR 48, 736| 11, 481 3, 237] 8, 318  353{ 102, 128

1 All commodition included except bananns, Duata for 1930 obtained from table 3, Park, 1. W., Amerlean Frult and Vegetable Auctlons, U. B. Duopt. Agr. Clro. 280, 47 pp., [llus.,
1932; 1834~37 figures obtained from: the suction companies by the Coopetative Diviaion.

433 cars of salvage merchandise for 1034, 91 cars for 1035, 72 cars for 1035, and 61 cars for J337 prorsted to cltrus feoit, dectduous frults and melons, vogotables and wmbscellancona
olamifiontlons,

¥ Misoallaneous less than tar-lot consignments for 1934-287 not included.

¢ Auction seles at Minneapolis and 8t Paul were raported as nll declduons,

& Pigures for 1036 based on satnal dats and cstimates,  Auctlon discontinued Decomber 1046,

$ Car-lot figures for 1934-37, for one New York company, were converted from package data.

¥ Bemall fruita gnd boreles included,

¥ All watermslons.

Some pineapples may be Included with the 787 cars shown under melons, vegetables, and misosllaneous,

SENOIXDAV ILINYF "IVNINEAL
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14 FARM CREDIT ADMINISTRATION

from production areas by this method of transportation to terminal
markets were not sold through terminal auctions. ' Terminal auction
commodities have been limited without known exception to arrivals
by boat and rail. Not all commodities shipped by these two methods
of transportation are sold at auction, however, as numerous other

TasrLe 3.—Auctios Sares oF Citrus anp Decibvous Frurr ix Pza-
cextace of ToraL Cagror Usvoaps, 1930 axp 1934-371¢

Auction szles in percentage of total carlot unloads of
eitrus and deciducus fruit

Market Citrus fruit Deciducus fruit 1 E‘;:jd:::f;’::f

= wleir|lelsxiwlals

S|2|18|2|B|8|2|8|B|8|2
Baltimore.. . _._..... 570 58; 55; 52! 47| 39] 44 32| 45 40 48]
Boston. .- _ ... 871 77| 81] 74 64| 69] 57, 52 B3| 54 79
Chicago?_ _____.____ 86! 72| 71} 72! 60| 41] 42 34] 43] 40] 56,
Cinecipnatié _________ 97, 78 80] 768 80| 22| 28 32| 33| 36 49
Cleveland __________._ 92| 85| 84} R71 87| 43 3:! 24{ 35} 30 82
Detroit. ___ . ... _._. 72] 68; 71 71} 85| 31; 20, 13 15} 13 46
Minoeapolis¥________ mdem -] 31 12} 18] 23] 21] 23
New Orleans®. ______ 73 42] 44} 26 __ | 421 19 11{™]___]1 B8
New York... _.._._. 87, 0] 92| 93] 81| 70| TG} 64] 71} 72} 76
Phitadelphia__...____| 84} 89| 94 91 92! 82| 54| 52| 54 60} T1
Pittsburgh_ . _.___._. 195 78 ?bl 61} 82| 25] 15} 12| 13| 11] 47|
8t. Lovis . _________ 94t 01 80 02 BT 40| 87 39| 32| 40 82
8t.Pault __________ el oo} 48] 24] 23] 31| 34 30
Total® ______. 84’ BO| 8i 79‘ 77| 54 49! 44' 48 éﬂi 85

1 Agction data lor 193437 obtainad from saction compeny records; 100 data for number of oare soid st
suction and 1830 percenitages shown in this table taken froin tables 3 and 4, Park, J. W., American Fruit
and Vegetsble Auctions, U. 8. Dept. Agr. Che. 280,  Carlot unioads from pubitshed records of Buresu
of Agricoltaral Economics, U. B. Department of Agriculinre. Arrivals by truck oot inckaded.

# Siadl fruit and berries ingluded.

333 cars of mivage merehandisg for 1934, 91 cars for 1055, 72 curs for 1934, and 61 oury for $937 provated to
citrus and deciduoas frait, asd to other commodity groups ot shown in this table,

4 Misceliapecm less-than-cariot consignments for 1934-37 not Incloded.

3 aurtion saies st Minoespolis and Bt Pagl werereporisd as ai decidoons.

4 Pigures lor 1038 based on actual data and estimat Auction discontinued Deormder 19,

T Cariots of citvus raits soid st snction st Pittsbhurgh were alightly in exoess of the rrported uniaeds; ¥
percent was used for 1530 &2 aa arbitrary figure because Some cars of citrus frait were sold throush privats
sales channels on this market,

& Citran frait was not 5okl sl suction st Minnespolis and Bt Psul. If sitrus onloads si thess marksts
ars not induded, the perceniages of citrus tnlosds seld at soetiop sre increased from $4, 8C, 81, 79, snd 77
1o 56, 82, 83, 81, and 9.

? Less than 0.5 percent.
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factors are of importance in determining whether a specific commodity
may be sold through terminal auction channels.

In arriving at the percentages listed in table 3, the gemeral pro-
cedure followed by the Department of Agriculture in determining
1930 ratios (6, table 4) was used for the 1934-37 figures. This step
was taken in order that comparable figures could be obtained for all
years. Percentages not included in the tabulation disclosed that the
proportions of total carlot unloads of all commeodities and commodity
groups sold at auction, exclusive of bananas, wers maintained at
around 26 percent for the years 1930, 1934, and 1935, Commodity
groups were as follows: Citrus and deciduous fruits, pineapples,
melons, vegetables, and miscellaneous products—exclusive of bananas.
Between 1930 and 1935 the percentage of these groups sold at auction
increased slightly from 258 to 26.6 percent. In 1930 a iotal of
504,048 cars of the commodity classes included in determining thess
percentages was unloaded in the 13 suction markets. This total
declined to 409,107 in 1934 and to 394,605 in 1935, a total drop of
21.9 percent, based on 1930 unloads. Similar figures for auction sales
exclusive of bananas showed a drop of 19.3 percent

Citrus and deciduous fruits amounted over the 1934-37 period to
about 92 percent of the total carlot sales at auction, exclusive of
bananes. When examination was made of changes in the individual
classifications, it was observed that the ratio of citrus sales at auction
to carlot unloads showed a decline from 84 to 77 percent, while decidu-
ous fruit dropped from 54 percent in 1930 to a low of 44 percent in
1935 and then increased to 48 percent im 1937. Declines in carlot
unloads of apples and grapes, and particularly juice grapes, con-
tributed significantly to the reduction in the percentage sold at
auction

The percentages in table 3 definitely show that the combined pro-
portions of total boat and rail unloads of citrus and deciduous fruit
sold at auction have been maintained at 65 percent during the years
1930 end 193437, with the exception of 1935 when the percentage

dropped slightly to 64.
Relative Importance of Commodity Groups Sold at Auction

There has been some change in the relative importance of the sev-
 eral commodity classifications sold at auction, when comparisons are
made for the years 1930 and 1934-37. Table 4 shows that citrus
fruits increased relatively from 41.9 percent of the fotal suction sales
. in 1930 to 61.9 percent in 1937, Deciduous fruits decreased from 47.1
percent to 29.9 percent, when a similar comparison is made.
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The percentage chenges in table 4 show that between 1930 and 1937
citrus fruit became increasingly important in relstion to total auction
business. From the standpoint of the actual volume of citrus sold at
suction, it can be shown that the differences in the total number of
carloads between 1930 and 1937 can be mccounted for almost com-
pletely by the short supply of citrus fruit in 1930. This conclusion is
in accord with results set forth in table 3, where auction sales of citrus
fruit expressed as percentages of citrus unloads in 11 markets were
shown to be 84, 80, and 81 for the years 1930, 1934, and 1935, which
is & fairly constant position.

Deciduous fruits, unlike citrus, have shown substantial decreases
in rail and boat carlot unloads in auction markets between the years
1930 and 1937. The severe decline in the carlot volume of deciduous
fruit rail and boat unloads in the auction markets waa the principal
reason for the substantial changes in the relative importances of the
quantities of citrus and deciduous fruits sold at esuction as shown in
table 4.

TasLE 4.—PeRrceENTAGE DisTriBuTiON oF CarroT Auction Sares ay
CommoniTy Grours, 1930 axp 1934-37!

Commodity group 1930 | 1934 1935 1936 1937

Citrus fruite. . o _._. 41.9] B8] 833} 627 | 619
Deciduous fruite_ ____________....___ 47.1;F 336 287} 20.7| 29.9
Melons, vegetables, and miscellaneous__ 82 6 63 52 582
Pineapples . i ae oo 28 1.8 L7 2 4 a0
Total__ o ___ 100,01 100.0 ! 100.0 | 1060.0 | 100.0

i Data opver ali suction compenies pelling eitrus friit,  Markets Includsd as foliows: Baltimors, Boston,
Chicago, Cincinoati, Cleveland, Detroit, New Orleans, New York, Philadeiphia, Pittsburyh, and M.
Louis. Auction seies of batnoss not inciuded. New Orieans suction disconiimned cperstion in Deossnber
igae.

Based on data in table 5, figure 5 presenta a percentage composition
of monthly suction sales during 1935 for seven auction companies
located in Baltimore, Boston, Cincinnati, Cleveland, New York,
Philadelphia, and Pittsburgh The significance of California citrus
fruit as a sustaining factor in auetion volume is apparent, as well as the
sessonsl variability of other commedity groups.

The variation in the monthly fotal number of carloads of all com-
modities, exclusive of bananas, sold in important auction centers is set
forth in figure 6, which is based on table 6.



TaeLe 5.—Distrisurion oF MonTHLY Auction SaLEs oF At CommopirTies Excerr Bananas ror 7 Averios CoMpanies,

19351
Commodity group J::;;“ F';?;“" March| April | May | June | July |August tesxﬁll))-er Olf::,’" Nobv;m- D bar™| Total
Number of carioads

Californi ¢itrus. ... ... 1,601 | 1,697 | 1,712 [ 2,216 | 2,643 | 2,787 | 3,328 | 2,974 | 2,515 | 2,442 | 1,776 | 1,415 | 27, 194
ther eitrug # oo o 2,606 | 2,127 2,083 | 2,243 | 1,971 | 1,238 362 56 217 648 | 1,561 | 2,309 ; 17, 501
Apple. .. e 634 596 583 521 340 202 55 142 108 317 269 385 | 4,152
Other deciduous?®_ _______ 371 186 249 255 278 651 | 1,305 | 2,386 | 2,843 | 5,100 | 2,923 820 | 17, 367
Melons and vegetables.....| 102 i} 96 1 235 648 506 06 15 4 3 90 | 2,050
Pineapples. .o cerem. 30 41 124 200 367 281 75 25 31 11 10 19| 1,214
Miscellaneous %, 2 IR, 1 b 16 10 T4 803 10 21 24 38| 1,677

Totale e 5,426 | 4,733 ) 4,848 | 5,611 | 5,850 | 5 817 | 6,376 | 6,482 | 5,737 | 8,543 | 6, 566 | 5, 166 | 71, 155

Percentsge distribution

Californis citrus__________ 3.2 359 353 89.5| 452 47.9| 521 ] 459 43.8| 286 270 27.4 38 2
Other oitrud. .- e 47.8 1 440| 43.0| 4001 337 2.3 5.7 . 8 3.8 7.6 ) 23.8% 46.4 24. 6
Apples_ o 1L7| 126 120 9.3 5.8 3.5 .9 2.2 19 3.7 41 7.5 58
Other deciduous.......... 6.8 39 51 45 47! 11.2]| 20.5| 36.8| 49.6 ] b5O.7| 445] 159 4 4
Melons and vegetablea._..| 1.0 L8 2.0 3.0 40 111 7.9 1.5 o2 .1 ® L7 29
Pineapples ... _____ .6 .9 2.6 3.6 63 4.8 1.2 . 4 .5 .1 ] .4 L7
Miscellaneoif. . vw v vw o [T N ® .1 .3 20 1L 12, 4 .2 .2 4 .7 24

Total. memmeeee 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100. 0 | 100.0 | 100.0 | 100.0 | 100.0 | 100. 0 { 100. 0 100. 0

1 Auction companies incloded as follows: Baltimore, Boston (1 compuny caly), Cinclonatk, Cleveland, New York (1 company only), Philadelphia, and Pittsburgh,

! Includes 340 cars of Puerto Rican and Isla of Pige citrys.
3 Includes 72 ears of Almeira grapes,

& Conslsts of | ¢ar of coconuts and 1,676 cars of commodities unclassified by euctlon roarketa.
4 Loms than 0,05 peroent,

SNOIIDAV JIN¥d TVRINTIL
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Ficure 5.—PercenNTace DisTrRiBuTion or MonTHLY AucTion Sarzs
oF aiL CoumonpiTies ExceEprr Banawas ror Seven Avcrion Com-
paniEs, 1935,

Citrus fruit comprised a subatantisl portion of the monthly auction business but ite relative
importance decreased materially dpo uring the July-November period when deciduous fruit
was being marketed in quantity,
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Ficure 6.—~Torar Carroaps oF aLL ComuopiTies Excerr Banawas
SoLp MonTtHLY BY SEVvEs Auction Companmizs, 1934 anp 1935,

Carlot sales at auction are smailest in Februasy and largest in October.
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Tasrte 6.—Totar Mowtury Sares oF ALl Comuoprriss Exceer
Bawanas, ror 7 Averion Companies, 1934 axp 19351

1934 1935

Month Smles  |Percentage| Sales Percentage

during of fotal during * | of total

month for year month for year

Cars Pereent Cars Percent
Janusry . i iieaeaee_ 4, 91¢ 7.2 5,498 78
Febroary_ .. _________________ 3, 819 58 4 733 6.8
Mareh. o oem o ____ 4, 588 6.7 £, 848 68
April.. .. 4, 585 67 5, 611 7.9
May_ . B, 747 84 5, 850 82
June_____ .. __ g, 078 89 5, 817 B2
July . 6, 803 9.9 8, 376 8.0
AUgUSY . oo cciccaaaaa 5§, 986 87 8, 482 9.1
September_______.____________ &, 176 75 5, 737 81
October_ . _________________ 8, 270 121 B, 543 12. &
November. ._____________.____._ 7,122 10. 4 &, 566 92
December_ _ - ___________._.__ 5, 38g 7.8 5 188 1.3
Total__ ________________ 88, 433 100. 8 71, 158 100. 0

t Auction companies included a8 follows: Baltimere, Boston {i compazny), Clnsinpatl, Cleveland, New
York (I company), Philadelphia, and Pittsburgh.

Commodities Sold at Auction for Cooperatives

The extent of the interest of cooperative associations in the auction
method of sale is in & high degree measured by the use which they make
of the auction in selling their members’ products. It appears that at
lenst 45 percent of the total number of carloads of ell commodities,
other than bananas, sold by auction companies in 13 markets in 1934
was for the account of cooperative organizations. Business done for
cooperatives by the auction companies shows a wide range for the
different markets, varying from 17.9 psrcent in St. Paul to 77.4
percent in Baltimore, as shown in table 7 and figure 7,

When the volume of auction sales for cooperative associations is
examined from the standpoint of some of the individual commodities,
substantial variations are found not only between markets, bué also
between commedities. Data presented in table 8 show that not less
than 62 percent of all auction sales of citrus fruit was mads for cooper-
ative associgtions, On the New York auction market 58 percent of
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TapLe 7.—Torar CarnioT SarLes AND ArrroxiMaTE QuaxTiTiES Sord
ror CoOPERATIVE AssociaTions THrRouGH AUCTIONS IN SpecirFizp

Marxers, 1934

v Touni | tive o
. ar- | Number of| tive busi- | tive busi-

;E:t;j m m ::iii et:rioafi DESS A8 & | heas o &
Market at suction | at auction | sold for P"J{"‘:’)tﬁw p:; ?:?::f'

except including | coopera- | ool 1 Lusiness

bananas | bananas ! tives ? -

exclusive | including

of bananas! babanss

Cars Cars Cars Perceni Pereeni
Baltimore_ ... ._____ 2,050 4, 226 1, 687 77. 4 a7. 8
Boston________.__.. g, 534 9, 534 4,736 49.7 44 7
Chieago. ... _____._. 11, 348 i1, 348 &, 762 50.8 508
Cincinnadi. .. ... - _. 3,333 3,333 1, 557 48 7 48 7
Cleveland_ .. ___.___ 3.563 3, 553 2,053 57.8 &7.8
Detroit . ... __. 3, 507 3, 687 2, 251 62 8 42 6
Minnespolis___.__._ 267 267 85 208 206
NewOrleans....._._ i, 568 i1, 568 454 29.0 29.0
New York_______._. 5, 453 62, 451 19, 069 37.8 30.5
Philadelphia________ 11, 388 13,977 b, 408 48 3 39. 3
Pittsburgh___.___.__ 3, 552 3, 652 1, 843 bi. 9 51.9
St.Youis__________. 3, 634 3,634 2,110 b8 1 581
Bt. Paul ... ... 357 357 &4 17. ¢ 17. 9
Total..__.___ 104, 634 121, 387 47, 039 45. 0 887

' Banans seles of saction eomnpanies inciuded in this survey weres ag foliows: Baltimors 2,178 ouwrs, New
York {2 companies) 11,998 cars, and Philadsiphis 2,580 cars, based on & boading of £75 bunches per oar.

£ Clurus and decidzous frult (other than appies: Ogurss besed om sctusi sales for Jasyer coopersiivs so-
counts st auciions for calendar year 1034 {Se¢ footnotes 1 and Z, table 8). Apple mies for cooperstive
scopunt derived from an anslysis of auction apple sales as sxplained [n footnoted ic lable §.  Carioads shown
a8 acid for cooperatives represent & minimom totsl based on the proosdure outlined In this footoote. {'oin-
pists tabulstion of all sies for cooperative account would incresse ihe proportion somewhat, but ool
materially.

the sales of this commodity was made for cooperatives, while Balti-
more was highest with a percentage of 85.

About 22 percent of ruction sales of Western boxed spples through
eight auctions was sold for cooperative account during the 1934-35
marketing season. Samples for the period June 1934 to May 1935
were taken from the records of one auction company in each of the
following markets: Boston, Chicago, Cincinnati, Cleveland, Detroit,
and St. Louis, and from two companies in New York City. The
periods in each of the markets were not always the same. Sales
during several months distributed through the marketing season were
taken in the larger markets and for the entire sesson in the smaller
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Ficore 7—Saites orF aci CoummopiTies For COOPERATIVE Associa-
TioNS IN PercENTAGE oF TotaL Aucrion Busikess, IscLuemc
Baranas, 1934,

Cooperative sssociations furnished subsiantial portions of the total cariot business of the
aucton companies. Percentapes shown are minimums. [f complete ideatification of
sales for the account of cooperative assodiations had been possible, the percentages would
probably be slightly, but not materially, larger in some instanees.

markets, so that the estimates are based on a sufficiently broad basis
to give 8 reasonably satisfactory result. The procedure involved
taking from sales records brand and quantity data and then identifying
the brands as to whether they were those of cooperative associations
or private packers. Then, by various methods, including checking
with receivers, it was determined whether sale was made for the ac-
count of packers and shippers or for intermediate purchasers.

This analysis, some of the results of which are presented in table 9,
was based on & total of 2,688,459 boxes, or the equivalent of 3,556
carioeds, which comprised around 50 percent of the total volume of
spples handled by the eight suction companies during the 1934-35
marketing season. While the sample periods for which data were
collected were not the same for all companies, as pointed out in the
earlier discussion, the sampling methods followed and the volume of the
sample are believed to be wholly adequate.

For the eight companies, it appears that 43.3 percent of their total
Western boxed apple sales for 1934-35 consisted of products from
cooperative associations. Of the remainder, 54.7 percent was packed
by private operators, Slightly over one-half of the quantity packed
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by cooperative associations and sold at auction, or 22.2 percent, was
sold for the account of the cooperatives. This means that 20.2 per-
cent, or almost one-half, of the cooperative brands sold at auction
were sold for the account of speculative elementa in the trade or other
intermediate purchasers. The percentage of sales of private brands
which could not be identified as to whether sold for packer or for other
account was larger than in the case of cooperatively packed apples.
The two percentages were 8.0 and 0.9.

Slightly over 50 percent of the auction sales of privately packed
apples were made for the account of the packer, The ratio for coop-
eratively packed spples was practically the seme. So fur as the
results of this analysis are indicative, it is probable that there were
no essential differences between private and cooperative packers
with regard to the relative quantities of their respective packs which

TasrLe 8.—Torar Carroaps or Crrrus Fruir Sowp at AvcTtion,
AprrroxisaTE Numser oF Caxs SoLp roR COOPERATIVE ASBOCIA-
TioNs, AND Cazxror Unroaps At tar Marker, 1934

Total

; Coopera-
Total | Quan- | Quantity T | Guabere tive nales
. . soid a n per-
Auction market :fi?:gz ’;iﬁ‘y“ auction | pereent- | in pt:r- eeniage

. o, BY i for coop-| 3820 CEMAEE | of tutal
ruit | auetion eratives total of total ction

citrusa | unloads? ’:d

unloads €8

Cars Cars Cars Percenl | Percent | FPercent

Baitimore__._._.. 2,492 1 1, 447 1,234 58. 1 48. 5 853
Boston._ . oc.o.._ 7.524 | 5,808 3, 821 77.2 50. 8 658
Chicago. - e oe._ 8, 558 €, B62 4, 931 7L 8 51. 6 7.9
Cincinnati.__.. . 2,870 ] 2 228 i, 348 77. 6 47. 0 80. 5
Cileveland. .. ... .. 3,148 | 2 0685 i, 802 853 57. 2 B67. 1
Detroit. ... __ 3,839 | 2 685 2,018 68 2 51. 2 75. 2
New Orieans. ... 1, 398 583 403 41.7 28 8 69. 1
New York_.._._._. 28, 835 | 25, 8690 14, 676 90. 3 5.8 58.7
Philadelphia. .. .. 8,875 7,878 4, 509 88. 8 51.8 58 4
Pitteburgh_______ 3, 631 2, 788 1,622 779 45 3 58 2
Bt.louis _______.| 2,000 ]| 2 857 1,878 8.3 64 6 70.7

Total .. _.} 74,930 | 61,400 | 38, 332 182 1 51. 2 0862.3

1 8hipments from the larger sooperative shipping organizations in Fiorids, Catifornfa, and Aritons sre
ipcinded. Figurss repe minimums and wouid be siightly, bat not materisily, increased if ail cooper-
aiives were ipcluded. Gales for Texa citrus cosperatives ars not includsd io Lhe cooperstive volumes
Listed in this tabls. Auction ssies of citros frait for Tezas epoperstives wers of very Hmited volume o 1634,
but they have incressed materiaily since that time,

$The percentags of 82,1 is slightly higher than the 50 percent shows in table 3. becauss i1 is based 00
uxnloads o the 11 markets where citrus fruit wes sold al anction instead of totsl citrus gniosds in all of 1he
13 merketz where anction sales were made In 15038,
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were sold at auction for the account of operators other than the
packers. This comparison is obscured because of the larger propor-
tion of privately packed offerings for which the sellers could not be
identified.

TasLe 9.—WesTeErRN Boxsp ArpiLEs Soup aT AUcrion ror CoopERA-
T1IvE AccounTt 1N Seecirien MarkEeTs, 1934-35!

Total sales for sample period ?
Topaleald! @ @ @
Market sample T
period | Packed by | Packed by| S8eld for g:‘;igg:f_
private cogpera- |cooperativel o o o0
cperators {ives aceount account
Bozes FPercent Pereent Percent Pereant
Boston¥.__..__...__| 119,541 64. 2 35.8 26. 0 a8
Chicage ¢ - ___ 1, 038, 595 522 45. 2 258 18. 8
Cincipnati* . __.__ 238, 203 52. 5 47.1 20. 4 25. 4
Cloveland *_ " ______ 134, 232 63 2 35. 8 35 30. 4
Detroibs_ __________ 114, 628 42. 6 57. 4 210 -25.3
New York® ________ 734, 893 59. 0 40. 2 212 12. 8
Bt Louis*__________ 308, 367 52. ¢ 42. 2 2.3 20.8
Total________ 2, 688, 450 54. 7 43. 3 22.2 20.2

1 Data for 1 aurtion company ic Bosten, Chicago, Cincinnati, Cleveland, Detroit, and St. Louls, and
2 companies in Now Yark, ’

1 All but 2 pareent of tha brands were ideniified as to whether cooperativaly or privately packed. K was
not poesibls in all instanoes, however, to determine whether seld for packer account. As a resuit, percent-
ages-in oolums {3} plus column {2) do uot alwsys otal 100.0 pereent.  Similarly, colamn {3) plus colume
{4} may show Jezs than the tota! percentsge in column (2). Percentages for thes eplire distridution are as
follows: For cocperative packs, said for own seocunt 22,2, for others 20.2, selisr not known 0.8; privaie
packs, aoid lor own account 26:8, for others 17,1, seiter not known 8.0; packer or other necessary information
izeking 2.0; tofal 100.0 percent.

* Dats for months of Novamber 1034 and Felruary sad May 1235 for 1 company in Boston and 1 com-

" pany tn Now York. Other New York suction data for Jctober, November, and Decembar 1834,

% Dats for period Juns 1, 1854 May 31, 1935,



Trade and Area Coverage Through
Terminal Auctions

Trade Coverage

NE OF the problems of interest to cooperaiive assnciations snd

others giving consideration to the use of terminal sales sgencies
is the extent to which trade coverage in the market is obtained by
gelling at suction. Another correlated problem has to do with auction
sales made to out-of-town buyers or their representatives.

Reference has already been made to the percentage of carlot un-
loads (see table 3) of certain commodities and commaodity groups
sold at auction. This tabulation does not tell the story completely
because it does not show individual eommodities and their shipping-
point origins. Thesa limitations notwithstanding, it is evident from
table 3 that substantial proportions of rail, express, and boat receipta
of all citrus and deciduous fruits are sold through terminal auction
companies. The tabulation shows that almost four-fifths of the citrus
fruit unloads in suction markets are sold through terminsl auctions.
Deciduous fruits are sold at auction in varying degree, but taking
the group of commodities as a whole for the 3 years 1930 end 1934-37,
they have shown a range of from 54 percent in 1930 to 48 percent in
1937. Pineapples are sold in substantial proportions through the
auctions, 69 percent of the carlot unloads in 1930, 51 percent in 1934,
and 62 percent in 1935 having been sold through auctions. Vege-
tables, as a group, are sold only to a small extent through auctions.

Area Coverage

Another point of interest regarding terminal auctions is information
desling with the area served by them. In figure 8 is presented a
diagram of the locations of out-of-town customers of auctions in
nine markets, together with an indication of the citrus distribution
area for Chicago, as approximated by members of the trade at
Chicago.

For the auction markets other than Chicago, the out-of-town loca-
tions shown are those of customers 25 or more miles distant from the
auction, who were billed at the addresses by auction companies for
commodities bought on the auction. Such purchases in some instances
were made directly by the buyer, in others through a buying broker
or other representative. No such out-of-town billings were recorded
for Chicago. The 25-mile minimum is an arbitrary figure tuken as a
means of eliminating the nearby or suburban part of the business

24
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transacted by auction companies. The distribution of these points
according to different ranges of distance is shown in table 10.

TasrLe 10.—NumBer oF Appresses oF Ouvt-or-Towx CusToMEeRS OF
11 Avucrion Cosmraxies aT Various Distances FroM InDiviDuaL
Avcrion MarkeTs, 1934-351

Miles from auction market .
. Total
Auction market 200 laddresses
4 i 2
2548|5090} 100 | 150~ | 200- | 250 | ana
over
Beltimore.________ 2 3 1 1 b 2 TN g
Boston (2 e¢om- ‘
panies) _._______ i2 i2 b 3 1 1 4 38
Cincinnati...__.__ 2 5 14 4 1 1 i 28
Cleveland_________ : i1 2 ) O R A I 17
Detroit. . ________ 1 7 3 ) N S NSO R, i2
New York {2 com-
panies) .. __.:__. 5 10 8 11 5 3 7 49
Philadelphia__.____ 7 il i A SR UV SRR IO 25
Pittsburgh________ 31 i3 6 H | S8 U - 32
St Louis_________._{____.. 3 4 | 0 TS (R, 8
Total_______ 43 75 50 23 16 5 i2 218

t Addresses of sut-of-{owa pustomers buying threugh buyipg brokers or other intermedinries not included
sreept where billing for purchases was made diract by suotion companies. Customers less than 25 miles
diztapt from suctlon market not included, Tabulation is based on dats for wesks of Sept. 10-15 and Deg,
18-15, 1934, and Mar, 11-19 and June 10-18, 135, for ali auotions with the ameption of Boston, for which
only the 2 weeks fn 1435 are inoluded.

While quantity considerations based on the information presented in
table 10 and in figure 8 are incomplete for reasons already cited, the
data are of interest because they indicate the aress to which physical
movement of commodities directly purchased at auction moved
directly to points outside of the market center. Redistribution of
auction commodities to other markets through jobbers mnd other
handlers was not included s

The areas in which the auctions are of direct infiuence, through the
physical movement into them of commodities purchased at auction,
in sll probability are about as defined in figure 8. Distribution areas
shown in this figure for markets other than Chicago, as indicated by

% Those desiring to follow this point farther will be interested in & detalled study of Philadelphia as a dis-
tributing market to secondary cities of Ponhsylvanis. Donaldson, R. B. Pmmaptirmia WEOLESALE
FRUIT AND VEGETABLE MaRKETS, Penncyivanis State College, Bull. 3¢5, 56pp. 1837, The Baltimors

market has also been studied recently. Sce Burdstte, R. F., and DoVanlt. 5. H. TEE BALTIMOKE WHOLE-
211K FRUIT AND VEOETABLE M4RKE™, VUniversity of Maryland, Bull 400. &ipp. 187,

J40228*—30——3



Ficure 8.~—~Locarion or
Qur-or-Town Cusrom-
ERS OF TerMInaL Avc-
TiIoNs IN 9 Markers
axp Crenus Iistrisu-
TION AREA FOR CHICAGO,
1934--35.

Customers of anction companics
are distributed over wide areas,
For Chicago the locations repre-
sent the approximate distnbu-
tion territory for California
citrus  fruit purchased from
Chizago hapdlers, Out-of-town
buyers did not patronize the
Chicago auction sitce  they
would have incarred increased
delivery costs becayse of certain
trucking rules and regulacions
prevailing in the Chicago met.
ropohitan ares,
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auction billings, sre for all commodities sold at auction. Distribution
arens for California citrus fruit purchased through these same auc-
tions, with minor exceptions, are essentially the same as the areas for
all commoeodities. Deslers handling commodities sold at auction in
these areas have available to them the slternstives of purchase at
suction or in carlots.

Relative advantages and costs play important parts in the dealer’s
determining which method of procurement he willfollow.- Less-than-
carlot purchases against carlot purchases, selected sizes against nu-
merous esizes contained in the carload unit, carrying of larger stocks
through purchasing in carlots, dividirg carlot purchases with other
buyers, relative costs including frucking from the auction market,
shrinkage, time, and brokerage fees, all enter into the problem of

- determining which alternative the dealer is to follow. The conclusion
-seems evident that costs of the same commodities sold at guction
_and at private sale in the aress where physical movement from
auction center to outside markets takes place, must be comparable
from the standpoint of the buyer, otherwise, one or the other method
of saie will show an increased use. In employing the word “cost,”
all cost factors including price are implied. Some of the more im-
portant of these factors have been stated in the opening sentences of
this paragraph. The necessity of maintaining supplies of 8 cormmmondity
on a basis of proper adjustment to the requirements of both suction
and privete sales markets seams self-evident in the sreas where actual
movement of commodities takes place from auection to out-of-town
customers.
" 'The extent to which auction aa.les are made tc out-of-town pur-
chasers is indicated to some degree by the data in table 11, which
shows auction sales of a number of commodities made to purchasers
with business addresses 25 or more miles distant from the auction
eenter. The data presented in this {able and also in table 12 have
definite limitations to which attention should be called. The figures
for @ auction markets, with the exception of Boston, are based on
analysis of all transactions of 11 auction companies for 4 sample waeks,
September 10-15 and December 10-15, 1934, and March 11-16 and
June 10-15, 1935. The Boston dats include the two weeks in 1935
. only. As indicated in a footnote tc the two tabulations, the per-
centages are to be regarded as minimum proportions, as any additional
purchases for out-of-town customers made through buying brokers
that are not shown specifically for them on auction company reeords
have not been included.

It is believed, however, that the figures in the two tables furnish a
basis for determining the distribution areas directly served by the
auction company or companies operating in the various auction mar-
kets. These percentages clearly indicate the importance of terminal



28

FARM CREDIT ADMINISTRATION

auctions to out-of-town buyers as direct sources of supply. Table 12
is interesting also from the standpoint of indicating tha extent to
which imported commodities are purchased at suction by out-of-town

buyers.

TasLe 11.—AvucTion SarLes or SeeciFien CommopiTizs Maipe TO
Purcuasers wity Business ADDresses 25 orR More MiLks rxou
THE Avcrion Marker, 193438

Peroentage of tolal vahie of il sales of indicsted rommodity group #

Tistance and commodity
Froups . ? « ] O .
B | oo | it | G || Z30 | 20 | 120
2544 emiles:
Californis oranges. ...... 4.8 nwy og 1212 06 58 £0) ...
Californis lemons. . - =9 .5 .7 [L %] .4 43 48 [
Florids oranges. _......._. £ B 8.7 1.0 .8 L1 8.3 L4 .
Fioride grapefralt . . __ 3.3 1.4 .5 .a .8 [ % ] 3 ) .
Northwest appies...... . 11 4.2 Li a0 R 8.& . 3 3 SN
Peara ... .. ... ino [N - 3 S, 4.5 [ ] 37 .
Empercrgrapes, ... [ 2 25 PRV N 2.4 N1 as 48
Othergrapes_____..__. .. | 17 1 DR ¥ 2.2 .2 A .53 carns
All commoditioad, . .. 123 7 .2 .B 119 A &5 7
50-95 miles:
California oranges. .. 22 61 1.8 &3 a8l Al 1.9 4.9
Caltfornis Jemons. ... . -2 5.2 142 3.2 85 24 7.8 4.1
Florida oranges...._..___. 1.4 g 161 +2 27 2.8 X1 A
Fiorlds grapefruif__ . .8 a7 18,5 59 52 22 [} i.8
Northwest apples. ... ... 5832 132 8.0 5.6 L8 [ 1.8
Fears ... _..._. .4 31 %8B I .8 12 £ ¢ e
Emperorgrapes. ... ... I UG .2 %] 3.4 4.8 s 38
Othergrapes_ ._......... S PO 191 43 is N 7.5 -8
All commoditiesd. . .. L2 8.3 %1 %] 41 27 Té g8 °
100 miles and over;
Callfornia oranges. . ..... f R £8 L8 1.8 L8 0
Cailfcrais lemona... . Y ] 16 30 2% 33 1.9
Florids oranges__._.. .8 i2 .3 13 .7 .8
Florida grapefrait. .. 4.8 20 34 1.3 1.3 .3
MNorthwest apples. .. 8.7 .8 2 12 Li " |
Pears... ... ... 126 13 .9 I I TR
Emperor grapes. ... 13.8 1.5 25 10 13 1.5
Othergrapes ___. . ... - iLB PO .6 1.3 12 .8
All commoditim 3 _.___. L3 3.0 17.2 18 19 L5 L& i3
Total for al} mileage groupe:
137 0.6 »7 ™ot 8.5 0.2 15.3 82
.0 3 3ze 21 3.2 8 15 & 1
7.5 3.4 0.§ 150 41 s Bt 1.2
A8 15,2 2.5 ne 122 53 0.5 LS
i8 iL# .1 .5 &7 4.8 n.e i
j1: 127 23 5.8 1.7 7.8 s PN
(LW 3 I ns 35.8 83 12.8 3 50
B i PO, nsa 7.5 3.6 i0. & He i3
158 185 30.1 199 | X ] 07 ny E a4

Hee footnotes At snd of table.
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TanLe 1l.—Avcrion Sares oF SreciFies Cowmsoprties Mape To
PurcuaseERs wiTH Business Appresses 25 or More MIiLEs raom
THE Avuction Market,, 1934-35-—Continued

TOTAL VALUE OF ALL SALES

Perceplage of total valse of all sales of indicated commodity group

Distaner and commaodity Bt Oinetn- | Clave Phils- { Pitts | 8t
N -
groups Baston | o lang | Detoit delphin | burgh | Louls

$54, 827 [$208, 083 § $97, 242 [$147, D15 (5104, 351 (1318, 481 ;$140, 874 (5180, 928
40,687 | 32230 352301 35085 ) 30.500 | T7B.B42! 35,784 ] 34,087
14,085 | B2 45T | 838.334 | 50.E87| X015 | I05 105 | 35030 ] 10 155

O S.203; 452057 /4| 26.511] 2.805) W.AIE ] 2425 8,862

TRIST4 10182 /48| 76| 16 1I0f 54,772 2669 43430

i1 906 7. 54 4,92 L, 482 8,507 | 57,565 8,253 8, 318

11,363 B, 437 79479 WM & 405 4881 1276
Othergrupes. . ___..ceaee..; H BT ... 19,7421 15801 163 | &0.050] 1L.638] 14,543
AN sommodities T _____{ 158,181 | 410, 216 | P02, 594 | 328, 422 | J44.030 [ 070 109 | 212,366 1 374,577

1 Data for weeks of Sept. 10-15 snd Dec. 10-15, 1034, and Mar. 11-18, and June i¢-15, 1635, for all auctions
with Lhe sxreptits of Busion, for which only the 3weels in 1036 are inoluded.  The percentagoain this taba-
intion are hased an auctive company bilkings to custemers.  The percent arsto e regarded as minimonm
proportisns, as any additional parchases for out-ef-town customners made through buying brokers that are
nat shown speciically for them on auction coIpany records havs ot been included.

1 For exampls, tota) value of 8] auction sales of California oranges at Baltimaore during 4-week peried was
$64,877, of which §.8 percent was sold to buyers ia the 25~43 mile group,

£ Hem includes s Hmited volums of commodities not shown in this tabalation.

TapLe 12.—AvuctioN Sares oF Speciriep Commosrries Mape T0O
Purcuasers wiTe Business Appresses 25 or More Mites Fnou
New Yorg Crry, 1934-35!

{Percentage of total value of all sales of indicated commodity group)

] Over

Commoctty grasp | 278 | 918 o s sl sl om) O | r
Chestoats. .o 154 3.2 &7 w8 te]....... 87| 157 525
Chilean fruit R IS SURIPI Tl e e N - %)
Havana ploeapples ... __|.......] 146 1L 74 38 2% B8] ... 28 X8
Puerte Rican pioeapples_.. .| . .._. 8o LS 3.8 29 .4 2 R [UURE B )
Argentinefrait ... ... o} 24 L5 53 .8 .2 R 3 R A .5
ToOmatoes. - .. _coaouoan iZ5 .7 .2 ] .3 | 35 P, PUNUNNE SN <% )
Other Puerto Rican fruit. 57 i1 1.4 LY 7 3 .2 2 L7
Plorids citrus L8 N ] . 1 -1 ¥ 3 .1 4.3
Qrapes. .. ..... b5 - N (PR AR NS IO SN SN AR 18
Califurpia oitrus ... 3 0 4 A W 2l 0M b 3.3
Western decidueys __________ 3 .8 & A 1] oW 5 B IR - N SO X
Bapunss, . ... [ [ I PRPRRPRN FRIPIUIN FUSp ... L%
Al commodities? 4 x4 13 -5 2 1 .2 (&1 .1 45

1 Data for weeks of Sept. 10-15and Dec. 10-15, 1034, and Mar. 11-16 and Juno 10-15, 1835, for both New
York auclion sompanties are Incinded. The parcentage® in this tsbulstion are bassd on saction company
billngs {e customers, ‘The percentages are to be regarded 85 minimum proportions, as any additional pur-
chases tor out-of-town custoniers mnade thevagh buying brukers, not shown specifinally on auction Sompany
rocords, have oot been inetuded.

3 Laesz than 0.95 percent.

4This itemn inclzdes a Hmited volums of commeditios not shown in this tabolation. The valges of &)
salet 6f the Indicatad coramoditios for the 4 weeks were as follows! Cheslonts, $8.427; Chiloan {ruit, $403;
Havans pineapples, $33.347: Pusrto Rican pineapples, $46,049; Lrgentine fraft, $28,770; tomatoes, $278.822;
other Puerte Riean fruit, $32.65; Florids citrus fruit, $1,057,112; grapes, $51.008; Celifornia ciirus, $1,164,884;
wastern decidueus frit, $1,208,455: bananss, $470,040; ali commextition, $4,520,881,



Price Considerations

ONE OF the primary questions of importance to cooperative sales
managements relates to the usefulness of the suction price of a
commodity in a single auction market or in & group of such marketa
as an indicator of the general market price for the commeodity,including
not only sales at auction but also private-sales transactions in areas
both near suction markets and at a distance from terminal auction
centers. Auction prices are used by sales managements, acting for
both cooperative and private sellers, as a basis for price quotations in
private-sale transactions. These latter transactions may take place
(1) directly in the markets where auctions are located, (2) in nearby
markets to which it is possible to transfer any commodity purchased
at auction, and (3) in markets so distant from auction centers that any
such transfer is wholly out of the question.

Not all cooperative associations handling any of the commodities
sold through terminal auctions are confronted by the problem of price
quotations involving all three kinds of private-sale transactions out-
lined in the preceding paragraph. Some important marketing asso-
ciations do not sell at private sale in markets whers they make use of
auctions. These associations follow s policy of using only one method
of sale in & single market. Other associations making limited use of
the auctions and selling at private sale in important auction markets
and in nearby markets use certein agreed-upon auction average prices
83 a price basis. In such cases, the price is based on the suction
average of like grades and sizes sold at auction on the date of arrival
of the shipments consigned to private buyers. These auction aver-
ages may apply to a single market or to more than one auction, as
agreed upon between seller and buyer. In such cases, although
actual delivery to the buyer may take place at a point outside of the
auction market, it is apparent that the auction price is of first impor-
tance to the seiler even though the auction is not directly employed
by him in makicg the sale.

It is clear that price quotations in private-sale markets adjacent
or near to suction centers must follow closely the course taken by
auction prices for the same variety, grade, size, and condition of the
same commeodity. This follows because suction prices are public
and are widely disseminated through buying brokers, trade papers,
and similar agencies. Members of the trade are thus informed
promptly of the prevailing prices of auction commodities in which
they are interested. Furthermore, buyers in suction markets and in
the market areas adjacent {o the auctions sre fully acquainted with the
alternative costs of obtaining their supplies through auction channels

ag
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and through private-sale purchasing. Consequently, prices at anction
and at private sale where it is possible for a commodity to move to
‘buyers either through the terminal suction markets or direct by pri-
vate sale must of necessity exhibit & close agresment if use of both
methods is to be continued.

Marketing associations also employ auction prices as a basis for
private-sale quotations in markets sufficiently distant from auction
centers that physical transfer of commodities purchased at auction is
not practicable,

Upon examination of the possibilities of developing an analysis of
the value or accuracy of suction prices as indicators of prices which
should prevail in private-sale areas, it becomes immediately apparent
that one is confronted by & situation which appears o be possible of
approach by indirect methods only. The prices o0 be examined, both
auction and private sale, are component parts of a complex price
structure, the interrelationships of which are such that neither price
can be isolated for purposes of analysis.

This holds true at all times, but it becomes a particularly frouble-
some difficulty when eonsideration is being given to short-time inter-
vals of a month orless. The fact that auction prices are used as a basis
of arriving at private-sale quotations illustrates clearly one phase of
this interrelationship. ‘The problem, however, is one of importance to
cooperative sales managements and despite the spparent difficulties,
& conclusion was reached to include some inquiry into this field as one
of the objactives of this study.

The difficulties of the problem make it necessary to direct its study
from more or less isclated angles and in a rather incomplete manner.
It seemed desirable, therefore, to select some one commodity which
was sold in quantity both at auction and at private sale and for which
reasonably satisfactory data were available. It was also necessary
to eliminate, insofar as practicable, the effect of shipments of the same
commodity from eompeting aress. For example, a statistical anslysis
of short-time changes, i. e., monthly or weekly, in the price of Californis
Navel oranges would be exceedingly difficult because of problems aris-
ing from the presence in the markets at the same time of large volumes
of oranges from competing production areas, California Valencia
oranges, on the contrary, meet orange and grapefruit competition in
considerable volume only at the opening and closing of the marketing
_ season. This commodity, however, meets competition from a variety
of fruits, such as berries, melons, peaches, and others. California
Valencia oranges were selected as the commodity for detailed study,
although extensive search was made for data on oranges from Florida
and for other California deciduous products in an effort to obtain
material which could be used readily in making comparisons between
prices realized at auction and at private sale.
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It waa thought that a discussion of the nature of auction price and
its relation to private-sale price for a representative comimadity as
shown by s comparison of prices would be helpful. It should be
recognized that any conclusions which may be drawn relnte only to the
commodity on which the discussion is based and only for the periads
included in such an examination.

In approaching this problem, bowever, it did not seem adequate to
rely solely upon a comparison of auction- and private-ssle pricea for
the same commodity over intervals of a month or shorter periodn.
The fact that California Valencia orsnge price quotations at private
sale were in large measure based on auction prices appeared to call for
additional analysis. This requirement, in part at least, could be met
b¥ an inquiry into several considerations involving the extent to which
auction price could be explained by statistical analysis.

The inquiry into the validity of using auction prices as indicators
of price quotations in private-sale transactions was, therefore, directed
along the following lines: (1) The extent to which the annual or sea-
sopal price of California Valencia oranges can be explained by ascer-
tainable and measurable factors, {2} consideration of factors influenc-
ing the auction price of the same commodity on a single auction market,
(3) the relationship existing between concurrent price movements for
specific commodities in the several auction markets, and (4) a compari-
son of concurrent prices of the same commodity in auction- and in
private-sale markets.

Factors Affecting the Annual Price of Oranges

Much analytical work has been done by other workers in the field of
determining the factors which bring about changes in orenge prices,
including all oranges produced in the United States and oranges pro-
duced in specific areas. A study by the Agricultural Adjustment
Administration of factors bringing about changes in the annual farm
price of sll oranges for the United States points out that “changes in
the farm price of oranges from year to year may be accounted for, first,
by commercial supplies offered to the market, and second, by changes
in consumers’ buying power. Commercial supplies, a8 meusured by
commercial production, plus receipts from Puerto Rico, less exporis,
are of major importance in explaining changes in prices received by
growers. Change in consumer demand is of next importunce”
(Z). This study covering the period beginning with the 1921-22 season
and ending with the 1932-33 season, shows that for thia peried
changes in the farm prices of all oranges were accounted for statistically
by definitely measurable factors.

A second study which has more direct bearing upon the price for
California Valencia oranges is reported in a publication of the Uni-
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versity of California (72). While this study dealt with prices of Cali-
fornia summer oranges, it should be understood that the summer pro-
duction of California oranges consists dominantly of the Valencia
variety. Unlike the previous study of United States annual orange
prices in which two factors were sufficient for the purpose of the analy-
sis, the study of prices of California summer oranges was based on
five statistical factors. In the report of this study, it is stated that
“Variations in the seasonal average f. o. b. prices of California summer
oranges are caused by numerous factors. Not all of these factors,
however, can be measured with the data now svailable. In this
analysis the following were measured: (1) California shipments, (2)
trend of demand, (3) buying power of consumers, (4) competing fruit
production, and (5) average sizes of Valencia oranges. While most of
the variations in the seasonal average f. 6. b, prices of California sum-
mer oranges from 1922 to 1934 can bs accounted for by the factors
measured, others have alsc had some influence. During the 3 years
1931-33, lack of confidence on the part of the trade in the stability
of orange prices was & factor of some importance” (72). In thisstudy,
the index of competing fruit production included data for fresh apples,
apricots, peaches, pears, plums, and cantaloups, and United States
shipments of grapefruit, shipments of oranges other than from Cali-
fornia, and imports of bananas during the 6 months May to October,
inclusive. )

These two studies indicate that for the periods covered by each,
prices of United States orenges and of California summer oranges were
responsive fo measurable fuctors. The fact that in the first of the two
studies, two factors were adequate for the purpose of the analysis and
in the second study five factors were used, should not be at all con-
fusing, as the reason appears to be quite piain. California surnmer
oranges constitute only a portion of the total United States marketings
of all oranges. The analyses, therefore, apply to different commodi-
ties, as well as to different time periods. The difference in the number
of factors and in the factors themselves is not of material significance.
The important point is that the prices of all United States oranges
and of a portion of the total were shown to be influenced by factors
which can be statistically measured. While the relative importances
of price-determining factors vary as conditions chenge, even to the
extent of bringing about the necessity of adding new factors and dis-
carding others, the results of these two studies and others indicate
that annual prices of California summer oranges for other time periods
should be explainable in terms of some similar group of statistically
measurable factors. As Californie summer oranges consist to a very
large extent of the Valencia variety, this conclusion is in all proba-

bility applicable to thjs one variety also. Thers is little reason to
believe otherwise.
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Because the annual price is & combination of auction- and private-
sale prices, this discussion of annual price is related to the problem
of the use of auction prices as indicators of price in privete-sale trans-
actions, If the eomposite price is capable of economic analysis on sn
annual basis, a foundation is formed for attempting a consideration of
the elements making up the annual price. These elements consist of
short-time price movements for auction and private-sale iransactions.

Factors Affecting Monthly Prices of Oranges

On the basis of unpublished ansalyses made during the course of this
study by the Division of Finance and Research and the Cooperative
Division of the Farm Credit Administration, significant deductions
may be drawn regarding factors which influence varistions in the
monthly auction prices of California Valencia oranges at New York
and Chicago. Statistical analyses of factors affecting monthly prices,
particularly in a single market, become highly involved and the details
of the analyses are, therefore, not presented here.

It is suflicient for the purposes of this study to state that variations
in the monthly prices of California Valencia oranges sold at auction
in New York apparently can be explained by factors derived from (1)
the quantities of this one variety sold at suction at New York, (2) all
other orange United States shipments, (3) an index of income of in-
dustrial workers, and (4) supplies at New York of certain competing
fruita. Through this combination of factors it was possible to explain
about 88 percent of the variation occurring in monthly suction prices
of California Valencia oranges at New York over an B-year period
(1927-34). For the same period a similar analysis for Chicago yielded
a percentage of about 89. The more important factors were those
representative of California Valencia orange supplies at the New York
auction, the remeinder of the United States orange supply, and the
income of industrial workers.

It would heve been desirable to make comparable statistical studies
for the same commodity in private-sale markets, but adequate data
as to quantities sold and prices obtained were not available. Even in
the auction markets certain essential data, such as those relating to the
quantities sold and the corresponding prices obtained at private sale,
were not available over the 8-year period.

The study of monthly auction prices of this commodity with the
volume of exploratory work which was included in the study showed
that in the cases of these two auction marketa there was adequate
reason to believe that variations in suction prices were explainable
by statistically measurable factors. More complete statistical results
are dependent upon the development of better and more detailed
dats mga:dmg demand and supply conditions in the individual suction

kots.®
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For the present study, it is sufficient to know that there is adequate
reason to believe that auction prices in & relatively high degree reflect
changes in demand and supply conditions in accord with measurable
factors instead of being influenced in & substantial degres by forces
which cannot be determined.

From a theorstical standpoint, it appears that prices in s single
market should be determined largely by (1) the quantity sold on the
market, (2} the remsinder of the supply available outside the market,
but capable of diversion in any quentity to the specific market, (3)
some measure of purchasing power in the specific market, such as
income of industrial workers, (4) supply of competing fruits available
in the specific market, and {5) other factors of similar nature, some of
which have not been stated adequately as yet in statistical terms.
The results of our studies are in conformity with the foregoing, as
factors representative of ths first four named groups produced about
88 percent of the variations in monthly prices of California Valencia
oranges.

On the basis of the discussion of annual and monthiy prices, there is
ample reason to believe that monthly auction prices of California
Valencia oranges at New York reflect conditions as they exist on this
market. Thenextstepsin the study were to determine (1) how closely
the New York auction-tnarket price and prices in other auction
markets move together, and {2} in a limited way, the extent to which
auction- and private-sale prices move together,

Prior to a discussion of these points, there are some statements
regarding fluctuations in auction price which should be made in the
light of conclusions srising from the study of factors influencing
monthly euction prices. It appears to be an evident conclusion that
the more adequately supplies of California Valencia oranges sold at
auction on the New York market can be controlled, the more effective
will be any attempts to confine within reasonable limits fluctuations in
auction price of the commodity insofar as this one factoris an influence
in bringing about variations in price. The desirability of svoiding
violent fluctuations in price is to be found in the widespread use of
auction prices as an indicator of price in private-sale transactions.
Other ill effects arising from wide fluctuations in price are not pertinent
to the present discussion.

Control of the supply of a commedity is, of courss, difficult when
that supply is in the hands of many shippers. In the case of California
Valencia oranges, a substantial portion of the supply offered at auction
is in the hands of a single cooperative marketing organization, the
California Fruit Growers Exei;ange, so that the degre.e of control
exercised over auction offerings is greater than cases in which the
offerings come from a large number of shippers. Through this one
organization, it is possible to effect a higher degres of contrel of auction
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offerings not only on the New York market, but on'all other markets,
than would be possible if the supplies were divided among many
shippers, each controlling only a relatively small portion of the total.

In the field of Tokay grapes, studies of weekly prices in the princi-
pal auction markets for the 1929, 1830, and 1931 seasons showed
that prices were influenced by the volume of shipments of Toksay
grapes and the prevailing prices of other California table grapes ().
In this study, data are presented which show ““how an snalysis of the
factors affecting prices in each market area may be used in planning
the distribution of a given volume among the principal market arcas
to obtain the highest total returns’ (8).

The problem of adjusting supply among the several auction mar-
kete so 8s to maximize sales returns is one of importance to growers
and their sssocistions as well as other shippers. Unfortunately,
there are very few studies of sufficient detail and exactness to be
used as bases for accurate intermarket distribution based oa varia-
tions in demand among the different markets. The situation has
been stated as follows: #The difficulty clearly is not with the prin-
ciples (of controlled distribution among independent markets) we
have discussed. It is with the data and facts available concerning
demand conditions in the various markets” (/0).

Concurrent Price Movements in the Auction Markets

This part of the study involved the determination of the extent to
which monthly prices of California lemons, Navel and Valencis
oranges at each auction moved in agreement with the corresponding
average monthly prices in all auction markets. Since guction prices
are used by shippers and buyers as indicators of price, it was advis-
able to examine the price relationship existing among the several
markets. This relationship was studied in two ways: (1) The
monthly weighted average price for each fruit at each auction was
compared with the average weighted monthly price in all auction
markets, and (2) the amount of price change from month to month,
rather than actual prices, was used as a basis of comparison.

In msking these comparisons, the results have been expressed on
the basis of a scale of values ranging between +1.00 and —1.00. On
this scale 4 1.00 represenis a condition of perfect and direct ngree-
ment in the relationship between the items of the two series of prices
under comparison. If high prices of one series are paired with high
values in the other, the value which is known as a correlation coeffi-
cient is positive and tends toward +1.00, which represente & condi-
tion of perfect and direct relationship. On the other hand, if high
values in one series are associated with low values in the other series,
the correlation is negative in sign and tends toward a value of ~1.00,
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which represents a perfect and inverse relationship. A coefficient of
0, therefore, represents no correlation between the two sernies.

In table 13 are presented six series of correlation coefficients of the
type described in the previous paragraph. They indicate the high
degres with which the actual monthly prices of California Valencia
and Navel orange and lemon prices in the several auction markets
move in apreement with the average monthly prices for each of these
fruits in sll auction markets. In the same table, coefficients for net
changes in suction price from month to month for each fruit are also
shown.

It is apparent from table 13 that, with limited exceptions, monthly
prices and monthly price changes of Califernia Valencia and Navel
oranges and lemons in each of the auction markets showed s close

TasLe 13.—Comparison of Montary Avcrion Prices anp Price
Cuances ForR Carirornia VaLewciA aAND Naver ORANGES AND
Leuons, wite AvVERAGES FoR ALL Avction Mazxers, 1927-35!

Correlation coefficients ®
California Valencia! California Navel . .
Californis lemons
Avction market cranges oranges
Monthly M;gtél;ly Monthly M;gzl:iy Monthly M;:igly
prices changes pricee changes prices changes

Baltimore..c...o.o-.. 0983 ] B.767] 0.984 | 0. 85 080 0. 801
Bostom. .. ___________ . 9oR . 976 . 983 . 919 . 948 . 850
Chicago_ ..o _..._._ . 966 . 935 . G88 . 898 . 977 . 910
Cincinnati__________. . 981 .921 . 881 . 752 . 930 . 881
Clevelsnd. ... _._... . 987 . 908 . oo . 983 . 985 .545
Detroit_ __ ... .. . 995 . 858 . 994 . 962 . 979 . 925
New Orleans____._._. ] ® ® & . 898 -7
New York.__._____..._ . o8 . 881 . 997 . 976 . 891 . 980
Philadelphia__________ . 997 . 962 . 994 . 946 . 871 . 927
Pittaburgh_________.. . 934 . 945 . 996 . 963 . 968 . 827
8t. Louia_____________ . 990 . 888 . 990 . 947 . 837 . B&7

1 Data froma Californis Fruit Growers Exchange and Burean of Agricuitural Economics.

California Vsiencia orsnge prices for 132835, May-November perlod for all acasons with tha following
exceptions for Baltimore: 1930, May-Ccicher and 1933, Jane-November.

Califorais Naveloranye prices for Daceneboe-May period of ssch season beginning with December 1927,
and ending with May 1835,

Californis lemon prices for period November 1927-October 1935,

* Esch coefficient In the " Menthly prices” olumns {ndieates the degree of eorrelation existing betwees
monthly prices in sach snction market and Lhe sverage monthly price for all suction markets. Coefficients
in the “Monthly price shanges™ columns ars similar sscept that they are based on et changes {n price
from monih to month instend of o actual prices. 'The meaning of these coefficients 1y patlined on p. 38,

# Dats not oanplete for period.
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association with similar figures for the same commodity in all auc-
tion markets. In the few instances in which the values in table 13
are low, the explanation, in part at least, is to be found in several
ceuses. Substantial variations in the quality and condition of the
commodities sold in the markets may be one cause, Another is the
difficulty in adjusting the volume of offerings in the cases of smaller
markets 80 as to avoid extreme fluctuations in price. Uther causes,
no doubt, contributed to the situation, but these were not developed
in this study.

In examining these cocfficients, it should be borne in mind that
they do not necessarily imply that prices in all auction markets are
identical. ‘The facts are quite the contrary. The coeflicienta are ex-
pressions of the degree or extent to which monthly prices in individual
markets are on the average associated with monthly average prices in
all auction markets, but the two price series under comparison may
be of the same value or on different levels. These different price
levels are brought about by such factors ng essential differences in the
offerings at individual auction markets based on variations in rela-
tive quantities, quality, and size of fruit, competitive fruit situation,
and buying capacity of the average consumer in the different auction
markets.

The figures presented in table 13 are on a monthly basis. From
day to day, or week to week, there may be rather important differ-
ences attributable to variations in demand, supply-offerings, quality,
and other factors. For Tokay grapes, it has been pointed out that
“the major fluctuations in Tokay grape prices in the principal suc-
tion markets occur simost simultanecusly. During a given week,
however, prices in the several markets often varted considerably” (8).
These short-time priee variations must be carefully evaluated by
sales management when consideration is being given to a change in
price quotations based on observed changes in auction prices.

Comparison of Prices in Auction and Nonauction Markets

In the previous discussion, attention has been directed to the fart
that the seasonal price of California summer oranges, which are pri-
marily of the Valencia variety, has been expluined to a satisfactory
degree by economic snalysis. Similarly, the monthly auction prices
of this variety can be reasonably well explained by selected economic
factors. It has also been indicated that in each auction market
monthly asuction prices and net price clianges from month to month
of California Valencia oranges as well as Navel oranges and California
lemons showed close relationships when compared with their respec-
tive average monthly auction prices and monthly price changes in all
auction markets. To complete the final link in this analysis, it is
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necessary to obtain some indication of the extent to which aunction-and
private-sale prices of Valencia oranges move together.

It would have been highly desirable to brosden the analysis to
include other commodities and a longer period than one selling season,
but lack of dats and the magnitude of the job of developing adequate
price series for auction and nonauction markets on & price-deliverad
basis prevented the taking of these additional steps. The most ac-
ceptable data appeared to be those relating fo California Valencia
oranges, Extensive search in other commodity fields and in another
citrus ares failed to bring to light other data satisfactory for the
purpose. .

In developing price series for comparison of prices in auction- and
private-sale markets, extensive clerical and statistical work, which
could be done most advantageously at Washington, was required.
At the time the study was undertaken the latest records of the Cali-
fornia Fruit Growers Exchangs which could be released for use in
Washington were the 1932 records of suction and private sales. This
situation resulted from the necessity of keeping records for the later
yeara at Los Angeles for use by cfficials and employees of the organ-
ization. Accordingly, the exploratory work in this field was limited
to the information disclosed by the 1932 data.

In attempting to make comparison of prices obtained for a com-
modity sold in both auction and nonauction markets, several impor-
tant considerations must be recognized in order that the limitations
of the comparison may be fully understood: (1) Despite all efforts to
reduce the difficulty to a minimum, when records of completed or
past sales are used, possible variatiens in the quality or condition of
the commodities sold et auction and at private sale will introduce
differences definitely influencing prices realized to :an unknown ex-
tent. For example, there is the difficulty of making an exact com-
parison of sales resuita obtained at auction with those from private
sale, because the auction average may be adversely affected at times
by an indeterminate portion of diverted cars and cars of off-condition
fruit. These cars, when offered in private-sale markets, would be sold
at a discount under prevailing prices for fruit in prime condition. In
examining sales records some time after sale has taken place, thers
appears to be no practicable means of making due allowance for dif-
ferences in auction- and private-sale prices arising from any variations
in condition of the fruit sold through the two methods. If information
regarding grads, condition, and related factors is obtained on a basis
which can ba directly related to sale prices, which means simultaneous
collection of such data in auction- and private-sale markets, then an
exact comparison of auction- and private-sale prices might be made.
Such a procedure was not within the scops of the present study; (2)
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the use of auction prices as bases for price quotations in nearby
private-sale territory introduces an intermingled relationship that
cannot be unscrambled. Auction prices and private-sale quotations
in nearby markets must be kept in close agreement, with suction
sales indicating the price level, if private sales are to be made in these
nearby markets where it is possible for buyers to purchase fruit at
auction; (3) the use of auction prices as a basis for price quotations
in private-sale areas where products cannot be moved from auction
markets introduces a tie-in with the auction market price which pre-
vents an saltogether independent price comparison; and (4} a final
difficulty is to be found in possible changes in auction price levels
brought about by variation in the propertion of the total guantity
offered at auction, which distorts or alters the usual relstionship
existing between prices at auction- and in private-sale markets.

The analysia covered ail delivered-price sales of California Valencia
oranges made by the California Fruit Growers Exchange during the
period from April 18 to November 26, 1932. For comparison, the
price series were limited to local association brands packed under the
Sunkist trade-matk of the California Fruit Growers Exchange. An-
alysis wes made on the basis of size, Two series were developed (1)
auction, and (2) private sale. Inspection revealed that differences
in private sale delivered prices of California Valeneis oranges in areas
near auction markets and at a distance were not of sufficient impor-
tance to justify two private-sale price series. All private-sale data
were therefore combined .

It is possible that the economiec situation prevailing during the
summer of 1932 may have introduced some peculiarities in marketing
relationsbipe thet would not be present in series taken for other
periods. This places a somewhat indefinite restriction upon the con-
clusions which may be derived from the comparison. The sample,
however, is adequate when viewed from the standpoints of grade,
size, and method of sale, if the limitations resulting from possible
variations in condition as discussed previously are kept in mind.
Distribution of the sample according to size and type of sale is shown
in table 14.

Quantitatively, the auction sale sample approximated a total of
10,002 cars and the private sales amounted to 4,177 cars, based on a
loading of 462 boxes to each car. It was not possible to correct for
any price differentials which normally existed in certain markets
among brands of individual local associations which also met the

¢ Of 315 compariscns of weekly prices in private-sale markets located nesr auctiod markets and o & dis-
tance, 00.2 percent showsd 1o Gifferemce in price. in an sdditional 6.3 percent of the somperisons, prices
in private-sale markets outside of saction territory were 5.cets sbove or below Drices bn [riveter-sale Irksts
located in auction territory.  Pereentage for 10-cent varistion in price was 8.8 for 15-cent, 9.5 percent; snd

for remaining Amouats, 7.3 pereent. In the size groups 178-25%, which comprised sbout #6 peroent of the
sempls (mee table 145, about B0 percent of the prices were the same.
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TasLe 14 —CarrFornia Varewcia Orances, Sonxist Trape-Mazx,
S1zes 100-392, IncLupeD IN CoMPARISON OF AUCTION- AND PRIvATE-
Sare Prices ror Te Periop Apmun 18-Noveuser 26, 19321

Auction sales Private sales )
- sﬁmate

es BS &

Size 1;1?3;’ ?em?;‘lﬁ pefmtage‘

Boxes sold | total | Boxessold |%8¢© of auction

auction p:;;a.te sales
sales sales

100 . - 10, 172 g2 2, 957 01 29 1
126 ___ 74 027 1.8 21,059 1.1 28 4
180 . 266, 594 5 8 79, 082 41 20 7
Y _._. 543, 276 11. 8 183, 823 9.5 338
b 13 S 759, 103 16. 4 264, 108 13. 7 34 8
5 1 . S, 1,117, 286 24 2 476, 966 24. 7 42, 7
282 ___. e v————— 847, 368 18.3 379, 838 1.7 44 8
22 S 693,745 |- 150 348, 592 18. 1 §50.3
344 e 292, 415 6.3 167, 248 8.7 BT. 2
392 e . 17, 041 .4 5, 500 .3 32.3
Total _______. 4 821, 927 100. 8 i, 929, 576 100. ¢ 41. 8

t Dats were eompiled from Callfornie Fruit Growers Exchange reeords and includs approvimately 8
percent of all Bunkist axles at auction, and 89 percent of all Sonkist transactions in privete-sale markets
where pricing was on B price-arrival or delivered basis. Salesomitled consisted primarily of those in which
Individual prices for eash size were not availabls. Limited sales of sives larger than 100 and smalter than 392
and a relatively gmall volame i the opening and clusing wecks of the seasor have 8lso beeps omittsd. The
sample, covering the period April 18-Novamber 26, consisis of siightly less than 87 percent of teotal Sunkist
Valencia tranasctions for the seasen, exclusive of exports and . o. b. sales.
1 Dats $or Size 353 oover the petiod April 25 to November 26, 1932

necessary requirements for packing their fruit under the Sunkist
trade-mark of the exchange. Any such differentials as may exist
. between markets because of brand preference, merchandising policies
of the organization with regard to quantities offered in the various
markets, and related factors, have of necessity been regarded as
constant. As previously indicated, it was not possible to obtain an
exact comparison of prices, besed on the same grade, size, and condi-
tion of fruit sold at auction and &t private sale.

Prices for each size and merket were arrenged in order of value
and the middle prica (or median) in each serics was selected as the
representative price, all prices being stated in terms of the nearest
5-cent interval.

A distribution of the percentage differences between auction and
private-sale prices expressed as percentages of auction price is pre-
sented in table 15. Three hundred nineteen weekly price compari-

sons are summarized in this fabulation. Price differences in 75
148 22K " 3 Gt
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Ficure 9.—WEeEekLY AucrioN AND Ammrivar Prices ror Cavrriromrnia
Varencia Ouances Packep Unper Tae Sunkist Traoe-Mark,
Season 1932, -

Movements of weekly prices in auction markets and in private-sale markets, indicated by
the arrival price line, were similar, aithough changes in arrival pice st times tended tolag
behind important changes in auction price.  An exact compariaou of auction- and private-
sale prices is difficult because of the effect of off-condition lots of the commodity upon the
aiction average.
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percent of the 319 comparisons were 5 percent or less, when expressed
as percentages of weekly auction prices. Graphic comparisons of
auction- and private-sale prices for three sizes of oranges are shown
in figure 9, private-sale prices being designated as arrival prices in
this figure. :

Tasre 15.—Distaisvurion oF DirFFerENCEs BETweEN WEEKLY AUcTIiON
Prices anp PrivaTe Sate Deriverep Prices ror CaviFornis Va-
LExcia Orances, SUNKIST Trape-Marxk, 1932 Season't

Number of differences in oranges + |
Difference in weekly of size— Percent-
prices expressed &s . age dis-
percentages of auction fributicn
price 100,126/150/176/200(218/252/288(344/302| 1] | of total?
+15.1andover__._.._... ) U JRGRURN JUERN FROUDEN SRURU PRV NS S JU B | 2 0. 02
F00140 +150. . F 2P LYYl i 1f1l ) 8 N
+5.1t0 +100._____..._ bi21 111121213 |4:3]23 5. 80
+1lto+50._________. 36137815 |911]1917159 19, 17
L Ji5|83|565}bj2|6(4|2]|2]87 12. 38
—1te —5.0..._ . _____. 7i9|8)9 1421 (12114 | 8| 5 107 43, 59
—&lto—100.__________ (1 3/10| 642 |2:8!7|8]51 14 10
—101%0 —150._________|4:1156 |3 |._.]._.J]1it1t11]{3]19 3 22
—l5landover. ____.___. 615111215 .77
Total number of
weekly compari-
SORS_ . ccecao- 32 132 |32 ;32 132 {32 132 (32 {32 |31 {319 100. 60

! Dats oompilod from records of Californin Frult Growers Exchangs {see table 14). A plus sign {+)
means that the auetion price was Jurger than the prico at privaie sale. A minux sign {—) indicates that
prich at sugtion was less than st private ssle.

# The relrtive importances of {he quantities of the differcnt sizen of oranges in relation o total volume of
sH mizes {100-322} wrere used in determinicg the percentage distribution shown in thiscolumn. Ths welght-
ings used were a3 follows: 100, 0.2 percent; 126, 3.4; 150, 8.0; 176, 10.7; 200, 15.2; 218, MA.5; 253, 19.0; 288, 16.4;
S, 7.2; 392, 0.4,

Another comparison of auction- and private-sale prices of limited
scope was made for Northwestern apples. The data were restricted
to the Winesap variety, Extra Fancy grade and sizes 96-163. Furthér
restrictions limited the suction-price series to one compsany in New
York whers fizures were obtained from the daily price-reslized cata-
logs. The private-sale data were limited to sales made in auction
territory.

Data cover the period January 2-April 22, 1935. 1t was not pos-
sible to develop a daily price series which would be continuous through-
out the sales season. ¥For the period, an average price of $1.60
(delivered basis) was obtained for private-ssle transactions and $1.55
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at auction when weighted according to quantities sold at the varions
prices during the period. When prices were sveraged on a basis
which did not give eflact to quantities, private sales were found to
be $1.57 and auction $1.55, both on & delivered-price basis. In view
of the fact that it was necessary to add an estimsate of freight and
other transportation charges to I. o. b. prices in order to place [. 0. b.
sales on & delivered basis for comparison with auction prices, the
differences are not significant.

VWhen the daily seriecs were examined, however, some material
differences were observed which were not evident when averages for
the entire period were the only prices to which attention was given.
From January 2 until February 25, privste-sale prices were, for the
most part, less than auction prices. Following.February 25, the
reverse situation prevailed until the close of the pericd. No outstand-
ing reason for these differences was apparent. A number of different
factors in all probability were contributing eauses. Among them
may be mentioned variations in quality, brands, end quantities offered
for sale in individual areas and changes in the local competitive situa-
tions with regard to apples brought out of storage or brought in from
other producing areas. These factors no doubt tended in varying
degrees to bring about differentials between prices at auction and at
private sale.

Table 16 is based on the daily delivered price in private-sale markets
of Northwestern Winesap apples, Extra Fancy grade, sizes 96-163,
expressed as a percentage of the corresponding auction price. The
range of percentages shows clearly that for the period covered by the
data, successful use of New York auction prices ss indicators of private-
sale prices depended upon an adequate evaluation of such factors as
those outlined in the preceding parsgraph. The auction prices were
not in themselves conclusive indicators of prices in private-sale areas.
Efforts to obtain more satisfactory results by comparing each suctinn
price with the private-sale price at various intervals of several days
later in order to allow for a possible lag between auction- and private-
sale prices did not indicate that such a lagged relationship existed.

Efforts were made to obtain data covering suction and nonauction
sales of Florida citrus fruit, which would be useful for this phase of
the study. Such data as were obtainable were reduced to an [. 0. b.
Florida basis, were for monthly periods, and were not on an individual
size basis for private sale transactions. A factor of unknown weight
enters into the use of {. 0. b. citrus price data from the ares because of
differences in rail, water, and motor truck transportation charges, all
of which enter into the net return figures, thus voiding the possibility
of price comparison unless prices are built up directly from account
sales. A gimilar effort in the field of Emperor grape prices was un-
preductive of a sufficient number of comparable auction and private-
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sale prices to permit the determination of results of any material

value.

TasLE 16 —DstrisutioNn of Dany Deviverep Prices Per Box oF
NorTewesTERN Extra Fancy Winesar Arries, Sizes 96-163, Sowo
AT PrivaTte Saie mv AvcrioNn TERRITOGRY, EXPRESSED AS PERCENTAGES -
oF CorreseoNpING DaiLy AucTion Prices, JANuary 2-Apri 22, 1935 ¢

1]
Daily delivered pri-| Number of dave ou li Daily delivered pri- | Tumber of 538 00
vate-sale price in prices were in the a & pmfee 1B | nrices wers in the
perc;ré?gergfe&lm' indicated percent- perc:;:}?ﬁ.;:}:u& indieated percent-
P age group age group
826- B5.0______. i 100.1-102.5 ... 3
85.1- 875 .. ___ 2 162.6-185.0_______ 8
8§7.6- 9006_______ i 105.1-107.5_______ 7
a0.1- 92,5 ______ 4 197.6-110.0_______ 7
926 95.8_______ 7 110.1-112.5_______ 6
95.1- 975 ___ 8 1126-115.0_______ 3
97.6-1000_.__.__ 7 * 11531176 __. 1

1 Privato sales made in following Slates: Comnectiont, Jllinois, Maine, Massachusetts, Michigan, New
Jorsoy, New York, Ohio, Ponnsylvania, Rhods Island, Vor t, and Wi Dsia obinined from
price reparts of Bureau of Agricuitural Economics, F. 0. b. prices converted to delivered basis on estl-
mates of type of frolght service used furnishsd by Wanstchee VaHey Traffic Associntion aad Yekinm Trafic
and Crodit Associstion. Auction prices obiained from pricetealized catalogs of one suction company in
New York., Auction dsla inchide 207 ¢ars and privato-Ssale dala ¢over 518 cars. Thers were 65 zales days
during the Fanuary 2-Apgril 23, 1935 perfod for which price comparisons conld be made,

Auction Prices as Indicators of the Market Price

From the price comparisons developed in this study, the conclusion
follows that over short periods of time, such as one week, auction
prices are not {0 be regarded implicitly as definite measures of the
final prices to be obtained in all markets, both auction and nonauction.

_ Different factors momentarily may cause variations in the prices to
be obtained in the various markets. These factors relate to fluctus-
tions in the supply of the commodity, brand preferences, competing
fruit situation, local consumer purchasing power, quality, including
shipments which are off-condition, and other more intangible causes.

Price quotations and final prices realized are determined on a basis
of the experience and skill possessed by soller and buyer. Economic
analysis of short-time price fluctuations has not as yet proceeded to
a point where it is possible to determine accurately the exact price
at which a2 commodity can be sold. Under these circumstances,
there is no dgubt that the course followed by auction prices and the
response in auction markets to changed conditions of supply and
other price-determining factors are of highly significant value to
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sales managements in determining the approximate 'market trend
and current price levels of & commodity sold both at auction and
private sale.

The necessity of properly gauging the quantities of the commodity
to be offered for sale on each market, if prices to be obtained in
both suction and nonauction marketa are to be kept within a reason-
able range, has already been pointed out for California Valencia
oranges. It follows further that it is desirable to have a price-
registering mechanism, such as important auctions where sufficient
quantities of the commodity are sold, to constitute a reasonable
indicator of the current price. The concentration of quantities of
the commodity offered for sale and the bringing together at one
point of a substantial portion of the buying trade in each of the
guction markets make possible an immediate determination of the
price situation in the larger markets. Lacking such & price-registering
mechanism, the problem of determining quickly a rensonable basis
of price quotation for a large marketing organization selling in many
markets on & basis of {erminal price could prove to be difficult. The
problem would invelve the job of bringing together widely seattered
observations from sales representatives in many markets, Numerous
fruit and vegetable commodities not sold by the auction method
present this problem to sales managements, Comparative advantages
of such procedures have not been a part of this study, notwithstanding
their importance to sales managements confronted by the lack of
determining which of slternative methods of selling should be em-
ployed.

Prices in auction markets have been shown to be responsive in &n
important degree to changes in the local supply situation. Sales
managements charged with the responsibility of selling large volumes
of fruit have found it necessary in order to obtain the highest possible
total returns to keep all markets on as nearly a uniform price level
as practicable. This policy implies that supplies will be placed in
the various markets in & manner which will result in the same price
in the several markets. This principle, recognized by outstanding

“sales managements in the cooperative field, has been dealt with in

detail in a study of Tokay grape marketing (8, p. 58). Practical
marketing considerations require that this procedure be foliowed
insofar as possible.

In connection with this subject, it is worth while to call attention
to recent. studies {(/0) which suggest that the maximum returns for a
specific erop can be attained by controlling distribution to the various
markets in such manner as to take advantage of the different demand
conditions. Such & procedure may imply that different prices for
thé same commedity would be in effect at the same time in various
markets, provided the markets were independent to the extent that
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physical transfer of the commodity between them was not practicable
from the standpoints of costs incident to the transfer and the loss in
quality incurred because of the extra handling. Application of thig
principle is dependent upon the satisfactory solution of a number
of difficulties. In the studies previously referred to, it has been
also pointed out that applicetion of the principle is dependent upon
adequate data and the necessary facts relative to demand eonditions
in each of the markets, and further that “there appear to be fow
studies which are detailed enough and exact encugh to serve as
accurate guides to inter-market distribution” (70}.

Pending the development of such guides, the practical marketing
policy eppears to be one which results in the maintenance of prices
on as uniform a level as possible. An application of this principle
is illustrated by the analyses presented in this report. These show
that, with very limited exceptions, pricea of California Valencia and
Navel oranges and lemons in the various auction markets have con-
sistently masaintained close relationships. Further, detailed analysis
for one season shows that weekly auction- and private-sale prices of
individual sizes of an important commodity, California Valencia
oranges, have moved together quite closely.

Under existing conditions as disclosed by the varicus analyses
made during this study, it appears that auction prices of Celifornia
Velencia oranges constitute & reasonably satisfectory measure of
price in private-sale markets, provided supplies in these markets are
controlled. Variations in price between auction markets and private-
sale markets suggest that auction prices are not final and complete
indicators of the price at which total offerings of the commadity in
all markets will be scld. They serve rather as indicators of the price
level around which sales menagement and buyers at private sale reach
& final price agreement which takes into account such considerations
28 local demand and supply conditions, differentials in brand prices,
condition and quality of fruit, and other factors. Auction prices
-thus serve as indicators of price, but because they also reflect the
demand and supply conditions prevailing in the individual operating
area of each auction cenfer, they cannot function a3 complete indi-
eators of price within other market areas.



Operating Aspects of
Terminal Auction Companies

N EXAMINING auctions as distributing mechaniams, it is de-
sirable to look at them from such standpointa as (1) relative
importance of each class of purchasers buying at suction, (2) the
number of commodities purchased by individual buyers, (3) amounts
of representative commodities purchased by auction buyers, {4)
number of sizes of representative commodities purchased by buyers
grouped according to quantity bought, (5) frequency of purchase,
(6) customers purchasing from more than.one auction, (7) relative
importance of receivers, (8) auction company ownership, {9} units of
sale, (10) auction selling and handling charges, and (11) attitude of
buying trade toward the auction methed of sale.

Other aspects having to do with operating efficiency of the auctisn
method of selling will immedistely come to mind, such as {1} fair
and representative sampling, although auction sales are on an “asis”
basis, and not warranted to be fau'iy represented by the packages
open for inspection, (2) whether prices are identical for the same
quality of merchandise offered concurrently on the same auction by
different shippers, (3) collusion amoeng buyers, (4) abuse of the divi-
sion privilege, (5) price adjustment policies where several buyers
purchase portions of & single line at a substantial range in prices, and
(6) whether position on the daily auction schedule is an essential
factor in produeing differences in price.

1t is readily apparent that questions of this type can be determined
only by observation and study st the time sales are made. Evalua-
tion of such factors and conclusions as to whether they operata satis-
factorily or in a manner adverse to shippers’' interests must, for the
most part, be dependent upon watchfulness of shippers’ auction
representatives. In a study of the scope of the present survey, it
has not been feasible to provide for the collection of the details neces-
sary in attacking problems of this type.

Relative Importance of Each Class of Auction Purchasers

In table 17 are presented percentages of the distribution of auction
company billings of sales to different types of customers. Any analysis
of this kind contains a considerable amount of approximation since
many members of the fruit and vegetable trade perform more than
one kind of marketing function, such as jobbers who also act at times

48
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as buying brokers or carlot receivers. For the purposes of this study,
each buyer was classified according to the type of service which repre-
sented the principal portion of his business.

TasLe 17.—DistriBuTioN oF AuctioN Company Briiines To DiFrex-
EnT Tyres or Customers ¥ 10 Marxers, 1934-35¢

Cin- Phila-

Tovearsuomses (21 B | | G | | P | TR Pl 2
L. 55810275820 W40 8] 58.0] 80|87 75
L2203 o A" 28| ®p] 4.4] 6.8 5: 7.3 3| WmI| 1B 0.5 a5
Buying brokors 3 __.. B4 4.0 .3 .2 8.0]10.6] 128 36 |aen. - 7.9
Motor truck Jobbers.. ... B 841147 .B 28 .81 LB .2 B 4.2 2.3
Epecialty frult and vegetable

stores. ... . 3.5 [ 7% 3 F—— X ) S X ¥

Retall stores (independest).-.{ 186 2.6] 2.3} &Y |..caa-- L | F— 84| 29f 52| 23

Poddlers and pushearts. .. .. 8] 22 .11 A8 L8] 401 .3 W2 S .7 4

Wholesals grocers. ... 2.4 .5 ) V-3 FURUEION. S B S P L3 .2
Migeollanoous and uneisasl

fedt . nccmcmmeranne i1 28 21 L2 Wi 3] 5.4 .3 i LB 31

b - 10600 (106.0 J100.0 [100.0 } 100. 0 1100, 0 {100.0 1 100.0 | 100D {1060 | 1G4

t Data for companies located in Baltimore, Boston (2 cornpaniay), Chicagoe, Cineinnati, Cleveland, De-
trodt, New York (2 companies), Philadeiphia, Fittsburgh, and 8i. Louls. Percentages based on transsc-
tions for woeks of Sept. 10-156 and Deo. 1013, 1684, and Mar. 11-18 and Juns 10-15, 1935, for all merkeis except
Beston. Boston figures for 2 companies based en 2 1835 weeks only. ‘Total value of transactions for 4 wesks
was $8,812,006.

¥ Auction custorners were classified as to types by euction company mansgers, credit managers, and
others, Buyers were olassified sccording to the t¥pe of the priocipal pertion of their business,

E All purchases by buying brokers or otbers scting as buyor represenistives, wherever auction company

billing is made direct to the principals, have been included In the oustemer group to which the principais
belong.

¢ This item ineclzdes cesh sales which have not been distributed to type of customer. Almoest $0 percont
of the undistributed amount of this item represents tolals of the 3 New York sustion soncpanies,

The figures in table 17 sre illustrative, however, of the use made of
the auctions by various types of distributors. Retailers and others
such as hotels and restaurants, steamship lines, etc., use buying repre-
sentatives to & considerable extent in acquiring their supplies of
aunction commodities.

The activities of buying brokers are in some instances somewhat
obscured by the scheme of tebulation followed in table 17. All
auction purchases have been distributed to the various customer
groups wherever billings were made direct by the auction company
to the customer even though purchase was initially made by a buying
broker or another representative acting in the capacity of & buying
broker. Gther members of the trade, such as jobbers, sometimes act
as buying brokers, for undisclosed principals,

In some markets, buying broker activities are negligible. In others,
significant proportions of the business of these auctions are carried on
through these operators,
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Number of Comn;oditiea Purchased by Individual Buyers

While the type of customer is of importance, informstion regarding
the number of commodities he buys and the size of his purchases is
of more importance to the seller.

In table 18 is shown a distribution of the commodity purchases of
1,084 separate buyers of 10 auction companies located in 9 markets
other than New York. The data for the two companies in New York
are presented elsewhere as they were not obtained on 8 compareble
basis. The analysis covers a 1-week peried, March 11-15, 1935, and
ineludes all buyers who were classified according to the customer types
shown in table 17.

TasrLe 18.—Buvers or 10 Auction Comranies Grourep Accoxping
To Purcmases or CaurFoania Orasces anp Lemowns, Frozipa
ORANGES AND GRAPEFRUIT, AND NoORTHWESTERX ArprLeEs Durixc
WEeek or Mar. 11-15, 1935¢

Feroeriages of namber of buyers and vaiuw of parchesse

Catiformis Caitormia Fiorids Florids Northweeiarn
Caomrmaodities parchased ? GrRNgeS jemons orangns grupefruit appes

Boy- | P | Buy-{ Pur- | Buy- | Pur- { Bay- | Pur- | Bay- | Purs

et |chases| o3 [chases| etz jeb oy |chames | ers | chame

Bingie commaodity: ]

Celiforois orsngm only_. .} &7 2] e NN IR R I S
Caitforpiafemonmonly . | ... o] %2 30 .. ) e
Fuoridsorangeeonly_ .. _|.._.... ORIV . el A2 3 2 I AU F
Florids grapefruitonly. | ...... SO FOUNSIIN J R P ¢ I P B
Nonbwesmernsppdesonly| .| ... .}.. . L. ... [N S k& ] e8

Total singlecommodity| &7 28| 232 8| 63| 23 24 8l x8

2 commodity groap: §
CO,CL.reercceeaeea] 28 | 44 L %25 U ORI EUUN DU SR P

3

. PO . . . -1

FO PG, NWA. ..} . feeeoefcig ol 2.3 .81 23 2! 2z T
]

Total3commoditis. .| 28| 105| wo| nal| me| 77} 178| 22| ms! =&

Sew foot notes st snd of table.
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TasLe 18—Buveks oF 10 Avcrion Companies GROUPED ACCORDING
1o Purcrases oF Carrrornia Ozraxces anp Lemons, Froripa
OraNGEs AND GRAPEFRUIT, AND NORTEWESTERN AFPPLES DURING
Weex oF Mar. 11-15, 1935.—Continued

Pgroentages of sumber of buysrs and walne of purchases

Calllornin California Florids Florida Northwestarn
Commodittes purchrsed OTRNEES iemons TaIngLs oapairuit apples

Buy- | Pur | Buy- | Pur- | Buy- | Pur- | Buy- | Pur- | Bur- | Pur-
ers [chases| o= |chases | ers |clmses | ers jchases | of3 | chases

£ commpdity grogp: ?
€0, CL, FO, FQ____.__. 28] sof tzo] 14| 78] &3} 2| n3 | .
L0, FO, FG, NWA____ i B feeae .3 B8 1581 1.8} 188 1Ly
CO,CL, FG, NWaA___. 30| 34| 47] 24 e} 3.86] 23} 40 1.6
CO, CL, FO, NWaA ____ 52 79| s8¢ 79| &3] sBi._._.. cemeeae) B9 12.8
CL, PO, FO.NWA____ .} ... s 1.2 2.5 1.2 2% 1.1 i3 R

Totgl 4commodities.__{ 20.1| 27.6] B3| 29 30.0| 286 ; 323 | H.7| V¥ 2.8

S esmnmodity grogp: 3
CO,CL, PO, FO, NWA_| 31.5| 555 4.2] 604 ] 320] 7] 8.1 8423 414 .7

Total beommndities . .| 31.5) 855 | 48.2] 60.4) 320 | 0.7] 1] 4.2; 414 80.7

Total. ceemmerene.-.] 1000 1100.0 | 1609 | 100.0 | 1008 | 106.€ ] 100.6 | 100.08 | 106 | 100.0

t Datp from szetlon companks st Baitimore, Boston {2 companies), Chitsge, Clnclunati, CTleveland
Detralt, Philsdsiphia, Pittsburgh, and 5t Lokis,

1 Percentages of purchases of 5§ commodities by buyers incloded in this tabulstion represent 88.3 peresnt
of tial Californis atange transactions; 93.8 percent for Californis Ismons; 99.3 percent for Florids oranges;
9.5 percent for Florlds grapefrylt; and £6.2 percent for Northwestern apples. ‘Transactions omitted from
she tabulation ocjuds wrimatily railroad claims, and parcheses by individoals and others whe ame not
members of ihe Jocal distributing frads. Total value of 5 commoedities bonght by classified purchasers is
91.5 percent of tolal valne of all commodities sold by indicated suctions during the week of Mat, 11—,
1935. Daty inciuds tollowing number of boyers: California oranges, 846; California lemons, 55i; Florida
otauges, 332 Florida grapelruil, 717; Northwestern applag, 8434 A total of 1,084 individual buyers isrepre-
sented after aliminating duplications. Values of transactions on which percentages are based were: Cali-
farnia oranges, $411,007; Caliorsia jemons, 488,315 Florida orsnges, £229.564; Florida grepefruit, $102,458;
Northwestern spples, $125.400.

¥ Abbreviations refer to commodities shawn in VSingle<commodity™” gioup.

% Less than .i percant.

" The 5 commodities, California oranges and lemons, Florida oranges
and grapefruit, and Northwestern apples, on which table 18 is based,
comprised 91.5 percent of the total transactions of the 10 auction
compsanies for the week. The remsinder of the commodities sold
during the week were not used since all of the commodities were not
sold by ell 10 auctions. The 91.5 percent sample is, however, fully
adequate.

The buyers whose records were analyzed in order to develop &
measure of the extent to which auction customers bought more than
one commodity represented practically all transaetions of the 10 com-
panies in these commodities for the test week, in all cases accounting
for over 99 percent of the total.
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Seventy-eight percent of the total 1,084 buyers, or 846, purchased
Cslifornia oranges. While not shown directly as totals in table 13,
it can be determined that the 846 Celifornia orange buyers purchased
93.3 percent of ail the California lemons sold to classified purchascrs
during the week as well as 93.2 percent of the Floruda orangen, 94.1
percent of the Florida grapefruit, and 95.5 percent of the North-
western apples.

A further examination of table 18 reveals that 31.5 percent of the
California orange buyers, 48.2 percent of the lemon buyers, 32.0
percent of the Florida orange buyers, 37.1 percent of the Florida
grapefruit buyers bought all five commodities during the week.
These groups of purchasers acquired the major portions of the five
commeodities, equaling in all casea well over 50 percent of the amounts
sold. Generally speaking then, the larger buyers of each commodity
were also the heavier buyers of the four remaining eommodities.

In the New York auction market, the volume of transactions and
the large number of customers required a somewhat different approach
than in the nine other auction markets. The nature of the records
also eliminated for the purpose of the study the taking of a propor-
tionate sample of the detailed transactions for the two auction com-
panies on this market.

Results of the analysis showing the extent to which customers of
the two New York auction companies purchased one or more com-
modity groups for the week of March 11-15, 1935, are presented in
combined form in table 19. Duplications in customer count arising
from purchases from the two companies have been eliminated, leaving
& total of 885 buyers.

It wili be noted that for Western deciduous and California and
Florida citrus, purchasers who bought from a single comimnodity group
were limited both in number and in relative importance of the quan-
tities secured. Tomato and banana buyers tended toward buying one
commodity only. If tomato and banana purchases are not taken into
consideration, and if the purchases of buyers who bought during the
week in the three-commodity group are combined, it will be found
that these buyers eonstituted 83.7 percent of the Western deciduous
purchasers, 82.8 percent of the California citrus, and 79.2 percent of
the Florida citrus. Their respective purchases of these commodities
totaled 92.8, 92.1, and 92.9 percent of the total of all purchases by
classified buyers during the sample week.

it is quite evident from these analyses of the number of com-
medities purchased by New York auction buyers and in the nine other
auction markets that a very substantial volume of auction sales is
made to purchasers who buy & number of commodities rather than one
or two. From the standpoint of cooperative associations employing
the auction method of sale, this fact has especisl significance. While
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TanLe 19—Buvers or 2 New Yorx Averion ComraNies Grouren
Accorping To Purcuases or WesTEry Decmovous, Cavirornia
Crrrus, Froripa Crtrus, TomaTors, aNp Bananas Durine WEEK
oF Mar. 11-15, 1935

Percentages of number of buyers snd vslue of purchases

. dﬁﬁt&s Cimh Florida citras{ Tomatoes Bananas

Dommodities purch

Buy- | Pur.- | Buy- | Pur- | Buy-| Pur- | Buy- | Pur- § Buy-| Pur-
ers fchases| ors |chases] ors |chases| ers |chases

Bingle commodity:
Western deciduous only..! 7.2 €2
Callforniaglirus only 1 |-——o—.
Flortdacltrasenly. ... (... o|--
Tomatoes coly —.vvunns - I A IO, 29.2) 465 1..-nne-

Totalslnglecommedity.| 7.2 42 37 10 -4 21 80.2] 4.5 8.1 B6 1

2commodity group: 7

Tata) 2 cemmmodittes. .. 6.4 24 111 6.6) |7 4.5] M1 &2 5¢ 8.4

Secmmeodity group: 1

Teial 3 commodities., .| 524 | 47.7{ BL4]| BL7| 48.5] 486 5.3 £3 .8 18

4 cothinodity group: ?
WD,CC,FC, T...o.....} 28.8( 20.1§ 26.5| 59| 25.2] 3.4} 4.0] 857 |.ame- RS
WD, CC,FC, B 4.7 81 47 5.4 4.5 L %1 cameeaf 8.3 49
CC,FO, T, Beereecnfereeeefoaaenes Bl & 3] &8 R3] 4 .3

Total 4 commodities . ¢ 3.8} 358 3.3 35| 30.0| B62] +4L.5| 35.7 4.7 52

& commadity groap: !
WD,QC, FC, T, B......} 25 10.8 25 4.3 2.4 8.4 39 5.3 3.4 25

Tolal § commodiiles...] 28] 106 F3] 2.3 24 8.6 3.9 5.3 34 2.5

Total oo - [ 1060} 160.0 | J00.D | 1000 | 190.0 | 160.0) 1600 | 100.0] 10.0] 080

1 Purehased of Western declduens fruit represent 93.8 porcent of total tragsactions for the week; California
eitrus fruit, 05.6 percent; Florida eitrus fruit, $4.5 percont; tomatoes, 93.3 porcent; bangnas, 106.0 percent.
Fransactions amitied frem the tabulation inciude primarily sales to cash costomnars, railrmad olsims, and
putchases by individuais and others not members of the Jocal distributing trade. Total valus of 5 oom-
modities is 06.0 pyroent of the tolal velus of all-commodity tranwections of New York auctions during the
week, Diatainclzde the following aumbar of buyers: Western deciduons, 316; California citros, §23; Florida
clitrus, 337; tomatoes, 207; and bansnas, 250, A total of 653 buyers is representsd after eliminating duplics-
tlons. Valums of transsctiony on which percentages jn table are based are: Western deciduous fruit,
$135,47; Callfornia citrus fait, $191,208; ¥orida ¢itrs frult, $376,088; (ematoes, $154,10%; bananas, $107,848.

T Abbroviations refer to commaedities shown In “Eingle-commodity™ group.

3 Lous than 0.1 percent.
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the conclusion is based on 1 week's transactions only, inspection of
the purchase records for the remaining 3 weeka for which data were
obtained showed definitely that quite similar results would be found
if the data for these weeks were subjected to the same form of analysis.
The study demonstrated that the majority of auction buyers purchase
& number of commodities in order to take full advantage of the time
and effort required to inspect suction offerings and attend the sales.

Quantities Purchased by Auction Buyers

One of the important considerations with respect to sale at auction
relates to the quantities purchesed by individual buyers during a

TapiLe 20.—Avuctiox Buyers oN Eicat Marxetrs Grourep Accorpe
in¢ To NuMmBer ofF Boxes oF CarirorNia Navetr Omances Pur-
cuasep During Week or Mar, 11-16, 1935°

Buyers purchasing Quantity purchased

Boxes purchased

Cumu- Cumu-| Aver-
during week Per.

: Per- h
- lative intive ags
Num-| cent- B cent- bos
ber | age of { PET- Xe8 | ggeof | POT~ i

cent- cen
total | total lg:' bﬂ';‘;r

100 .. 300 5.0 b4 & ig, 791 127 127 43
101-208_ _ ... 148 20 4 75. 0 21, 235 i6. 1 28 8 145
201-300.  ________. 81 85 B3. 5 15, 039 il. 4 40. 2 246
301400 _________. a3 4 6 B8 i 11, 267 85 48 7 841
401-50G. . ... ___. 29 41 92.2 1 13,035 9.9 58 @ 449
531600 _________ 14 29 P4 2 7, 541 87 84 3 539
601-700 ________._ 8 1.1 95 3 5, 186 39 €8 2 848
T61-800. . ____.. 8 1.3 96. 6 4, 781 51 73. 8 753
S81-900__________. & .8 97. 4 5, 100 390 77. 2 850
901-1,000__._.____. 2 .3 97. 7 i, 920 1.8 787 960
1,001-1,100_______. 4 .8 P8 3 4,313 33 82 ¢ 1,078
1,181-1,200 __._.__ 2 3 98. & 2,218 1.7 83.7 i, 109
1,201-1,300__.__._. 2 .3 98 & 2, 485 19 85 & 1, 242
13011400 _____ .. 2 .8 89 2 2778 21 a7 1, 350
140-1,800 e e e s
Over 1,5009_______ é 81000 18, 237 123} 100. & 2, 766

Total .. ._... ¥i4 1 100.0 1 __.___ 131,926 { 100.0 [ ___... 185

& Tsbulation incindes snction companies at Baltimore, Bosion, Chicago, Cleveland, Detroit, Philsde}-
phis, Pittsbargh. snd 81. Louis. 1f Cleveiand is eiiminated from this tabulation in order to inchude only
thase auctions shown o table 21 for Californis Valencis orunges, 1 is found that there sre no significant
changes. Accordingly, the larger aumber of markets is used.

# This greup incindes buyers as follows: 1,500-1,900 boses, 2 buyers; 2,000-2,100, 1 buysr; 3.500-2,960, 1
bryer; 5,480-5,500, 1 buyer.

¥ Total represents over 9 percent of alt suction transactions in this cotnmaodity for the week, [tems joft
out inctude sales ia anctics employees and others, snd bozas for which size data were Dot feadiiy svalinble.
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relatively short period of time. One week was taken for the purpose
of inquiry.

An analysis of weekly purchases of Californis Navel oranges by
buyers on eight auction markets during the week of March 11-16,
1935, is presented in table 20. This tabulation brings out ths fact
that over 90 percent of the 714 buyers purchased less than one carload
of 462 boxes of California Navel oranges during the week. The same
group of buyers purchased only 58.6 percent of the total number of
boxes sold. This leaves 7.8 percent, or & total of 55, who purchased
the equivalent of a carload end over during the week. This group,
however, bought 41.4 percent of the total number of boxes sold during
the week in the eight markests.

Tasie 21.—Avuction Buvers on 7 Markers Grourep Accorping To
Nuueex oF Boxes oF Canrrornta Varewcia Orances Purcmasen
Durine WEEk or June 10-15, 19351

Buyers purchasing Quantity purchased
Boxes purchased Per- | Cumu- Per- | Cumu-! Aver-
during week Num- gent- | lative cent- | lative | age
ber age per- Boxzea age per- | boxes
of eent- of cent- per

total age total age | buyer
=100, . e meeeeos 310 | 446 44 6| 15 108 8BS 85 49
161-200. . ______ 154 | 221 66.7| 22,211 125 210 144
201-300__________. 73| 10.5]| 77.2| 18019 16.2)| 31.2 247
301400 _ . ____.._. 38 5.2 824| 12327 70| 382 342

401-500_ . ________ 32 46, 87.0| 14418 81| 48.3 450

501-800....____._. 12 1.7 887 8, 613 3.7{ 5.0 551
BOI-700__ . __ 22 &1, 9.8 | 14,280 81] 5881 649
701-800._ ... 11 1.8 934 8,078 48] 627 734
801-900__ . _.__.__. 3 L1} 945 €, 913 ‘38| 66.6 884
801-1,000. ________ & .87 951 3, 785 21| 67 947
1,001-1,100._______ 2 .31 954 2,058 L2 69.9] 1,029
1L301-1,200 . _.____ & .8 96.2 5, 627 32| 731 1,125
1.201-1,300._______ 4 .8 96.8 4, 947 28| 7591 1,237
1,301-1400________ 7 1.¢; 97.8 83716 53| 8L2] 1,339
1,401-1,500________ 2 .3] 9881 2, B6Z L8| 828! 1,431
Over 1,5002_______ i3 1.9/ 100.0] 30,3873 17.2 | 100.0 ] 2 337
Total___.___ 685 | 100.0 ;... ___ V177,022 1 100. 8 |.._..... 255

t Tabolation is8ludes auction companise at Baltimaore, Bosten, Chicago, Detroit, Philadelphia, Piits-
burgh, aad Bt, Leuis.

+This group includes buyers as follows: 1,561-1,600 boxes, 2 buyers; 1,801-1,700, 3 buyers;: 1,701-1,508,
3 buyers; 1,801-1,900, 2,401-3,500, 2,801-2,700, 4,851-4,900, snd §,201-5,300, 1 buyer sach,

1 T'otal includes all salox sxcept 571 boxes sold to “unclassified” purchasers,
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Similar results were obtained for Cahfornis Valencia oranges sold
during the week of June 10-15, 1935, as shown in table 21 for seven
auction markets. The tabulation s bused on 99.7 pereent of the
sales of this variety of orange made on the seven auction markets
during the week. About 87 percent of the 695 auetion buyers pur-
chased less than one carload each per week. This group of buyers
purchased 48.3 percent of the total quantity bought by all purchasers
included in the tabulation. The remaining 53.7 percent of the com-
modity was bought by 13 percent of the buyers whose average pur-
chases ranged from 551 to 2,337 boxes.

For Northwestern Winesap apples in boxes during the week of
March 11-16, 1835, there was a total of 303 buyers, all of whom
purchased less than one esrload of 756 boxes. The range of averags
purchases was between 42 snd 595 boxes, ss shown in table 22.
Almost 80 percent of the buyers purchased less than 100 boxes of
this one varlety during the week.

In the New York auction market data were compiled on a dollar
basis, as it was not practicable from the standpoint of the Division to
bring the information together on a box besis, because of the large
volume of transactions. Accordingly, the data for New York buyers
are shown on the basis of value of purchase rather than quantity.

TabLe 22.—Avuction Buvers ox 8 Markers GroureEp AcCCORDING TO
Nuuser oF Boxrs oF NORTHWESTERN WINESAP APPLES PURCHASED
During TrE WEEK oF Mar. 11-16, 19351

Buyers purchaing in- Quantity purchased
Boxes purchased “ . 3
during week . {]-;ltt‘:lvi_ S’;ﬁ:{:‘ Aver-
Num-{ Peor- Per- age
ber | cent per- Bozes cent per- | hoxes
" | cent- eent- per
age age | buver
1000 e 240 79.2 . 70.2 16,040 | 448 14.9 42
0200 . __ 41 i13. 5 827 5,776 25 8 0.7 141
01-300_________ .. 15 5.0 97. 7 3, 573 16. ¢ 85 7 238
301408 ___________ 3 1.0 98. 7 1,013 45 812 338
401-300._ ... .. 3 Lot 99.7 1, 385 2 074 462
501-800___________ 1 .3 100. 0 595 28| 1000 503
Total .- 303 | 100.0 ] .___ 22,382 1000 | ______ 74

i Inchides ametion markets a3 follows: Baitimore, Bosten (1 compuny only), Chioags, Claveland, Ds-
troit, Phifadelpbia, Plttshurgh, and St. Louis, Size groups as follows) 64, 12, 80, 88, 100, 113, 126, 138, 150,
163, 175, 186, 198, 218, 234, 252.

-
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The facts revealed by table 23 arc similar to those brought out in
tables 20, 21, and 22. For example, the first three groups of Western
deciduous buyers, or 75.3 percent of the toial number of purchasers,
bought 35.8 percent of the total amount of this commodity group
handled by the two New York auction companies during the week.
For California eitrus, the corresponding percentages were 72.8 and
33.4, and for Florida citros, 48.1 and 11.3. Table 20 shows that 75.0
percent of the purchasers of California Navel oranges in eight auction
markets bought only 28.8 percent of the total quantity of this com-
modity sold in eight auction markets. Similar figures for auction
purchases of California Valencia oranges in seven markets during the

Tasrte 23 —Distrigvtion oF New York Avuction Buvers Accorbing
To WEEKLY PURCHASES oF WESTERN DEcipuous Fruit, CALIFORNIA
Citrus Fruit, axp Frorma Crtrus Fryuit Dumine WeEx oF Mazr.
11-16, 19351

7
Western deeidu- I California citrus Florida citrus
aus fruit ; fruit fruit
Amounts purchased —- - i i
weekly ?ereen;— Perccn;— Pcrceszg- ??ercen;w fPer::en;'.- 'Percegft-
€ G 8 O BgE O 0l e O e
gﬁyers a;gales bgyers i ?;ﬂees ggyers i‘tfga.hes
: !

: : {
®1-8200_ . ___._.___. 367 7.3 2R B § 4B § 231 23
$201-%400_ . _ ____.__... 251 15. 3 25. 7 12,9 12 5 35
4013600 _ .. .. 13. 5 182 18. 6 15. 7 12. 5 5 58
$801-8800. _ __ . .- a7 14 5 48 7.8 77 4 8
S801-$1,0006_.__ _______ 4 4 7.9 82 9 4 8.2 73
§1,001-81,200_.______.] 3.5 7.8 3T 8. 8 47 48
$1,200-51, 400 ... 1.3 33 3.1 6.7 4.4 53
$1,401-81,800________ L8 4 8 .8 2.4 59 68
$1,601-$1,800_ ______. .8 2.3 L8 45 15 23
$1,801-82,000________ .9 3.6 ] 3.0 39 65
$2,001-82,200________ .3 1.3 .3 1.1 18 33
$2,201-%82,400 . _____. .8 26 .o 24 49
$2,401-%2800_ ______ .3 1.7 .9 3.8 24 53
$2,601-$2,800________ .3 LT .9 4.1 L2 2.9
$2,801-53,000_ . _____. .8 1.9 .3 1.5 1.5 239
Over 33,0000 _________ -9 11. 5 L6 15. 4 8 2 30. 8
Total . .. .___ o100 0 1. 0 1063, O i60. 8 100. 0 100 ¢

H t

f Weekly purcheses reprecent amounts beught on both New York suctiovs. Duplicstlons in huyer
count arising thraugh purchases on hoth gnetions by & single buyer have heen eliminaied. Purchases
of Western desfdunus frizit reprasent $3.8 percent of the New York auction trapsactions in this eornmodity
groun for the wesk; Cabifornis eltrus frult, ¥5.6 percent; Floride cltrus frult, 94.5 percent. Transsctions
omitted include primarily salss tu cash ¢ustamers, purchases by individoals sad others not rsembers o
the local distributing trade, and amaunts lovolved in railzoad claims. Numbers of buyers were as follows;
Western deciduous fruit, 319; Cslifornis cltrus fnil, 323; and Florida oitrus fruit, 337, Heler also jo table
12, footnote 1.

349328°— 89 —3
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TasLe 24.—DisTriBuTion or AucTion Buvems Accoaping To Num-
ser of Boxes or Sreciriep ComuoniTiEs Pyrcuasgp During
Weex or Mar. 11-16, 1935 ?

Pereantage divirihation of zoction buyers in sach markst
secoedd

Kum- ux 40 DumMber of boses purchaned Trtal
Commodity and anetion | 4. ¢ nem;
rasrket buyars} §- }5i-1 §- (10112041908 R N L """|
80 J1onl 100} 900 | 2001 «0n | aen | 8o | TON | Aon | 000 1,000} oo
Califorals ersnges:
Padtipore. ... lisjo] 2} 2] s sl 4. L. 1] -] &7
BostOB. ... ool wsimiomim]|®mt af 2 2] 87 1§ 30 }.... i) v.m
CCARD. .o eemeee - ss) slu|njoiafjni s] ¢« o) 4{ 8§ 1| s} sz.m
Clpcinnsil. .. weiminis) 7y &) Vo |l e cee} 4 9TR
misinfjeiaf s] 27 rf . ). -] 3t 2] e
Binis{Eiss 8] 8L 9] 2} 1§ 1}. | e s
i M T3] 8} 4] 1] 1] 4 1l 1] 1wy
miowlanyniw] g £ 1.3 1]t ML 1] 1Lem
™ WM (0] T 4] 3] 8 7 2] 14 637
B46 43 18 (MWt g 51 8] 1) 1y 1] Liml 2|z
ST miis|es] 4 4 3 Ll efeeed o) 20N
wrinlzm|mil s 21 1. B I 35 T .| s
il BT iIst 4. ... ¥, W%
mejMjwjinriel 87 2 1] ¢ . I R
B |eianjreitn] o) 1) 1] .. 1} a&3;m
Wisifw Wiy 3 Lol ke 2.90)
i imiisiiTim) 31 2 2{ 3] 2; 8 3| s
"Pletsbeargh ........... ssisofmsireine) 7] 1y 2| 11 3} 1 55
Bt Lowis _____ - sinijwigs s a ) 7. f.. )10 MRS
gyl i 7] 4t alilmle i1 pA s
e18m; Tie] 51 ..l L..].. . S T .- L. 183
mimialeiel vi._41 . 1. . §1, 440
@ i mlrind o] 4. L. ... 1, 108
12 |67 17 (82 28 1} L.l ] Ll ] Tom
6w miesy 2 b1z .. ... 1{ 7M3
Bi@din|miw] 2b_F &L 4. oo b ™
e ls7isriaiwliwe) 1§ ¢ 111 i i s
Bioiefas) R| i)t ¥ i EX 1
R0 | 3 3 . 1. . L.} LM
T misisiil ¢ 1 1fmimim|m 1| ;e
iR TS0 S SO ST AU SO FUUIN SO FUNUN S AU "M
W82 o | TALIE T Y ot ¥ oy ] st L4 | 8T
il o midis o] 4 2| 12 saam
B 84 misr] 7] 1) b} o4 i bbb 5™
Bisiwin of 7} 1 ¥ - 7.
BiMintez; 4] 4f . 4. boebend ! 2em
moiasizierie] ol 1] a4 L 3 T N 1] $57TH
56166413 M2 40 &0 .o b ... - 2.4
mi2Z w2 n{ s ) 2] §2 U 8, 9%
s3lewin|jwiul sl ziai 2l fmimi 2| man

} Bayers include only those whose names appeared on the sccount records of the stuction pompaniss.
Quantities represented by the tebulstion exceed % pervent of total transections of eack of Lhe four enmmend-
mummmmusnommmamumm-mmmm
manbers of the trade, L. ., sustion-coiipany smpioyess, recelvery, ste.

1 Peromntage representing 2 boysre wis Jeay than 3.0,

3 Percentage represerting 4 bayers was leas timn 3.0,

t Pervectage representing 2 boyem wa lam than 1 0.

i Paresnitsge representing § buyer was iaes thes 1.0,

Souree of data: Auction compeny records,
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TasLe 25.—NumBeR oF Avction BuveErs anp AvEracE NUMBER oF
Boxes oF SreciFiep ComsobpiTies Purcrasep Durine WEEx op
Mar. 11-16, 1935 ¢

Callfornia Californis Flatids Florida Northwestern
OrRDERS jemons Oranges Erapefruit spples
Auction
. Num- | Boxes | Num- | Boexes | Num- | Baxes | Num- | Boxes | Num- | Boxes
berof | per [ berof | per | berof] par | berof | per | berof per
buyers | buyer | buyers{ burer | buyers| buyer | buyers| buysr { buyers| buyer
Baltimors _________ &3 2 44 80 87 “ 42 b % X
185 187 2 41 147 87 136 88 8 02
8 373 ] 101 78 181 44 7L 7® 28
3 £5 81 30 116 85 125 58 3 k]
&8 154 [ ] 58 BS 8 ] 5 < &8
75 252 41 58 30 53 7t 3 7
126 138 2 &8 181 24 138 118 136 121
Bl 145 58 o) 85 i Fi ] il 5 o8
0 2 » 38 58 58 = 45 6 148
Total. oo £45 148 551 56 832 115 757 8¢ M3 138

t Bee fostnote 1, table 24,
Eource of dnta: Auction company records,

week of June 10-15, 1935, were 77.2 and 31.2. The relative impor-
tance of auction buyers according to the volume of their purchases is
quite well established by the various tabuletions. Itisapparent that
when 1 week is taken as a base, auction buyers are overwhelmingly
not cerlot purchasers of single commodities.

Tables 20, 21, and 22 show summaries. for several markets. As
there is considerable variation apparent among the different markets, -
more detailed information is presented in tables 24 and 25. Table 24
shows auction buyers of California and Florida oranges, Florida grape-
fruit, and Northwestern apples grouped according to quantity pur-
chased. This table, together with table 25, discloses the extent to
which auction purchasers are buyers of limited quantities of important
suction commodities when & single week is taken s & fime unit, Cali-
fornia oranges are customarily loaded 462 boxes to the car and lemons
348 boxes. Florida oranges and grapefruit are ususlly loaded 400
boxes to the car, while Northwestern apples are shipped 756 boxes to
the car. There are departures at times from these figures, but they
will serve to demonstrate the significant extent to which auction
buyers are less-than-carlot purchasers.

Number of Sizes Purchased

A somewhat different phase of the analysis of purchases by indi-
vidual auction buyers is found in teble 26. 'This tabulation is based
on the number of different sizes of California Navel oranges bought
by individual auction buyers on eight markets during the week of
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TasLe 26.—Auction Buyeks oN 8 Marxers Grouvren Accorping To
Numser of Sizes or CauirorNia Navel Ourfczs Puxcuasep
Durine Week or Mar. 11-16, 19351

Buyern purchasing Quantity purchased

.‘g:m%!:rbof nizel:; A
eac . . verage
pu;::issery&uring Num- Per- {%:L';:t: Per- (l:ti‘:;‘: number
week ¥ cent of Boxes | cent of of baxes

ber | iotal | _Per- total | P71 per
centage cenlage buyer

) 143t 20,0 20,0 | 3 5w 27 7 25
- S 128 179 ] 87.9 | 6 008 52 1.9 54
S 120 7 16. 8| b4 7 | 14,192 1.8 187 118
& el 75| 10.5 ] 652 | 13 330 19 1 25 8 178
SRR 65 91] 74318857 143 43. 1 200
[« RPN 83 88 83.1 | 14,922 11. 3 54 4 237
SRR 40 56, BRT7 | 15594 1.8 68.2 390
- J S 31 44| 9031 | 11,205 RE| 747 361
| S 20 281 959 | 13,590 1.3 850 %0
£ : S, 19 27 98.8{ 13, 464 1.2 | 95 2 kil
b SR 18 1.4 100. 0 8, 355 4811800 836
Total _______ 7i4 11000 {______. 131,920 | 100. 6 | .. _.__ 188

3 Data for agction companies st Baltimors, Boston, Chicago, Cleveland, Dairolt, Philadsiphia, Pliis
burgh, and St Lonis,

1 Size groupe wers a3 fallows: 50 and larger, 96, 100, 126, 150, 176, 200, 210, 2432, 20, 324, M4, 300, 203, snd
smallar,

March 11-16, 1935. This table revesls that the dominant portion of
the 714 buyers purchased only a limited number of sizes. About two-
thirds (65.2 percent) of the purchasers bought four sizes or less. This
large group of buyers, however, took only 28.8 percent of the tots!
sales to the entire group of 714 purchasers.

Auction buyers of California Valencia oranges in seven markets (zee
table 27) followed practicea somewhat similar {0 those noted in table
26 for Navel orange purchasers. Buyers of five sizes or Jess equaled
slmost two-thirds (64.6 percent) of the total 695 purchasers. They
bought, however, only 25.1 percent of the California Valencia oranges
sold by the auction companies in the seven markets during the week
of Juna 10-15, 1935. It was necessary, however, to reach down into
the group of buyers acquiring eight or more sizes before the cumulative
purchases of this commodity exceeded 50 percent.

An interesting point in connection with the data in table 27 is the
fact that the single group of purchasers buying nine sizes bought 25.6
percent of the oranges sold at auction on the seven markets during
the sample week. This group comprised but 7.3 percent of the total
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"TasLe 27.—Avcrion Buvers ox 7 Margers GroureEDp ACCORDING TO
Numser oF Sizes oF Cavrrrornia VarLENcia ORaNGES PURCHASED
Durine WEEK oF June 10-15, 1935

Bayers purchasing Quantity purchased
Igumg:rbcf Sizelf Average
o eat
ptfrc%a.seryduring 1 Num.| Per- ?;.ltli%‘: ) Per- ?:t_ﬁ‘;' number
week 3 cent of Boxes |cent of of boxes
ber | iotel | Pe- total | PeI- per
cenlage centage bayer
) S 87 125 125 2,618 L35 4 8 36
e ———e——— 87| 140 26.5| & B74 3.3 48 31
b S 80| 11. 5| 380 ] 8 852 3.9 87 86
- S 103 ] 148 52.8| 13,803 78] 185 135
L SRR 82 11, 8§ 64.6 | 15,314 86 251 187
SR 85 8.4 T4 0| 17,288 0.8 349 266
S 61 8.8} B25|26311) 148 49.8 431
B eiccmmm———— 44 6.3} BO.1| 158,104 10.8| 60.6 434
. SRR 51 73] 96.4 | 45303 | 2586 862 888
| £ S 18 27 99.1| 15912 9.0 852 837
5 L] .9 ] H0. 8 8, 573 4 8:100.0 1, 429
Total ____... 685 | 100.0 _______ 177,022 { 190. 0 |-______ 255

t Dgta for suction companies at Baltimeve, Boston, Chicage, Detroit, Philedelpbia, Plittsburgb, aad
3t. Louls.
* Slve gronps were a8 foliows: 50 and larger, 06, 109, 128, 150, 176, 200, 218, 252, 288, 344, 360, 302 and smaller.

buyers, whereas, purchasers buying five sizes or less bought a similar
amount {25.1 percent) but equaled 64.6 percent of the total number
of buyers. Both tabulations (tables 26 and 27) show that the greater
proportion of auction buyers purchase a very limited number of sizes,
thus emphasizing the fact that auctions fill specialized buying re-
quirements.

This tendency of auction buyers to purchase Lmited numbers of
sizes of a single commodity is even more pronounced in the case of
Northwestern boxed apples of the Winesap variety, as shown in table
28. Of the 303 auction buyers in eight markets, 50.5 percent bought
one size only during the week of March 11-16, 1935. Over two-
thirds (68.7 percent) of the total number of boxes bought at suction
during the week were purchased by buyers who desired only 1, 2, or
3 sizes,

The data presented in tables 20 to 28 inclusive disclose for limited
time periods some of the important characteristics of auction buyers
relative to quantities and number of sizes of some of the more impor-
tant auction commodities purchased by these buyers. The compre-
hensiveness of the sample lends weight to its significance as an indi-
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Tasre 28.—Auction Buvers on 8 Marxzers Grouren Accorbing 10
Numser of Sizes oF NorRTHWESTERN Boxep Winesar ArrrEs Pun-
cuasep Durine Week or Max. 11-16, 1935

Buyers purchasing Quantity purchased
Number of sizes A
bought by each . . _ | Average
purchaser during | x Per- %ﬁ"; Per- %‘;’tﬁ‘; number
week 2 UM | centage Boxes |centage af buxea
ber 1of total | PeF of total| P 1 per
leentage centage buyer
;SR 13| 0.6 50.5| 6,160 27.5| 27.8 40
S 82 27.1| 71.8] 6011 | 269 54 4 73
. PR 31 1.2 B7.8| 3,214 143 | 887 104
T S 13 48] 921 2,145 9.6 78.3 165
- I, 8 28 947)] L3R3| 62| 8405 173
6 . 8 30| 97.7| 1,840 82| 927 204
£ 8 L9 987 549 25)] 852 183
- S, 1 .8 899.0 257 1.1 96. 3 257
| I 3 1.0§100.0 823 a7 1000 274
Total ______ 303 1100.0 | ... ._. 22,382 100.0 |.__.... 74

¥ Data for suction compenies at Baltimore, Bosten (1 company only}, Chioago, Clevaland, Detroit, Phile
adeiphia, Pittsburgh, and 8t. Louls.
2 8ize grouns were a8 follows: 64, 72, 80, 83, 100, 113, 125, 138, 140, 163, 173, 180, 198, 218, 234, 362,

cator of the quantities purchased by auction buyers. The tabula-
tions bring out the fact that the dominant portion of auction buyers
consists of distinctly less-than-carload purchasers. The number of
sizes purchased by these buyers also emphasizes the point that, for
the most part, buyers are restricted as to the number of sizes which
they need to meet the requirements of the trade to which they cater.
From the standpoint of the shipper, private or cooperative, it is appar-
ent that the auction outlet enables him to reach & group of buyers
which could not be served direcily as long as sales were made on &
carlot basis. Furthermore, the auction mechanism permits each
purchaser to buy the size or sizes in which he is interested and in
the quantities meeting his particular sales requirements.

Frequency of Purchase

Additional factors of interest with respect to auction buyers are
those relating to frequency of purchase and to continuity of purchase
over & period of time. In table 29 is presented an analysis of the
extent to which purchasers of California oranges and lemons were
active buyers during four sample weeks of 1934 and 1935. Records
of 945 California orange and 772 California lemon purchasers in eight
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Taere 29.—Distrisurion of CaLirorsia Orance anp Lemon Buvers
Accorping To Nusmeer oF WEExs v Waicas Purcumases Wers
Mabpe Seet. 10-15 anp Dec. 10-15, 1934, axp Mar. 11-16 axp June
10-15, 1935¢

Buryera of California | Buyers of California
oranges lemons
Weeks and months in which pur-
chases were made ‘| Percen . Percenft-
Number e of | Number | age o
tal total
4 weeks:
September, December, March,
June_ . 430 45. 5 185 25 3
2 T 430 45 5 185 25 8
3 weeks:
September, December, March__. o7 a8 28 3.8
December, March, June___._.___ 46 49 50 a5
September, December, June..... 46 40 39 51
September, March, June___.._.. ' 89 7.3 o8 38
Total ______ .. 188 19,9 145 18 8
2 weeks:
September, December_____..... 32 . 84 13 L7
December, Mareh __________.__ 25 2§ 23 30
March, June_ . _______________ 38 40 53 &8
September, March.__._.___._._. ‘13 1.4 i3 17
September, June___.__.._._.___ 341 326 82 41
December, June_ ... ... ... '] .0 k| 43
Total s 151 180 187 21 6
1 week
September. ... _._ ... . . 69 7.3 45 58
Decomber .. 23 24 35 46
Mareh ... e . 33 35 89 g8
FUDC e e e m e eas 51 54 116 15. 8
Total ... . _.___. 176 186 265 343
Tetal, all groups.ocve_aeee__ 945 156. 0 772 100. O

! ‘The following suction companies are included in this tebulation: Beltimare, Chicago, Clbcinnats, Cleve-
land, Detroit, Philadeiphis, Pittsbargh, snd Bt Leuis.

Source Duta compiled from suclion company records,
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suction markets are included. For California orangoes, 45.5 percent
of the buyers were active in ench of the 4 weeks, 18.9 percent in some
combination of 3 weeks, 16.0 in 2 weeks, and 18.8 in some one week.
The number of California orange buyers active in each of the 4
weeks were: September, 720; December, 838; March, 654; and June,
750, These figures show that the number of active buyers of this
commodity did not vary substantially throughout the 4 representa.
tive weeks, the number in the lowest week being slightly over 85 per-
cent of the number in the highest week.

Somewhat different results were indicated for lemons, which is to
be expected because of seasonal variations in the character of the
lemon market. California lemon purchssers active in each of the
4 wecks totaled as follows: September, 393; December, 416; March,

TasLe 30.—Distrisurion oF Froripa Citrus Buvers ox tue 2 New
Yorz AucTions AccorpiNG To NumBer oF WEEks 1N Wuicy Pur-
crases Were Mape Dec. 10-15, 1934, axp Max. 11-16 anp June
10-15, 19351

Buyers of Florida citrus
fruit
Weeks in which pure were ” Auetion A Auction B
Percentaga | Percenlage
of total of tutei
number of | number of
buyers buyorn
3 weeks:
December, March, June. . _______________ 521 48. 9
Total oL 521 48 9
2 weeks:
December, Mareh_________________________. 13. 2 157
December, June__ . ________ . ___________.__. O 40
March, June_ ... ... ... 7.7 87
Total __ _ . ___ .. 2b. 6 23. 4
1 week:
December__ _____ ... 16. 2 12 9
Mareh. oo 80 89
June. 58 59
- T T T T 22.0 27.7
Total,all growps. . ..o .. _____ 100, 0 100. ¢

1 Duplicetions arbing through individus! boyers making purchases fram boti suction sompunies brve

Bt been eliminated.
Bource: Dats ccmpiied rom auction coapany records.
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459; and June, 546. The number of purchasers in the lowest month
was sbhout 72 percent of the number in the highest month.

In table 30 is shown a similar distribution for Florida citrus fruié
sold by the two auction compenies in New York, This tabulation,
however, is based on combined purchsses of Florida citrus fruit dur-
ing 3 weeks rather than the 4-week period used for California citrus.
From this table it is evident thet on the average about 50 percent of
the buyers on each auction bought in all 3 weeks; around 24 percent
bought 2 weeks; and about 26 percent during only some one of the
3 weeks,

An interesting phase of the analysis is concerned with the degree to
which buyers purchase daily or at other frequent intervals. For the
purposs of this study, records of buyers who purchased in sll 4 sample
weeks were used. For example, in table 81 is shown a distribution for
six markets of California orange and lemon buyers who purchased
these commodities during aach of the 4 sample weeks. This distribu-

Tasre 31.—Distrisurion oF CaniFornia OraNce axp Lemon Buveks
Accorpire To Nusser oF Days on Waice Purcrases Were Mape
Durineg 20 Dary Aucrion SavLes Sessions, Sepr. 10-15 anp Dec.
10-15, 1934, anp Mar. 11-16 awp Juxe 10-15, 1935!

Cslifcrnia orange buyers pur- | California lemon buyers pur-
Number of chasing in all 4 weeks chasing in sl 4 weeks
éaysh on which P - p "

urchases were Ut umula-

P made Number Ef’gtﬁ tive per- | Number fﬁ’feﬁetzg tive per-

centage centage
L S, 8 1.8 1.8 7 51 51
s ig8 5 4 7.2 0 74 12. 5
- 22 8.7 13. 9 23 18. & 20. 4
e m————— 23 7.0 28. 9 17 12.5 41. 9
- 25 7.6 28. 5 13 9.8 515
L 17 52 337 11 81 58. 6
Wwo_o .. 24 7.3 41 0 11 81 67.7
£ § N 21 B 4 47. 4 15 11. 0 78. 7
12 . 22 6.7 541 8 59 84 8
3 S 17 5.2 58.3 6 4 4 88. 0
4. ___._. i8 5 4 64 7 6 4. 4 03. 4
B . 21 6 4 7L 1 2 L5 94. 9
6. .. 18 5 8 76. 9 1 .7 95. 6
£ S 24 7.3 B4 2 3 2.2 97.8
Bl 19 5 8 8a. 0 3 2.2 106. 0
f 1 ¢ S 26 6.1 ;1 % T PNV SO I
20 ..... —— 13 39 100, 0§ . eeeeaaa
Total__._ 328 10000 i ______. 136 1008 ...

& Pollowing susilon companies included: Baltimors, Chicage, Detrolt, Philedelpbis, Pittsburgh, and
84 Louis.

Bourcs: Data complied from rocards of six auction companies.
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tion is made on the basis of the number of days on which purchases
were made, During these 4 weeks there were 20 auction sales days so
that purchases on 4 days mean that the buyer bought once a week for
each of the 4 weeks.

The distribution of California orange buwers is quite uniform’
This, however, is not true for the performance of California lemen
buyers, as slightly fewer than three-fifths {59.8 percent) of the 136 pur-
chasers bought on 9 days or less (see table 31).

In the case of Californis citrus purchases on the New York suction
market, there is a definite tendency for buyers fo make purchases
rather frequently. This is shown by the fact that of the total 239
California citrus buyers, 75.4 percent bought on 10 or more of the
available 17 days covered by this analysis {(see table 32).

From the analysis of buyers in eight auction markets, it is evident
that for the sample weeks about 50 percent of the California orange

TaprLe 32.—Distripution oF 239 Buvers oF Carnrrornia Citrus ox
ThE NEw Yorx Avcrion Marxetr Accorping To NuMmeer oF Davs
ox Wmicy Purcuases WERE Mape Durineg teE 20 Darny Saies,
Serr. 10-15, axp Dec. 10-15, 1934, anp Mar. 11-16 ano June
10-15, 1935

California citrus buyers purchasing in all
Kumber of days en “gﬁch purchases 4 weeks
were made - Percentage | Cumaulative
Rumber of toitaaig percontage

25U SRR ] 2.1 21
S 8 33 54
L S 12 50 10. 4
R R e G 28 14.2
- S 7 29 17. 1
e e i8 %5 24 6
Lt 17 71 31.7
3 R 16 8.7 338 4
R 24 10.1 48 35
4 S I 23 8.6 58. 1
4 . et m e 23 49 6 67. 7
b 25 TP 13 8.3 740
L L T e mmmem——ma—a i3 54 704
3 e e im i en 93 80 87 4
3B e eee- 2 3.8 91. 2
3 ¢ PR, 3 8 4 96. 6
<3 U B 3.4 106. 0
Total_ .. ... 239 1080, _______.___

! Duptlcetions in buyer count arlaing from purcheses from otk auctions by individual buyers bave beets
eilminated.

Bouree: Dats compiled from resords of {wo ancifon companles.
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buyers purchased in all 4 weeks. lLemon buyers aetive in all 4 weeks
totaled only 25.3 percent. In New York about 50 percent of the
Florida eitrus buyers on the two suctions purchased in 3 sample
weeks,

It appears, insofar as this analysis is concerned, that auction cus-
tomers exhibit a fair degree of regularity in their purchasing activities
both from the standpoint of daily purchasing and during the four sam-
ple periods on which the study is based. There does, however,
appear t0 be a rather high turnover of customers if determination is
based on the extent to which buyers were active in all 4 weeks for
which purchasing records were examined. Any conelusions reached
along this line must be qualified by recognition of the faet that aue-
tion buyers may acquire commodities in various ways which are not
always apparent. A buyer may purchase direct and at other times,
in his absence, anthorize another buyer or buying broker to purchase
his requirements. Any such procedure, however, still directs his
buying influence through auction channels. The studies indicate a
highly significant continuity and frequency of purchase among indi-
vidual auetion buyers.

Customers Purchasing from More Than One Auction

Boston and New York each have two terminal auction companies
engaged in the sale of fruits and vegetables. 1t is of interest {o note
the extent to which customers buying various commodities purchased
from both companies in each of these markets. The situation in the
two markets for the week of March 11-16, 1935, is shown In table 33,
In connection with the data shown in this table, it should be kept in
mind that they represent the situation for & single week and only for
the eommeodities included. A$ other times of the vear and with
other ecommodities, the picture may be substantislly different. Fifty-
nine percent of the New York auction buyers of Florida citrus made
purchases in this commodity group from both companies. Thas re-
maining 41 percent of the Florida eitrus buyers patronized one or the
other company hit not both companies. The proportions of buyers
purchasing other commodities from bhoth New York ecompsnies,
ingofar as snction company records revealed such duplication, were
substantially less for Western deriduous fruit, bananas, and tomatoes
than in the case of Florida citrus fruit. The respeciive percentages
were: Western deciduous fruit, 10.3; bananas, 22.2; and tomatoes,
18.4.

While the figures for Boston are not entirely comparable with
those for New York because of the differences in commaodity groupings,

- they are of some value. Purchasers buying Florida citrus fruit from
both Boston auctions approximated 35 percent compared with a
similar figure of 59 percent in New York,
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FagLe 33.—Buveas 1% New Yorx axp Boston Grourep Accorbisg
10 Puncuases or Ispivipuar Coumopities on Commopiry Grovrs
rrom Ertuer ok Bora or Tee 2 Auction Cosmrpaxies Orerating
1x Eaca or Tue 2 Marxers, Man. 11-16, 1935

Buyers purchasing from-—
Market and commodity or n'fn‘;:f:-lr Both companies 0"'0‘;’“["0“)‘
: ¥
comimodity group buvers
Number f:;';:';: Number E; :::3

New York:

Florida citrus fruit . ___. .. 337 199 59. & 138 0.0

Western deciduous fruit__ . 39 33 10. 3 256 R4 7

Bananse_ . _ ... ._________. 239 53 222 186 7.8

Tomatoes_ ___......-..... 207 3s 18 ¢ 169 818
Boston:

Florida oranges. .. .. ___. 147 55 37. 4 92 626

Florids grapefruit. .. ... 130 42| 323 88 87.7

Northwestern spples______ 86 12 14 0 74 £8. 0

1 Tehulsiion b based on number of bayers prochaxing each commordity or ssmvmodity grenp. Duplies-
tioms {n eount arising bevanses of bayers purchasing mare than 1 commodity of commoedity proap have Bt
been: alinzinated. In each market commendity groupe Baving Emited numbers of burem bare ot been
iocoded. 1o beth Mew York and Bosion slinost ail of (he anction sales of { aliiornia citros lrait wwe made
firoagh one of the 2 surtiocn CMMpenies opersting in each of Lthest Markets.

3 Buyers ander this beading wers patrons of eithar 1 heit not both of the 7 cormpanies operaling io each of
the 2 surtion markets.

Bource: Pals compiled from records of 3 snction companies i New York snd 2 companies in Bostos,

it is apparent, insofar as the data for a single week reveal the situa-
tion, that when & commodity is handled in quantity by two auction
companies located on the same market, substantial numbers of buyers
make purchases from both auctions. At Boston such buyers pur-
chased 70 and 66.7 percent of the total Florida orange business trans-
acted by the two companies during the week of March 11-16, 1835.
Similar percentages for Florida grapefruit were 58.3 snd 82.2, re-
spectively. As these buyers from both auctions constituted 37.4 and
32.3 percent of the totul purchasers of Florida oranges and grapefruit,
it is apparent that they comprised the larger and more important
buyer group. Somewhat similar figures for New York indicate that
Florida citrus customers buying from both auctions comprised 59.1
percent of the total buyers of the commodity. Their purchases
amounted to 70.9 and 82.5 percent of the total business done by the
respective auctions in this commodity field during the wéck of March
11-16, 1935. Purchasers buying Western deciduous fruit from both
New York guctions during the week of September 10-15, 1934, a
more representative month for this commodity group, accounted for
65.1 and 79.1 percent of the business of the ¢wo respective companiss.
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Similar figures for the week of March 11-16, 1935, were 18.5 and 62
percent.

From the seller’s point of view, the fact that auction buyers are
patrons of more than one auction at locations where two companies
operate hassignificance. Itimplies thatsales contacts with important
members of the buying trade may be had through eithsr auction.
The existence of two companies would seem {0 require terms of sale
and & schedule of selling of certain commodities which would be fair
to both buyers and sellers. The number of sales of a specific com-
modity and the times at which they are held should be regulated so
2s to permit adeguate buyer representation. The large volumes of
varicus commodities moving through the larger auction centers
present many problems, including the speedy handling of sales in
order that buyer interest and time may be conserved. No hard and
fast rules can be laid down. Problems relating to each commodity
in each market must be considered and solved by those most directly
interested and worked out on a basis which is fair to all of the various
groups, i. e., sellers, buyers, receivers, and the suction companies.

Relative Importance of Receivers

Relative importance of the receivers on each of the several auctions
varies substantislly. An analysis of the percentage of the total
business for 1934 contributed to eertain auctions by receivers handling
different proportions of the total business is presented in table 34.

It is evident that on an auction where approximately 200 receivers
represent shippers and others who desire their commodities sold
through the one auction, the average percentage of total business
per receiver is one-half of 1 percent. With 50 receivers to an auction
company, the average percentage of total business is 2 percent of the
total. Consequently, comparisons of percentages based on the dollar
volume of each auction are not indicative of variations in actual
volumes handled by the different receivers. The distribution of
each company’s business received from its particular group of roceivers

"was used, since it appeared to be the more satisfactory after weigh-
ing its limitations against other alternative methods of presentation.

The significant point is brought out in this table that in 10 of the
11 auction companies, including Cleveland data which appear in a
footnote to table 34, one receiver st each auction contributed from 43
to 64 percent of ths total business. Obviously with a substantial
percentage of the total business arising from ecne source, the propor-
tionate Volume of the remaining receivers must be small. Conse-
quently, the numerically largest group of receivers is usually the one
ranging from 0.1 to 5.0 percent for each receiver,
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TasLe 34.-—REcEIVERs GrouPEp AcCcoRDING To PERCENTAGE oF
Torar Business, ExcLusive or Bawanas, iv Sescimien Auctions
ToceTner WiTh PERcCENTAGE of ToTar Dorrar Vowume Con-
TrieUuTED BY Eacu Grour, 19341

[Namber of recetvers]
‘Boston Now
Poroen of total
Vorume contrip: | Batt: | €t | Gl § D [ York | Frie- | pwes | s
::i"?sb’ eachre{ more | ro | eom. | "% | punt pacy) | phis
pany l ipwny 2
Over 60 perosns . _ .. 1 | 3 RN MU SN | % I R H H
PURE. 7 S SN U SN i 3 1 3 IUUUUUE
401488 ... JUUSIUUIRN SR AP SR R T JRTURU B P
61400 ___ ...} oooihoeeliibo o bain P S O e . .. s
MI1-330... ... U S SR SN T PR R N S P
2830 L fiian e J R AU R P cewe - FIAR R
WI-BO_ . PO NN PR . JURFUUEE SN [P
B0 b FNUU RN S, IUNOE SN
10150 .. 3 PO | 3 1l e . IR PR
B1-M0... ... } 2 4 H 3 2 1 3 3 H
800 __ .. .._. 8 n ] 51 9 an 4 - | =
Lessthsn0l. . .. H - » 3 - 35 TR 28 k-3 7 11
Towal____... b} 47 =% - 3 k74 b3 192 L~ " ] »
Perceat of 10ta! dollar volurme contritxatad by sach recelver group
OverSopercent | OLAB | 803 _ . .. ... .. 8L |....... | ... a8n 40. 53
e 45.20 | 4B ...... .. - -
EERTE LSRN ISR NN SN A SRNURRR SEUNURRNY SN INUURN USRS BN
WI-2O_ LA e .- I I SRR N
51-W8 . e erefeanana RS SRV T R P v ceaieart vemeaee
10.J-15.90... J B0 b 1 2 I SO Mo | e e
£1-100____ 812 BW| BB 613 1% 72 1207 554 i M &
0150 _.____......| 6647 BI7T! H.X] M| 1080] M| B3] KN Ne nM
Lessthan0.1__ ... . .08 T 3.3 L0 20 ... 3 N ] . ] L2
Total . .___...| HX.00 | 100.00 | 100.00 { 100.00 | 300.00 | 100.00 | 10600 | 100.0D | D000 | 10000

Bource of dauts: Complied from records of eocpersting soction companies.

t I detennining the proportion of total business soztribuisd by the varions ressivers, bunang bosines
bas heen excinded. In additioo, minor atnoants of bustiness sontrtbuisd by undesignated recet vers, clas-
gified in the records s “Miscelianeons.” “Saivage, ete.,” were omitied. These lsiter elimioalions were
not significant, rRDyiog betwaen 0.01 parcenst sod 0.35 percant for the 5 ootnpenies where Mich gomntimions
wers pecessary. Balaried representatives of agricaiiurs] procdinows’ coopersiive ssocistions hars beo
incduded as receivers in this iabulation. As the Caliionia Fruoit Growars Exchange {citrts frufl} and the
Califernis Fruit Exchange {deciduous frafl) are both fepresentsd oo the anstions marksts by misrisd reprs-
sentatives of 1be Calilornia Fruit Growers Exschange, figures relating to the two eoopersiives have bes
ptmbined for the purpases of this tsbaiation.

Dats for anction receivers st Claveland were obtained on 2 cariond basis only, and, theesiors, sre Dof
shown in this tsbnlation.  Of the 71 recsivers, the two Jargest handied 3.4 and 158 parcent, repectivaly,
of the ¢otal volume sold through the suction in 1934. Two others ssch soid betwesn 50.1 sod 150 parcent,
or 8 combined total of 227 percent.  The yemaining 17 recstvers sach so0id £ percent or less, combined mie
of this gronp totaling i§ perceat.



TERMINAL FRUIT ATCTIONS 71

The single receiver contributing & large proportion of the business
of all but one of the auction companies is the sales organization of
California. citrus growers, the California Fruit Growers Exchange.
Through a joint sales arrangement {8) the Exchange handles the
deciduous fruit marketed by the Californis Fruit Exchange. The pe?--
centages shown are for the combined business of the two cooperative
associations,

Any comparisons between tables 34 and 7 should be made with due
regard to essential differences in the dats presented in each table.
Percentages based on value will vary from those using carlots as a
base because of differences in carlot values of the several commodities.
Thers is also a difference in the number of auction companies included
in the two tables. Both tables, however, emphasize the extent to
which cooperative associations are supporters of the auction method
of selling and make clear the reason for their interest in the efficient
operation of this particular distribution channel.

Auction-Company Ownership

There are two generally prevailing opinions regarding the controlling
interest of auction companies, One of these opinions is that auctions
should be entirely independent of trade control. Those who held this
view balieve that independent control is productive of an impartial and
efficient operation fair to both seller and buyer. The other opinion
holds that trade ownership and control are productive of & more
substantial support of the suction method of selling because members
of the trade are financially interested in the successful operation of the
auction.

Under the trade control form of ownership, numerous variations
are possible. Ownership may be essentially buyer in character. It
may include only a limited number of buyers or it may be fully repre-
sentative of the buying group. Receivers usually are also holders of
stock, although in those instances in which individual frade units
function as both receivers and buyers, it is difficult to determine which
particular function is primarily responsible for their being stock-
holders. With limited exceptions, shipping interests are not numeri-
cally strong as holders of stock in auction compenies. Among the
exceptions, however, is one producing and shipping group which hasim-
portant interests in several of the more important auction companies.

Cooperative marketing associations have not become owners of
stock in suetion companies, although individuals connected with some
organizations beliove that auction stock should be held by coopers-
tives. Some also believe that owmership should be restricted to
cooperative shipping sssociations. Proving or disproving the validity
of this position is difficult as conjecture and opinion enter largely into
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consideration of the problem. A number of highly significant con-
giderations will immediately become apparent to one giving thought
to the matter. The management of jointly contrelled enterprises in
terminal markets involves important problems of cooperative business
administration. The all-important question of extension and super-
vision of credit to auction buyers is fundamental. The extent of sup-
port of a cooperatively owned suction by private or nonstockholding
shippers is of first significance. These and similar considerations must
be weighed against potential advantages to be gained through owner-
ship by cooperative associations.

In examining the extent and nature of auction-company contrul, it
should be kept in mind that receivers ere in & strategic position for
requesting correction of any unfavorable auction practices. The suc-
cess of the auction operation depends in large degree upon the character
of accounts which & company has with receiver representatives of
shippers, and the support given to the company by receivers and their
principals (6).

The trade-owned auction companies are substantially greater in
number than those owned by interests outside the trade. The trend
of auction company ownership is toward trade control. In 1031,
ownership and control of 5 auction companies wers reported as being
outside of the trade and 13 were trade controlled (¢). Currently, the
number of auction companies which can be definitely classed as being
controlled by interests independent of the trade is less than in 1831,

Ownership set-ups of auction compeanies present a high degree of
diversity. This situation will be most readily understood from a brief
summary statement covering 12 auction companies in 10 important
suction centers. The information contained in this statement is
based on the ownership situation as it existed in 1934 and 1935.

The United Fruit Auction Co., Cincinnati, Ohio.—Over 50 percent of
stock was held by various interests closely identified with shipping
operations in producing aress. Twenty-six percent of sules in 1934
were made for stockholders.

Philadelphia Terminals Auction Co., Philadelphia, Pa.—Stock
ownership was divided as follows: Trade 43 percent, employees 20
percent, and outsiders 37 percent. Trade stock was estimated to be
about equally divided between auction receivers and buyers, sccurate
division being impossible because of the dual interests of some firins,
One-third of the trade-owned stock was estimated to be held by
persons interested solely in the vegetable business who have no deal-
ings with the auction company. Stock beld by outsiders was almost
entirely held by beirs of former members of the trade.

Baltimore Fruit Exchange, Bultimore, Md.—Stock was understood to
be wholly owned by a large private corporation having both producing
and marketing interests,
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The American Central Fruit Auction Co., St, Louis, Mo.—About 90
percent of the stock was owned by buyers, relatives, and employees of
buyers; 6 percent by auction company employees or their heirs; and
4 percent by former buyers, or their estates,

New York Fruit Auction Corporation, New York, N, ¥.—Shipping end
producing interests owned about 52 percent of the stock, 40 percent
was held by buyers (37.5%) and receivers (2.2%), auction company em-
ployees 3 percent,and 5 perceni represented holdings of outsiders,includ-
ing truckmen and other nenauction buyers, as well as treasury stock.

Union Fruit Auction Co., Pittsburgh, Pa.—One-third of the stock
was held by a single large corporation representing producing and
shipping interests. The remeining two-thirds was owned by various
fruit-trade interests in the market. A limited number of five receivers
and jobbers and auction employees appeared to own the deminant
portion of the latter two-thirds of the stock.

Fruit Auction Sales Co., Chicago, JIl.—This company’s stock was
divided among various classes of holders about as follows: Buyers,
their relatives or employees, 51 percent; shipper interests, 22 percent;
receivers, 18 percent; present or foimer auction employees, 7 percent;
former buyers, relatives, or heirs, 1 percent; and nontrade, 1 percent.

H. Harris and Co., Boston, Mass.—Four partners, elsiming no finan-
cial interest in any other line of the fruit and vegetable business.

Independent Fruit Auction Cv., Boston, Mass.—This auction com-
pany was owned by a single member of the terminal distributing trade.

Consolidated Fruit Exchange, Cleveland, Ohio.—Fifty-nine percent of
the stock was owned by buyers and receivers, 30 percent by auction
officials, and 11 percent by out-of-town nontrade interests.

Brown and Seccomb Fruit Auction Co., Inc., New York, N. ¥ —Stock
was owned in equal amounts by a holding eompany representing two
corporations which prior to 1930 were actively engaged in the business
of selling fruits at auction. Through this arrengement, about 25 per-
cent of the stock of the holding company was owned by present or
former auction employees, and 75 percent by interests independent of
the trade.

Detroit Fruit Auction Co., Detroit, Mich.—About 93 percent of the
stock was held by employees and other persons not engaged in the
produce trade. The remaining 7 percent was held by auction buyers.
Receivers owned no stock.

Sellers and buyers are interested in impartial operation of auction
companies. During the course of this survey, the principal com-
plaints against operating practices were found, for the most part, among
the trade in some, of the smaller markets. These complaints were
primarily concerned with claims of favoritism in selling to large stock-
holders or with the sale of commeodities for stockholders. There

149228°—39——4
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seemed to be no adequate way of determining the validity of these
objections without extended study of sales and other practices at the
actual time of sale. Auction company records themselves were not
satisfactory for the purpose of determining whether the ebjections
were justified. The fact that these opinions exist should be sufficient
to result in the taking of the stepa necessary to correet the situation,
such as a wider distribution of ownership in trade-controlled nucticna
or some fonn of public regulation of the smuller auctions.

In considering any suggestion relating to 8 wider dispersion of
auction ownership among the trade, in either large or small nuction
centers, it is questionable whether this extension of ewnership would
need to go as far as to include the larger cooperative groups, Because
of their large volumes of business, they are in position to present effec-
tively any suggestions which they believe will improve the operation
of any auction company with which they do business. Thess larger
associations are also, for the most part, represented by salaried
representatives who are in position to observe closely daily trans-
actions on the suction. It is also doubtful whether stock ownership
would be particularly helpful to the smaller cooperative shippers, who
could not be represented by salaried representatives. There are
practical difficulties confronting the extension of ownership in some
of the markets, but insofar as such extension is possible, it undoubtedly
would prove desirable,

The quasi-public nature of auction selling has resulted at varions
times in the making of suggestions that auctions should be subjected
to some form of municipal or other governmental reguiation (7f) (7).
Recently, the press has carried statements of the Federal Trade Com-
mission based on an investigation of auction selling and bearing directly
upon the question of auction company contro! and regulation (#).
Becuuse of the scope of the conclusions of the Commission, they are
presented in detail as follows:

The Commission believes that terminal market auctions properly organized
and conducted are a practical and efficient method by which fresh frulis may be
sold. This conclusior is based upon the following considerations: The large
auction companies appear to have demonstrated that this method of sales dis
poses of large quantities of fruits quickly and with competitive forces given
more effect than is generally possible at private sale. The suctions also furnish
an accurate snd complete record of aalea to shippers, They also tend to eliminate
duplication in distributing fruits. Auctions appear to adjust prices more effec-
tively to supply and demand eonditions and to equalize them as among different
salea transactions,  This appears advantageous to growers and also te buyers,
the latter being able to buy with greater ssaurance,

Furthermore, the Commission believes that most of the objections tc the
auction method of gelling fruits can be overcome by impartial administration of
properly organized and controlled auetion companies. It is desired to emphsaize
that uniess the ownership of auction companies organized by active members of
the trade is sufficiently dispersed among seliers, or their representstives, as well
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as buyers, the pessibilities for control of suzeh suctions to the detriment of its
patrons are great. For that reason, the anetion method of selling may very well
be regarded ss unsound for the smaller terminal markets, unless supervized by
gome responsible public suthority. It Is suggested that States and municipalities
might well consider the advisability of requiring the pericdical publication of the
ownership of fruit suction companies and of using the licensing power te prevent
abuses resulting from the lack of impartial administration of auetion companies (8.

Units of Sale

Considerable variation in the number of packages constituting the
minimum unit of sale from any ove line was noted for the several
auction companies and for the different commodities. For citrus fruit,
the usual minimum was 20 peckages out of one line, although one
market had a requirement of 25 packages, while another dropped to 16.
Exceptions were noted when individual Iines of citrus numbered 30
or 35 packages. In these cases the total number was sold without
splitting of the line. Where the number of packages in a single line
was less than the specified minimum, the minimum did not apply.
This held as a general rule for all cormmedities.

For products other than citrus, s rather wide variation was found,
ranging usually from 10 to 50 packages. The variability among the
various commodities may be illustrated by examining the units of sale
in effect 2t New York at the time of this survey. Twenty packages
comprised the minimum number from any single line for apples, citrus
fruit, pears, pineapples, and tomatoes, except that lots of less than
30 packagss were not split. Forty packages were the unit for all other
deciducus fruit, except apples, pears, prunes, and juice grapes,
although lots of less than 50 packages were not split. Juice grapes,
if unloaded on the piers, and prunes were sold in units of 100 packeges.
Juice grapes, if sold in New Jersey yards, and watermelons were
scld in carlots.

Determining the proper unit of sale st auction involves some
rather important considerations. The minimum quantities must be
of sufficient size to atiract an adequate number of buyers without
opening the way to extensive purchase by thoss buyers who normally
should buy from the jobbing portion of the trade. In other words,
the unit of sale determines largely the particular point in the dis-
tributing ladder at which auction selling tskes place. This level has
been set primarily at the jobbing position, Any reduction in the unit
of sale permits eustomers of jobbers to become purchasers at anction,
thus diverting buying which would ordinarily go through the jobbers’
places of business. There is, of course, some purchasing at auction by
such retail and other nonjobber elements of the trade as (see table
17) are in position to use suction products in substantial quantities.

There have been serious protests and action directed toward retailer
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purchasing at auction. Without approving the charncter of these
actions, there appears to be adequate justification for setting the
minimum unita of sale at & level which confines the principal pur-
chasing to a single element of the trade. Such an element thinks in
the same terms regarding price. because its resale cutlets are more or
less similer.

Auction Selling and Handling Charges

Charges arising from selling at auction include auction commissions
and may also include other items variously designated as terminal,
wharfage, unloading, sorting, or package charges. In addition to
these charges collected by auction companies, there are expensesa
paid by the seller for the maintenance of a salaried representative
or the employment of a Tepresentative on a per-car or cominission
basis. .

Auction companies derive their principal revenue from commissions
paid by sellers and in some instances from terminal charges paid by
sellers or buyers.

The customary range of auction commissions at the time of this
survey was from 1% to 2 percent of the selling price. In some in-
stances, a minimum selling charge per car was made.

Terminal charges incident to suction showed substantial differences
in amount end method of assessment. Generslly, these charges were
made against the buyers. In two markets, however, the charges were
paid by the seller or his receiver and in one market no termina! or
wharfage charges were assessed. Terminal charges paid by buyem,
with minor exceptions, ranged between 2 and 5 cents per packags,
with 2 to 3 cents being the more representative range. In some cases,
5 cents per package was deducted from the buyers with a subsequent
refund of 2 cents, leaving a net charge of 3 cents. A limited number
of higher terminal charges on imported products were in effect in
some auctions, such as 7 to 10 cents per package on pineapples and
10 cents per package on coconuta,



Attitude of the Buying Trade Toward the
Auction Method of Sale

IN A STUDY of the anction method of selling fruits and vegetables,

it is helpful to know what representative members of the terminal-
market trade think about this particular sales procedure. Accord-
ingly, during the progress of the study a limited number of trade
members were interviewed. These interviews included 77 members-
of the trade whose business was primarily of a jobbing character
snd 23 chain-store representatives. The jobbing group was dis-
tributed in eight sauction markets, Baltimore, Boston, Chicago,
Detroit, New York, Philadelphbia, Pittsburgh, and St. Louis. The
chain-store representatives wers located in all of the foregoing group
of markets, with the exception of Detroit.

The interviews were restricted not only in number, but also to rep-
resentative members of the trade as determined from the relative
amounts of their purchases at auction. The principal purpose of the
interviews was that of obtaining informstion directing attention to
trade criticisms which might be indicative of any weaknesses in the
suction method of selling or in the operation and conduct of any indi-
vidual auction insofar as the trade point of view was concerned.

The number of jobbers and chain-store representatives included is
shown for each market in table 35. In this table are also shown the
percentages of auction sales of representative commodities made to
the buyers interviewed during the 1 week of March 11-16, 1935.
It will be observed that in all markets, with the exception of New
York, & substantial portion of the weekly auction business of each
market was represented by the buyers interviewed.

From a numerical standpoint, the jobbing-trade members who were
interviewed made up the following approximate percentages of the
specified groups of jobbers purchasing at auction in each market during
the week of March 11-16, 1935: Baltimors, 32 percent; Boston, 5 per-
cent of local jobbers; Chicago, 19 percent of all jobbers; Detroit, 13
percent of all jobbers; New York, 2 percent of local jobbers; Phila-
delphia, 10 percent; Pittsburgh, 8 percent; St. Louis, 14 percent.” For
chain-stores, the coverage was higher, the corresponding percentages
being as follows: Baltimore, 100 percent of chain-stores buying during
the week of March 11-16, 1935; Boston, 33 percent; Chicago, 100

? Peorcentages for Jubber groups are close approdmatiops.  Ig New York, Bt Louis, agd Boston, a smoail
proporiien of purchesing wras an & cash basis, Ia such inFtaness, Ko stiempt was made to detsritine the
number of purchasarsinciuded In the cash group.  Cash sales during the week of Mar. 11-18, 1935, amountsd
5 the fallowing when erpressed as perceniages of total sales for each markst; Baltimore, 1.54; Boston, 1.47
Chicago, 0.04; Naw York, 4.46; Philadeiphin, 0.05; Detrolt and Pittsburgh, .

7



78

FARM CREDIT ADMINISTRATION

TapLe 35.—]JosseErs aND Cuain-StTorg Representatives Crassirizo
Accorping To PrororTioN or Auction Businkss Purciasep sy

Eacu Group, Mar. 11-16, 1935

Pervent of total auction salen in specified market

Num- made to indicated buyer group !
ber of
Mketb:;‘zf‘“ of l;;af:ru Latifornia Florida North. ;1;0“;
= all eom-
iewed 1 weatorn| -
vie Oranges: Lemons Oranges (}:'?:' spples nli
Baltimore:
Jobbers_ .. ... .. 15346561 14 68 { 23.50 | 29.756 | 21.88 ] 28 49
Chains__.__..... 61137413107 T.01  _____. 611 9 82
Total___ ... _. 21148701 27.87 130.51 | 2078 | 27. 07| 34 81
Boston: )
Jobbers?_ ___... 6| 5881117111043} B 70| 207 7. 35
Chaina?____.... 41238311070 |13 1522931322 1807
Total. .. ___.. 9207232250 22,58 131.72 ) 1520 25 42
Chicago:
Jobbers. . ...... 151 20.56 ] 41. 68 | 22238 {28 45 | 1690 | 24 13
Chaina____.._-. 2| 3497 468 ¢ ...\ _._.__ 1. 82 220
Total . ...___ 17 {38305 46.36 | 22238 | 28 45 | IR 72| 28 42
Detroit:
Jobbers. . —..... 7111.186 1 1205 | 12. 54 | 19.53 | 12 34 1t 59
Chains____ ... (45 T DRI EPNSSRDU PRI NS SO N,
Total ___.__.. 7i1L16] 12056} 12.54 | 19. 53 | 12 34 1. 50
Philadelphia:
Jobbers__.____. 111868 ] 32.24 § 23,26 | 18 34 | 20. 84 | 21 Bl
Chains__..____. 3|290.86]1548] 8072020 11.i3] 1878
Total. . ... __ 14 | 48. 55 1 47.72 1 31,32 | 47.63 { 31.87 | 38 B0
Pittsburgh:
Jobbers3______. 612849 ] 27 65§ 2407 137.27 | 2517 2003
Chaine..___.._. 4 624 14 98 { 10 33 6 47 3. 53 7. 99
Total__ . ____. 10 |'34.73 ) 42.63 [ 3530 | 43. 74 | 28. 70 1 37.02
8t. Louis:
Jobbera_ ... .. 711001) 606{ 6.25] 833] 5 50 8 36
Chains.___...__ 141431 . _.__ 962] 438 584 1147
Total.___._.. Bj12432]| 6086|1587 1277 11.43] 16.83

1 Jobber ¢lamifiesifon inciudes slt huyers doing significant smounts of jobbing business.
# Peroentages shiown are for followitig number of members of trads: Bowion, jobbers 4, chains 3; Pittsburgh,

jobbers 6.

# No intecviews with chaig-stors representatives,



TERMINAL FRUIT AUCTIONS 79

TasLE 35.—]JoBBERS AND CHAIN-STORE REPRESENTATIVES CLASSIFIED
Accorping Te PrororTioN oF AucTion Business Purcmasep By
Facu Grour, Mar. 1i-16, 1935—Continued

Percent of total auction sales in specified market
made to indicated buyer group
Num-
Markst and class of | ber of
huyer buyers West- | Total
inter- California Florida ern iall com-
viewed citrus citrus decid- | modi-
uous ties
New York
Jobbers. .. ____. 11 7. 94 6.73| 486 6. 23
Chains_._..__._ 3 5. 85 246 | 200 2. 95
Total ... i4 13. 59 9. 18| 6. 66 9. 18

percent; New York, 20 percent; Philadelphia, 37 percent; Pittsburgh,
40 percent; and St. Louis, 100 percent.

On the basis of results presented in table 36, 52 percent of the group
of 77 designated as jobbers evidenced definitely favorable attitudes
toward buying at auction. An additional 36 percent revealed atti-
tudes which fall into a neutral classification. The remainder, or 12
percent, showed an attitude unfavorable to auction selling.

Attitudes of chain-store buyers showed an entirely different distri-
bution from thet indicated by the jobber group. Sixty-one percent of
the 23 chain-stors representatives disclosed attitudes unfavorable to
the auction method of purchasing, as indicated by table 37. Thirty-
five percent of the chain buyers revealed & favorable attitude.

The resulta of thess two tebulations clearly refiect the differences in
buying policies snd requ;rements exhibited by some of the important
chain-store groups in compar;sen with those of the jobber group.
These primary differences in attitudes toward suction buying as
shown by the dominant portions of the jobbing and chain groups
interviewed probably are to & large extent irreconcilable under existing
methods of operation. The fact that some of the chains have found
it possible to use the auction definitely shows that auctions can be
used successfully by chain-stores as effective and satisfactory sources
of supply. Other chain-store systems which have developed carlot
buying and handling methods will undoubtedly continue to follow
this method of procedure so long as they see advantages from the
standpoints of more advantageous prices, sa.wngs in handling costs or
preventing competitors from learning what prices were paid.
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In compiling & summary of opinions regarding the advantages of
the auction method of selling, it is desirable to examine all of the
advantagea cited, together with 8 count of the number of times each
is mentioned. In conducting the interviews, each trade member was

TasLe 36.—ArrrTUpEs OF Jomsers Towarp Buving at Avucriont

Btatemnent of attitude

Number
of
jobbers

Percent-
age of
total

Favorable attitudes:
Prefer auction buying because—
All purchase prices known.___.___._.____.
Bize and quality inspections made readily __ _
Pricesarelower_ .. ... ......
Good metheod of distribution to small buyern
Best method of distribution._ .. ___._._._..
Stockholder earnings received . Lo __ ..

Convenient method (reason not stated) . .. ..

Priceriskavoided _____ . ___ ____ . ... ...

Total favorable attitudes___._______.._.

Neutral attitudes:

Unfavorahle atiitudes:
Prefer private asle because—

.......

e s e B2 B e =)

14

L
el R - R -

41

52

o3

~ 3

8peculative profits possible through earlot purchas-

Adjustmenta for poor quality more readily obtained.
Auction sales unita toosmall ... _______ .. . ____
Prefer carlot purchasing (reason not staterd) . _ ..
Fluctuations in auction price too frequent._ .. _____
Rough handling eliminated

R R Y.

12

- 77

100

{Jobher classificaiion Incindes ail trads members interviewsd whose business was wholiy or o sny
significant part of m Jobbing natare.
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TaeLe 37.—Arrrrunes oF Coamn-Store Buvers Towarp Purcyasmg
AT AvcTiON

Number | Percent-
Statement of attitude of age of
buyers | total
Favorable sttitudes:
Prefer auoction buying because—
Required sizes available_________________________ 4 17
Quality products available at prevailing price levels. 2 g
Purchases made from fairsamples. ... _________ 2 9
Total favorable attitudes_ .. ____._.___ 8 35
Neutral attitudes:
Buy through all trade channels fo protect selves________ 1 4
Total neutral sttitndes. oL .. 1 4
Unfavorable attitudes:
Prefer private sale because—
Cariot purchasing better (reasgn not stated) __.____ E1 22
Auction supply not dependable for sales purposes
and purchaee price known to competifera_.__.__._ 1 i7
Savings effected in handling expenses or prices!
JOWer o o e mmmmcemmmmmee s 3 i3
Better qusality obtained at privatesale____________ 2 g
Total unfavorable attitudes_ . ________. 14 61
Total number chain-store buyers interviewed.._.__ 23 100

requested to state whatever adventages in auction buying appealed
to him as significant. All answers were summarized irrespective of
the number of separate advantages mentioned by each trade member.
Forty-eight jobbers together mentioned 12 advantages of auction
buying & total of 61 times as swmmarized in table 38. The more
important advantages stated by the jobber group related to the wider
selection of gredes and sizes together with the convenience of inspec-
tion at auction (19 percent of replies), and knowledge of prices paid
by competitors for their purchases (19 percent of replies). An addi-
tional 15 percent of the replies indicated that jobbers wers of the
opinion that auetion prices were more favorable than buying through
other jobbers.

Chain-store buyers stating advanteges for purchasing at auction
indicated that price considerations were of the most importance
numerically, as shown in table 33. Forty-three percent of the replies
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Tapre 33.—Apvanrtaces oF TeE Averion MeTHon oF Seiuixg Ac-
CORDING TO JOBBERS '

H

Times mentioned
Advantages Per-
1 Num- | eent-
ber age of
| total
!
Beleetion of grades and sizes hetter a8t suetion; eonvenience of !
imgpeetion_ . ____.__ L L. U 12 13
Know what ether buyers payv_ o . o . __._.__. 12 ig
Auction prices more favorable than bu} ing through other l
jobbers___ ... e el 4 15
Rapid distribulien and sale . ___ ______ . ____.________ ... - 8 13
Auoction brices guide to market prices_ _________ ________ . T 1l
Auction fairto buverand seller . _________ .. __..__..___. 5 ' 8
Avold market risk by purchasingat auetion. _______ . __.___ 2 5
Fairsampling_ __________ . _._ - 1 2
Auetion more convenient fhan privatesale . ... _____. H 2
Auelion prices same to boih large and small buvers. ____. __ it b4
“Cansee demand™ . _______ ... L 2
Buy in small guantitiesatauctlon_______ . __________ . b 2
Total advantages mentloned __________________.___. i 81! 1 4]

t Jobber classiication inciudes 8}l trads snembers interviewed whase business was wholly or it soy slgnif-
jeant part of a jobbipe nalyre. All sdvantages siated were included withvut regard to the punber of
separte advantagos mentioned by suck {ndividual trade member tnterviewsd, The number of jpdividusis
staiing advantages was 48,

stressed considerations in this field. Thirty-five percent of the replies
emphasized quality considerations. Replies under the heading of
“Price considerations” were well distributed under nine different
groups 80 that no one reply was pariicularly ontstanding. An inter-
esting contrast between jobbers and chain-store buyers was apparent
in their attitudes toward general trade knowledge of prices paid.
Whereas 19 percent of the total replies of jobbers relating to advan-
tages of the_auction, as presented in table 38, revealed a definite
interest in knowing what competitors paid, none of the chain-store
buyers indicated that they regarded this particular consideration as
advaniageous o the chans.

The results presented in tables 40 and 471 relate fo eriticisms of the
suction method of selling as mentioned by jobbers and chain-store
huyers who were interviewed during the course of this study. In
these tabulations replies have been grouped under similar headings.
Twenty-tix eriticisms wers mentioned 58 times by 38 jobbers and 14
were named 41 times by 19 chain-store buyers.
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There were some rather important differences noted between the
jobber and chain-store groups. For example, 33 percent of the criti-
eisms submitted by the jobbing group were directed against the operat-
ing methods and policies of the auctions, while only 12 percent of the
criticisms of the chain-atore buying group were so directed. In the

Tapre 39, —ApvanTaces oF THE Avction Metnop oF Seriing Ac-
CORDING TO LCHAIN-STorRE BuviNng REPRESENTATIVES !

H
i
| Times mentioned
!
:

Advantages

Percent-
Wumaber| age of
total
B
Priee considerations:
Prices at auction and privatesaleequal_______________ L 3 P —-
Prices at auction lower than at privatesale. . _________ 41 ____ _-
Avction pricesset market price.___ . ______________ 44 .. -
Auetion prices lower on less desired siges_________ e 3. .-
Auction priceslower on smalllots tharatjobbers_ . _____ 3lo____ -
Purehasing at auetion advantageous on falling markets_ . k2 IR
Uniform prices at auetion; “all in at same price’_ ______ 20 . _
Market price readily apparent at auction ... i -
Price at auction can be raised by ehain buyieg_______ __ j I
Total o ... e 26 43
Quality considerations:
Quality of austion offerings equal t0 or befter than offer-
ingsatprivatesale__ . _____ . _____________ _______ 2o
Selection of grades and sizes better at avetion____ . __ . 9 ______
Total _____ e el 21 35
Bayer's eonvenience:
Auction purchasing a supplement to earlot buying______ 40 ..
Readiness of inspection at guetion__ . ______________ F: 3
Auction more convenient for less-than-carlot purchases . 3| . .
Purchasing at auction and at private sale equally con-
venlend_________ .. _____ . ___._ 2. __ -
Purchases at auction made more quickly than at private
sale_ o ol _.. | I
Total . - o L .. e 13 22
Totalreplies. . ______ G0 160

! ALl advanisges stated were included withont regard io the number of sepurate advaniages mentioned
vy each individual trade member interviewed, The number of individasis stating advaninges was 17.
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Tanre 40.—CriTicisms oF THE Auction MeTrop or Settine Mex-

TIONED BY JoBBERS'®

Times mentioned

Criticiams Percent-
Numnber| age of
total
Operating methods and pulicies:
Objection to asles in small lots to reiailers and other
buyers._ o o o eimeee i 5 -
Bampling not alwaysfairlydone. . .. ___ ... .. . S By ...
Favoritiasm to large purchasers and stockholdera. .. .. .. 3
Linea of apples and pears too large at auction_ .- ... .. 21 . ...
Credit requirements too strict____________. . ... ___. H .
Objecta to withholding or withdrawal of fruit fs‘om aic-
tionmsake. .. .. l... . i s
Objection fo methods of developing new husmm-'_ _____ H e
Buy insmalierlots at privatesale_ . ... . ... .. ... I S
Total e e memccceemm e 19 a3
Profits and costa:
Auction restricts jobbersa’ margins through publicly
Known Prices .o e e m e 19 ... ..
Private seller makes free deliveryat timea__.__________ 21 .-
. Buy below market price at privatesale__ . __ .. ____.__. 14 ... ..
Total o e ie 13 22
Quality considerations:
Adjustiments for poor quality not obiainable at suction. 4 ... ..
Better selection of Florida citrus fruit at private sale. ___ 24 ...
Quality of suction offerings affected by exposure to heat
inauctionshed________________ . ___. .. __ . ) S (R
Quality at auction lower than at private sale because of
more handling__ . ... __ .. __...._._.. e | 2 S
Total i a;e—eeees B 1]
Prices:
Carlot prices at private sale lower than auction prices__ _ . ;B SO
Price fluctuations greater at auction than at private asle. N SO
Auction makes priceslow____________ .. _____________. ;- I D
Auction domipateamarket . ________ . _ .. ________ .. 2 O
Auction preventa speculation because market price
|51+ ¢ DI P ...
Price booaters activeatsuction_____ .. ___________ . _. 1. ...
Total. el 8 10

1 Jobber einasification inciudes sl trade members interviewed whose business was wholly or io soy sig-

nifesnt part of & johbing natare.  Replies from 38 jobbers ary semmarized.
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TaprLe 40.—CriTicisms ofF THE AuctioN MEersop oF Serring Mex-
TIONED BY JorreErs—Continued

Times mentioned
Criticisms Percent-
Number| age of
total
Quantity considerations:
Limited number of commodities offered at suction.__..._ L2
Tend to buy more at auction than needed_____________ 16 ..
Total e mmemmmaea B 10
Buyers' convenience:
Auction buying takes too much time_. ... __._.____ S __._
Ayction buying must be done at stated time__ _________ - 2 S
Total e immmmimmmsmemao oo 5 2
Ownership: -
Auction ownership should be widely distributed_ _______ | S D
Fotll i eeiieame—cooo- 1 2
Total replies. . .. 58 100

case of eriticisms under the “Profits and costs” heading, thers was no
significant difference noted. There was somewhat more difference
observed in the case of quality considerations, the jobber percentage
being 14 compared with 19 for the chain-store group.

Price considerations showed still greater variation, being 10 percent
_ of the total for the jobbing group compared with 24 percent for the
chain-store buyers. Of the 24 percent of the chain group, 20 percent
reflected essential differences in buying preferences of the two groups;
i. e., {1) privats sale purchases enable chain-store cperators to sur-
prise competitors because purchase price is not known (15 percent},
and {2) auction purchases do not reflect price discount possible when
large-scale purchases are made at private sale (5 percent). Considera-
tions relating to buyer convenience accounted for 9 percent of the
jobbing replies, compared with only 5 percent for the chain-store
group. .
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Taeie 41.—CriTicisms or THE AvcrioN MgeTnoo or Seining Mzx-
TioReD BY CuAIN-STorRE BuyIiNG REPRESENTATIVES'

Timra mentioned

Criticiams Percent.

Number, age of
total

Operating methods and policies:

Bample fixing st auction . ___ ... ... . ... : I I
Favoritism to large stockholders and friends of a&ction-
BT e isasaama-mmreer——eno- b 2
TobBl . o i acmtmamcasaaoo 5 i2
Profite and costis: a =
Higher costa at suciion or lower prices at private sale. .. - I SO
Total o e ! 23

Quantity considerations:

Auction supply not dependableorample.. ... ... ... L 5 U
Oversupply more resdily apparent at auction___________ | 3 P
Total. oo n e acrmnmamermenem——————- 7 17

Quality considerationa:
Auetion offerings of Florida citrus not as good as at pri-

vatesale . . 2 SO
Quality affected adversely by long standing on auction
dock or removal of commodities from refrigeration. . .. 2 IR
Adjustments for poor qualily not obtainabie at auction. . 2y .
Auyction guality lower_ _ __ __ . iaaa.. | S SR
Total e re———————— B 19
Prices:
Prices known &t auciion; private sale permils aurprising
competitors. __ .. . I
Auction prices do not reflect effect of lsrge purchases_... 24
Price fluctuations at suction grester than at private sale. | N O
Price boosters gt auction. _ __ . . _.__.______________ | I PR
Total e e 10 24
Buyer's convenience: =
Auction buying must be done at stated time; private sals
purchasing at buyer’s convenienee._ . ________________ 2 ..
Mol o v oo e 2 5
Total replies. .o .- . . o... 41 100

1 Hepllss from 1¥ chalnsiore buysrs are summariad.



Large-scale Purchasing
at Auction and at Private Sale

HE larger cooperative associations engaged in marketing auction

commodities for the most part have used only one method of sale
in terminal markets. They have reached a conclusion that this policy
is in their best interest. There are, however, some exceptions as
cooperative sales managements are by no means in sgreement as to
whether it is the better procedure to restrict sales operations on a
single market to a single method of sale. Dasata adequate to prove
conclusively the validity of either position are lackmg

As ehain stores assumed greater importance in the distribution cf
fruits and vegetables and in some cases developed their own agencies
for purchasing in producing areas, numerous problems and questions
have arisen regarding the sales policies which cooperative associations
should follow. One of the more pressing problems is whether a
cooperative assocciation should sell its commodities at private sale to
large-scale purchasers located in'markets where other buyers are
required fo obtain their supplies of the sams sssociation’s commodities
through auction channels. In this conpection, the term “large-scale
purchasers’ refers primarily to chain stores, but it also includes other
trade members who buy in sufficient gquantities to purchase at private
sale if given the opportunity by important organizations now using
auctions as exclusive sales outlets in certsin markets.

There spparently is no solution to this problem which will satis{y
sll distribution agencies. 'The most that can be donein this discussion
is to point cut some of the more important factors which must neces-
sarily enter into conmdemtaon by those who are required to make the
decisions,

It must be recognized that definite economies in operation ars
available to the purchaser whe is in position to buy in carlots. The
more obvious of these savings are to bs found in reduction of handling
charges in terminal markets. These savings center largely around
the handling costs incurred on auction piers and subsequent costs of
movement from auction warehouses to the purchaser’s warchouse.
Not all large purchasers, however, have seen fit to “by-pass’’ the usual
terminal distribution agencies by establishing their own purchasing
organizations, as some large-scale purehasers are important supporters
of the auction method. In other words, large-scale purchasers of
fruits and vegetables are not in agreement as to the method which
serves them best. A number of important but rather intangible fac-
tors enter into their decisions in addition to the directly discernible
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savings accruing from terminal handling costa. Amaong thesa may
be mentioned (1) cost of maintaining & purchasing organization whosa
activities extend to the production and shipping areas, (2) difficuition
in obtaining adequate supplies of specific sizes desired without being
required to purchase, also other sizes which are not wanted, and (3)
acquisition of proper storage and railroad track facilities so that ail
possible savings in terminal handling costs may he effected.

Insofar as the facts have been developed during this survey, it is
apparent that some chain-store groups as representatives of large-
scale purchasers are served adequately by terminal-auction-selling
methods, Others have thought it advantageous to set up their own
machinery for the purchasing of fruits and vegetables. It is extremaly
doubtful that having once set up these facilities, they would choose
to return to the older methods used in the terminal markets,

There ars & number of other points which should be considered in
connection with the problem of making private sales to large-scale
purchasers in suction markets. A number of these follow in summary
form:

1. The market coverage on citrus fruit through auctions in all
euction markets averaged slmost 80 percent during the 1934-37
period, when auction sales were expressed as percentages of carlot
unloads. The similar figure for deciduous fruit was 47 percent.

2. The percentage of total fruit and vegetable business done
through chain stores appears {o be substantially less than the cor-
responding percentage of total food sales transacted by chain groups.
In 1933, the proportion of total retail grocery business done by chain
stores in the New England States and in the States of New York,
Pennsylvania and New Jersey was 48 percent of the 1935 total of all
reteil food sales in the ares. It has been estimated that in eight
metropolitan areas located in these States, chain systems wera ratailing
only about 27 percent of the total supply of fruits and vegetables.
The individual market areas and the percentages of fruits and vege-
tables handled by chains were estimated as follows: (4)

Year

1935: Perornl
New York metropolitad &red. . oo oo eeccmenaa 30

1936:
Philadelphia_ _ e 21
Boston_ e 3z
Newark e 41
Providenee._ _ .. . e —e-n 28
New Haven_______ o el 8
Bartford. oo . 21
Springfield___ ____ . __ ... 23

It is of importance fo note that, based on figures of the Bureau of
the Census for 1935, the proportion of total retail food sales transacted
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by chains in 9 auction markets shows an average of 47 percent.
Averages for the individual markets were: Baltimore, 36; Boston, 53;
Chicago, 57; Cleveland, 60; Detroit, 59; New York, 41; Philadelphia,
48 ; Pittsburgh, 50; and St. Louis, 28.

Data for the year 1936 show that in 38 cities 23.1 percent of the
total receipts of fruits and vegetables, excluding bananas, was handled
by chain stores {2, table §1).

These figures serve to show the relative significance of sales through
chain groups and through other channels., Figures for individual com-
meodities are not available, but in all probability percentages for some
commodities are less than the average. There are reasons for believ-
ing, for example, that orange sales through chains in auction markets
are substantially below 27 percenf of the totsl retail sales in these
markets.

3. If sales in carlots are to be made to all large-scale purchasers in
auction markets, the probable effects of the withdrawal of the larger
buyers upon the auctions as indicators of price should be carefully
weighed. The problem of adjustment of auction supplies to the
reduced proportion of demand represented by auction buyers would
be & difficult one to solve because information regarding supplies of
large buyers and their commitments would be difficult to assemble.

4. Present pricing policies of large-scale buyars in auction markets
of some auction commodities are based on an arrival price to be
determined at tims of delivery in the light of auction price levels
existing at the time. If the present value of the auction price of &
commodity were reduced by removal of important buying support at
suction, some substitute pricing arrangement would be necessary.
With increased quantities moving through private sale, assembling
of price information by sellers would be made increasingly difReult.

5. If increased quantities of a commodity now sold at auction are
to be diverted through private sale, sellers must be prepared to assume
increased eredit risks. Many individual cooperative associations and
other shippers handling single commodities or small lines of com-~
miodities would probably be in & very weak position compared to the
suction companies in determining the credit worthiness of their cus-
tomers and in following collection policies which would result in prompt
peyment for purchases.

149528°—30——-7
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