Trade Practices in tlhle U.S. Fresh Produce Wholesale Secto”‘r

Rapid changes in the retail sector, marketing, and supply
chain management have altered the traditional fresh
produce distribution system and the role of intermediaries.

“The direction we want to go is to have
more integrated relationships. We want to
provide value in more than just one or two
areas” James Lemke, CH Robinson.

chrguestions
What is the role of wholesalers in the fresh produce supply
chain?
How do wholesalers adjust to a constantly changing supply
chain?
What practices are wholesalers adopting in order to
compete more efficiently?

Jethodology:

« Interviews with selected wholesalers and distributors in
key U.S. cities.

*Web-based survey applied to 3055 wholesalers,
distributors, brokers, etc.

« Analysis of common characteristics using cluster and
limited dependent variable techniques.

Objecuives

«Categorize different types of wholesalers according
to different produce items

«Identify the role of intermediaries in multiple stages of
the supply chain

«Characterize trade practices in the fresh produce
industry

Lourdes Martinez and Suzanne Thornsbury

Preliminary Results

Overall traditional wholesalers have declined their share in the fresh produce market. Particularly noticeable is the decreasing number of
terminal markets in the country (According to AMC, only 15 main terminal markets now exist in the U.S.). On the other hand, grower/shippers,
specialized wholesalers, and other types of new service-oriented intermediaries are dominating the fresh produce supply chain. Business
models such as forward integration, marketing contracts and more consolidation at the wholesale level are some of the main changes in this
sector. Many wholesalers have successfully adapted to constant changes in the fresh produce market.

Figure 1. Survey Participants by Category of Business* Respond)ems selected the main category of business based on the following definitions
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“Category of business only includes business that
are currently handling fresh produce. Valid N=72

Trade practices are services or requirements
commonly used by intermediaries when buying or
selling fresh produce. Changes in the supply chain
have promoted an increasing number of trade
practices that are in some cases valuable
opportunities for business, as well as demands for
additional marketing services that successful
suppliers must fill.

According to preliminary results, do not

(Fi

Wholesaler were defined as those seling to other businesses and operating from a
wa{rehouse Also known as ‘traditional’ wholesaler, 29% of respondents were in this
category

Grower-shipper are those growing and dlsmbuung fresh produce. Following wholesalers,
24% of respondents were in this categ

Other (14%) includes brokers, marketing non-profit
Importer specializing in fresh produce imports represented 10% of respondents

Commission merchant (8%) arranges for purchase or sale of goods by others charging a
fee for this service

Distributors, 7% of respondents answered they specialize in logistics and operation
management

li iler (4%) those with forward from
production to distribution

Buyer-consolidator (4%) responded they specialize in sorting, packaging, labeling.

Verbal agreements are the
most common practice when
trading with suppliers and are
expected to remain a common
practice. Marketing contracts,
Consignment strategic alliances with
N suppliers and production
contracts are expected to
increase in the future,

Figure 2. Trade practices commonly used when Purchasing 15
fresh produce”

vary their trade practices according to different
products handled. Most wholesaler answered they
were buying and selling almost all the different

categories of products presented in the questionnaire.

Figure 3. Third-party Certifications most commonly

requested by wholesaleres
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Table 1. Main Category of Services Provided by Wholesalers
Services provided
by wholesalers Services most
Shipping commonly provided are
Distribution shipping, distribution
Packing and packing. Other
Wholesaling services include,
Warehousing marketing, sanitation
and

wholesalers EXports) services, imports,

request third-party Other
certifications, Fresh-cut processing

Private labs
21%

retailing, quality control,
and data management

Processing
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Conclusions

Changes in fresh produce markets are imposing new
directions in the way wholesalers establish relationships
with suppliers. Verbal agreements characterized
relationships between suppliers and wholesalers in the past;
however, current practices emphasize more commitment in
the form of alliances with suppliers and marketing
agreements to supply volume and quality required by
customers.

Although traditional wholesalers are still represented in the
market, currently, more intermediaries are specialized in
providing services to their customers, such as distribution,
packing, brand development, etc. In order to satisfy their
own evolving supply chains, wholesalers also request a
higher commitment from suppliers, imposing new trade
practices when sourcing fresh produce. A significant
demand includes different types of third-party certifications.
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