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“The fresh produce system is dynamic and simplistic solutions to complex problems 
are not likely.” 

                                E.W. McLaughlin (2004)  
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INTRODUCTION 

This book has been five years in the making, ever since I realised back in 2015 that the 

produce industry will need to look outside its own competency networks for help in addressing 

the very real industry challenges it faces.  

I arrived in the produce industry at a time when fundamental change was just around the  

corner, starting with the demise of the produce auction system, the introduction of 

computerised inventory and accounting systems, the dominance and rationalisation drive 

displayed by the supermarket sector; being followed by the commercialisation of the Internet, 

and the emergence of China as both a significant produce importer and an increasingly more 

serious contributor towards export business written across some key produce categories 

globally. 

Here in New Zealand, several additional factors emerged as contributors to changes in the 

strategic landscape governing the produce industry. These are net population growth through 

immigration, the deregulation of the economy that started under the Lange Labour 

Government, the injection of offshore investment capital and the reputation,  mana and 

success particularly our kiwifruit and pipfruit industry sectors have consistently  managed to 

achieve in their export markets.   

In such dynamic market conditions, no industry can afford to sit still. The horticulture and 

produce industries have most certainly taken the need for adaptive and flexible business 

strategies to heart, in many cases with enviable results. 

Yet one fundamental issue awaits advancement. As an industry, we have developed 

considerable skillsets in the value creation area, but we have some way to go when it comes 

to capturing the value we have created. 

I would like to think that this book can contribute towards our combined efforts to secure a 

sustainable future for our produce value chains. 

In closing, I would like to thank Anne-Marie Arts for acting as a sounding board for my thoughts 

on industry evolution and Kathryn Foulkes-Baker for keeping me on the grammatical straight 

and narrow, as well as for challenging my thinking on action learning related concepts. 

Thank you also to Tiago Ignacio for contributing his illustration skills and Melanie Trotman for 

getting the manuscript print ready. 

 

 

Dr Hans Maurer 

Auckland, August 2020 

hmaurer@agrichain-centre.com 
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THE PAST 

CHAPTER 1  

HOW THE AUCTION SYSTEM USED TO WORK 

Let us take a hypothetical consignment of peaches that are ready for sale and examine it.  Not 

so many years ago, these peaches would have been consigned to the produce auction as the 

main mechanism for produce distribution. 

This consignment would unlikely have been the only consignment of peaches on offer.  When 

peaches were in season, every grower used to send his crop to the auction.  Off the trees and 

off they went!  The buyers would not know how many peaches would be available at auction.  

They would know how many growers could potentially send peaches to the auction, more or 

less1, and how many peaches to expect, all things being equal2.  The buyers would also have 

a reasonable idea of the number of peaches they would need to buy, more or less, to satisfy 

the demands of their customers.  And - the buyers would have a reasonable idea of what they 

were likely to have to pay for the peaches - just as the sellers/growers had a reasonable idea 

of what price they could realise for the peaches.  There were, of course, a few unquantifiable 

factors in play just prior to the sale/purchase transaction taking place.  And neither side, buyers 

nor sellers, had access to the exact same information. The growers knew the quality of the 

peaches submitted to auction whereas the buyers did not know what they could expect until 

they viewed the stock just prior to auction.   

Individual growers knew how many peaches they had sent to auction.  The buyers only knew 

how many peaches each grower had sent and how many growers altogether had sent 

peaches by turning up to view the stock prior to auction.  So, on a day when, more or less, the 

base conditions were ideal for a transaction to take place, growers would have sent quantities 

of peaches to auction where peach buyers were waiting to see what was on offer. 

Apart from peach growers and peach buyers, there was a third category of individual present 

on the day the transaction was due to occur; the peach auctioneer.  The auctioneer was an 

employee of the auction house.  It was his job ideally to sell the peaches on behalf of the 

grower to the highest bidding buyer.  The auctioneer also started with an information deficit.  

He knew that it was peach season; he knew that there were growers out there who had 

peaches for sale; and, if he knew his job, he probably knew those growers by name.  But he 

did not know until the auction floors opened to receive peaches, how many growers would 

deliver the peaches to his auction, as opposed to a competitor auction house which invariably 

existed and most likely in close proximity. 

The auctioneer did not know how many peaches growers would deliver. He did not know what 

quality grade or fruit size he could expect - and he did not know how many buyers would be 

turning up for auction. Nor did he know how many peaches would be purchased by those 

buyers who would turn up. He did know, all things being equal, that he would be conducting a 

 
1 "More or less" is an expression which has come to mean "Yes, that is approximately the answer".  
2 http://en.wikipedia.org/wiki/Ceteris_paribus 
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peach auction where the volume of peaches on hand would be sold for a range of prices to a 

group of buyers. 

CONCEPTUAL PEACH AUCTION DIAGRAM 

 

The AgriChain Centre, 2020 

The three participants involved in bringing the peach auction to a successful conclusion clearly 

had three different perspectives. The peach grower focused on achieving a satisfactory price 

at market, viewed from his position at the farm gate and waving his peaches goodbye as they 

left his property. The peach buyer focused on being able to purchase the right quantity of 

peaches of an acceptable quality and for a price that allowed him to charge his customers a 

decent margin. In other words, the buyer viewed the peaches from a position within his retail 

environment.  

The auctioneer had the narrowest perspective of the three participants.  He was focused on 

the day's sale.  He wanted that sale to be successful.  This meant he needed to have enough 

peaches of an acceptable quality there to ensure buyers could satisfy their demand and the 

growers responsible for supply were receiving an acceptable price. On top of that, the 

auctioneer wanted the margin he earned in dollar terms to be acceptable as his commission 

was expressed as a percentage (and fixed at 10%) and that peaches and buyers would turn 

up in sufficient numbers again on the next auction day. 

The scenario I have just described was the most basic equation that ensured a successful 

sale. Each party involved measured success with a different yardstick.  Growers deemed the 

sale to be successful if they received a price they perceived to be in excess of their production 

and marketing costs.  Perception being the operative word as growers in many cases operated 

without hard facts.  The auctioneer felt happy with the result if all the peaches had been sold 

and if the overall result had created an acceptable margin for the auction house. Retail buyers 

had a successful auction result if they managed to get the right volume, at the right quantity, 

at the right price and at the right condition into their stores.  

Essentially, these three supply chain participants were operating alongside each other, hoping 

their KPIs were in an alignment of sorts, as the opposite scenario, active cooperation between 
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participants, was actually not possible. A root cause for this situation had to do with the role of 

the auctioneer in this process, something I will cover at a later point. 

In this last paragraph, I described the various states of satisfaction enjoyed by grower, 

auctioneer, and retailer during the sale process - one unique term per participant; the grower’s 

perception, the auctioneer’s result orientation and the retailer’s ‘right’ condition. These three 

terms require further examination which is why they are discussed below. 

 

The Growers’ Perception 

I use the term perception deliberately. The sad reality was that during the heyday of the auction 

system, growers had very little factual knowledge about their true costs. They had however 

come to understand that if they diligently grew their crops and prepared them for market as 

their fathers and their grandfathers had taught them, their return over the course of a crop's 

season would be sufficient to make a decent living off the land. As naive as this may sound 

today, this system worked well whilst a multitude of small growers were sending their produce 

to a select few central distribution points called auctions where a multitude of small retailers 

were competing for that produce. 

The minute the peaches had left a grower’s packing shed he had effectively lost control.  In 

many instances, it was not even his own truck which took the peaches to market, but the 

auction firm’s vehicle collecting the day’s harvest.  The grower did not control how the produce 

was handled, how it was stored overnight, how it was presented for sale and, most importantly, 

how it was sold. 

Growers had little option but to select one – or several, as the case may be – auction houses, 

satisfying themselves that the auction house selected attracted quality buyers and then hope 

for the best.  Unless growers attended auctions – and very few did on a regular basis – they 

had to rely on the information the auctioneers made available to them.  This was often precious 

little.  Price – yes, of course.  The grower was eventually paid, weekly or fortnightly, as per the 

auction house policy.  Individual growers were however seldom told HOW their produce had 

been sold, i.e., the whole consignment for the advised price or in several lots to several buyers, 

with the price advised being the average achieved.  If growers were lucky, a local newspaper 

might carry an auction ‘after action’ report with words to this effect: 

“A reasonable volume of mid-season peaches sold to a steady demand within the $1.30- 

$3.40/kg price range.” 

This general lack of detailed information did nothing to assist growers when it came to 

understanding their business profitability or their breakeven position. The position of providing 

their bank manager with a realistic budget for the next season or financial year was also pretty 

much unattainable. 

The entry barriers into the produce industry were relatively low compared to other agricultural 

industries: seed or young plants were easier and cheaper to obtain for a landowner than calves 

and lambs. 
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The Auctioneer’s Overall Results Orientation 

It was virtually unheard of in the days when all retailers were bidding at auction that one retailer 

would buy an entire crop available for sale.  A single retailer might well have tried to purchase 

the entire line a particular grower had sent to auction that day - but the auctioneer knew that 

it would take several attempts to sell the day’s volume.  The produce available was indeed 

sold by line, a grower at a time, with several, if not all, retailers present bidding for each 

grower’s produce.  In some cases, a line was sold completely to one retailer; in other 

situations, the highest bidder who eventually got the nod after his competitors had stopped 

bidding, only took a portion of the line he had placed his bids for and the balance had to be 

offered again.  Regardless of the finer details, auctioneers judged their success through 

achieving an overall result - an aggregate, an average, call it what you will – but they were not 

typically focused on the result achieved on behalf of individual growers.  

What did occur though, was that over time, auctioneers developed a sense for a price range 

that a day’s offering of a particular crop, say peaches, could achieve across the number of the 

lines put up for sale. That sense was based on quality expectations evolved through 

observations and anecdotal feedback gathered throughout the season. 

We therefore need to examine the role of the auctioneer and that of his employer, the auction 

firm, further, before we look beyond the basic interactions involved in selling produce by 

auction.   

The auction firm provided two services.  

Firstly, the facility to which the peaches, in this case, could be sent and where they could be 

viewed by potential buyers.  In the early days of the auction system this amounted often to no 

more than a roof over the head of the produce, with stock arriving during the evening and night 

hours in time for the next day’s auction.   In later years, produce such as peaches, for example, 

would be stored in cool rooms to ensure appropriate shelf life conditions.  The provision of this 

central point where potential buyers could view and ultimately purchase the produce submitted 

by growers was a major breakthrough.  All of a sudden, produce selling and buying had 

reached a new level of effectiveness and efficiency.  No longer did individual growers have to 

peddle their wares from store to store – and retailers now had it ever so easy to select and 

purchase all their produce requirements at one location.   

The owners of the auction facilities thus had three essential functions.  They needed to ensure 

that on every auction day an as complete as possible range of produce was available for 

prospective buyers to inspect and purchase.  Sufficient numbers of buyers needed to be 

attracted to attend auctions, so that the produce that growers sent to auction was indeed sold. 

The price produce sold for at any auction day needed to be a true reflection of the 

supply/demand position on the auction day.  An auction firm that consistently failed to deliver 

against these essential functions did not enjoy longevity. 

Secondly, the auction house provided the auctioneer.  His role can be further defined as falling 

into ‘pre-sale’ and ‘at sale’ considerations. 
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Pre-Sale Considerations 

By the time the sale started in the early morning, the auctioneer needed to have a clear 

understanding whose product was available for sale and in which condition the produce was. 

The auctioneer started to keep an eye on the delivery area in the afternoon hours of the day 

prior to auction. If necessary, he would call growers whose produce he expected when it failed 

to show up at the time when he was expecting it.  Auctioneers knew, all things being equal, 

how much produce was required for the next sale day – and how much was likely to be 

available.  Having a clear understanding of the balance between supply and demand on the 

day was critical at the moment the auction started.  Auctioneers were therefore up and about 

well before the crack of dawn, checking volumes of produce delivered, the identity of  growers 

who had sent produce to auction and who had not, and the appearance and quality of the 

produce on the auction floor – all of this to form a view on starting prices and the way the 

auction would potential flow, all things being equal. 

 

At Sale Considerations 

Growers typically did not attend auctions.  They were busy back on the farm, tending their 

crops, harvesting, and getting produce ready for the next auction a day or two hence.  The 

auctioneers saw themselves as the growers’ representatives.  Their first job on the day was 

to ensure the auction started on time.  Whilst this might not be considered a critical task when 

viewed in isolation, the peach auction was just one of many due to take place during the course 

of the morning.  Not only did the peach auctioneer have to sell other crops after the peach 

auction had finished but the buyers attending the peach auction did not just have to buy 

peaches.  They needed other produce as well, therefore they needed to attend several 

auctions on the day.  Time was therefore indeed an important factor. 

However, within the context of the entire auction experience timing, mattered even more than 

time itself.  Timing was everything.  Timing determined the amount of produce available for 

sale.  Timing was responsible for the degree of attendance at auction.  Timing drove the 

auctioneer’s action in terms of when he stopped the bidding process.   

Apart from timing, the other key conceptual factor the auctioneer relied on was knowledge.  

Knowledge was the quantity of peaches submitted for the morning’s auction, the names of the 

growers who submitted them and where that left the grower in terms of percentage of crop 

harvested.  Knowledge also stood for the auctioneer knowing who was attending auction, who 

was a serious buyer and who was just a tyre kicker.  Knowledge related to supply and demand 

meant the auctioneer understood what a reasonable auction starting price ought to be on the 

day and at what stage to stop the bidding. 

Most of all though, auctioneers needed to be capable of thinking on their feet.  The “all things 

being equal” equation could not always be relied upon to assure a successful auction.  There 

were a number of variables which could make the difference between a successful and a lousy 

auction.  These variables included, 
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- Less produce being submitted than anticipated. 

- More produce being submitted than anticipated. 

- More buyers than anticipated attending auction. 

- Fewer buyers than anticipated attending auction. 

- Attending buyers purchasing less produce than anticipated. 

- Attending buyers wishing to buy more produce than was available. 

- Quality problems with the produce. 

- Quality problems with the produce packaging. 

- Competing buyers wanting to special the same produce in a week of low supply. 

- Buyers not understanding the supply patterns of key growers. 

- Buyers having a better understanding of supply patterns than the auctioneer. 

- Buyers suddenly changing predictable buying patterns. 

- Inexperienced buyers attending auction in greater than expected numbers. 

Each of these variables had the potential to impact the price of the auctioned produce 

significantly.  Yet buyers and sellers accepted the auction for (under the circumstances) what 

it appeared to be: the most apt price setting mechanism on the day. 

 

The Auction Process 

Before the auctioneer could start the auction, he needed to have three matters clear in his 

mind.  Firstly, he had formed a view of the order in which he would sell the produce submitted 

by growers.  Secondly, he had located the key retail buyers in his audience and therefore 

understood who would or would not bid for the produce on a line by line basis.  Thirdly, he had 

established a starting price in his mind. 

If everything went well, he would then sell complete grower lines at a time for a price he was 

happy to settle on. 

Unfortunately, things did not always go to plan.  The most common issues that deviated from 

the auctioneer’s ideal world were: 

- Grower lots being larger than required by individual buyers. 

- Buyers not being entirely clear on what they were bidding for and causing confusion. 

- Bidding being sluggish for one reason or other. 

- A buyer who had placed the highest bid on a line, then choosing to only take a fraction 

of the volume available.  The balance of the line therefore needing to be put up again. 

- Demand varying greatly and focusing excessively on individual growers’ lines. 

- Buyers suddenly losing interest and moving on to another sale. 

In summary then, the three auction participants, grower, auctioneer, and buyer, were driven 

by different motivational factors, had different objectives, and viewed success differently.  The 

only thing that held them together, participating several times a week in a ritual that was not 

satisfying any of them comprehensively, was the lack of a working alternative to the auction 

system.   

And it was not as if alternatives had not been considered.  
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Post Auction Challenges 

Once the auction had concluded, ownership was assumed to have passed to the 

buyers/retailers and it was their responsibility to get the produce they had bought to their 

stores.  Naturally, retailers wanted that to happen in the most expeditious and efficient way 

possible.  The greengrocers typically had arrived at the auction in their own trucks.  Purchased 

produce would be loaded onto the trucks either once payment was made in cash or the 

produce bought had been entered against the retailer’s account.  During the 1980s auctions 

introduced computerised records and, in theory at least, keeping track of what had been 

bought and what price the purchase had been made, was getting simpler. 

Supermarkets had typically contracted out the cartage of produce to their stores to 

independent owner/operators. Once the buyers had concluded the purchasing process, the 

produce bought was allocated against the various store orders received the previous 

afternoon, and in exceptional cases, in the morning prior to the auction commencement.  This 

was rarely an exact match. 

Getting the produce into stores presented a two-pronged logistical challenge.  The produce 

auctions were conducted on a product by product basis.  This meant that by the time the entire 

auction was over for the day - which was when the last product auction had been concluded 

– the produce purchased by a retailer was spread across the entire auction complex.  In the 

case of retailers with multiple outlets who wanted to send composite loads to stores, this meant 

that someone, typically buyers, had to first determine the individual store volumes before the 

contract drivers who doubled as pickers and loaders could start loading the trucks.   

Supermarket retailers did not necessarily possess the luxury of having dedicated trucks solely 

for specific stores.  This meant that dependent on day of week and time of year decisions had 

to be made about which store deliveries had to be combined onto one truck, which store 

needed more than one delivery and whether there was any merit in sending stores an early 

partial delivery. 
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CHAPTER 2 

THE RETAILER’S ‘RIGHT CONDITION’  

The auction is over.  The produce has changed hands.  The grower will in due course be 

notified by the auctioneer that the produce has been sold without naming the purchaser.  The 

responsibility for the produce, the ownership and therefore the risk, have now been passed to 

the retailer – who obviously cannot sell the produce from the auction floor but needs to get the 

fruits and vegetables to where his customers are.  This realisation, to some extent, also drives 

the retailers’ behaviour during the auction.  The retailer was acutely aware, for example, that 

buying the ripest produce on offer during auction or produce that was not packed well 

constituted a risk from a shelf life and quality perspective and retailers were very risk averse 

when it came to shelf life! 

In times gone by as well as right now, the retailer’s best friend is consistency. What retailers 

hate most is uncertainty.  Unfortunately, retail buyers found very little of the former and plenty 

of the latter at auction.  Retailers did not know for certain how many growers would send 

peaches to auction or how many peaches individual growers would be sending.  They only 

had an anecdotal understanding of the peaches’ quality on the auction day.  There was also 

little certainty about how the auction was likely to run.  The only certainty that existed was that 

auctions were unpredictable. 

The retailers’ right condition or optimal auction outcome (O) was an ‘acceptable’ blend of 

timing (T), knowledge (K) and consistency (C) with as little uncertainty (U) as possible. 

The supermarket produce buying teams relied on stores to know the approximate time when 

their market trucks would turn up with the produce bought this morning and therefore expected 

stores to have sufficient stock in hand to cover the consumer demand between auction days. 

The stores expected their deliveries to contain what they had ordered in type, variety and 

quantity, did not like to see shortages and, most certainly, no unexpected price increases that 

would slow down the pace at which produce sold as this would cause – invariably - additional 

shrink at retail.  The buying team could only buy what was available, at times could miss out 

on stock altogether, was not always able to supply every store with the correct order and, at 

times, bought items that the store had not ordered but was going to receive anyway. 

The retailers’ success formula of O = (T+K+C)-U was therefore never an absolute and 

determinable construct but consisted of compromise at every level. The concept of sourcing 

commodities via auction was always a source of potential conflict between the various parties 

involved. 
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CONTRIBUTING FORCES 

Supermarket Dynamics 

The relationship between produce buyers and stores was a complex one.  For starters, it was 

an unwritten rule in most supermarket companies that successful produce managers with a 

flair for achieving their gross profit targets were eventually offered a role in the buying team 

as vacancies opened up.  Having produce managers move into the role of produce buyers 

ensured a degree of continuity and product knowledge.  Produce buyers were expected to 

know what they were doing, for example: being able to translate in their heads that sending 

stores an extra unordered three bins of cabbages would result in an additional two hours of 

store labour being used to get the cabbage trimmed and shelf ready. 

The ongoing tensions between produce buyers and store produce managers revolved around 

the sales and labour capacity of individual stores.  The ability of an individual store to sell 

produce deserved to be constantly tested in the eyes of the company’s senior management, 

as striving for additional sales was a core driver for any business, especially in the perishable 

food segment.  Produce managers were meant to understand the sales dynamics of their 

stores.  On top of that, the department’s budgets and wage percentage allocations were based 

upon an agreed and negotiated target that could reasonably be expected to be achieved in 

the eyes of senior operations management.  That was a challenge for stores where it was 

known that the percentage of customers purchasing produce was lagging behind the company 

average.   

Against that stood the instructions the buyers operated under as members of the merchandise 

team department. 

Produce, as constantly mentioned here, is perishable and therefore unpredictable. The buyers 

did not know what they were going to find at the auction on any given day.  Feast or famine 

were equally possible options, either of them capable of occurring with little prior warning. 

What was a buyer to do if presented with an opportunity to run a tomato special that was not 

planned for?  Let the opportunity pass so that a competitor could avail himself of it instead? 

Unlikely! 

Buyers were under instructions to react to what management termed “Opportunity Buys”, or 

words to that effect.  Produce managers were meant to achieve their sales targets and stick 

to their cost budgets. 

An additional unordered volume of produce with the instruction, “just build a larger display”, 

was seen as a serious threat to produce department productivity by stores which had slotted 

into a comfortable groove where they were managing within the constraints of their perceived 

reality and had become risk averse.  In contrast, there were stores which thrived on opportunity 

buys and took the position that gross profit percentage could not be banked, but sales dollars 

could!   

Opportunity for conflict aplenty then – and that was before the accountants became involved. 
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The Cost of Distribution 

Distribution costs were straight forward under the auction system.  The contracted carriers 

sent the retailer an invoice at the end of the week, covering the cost of getting the week’s 

produce into the stores.  Invoices were either for fixed amounts based on historic averages 

across the year, on a ‘item carried this week’ basis or, in the case of the larger chains with 

multiple stores, the total invoice would be apportioned across the stores on the basis of 

contribution to turnover.   

These invoices were typically allocated to the stores’ general expense accounts or a dedicated 

transport account.  Either way, the processes of buying produce, distributing produce to store, 

and paying the transport bill were discrete activities which had not been coordinated or linked 

in any shape or form.  There was no attempt to allocate the transport cost to the produce and 

retail price calculations were kept pretty simple.  Retail buyers took note of the purchase price, 

calculated a retail price that met their mark-up or margin expectations, the relative competitive 

price position, and the need to pay sales tax, VAT or GST. 

All retailers behaved the same. They 

- bought their produce. 

- carted it to their stores. 

- paid their transport bills. 

- calculated their selling price based on the purchase price. 

Cost of transport from the auction to the stores was paid from stores’ general expense 

accounts and was not reflected in the purchase price used to calculate the selling price.  

Although operating behaviours were the same, regardless of whether one was a greengrocer 

with one store or a supermarket with a few dozen outlets, the telling difference was the volume 

of produce one could sell and therefore needed to purchase.  Larger retailers bought greater 

volumes.  Typically, the ability to move a larger volume of produce translated into lower cost 

prices of sorts.  There is a reason why I am a little cautious in how I express this volume/ cost 

ratio because matters were not always so straight forward.   

Common sense would suggest that the greater the volume one purchases, the cheaper the 

price would be. That equation applies only though when supply is greater than demand – and 

supply would need to outstrip demand substantially- in order to achieve significant price 

reductions.  Supply was finite at the auction. The volume submitted by growers had to be 

shared amongst all buyers with demand.  Taking that thought a step further, the state of supply 

and demand varied along the auction timeline. 

As the volumes growers submitted to auction built up at the auction facility, supply was 

fluctuating.  It did not become finite until the auction house stopped receiving and the last 

grower who has sent produce to auction has unloaded his truck.  Demand would remain in an 

anticipated state until the auction was under way and demand crystallised in terms of strength 

and quality by way of bids received. 

There is a quality aspect to both supply and demand.  Supply can either be homogenous or 

fragmented – even if it is in a state of equilibrium with demand.  If all peaches were supplied 

by one grower only, buyers would view the state of supply differently from when 24 growers 
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were to supply an equal aggregate volume on the day.  Conversely, demand was not driven 

by the number of people bidding at the auction but by the potential purchasing volume they 

represented.  One greengrocer not showing up in time for the auction was not a big deal.  A 

key supermarket buyer being delayed, however, altered the auction outcome totally.  Supply 

can also be impacted by time of year, regional variation, growers’ harvest timing, growers’ 

attention to detail or otherwise, the type of packaging used, the way the produce was packed 

and the way it was handled throughout the entire post-harvest process. 

Demand, to be clear, was not quantifiable by purely counting the number of potential bidders 

present before the auction started.  Instead, it only materialised during the auction process.  

Who is actually bidding?  How aggressive is the bidding process?  Is the auction progressing 

at a sluggish, steady, or frantic pace?  Is the top bidder taking the entire line he is entitled to?  

How many lines have to be put up again as a result of top bidders only taking part volumes? 

What this all boils down to is that the auction was a dynamic mechanism, which was utterly 

unpredictable until the process was underway and where physical availability of supply was 

by no means the only indicator of where a price would establish itself. 

Another observation that related to the auction was that, at best, any day’s auction prices at 

the markets could only be viewed as an indication of sorts, with regards to what the prices at 

the market might be the next day.  It was not something that could be relied upon as gospel, 

as the principal underlying conditions could well be totally different the following day.   

In the absence of a workable alternative system, growers were happy to accept the auction 

system as the credible setter of market value.   

Retailers, on the other hand had started looking for alternatives as the downsides of the 

auction system had started to outweigh the positives.  The key corporate retailer issue was 

lack of certainty in terms of supply and consistency as the number of stores they were buying 

for increased from year to year.  
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THE PRESENT 

CHAPTER 3  

THE EXTENT TO WHICH THE INDUSTRY HAS CHANGED AND WORKS TODAY 

A Fundamental Economic Issue  

Every time   shoppers pick up an apple, a head of lettuce or a banana in a retail produce outlet, 

regardless of size or type, an unspoken social contract has been fulfilled.  The shoppers know 

that somewhere in this world someone has grown the produce they have just bought, so they 

have something to feed themselves and others they provide for.  The shoppers know there 

were costs involved and therefore also know they cannot just take the produce and walk away.  

They know that they have to pay.  They realise the exact purchase price they have to pay 

because the produce display is clearly ticketed.  And because we live in an age of 

convenience, they also know that when they get to the checkouts someone will total all the 

individual items they have bought and advise them of the total shopping basket price.  

Shoppers will therefore possibly not remember exactly what they had paid for the head of 

lettuce or the half dozen peaches they had bought – but at the point of purchase they would 

have at least subconsciously made an assessment of sorts about the price of the produce on 

offer.   

For the shoppers, the social contract is a relatively straight forward affair.  They need to eat, 

so will continue to buy, as long as they have access to money.  Before they buy though, they 

need assurance that they are getting value for money, that they are buying competitively.  

They achieve that level of assurance not through running around with a physical or mental 

calculator but through a subconscious process about which neuroscientists have written 

countless research papers while still not understanding fully what the ultimate trigger points 

are.  For our purposes, the position the shoppers finds themselves in is quite simple: they 

have several reference points, probably quite unique individually, which determine whether 

they buy or not.  Once they have concluded the purchase, they have a fair idea that some of 

the money they have handed over for the head of lettuce or the half dozen peaches might 

represent value add, GST or sales tax, that some of it is retailer margin and profit, that there 

are some costs incurred in getting the produce to them, and that the store will pay its supplier 

for providing and/ or growing the produce in the first place. 

Shoppers do not know any of the details but because they are used to seeing produce for sale 

every time they go to the store, they can be excused for assuming that the system of getting 

paid along the supply chain works as well as getting the physical produce onto the store shelf 

itself.  And they are right as far as the system is concerned.  Growers grow, sell their produce, 

and get paid.  The costs along the way will get paid for by whoever is incurring them, and the 

retailer gets paid as well - typically, by shoppers. 

What shoppers clearly have no idea about is whether the system of getting paid is working 

well – or even just exactly how it does work.  And in all fairness, they should not have to worry 

about that; it is complicated enough as it is and can vary from crop to crop, by supplier, by 

season and by country of origin.  The closest they probably get to learning something about 

price fluctuations is when there is an extreme weather event, a flood, a drought, a hurricane 

or a tornado, because that is when the media interviews growers, wholesalers and retailers to 
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find information for populist articles on perceived unjustifiable price hikes caused by these 

weather events.   

The shoppers’ satisfaction equation could therefore be expressed like this: 

S= AP+ QP +PrA+CS+SOS 

Where, 

AP    = Produce Availability 

QP    = Produce Quality 

PrA   = Acceptable Price 

CS       = Confidence in the Supply Chain 

SOS   = Social Satisfaction 

S      = SHOPPER SATISFACTION 

Availability is critical. Quality lies in the eyes of the beholder and is often driven by the ultimate 

use the produce is intended for. The price needs to sit within a range that shoppers 

subconsciously accepts as being reasonable. Confidence in the supply chain is growing in 

importance, as is social satisfaction. Will these tomatoes taste like real tomatoes? Am I able 

to purchase the same type of lettuce when I come back next week, looking just as good? Were 

these apples grown organically?  To what extent do I need to worry about spray residue on 

my vegetables? To name just a few questions shoppers ask themselves every day. 

Supermarket retailers who gave thought to shopper satisfaction beyond paying lip service 

soon realised that achieving shopper satisfaction (S) very much depended upon an OPTIMAL 

AUCTION OUTCOME (O) achieved by the produce buying team. 

 

Demand & Supply in the Produce Industry 

An equilibrium exists in any industry when supply and demand are evenly balanced. This is 

particularly critical in the fresh produce industry as an oversupply of produce leads to 

increased waste and lower prices, whereas higher-than-expected demand can result in 

shortages and higher prices.  The produce industry used to revolve around a distribution model 

until a few decades ago which institutionalised the precise two situations I just described and 

anything in between. 

The industry has however changed since the 1970s.  This change has been driven by a 

combination of advances: communication technology; refrigeration technology; post-harvest 

crop care and storage methods; distribution methods; the globalisation of corporate retail 

efforts; political change; and free trade agreements.  The auction system has been replaced 

with price negotiation frameworks conducted at wholesale level.  Supermarket chains globally 

prefer to buy their produce directly from growers and packhouses which means volumes 

destined for those consumer channels bypass the wholesale trading floors which have 

replaced the auction systems.  The wholesale markets are being referred to as terminal 
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markets in the US, that is, the markets where the produce ends up that cannot be sold directly.  

As a consequence, a straight-forward daily demand/supply equilibrium indicator used by the 

entire value chain for their price negotiations no longer exists and pricing decisions are made 

on the basis of individual transaction within discrete supply chains instead.  Before I discuss 

these changes and their consequences further, I would like to highlight the core issue of the 

produce industry: the consequence of supply and demand at no point in time ever being in a 

state of equilibrium. 

As far as the produce industry is concerned there are a number of significant factors which 

contribute to the fact that a true and sustainable equilibrium cannot be achieved. These are: 

- Fruits and vegetables are in the first instance seasonal.  Demand therefore varies, even 

if imported crops are able to extend the availability time frame. 

- Fruits and vegetables are not manufactured but grown, in soil or other growing media. 

There is a constant risk that nature interferes by way of inclement weather events and 

often does. Supply can therefore vary based on production challenges. 

- Growers compensate for this situation by spreading their risk. They either spread their 

production across several properties and/or grow a percentage above the anticipated 

demand to cover any production losses. When production losses do not occur or are 

less than expected, the ‘surplus’ product will still be typically offered for sale rather than 

the harvest being disposed of at an earlier stage.  Supply therefore exceeds demand. 

- Food retailers use fruits and vegetables to drive their overall marketing strategies. Sales 

are therefore not necessarily reflective of true demand and the demand scope for the 

following weeks can become skewed. 

A more realistic equilibrium objective for a manager involved in supplying fresh produce into 

consumer channels is to achieve the “most practical outcome possible” in any given period of 

time. 

 

Retail Margin Management  

The objective of any retailer is to sell his or her wares at a profit, regardless of what these 

products are. In order to do so, retailers need to buy the goods they intend to sell at a price 

that allows them to add a mark-up, thus earning a margin, whilst offering their goods to the 

consumer at competitive prices. Produce retailers are no exception to this general rule. 

The retailer of old understood very clearly that in order for his store to be a commercial success 

he needed to achieve a balance between what his customers deemed an appropriate 

assortment of fruits & vegetables, a sufficient volume of stock on hand, and an acceptable 

price range.  Any error of judgement related to one or more of these balancing factors results 

in shrink, margin drop or opportunity costs – or a combination of these consequences. What 

counts ultimately is the financial performance of the produce department as a whole.  Stocking 

too narrow a range, carrying too much product, and being either too cheap or too expensive 

are all contributing factors to poor financial performance. The skills profile of good produce 

managers and produce buyers includes navigating through these challenges and delivering 

an acceptable gross profit for the produce department as a whole. 
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A produce department typically stocks between 400 – 800 Stock Keeping Units (SKU), 

depending on the store demographics and its size.  Every item has a different cost, a different 

price negotiated on the day or, at most, for the week. 

The arrival of category management into the produce arena has been a challenge in this 

regard.  Under the departmental approach, it was understood by all concerned, growers 

included that hard vegetable crops with longer shelf life, e.g., potatoes and onions would be 

sold at higher gross profit margins to support the ability to move highly perishable fruit, e.g. 

strawberries and peaches at lower margins faster through the value chain. 

Category management principles challenge this approach.  This theme will be picked up again 

in Chapter 7. 

 

The Five Levels of Margin Management 

There are several levels to the Margins debate. The first and most basic level is: what is it and 

how do I calculate it? I do not want to waste my time writing about something every retailer 

should understand but unfortunately too few do. And margin and mark-up are very often 

confused with each other, often with disastrous consequences for a business. 

The second level is product or category related earnings determinations. What should the 

margin, or gross profit, on potatoes be, compared to the one earned by strawberries, bananas, 

or turnips? What is realistic, what is fair, and what is downright obscene? 

The third level looks at the overall fresh food department in question, be that meat, produce, 

deli, bakery, or seafood - and there may well be consolidated fresh food department gross 

profit expectations at that point as well. The meat department, for instance, includes the 

poultry, beef, sheep meat and pork categories and within the sheep meat category, for 

example,  there are subcategories such as lamb, hogget and mutton and products related to 

the three – legs, racks and chops, to name a few. 

The fourth level is the company level. What is the gross profit the overall business delivered 

last week? Was it above or below budget? What were the underlying reasons for the 

performance? What can we change? How can we improve the margin mix? 

At every one of those levels, managers are busy analysing the product or product ranges to 

death, in an attempt to optimise product, category, departmental or business performance. 

These managers go by various titles: Product Manager, Category Manager, Merchandise 

Manager, Divisional Manager, General Manager Fresh Foods, Managing Director. It does not 

matter what the individuals are called, they are all concerned with the same task: the profitable 

performance of whatever it is they are responsible for.  It would be fair to say though that 

regardless of how much energy and effort goes into the continuous process of setting margins, 

results analysis and readjustment, ultimate success will be denied unless the organisation – 

in our example, the supermarket company – achieves the ability to generate at the fifth level, 

the consumer level. 

What do I mean by that? Let us go back to the lower levels first. At product level, potatoes will 

always be sold at higher differentials than strawberries, for example. The reason? Well, one 

product has a longer shelf life than the other and does not have to be sold so fast. Guess 
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which one! The fact that the potato supplier harbours black thoughts about the supermarket’s 

potato buyer and feels it is unjust that his product has to support the bargain basement prices 

he considers the strawberries to be selling at is beside the point.  The produce department 

has to deliver an overall acceptable gross profit and this is achieved by balancing products 

against each other, depending upon their shelf life, consumer appeal, time of year, the 

condition of the product, and the choice of advertised specials in any given week. The fresh 

food departments have to deliver margins at certain levels in order to compensate for the lower 

FMCG margin earnings ratios. In supermarket centre aisles, whole categories can at time 

hover at the breakeven point when competitive pressure demands downwards price 

adjustments. 

Unless the business banks a certain amount of dollars at an acceptable gross profit, 

shareholders, owners, institutional investors, and business media commentators will have 

their pound of flesh whenever financial results are released. All efforts into gross profit 

management are thus applied in good faith and for a good cause – keeping the business in 

business. 

And yet, at the fifth level – that of the consumer – do I care about the supermarket’s earnings 

policy? No, I do not.  

Will those consumers, who are customers making purchases on behalf of themselves and the 

other consumers who are part of their households, buy more potatoes in order to support the 

supermarket’s margin mix in relation to berry fruit? No, they will not. Do they think about store 

profitability when they toss fresh produce, canned goods, and nappies into their trolleys? No, 

they do not. 

What do they care about then? Here is an example. A customer comes home from the weekly 

supermarket experience and exclaims, “Guess what! Smoked salmon pieces are only $17 for 

500g at Supermarket A. At Supermarket B they are always at least $37 for the same amount. 

I have noticed that for the second time now. So, I did my whole shop this week at Supermarket 

A.” 

Customer perception: that is what the fifth level is all about. All that careful work in getting the 

margin structure right and then customers allow themselves to be influenced by what they 

see. Shouldn’t be allowed, should it? But how do you stop it? The truth is that we cannot. 

Consumers have always had a mind of their own, but today’s consumers are a lot more 

discerning than their parents used to be. Customers will shop where it suits them, and their 

buying decisions are based on personal preferences and perceived value. 

We are moving from the age of market segmentation into the age of market fragmentation and 

many shoppers are going back to the old “butcher, baker, candlestick maker” shopping model 

– for candlestick maker, read greengrocer – and that is before one starts to consider on-line 

models, new entries, and ethnicity based options. So, is it not time therefore that supermarkets 

become more consistent at managing margins at the fifth level, the consumer level, if they do 

not want their entire model to implode?   

I would say so. 

  

http://www.knowledgescotland.org/images_db/renwicksupermarket%20pricing%20paper%20_2_.pdf
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THE FUTURE 

CHAPTER 4 

A CASE FOR FAIR AND SUSTAINABLE PRODUCE PRICING 

The world has moved on and the produce auction is no longer the place where produce prices 

are established.  The produce trade continues to expand and increase in complexity, and 

prices are set on a daily, weekly, and monthly basis in some cases by private treaty or 

negotiation. 

These price setting mechanisms of today are not sustainable and are out of balance.  The 

demise of the auction system, the increase in leverage enjoyed by the global supermarket 

giants and the rationalisation of the produce supply chain along its entire length have been 

major contributors towards this lack of balance, as have increased consumer information 

demands, changing shopper behaviour and the technological advances of the last twenty 

years.   

Will it be possible to establish a fair and sustainable future pricing framework in a consistent 

fashion through harnessing the insights and technological advances we have available today? 

I would like to think that the answer is “yes”.    

But rather than aiming to incrementally replace ineffective manual systems with equally 

ineffective electronic ones, I believe we need to look outside the industry for more radical 

answers. 

I have over the years read plenty of management texts and literature drawn from a broader 

spectrum. There are seven thinkers and writers who have left a particularly lasting impression 

upon me and I believe the answers we need to seek within the fresh produce industry can be 

gained through combining the learnings available from studying and understanding what these 

thinkers were trying to tell us and apply this to the challenges of tomorrow’s fresh produce 

industry. 

Six of these individuals are Ronald Coase, Reginald Revans, Kenichi Ohmae, Barry Nalebuff 

and Adam Brandenburger and Peter Drucker. I will briefly discuss the contribution each of 

them has made to the worlds of economics, learning and strategy and will then attempt to 

draw their respective essences together, in an effort to bundle them and create a stimulus for 

the produce industry of the future. 

The seventh is the Roman orator and multi-talent Marcus Tullius, Cicero who had a profound 

influence on the way I view relationships in general, and business relationships in particular. 
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RONALD COASE – The Nature of Firms & Transaction Costs 

1910 - 2013 

Ronald Coase, winner of the Nobel Prize in Economics in 1991, asserted that production is 

organised in firms when the transaction cost of coordinating production through the market 

under imperfect information conditions is greater than within the firm. In his ground-breaking 

1937 article “The Nature of the Firm” he also refers to economist D. H. Robertson, who 

discussed “islands of conscious power in this ocean of unconscious cooperation like lumps of 

butter coagulating in a pail of buttermilk.” Coase’s reference to Robertson occurred within a 

broader examination of the role planning plays within economic systems.  Of particular interest 

to Coase was the way production occurs.  Coase (1937) states that “outside the firm, price 

movements direct production”. In relation to Robertson's buttermilk analogy, Coase asked why 

these islands of conscious power exist “if the standard economic argument states that 

coordination is carried out by the price mechanism?” In other words, why do we need firms or 

companies if the markets are efficient? 

 

TRANSACTION COST MODEL 

 

innovationstactic.com   

 

Having asked the question, Coase then tries to answer it by introducing the role of the 

“entrepreneur who directs production in firms.”  In discussing the “costs of negotiating and 

concluding a separate contract for each exchange transaction which takes place in a market”, 

Coase makes specific reference to “produce exchanges as an example of markets where a 

technique is devised to minimise...contract costs” and sums up by stating, “The main reason 

why it is profitable to establish a firm is to lower transaction costs.” 

When Coase wrote this in 1937, he could not have anticipated the emergence of the Internet 

which, following Robertson’s buttermilk analogy, has not only increased the amount of 

buttermilk and the corresponding coagulating lumps of butter in the pail, but is also responsible 

for the fact that both pail and contents have become totally unpredictable, as has the rate of 

coagulation. 
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Coase had recognised this some years prior to his death in 2013. He maintained that whilst 

physics had evolved beyond Isaac Newton and biology past Darwin’s assertions, economics 

was still stuck in a market efficiency mindset as per the theories advanced by Adam Smith. 

Coase was calling for change and specifically, a more practice focused economics orientation. 

As early as 1937 Coase had reached the conclusion that “the fact of uncertainty means 

people have to forecast future wants.” 
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REG REVANS – Action Learning 

1907 - 2003 

Reginald (Reg) Revans was a British Olympic athlete, astrophysicist and educator who 

conceptualised and developed Action Learning. He passed away in 2003 aged 96. Action 

Learning can be described as “an approach to solving real problems that involves taking action 

and reflecting upon the results. The learning that results helps improve the problem-solving 

process as well as the solutions the team develops.” (IMCA, 2003) 

Revans’ starting point was that in order to cope with Change, individuals and organisations 

needed to find better ways to initiate and sustain Learning.  He coined the formula L = P+Q, 

where L = Learning, P= Programmed Knowledge and Q= Insightful Questions.  

Q was very much the focus for Revans.  P was, in his view, easy to obtain.  It could be found 

in the systemised learnings of others which most likely had been recorded in books, journal 

articles, presentations, and business documents. Revans considered P to be dated and 

relatively useless for finding solutions to new problems without the deployment of Q. 

 

 

IMCA    

Action Learning also includes a significant Reflection component and is a planned rather than 

a spontaneous activity.  

This brings me to the point I want to make: if we cannot generate good answers to our 

challenges, we ought to look at the quality of the questions we are asking! 

Two of Revans’ many sayings are of particular interest to me. These are:  

- “Learning must be equal to or greater than the rate of change”; and, 

- “There can be no action without learning and no learning without action”. 

Revans was adamant that learning for the sake of it and without an appropriate degree of 

action was essentially a waste of time.  Similarly, he considered charging ahead with action in 

order to be seen to be doing something and without learning as a basis, as an ill-advised waste 

of energy and effort. 
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KENICHI OHMAE – Strategic Thinking 

1943 -  

Kenichi Ohmae appears equally comfortable in the Japanese and US economies and 

societies.  After completing a doctorate in nuclear engineering, he started his management 

career with global consultancy firm McKinsey & Co.  He worked for the firm in the US as well 

as Japan and is a prolific writer.  One of his better-known earlier books is “The Mind of the 

Strategist – Business Planning for Competitive Advantage”.  The book introduces the reader 

to “the art of strategic thinking” and herein lies a critical paradigm shift Ohmae expects of his 

audience.  Strategic thinking is undoubtedly a skill set and a high level one at that –but an art? 

As far-fetched as this might sound, Ohmae is right and nowhere is this better illustrated than 

in this figure, entitled Three kinds of thinking process. 

 

THREE KINDS OF THINKING PROCESS 

 

The Mind of a Strategist   

According to Ohmae, mechanical systems thinking leads to nothing other than the 

rearrangement of existing elements.  Intuition is a necessary aspect of any thought process 

but as the ‘main event’, its application has local optimisation as its outcome.  Strategic thinking, 

according to Ohmae, achieves transformation.  Understandably, Ohmae cautions that “rowing 

harder does not help when the boat is heading in the wrong direction”.  Getting the strategy 

right is therefore paramount.  
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NALEBUFF & BRANDENBURGER – Coopetition 

1958 -  ; 1959 -  

During World War II, the British Admiralty was desperate to improve the strike rate of its fleet 

against German submarines.  At some stage they realised that they could increase their level 

of success by making decisions on a range of new concepts, rather than allowing their 

captains to use the intuitive approaches that were common at the time.  These new concepts 

were not only radical and went ‘against the grain’ but were so new that documentation came 

later!  In 1994, John Nash, John Harsanyi and Reinhard Selten were awarded the Nobel Prize 

for Economics in recognition of developing the basis of those concepts which were so 

successful in sinking U-Boats.  That basis is called Game Theory. 

In the nineties, Nalebuff & Brandenburger adapted game theory into their Coopetition concept 

- a “strategic way of thinking that combines competition and cooperation”. 

 

THE VALUE NET 

 

Nalebuff & Brandenburger, 1996   

Customers, company, competitors, and suppliers need no further explanation. A 

‘complementor’ produces a product that adds value to one’s own when the customer has both.  

The example given by the authors is a hot dog and mustard. 

The origin of game theory as well as coopetition goes back as far as the wisdom of the ancient 

Romans.  Cicero once said, “Do not hold the delusion that your advancement is accomplished 

by crushing others”, demonstrating a clear understanding of the fact that one could achieve 

more by working with other like-minded people instead of acting as a lone ranger. 
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PETER DRUCKER – Predicting the Future 

1909 - 2005 

This man needs little further introduction.  Suffice it to say though that Drucker was not an 

economist, but an exceptional thinker on just about any management related topic he cared 

to examine. He had plenty to say and to write since starting out as a student in Vienna after 

the war that was meant to end all wars. His lasting legacy for me has been this statement of 

his: 

 

 

Like Coase and Revans, Drucker was productive into his nineties.  Unlike Coase, he wrote 

prolifically, and, unlike Revans, he was easy to understand.  When the learnings generated 

by these three exceptional minds are combined with the work of Ohmae and Nalebuff & 

Brandenburger, then it may indeed be possible to create new futures – and the future most 

important within the context of this publication is the one related to fair and sustainable 

produce pricing. 
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MARCUS TULLIUS CICERO – Grain Procuror 

106 BC – 43 BC  

We know more about Marcus Tullius Cicero than about many other early Romans.  A key 

contributing factor is that Cicero was very active across the multiple ‘occupational’ categories 

deemed suitable for a man with his family background.  He comfortably moved between 

oratory, philosophy, politics, linguistics, advocacy, and officialdom. 

In 75 BC, Cicero was Quaestor of Sicily.  A Quaestor was a mid-level magistrate, acting in 

support of a provincial governor.  Typically, Quaestors oversaw the provincial treasuries, which 

were closely linked to the collection of taxes and, ultimately, the flow of funds into the Roman 

coffers.   

At times, Quaestors had additional functions, for example, the provision of food for Rome.  

Cicero did have this responsibility and he has left us an impression on how he judged his 

performance at the time in a speech fragment in his Verrine Orations. 

“I had sent off a vast amount of grain at a time when prices were extremely high. The universal 

opinion was that I was civil to the financiers, fair to the traders, generous to the Sicilian cities, 

kind to the allies.” 

MARCUS TULLIUS CICERO 

 

Capitoline Museums, Rome   

Sicily, at the time of the Roman Republic, was the breadbasket of Rome, producing a large 

percentage of the annual grain harvest Rome relied upon as a food staple. 

Cicero’s remark about his performance as a grain procurer brings us back to the challenge 

today’s commodity-based produce industry faces since the demise of the auction system.  

I propose to apply the combined learnings generated by the gentlemen discussed in this 

section to finding a satisfactory answer to this question.  
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CHAPTER 5 

THE PATH AHEAD 

The produce industry clearly needs to reinvent itself, iso it can find new sustainable value 

platforms.  This cannot be achieved through incremental tweaking but through fundamental 

and disruptive change.   

The purpose of this section is to openly think about what might be possible within the fresh 

produce industry.  For every proposition made here, it would be possible to discuss why the 

proposition does not make sense, cannot be implemented or is totally nonsensical. 

I will not go down that path.  Change is needed.  New solutions therefore need to emerge, be 

presented, and be discussed. In this section, I therefore intend to present my thoughts and 

make the case for moving forward along those lines. My intention is to stimulate debate. 

Readers will note that the Coopetition model advanced by Nalebuff and Brandenburger does 

not feature in this section.  This is not an oversight but a deliberate exclusion at this point, as 

I view the Value Net model as a state to be aspired to – but in order to be able to effectively 

and efficiently operate within a value net, individual organisations first need to undergo a 

transformation.   
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Proposition I 

Coase, Revans & Co. are relevant to any industry and every one of the thinkers cited makes 

an important contribution. 

 

Maurer 2015    

“Any” industry surely also includes the produce industry, even if it might not be obvious initially.  
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Proposition II 

The fresh produce industry can learn from Coase, Revans & Co. and every one of the thinkers 

cited touches, and is relevant for, the produce industry in one way or another. 

 

 

Maurer, 2015    

What are these thinkers trying to tell us?  What lessons can we learn as we search for new 

sustainable industry models? Propositions III – VII are attempting to spell this out.  
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Proposition III 

Cicero clearly points us in the direction of cooperating with others.  Today, legislation typically 

limits the extent to which commercial entities can cooperate without crossing the line. 

Nevertheless, in a world where globalisation and rationalisation are meeting localisation and 

emotive shopping behaviours full on, the topic deserves to be aired. 

 

 

Maurer, 2015    

The common auction sales venue was operated by a commercial third party: the auction 

company, or a cooperative structure owned by growers but managed on their behalf in a 

hands-off fashion.  As such, all growers sending their produce to auction were benefitting from 

the aggregated benefits available through scale without any of them falling foul of the law.  

Similarly, any future successful business model aimed at benefitting the entire industry in a 

way that is not available or defined enough today, will need to be structured so that increased 

cooperation does not come at the expense of competition. 

During the early nineties when the Internet was seen as the new frontier where either 

everything was possible or existing processes could simply be transferred to the Web, 

numerous entrepreneurs attempted to migrate physical auction processes to the Internet – 

and failed miserably, because they failed to grasp the complexities of the produce value chain. 

The auction evolved as a cooperation between growers, who needed a common sales venue, 

and the auction house, which turned the growers’ need into a commercial proposition.  

Retailers simply turned up where the produce congregated.  Any future solution will need to 

suit the entire value chain.  

Today, this includes retailers who have since found their voice, wholesalers who have 

replaced the auction houses, packhouses which have become crop consolidators and often 
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marketers on their own account, and others.  Any future solution needs to generate 

commitment from all value chain participants. 

 

Insightful Questions 

• How far should this cooperation go?  

• Where in the value chain is cooperation best driven from?  

• Should cooperation be limited to a specific segment or run across all segments? 

• Who initiates / leads the call for the commitment required? 

• How should results be measured and evaluated? 

• What form can this cooperation take? 
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Proposition IV 

Coase’s starting point is that uncertainty is factual and that ‘future wants’ therefore are not.  In 

order to achieve what one desires in a future position, one has to ‘forecast’, to estimate or to 

anticipate.  The modern principles of financial budgeting and cash flow forecasting are active 

examples of how Coase’s premise works in practice. 

 

 

Maurer, 2015    

Uncertainty is something the produce industry is used to.  The industry is also sufficiently 

mature to realise that complete certainty would be an unrealistic goal.  Fruit and vegetables 

are grown and not manufactured.  Climate, weather patterns, soil conditions and grower 

behaviours are not set in concrete and will always generate degrees of uncertainty.  At best, 

the produce industry can therefore expect to either improve the underlying conditions that 

contribute to uncertainty and/or reduce the fluctuation span of the outputs generated, e.g., 

price and volume coming to market. 

Whilst a tomato grower, for example, can expect to be left to his own devices to produce his 

crop without his colleagues growing lettuce, spring onions, parsley or radishes looking over 

his shoulders to offer advice, there is a connection, nevertheless.  All these crops just 

mentioned are categorised as salad vegetables (even though a tomato is technically a fruit).  

A major failure of a region’s or country’s tomato crop is likely to impact on the amount of lettuce 

or spring onions being sold as a reasonable amount of tomatoes are consumed as a salad 

ingredient, along with lettuce and spring onions.  This is just one small example to demonstrate 

that the success rate, or otherwise, of producing and marketing any particular crop usually 

impacts on other products, other product categories or indeed the entire industry. 

The unpredictability of produce commodity values is the largest uncertainty factor along the 

entire value chain.  Growers are required to purchase inputs at fixed prices i.e. land, fertilizer, 
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seed, water, labour, packaging, and transport, etc.  The minute the produce is ready for 

harvest though, the input costs pale into insignificance.  What now matters is the volume of 

produce already on the market, the mindset of the buyers, the weather, and the promotional 

plans of the retail chains. 

Growing produce is therefore akin to playing Russian Roulette.  It is not uncommon that 

growers end up selling part of their annual production below cost.  The belief and perception 

older growers have is that it was easier to achieve acceptable average annual prices for their 

crops when they sent their produce to the auctions.  In other words, price fluctuations certainly 

occurred but these were temporary in nature to the extent that produce was auctioned four 

days a week, with two of those days being main sales days (Monday and Thursday).  This 

meant that prices could adjust themselves based on supply and demand several times a week.  

Today’s situation is that retailers buying direct typically negotiate a price for the entire next 

week and do not like sticking to it when they find that wholesalers are offering cheaper produce 

during the week the prices are meant to apply in. 

The only sustainable way of addressing this situation is through finding a whole of industry 

solution, a commonly agreed upon framework within which individual and competitive 

behaviours are possible and encouraged, but occur in a way that doesn’t challenge the viability 

of the industry at large. 

 

Insightful Questions 

• How much uncertainty can the produce value chain cope with? 

• How should it mitigate against extreme uncertainty?  

• Could the uncertainty factor be reduced by a greater degree of industry cooperation? 

• How will it be known if such cooperation is working instead of damaging the viability of 

the industry as a whole? 

• Should drivers for cooperation be focused on generating short-term or long-term 

outcomes – or both? 

• How would one recognise, and stop, a short-term solution creating a long-term 

problem? 
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Proposition V 

Revans’ focus was on learning as a life-long activity, necessitated through the inevitability of 

change.  He differentiated clearly between ‘learning’ and ‘being taught’, to the extent that he 

would have preferred to do away with the ‘teaching’ concept altogether, instead relying on the 

individuals who recognise their need to learn to take responsibility for generating new 

knowledge through working together as “comrades in adversity.” 

 

 

Maurer, 2015    

The produce industry is broad and multi-faceted at product level.  Fruits and vegetables are 

grown in fields, on trees and in glasshouses.  Fruit trees can take several years to bear a first 

crop, whereas lettuce is harvested within months and several crops a year are possible. In 

some cases, we eat the tuber (potatoes), in other cases the edible portion is cut at ground 

level (spinach).  Some fruit are picked off vines grown under cover (tomatoes), others off the 

trees (apples).  The industry therefore only learns at one rate when a common issue prevails, 

e.g. environmental legislation and its impact.  In most other situations, the industry learning 

rates differ and are crop dependent. 

Retailers, and particularly corporate retailers, exercise significant leverage in the industry and 

can therefore influence the rate at which the produce industry learns considerably.  

Insightful Questions 

• Who is responsible to ensure that learning occurs? 

• How can cooperative learning be structured to achieve results that do not stifle 

competition? 

• What type of learning incentives work best in the fresh produce value chain? 
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• How would one ensure that the party with the most leverage in the value chain does 

not enforce a direction not sustainable or in the best interests of the rest of the chain? 

• How does the consumer fit into this? Does the consumer need to learn as well? 
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Proposition VI 

Drucker was a master in the art of understatement.  At the same time, he successfully 

managed to synthesize the learnings he generated from his lifelong efforts to unravel 

management & leadership structures, behaviours, and science, and made these learnings 

available to a wider readership through his numerous publications. 

 

 

Maurer, 2015    

One of the commonly heard mantras in fresh produce circles runs along these lines: “It does 

not matter how distribution is structured; fruits & vegetables will always find their way to the 

consumer.” 

There is not only a significant element of truth in this statement, but it also follows the wisdom 

applied to another, more basic, commodity: “water always finds its way to the sea.”  One only 

needs to think of the mighty riverbeds of the Amazon, the Yangtze, the Mississippi, the Rhine, 

the Thames, or the Volga to appreciate the message. 

People need to eat.  Shoppers selecting their fruits & vegetables at whatever retail points of 

sale have little appreciation for the pathway the produce has to take to reach the shelves.  

What matters is that it is there.  Even if the ‘shelf’ these days might well be a selection screen 

of a supermarket App on my smartphone.   

Predictions do not tend to work all that well in the produce industry anyway, on account of the 

unpredictability of our crops.  No one will get the future sorted out for us.  We therefore might 

as well get on with it ourselves. 
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Insightful Questions 

• What do we want our future to look like? 

• Whose future are we talking about? 

• What is the connection between consumer channel specific coordinates and 

requirements, and the produce industry’s future? 

• How does one recognise the future when it arrives? 

• How does one change if the future that does arrive is not what was expected? 
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Proposition VII 

Ohmae keeps his audience focused and ensures we do not confuse activity with achieving 

results.  His strategic thinking model has particular application in industries where high 

degrees of unpredictability are the norm.  We cannot assume that one growing or selling 

season is the same as the one before.  “One plan fits all” therefore does not work. 

 

 

Maurer, 2015    

The fresh produce industry is full of hard-hitting examples that demonstrate the validity of 

Ohmae’s argument.  It does not matter how much effort a produce manager puts into his fruit 

display: if the product quality was poor to start with, his display will reflect this.  It does not 

matter how excellent the vegetables are that a greengrocer buys from his wholesaler if the 

greengrocer’s team do not know how to merchandise the product and look after the display - 

sales will stay mediocre. 

Insightful Questions 

• Who determines direction? 

• How much effort do we need to put into rowing? 

• What options do we have for rowing smarter? 

• How does one ensure that all parties’ efforts to row are seen and felt to be equitable? 

• How does one recognise that the direction is the right one if the results for some of the 

rowers are not as immediately obvious as they are for other rowers? 
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REFLECTIVE NOTE BETWEEN CHAPTERS 

It pays at this point to pause and reflect upon the point we have reached in this publication so 

far.   

Chapter 1 explained how the produce auction system used to work and why it ultimately had 

to make way to a different procurement mechanism. 

Chapter 2 discussed several contributing forces, both to the auction system’s success as well 

as its ultimate failure to satisfy. 

Chapter 3 touches upon the way the industry has changed and how it works today - 

particularly in the technology area.  This chapter does not claim to be authoritative and 

complete, but rather aims to stimulate the reader to think about the extent to which his or her 

produce business has changed in even the last five years, let alone the last twenty-five years. 

These three chapters were written from a blended personal and professional perspective – 

namely mine.  I personally experienced those years from the perspectives of supermarket 

merchandise manager, and I had some professional involvement in re-shaping the industry 

into what it looks like today. 

Chapter 4 introduces a challenge that occupies the mind of every produce value chain 

participant, albeit typically only from their respective individual positions: the future of fair and 

sustainable produce pricing.  I suggested in that chapter that we need to look at critical thinkers 

outside our direct industry networks in order to find a solution to the pricing issue – which, I 

believe, has become the one regrettable casualty of the auction system’s demise.  I therefore 

introduced several of these critical thinkers and their core concepts, which I believe could 

assist the produce industry as it evolves. 

Chapter 5 illustrates several propositions based on the work of the thinkers introduced in 

Chapter 4 and concludes with this Interim Summary you are reading right now.  Before I pull 

these propositions together in the concluding chapter (Chapter 7), I have added Chapter 6, 

comprising of several produce value chain related observations, which have guided me in 

reaching the recommendations I make in the concluding chapter.  
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MATTERS TO CONSIDER 

CHAPTER 6 

OBSERVATIONS 

Packaging 

Plastic one-use shopping bags have caught the imagination of consumers the world over and 

New Zealand is no exception.  Graphic images of enormous areas of ocean in the South 

Pacific covered by the world’s plastic waste are creating a sense of urgency.  As retailers are 

cautiously moving towards reducing the use of plastic bags at checkout and elsewhere in the 

stores, the New Zealand government has jumped onto the band wagon and has outlawed the 

use of plastic to hurry matters along. 

The truth be known, New Zealand is at the tail end of introducing the plastic-less shopping 

society, the rest of the developed world is way ahead of us.  In fact, New Zealand was busy 

getting rid of milkmen and glass bottles in the early nineteen nineties, when central European 

countries were thinking out loud about ways of getting at least some of their milk back into 

bottles. 

But I digress. 

So, here I was recently, standing in one of the few open check-out lines at my local 

supermarket watching proceedings – in particular the check-out operator who was clearly 

struggling with the exotic selection of re-usable shopping bags presented to her by the 

customer she was serving, who was obviously concerned for the environment and the need 

to eliminate using one-use plastic bags in particular.  

There was a reasonable likelihood that the check-out operator also had concerns for the 

environment; it is difficult to stay unaffected when it comes to critical topics like that.  It was 

even more likely though, that the operator also worried about the impact the use of customer 

bags had on her productivity. 

At this stage of my packaging discourse, two explanations are called for. 

Firstly, a declaration of interest and prior knowledge.  Part of my misspent youth revolved 

around looking after the fresh produce business of a substantial New Zealand supermarket 

chain – a role I had ended up in by accident rather than careful career planning – but that is 

another story.  What matters is that I had to learn everything there is to know about the 

corporate supermarket business in a screaming hurry and that process involved, amongst 

other things, the need to understand a store’s cost structure: wage percentages, margin 

needs, etc.   

The second point worth making is that I have been earning my living during the last 20 years 

by remaining current as far as supermarket business practices are concerned.  This means I 

enjoy going food shopping at all hours of the day and night to observe, learn, and critique. 

And now back to the story about the check-out operator. 
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Supermarkets tend to have quite a few of those on hand and spend a reasonable amount of 

time, energy, and money to train these operators into well-functioning brand ambassadors 

who achieve a certain level of competency and consistency in the tasks they have been 

assigned.   

In some supermarkets these tasks purely consist of scanning the groceries, placing them lock 

stock and barrel into an empty trolley, relieving customers of their money and then turning to 

the next shopper whilst their customer just gone is left pack her own groceries.  Where I shop, 

the operator is expected to scan, operate the checkout, and pack – and yes, you have guessed 

correctly, pack into one-use plastic bags.  Their checkouts are ergonomically designed to 

achieve all that reasonably efficiently and all would be well in checkout operator country if 

consumers, management, and government had not now conspired to make the operators’ 

lives a misery. 

It should not really take an Einstein to figure out that when checkout-operators are no longer 

able to use a standard size bag, niftily fixed to a carousel type structure that was designed for 

the bagging process, but instead have to pack into whatever customers thrust at them, 

productivity will suffer. 

That is not where it stops.  Consider these points please: 

- Packing individual customers’ groceries into non-standard bags of all shapes, sizes and 

materials will take longer than using one type and size of bag only. 

- Customers will end up having to queue longer at checkouts before they can leave the 

store. 

- Customers will become impatient and disgruntled as longer queues are not what they 

sign up for when they enter a store. 

- Stores that continue to offer packing will have to keep more checkouts open and roster 

more staff on duty in order to keep customers moving through the checkout bottleneck. 

- Self-scanning checkouts have similar productivity challenges as they were designed to 

function with standard sized plastic bags as well.  The self-scanning checkouts in my 

store throw a tantrum when they detect an item that they do not recognise as a bag and 

is not a saleable product as it has no barcode anywhere near their sensors. 

- Stores will come under margin pressure as the checkout costs will increase significantly. 

- Either prices will need to go up to maintain margin parity or stores will no longer offer 

packing. 

- Absorbing extra costs over an extended time period is not part of a supermarket 

operator’s DNA composition. 

- Discontinuing the grocery packing service offer is a major step as it deals a blow to a 

key perceived competitive advantage against discount operators who let shoppers 

flounder around on their own with their groceries after they have collected their money. 

What is it going to be?  Something will have to give.  I suspect that having one’s groceries 

packed in the store will soon be a quaint memory of the past. 
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Merchandising 

There was a time when store staff working in the produce department were taught 

merchandising as a matter of course.  Merchandising revolves around presenting the 

customers with an inviting display of fresh produce that tempted even the most cautious 

shopper to overcome her misgivings and place the produce on offer into her trolley.  

This crafty strategy was attempted by: 

- Ensuring only unblemished fruits and vegetables were placed on display. 

- Creating colour breaks by placing red apples next to green ones, for example, or 

avocadoes next to lemons, to give the impression of range and quality. 

- Stacking produce when it was justified by price, demand, and availability to stimulate 

sales through creating a perception of abundance. 

- Maintaining and grading the displays during the day, removing blemished produce, 

rotating produce forward before restocking a display as it was selling down. 

- Removing the entire range on display at night and moving it into the rear-store and 

coolers in the days before multi-decks were invented. 

- Restocking the entire department every morning and, through that process, ensuring 

that only unblemished produce was put on display. 

- Installing a grading and rotating routine into the minds of the produce assistants, right 

from the day they started working in the department. 

The underpinning assumption to all this was, of course, that the company’s produce buyers 

had only purchased the best produce available and for a very competitive price at that. 

Merchandising took a turn for the worse with the arrival of refrigerated multideck cabinets.  

Produce displays were no longer taken down at night anymore, as instead, the last produce 

assistant on duty when the store closes pulls down the curtains on the display front to create 

a closed environment for cold air to circulate. 

And, hey presto, all that now needs to happen in the morning is that the curtains are lifted, and 

the department is immediately ready for the day’s trade.  The only minor difference being that 

the produce on the shelf in the morning has not been taken down at night, has not been 

graded, and blemished produce has not been removed as a matter of course.    

Will the staff get around to grading the entire department during the course of the day?  That 

is probably the well-meant intention but an unlikely scenario.  Store labour is scarce these 

days - remember the wage percentages.  And even if the staff could achieve a total rotation 

and grading of the entire department during trading hours, it would be precisely that: grading 

during trading hours… in front of customers.  Does it really make sense to have grading and 

removal of blemished produce occur under the watchful eyes of customers whilst they are 

trying to make up their mind whether they should buy their produce at the supermarket they 

are in or at the greengrocer around the corner? 

Perception being nine tenths of reality, I cannot help but think that the multideck has not done 

the produce retail industry any favours when it comes to building consumer confidence.  

Unfortunately, today’s shoppers operate on the basis that supermarket produce must be 

treated with a degree of caution and green grocers are perceived to have better produce 

merchandise skills than they typically have. 
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Structure Within The Produce Value Chain 

Growers are organised but their focus is to grow fruits and vegetables.  This means the typical 

grower likes nothing better than for someone to come along and either buy everything that 

has been grown and take it away then and there, or to organise storage if some of the crop 

and/or the sales patterns require that.  The kiwifruit industry has organised this well.  The 

industry is segmented into growers, cool store operators and packers, and onshore supply 

managers.  Some overlap exists but not every grower gets to be a cool store operator and 

many growers would not want to have a bar of it. 

The closer fruits and vegetables get to the consumer within the retail value chains, the more 

structured the process becomes that the produce is subjected to.  

It starts with grade and size expectations communicated by retail customers or their agents. 

There is a limit to how many kilos or items of produce that are acceptable per crate or carton.  

Carton or crate type and size are typically also specified, or if not, growers are likely to get hit 

with a re-packing charge should this become necessary, depending on which retail value chain 

their produce is required to enter. 

Each crate or carton needs to carry an identifying label that states content, grower name and 

quantity as a minimum.  In many cases additional information is sought.  If produce turns up 

at a market floor or retail distribution centre without identification, there is a reasonable 

expectation for that produce to be sent back to where it came from. 

Produce is not dispatched from farms anymore just because a grower has harvested and feels 

the urge to get some of his crop off the property.  Nothing much happens without an order, or, 

at the very least, a call to a market floor a day or two before to discuss the possibility of 

supplying if no regular arrangements exist.  Growing without a clear understanding of who the 

next value chain partner can be a risky business.  Produce prices are relatively unstructured 

and fluctuate based on supply and demand and catching the low side of the price curve can 

be a very painful exercise. 

Retail Distribution Centres typically have on-site quality control staff and any produce accepted 

must pass a quality check beforehand.  Product that fails to pass is either rejected or buyers 

will attempt to renegotiate the price.  In the worst-case scenario, the produce will turn up again 

at the grower’s farm gate. 

Produce that makes it onto a market floor or into a distribution centre can typically expect to 

be shipped out again to the final retail destination within 12-18 hours.  This tends to occur as 

part of a composite delivery of produce where individual optimum produce temperature zones 

are ignored.  So, if a produce item such as apples, had come from a controlled atmosphere 

cool store where regulated temperatures were the norm, all these rules go out the window at 

the latest when the apples get sent to stores. 

It goes without saying that produce reaching a retail outlet is expected to remain in pristine 

condition in the rear store until the produce manager deems it necessary to move it onto the 

retail shelves.  There it needs to maintain its condition for as long as it takes a customer to 

purchase the produce, take it home and hopefully use it before it deteriorates to the extent 

that a customer complaint is received, as deteriorate it will. 
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Choice & Consequence 

The channels to the consumer through which fresh produce can travel are increasing rapidly. 

Greengrocers, fruiterers, and mainstream supermarkets are still considered to be the 

mainstay.  ‘My Food Bag’ type operators who provide daily meal solutions and recipes that 

include fruits and vegetables are catching up rapidly, as are ethnicity-based supermarkets and 

fresh food focused retailers.  Then there are Farmers Markets and those that are pretending 

to be one of these as well as the original weekend street or carpark markets.  

And when I go shopping at my local supermarket, I must put up with ‘personal shoppers’, the 

fancy name for staff who are fulfilling customer orders placed via on-line shopping portals. As 

we believe in providing our staff with healthy fruit snacks during the week, we have a 

subscription with a produce delivery service that brings us once a week whatever is in season 

and suitable to be eaten at a desk without making a big mess. 

I sure do have a choice as a consumer – but how much choice is a good thing and at what 

point does the level of choice become a driver for consequences I may not like? 

Here is an example: 

Supermarkets and greengrocers traditionally operate within structures called ‘stores’.  Stores 

tend to have been built from brick and mortar or tilt slab concrete, and they need things like 

electricity, water, windows, floor covers, fittings, and staff.  (Change is afoot in our virtual 

shopping environment, but the principles remain the same.)  Before a company or an individual 

builds a store, they do their sums and they asked themselves (hopefully) some insightful 

questions, such as: 

- How much is this store going to cost me? 

- How many sales $ can I expect to generate? 

- How many customers am I going to get through my doors each week? 

- What average trolley value can I expect per customer? 

- How many customers will use the store for their main household shop? 

- How many customers will treat us as a sophisticated dairy? 

- What is my merchandise split likely to be across the entire store? 

- What is my wages bill going to be? 

I could add to these questions, but these will serve to illustrate my point. 

That point being: if a sufficiently large percentage of main household shoppers that could be 

expected to frequent the store connect with one of the alternative channels mentioned above, 

then sales will drop, wastage will increase, and costs will rise. 

If the channel migration reaches a certain point close to, or beyond the store’s break-even 

position, then the store will cost its owners money rather than earn money for them.  A likely 

first reaction would be to lift prices, but the ability to do so would be determined by the degree 

of competition the store has at the local level.  A further loss of additional customer traffic 

would then be also on the cards. 

And all of that is not a sustainable recipe for future happiness.  
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Middlemen 

Just letting the word roll off your tongue evokes emotion.  ‘Middlemen’, by definition, are the 

people in any supply chain who add no value, accept no responsibility, and cannot be trusted 

as they have no real stake in what they pretend to be doing. 

At this stage I would expect readers to segment into two groups.  The first group being in total 

agreement and wondering what took me so long to define the term so aptly.  The second 

group are now looking for the meat cleaver and getting ready to chase me, as I have just 

confirmed my bigotry in relation to what they see as a very critical part of the produce value 

chain. 

In response I would like to cite three English language sayings I have grown fond of over the 

years: 

- The proof of the pudding is in the eating. 

- The truth lies somewhere in the middle. 

- You gets what you pays for. 

Anyone attempting to take costs out of a supply chain at any point of time, should quite rightly 

examine how the chain is structured, how many participants the chain consists of, what role 

each participant is meant to perform, and how close each participant’s performance comes to 

the original intent as opposed to today’s reality. 

When pursuing one’s line of inquiry, one further question also needs to be asked and that is, 

“how will the supply chain perform if I remove a participant that I consider to be a middleman 

from the equation?” 

To answer that question, one first needs to determine whether the considered ‘weak link’ is 

adding any value.  That in turn requires some thought to be given to the definition of value and 

the way value should be measured across the value chain.  

Not every supply chain participant contributes value in the same format or to the same level, 

but all participants should be contributing a level of value appropriate to their role in the value 

chain and in an agreed upon measurable format.  I can therefore only hope that the individual 

reviewing the chain in search of supposedly non-value adding middlemen elements is a 

structured thinker who knows what he or she is doing. 

A refrigerated trucking business contracted to ship stone fruit from Central Otago to Auckland 

is unlikely to be a middleman.  If such a company breaches its service covenant often enough, 

they will ultimately be replaced but no driving force in a supply chain would attempt to eliminate 

that element altogether. 

Knowledge providers or product consolidators on the other hand are often at the receiving end 

of middlemen elimination attempts – particularly when the organisation using their services 

have little or no knowledge of any value these middlemen might possibly add.  

My advice therefore is proceed with caution, understand your business model, and develop 

viable alternatives before heading down that path. 
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Consistency 

Consistency.  If there is one term that could be referred to as the fruit & vegetable retailers' 

mantra, then this is it.  From field to shopping trolley, consistency is one of the most vital 

factors in fresh produce operations – but there is not nearly as much of it as there should be.  

It is also one of the most misunderstood concepts in business and often portrayed as a 

secondary goal - “Ah well, I might not be able to be top dog, but at least I am consistent, so 

that’s OK then.”  The reality is that consistency is a state aspired to either consciously or 

subconsciously by growers, service providers, retailers, and consumers alike – and half the 

time without even realising that everyone is after the same objective. 

There is nothing a grower hates more than a paddock full of cabbages with inconsistent growth 

patches in it.  Considerable effort is expended these days to analyse the soil's nutritional profile 

for cultivating areas down to the last square metre and the wizards working for the fertiliser 

companies have become fairly competent in conjuring up a customised brew capable of 

bringing even the most stubborn piece of cabbage real estate into line.  At harvest time, all 

these cabbages are expected to be standing in a straight file like a formation of soldiers at 

parade rest, ready to be inspected by a foreign head of state.  Only in the case of our 

cabbages, the foreign component will most likely be a seasonal labourer imported from Tonga, 

the Fiji Islands, or Indonesia – and hopefully in possession of a valid work permit.  Cutting 

cabbages - or cauliflower, lettuce, or broccoli for that matter - is a skilled task and an awful lot 

of damage can be inflicted through careless handling or inconsistent performance. 

At the other end of the spectrum sits the consumer, who has some quite specific expectations 

vis-a-vis consistency.  Can we relate to this? Of course, we can!  After all, we are consumers 

ourselves.  When I go and buy Brussels sprouts, I wish to select from a display of even-looking 

sprouts.  I also have an expectation about the maximum diameter sprouts I would like to see 

on display and, as a Brussels sprout connoisseur, I naturally expect to be able to select from 

a line that was harvested after it has experienced the first frost, because that’s when Brussels 

sprouts taste sweeter.  To top it all off, I have this expectation every time I feel like purchasing 

Brussels sprouts. 

Consistency is thus a multidimensional phenomenon at consumer and product level, involving 

all the senses.  Freshness, of course, is a given.  I might not know how to define it, but I expect 

it. I do not treat other vegetables I like and buy any differently, by the way.  I have the same 

high demand for uniformity – seasonally adjusted, of course, and product-specific. 

Despite growers doing their utmost to achieve produce consistency, and consumers expecting 

nothing less than the best in this area, there is unfortunately very little consistency in the 

process that takes place after harvest and before the consumer lays their hands on the 

produce.  There are big differences on how growers treat their produce after harvest.  Some 

product has the field heat removed through rapid cooling and some does not get treated to 

that necessity. 

Some growers ensure their produce is travelling to market in refrigerated trucks with specially 

tuned suspensions.  Others bounce their produce along on the back of their pickup trucks, 

gloriously unaware of the damage they are causing before the product even hits the pack 

house. 
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There is nothing consistent about the channels available to get the produce to the consumer 

either, or how the produce is being treated while travelling along those channels.  The one 

thing that I, as Mr. Consumer, will certainly not adjust is my expectation of produce 

consistency.  It has taken me a long time to figure out what my perfect Brussels sprout looks 

like and I would expect my requirements to be met every time, regardless of where I shop. 

This, of course, also applies to everything else I buy. 

In the case of Brussels sprouts, we have a local idiosyncrasy here in New Zealand that 

illustrates my point beautifully.  North Islanders prefer smaller-sized and closed bud sprouts 

from Ohakune.  Our Mainland brethren pull faces when presented with Ohakune Brussels 

sprouts and opt for baby cabbage-size specimens from Oamaru instead.  This preference is 

so ingrained that Auckland retailers import Brussels sprouts from Australia when Ohakune 

product is short, as the Oamaru alternative would simply fail to sell. 

Satisfying the consumer is easy.  Just give her what she wants.  Do not expect her necessarily 

to be able to tell you what it is that she wants but be prepared to react once you have observed 

her behaviour. 

 

Economies of Scale 

The term 'Economies of Scale' is an expression drawn from the microeconomics environment.  

There are numerous definitions in circulation.  My preferred one is from The Economist 

magazine: 

"Economies of scale are factors that cause the average cost of producing something to fall as 

the volume of its output increases."  

It is quite simple, really.  The more I produce, the cheaper the cost of production. In theory 

anyway.  

As one might suspect, this concept also has some application in the fruits and vegetables 

trade.  The more land a grower puts under the plough, the more he can grow.  The more 

retailers a wholesaler services, the more produce he can sell to retailers.  The more stores a 

retailer has, the more produce he can buy.  And up to a point, this is absolutely correct.  And 

on that basis, the producer element of the fresh fruits and vegetables trade strives to achieve 

greater economies of scale in its own right.  In addition to that industry generic urge, the 

globalisation of the retail industry has served to increase the pace of the fresh produce trade 

attempting to improve economies of scale.  

One of the challenges with this concept, however, is that it is linear in nature and therefore 

only works until to the point it hits a wall.  Here is a classic example of what I mean by that 

statement.  All things being equal, the more a retailer purchases of a specific crop, the cheaper 

the unit cost becomes.  Consumers therefore assume that supermarkets should always be 

the cheapest place to purchase fruits and vegetables.  The reality is that a retailer will reach a 

point where he is getting close to exhausting the available supply of a crop.  The closer he 

gets to that point, the more the price for the remaining volume will increase, especially if he is 

not the only retailer demanding that supply.  So, whilst he had managed to buy a certain 

volume at a price that reflected the quantity he needed, the price for getting the incremental 

http://www.freshplaza.com/news_detail.asp?id=106823
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volume he needs to truly satisfy his customers' demand can be high enough to distort the 

average price paid for the entire quantity purchased.  

This chain of events intensifies in terms of its impact when buyers needing to fill demand, while 

at the same time work to constraints; for example, not wishing to buy from a certain supplier, 

or wanting to source their volumes only from a specific size range.  The minute that becomes 

known in the marketplace, the advantages of having achieved a certain size of business and 

being able to negotiate volume related price reductions are negated as size of business 

becomes a potential hindrance and, quite possibly, a weakness.  This is particularly so when 

the purchaser aims to achieve a core degree of consistency across the crop he purchases 

from multiple sources.  

At the end of the day, fresh produce is a commodity industry, with the 'manufacturing process' 

heavily influenced by Mother Nature. 

Blockchain – Myth or Reality 

The short answer is… neither! Let me explain. 

On a technical level, blockchain is very much a reality.  Not only is the technology being used 

to underpin the cryptocurrencies we hear so much about, but a myriad of mature business 

sectors are beginning to investigate, or even use, blockchain in an attempt to solve some of 

their inherent challenges, such as achieving better traceability. 

Not surprisingly, the fresh produce industry globally is up to its armpits in such pilots, as are 

notable retailers such as Walmart, Carrefour, and others.  Blockchain, therefore, is most 

certainly not a myth but fast becoming a reality. 

Does blockchain technology offer salvation when it comes to all the produce industry’s 

problems relating to traceability?  It most certainly does not, yet it can be an incredibly effective 

tool for achieving transparency.  This statement deserves to be explored in a little more detail. 

Traceability has long been the nirvana the produce industry has been aiming at to achieve in 

relation to food safety, ever since the first accountability-focused pieces of consumer 

protection legislation started to emerge in various jurisdictions in the late 1980s and early 

1990s. 

For traceability to work, supply partners need to develop an openness and willingness to share 

data that is being reconfirmed at every physical step in the supply chain – and if just one 

supply chain participant is not convinced that it is in their best interest to share data, traceability 

will end up being compromised. 

Traceability is like a powerful torch.  When the torch is turned on in the darkness, its beam will 

illuminate whatever area the torch is pointed at.  Areas not covered by the torch beam will 

remain in darkness, however, until the beam is shifted towards the next area identified for 

inspection.  The person holding the torch determines where the beam goes, so they might not 

get a complete picture of entire area. 

Transparency, on the other hand, is like finishing your work in a room with a dimmer light-

switch coupled to motion sensors.  When no motion is detected, the light dims down; if motion 

is detected, the light returns to its full brightness, enabling an instant appreciation of what the 

room contains, where objects are placed, and how the objects are behaving at any given point 

in time. 
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Blockchain technology is a smart enabler that can achieve transparency, given favourable 

conditions.  To get to that point, the way existing business is being conducted will have to be 

adapted.  Information that was previously considered proprietary will have to be shared.  Data 

pipelines that run along produce supply chains must be running at least at the same speed as 

the product itself and, in many cases even faster, without data accuracy being compromised. 

This has consequences for process design and management and signals the need for change. 

Change is not something people are always instantly enamoured with.  Yet without change, 

true transparency will continue to evade us.  Mindset, therefore, must be the starting point. At 

the technical level, a blockchain is nothing other than a sophisticated database with additional 

functionality and perimeters, working across multiple enterprises.  As long as the mind 

continues to be constrained by traditional business methods going back to the days of the 

abacus, blockchain technology cannot contribute to improving and future-proofing business 

models and their supply chains. 

Introducing blockchain technology into the fresh produce industry, therefore, needs to start 

with an appreciation for a conceptual overhaul of the way in which business is conducted.  

Knowledge needs to be shared within supply communities in an accurate, timely and holistic 

way to achieve improved results for the entire supply community and not just individual 

participants, with the entire rethink needing to be market- and consumer-focused rather than 

production-driven. The techies will do the rest - once a clear direction has been achieved. 

If, and only if, reconceptualised business models can get underway and are sustainably 

maintained, will blockchain technology have a reasonable chance of heading in the general 

direction of wherever that ‘salvation’ label might eventually be applied. 
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CHAPTER 7 

WHERE TO FROM HERE 

It costs to grow fruits and vegetables, and growing fruits and vegetables requires trained 

people with ever increasing skill. The peasants of the middle ages, the smallholders of the 19th 

centuries, the immigrant communities that took up market gardening in the absence of any 

other viable income options in the 20th centuries are being succeeded by a new generation of 

skilled produce industry workforce  at all levels of the supply chain. 

In the days of the produce auctions, the training a supermarket new buyer was subjected to 

typically involved the “learning by doing” method.  In order to limit the havoc a new buyer was 

capable of causing across the price, volume and logistics equations of a complex set of 

processes that required a high degree of knowledge, nimbleness and the ability to think upon 

one’s feet, the new buyer was typically introduced to the parsley auctioneer! 

As auctioneers also did not need bumbling new buyers creating mayhem during a live auction 

by raising their hand at the wrong time, bidding on the wrong crop, over/underestimating their 

needs or generally not coping with the etiquettes that kept an auction from turning into a brawl, 

supermarket buying management and auction house management agreed on the need to 

invest into a new buyer by creating a learning bubble around him which provided the new 

buyer to practise his new craft in a somewhat benign environment.  This arrangement typically 

lasted until the parties agreed that it was now safe to expose the new buyer to the complexities 

of the auction system without a safety net being in place.  

Today, a new produce buyer or category manager sits alongside a more experienced 

colleague for starters, with the initial key focus being on IT systems, e-forms and logistics 

processes, and not always with adequate attention being paid to the intricacies of developing 

a understanding of what constitutes a sustainable,  fair and reasonable pricing matrix under a 

constantly changing set of interactions and complex conditions. 

Not a good starting position for working towards a produce pricing model that is robust, 

balanced and stands the test of time. 

The whole produce category is undergoing massive change. More produce is organically 

grown.  More produce is prepacked. More produce is no longer sold in the commodity format 

but as minimally processed meal components.  Think ready to eat salads or fruit kebabs.  More 

prepacked categories are losing their plastic packaging.  Refrigeration at retail is the norm 

now, rather than the exception. On-line shopping and home delivery are growing at a rapid 

pace. 

And yet, what has not changed, is the perishability of the category.  

Anyone involved in the produce supply chain will readily attest to its complexities – and that 

was before Covid-19 added a whole new layer to it. One of the industry’s core challenges 

though is that the consumer still has a somewhat simplified appreciation of the effort that is 

required to ensure fresh fruits and vegetables are available 365 days of the year. 

The intensity of the gap between consumer appreciation for the complexities of the produce 

supply chain and the reality of the system needed to maintain supply, is best captured in this 

illustration: 
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The Produce Supply Chain – Typical Consumer Perception 

 

 

Naturally, consumers want to stretch their disposable income as far as possible. The 

industrialisation of agriculture over the last 150 years has gone a long way towards allowing 

the developed world generations populating our planet at present to enjoy the luxury of not 

knowing what famine and starvation all are about.  

We are also expanding our large cities onto prime horticultural production land, as we have 

forgotten the lessons learned by our forefathers, namely, “keep the food you need to eat close 

by”. 

Wherever we look – Shanghai, Rotterdam, Auckland, Singapore, Los Angeles, we see the 

same phenomenon. Cities are expanding at an alarming rate, gobbling up valuable arable 

land in the process and are creating longer distances between themselves and their potential 

food sources. This in turn drives forays into urban farming ventures, which typically are not 

viable without government subsidies and can so far only contribute a fraction of the food urban 

populations require on a daily basis. 

Educating the consumer about the complexities of the produce supply chain in a way 

consumers can relate to, this being a prerequisite to retaining information learned, surely must 

be one of the key priorities for our industry. An appreciation for the complexities of production, 

supply, distribution and demand is a critical building block in the effort to shift consumer 

perception about produce values from its current basement level into a position that reflects 

the care and energy needed to consistently deliver. 
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The produce supply chain continues to evolve.  I believe that it currently resembles this image: 

 

New Zealand Pre-Covid 19 Fresh Produce Supply Chain 

 

 

Addressing the Propositions and Insightful Questions introduced in Chapter 5 will hopefully go 

some way towards achieving an improved understanding of our industry from an entire value 

chain perspective. I would also like to think that the answers that we develop will contribute 

towards ensuring our industry remains relevant in the trying economic conditions that are fast 

becoming the new global norm, courtesy of Covid-19. 

We cannot change consumer perception by decree.  We can only make changes to our own 

processes and behaviours and aim these at providing consumers with the opportunity of 

improving their perception of the value the produce industry adds to the range of meal 

components and solutions available to them. 

The Observations in Chapter 6 further illustrate our industry’s complexities and the challenges 

we need to overcome to ensure we successfully change consumer perception.  

The central question that remains to be answered is:  

How does one reach a fair and sustainable price for produce? 

And that not just once or twice, but on a weekly basis, across the entire merchandise 

department range, across all categories involved? 

Several contributing factors that require consideration come to mind, but the three key 

overriding principles/assumptions are these: 

1. Growers know their cost of production, their cost of sales and long-term demand 

expectations for their produce. 

2. Buyers’ knowledge of short-term market demand for produce is likely to be more up to 

date than the growers’ position on the same topic. 

3. Selling or buying produce for less than it costs to grow and bring to market makes no 

long-term economic sense for either buyer or seller. 



Fair and Sustainable Produce Prices 
56 

Our supply chains are fragmented and no longer as visible as they were in the days of the 

auction system. The number of channels to the consumer is continuing to increase. But what 

industry has so far failed to address successfully is the fair value of fruits and vegetables as 

they come off the trees and vines and out of the ground. 

And here is where the Coopetition model advanced by Nalebuff and Brandenburger, illustrated 

on page 65, comes back into play.  

Nalebuff and Brandenburger (1996) took the key supply chain participants, i.e., company, 

competitors, complementors, suppliers and customers, and organised them into a “value net”, 

arguing that  the economy is dynamic and evolving, with sustainable success not just 

depending on the ability to create value but that such value also needs to be captured in order 

to be meaningful. They went on to coin the descriptor ‘Coopetition’ and defined it as “a 

revolutionary mindset that combines competition and cooperation”, categorising Coopetition 

as a game theory strategy. 

As an industry, we have developed considerable skillsets in the value creation area, but we 

have some way to go when it comes to capturing the value we have created. It is this area of 

value capture where we increasingly need to focus our energies, but we cannot achieve this 

on our own.  We need help.  Help, for example, from people capable of deep thought and 

sharp analysis such as the thinkers introduced in this book.  

I would encourage you to pick up on Revans’ Insightful Questions component of the Action 

Learning formula. It is an excellent way to get our grey matter to consider ‘out of box’ 

processes. 

The Insightful Questions posed, and the Statements developed within each Proposition 

Illustration in Chapter 4 - THE PATH AHEAD, are appended for your own evaluation and 

application to your part of the produce value chain.  

Edward W. McLaughlin, a Cornell University Professor with a deep understanding of our 

industry, wrote some fifteen years ago, 

“The fresh produce system is dynamic and simplistic solutions to complex problems 
are not likely.” 
 

 
I could not agree more. 
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APPENDICES 

INSIGHTFUL QUESTIONS SUMMARY 

 Insightful Questions Your Thoughts & 

Further Questions 

 

Marcus Tullius 

Cicero 

 

Do no hold the 

delusion that your 

advancement is 

accomplished by 

crushing others. 

 

How far should this cooperation go?  

Where in the value chain is cooperation best driven 

from?  

Should cooperation be limited to a specific segment or 

run across all segments? 

Who initiates / leads the call for the commitment 

required? 

How should results be measured and evaluated? 

What form can this cooperation take? 
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 Insightful Questions Your Thoughts & 

Further Questions 

 

Ronald Coase 

 

The fact of 

uncertainty means 

people of to forecast 

future wants. 

 

How much uncertainty can the produce value chain cope 

with? 

How should it mitigate against extreme uncertainty?  

Could the uncertainty factor be reduced by a greater 

degree of industry cooperation? 

How will it be known if such cooperation is working 

instead of damaging the viability of the industry as a 

whole? 

Should drivers for cooperation be focused on generating 

short-term or long-term outcomes – or both? 

How would one recognise, and stop, a short-term 

solution creating a long-term problem? 

 

 

Reg Revans 

 

Learning must be 

greater than or 

equal to the rate of 

change. 

 

Who is responsible to ensure that learning occurs? 

How can cooperative learning be structured to achieve 

results that do not stifle competition? 

What type of learning incentives work best in the fresh 

produce value chain? 

How would one ensure that the party with the most 

leverage in the value chain does not enforce a direction 

not sustainable or in the best interests of the rest of the 

chain? 

How does the consumer fit into this? Does the consumer 

need to learn as well? 
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 Insightful Questions Your Thoughts & 

Further Questions 

 

Peter Drucker 

 

The best way to 

predict the future is 

to invent it. 

 

What do we want our future to look like? 

Whose future are we talking about? 

What is the connection between consumer channel 

specific coordinates and requirements, and the produce 

industry’s future? 

How does one recognise the future when it arrives? 

How does one change if the future that does arrive is not 

what was expected? 

 

 

Kenichi Ohmae 

 

Rowing harder does 

not help when the 

boat is heading into 

the wrong direction. 

 

Who determines direction? 

How much effort do we need to put into rowing? 

What options do we have for rowing smarter? 

How does one ensure that all parties’ efforts to row are 

seen and felt to be equitable? 

How does one recognise that the direction is the right 

one if the results for some of the rowers are not as 

immediately obvious as they are for other rowers? 
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Proposition I & II Statements 

 
Do not hold the delusion that your advancement is accomplished by crushing others. 
Cicero 

 

 

The fact of uncertainty means people have to forecast future wants. 
R. Coase 

 

 

Learning must be equal to or greater than the rate of change. 
R. Revans 

 

 

The best way to predict the future is to create it. 
P. Drucker 

 

 

Rowing harder does not help when the boat is rowing into the wrong direction. 
K. Ohmae 

 

YOUR THOUGHTS: 
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Proposition III Statements 

 
Do not hold the delusion that your advancement is accomplished by crushing others. 
Cicero 

 

 

At auction competing growers cooperated on sales venue choice. 

 

 

Future produce business models need competition as well as cooperation. 

 

 

Early attempts to create virtual produce trading places did not succeed. 

 

 

Future solutions will need to be based on a ‘whole of industry’ commitment. 
 

 

All Maurer (2015) 

 

YOUR THOUGHTS: 
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Proposition IV Statements 

 
The fact of uncertainty means people have to forecast future wants. 
R. Coase 

 

 

The only certainty in the produce demand & supply equation is its underlying uncertainty. 

 

Uncertainty impacts upon the entire produce value chain. 

 
Our biggest uncertainty factor are the ongoing changes in commodity values.  

 

Uncertainty will reduce through finding & implementing common industry solutions. 

 
All Maurer (2015) 

 

YOUR THOUGHTS: 
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Proposition V Statements 

 

Learning must be equal to or greater than the rate of change. 
R. Revans 

 

The produce industry is not cohesive.  Learning therefore occurs at more than one rate. 

 

The rate of produce industry learning is influenced by retailers. 

 

The produce industry learns best when it is incentivised. 

 

Our incentive to finding common solutions is more value generation at all points of the value 

chain. 

 
All Maurer (2015) 

 

YOUR THOUGHTS: 
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Proposition VI Statements 

 

The best way to predict the future is to create it. 
P. Drucker 

 

The produce industry has been in the predictions game for centuries. 

 

Fresh produce is distinct in its journey from paddock to plate. 

 

On the plate our interests merge with those of other meal components. 

 

The produce industry creates its future through taking responsibility for the entire journey. 

 
All Maurer (2015) 

 

YOUR THOUGHTS: 
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Proposition VII Statements 

 
Rowing harder does not help when the boat is rowing into the wrong direction. 
K. Ohmae 

 

Produce perishability affords little time for errors in direction. 

 

Rowing as a team enables the industry to cope better with directional change. 

 

The produce industry needs to row smarter, not harder. 

 

Our direction is greater consistency of quality and value & increased demand. 

 
All Maurer (2015) 

 

YOUR THOUGHTS: 
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