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' oohtinuing {nternational demand for the products of American farms. It is
a tyvically agriculturally oriented policy of producing without prior
commitment of a market. While we have alvays done this domestically, we
need recognize that there is a vast difference between the stability of
domestic demand and the reliability of export demands, With the increased
agricultural production this past year alone it is a rather scbering thought
to consider what would hapnen to our domestic mariet in the State if 20
billion dollars worth of agricultural prcducts now in export had to find

a market at home. While there is good reason to believe this will not
happen this year, the point is that the more ve expand our export market
the more riolent movement we can expect in domestic prices end the most
violent of g1l will be in the becic cormodities.

The mcst opportune time to gain future commitments from foreign
nations is when they want to buy, not when ve wvant to sell, If indeed
there vas a misteke made in the grain trade with Russia, it was in our
follure to negotieste future commitments in fair exchange for the impact
the deal was to have on our increased productivity. Indeed if we are to
serve the world market, if we are to establish any reasonable degree of
price stability in our domestic markets, we must establish a food policy
protecting our domestic marl:ets from extremes in both shortages and sur~
pluses arising out of our new involvement in *nternational trade., 8ome
modified form of a worldwide futures marlet may well offer a practical
means of minimizihz the involvement of governments, While this 1is not
the vlace to spell out the details of such a plan I submit that the
development of such a workaﬁle policy is both vital and urgent to the
food economies of both the United States and Canada. If the food pro-

ducing resources of the world are to be used, as they must be, to feed
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the people of the world, we must through pclicy formulation develop the
mechanism through which the beneficiaries of food production share reason~
ably in the risks of food production,

Having now climbed the ivory tower to near its peak it is time to
return to the realities of the multinational polker game to which we are
now very much commited, The bet we have is that the channels of world
food trade will be kept onmen by the pressure of the citizenry of different
nations which in recent years has acquired neuv food tastes and habits, has
uograded diets and has begun to cultivate a taste for' high animal protein
foods, We are bettinz that this pressure will do much to outweigh the
eternal urge for national self-sufficiency. Even thcugh worldwide afflu-
ence at times will dwindle there is good reason to believe that expendi-
tures for these newly acquired food tastes and habits will be among the
last to be cut,

Now what does all this mean to the food merchant served by you? 1In
ouick summary it means that food prices will continue to be unstable. 1In
general the food price trend will continue to surge upward but at certain
times there will be substantial declines for certain products. Tne forces
of demand will increasingly overshadow the forces of anpply in price
making, Consumers will be increasingly sensitive to price changes. We
may never again have the relative stability of food prices we once enjoyed.
This means that price specialing will have a freater impact on shoppers
and on their choice of stores., It means that there will be more shoppé;
skimming of specials and more multiple-stovp shopping. To maiptain marg;nﬁi r-
and profits retailers will need to exercise gréater‘care.iﬁ the Selectidngi, 

and pricing of their specials.
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Price competition in food retailing will beccme more genuine.' The I
l':‘retailer long has focused his competitive advertising on price, not so |
‘;much because of its importance but rather because;uice, as contrasted f”:
H:with other appeals, can be precisely quantified and thus made credible in d
i,ethe consumer mind.. Also the price appeal is strong because prices are ever
f,changing and change makes news. This tahes on added significance consider—
;fing that food prices are destined to be more erratic with the passing of ‘
' time.,; _ | V, | | ) |
Fluctuating prices with an upward~trend characteristic mokes it impers-
tive that greater heed be. given nrice management There is not only the
. external problem,of,keeping prices relévant to cOmpetitiOn but also the
:internal problemvokaeeping prices_current'and accurate, The importance
" of this 1s indicated by a recent study of retail food pricing in which 1t
'.:'was found that shelf priées_vere in error on 10 percenttof all items in
"thefstore; fBecause the_study was made when prices were generally rising
most errorsiresulted in'underpricing. Ovt of 378 direct dalivered items,
'..18 percent were undernriced Underpricing of these items was being used to
1expedite,movement and deprive the_retailer of his expected margin. _Even
:though_iaborris'costlg and_difficuit-tovmanage:preciseness;in pricing~shou1d
not be'sacrificed. ” | |
‘Perhaps the most difficult adJustment the retailer has to make is the N
shadding of preconceived fixed notions about what the consumer wants.
Fixed ideas about psychological prices, multiple pricing, maximum size
units and the like are being shatteredveach day. Food retailing is a;nev;
ball game and as one retailer recently said, "Everything I seem. to'have.f'
learned the past ten years is suddenly out the-window." The danger now
lies in listening too much to what the customer says rather than observing

and basing decision on what she doas,. :v'
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.Anbther development not to be ignored isvthat thére seems to be a
' bieak in the trend toward eating away from home, As away-from-home eaters
>.ré£urn to the kitchen not only will store sales improve but also there will
 be a métérial change in the nature of those sales. There promises to be

a new surge in demand for convenience foods at the very same time other
'sp¢ppérs arg'seeking to reduce their food costs by turning away from such
'ﬂf;§§§. 'Dé1i operationsiwill increasingly serve to fit into the pattern
ifdf'éerVing displaced institutional eaters and those who will do an increas-
“ihguamount of entertaining at home. Those in the food business who respond
aﬁproPriately to the growing dichotomy of the new food market should enjoy
C ‘good earnings and growth,

Success will come to those who are in position to make quick adjust-
ﬁénts to rapidly changing conditions, to those who tighten up their
management of inventories, to those who appropriately hedge their price
riéks and control their costs, to those who learn how to live with all

‘the unpredictable forces affeéting the growing worldwide demand for food,





