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l;‘homes, univers1t1es and colleges, secondary schools and day care 1"l‘.

o

S

A

~'.meats. The institutions consldered are the hOSpitals and nurs1ng

. the SpOt buying method.

-
L. . - e

. ABSTRACT

s

This study determines meat purcha31ng patterns of 1nstitutions.

LA v

1n Edmonton and the surrounding area._ It also assesses the 1mportance

"

.u‘- o ' ‘_a

T[centres, the military academy, penal institutions, welfare'homes,'and"

N . X ) “ - A"‘
1n-plant/1n—off1ce cafeterias. S e

The framework of analySis employed in investigatlng purchasing

patterns i competitive procurement a system whereby buyers compete

s

with one another to secure .a source of inputs or products as sellers:

try to ‘secure, product outlets. Results of investlgations shyw ' that

spot buying, tender and bid buying, and negotiated ar ‘ments‘are

the most- commonly used methods of procuring meat. L‘ ge institutions

are found to use more frequently the. tender and bld and' ' negotiated

methods, while the small institutions find,advantages W1th the _use of‘-

-~ ) S o

,". . : [

° o

Merchandizing strategies in the institutiqnal meat trade are

t

1nvestigat5d Price and non—price strategies are found to be

v

-employed in the instltutional meat trade. The small packers, however,

R

stated that they could compete more effectively using the non-price
strategies, while large packers repprt a frequent use of the price

factqr., The price factor however, is stated by institutions as

secondary ‘to the non~price factors such as dependable service and

,uniform quality in selecting or retaining their suppliers.

\

.'v

iv

i}

'of certain factors affecting 1nstitutional demand for various types of"-‘.[



. 5

o

o

The sources of supply and distribution channels of meats flowing

‘w‘ . \/

into the institutions are investigated Four large packing houses-—

I -~

Swift Canadian Burns, Canada Packers, and Gainers-—dominate the

supply of meats to institutions. The four account for almost 75 per

,' cent of all meats sold via the institutional outlet Purveyors and f

independent wholesalers are relatively unimportant suppliers\pf “a\\;‘{
institutionar meats.,;u mf' v "“f, o o ﬂ o fk
. "y Lt -'~ ; e T P
v o ERE <

RN Beef pork, and pqpltry are the most popular meat types in‘:*'

institutions, while lamb and veal are- seldom used Beef accounts for

o

almost half (47 per cent) ‘of the total quantity of meats used . Eork R

.
[

is second w1th 25 per cent and poultry third with almost 21 per cent.
Lamb and veal account for about &4 per cent each.
' Ground beef is used in institutions more than other beef meats,

accounting for almost one-third of all beef used The type. of
. ";;‘n -

1nstitutions and the type of meat desired are- statistically found to
l

fsignificantly 1nf1uence the proportion of meat types bought by the E
. 3 )
surveyed 1nstitutions. Data are available from only five meat suppliers

»

. for estimation of import proportion of total meats bought by the

surveyed institutions. Based on these data, about 16 per cent of beef

-used in institutions is estimated to originate from New Zealand and

Australia. Also, these countries are. found to be the main yu%Fe of .

o veal and lamb used in the surveyed institutions.

e
Most institutions buy the greatest - proportion of ‘their meats
. N

as fresh portioned cuts, and cook their own. meals on their premises.;

",

. Relatively few convenience foods are employed in institutions.
[ ¥
Non—price factors, such. as meat quality and dependable service,

/

. .

R v : .y .



“ were s ated by suru@ged institutional meat buyers to be more

Yo

frequently considered than lowest price of meat in their selection -

- °

precedence«over low price E

»

in their purchases of . varigus types of meats. However, a case-. study

o
. \

'ﬂ;;:of the prices and quantities of meats bought by a major hospltal

R between January 1974 and June 1976 inclusive sdeed that in actuil )
A woy ” .

practice, the surveyed institutions tended to act otherwise LOwer

.g prices.of meats appeared to be important considerafggn; in the purchase
of beef pork and lamb by the 1nstitution.,'The lower the prices of '
these types of meats, the greater their quantities the hOSpital tended

to buy, Institutions, therefore, may likely ‘be responsive to prices

"in their purchases of these meat typé?! at least in thevlong Trun.
[~ P . . ’ ' . ) " '

‘
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o CHAPTER T o

THE PROBLEM AND ITS SETTING

' Neednfor_Research“:' -

The lack of necessary information on meat purchasing practicesp~

= : 1 S
/,1n the institutional market necessitated thlS research : Documented-

- N o . ' . ’ ‘-“ X “, ‘
”reports and 1nformation on 1nst1tut10nal foodserVice are disgointed

-t
‘».

‘7~sketchy, and scattered in myriads of journals and magazines s’ that

‘vfﬁa coherent 1dea of the nature of the institutional markekjis not
lreadily comprehended Also,‘little descriptive 1nformation on the

o

1nst1tutional market is: publiShed by governments, probably because of':
4"

‘ the industrial structure of - the market The market contains’ many Ty

'_,1nstitutions and suppiying flrms which are heterogeneous w1th/respect

to factors such as the size function,_product, and price._ Thus 1t

-has not been easy to express, outllne, and publish information in a v

_general manner. 7 . ' o : o - ;’”7.i\- o

: In additlon to the market structure the supplying firms arev"

often reluctant to divulge 1nformation that could be useful for

- 5

research, thus making any meaningful studies difficult to undertake

~

» : The 1nstitutional market considered in this study comprises
1ndustria1 and office cafeterias, hospitals ‘and allied inst!tutions,
correctional homes,: Department -of ‘National Defence 1nst1tutlons,

‘universities and colleges, secondary schools, -and” special care
facilities and homes.‘ The extent: of ‘the 1nstitutional market is .
discussed in. detail in the latter part of this chapter. :



. : & S ,
_-and publish As a result, 1itt1e is known about the ‘volume and types

‘-oﬁ.meat d&manded by the institutions, the market channels for beef

flowing into the institutions, the procurement methods, and the
l‘price mechanisms adopted in the institutional meat trade,_1' |
,* Be51des market structure and the uncooperative nature of the

‘jinstitutional meat suppliers, 1nstitutional foodservice operators k

[}
2k

express conflicting opinions about the most cost—reducing type of

a;sfoodservice operation to be adopted 1n 1nstitutions in Alberta., Most

L

:;‘—_\gf_the 1nstitutions provide foodservice through conventionally

. \ 5
'-operated kitchens whicﬂ are under the 1nstitution S management,

N

L : ‘ \
zalthough some of them contract their food purchases and kitchen

o operations to food management firms.ﬁ Also a wide variety of frozen
‘;fand catered food products which involve minimum on—premise preparation

- are: being used in some 1nst1tutions.

o

The use of any foodservice system involves evaluation of the'

k;total system s operation in order to con51der 1ts effect on quality
- of: food and serVice, storage space requlrements, equipment layout
oy labour union problems, and budget for food lv In any case, many

E

vinstitutional foodservice Operators think that ‘the increa31ng
2 ) o T :
'availability of many convenience foods in either fresh‘or frozen
T,form and the preference of many institutions to cook meals ‘on. their ;'

‘”,own premises, in spite of “the attendant cost and labour problems, .

fhave made management dec151on policles and‘procedures for food Co

L . -J. R. Ryan, "The. Inconvenience of Convenience Foods, Cooking
__.for Profit 1969 .Vol. 38 No.,220, pp 42 46 48 . o '
' Convenience foods are defined -as prepared and frozen foods
ready. to- be served’ with a minimum of preparation (such as heating,
garnishing, and plating) u .

N



B procuqement more challenginga' Without adequate information, and with
”gtpolicies based strictly on preconceived ideas, institutional food
“managers are thus believed to make decisions regarding purchasing
»and operational strategy‘according to theig whims and fancies.

I

Research is. therefore necessary to provide information with
,'regards to(the requirements of the institutional meat buyer and td
relate‘the information to the meat packing and processing industryf
jThe meatﬂprocessing.industry is concerned about how to interpret the
'Jneeds of the institutional meat buyer since the institutional market
'ufor meats or any type. thereof (i e., beef _veal pork lamb, and
'Tpoultry) is not homogeneous,“but rather cénSists of ‘a number of
'distinct sub-markets eachywith its own supply and demand characteris-
tics. Also, knowledge of institutional meat buyers as to ‘their source
of supply (whether Alberta, foreign, or out of province) ‘and the "

factors (price and non—price) which the institutions conSider in

selecting their suppliers are important in understan ing the type of

’

. 7]mea§s bought by institutions.if

Similarly, there is a need for information tp assess‘qhether

H»i;there is -a need’ for government policy with regard to the nature of

..competition in the institutional market in Alberta.‘ There is little.

- available information, data,.or published work on which to base policy L
decisions about the amount of foreign beef coming.into the insti-

:ftutional market It would therefore appear useful to research and
outline the quantity and quality of foreign meats entering the-

i
institutional market

“~e



LB

'Statgment Qf thg Pfoblehﬂ . ' .;:
| | y. . o o ;Aj s | A,I N
The problem is that little information exists about institutional
i | - . S
fmeat prégure%eﬁt methods, untilizétion patﬁerns, and flows to guide
[ . . .
‘managemenlbcﬁoice in.finding an eédnoﬁically efficient (i.é;, cost-
reduﬁing) food procurement system compatible with quality brovisionsf,
Méat’in»?nstitﬁtional fdédéer#ice'is*épecificallyuSeleéted for

b‘fifétudy5béCau$é £n‘1975 it w3§ repofted.tHat';éd meats‘énd pgqlc%y'in
”Canada:a¢gountg6250r‘4i_per;éent of the to£a1 fQ§d—gost d@llér‘in
‘.iinétitutidnégll Also, Araﬁlld‘indic§fgd_tﬁat%i" B '
: 1. meatiié’fhafrpért'of:tﬁe éénu Qn?which a chaﬁge in the
fbbdeefvedhis Bas;d; s B L SR o
2, 'meat'i§ the majof factor generatiﬁg clientele éccéptanée,.'
.or rejecpibnlof a-ﬁeal;’aﬁd |

3. meat is ré§§é§5ivefto advanced pfocessing tr‘ansformati_oni2
N'éiﬁce‘{975'the steédy fisebiﬁ fhé prices 6fffbod$,espeé;aﬁé2
meats, eaten,awéy from’héme, coupled Qith the wages qf labour =
-émployed;i; food p?eparatfon ha&é been:causing‘codcefgpamong_gibeffa

instftutional‘foodserﬁice.operafors.q The p“ce index of food eaten

. Foodservice and Hospitality Estimate, Canada's Hospitality
Business--The Fact File (Toronto: - Food'Service and Hospitality
Magazine, 2nd Edition, 1977) , p. 15, T

~E. V. Araullo, "Food Purchasing and Utilization Patterns in
Wisconsin Hospitals : Meats, Poultry, and Fish" (Ph.D. thesis,
-Department'of’AgriculturaloEconomics;'University of Wisconsin, 1971).

_ For an observation on how the price of food eaten away from
home has been rising relative to food eaten in the home and other -
consumer items since 19755”see“(a).Statistics’Caﬁada, Consumer Prices
and Price Indexes, Cat. No. 62-010, Quarterly, and (b), Statistics
Canade, Consumer Price Index, Cat. No. 62-001, Monthly.

¢ v
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away from'homelincreased by 11r6 per cent between January 1975 and

April 1976, while that of food .for home. consumption rose by only -

0.9 per cent- dud!ng the same period. Some institutional meat buyers

thus expressed the impact of the price rise by 1ndicating that the

rise in meat prices has made purchasing and costing an almost daily .

task. for them since they have to keep their expenses within budgets.
Thus, commenting on the problem of meat cost, the food director

]

of a nursing home in Fort Saskatchewan said A"Price is always the

1

question; we have no problems in obtaining the meat and produce we
require There are spot eXCEptions, of course. But it has’become
increasingly difficult, and sometimes impossible, to adequately plan
a budget for-a folldWing year. bor any institution on a fairly
_1nflex1ble cycle meny, this is a real problem nl B
An annual ‘report of the Alberta Hospital Services Commission
recorded that raw food cost ‘was second highest (exceeded only by wages
'and salaries) of all hospital operating and- administrative costs.2
The same report indicated that, in. 1973, the. total cost, of food con-
sumed by institutions in the” provinceiEBE'EStimated at $76 9 million.3
Thus an understanding of . the various ways in which meats are

procured in the institutional market could be useful for the food

operators who need information on cost—reducing-purchasing strategies.

rd_"

Personal conversation Rosecrest Nursing Home, Fort éashat—
chewan, Alberta, Summer 1977, ‘

2

W. W. Lowrie, "Preliminary Report on the Proposed Alberta
Food Corporation' (Unpublished Report Edmonton, Alberta Agriculture,.

- Statistics Branch, 1976); p.-1. (Figure based on 1968, Annual Report
of-the Alberta Hospitalization Benefit Plan )

:3 Ibid., p. 28 (based on food service‘recorHS).



Objectives of the Study

The objectives of the study are: designed to answer the following

questions.

//4What meat purchasing methods are used by institutions?
2.1“What are the types and cuts of meats th%ﬁ are most, popular

with institutions7

I

3. Whére do" institutions buy their meats, especially beef

s

and why do they choose that source of supply?

4. What systems of foodservice operations (1.e., conventionally
‘operated kitchens, or the catering system) are used in
~f"‘-'institutions and why? N

From the answers to these questions, the study seeks, in general,

c ~

to determine the purchasing patterns’ of institutions and to assess the
' 1mportance .of certain factors affecting institutional demand for
various types of meats. However, more specific objectives of the
study are:
1. To deserihe.meat buyinglstrategies employedwby institutionali
“meat buyers in negotilating with_suppliers in terms of price
w—~_ L
and non—pricecpolicies.f
2. To develop and interpret information on ' the supply sources
and the extent of flows of meats»to_institutions and the
.economit characteristics (sueh as size and market hare)
of the establishments which supply the meats. |
3. To‘determine the type, quantity and the value of meats
used by institutional foodservice operators.

4. To identify and evaluate utilization patterns and interpret

%



. ”'
factors affecting procurement and use of various market

forms of meats like fresh meats, pre-cooked frozen foods
for reconstitution, and hot (convenience)~foods.

-
. ’ ‘ \\\\\
X : :

*  Hypotheses l .

[

Tovachieve the preceding objectives, hypotheses which affect

institutional buying characteristics ‘are postulated The hypotheses

are outlined as follows. It is hypothesized that:

1. There is no relationship between the size of an 1nstitution

and the procurement. method used for meat purchases. The

hypothesis is intended to show whether there is any -

- A

correlation between different sizes of 1nstitutions and the
use of the tender and bid, the negotiative buying, and the
spot buying methods.

2. 'Most meat or menu items ‘consumed by 1nstitutions originated

from foreign sources.
7

3. The type of institution or the type of meat does not ‘
“influence the quantity of any meat type bought by each
institution.

4. The most.important factor congidered by institutions in

°

' buying most frequently bought meat cutsg is the price of

£
the cut. :

Inportance of the Study to Alberta

N

. An earlier research indicated that about 25 per cent of total

sales of cattlemen and pProcessors in Alberta were obtained via hotel

i

L ol

o . o



restaurant, and institutional (HRI) foodservice operationa.1 The

o d

Canadian\ifstaurant Assoclation also indicated that the HRI trade
accounted for 30 per cerit of the beef consumed in Canada in 1976 and
the share was expected to rise to SO"per cent by 1980..2 One might

therefore expect that as the number of meals consumed in the HRI
¢
mafket increases, the quantity of meats” consumed in the HRI market

will also increase. Alberta being a major producer of beef pork

s N

and poultry, could expect to reap considerable benefits if the Alberta
L 9]

HRI market were' to buy more of Alberta produced.goods. Since most of
_the institutions have a close tie to the province through subsidies

and total jurisdiction, it seems only natural to expect that these

. . 4 _
Alberta institutions will buy Alberta produced meats as trade in the

&,

institutional market grows.

A discussion of imported beef‘is also relevant Yithin the scope
of this study becauyse the Canadian gevernment appears to believe that
the high levels.of beef-that have entered this country ha?e created
market instability and depressed prices for beef farmers.3 This is

indicatedvby the imposition of import restrictions on beef from

Australia and New Zealand. - Also, an earlier research has suggested

-

that'importgbfrom Australia and New Zealand go primarily intp processed

AY

meats (hamburger patties and sausages) which are heavily used by the

Q

1 K. D. Smith, R. T. Berg, M. H. Hawkins, M. E. Stiles, and
- C. McFadyen, The New Beef Grades (Edmonton: Rural Economy Bulletin,
Applied Research, The University of Alberta, 1975), p. 65.

2 H. Dodd, "Canada Gains in HRI Trade," Cattlemen—--The Beef
Magazine, March, 1976, p. 10.

3

See Toronto Globe and Mail, Thursday, October 14, 1976, p. BS5.
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. :

HRL 1ndustry.1 It would therefore appear timely to document and

describe the entrnhce and the quantity of fmported meats flowtug.lutq

.4

\ .

the institutional segment of the HRI market {n Alberta.

B

Importance of Megt in the HRI Market in

n Canada and Alberta '

N ) . . ‘ [3 S

In 1975; the retail value qf food and nOnaicoholic bevérages
moving through:the market for food gerveq'away from‘hbme.in Canada
was estimated as approximately $4.é billiog (Table 1.1). An important
component of this estimate was the cost of raw food purchased which
was estimated as approximately $1.7 billion (Table 1.2). Institution32
alone accountgd for $647,285,000 or 39.5 per cent of this, wﬁile red

meat and poultry ranked high as a major food item accounting for

41 per cent of the tozal HRI food cost (Table 1.3). . N\
. . )
The importance of the foodservice industry in Canada becomes more
v

/~/apparent when the estimated value of its products and services and‘its

[N

> ©

linkage effects with other industries are considered.

food-away-from~home industry made sales estimated, at $6.1 billion and
. N ~

employed 384,000 people directly in the accommodation and foodservice

groups (Table 1.4), while an estimate’ of 484,000 is forecast for 1?82.3

1 K. D. Smith, op. cit.

Institutions' food costs considered here are those of caterers,

industrial restaurants, hospitals and allied institutions, correctional -
institutions, Department of Defence institutions, universities, o

colleges, and schools. .
] Department of Manpower and Immigration, Canadian Occupational_ 
Forecasting Program, No. 1 : Canada (excluding occupations generally

 requiring post—-secondary eg¢ucation) (Ottawa: 1975).

In 1975, Canada's
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TABLE l 1 N

/SUMMARY OF ESTIMAIED FOODSERVICE VOLUME CANADA 1975

M 1

./.j. /(7 :t\\%c\n_; ;'-ijV‘V-,'}f

‘ Accommodatioﬁsvgrodp, sale of meals B $454,900,000

Sales of food and beverages through vending : : 122 014 OOO
‘,,Sales of sandwiches prepared foods, catering by
bakeries : , o . 1. 426 ,000
Restaurant sales, adJusted for 1ndicated 7%
. underestimate . . . 2 119 135 ooo:;
ZDepartment store sales of meals -and lunches ' ° o 134;953 000

Cost of foodservice of ‘airliffes - " . R 49,034,900 B
_ Cost.of foodservice for- ‘TAilways T R Y 22,379,000
‘bSecondary scﬁool, college, university foodservice ‘ S

-l

. receipts vl : 367,949,000
Motion picture ‘and drive-in theatres revenues from
sales -of candy, drinks, etc. - o 39,363,000
Private clubs, estimated Food sales . : : -~ 35,175,000
Meal and lunch sales by amusement and recreation .
group, other budiness and personal services ) 96,897,000
Caterers, estimated’ receipts . , 218,175,000
Industrial restaurants, estimated receipts ‘ . 275,618,000
" Total commercial receipts . '  3,937,018,000
Add:;.Cost of raw food bought by hospitals - 129,082,000
Cost of raw.food bought . by special care o
facilities - 100,419,000
Cost of raw food bought for correctional’ o
institutions, not: including county jails 15,938,000
Department of National Defence cost of food
and- labor L : 70,000,000
Total ‘ 4,252,457,000

Add: AdJustment to convert hospital, correctional
institutions, foodservice to retail : ' o
equivalent , . ) : 114,512,000

-

Total, adjusted teo retail equivalent as noted above 4,366,969,000
Less: Adjustment to eliminate duplication for
o« catered service in schools, colleges, .
airlines 145,944,000
Total as adjusted " $4,221,025,000
& - ER . .

/
.Source: Foodservice and Hospitality Estimate, Canada's Hospitality
Business--The Fact File (Toronto' Food Service and
Hospitality Magazine, 2nd Editionm, 1977), p. 13.




TABLE ,1,.2 I

.,r_ . . ; ‘.

ESTIMATED COST OF RAW FOOD PURCHASED INCLUDING ‘

NON-ALCOHOLIC BEVERAGES - HRI, CANADA l975 .

T :
i,75'u

,,Restaurantsl o SR R o $644 217 000 )
.'Accommodations group : . C . G - 180 423 000 -
Vending sales’ of . foods and beverages» S R R 48, 805 000 -

Hw;ﬂ-Department store sales of meals and lunches .52,092,000 H'
FoodserVice for scneduled alrlines2 | . 7,551,000'~\
Railway foodservice h ' 8,952,000 -
HMotion picture and'drive—in theatres - 11,022,000
Private clubs 14,422,000

o Amusement, recreation, business and persona ¢ 'T' o

services . 38,759,QDQ‘
Caterers‘ ’ ’ y ) A: o 84,216,000>
Industrial restaurants _ : : . 137,809,000
Hospitals, allied institutlons, spec1al care . ‘

facilities , , 229,501,000
Correctional institutions, federal and provinciai ' 15,938,000
Department of National Defence ' ‘ "~ 40,000,000
Universities and colleges, secondary schools2 139,821,000
Total cost of raw food purchased by above groups . $1,653,828?QOO

1 ’ , C ‘ o
After adJustment to eliminate sales of alcoholic beverages
from total restaurant receipts.

2 After adjustﬁent to eliminate duplicatignﬂresulting from .
catered services.

Source: Foodservice and Hospitality Estimate, Canada's HospitalityA
Business--The Fact File (Toronto: Food Service and
Hospitality Magazine -2nd Edition, 1977) 14,




Dessert products, miscellaneous processed foods 2

*

Flour and mill pfdducts, pasta,

il

)
"

SR Ay
cera?ls, rice - 3

”
| - ‘-‘;ABLE’1.3 | <
HOW THE HRT FOOD COST DOLLAR.’;.ZQ‘.";SfﬁNI =
O emmoaners |
T - |
 :¢¥f_?r6d§c£ | f-% ,:, é;
ffPou1ﬁ£y ;' T8 '99;23b;dooa
Eggs - 2 33,077,000
Fish and seafoods N 49,615,000,
Vegetableé,'fresh,,frozen; or canned 9'1 148;845,000
Fruits, ffesh, frozen, or canned, jams - . . E v
_ %Sd jgllies‘ ) - 3 49,614,000‘
bairy products-—miik, butter,fcheese; .
ice cream - : . e L 14 ‘231,536,000.
‘Bakéry‘pfoducts, inéluding bread and rolls ) .6, 99,230,000
Beverages—-coffee, teé; hot chocolate s 82,691,00Q
»Ju;ces, adeé, drinks, incldding carbonated 2 >33,007,000 :
Shortening and cooking o0ils ‘ 2 33,076,000
Sﬁgar, syf@ps,'coﬁfectioﬁs, 6. 99,230,000
Spicég, seasonings, cﬁndiments, sauces 2 33,07?,000‘

. 33,976,000
: o

»

49,614,000

/

Tatals

100

$1,653,828;000

Source: ' Foodservice and Hospitality Esﬁimate, Canada's Hospitality
Food Service and
Hospitality Magazine, 2nd Edition, 1977), p. 15.

t ~ Business=-The Fact File (Toronto:

g

T,



; fTABLEfl}4°“SV

-

THE HRI ESTIMATED RECEIPTS FROM’ALL SOURCES

FOR 1975 'ffl‘,.:’]la; ;’

4

13

aFoodservice volume,_all types of service K

"Add; Accommodations group.,-h S
RO Receipts from rooms’}- ”

' Receipts from sale of beer wine 1iquor .

- Estimated private’ club receipts from sale ‘7t‘ld':‘ﬂl,“:vw;s S
26,231,000

Receipts from merchandise and other sources

of liquors e T L .-l‘

: Total_receipts,»alI730urces"”f<5'9’,_‘

Employment in Accommodation and Foodserv1ce

Group, 1974 - e
Weekly wage bill at ‘1975 rates
Annual wage bill at 1975 rates

 Travel spending in Canada, by Canadians and
. visitors from other countries

S

-

All industry share total personal expenditures ,
on- goods and services ‘

Foodservice share of total spent on food and
non-alcoholic beverages -

'Total‘FoodserVice Qutlets:

and motels :

©$4,221,925,000

842,000,000
© 770,200,000 -

171,400,000+

©$6,028,856,000

384,000

$38,330,000 .
$1,993,200,000

$8,500,000, 000 .
6.3%
27.7%
G
%
a
annually

-

Eating places, all types . - 31,800

Hospitals, all types ﬂncluding g IR

special care: L 4,742
Accommodations group \3' E R 17,800 -

’ { ke L

" Private clubs , : 3,400

! 13
Grand total, all foodservice oo R
outlets, 1974-5 - o 57,742
Meals served, restaurants hotels f ‘
: : '$1,14%,000,000
4 .

Source:

Foodserviee and Hospitality Estimate Canada s Hosﬁitalify““’¢’ﬂ.'

Business--The Fact File (Toronto: Food Service and

Hospitality Magazine, 2nd Edition, 1977)

£ d

12.

*



R '2‘ . B :
g foodservice opgrations.‘ In the same year, out of a total value of

»
o
)

,;In the same year, construction expenditures on hospitals, sanatoria,‘
"?‘cllnics,’and similar 1nstitutions reached a record level of o
‘$464 million with Alberta sharing $3O 694 OOO The 1975 total for\g

f_Alberta was’gn ll per cent increase over 1974 “1.‘- Tx } .
In 1974 in Alberta about 25 per cent of total sales of cattlemen

¢ ; k

and processoré/herived from hotel, restauran"'jnd institution (HRI)

“5';$529 889 000 recorded for the service trade in Alberta accommodation '

- and food services accounted for 83 per cent or $439 807 8703 and the ";1

,City of‘Edmonton accounted for approx1mately one third (32 per @ent
T_or $169 564 480) of the 1974 value of the food servicég b

In 1975 50 1eading companies in foonErvice reported total .
sales of bl 593 million. These sales rose to $l 878 mlllion in 1976

-a revenue gain of $285 mlllion or l7 9 per. cent in one year.5 Thls h'

‘, would: represent a value of sales of $769 980 OOO for meats and poultry

Thus, con51dering the above facts, At can be said that with the

-

growth potential of the foodservice industry in Alberta or Canada,

W'Alberta stands to gain 1f more Alberta produced meat sells in the
B N

L
’

J Statistics Canada, Constrthion 1n Canada, Cat..No. 64—201
Annual . ,

2K D. Smich, Op. cit., p. 65 L '*

i 3 Alberta Agriculture, égricultural Processing and-Manufacturing
Guide (Edmonton: 1977), p 10 v - o

4 Ibid.,'p. 11,

> Foodservice and Hospitality Estimate, op. ecit., p. 13.
It should be noted that no account . of value due to inflation and how
‘much to volume increases were provided. Thus the recorded revenue -
gain of $285 million could,connotée a wrong: picture.

-,

.r;-_‘
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;iﬁétifuﬁionallmarket, L R

”SEOPe“Of'thélstQJYf

The limit or scope of this study can be viewed in three "L;‘,f"':é,i.‘

“ ;dimensions (1) the geographical extent of the study, (2) the fj

bkalnstltutional establishments that buy meags, and (3) the functional

ﬁb;relationships of the buyers and sellers in the 1nstitutional market

Toal e o e e -::"5,":" :

‘hﬁhVGeographical Extent

DU
\

The outer limit of this study 1s Alberta. However,‘the maJor

H:criterion for including an - institution or a firm in the study is that ;:n*“":'

";1t ultimately serves the 1nst1tut10nal market in.Edmonton and the
‘surrounding area——Census District 11 (Figure 1 1) Given thls‘v‘;.
criterion of demarcation, attention is d1rected solely to 1nst1tutions
jand firms located in the Census District.- Implications developed from |
‘tthis study will apply to the institutions in Edmonton as. Well ‘as those

¢

in- the- District Edmonton is the largest Clty in the study area and

1t is” centrally located

"Functional Relationship of Partic1pantsi'-ﬂ

.~

Normally, a conceptual v1ew of the 1nstitutional market chain =
hconsists of two functions which involve three parties.: Diagrmm~/
bmatically it can be seen,in Figure 1.2, o |

’E{nThls study focuses on the wﬁolesale marketr Since in some
3casés the primary functions have been eliminated, the study analyses
brocurement relations between packers.and institutions, otherwise it

studies procurement relations between processor, purveyor or.
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FIGURE 1.1:
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‘distributor, and institutions.

.‘;_ WProcessor_.f: R x‘v E S ﬁ‘ L Q:
\ iker —_Primary - . L Wholesale T e e
. Packer ~=-i=1aLy. — Pur Rt D e et S Institutions
,;.,u;vaF?\ - Market . : fZiyor ' p:: . Market . . T rhatic
\_, .. Distribgkor . . - o<

FIGURE 1.2: Institutional Market Chain  °

\ Institutional Establishments

; As a unit, the aforementioned institutions are the centre of

analysis. ghe institutional or. captive establlshments comprise such -
'units as schools,‘colleges and universitiesg penal institutions,
"hOSpltalS homes for adults and chi&ffeg, etc, TheSe captive S ,f. O ot

.

'establishments are viewed as rendering a service for the public ratherb

’-.fthan operating for a profit, although some may. generate ‘a profit

Food service An’ 1nstitutional establishments is usually supportive,

cdn: the sense that the establishments are subsidized by governments

. ‘ '
However, a few kinds of businesses such as fraternal associations,

¢

office cafeterias, and publicly owned nursing homes could be

classified 1n either direction.

This study is concerned solely with the captive establishments,

and does not deal with the hotel and restaurant segment of the HRI



~

market . The institutional establishments have the following things
Sin common
l. . They: prepare and . serve food to the public, though the

public served are in some - cases termed inmates or: patients

2, They provide food service at tables or counters in rooms

:for on—premise or immediate consumption._

‘ N
foo

3,-~Th§§§have_their own'food préparation area and a record of

received Thus they have, common problems 1n house-’ .

~

fkeeping and maintaining the premises they occupyz

’

b.. Some provide sleeping accommodation and other services to
B . 4/ o

the public, ‘plus offer meeting rooms needed for conferences,

-gatherings, and soc1al functions of all kinds N

5. They use much of the same equipment, almost ‘all of it. ‘ib
o
Specially deSigned for the job, such as kitchen equipment Y

+.

beds: and bedding, and many other items. ) -i J'w “

Procedure

L

In Chapter II of the thesis a rev1ew of literature dealing with”

‘meat procurement in institutions is’ presented Presented also are the

economic theqries relevant to analyzing sgme of the meat purchaSing

' methods used in the institutional market. ' The’ chapter focuses on
economic models which tend to depict the reaction of buyers and sellers
_when the spot buying method, the bid buying method and the bargaining
.,method of purchasing are used.

In Chapter III the generalrprocedures used in,obtaining

information for the study are presented. These include the systems of

L

N
Y

BRvA

L



exéhangelin tefms of pfice éﬂd non~pfice sﬁrategies.

. ‘The suppiy'sburces'of\the meaqé'used incinstituéions and the
f;nctional (who-deéls-with-whom) organizatiﬁns;of the ma;ket‘chénnel
are analyzed {ig Chapter v, Import Proportions of vérions meats

5

) , e Lo
.consumed in-institutions are determined, and the economic character-

shown are the quantitieg and préportionsvof major meat itemg uSed'by
insfitutions. The chapter ends by Presenting inétitutions'«gpénions
. - : _, ‘

i .
and comments op the varioug types of meats purchased,

catering, and the use of conventiongl kitchens, Other chéracteristics

of the institdtional food service considered aréAmenu cycles, types of
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foods or pre—cooke& frozen forms of meats. The various cuts of meats
‘bought by the institutions and ‘the extent to which institutions uSe

the services of food management companies are also analyzed _ -

Y

The major findings of the thesis are summarized in Chapter VIII.

The ccnclu51ons, as‘conceived from the findings, are alsp presented

F- LN T . '

in the chapter.



. L J
" CHAPTER II ’
. REVIEW OF THE RELATED LITERATURE AND ECONOMIC THEORY : .
Introduction

Published research ‘on the economics of food purchasing and util~
ization patterns in 1nstitutions is‘scanty, and publications were, not
available_until tlhie mid-l950 s. In addition, most of the publications
are in the form of narrative reports ratner than economic analysis,
The studies, however, do provide data on which to base predictions

of potential.markets for food inrdifferent'types of food operations.1
. - . .

Also the principles and methodology Whiohvthus far have been dezelipfi///,—j*
® PN ‘- F

provide tools for market analysis. ‘ A :
The contents of this chapter consist of two majol_:’tekpositions. /\?

The first neviews previous studies on market reseagch on food systems

operations in institutions The purpose of the section is_to provide

o some guidelines for developing'this research. It is also intended to

~

enhance an understanding of the problem and the obJectives of thls

study and of the 1mpligations of the vdrious metnods,of meat procurement
- T

in institutions.

7

o

;} | This-literature review starts with a brief review of the :

»
+ 7

. -1 For example see Canada's Hospitality Business--The Fact File
(Toronto . Foodservice and Hospitality, 2nd Edition, 1977), and .
_"Menu Census," Institutions/Volume Feeding Magazine, Vol, 68, April 15,
.1971,-pp. 39~ 61 ' v

]

. w21 6 k .
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devélopment of food service in institutions, This is followed by
reports on previous studies done on imstitutional food gervice on the
. R ) -

basis of meat procurement practices and methods, utilization pattern

o

S 1
of meats in either the conventional or the pre—cooged form, food
systems operations, and general studie$ on.the institutional use of

LY

meats, . ©

‘The second part of. the: chapter éiiﬁfﬁggﬁzﬁg'gﬁggfetical

a Ky

contributions that economics has made towards conductfﬁ@fﬁﬁ/lgg;;ry

into institutions' buying behaviour. Tha framework within which the

theoregiggiJﬁiségggipn prJ;;;ds ié g?e'Bainéian market analysis:
The section outlines pattern of con&uct and industry structure, |
discusses the theories of biléterial oligopoly under varioﬁs
, P
assumptions, and ends by diécussing the most commonly used method of

purchasing meats in the institutional market. @

I

N -
°An HPstorical Review of Food Service in Institutions
9

s

Eating in large numbers in public. places has been a widely

practised style ofidining since earliest times. Danish tribes were

2

. . 2 »
reported dining together in large groups before 10,000 B.C. Theipible

—~ ~

also gives many accounts of a mass feeding industry. For instance,

accounts tell of Xerxes giving a banquet that lasted 180 days, and of
N (, J P N

Conventionall% prepare&r;éals are those, that have all, or
essentially all, of the entrees prepared in the institution's kitchen.
‘Meals that combine frozen vegetables and desserts with raw meats atre
considered to be conventional.

. .
, 2 L. H. Kotschevar, Management by Menu (Chicago, I11.: Natiomal
Institute for the Food Service Thdustry, 1975), p. 4.

K v s

-~

@
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Solomon butchering 22&000 oxen for a public f(:am:.”1

In medieval times, institutional food service was widely practised

in mpnasteries, colleges, and royal householdq on the Continent and in
England. | The royal héuSehold with its hundreds of retainers, and the
househo}ds of the nobles, which often numbered as many as 150 to 250
persons, neeessitated food serviee.on an institutional basis. Foods
were provided using cheap labour working on the lands of“the lord of

~ ) .
Q_// the manor and the endowed lands of the menasteries. Thus, costs of

© Nl .
foods and labour servicts were of .little or no importance in medieval

n
i

institutional feeding oberapions. There were no purchase problems,

COst problems, or storage problems, There also were no dieticians,

'y -

but the cooks were perhaps somewhat trained as evidenced by the high

standard of food served in the inns.2 >

-

4
About 1600 A.D., howevgg phe first coffee houses (cafeés) appeared
i. [

in EnrOpe, specifically in England, France, Germany, Norway, and Sweden.
. These countr?es' institutional foodﬂservice practices have contributed
langely to the modern day western‘institutional food service.3
z;day, following the habitsﬂand ttends develoned in Europe,
residence halls with dining rooms, college cafeterias, hospital feeding, -’
etc., are common in Canadien sociggxﬁ Not only is the system of food
o A =

procurement and service more advenced and complex now than in medieval

Europe, but the use of trained personnel (the dieticians and cooks)

>

Ibdd.” - ]

2 B. B, West, L. Wood V. F. Harger, Food Service in Institutions
(New York: John Wiley and Sons, Inc., 4th Edition 1965), p. 4.

3

Ibid. (lst Edition, 1938), p. 3. ’ /

) T -
~ L



has become an indispensable factor in modern day 1nstitutional feeding

& s

opeTatlons. The organization and admlnlstration of any of the food

e

services in today s complex economiE‘order cannot be trusted to

. /untralned persons. . Kn” dge of the common~foods’and-their preparation

“
—

- and cost, of the problems of the organlzation and” adminiStration of

the basis for purchasing foed and

il

institutional food units,.
' o r
_ ch0081ng equipment are es%ential to the person charged with the e

responsibillty for_an institutional food servace.<tx L e

o~ i
Previous Work Done ~ _ . ;_;7 :;
=iF ’ "_.._‘ ,~ T : ; t
Food Procurement Practices and Methods "
Inn1955; Hoofnagle, et al. made an analysis of market potential. l,o
Ty

for,food in charitable, mental, and peﬁal#institutions in the northr ;'
‘ A g

~gastern and southeastern United States.l/ In the study they evealed 2

2

e

that factors such as. type of 1nstitut10n and regional location tend -

to determine the market for certaln types of ‘foods. Also, size of

) xs' : < ~ :
» operat;on and type of ownership tend to determine food procurement
practlces‘and methdds. Penal institutions tend to demand a high volume

e
-

of food at a time, small nonsgovernment institutions buy food daily in o

small quantities, while government institutions use either competitive
. o A Ry ' S .

o

bid buying or -contract negotiations.
: " t

A survey of buying practices and food usé in in-plant cafeterias

o~

1 w. Hoofnagle, P. Dwoskin, and J. Bayton, The Market for Food:

in Selected Public and Private Institutions, . Marketing Research Report
No. 84 (Washlngton ‘D.C.: U.S. Department of; Agriculture 1955)

*
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D T B , . : ‘
was conducted in 1959 by Lifquist.1 The survey showed that foods were

O

‘bought on a daily basms as needed A Large cafeterlas bought food frgb

i 3wholesale distributors while smaller operators bought from retallers.
Most meats were bought fresh and in retall cuts.

¥

In 1960 Anderson, et-al al. conducted a study among elementary and
high schpols.g Of the tdgal amounb of meats bought by these lnstitutlons

" in i'year, they found that about 60 per cent was beef and 16 per cent was'

food programs was relatively small and that. the schools transacted mo

) often with local food dealers. A more recent study by the Cornel Hotel

: . R

and Restaurant Adminlstration however, showed that in 1973 some

51. 2 million children in schools in United States partic1pated‘1n a

federally funded Food Serv1ce Program amounting to about $34 8 million. 3
To investlgate»conflicting reportdeith regardsvto the factors.

influencing the use of‘certain food forms in.different stages of

processing in institutional market, Araullo (19715 analyzedvthe factors

affecting procurement and use of various market‘forms:of meats’in‘ : .

Wisconsin hospital food operations. 4 The ‘study also developed a

management information feedback model to provide a framework for

, 1 R. C: Llfquist, Buying Practices of Food Use of Employee Food
Service in Manufacturing Plants, Marketing Research Report No. 321
(Washington, D.C.: U S. Department of Agriculture, 1959)

2 K. Anderson and W. Hoofnagle, The Market for Food in Public
* Schools, Research Report No. 377 (Washington D.C.: U.S. Department .
of Agriculture, 1960). o o : '

) ¥

: 3 "Food Service in 1985," The Cornel Hotel and Réstaurant
Administration Quarterly, Vol 17, No. 1, May 1976, p. 45.

4 E. V. Araullo, op. cit. .‘

- 3 . . -
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management procurement strategles. Although the study was restricted
to hospitals only, the model and methodo}ogy which the study provided

serve as: a useful tool of market analysis and management information
) .
feedback for food procurement in 1nstitut10ns. :

Avery compared inventory data w1th the required quantities of |

o A

each food item in 1976 L The report provided a working formula for

determining the quantity of purchases required for each fooz!‘ item.,"
" The' study also provided&a method of forecasting demands for each food

group, and the purchases required to- bring a food 1tem to a pre—set

max 1mum o

Utilization Pattern

Lifquist's 1959 survey was followed by another in 1961 during
;h}ch Lifquist tried to determine the utilization of processed foods

in compaty cafeterias.2 This. study eséentially provided a method for
) [V ‘ :
classifying foods according to ‘the degree of processing ) o

f \
Van DreSS.inp1965_used calorac 1nventoryutéchnique.t0»estimate

~potential use of food types in civil defence’ cefitres.”. THe method was

thought desirable for”planningvemergency feedingnp,egrams.

- In thebsame ar Kirtley estimated the t§pes and approximate

s

3

A volume of meats used by commercial food serv1ce by budgeting . .

: Arthur C. Avery, 'Secrets ﬁgaFood Purchasing," Food Management,
Vol. 11, No. 9, Sept. 1976, p..59. . e

2 R. C. Lifquist, Expenditures for ProceSsed Foods by Employee
Food Service Manufacturing Plants, Research~Report No. 458 (Washington,
D C.: U.s. Department of ‘Agriculture, 1961)

. 3 M. G Van Dress, Estimated Number of Day's Supply of Food and
Beverages in Egtablishments that Serve Food for On-premise Consumption--

A Civil Defence Studyj.Marketing Research Report No. 707 (Washington,
D.C.: U.S. Denartment nf Aorirnl+ura -1QARYN

Y




_expenditure on all foods l His estimates showed that beef accounted

[ -;F\'wx

a:for 60 per cent of all meats used in commercial establishments.

uPoultry was second in line and fish, third The proportion of” pork

.Iused was very small while lamb and veal each acCounted for a little

/more than 2 per cent of total meat usede-

where there are no profe 51onal chefs, according to Quick Frozen Foods ."?f

"'Magazine.zk Slmilarly,.;

: . : : SN
convenience foods has ena led alrlines to offer&hany different entrees,' A

] i \" : . . s
- A dramatlc upward trend in: the use of prepared entrees has been

'"v_>reported i hospitals, 1n-plant feeding operations,'and country clubs

t has been reporﬁed that the use of frozen A

;_ Trans World Airlines, which carries 90 per cent of its menu frozen, 1s»

reported to.do so in order to cut costs" through 1ncreased productiv1ty

o . | . i LT AR
per employee. 9~ Q : » c o j,.u;, S

LR

New York City‘schools, which carried 20 to 25 per cent of their

[

meals as frozen convenience meals, reported a planned 100 per cent : #;

N e

- children currently eating cold iunches 4 And in Cleveland the Board
Lo R

of Education used frozen pre-plated meals to feed 25 000 under~

perlleged pupils free hot lunches daily. The frozen,entrees System

= //’

4

, : » .
M. B. Kirtley, A Survey of Meat Use in Restaurants in a MaJor

}Metropolitan Area of the U.S. Food. Service " Research Digest National

Restaurant Association Winter 1964 1965n\w
"f K 'Systemsgwethod Sparks. Greater Use of Frozens in Institutions,"
Qgick Frozen Foo Vol. 34, Jan, 1972, p. 51.

3 Ibid., p. 52.

Ibid., p. 53, ) e

& "Frozen Pre-plated Meals Solve Problem of Feeding Underprivileged
Pupils," Quick Frozen Foods, Vol. 34, June 1972, PP. 47-48.

i
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Flushing, New York, reported having top-quality meats by using pre—

‘cooked frozens l‘ "In order to serve 1 200 meals daily*to patients

‘Zfsaid

e

o . .
“and personnel I must rely heavily ‘on frozen convenience foods,

”univer51t1es \and hospitals.2 The study showed that there was" no

28

‘ was used because of 1ts cost-control factor.

Sebastian of Flushing Hospital and Medical Centre,‘lV"

”'despecially the pre—cooked meats, which ‘can, be prepared quickly,f shé'i&g'@fpﬂ

ainr

Ralnsfdrd (1975) did a’ study 1n which he compared the financial

:-'managerial,_and reconstitution differences between conventional and i

';ﬂconvenience foodserv1ce sxstems utilized by selected colleges,

'single answer to the conventional vs convenience question but that

t
S

foodserv1ce managers must carefully assess their own particular :

‘Situation in order to determine which course to take. In some cases,»

. -

the conventional system may be more desirable while in other cases,

the convenience may be best he said ' The study indicated however, L

o

that savings could accrue through use of convenience foods in that

k]

“labour costs are generally reduced and employee productivity increased

Also, food costs may not be 1ncre9sed as” much as anticipated due to.

better portion c0ntrol minimal left—overs, and less waste.

L.

Smith' s study in Canada on the use of convenience foods concluded

that the lack of demand for convenlence fOOdS in institutions was due ;fabvf‘

A

: 1 "Hospital s Demand for Top Quality Meats Met by Pre—cooked
Frozens," Quick Frozen Foods, Vol. 35, August 1972, p. 49.

~

Peter Rainsford "Pre-Cooked Frozen Entrees : A Comparison of
Reconstitution Techniques, The Cornel Hotel and Restaurant '

‘ Administration Quarterly, Vol. 16, No.'1, May, 1975, pp.‘64769}

'
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' to the fact that the qualityfand taste of fresh foods had not been

do

:‘f;incorporated into convenience foods, and that much of the demand for

R

"ﬁpiare still requlred to prepare the foods.‘ The cost of convenience,"”

uan ideal situation would be a cost cut to 11 times that of raw
H_'1ngred1ents Smith argued that the most;,mportant reasons for

i -'fconvenience foods not being used more by the food service industry

"aare quality, cost,’and variety deficiencies.

e

ihere have been indicagions, however, that the use of convenience

PR

B The reasons given were that convenience foods cut cost and prevent '

’ chaos ‘1n the«kitchen- Directors who have switched to a frozen f

'convenience food concept said ‘the system minimized the 1nvestment in

equipment and requ1red little manpower.' In addition, the frozen hot

"lunches‘did prevent the problem of waste inherent in conventional

. FOdﬁ'Servioe'SYStem'Operationsgﬂﬂ

vkltchen operations.3;

<:>L0Wrié1§f(l§775:ﬁfeliminary reporthon the‘proposed-AlbertauFood,_\';

v 1 Arthur. Smith \Food Industry in’ Canada--Meat Industry Report
(Toronto° Maclean—Hunter Publication 1972), p: 28

.a

2 Robert Peltz, 'Unlons Voice No Objection to Use of Frozen

Foods in Institutional Operations," guick Frozen Foods Voéq 34,

Jan. 1972, P. 53

_ ‘Small Day Care Centres Loom -as: Giant Market for Frozenﬂ
Prepared Lunches," gyick/Frozen Foods, Vol. 35, Dec.v1972,vpp, 31-36.

“

;convenience foods came from institutions where theﬁ.captive audiencef.h

frozen foodszas being adopted in 1n-off1ce and 1ndustrial cafeterias 2

'*29‘hu.

",

: 7freport also stated that "clalmed savings are 1llusory because people i

had no choice but to accept the convenience foods provided.;f Smith s'\:\f*

'~fjproducts is at present 24 times the cost of raw ingredients, whereas: fratn

IS



o P L, : i .
‘@Corporation supported Smith S\Opinion. -In his study, Lowrie compared :
’*a conventional kitchen operatidh managed by an institution with a .

“ :private system of food service in which the planning, purchasing, and

; preparation of the food service in \ospitals was. contracted to a food

“‘V‘if,management company or centred 1n a c\mmissary. Lowrie used ia budgeting

4,lapproach among Alberta hospitals._ His\study showed an improvement in

“food serv1ce and cost for a: private oper tion over government owned and

O ;_ope'_‘_ra:t’eqﬂ_' kitchen \"fa‘cilitie‘sv:’;;.-'that,‘ is; inst} ‘tutional' | 3faddseirv1¢é ”pr‘c’wi&‘g‘a

1vfcent less than it would have lf the foods had

’fnvia the private caterers was estimated to co}t the government 24 3 per

'een purchased and e
v_prepared by the governmént institutions themsel es

=gii A report similar to Lowrie s was given by Institutions/Volume
N \ R

"»Feeding On the system of food s rv1ce in some schools in Pennsylvania,

kY

» A L B
\

) ';fUnited States 2 The magazine reported the use of a central commissary
'dto prepare school children s meals instead of individual school

"'fcafeterias A max1mum of 15 000 meals were prepared in the commissary;t;

l’pb:every day to be transported in bulk to 22 schools and 16 H ad Start

'Centres.ﬁ The system was reported to be offering every stude t in the

e

"'distrlct a tasty, nutritious, hot lunch every school day at r asonable’J

:.cost It was also found to be efficient in reducing the rising food
ﬁcosts 1n that more students ate than before and they could be seji
by the Same number of employees.. It also-led to more participati n :

'by the students in school lunches._

! W W Lowrie, op. cit., P. 1 o o S :,: . s

o . Commissaries--Now Hot Lunch for All Kids at ‘Reading Schools,
' Institutions/Volume Feeding, Vol. 75;_Nov. 15, 1974, p. 35 e

o

@



‘ General Studies in Institutional Food Purchases 5

In 1972 the Agricultural Marketing Division of Alberta Department

»

of Agriculture conducted a food industry survey to determine what the‘j'
: food industry felt about certain commodities, and to learn how commodity

© and producer groups might provide better serVice, different packaging,

N

'f‘etc;l The Department 1tself was interested in finding out what products e

could be improved and made more acceptable to industry. The survey

'\concluded that
o (a ) The quality of all products was good to excellent.;- 'fﬁsl"‘b :

Voo

A-'f(b) ;The supply of veal and lamb ‘was' not suffic1ent to meet
-»‘;;i“lindustry demandﬁr_’l_i_l‘ o il R

(c)'lSeasonal shortages of choice cuts of beef increased prices
to the’ extent that substitute products were in demand R

(d)/ The packaging and delivery of meat supplies needed to be

7‘improved o -, S TR “vf f',’ "¥"
. Ce) .There was a_trend in industry to demand more portion cuts
- Oof meat. : :':X\i,.'

(£) - Better promotion of pork products should ibe

Vg,

N

o acceptance. Dh}?iai

- l’(§>’ The same holds true for veal and lamb however,‘supplies
l must also be increased

;d{ The.l972 survey was followed up- by a similar one conducted by the

Nutrition and Food Marketing Section of Alberta Agriculture in 1974

‘- Alberta Department of Agriculture, Report on Survey of Food .
’Establishments (Edmonton, Alberta: Agricultural Marketing Division, —~/
1972)-. ,

2 Alberta Agriculture, Report on Institutional Buying Patterns
and Marketing Channels (Edmonton, Alberta'. Nutrition and Food -
uMarketing Section, 1974) v . - '

.
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The scope of the 1974 survey was more Specific. The study ‘dealt with
the 1nstitutiona1 segment of the Alberta HRI trade. The survey sought
. L S .

‘ to determine what percentage of total institutional food purchases was
'produced in Alberta,‘and to evaluate the degree of knowledge about |
Alberta«processed food products and the general sophistication in the
ifood service industry; .The result showed that 98 per cent of" the totalv
. beef purchases by 1nstitutions surveyed was produced 1n Alberta, but
‘*-ionly 7 per cent of lamb purchases were Albertan, the rest came from é‘
New Zealand Alberta.pork was estlmated as 94 per cent of total
‘:institutional purchases, while. Alberta-produced poultry accounted for -
h81 per cent of total purchases._ The use of convenience foods was
”,almost nil and large hospitals did not use portioned cuts of meats
While the reports lacked any‘economic analysis,'they did prov1de data -
on which to base predlctions of food utilization in different types

of food operations. - ;il, f‘,:'lfv' ‘:: - s

; : Ao economic analy81s of marketing potential for milk products in
,h;institutional markets was done by Cropp,‘et al. in 1967 1 The study
hvestimated the total 1nstitutional market as" 4 per cent of total United

~States consumption of flu1d milk while sterilized mllk concentrate"

accounted for about 18 5 per cent of total 1nstitutional demadﬁ

- ~

' Theoretical Aspects

‘Thisvsectio deals with the exposition of the economic theories

'which help in understanding the behaviour of buyers and sellers in :

_ 1 R Cropp, H. R qude, and T. Graf, Milk Consumption and Food
Patterns in Selected Eastern and Midwestern Institutions,: Marketing
‘Research Report No. 800 (Washington D.C. U.S. Department of
Agriculture,.1967) :
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the institutional market when meats are purchased These concepts and

the analysis of purchasing behaviour may aid in explaining how the \‘
”n,equilibrium point of exchange s determined with respect to prices, W
quantities of meats traded, and other non-price factors for various

‘ purchasing'methods The framework within which the theoretical

discussion proceeds is the Bainsian market structure model
‘ ) ‘

. The‘Bainsian~Market Structure Mode1l R

The Bainsian model assumes a deterministic sequential pattern

of reasoning Basically it involves the concept of structure, makes

—~

1nferences as to market coﬁﬁhct, and reaches contlusions on market

o performance. The major focus of this investigation however, is on

the second parameter,‘rll., market conduct as it relates to meat o
purcha81ng patterns. " Some empha81s,.however, is placed on dlscussions
of certain structural variables such as the number and relative size
of firms® whlch appear to play an important role in determining meat
purchasing patterns. .
fStructure

Bain defines market structure as’the organizational characteris-
thS of a market which determines ‘the relations of sellers in the
market to each other, of buyers in the market to each other, of the
sellers to the buyers, and of sellers established in the- market to

'other actual or potential suppliers of goods,. including potential new

firms which might enter the market. 2 Thus.market strucQure concerns

-

L Joe §. Bain, Industrial Organization (New York. John Wiley
and Sons, Inc., 1959), p. 7.

2 Ibid.
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these characteristics of the organization of a market which seem to

!

influence strategically the nature of competition and pricing within

the market. ’When analyzing market structure problems, major emphasis
is generally placed on the- following strategic aspects:

1. .degree of seller or buyer concentration (number j;d size

i-ﬁof sellers) | | |

2, degree of product differentiation°

3. -conditions of entry and exit, )

The characteristics of market structure which are emph331zed in
this‘;tudy‘are. (1) the degree of seller (meat packers and processors)
ﬁconcentration-—described by the number pand size distrlbution of sellers
.‘1n the market (2) the degree of buyer (various institutions)
concentration-—described by the ‘number and size distribution of
bu%grs, (3) degree of product differentiation—-described .as various
cuts each type of meat and food service systems like catering and

vending, and (4) entry barriers as may be instituted by the selling

policies of large packers. a

Conduct ' N "\\
Market conduct refers to the modes of behaviour exhibited by

.firms as they function within a market. Bain defines conduct as

‘concerning the composite qg acts, practices, and policies . « . used
in arriving at and 'in some way coordinating .« decisions as to
what prices to charge, what outputs to produce what selling cost to

incur what product designs to offer, and so forth "1 The character-

.istics of market conduct investigated in this study include

\

1 Joe S. Bain, op. cit., p. 266.

S
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(1) consumption and buying patterns of buyers, (2) competitive and
[
negotiative strategies of suppliers and purchasers of meats, and

(3) the pricing mechanisms of suppliers.

o

o : . .
Patterns of Conduct and Industry Structure

e

CaVes notes that economic theory tells one that each major

type of theoretical industry provides a different scope within which

3

firms may choose behavioura& patterns.1 _That is, the nature of
market conduct is significantly affected by the structure of the //(”\

industry (or buying)group) . Under pure competition, for examp]ﬁ?:m

N »l
where one finds low concentration, insignificant barriers to entry,

K -~

and no produdt differentiation one also finds a limited spectrum of
conduct patterns; Priice 1is set by the market as a result of the
structure of the induStrytf A homoBeneous product makes product
differentiation difficult. Thus sales promotion and)advertising
pdlicies are insignificant. Within the perfectly competitive market |
little can be done by the firm to influence prices, product design

. k

or coordinate seller activity. - L o

A f&%ther aspect of market conduct involves the type of

5 x
negotiative relations which apply between sellers and buyers. ©
" -

Viewing pure competition, oligopoly, and monopoly as the three
feasible structural alternatives one can construct nine alternative

lwRichard Caves, American Industry Structure, .Conduct,
Performance (New Jersey: Prentice-Hall Inc., 3xd Edition, 1974),
p. 37 . )

The discu\sf‘son ing paragraphs with regards ¥

to competition and conduct patterns is couched in referedce to the

selling side«of a market. It also applies equally to. the buying

side. 5 . . o ) o
‘ % ' | L

T //‘~\/1r
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L,
market structure combinations (Table 2.1) from which purchasing

behaviour in the,instftutional matke't éan be agalyzed.

-

Economic Models

y The ecenomic modei’s adopted in explatining the behavibur of
buyers and sellers in the institutional market are those of bilateral
oligopoly, and ‘the theory of "few ‘dominant firms with compgtitive -

fringe." The modgls'are chosen because they aid in depicting the
| .

’

o ) v \ N o
~ ' The institutional market in Alberta'hasstwp\st;uctural patterns:

1. 4 pattern,consisting of a group of few large firms (packers -

4 . : Y
and processors) on the selling side of the market, and a

similarly few large institutions oh the buying side of the
market. This group controls a high proportionl of the meat
trade in the su yed institutions, and thgge groups“éppear .

to act as market leaders.

2. The second Structural pattern is that of a larger number of

O

smaller packers and processors on the selling side, and a
similarly large number of smaller institutions on the buying

side of the market. These éfoups appear to act as market

followers in the 'institutional meat trade. ]

..

The first pdrt of this section reviews fhe major pehavioural

models that have been postulated to explain the behaviour of firms in

volume of meat purchased by the surveyed institutions were supplied
by the four largest firms, while the largest 13 of the 63 surveyed
'institutionsnpurchased an estimated 71.4 per cent of the total volume
of meats used (éﬁﬁenth“BZ). ‘ . s
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‘ fABLE 2.1
. u
NINE HYPOTHETICAL MARKET STRUCTURE COMBINATIONS
. <J E

o ’ RN
i
“ Y .

Py , R g
] 3 ’
Sellers ¢ s Buyers ,
(77? : - \
1. Pufé‘cﬁﬁpetition_? ‘7 Puré{competition ®
2 Pure competition Oligopsony
3. Pure competition B Monopsonds: '
4.“"Oligopoly bligopsony
5. Oligopoly , o ; Monopsony
6. Oligopoly . . Pure competition”
7.  Monopoly. L Monopsony
8.. .Manopoly . Pure competition
9.” Monopoly. : A Oligopsony
— e

Source: B. Gnauch, "An Economic Analysis of Market Conduct

in Five Agricultural Input Mdustries." Department

" of Agricultural Ecohomics,“University of Minnesota,
Minneapolis, 1968,

.
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a Structﬁre of bilateral oligopoly Thé\second part provides ‘a

'theoretical discu§s10n which may aid in expla*ning conduct of buyers

f;in a market composed of a few dominant firmsl(or buyers) with a °
fcompetitive fringe of a larger number of smaller purchasers.‘ This

,case is probably the ‘most 1mportant 51Euation in the 1nstitutional

‘ A ' '
v'market for meat in Alberta because many market conduct variables such

.as’ prices and product varieties are determ ned under conditions which
o

. A .1
'jﬂare neither atdmistic nor completely oligopolistic The third part
‘of this section is.devoted to the discussion of most common methods of

PUTChQSing meat by institutions.fq\' e

r

Theory of Bilateral Ollgopoly2 L. . R R
" . Q N . B - . . - o
Bilateral oligopoly refers to a, structural setting characterized
o~ v '

~.,by relatively f@h firms on the selling side and relatively few firms

¥

A

"ifon the buying side of a market.‘ The problem can be interpreted aa a'

negotiative process involving bargaining based on relative market

3 n_° , ‘ R
power. : . I
Bilateral monopolyais used as a diagrammatic schema for the - Ll

- 1llustration of bilateral oligopoly becadse the former is a manageable

"

theoretical model‘which contains negotiative relations which are » “,
. I\ s
4 L 4 A
relatively simple. Bglateral,monopoly i8 a market situation composed
@ . .

A} :v: e : o
k ;}5‘1‘4 . ) 'lf"

1y

I William Fellner, Competition Among the Few : Oligopoly and v
Similar Market Structure (New York: A. A. Knopf 1949) p xi.

_ 2 The following discussion relies ‘heavily on William: Fellner,
+.0PD. ‘cdt., PpP. 240-247 ;- and Tibor Scltovsky, Welfare and. Competition
(Chicago. Richard: A. Irwin Inc., 1951), pp- 416~422

3 Tibor[Scitovsky, op. cit., p. 419
4

Willien Fellner, op. cit., p. 244, - - S N
¥ . . v

Vo
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of one buyer and one seller.\ Graphical analy31s of bilateral oligopoly'
lS complex because of the multiplic1ty of pdssible demand, supply and
cost functions. Even in the simplest case, bilateral duopoly (a

market con51st1ng of two sellers and two buyers) there are a variety
, ; / 0
“of formal- models 1nvolv4ng differe?t behavioural assumptions. The

follow1ng provides a graphical analysis of bilateral monopoly drawn :

‘o .
B

from Fellneri1 ,h; o h ,i."ﬁgvvwl"

to

Figure 2. l showp four alternative situation results arising out (e

of four different behavioural assumptlons which ‘are. re}ated to *

\ relative market power. The AC and MCg curves in Figure 2. 1 are the
seller's average and marginal cost functlons, respectively ‘The.
MC; curve is ‘also the seller s supply functlon and represents the

buyer's average cost, function. The MCB curve is marginal cost function‘ r

of the buyer It is the marglnal cost of buying an additional pound

of meat. The A? and MRy curves are, respectively, the average and

q

marginal. revenue functions of the Supplier. The MRéncurve is also the

~b;_gg_,er s demand fiiction or what can be called the buYerf%vmarginal

.. % Yevenue product function. .

S ’
" 5 Slmple monopolist VS. -price t
B A i

acts as a simﬁle monoporlst and the buyer is a price taker, then ‘the

S e

er monopsonist. If the seller

seller fixes the price most favourable to him, The seller would

“{n‘equate the MRB,curve of the buyer w1th his marginal cost function

(MC ) because the MRB curve is marginal to the marginal revenue . (MRP )

Q

| or demand functions of’ the, buyer. The equllibrium price and quantity

would be.Pi, andoQ1 (Figure 2.1). B ' S _ : e

+

! Ibid., p. 244. o

42
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1: Mpdel for Bilateral Monopoly with Increasing Costs

Sourcesﬂ ﬂllliam Fellner, Competition Amonig the Few : Oligopoly

and “Similar: Ma%ket Structure (New York:

1949, p. 244.

. A. A, Knopf,

A



‘ffb Price taker monop;list vs. simple monopsonist.‘ Here the buyer is R

E} assumed to be e simple mon0psonist and the seller a price taker. The
buyer, therefore would maximize profit by choosing the optimum price o
".’ »4 Jd' ‘-,' S
on the seller s supply function (MCS) Figure 2 1 He, the mondpolist :cfﬁg

'.<i?would equate his MCB with the seller s“marginal revenue function MRS'a?fi,

:’jThe buyer would, therefore, purchase quantityiQ&land pay the seller

~

," and seller equate the marginal cost function (MCS) with the marginal f:_;x

revenue function (MRS) The equilibrium quantity bought and sold B o .:k;'v'.
WOuld be Q3 but the price is indeterminatp It wohld however, félll"

between P3 and’ P4 The exact price would be determined through :

negotiation._ 'ty

A

N

R . o
-

"wrice taker monopolist VS, price saker»monopsonist. This case_,_

is analogous to assuming that the monopolist s supply funption (his

- marginal cost. function MG) is- equated with the monopsonist s demand
a.;, .

“ function (his marginal revenue product function) and equilibrium ; 1,N_”

"“vﬁprice—quantity combination is determined by their 1ntersection,

i e., Q3 5. . This assumed behaviour achieves a result equivalent to

» T

pure competition.: That is, a solution where supply equals demand.
u!? .

' This SOlution is highly improbable because it assumes that buyers and

’ sellers will not learn through experience that each has a false idea

[N

' 1
as to- the- other s relative market power.

[}

: Fellner also argues thatqbilateral Tmonopoly is a manageable Tfi'.

v big ol 242,
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L 'theoretical model because it contains only negotiatize relations which

':vwithin themselves are relatively simple - :When one‘ xpands this model

’;;to consider even the simplest case of bilateral oligopoly the: negotia— gfaa

)

4 -

-”tive relations not only become more complex but in addition one

: ;incurs equally complex types of competitive relation 'f_Consideration e

”_1 £ an expanded market setting whereffour or five sellers confront f‘i

‘.four or five buyers further‘expands negotiative and competitive
SR ‘ :

aihtelations. Selling firms must not only learn how rivals respond to 7:.th””
lfjtheir and‘other firm s policy changes but, in addition, must acquire R

: ""».le

"';knowledge of the market 8 competitive and negotiative strategies.f,“:”m

u‘iﬂerodel of Dominant Firms with a Competifive Fringe
xs I K :

""This model is alleged’ o describe behaviour in industries: -

i having one or a few large* ,rms and a number of smaller ones. 2 The

';'institutional meat indust% n Alberta appears to approximate a

Tprototype for the model in‘terms of market structure market sharing,
‘wf,price and non—price competition, and other lgaﬁned behavioural E

o a’@&‘

‘r_response. , R T ,“‘ R ",.’ S _",_ L s
The larger firms in the model are usually assumed to be leaders ffc
inn thé market while the competitive fringe of a large number of

-

'l?smaller firms are assumed followers The basic Operating assumption

:isidfs E;' S ’:f.; - _. v;ﬂ‘iv , ;, Aq ,tivl !,:...;i:f

, 2 Kalman J Cohen and Richard M. Cyert, Theory of the Firm,-;
(Englewood Cliffs, New Jersey. Prentice—Hall Inc., 2nd- Edition,
1975), p.‘245 SR R R D S °, Pl S e iR

- . 5

Structure marketrshare and competitive strategies of
“jbuyers and sellers in ‘the institutiqnal market ‘are. discussed in'
" .Chapters IV and V. For an outline of this model, see F. M, Scherer,
4-.}Industrial Market Structure and Economic: Performance (Chicago. Rand
. McNally College- Publishing Company, 1970) ; pp. '164-165. : T




,;Hdominant firm sells the rest.fﬁ;pbﬂﬂﬁ

The behaviour of firms in this market setting is illustrated

,‘3\

“»dgin Figure 2 2 drawn frqm Scherer.g, The market demand curve for all Tff‘ﬁ'h[p

‘ 'f:ifthe firms is DD The supply curve for all members of the competitive ;[}' :

“'dfGMR its marginalyrevenue curve and MC its marginal cost curve. At
'”fiffprices OS and 1ower, the dominant firm has the entire market to i *fuiihff’

'fl;itself and no output will be supplied by the fringe members (because

: ffringe together is S S GBD is the dominant firm s demand curve,‘wfjii-h

‘ B
_price 1s less than the minimum average variable cost of every fringe

Qproducer) At griceVOG the competitive fringe supplies all the ogtput,fﬁ"”*

.'the market will absorb at that price, while no residual demand is left
'over for the dominant firm Intermediate quantities of fringe supply

'ff_are thus called forth at prices between OSV and OG(' The dominant

ffirm therefore, eit er equates its MR and MC to establish the price oP," R
or it arbitrarily 8e s the priceﬁ\? P or any other level between OS1
_;and OG . At price OP for example, the dominant firm will produce and

/ : /‘ -
_.sell OX PZ units while the competitive fringe firms produce and sell_:gﬂp_ff

‘_ZA PT units. o , .

fsomei$hortc0mings_of:the"Analvsis.V

There are weaknesses to the foregoing analysis.‘ The features of

5dynamic analysis, joint or. interdependent demand,,supply and cost A

~ ~-
o R

L. Kalman J Cohen and Richard M. Cyert, op.. cit., p.- 245. i

2 F."M. Schere p. cit., p 5
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.‘.zon the supplying firm§ is not considered also.‘ Perhaps an- important

functions are not fully considered " The effect of vertical integratio

hY

=7’weakness of the models used is their failure to determine how to dé/i
“~with the existence of circular interdependence (1nter—f1rm competition)
'and the possible extent of action parameters involved in negotiativelf:‘

‘frelationships.‘ The analysis does not deal with the distribution of "

a:i:fany Price r%duction secured bY strong buyars légﬁgfsli'fWr;f;‘,biyw;bf.uVQ

'9ji service industry which have been outlined by Berberoglu and Kotschevar..

"'f This study suggests however, three of these methods were most

T al R :

s \V-,'

S, _.Methods' of Pu'r_chasing“Meatr‘-'f.' o

Figure 2 3 shows various methods of purchasing meats in the food~ ~f_;f

'":;frequently used by the institutions surveyed These mqst prevalent

‘I:methods are spot_buying,_open—bid'buy ng, an_ .‘
SN

:fp The methods are described below. :_.

;

' Sgot{ EBuz ":ing"
. Spot buying is used when institutions buy their meats on sight

"'°from route salesmen,_or at. the local supermarket or meat purveyor.~;j‘”“7' P

f.%ﬂIt is frequently used by small institutions who have'little need fori;

EN

B ”frequent volume buying, but buy only according to immediate demands.;c

"fpassed down to" consumers ‘in- the form of lower ret:

ih‘The purchases are made usually by placing orders through the telephone, :f

: TOA criticism of ‘the countervailing power thesis is that there Sy
jis no . guarantee that price reductions’ secured by.s ong buyers are.
prices. '

Seé:” F. M. Scherer, Industrial Market . Structure an Economic .

Performance (Chicago, I1l.: Rand McNally College’ Publishing Company,

. 1970), p. 250. But in: captive institutions such as those considered

fin this study, such a/criticism may not ‘be tenable.~ :
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: (Burlington, Ontario}"Canadian'@usineSS“SérviCés Ltd.,

- '1976), p. 9; -and: - -

Lendal H, Kotschevar, anntiﬁy?Fodd Purchasing'(New York:

. John Wiley and-Sons,}Inc.,¢2nd'Editipn,51975),'pp. 32-33.
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or Visiting the.placeiwhere the-meat is sold.

The merchandise is inspected the price is agreed upon .and the

transaction takes place The purchases are made on terms (quality,

’-”price delivery, service) viewed advantageous to the buyer.‘ This:

' and/or buyers as they try to secure 4 source of inputs or products.

typ& of buying is similar to household buying at the . retail super-

market except that larger quantities may be purchased _ Prices at
which meats are bought under this method are . often the same as the

daily retail prices of meats.; B

'

. Tender and Bid Buying,Method _.fV*" CoL ,‘“'."..1:bv: {-?

TS

In this method of buying (as in the negotiative method discussed "

B

1
later in this section) the emphasis is on 'a form of procurement.

The process of tender and bid entails economic manoeuvres, strategies

. and/or rivalry among many meat suppliers for common objectives. It

o is the endeavour of one to gain what another endeavours to gain“at

1

the same time.’ Within the concept of the’market it refers to the

relationships between sellers as they try to secure product outlets

RV

This method of buying is different from spot buying in that the

procedure is highly formal Institutional buyers under the tender and

bid process_\nvite suppliers to make\of _fv.or to submit tenders on

'

orders Tn whieh the purchasers set forth rather rigid specifications.

Specifications incldde such things ‘as grade weight and terms of

v delivery. Sale by specification normally carries the agreement or

',understanding that'any product’ which does not meet the specifications

1 Phillip Kotler Marketing_;g agement—eanalysis,‘Planning,.and
Control (Englewood Cliffs, New Jersey. ‘Prentice-Hall, Inc., 1976),.
114, = ‘ ' v

L e —e e . - .

i
o

e
e
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upon delivery may be rejected by the purchaser.
Upon receipt of offers from several prospective suppliers, the
w"purchaser cOmpares offering prices.\ Other things being equal, the

"f

lowest bids (prices) are accepted.1 The ‘reason is that since there

 is an- established/standardized grade for different types of meat

-

(especially homogeneous products like whole carcass), it becomes !

X

‘ naturally economical to buy from theMEGWest bidder.‘ Institutions that

‘do not buy whole carcasses but buy*differentiated products such as

. '81des loins, quarters, or portioned cuts according to specifications
. "
peculiar to each institution may not necessarily buy from the lowest

“‘ bidder unless the quality specification requirements are met. These

[

‘institutions are ready to pdy the higher price differentials for theﬂ'

required quality.,

§ -

Analy51s of Tender and Bid Buying Operations

This section deals with a graphical ilrustration of a merchan-
dizing procedure which involves the tender and bid buying method The
d*illustration is intended tg explain competitive manoeuvres between a
group of sellers acting independently tQ secure the’ custom of a buyer -
in a market setting which closely approximates perfect competition.
The competitive manoeuvres involve successive Open bids om prices, U
or offers of favourable non-price terms by meat suppliers -to :

- tF

.institutibnal buyers. B rmg“\

—

) The lowest bidders do not necessarily secure the contracts
except where products are homogeneous. Where differentiated meat

~ products are demanded; advantages derived from- higher quality meats

. may well outweigh the higher price di%ferentials charged by the
contract winner., . . .

%

~h, o o e ‘b\‘w
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Thé'analysis of téis sectibn rests mainly on the assump&ion"of

.zero.bangaining costs to two parties‘engaged in an exchange'and . ' 3"'

assumes that the tender and'bidnbgying Process doesiih fact in?ol%e -

perfect competition’on both the‘buyidg gﬁdvselling sides, Nichoquql»
. : ’ ' ; Yo

hgs»afgued that 1if exchange ig costleSs*thé two parties lefq:on-thgir

)

own will arrive ‘at agbareto,optimal point, ahd that_the'OUtcomE“ﬁf__‘f‘ifT:7f‘
the exchange (éxcept for detérmining*whichfpossible Pareto optimal _ \g g

;poinF ié'érriVed‘at) will'be.independent of who has greater market -

c ' = . . -

i

<

The problém of éxchangein.aqhopenfbidAbuying>operation between

Waiter Nicholson, Microeconomié Theory--Basic Prihéiples and

Extensions (Hinsdale, I1linois: The. Dryden Presg Inc., 1972), p. 519,
\ " s, .

2 This(distussion,is based on the work of Tibor;Séicovsky,‘v SN .
Welfare ang Competition (Chicago: Richard D, Irwin Inc.,01962), v crrat
PP. 4147423, - - : :
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point H neither party can improve his position except at the expense

v N

h .
of the other. Hence, when buying takes place under the competitive
~ v ] ' .

B

bid process, market price.paid by the buyer will equal or appnoximate

Y

the purely‘competftive "price.1

9 ’ . 4

Negotiative Buying or Bargaining Method

section a formalized analys{s of a different type of

.bargaini g behaviour which appears relevant to some sections of the
b *
stitu ional meat market, ig presented The analysis is intended to
glve a picture of the kind of, negotiations which take place between
/

the relatmvely émall numbers of meat packers and the larger purchasing

1nst1tutions~/6nd to present a conceptualization of the bargaining
—

process which takes place between the two sides in an exchange -

©

¢

process. . \

Baslcally, negotiation is the act of bargaining or thev
. (t ‘.

reconciliation of opposing positio&g'w1th the objective of coming to
an agreement.u As it applies to this investigation, it relates to the
behavioural patterns existing between big buyers and sebiers w1th1n

- the institutional market.

W C
® /\ .
In negotiative buying the purchasing manager 'works with one or

a few suppliers and directly negotiates a ‘contract with one of them |

qcovering the project and terms. It is assumed that one seller
.
negotiates separately with a buyer in a market setting which does not
3 A *

involve a bidding process. Contracts have many variations such as

1 Ibid., p. 416.
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\\‘

";ij Negotiative buying is a less formal method of buying meat than _2'

o

: where the quantity and price of ‘the meat over a period of time are -

v

X T

51de 0 market power on the supplier s side is Galbraith 8 theory of

F

o -

[

. _'\ 4 P . B :
Characteristics'of the Nggptiative Buying Method : ,5;.' ‘u SRR

! the tender and bid It ig also different from the latter in that s

other fa‘tors besides the price of the product become very important
! N

in meat purch351ng Negotiated buying is employed by instltutionSvy'

B
o »

o ;’

contracted It becomes a favourite tool when seasonally limited food

products tailored to- theuneeds of the food operator are required In

' bhat condition the contract requires that the instltutional buyer \]

o

receives flrst ch01ce in purchase of the specified type of meats

It can be a flex1ble purchasing tool for quick dec1sion action in“‘
a fluctuating market. v N e A
. : - \
‘ Tablev2 1 shows nine alternamive market structure combinatiqnf

bonduct arising out of negotiations can be hlghly influenced by the~

rela 1ve power of the buyers and 'sellers. In the nine hypothetical
market structures listed in Table 2.1 it is combinations 4, 5 7,

Bl

and 9 which give rise to the most complex negotiative relationships.‘

y

i

‘Theory1of,Bargaining,pr'Negotiation o s

. CLe © R , ‘
The best known discussion relating market power on the buyer s/

T

e _ , | . . B
Lp. Kotler, op. cit., p. 115." - -
2
Agricultural Economics

- +

G. R. Winter, Conduct in Canadian Food Marketing (Ottawasr
search Council of Canada, 1969), p. 146.

s




ﬂi[~but countervailing power exercisedcby st~;

)

.’*;ﬂcountervailiﬁg'power;lf Galbraith argues that the force compelling

. a8 .
sellers to conforﬂ to consumer wants and to hold prices near cost is -

'1not the 1nter—seller competition traditionally stressed by ecohomists, -

ers. }He also’ argues“,Vf

v

BT

‘that a systematic propensrty for power o;fi i

v A

E whenever power.exists on the sellers side'iﬂ;”t

.

.*;;. Power on ‘one side of a market creates both the need for,wfl

mf_and the prospect of reward ‘to,’ the exercise of countervailing!_
.power- from the: other sideé. 2, The first begets the second A
. '+ < Retailers are required by their situation- to develOp

‘%'countervailing Power on .the’ cotisumer's behalf CAt. the-~~M”~L'

end-6f virtually every channel by which consumers goods reach
“the public there is, in practice, a’ layer of powerful buyers.2

‘ Berberoglu3‘expressed the existence of countervalling power in

'the HRI trade where big 1nstitutiona1 buyers tend Lo negate the :

-
.,/‘

’powers of OllgOpOllSt food suppliers. He asserted that "large i- 4

- -2

companies deallng with big quantities have a 51zeable purchasing power
and can dictate prices, whereas small establishments are deprived of

this advantage," and that another way of purchasing has evolved /A

lately, whereby large hospitals combine their orders and ‘buy. from the -

oY

,manufacturer at considerably lower prices.

’

As a rule where countervailing ppwer is exercised, such as -/r,.,

V

»between two monopolists or oligopolies, the terms of contract are

settled by bargaining or negotiation Bargaining between two a‘, S

v}

NG JNEEE B

J. K. _Galbradth, American Capitalism : The Concept of- Counter-...'“ '

vailing Power (Boston. Houghton Mifflin, Rev. Edition, 1956)
. > ,[ iy ] " ) ,
2 Ibid., pp. 111, 113 120, ° »
3 H. Berberoglu Restauranteurs and Hoteliers Purchasing Book
V(Burlington Ontario. Canadian Business SerVices Ltd ,, 1976).

Ibid., pp 3 Ll. ‘ ffﬂyhlmi' . :v

po - T

3
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o oligopolies or monOpolists q@n also be #fqustrated with the use of
'f‘lndifference maps as was illustrated by Scitﬂvsky and repeated in the ‘ ;jb

'u;kyfollowing Figure 2 5. . Bargainlng will take place between points N

'#f“anan Point M is where the buyer s price-consumption curve touches

\:.

ERE

- °

:the seller s hlghest 1nd1fference curvz 2 The seller being a

monopolis"or oligopolist_on his side of the market w1ll set price Ps

i

'4;"and get to M, Point N lS where thevseller s price—offerf"rvq reaches ;

e .v." “

i.ffthe buyer s highest indifference curve,.and the buyer w111 set;prlceuPb

Qto get to N. ThuS trade Will take place at some point on the prlce— .

»COHSumption and prlce—offer curves that lie between p01nts M and N.wil.

Q-)" " - N X
}When the tw0 parties have almost equal bargaining poWer, trade will

take place at a price very close to. the perfectly competitive price

@

Scitovsky (without empirical c0ntent) argued however, that if
: bargaining results in a price agreement only, the quantity of goods'
.actually;bought,ihd sold will be different from the quantities desired

ow

'for exchange by‘the parties, thus Opening room for rounds of

negotiations.?v Quantity traded willﬁge equal to what, it would have ;§$ o

s

been had the same price been set unilaterall by‘bne of’the parties.'

fcompetitive price,_ﬁfﬁf' ' f"- . 1‘i5“ ™
) L < ' e o
o2, bargaining is concerned with both price and quantity

_eXChanged R ' ‘;?* o \»yf

&

Tibor Scitovsky,, op. Cit., pp 4f6—419.4. S _;_ o
s . Ry T .
2 Highe t, that is, -of all the indifference curves with which
the buyer s p ice-consumpt;on curve comes An contact. -

3 Tibor Scitoysky, .2 cit., P. 418
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: . §
: ff‘ '\"l Quantlty agreemgﬂts thus become essential to‘the etabillt§ of . |
i! rteen 5 Bargainiﬁglthat 1nvolves price and quantity tends i
*‘ :T stable agreement,‘and the terms can be represented on‘ :
@; ;‘g;{the coctract curve as H (Flgure 2. 5) As far as efficiency is t:;ai"
I?T:i }fcencerced therefore results of negctlations betweec two oligopolies




P

‘4%
-z

 CHAPTER IIT -
| GENERAL METHODOLOGICAL PROGEDURE
ﬂ”?»;j‘lﬁ‘ In this chapter the methodolog}cal procedure adOpted for ;f,ﬂ”

TflfObta;ning lnformation for the study is presented A discussion of

: ”ifthe observation description and classification of the facts needed

s

‘»‘v b

;'-;*for the study is conducted Also discussed are the sources of

fginformation method of data anarysis,‘the statistical methods used

‘ifor the treatment of data for each objective, and 1imitations of'

?:fthe methodological procedure.ﬁif:{f‘: R

?;T;Collection Procedureyl

2 AThe Sample e i ’ e

Information about the institutional meat purchase pattern inl' ;d}*'h“Vi

.

~25Edmonton and suburbs was obtained from a stratified random samplel of -

flinstitutions in the study area‘\\The stratification was based -on,

-~ : RS

?assumptions from previous research, and preﬁiminary personal discussion e

“*’W1th knowledgeable peOple in the institutional trade. RS

-ijprocedures as well as the types and Quantities of foods included on the R
S g L
)”menu.-‘ Methods of food procurement differ with the size of the food

: v L First the population was stratified Then'samples'were taken“.vi

'randoml from each stratum that is large.in size using a- table ‘of - -
random” samples. In cases where stratum'size is small all institutions

in the stratum were sampled SR e s : : «

2, M M. Mertens and B. Donaldsgn, "Factors Affecting Main Dish
‘Menu Variety An Wisconsin School Lunch Programs,' Journal of. Home o
Economics, Vol 56, No 6, 1964, pp. 411—412.,'s-,u,g~p“ilan.n T




s“operation.‘ In most cases the 1arge;~size operations have a structured
iiqsystem for purchasing food They have greater opportunities for
v:hobtaining the quality and the quantity of food needs by buying from 1“

- larger s?"NQErs. Mertens and Donaldson observed that when foods

were purchased from a: 1ocal retailer for school lunch programs in f
h a/Wisconsin, variety On the main dish items was limited

Another factor used to determine stratification of the institution"“*'

”f-‘was the food utillzation pattern of the institution, i e., the purpose:}*u

j';;for which foods are demanded Somd institutions haVe“”;al pattern

‘.\

‘;requirements for nutritionally adequate meals at a specified portion'
t,ﬂ“’size and cost for patients under care in various sex—age groups t-;"g,r>'

'5j;..Examples are hospitals and relatgd institutions. Some institutions

.v;:buy meats 'inlylﬁo}~lunchfmeals'andhfortinstructionalupurposesz(efg;,ldyf

rlprovide foods for the needy Examples are Welfare homes and 5

institutions. N sl ST Sl

. ,-"' e

"Sources of Information

:;A'MEa fPattern.System Coordinated

‘e“ p_‘ itals, Vol




1

T fbenchma{fls institutions were d‘neated in the City of Edmonton._ Atﬁ‘_

" .
Lo s .

”Vdevefdped (Appendix Al

: g"suggested certain imprbvements c0uld be made on’ the questionnaire,'

lzthe questionnaire was»

3 fthis preliminary stage of fact finding, interviews with senior rep—

3

[‘resentatives of the institutions, administrators, chefs, purchasingw'

e

"_managers, dietitians, cooks, or persons of similar capacity, were : R
‘conducted in order to obtain as much first hand information .as.

ﬂposg&ble.p A questionnaire to be used for personal interviews was ;;_,

A pilot test of the questionnaire was‘}f.

L4 14‘»‘ o

L conducted with some institntions to determine whether or not the

7“questionnaire met the needs of the study When the pilot tests ~.”V:

s

‘vised (Appendix A2)

Although questionnnires were used, 1nterv1ews were on a dis-!ul”"

¢

"iffthe interviewee to express his opinion fully and to provide him with

-f‘the opportunity to support nis statements.; The open—ended questions'

,;@.After the interviewso representatives of the 1nstitutions and meat“’

'**7.averages of prices per pound of similar products., e

:'were particularly useful where queStions would have been difficult to S

‘\:7. Ly

. ,jask on a. mail questionnaire, and where omissions in a mail question- b_

v

ff$for the respondent s actions or attitudes could not have been obtained o

,0

l?rthe questionnaires;so.points w0uld be fully discussed before being

»considered for inclusion in the study. In some cases, institutions

«; . s

‘iiicould.not make available prices and quanﬁity data for every product. L

.In such instances missing values (especially prices)\were imputed using”hv

°’
L

oy

'”iyspacking industry ﬁere asked to substantiate their views by filling out 5

*ffcuss1on basis : Open—ended questions were fully utilized to encourage e

’;q naire~would have been difficult to interpret and the causes and reasons_ o

e -




The Data,‘l”
The data used for this- research are of tWO kinds.. primary data .
‘ and secondary data.‘ The nature of each of these tWO types of data is

i given below.-

'ZThe Primary Data -."‘{f_'t_,.;»i i;:thﬁrf-:;f.,blt»hhy‘f.t

The primary data consist of all figures, percentages, quantities ,

"‘and prices of meats used in institutions. These data Were obtained .‘hb

"'f,from the institutions during the survey. The meat suppliers reSponses-

-

Jf?to interviews and questionnaires comprise,another type of primary data.h‘;bf\wh
]f;Primary data are mostly used in this study.;

[

‘rThe Secondary Data

Published annual reports by the Alberta Hospital SerVices ;:;;‘

“'*Commission and the Alberta Social Seibices and Community Health

: fdpublished by the Foodservice and Hospitality magazine, are another g 4&@%

’_‘constitute one type of secondary data.- The Agricultural Processing

Jg‘and Manufacturing Guide, published by the Statistics Division of

' Alberta Agriculture, and Canada S Ho_pitali‘y Business--The Fact File, j'-

- \1

v :type of secondary data,, Published studies and texts and unpublished C
”dissertations and theses dealing with food service in institutions are’

f:also used as sec0ndary data. ”'.'h;j;}*f'

PN

-Criteria for the Admissibility of the Data _wgﬁ_', e ﬂ@g”ﬁfv

| 'aﬂ For the data to be pertinent to the theme of thisxgtudy, only the

,_data on institutions which are essentially sup orti e or whi




‘without the primary motive of. generating a profit are used 'This_is‘-

done. to eliminate eating places like private clubs hotels, restaurants,‘

etc.  Also, only data from institutions which have a residence

"prpulation of at least 10 pe0p1e and which serve meats are used in the

‘;_ proportion of total institution 'S supply,

y :

“: study to av01d muddling w1th household meat purchasing habits._'

- o RN

"1;?&6

'\,rype‘offbaﬁa Collected”
i The data collected for this research areiir
T 1‘. theﬂ uantity of meat that goes to the surveyed institutions
| gin Central Alberta in a month, the dlfferent types of meat
. R .
’cutS, and the various forms in which meats are traded
fifé:’ whether in whole carcasses or‘halves:‘sldes,‘ﬂ
jquarters, portioned cuts, or cOnvenient pre-cooked forms'

Y

k.ZQ,lthe prOportion of total meat bought by surveyed institutions

gp»dthe factors which influence surveyed institutions purchase fﬁ“
» of the types of meat they buy |
‘ Information was also obtained on the supply side.. It was
;;necessary to know institutions source of supply (either domestic or

. . l\ .
1foreign), the reason for choosing the'sources of supply, import

°

"’"

, ic1ng mechanism?q

hused in- the institutional market.‘ Data and information were also
; . Sl .
' obtained on monthly prices of various cuts of meats, the number of hot

‘,meals served in each institution per week, population (i e.,inumber of.
‘people served in each institution),'and the nature of competition

,_(whether price or non—price) in the institutional meat market.

/

that is accounted for by each typé of meat or meat cuts, and e



°‘Classification of.Datai - ‘ ) o ‘ 1

Data and information are thus collected and tested on. the basis

RY

R of size and utilization pattern or type-of institution beéause of the-

P

differences in these factors with regards to the various institutions.

-

1“However, much of the data are analyzed on the basis of all insti~
tutions’ together. This is done when institutional size or type is not ", -
:relevant for analysis or when grand totals and averages are important.

’Also, in certain instances, lack of reported data for certain insti-
. :

tutional sizes and types does makejthe analysis of little relevance

".

et

by size or typel

'Slze Distribution Characteristics of the’ Institutions‘

To provide a structure’for representing the population, the
63 institutions surveyed ‘were classified according to. size and
utilization pattern or ‘type (Tables 3.1 and 3. 2) ' Size of insti tion
is related to the average total number of meat meals served to patients
':or students, personnel and guests per day. The institutIZES were
:Aclassified into four size categories, viz., 199 and under, 200 to: 399
‘stO to 799, and 800 and over., Number of meat meals served per day
. per 1nstitution provides the. best measure of food service capacities
';of various institutions.1 - |

The average size of institutions within each institutional type T

_ is given in Table 3. 2.‘ The 1argest institutions predominate ~among the

SR 1 R.- Cropp, Economic Analysis of Marke ing Potential for .
Sterilized Milk Concentrate ir Institutional Markets (Madisen,
Wisconsin: Department of ‘Agricultural Economics, University of

Wisconsin, 1968), p. 35
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TABLE 3.1 "
CLASSIFICATION OF INSTITUTIONS B
) AND SAMPLE SIZES . .. e
' : b ' .
e : /éamnﬁéih Percent of
R S . . ~Size  Population
Type of Insgi;ution . . ‘Population- Surveyed Surveyed
v Hospitals and Nursing Homes " S35 28°%, " 80 .
T N Cow N .
Universities andeoileges‘ ) ‘ ’ 7 5 w0 Tl
Schoolé and Day-Care Centres 159 . 10 ‘ 6.25
‘Welfare Homes and Institutions | .20 o 13 65
‘Penal Institutions 2 2 100
~ Defence Centres ‘ - - i l R 100
++ In-Plant/In-Office Cafeteria '“ Unknown1 ' ‘42'
Totalr" - , | B 12244 Unknown 63 i
P J C ¢ e

The actual population of the in—plant/in—office cafeterias
(usually operated by the. food management companies);was not made
available. - owever ;—information on cafeterias operated by the CNIB
in the study|region was provided by the management without naming
which cafeterias. . g » = i *

? One of these: four institutions represenés anféggregatendf

17‘@n—plan;/in—off@ée cafeferias'serqu by the. .food management
company in the study area: e G 4 . ‘

¥ .

-—Seuree ™ Appendix ui}t = e ’ “" ‘ ':\



Fa .
i . . : o . 19 xypueddy |:a99ano
* Lep uma noaunuaumcﬂ uma pPoAIOS mamwa Jjeem JO 13qunu Telol efeisAE ayl ST mwaw,coausuﬂuwﬁH :
. k.i// . . I
. CE9, T 6 <1 8¢ T230]
C d /_ o
7 0 [ A T _BT133938) 9973F0-u]/3ueTd-u]
9°1 ) T 1. 0 0 0 ’ £913uU3) mucuumm
,N.m L ..w 1 ) 0 1 0 mmOHusuﬂumcﬁ TeUd;
- ) F . . T . B . o m T
/, 9°02 . e 0- 1 I 1 SUOTINITISU] PUB SSWOH PIBITOp
. ¢ o : . , w
. 67T o 01 B} 0 1 [4 £ '$913U93) aie) %ma pue Taooaom
. 61 u s - < 7 0 z 1 '5989TT0D wnm wmﬂuﬂwum>ﬂcm
o qqu 87 7 L, 9 L 8 ~samoy Buirsany vam mavuﬂamom
g NS - N .
vm%m>uzm.ﬂmu0H . emm%H + I9A0 PUB . G6/-00%  66€~007 661~0 . UOTINITISUT 3O
"JO 1U3) I3g Teuorinatasur ' _ 0o0g . : " .

se ad{]

. yoeq 103 Teio]
Teuorinitisuy -7

1]

»

- poAlas STeoR umuz.%ﬁﬂwn mwmum><

o

|
v.wmﬂa

|

|

-

7€ AIEVL

.

N S
(3218 NV AL A€ QERAANAS SNOTINIIISNI TVWIOL I0 NOIZVOTAISSYTO.

e

—
|
H

!
L |



. . . o . .
’ \P‘? ‘e ' i L, . \
A,;’ | W’ . ‘ “4
i ; ‘
Wiy

W o, " o » ) ‘ v : b 65'

' . . o 4

8. . 8]
hospitals, the univeréities and colléges, the - Defence Centre, and the

.

penal institutions which. serve over 800 meat plates per day. The

[

smallest insté}utions”predominate among the Welfare and Social Service

A

-instieutions, schools and day-care centres, and in—plant/in—office
‘cafeterias., The size distribution of all the institutions was found

to be positively skewed, The Pearsonian Caefficient ofokewness had
[ * & b .

-
E) °

fﬁ a value of’ 1.92.1‘ In terms of the .number of meat plates served per
; ’
insﬁitution per day, the mear value for ail €3 institutions samﬁled y
(0

was 655, the median 213, and the mode 300. Almost 44 per cent (i e., 28) ’
) of the 63 institutions served between 1 and 199 plates per day. Insti--
- ' R Q‘,ﬂ g A
tutions serving 200 399 meat meals per day (i. e., 15 of 63) constituted
s N . R

ab0ut 29 per cﬁnt (23 8 peﬁ cent), while the rest, the two largest size

classes, oonstituted 31.7 per, cent of all. institutions Surveyed

. T ° -
,%;.E‘“‘J B 'a_‘l; :‘ » ) . ’ % .t -~
N Tyge?of'lmstitution According to Meat Utilization Patternﬂ o .
oW m’ ad o N
,; ;ﬁkis“ The criteriOn used in fhe classification of institutions according

s * 3‘
A tg type follqws the conventional class1fication.adopted by the American
) ‘n‘!‘a 7 " “’ x ' a ”
and the Canadian foodservice industry 2 ;A schematic diagram of the

I
i ~ , l u . \ -7
o & ? N o

e

A céaSSification is showntin Figure 3.1, : - SN -

(e)“ &nstitutions which serve as centres of higher education, i e.,

N !
. : ot B
,{ B L

)

) ¥ ﬁostssecondary institutions which have boarders were ranked - ¢
v o [ .
P " % L . . e - o
ooyt L C . . .
— e > . .
——— — — : - . ? -8
b S S ' W 4 o

P 3
% ¢

. L 1 Ihe Pearsonian Coefficient of Skewness is calculated as

o follows. . o
o Sk = 3(mean - median) L 3(655. 35 - 213) . 1 92
: g Standard Deviation ) 690.98 '
' Sée Johm E Freund, Modern Elementar Statistics (Eng_ewggdﬁQliffs, I
lem-—Nemeersey*—*Prentice*HaII*‘Inc.j’YTTTWZHIETon, 1973), P 81., w ’
[y .
2 United States Department of Agriculture, Statistical Bulletin e

. No. 476, 1974, p. 89; and Food Service and Hospitality Magazine——The ,
Fdct File, 2nd Edition, 1977. - AR :

-2

B
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together. It is assumed that meats or beefsdemanded in these fffv'

1nstitutions are used for similar purposes—-for food and for - a;:~ff
D;sf 1nstructional purposes. Hence hniversities and colleges farm i

D ".r

an institutioﬁ type.s In Alberta in 1973 54 000 students

o enrolled in this category o% institution (Table 3 3)

j "ikbe_ Institutions waich serve mainly hot‘lunches every day and inﬁv.?:*""'

'L'-

-

L © .
f

gﬂadeeand high schools1 wnile 14 government—owued dqy—care f~"

¥




N A I T.‘and S»A I T.‘apprenticeship‘divlsion figure ofn8 000

‘W,ffered rangedefrom=6~8,weeks. -

v was included‘ The , _ _
“of studer ' did not exceed L, OOO ‘at any one’ plme.

nAnnual Repart:for'AdvancedaEducation.,a
ne:meal‘ er -day, - per’ student (breékfaét,
eaten at home; fig : ‘
taff wer not ava able




Group Size””
@ ‘Adult and"

300 and over

_.-AlbertajHospital ervic,s Commission ,Annual Report for the?[ilj
" Year Ended: December 313t,f 7¢ P peAnE —
Hpspital:S"ﬂﬁ e







Méal
Requirement
per Day

Capaciﬂ& Male Female J,Total}

Provinc1al Jai;"

fw. W Lowrie,:Prellminary;Report ‘on” the P
*Food Corporation. (Edmonton,  Alberta: Agriculture'
St istics Branch' Albergg Agriculﬁure, 1976), P




‘ of some conscious or unconscious prejudice on the part of the respond—‘

Y

;;vents or: on the part of tho%e making the’survey.  It 1s therefore L

yfeapondents are. accurate.

-J‘hdifficult to determine if all data reporteg

tf:iﬁThis is due to the fact that similar data have never before been

‘1\,

)-‘:.rcollected andeOmevéhsueigou?the,oattofathe'téspohdehtjﬁfght?he )

?.)

Even thOugh biag, whether consc10us orlunconscious,'




: aotropriate to suggest that ; e results obtainable on the study have ‘1/“
Sufficient merit and potential for understanding institutional
purchasing characteristics for meats in Alberta,(and to constitute a_‘s

B base for further studies. The need for further studies is occasioned

) _ B .

' by the fact that this study represents a pioneering effort in this

type of markgt&infCanada, and therefore there is al need to verify if

e



- ANOVA is a statistic that allows a partition of the total

. variance 82 in a group of’ scores or observations into some different ,

identifiable sources such as° (a) different experimental treatments,

(b) diffprent idenmifiable subject characteristics, and (c) unidenti— i
e“?fiable subject cbarecteristics.lh For example, one might feel that the f
‘ j{quantity of - meat bought by'an institution is dependentdhn thebtype of o
J,fbneat on the type of institution,vor on’ some other unidentifiabley( ‘ _Vu
.;_ - R r-ﬁf
The nathematicel“stateuent of the two;way classification‘“”yf
;brandomised block de;ign (ANOVA) is stated as follows'zAV. r_»s”l‘fhfrt'jb(1hyji
- Xij =+ ai + Bj * E.ij. - i -1, ,a j=1 .b S
s NG it
N zai = ZBj - o " :
i The model says that each obServation Xij (which inothis study
”represents the quantity of meat~—either beef veal lamb. oork, or 5;; ‘(-:3;

poultry-—bought by any institution) is due to the sum of four:sidbf"

components.;.

S5 1'Eleanor Walker Willemsen5 Understandi
(San Francisco.n'

Statistical Reasoning
pa 788~98,. . .

cor: 'Statistical MethodeJApplied to: EgperimentS’in
2y - (Ames; ‘Towa:. Iowa State 0011ege Press.»q o
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£

“1"one is attributable to the effect of the type of institution, one is

‘-ikattributable to the effect of the type of meat, and the last is

4."

The Eij is

:The sum of

yof the block effect (type of meat), ZBj, are assumed to be zero. .

,or the type of meat; and

¥

SO
Bj, which is the. variation due to the effect of bloqk j,

L
R

. ."'*e
SR AR

Do e

~£ij;%which is a residual or error efféct.

,

assumed to be independent from observation to observation

ti [y

' and to be normally distributed wi}h mean 0. and standard deviation a. .

the treatment effect (type of institution), Zai, and that ‘

' Hence, z‘ai - ;sj 0. ST
. 5’}“‘ R o N AT v ‘ ‘ . N ‘ - "vv }\
"‘The Analysis of Variance Table el o { R o

: %;j In the same way an observation is made up of many parts, an

‘Tanalysis of variance table partitiOns the sum of 8

/

_fltable of ANOVA is shown below.llhwbll

P w,

&..

g
%Y G,

) ,

/.

J;°attributable to thelresidual or error sum of squares.q'A hypothetical o

- For a clear hnderstanding of how the. variables in- the table are:fi373

S '-"[‘. :

'i”€comPUted’ see W. G. ‘Cochran and. G. M. Cox, Experimental Designs
g;li(New York:

John Wiley and Sons,_Inc., 2nd Edition, 1957), pp. 106 108:e14

,f'tnéﬁi RNy

*fj_observations and their degrees of freedom in the’fol Wing. pattern.f-'f



Degrees of Sum of ] N

., Source of Variation ~ Freedom . Squares - Mean;Square;f '_F—Test

‘ , - “';'¢.‘ 'u. ‘A‘.A ' S
Treatments .a=-1 {.l A = fil o [a-1 —
(Types of Institution) v/’ ' L '»_ S LT (a<1) (b-1) -

B B

i

‘ Blocks_" B ) j S b ~-1 - B D :
- (Types of Meats) IR . e S 7/ (a=1) (b-1)
. \\ :

Error T (a‘l)(b,l)'- _ ‘D "1(ael)(be1):

Total - . ab -1 ,A3f.B_+ D

i BT o :

‘ dThe ANOVA Design Used S

The randomized block design is used in this study because it E
"vf"”handles situations where there are missing values or zero quantities of

meats purchased without &oducing unbiased estimates of treatment block/ ‘
‘and error effects. Also, 1f the - experimental error variance is rger ;{‘ /

'-‘Tfor some treatments (types of institutions) than for others, an unbiased \'

»g~ error for testing any specific combination of the treatment means‘cany” -

": still be obtained by the use of this-design.l - " o :,f’” e e

e

e ® }

\urhé”Chi-SquAfé‘sfatistic.‘

. B A

The chi-square test is used in this study whenever our interestfi .

vv . :: ! = " . J‘w
’=_f,is to determine the presence ‘ot absence of a relﬁtionship between”

l\ll’é-d— PP 106-107.
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[T . - Yo

are frequency response data. Kohout indicates that the statistic is

number of . Subjects, pbjects, or measurements falling in each of variouv

[

categories, i, e., the chi-square test is only applied to frequency
. i AN .
1 : N

. )

The ‘model: . The chi—square»model in an RxK contingency tableﬁ

data.

stated by Edwards as fqllow3°2~ - . ;~‘ ’ aQQ‘

% o

'appropriate when we encounter problems in which our interest is in the_ .

) ' T r k .“:'\. . 1 2- -
, Chi-Square . x2 = L. I (Niil' Tid )eT, o
R 3 e 1-[ j-l » WNij ‘
’ F) ) : b . ’ _’ . , . \
Cwe ;o LY 4 ' : .
.q‘f“:hhere Nij = the observed numgsr of observations in the
e o o ", \ 3 °
Y ith.category orxr§b'uhder jty.column.‘ .,
. [ - o ) - a . . .
-~ ~1nNij1 = the expected number of observations in the
*.'.g* : . o - ‘ th ‘ )
i VU i category or roi “under j column. o)

5

The test. follows a chi—square distribution with (=1 (x-1)- degrees '

_:number of rows, - ' o -

e John Wiley and.Sons,vInc., 1974), PP« 400-403..

of freedom, where c is the number of columns in the table and r, the
’ i . ’ P B , R . 2

: 3- X T

The chi~square statistic is used in most of the tests conducted

- ~

<

in this study. In the cases where there are many -ZeTO, cells in the

h

frequency table and the number of observations are 1arge, some of - the

'\.

wcategpries in the contingency table are combined in order to moderate
e .

t@e value °f x2. Kohout &ﬂssegfe ‘combining-categoriequ% the. E?
S t#& ;9C .7 _",-‘“~:

L Frank J Kohouf Statistics for: Social Sciences (New York._;

-

Allen L.,Edwards, Statistical Mbthods for the Behavioral

-~

Sciences (New York.. Holt,,Rinehart_and;Winston,‘1962),-pp._366,382:ﬂ'tf

LA

'”‘»tf\ff*7? T

)



»

0

1

.!' !

79

contingency table when the number q’ﬁdbservations and ‘the degree of

freedom are large and. the minute expected frequencies would contribute

‘\1

. ; 1
little to the efficiency of our ?stimate.(

sk

avoid making ‘type 12

‘Specific Treatment of the .Data for“éach‘Objective

Objective 1 ‘e

This would allow one to

errors more often than the stated level of a.‘ :

[

-

°

(8]

The first objective is to describe survey resPonses regarding ‘

meat buying strategies employed by institutional meat buyers in

price and'non—price policies.

]

@

‘countervailing the _powers. and tactics of 'meat suppliers in terms” of

!

The data needed for the objective are the frequency responses.

of institutions with regards to the following questions asked during

the survey. ..

v

~

o

. N

T

1.  What are the meat’ procurement thhOdS used in securing

foods”

' “pricesg?

k4

B

.2. What are'the:guidelinee;usei'by suppliers.for setting . °

~ 3. What are the non-price strategies used by the institutions

and the meat suppliers alike to secure advanuages from -

~each other in- negotiation? )

[

4

S

2 A Type I ervor is the

when it is trde..

luFranlia Kohout

e

op. cit., PP~ 400-46ﬂ

P

?

£

4

.7

probability of:rejectiﬁé a null

>

[

‘hypothesiy

AR
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A

: 'of certain factors affecting 1nstitutional demand for various types of ‘hf °.
‘~'.meats The institutions con51dered are the hOSpitals and nur31ng
’;‘homeS, univer31t1es and colleges, secondary schools and day care'~?r‘;

'T[centres, the military academy, penal institutions, welfare'homes,'and"

. the SpOt buying method.

N e

This study determines meat purcha31ng patterns of institutions "., ;r
N : B ’ T

1n Edmonton and the surrounding area._ It also assesses the 1mportance RN

i}

- . N . L I e

N . X ) “ - A"‘
1n-plant/1n—off1ce cafeterias Pl e

The framework of analy81s employed in investigatlng purchasing
patterns i competitive procurement a system vhereby buyers compete. . \\h
with one another to secure a'source‘of inputs or products as sellers:
try to ‘secure, product outlets. Results of investigations shyw ' that :

spot buying, tender and bid buying, and negotiated ar ‘ments‘are

the most- commonly used methods of procuring meat. L‘ ge institutions

are found to use more frequently the. tender and bld and' ' negotiated -.\@t

methods, while the small instltutions find,advantages W1th the _use of B ‘ T»".
" ) ) BN : o L, T
Merchandizing strategies in the institutiqnal meat trade are

t

1nvestigat5& Price and non—price strategies are found to be

1
v

-employed in the instltutional meat trade. The small packers, however,

R

stated that they could compete more effectively using the non-price
strategies, while large packers repprt a frequent use of the price

factqr., The price factor however, is stated by institutions as :

secondary ‘to the non~price factors such as dependable service and

,uniform quality in selecting or retaining their suppliers.

. ‘ ’ ' o ( ' N



,' cent of all meats sold via the institutional outlet Purveyors and f

o

o

The sources of supply and distribution channels of meats flowing

‘w‘ . v

into the institutions are investigated Four large packing houses-—

-

Swift Canadian Burns, Canada Packers, and Gainers-—dominate the

i b *

supply of meats to institutions. The four account for almost 75 per

independent wholesalers are relatively unimportant suppliers\pf “a\\;‘{

institutionak meats.,;u ﬂd' v "“f, ’;_ o ﬂ o fk
" D -'~ ; L e R B SRIRTEL SUR

v BN ERE “

RN Beef, pork, and pqpltry are the most popular meat types in‘:*;

Y

institutions,‘while lamb and veal are- seldom used Beef accounts for

’ o

almost half (47 per cent) ‘of the total quantity of meats used . Eork R

is second w1th 25 per cent and poultry third with almost 21 per cent.
Lamb and veal account for about &4 per cent each.
' Ground beef is used in institutions more than other beef meats,

accounting for almost one-third of all beef used The type. of
.o \ m -

1nstitutions and the type of meat desired are- statistically found to
l

fsignificantly 1nf1uence the proportion of meat types bought by the E
. 3 )
surveyed 1nstitutions. Data are available from only five meat suppliers

»

. for estimation of import proportion of total meats bought by the

surveyed institutions. Based on these data, about 16 per cent of beef
-used in institutions is estimated to originate from New Zealand and

Australia. Also, these countries are. found to be the main yu%Fe of .

" veal and lamb used in the surveyed institutions.

e
Most institutions buy the greatest - proportion of ‘their meats
* LN
as fresh portioned cuts, and cook their own meals on their premises;
. Relatively few convenience foods are employed in institutions.
[

Non—price factors, such as meat quality and dependable service,

/

. .

‘v : S .



I B . X
/'Q . . . oL ) a—
. ! v ; ' '

,VC\\} N L
were s ated by suru@ged institutional meat buyers to be more ' : . /s

Yo

frequently considered than lowest price of meat in their selection -

- °

precedence«over low price E

in their purchases of . varigus types of meats. However, a case-. study

e »
\

*»li'of the prices and quantities of meats bought by a major hospltal T ¢if ;‘_ e
l_between January 1974 and June 1976 inclusive sdeed that in actuil‘ u"
lfpractice, the surveyed institutions tendedito actﬁotherhise LOwer )
.g‘prices.of meats appeared to be important considerafggn; in the purchase
',of beef, pork and lamb by the 1nstitution.,'The lower the prices of '
;-these types of meats, the greater their quantities the hOSpital tended

to buy, Institutions, therefore, may likely be respon81ve to prices

"in their purchases of these meat typé?! at least in thevlong Trun.

vi Lo o i e ) <
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o CHAPTER T
THE PROBLEM AND ITS SETTING
' Need,for_Researchk::

The lack of necessary information on meat purchasing practices -

= ; 1 .
/,1n the institutional market necessitated thlS research : Documented

. “ ',". .“'
”reports and 1nformation on 1nst1tutional foodserVice are disgointed

-t
‘».

‘7~sketchy, and scattered 1n myriads of journals and magazines so’ that
‘vfﬁa coherent 1dea of the nature of the institutional markekjis not
lreadily comprehended Also,‘little descriptive 1nformation on the

o

1nst1tutional market is: publiShed by governments, probably because of':

. 4"
‘ the industrial structure of - the market The market contains many

'_,institutions and suppiying flrms which are heterogeneous w1th/respect

to factors such as the size function, product, and price._ Thus 1t

b

-has not been easy to express, outllne, and publish information in a v

N

_general manner.

-~

: In addition to the market structure the supplying firms are,"

often reluctant to divulge 1nformation that could be useful for

- 5

research, thus making any meaningful studies difficult to undertake

~

a
-

o""

1 The 1nstitutional market considered in this study comprises

1ndustria1 and office cafeterias, hospitals ‘and allied inst!tutions,';

correctional homes,: Department -of ‘National Defence 1nst1tutions,
‘universities and colleges, secondary schools, -and” special care

facilities and homes.‘ The extent: of ‘the 1nstitutional market is .
discussed in. detail in the latter part of this chapter. :




ety

L ' : ‘ \
zalthough some of them contract their food purchases and kitchen

_ﬁ“

:‘and publish As a result, 1itt1e is known about the ‘volume and types

- .
oﬁ meat d&manded by the institutions, the market channels for beef

flowing into the institutions, the procurement methods, and the

\‘.

k‘price mechanisms adopted in the institutional meat trade._f

N o : .
Bes1des market structure and the uncooperative nature of the

‘,1nstitutional meat suppliers, 1nstitutional foodservice operators h

[}
2k

express conflicting opinions about the most cost—reducing type of

a;,foodservice operation to be adopted 1n institutions in Alberta.‘ Most

of the 1nstitutions provide foodservice through conventionally '

'Joperated kitchens whicﬂ are under the 1nstitution S management,

N

o operations to food management firms.a Also a wide variety of frozen
‘;fand catered food products which involve minimum on—premise preparation

- are: being used in some 1nst1tutions.

o

The use of any foodservice system involves evaluation of the'

v

';total system s operation in order to conSider 1ts effect on quality

- of: food and serv1ce, storage space requirements, equipment layout

labour union problems, and budget for food lv In any case, many
. E .

vinstitutional foodservice Operators think that ‘the increaSing

o T

5 : .

'availability of many convenience foods in either fresh‘or frozen
T,form and the preference of many institutions to cook meals ‘on. their ;'
‘”,own premises, in spite of ‘the attendant cost and labour problems, .

fhave made management dec151on policies and‘procedures for food Co

R

1

Convenience foods are defined -as prepared and frozen foods
ready to.be served with a minimum of preparation (such as heating,
garnishing, and plating) : :

T

N

S : -J. R. Ryan, "The Inconvenience of Convenience Foods, CoOkin‘g’ K
__.for Profit, 1969 .Vol. 38 No.,220, pp 42 46 48 . o :



B procuqement more challenginga' Without adequate information, and with
”gtpolicies based strictly on preconceived ideas, institutional food
“managers are thus believed to make decisions regarding purchasing
»and operational strategy‘according to theig whims and fancies.

I

Research is. therefore necessary to provide 1nformation with
,'regards to(the requirements‘of the institutional meat buyer and td
relate‘the information to the meat packing and processing industryf
jThe meat processing 1ndustry is concerned about how to interpret the
'Jneeds of the institutional meat buyer since the institutional market
'ufor meats.or any type. thereof (i e., beef _veal pork lamb, and
'Tpoultry) is not homogeneous,“but rather cénSists of ‘a number of
'distinct sub-markets eachynith its own supply and demand characteris-
tics. Also, knowledge of 1nstitutiona1 meat buyers as to ‘their source
of supply (whether Alberta, foreign, or out of province) ‘and the s

factors (price and non—price) which the 1nstitutions con51der in

selecting their suppliers are 1mportant in understan ing the type of

’

7]mea§s bought by institutions.if

Similarly, there lS a need for 1nformat10n to assess‘qhether

Hqi;there is -a need’ for government policy with regard to the nature of

.competition in the 1nstitutional market in Alberta.‘ There is little

- available 1nformation, data, or’ published work on which to base policyi--'

decisions about the amount of foreign beef coming into the insti-
‘ftutional market It would therefore appear useful to research and
outline the quantity and quality of foreign meats entering the-

i
institutional market

“~e




LB

'Statgment Qf the Pfoblehﬂ . ' .;:
| | y. . o o ;Aj s | A,I N
The problem is that little information exists about institutional
| T . . '
fmeat prégure%eﬁt methods, untilizétion patﬁerns, and flows to guide
[ . . .
‘managemenlbcﬁoice in.finding an eédnoﬁically efficient (i.é;, cost-
_ .. o . o

reduﬁing) food procurement system compatible with quality brovisionsf,

Meat iﬁﬂ;nstitﬁtional fdodseryice'is*qpecificallyuSelected for

'ifétudy5béCau$é £n‘1975 it w3§ repofted.tHat';éd meats‘énd pgqlc%y'in
”Canada:a¢gountg6250r‘4i_per;éent of the to£a1 fQ§d—gost d@llér‘in
iin?titutidnégll Also, Araﬁlld‘indic§fgd_tﬁat%i" B
: 1. meatiié’fhafrpért'of:tﬁe éénu Qn?which a chaﬁge in the
fbbdeefvedhis Bas;d; s B L SR o
2, 'meat'i§ the majof factor generatiﬁg clientele éccéptanée,.'
.or rejecpibnlof a-ﬁeal;’aﬁd |

3. meat is ré§§é§5ivefto advanced pfocessing tr‘ansformati_oni2
N'éiﬁce‘{975'the steédy fisebiﬁ fhé prices 6fffbod$;espeéiaﬁé2
meats, eaten,awéy from’héme, coupled Qith the wages qf labour =
-émployed;i; food p?eparatfon ha&é been:causing‘codcefgpamong_gibeffa

instftutional‘foodserﬁice.operafors.q The p“ce index of food eaten

. Foodservice and Hospitality Estimate, Canada's Hospitality
Business--The Fact File (Toronto: - Food'Service and Hospitality
Magazine, 2nd Edition, 1977) , p. 15, T

~E. V. Araullo, "Food Purchasing and Utilization Patterns in
Wisconsin Hospitals : Meats, Poultry, and Fish" (Ph.D. thesis,
-Department'of’AgriculturaloEconomics;'University of Wisconsin, 1971).

_ For an observation on how the price of food eaten away from
home has been rising relative to food eaten in the home and other -
consumer items since 19755”see“(a).Statistics’Caﬁada, Consumer Prices
and Price Indexes, Cat. No. 62-010, Quarterly, and (b), Statistics
Canade, Consumer Price Index, Cat. No. 62-001, Monthly.

¢ v
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away from'homelincreased by 11r6 per cent between January 1975 and

April 1976, while that of food .for home. consumption rose by only -

0.9 per cent- dud!ng the same period. Some institutional meat buyers

thus expressed the impact of the price rise by 1ndicating that the

rise in meat prices has made purchasing and costing an almost daily .

task. for them since they have to keep their expenses within budgets.
Thus, commenting on the problem of meat cost, the food director

]

of a nursing home in Fort Saskatchewan said A"Price is always the

1

question; we have no problems in obtaining the meat and produce we
require There are spot eXCEptions, of course. But it has’become
increasingly difficult, and sometimes impossible, to adequately plan
a budget for-a folldWing year. bor any institution on a fairly
_1nflex1ble cycle meny, thls is a real problem N
An annual ‘report of the Alberta Hospital Services Commission
recorded that raw food cost ‘was second highest (exceeded only by wages
'and salaries) of all hospital operating and- administrative costs.2
The same report indicated that, in. 1973, the. total cost, of food con-
sumed by institutions in the” provinceiEBE'EStimated at $76 9 million.3
Thus an understanding of . the various ways in which meats are

procured in the institutional market could be useful for the food

operators who need information on cost—reducing-purchasing strategies.

Personal conversation Rosecrest Nursing Home, Fort éashat—
chewan, Alberta, Summer 1977, ‘

2 W. W. Lowrie, "Preliminary Report on the Proposed Alberta
Food Corporation' (Unpublished Report Edmonton, Alberta Agriculture,.
- Statistics Branch, 1976); p.-1. (Figure based on 1968, Annual Report
of-the Alberta Hospitalization Benefit Plan )

:3 Ibid., p. 28 (based on food service‘recorHS).



Objectives of the Study

The objectives of the study are! designed to answer the following

questions.

//4What meat purchasing methods are used by institutions?
2.1'What are the types and cuts of meats th%ﬁ are most, popular

with_institutions7

3. Whére do" institutions buy their meats, especially beef

s

and why do they choose that source of supply?

4. What systems of foodservice operations (1.e., conventionally
‘operated kitchens, or the catering system) are used in
~f"‘-'institutions and why? N
From the answers to’ these questions, the study seeks, in general,
to determine the purchasing patternsnof institutions and to assess the
o 1mportance .of certain factors affecting institutional demand for
various types of meats. However, more specific objectives of the
study are: |
1. To descrihe.meat buyinglstrategies employedwby institutionali
“meat buyers in negotilating with_suppliems in terms of price
w—~_ L
and non—pricecpolicies.f
2. To develop and interpret information on ' the supply sources
and the extent of flows of meats-to institutions and the
.economic characteristics (such as size and market hare)
of the estabiishments which supply the meats. |
3. To‘determine the type, quantity and the value of meats

used by institutional foodservice operators.

4. To identify and evaluate utilization patterns and interpret

%



. ”'
factors affecting procurement and use of various market

forms of meats like fresh meats, pre-cooked frozen foods

for reconstitution, and hot (convenience) foods.

>
. . .
\ . . \

*  Hypotheses l .

[

Tovachieve the preceding objectives, hypotheses which affect
institutional buying characteristics ‘are postulated The hypotheses

are outlined as follows. It is hypothesized that: .

-~

and the procurement. method used for meat purchases. The

hypothesis is intended to show whether there is any -

- A
)

correlation between different sizes of institutions and the
use of the tender and bid, the negotiative buying, and the
spot buylng methods.

2. 'Most meat or menu items ‘consumed by 1nstitutions originated

from foreign sources.
7

3. The type of institution or the type of meat does not ‘
“influence the quantity of any meat type bought by each

institution.

4. The most.important factor congidered by institutions in

°

' buying most frequently bought meat cutsg is the price of

£
the cut. :

Inportance of the Study to Alberta

-~

. An earlier research indicated that about 25 per cent of total

sales of cattlemen and pProcessors in Alberta were obtained via hotel

i

L ol

1. There is no relationship between the size of an 1nstitution

o . o
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iy '

restaurant, and institutional (HRI) foodservice operationa.1 The

o d

Canadian\ifstaurant Assoclation also indicated that the HRI trade
accounted for 30 per cerit of the beef consumed in Canada in 1976 and
the share was expected to rise to SO"per cent by 1980..2 One might

therefore expect that as the number of meals consumed in the HRI
¢

mafket increases, the quantity of meats” consumed in the HRI market

will also increase. Alberta being a major producer of beef pork

R —

and poultry, could expect to reap considerable benefits if the Alberta
“ 5§

HRI market were' to buy more of Alberta produced.goods. Since most of
_the institutions have a close tie to the province through subsidies

and total jurisdiction, it seems only natural to expect that these

. . 4 _
Alberta institutions will buy Alberta produced meats as trade in the

&,

institutional market grows.

A discussion of imported beef‘is also relevant Yithin the scope
of this study becauyse the Canadian gevernment appears to believe that
the high 1eveis.of beef-rhaﬁ have entered this country ha?e created
market instability and depressed prices for beef farmers.3 This is

indicatedvby the imposition of import restrictions on beef from

Australia and New Zealand. - Also, an earlier research has suggested

-

that'imporpgbfrom Australia and New Zealand go primarily intp processed

AY

meats (hamburger patties and sausages) which are heavily used by the

Q

1 K. D. Smith, R. T. Berg, M. H. Hawkins, M. E. Stiles, and
- C. McFadyen, The New Beef Grades (Edmonton: Rural Economy Bulletin,
Applied Research, The University of Alberta, 1975), p. 65.

2 H. Dodd, "Canada Gains in HRI Trade," Cattlemen—--The Beef
Magazine, March, 1976, p. 10.

3

See Toronto Globe and Mail, Thursday, October 14, 1976, p. BS5.




\\

. :

HRL 1ndustry.1 It would therefore appear timely to document and

describe the entrnhce and the quantity of fmported meats flowtug.lutq

.4

) .

the institutional segment of the HRI market {n Alberta.

B

Importance of Megt in the HRI Market in

n Canada and Alberta '
" ) ‘ 4 | o~ .

In 1975; the retail value qf food and nOnaicoholic bevérages
moving through:the market for food gerveq'away from‘hbme.in Canada
was estimated as approximately $4.é billiog (Table 1.1). An important
component of this estimate was the cost of raw food purchased which
was estimated as approximately $1.7 billion (Table 1.2). Institution32
alone accountgd for $647,285,000 or 39.5 per cent of this, wﬁile red

meat and poultry ranked high as a major food item accounting for

41 per cent of the tozal HRI food cost (Table 1.3). . N\
. ,r'ﬂ)

The importance of the foodservice industry in Canada becomes more
v

/~/apparent when the estimated value of its products and services and‘its

[N

> ©

linkage effects with other industries are considered.

food-away-from~home industry made sales estimated, at $6.1 billion and
. N ~

employed 384,000 people directly in the accommodation and foodservice

groups (Table 1.4), while an estimate’ of 484,000 is forecast for 1?82.3

1 K. D. Smith, op. cit.

Institutions' food costs considered here are those of caterers,

industrial restaurants, hospitals and allied institutions, correctional -
institutions, Department of Defence institutions, universities, o

colleges, and schools. .
] Department of Manpower and Immigration, Canadian Occupational_ 
Forecasting Program, No. 1 : Canada (excluding occupations generally

 requiring post—-secondary eg¢ucation) (Ottawa: 1975).

In 1975, Canada's
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TABLE l 1 N

/SUMMARY OF ESTIMAIED FOODSERVICE VOLUME CANADA 1975

./.j. /(7 :t\\%~\n_;.él-9ffi'r'l'ﬂ7

‘ AccommodatioasvgrodpQ sale of meals B $454,900,000

Sales of food and beverages through vending : : 122 014 OOO
‘,,Sales of sandwiches, prepared foods, catering by
bakeries : : o . 1. 426 ,000.
Restaurant sales, adJusted for 1ndicated 7%
- underestimate” - - 2 119 135 ,000°
ZDepartment store sales of meals -and lunches ' - o 134;953 000
Cost. of" foodservice of" airlifes - - ',» e 49,034,000

Cost . of foodservice for rAilways . Sy 22,379,000 ¢

“>Secondary scﬁool, college, university foodservice

-l

. receipts. v : 367,949,000
Motion picture ‘and drive-in theatres revenues from
sales -of candy, drinks, etc. - o 39,363,000
Private clubs, estimated Food sales . - : -~ 35,175,000
Meal and lunch sales by amusement and recreation :
group, other budiness and personal services ) 96,897,000
Caterers, estimated’ receipts . , 218,175,000
Industrial restaurants, estimated receipts ‘ . 275,618,000
" Total commercial receipts . '  3,937,018,000
Add:;.Cost of raw food bought by hospitals - 129,082,000
Cost of raw.food bought . by special care o
facilities - 100,419,000
Cost of raw food bought for correctional” o
institutions, not: including county jails 15,938,000
Department of National Defence cost of food
and- labor L : 70,000,000
Total ‘ 4,252,457,000

Add: AdJustment to convert hospital, correctional
institutions, foodservice to retail : ' o
equivalent , . ) : 114,512,000

-

Total, adjusted teo retail equivalent as noted above 4,366,969,000
Less: Adjustment to eliminate duplication for
o« catered service in schools, colleges, .
airlines 145,944,000
Total as adjusted " $4,221,025,000
& - ,m . .

.Source: Foodservice and Hospitality Estimate, Canada's Hospitality
Business--The Fact File (Toronto' Food Service and
Hospitality Magazine, 2nd Editionm, 1977), p. 13.




TABLE ,1,.2 I

.,r_ . . ; ‘.

ESTIMATED COST OF RAW FOOD PURCHASED INCLUDING ‘

NON-ALCOHOLIC BEVERAGES‘ HRI, CANADA l975 .

T :
f'75r“

,,Restaurantsl o SR R o $644 217 000 )
.'Accommodations group : ‘. s . Lo - 180 423 000 -
Vending sales’ of . foods and beverages v R R 48 805 000 -

Hw;ﬂ-Department store sales of meals and lunches 52,092,000 H'
Foodserv1ce for scneduled alrllnes2 7,551,000'~\
Railway foodservice h ' 8,952,000 -
HMotion picture and'drive—in theatres - 11,022,000
Private clubs 14,422,000

o Amusement, recreation, business and persona ¢ 'T' o

services 38,759,QOQ‘
Caterers‘ ’ : 84,216,000>
Industrial restaurants _ : : . 137,809,000
Hospitals, allied institutlons, spec1al care . ‘

facilities , , 229,501,000
Correctional institutiqns, federal and provincial ' 15,938,000
Department of National Defence ' ‘ "~ 40,000,000
Universities and colleges, secondary schools2 139,821,000
Total cost of raw food purchased by above groups . $1,653,828?QOO

After adJustment to ellminate sales of alcoholic beverages

from total restaurant recelpts.

2 After adjustﬁent to eliminate duplieatignﬂresulting from .

catered

Source:

services.

Foodservice and Hospitality Estimate, Canada's HospitalityA
Business--The Fact File (Toronto: Food Service and
Hospitality Magazine -2nd Edition, 1977) 14,
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77 . TABLE 1.3

' HOW THE HRI FOOD CGST‘DOLLAR.IS“ngN${‘

'] .h . ..’ .CANADA, 1975

CilProduct o oy

, : s,

«Heat | g L 35 ‘

~-

Eggs - - T ST

Fish and seéfpods' ‘ . _'. o 3

Vegetableé,'fresh,,frozen, or canned “ 9 ..

Fruits, fresh, frozen, or canned, jams
apd jellies ‘ - . w3

Dairy products--milk, butter, cheese,

ice ‘cream - : . , .. 14

Bakérylpfoducts, including bread and rolls N
Beverages—-coffee, teé; hot chocolate .5

Juices;, ades, drinks, including carbonated 2

Shortening .and cooking oils A 2

Sﬁgar, syrups, confectioiis  'A | ./ 6

Spices, seasonings, condiments, sauces 2

Dessert products, miscellaneous processed foods 2

Flour and mill pfdducts, pasta, ceré?lé, rigéir' 3

. 33,976,000

99,230,000
33,077,000
149,615,000

148,845,000
49,614,000

‘231,536,b00_
99,230,000
82,591,000
’33,007,000
33,076,000
99,230,000
33,07?,000*

e o

49,614,000

/

Totals ' ‘ ' 100

$1,653,828;000

/

Source: ' Foodservice and Hospitality Esﬁimate, Canada's Hospitality

t  Business=-The Fact File (Toronto: Food Service and
Hospitality Magazine, 2nd Edition, 1977), p. 15.

\ )

-

g
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: fTABL

THE HRI ESTIMATED RECEIPTS FROM’ALL SOURCES

FOR

4

Efi;4‘”3v

1975

-

13

Foodservice volume,_all types of service K

"Add;_ Accommodations groupy

Recelpts from rooms’fi_' D \

‘ Recelpts from sale of" beer wlne 1iquor _
Receipts from merchandlse and other ‘sources "
z Estimated private’ club recelpts from sale e
B of liquors R = RN

: Total_receipts,»alI*sources"”;‘:-9»‘

S

Employment in Accommodatlon and Foodserv1ce

-

Group, 1974 -
Weekly wage bill at ‘1975 rates
Annual wage bill at 1975 rates

v151tors from other countries

-

 Travel spending in Canada, by Canadians and

All industry share total pérsonal expenditures ,
on- goods and services : ‘

Foodservice share of total spent on food and

non-alcoholic beverages

.Total' Foodservice Outlets:

Eating pIaces; all‘types

Hospitals, all types ﬂncluding
special care:

\

_AccommodationS'grqup Yy

{

" Private clubs

Grand total, all foodservice
outlets, 1974-5 -

Meals served, restaurants hotels
and motels : :

5,

O N e s

&

31,800

4742
17,800 -
3,400

[

57,742

©$4,221,925,000
842,000,000 ©

.. 770,200,000 .
171,400,000 -

024,231,000

©$6,028,856,000

$8,500,000, 000 .
6.3%
27.7%
G
%

384,000

$38,330,000 .
$1,993,200,000

'$1,1#%,000,000 annually

Source:

Fdodserviee and Hospitality
Business—--The Fact File (T

E

MAALA Cf Zataals Fol PP,

oronto:

-

y Estimate Canada s Hosﬁitalify““’¢’ﬂ.'

Food Service and
Hospitality Magazine, 2nd Edition, 1977)

12.

L




b foodservice opgrations.‘ In the same year, out of a total value of

.r;-_“-

-
Ty
o

,fIn the same year, construction expenditures on hospitals, sanatoria,‘
"?‘cllnics,’and similar 1nstitutions reached a record level of

$464 million with Alberta sharing $3O 694 OOO The 1975 total for\g
f_Alberta was’gn ll per cent increase over 1974 1 “h.‘- Vx } b'd |
In 1974 in Alberta about 25 per cent of. total sales of cattlemen

\.

and processoré/herived from hotel, restauran";nd institution (HRI)

“5';$529 889 000 recorded for the service trade in Alberta accommodation '

L and food services accounted for 83 per cent or $439 807 8703 and the "ji

,City of‘Edmonton accounted for approx1mately one third (32 per @ent
T_or $169 564 480) of the 1974 value of the food servicég b

In 1975 50 1eading companies in foonErvice reported‘total .
sales of bl 593 million. These sales rose to $l 878 mlllion in 1976

-a revenue gain of $285 mlllion or l7 9 per. cent in one year.5 Thls h'

‘, would: represent a value of sales of $769 980 OOO for meats and poultry

Thus, con51dering the above facts, At can be said that with the

-

growth potential of the foodservice industry in Alberta or Canada,

W'Alberta stands to gain 1f more Alberta produced meat sells in the
B N

L
’

J Statistics Canada, Constrthion 1n Canada, Cat..No. 64—201
Annual . ] . o

2K D. Smich, Op. cit., p. 65 L '*

i 3 Alberta Agriculture, égricultural Processing and-Manufacturing
Guide (Edmonton: 1977), p 10 b i S

4 Ibid.,'p. 11,

> Foodservice and Hospitality Estimate op. ecit., p. 13.
It should be noted that no account of value due to inflation and how
‘much to volume increases were provided. Thus the recorded revenue -
gain of $285 million could,connotée a wrong: picture.

-,



”hﬁhVGeographical Extent

;%HStiturionalrmarket, el
'*_Sic'bpe“ of | the Study

The limit or scope of this study can be viewed in three
“ ;dimensions (1) the geographical extent of the study, (2) the

iirinstltutional establishments that buy meags, and (3) the functional

ﬁh;relationships of the buyers and sellers in the 1nstitutional market

Toal e . AR e -(.‘"’:","“ :

s

The outer limit of this study 1s Alberta., However,‘the major :
_hcrlterion for including an - institution or a firmbin the study is that '
.’;lt ultimately serves the 1nst1tutional market in.Edmonton and the‘
‘surrounding area——Census District 11 (Figure 1 1) Given thls‘v‘v.
criterion'of demarcation, attention is directed solely to 1nst1tutions
jand firms located in the Census District. Implications developed from -
‘tthis study will apply to the institutions in Edmonton as. Well ‘as those

in- the- District Edmonton is the largest city in the study area and

1t is” centrally located

"Functional Relationship of Partic1pantsi'-ﬂ

.~

Normally, a conceptual v1ew of the institutional market chain =
sconsists of two functions which involve three parties.» Diagtah-/
bmatically it can be seen,in Figure 1.2, o |

’1{0Thls study focuses on the wﬁolesale market; Since in some
3casés the primary functions have been eliminated, the study analyses
brocurement relations between packers and institutions, otherwise it

studres procurement relations between processor, purveyor or.

15
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FIGURE 1.1:
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Map of Alberta showing the Geographic Study Area—
Edmonton and Surroundings (Census District 11)
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‘distributor, and institutions.

‘ v WProcessor_.f: SR R S
O o pg e gt S '
\ iker —_Primary - . e Wholesale U
v P er ——-—-_di — Pur e v D e Institutions
O ey T Purveyor ——— GRS rnaeiuci
N LT _‘_Dis‘;fichorf e

FIGURE 1.2: Institutional Market Chain  °

\ Institutional Establishments

'f As a unit, the aforementioned institutions are the centre of

| analysis. ghe institutional or. captive establishments comprise such -

'units as schools,‘colleges and universitiesg penal institutions,

"thSpltals homes for adults and chi&dfen, etc,‘ These captive :
.'establishments are viewed as rendering a service for the public ratherb
.fthan operating for a profit, although some -may : generate a- profit

Food service An’ 1nstitutional establishments is usually supportive,

cdn: the sense that the establishments are subsidized by governments

'However, a few kinds of businesses such as fraternal associations,

¢

office cafeterias, and publicly owned nursing homes could be

classified 1n either direction.

This study is concerned solely with the captive establishments,

and does not deal with the hotel and restaurant segment of the HRI



~

market . The institutional establishments have the following things
Sin common
l. . They: prepare and . serve food to the public, though the

public served are in some - cases termed inmates or: patients

2, They provide food service at tables or counters in rooms

:for on—premise or immediate consumption._

3,-~Th§§§have_their own'food préparation area and a record of
foo received Thus they have, common problems 1n house- .

fkeeping and maintaining the premises they occupyz

’

b.. Some provide sleeping accommodation and other services to

. A

.« the public, ‘plus offer meeting rooms needed for conferences,

-gatherings, and soc1al functions of all kinds N
5. They use much of the same equipment, almost ‘all of it. ‘ib

44
Specially deSigned for the job, such as kitchen equipment Y

-
fe

beds: and bedding, and many other items, ': -i J'w <

Procedure

L

In Chapter II of the thesis a rev1ew of literature dealing with”

‘meat procurement in institutions is’ presented Presented also are the

economic theqries relevant to analyzing sgme of the meat purchaSing

' methods used in the institutional market. ' The’ chapter focuses on

v
A

PR\

economic models which tend to depict the reaction of buyers and sellers
_when the spot buying method, the bid buying method and the bargaining
.,method of purchasing are used.

In Chapter III the generalrprocedures used in,obtaining

information for the study are presented. These include the systems of



exéhange in terms of price aﬁd non-price Strategies,

‘The supply'sburces‘of\the meats used incinstitutions and the
functional (whofdeéls-with-whom) organizations;of the markeﬁ channel

are analyzed {ig Chapter v, Import Proportions of various meatg

5

) , e Lo
.consumed in-institutions are determined, and the economic character-

catering, and the use of conventiongl kitchens, Other chéracteristics

of the institdtional food service considered aréAmenu cycles, types of



¢

20

foods or pre—cooke& frozen forms of meats. The various cuts of meats
bought by the institutions and ‘the extent to which institutions uSe

the services of food management companies are also analyzed _ -

. il

The major findings of the thesis are summarized in Chapter VIII.

The ccnclu51ons, as‘conceived from the findings, are alsp presented

F- LN T . '

in the chapter.



. L J
" CHAPTER II ’
. REVIEW OF THE RELATED LITERATURE AND ECONOMIC THEORY : .
Introduction

Published research ‘on the economics of food purchasing and util~
ﬂization patterns in 1nstitutions is‘scanty, and publications were, not
available_until tlhie mid-l950 s. In addition, most of the publications
are in the form of narrative reports ratner than economic analysis,
The studies, however, do provide data on which to base predictions

of potential.markets for food inrdifferent'types of food operations.1
- . .

Also the principles and methodology Whiohvthus far have been dezelipfi///,—j*
® PN ‘- F

provide tools for market analysis. ‘ A :
The contents of this chapter consist of two majol_:’tekpositions. /\?

The first neviews previous studies on market reseagch on food systems

-

operations in institutions The purpose of the section is_to provide

some guidelines for developing'this research. It is also intended to

~

enhance an understanding of the problem and the obJectives of thls

study and of the 1mpligations of the vdrious metnods,of meat procurement
- T

in institutions.

7

;} | This-literature review starts with a brief review of the :

o

»
+

. -1 For example see Canada's Hospitality Business--The Fact File
(Toronto . Foodservice and Hospitality, 2nd Edition, 1977), and .
_"Menu Census," Institutions/Volume Feeding Magazine, Vol, 68, April 15,
.1971,-pp. 39~ 61 ' v

]

. w21
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devélopment of food service in institutions, This is followed by
reports on previous studies done on imstitutional food gervice on the
. R ) -

basis of meat procurement practices and methods, utilization pattern

o

S 1
of meats in either the conventional or the pre—cooged form, food
systems operations, and general studie$ on.the institutional use of

LY

meats, . ©

‘The second part of. the: chapter éiiﬁfﬁggﬁzﬁg'gﬁggfetical

a Ky

contributions that economics has made towards conductfﬁ@fﬁﬁ/lgg;;ry

into institutions' buying behaviour. Tha framework within which the

p

theoreﬁiéél discussion prJ;;;ds is g?e'Bainéian market analysis:
The section outlines pattern of conduct and industry structure,

discusses the theories of biléterial oligopoly under various

2

assumptions, and ends by diécussing the most commonly used method of

purchasing meats in the institutional market. @

rd
N -
°An HPstorical Review of Food Service in Institutions
9

s

Eating in large numbers in public. places has been a widely

practised style ofidining since earliest times. Danish tribes were

2

. - . 2 »
reported dining together in large groups before 10,000 B.C. Theipible

-~ ~-

also gives many accounts of a mass feeding industry. For instance,

accounts tell of Xerxes giving a banquet that lasted 180 days, and of

~ «
A g
[ ams

A 3

! Conventionall% prepare&r;éals are those, that have all, or
essentially all, of the entrees prepared in the institution's kitchen.
‘Meals that combine frozen vegetables and desserts with raw meats atre
considered to be conventional.

. .
. 2 L. H. Kotschevar, Management by Menu (Chicago, I11l.: Nationmal
Institute for the Food Service Thdustry, 1975), p. 4. .

K v s




Solomon butchering 22&000 oxen for a public f(:am:.”1

In medieval times, institutional food service was widely practised

in mpnasteries, colleges, and royal householdq on the Continent and in
England. | The royal héuSehold with its hundreds of retainers, and the
househo}ds of the nobles, which often numbered as many as 150 to 250
persons, necessitated food serviee.on an institutional basis. Foods
were provided using cheap labour working on the lands of“the lord of

~ ) .
Q_// the manor and the endowed lands of the monasteries. Thus, costs of
? © Nl .

foods and labour servicts were of .little or no importance in medieval

n
i

institutional feeding oberapions. There were no purchase problems,

COst problems, or storage problems, There also were no dieticians,

'y -

but the cooks were perhaps somewhat trained as evidenced by the high

standard of food served in the inns.2 >

- 4
About 1600 A.D., howevgg phe first coffee houses (cafeés) appeared
i. [

in EnrOpe, specifically in England, France, Germany, Norway, and Sweden.
. These countr?es' institutional foodﬂservice practices have contributed
langely to the modern day western‘institutional food service.3
z;day, following the habitsﬂand ttends develoned in Europe,
residence halls with dining rooms, college cafeterias, hospital feeding, -’
etc., are common in Canadien sociggxﬁ Not only is the system of food
o A =

procurement and service more advenced and complex now than in medieval

Europe, but the use of trained personnel (the dieticians and cooks)

>

Ibdd.” - )

2 B. B, West, L. Wood V. F. Harger, Food Service in Institutions
(New York: John Wiley and Sons, Inc., 4th Edition 1965), p. 4.

3

Ibid. (lst Edition, 1938), p. 3. ’ /

“

) T -
~ L



has become an indispensable factor in modern day 1nstitutional feeding

& s

opeTations. The organization and administration of any of the food

e

services in today s complex economiE‘order cannot be trusted to

dge of the common~foods’and-their preparation
. - P .,
organlzation .and- adminiStration of

. /untrained persons. . Kn

“
—

- and cost, of the'prbblems of the
N G

'the basis for purchasing foed and

il

dnstitutional food units,
S L LA o ;
. choosing equipment are esBential to the‘person charged with the e

’ L ) o g . . : ix Y . N
responsibility for an imstitutional food service.<tx . e

o~ i
Previous Work Done ~ _ . ;_;7 :;
=iF ’ "_.._‘ ,~ T : ; t
Food Procurement Practices and Methods "
Inn1955; Hoofnagle, et al. made an anaiysis of market potential. l,c
Ty

for,food in charitable, mental, and peﬁal#institutions in the northr ;'
‘ A g

~gastern and southeastern United States.l/ In the study they evealed 2

2

e

that factors such as. type of 1nstitut10n and regional location tend -

to determine the market for certain types of ‘foods. Also, size of

) xs' : < ~ :
» operat;on and type of ownership tend to determine food procurement
practices‘and methdds. Penal institutions tend to demand a high volume

e
-

of food at a time, small nonsgovernment institutions buy food daily in o

small quantities, while government institutions use either competitive
R a M ! Lo, .

o

bid buying or -contract negotiations.
: " t

A survey of buying practices and food usé in in-plant cafeterias

o~

1 w. Hoofnagle, P. Dwoskin, and J. Bayton, The Market for Food:

in Selected Public and Private Institutions, . Marketing Research Report
No. 84 (Washington ‘D.C.: U.S. Department of; Agriculture 1955)

»
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was conducted in 1959 by Lifquist.1 The survey showed that foods were

‘bought on a daily basms as needed A Large cafeterlas bought food frgb

i 3wholesale distributors while smaller operators bought from retallers.
Most meats were bought fresh and in retall cuts.

¥

In 1960 Anderson, et al. conducted a study among elementary and
high schpols.g Of the tdgal amounb of meats bought by these lnstitutlons

" in i'year, they found that about 60 per cent was beef and 16 per cent was'

: .;poultry “’The study also showed that government partlcipation “in’ scho~

food programs was relatively small and that. the schools transacted mo

) often with local food dealers. A more recent study by the Cornel Hotel

: . R

and Restaurant Adminlstration however, showed that in 1973 some

51. 2 million children in schools in United States partic1pated‘1n a

federally funded Food Serv1ce Program amounting to about $34 8 million. 3
To investlgate»conflicting reportSdWith regardsvto the factors.

influencing the use of‘certain food forms in.different stages of

processing in institutional market, Araullo (19715 analyzedvthe factors

affecting procurement and use of various market‘forms:of meats’in‘ : -

Wisconsin hospital food operations. 4 The ‘study also developed a

management information feedback model to provide a framework for

, 1 R. C: Llfquist, §4y1ng Practices of Food Use of Employee Food
Service in Manufacturing Plants, Marketing Research Report No. 321
(Washington, D.C.: U S. Department of Agriculture, 1959)

2 K. Anderson and W. Hoofnagle, The Market for Food ‘in Public
* Schools, Research Report No. 377 (Washington D.C.: U.s. Department .
of Agriculture, 1960). o o ’ '
. ‘
: 3 "Food Service in 1985," The Cornel Hotel and Réstaurant
Administration Quarterly, Vol 17, No. 1, May 1976, p. 45.
4 E. V. Araullo, op. cit. .‘

- ) 8 . . 'Y
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management procurement strategles. Although the study was restricted
to hospitals only, the model and methodo}ogy which the study provided

serve as: a useful tool of market analysis and management information
) .
feedback for food procurement in 1nstitut10ns. :

Avery compared inventory data w1th the required quantities of |

o A

each food item in 1976 L The report provided a working formula for

determining the quantity of purchases required for each fooz!‘ item.,"
" The' study also provided&a method of forecasting demands for each food

group, and the purchases required to- bring a food 1tem to a pre—set

max 1mum o

Utilization Pattern

Lifquist's 1959 survey was followed by another in 1961 during
;h}ch Lifquist tried to determine the utilization of processed foods

in compaty cafeterias.2 This. study eséentially provided a method for
) [V ‘ :
classifying foods according to ‘the degree of processing ) o

f \
Van DreSS.iny1965_used calorac 1nventoryutéchnique.t0»estimate

~potential use of fooditypes in civil defencefoevtr55va3 The method was

thought desirable for planning emergency feeding;pregrams.

: In the ‘same year Kirtley estimated the t§pes and approximate

3

A volume of meats used by commercial food serv1ce by budgeting . .

: Arthur C. Avery, 'Secrets ﬁgaFood Purchasing," Food Management,
Vol. 11, No. 9, Sept. 1976, p..59. . e

2 R. C. Lifquist, Expenditures for ProceSsed Foods by Employee
Food Service Manufacturing Plants, Research~Report No. 458 (Washington,
D C.: U.s. Department of ‘Agriculture, 1961)

. 3 M. G Van Dress, Estimated Number of Day's Supply of Food and
Beverages in Egtablishments that Serve Food for On-premise Consumption--
A Civil Defence Studyj.Marketing Research Report No. 707 (Washington,
D.C.: U.S. Department of Agriculture, 1965)

Y

»

o
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expenditure on all foods l His estimates showed that beef accounted

a:for 60 per cent of all meats used in commercial establishments.
uPoultry was second in line and fish, third The proportion of” pork
.lused was very small while lamb and veal each acCounted for a little“
/more than 2 per cent of total meat usedt- | ) o g

i \" : . . s
A dramatlc upward trend in: the use of prepared entrees has been

"v_>reported i hospitals, 1n-plant feeding operations,'and country clubs

where there are no profe 51onal chefs, according to Quick Frozen Foods L

"Magazine.zk Similarly,.;

: . : : oy
convenience foods has ena led airlines to offer&hany different entrees,

t has been reported that the use of frozen A

;_ Trans World Airlines, which carries 90 per cent of its menu frozen, 1s»

reported to do so in order to cut costs" through 1ncreased productiv1ty
per employee. 9~ Q : » B o p ”Hé’ S

LR

New York City‘schools, which carried 20 to 25 per cent of their

[

meals as frozen convenience meals, reported a planned 100 per cent : #;

PR

- children currently eating cold l‘nches 4 And in Cleveland the Board

of Education used frozen pre-plated“meals to feed 25 000 under~

perlleged pupils free hot lunches daily. The frozen,entrees System

1
o M. B. Kirtley, A Survey of Meat Use in Restaurants in a MaJor
}Metropolitan Area of the U.S. Food. Service " Research Digest National
Restaurant Association Winter 1964 1965n\w

-

R 'Systemsgwethod Sparks. Greater Use of Frozens in Institutions,"
. Qgick Frozen Foo Vol. 34, Jan, 1972, p. 51.
N |
C é Ibid.», P. 52
Ibid-., pa 530 . L)
5,

"Frozen Pre-plated Meals Solve Problem of Feeding Underprivileged
Pupils," Quick Frozen Foods, Vol. 34, June 1972, PP. 47—48

i ) ' )
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‘”was‘used‘béCause ofuits“cbst-contrdl”faétor.

Louise Sebastian of Flushlng Hospital and Medlcal Centre,‘lV’

| Flushing, New York, reported having top-quality meats by using pre—

» ‘cooked frozens l‘ "In order to serve 1 200 meals daily*to patients
S ; B : ‘. o

“and personnel I must rely heavily ‘on frozen convenience foods,

“fdespecially the pre—cooked meats, which ‘can be prepared quickly,f shé'iég'@f

:fsaid

Ralnsfdrd (1975) did a’ study 1n which he compared the flnancial

::-'managerial,_and reconstitution differences between conventional and i

';ﬂconvenience foodserv1ce sxstems utilized by selected colleges,

g ,f ”unlver51t1es \and hospitals.2 The study showed that there was" no

t

"w'single answer to the conventional vs convenience question but that

foodserv1ce managers must carefully assess their own particular :

‘Situation in order to determine which course to take. In some cases,»

. -

the conventional system may be more desirable while in other cases,

the convenience may be best he said ' The study indicated however, L

o

that savings could accrue through use of convenience foods in that

“labour costs are generally reduced and employee productivity increased‘
Also, food costs may not be 1ncre9sed as” much as anticipated due to.
better portion control minimal left—overs, and less waste.

Smith' s study in Canada on the use of convenience foods concluded'

that the lack of demand for convenlence fOOdS in institutions was due ;f;v'j

: 1 "Hospital s Demand for Top Quality Meats Met by Pre—cooked
Frozens," Quick Frozen Foods, Vol. 35, August 1972, p. 49.

~

Peter Rainsford "Pre-Cooked Frozen Entrees : A Comparison of
‘ Reconstitution Techniques, The Cornel Hotel and Restaurant R
Administration Quarterly, Vol. 16, No.'1, May, 1975, pp. 64-69.

'
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' to the fact that the qualityfand taste of fresh foods had not been

do

’:‘f;incorporated into convenience foods, and that much of the demand for

;convenience foods came from institutions where theﬁ.captive audience

R

"ﬁpiare still requlred to prepare the foods.‘ The cost of convenience,"”

uan ideal situation would be a cost cut to 11 times that of raw
H_'1ngred1ents Smith argued that the most_important reasons for

i -'fconvenience foods not being used more by the food service industry

"aare quality, cost,’and varlety deficiencies.

ihere have been indicagions, however, that the use of convenience

PR

o The reasons given were that convenience foods cut cost and prevent '

’ chaos ‘1n the«kltchen- Directors who have switched to a frozen f

'convenience food concept said ‘the system minimized the 1nvestment in

equipment and requ1red little manpower.' In addition,‘the frozen hot

"lunches‘did prevent the problem of waste inherent in conventional

] Fodﬁ-Service'System'Operatfonsgff

vkltchen operations.a;

<:>L0Wrié1§f(l§7751ﬁfeliminary reporthon the‘proposed-AlbertauFood,_\';

v 1 Arthur. Smith \Food Industry in’ Canada--Meat Industry Report
(Toronto° Maclean—Hunter Publication 1972), p: 28

.a

2 Robert Peltz, 'Unlons Voice No Objection to Use of Frozen

Foods in Institutional Operations,"' ick Frozen Foods Vol. 34,
Qui O I

Jan. 1972, P. 53

_ ‘Small Day Care Centres Loom -as: Giant Market for Frozenﬂ
Prepared Lunches," gyick/Frozen Foods, Vol. 35, Dec.v1972,vpp, 31-36.

“

",

'~fjproducts is at present 24 times the cost of raw ingredients, whereas

frozen foodszas being adopted in 1n-off1ce and 1ndustrial cafeterias 2

'*nghu

had no choice but to accept the convenience foods provided.;f Smith 8 \fi“

‘v'freport also stated that "clalmed savings are 1llusory because people e

B



o P L, : i .
‘@Corporation supported Smith S\Opinion. -In his study, Lowrie compared :
’*a conventional kitchen operatioh managed by an institution with a

‘_ :private system of food service in which the planning, purchasing, and

; preparation of the food service in \ospitals was. contracted to a food

"‘V‘if,management company or centred 1n a c\mmissary. Lowrie used a budgeting ,1

4,lapproach among Alberta hospitals.v His\study showed an improvement in

“food serv1ce and cost for a- private oper tion over government owned andb_

O ;_ope'_‘_ra:t’eqﬂ_' kitchen \"fa‘cilitie‘s‘.’;;.-‘that,‘ is; inst} ‘tutional' | 3faddseirv1¢é ”pr‘c’wi&‘g‘a

'vfcent less than it would have lf the foods had

’fnvia the private caterers was estimated to co}t the government 24 3 per

'een purchased and e
v_prepared by the governmént institutions themsel es
A report similar to Lowrie s was given by Institutions/Volume

"»Feeding On the system of food s rv1ce in some schools in Pennsylvania,

- . .f\
|

:’.;fUnited States 2 The magazine reported the use of a central commissary
'lto prepare school children s meals instead of individual school

"fcafeterias A max1mum of 15 000 meals were prepared in the commissary;t;

l’pb:every day to be transported in bulk to 22 schools and 16 H ad Start

'Centres.ﬁ The system was reported to be offering every stude t in the

e

"'distrlct a tasty, nutritious, hot lunch every school day at r asonable’J
:icost It was also found to be efficient in reducing the rising food
ﬁcosts 1n that more students ate than before and they could be seji

by the Same number of employees.. It also-led to more participati n :

'by the students in school lunches._

! W W Lowrie, op. cit., P. 1 o o S :,: L s

o . Commissaries--Now Hot Lunch for All Kids at ‘Reading Schools,
' Institutions/Volume Feeding, Vol. 75;_Nov. 15, 1974, p. 35 e

o

@



‘ General Studies in Institutional Food Purchases 5

In 1972 the Agricultural Marketing Division of Alberta Department

»

of Agriculture conducted a food industry survey to determine what the‘j'
: food industry felt about certain commodities, and to learn how commodity

© and producer groups might provide better serVice, different packaging,

N

'f‘etc;l The Department 1tself was interested in finding out what products

could be improved and made more acceptable to industry. The survey

'\concluded that
o (a ) The quality of all products was good to excellent.;- 'fﬁsl"‘b :

Voo

A-'f(b) The supply of veal and lamb ‘was’ not suffic1ent to meet
-»‘;;i“lindustry demandﬁr_’l_‘_l‘ o il R

(b)' Seasonal shortages of choice cuts of beef increased prices
to the’ extent that substitute products were in demand R

(d)/ The packaging and delivery of meat supplies needed to be

improved ‘:‘.f.x .pbfl Co -f,' o 9“.h B :;:‘:'.;;fv
,(ej..Thereiwas ;itrehd in indQStry.todemandlmo;e:pgftibn‘éuts-,f
(f)i Better promotion of pork products should i‘?-r

Vg,

N

o acceptance. Dh}?iai

- l’(§>’ The same holds true for veal and lamb however,‘supplies
l must also be increased

IJTS The.l972 survey was followed up- by a similar one conducted by the

Nutrition and Food Marketing Section of Alberta Agriculture in 1974

: 1 Alberta Department of Agriculture, Report on Survey of Food
’Establishments (Edmonton, Alberta: Agricultural Marketing Division,
1972)-. ,

2 Alberta Agriculture, Report on Institutional Buying Patterns
and Marketing Channels (Edmonton, Alberta:. Nutrition and Food -
uMarketing Section, 1974) . v : . - '

.

-
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The scope of the 1974 survey was more Specific. The study ‘dealt with
the 1nstitutiona1 segment of the Alberta HRI trade. The survey sought
. [ .

‘ to determine what percentage of total institutional food purchases was
'produced in Alberta,‘and to evaluate the degree of knowledge about |
Alberta«processed food products and the general sophistication in the
ifood service industry; .The result showed that 98 per cent of" the totalv
. beef purchases by 1nstitutions surveyed was produced 1n Alberta, but
‘*-ionly 7 per cent of lamb purchases were Albertan, the rest came from é‘
New Zealand Alberta.pork was estlmated as 94 per cent of total
“:institutlonal purchases, while. Alberta-produced poultry accounted for -

h81 per cent of total purchases._ The use of convenience foods was
”,almost nil and large hospitals did not use portioned cuts of meats
While the reports lacked any‘economic analysis,'they did prov1de data -
on which to ‘base predlctions of food utilization in different types

of food operations. o [ f‘,:'lf ' ‘:: -

Y S

; : Ao economic analy81s of marketing potential for ‘milk products in
,h;institutional markets was done by Cropp,‘et al. in 1967 1 The study
hvestimated the total 1nstitutional market as" 4 per cent of total United
:States consumption of flu1d milk while sterilized mllk concentrate"

Y

accounted for about 18 5 per cent of total 1nstitutional demadﬁ

- ~

' Theoretical Aspects

This sectlon‘deals with the exposition of the economic theories

'which help in understanding the behaviour of buyers and sellers in :

_ 1 R Cropp, H. R qude, and T. Graf, Milk Consumption and Food
Patterns in Selected Eastern and Midwestern Institutions,: Marketing
‘Research Report No. 800 (Washington D.C. U.S. Department of
Agriculture,.1967) :
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. . y _ .
the institutional market when meats are purchased These concepts and

the analysis of purchasing behaviour may aid in explaining how the \‘

'”l,equilibrium point of exchange s determined with respect to prices, W

quantities of meats traded, and other non-price factors for various
‘ purchasing'methods The framework within which the theoretical

discussion proceeds is the Bainsian market structure model
‘ ) ‘

. The‘Bainsian~Market Structure Mode1l R

The Bainsian model assumes a deterministic sequential pattern

of reasoning Basically it involves the concept of structure, makes

—~

1nferences as to market coﬁﬁhct, and reaches contlusions on market

o performance. The major focus of this investigation however, is on

the second parameter,‘rll., market conduct as it relates to meat o
purcha81ng patterns. " Some empha81s,.however, is placed on dlscussions
of certain structural variables such as the number and relative size
of firms® whlch appear to play an important role in determining meat
purchasing patterns. .
fStructure

Bain defines market structure as’the organizational characteris-
thS of a market which determines ‘the relations of sellers in the
market to each other, of buyers in the market to each other, of the
sellers to the buyers, and of sellers established in the- market to

'other actual or potential suppliers of goods,. including potential new

firms which might enter the market. 2 Thus.market strucQure concerns

-

L Joe §. Bain, Industrial Organization (New York. John Wiley
and Sons, Inc., 1959), p. 7.

2 Ibid.
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'
these characteristics of the organization of a market which seem to
influence strategically the nature of competition and pricing within
the market. ’When analyzing market structure problems, major emphasis
is&generally placed on the- following strategic aspects:
1. .degree of seller or buyer concentration (number and size
i-ﬁof sellers) | |
2, degree of product differentiation°
3. -conditions of entry and exit,

X

The characteristics of market structure which are emph331zed in
this‘;tudy‘are. (1) the degree of seller (meat packers and processors)
ﬁconcentration-—described by the number pand size distrlbution of sellers
.‘1n the market (2) the degree of buyer (various institutions)
concentration-—described by the ‘number and size distribution of
bu%grs, (3) degree of product differentiation—-described .as -various
cuts each type of meat and food service systems like catering and

vending, and (4) entry barriers as may be instituted by the selling

policies of large packers. a

Conduct ' N "\\
Market conduct refers to the modes of behaviour exhibited by

.firms as they function within a market. Bain defines conduct as

Tl

‘concerning the composite qg acts, practices, and policies . « . used
in arriving at and 'in some way coordinating .« decisions as to
what prices to charge, what outputs to produce what selling cost to

incur what product designs to offer, and so forth "1 The character-

.istics of market conduct investigated in this study include

\

1 Joe St'Bain, op. cit., p. 266.

S
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.
(1) consumption and buying patterns of buyers, (2) competitive and
[
negotiative strategies of suppliers and purchasers of meats, and
(3) the pricing mechanisms of suppliers.

o

o : . .
Patterns of Conduct and Industry Structure

e

‘CaVes notes that economic theory tells one’that each ma jor

type of theoretical industry provides a different scope within which

3

firms may choose behavioura& patterns.1 _That is, the nature of
market,conduct is significantly affected by the structure of the //(/’\

industry (or»buying)grodp).z. Under pure competition, for examp]ﬁ’?:m

N\ e - . . *
where one fiﬁds low concentration, insignificant barriers to entry,

-~

and no produdt differentiation one also finds a limited spectrum of
conduct patterns. Priice 1is set by the maxket as a result of the
structure of the induStry.f A homoBeneous product makes product

differentiation difficult. Thus sales promotion and)advertising

’

pdlicies are insignificant. Within the perfectly competitive market

little can be done by the firm to influence prices, product design
. 4

or coor@inate seller activity. -

A f&%ther aspect of market conduct involves the type of

negotiative relations which apply between sellers and buyers.
)

Viewing pure competition, oligopoly, and monopoly as the three

feasible structural alternatives one can construct nine alternative

lwRichard Caves, American Industry Structure, .Conduct,
Performance (New Jersey: Prentice-Hall Inc., 3xd Edition, 1974),
p- 37 R

2 The diéEEEEIaﬁ ing paragraphs with regards

to competition and conduct patterns is couched in referedce to the
selling side«of a market. It also applies equally to. the buying
side. A , . S ‘

‘ % ' | L
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market structure combinations (Table 2.1) from which purchasing

behaviour in the,instftutional matke't éan be agalyzed.

-

Economic Models

y The ecenomic modei’s adopted in explatining the behavibur of
buyers and sellers in the institutional market are those of bilateral
oligopoly, and ‘the theory of "few ‘dominant firms with compgtitive -

fringe." The modgls'are chosen because they aid in depicting the
S . ‘ ‘

o ) v \ N o
~ ' The institutional market in Alberta'hasstwp\st;uctural patterns:

1. 4 pattern,consisting of a group of few large firms (packers -

4 . : Y
and processors) on the selling side of the market, and a

similarly few large institutions oh the buying side of the
market. This group controls a high proportionl of the meat
trade in the su yed institutions, and thgge groups“éppear .

to act as market leaders.

2. The second Structural pattern is that of a larger number of
, o

smaller packers and processors on the selling side, and a
similarly large number of smaller institutions on the buying

side of the market. These éfoups appear to act as market

followers in the 'institutional meat trade. ]

..

The first pdrt of this section reviews fhe major pehavioural

models that have been postulated to explain the behaviour of firms in

volume of meat purchased by the surveyed institutions were supplied
by the four largest firms, while the largest 13 of the 63 surveyed
'institutionsnpurchased an estimated 71.4 per cent of the total volume
of meats used (éﬁﬁenth“BZ). ‘ . s
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‘ fABLE 2.1
. u
NINE HYPOTHETICAL MARKET STRUCTURE COMBINATIONS
. <J E

o . EEEPEE
SN
B N . .

Py , R g
] 3 ’
Sellers ¢ s Buyers ,
(77? : - \
1. Pufé‘cﬁﬁpetition_? ‘7 Puré{competition ®
2 Pure competition Oligopsony
3. Pure competition B Monopsonds: '
4.“"Oligopoly bligopsony
5. Oligopoly , o ; Monopsony
6. Oligopoly . . Pure competition”
7.  Monopoly. L Monopsony
8.. .Manopoly . Pure competition
9.” Monopoly. : A Oligopsony
— e

Source: B. Gnauch, "An Economic Analysis of Market Conduct

in Five Agricultural Input Mdustries." Department

" of Agricultural Ecohomics,“University of Minnesota,
Minneapolis, 1968,

.

K4 B / =
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a Strucfﬁre of bilateral oligopoly Thé\second part provides ‘a

'theoretical discu§s10n which may aid in expla*ning conduct of buyers

2

i;in a market composed of a few dominant firmsl(or buyers) with a °

”competitive fringe of a larger number of smaller purchasers.‘ This

- ,case is probably the ‘most 1mportant 51Euation in the 1nstitutional

| N ' : o
v'market for meat in Alberta because many market conduct variables such

.as’ prices and product varieties are determ ned under conditions which

el
1

. ‘ o
'jﬂare neither atdmistic nor completely oligopolistic The third part

o,

“of this section is.devoted to the discussion of most common methods of

PUTChQSing meat by institutions.fq\' e

r

Theory of Bilateral Ollgopoly2 L. . R e
o Q 5 ; . - ) . P ’ R
Bilateral oligopoly refers to a, structural setting characterized
- 1 !

relatively f@h firms on the selling side and relatively few firms

¥ N

‘“5on the buy ng side of a market. The roblem can be interpreted as a'
, P

k3

negotiative process involving bargaining based on relative market

3 - n_’ o e : °
power. : - U
Bilateral monopolyais used as a diagrammatic schema for the

o

- 1llustration of bilateral oligopoly becadse the former is a manageable

"

theoretical model which contains negotiative relations which are

B 2 + .

4
relatively simple. Bglateral,monopoly i8 a market situation composed
Q : : o

1y

I William Fellner, Competition Among the Few : Oligopoly and v

Similar Market Structure (New York: A. A. Knopf 1949) p xi.

2 The following discussion relies ‘heavily on William: Fellner,

'T op. ‘Cdt., pp. 240-247;-and Tibor Scitovsky, Welfare and. Competition

(Chicago. Richard: A. Irwin Inc., 1951), pp- 416~422

3 Tibor[Scitovsky, op. cit., p. 419

4 William Fellner,.op. cit., p.,244.
L )



of one buyer and one seller.\ Graphical analy31s of bilateral oligopoly'
lS complex because of the multiplic1ty of pdssible demand, supply and
cost functions. Even in the simplest case, bilateral duopoly (a

market con51st1ng of two sellers and two buyers) there are a variety
, co / 0
of formal- models 1nvolv4ng differe?t behavioural assumptions. The

[0

‘o

v . follow1ng provides a graphical analysis of bilateral monopoly drawn :

from Fellneri1 ,b; o h ,iirﬁfgvv .

Figure 2. l showp four alternative situation results arising out O

of four different behavioural assumptions which ‘are. re}ated to ’-‘

]

o relative market power. The AC and MCS curves in Figure 2. 1 are the
seller's average and marginal cost functlons, respectively ‘The.
MC; curve is ‘also the seller s supply functlon and represents the

buyer's average cost, function. The MCB curve is marginal cost function‘ r

° - 2
°

of the buyer It is the marglnal cost of buying an additional pound

4 °

of meat. The A? and MRy curves are, respectively, the average and

q

marginal revenue functions of the Supplier. The MRéncurve is also the

Slmple monopolist VS. -price t

G

er monopsonist. If the seller
acts as a simﬁle monoporlst and the buyer is a price taker, then ‘the

seller fixes the price most favourable to him, The seller would

jﬁ' equate the MRB,curve of the buyer w1th his marginal cost function

3

. (MCg) because the MRB curve is marginal to the marginal revenue . (MRP )

Q

| or demand functions of’ the, buyer. The equllibrium price and quantity

would be.Pi, andoQ1 (Figure 2.1). B ' S _ : e

+

! Ibid., p. 244. o
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‘ - FIGURE 2.1: M,,odel for Bilateral Monopoly with Increasing Costs
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- t?{\ Source 4 ,:ﬂilliam Fellner, Competition Among the Few : Oligopoly
~. % . andSimilar Ma‘i:ket Structure (New York:, A. A. Knopf,
) 1949), p. 244 . i . :
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‘ffb Price taker monop;list vs. simple monopsonist.‘ Here the buyer is S

' f;&i assumed to be e simple mon0psonist and the seller a price taker. The
buyer, therefore would maximize profit by choosing the optimum price o
on the seller s supply function (MCS) Figure 2 1 He, the monOpolist :cfﬁg

".<i?would equate his MCB with the sellerhs marginal revenue function MRs-,

~

:’gThe buyer would, therefore, purchase.quantity Q& and pay the seller

' and seller equate the marginal cost function (MCS) with the marginal f:_;x

revenue function (MRS) The equilibrium quantity bought and sold B o
WOuld be Q3 but the price is indeterminatp It wohld however, félll'

between P3 and’ P4 The exact price would be determined through :

N
negotiation._ KR '

A

. o

Price taker monopolist VS, price ssker»monopsonist. This case_,_

- marginal cost. function MG) is- equated with the monopsonist s demand :

"‘ function (his marginal revenue product function) and equilibrium"

price—quantity combination is determined by their 1ntersection,

i e., Q3 5. . This assumed behaviour achieves a result equivalent to

pure competition.: That is, a solution where supply equals demand. o .
u!?. »

' This SOlution is highly improbable because it assumes that buyers and

’ sellers will not learn through experience that each has a false idea

[N

‘ ' 1
as to- the- other s relative market power.

[}

; Fellner also argue§ thatqbilateral monopoly is a manageable fff" v '

T

v big ol 242,
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et

: _ ey
o 'theoretical model because it contaiﬁs only negotiatize relations which L

.

xpands this model

ks il

o 1 - " ;
':vwithin themselves are relatively simple - :When one‘

’;;to consider even the simplest case of bilateral oligopoly the: negotia— if;a

)

0‘.

-”tive relations not only become more complex but in addition one

incurs equally complex types of competitive relations.- Consideration S

r‘or five sellers confront

“Qf an expanded market setting where fo

";fhfd‘,four or five buyers further expands negotiative and competitive

'difrelations._ Selling firms must not only learn how rivals respond to

1i/ff,“ﬂjthe1r and‘other firm s policy changes but Vin addition, must acquire,ﬂ’

"';knowledge of the market 8 competitive and negotiative strategies.?,“:.m'.‘“"

‘d”]rModel of Dominant Firms with a’ Competifive Fringe

't”‘ . : K

""This model is alleged to describe behaviour in industries: -

d'“_having one or a few largehfirms and a number of smaller ones "2 The

"institutional meat indust% n. Alberta appears to approximate a

iprototype for the model in»terms of market structure market sharing,
A ® _

‘Wfdprice and non—price competition, and other lgaﬁned behavioural -
. » s A g@&‘

The larger firms in the model are usually assumed to be leaders ffc

_ : ;3vi
, response.'

inn thé market while the competitive fringe of a large number of

-

'l?smaller firms are assumed followers The basic operating assumption

. ":“. Cop

v 2 Kalman J Cohen and Richard M. Cyert, Theory of the Firm,-
"(Englewood Cliffs, New Jersey. ’Prentice—Hall Inc., 2nd-. Edition,
1975), p.‘245 IRV P S ¢A Pl S e iR

- 5

Structure marketrshare and competitive strategies of
“ybuyers and sellers in ‘the institutiqnal market ‘are. discussed in'
' .Chapters IV and V. For an outline of this model, see F, M, Scherer, L
4-.}Industrial Market Structure and Economic: Performance (Chicago. Rand
. McNally College Publishing Company, 1970) pp. 164 165. T

, : - _ - . :
N R _ : o /

W



‘_u‘dominant firm sells the rest.jﬁ;pbﬂnbﬁ

"ﬁg5j§he firms is DD The supply curve for all members of the competitive ;hﬂ.

V"ffringe together is S S GBD is the dominant firm s demand curve,‘wfjihf-h?

vj;prices 08

vuifl;itself and no output will be supplied by the fringe members (because

o sell OX PZ units while the competitive fringe firms produce and sell_ S

‘ZA PT units.:f_i;}v Ty

43

The behaviour of firms in thlS market setting is illustrated

Vi

'“»dgln Figure 2 2 drawn frqm Scherer.g, The market demand curve for all

“'dfGMR its marginalyrevenue curve and MC its marginal cost curve. At

lrand lower, the dominant firm has the entire market to L

_price 1s less than the minimum average variable cost of every fringe
Qproducer) At griceVOG the competitive fringe supplies all the ogtpu ,_f k

.'the market will absorb at that price, while no residual demand is left

( .

wiover for the dominant firm Intermediate quantities of fringe supply

are thus called forth at prices between OSV and OG The dominant

firm therefore, eit er equates its MR and MC to establish the price oP,"

or it arbitrarily 8e s the price abﬁgP or any other level between OS1

_;and OG l At price OP for example, the dominant flrm will produce and

s

EA AR

LR e
e

tsomei$hortc0mings_of:the"Ahalvsis.V

There are weaknesses to the foregoing analysis.‘ The features of

5dynamic analysis, joint or. interdependent demand, supPlY and cost bfﬂ*“

~ ~-
- e

L. Kalman J Cohen and Richard M. Cyert, op.. cit., p.- 245. i
z F "M, Schere p. cit., p 5
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Company, 1970), p.ﬂllv e ¢




v‘fSpotuBuyingil.ﬁ

functions are not fully considered " The effect of vertical integratio

Tifany price reduction secured by strong buyers 14;’!2;7T7}uaf J'y‘i,'

‘I:methods are spqt_buying,_open—bid'buy ng, ang
SN

fd The methods are described below..g_u.ft L

:iv (;

hY

.‘.zon the supplying firmd is not considered also.‘ Perhaps an- important

=7’weakness of the models used is their failure to determine how to dé/l

1

“~with the existence of circular interdependence (1nter—f1rm competition)

‘frelationships.‘ The analysis does not deal with the distribution of

"\;jif; ;Methods'of'PurchasinngeatV‘f

Figure 2 3 shows various methods of purchasing meats in the food~ ”f
Hfi service industry which have been outlined by Berberoglu and Kotschevar..
'f This study suggests however,,three of these methods were most

":;frequently used by the institutions surveyed These mqst prevalent :

;

Spot buying is used when institutions;buy their meats on sight

"5"°from route salesmen,_or at. the local supermarket or meat purveyor.';j‘””

%iIt is frequently used by small institutions who have little need fori;

EN

B ”frequent volume buying, but buy only according to immediate demands.;o

e

ong buyers are .
prices.
Ecoromic

See: F M. Scherer, Industrial Market - Structure an

Performance (Chicago, I1l.: Rand McNally College’ Publishing Company,

1970), p. 250." But in: captive institutions such as those considered

‘ fin this study, such a/criticism may not ‘be tenable.~

B 4 A criticism of ‘the countervailing power thesis is that there
‘ jisyﬁo guarantee that price’ reductions’ secured by.s :
'fpassed down to" consumers ‘in- the: form of lower ret:

'and the possible extent of action parameters involved in negotiative f:"v

an

R

R 4

dh‘The purchases are made usually by placing orders through the telephone, :b
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(Burlington, Ontario: (Canadian Business Services Ltd. ,

- 1976y p. 95 amd T T T I
Lendal H. Kotschevar, Quantity Food Purchasing (New York:

. -John Wiley and Sons, Inc.,. 2nd "editipn‘,.'l'9-75')‘-, pPp. 32-33,
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~or visiting the.placeewhere the-meat is sold.
' | The merchandise is ihspected the price is agreed’upon -and the;
vtransaction takes place The purchases are made on terms (quality,
’-”price delivery, service) viewed advantageous to the buyer., This:
; typ& of buying is sim 1ar to household buying at the'retail{super—
market except that larger quantities may be purchased _ Prices at

which meats are bought under this method are . often the same as the

daily retail prices of meats.; B

. Tender and Bid Buying,Method _.fV*'. R : ,‘“'."..1:bv: {-?

TS

In this method of buying (as in the negotiative method discussed "

B

later in this section) the emphasis is on 'a form of procurement.
The process of tender and bid entails economic manoeuvres, strategies
. and/or rivalry among many meat suppliers for common objectives. It

o is the endeavour of one to gain what another endeavours to gain“at

the same time.’ Within the concept of the’market it refers to the

relationships between sellers as they try to secure product outlets

RV

' and/or buyers as they try to secure 4 source of inputs or products.
This method of buying is different from spot buying in that the i

procedure is highly formal Institutional buyers under the tender and

bid process_\nvite suppliers to make\ef _fv.or to submit tenders on

'

orders Tn whieh the purchasers set forth rather rigid specifications.
Specifications incldde such things ‘as grade weight and terms of
v delivery. Sale by specification normally carries the agreement or

',understanding that'any product’ which does not meet the specifications

1 Phillip Kotler Marketing agement—eanalysis;'Planning,.and
Control (Englewood Cliffs, New Jersey. ‘Prentice-Hall, Inc., 1976),.
114, - . / e v

{
{
o
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upon delivery may be rejected by the purchaser.
Upon receipt of offers from several prospective suppliers, the

w"purchaser cOmpares offering prices.\ Other things being equal, the

"f

lowest bids (prices) are accepted.1 The ‘reason is that since there

 is an- established/standardized grade for different types of meat

-

(especially homogeneous products like whole carcass), it becomes !

X

‘ naturally economical to buy from theMEGWest bidder.‘ Institutions that

‘do not buy whole carcasses but buy*differentiated products such as

. '81des loins, quarters, or portioned cuts according to specifications
. ‘ "
peculiar to each institution may not necessarily buy from the lowest

“‘ bidder unless the quality specification requirements are met. These

[

‘institutions are ready to pdy the higher price differentials for theﬂ'

required quality.,

§ -

Analy51s of Tender and Bid Buying Operations

This section deals with a graphical ilrustration of a merchan-
dizing procedure which involves the tender and bid buying method The

, )
- "illustration is intended to explain competitive manoeuvres between a

group of sellers acting independently tQ secure the’ custom of a buyer

o

in a market setting which closely approximates perfect competition.
The competitive manoeuvres involve successive Open bids om prices,
or offers of favourable non-price terms by meat suppliers -to

- tF

.institutibnal buyers. B rmg“\

—

) The lowest bidders do not necessarily secure the contracts
except where products are homogeneous. Where differentiated meat

~ products are demanded; advantages derived from- higher quality meats

. may well outweigh the higher price di%ferentials charged by the
contract winner. . . - .

%

N o o e ‘b\‘w

-

@
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. ‘ ki . -
B

. The problém of éxchangein.aq~openfbidAbuying>operation between

Y

) . Walter Nicholson, Microeconomic Theory--Basic Prihéiples and
Extensions (Hinsdale, I1linois: The. Dryden Presg Inc., 1972), p. 519,
\ " s, .

2 This(distussion,is based on the work of Tibbr_Séicovsky,‘v Sy
Welfare ang Competition (Chicago: Richard D. Irwin Inc., 1962), v e
P PP. 414-427 . : : :
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behavioural patterns existing between big buyers and seBiers w1th1n

’ . ’

point H neither party can improve his position except at the expense

h .
of the other. Hence, when buying takes place under the competitive
~ v ] ' .

oA
B

bid process, market price.paid by the buyer will equal or appnoximate

Y

the purely‘competftive "price.1

9 ’ . 4

Negotiative Buying or Bargaining Method

section a formalized analys{s of a different type of

.bargaini g behaviour which appears relevant to some section& of the

b *
stitu ional meat market, ig presenﬁed The analysis is intended to
give a picture of the kind of, negotiations which take place between
/

the relatively émall numbers of meat packers and the larger purchasing

1nst1tutions~/énd to present a conceptualization of the bargaining
—

process which takes place between the two sides in an exchange -

©

¢

process. . \

Baslcally, negotiation is the act of bargaining or thev
. (t ‘.

reconciliation of opposing positio?fg with the objective of coming to
. L}

an agreement.u As it applies to this investigation, it relates to the

- the institutional market.

W C
® /\ .
In negotiative buying the purchasing manager 'works with one or

a few suppliers and directly negotiates a ‘contract with one of them |

covering the project and terms. It is assumed that one seller

~
negotiates separately with a buyer in a market setting which does not
3 \‘ *

involve a bidding process. Contracts have many variations such as

1 Ibid., p. 416.

=
h)

-/



oy 2 ‘.._

» -

o -

costeplus pricing, fixed—pric‘ing;.'and_'fixed'_‘price'--and—incentiye}l dlf

A ",’,"7 . . ‘ . NY Lo .
14 P

A S )
Characteristics of the Nggptiative Buying Method : ,5;.' ‘y SRR

hfypl Negotiative buying is a less formal method of buying meat than _2'

! the tender and bid It ig also different from the latter in that s

\ﬁ‘ other fa‘tors besides the price of the product become very important - “gf
in meat purch351ng Negotiated buying is employed by institutionSvd'v

: where the quantity and price of ‘the meat over a period of time are -

i’ =

»

contracted It becomes a- favourite tool when seasonally limited food

products tailored to. the needs of the food operator are required In

~
K

' bhat condition the contract requires that the instltutional buyer L

receives flrst ch01ce in purchase of the specified type of meats 2 S

It can be a flex1ble purchasing tool for quick dec1sion action in“‘
- Y< S a fluctuating market. v a S A
500 ' . \

\1 G Tablev2 1 shows nine alternamive market structure combinatiqnf -

bonduct_arising out of negotiations can be hlghly influenced by the~

' rela\ive power of the buyers and 'sellers. In the nine hypothetical

o . k]

market structures listed in Table 2.1 it is combinations 4, 5 7,

Bl

and 9 Whlch give rise to the most complex negotiative relationships.‘

y

‘Theory1of,Bargaining,pr'Negotiation o s

. - e o I .- ,v . e ; . . . . ’ 9 |
D The best known discussion relating market power on the buyer s/

51de 0 market power on the supplier s side is Galbraith 8 theory of

S SRR ' v ' N . o e
- b . : AN
T Lp. Kotler, op. cit., p. 115." - - | .
2
e Agricultural Economics

- +

G. R. Winter, Conduct in Canadian Food Marketing (Ottawasr
search Council of Canada, 1969), p. 146.




ﬂb,~but countervailing power exercisedcby sd
| <that a systematic propens1ty for power' (u ers;;sidefemergesx

. whenever power.exists on the sellers side'if;”'“”;'ff"

,manufacturer at considerably lower prices.

)

.’*;ﬂcountervailing'power;lf Galbraith argues that the force compelllng
sellers to conform to consumer wants and to hold prices near cost is :f

'1not the 1nter—seller competition traditionally stressed by economists, .
. o

%, @v‘\ ‘_‘ “ v

v

.

.*;;. Power on ‘one side of a market creates both the need for,wfl

;} and the prospect of reward to “the exercise of countervailing
power from the. other side; 2 _The first begets the second.
.+« Retaillers are required by their situation- toxdevelop
évcountervalling pOWer on .the corisumer's - behalf : .'
end-6f virtually every channel by which consumers ‘goods reach
“the public there is, in practice, a’ layer of powerful buyers.2

‘ Berberoglu3‘expressed the existence of countervalling power in

'the HRI trade where big 1nstitutional buyers tend Lo negate the :

.,/‘

’powers of OllgOpOllSt food suppliers. He asserted that "large i- 4

companies dealing with big quantities have a 51zeable purchasing power

and can dictate prices, whereas small establishments are deprived of

this advantage," and that "another way of purchasing has evolved ,/

‘At che.,ijﬁt;ﬂ‘

lately, whereby large hospitals combine their orders and buy from the -

oY

’

As a rule where countervailing ppwer is exercised, such as el

V

»between two monopolists or oligopolies, the terms of contract are

settled by bargaining or negotiation Bargaining between two e‘, S

v}

SN Lot

J. K. _Galbradth, American Capitalism : The Concept of- COunter-i:”'

vailing Power (Bosron. Houghton Mifflin, Rev. Edition, 1956)
. » vl W

2 Ibid., pp. 111, 113, 120. o L

3 H. Berberoglu Restauranteurs and Hoteliers Purchasing Book

V(Burlington Ontario. Canadian Business SerVices Ltd » 1976).

“ Ibid., w3, 1.

@ -

3
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-[;”~4following Figure 2 5. . Bargalnlng will take place between points N

54

o oligopolies or monOpolists qan also be #fqustrated with the use of

'f‘indifference maps ‘as’ was illustrated by Scitﬂvsky and repeated in the ;jf

K :i

'%f“ande Point M is where the buyer s price-consumption curve touches

KN K o “.:

'the seller s hlghest 1nd1fference curve 2 The seller being a
’ : u‘ “ ' ( '<

monopolis:for oligopolist_onwhis side of the market w1ll set price Ps

i

'f;"and get to M, Point N lS where the seller s price—offer curvq reaches ;

i f' ‘.,' : \{

‘”i.ifthe buyer s highest indifference curve, and the buyer w111 set prlceuPb

VI
-

Qto get to N. ThuS trade w1ll take place at some point on the prlce— .

kconSumption and prlce—offer curves that lie between p01nts M and N.wni.

;” a )  ” S
}When the tw0 parties have almost equal bargaining poWer, trade will

take place at a price very close to. the perfectly competitive price

Scitovsky (without empirical c0ntent) argued however, that if :

.

: bargaining results in a price agreement only, the quantity of goods'

.actually;bought,dhd sold will be different from the quantities desired

o

'for exchange by‘the parties, thus Opening room for rounds of
negotlations.?v Quantity traded willﬁge equal to what it would have ;§$ .

been had the same price been set unilaterally by‘one of the parties.'

°

fcompetitive price,_ﬁfﬁf' ' f"- . 1:WL“ ™
2. bargaining is concerned with bdth price and quantlty

_eXChanged R ' ‘;?* o \»yf

&

Tibor Scitovsky,, op. c1t., pp 4f6—419.4. o _;_ o
. . R .

2 Highe t, that ie, -of all the indifference curves with which
the buyer s p ice-consumpt;on curve comes An contact. -

3 Tibor Scitoysky,n_p cit., p. 418

v



:mﬂ.u.,v.oﬁ ‘UTMIT @ PABYITY

.mmcmaoxm MEHNH

.».

ﬁcmauumﬂﬁ

HﬁH .owmuacov coHUAumeoo vcm Qume 3..mxm>0uﬂum uonﬂh _.munsov

PAIND
QOA#@ESwﬁou‘

b

; ( b
' : i .
- ) { H
X
. jeaw jo
qT 1d
! - N °0T1g
‘H " ) / |
0 . N
A - : - \ls
; o : . . . .

N



e
KR

X3

Quantlty agreemgﬂts thus become essential to the stabillty of

1 "

'fii’vprice agreements,‘?Bargaining that 1nvolves price and quantity tends

"“».;fconcerned therefore, results of negotlations between two oligopolies

“5to lead to a stable agreement, and the terms can be represented on

t}{the contract curve as H (Flgure 2. 5) As far as efficiency is c;L;




- CHAPTER ]’.II
GENERAL METHODOLOGICAL PROCEDURE E

Te

'”vf.;j‘?f‘ In this chapter the methodolog}cal procedure adOpted for 4f,ﬂ”

: ”ifthe observation descriptlon and classification of the facts needed

';'-;*for the study is conducted Also discussed are the sources of

'“=fj:procedures as well as the types and quantities of foods included on the 1ffp

P

Tflfobta;ning lnformation for the study is presented A discussion of

s

‘»‘v b

wglnformation method of data anarysis,_the statistical methods usedff?f“ o

':%for the treatment of data for each objective, and 1imitations ofHR

?zfthe methodological procedure.fif:~ﬂh:ﬂ ?;tfsf'fﬂcpfj;:-hpﬁt;3wwﬁhifgf;,hdﬁ

1;f;Co1lection PrOCedureFJ

- AThe Sample e o ’ L

Information about the institutional meat purchase pattern in}' ;a;*'7'

.

L : : c . o
fagEdmonton and suburbs was obtained from a stratified random samplel of

flinstitutions in the study area‘\\The stratification was based -on,

fassumptions from previous research, and preﬁiminary personal discussion R
'*fW1th knowledgeable people in the institutional trade.,“-~; =.'ri\ :'V

[

- Previous studies have indicated that the_size of an institution

b

z.might have some influence on theffood procurement policies and

)Gmenu.-‘ Methods of food procurement differ with the size of the food

S b First the population was stratified Then samples were taken -
'randoml from each stratum that is large.in size using a: table of

random” samples. In cases where stratum'size is small all institutions';;ﬂja
in the stratum were sampled : : : R

-2 M M. Mertens and B. Donaldsgn, "Factors Affecting Main?Dish
‘Menu Variety An Wisconsin School Lunch Programs,' Journal of. Home -
Economics, Vol 56, No 6, 1964, pp. 411—412.,':-,;_iupaﬂ.,a.n T




b“bperation.‘ In most cases the 1arge;~size operations have a structured
iiqsystem for purchasing food They have greater opportunities for
v:hobtaining the quality and the quantity of food needs by buying from 1“

: larger s?"NQErs. Mertens and Donaldson observed that when foods

{

were purchased from a: 1ocal retailer for school lunch programs in c,fi o

h a/Wisconsin, variety On the main dish items was limited

\

Another factor used to determine stratification of the institution'”w
*"fsfffiﬁaé the;food utilization pattern of the institution, i e., the purposel]*u
| .fo_fwhich foods are demanded Somd institutions haVe meal pattern S
requirements forgnutritionallyqadequate meals at a specified portion'
t,ﬁfﬂsize and cost for patients under care.invvarious.sex—age groupsvl

Examples are hospitals and relatgd institutions. Some institutions

G

buy meats mainly for 1unch meals and for 1nstructional purposes (e g

.,,-

schools and colleges and day—care centres), while some operate to ££f~7*'”

provide foods for the needy Examples are Welfare homes and

;Q" institutions. fjﬁu'qlipjl“ Ni;ﬂ”’Iﬁhf’7 t‘-j"f‘-f_fﬁffi“hfflf‘»ﬁ”'ﬂﬁifwj,vf

: themselves. In.total 63 institution? were interviewed.s

: for Differen
L pp.;104-107




,;@.After the interviewso representatives of the 1nstitutions and meat“’

4'**7.averages of prices per pound of similar products., ?’

1

- ol c 1;

o ;benchma{ﬂs institutions were d‘neated in the City of Edmonton._ At

fthis preliminary stage of fact finding, interviews with senior rep—

3

[‘resentatives of the institutions, administrators, chefs, purchasing

e

"_managers, dietitians, cooks, or persons of similar capacity, were o

‘conducted in order to obtain as much first hand information .as.

ﬂpossible.p A questionnaire to be used for personal interviews was ;;_,
. . \' ‘_ . R . ‘|‘A L .
”‘devefdped (Appendix Al);' A‘pilot test of the questionnaire was‘}‘

2 bgé‘»‘ o

L conducted with some institutions to determine whether or not the

7“questionnaire met the needs of the study When the pilot tests

: g"suggested certain improvements c0uld be made on’ the questionnaire,'

N lzthe questionnaire was-revised (Appendix A2)

Although questionn ires were used, interv1ews were on a dis-ﬁn

,—4 .
K

“ffcu551on basis : Open—ended questions were fully utilized to encourage AR

"iffthe interviewee to express his opinion fully and to provide him with

-f‘the opportunity to support nis statements.; The open—ended questions'

<

:'were particularly useful where queStions would have been difficult to S

‘\:7. Ly

. ,jask on a. mail questionnaire, and where omissions in a mail question-:h_

’;y naire~would have been difficult to interpret and the causes and reasons_ o

'/

ff$for the respondent s actions or attitudes could not have been obtained

.ntyvpacking industry ﬁere asked to substantiate their views by filling out

'}nthe questionnaires 80 points WOuld be fully discussed before being

»considered for inclusion in the study. In some cases, institutions

" N

‘iilcould.not make available prices and quanﬁity data for every product. L

.In Such instances missing values (especially prices)\were imputed using'hv

°’

e




The Data - d
The data used for this- research are of tWO kinds.. primary data .
‘ and secondary data.‘ The nature of each of these tWO types of data is

i given below.-

'ZThe Primary Data -."‘{f_'h_,.;»i iyifﬁbsrd-:;f.,hdt»bhjdh.i

The primary data consist of all figures, percentages, quantities‘,

"‘and prices of meats used in institutions. These data Were obtained .‘hb

"'f,from the institutions during the survey. The meat suppliers reSponses-

-

'Jf?to interviews and questionnaires comprise,another type of prlmary data.h‘;bf
;f;Primary data are mostly used in this study.; fd o

[

‘rThe Secondary Data

Published annual reports by the Alberta Hospital Serv1ces ;:j;‘

'*Commission and the Alberta Social Seibices and Community Health

’_‘constitute one type of secondary data. The Agricultural Processing

Jg‘and Manufacturing Guide, published by the Statistics Division of

' Alberta Agriculture, and Canada S Ho_pitali‘y Business--The Fact File, j'-

»

: fdpublished by the Foodservice and Hospitality magazine, are another g 4&@%

v :type of secondary data,, Published studies and texts and unpublished C
”dissertations and theses dealing with food service in institutions are’

f:also used as sec0ndary data. ”'.'h;j;}*f'

PN

-Criteria for the Admissibility of the Data _wgﬁ_', . t ﬂ@g“ﬁfly

| 'iﬂ For the data to be pertinent to the theme of thisxgtudy, only the

,_data on institutions which are essentially sup orti e or whi




‘without the primary motive of. generating a profit are used 'This_is‘-

done. to eliminate eating places like private clubs hotels, restaurants,‘

etc.  Also, only data from institutions which have a residence

"prpulation of at least 10 pe0p1e and which serve meats are used in the

‘;_ proportion of total institution 'S supply,

y :

“: study to av01d muddling w1th household meat purchasing habits._'

- AN RN

"1;?&6

__Type of Data Collected

’JThevdata~collected for'this'research'areif,

T 1 thet uantity of meat that goes to the surveyed institutions

kin Central Alberta in a month, the dlfferent types of meat

()

’cutS, and the various forms in which meats are traded
fifé:’ whether in whole carcasses or‘halves:‘sldes,‘ﬂ
fquarters, portioned cuts, or cOnvenient pre-cooked forms'
k.ZQ,lthe prOportion of total meat bought by surveyed institutions
that is accounted for by each typé of meat or meat cuts, and ,—;—7

ggudthe factors which influence surveyed institutions purchase fﬁf

of the types of meat they buy |

: Information was also obtained on the supply 81de.. It was
,;;necessary to know institutions source of supply (either domestic or

. . l\ .
1foreign), the reason for choosing the'sources of supply, import

°

"’"

, ic1ng mechanism?q

hused in- the institutional market.‘ Data and information were also
i . Sl e : :
' obtained on monthly prices of various cuts of meats, the number of hot

‘,meals served in each institution per week, population (i e.,inumber of
‘people served in each institution),'and the nature of competition

,_(whether price or non—price) in the institutional meat market.

/




Fjg iy

°‘Classification of.Datai - ‘ ) o ‘ 1

Data and information are thus collected and tested on. the basis

RY

R of size and utilization pattern or type-of institution beéause of the-

P

differences in these factors with regards to the various institutions.

-

1“However, much of the data are analyzed on the basis of all insti~
tutions’ together. This is done when institutiOnal size or type is not .
:relevant for analysis or when grand totals and averages are important.

’Also, in certain instances, lack of reported data for certain insti-
. :

tutional sizes and types does makejthe analysis of little relevance

".

et

by size or typel

'Slze Distribution Characteristics of the’ Institutions‘

To provide a structure’for representing the population, the
63 institutions surveyed ‘were classified according to. size and
utilization pattern or ‘type (Tables 3.1 and 3. 2) ' Size of insti tion
is related to the average total number of meat meals served to patients
':or students, personnel and guests per day. The institutIZES were
:Aclassified into four size categories, viz., 199 and under, 200 to: 399
‘stO to 799, and 800 and over., Number of meat meals served per day
. per 1nstitution provides the. best measure of food service capacities
';of various institutions.1 - |

The average size of institutions within each institutional type T

_ is given in Table 3. 2.‘ The 1argest institutions predominate ~among the

SR 1 R.- Cropp, Economic Analysis of Marke ing Potential for .
Sterilized Milk Concentrate ir Institutional Markets (Madisen,
Wisconsin: Department of ‘Agricultural Economics, University of

Wisconsin, 1968), p. 35




TABLE 3.1 "
CLASSIFICATION OF INSTITUTIONS B
) AND SAMPLE SIZES . .. e
, ‘ 5 ,
e : /éamnﬁéih Percent of
R S . . ~Size  Population
Type of Insgi;ution . . ‘Population- Surveyed Surveyed
v Hospitals and Nursing Homes " S35 28°%, " 80 .
T : A » T _ oy . ,
Universities andeoileges‘ ) ‘ ’ 7 5 iR 71.4"
Schoolé and Day-Care Centres 159 . 10 ‘ 6.25
‘Welfare Homes and Institutions | .20 o 13 65
‘Penal Institutions 2 2 100
. Defence Centres ‘ ‘ o R T ‘ 1 - 100
++ In-Plant/In-Office Cafeteria '“ Unknown1 ' ‘42'
Totalr" - , | - 12244 Unknown 63 !
- ] et e

The actual Population of the in-plant/in-office cafeterias
(usually operated by the. food management companies);was not made
available. - owever ;—information on cafeterias operated by the CNIB
in the study|region was provided by the management without naming
which cafeterias. » g B T

? One of these: four institutions represenés anféggregatendf

17‘@n—plan;/in—off@ée cafeferias'serqu by the. .food management
company in the study area: e G 4 . ‘

¥ .

———4—~——Seufee=i—kpp‘enﬁi"x BT._.‘ . ) ) S ' o
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hospitals, the univeréities and colléges, the Defence Centre, and the

penal institutions which. serve over 800 meat plates per day. The

I "

smallest insté*utionsgpredominate among the Welfare and Social Service

A

-institﬁtions, schools and day-care centres, and in—plant/in—office
‘cafeterias. The size distribution of all the institutions was found

to be positively skewed, The Pearsonian Caefficient ofokewness had
: Pt . - .
b a value of’ 1.92.1‘ In terms of the quumber of meat plates served per
. 7 , 4

insﬁitution per day, the mear value for ail €3 ‘institutions’ samﬁled y
(0

was 655, the median 213, and the mode 300, Almost‘44 per cent (i e., 28)
" of the 63 institutions served between 1 and 199 plates per day. Insti- -
. tutions terving 200 399 meat meals per day (if e., 15 of 63) constituted
N I
J abOut 2; perycﬁnt (23 8 peﬁ cent), while the rest, the two largest size
L .,

classes, constituted 31.7 per, cent of all. institutions Surveyed

] T * -
“Mf" Tyge?of'lmstitution According to Meat Utilization Patternﬂ o .
o Ten u,: L8 m_' Q”" \\ ad " . >
‘-',; ?%},”H The criterIOn used in the classification of institutions according
K e * ,.

J R .to type follqws the conventional cla531fication.adgpted by the American

'ufai a " lv x

o ] 4 - xu
L _‘”* u, 8 " ¢

..+ classification is showntin Figure 3.1, . - SN

and the Canadian foodservice industry 2 ;A schematic diagram of the

3 ‘»

(a)“ &nstitutions which serve as centres of higher education, i e.,

R !
. N t N
.4‘ ve

"3_ . 1 ﬁostssecondary institutions which have boarders were ranked

e I

R " i % . - o
&t . "; . . . o
i et '\" . . . 3 ’

a4 K -
AL . ° ) 2 4
= W ¢

. L 1 Ihe Pearsonian Coefficient of Skewness is calculated as
o follows. " 2.
a 3(mean - median) 3(655. 35 - 213) .
LA Sk = = = 1.92
Standard Deviation ) 690.98

' See Johw E. Freund, Modern Elementary Statistics (Eng_eWdiﬁglifia, B
_i_iee_#Nemeersey*—*Prentice*HaII*‘Inc v, 4th Edition, 1973), P 81., w

"R

K

2 United States Department of Agriculture, Statistical Bulletin
. No. 476, 1974, p. 89; and Food Service and Hospitality Magazine——The
Fact File, 2nd Edition, 1977

-2
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together. It is assumed that meats or beefedemanded in these ff“v”; &
A ‘ 1nstitutions are used for similar purposes—-for food and for - n;gﬂjﬁ
;- ;;;l 1nstructional purposes. Hence hniversities and colleges farm :“fffli
g an institutioﬁ type.s In Alberta in 1973 54 000 students
ny; : ,‘enrolled in this category o% institution (Table 3 3),*
a
sl ‘_ gr‘adeeand high schools1 wnile 14 government—owued dq,y-care
R Y* centres operated in the City of Edmonton in 19?7.2_:t»”:;5*”f

Le ‘_‘v' .

(c) ‘ Health requirements are an impirtant ffnsideration in classifying,f..




' Ihcludes collegea affiliated‘and recognizedAas'uniVerﬁg y .
vel_education, such .as; Colleg -8t Jean in Edmonton :

'u'fe'fﬁ

Th” c¢ rses offered rangedefrom56 -8 weeké. =

vstudents'en ”lledydid not.. exceed 1; OOO at. any;one ;1me.

1 73;Annu"1£Repart for Advanced Educatiqn.,

one. meal pet: day,
. € 'aten at: home; :fig
af} w ‘ere not avail ble)




" Fercentige

Alberta Hospital ervice‘s Commission, Annual’ Report for thef"___‘
_Year Ended: December 3lst; 1975, (Edmonton, Alberta. '.ﬁ;fAlbert‘a:"‘ ‘
}}(ospital ervice Commission )5 :
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o TABLE 13“.5“‘;'_ e

J 5¢ﬁT DECEMBER 31 1975?’"“

. ; P ' sl ﬂPercentage
-,Hospiﬁalsz‘.‘_j f"”f. “‘[‘ Ls FqN Bedyy of__eds

“the' Year- Ended ‘Decdembe 3lst;
Alberta H spitaIJSerVibes”' 1




. Meal S
Requirement _ "
per Day s

PIREIOa -_: e ‘;.vw “" BB . R | \ 3 o .,
Penal System t." Capacit‘& Male “Fem‘ai"le‘_;‘ Totall,

.“Food Corpofétion (Edmonton;sv-*
tatistics?Branch *Alber“




: ‘-;‘Qdifficult to determine if all data reportgd"

‘ of some conscious or unconscious prejudice on the part of the respond—

Y

ﬁgvents or" on the part of thoee making the’survey.d It 1s therefore

A,

Fr

,’jreepondents are. accurate.

»‘.

' :jﬁThis is due to the fact that similar data have never before been ﬁ

‘1\,

complete records make%

: »

,price per pound of meats ofvv

ﬁsimi ar: ‘roducts in some instances. Imputed average‘prices per pound

f§%¥ﬁo a}ld'"

'"»7Even thOugh biae, whether'consc1ous orvunconscious,




: appropriate to suggest that : e results obtainable -on the study have ‘1/‘

Sufficient merit and potential for understanding institutional

purchasing characteristics for meats in Alberta,(and to constitute a; »

base for further studies.‘ The need for further studies is occasioned

R

by the fact that this study represents a’ pioneering effort in this

.3 type of markgt&in_Canada, and therefore there is al need to verify if

.



:‘ ANOVA is a statistic that allows a partition of the total
.i variance 82 in a group of’ scores or observations into some different ,‘
} identifiable sources such as° (a) different experimental treatments,
(b) diffprent idenmifiable subject characteristics, and (c) unidenti—
“?fiable subject cbarecteristics.lh For example, one might feel that the

j;quantity of meat bought by an institution is dependent on the type of SR

\

‘bmeat on the type of institution,vor on’ some other unidentifiable(r

gjfactor

Lﬁif'(fThe Model d"'

The mathematical‘statement of the two~way classification‘“ o

;randomised block design (ANOVA) is stated as’ f.ollows'2 S R Sy

Xij =+ ai + Bj * gij, i -1, ,a, c4 e

Eij = N(O o), and i)

o ~\ ! zai = sz = 0 '.

The model says that each obServation Xij (which innthis study

'~

.represents the quantity of meat~—either beef veal lamb pork, or o

D 1 Eleanor Walker Willemse_, Understandi ' Statistical Reasoning
- (San Francisco. W, e vfﬁ_;g oy 1974), pp'T88~98 o

deco ,,Z,Z'Statistical Methods Applied to k Experiments in
XY (Anes;,’ “Lowa:". Tows State Coilege Press, L




x4
]

: : . S S (_
- 3. B3, which is the‘variation'due to the effect of bquk j,
- o t' :' “‘q .
EEE L T
,or the type of meat; and BEAN

4, ~£ij, which is a residual or error effect.

,

-,The Eij is assumed to be independent from observation to observation 'k}
v %w .

' and to be normally distributed wi}h mean 0. and standard deviation a. .

:The sum of the treatment effect (type of institution), Zai, and that

Jof- the block effect (type of meat), ZBj, are assumed to be zero. .

"Hence fai = EBj = 0 'i' ". ‘ "fi S }Ab
’Vb . ;fﬁf“b 7Qggflft.vv v L = ‘ -
"‘The Analysis of Variance Table el o { S RS ’

MQV In the same way an observation is made up of many parts, an

‘Tanalysis of variance table partitiOns the sum of s ‘ ‘
. }_.‘ I . v ,9. 5 . . " .

mfi_observations and their degrees of freedom in the fol Wing. pattern.*- o
v ° P . N "/ e o ;!.4'.
,,‘one is attributable to the effect of the type of institution, one 1 ' o
‘ R DL Y. S

‘-:7attributable to the effect of the type of meat, and the last is R
e / » . o s
f;‘attributable to thelresidual or error sum of squares.q A hypothetical

_fltable of ANOVA is shown below.lchwbll

o For a. clear hnderstanding of how the variables in: the table are ffffﬁ

'tficomPUtéd’ see W. G. Cochran and G. M. Cox, Experimental Designs

::'(New York: John Wiley and Sons,_]‘.nc., 2nd Edition, 1957), pp. 106 108




. d ' ; 77
o
: Degrees of Sum of . N R -
., Source of Variation ~ Freedom . Squares - Mean¢Square;f - F-Test .
Treatments | - az 1 t A af’-l ‘D‘- /a-»l ] ’.
(Types of Institution) v/’ ' ‘ ' - / (a<1) (b-1)
CBlocks . yoy oy [ L S S
- (Types of Meats) I . P g ’/ (a=1) (b-1)
- : . . S B : .
Error T (a‘li(bvl), \'1(afl)(brl)J ‘\
Total - &b -1 'Ajf-B_r D
- T
A -‘ ' - ‘ //
I A T L _
*‘_dThe ANOVA Design Used _"5

The randomized block design is used in this study because it E
"vf"”handles situations where there are missing values or zero quantities of

meats purchased without &oducing unbiased estimates of treatment block/ ‘

‘and error effects. Also, 1f the - experimental error variance is rger ;{‘ ;

'-‘Tfor some treatments (types of institutions) than for others, an unbiased \'

.ff“ error for testing any specific combination of the treatment means‘cany'

": still be obtained by the use of this-design.l o ‘ o T e

,;v‘

e ® B

\~The Chi-Square Statistic,'

. B A

The chi-square test is used in this study whenever our interestf; .

: PN i
’=_f,is to determine the presence ‘ot absence of a relﬁtionship between”

aVJ:;number of attributes or to determine the goodness of fit where ther‘

l\iu_d_ Ppe 106-107,




1

'appropriate when we encounter problems in which our interest is in the_

w '
[T . - Yo
[

are frequency response data. Kohout indicates that the statistic is

number of . Subjects, objects, or measurements falling in each of variouv

categories, i, e., the chi-square test is only applied to frequency
. ) AN v
1 : N

.9 ‘ N e

The ‘model: . The chi—square»model in an RxK contingency tableﬁ

data.

stated by Edwards as fqllow3°2~ - . ;~‘ ’ aQQ‘

'Y o

) ' T r k .“:'\. . 1 2- -
, Chi-Square . x2 = L. I (Niii' Til )eT, o
R 3 e 1-[ j-l » WNij ‘
’ F) ) : b . ’ _’ . , . \
Cwe ;o LY 4 ' : .
.q‘f“:hhere Nij = the observed numgsr of observations in the
e o o ", \ 3 °
Y ith.category orxr§b'uhder jty.column.‘ .,
. l . B ; ) . ) )
-~ ~1nNij1 = the expected number of observations in the
Yoy S . |
u;? RO ith category or roﬁ?under j column. oS}

5

The test. follows a chi—square distribution with (=1 (x-1)- degrees '

| number of rows, - ) o ~

of freedom, where c is the number of columns in the table and r, the
’ i . ’ P B , R . 2
B‘ T
The chi~square statistic is used in most of the tests conducted

- ~

<

in this study. In the cases where there are many -ZeTO, cells in the

h

frequency table and the number of observations are 1arge, some of the

'\.

wcategpries in the contingency table are combined in order to moderate

&' ! @ . .t
ﬁe value of x2. Kohout suggeg& *combining-categories‘sh the “?
: . {aw 'é_‘ : ."u-‘r~f

L Frank J Kohouf Statistics for: Social Sciences (New York._;

o John Wiley and.Sons, Inc., 1974), PP~ 400-403..

-

Allen L.,Edwards, Statistical Mbthods for the Behavioral

-~

Sciences (New York.‘ Holt,,Rinehart_and;Winston,‘1962),-pp._366,382:ﬂ'tf

LT

)
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contingency table when the number q’ﬁdbservations and ‘the degree of

freedom are large and the minute expected frequencies would contribute

1
little to the efficiency of our ?stimate.(

sk

avoid making ‘type 12

This would allow one to

errors more often than the stated level of a.‘ :

[

-

‘Specific Treatment of the .Data for“éach‘Objective

Objective 1 ‘e

(8]

°
i

The first objective is to describe survey resPonses regarding ‘

meat buying strategies employed by institutional meat buyers in

price and'non—price policies.

o~

]

@

‘countervailing the powers and tactics of 'meat suppliers in terms” of

!

The data needed for the objective are the frequency responses.

of institutions with regards to the following questions asked during

the survey. ..

v

o

~

: . ' | C Y

1.  What are the meat’ procurement thhOdS used in securing

foods”

' “pricesg?

k4

B

.2. What are'the:guidelinee;usei'by suppliers.for setting . °

~ 3. What are the non-price strategies used by the institutions

and the meat suppliers alike to secure advanuages from -

-each other in‘negotlation? L I

[

4

S

luFranlia Kohout

op. cit., PP~ 400-46ﬂ

£

2 A Type I ervor is the probability of rejecting a

when it is trde..

e

?

null

[

‘hypothesiy



-Treatment*of the data. Each institutiOn was asked7to rank’the

suggested answers to each question~above according to" the order of

\“
e

,\

importance. The responses given by the ifstitutions\were cross—

A

tab ated in a frequency table after each institutidn had ranked the

i

- ~8uggested” answers or reasons.” Ayhypothetical frequency table of the

responses for eaéh question is ‘shown below in Appendices El toﬁES

N bt ., R

‘A -chi-square test- was cenducted on each of the response tables

n

to justify the observed phenomena. ;
> v /"

bébjective 2

™~

©

s

.o

. L 4, wb - . ‘. v i, Ny ’
The second objective of this~“study is to develop and interpret’ .

¥ ‘m
.

information on the supply sources and‘flows of meats to institutibns

y

‘and the economic cHaracteristics of the establishments which Supply

.

the meats .,

The data needed for this obJective are?

1. the quantities of each type of meat ‘bought frOm the

suppliers by each firm;

>

2. the names of the firms supplying each’ institution, .
3. the original sources from which the firms buy their meats ;
4, the quantities or percentages of the meats passing through

the firms to the institutions that come from Alberta, other

‘Canadian provinces; and from foreign sources;

5. the intermediaries in the market.channels between the
N packers and the institutions. ' 1
‘ - .

Treatment of the data. The quantities of the different types of

*

~meats supplied bx each supplier are total{ed, the average proportions

originating from Alberta, other Canadian provinces,

£y

and foreign sources.



. . . . .
K - . RN . N . B
- . . 4 - P . : N ' ‘ 5
. - ' I . . ' %
. — g .

we . R .
are’determined{ and the market channels between the major suppliers of

+

T o oy X .
each type of meat and the_institdtions are drawn'up. A hypothetical

Objective 3 1 , o .“ﬁ)' " ‘ . T

':quantity, and the value of meats uséd by institutional foodservice

channel for the flow of meats is shown in Appendix E6. One such -*

distribution channel is drawn for beef veal lamb Rptk, and 'poultry.

[;h *v:a -

* s
¢

b

-/

" The purpose of the third.objective is to determine the type, L

v

L4

operators. . K
o 2 B

. The data needed for this objective are the quantity of meat that

’

3

goes to the institutions+in a month, the different types of meat cuts,

v

and their prices.

1 P

Treatmént of3the'data. The gupntities of each type of meat

bought by each institution are determined These quantities are

. aggre ated for each type o institution, and the percentages of total
g

R

/
meat accounted for’ by each type of meat are calculated The same type

of calculation is used to.determine thé value,estimates and proportions

for the different types bf mea s.'~A hypothetical table showing

S

L/

estimatedpquantity of meats'uSed in.shrveyed institutions is shown in
Appendix,ﬁ7. A similar type of table is made -for the estimated values

of meats used in a month

pe EEE

)

" Transformation of data. Due to the extreme variation within

’

institutions ‘with regards to the quantity of meats bOught it was obvious
yi

that the original data on the quantities of meats bought are not normally -

%

distributed (Appendix B2)". This means that the edtimated error variences

Y

“from the data will not be constant over all observations. The assumption



| 82
~’( - X Kl

. 1
of homogeneous variance is therefore violated.

§ince the violation of this assumption is likely to produce a

loss of éfficiency in estimation of treatment effects and block effects

and, therefore, 4 corresponding loss of power in. the F-test, a trans-

’

formation of the data was pade before ANOVA test was performed L

transformation of the original data was made by dividing the quantity

?
.

of each type of meat bought by each institution by- the number of meat E .
_plates_served in a day by»the éorresponding institution. ‘The trans—
formation produces a table show1ng the quantity of eath type of méat
bought in'a month per dlnner plate (Appendix B3) As a result of

the‘transformation the extreme values in the original data, the
y W

PR

ranges, means, and the coefficients of variability are reduced.

The tgansformed table of quantity estimates was subJected to an

M "

analysis of. variance test to find out whether the type of 1nst1tution

!
« ’

or the type of meat does have an influence in determining the quantity
of each meat type bought by ‘each institution. The two-way analysis .of

vartance, randomized block design, was used.

Objective % \

The fourth objective ishto identify*hnd evaluate utilizauaon
patterns and interpret factors affecting pProcurement and use of -

various market forms of meats.

. i )
The consequences of failure in the assumptions and the remedial
steps to be taken can be found in: W. G. Cochran, "Some Consequences
‘When the Assumptions for the Analysis of Variance are Not Satisfied,"
Biometrics, Vol 3, 1947, pp. 22-38; and M. S. Bartlett, “"The Use of
Transformations," Biometrics, Vol. 3, 1947, pp. 39-52. .

-

iy

P



The data needed for the objective are the frequency responses

of institutions yith regards to~ the\following questions' o

1. What factors are considered for buying most frequently
bought meat cuts? o l : . o T e
. 2. What factors Oor reasons account for the use of convenience ,

foods or. catered foods (for the institutions that use -

.gthem)? | “ i r e o K

3. What factors account for the non-use of convenience foods

AR

\
(for the institutions who like to cook their own foods)?

Treatment of data: The" institutions were asked to rank the

factors"given for each(Luestion_according to how importantothey "
thought’each factor was. The rankings given by the institutions were

then summarized in frequency tables. Three hypothetical ffequency

2

tables ‘one for each question, are provided in Appéndices/EB to ElO
”.‘ A
Chi—square tests were applied to the frequency tables to Justify the.

goodness of the rankings provided by the institutions.

-
.,’}

ht
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CHAPTER IV
Voo s “‘ ' ’ B

K

MEAT PURCHASING METHODS AND STRATEGIES

LR 4

.Introduction“

e

, The structural pattern of" participants in a marketing system has

often dictated merchandizing and purchasing procedures. Large and :

“small firms compete with each other to obtain a share of a market,
while buyers, large and small alike, strive to buy their products in

the most economic and cost-reducing-way. Exchange behaviour in the

institutional market is not exempt from this type of market conduct.

In this chapter‘an attempt is made.to investigate the meat

procurement methods.used in institutional food opera ions. Attention_

is directed particularly to investigating stra § used .by

institutional consumer~buyers and their meat uppliers in a’
merchandizing procedure in terms of price and no pr{ée policies. 5

Also, the relationship between the size of an institution and its

method of purchasing meats is investigated since it was assumed that

0

differences in the size of institutions: might cause variation in
procuring method? ’

The analysis ¢(in the chapter is undertahen in two parts.} Part
one deals with meat’ procurement me thods used in institutions.
Essentlally it investigates the extent to which informal or spot

(salesmen) buying, semi-formal (negotiated)ibuying,'and formal (bid)

%

84 d

.8
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’

LI

buying were used in institutions.1

.

85

2

Section two discusses the

‘ strategies used- in meat merchandizing. 1In particular, it describes

meat buying strategies employed b

countervailing the powers and tac

o

Med't Procurement“ﬁethods

¥
v

.
I

‘operations have already been disc

-

\illustrated in Flgure 2. 2 The d

.

¢conceptual schema and some method

non-existent within the framework

>,

under consideration. However, th

background to the type of procurement methods used in Alberta

institutions.

épot Buzing\

Twenty—tour of the 63 insti
used this method of purchasing me
tutions ‘are the small size instit

E 2 .
or less meat plates per day (Tabl
. . 1
purchase from many suppliers at a

customer. loyalty with the supplie

.

]

1 These methods of buying a

f; following. A descéription of thre

o

y institutional consumer-buyers in

.

tics of meat suppliers.

Toe

o

The several food procurement methode currently used in food

ussed in Chapter II and were
iagram in Figure 2. 2 ‘is a general

s shown therein may be negligible or
of the. institutional meat market

;

e diagram serves to provide a clear -

e’

tutions surveyed, or 38 per cent,-
ats, although all of these insti-
utions,vi.e.,-those which serve 399
e 4:1) . Most'of these buyers rarely
time, and each téﬁds”o maintain

r. Friesez said that in

re discussed in the section immediately
€ types of purchasing 1s also available

.in Kotschevar, Quantity Food Purchasing (New York John Wiley and Sons,

' 2nd Edition, 1975), pp. 32- 33/“//

2 J. C. Friese, "Profgésion
- College," Food Management Vol. 6

al Purchasing TechniquesJ—School and
No. 7, 1970, pp. .16-20, .

A

Y
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S -, TABLE 4,1 - Coour
) MEAT PURCHASING METHODS USED BY INSTITUTIONS .
< :
1 _Purchasing Pufcbasing . Negotfétion
Size  of . . by '°"w .. by  Spot -~ and

_Institution - Negotiation Competitive Bids Buying = ‘Tender Bids _

—— . E ’

0 - 199 4 3 20 1 -
, A

200 < 309 % 3 o 4 4 ]

400 - 799, | 8 4 o 9
800 and over 3 o 7 0 1 g

, - , - .
Total - Dwz 18 - 18 . . 24 3
Size is the avetage numher of.meat'meals served per -day per(.
institution. e . ’ R . N
/,)’
\
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.of i‘stitutional consumer-buyers.

 from the standpoint of the mechanics of operation, tender and bid

the‘United States in 1970, this method was used by almost 90 per cent o

\ . N B

, - ; .;. ' ] L
W M ' \\“ . ]

ComPEtitive Bid Buying L ’ _ - \
FU\T e : -

Table 4\1 alsd‘shows the number of institutions buying by tender

ar_u%bid. Eighteen institutions used this method of buying and, o.f

these, 11 fell within the large size cate-drifl' i e., those which‘

serve 400 meals or over every day. ’Thik'}f‘: 5institutions _bendl

use this type of purchasing more than smaller ones. The reason‘i‘

by the largelinstitutions was that they were able to strengthen their

<
‘

purchasing power in buying at lower prices from the suppliers. Thus -

buying has the potential for a high degree of pricing efficiency

Since almost all institutional buyers and their suppliers have a working
L] * y
knowledge of the market, the degree of competition in this respect hag ®

a direct bearing on price level of offers made.

Institutional meat buyers using the tender and bid method saild
that they usually awarded their contracts on a winner-take—all basis.a
In some cases, however, sald .one institutional buyer, allowance is made
for a supplier s superior product or reputation for completing contracts.
Sometimes, also, government institutional buyers did_award contracts to
the young, less established firms to promote more competition in the

industry.l )

I‘A discussion with one anonymous institutional buyer. -



S : * 7 g8

Negotiatechuying to ‘ oL . S .

Eighteen of the 63 institutions found advantages in using this .

‘method>of buying and, like the tender and bid buying, 11 of the lq were

-

“the large size institutions.

°
o

It therefore appears that there is a correlation between the
size of an institution and the method of meat procurement used. -Large

institutions tend to use the tender-and bid and the negotiated buying

A

methods while the small ones use the spot method of buying. Some

institutions, small or large, however, use a.mixture of the three types
s s ' . T
of purchasing

The hypothesis that there is no relationship between the size of .
an institution and»the procurement method used %or'meat purchases was
tested. A chi-square test revealed that theré is a significant differ—
ence between the sizes of institutions and the procurement pattern used
by different institutions. In fact, the chi—square becomes significant
.at 0.5 per cent level, indicating a very significant difference. The
. hypothesis was therefore rejected, and we conclude that large insti-

tutions tend‘t\~use the competitive bid and the negotiated buying
‘ methods, while small institutions tend to use the:spot buying method

o

Contractual Arrangements in Meat Purchasing

Meat purchases made via tender and bid and negotiation are usually
backed by contracts to supply bhe items. Thirty-nine institutions used
either or both tender and bid and negotiated methods of buying meats,
and contract arrangements used ranged from weekly contracts to six

month contracts (Table 4, 2) The most commonly used contract arrange-

" ment is the monthly duration with 26 institutionsg having a?preference .

&2

-t

- » ™
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N
for it. This 1s followed by the weekly contract, with 8 institutions

having preferences for this time period, and 3 ineuitutions using the
3 month period.

The reason.given for the use of these relatively short term
H

contracts is that it affords both buyers and suppliers to be adaptable‘
“or flexible to market prﬁge\éfnditions 80 that both could minimize
their losses, Iuetitutions have weekly or monthly ” quotations of prices\
from suppliere of meat cuts and each supplier would like his price to

meet competition so as not to lose his customer. Thus suppliets, prefer
A

long term contracts only_if it As observed that prices will fall, not

e

if they will rise. On the' other hand, institutional buyers like long
L J

term contracts only if it is observed that meat prices will rise.
. P

Therefore, this trade-off of interestsd between institutions and

-

suppliers results in short term contracts designed to protect . . .

institutions from over-priced meats and firms from sustaining losses.

Delivery Periuzé\'

The frequency with which deliveries ar;\lééey?epends mainly en

-

-

the type of institution. The fn@guency of delivery of meats is given
in Table 4.3. Sinee fresh meats require refrigeration and are
perishable, they must be delivered frequently. Frequency of "delivery
ranges from daily delivery to every two months, depending upon the
institution. About 57 per cent of the institutions (36 of 63) require
deliveries once a week 17 per cent (11 1nstitutions) twice a week, *'

and about 13 per cent (8 institutions) three times a week. Many

smaller hospitals which lack large refrigera;&d storage space indicate

PETY
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that they have delivertes made datly or at any time, The' same
sltuation occurs with those that desfre fr\uh.pruductu almost datly.

The larger [nstitcut fons which buy carcéasses or portioned cuts and have

large refrigerated storage space reported having longer dclivcry

pgktods——one to three months, In general, however, the weekly delivery

period appeara to be predominart. among, the lnsLiLuciona.

Y

L]

Competition and Price Poliey of Supplicrs

o

Institutional prices for individual meat cuts vary and follow the
pattern of fluctuation observed at the retail level But though there
is a pattern of price differentials " among the various cuts, the
respvndents stated that the major determinants of asking price in the
institutional market are the supply 0of the meat items demanded by
institutions, and the desire of suppliers to make some margin over
costs., These two factors are ranked number 1 by the surveyed /)
suppliers (Table 4.4). ) S R

The supply of the meat items demanded by institutions becomes an-.
N/\

Aimportant prlce—asking factor because the quantities of each type of

meat or cut demanded by each institution do not significantly change,,
at least in the short run, L owing to rigidities in menus, tastes, .and
sizes of institutions. Similarly, ‘Packing plants have little control.

over supply in the short-run and meny produéte are produced under

-

* -

- ~

The short-run from the institutions' point of view could be as
long as any institution's buying policy affects any. changes that ‘could
lead to an increase in the amount of meats demanded by the institution.
The length of the run is a policy varlable determined largely by
changes in tastes and population, and it couldvbe two or more years
long. .

LY
2 8



Based on.résponses of 5 suppliers. b

The ranks, and grand ranking by:gll‘institutidns, are in
descending order<9f magnitude, i.e., the lowest number represents
the highest rank, the highest number the lowest rank.

7 e

. ; o : ' z
3 Weighted aVerage of' the ranks is computed as Tw = 123

Ix

b

- where r = ranks, and
X = institupionsvrepotting.

.l | ) ("";-

. D s
‘ A
% - / : o
. ' .
- Wﬂ\
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,‘r B
Ve T
AN e TABLE 4.4
_ o \
“FIRMS' RANKING OF GUIDELINES FOR ESTABLISHING PRICES1 .
. .0 L R ) , . N - . . ‘ ""‘ , .
N :
v . f M
‘ " ' Ranks?2 3 o
o Weighted™  Grand
- 1 2 8. Average Ranking
v s — "of Ranks = All
Guidelines for Pricé Setting °~ Firms Reporting w Institutions
Cost plus margin 2 1 2 ©1.66 1
"Supﬁly of meats demanded 2 1 2 1.66 1
‘Pricing to meet competition 1 3 1 1.83 2 -
" . (3K . -
= 14
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‘ §
conditions of joint costs—-such costs as plants and fixtures, heat
and power, which cannot be assigned to any one product. Thus, to be
economically opefational firms like to set their prices to cover
these total costs. Winter (i969) observed this pricing behaviour

among packers and processors when he said: There is no history in

-

the meat packing industry of pricing individual cuts on the basis
of wost. The.variation in selling prices is extreme and rather ,
diffiéult to explain."1 . o . ‘ ‘ ;

N

Supplylng firms surveyed thus 1ndicated that, owing to this kind

of . operational condition, they had to handle various meat products at

7
yd

very low margins, even sometimes at below cost, to meet competition.
: Pricing below tost is not often done however, because even the big
packers 1ndicated that they were always cautious not to use any
predatory pricing tactics on independents, because predatofy price

cutting tended to move quickly through the industry as iﬁstitutional
'\——\L\;
buyers relay Price information to competitive salesmen, other firms .
. /
would therefore’ retaliate by reducing prices to their customers, Such
/ t
behaviour will be unhealthy for the meat packing industry and may
. /
_provoke anti-trust litigations. ‘ /
- | /o »
Competitive tactics used by suppliers to/prdmote sales and to

capture or retain their market shares are discussed in the following
section. Also, strategies used by suppliers to counteragt the buying
powers of large institutions and vice versa are discussed. Quite

often these strategies are non-price tactics. However, the smaller
- A , s

1 George R. Winter, Conduct in Canadian Food Marketing

(Ottawa: Agricultural Economics Research Council of Camada. 1969).
~ 1722 c




1

packers and processors’ surveyed vigorously complainedvabout the
coercive prieing of the big packers and the latter's gradual erosion

of their 1nstitutional market sales. ,
3 . 3 : - N

<
s o

Strategies Used by Sellers Against Buyers

’ ég‘ - and Vice Versa

Strategies of sellers against buyers are identical to the afore-
mentioned inter-fitm competitive strategies except ‘that sellefs'

merchandlzing strategies are in response to . buyers behaviour in- the:

. market setting. That is, the strategies are manoeuvres. adopted ‘when

the behav1our of the buyers is taken into consideration. Similarly,
buyers ‘strategles are built on information regardlng the sales
behaviour of the suppllers. ‘The respondents indicated that the
essence of the market relationship between the two parties is some
combination of price and non—price conditions of sale. - The seller
seeks to max1mize the price received and minimize the non—price
conditions given by the buyer, while the buyer seeks the opposite
result The purpbse of this section is to review the tools sellers

use to discourage price and non—price concessions asked by buyers and

vice versa. These are negotiative strategies.

Sellers' Strategies in Negotiation

.

The various tools used by sellers are examined in Tahle 4.5,
The table shows suggeSted negotiative'strategies used by suppliers.
The strategies are firmg' established brand names, special product

processing, firm's size and service provisions. In order to emphasize



- TABLE 4.5

FREQUENCY DISTRIBUTION OF THE EXTENT -TQ WHICH SELLERS '

! BELIEVED NEGOTIATIVE STRATEGIES WERE

EMPLOYED IN NEGOTIATIONl

vef*;f::;:;;n;::;:::::::::::‘

Ranks?
{
- 4 or . Grand
1 2 3 no rank Weighted3 Ranking
" Average All
Negotiatiye Strategies ' Firms Reporting of Ranks Institutiions
— —————-~f—--—————-7
Firm's relative gize . o
" s, buyer's o .00 o 5 4 - 4
Special ;}pduct ‘ \
Processing 3 2 o 0 1.4 1
Established brand name 2 2 1 0] 1{8 2
Quality and service 11 2 | 3 3

The ranks,  and grand ranking by all institutions, are in_ -
descending order of magnitude, i, €., the lowest number represents the
highest rank, the highegt numbery, the lowest rank. :

Weighted average of the ranks is computed as Tw ='§£§-; where™ *

b's
E ,.(' ¥ . ~
| » T = rapks, and

X = * Institutiong Teporting.
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the relative emphaS1s placed on each strategy, the sellers \urveyed
were asked to’ rank the strategies according to .their percepj}hn of
use in negotiation | |
"Special product processing or. product differentiation.was
ranked number I, and establlshed ‘brand names was ranked number 2 -
The surveyed firms indicated that these Strategies are most frequently
used as. negotiative strategies by sellers. Sellers usually charge
‘x‘higher prices for slightly differentiated products. Examples are
also found in different meat cuts found in the retall market. ;For
' example rib steaks are more’ expen51ve than ground m%ats.
Simllar examples in non—food industries show that established
brand names command higher volume sales at higher prices (for example
in the electrical industries). Japanese electronic equipment such

as stereos and cameras made by Akai and Sanyo are more admIred brand

names among electronic‘buyers than Pioneer and. Bell and Howell. 1

Sellers' Sales Promotion Tactics

.

Volume selling at lower prices is usually practised by large
firms. Oligopolistic sellers sometimes cut prices in order td and
an unusually large order, espeCLally when they have excess capa ty

and’ demand is slack. 2 This tactic is used by. institutional Bu%{/v

suppliers (Table 4.6). Of»the four promotional strategieS'suggested, /

Discussion with an electronics dealer—-Woodwards Stdre, S

Southgate Shopping Centre, Edmonton, October 17, 1977.
LN

2 F. M. Scherer Indqstrial Market Structure and Economic
Performance (Chicago I11.: Rand McNally College Publishing Company,
1970), p. 246,
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| TABLE 4.6
FREdUENCY DISTRiBUTION OF THE'EXTENT 0 WHICHlFf

L.

BELIEVED THESE SALES PROMOTION

-

RS STRATEGIES WERE USED1 ,” I oy
. ' " " "
' Rankez . | : E .
— - : - . .Grand
v o o . b4 or Rankinyg
) | ) 'l 2 3 norank Weighted3' A11 .
- : : ~—— — Average Insti-
Sales Promotion Strategies “Institutions Reporting of Ranks “tutions
) — o I ,
Offer of lower price > 2 1. 1 1 2.2 1
Volume (discount) selling - .1 2 ¢ 2 2,66 2
Rebate to customers : 0" 0 .0 5 4.0 - 4
- . ‘ ) o ‘ -
Return privileges s 10 1 3 3.2 - 3

>

1 Based on responses of 5 firms that supply meats to institutions.

2 The ranks, and grand ranking by all institutlons, are in
descending order of magnitude, i.e., the lowest number - represents the
highest rank, the’ highest number the lowest rank.

.-

3 Weighted;average 0f,the‘ranks is computed as .n = %ﬁﬁ , Where -
' v ' r = ranks, and

b4 institutions reporting

3 .
4
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suppliers stated that they believed that actual offer of lowar price

Joy

' -

‘was the most frequently used tactic to woo customers or promote sales.

(

: Volume selling at discount prices came second while return privileges'

/
was third In thﬁlnon-food industry, Galbraith cites the use of

l

‘selling at discount prices by the steel mills to make large sales to

o

. the auto industries.1

An alternative way in which a seller can negotiate larger sales

-

is by offering a buyer different quantities _but offering him each o

successive quantity at a. lower price. In Figure 2.5 (Chapter II) such

@
an offer is represented geometrically by the curve WVUT
\ ‘ . B

Buyers' Countervailing,Strategies

Sellers are not the only members of ‘the market setting who make.

plans built on expected behaviour of others., Buyers also undertake

the development and employment of strategies. Thesé strategies are

©
“~

directed at reduction'of‘the price condition of sale and incréase in

the non~price aspects of the purchase-sales process. Chapter VII . -

it is pointed out that institutional buyers state. that they>
emphasis on. uniform quality of products, dependable servicd, and
lower price in ¢hoosing and retaining their suppliers. Below are“

some of the strategies used to ‘secure price and»non-price concessions.

. - -
o=

Buyers' Strategies for Lower Price

Small buyers restrain the pricing'actions of oligopolistvay

b5l k. calbraith, op. cit., p. 113.

2 E. V. Araullo,‘op:'cit., p. 117. . .:' o . ‘ .
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concentrating their rders into big lumps in a centralized purchasing

”'-.system, dangling t e temptation before each seller and expecting and

encouraging a break from the established price strUcture.1 Alberta

_Government Purchasing Agency (AGPA) uses this method to buy meats for

its multifarious welfare ‘homes. This tactic has also been employed on
occasions by A and P Company of America to extract price reductions
from grocery maanacturers.ZlﬂAlso, the University of Northern

Colorado s director of food services used this tactic to buy ,
/\‘

15 OOO pounds of - beef shank -at 66 ‘cents per pound instead of 96 cents

3 - : iy
per pound. : SRR

Scherer also indicated}that large buyers also play one seller
ioff against the others ;o éiicit price concessions.4 Large insti—
tutions, surveyed use thig method by buying from many suppliers. Also,
each of the major college food buyers (The Big Ten) in the United

States spread their business around to meat packers and food suppliers

'f'so that they can threaten to shift, or actually shift, their “

distrlbution of orders in favour of the supplier who o;ﬁers more
attractiVe terms.5
© "Smaller independent hospitals have also recently started

: integrating their\purchases.into cooperative buying,‘and concentrating

l'F. M._Scherer,.op. cit., p. 245. o
2 1bid. - | -

3! "College Learns to Buy Wise;" Institutions/Volume Feeding,
Vol. 75 Oct 15 1974& p. 89. . ' .

4 /

. oowm e
F. M. Scherer p. cit., p. 246.

K 5 "The Big ‘10 Pros Tackle the Times," Institutions/Volume Feeding,
:Vol 73, No. 3, August 1, 1973, pp. 23-28. o '

-
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their buginess as a unit with one seller such that the seller cannot
(or does not like to) lose his account.l The University ot'Alberta
in Conjunction with College St. Jean, the UniVersity of Albefta
Hospital in conjunction with Alberta ReSearch Council Aberhart:\
W. W. Cross-Veterans Homes, and the Wetaskiwin General-Auxiliary
Hospitals-Nursing Home use this strategy in food purchasing. s ’
Araullo2 cited the use. of this strategy by many hospitals at
substantial savings to the institutions. Similarly, food purchases
for many small independent hospitals in® Southern California have been

©

centralized under one buying puthority to elic1t some sav1ngs.

Buyers' Negotiative Strategies
‘The,use of‘non—price incentives as a toolnof negotiation is also
_ used by institutional buyers.‘ 7 at is, 1nstatutional consumer—buyers
state that they tend to’ exercise their power by emphasizing better ., B
product quality, dependable service, prompt delivery, good pdckaging
ﬁand return privileges, ‘ ’ > . _i”
Gnduch gave an example'of use of these non—price incentive

strategies by the seed and pesticide industries with the firms they

"buy from.4n Also, the director of food sexvices at the Univergity of <

o

1 H.‘herberoglu, op. cit., p. 11.

2§, v, Araullo, op. cit., p. 15.

3 "Food Management," Hospital/Nursing Home Case Book Number 33030,
Vol. 10, No. 10, Oct. 1975. ' )

4 B. G. Gnauch, "An Economlc Analysis of Market Conduci in Five
Agricultural Inpyt Industries," Unpublished Ph.D. Thesis, University
of Minnesota, Department of Agricultural Economics, 1968, p.-1

~

o

b . o
2

o
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Northern Colorado said: "We use Spec sheets as part of an agreement

A

- form foi‘weekly bids. ., . i The purveyor has to live up to the spec

nl ' e

or ‘take it back. We don't back down on this. ‘ v

n

Overall, .with ‘regards to public brands, i.e., standardized meat
products- large institutional buyers will tend to- put greater emphasis
on price but will do ‘so as well on non—price factqrs when uniqge

prbprietary brands_are_supplied.h Under the latter eondition, therefore;

suppliers will have an advantage in bargaining f)ower.2

-

~ . .,

1 "Food Purchasing—-College Learns to Buy Wise," Institutions/:
Volume Feeding, Vol. 75, Oct. 15, 1974, p 89. :

2

B. G;'Gnauch,'og. cit.,;p. 63.

r
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CHAPTER V

SUPPLY SOURCES AND*DISTRIBUTION CHANNELS . FOR ME;;

v

- - USED IN INSTITUTIONS
=

N

)

One of the objectives of this study is to develop and interpret
information on the supply sources of meats to institutions and thé
economic characteristics of the estahlishments which Supply the me fs.
'In this chapter an attempt is made to achieve this goal by directing

attention towards the following specific objectives'

\

(a) To determine what percentage of total institutional Tieat

" pu¥chases was produced in Alberta.

(b)  To outline, and quantify where possible, the'marketing

channels for meats flowing into the institutional market,

(c) To document and describe the entrance of imported meats

into the institutional market.

4
The" analysis included in this chapter was undertaken in three

parts. The first part outlined the market channels for each type of
meat. This was followed by a section dealing with imported meats
flowing ihto‘the institutional market. The third part.descrihed the
economic characteristics of the firms that supplied meats to the

institutions. e

103
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" Distribution Channels for Meats Flowing into ;

Lo
the Institutional Market

\

The marketing system for meats flowiné into the inst{tutional
market involved a somewhat complex.array of channels. The channels
for this market were considered to begin at the geographic origin of .
the livestock that produced the meats, continue through intermediate
channels such as the packing plants, the processing firms, Purveyors,
and distributors, and end at the institutional consumer. Tg the ~
extent that data were available, an attempt was made’ to quantify the
. total amount of each type of meat supplied by each firm (Table 5. 1.
However, it was difficult to determine actual quantities representing
the size and volume of the flows in each channel because data were not
available in this form. Many of the reports in this chapter dealt with
privately and publicly owned firms who were reluctant to divulge
information even when such information was available. . Thus, some
firms were often reluctant to name their customers and;the proportionb.
of their meats going to each, so that the channels were often .
impossible ‘to quantify. |

-

Figures 5.1 through 5.5 illustrate distribution channels for the

different types of meats. Three main market channel alternatives were
used by institutional\meat suppliers: (1) direct sales by packers to

institutions, (2) indirect sales via processors and distributors to the

institutions, and (3) indirect sales by packers to institutions through

?

1 The quantities of each type of meat supplied by each firm were
obtained from the invoices of the institutions.

L
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Manitobg- | | F. G. Bradley
Quebeg ‘ S .
- Saskatchewan |~ o HRI—— - ;
Ohtavio*“k/ xVJfﬂBurnS“E?qqs"‘f?Capi;al Packers —m———
(%) - e
—— Franz Meats
R ¢ ‘A , Sy%ft Canadia?'\*Wbodwdrds
—— F.. G. Bradley- r——— - .
~—— Capital Packers 4,152 1bs, - .
Gainers_fngptennial Packers : -
- Alberta . . f—fﬁvCanadguPdEkers"*WOlcb ?.M?aF? ST N
sl (807) ~—— Welche's Meats — 30 lhﬁAf".”"
¥ — Coral Foods ‘ 842 lhs. ' Institutions
) : : -——e+Park;andeackersJ’*ggeen City Meat§ — ‘
-I—— Gibbons Foods——Edmonton Meats —&,672 1bs |
————)Burns‘Fbodé"aHRI‘ =
"+ |—— Camp Provisioners 1,152 1hs .
i\ f— Débaji Foods — 165 1bs. :
/United §ta£es —— Canada Packers <2Centennial Packers ‘
(32) - > Swifts — Gibbons Frozen Foods
’ F—Macdonald Consolidated——*Safeway————————~j
.——7—9Burns

New Zealand |——sCentennial Packers —3+128 lbs.

- and-,  [——Swift Canadian - IR
Australia |[——F. G. Bradley : : s
e " F——Gainers : :

(16%) ——Canada Packers
‘  MEAT FLOWING INTO INSTITUTIONS *
v : BEEF PERCENTAGE DISTRIBUTION BY ORIGINAL SOURCE
Alberta: - 80% United States: 3%
X New Zealand: 8% Other Canadian )

Australia: 8% . Provinces: - 1%

Available statistical data do not permit allocation

of sales through all channels to the final destination,
. b : /

7
o

FIGURE 5.1: Distribution Channels for Beef Reported by 5 Packers
(Quantities shown represent a month's supply.)
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Alberta

|, Burns Foods——aSafeﬁay‘

—— Camp Provisioners

— Parkland Packers— Queen City'MEats

’ Egmonton Meats ——
—— Canada Packers’/ip'mh .

e e

—— Swift Canadiaﬂ1

SWelch's Meats —

Aystralia

» F. G. Bradley

- Swift Canadian

—— Gainers

—> Burns

- — Canada Packers <

—— Gibbons Frozen Foods-—eEdmontonsMeaEé—é

E

Ontario

— Canada Packers

Institutions

S

MEATS FLOWING INTO INSTITUTIONS

VEAL PERCENTAGE DISTRIBUTION BY ORIGINAL SOURCE

Albertai  25%
Ontarioz ~ 5%
Australia 70%

Available statistical data do not permit allocation
of sales through all channels to the final destination.

&

FIGURE

5.2: Distribution Channels for Veal from Original Source .
to Institutions Reported by 5 Packers.
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_ D Swift.Canadian"*cgntennial Packers -
United States N ’ ‘
' — Centennial Packers
A : ,)Wolch's‘Méatsiv =
"_*Canada‘BaCkerS“3Edmonton_Méats — .
‘}— Capital Packers =:£L{§§ Br§§ley_d — : ,
|~ Parkiand Packers—Queen City Meats 438 lbgl . N
A .. _AHRT - — — '
ff’BurnS Eogds SSafeway — o
” } S —f;WeIchefge_j‘f@;_'j % i ?gf;PS‘,a“;”‘“"”“ 'W
. ‘ — Gainers Ltd =—>upervalue - :._ | 7
Alberta o ' : U ) ol
— Swift Canadian = CA ——————— Institutions
—~fCamp‘Provisioners_ 155 1bs.
| Wespac ‘ A .492,1b$‘ A
— Intercontinental Packers—F,G. Bradley —
‘—~»Safeway 79Flbs' ‘ -
— Gibbons Frozen Foods — Edmonton Meats —
— Franz Meats - 100!1bs.
—Nan's Meats 100 1bs.:
Gibbons Foods —
Saskatchewan — Woodwards
Ontario — F. G. Bradley : - : , .
© MEATS FLOWING INTO INSTITUTIONS
PORK PERCENTAGE DISTRIBUTION BY ORIGINAL SOURCE
Alberta: 90% - Ontario: 1.5%
) YC’ United States: 8% Saskatchewan: 0.5%
oo ' Available statistical data do not permit allocation

of sales through all channels to the final destination,

FIGURE 5.3: Distribution Channels for Pork from Original Source
to Institutions Reported by 5 Packers (quantities
- shown represent a month's supply).
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Sagkatchewan
Manitoba . -

‘1Capifal.Packers , : R o

— Gibbons Frozen Fdods-—aEqunton-Mééts—————v

— Canada Packers -

“Alberta

'ﬁibirii Pogitrthd;::Lilydéle‘Poultry*-+f—ﬁ“'
Feerers Coop Lt 41111 cards —

— Swift;Qanadian_;; — —
- o L _Mécdbnélds'thsblidated4m'

_ﬂA.lbert:a Poultry S“—> Welche 'S Meat:s —
Marketers CoopiLtd-ﬁéCanadaaPadkers-————f—a" ‘
‘ ‘ Capltal Packers——, Institutions

100 1bs. .

— Franz Meats

ACentennial Packersd
~Gainers” Ltd ——

— South Edmonton Produce

~";M§cd0néld Consolidétéd-—éSafeway-—ggé—lb§4ﬁ

— Burns Foods{—>IGA— , -

~ HRI

‘ —> Camp Provisioners

//zCorai Foods“

949 1bs,

—s Gainers

—> Canada Packers

N\ R " ' . .
. | Re
- MEAT FLOWING INTO INSTITUTIONS
POULTRY PERCENTAGE DISTRIBUTION' BY ORIGINAL SOURCE
3 - :

Alber a: - 95%

Saskatahewan: 27
Manitobla: ) 3%

Avéilable statistical data &o'not permit hllocation
of sales through all chahnels to the final destination.

2

FIGURE 5.4: Distribution Channels for Poultry Reported by 5 Packers

. (Quantities shown répresent a month's supply.)

5

*
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'VBuﬁnS"aQueen City Meggs

— Swift Canadian ——

—— Gainers

New Zealand

2
-

 Lea §éfe&éy\”

~f=> Queen CiQy:Meats —

— Gainers

— Canala Packers —— ~ 
— Burns =
—> F.-G. Bradley : ' 8 1bs.

———waift Canadian

— Alberta‘Lamb Coopefative

Séskatchewan

— Safeway

Available,statistiéal data do hot permit allocation' -
of sales through all channels to. the final destination.

)

MEAT FLOWING INTO INSTITUTIONS . |
LAMB PERCENTAGE DISTRIBUTION BY ORIGINAL SOURCE

Alberta: 5%
Sasgkatchewan: 17
New Zealand: 947

Institutions

[y

FIGURE 5.5: Distribution Channels for Lamb Reported by 5 Packers
(Quantig;es shown represent a month's supply.)

v-L.\
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their branchvhouses.1 Direct marketing by surveyed packers and via-
branch houses conStituted the largest channels accounting for over
_386 per’ cent (86.44 per cent) of total sales. they made to institutions,
ﬂwhile indirect sales accounted for 13 56 per cent.2 Direct marketings
. to 1nstitutions tended to reduce costs more for institutional buyers
than indirect marketings.3 Table 5 2 shows the classification of

I

'fsuppliers according to their functions.

L The intermediate suppliers in the flow channels were essentially :

‘ processors and wholesale distributors, thus, some flows such as. those=»’

-via brokers were nonexistent in the institutional market channel. 'It,

-

should be’ understood however, that the dynamic nature of ‘a marketing

s

system in real life leads to changing sizes of flows and serv1ces so».
that value-added by’ each functional level tends to- change depending

on market conditions. Thus, the distribution channels may appear or

disappea}-depending upon 1ndustry trends. -

-

.Suppliers and'Their Functions

The names of suppliers of meats to the ~surveyed institutions and

the quantities supplied are shown in Table 5. 1. These suppliers

~

! Packer branch houses are - satellite Warehouse-processing—. ,
distributing centres ‘owned and operated by’ a parent packing firm, and
located away from the packing plant. They provide specialized cuts.

~;for large ‘buyers,

, 2 The 86. 44 per cent was calculated from Table 5.1 by aggregating
percentages supplied. by the packers——Swifts, Burns, Canada Packers,
 Gainers, Capital Packers, and Lilydale.' Indirect supplies were -
.obtained by subtracting 86.44 from 100. .

3 John H. McCoy, Livestock and Meat Marketing (Westport, Conn.: .
The Avi Publishing Company, Inc.,’1972), p. 200 v o

~
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- . - . Wholesale
Suppliers . Packer ‘Processor' Distribution House ~Retailer
" Burns . . Packer Processor Distributor
~ Gaipers ~ Packer ' Processor Distributor
Swifts . Packer Processor Distributor,
Canada Packers ’ .PaCker Processor Distributor Branch -
- Lilydale ' Packer Processor .
F. G. Bradley L Processor Distributor Branch
Gibbon's Meats Packer 'Processor '
Coorsh (Cystom) S Processor-
Coral. - ' 7«< . - Processor -
Franz Meats (Custom) \\\\“‘,Pr6céssor
Nan's Meats\(Custom) * 'Processor
Capital Packers Packer ‘Procesgor )
Edmonton Meats " . Processor-
- .Queen City Meats Processor
Vilitards Processor — :
Af Myers ’ - Distributor .
Debaji Foods: _ ’
(Custom) Processor '
Ron's Meats (Custom) ' Processor )
Wespack: +Packer Processor
Wolch's ‘Processor
HRI (Burns) : . S Branch
“Centennial Packers S -Distributor
. Parkland Packers " Packer - Processor = .
"~ Gibbons Frozen:Foods. : Processor Distributor
Welche's Meats o '
a (Custom) Processor: .
IGA : a Retailer.
Safeway . Retailer
Supervalu P = Retailer
Macdonald Consolidated S Distributor ,
WOodwards ' : : Retailer

TABLE 5.2 -

113

- FUNCTIONAL ROLE OF SUPPLIERS OF MEATS TO INSTITUTIONS.

P
r

v

anétional'Role?

Brénch

1 "Custon' refers to

P

custom packing in vérious_sizes for buyers.

processors . who do substantial amounts of

[N

Grocery . =
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-comprised the big packers, the smaller packers, the local independents,

many of which were one—plant firms, packers branch houses, wholesale

a

distributors, and large retail grocery stores”(Table 5.2).. The

production capacity in terms- of pounds of meat output per year, and -

-ownership status of some of these suppliers are shown in Appendix C p
+ Packers \\g ‘ Coo B B ‘ .;‘ " N
————-——-— vv/. ‘ ‘ / ) o “' B .v N
' The ‘discussion here is based on the reportedlpacgersJ share of \\\

the institutional market In terms of quantity, the larger packing
L3
houses predominated as suppliers to the institutions. ‘These packers

oy,
o

were Swift-Canadian, Canada Packers,vBurns Foods, and Gainers. Thelr

market spanned Canadian’and'world markets. These four major packers
_accounted for over 74 per cent, of total institutional meat supplies,
with Sw1ft Canadian in the lead, accounting for almost 21 per cent of
the surveyed institutional supplies (Table 5.1). .This«result and the
fact that the major packers enjoyed the largest share of total

°

institutional meat supplies differed from Faminow's findings in his
AR . 'S

»

.study of beef procurement by Edmonton-restaurants.1 Faminow found that
the FKarge national.packers,had not been able to control ‘a large share
of the restaurant supply business. Instead, he found that the bigger

‘share was controlled by the purveyors who were more specialized to

meet restaurants' Specifications. A o S

Ihe percentage_share of 74,29 recorded for the four biggest

packers in the study area was almost identical to the figureﬁrecordé

1 M. D. Faminow, "Beef Procurement by Edmonton Restaurants"
(Unpublished Master's thesis, Department of' Rural Economy, The
University of Alberta, 1977), p. 107.
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A4

for ‘these giant packers in Alberta since 1960 by the Commission of

.

anuiry 1 The Commission reported that the four major packers had

dominated federally inspected slaughter in the prairie provinces in

[}

the following proportions. : ’ ;
74 per cent of Alberta' s kill, : .

+ 92 per cent of Saskatchewan s kill, and -

78 per cent of Manitoba's kill.

It therefore appears tg\t the larger packers tended to keep their share

el

- of 1nstitutiona1 meat supplies in Edmonton to the same pr0portional

'

share of the’ federally inspected slaughter in the province.
The large packing houses were also processors and wholesalers of
meats, ad though slaughtering and manufacturing remained their primary

functions. In recent years, however, some of théseifirms have engaged

in a limited amount of breaking and portion cutting of meats.

Selling at the packing plant level, Packers"share of insti-

tutional meat sales is high because of their ability to produce and

sell at lower prices owing to marketing efficiency.2 Marketing

' L

'efficiency is achievable in these Operations through SOphiStlcated

technological alternatives that make production possible at lower per

.unit cost than in small independent packing or processing plants. Also,’

marketing efficiency is easily achievable by the big‘packers through'

r

1 Commission of Inquiry into the Marketing of .Beef and Veal,
Report of the Commission of Inquiry into the Marketing of Beef and Veal
(O;tawa' Printing and Publishing, Supply and Services, Canada,
Catalogue No. CP 32-22, 1976), p. 26.

- 2 J. H. McCoy, op. cit., p. 200.

I

L]



brokerS'a d independent wholesaiers. The prdbtice of direct sales to

by the institution ghich demand carcasses. But, perhaps the.majgr
‘reason for the packexg' large share is ‘that they produce manufacturing

_meats which seem to. be

n grent'demand by institutions1 (Table 6.5 in

Chapter VI).

Smaller Packers and Local Independent Processors

Packers that are smaller~in ize and output capacity than.the big
packers are able ‘to exert some influence in institutional meat supplies.
Categorlzed as smaller packers are Capital Packers, F. G. Bradley,
Centennial Packers; Edmonton Meats, and Lilydale Poultry (Appendix C).

The estimgted share of these packérs is abo 12 per cent for red meat

. \
supplles, and 42 per cent for poultry supplies\(Table 5. 1) for the
-study area. PN .

Lotal independent processors, who are Sometim s difficult to
‘distinguisﬂ functiénally from smaller packers, are the most numerous

type of supplier organizatidn. They control about. l4 pex cent of total

institutional meat supplies (Table 5.1). These local plant 'basically
engage in carcass breaking and processing, but frequently CUékpm pack
. . ‘\\

N\

to individual customer's needs. RN
g : = ’ .

: _ . .
It was found during the survey that the smaller packers and local

— 4

More will be said on. manufacturing meats in institutjons later
in this chapter. . : \
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independent processors are popular with small institutions and those

large institutions who desire their meats in portioned sizes.

Smaller institutions find superior cooperation, service, and uniform

quality cuts with smaller packérs and local independents than tnew

do with larger packers. Also, the small local packers or prOCessors

were found reliable for emergency supplies because of their proximity
to some institutions, especially institutions in. the rural areas for

- :

whom the local independents frequently custom~packed.

wheré they accounted for 42 per cent %f total institutiOPal supplies.
However, this percentage was predominantly due to one supplier—-Alberta
Poultry Marketers Coop Ltd (Lilydale) ~—who supplied 14,719 1bs. of the
total 17,081 lbs. or 86 per cent of poultry sales accounted for by the
smaller packers in the study area. ‘

~ x '

'Wholesale Distributors.
[ &)

¥

Wholesalers as separate firms (independent wholesalers) ara\found°

not to comnstitute a major source of supply to the institutions. Except

“for two firms (Centennlal Packersl and Macdonald Consolidated), supply
organizations who are packers or prOCesslrs also are wholesalers
(Table 5.2), Since almost all the meats (except lamb) purchased by
the institutlons surveyed are obtained Iocally, and supplles are

usually adequate, there is no need to employ the service of independent

4

Centennial Packers is a wholesale distributor and not a packing
- plant in the study area. The word "packer" is really a misnomer.

N

¢
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wholesalers to facilitate pProcurement and sales of meats. However,

.

Some amount of imported meats or. foods come through imdependent

wholesalers into the institutions.

°

Y

Packer Branch Houses

. ‘ 4 »
The branch house is a sales and distribution activity with a
considerable .amount of carcass bgeahinés'processihg, smoking, and
’ - > B
. ' . \\ o .
curing.1 ‘To meet the growing demand for ‘HRI cuts, some packers
‘ .

" reported having started to establish separate packing houses and

fully integrated breaking facilities. Faminow found that the

- -

Arestaurant segment of HRI market was controll®ed by purveyors because \kyﬂ//—/////
AN - '

packers were less flexible than purveyors when asked to prepare

‘to certain specificati-ons.2 Faminow found that packers, therefore, 4
indicated that they.would compete more v1gorously in this market by
establishlng appropriate packing fac1lit1es. a
At present only four of the supplying firms in the study‘area o
are found to serve as branch houses.(Table 5.2). The establishment 7
of this type of facility may not be essential for packers to. effectisgly . -

compete (slnce they actually are) in institutional meat, supplies .

Retail Grocery Stores

Retail grocery stores (supermarkets) are found to play a
relatively minor role in institutional meat suppli&s (Table 5. 1)

This type of supply outlet is used mainly by the very small family-size . ,

Py

1 J. H. McCoy, op. cit., p. 200,
¥ 2 © o

M. D. Faminow, op. cit., p. 107.° ) . . .
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institutions who always keep alert for supermarket meat specials.,
Thus, meat purchases from the retail grocery stores were sporadic and

inconsistent. Safeway, Supervalue, IGA, and Woodwards were the

commonly shopped grocery stores.

\

Selection and Retennion of Suppliers

It is onderstood from the precedingisection that meats purchased.

by institutions came from various supplier organizations, large and
2 .
small alike. It was therefore thought necessary to understand the

cr%;eria considered by .institutions for selecting their suppliers and
how_they judged the suppliers' performances in conforming to those
criteria. In designing the survey, a variety of factoers—-price and

non-price--were hypothesized to be criteria considered by institutions.
.\

Surveyed institutions' perception of price factor was in\EETms\of an

e »

institution selecting and retaining the lowest price supplier, while
the perceptions of non—prlce factors were viewed in terms qf dependable

service, uniforgsquality and sizes of cupé, reliability or consistency,

’ﬁgoximity of supplier, advertising promotion, community image of the
supplier, personal contact via Ehe route saleshan ‘cooperation, and

government policy with regards to whom the suppliers should be These
hY

o

factors are shown in Table 5.3.

K

The institutioﬁs were asked to rank these factors acgording to

their importeoce in selecting a suppliﬁ’: A descending order of
importance was-to be used, i.e., the most important factor was to be
ranked nufber 1, the secondfmost important , number 2, etc. The least
important factor or no rank carried tH&;highest number. A weightedn

L) [ 4

«

el

e
~

»”
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TABLE 5.3

FREQUENCY DISTRIBUTION OF THE RANKINGS dF FACTORS STATED

: /
AS LCONSIDERED IN SELECTING AND RETAINING SUPPLIERS

!
Ranks Grand
- . P } " . Ranking
Factors for Selecting , ) 7 ~Weighted -All
and Retaining Meat v or no AVerage Indti-
Suppliers . 1 2 3 4 5 6 rank of Ranks tutionsg
Dependable service 19 18 20 4 1 1 o 2.25 1
Lowest price 20 10 9 12 7 0 5 2.93 3
‘Uniform quality 14 18 17 11 1 0o 2 2.60 2
Reliability 4 13 12 24 7 1, 2 3.44 4
Advertising promotion 0 0 0 0 1 0 62 6.97 10t
Community image or
goedwill ' 1 0 1 3 6 -1 51 ) 6.49 6
Proximity 2 2 1 2 6 0 49 6.19 5
Personal contact 0 9 o % 1 0 59 6.82 81
Cooperation 0 0 o 1 1 0 61 6.92 9l
Government buying ‘ - ] - 1
policy 2 070 0 4 0 53 6.68 7

»

1 The factors'r;gﬁéd 7,-8, 9, and 10 are collapsed under d general
heading "other"“or tEKe X2 test because of very dow expected frequencies
in many cells under the factors, and because each of the factors -
considered alone does not appear to.be important. . '

-
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average of the ranks was calculated to obtain a ranking by all

institutions. Results .showed that,"dependable service was stated

0

" to be”the most important factor with 19 institutions ranking it ,NS\'-
number 1, 18 ranking it number 2 20 ranking it number 3, and

4 1nstitutions -ranking it number 4. "Uniform quality" was ‘stated as

v

the second most 1mportant factor. Fourteen institutionsbranked it
c, ’ - : s

: number 1, 18'ranked‘it number 2, 17 ranked it numbér 3, and 11
S 1nst1tutions ranked it number 4 . The lOWest prlcé’factor was stated.

-as the third most 1mportant. Other reasons con51dered Important were -

rellabillty and con51stency of a supplier in both product and service,

-

prox1mity of the supplier to the institution and community, 1mage of
the supplier
LY

Based on respondents ' qpimions, advert151ng promotion was found
to be unlmportant in selecting a supplier, so was peg§?nal\contact .and
government buying policy (Table 5.3). In ghort, most institutions

believed that nothing mattered more in’ cnob51ng a supplier than

";T-consistency and dependability in both product and service, and nothing

‘”\ . -

\\ would cause suppliers to be cancelled other than conmsistent violations

@ EEa

of these criterla.

rx\

4]

Chi-square analysis was anplled to the’ table of ranks to. determine

: whether there was any . clearly interpretable pattern of stated ranking

s
s '

of the factors used as ‘guidelines’ for selecting ‘and retaining suppliers.

AThe null hypothesis that there is no clearly interpretable pattern of
ranklng of factors used as guidelines for selecting and retaining
suppliers was reJected at 0..5 per cent level Thus, as shown

in Table S 3, there is a pattern of ranks of factors which institutions

believe are used as guidelines for selecting and retaining suppliers.
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Origin of Meats Used in‘Institutions
. ‘ . ; N
o i

The purpose of this section is to'determine what perce%tages of

‘total food purchases by institutions were produced in Alberta, in other

Canadian provinces, and in foreign countries. It also appears useful

to determine’ the quaritity of inter-prov1ncial flows of meats consumed

o in the institutioeg Of gnfater 1mportance, however,'is the quantity,

o

quality and price of foreign meat, especially beef, entering the

institutional market

‘An 1nvestigation into imported meats, especially beef
considered relevant because it has often been alleged that large

quantities of foreign beef tend to depress Canadian cattle and beef
pricesl and that New Zealand and Australia have be;n'"dumping" their
beef in the Canadian market at unfair price levels.2 Earlier research
also indicated that imports from Australia went primarily into the
processednmeat industry (hamburger patties and sausages) and that a
noticeable volume of wholesale cuts originating from the United States

went into the HRI market.3 It would therefore prove ‘useful to document

how much of the imported beef goes to institutional feeding operations.

. The Canadian press published numerous articles on this subject.
One such article appeared in Toronto Globe and Mail, op. cit.

2 Jim Dawson, "Canada’s Beef Trade." (Unpublished report,
Alberta Department of Agriculture{ Edmonton, Alberta, 1977.)

3 K. D. Smith, et al., op. cit.
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Geographic Source of MeatSIConsumed in Institutions

' Figures 5.1 to 5. S indicate the geographic sourceF of the types

of meats. supplied to the institutions and. their percentages as providedé'f

by five packers and processors who were interviewed It should be

pointed out that the figures were given in’ percentages and were rough

l

estimates rather than specific quantities. “Also, only three;of}the'

fiveucould estimate‘these prOportions. ‘The:average‘3of‘the prOportions

_were used in the figures. - ENR :

Beef . Alberta proved to be the dominant source (80 per cent) of
.beef consumed in institutions (Figure 5.1). Oceanic sources (Australia
and New Zealand) were second with 16 per cent, United States third with
3 per cent, agd other Canadian provinces accounted for only 1 per cent

Surveyed institutions stated that domestic beef supplies came

o

" ptimarily from fed steers and heifers usually delivered to institutions_
v

as fresh meats. The uppef’cuts of beef carcass such as shoulder pot~
. . "j !
roast or steak, boneless pot-roast or steak, short ribs, stew beef,

f

.corned brisket and middle cuts such as"Tlanks, ground beef and beef :

patties were" said to constitute maJor'freshzbeef supplies to

-institutions (Table 6.5 and Appendix D%? Lighter carcasses and their
resultant primal cuts are also used by institutions. g

-

Imported beef cuts from United States were of the high quality,

large and expensive type %g;;ined for the HRI trade.1 Smith's

study, however, showed that very few of these cuts were used in -‘the

1 R. G. Marshall, "Beef and Pork in Canada : Demand, Supply and
Trade.”" Paper submitted to the Food Prices Review Board, Ottawa,
June 1974. '

NS

Ry



' (Figﬁre 5. 1) shows that 16 per cent of beef supplies to
from New Zealand and Australia.‘ Beef originating from t se'countriesigf

jtended to be used for ground bee', hamburger patties, an manufactured

.’,.

hem‘originated:‘?*"

'meats Hawkins,‘et al found th &t in addition to boneless manufacturing 'ﬂﬁk

' meats‘}strip 101ns, tenderloins, t p butts and bottom butts were enter—
: ¢
ing® Canada on occas1on to be»marketed by purveyors as economy price

‘ cuts.2 Thesé cuts were reported by'Faminow as generally going to the -

HRI market 3 whfie it was determined in this study that a great

-Proportion of the- varlous meat cuts of beef mostly demanded by

institutions were’ also the low—priced cuts (éppendixiDl);"

»Porkt A higher’proportion of Albe poqk than Alberta beef was

consumed in institutions (Frgwge 5.3). There Was, however, a sizeable

:

import proportion of pork~-8 per cent--that came in from the United
o)

States while -1 5 pPer cent came from Ontario. The packers reported

that there had . been supply shortages of pork’ (relating back to hog

shortages on farms in Alberta) during the past three years and that

. the buoyant export market, especially to Japan, was partly accountable

¢

Ve . . :
x K. D. Smith, et al., op. cit. -

2 M. H. Hawkins and R. McCormidk, "The Australian Beef Industry:
' Report No. 10.' Unpublished report to the ‘Alberta Government.

3 M. D. Faminow, op. cit., p. 42'3

,
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1nstitutions.bf'

, QS.per cent of the veal suppli to- the institutions was produced in

‘for domestic (Alberta) shortages. Imports from Saskatchewan and

Ontario had to make up for the Alberta supply deficit

.. )

Poultry Alberta poultry was dominant in institutions,

-1accounting for 95 per cent of institutional poultry supplies'»

N : .'5"_ )
(Figure 5. 4) Small proportions of out—of-province poultry—-3 per cent

\ .

of Manitoba 'S, and 2 per cent of Saskatchewan s——were supplied to

'*LaﬁsfanafVéAi A great proportion of veal and lamb used in )

institutions was imported The survey showed that 70 per cent of the
veal and 94 per cent othhe lamb used in institutions was grown in -

Australia and- New Zealand espectively (FiguresfS.ZVand 5.5). . Only

»

__port Situation in Institutional Meat Supplies '

One of the hypotheses to be tested,in this study was that
1mported beef items constituted a large proportion (larger than 8 per
cent) of the beef purchased by institutions. The hypothesis ‘was
supported by reported quantities of beef items consumed as shown in

Table .6.5 1in Chapter VI, and thevproportionrshown in Figure 5.1 for

! More on Alberta produced veal isg discuSsed‘in"Chapter VI,

125

: ‘.3\:"‘.
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'1f'imported'beef. Beef imports into Canada from Australia and New Zealand
over the last seven years have represented about 5 to 8 per cent of =
,Canadian beef consumption.I’ These percentages -are far below the
lsurveyed institutions‘vshare of foreign beef consumption, which was’ it
“shown to be 19 per cent——16 per cent from New Zealand and Australia ..ﬂ
. and 3 per cent from United States.- The 16 per cent given as the
‘ﬁh proportion of the surveyed institutional beef consumption accounted
for by imports from Oceanic countriese;New Zealand and Australia——'.
“therefore did not appear to be an“overstatement, considering the menu
nitems popular with institutions (Table 6.5). The table showed ‘that -
‘:eground beef vamburger patties, cu§§d and processed beef accounted |

for almost 50 per cent‘(47 5 per cent) of aIl beef items" consumed in

2
institutions.

g

~Reasons.‘for Imported'Meats
It is not clearly understood why the overall trend has been
towards increasing meat imports, especially in beef . and veal. Lower
-/ .
-prices of imported beef were: often claimed to.be a major reason,3

while it was, alleged that some local subsidiary firms often followed

the parent/company 5" instructions (often foreign—owned) with regardsf

o

1 Jim Dawson, op. cit.

2 It should be’ understood however, that’ not all .the 47. 5 per
cent originated from imports. A considerable proportion. (average of
50 per cent) of ground beef received by institutions is in the fresh
form and is supposedly Canadian produced

. v S — .
3 M. D. Faminow, op. cit,, p.’43. - T
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,‘(

: .as to where they should procure their meats.%< Yet- Marshall argued that

the influx of imports from Australia and New Zealand was a result of

déficient ‘domestic manufacturing beef " supplies.?" To have. an insight

’

into~which of the above factors accounted for the exact reasons for

‘ .

. importing beef, the packers and processors who supplied imported meats

to institutions were asked to evaluate the following suggested reasons

.

for importing meats according to their importance. The reasons were

] that..q'

:(a)ﬁ

(b)

', ()

(d)

o,

‘there was a short supply of Alberta produce of the\

imports cost 1ess than Alberﬁa produced meats‘k' ‘
: N\ -

'imported meat type, ffj‘,:ﬂ‘ L ,:,‘-‘.\u‘

gimported meats have better taste and quality,

it is the company s head office buying policy to import

©

' meats .

All ‘the packers expressed the opinion that - price was the dominant

factor for their purchase” decisions regarding thé importation of beef,

veal, and pork, and that the short supply of similar types of meats in

Alberta was a secondary factor. However, consistent«short supply of

Alberta produced lamb was considered the dominant factor for importing"

the latter while- the lower price of imported lamb was considered a

. subsidiary factor. No other ﬁactors besides the above were considered""

EN

as reasons for importing meats, 7 g . : . E

: This view was obtained from a discussion‘withga manager of a
franchised fast—food restaurant in Edmonton. . S

2

R. G. Marshall, op. cit., June 1974.



CHAPTER VI o

v v
QUANTITIES VALUES AND PROPORTIONS OF. VARIOUS TYPES

OF MEATS PURCHASED BY INSTITUTIONS

This. chapter is concerned with the type quantity, and. value of
~‘meats used by the surveyed institutions. The analysis in the chapter
‘is undertaken in three parts. Part 1 shows the -total quantity and value
of meats used by all the institutions surveyed and by each type of
.institution. It*also analyzes the proportion of total meat quantity

and value accounted for by each major meat - group. A discussion of

meat items (or menu items) most popular with the institutions is under-
taken in Part 2 Also reported in this section are the surveyed
institutions opinions on the various types of meats purchased The

last part of the chapter discusses the factors that the institutlons

con31der in buying the various types of meats.«

-

o

Major Meat Groups ; e

b

A wide variety of: meat items are served in institutionaN
service operations. The meat items ‘were assigned to their appropriate4
class in the five maJor homogeneous meat groups, i.e., beef' veal~
pork, lamb, and poultry Beef ranks number l in terms of quantity used
g of all meats, accounting for over 88 000 pounds of the estimated total
of approximately 193 »000 pounds of all meats used in a month by the
institutions surveyed (Table 6.1). Thig quantity represents

approximately 46 per cent of the total meat the surveyed institutions

‘consumed (Table 6.2). Five of the seven institutional types had ‘beef

B 128
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'

© accounting for approximately'SO per cent or‘more of their meats..‘ﬁeef
.accounted for approximately 60 per cent of all meats consumed by
schools and welfare homes, while hospitals and nursing homes recorded
approximatefy 45 per cent, and the universities and colleges accoun&sd
for approximately 37 per cent, The reason for the lower percentages
rvof,beef in hospitals éﬁq colleges is that more expensive meats like
veal and lamb are used as variety dishes, and poultry is used more

by hdspitals, universities and colleges than by high schools and
welfare homes.

.Pork products came second of the five types of meats used.A Over
48,000 pounds of pork were used in-a month. Thé& quantity represents
'approximately,ZS per cent of all meats‘used, and also represents a
ratio of about l to 2 invrelation'/to ?e oquantity of beef consumed.
\Ihis ratio is in sharp contrast to the ratio of 2 to 10 givenaby
Agric?lture Canadal with regards,to quantity“of pork consumed in
| relation to quantity of beefAconsumed away friom ‘home. This implies
_that pork is consumed more by the institutional segment of the HRI
market than by the hotel and restaurant segment. - ~

Poultry ranked a close third,to pork with almost 40,000 pounds
. used, about 21 per cent of all meats. The reason for the relatively
high percentage is that poultry mea&s are a relatively important
dietary meat in hospitals and nursing homes where poultry consumption
.(29 0 per cent of all meats consumed) exceeded that of pork.. The
relatively higher use of poultry 1s due to its flavour, juiciness, andf

ease of chewing for the type of people in this type of institution.

1 Agriculture Canada, The Canadian Pork System (Ottawa: Food
Systems Branch, April 1977), p. &7.
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Use of veal and lamb was relatively‘limited. Veal and lamb each - o

accounted for about 4 per cent of total meat used. The percentage™

distribution of the estimated quantities: is shown in Figure 6.1.

¥ 4/

With regard to the proportion of each type of meat'bought by eath
type of institution, ‘the problem was to learn whether the proportion of
each type of meat bought by each institution depended on the type of

institution or the type of meat. ThH® null hypothesis tested 1s that 'f\\\\\

\
the type of institution or the type of meat does not influence. the
I 3ot
b et
quantity of any type of meat bought: by each institution,

AN *
observed differences in the proportions are only due to chance.

°

A two-way analy31s of variance was performed on the quantities
of each type of meat bought bygmhe institutions. Results of the

analysis (Table. 6 3) show that the type of meat as well as the type
»

of 1nstitution significantly influence the quantity of each meat type

bought by each institution. The hypothesis was rejected at the

5 per cent level of alpha. The interaction of the two factors (type of‘

meat and type of institution) also 51gn1ficantly influence the type of
meat bought by each 1nstitution. The interaction effect is significant
at the 1 per. cent level of alphd, so is the,type4of-meat effect,

2} i Ly
It can thus be concluded that: - o

- &

1, Beef, pork, and poultry are the Popular meat types demanded
by the surveyed institutions. ’

2. The hospitals and-nursing homes have a relatively hiéher
demand for poultry, while welfare.homes, penal institutions, ’
in-plant/in—office cafeterias, schools, and day care cehttes
use relatively smaller amounts of veal and lamb.

3. Hospitals, universities and colleges are the main: users of
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FIGURE 6.1: Surveyed Institutipns' Distribution of

Estithated Meat Quantity by Meat Groups

Soturce Table 6.2, .
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veal and lamb.. . o . . ’\: |
o s v L - ‘ | »
The proportions of. the varlous types of meats used in the surveyed

institutions can be compared With national distributions. Calculated

e -
YR [

average percentages for the .major meat types consumed in Canada over

3~,_the past ten years show beef to account for about 44 per cent, while

. .Av' 'll
pork accounts for about 30 per cent. Poultry is third with 22 per. cent

hil eral and lamb each accounted for approximately 2 per Qent. These

figures show that the proportion of beef veal and lamb consumed in.

1nstitutinns is higher than the national average but pork is 10war

,‘:whlle poultry is almost the same . as ' the national percentage.

The proportions shown " 1n fable 6.2 for schools appear somewhat

'

\—
: similar to those found by Anderson, et al 2. ‘when they estimated the
. ,,h’ Y ST

” quantities and proportions of the bypes of meats delivered to public f

\

schools ovef a twelve month period : According to ‘their study,a60 per

cent of the meat used was beef Lamb and veal vere not used, while

poultry accounted for 16. S per cent and it was used moré than pork

4 -

Value Estimates of Meats Used in’a Month,
Beef s. share of total cost of all meats used id the, surveyed

institutions ‘was estimated at $99, 852 or 45, 4 per cent of the estimated
?

value of’$219 904 (Tables 6.4 and 6 5) Its share was almostwequal to ..
. A ,

!

®

c

" 1nAgriculture Canada, Handbook of Fodd Expendituresl Prices and
Consum tionx(Ottawa. Economics Branch Publication Nu
1975 . ;

2 Anderson, et al OP o cit.
b4

LIV
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:the 45,9 per cent that it accounted for ‘whert' quantity of purchases was.

: f

- used as the unit of measure.' Similarly, poultry, with an estimated

20. 7 per cent of. the quantity used accounted for 17 4 per cent of :
T e m ] .
the e timated value of all- meats used. The proportional share of veal

'} in value of purchasesfwas 4 7 per cent and 4 0 per cent,;_;ff:.

Eively The value share for vealpwas up, while lamb:was down"'

‘Q»

r“tity shares, and although pork accounted for‘

fyjﬁéea;ﬁiﬁs,éhérerosé{£¢T51mes;%29*ﬁer

' e e S L LN
cent‘When:dollar Value df'purchases was estimate . The influence of

' higher aggregate prices per pound of meat is therefore clearly evident

. N
:in pork ahd veal. _The percentage distributions of the estimated value

of the meats are shown in Figure 6.2,

: -

: Institutions Usage of‘MEats ’ S .

It can ‘be recalled (Table 3 2) that the hospital category contains

served per institution per day. The number of hospitals and nursing :7

"fihomes surveyed was 28 of the 63 institutions sampled or 44 4Lper cent, 5;7*“

S

'j_and they accounted for 44 8 per cent of total meats used (Table 6 2)

irepresents only 7 9 per cent of the institutions sampled, it accountedqrjaﬁ.

e e

vfor over 23.per cent of total meat used. This high PrOPortion is due‘p;\"w

to the large quantity of meat used monthly (12 Oohglbs. of beef

3, soo lbs. of veal 8 800 lbs. of pork 7, ooo lbs.-‘of lamb and

L4, 770 lbs. of popltry) by the Northern Alberta Institute of Technology

¥y

BT

[

for i“Stf“Cti°nal phrposas (Appendix 32) Other notable users of meatly"""
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-/ Total A1l Meats
$219 904 s

v .

) N P?f‘k Poultry
o 28.5% ) 17.4%
] €. o
, &

i L . S “--,".
& . : e

© . FLGURE 6{2 ’Percentage Distribution of‘Estimated

Value of Meat Consumed by the Surveyed
_ Institutions

| Source: Table 6.5.
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are the Defence Centre and the penal institutions. The Defence Centre,

‘.which accounted for only,J 6 per cent of the institutions sampled

‘chonsumed Il 5 per cent of the estimated quantity of meats used in

'xlday care centres, the welfare homes, and the employee cafeterias.

4u‘

institutions while the penal institutions consumed 10 9 per cent of

A

‘total meats but accounted for only 3 2 per cent of total institutions

: sampled Relatively small amounts of meats .are consumed by schools and E

e

SR,

B

“Im portant Products Within Major Meat Groups

. canned),_and chicken fryers.

all beef used Steak was second in line while roast beef was third

- The number of meat items or menu items in each of the major meat

”:fgroups varies considerably among the institutions surveyed The beef

Vgroup has many items whereas the lamb and the poultry groups have

relatively few. Seven products were of paramount importance with
regards to meat items commonly used. in these institutions, each account-
1ng for ovér 6,000 pounds of total quantity of meats received by the’

'

14 institutions reporting (Table 6. 6) - They are ground beef, roast

'beef, steaks, variety meats (beef) ham, cured pork meats (excluding

Ground beef (including hamburger patties) was most used of all

;'items of beef meatf; accounting for almost one—third (31 8 per cent) of

“

”‘The use of variety meats was highly noticeable, accounting for 17 2 per

wwcent of total beef used

Ham was the most important item in the groups of other red meats,

o

representing almost 39 per cent of all pork used. Cured (excluding

-

canned) pork products ran-a: close second with about 37 per cent of total

pork usedﬂ

In thé»pdultry grOup,'chicken fryers'were the foremost item, .
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representing 43 per cent of all poultry meats used. However, turkey

o

‘roasts showed importance by accounting for about 25 per cent. Veal
cutlets, hips, and lamb roasts were also favourite meat items in
institutions. _ . N

In general it should be understood that the reliability of a

A

" quantity or’ value estimate tends to be. associated with the number of
institutions reporting the item. That" is,'an estimate for a given

food item tends to be more. reliable a8’ the number of institutions

\

reporting increases.‘ Consequently, reliance on estimated quantities

and proportions will rise in proportion to the number of reporting

L

.,institutions. /

» o
) +

Institutionsf Opinions on the Types of Meats Bought ' o o

One of the questions asked during the survey and emphasized in 4

et

“the questionnaire was that which dealt with institutions' views and

comments on current usage of the variousgtypes of meats. The motive

.

of -the inquiry was to learn more about the current and future require-

ments of the institutional foodservice industry so as. to know what
4 B »

'products could be improved and made wmore acceptable to the institutional

market.

‘ln general,.responses from institutions indicated that they were
quite satisfied with the grades, quality, freshness, and cuts of beef
they bought. Except for four institutions in the hospital and nursing

home category, all the institutions indicated titat supplies were
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adequate although portioned cuts were very expensive. Two of  the
institutions with inadequate supplies of desired beef cuts pointed out
a lack of experienced meatfcutters in' the rural areas in which‘they
were situated. ‘The other th'institutions‘imported'beef from‘Esstern |
'Canada becauserone‘was.a "religious'home" whose religious demandsﬁwith
regards to meats could not be met by local suppliers and, theretore, it
had to import "Kosher meats" ftom Montreal. The other 1nstitution .
,‘_imported meats” because packers were often inconsistent in sizing their;
portioned cuts? i.e., cuts were either too small or too large.
Most institutions bought their meats in the fresh form and only

Jtwo institutions wanted more convenience items than they already had.

' Most.institutions stated that they wanted to see strictly Alberta”™
beef used in their establiéhments;‘howewer,'they«reported thet»there
was no,way of knowing where the meats they ate were grown. However,

there were some items or by-products that many institutions would like

to. see made available to them. They'are:

™ (a) smaller packaging of corned beef;
(b) grade B beef; 0
(c) more Européan ssusages, e.gi; Salami; ’ -
(d) smsller cuts of beef;
® (e),ﬁsome leaper beef roasts;
(f) gourmet itens;
(g) Swiss. steak. :

Few institutions serve veal, and those who serve it do so only
. ,

for convenience and to provide variety. Many institutions reported
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to have given up veal as a menu item except for veal cutlets which are

o

served only periodically. Most common reasons given -for not buying 'm"'

veal are:

(a) Veal cuts are expensive and the carcass yield iq low
. 2
8 compared to bgef Therefore, many institutions have
relinquished its use to restaurants and hotels, except
» for the institutions who use it for instructional purposes.
(b) Veal supplies are not- readily available and are on a
seasonal basis so mdny institutions have given it up as a
menu iten. The institutions who iike veal have to resort
to‘imports from NeW»Zealand and Australia. But the problem
w1th imported veal is that one cannot depend on its

availability; Some institutions would buv\Veal if it

“
readily available 'and in the desired box sizes.

(c) Alberta veal does not compare with European or Eastern
Canadian veal which is more tender/and has tne taste that
institutional conSumErs like. Older people often don't
like the\'taste of the veal_provided.in institutions. Good
light veal\ which provides the desired taste is not generally
available aNd often light beef is substituted. Light beef
COmeslfrom 608 pound animals which are grain or grass-fed,

whereas ‘true ve 1 comes from animals weighing between 200

and 300 1bs. and \vhich have been strictly milk-fed,

%

A A general lack of interest in this. product was expressed by . .

,-."

institutional meat buyers. =The,lack.of interest was also evident in

A
-

)
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"the small proportion (4 per cent) that lamb made up of ‘total meat pur-

chases of the surveyed institutions. The mostwirequently given reason

v

for not using lamb wad lack of taste for it. Lamb was also reported

o to be very expensive and supplies'were not regular and .dependable.

About 94 per cent of total institutional lamb uséd was reported to be

imported and there were delays and uncertainties about time of arrival.

'
. 90 1%

- Many respondents expressed the opinion that Canadjan lamb is of

g better quality and more meaty than imported lamb but that the former

“isumore expensive -and not readily available especially in the cuts -

oy
.
fmty

that were desired Many,/how ver, wou&d like to see Canadian lamh

ru,,,,,,'

more competitive with imported lamb

-~ . “

Pork .

N [

Comments about pork were generally favourable.\ All comments

seemed to indicate that respondents perceived’ Alberta pork as of top

quality. Except for one large hospital" who expressed diékati
3 A

- with short—shipments and consistent lack of uniformity

"~ relative prices of pork, especially by small

j% operate on very limited budgets. Some institutgons”
_",cuts and»sParer”bs
hE - e kNN "‘v “ ‘w"'( -

for sweet and sour if' they were avaiiable and' at, lower prices. °The

‘%_r‘ © e
respondents thought that- such cuts woufd yieldéi%gg Waste and save

labour in cutting.

Poultrx . . {?

Poultry seemed to be popular with
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y B 1;«’ '
with the product was expre%ﬁed. The most popular poultry item is the

chicken £ yerF—the 2-2% 1b. size. Roasting chicken and turkey are

-

~also popul r; however, some ‘dnstitutions would like better quality

“

- _ turkey rolls. Almost‘aII’zn;titutions did not use the other type of

*;qthem.

C]
N
Pve

'poultry items at all. Ducks are not usually available in desired

quantities, and geese e n short supply. Wild game ‘was definitely

not used. Ducks, eesé, andlwild gane were said tc»@e so hard to'get

A

Ln desired quanfities “that 1nstitutions did not bother to agk for

.- 4 N |
«l .

A greater proportion o poultry méats, especially chicken, fowl
‘L’ N 5
and turkey, were bought fresh rather than frozen.

°

Factors Related -to Buying Various Types of Meats °
\ ) . \ o, .
«v . ( : N . “
Many factors are related to the. quantity of meats used in insti- .

Y 4 Ca

tutions. 1In a preceding sectigﬁ, attention was drawn to differences in

4 " -

the quantities of various types of meats demanded. by institutiOns~

These differences largely are-reflections of more basic factors, Qpé

o

most important -of which are tastes and preferences, dietary reduire; %

Y o

3

% ¥
ments, food fads in thevcﬁlture, relative price of the meal product, *

and variety needs. . ”r,:>

These factors were given as reasons for buying the various types

of meats. The institutions were asked to rank these factors according

N

to their order of importance for eacH meat type. The ranking of these

factors by institutions are summarized in Tables 6.7 to 6.1l. Tastes -of

" i
i

the institutional consumers were stated to be the most important flactor

; \ |

for buying any type of meat used, except for lamb, where variety was

I3
o
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‘Vanrovérriding factorf Thirty-six institutions ranked taste number 1

;for buying beef 45 ranked it 1 for buying pd%k 42 for buying poultry,‘ e

_while 17 ranked it pe for buyiﬁg veal. Culture of people" or food fads

‘.wt,was ranked second for buying beef but "1ow fat content" was ranked

b.:second for buying veal and ppultry, while easily obtainable" was :

ranked second for pork Consistently 1ower price of a product, as-

:stated by respondents, appeared, therefore, not to be a, strong factor

L R 4 :
: ’s1nce 1t: ranked fourth among the factors for buying each meat type.n‘

On the ba51s of the ranks given, chi—Square analysis was applied

"l,to each table to determine whether the observed patterns of rankings

‘-A__were exactly Hows the institutions perceived them to be. The null

_hypothesis tested was that there is no clearly interpretable pattern

O

of ranking of the reasons given for buying each type of meat. This
hypothesis wasrreJected for each type of,meat at 0.5 per: ‘cent level
-'(Table 6. 12) Thus, the tests indicate substantial agreement among
institutions that taste is an overriding factor for buying each type ;f‘\
‘of~meat except lamb for which the variety factor ranks number® 1

A

Tastes,.Preferences and Food Fads e sy

e o | :

.’___ Ethnic, religious, or geographic characteristics showed up
distinctly in institutional food habits. These traits appeared to

erdetermine the tastes and fads of institutional meat consumers,»d B

: especially in hospitals and nursing homes. People in Alberta:v"ered
ilivestock is raised, tend to prefer eating beef. ,This attitude may
also explain why the amount of lamb consumed is so small in

.- [ 25

institutions since lamb is us d’
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" - - . e
v ~ Graphical Analysis of Price-Quantity .
’ Relationships

RN

Owing to the surveyed institutions conflicting perceptions of

the importance of price in their purchasing habits, a graphical

*\illustration of the prices and quantities of the types of meat bought e f'
: \\ T , X
dre made for a major hospital with which data were avallable

pn}

(Appendices FL to FS) The purpose is to determine whether there is
‘ﬂ:a correlation between prices andrquantities bought in order ‘to establish

f-iwhether or. not institutional meat~buyers are respons1ve ‘to meat prices

Data available ar‘

Lon a monthly basis over a period of 30 months-—‘

'January 1974 to Junpjl976 (Appendix F6) L -

| Graphical illustratipn (Appendix Fl) of’ the prices and quantities

- of beef shows that as its prices fall more quantities of beef are -d

';bought Thus, it can be concluded from the available data that the
institution in question is price—responsive with reSpect to beef
purchases. . S
: ._‘ Similar relationshlps to beef can be drawn for pork :and lamb
which tend to be purchased more as their prices fall (Appendices F3 and
FA),,’However, this type of relationship is not observed for veal and d

: poultry (Appendices F2 and FS) which are often bought in greater
:quantities even- at higher prices.

o From the illustrations, therefore, price may not’ necessarily be

an index of the quantity in every type of meat bought in the very

. ‘short run, i e., quantities purchased of any type of meat may. not be

as

responsive to that meat s price. However, in the long run, combinations

ih?‘stes—ﬂﬁqrins—fmportaﬁf’f ctors that influence S

o



‘o institutionsl purchases of the types of meats bought.

e e _ " ? I T : Lk
. : : ‘ .
: Relative Price of the Product

Surveyed institutions stated that their reaction in: purchasing
- ‘ o
one. type of meat in response to ‘a change in another is low.

R

'.Particularly, they statdethat purchasing pork in response to
changed beef prices is almos il although more»beef is reported

bOUght in response to a change (rise) in the price of pork The,
e ok
‘ reason given by the surveyed institutions ié that widespread publicity

and pronouncements from the medical profession on the- possible linkage
of obesity and overweight to. diseases of the heart and blood vessels
have resulted in some shifting away from fatter to leaner types of

nmeat ‘ The surveyed institutions, therefore, thought that pork
AN “
- consumption has,‘as a- consequence, sustained adverse affects .due: to
e i
~ the public image of pork as -a relatively fat meat while poultry has

J

grown very pOpular as a low-fat—content ‘meat, D ST -

- * - . : . P ~

i

Use of Meat Substitutes or Analogues :f BRI : Y

Foods such as eggs, fish, cheese Vegetables, etci,'can'sometmeSl'

-
4 A%

be used to replace meats to a degree.' Surveyed institutional buyers I (//

(except for three of them--Table 6. 14) however expressed that nol .

substitution of such meat. analogues are made in théi@ diets. They

' R
stated that one meat item can, however be substit %g for another,
I P : oo ;m:_
, or: one portion cut of a type of meat (e g., roastQ eef for steakettes)

l can ‘be substituted for another, .. The institutidhs, eSpecially the

& i S L

. 4
______lhospitalswaadfnarsingwhomes,“who tended to f0110w their menus very

_strictly, usually made this type of substitution. : B ‘ f%;$%%?44‘
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¢

Income and PqpulatiOn

Income was never given as a. determining factor of the quantity
‘ and types of meat bought although popuIation changes were given as a
'determinant of trends in meat quantities purchased (Table 6. 14) The .
- reason for the no—income factor is - thatlmenus served in institutions
.J are- the same for every consumer regardless of his level of income,
I;and no individual purchases are‘made for the population. The rich ‘
land the poor pay the same amount for foods (meats) they eat. On the
,contrary, population may influence the types of meats bought in
'reSponse to a relative change in their prices, and may have an
, important effect when considering total meat. consumption. 'Other things
being equal, a 1 -per cent increase in the number of .people will result

in about a L per cent increase in the overall quantity of meats

consumed in fhevinstitution..

. '
<

'

Trends in Meat’ Quantity Purchased by Surveyed Institutions

P

Table 6.13 shows reported changing trends ‘in the quantity of -

each type of meat bought by surveyed institutions. TWEnty-four
, A '

N

institutions reported an increase in the quantity of beef bought over
the past two years, three for veal, nine for pork, one for lamb, and
"'twenty for. poultry. Only one - institution reported a decrease in the
quantity of beef bought but six institutions reported a veal decrease,

‘ nine for pork five for 1amb, and six for poultry. oBy and large, the
‘quantities of each type of ‘meat bought have remained unchanged in most‘

_institutions.

. Reported reasons for the changes in quantities bought of ‘each _ 51

“[type of meat are shown in Table 6. 14 The surveyed institutionsl _.



TABLE 6.13

REPORTED TRENDS IN THE QUANTLTIES OF MEATS

BOUGHT QVER PAST TWO YEARS, 1974-1976

R
o . bt

159

. Type of Meats

Ngticeqble'Trénds in Purchases

Up . Down

Unchanged

IQgtitﬁtioﬁs\Reporting

Iﬁstitutions

Reportiﬁg

: Beef
Veal
Pork
‘Lamb |

-Poultry._

24 1

3 6
9 9
1 5

20 6

37
53
42
53
37
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TABLE 6.14 :
REPORTED REASONS EOR THE REPORTED TRENDS IN MEAT®
QUANTITY PURCHASES . o
Reported Trends in Purchases
Beef Veal Pork Lamb Poultry
, : Up Down Up Down Up Down Up Down Up Down
Reasons for : ; .
Reported Trends Institutions Reporting
Population increase 10 - 1 - 4 - - 6 -
Population decrease - - - - - 1 - - -
Price increase 2 - 2 4 4 3 1 4 3
Price decrease 7 e - - - - 2 1
Taste increasq, 9 - " - - - 8 -
Taste decrease - - - - - 1 6 - -
5 Not always available - - - 1 - - - - -
Use of meat sub- .
stitutes - 1 - - - 1 - - 1
Too much fat‘ - - - - - 2 - - -
¢
Q!':é:' "."



- E A .v; 1 ' ' g e ) 1
’ i L ‘\.‘\\: - k%ﬁ;
reported that the quantity of beef purchased went up owing to popu—. ﬂJ‘.J‘@ )

"%
lation’ increase, taste increase, and price decrease, as. reported by

: s %g
ten, nine, and seven institutions, respectively. ‘The same reasons, ™

.were given for the rise“in the quantity of poultry’ bought~-eight @
institutions reported the quantity increase as being due to increase

in taste, six due to population increase, and only_two institutions
due to price decrease.. ~ . o - N

LY

W

It can also be observed from the table;that price incréases led

4

to more quantities of certain meats beiné bought. The reason_givenv

RN )

for this purchasing behaviour was that; in order to maintain the T

]

proportion of each type of meat programmed in the ‘menu, exactquantities
of each type'of meat had to be purchased even if their prices increased

In summary, beef, pork and poultry appeared to be the meat types
most popular with institutions, and virtually all the institutions

surveyed expressed~satisfaction with the products. The surveyed

_institutions stated that veal and lamb were not much used ow1ng to

'Y

lack of taste high relative prices, and unavailability of adequate

and regular supplies, Similarly, the use‘ofckonVenience foodslwas
limited as most institutions_liked.to purchase’their meats fresh or
frozen to he cooked by themselves.h Tastes of institutional congumers’
'fiand culture were stated as the two most important factors for.buying
the types of~meats used in_the“surveyed institutions; while low

price of a meat was not stated to be a strong factor. However,

graphical analysis showed that beef, pork, and lamb purchases are made

_in response to price changes.- — — - - —— - e
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CHAPTER VII =
& f INSTITUTIONAL FOOD MANAGEMENT PRACTICES AND \
iy
UTILIZATION PATTERNS OF VARIOUS MARKET FORMS OB
P/D MEATS1 IN DIFFERENT STAGES OF PROCESSING2
. g -
’ " Introduction~ p\
a ) ) il ’ ] e 4

[

Meats are purchaSed by institutions in large quantities like

I8

intermediate goodsg but ‘are used by institutibns as final consumption

X Qo v‘i :
goods ' Most institutions buy portion-controlled and standardized cuts

‘?} ) - 3 a

a

" from packers and purveyors the cuts are sometimes further processed

v, T
before being used as final goods. The institutional market serves as -
y s . - S
an interface with a group of’ consumers, and ag “such it becomes necessary

o uo congider,’ within the context qt institutional purchases of meats,

'..m J

the utilization pa terhsnand factors affecting procurement and use of

w 3

’"vagious forms of meats, at different ‘stages of processing (i. e., fresh

*; siZe of units &f packaging.

A

x,, L o
cooked meats and convehience or pre-cooked frozen fong of meats),

L3 >
©y .
_ae 4
R U .
! N
;.

1 Market form of meats means the physical dimension of fopd

items when purchased, such ds portioned cuts, whole carcasses, or .

i

cy b . o '
2 st outlines the stages of processing as defined by the * °s
United States Department of Agriculture as follows: () Foods which
congist.of a combination®of two or more individual foods or contain
commodities that have lost most or all of their ofiginal identity;

(2) Menu items completely prepared in off-premise preparation .
centres and transported for assembly—service. See: R. C. Lifquist,
.Expenditure for Processed Foods by Employee Food Service Manufacturing
Plants, Research_ReportiNos»4587QWashiageon D€’ United States
Department of Agriculture, 196;)

)

X L ]
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S J In this chap{er information is provided onyéhe characteristics I
"?‘: - of the institutional market. Also provided is information bn food- S

B service operations used in institutions especially with regard to "
e \

institutional catering, the use of various forms of meats, and the

. [
- . .

°‘ésize of the food management companies in institutional foodserviceg,‘ffi‘
N IR S S sl v ; S

E

ES :Type of Food Management Officials in Institutions Surveyed

¢

B ""f - Table 7 1 shows the various/titles assumed by food management

4

\

tf‘officials as rep rted by institutions surveyed Food management«f‘~-‘-

‘ '”;ofgicials in:fveusurveyed instinhgions range from non-skilled or -
PN ‘,‘ N

Qispecialized officials in foodfservice such as clerks, cooks,

urse, group home parent, and component manager, to the 1'f

.v mighly skilled professional people*8u~c *as:lﬂhf"'

'.production supervisors and managi 8 Hospitals and nursing homes,"

. Y.

Se
universities and colleges, and in-plant/in—office cafeterias are the

ﬁ;institutional types which enlist the services'@f highly trained f;;;r'v_ ‘_“””

,:\, kN
i) A .

PR professionals in food service. Hospitals are. the‘only surveyed pif T

3

_\1nstitutions which fhlly employ the’services: f dieticians,-with only:{'
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L ;  {, TABLE 7. 1 "‘*,"*l__, |

-”ji.pjff%ungISTRIBUTION OF- FOOD SEBVICE OFFICIALS IN. THE SURVEYED
SR INSTITUTIONS BY TYPE OF INSTITUTION

e e : f'_"‘bz : . ,"w‘fc‘. o
. k o -

ram

[

&

-and Day Care: " |
| Centres . .~

ges - |

V,Food'ﬁanagement‘

pitals and
tsing Homes

}
: H_o{.s [
| v
}

o0
=]
Q
o
Bt
5
a
-~
&
0
=
=4

Institutions |
*qu?eétiéh'al E

Wbltare Homes |

afld Colle;

| Bigh Schools .

Dletician ;Q l. ,' f*'fg; va\f Sl : v R : -
'Fogd Service Directox fm-' -"‘l.i,ﬁf  ,V'I g "135‘;21717 "»,';1_3‘ : _ 1’

fFood Service Manager

.mRmdanuaim; v »,i T;“_?;€5?;= .‘ ' ff .

©,..Cook
.;ff';gAdministrator

_;,;Director
j'fChef .,
" ‘.-R%gis te%_

> f,Supervisor

Group Home Panentﬁ' R
. Clevk-

Vf.Food Sefvicé e
' Administrator

o
O N SO I ST~ Sl C IR 1

R
S

AlCafeteria Man ger»

'Componeht Manager

fﬁCoordinator

SR N e
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vilmonth cycles (Table 7 2)

o “'-4

Ménu cycles also varied among the insti- f~‘

“_w

.f.tutions within a’ given institutional type. *For example with hospitals

'i “‘

‘.vlf“”}and nersing homes, menu cycles ranged %rom three weeks qh six months., ;

‘A.However

..“ .
AU .

e

the tw0 most prevalent were the

N

' R
" four-week and the six-week

cycles.m

“’L';lnstitution‘ used the six-week cycle.} Menu cycle in institutional

.nt.feeding operations may be important rigidities in menu-basedpbuying |

"‘7;{on the institutional market and

5 therefore, the influence of_menu“~‘

cycles in determining institutional meat buyers responsiveness to meat

Institutional meat purchases, therefore, SRR

‘m f: be/highlv responsive to Very short—run price changﬁs.'

) ¥
With regards to the meat products used all the instituations
. ﬂsurveyed‘gave'the information”that no difficulties had been encountered

ﬁﬂin procuring the meat types on their menu.

: The reason given was.that

is conventionally,dqﬁpped from the menu.;E”vﬁ
'WAlso in}case of impending shortages of'some tYPe”o ”meat Cuttherhaps SR

,,,"because f:Price.Changes,hpreference will begSiven"' an:
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. T I
e g., pork or lamb But in the casdq f shortages of .a special item of

"bu; meat (say, beef roast or beef steak), another item of the samiﬁmeat
type would be substituted (e g., ground beef substituted for roast ““
beef“instead of pork cutlets or 1amh chops for roast beef) Insti—?n“
tutlonal menu progrgmmers tried to ensure that all meat types were

included in the uwﬂ% in the desired specific proportions and usually

w v

than the o'ther durgng the On-goihg_"-ﬁié' .

'( AT

T e




VARIOUS TXPES OF MEALS IN A DAY

P

L

: ..1.1“ Number of Institutions Serving
: Type of People 9 — ‘ )
, Institution ;u-nuSe;ved» Breakfast Lunch Dinner Snack Reporting g

Hospﬁtais and Patientst. o

Ningﬂ o seate

. Universitiés}“It $tudents
o oo e

¥7Welfare Homes ‘,_ Residents
, Jand InstitutionS»
o S . Staff

Studentsj? B 2

5:Pay Care Centres St ff"‘

[

Penal "f, Residents
Institutions .xv Staff
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T

_iselg!managed kitchens, contract our their kitchen Operations and
'f‘,managemenu to food management companies or use a catered foodservice_“‘
system provided by some catering firmsv\h}qsﬁitutions which used the

latter forms of foodservice 0perations stated that they chose the

:‘system because they had né boarders or nookitchen faciyities, or

Aﬂ‘i -
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i72'
employed in in-plant/in-office cafeterias where they account for
50 per cent of this category -of institution s foodservice operations...
- The influence of ‘the food management firmg' is also seen in hospitals
o and nursing homes, the universities and colleges,'and in welfare
‘ homes and institutions, where about 18 per cent 20 per cent, and

"fabout 8 per cent respectively,‘use food management services. :

N
K
o

s

BuyersJ'Selected Cuts
L Lo v,

A major difference between the retail store meat trade and €he

1fijRI trade is the fact that stores take the entire side of beef or pork

2;Q;{while HRI outlets usually buy specific sections and cuts of the

‘ijhinstitutions saw advantages in buying carcasses

'»

S : 0
';fcarcass.‘ The survey of the institutional segment of the HRI market DR

R

ﬁ?;showed varied views regarding the types of cuts bought. Some R c?“l

.‘»4 P

: .
L the idea of buying primal cuts or portioned cuts.

Eight institutions bought not less than 10 per cent of their beef
f:;[asﬁhanging carcass, and five of the eight institutions bought 100 per

3o

‘:ﬂcent'of their beef 1n :.at form (Table 7 5) Similarly, four""'
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'labour costsf‘fln the‘caSe of chickens,.the’surveyed institutions
) ‘
rstated cut—up pieces make serving easya They also indicated that

extra processing of the carcass in the case of beef and. pork shifted

¢

‘efficiency in the cutting process. One official remarkea '"It s

easiervﬁo cut carcasses "in a prodqction line at the packing plant and

. 3 . . »

‘that are obtalned from the carcasses of beef pork veal, and lamb are

3

shown - in Appendices D2 to D5 ‘ ’a~ﬁ.i‘ I .

P ol : \ .
3 . N
] > \ Y

Factors for Buzinngost Frequently Bought- Meat Cuts o

A frequency distribution of‘institutions ranking of factors for

xbuying most frequently bought meat cuts is shown in Table 7. 10. ‘?Less

te

fat contenx was,considered ‘the most important factor. Fifteen

s
’

institutions ranked the factor as number 1, fourteen ranked it as

¢

number 2, and four ranked it as number 3. The next mostbimportant

3

factor stated by the surveyed -institutions is that most frequently

9

bought'meatshusually reduce kitchen. labour co%ts with regards_to cutting

the meats to.desired portion sizes. Thirteen idbtitutions ranked this‘
>

factor as number 1, eleven ranked it as number 2, while six ranked it
‘as number 3. The third most important factor stated is that the type
of meat cuts bought are usually obtained at lower cost. ' Other important
reasons given are that};he cuts bought make buying and.serving easj,j
provide fresher product, are more efficiently eut byvpackers or -
processors, and” are éood for instructional purposes.

.

AA cHi-square test of goodness of fit was performed on the

frequency table to determine whether there is any clearly interpretable’

]

labour from the institutions kitchens to- the-packing plant and improVed'h

the cuts are more consistent. The various cuts~—primal and portioned—*.f'

N "

4
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N pattern of ranking the factors considered in binng most frequently

w .
"bought meat cuts.‘ The hypothesis that there is no interpretable

'ppattern of ranking was- rejected at 0 05 level of alpha.v It is there-
‘fore concluded that institutions consider the factors for buying meat

| ycuts according to how they are ranked in the table and that price is
L -
'vstated not- the most important factor considered by institutions for

,A,buying most frequently bought meat cuts._w“ R L
v *

It should be noted that the factors given did. not relate to a
specific type of cut but to all types of meat cuts which are most
frequently bought. Thus, some. factors may be pertinent to portioned

cuts while some may be relevant for buying carcass or primal cuts.

Use of Meats in Various Forms of Preparation

Analysis of data from the survey showed evidence of little use

of prepared (convenience) foods, especially meats, in the surVeyed

%
1nstitutions (Table 7. 11) Only 5 of the 63 institutions surveyed

used convenience fodds (hot meals), while 3 of the 5 institutions had

LA

no more than 10 per cent of their total meals in this: form.,_However,
one . instibution reported that 90 per. cent of . its’ meals are in

.couvenience form. 1 A relatively higher number of institutions--13 of |
¢

" the 63 institutions, or 20 per cent-—have some proportion of their“

meats purchased in pre—cooked frozen form However, 8. of the 13

1nst1tutions have no more than 20 pér cent of their meats in. such/

1

1 Recording only ‘one institution as having 90 per cent of its
meals served in convenience form may not show the degree -to which
convenience foods are used in institutions since the one institution
represents an aggregate of 17 employee cafeterias catered by a food
management company. Data on the cafeterias were provided on an
aggregate basis, "and hence were 80 recorded. -

181
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" . . . i . PO

evidently fresh meat. Of the 63 instituti ,J¥ifﬂ,’.ed ”46;>or 73 per .

j;purchased 60 per cent or more of their meats in.the fresh fbrm, while

- . ! v . X R

_'only 5 institutions, or 8 per eenn purchased between 5 and 20 per cent

I R ST L TR A Che T e
of their meats fresh R LT s, ;'.'.‘:.Q.' o

Contrary to trends reported dn the literature withqregard to the‘

& ) Pal a . : i

: use of tﬁe "new market forms of food" in institutions in the United

=y

States and to some extentoin eastern Canada Alberta institutions

'Aseem somewhat traditional in their attitude towards the use, of. °

0 o

convenience foods and acceptance of modern institutional catering.
QY . :

The maJorrstated reasons given were. ':: , ‘:“ Shk

1. The quality and taste of fresh foods have not'been

| Afincorporated into Convenience foods.

2.“ Uncertainty exis \regarding thi quality of meats prepared

and the handling of the products from source to consumer.
' .3.~<It is cheaper and more convenient to Operate a kitchen.
. : ? g - 7
4, Cooking is used as a 1earning experience for residents,
'i < I3 . 1

dwhile meats are purchased for instructional purposes.

{5. Convenience foods are not adaptable to the. Special diets

t

and programs necessary for the;institutiOn..

Other reasons, such as government ‘policy, desire o cook P
~ /I

institution E food "family—style,' and 1ack of integest in convenience

3

foods were rep?rted as deterrent factors, The reasons seem inconsistent

o’
bd

E with the reported impact of advanced fpod technology as time-saving, ',\'

. N
cost—savihg, labour—reducing,‘and providing quality fqod*gk~

- ¥

t oA
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service 1‘\Marston, of the School of Hotel and Fbod Administration at
‘the University of Guelph however, agrees with some of the reported
‘freasons 2: He ' argues that although convenience foods do ‘save time. in
preparation there are doubts about the alleged cost-saving -
characteristics of s&is type of food service. Marston said v"Claimed

- 8avings are illusory, because people are still required tp‘ LAbN o

foods." ., | o : : L S

A rank ordering of the reasons reported by the surveyed

LR

institutions not using a catered food system was made. The reasons
and the rankings given are shown in Table 7.12. Lack of taste for
catered meals proved to be the most important reason with 27

1nstitutlons ranking it as number 1 while 21 ranked it ag number 2,

Kl

and 14 ranked it ag number 3 The second most 1mportant reason is that

S
.1nstitutiona1 meat buyers were uncertain about the hygienic c0nditions

A

under which convenience foods ‘are prepared Only 4 1nstitutions rankéﬂ%

the factor as number l but 18 ranked it as number 2, while 21 ranked

°

it as number 3. The third most important factor was that convenience

foods .are not adaptable to the special diets and programs necessary for

) the institutions. This reason wasg often given in hospitals and .

a nursing hones where Various special diet meals are required almost

-

-daily for patients. Many - adult and children s homes where eating habits'

. ! See: (a) "HOSpital § Demand for Top Quality Meats Met by Pre-
Cooked Frozens,' ' Quick Frozen Foods, Vol. 35, August 1972, pp, 49-51.

(b) "Frozen Meals, Individually Prepared in Foil Packs,
Cut Costg by 35% [Warren Air Force Base], ".ggick Frozen Foods, Vol. 33
May 1971, p. 72
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TABLE 7.12 "o

s -

L o . \‘\' ' ¢
FREQUENQY DISTRIBUTION QF SURVEYED INSTITUTIONS' RANKING OF
/

REASONS‘FOR NOT USING CATEREB FOOD‘SERVICE1
o 'g - Ranks SRR
; ) . "4 or Weighted Grand -
oo X ! 2 3 no ranks  Average Ranking’
Factors for. o s of Ranks - All Insti-'
Not Using Catering  Institutions Reporting . Tw ~ tutions
' - ‘ ‘ ‘ . ¥ N ) .
Not suitable for our ' o ’. B y o Tm
‘diet and program . 12 10 9 26 2.86 3
No taste for it 27 21 9 0 ' . 1.68 1
L s : :
"Uncertainty about ~ . - : .
sanitary condipjons 4 18 21 T 14 2:78 - 2
Uncértainty about ) L 'y" g :
quality of meat served 2. 12 8 35 3.33 L4
',Cheaper té operate . . . '
kitchen . ‘ . 5 3 7 éO - 3.37 5
'More convenient to . ‘ .
oper%gi\;itchen ) 6 2 , 41  3.33 4 .
éooking sed as.a o : . . Ty
‘learning experience. 7 0 1 - 49 3.61 . 7
Catered’food~Quality' B . . s
unsatisfactory ) 4 4 3 - 46 .+ 3,60 6
,Wefve never .tried ~ ' : ’ 5 ’
catered food ¢ o ..0 .0 57 ) 4.00 -9
fCovernﬁent policy ~ 2 0 0 55 , 3.89 82

-

\

L Based on responsé?Kof 57 institutions not using catered food
sexrvice. ‘ ' . .
. Ranks 7, 8, and 9 were collapsed under one ¥actor, "other", for
xz‘test because of the relative Unimgortance of each of them, and to
avoid unnecessary inflation of the x* value.- '

%

™y



are family-like also found convenience foods unsuitable.

n e
"‘\ v \

Other reasona stated by various of the surveyed institutions are
that there was no way of determining the quality of meat’s in
convenience foods, that it is cheaper and more convenient to operate

“an institution's own kitchen and that cooking is used as a learning \

4
* ‘

experience for residents in the. institution. .

A'chiésquare.test of éiodness of fit at 0.5 per cent}level
eUppofts the rankinge of the Eaetors as shown in the table., It is.
therefore concluded that the surveyed institutions' statei perceptions
of their non-uee of the catefed\foods are -due mainly to the fact that,
they cannot. find the same quality and taste of fresh foods\in
convenience foods, and  that ‘the institutional consumers are skeptical
about sanitary conditions unden nhidh convenfénce foodsiare prepat%d.

To provide a cleater undetstanding of the use of oateted food
systems in the sin'institutions, the food‘management official in each
institution serving catered food was asked to rank the suggested

N .
reasons helow-according to how'heﬁgerceived the reasons to be accordiné
to the order of importance. The following is.a list of the reasons
considered: - o -
H 1. No kitchen facilities.

2. ‘Cateringlis adapteble to menu changee.

3. Catering reduces kitchen labour costs.

4. Catering avoids waste.

5. No local kitchen management expertise. o

6. Catefing provides more consistent and quality food service.

7. For convenience. - .

LI

L3
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TABLE 713
. @
- RESPONSE FREQUENCIES OF SIX INSTITUTIONS' RANKING OF AR 3
FACTORS FOR USING CATERED FOOD SERVICE1
. L ; \\\\)V o Rankszﬂ
‘ L e ' . Grand
A B 5 or Weighted Ranking
- 2 1 2 3 4 no rank Average All
, . E . - ~of Ranks Insti-
. " Factors for Catering Institutions Reporting - Tw tutions
14 T& 3 ' '
No kitchen facilities zm’\ 0 0 o0 4 3.67 , 5
Catering is adaptable to! - . i
menu changes ' 1 0o 2 2, 1 3.33 |, 3
Catering feduces kitchen Y .
labour costs 1 3 0 .2+ 0 . 2.5 o 1
Catering avoids wastes 1.1 3 o0 1 é';SB )
. Yo : :
No local kitchen
management expertise 0 1 1 4 0 3.5 . b
More consistent and : : N C e -
quality food service 0 "1 0 O 5 4.5 -7
For convenience . T 0 0 o 5 4.3 6

Based on.responses of 6 institutions using catered food service.

2 The ranks and grandvranking by all institutions are in
descending order of magnitude; i.e., the lowest number represents the
highest rank, the highest number, -the lowest rank. :

One of the two institutions Tepresents’an aggregate of 17
,énmloyee cafeterias catered by a food»management’company. Thus, in,
essence, 18 institutions did actually rank "No kitchen facilities"
as No. 1 factor for using catered food system. The grank rank of 5
given to the factor thus did not accurately show the effect of "No

kitchen facilities" for the use of catered, foods ' in these institutions. -

N * -t
T

k)
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"Catering reduces kitchen labour costs" tops the list in “r -
importance with one institution ranking it as number 1, 4nd three

1

institutions ranking it as. number 2, while three institutions ranked

Al

1t as number 3 (Table 7. 13) The second factor in importance 1s

"catering avoids waste," with oneiinstgtution ranking it as number 1
: b
a : . ks ¢
and one as number 2, while three institutions ranked it as number 3

Yot ? - ¥

"Catering is adaptable to menu changes ranks'third in overall .

N

Q

standing, Other factors appear ‘to be of less “importance according

2 ~

s

TN

Summary

- to the rankings, . ¥ - ' .

In summary, food management officials range from non-skilled

or specialized persons in food service, such as clerks, cooks,

°

)

registered nurses, group home parents, to highly skilled profess{onal
people such as dieticians, chefs, -and food production supervisor3°or
~ managers. However it is only in the hospitals that the full services
of dieticians are employed. Various types of feeding operations are
sed in 1nst1tutions but the most commonly used is the conventionally
L.operated kitchen with very mmall proportion of the institutions using

9 -

the seérvices of food management(firms;

4

Most institutions bought the greater proportion of .their meats
‘as portioned cuts. However the institutions who employ their ‘own
butchers—fouﬁﬂ advantages in buying carcasses, while carcasses were
also bought by some colleges for- instructionai purposes. Analysis of
data from thé survkey showed little use of prepared (convenience) foods,

especially meat dishes, in institutions. Most important reasons given

3



were lack of taste fqr convenience foods, untcrtainty about sanitary

conditions during meal preparation and meat quality in conveniencc
. ¢

S i}

foods and that it was more convenient to operate an institution

» %ﬁtchen. The institutions who use catered foods,

mainly because of lack of ;\t

however, do so

chén facilities in the institutions, and
- because convenience ﬁpods reduce kitchen 1abour costs and avoid l '

- . . 4
waste. . . C :

189+
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. ... CHAPTER ViII B
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< o ' T - T :
SUMMARY OF FINDINGS CONCLUSIONS AND RECOMMENDATIONS.

L . " "

2L For FuTURE RESEXRCH REENY
RN . ) :
A !
— "b‘.

The: focus .of this chapter is to (1) summarise the’results of

thls 1nvest1gat10n and present the conclu51ons draWn therefrom Ain terms

reas®

of majox obJectlves and hypotheses, and (2) dellneate some problems
ar1s1ng from the study and recommend p0551ble pertinent’ future

research-. ' C , : .

‘Q“ : '_\ )

. : 3
Summary of Findings and ‘Conclusions

The general aim of this study was to prov1de 1nformatlon on meat

purchasing practices in the 1nst1tut10nal market. However, the

\ K
L4

specific objectives were ta: descrlbe meat buying strategies employed-

’

by burveyéd institutional meat buyers develop and interpret . 1nformat10n ’

on the supply squrces and flows of meats to ‘these institutions;

o -

€
institutions; and, lastly, identify the various market
o . . B

s of meats

3

at different stages of processing used by the surveyed inStitutioms.
o 7

The follohihg findings are dis%uSSed'with Tegard to the major
"objectives and related hypothesis.

- ¢

"o
Meat Procurement Methods

'gypochesis 1.' The null hypothesis that there is no relationship

between the size of an 1nstitut10n and the procurement method used for

o 190 - T,
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meat purchases was postulated and tested ‘ The hypothe51s was 1ntended

to determlne whether there was a correlation between 1arge 1nst1tut10ns

and use of the competltive bid buylng and~negotlat1ve buylng methods

on one hand and the use of the spot buying method by small instl—

>

tutions'bn[the other. Results showed that there was a correlation

_between thevsize'of the_institution“and the‘method'of meat prbcurement S

~used. Large 1nst1tut10ns tended to use the tender and bid and the K

‘negotlatlve buying methods, while the small ones used the spot buylng .

method L

-~

\ B J . . gy

Purchases made via the tender and b1d and the negotiative methods
were usually backed by contracts. Hewever, the surveyed 1nst1tut10ns
stated that they wére reluctant to be locked into long term contracts

excapt when .they believed that prices would rise. Institutional meat

buyers surveyed, especially the small volume buyers, stated that they- - //
tended to change their suppliers less often than the larger .ones who _ //
always used the volume of thelr purchases to secure low prlce - ,/
concessions from any supplier. i' ' ' . // ’

With regards to pricing, the,surveyed institutional meat supplfers

-

1nd1cated that prices of individual meat cuts varied and followed the

pattern of price fluctuations observed at the" retail market. Theé also

stated that priclng policy in the 1nst1tutional market was affected by - '
'the supply of meat 1tems demanded by institutions and the necessity'that
suppliers make some margin over costs, lhese two factors were stated to
be the most importantﬂprice—making variables. | |

heat suppliers surveyed indicated that they used various bargain-

'1ng tactics during negotlation. The large suppliers reported that the

most frequently used strategies were special product processing and

K-
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established brand names{ These sellers also reported frequent usg of
volume sales of meats at dlscount prlces tp promote sales to . R

1

ins tltutlons .
% C .
<

o

1conclusion; The most frequently used methods of buying meats by '
the surveyed 1nst1tutions are the Spot buylng, the tender and bid
buylng, and the negotlatlve buylng methods. Larger institutions tend
to use the competltlve b1d and the negotlative methods, whlle ‘the

smaller 1nst1tut10ns tend to use the spot buying method
; z

Wlth regards to purch351ng strategles, large instltutlonal meat
‘buyers stated that they tend to counteract the powers of large packers
- during bargainlng by emphasiz1ng uniform quality products, dependable
serv1ce, and lower prlce Also, a particularly notlceable purcha51ng
policy wh1chlhas evolved among the small 1nstitut10ns is the use of a
centralized purcha31ng system and a,cooperatlve buylng mechanism to

elicit price reductions from large ‘suppliers.

‘Supply-Sources and Distribution Channels

Hypothesis 2. It was hypothesized that a proportion (more than

8 per cent) of menu items consumed‘at'instltutions origlnated from-
foreign sources. An. analysis of or1g1n of meats consumed in insti-
tutlons .supported this hypothesis with regards to beef, veal and
lamb. ' Based on data available from five institutional meat suppliers-
a relatively higher proportion ér beef from Australia, New Zealand and
United States was estimated to be consumed in the institutions than

¢

in Canada as a whole. Estimated figures showed-that Oceanic sources

(Australia and New Zealand) accounted for 16 per cent of total beef

\
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used,‘while United States accounted*for 3 ‘per cent. Of total beef

consumed in Canada Oceanlc beef 1mports accounted for only 5 to,

. v
) . .

8 per cent—-a figure below the 16 per centpused in instltutions.

A survey of popular menu 1tems in instltutions showed that .very
llttle of the. heavy expen31ve cuts from the Unlted States were used in

~the institutional segment of the’ HRI market. Beef orlglnating from
.New Zealand and Australla tended to be used for ground beef hamburger
‘patties;.and manufacturedvmeats.' Available data from flve supplying
firms also showed that a great pr0portion of veal and 94 per cent of
”1lamb used in 1nst1tut10ns was grown in New Zealand and Australia
OnlyVZS per cent of veal supplied to 1nstitutions was produced in
Alberta rwhlle 5 per cent came from Ontariob The stated reason given
Miy suppliers for beef and veal 1mportatlon was the relatively 1ower ' ‘
prlcggof imported beef as compared with its Alberta equivalent |
‘ However, with regards to’lambvapd porki consistently short Supplies_
of Alberta prdgu;ed varieties of the m’ats were stated by the surveyed

firms as the dominant reason for 1mporting them. :

Estlmated flgures based on,data from flve supplying .firms

-

showed that Alberta was the dominant source of beef, pork and poultry .

consumed in the institutions.- Alberta beef supplies to the 1nst1tutions

" were low—prlce cuts and vere delivered to institutions as fresh meats
iff

in the form of shoulder pot—ro&%ts or steaks, short-ribs, stew beef

-~ -

cornedpbrlsket ground beef and beef patties ’ ' R §
- PR
Pork was consumed in the instltutional segment of the HRI market
more than in the hotel -and restaurant segment. However the surveyed

1nstitutionalﬁponsumption ratio of 1 to 2 for pork and beef is less {

than the natjonal per capita'ratio of 1 to 1.5.

%
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The four larger packing houses——Swift Canadian Burns Canada
Packers, and Gainers——predominated as suppliers of meats to the 3
surVeyed institutions. The four firms combined shared approximately

f75 per cent of ‘all- meats sold to the institutions surveyed. This
: ~ ‘
percentage was identical to their share (74 per cent of Alberta s klll)n”

'5; of federallyoinspected slaughter in Alberta in 1976 The smaller ‘
:‘packers or processors found markets with small institutions and with

<

'”.ﬂlarge 1nstitutions who desired their meats in portioned 31zes. The'

.small packers were also stated to be more reliable for emergency

o suppliesu cooperation, serv1ce, and uniform quality cuts by many

'\1nst1tutions.". S i'hr" - f o : ::l\4f"‘ o,
.Direct marketings by the large packers and théir branch houses
constltuted the iargest channel of meat: flows intq\suryeyed‘
institutidns. Direct marketing accounted for approxhnately 86 per . cent'“
of total sales to 1nstitutlons, while 1ndirect sales through processorsi
and independent wholesale distributors accounted for the remainlng
14 per cent. N
| A variety of factors,. price and non-price alike, Ayere reported to-
-be criteria considered - by the/institutions for selecti g and retaining
.their suppliers.‘ The non-prlcevfactors-—dependable se ice and uniform
quality -were reported by institutions to be the most frequently |
'COn31dered factors. The lowest-price-of-meats factor was believed
subSidiary, while consistency and dependability in both product and
serv1ce were considered cruc1al in selecting ‘and cancelling suppliers.'.
A graphical illustration of price-quantity relatﬁonship based on |

a time-series data provided by a large hospital, however, showed that

the price factor.was taken into consideration in the purchase of beef,
. N ‘

a
‘s
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pork, and lamb but not for veal and poultry.- More quantities of beef

o pork and lamb appeared to be bought as their prices fell.

. COnclusiOn.7 The institutional market seems to be a steady and

” ready haven for imported meats since 16’ per cent of the institutions
“menu items comprise meats (esPecially beef veal, and lamb) Which are
‘ imported Also meat prices do not frequently prctuate ieﬁthe

'~_iinstitutional market ow1ng to. contract arrangements and the practice

":pfof buying meats based on a somewhat inflexible menu pattern.. 77"‘

e o ' . . .

o Similarly, since in some cases the lowest—price supplier of a ;-

I

meat cut may not necessarily be selected by an institutlon as its

‘ supplier, ds stated by the surveyed institutions,yit 1s apparent that

"ﬂiprice compbtition is not as frequently used as non—price competition

in cases where taste and variety factors take precedence over price.

[y

The institutions surveyed appear to be a reliable and steady
.market for hog producers Since the quantity of pork consumed in them:
_.inrrelation to: beef standsvat a ratio of 1 to 2 This is higher than
hithe ratio of 2 to 10 reported for all pork eaten away from home but
i foa

is less than the national average ratio of 1 to 1.5 estimated for

v
;Canada during the. past ten years.‘

a

I3

gggantities and«Values:of MeatsﬁPurchased

-

Eypothesis'3. The type of institution was found to significantly

‘,influence the quantity of ‘meat types bought by each institution.*
Welfare homes penal institutions, and in—plant/in—office cafeterias
used little or no veal and lamb while beef pork and poultry were

the most commonly bought typesrof meats. Ihevproportion of poultry
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Qv ‘ . " . . “;' .‘ ! ' . .‘ ' “Il' i
tsed in hospitals ghd nur51ng homes was higher than in any other type

‘

of institution and only the. universities, colleges, and hospitals

fused veal and lamb rin the 1nstitutions surveyed

LY

‘ ClaSSLEication of" meats according to type showed that beef

veal, pork lamb, ‘and poultry were all used in institutions in various

. proportions. However, the most popular type of meat . bought“was beef,

}

‘which accounted for almost half (47 per’ cent) of the total quantity of

meats used Pork ranked second,with 25 per cent,,and poultry third
e o
"with about 20 per cent._ A relatively sgaller,proportion of;veal and

lamb were used, w1thseach aCCOunting for'about'4:per;centfof_total,;ﬁa.o

' meat used
The‘above quantity proportions‘recorded for the‘types of meats
were similar to the proportions obtained when the valuepof»purchase was
"used as a'unitvof measure. ;The value proportions-of’beef andvpoultry.
swere less than their quantity prOportions ‘while’ those of lamb and
: veal stayed approximately-the samea The value share of pork (29 per
‘*cent) was higher than its quantity es;ﬁmates, an_ indication of thev
o relatively higher price of pork per un1t of weight than other types
jqf,meats; . o
| .:_ Groundjbeeflfincluding hamburser patties)vwaswused'more thas
nother beef meats, accounting for almost one—third of all beef used
5Light, low—priced steaks came "second | while‘roast was third . The use'f
hof cured and processed beef was also highly noticeable. Ham- topped
*the list of other red meats accounting for 39 per cent of all pork
‘ﬁgéd Chicken fryers and turkey roasts were the most pOpular poultry
items on the menu, while veal and lanb cutlets were used as- variety

/

meats,_ Veal and lamb.were-not used much.\pStated reasons were the

°



Y

llack of taste, high relative prices and unavailability of adequate and

regular supplies. AR .

Use of convenience foods was 1imited Most institutions stated
',that they liked to purchase their meats fresh or frozen rather than
‘ prepared Tastes of 1ns¢itutional consumers and culture were stated

o

ito be’ the ‘two most. important underlying reasons for buying the types ’
of meats consumed while the low: prlce of a- type of meat was not'
:stated to be a strong factor. Graphical illustration of time—series.-
‘h,data‘for one large hospital showed however, that price was important
FE

"1n buylng beef pork and lamb» at least in the long ‘Tun (Appendices‘;

"Fl to F6)

- 4_Conclusion,‘icertain types of institutions appear to behmarkets.
for certain t#peS’oflmeatsr Thé-hospitals and‘nurSing homes and

.the unlver31ties and colleges are good markets for poultry, while the 1
'welfare homes and igstitutions, penal homes, in—plant/in—office

. ‘ ; LY , -
cafeterias, schools and day care centres are poor markets for veal.

»

lamb since these institutions consume little or none of the‘
roducts. The food serv1ce policies of these latter groups of
i stltutions are often to feed the residents adequately without

providing expen81venvariety.

Utilization Practices and Food Serviceé Praktices

1

t . &

. ~. L . _ e :
gypothesis 4. Less fat»content was. stated to be the most

5‘

j'statistically significant factor for buying most frequently bought

meat cuts. Next in importance was that most frequently bought meat

Al

cuts reduced kitchen labour costs, and a th1rd stated reasoniwas that
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",

the cuts were usually obtained at lower prices. ‘Based ‘'on the stated

opinions of the respondents,»the hypothesis that the price of a meat

"cut is’ the most important factor considered by institutions for buying

‘ butchers and found advantages in buying carcasses, while carcasses ‘were

.specialized persons in food service, such as clerks, cooks,

most frequently bought" meat cuts was therefore rejected but in'actual

practice, ‘the surveyed institutions appeared to act otherwise.

Most 1nstitutions bought the greater proportion of their meats

as portioned cuts.- However,'some institutions employed their own

3
o

also bought by some colleges for instructional purposes. Few

convenience foods (meats) were employed in 1nstitutions. The stated

freasons given for this lack of use were the lack of taste for- it

b

uncertainty about the quality of meat in conVenience foods, and that

it was more convenient to operate a kitchen.

A
g’f‘

The types of feeding operations uSed in institutional food

userv1ce comprised conventionally operated kitchenS\managed by the

institutions themselves, kitchen operatidhs contracted out‘%o food
managsment companies, and the catered-or.convenienCe food systen. The_

most commonlyvused of the systems, however was the conventlonally S

“operated kitchens managed by the institutions themselves, while only

a small. proportlon of the institutions used. the services of food

- e 3 i

1

‘management firms. Institutions which used the catered or the - \

o

convenience food system did §0 because they had no boarders, no kitchen

facillties, ‘0r they found it cheaper and more convenient to do SO,

Surveyed food management officials ranged from non—skilled or

Y

nurses, or group home parentséjto highly skilled professional people,

such as dietici%ns,'chefs, and food production supervisors or managers.d
N . '
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Only in the hospitals vere the full services. of dieticians employed.

Menu cycles in the in!!itutions surveyed varied from daily .

patterns to six month cycles. However, the most prevalent cycles were
,”the four-week and the sixdweek cycles. In eSSence, institutional meat
‘buyers responsiveness to meat. prices Would appear to be influenced by

‘menu cycles.

1)

Conclusion., Institutional meat buyers appear to be somewhat

- _responsive to price for certain types of meats, i.e.,- beef, pork and

Fl

lamb. But for other types of meats, such as veal and poultry,
.Qinstitutional meat. buyers would seem to be more concerned with taste
and variety factors than with price in, their purchasing and utilization
patterns of these types of’ meats, espec1ally in the very short run.

The study revealed some. evidence of changing trends in ‘food
purcha81ngband management«concepts, especially the use of catered foods
the system of contractlng kitchen operatlons to some companies, the
cooperative buying system, and the centraliﬁa\‘;n of‘orders under'a
central purchasing agency. However, conflicting opinions exist with
)regards to the apszpriate food operation system and meat utilization

7

practices as a means - of,reducing costs.

Suggestions for.Future‘Studies

.al-

In view of the fact that this study looks at purchasing conduct

-

"in the institutional meat market-in.atgeneral sense, it is suggested
that addltional efforts be made to- test some of Bain ) hypotheses e
regarding structure—conduct relations. In this context,-studies would

be necessary to provide information on factors such as sizes of
N 1

{! * . R IO .
| — 1
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institutions and meat suppliers, and the differedﬁiated meqé products~\“§>

traded, as théy inf1uence established prices. sn that condition,

o

efforts could be channelled towards investigating the hypothesis that

‘negotiative relations can be characterized by some degree of bilateral
oligopoly. o S )
Also, to understand the ultimate performance implication of

éeat‘pﬁrchasiné‘ponduét ;t the institutiongl,levgl, it.would_be helpful‘ ’ﬁ
to cbmpare spot buying, bargaining,.and.ten§er and bid buying‘és tﬁree v
_price—deéermining purchasing p;oéedures. Iniﬁhis context,_informationl -
- or data. on buyér-éellervpreferences for meatéi'established prices,-

delivery periods, and other buying habits would be helpful. Such a

study would provide information as to whether or not bargaining or

3

ne%qtiation as a mechanism for trading meats lessens instead_qupromotes
. priée cohpetitioﬁ‘in the institutional market.

Because the findings'in thi;‘study indicated an ;pparent need for
more”adequate data from institutions and their meat suppliers, a
management inforpation—féedback model is recommended. The.model can be
Qsed td éompiie cufrent and accurate da;@ ;hatﬂcan assist ggod admin-"
istrators as well as food (meaé3 prbcessing and packing firms to better
pnderstand food procurement phenﬁmena, food product deveiopment,'- K
Qistrib;tion, énd utilization. Conflicts between stated perceptions by
institdtibnal meatvbuyers and suppliers and existing realities in
purchasing patterns in the in;titutioqal market could be better
resolved by availability of detailéd and reliable data ffom the data
bank on various conduct diménsions. 'For example, Prices by. commodity

type over time would aid im establishing the degree of ﬁ%ice..

responsiveness and also of cross substitution admong products by



institutions in their purchasing habits., . .

Q?%iially, since this study covers a narrow segment of Alberta

.

Province, it 1s recommended that eftorts be made to extend the
geographic study area to .the' provincial boundaries in any future
study of the’ institutional market. Such efforts would provide

Opportunities to refute or support the findings in this study

s - £

[

Results from such a studx will also.be less restrictive in their uSe
as a basis for'policy Hecisions than the'current ones since a ndmber

'of major meat suppliers to institutions are regional or national in.

scope. : ' : e
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QUESTIONNAIRE ON MEAT PURCHASING PATTERNS BY INSTITUTIONS -

L. INSTLTUTION: -

2. MEALS SERVED:

Types of Meals

3. PROCUREMEN;[‘

L_Contact Name and Position

',Functlon.of Institutionf )

o 209
L y “‘ ‘ .
.A"P'PENI‘)I’X'- AL

1

(The Tested Draft)

INSTITUTIONAL \ﬁ.AT MARKET SURVEY L e T

DEPARTMENT OF, RURAL ECONOMY
UNIVERSI Y. OF ALBERTA :
EDMONTPN ALBERTA

Name ﬂ*ﬂ,'-‘f“'\‘;*a v

| .ﬁAddress R

_[Type of Institution,' '.'H “,nt. _t Tw;‘I

"j?No. of. students, patients orgbeds,‘etc
. No. of staff T X

;ﬁDo your institutions have self—operated kitchens for'
"'food service5° ¥ _

’No. of Hot meals per week,uEf‘ /

‘n

EYes fg.v - No:

Breakfast g Lunch 19 Dinner '

'gContracted out food service or catered

’ 5Other

I.If catered why do you choose the system of food
' _service7 o l:g LR BTN

-a

What types of meats do you buy and what percentage of total meats does

'.‘each account for7

Y

f‘Meat tzR‘HIT » Pe;cent (/) of Total Meat Bought

' _Beef SRR '
Veal
Lamb
PorR '

fPouItry




1 . .

biFor each typenof‘neatthat specifications do you buy? Please mark .by "/",

"SPECIFICATIONS.

R | L B ; Convenience N
Type of .Whole | Primal puts Sides'~ Packed Cuts - Frozen Packed’
 Meat -Carcass" | - Hinds, Legs, etc.- jStandard Cuts

| Beef -
Veal
Lanb
‘Pork

T ffﬁf

'f;Poultry .

VWhy do” you buy the types of cuts you buy most7 Pleaseﬁmark‘tﬂe{reasons'
*suggested below by "/" : Ll T
_.zfa)_uLower cost of., meat

"(b)‘?Reduces kitchen labour cost .

‘f(c)w Less fat content (exact meat quantity desired)‘: o : R

i.ir(d)“'gackers or processors more efficient

T

(é)ijakes buying easy
i;(f;:aFresher product fj.:-‘”

v (g)t Lack of adequate storage capacity
'f,(h)'_Makes serving easy
(1) Other i o, explain '

. .
°

BEEF .

bWhat quantity used per week : ﬂrb.:?”f fibs,

.Grades7 ‘Red- ___;_3' Blue ;JL;;;' Commerc1a1 b
o Is buying by these grades satisfactory7 Yes _i;;;f No
Cwmyr SRR M |
Wouid yod'ii#e to bﬁ&-@éfé,pdffioﬁ,éacsiines e ’No’.

“WOuld you buy convenience items’i*é;é{

_ Swiss SteakS, Cooked Roast?. “Yes ¢ L:"No..yb
No ..

. -No

Single portions? ,fﬂ‘w-, Yes

————
——
—

Mnltipie.portiOns? ) - ‘;‘Yesup



o . o ;  ‘ BRI B : “j211

€L

-‘What‘newvby-producté_would you like to.séeldéVeloped?v

Are you“able'to obtain all béefvcuts locally? Yes = . . No’
Why? : ‘ - . . -

Cdmments:‘

Y

\

.What:quéﬁtitypusédrper.week:’”= -"; . 1bs,
 ¥15‘§eal'readily‘availéble?vtesi'.U ~ No' . Why?

 >wouid“you bqy mofé pQrtion cuﬁs? ‘: =
: ' . ﬁ&o U 'wﬁy? e
“Roast?  Yes No' | SN
»?ChobS? f‘i Yes - No-
o Stewh. Yes  wo Why:?

 ﬂWhaf new veal products.wduld ybu like.to séé,devéloped?

Cutiets?_ Yes

I

' Cdmment33 

"

LAMB - - - ‘ -
- B . B N B -t . “

B

N

What qhantity'uSedvﬁér week: T 1bs.

 Fresh Canadian - . . lbs. .Imﬁqrtéd; ' ;V: ibs.

——— - —

vrAie'theseApfodﬁcts‘satiéfaéto?y? Yes " No ' Why?, L

Sy

Would you use m¢félof'thése;iffprocessed differently? Yes . No

Why? .

b

More portion or convenience cuts? . Yeg . - No __ . Why?

—— N ———

‘More préparéd bbneléss cuts? Yes - No Why?‘ o ' ' v

Do;yéu'findvthé selection adéduate? Yes ' . No . - Why?

v

I

7

—




w
’

What néwvlamb.pfbducts would yqp'iike to see? .

Céﬁ you get-suﬁplies when you need them from your reguIar-suppligrs?

Yes No Why? .

| ——— ———

"

.'fDq you Havé‘adéquate preparatibnrgnd cooking informétion?"Yes"

“No Why?” DR T
Comments.: = : . S e ‘v"  S R
:\\
,PQRK
What quahtity used per week - o Ilbé. _
Type: Fresh , " 1bs. Bacon L v lbs, = Ham 1bs,
' ' Sausage 1lbs.  Pork loins 1bs, Pork Cutiet - 1bs,

"” BﬁttsL fh lbs.,  Pork chops: les;>, Baéon loaf lbé..

~Are EheSe»productS satisfactory? Yes No

Why? - . v 4
Would you use more pork if processed differently?

- Less fat . Yes - No Why?

Boneless  Yes . No _ Vhy? ' .
" More ﬁqrtionlcuts? Yes . No' ' Why? .
Do you find selection adequate? Yes . . No - Why? A
What new products would you like to see?
Comhénts: ) ’
POULTRY R S /
. o ) P
~ How many meals served per week - - 1bs.

Iypesﬁof pohltr& Jsédf .
' Fryers? : Yes "No .- Why?
Roasting? ' Yes No Why? v
Fowl? . : Yes No | Why? ' 4

. A a2

37
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CL : )
.Turkey? S Y‘es'._____;_v ‘No Why" _
Tdfkéy Broilers . Yes‘_____ No‘i;__‘-th? ’
Ducks? ~ Yes __i_; No . Why?
Geese? o » _ Yes ___ No___ why? _
Others (Wild Game)? - Yes ___ No ____ Why?

vuld you use more poultry if.prgcéssed differently? Yes - -No

iggested Changés:.

yuld you use more pre-prepared portion cuts?

‘e}g.,\Bonéleés Chicken Breasts Yes ~. No
. - N B " s ) \\‘ \

Stuffed Drumsticks Yes, N

. Turkey Rolls R Yes  No

» you have-anyvnew—prodﬁcts”suggestions

o

e the products yéu.use readily available on short notice? Yes

° 13

SOURCES OF PURCHASE |
you buy from Alberta which firms do you buy from? Please indicate

ether the firm is a packer, processor, distributor, purveyor, or
terer. ‘ ' '

o -
°

Ll
Packer, Processor ‘ﬂeat Types
o - Distributor T :
Firm's Name | Purveyor,- Caterer | Beef | Veal | Lamb | Pork ' Poultry




i
%

You proba
factors.

(a)
(b)
(c)
(d),

You proba
Elease indicate by "V'" the reasons

@ N

214

your meat suppliers on ‘the- basis of some
factors apply to you?

bly select and retain
Which of the following

iDependable Service (e) Advertising. Promotion-: -
Lower Price - (f) Community Image or Goodwill
Uniform Quantity o (g) Proximity ;__*
Reliability - (h) uOthers ___; Explain -

bly buy some meats more often than others for various reasons
for buying each type .of meat,

1

If so

* Factors for Buying Meats
Type of ‘Nutritional Consisteﬁtly Low Fat Culture Easily
Meats Value Lower Price Conten®™ |'Taste | or Food Obtainable
Beef ;_____ - 3 -
Veal L S I
Lanb L . ' ]
Pork _ - R ]
Poultry ) e -
\ ) . ' _ o
.5. PURCHASING PATTERN ’ _
Do you“buy your meats!weekly’ Monthly? or .at what‘intervals
(specify) Why? . . 2
_Whlch types of meats purchased shown an upward trend‘over the past two
years: ‘B ef _ Veal o Potk Lamb_____ Poultry _;__ )
What reasons do you think account for the upward trend in your
quantity purchased?
(a) Price (Increase)' (Decrease)
(b) Population (Increase) | (Decrease)
(c) Taste (Increase) (Decrease)
” (d) Other (specify)

. Y 4
me downward trends have been observed in the quantity of some

meats purchased, indicate which meats and why | L
Beef ' Why? - : . :
. ——— "
Veal Why?
; Pork Why? v
: : ‘-
Lamb Why? ¢
Poultry - Why? B
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PRICING EFFICIENCY: .

Are your purchases and prices on monthly'contracts or - how often?

[

Do the purchase prices of your meats»vary with each contract
purchased (monthly or so) or are they stable over long periods
. (6 months" to 1 year)7 L .

5

'If the pfices'ﬁarf with each pﬁfgpese; why?"

N - . N

* Could you provide the quantities purchased and the prices of the

types of deat cuts bought in a recent month for beef veal, lamb
and poultry? ~

a - -
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APPENDIX Al ‘ , .
QUESTIONNAIRE TO SUPPLIERS OF MEATS TO INSTITUTIONS:
PACKERSi PROCESSORS, PURVEYORS, DISTRIBUTORS, ETC.
(The Tested Draft)
at ..

INSTITUTIONAL MEAT MARKET SURVEY
DEPARTMENT OF RURAIL. ECONOMY
UNIVERSITY OF ALBERTA
EDMONTON, ALBERTA C .

FIRM: NW%me
Address

\Contact Name & Position

o

.Type of Firm: Circle which apply: packer, processor,
— .

’

meat purvey@r, distributor, caterer,

other (specify) T U
Distribution Channel ) ‘ »
Do you sell meat to institutions, i.e., hospitals, colleges aﬁd
university, correctional institutes, nursifig homes, children's homes, etc.
Yes Mo ‘ T
Is. your instltutional market local, regional, or national
H regularly do you sell meat to institutlons weekly .
monthly ' s Or at what intervals? N
Are your sales made and prices made on contracts or tender for a. period
of tlme, e.g., a month or any time? . -

-~ ~

Are you able to provide the types of meat cuts desired by the institutions?

Yes No Whiéh/type and why?

What quantities of all meat types do youisell td the institutionslgér

‘week? Check below: : Ty
- © Meat type Beef .+ 1bs.

- Veal 1bs.

Pofk YT 1b8.

Lamb ‘\ 1bs.
Poultry 1bs.

-



Please indicate all other buyers or distributors,
c., that you sell to,

caterers, meat purveyors, et
Beef

a3
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]

4
i.e., processors,

. ]
1

Veal

Lamb ‘

Pork’

Poultry

What amount (lbs.) or percentage

(out of province) in a year®
Beef 1bs.
Veal , 1bs.
Lamb Ibs.
Pork‘ o lbs..
Poultry lbs.

Please indicate what quantities o
imports,

NLL

i.e., out of province an

(%) o

f your sales g0 to exports, i.e.,

%
7

a9

f your meats come from Alberta and
d other countries, in a year.

Beef: ‘Klberta lbs. Out of Province ~.1bs. Uu.s.’ 1bs.
Australian & N.Z. lbs. ®Other . 1bs.

Veal: Alberta v ibs. Out of Province 1bs. U.s. 1bs.
Australian & N.Z. lbs. Other =~ 1bs.

Lamb: \Alberta lbs. Out 8f quY}née ~ 1bs. U.S. 1bs.
Australian & N.Z. ° lbs.euéther 1bs.

Pork: Alberta p 1bs. Outuof'Pro§ince lbs. U.s. 1bs.

lbs. Out of Prowince lbs.

©

Poultry: Alberta
Are your selling prices of a

some long period (about 6 mo
time to time? No

<

PRICING EFFICIENCY~,

nths

Yesg--

What information or guldelines do

price for the different types of meats? 1Is
. supply, or the quantity demanded: by the

11 meat types to the inst

o

itutions stable over

to 1 year), or do they, fluctuate from

/

you utilize in- establishing your.selling
your cost, availability -of
institutions, etc. "

7



y

2)8

o

Do ‘you do vdlume selling at- lower prices or do your prices remain the
eat v0ld?’ s

‘same regardless of. number of poundS'szg\\
L ey e ) SN B

N

Do you advertise your products to: the institutions°

Yes .

'No

>

’If "Yes" what form of advertisement and sales promotion do you use, i, e

Brand name

‘Door to door contact

A

T.V.

_New;paper

Other:”

Spec1a1 Package

‘Below is a suggested list of cuts that you probably sell at the -
please indicate which you sell by "

1nstitutions market

Meat

'°ize or Speciflcation

or Grade:,

Monthly Quantity Ti o
Unit Price N

Sold

BEEF & VEAL
(whole carcasses)

Smoked, pickled

or spiced

Corned beef

h ip

) brisket

Smoked

Pastrami

Luncheon Meat

Boneless Bull

Raw Processed.

Ground beef

Minced beef . °

Shank

'SteWing beef -

Steak & Patties

.Bottom round ~

Salisbury

Veal patties

Veal cutlets

'vLiver

% g



-

o  ;sizé'or $ée¢ific;t1oh_*M@ﬁthly Quantity| -
Meat v . ‘' or'Grade - ¢ ] - §old: . /|-

Portion Controlled | =
Cuts- :

P o

'Bféisihgﬁribs:'j7;" 1.‘, o {};,'

|:Swiss steak | L =

ERSSEN TN B GCEN DA =

Institutional Cuts

' Boneless cut -

,'Sirlbin—Topiand ' i
Bottom .

Hams-Inside & Out
Chucks |

| Clods

Rib Roast ’
Hiﬁds & Fronts : R - :'///fv | L

Partly Preserved

Cooked Beef

PORK ~ (CCS) _ : | : : B -
Smoked, pickled or. o

spiced ] e ' | : K

'Coftage Roll

Hams

Bacon :
" |781iced rindless
Back

Pullman . . | -

Raw Processed

Sausage meat , ‘

Stuffed Pork: ’ -
Tenderloin




™

R .

A

'220;\‘

. Meat

Size or Specifieation
or Grade o

T

fMonthly Quantity

So%d

Unit Price |

‘Portion Controlled . . v
Cuts . .
“Chops (end to end) ' ‘
Centre »‘ T S : L h

: Spare r1bs - side
) ' e back

Cutlets = - . B
Tocher ;
N : & y . I
Instltutional Cuts
Tender101n
Backs ' ;
Fresh Hams (boned !
rolled & tied) !
Partly Preserved [ .
. s ~ - "_]
) : pRNZe
POULTRY ~ g

7
Chicken (frozen or

ice pak)

. Smoked & Canned

- Raw Processed

Fryers

. Broilers’

Raw Boneleés;‘

Fowl & Chickeo”

Parts

2
yt

Cut~up'Chicken

.Legs ‘ Lo .

Wings

Breasts

12
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. Meat

o ‘»Size or Specification

ror. Grade

Monthly Quantity
’ SOld L

,UnitfPrice,

?ottidnnConthIied‘:‘“

" Cuts - and

‘Conveniencé Foods '

'”}Parth¥Preserved

.Cooked DiCed Chicken'.ﬂf“*”

'tChlcken Pie :

‘i Turkey

;noSmoked & Canned

Raw Processed -

Turkey Roast (size)

o T

Raw Boneless

k'.PortiontControLled‘
_ Cuts and

. 'S ’ :
Convenience Foods

'Turkey Parts

Cooked Turkey Roast

White (breasts) -

Dark (legs)

<Partly Pneserved

| Turkey Rolls

Cooked Diced Turkey ’
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S T S APPENDIX A2 L

Sy

: QUESTIONNAIREQONfMEAT PURCHASING PATTERNS BY INSTITUTIONS

(Revised Form) _-:‘ ;- gf'g»‘ i, ﬂ:“ j). ' i);)f:"
INSTITUTIONAL MEAT MARKET SURVEY R L

'DEPARTMENT' OF RURAL. ECONOMY Q'_ S e
UNIVERSITY ‘OF ALBERTA PRI AT S B
EDMONTON ALBERTA

b semeral

ca. Name of Institution
'.Qfdress of Institution'l'”

{;C*-Person Contacted and Position. s L .,‘h‘,C;

. Type of Institution

b. Average number of meals (containing meats served in a day *lc_'

Vﬁ@pulation of students,'residents, patients, etc
c. Does. your institution have conventionally operated kitchen for

. food services7 Yes. v No. ;

d. Which of the following meals do you service your students
' ,patients, etc.? S .

Breakfast »lLunch f[7°v - Dinner )'k:.» Snack i
e.' Which of. the follow1ng meals do.your staff eat at the 1nstitution7
Breakfast 5 Lunch ,"‘ Dinner ‘ "'_I Snack '

- f. tIs your kitchen operation (a) done by your management7 Yes ,N“No%;_
v | (b) contracted out to a- food management company7 Yes ;;_’ NQ:;;_.

g. Is your meal service catered by the food management company7

h}‘lIf your meal service is catered why do«you choose the system of
food serv1ce. Please rank the following reasons given as
l, 2, 3, 4. according to the order: of impdrtance.» R

Catering makes it easier to broaden and change menu
No kitchen facilities o Reduces kitchen 1abour costs

Avoids wastes

Other (specify reason)

<

- | o 222
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%

‘If you do not: use catered food system why . Please indicate the‘u
:suggested reasons by 1, 2; 3, according to_the order of C T,

-‘importance, e. g., 1 is first 2 is Second, etc.

. Catering does not embrace special diet necessary for our

”*hfinstitution ~?"*f jv. ‘No taste for it

'f\(Precooked frozen food for reconstitution

")Uncertainty about sanitary conditions during preparation;
'r(Others (specify) S . i
. fWhat percentage of your meats are obtained in

EConvenience food form (hot meals)

o v.”a;As fresh meats to be cooked in your kitchen-vulrlff

L

v"N“' N

e
i

. °°.~

iBy how much (per cent) do “you think use of convenience foods ha51?4'

ﬁhﬂ;cut your food COStS "‘*%-hi"'

é ﬁrocurement
e

How often do you. change your menu7. Pléaéetmarkgf/”QJ' eET T
’: \)*1 Every 6 weeks ,il;__; '“f'] ~‘7 c;h’“f:_. *r‘y ._:”;,F
| \Vi;EEvery 4 Weeks ;‘ : 4_{' T o S
'fLEvery 37 weeks PR
iEvery 2 weeks ,k_; ﬂ:) S ’fi“ 3; \:@f (_/f»

Don t have menu o

@

Other (specify)

'For each type of meat what specifications do you buy’ PleaSe glve the .7
per cent (/) of each type of “¢lit- you buy for each type of»meat"=v4 ’

SPEC—I}FICATIONS

g Primal Cuts;  'f - '?f,' S| Frozen Pre—cooked ‘
;Whole ;, Sides,_Hinds,‘3F Portioned’ Lo nand

| Beef
-'Veai:
Lamb

Type of

Pork:

. POultryf

Meat | ‘Birds | Legs, Etc. W - Cuts ." Cbnvenience Cuts‘

]
’.H | }’_7'}




B -

[
ot

© Why?

'1»Comments:?

vi'Ki)g

What quantity used per week ng’X*: S lbs,

el

nReduces kitchen labour cost‘f

vMakes buying easy

s o - - i:~‘_ i“ “- 4

s

Lower cost of meat. ﬂ' "

Less fat content (exact meat quantity desired)

Packers or processors more efficient

'Fresher product

.Lack of. adequate storage capacity o

Makes serv1ng easy

7Other dﬁ SR explain b‘hﬁ‘;? SRR

o e

o

: Would you buy convenience items’ o

Fresh Pre cooked beef cuts7 ”‘i”! f??ingeS~"f'ifiNo'f -

Frozen gre—cooked for microwave oven’ “Yes'. " No.

,;,What new by—products would you 1ike to see developed77

Are you able to ‘obtain.all beef cuts locally?wYes . No .

VEAL

'iWhat Quantity used per ‘week i vV‘“"{iibéj‘szlydufﬁsé_iiﬁﬁle:brgno
»veal glve reasons under "comments" below.w-* B A,

¥

‘3:' Is veal readily available7 YES'. '.,\No L ~‘,‘{lalhy..'.;.' B &

vauld ‘you buy more portion cuts7:_i

: Cutlets7 ,Yesr_?u f Nov. a Why?
Roast? * Yes = No = Why? -

Chopsi\' Yes . No _ ' Why? ) L A
- LRoPS & . : ! » i

- Stew?

Yes No —.Why?' ‘

Why do you buy the types of cuts’ ynu buy most? Please mark the reasons'
suggested below by 1, 2, 3,4, 5, etc., in order of desirability,‘*'
i e., your lst choice is 1, next choice 1is 2, etc. o ,

- (a)fj
EROR
o)
@
-u(é)gg
SRR R

)

i

o
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 fWhat new veal prbduets4would'you like to see developed? o RN

‘,Coﬁments:

-‘What quantity used per’ week ;ﬂ R lbs.- CIf YQu use‘littié or no - i
~lamb give reasons under’ "comments" below.. " . L ; ‘

" Fresh- Canadian f.]‘f ‘1bs. Imported Lo ‘:lbs{ o

-vare these products satisfact%ry’ Yes L tNof"<‘f, Why? -

vwouidfydu‘use.more‘ofethesé-ifiprooessedidifferenELYZu Yeslxuf TNo

sbefe*portion cutS?onesb f': No -”Why?”u

' More preparedzbonelessscutsjt Yes .. No ' Why?

’Dofyou,find‘Fhe‘select;on.adeduate? Yes. ]d.‘No" . Why?

;Whatﬂﬁew'lamb.brdduots;would you.iike'to see?

3

URSTENCS ) T - T : R
Canuyou‘getwsupplies when you need them from your regular- suppliers?

:: Do you:haﬁe adequate'pfeparatioh.audfeoOkiﬁgtiuformatioh?f Yeér  No .

.PORK -

-

-

IWhat quantity used per week - ~lbs., -

Type:. dFresh . 1bs. - Bacon . v_ ) ibs.  Ham _ R ‘1bs. -
4 .,'Sausage 4 1bs. - Pork loins' - 1bs. PorkeCutlet' ; 1bs,
Butts S 1bs. - Pork chops . 1bs. 'Baeon_ioafj : - 1bs,

v:Are these products satisfactory’- Yes - No.

o

s
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ke o R ' : ' — .
Would you use more pork 1f processed differently°

Less Fat - Yes - No _;*__ Why?

Boneless . ) \:Yes'_;__;f No - Why?

| More Portion Cuts‘7 Yes L ‘Nc' : Wﬁi?ﬂ
Do you find sFlection adequate7 Yesw;__ No_;;;;:Why?

DA - ~

" What ne&‘prcdﬁots»would you like to see?

~ . L . LT e
~

‘Commeﬁtsz"
v ; S
] \‘P’OULTKY‘ o s

~ What quantity;used per weeks . lbs.,

Type of poultry used (per cent fresh or frozen) -

4 i .
Fresh. - Frozen

’ RSaéting?. —_—;z. oy -~
» Fowl? % g
Turke}’?, % Y
S Turkey'Broilets? : S p SN
| " Ducks? SR .
) w Geese? ) %~ 9 L | Q‘
‘ chefS (Wild Game)7 9 9 Lo

3 B ‘
L . R
:WOuld you ‘use more. poultry if processed differenthA Yes ' No .. -

——e

*Are the products you use readily available on short notice7 Yes
No Why? i e

——

Commeﬁts:e
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3. -Sources of Purchase,-

~ Which firms do you buy from? Please indicate the per cent of your meats
bought from each supplier. ' : :

¢

Meat.Types

Firm'é Name : Beef -Véal . Lamb .| Pork’ :Pouiﬁ}y
1 % z | 3 7
2. z oz % % 7|
3. A % . % %
4. b g % | % z %
5. % % % A ]
6. % % 2 % | %
7. 1 2| R R
8. % % |l a|
9. . 2 % % 2|

~You probably select' and retain your meat suppliers'oh-the¢basishof some
factors. Which of the following factorsiapply to you.  Please mark the
: réasons‘sUggested-beldw’by,I, 2, 3, etc., according to the order of
 desirabi1ity;'e,g., 1 is most important, 2 is next, ®tc. :

(a)__Dependabléngrvice . (e) Advgftising_Prodotion e
(b) Loﬁer Price :  _;__: ‘kf) vammunity-Imagé or Goqdwillp____
() Uniform Quéntity .:;;___ *tg) fProximity ;. e )‘
‘ (d}j‘Reliability . (h) - Others ___ aExplain
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X .1;

i !’(

You probably buy Some meats more often than others for various reasons.
Please indicate by ranking 1, 2, 3, 4; 5, according to the order of
importance, the reasons for buying each type of meats suggested below,
e.g., 1 is most. important 5 is 1east important.

-Factorsufor Buying Meats - ‘ : ﬁLh

:ﬁzeiSOf . Conaistently Low Fat, ‘Culture - Easily
nea Lower Price _"dContent . Taste- of People Obtainable
Beef - ST

. LT ] ks . B
Veal“ o ' '
Lamb ) » ’. . : ] : o
Porkv ' < L ‘
Poultry )

. o
F

4. Purchasing Pattern

]
°

a. . If some upward or downward trénds have been. observed in the
quantities of some meats purchased indicate by ”/\ which trend

and why. _ o
~ Beef: Up __ Down __ ) ~Why?
_z‘ Veal: . Up __;_ -Down Why? _
™ Pork: Up__;_; Down __ Why?‘J '
Lamb:  Up _ ~ . Down ____; Why? i
 Poultry: Up Down Why? i

b.: Do you make your purchases by (a3 negotiation,‘(b)‘tender bids,

or (c) do you buy anytime on demand? s v - -
. N N - ) o 9 ' . ) “+

c. ‘Do you buy on contract with suppliers? Yes No

If you buy on contract, how long is each contract’

N Every 3 months ., Every six months L , Other:
d. How often are deliveries made? i !
e
. Daily ‘ ane a week Twice a week-

. y — 4 . :
Once in two weeks — . °, Once a month .Other
LN

.

P
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Below is a table showing quantities and prices per 1b, of each

e.
type of meat cuts bought. Please kindly provide -the quantities
and prices of the various types of meats bought for a recent
month. _ S i

. A - \ ‘ L : ) '
Price'and Quantities for the Month of .
. B ¥
) i
Meat Types'énd.cuts 'Quéntity Bdught (1bs.) Price Per 'lbﬂ
Beef :
©
. ’ T j
~Veal: )
, & 6
»
Pork:
P
Lamb:
Poultry:




. APPENDIX A2

QUESTIONNAIRE TO PACKERS, PROCESSORS, PURVEYOR

[}

DISTRIBUTORS, ETC., WHO SUPPLY MEATS

IS

TO INSTITUTIONS

e

(Revised Form)

a

% INSTITUTIONAL MEAT MARKET SURVEY
DEPARTMENT OF RURAL ECONOMY
UNIVERSITY OF ALBERTA

EDMONTON, ALBERTA

s

1. Type of Firm: -

Circle which apply: Packer, Prgcessor,
' Other éspeqify)

+» Head Office:

v

1

s

S,

v
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Diétributor, Meaf Purveyor,

Volume of Sales per Year (capacity) iﬁ lbs:
: N

Beef:

Veal:

g

Pork:

Lamb ;

Poultry:

1bs.
1bs.
1bs,
lbs.
1bs, ¢

2. Distribution Channel:

*-A. What percentage of your total meats produced go to the

B

. institutions?
’ Beef:
Veal:
0 .Lamb :
Y | Poultry:
‘Pork:

N N e

™8

%



B. "Source of Supply,
what proportion (%
from the(followiqg sources:

O\

o

Beef:

Cattle or Sides,
Hinds, Quarter

cuts

Hamburger Pattieg

Other
Veal:
Pork:

;Lamb:

Poultry:

Beef:
Veal:
Pork:
Lamb ;
. Poultry:

\

i.e., where you buy fro
) of your meats

-

produced in

v

231

N

m; Please indicate

a year originate

i

Other

Canadian
Alberta | Province
(%) (%)

United

°

States | Australia New Zealand
(zy - (%) (%)

N

ARNRENS

oo 5
ptﬁﬁf‘xx e
For the type of meats you import kindl

B
a

Y rank the following reasons

A,

Suggested as' 1, 2, 3, 4, accordiqg to the order of importance,
e.g., 1 is -the most important reason, 4 is the least important, -
Imports Cest Short Better Taste " Company's

Less Than Supply in and Quality Head Office
Alberta's. Alberta _ Than Alberta's Buying Policy
’ B - . . ‘ \
: — ’ | R
bl A Y \
%
3. Pricing,and Competition: -
Do you issue price lists to ipstitutions: VYes No
Is it weekly’ * _? Every two weeks ? Monthly
; o 2 »




-

’:zVolume (discount) selling at lower prices

Salesmen visit . - .. °

~aSpecial products processing

You probably utilize some guidelines to establish your selling

\zprice for different:types. of ‘meats.. The following are. some
‘suggested factors. . Please rank them 1, 2, 3, according to.the:
‘order of importance%‘ -8, g.,_l is: most important,‘3 is least..

L. \
Cost plus margin SIS o Nature of market demand >

.Pricing to meet competition

®

You, probably use some mechanisms to woo and retain your- customers
Below are 'some’ strategies suggested Please rank them 1, 25ﬂ3og.
4, 5, ac¢cording to the order of importance._ evg.,ll_is,mostf;ﬂ '
.Dmportant 5:is 1east S e

g
° ?

‘Offer of lower price

',Rebates to customers,'."j" ; _ ‘i L SR e

Return Privileges

Free Products o e T ‘“'.m

“

Sales and advertising promotion methods. Below are some suggested
sales promotion tgctics used. Please list: them: according to "the

order of importance 1 2, 3 4 o e.g., lis most_lmportant
4 is least. NN : T e

] Contact.by,phene- D R o i

7 i e T T
Issue oflprice\iist', 7 ‘ '

Product denelopment'and differentiation

[ S ' P
- ) A Y e’

You probably use some tools to discourage price and non-price
concessions. sometimes asked by institution buyers Below'are .
some suggested tools. you probably use. Please rank‘them, '

according to the order of importance' ‘1 _2 3,.4, e.g., 1 is =

most important, 4 is least important

Buyer's''smaller relati;e size » K
Established brand name
Catering to institutionS'

Contract to operate institutions kitchens .
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-‘APPENDIX B3

: Y & o . e .
AVERAGE MONTHLY QUANTITIES OF MEATS PURCHASED Tu
TRANSFORMED INTO AVERAGE POUNDAGE OF MEATS

SERVED PER PLATE IN A MONTWQ

)

o ; o » : Beef  Veal: Pork: Lamb Poultry
Institutions . y 1bs. . 1bs, 1bs. 1bs, 1bs.
 HOSPITALS o o B - .
1. Aberhart-w. W. Cross o 4,19 :37' 5.70 (d
2. Alberta Hospital, Oliver | 3.78 .11 1.68
‘3. Miserigbrdia ) 1.60 .00 .26
4. Charle§?0aﬁp5éll ' ' 2.24 .00 1.04 -
5. Edmontqn:General ’ 2.04 42 1,02
6. University of Alg;r;a - 1.41 * .00 .53,
7. Glenrose PEoVincial S 2.86 200 .35 :
8. Wetaskiwin ~General and ' ) .
© Auxiliary . « - 2.87:  .68. 1.85
9. Wetaskiwin Nursing Home - ' 1.47 , .47 1.55
"10. Leduc General = 3.41 .33 1.5
11.'Stony Plain Municipal , .67 67 .82
12. Drayton Valley General 2,00 .00 1:s0
13Z'Stuxgeon General. = . 3.06 .00 - 1.40’
4. Allen Gray Auxiliary ;-89 .00 1.30
15. Jasper Place Central Park - . -
Lodge 152 .00 .76,
16. Rivercrest Lodge . 1,42 ° 00 1.42 -
17. Lynwood Auxiliary S 2,00 oo 1.40
18. Sherwood Park Nursing Home 1.5 .00 " .00
19. Youville Home : 3.63 .00 1.21
20. Leduc Parkland Nursing Home 2,50 .40 .75
21. Norwood Auxiliary’ 2.78 .00 1.89
22, Haréisty’Nursing Home 2.83 00 1,47
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- APPENDIX B3 (Continued)

245

FY

v ' Beef Veal Pork Lamb Poultry
‘Institutiogsu " 1bs. 1lbs. 1bs. 1hs. 7 1bs.
< . -> B . ) - *
_HOSPITALS (Contingyed)
23. Goo ‘ ng . .
" Hom (Soqthg e)l ° 2.42 .38 1.64 .00 1.83
24, Good ar{tan Nursing } , :
Home (Pleasant View) - 2,64 .188 1.71 .11 1707
25, St. Joseph's Auxiliary 3.29° ' .00 .99 .00 .73
26. Good Samaritan Auxiliary 3.46 .00 39 .00  1.83
27, ~Parkland Nursing Home \ ° o
“(South Edmonton) ‘ 2.11 .00 .89 .00 2,11
28. Grandview\Auxiliary 3.69 .00 1.09 .00: 2.11
° : . V4
DEFENCE ACADEMY
. Y .
'29. Canadian Force Base \4.12 .50 °2.27 .08  1.35
., (‘y w4,
PENAL INSTITUTIONS ' ST R
o 30. Belmont Rehabllitation Centre 7.00 00" 2.00 .00 1.00
Le Fart ' Saskatchewan .Correctional
"@%}nstitute - . 4.26 .00 3.38 .00 .67
4 a
% UNIVERSITIES AND COLLEGES )
C \\,/ , 5
3 32 University of Alberta and
% ‘fCollege St. Jean .82 04 <34 .03 .16
owarrt 10.00 2.92 7.33 '5.83 ,3.97
'34. Concordia College 7100 .00 1.00 08 ° .66
35. Alberta College ©2.57 .00, 1.29° .00 /7 TIr—-.
36. Alberta School for the Dkif\pf 4.25 .57 2.60 .00 - .1.00
- ® . e . AN : ,
‘ ; N
. SCHOOLS AND DAY CARE ‘CENTRES
, 37. Harry Ainlay Composite High S.QO :20 .50 .20 .40
'38. St. Joseph's Composite High .67 .07 " .67 .00 67
39. Bonnie Doon High 4.00 .00 2.35 .00 80
40 Louis St. Laurent School 1.33 .00 .00 .00 2.00
41. udents JUnion Day Care .89 .00 .33 .00 44
: g D



to the - fact that meat is not only served a8 food .in the institution but

’g also used as production }nputs in claes inStructton.
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. APPENDIX B3 ' (Continued) .
S 'tBeeff‘ Véa;*"Pork Lamb | Bb;iﬁryg
. "33‘ InStitutions-‘ " 1bs.  1bs. ~1lbs.' " 1bs. "tileJ: 3
SCHOOLS" AND DAY CARE CENTRES ) s
v o (Continued) 4 S . . : v
| 42\\crant MacEwan Day cﬁna <1Qf1'6o 007, -.80° . .00 .80
.e‘43 South Edmonton Day Care L2429 l.;OO*v w;S? fefzéd Y RN
4. Victoria Composite’ iidgh - 6,00 1010 1.10° .60 1065 %
s, OiiVer Day Cate . B :.31,33 '”y;bd*‘;i;lbznl ;60"f’1.33\l"k_§&ﬁ
,546 Centre d’ Experiénce Prescolaire w487 - .00 45 xﬁ».OO,_i 1§§9J‘ﬁﬁ“ 7fi~
In- PLANT/IN—OFFICE CAFETERIAS L o "
";47. C.N.T: B, Caterplan Services 33}10.! .00 t‘i,37i v‘;OO 24
48. Legislative'Building ’ 1.80° .00 L9 .00 §37'
49. Administration Building 2,50 .00 1.50 .00 . . 2.00
50. Transportation Building : 4,17 .00, 3.33 - .00 . 2.50
WELFARE 'I;bm:s i o . .. R ol
51. Hilltop House ' '1.38 .00 .7} "n65> .71
'52. Westfield Home ©1,95 © .00 1.20 .00 .75
53.. Atonement Home . 1.32 .00 .25 .00 .36
54. City of Edmonton, Childen ] ’ o , :
Centre - . .92 .00 .20 .00 .42
55. Wetaskiwin Centre | S 2.74 .00 .95 .00  1.38
-56. Group Home No. 1 6425 . .00 .45 .00 .25 ﬂ
' 57. Group Home No. 7 o 4,71 .00 2,79 .00: .00, <
'+ 58, Groun\Home"ﬁo 13 o 4,51, 45 2.71 'v.ds ' 1;82=
59. Zoei Gardner '/ 6.96 .00 391 .00 .00
60+ Marydale Treatment 2.50 .00 2,50 .00  1.00
61:. Behaviour Management Home 4.00 - \.OO, 2.80 .00 1.60
62. Rosectest Home © & .0 T80, .00 .00 . %60
63. gouth Development Cen&xe B . 3;31, .00 455 .00 .80
T X E—— B
1 N A I. T means* Northern Alberta Institute of Technology. ' The
relatively higher quantity per plate: received for the institution is due
.
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.IT;Q?Alberta Poultry Marketers Co- op Ltd
.~ Edmonton, ~Alberta. °

R
AQ

g APP,BNDIX [

THE PRODUCTION CAPACITY GEOGRAPHIC MARKET HORIZON i

»

OWNERSHIP STATUS AND MEAT PRODUCTslMARKETED BY S’ 3

v

Alberta Agrlculture, Agrlcultural Proce551ng and Manufacturlng

»--(_-.' '. s :. . . T b . I -é

Fresh afdd fresh’ frozer poultry

Brand Name' Lilydale, Country Fair o
uﬂ'Rated Capacity 30 million pounds.
AFSales Area Alberta ’ u

S22 F,JGﬂ‘Bradley “Co. Ltd. (D\é 51 - 100 employees)
_Edmonton,'Alberta.~" ‘ . JERE e
Ownership: Prlvate Company o ,
Head Office . ,F. G. Bradley Co.’ Ltd R

Toronto ‘Ontario. - e ?.=;°" L3

i a

‘ Product Produced: Meat purveying’ company

“‘Brand Narie:

' Rated Capacity: 8,000,000 peunds - (approx )

. Sales Area: All of Western Canada

-z

T30 Burns'Meats Ltd (G - 500 plus employees)% .
' Edmonton, Alberta. - L A Lo
Ownership: Prlvate Company *fg B ’ R

'~Product Produced

Head Office., Burns Foods Ltd., Calgary%‘Alberta.
Brand Name®  Pride of. Canada, Shamrock

Saled Area:’ Canada primarily and worlkd . markets
e ’ L o

4,5“Centennial Packers Ltd,

H

:- ‘Edmonton, Alberta. .
» -+ Product Produced: WhOIQSale distributor -

Head Office: Calgary, Alberta
Sales Area: Alberta .

&

I &
¥

w7

_Gulde Index of Meat (Beef and Pork) Packers and Processors
. gCensus Dlstrict No.:11, Alberta R

(F §l201’to SOO?employees)

A S

£. g. bradley Gold Lable, Silver Label and Blue Label

Cattleand’ bogs slaughter, fresh and processed



1,0 .

=Canada Packers Ltd (B = 16 to 25 employees)
. ‘Edmonton; Alberta S S e fy
: ;_'0wnersh1p Puinc company - LI“ : ‘“”7" o
. Product’ Produced . Fresh and fresh frozen poultry
"[Brand ‘Name : Maple Leaf York Citadel
ffRated Capac1ty .8 mlllion lbs. LA
ijales Area Canada."' o

.;¥Canada Packers Ltd (G - 500 plus edblovees)

'Brand Name., Maple Leaf,,Jubilee, Swan,, Domestic “Kem, Kllk ) e

. 'Edmonton, ‘Alberta. = s - oo S e
';Ownershlp' Private’ company ', L E LT
iProduct Produced Beef:, veal,. pork cuts fancy meats, smoked meats,

.'fEdmonton Custom Packers (A»— l to 15 employees)

. Product Produced Meat _ L , v
- Rated Capacity: - N/R = ZH, e ’ B
Sales;Area;l Local (Edmonton and suburbs)

.Edmonton Meat (C - 26 to 50 émployees)

Gainer's leited (G - 500 plus employees)

eyl

Edmonton, Alberta.™ ... SRR ,.7'“f§5‘

“ff0wnership Public COmpany K : ; ' L AT
' Product Produc d: Meat——canned cooked cured,,freshaand.fresh ,::q‘#,fk';

frozenw’edible Oll products:

_ Perfectlon, Snowflake, SPS (Spec1al Pastry Shortening),k_'
York, -Private Label Brands ‘gﬁ,3“‘ L T "

“Rated Capac1ty._ 130 million . pOunds :
‘Sales Area Alberta, Britlsh Columbla (except Vancohver)

, ‘ Saskatchewan Eastern Canada, United States Europei
Capital Packers Ltd (D = 51 to 100 employees) ' '

o

sausages, meat loaves, poultry, -and flSh

Brand ‘Name: Capltal Packers Ltd o o . . o
Rated Capac1ty '15,000, OQO lbs ST T N . o
'Sales Area: Alberta ;j’ _w R ;*.ﬂ :» i r R

Edmgnton, Albérta?
Ownership: "Privaté comoany CA T ‘ %%

\

Edmonton° Alberta. L
Ownership ”Private company : S ' PR
Products Produced Custom’ meat processing, HRI and North Camp f N
' suppliers, bloo& ready beef, spec1alty meats
Brand Name Edmonton Meat - =0 / S . el
Rated. Capacity: 10 million ibs. /year 1A' ' f' - , '
Sales Area: Alberta, Norfhwest" Territories, British Columbia, o
' ' Manitoba, Saskatchewan. : ’ ‘

Edmonton, Alberta.
Ownershlp. Public company

S . ) . . b o

-Parent Company.‘ Agra Industries .Saskatoon SaskatChewan
' Product Produced: Full line of packing house products:

Brand Name: Superior, Capital, Timely-Fair Royal Breakfaét Eclipse
Sales Area: Alberta, export.oscg

v
-




' .'bf)ill. IMD Foods Ltd (C - 26 to 50 employees)

o Edmonton Alberta.-jj: e
'vpvawnership Public company '-t’ el ) P
SR Head Office: Burns Foods Ltd,, Calgary, Alberta.»_ R LT SR

-+ Product . Produced Fabricated ‘beef and. pOrk cuts . T
,igjfBrand Name: Pride of Alberta ”'—-,u R L 34‘3 "fff EE TR

. Rated Capacity: 5,000,000 Ibs, . - 7 i RTINS S S
”Sales Area Canada—~primarily Western, small amount of export SRR
“trade’ (Japan Denmark) ', v.'kw'.- G T e

,'d{jLucerne Foods Ltd. (
'"',f‘Edmonton Albertan;~"7
"f70wnersh1p ‘Private company R : U
,dParent Company Can da . Safeway Ltd e Winnipeg,rManitoba.
'” -Products Produced airy products, egg grading, beef breaking Do
- 'Brand ‘Name: Lucerne ' Y R N SR
..mSales Area Ontario to Britlsh Columbia. e Sl

B (N O

Al3r,Quellette Packers Ltd (A = l to 15 employees)
“éyYEdmonton Alberta._ , ‘ v _ 2 A
‘ -Ownership Private company e > T B
. ,Products Produced Freezer meat orders, custom slaugbtering, o

’ cutting, wrapping, freezing .
Rated Capacity 750 000 1bs: - - . T
WSales Area Local (Edmonton and surroundlng towns)

-l

-

’lA._SWift Canadian Co Ltd (G - 500 plus employees)
- .+(Packing: Plant) Edmonton, Alberta.,_
Ownership'ﬂ Public company

N i;:?“.:— ‘

Parent: Company Esmark Incorporated Chlcago Illinois _ ‘ e
.- Products Produced Meat slaughter and proce881ng——beef pork lamb”»v
- ‘Brand Name: Premium. T .

Sales Area Saskatchewan Alberta British Columbia, and export., ol

15. SW1ft Canadian Co Ltd (D —ﬂSl»— 100 employees) Con e T
o (Turkey Processing), Edmonton Alberta F DL TR
~Ownersh1p. ‘Public company" SO o S i :

_fﬁProduct Produced: . Turkeys ’ a &
"« - Brand Name;: Butter ‘Ball, Golden West Empireb‘l o . Lo e
'-TSales Area Alberta and British Columbia. : e
, ~”‘SausagefCo, Ltd. (C > 26 = 50 employees) BEES I >;'v~3‘f
g 'Edmontbn Alberta. ; R , v_', o TR
- Ownership, Prlvate company ' -‘. ;.”J - '
' » -Head Office: Edmonton Alberta, . “’"”if. s

wProduct Produced , Fancy sausage, .w1eners, bo gna, deli products,
‘ pizza, ravioli, meat piesw and” sausage rolls. ‘
“Brand Name: Van' s and Tony's R ATIEEEER N
. Rated Capacity: 4 »000,000 1bs. /year ) o SERE
Y.Sales Area: Hainly Alberta Saskatchewan, and British Columbia..y

o »»,ya’.z"'g? o . S

.
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";17 Wespac Meat Processing Co. Ltd kb7§ﬂ5175:100 employees)t‘il

" Edmonton, Alberta ‘
Ownership Partnership : . e SRR SRR
‘g.Product Produced Hotel, restaurant, fast foods,‘and boneless
AT x Dm_&; Droducts \ . 0

‘i;fg Brand Name Wespac BERENE

Anj‘ﬂ“'Sales Area Canada United States f: ‘xl.volen‘vtklff{ .'irj.‘“;;fﬂwf‘§~7'

dll9 Leduc Meat.Packers Ltd (A = 1 to 15 employees)

Rated[ apac1ty 15 million lbs

8. Home Freezer Meats .(A -‘l to 15 employees)
© Wetaskiwin Alberta.'";“ PR
‘;Ownershigx Proprietorship o R
.. Préduct Produqed Meat products .
f Brand Name ;v “Home " Freezer Meats “vfff
Sales Area ”<Local - : R

Leduc, Alberta._” S S Ceoan
’VOwnershio Private company -“*v15

,Product Produced - Custon;killing
Rated Capac1ty 500 00

Sales Area »Local

20 Parkland Packers (197%3 Ltd (Al4‘l to 15 employees) -
Stony Plain Alberta , et e
' Ownership Partnership
~Product. Produced Sausages L
Rated Capacity 500 OOO lbs. SO

"Zl Sherwood Park Meat Packers (A - l ‘to- 15 employees)

Sherwood Parky A berté“‘ LRI g
Ownership Private company o A : :
Product Produced' Custom slaughfer and proces51ng of beef and pork

i

u22 West Country Packers (A - l to 15 employees)
Drayton Valley,‘Alberta.H .
Ownership . Privage company. o I
Product Produced:’ Slaughter animals, o

L _V Sales Area Local S ey el TR :
i -‘) "
N 1 ' s i
+ ' ! Ly R

?; w u / e 2s0 e



S

: r*-“*'? .,.‘;;._j.f;,_-

o ‘.‘, ) Y’:“‘.‘_-‘ “ . “‘ - o . 0 ’ | ] ’H.‘,. 251 .
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AR R, PRICI NG OF RETAIL CUTS or BEEF B T
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T APPENDIX D2 S
WHOLESALE CUTS OF BEEF AND THEIR BOl IE STRUCTURE

WHOLESALE CUfS OF BEEF AND THEIR BONE STRUCTURE :
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o | WHOLESALE GUTS OF VEAL AND THEI NE STRUCTURE
e wnon.esmfs curs OF vsm. AND 'msm BONE smucruns _

e R _ o SO : APPRoxmAre nems"

B o snoumsn o;c;rc% N O mmeucoe PERCONT

at ‘ | TRIMMED T T m“&pa"::) %

9
K]
[

‘\._‘ s ¥
Snrlom Sluk a

(l.r;oPm) kusw (s«uﬁu) : '-}Fren&edﬂibﬁw:;

 Roled Cutes (Brey- Heel of Rouid "

.

3
-~

nd Meat Marketing (Westport Connecticut'
ny, Inc.~, 1972), pp.‘ 194 195 B

J H McCoy-,' Livestock a
’I'he Avi Publishfng Compa

RN

Source.

37

3



' TRIMMED :
o Jowe, )
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BOSTON CLEAR ' FAT

IX D4

e WHOLESALE CUTS oF _PORK AND THEIR BO\'E STRUCTURE

WHOLESALE CUTS OF PORK AND THEIR\BONE STRUCTURE
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APPENDIX El i
A HYPOTHETICAL TABLE OF MEAT PURCHASING METHODS.-
" USED BY INSTITUTIONS
¥ R, Purchasing ) ‘*_furchasingn . ". . Negotiation
’ “ by s by _Spot and
: r o “~Yegotiation Competitive -Bids _Buying ~ Tender Bids
Size of : - =
- Thstitution . ot Number of InstitutiOns Reporting .
0 ~-199 4 3 20 I
200 - 399 3 4 1
400 - 799 - - 8 4 : 0. .0
800 and over 3 A R
Total 18 . g 23
= 7.
! Size is: the average number of‘meat.mealskserVed‘per;day per
institution. - _ :
The null hypothesis postulated is that there is no: relationship
between the size of .an institution and the procurement method used
foor meat purchases = _
o /
3
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APPENDIX E2

* . A HYPOTHETICAL' TABLE OF FIRMS' RANKING OF GUIDELINES

FOR ESTABLISHING PRICES = e
i Ranks -
. - N : Grand
: ‘ 1 2. 3 Weighted Ranking
Guidelines - -  Average ‘All
for Price Setting Firms Reporting of Ranks Institutions
Cost plus margin o 2 1 2;" 1.66 1
Supply of meats demanded 2 1 2 1.66 1
Pricing to meet competition 1 3 1 1,83_' L2
:L f V, =

)

The null hypothesis tested is ‘that there is no clearly

interpretable pattern of rankings of the factors used as guidelines

—_—

’



" APPENDIX E3  © *

o
v

HYPOTHETICAL FREQUENCY DISTRIBUTION OF THE EX’I’ENT o -
TO WHICH FIRMS BELIEVED THESE SALES e

PROMOTTONAL ‘STRAYEGIES MERE USED.

o
y

' Ranks _ ’ .
- 2 . . Grand
o - “4 or .. - Ranking
. 2 1 2 3 no rank - Wejghted  All
- Sales Promotional. T : : Average .= Insti-
Strategies N Ihstitutione‘Reporting of Ranks tutions .
Offer of lower price - -2 1 1 1 2.2 ‘ 1
Volume (&iscount) selling 1 2 0 2 2.6 2
o 4o N ’ o » ’
. Rebate to customers - 0 0 60 - 5 4.0 . 4
- ‘ , - . [ Lo «
.. Return privileges 1 0. 1 3 3.2 . "3

/

° & . : B

The hypothesis tested is that the firms do not believe that there
Y
* 1s any- clearly interpretable pattern of rankings of the factors used

in promoting sales.
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@HY?OTHETICAL FREQUENCY DISTRIBUTION OF THE" EXTENT
€ 4
’ ’ JTO"WHICH FIRMS BELIEVED NEGOTIATIVE STRATEGIES .
' WERE EMPLOYED IN NEGQTIATION
3 , wa o i
——
Iy &0 g"' ) [ R t
’ - Ranks ., > -
oS R A - .
° b ., R , C . »
$ 4 s 5 .:,. LW ,'0“‘ 4 or . ) Grand
' i o172 3 [ no ranks Weighted . Ranking
i Lo . SR Average All -
Negotiatlve Strategﬁes » - Firms Reporting * of 'Ranks Institutions. -
'\)' ;,;‘ » J:“ , 3’1 . ° ! ‘
Firm's’ relatlve siée . ’ v A
- vs. buyer!s “ 0 0 o0 5y Va 4 .
' N e T o ;e . ’
Special. product N I TR
T4 }prOCESSlng ' 3 2 0 0 1.4 1
° 5?’3, . "‘A;‘; i§.‘. B W ) ,
Established.branﬂ ‘name, 2. 2- ] . 0 1.8 2. N
P S IR o 1 . ¢ ' @
’ ; T AT by K : /<:*
Quallty and seIVAce SRR T N B ) ] ¢« 3 .
+ 6,.' . oo 0( "
"i ‘."ﬂ F3
: ! B 4 (]
o o ‘ M ‘"; . ,; b '
7 AN - ' ¥ - ’ ' ’ o
The null hypothesis tested is that the firms do not believe' o
7 that there is ény clearly interpretable pattern of rankings of the
- [oid .
L
factors used in° negotiation. ~
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HYPOTHETICAL RESPONSE FREQUENCIES OF INSTITUTIONS'_}f-x

RANKING OF F%fTORS FOR USING CATERED FOOD SYSTEMI e

w .
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HYPOTHETICAL T@BLE OF FREQUENCY DISTRIBUTION OF

\_/
INSTITUTIONS' RAMKING OF REASONS FOR NOT

TVUSING CONVENIENCE ,Foonsl

er_Average‘[
”',of Ranks







A~ et e u 6y ‘To10uen

o (swoma g ap) Ty, N0z SOLIVTAY

By

-




‘ .wbmv.xgnmﬁko,x faueny
8TEL U gre s gt

. ¥ 1 4 .-‘.
- L (smome o




9

26




,%o.xwwﬁnmgcu
_m,_,o.v_.;;_qowmm

v EA .f"-“
PR BN |

‘
¥

B r ]

o

A L A:ouaoawm ﬁﬁ Hmuaamom Hmumcwo <.

ommﬂ mz:a oa qﬁmﬁ wx«:z«a.




C 27

9870,
92°0
1870
$8°0 °
69°0
%8°0
78°0
2 08°0
£0°1
7o
£9°0
sLt
LL°0
LL0
L°0

A

- pget

y
695¢Y -

e

0£9°S
S19°¢
690°%
608°%
LTy
€60°€
O6E*Y

029y

0£0°Y
008°S
1v9°¢

- sL0%¢

LOTETT
ot
orr
Lz 1
O
TR
8y 1
e
0T
90" 1
20°1
02" 1
0E° 1
- 8%'1

8¢
%01

£61
68
8Y1
8%
00T =
9%
16
. 66€
0ST -
v@om
8¢
o7

90t
4 ,4..H OO

6670

90T N

80°1

L0°T
L0° 1.

001

€670

1870

___wmro
¥6°0
16%0
6670~

gzo‘e

T T S
058°¢.

i 1goe

.@wmomwm

- gsto,.

€6'0  s8vs

8LL'e
T1v°¢ -
£82°¢

....,74.,.
612 - Ov°1
T9Te

869°¢€ 871

oV 1

287°c .
; 7571
981
g1

120°€
€6L°C

oL

171
e T

071
0€°1

06°1
Le°1.

a"ANw.ﬁ

Lt

EP9T
B €161
ove
_A..woﬂmﬁz
et
CoEET
€60°T
T
_NamcM_Jn...

NIE

ot

PET' T
BT
CowerT
ﬂ.mmonwuw
Sy

“qT. 1°d
T4

'sqr -

*

8§
;. tqT 39d
SRSt

»

sqr

v

s

q

'sqr L

RCIREC
SRR % & ¢ SN

~ ameg 30 ¢
S IBYIuoR

st g ear
S SQr A8
e oaledTag ol

L13Tnog - -

G -

Jo

que]

o TeoA

bl

L

IVLI4SOH V A€ IHONOY IVEW 10 SAIAL FHI 0 SEDTEL. ANV STLITINVAD: KTHINOW i

&

P

E




)

- ; ) u - . \ . , .
- N > - ..l,o - € B , ‘
- . - + B
o . . . .. , ) R .a, . - .” v.\.c.,...,, St A
i . *B3A3QTY ‘uojuowpy ‘Te3rdsoy Teiousd aolem y 921INn0g- 4, - -

Tow

86°0  90Lv © SZ'T Ol . 'L 09wz ayiy L 00T LET | Sigy
20" z60'y ST L1 | TTT L 8STT el st01 19T 0oete
960 9Ty _M,m;, N U1 (2 #1992 CO0ETT LTyT . getr ../.mmm__....w. |
S T0°T ety S19°1 90T [£245 SR T1 M S 155 SR 1 748 S LerT 156y
H0°T 956y ST 09 T1TT . wou‘e YT WOET Ty A6ty
K S N A R S R T VETT - B90°T gl giety o6
B A e T R S L6251 - . zytr emei
1 66°0 . ‘88Lf - - EE°T - €S6°T - 62°T° 780°T - g1

66°0  vE8‘E LE°T 19 EE'T 0S6T gz'1. 7258 N T A3 &
TE6°0 T €69'e - - = gzipe 1726 - wenr 7

s

<

< SR A
TEO sovy - - o1 19 CTET L I6T'T 91t
8L5°2 C oot et et e g
1870 T 6Lyty (25 S ) TL 20T €16 g0l .“,_.,,.o_ﬁ.,.m;a o 2T

98°0 “°.88T°'s - sz oz ¥ z6o ILy'e CLETT oy 9z°1 CIBTESS T e

(9870 E6T'Y . ETT . 8Tl L6°0 - WEE™ . Se'T  pel‘l Lozett Ugeets
$ o Sal. s ovsat! . ¢ sqrt - g eUsar

1 °qr.a8g - . *qT 194 "qr 124 . ¥ eqT 139
SCE =T S adTag R 32Tag - : 20144

i

o

. ;%mmmH.Hﬁu@%mv@~

AEex go- T
L osu3voR

£13TNnog o ..QEWA ] i ;xMom. . TesN

.Awm:dﬂucoovm,om.anwmmm<f_m

\



