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FRASIBILITY OF 4 CENTRAL OMION SALES ORGANIZATION FCR SCUTE TEXAS
Chan Connollyl
SUMMARY AND CONCLUSIONS

Symmary: South Texas planted dry onion acreage represented about 25 percent
of the total U. 8. acreage for the 16 year period 1955-70. South Texas plant-
ed onion acrcage declined at the annual average rate of about 1,134 compared to
982 for the U. S. during this peried.

Yield of South Texas dry onions averaged 11,575 pounds per acre
compared to 25,318 for U. S. Annual average yield increase was 543 pounds
for South Texas and 630 for U. S.

Total production averaged 2.9 million pounds for South Texas against
26.0 for U. 5. South Texas production averaged about 11.0 percent of the U.G5.
total. In terms of total value, South Texas dry onion annual average value
waz $11.61 million dollars compared to $80.11 for U. S. South Texas totel
value represented about 14.5 percent of the total U. S. value.

Normal harvest period for South Texas onions is March, April and

May. During the recent 3 year period 1967-69, South Texas monthly average share

of

U. §. onion supply was 35.5 percent in March, 91.7 percent in April ard 35.1
percent in May. South Texas shipped 65.7 percent of the U, 5. total supply dur-
ing the threz month period. This provides the South Texas Onion Industry with
potential capabilities for partial management of the supply side of the markct
to achiesve orderly marketing and to stabilize price in the very short run.

Cest of production, harvesting, packing, and selling was estimated
at about $2.08 per 50 1b bag compared to about $1.83 for the Imperial Vailewv

of California.

Chan C. Conmolly, Associate Professor, Department of Agricultural Economics and
Socinlogy, Towas Agricultural Ewperiment Station, Weslaco, Texas,



The greatest absolute annual price variaticn occurred in South Texzas
during the 16 year period 1955-70. 4ll of the major selected dry onion supply
states had a relatively high variation in annual average price. About 68 per-
cent of the variation in the annual average F.0.B. price for the four major states
examined varied more than 30 percent about the 16 year average price. DBecause
of price variation, production of dry onions is considered a high risk enter-
prise,

Per capita consumption of dry onions in U. S. is very stable at 11.5
pounds. Demand is directly related to the size of population. Previous re-
search indicates that dry onions are purchased frequently in retail food ctores
in gmall amounts, According to shipments, demand appears to be fairly stable
throughout the year.

During the 1970 South Texas dry onion shipping season, there was a
total of 55 shipping firms controlled by 47 decision makers. Seven decision
makars shipped 150,000 50 1b bags or more representing 58 percent of the total
South Texas shipments. Fourteen decision makers shipped from 50,000 to 150,000
50 1b bags, representing almost 20 percent of the shipments. Degree of price
competition among sellers was great.

Data limitations prevented the measurement of the degree of buver con-
centration, however, it is well established that there is great concentration in
buyving by food chains,

The degree of dry onion differentiation among sellers is limited. A1l
shippers twpically pack in 50 1b bags on which appears the shipper's brand label,
This brand label was lost at the repackers or retail food store level. Conse-
quently most South Texas dry onions lose the F.0Q.B. shipping firm’s identity by

the time it reaches the retail level.



-3

The hoight of the grower entry barrier is lower than that for the
shipper. The shinpers parformance criteria, i.e. continuity of supply, good
quality, competitive price, carload lots, minimum of quality variance, mix of
- other produce commodities, capital and management, all contribute to the height
of the entry barrier for shippers.
When supply is limited, F.0.B. price is stable, however, when sup~
FFFFF ply becomes long, F.0.B. prices become very volatile. Unsold carlots rolled
to brokers and commission merchants are typically sold at distress prices

- which directly influences the price downward to the same level of all other

- carlots then in the market sold on a2 price protected basis.

Economic analysis of the annual average F.0.B. South Texas price

per cwt revealed that 92 percent of the variation in South Texas price is as-
sociated with the variability in U, 8. per capita January storage stocks and
per capita South Texas supply. A one percent change in per capita January

- stocks is associated with a 2.2 percent change in the annual F.0.B. price of
South Texas onions in the opposite direction with South Texas per capita sup-
ply remaining constant., Likewise a one percent change in per capita South Tex-
as supply is associated with a 1.5 percent change in South Texas price in the
opposite direction with January storage stocks held constant.

—_ For each change of 10,000 cwt Janusry storage stocks, the South Tex~
as real price change is $0.015 per cwt in the opposite direction with Scuth
Tewss supply remaining comstant. A 10,000 cwt change in South Texas supply is
asgociated with a real price change of $0.025 per cwt in the opposite directicn,
Consequently an absolute quantity change in South Texas supply has more infiuence

- on the annual average F.0.B. real price of South Texas onions than a cemparzhla

quantity of Januvary storage stocks.
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shinvers and bargin for a lower price as price will be stabilizad. Price com~
petition is eliminated but competition for sales will still exist. Shippers
would continue with the same grower reletionshilp and pack under the same labels

The proposed South Texas Onion Exchange and the Federal Marketing
Order would both share the same office with the services of fieldmen, and
clerical assistance under the same management. Both organizations would
have interlocking board of directors.

The propesed South Texas Central Sales organization would provide
as much service to ultimate consumers as to the South Texas Dry Onion In-
dustry. Consumers are interested in an orderly flow of onions at reasonable
prices. The South Texas Dry Onion Industry is interested in orderly market-
ing with stable pricing. The proposed central sales organization for South
Texas onions will serve both purposes.

Returns on capital invested in the proposed central sales organiza-
tion for South Texas onions cannot be precisely measured and is a matter of
subjective judgement. A 25¢ per bag increase would generate an estimated
$8.33 annually for each dollar of capital invested which represents an addi-
tional income of $1,250,000.00 to the South Texas Onion Industry., With a
cost-return break even of 3¢ per 50 1b bag at the 5 million 50 1b bag equi-

valent level, the probability of returns exceeding 3¢ per 50 1b bag is ex-

tremely favorable.

Conclusions: The South Texas Dry Onion Industry possess the necessary con-

ditions for organizing an effective central sales organization. The path
leading to orderly marketing and stable prices has been charted in this re-

port. To accomplish this goal, additional activities need be added under the
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current South Texas Tederal Marketing Crder plus a Scuth Texas Onion Exchange
need be organized to estzblish minimum pricing. The expected returns on cap=-
ital is extremely high.

Teamwork is the key to market power. Individual firms of the
Industry must be willing to work together for the same objective. In addition
there must be willingness by firms within the Industry to give up a certain
amount of individual freedom by not taking independent action. In any program,
some action or decisions are not equitable applied to individual's immediate
situation, however, over a period of time, advantageous actions and decisions
greatly offset inequities that sometimes occur in the very short run. Indivi-
duals must focus on the long run results rather than the very short run aspects.

The final decision must come from the South Texas Onion Industry.
he potential for more orderly marketing and more stable pricing exists. To an-—
complish this goal, some independence must be given up in order to place the
South Texas Onion Industry in a more advantageous marketing position.

The proposed central sales organization will eliminate some old prob-
lems and new problems will come to the surface. Working together will be
new experience for shippers accustomed to the current wild Cowboy-Indian kind

of marketing warfare.
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INTRODUCTION

The Situestion: The current selling organizational structure for South Texas

dry onions at the grower-shipper level does not lend itself to orderly market-

777777 ing and distribution. Historically, econcmic returns have been extremely vola-
tile at the grower and shipper levels ranging from relatively high returns to
negative returns depending upon the level of U. S. aggregate available supplies
cf dry onions at the time of the South Texas harvest.

South Texas dry onions have been marketed since 1961 with the aid of
Federal Marketing Order No. 959, as amended, TEXAS ONIONS. Under the marketing
order, grade and size, containers and control of packing house hours when sup-
plies exzceed demand are administered by a committee composed of growers and hand-
- lers. The committee is also authorized to conduct market research, develop mar—
keting policies, collect assessments plus many other activities as specified under
the current order 959 as amended, Appendix 1I. South Texas Onion Merket-

ing Order 959 is one of 46 Fruit and Vegetable Federal Marketing Orders and

Agreements in effect at the end of the 19569 fiscal year, Appendix IT.

The objectives of this inqguiry are to examine:

1. The aggregate U. S. supply and demand for dry onions

2. Intraseasonal supply of Texas and South Texas dry onions and char=
of the U. 5. supply

3. Cost of producing, harvesting, packing, and selling South Texa=
dry onions

4, U. S. dry onion storage stocks

3. F.0.B., market structure for South Texas dry onions
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Annual Average F.0.B. Price and Price Variation
Annual Average F.0.,B, Price Analysis
Selling Conduct of T.0.B. South Texas dry onion selling firms

above information, the expected performance of a proposed Central

Sales organizational structure for South Texas dry onions will be examined which

will include

ll

2.

5.

Geography and Climate:

the following:

Criteria necessary for orderly marketing

Organizational elements required to satisfy the criteria for ordew-
ly marketing

Market management at the F.0.B. level for orderly marketing

Cost and returns for capital invested in a Central Sales organiza-
tion

Pricing under marke; management

Onions are produced throughout the United States, but com—

mercial production is limited to areas where climatic conditions permit onions to

be produced at a comparable economic advantage. These areas include portions of

the Northern tier of states from Comnecticut west to Minnesota, the west coast,

high altitudes of the Rocky Mountain area, parts of Texas, Louisiana, Arizona and

New Mexico.

Tha highest yields of cnions are obtained when cool temperatures pra-

vail over a considerable time which permi:s the development of an extensive

foliage and root development prior to bulbing. Outside the important onion

producing arsas, onions have low yields because of the limited duration of =

cool growing season.
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The length of the daylight period, photoperiod, is also ancther
important factor that limits the number of commercial production areas with-
in the United States. Bulbing is not associated with the age of the plant
but rather with the photoperiod. The minimum photoperiod necessary to ini-
tiate bulbing ranges from 12 hours for extra early varieties to 15 hours for
the late types. Early maturity results when a variety has the ability to start
bulb formation during relatively short photoperiods and then develop rapidly.
Late maturity varieties normally have a long photoperiod require-
ment accompanied with a slow rate of growth development after bulbing. Late
varieties typically are not grown in the South as the long photoperiod comes
during extremely high temperatures when sun scald, thrips and pink rot combined
retard growth development. The Sweet Spanigh variety, however, has some tol~-
erance to these constraints and is produced in the commercial areas of the
south.
Temperature and photoperiod are interacting variables which determine
the adaptation of varieties in the various U. S. commercial production areas.
In certain areas of the United States, especially the high altitudes of the
west, the photoperiod may be much greater than required, and still bulbing is
delayed due to low temperatures. This permits varieties, with short photoperisd
requirements to develop considerable foliage before temperatures reach the mini-
mum level for bulbing. This provides a partial explanation for the higher vields
of certain early varieties under long photoperiods in high altitudes and lower
yields in higher temperatures and low altitudes under similar photoperiods.
Bolting, the premature production of seed stalks, is associated with
low temperature levels. Controlled greenhouse temperatures indicate 100 per-

cent bolting in the 50° to 6Q°F range, not greatar than 10 percent belting in
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tlLe 60° to 70°F range and no bolting in the 70° - 80°F range. The high degre=
of bolting in the early South Texas crop during March 1970 was associated with
cool temperatures. As temperatures increased, holting subsided.

The interaction of temperature and photoperiod restricts the commer-
cial production of onioms in the United States to areas that possess the unique
combination of temperature and light requirementsl.

The United States commercial onion producing states are presented in
Table 1 which covers the three year period 1968-1970 for planted and harvestad
acreage, and yields per acre. The total production by states and value are pre-

sented in Table 2 for the same three year time period.

Fresh Prosfuce Terminology: The terminclogy used in the fresh produce industyy

has specific meaning and is well understood by those at the trading levels.
Specific meaning of the terms evolved over time in order to foster communica-
tiong between sellers and buyers. As most selling and buying at the F,0.8. shi--
ping points consist of verbal contracts made by telephone, precise meaning of
terms are necessary in order to minimize disputes. Definition of terms used in

the fresh produce industry are presented in Appendix ITI.

U, 5, ANNUAL DRY ONION PRODUCTION AND MARKET SUPPLY

Production as an Approximation of Supply: The 3 year U. S. dry onion producticn

estimates, Table 2, do not represent the actual quantity of onions that were mar-

keted annually in the United States. The actual loss of onions between the pro-

Seelig, R. A., "Fruit and Vegetable Facts and Pointers - Dry Onions', United
Froash Fruit and Vegetable Association, 777 1l4th Street N.W., Washington, D.C.,
Scontembar 10, 1970.



Tl

TABLE 1

Acreage and Yield of U.S, Dry Onions by Season and State

1948 ~70
Season Planted Acreage Harvested Acreage Yield per Acre
and .
State ) '
1968 1969 1970 1968 1969 1970 1968 1969 1970
Acres Acres Hundredweight
Early Spring:
TEXAS vevnnnecnnns 27,000 25,000 21,500 21,500 21,000 20,000 115 145 165
Late Spring:
Texas ..ovevvineon 200 0 0 200 0 0 50 0 3]
Arizofa ceevevenen 3,100 2,200 2,400 3,100 2,000 2,4c0 320 375 360
alifornia .vvvan. 6,000 6,500 6,400 6,000 5,900 6,400 290 280 295
Total or
AVEr e .e.s.n. 9,300 8,700 8,800 9,300 7,900 8,800 295 304 313
Early Summer:
New Jersey ......, 2,500 2,300 2,200 2,400 2,100 2,000 180 175 175
TEXES .vvennnernnn 8,300 7,000 5,600 8,000 6,500 5,300 175 220 285
New Mexico +o..... 4,500 2,600 3,100 L,y00  3,k00 2,700 300 275 290
Washington ....... 550 550 900 500 550 750 400 380 340
Total or .
average ........ 15,850 13,450 12,800 15 000 17,550 10,750 217 234 276
Late Summer: 1/ )
New York ...n..... 13,900 13,500 1A,400 13,400 13,200 14,100 280 285 350
ORIO vavrnenmunnncs 500 600 630 600 500 £€00 koo 310 Los
Indiana .ouveenen. 1,000 1,160 1,100 906 1,100 1,000 310 300 265
Michigan ......... 7,500 7,000 7,300 6,900 6,700 7,200 324 300 320
Wisconsin .....s.. 1,500 1,800 1,800 1,800 1,600 1,700 25p 200 250
Minnesota ........ 1,100 950 1,000 1,000 900 850 285 250 220
£olorado ..o.eeev.. 6,500 6,000 6,000 6,100 5,500 5,700 290 320 290
Utah .ovivnenannn, 800 950 1,000 750 00 1,000 290 360 300
Washington ....... 1,300 1,200 1,300 1,200 1,100 1,200 ngp 425 375
Western Oregon ... 2,200 2,100 2,100 2,100 2,i00 2,100 o4 435 Lo
ldaho & Easteérn
Oregon Total .... 9,100 8,300 9,600 8,800 B,100 9,000 493 471 4og
idaho .ooviun... 4,300 3,800 14 ,500 4,100 3,700 4,300 480 455 460
Eastern Oregon . 4,800 4,500 5,100 4,700 4,400 4,700 505 485 450
California ....... 16,300 17,600 17,400 16’300 17,600 17.h00 32 53F 330
Total or . -
average ........ 62,200 61,100 63,630 59,850 59,300 6}.85¢ 338 336 347
United States ..... 114,350 108,250 106,730 105,650 100,750 10},4k00 272 281 200

Scmce- . 8. Department of Agncultmre, Vegetables-Fresh Market, Statistical Reporting Service, Vg 2—-2{’7{3)
Crop Reporting Board, Washington D.C. December 17, 1970, p 37,
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TABLE 2

Production and Value of U, 5, Dry Onions By Seasons and States

1968 -70
Value
. Season * Praduction
and Per Cwt, Total
State 1968 | 1969 | 1970 | 1968 | 1969 | 1970 | 1968 | 1969 | 1970
- 1,000 cwt. Dollars 1,000 dol lars
Early Spring:
TEXAS «vernrnern, 2,h72 3,045 3,300 6.85  3.23 5.85 16,937 9,832 19,278
Late Spring:
- ?eiasp...? ........ 10 0 4] 4.10 0 o} 1 a} 0
Arizona wuveeennes 992 750 Bk 3.36 3,16 430 3,338 2,372 3,712
California ....... 1,7h0 1,652 1,888 4,60 k.o bh.27 8,004 6,674 8,062
Total or
BVEFRLE vuew s 2,742 2,402 2,752 415 3.77 .28 11,383 9,046 11,77h
Early Summer: v
New Jersey ..., .. 432 368 350 4,10 5.24 5.36 1,771 1,929 1,854
"""" ‘ TEXES evurereans- 1,400 1,430 1,511 4. 69 4,60 5,13 6,563 6,580 7,748
New Mexico ....... 1,230 935 783 400 3.52  4.53 4,920 3,291 3,547
Washington ....... 200 209 255 3.75 k.37 4.02 750 gt 1,025
Total or . .
average ........ 3,262 2,942 2,899 k.29 4,32 4.8y 14,004 12,714 1h, 174
‘Late Summer: 1/ :
) New York ......... 3,752 3,762 4,935 3.32 5.07 3.13 10,960 16,845 13,603
ORTO vrerrncnrnns 240 155 243 .10  5.30 3.72 890 748 815
Indiana .......... 279 330 265 3.17 5.76 3.1 784 1,740 759
Michigan ....v.us 2,242 2,010 - 2,304 3.25 5.04 2.80 . 5,882 8,971 5,M8
Wisconsin ........ 450 320 L25 2.96 4,53 2.90 1,139 1,256 1,046
Minnesota ........ . 265 225 187 2.90  5.09  3.10 476 921 428
Colorado ....vu... 1,769 1,766 1,653 3.8  4.97  3.80 5,244 - 6,734 4,898
Utah ...ovinunnnn, 218 270 300 2.30  L.63 2.30 L1y 1,111 600
Washington ....... 480 468 450 3.5 0 5.36 3.35 1,050 2,063 1,146
- Western Oregon ... 882 914 861 1.70 4.40 2.60 1,037 1,608 1,859
Idaho & Eastern
Oregon Total .... 4,342 3,818 4,093 2.53 5.19 3.09 8,504 16,247 10,246
Idaho o ounvnenns 1,968 1,684 1,978 2.52 5.1% 3.10 3,850 7,163 b,964
3 Eastern Oregon . 2,37k 2,134 2,15 2.53 5.19 3.08 b, 654 9,084 5,282
California .o..o... 5,298 5,896 5,742 2.64 2.78 2,69 13,448 16,005 14,966
Total or "
SVErage ,....... 20,217 19,928 21,458 2,92 L. 31 2,98 4y 818 76,249 55,78k
- United States ..... 28,693 28,317 30,409 3.60 41k 3.65  92,1h2 107,841 101,010
¥

1/ Includes some guantities of storage crop onions harvested but not sold because of shrinkage
and waste.

Source: §, Department of Agriculiure, Vegetables Fresh Market, Statistical Reporting Semee Vg 2-2(70)
CmP Reporting Board, Washingron, D, C, December 17, 1970 p 40,

i
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Gietion and retail focd store levels is mot precisely known. This loss iz greal -
er in the northern states where onions are stored than in the southern statec
where onlons are marketed direct from the fields to the wholesale level for im-
mediate distribution to the retail food stores, hotels, restaurants and other in-
stitutions. In addition, adjustments need be made for imports and exports.

The utilization of U. S. annual preduction estimates provides the
first approximation for supply. The 41 cities unload data collected daily by
the U. S. Department of Agriculture, Crop Reporting Board provides another quan-
tity estimate for supply. The 41 cities unload data currently (1970) represent

from 60 to 65 percent of total U. §. unloadsz.

Trends in U. S. Dry Cnion Production: An examination of U. S. dry onion pro~

duction for the 16 year pericd 1955-70 Table 3, reveals that both planted and
harvested acres have declined while vields have increased. However, total
production has increased during this period. These relationships are not u-
nigue for dry onion production. During this period, agricultural production
technology has been developed and adapted at a rate greater than the increase
in demand for most U. S. agricultural commodities, resulting in a decline of
production acres. This, as generally recognized, is the primary reason for the
excess production capacity now existing within U. S. agriculture.

In order to estimate more precisely the rate of U. S. average amnual
change, simple linear regressions were computed for each variable during the
16 year period, Table 4. These analyses reveal that U. S. total planted dry
onicn acreage declined at am average annual rate of about 982 acres and harvest-

ed acres declined a little more than 1,052 acres. Yields per acre increased at

2 Computed from the ratio of total U. S. production and 41 cities unload data.
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TABLE 3

Acreage, Yield, Production and Value of U, S, Dry Onions
16 Year Period, 1955~70

Yield
. Planted Harvested Per Total
Year _ Acres  Acres  Acre  Production  Per CWT 1000
CWT 1000 CWT Dollars Dollars
1985 118,070 114,130 1817 21,388 2,37 50, 626
1956 127, 030 123,750 197 24,426 2.5 64,293
1957 118, 550 110,410 221 24,364 2.85 68,454
1958 116,510 107,000 222 23,1784 3.39 78,159
1859 121,330 113,530 226 25,609 2.52 54, 756
1960 111,420 102, 580 258 26,457 2,44 56, 367
I 1961 97,110 91,340 258 23, 600 4,05 86,365
1962 102, 720 96,330 268 25,1789 2.85 65,794
1963 38, 810 95, 650 270 25,781 3,51 82,197
1964 105, 820 99, 660 260 25,959 2.86 85, 540
o 1985 103, 910 91, 840 288 28,207 3.14 88,585
1966 103,260 93, 980 265 24, 942 4,861 114, 97
1967 109, 160 102,880 278 28,562 3.95 104,017
- 1968 114, 350 105,650 272 28, 693 3.60 92,142
1969 108,250 106,750 281 28,319 4,14 107,841
1870 108, 730 101,400 300 30,408 3.65 101,010

Source: U,S. Department of Agriculture, Vegetables for Fresh Market, 195459, SRS, CRB, Washington,
D,C. pp 85-89,
U.S. Department of Agriculwre, Vegetables for Fresh Market, 1959-65, SRS, CRB, Washingtoxn,
D.C. pp 128~134,
U, 5. Department of Agriculture, Vegetables Fresh Market, 1966, 1967, 1968, 1969 and 1970,
SRS, CRB, Washington, D,C. pp 44-45, 44-45, 42-43, 42-43, 40-41, respectively,
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TABIE 4

Computed Linear Regression Trends - U, S, Dry Onions Acreage, Yield, Production and Valve
16 Year Period 1955-70

y1/ a b ¥ R?
Planted Acreage 118573, 50 - 981.93 110238,13 0,31
Harvested Acreage 112500.75 =-1062.44 103555, 00 0,34
Yield per acre - CWT 199.65 6.30 258,18 0,83
Total production 1000 CWT 224,22 423, 06 26017, 50 0.74
Value per CWT in dollars 2.47 0,10 3,29 0,47
Total value - 1000 dollars 50718.45 3450, 50 80107, 68 0,66

1/ Model =Y =a+bx

Where:

Y = Dependent variable

a = Level of linear regression frend line at Y intercept

b = Slope of linear 1egression trend line

x = Time by calendar years

¥ = Means of linear regression twend line

R2 = Coefficient of determination

Source: Computed from data, Table 3


http:80107.68
http:103555.00
http:110233.13
http:50778.45
http:112500.75
http:118579.50
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an average annual rate of 630 pounds. Total production average annual increase
was 42.3 million pounds. Value per hundredweight (cwt) at F.0.B. shipping level
increased at an average annual rate of $0.10 and total value at a rate of about
3.5 million dollars annually. Reflected in this is the increased costs of grow-
ing, harvesting, packing and selling.

The shrinkage between planted and harvested acreage averaged about 9

percent for the 16 year period.

Trends in Texas Dry Onion Production: Texas dry onlon planted and harvested

acreage followed the same trend as did U. 5. acreage during the 16 year period
1955-70, Table 5. The linear regression trends, Table 6, reveal that Texas
planted dry onion acreage declined at an average annual rate of almost 1,450
acres, and harvested acreage declined 1,575. During this period Texas planted
and harvested acres was about one third of the U, §. onion acreage. Texas
shrinkage from planted to harvested acres also averaged about 9 percent.

Texas average annual yield was 12,800 pounds compared to the U. S.
average of 25,300,Tables 4 and 6. Average annual yield increase for Texas
was 657 pounds, a little greater than the U. S. 630 pound increase.

In terms of production, Texas produced an average of 15.3 percent
of the total U. S. dry onion supply for the 16 year period 1955-70, Table 7.
Value per cwt averaged $4.19 for Texas compared to $3.29 for the United States.
Average annual price increase for Texas was $0,13 per cwt against $0.10 for the
United States.

In reference to total value, Texas average annual value was 20.5 per-

cent of the total U. S. value which reflected Texas' higher price.
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TABLE 5

Acreage, Yield, Production and Value of Texas Dry Onions
16 Year Period 1855-70

- Yield
Planted Harvested Per Value
Year Acres Acres Acre Production Per CWT Total
- CWT 1000 CWT Dollars Dollars
1655 47, 600 47,200 64 3,009 3.15 9,473
1956 59, 900 58,400 83 4,861 3.06 14,863
N 1957 45, 900 41,100 97 3,915 3,81 15,139
1958 41,400 317,800 102 3,843 3,62 13, 817
. 1958 44 900 40, 800 15 3,057 4,68 14,296
- 1960 37,500 32,100 123 3,934 3.08 12,120
1961 21, 900 24, 500 144 3,532 4,01 14, 166
1962 31,300 2%, 900 132 3,688 4,36 16,095
. 1363 29,300 21,600 138 3,814 4,40 16,792
1864 32,900 29,500 185 4, 882 2.58 12,617
13865 30, 200 28, 000 142 3,063 4,24 16,804
1066 29, 900 22, 800 125 2, 858 8.12 19,168
- 1967 31, 900 28,5800 174 4, 980 4,13 20,542
1868 35,500 29,700 131 3,882 6.06 23,541
1969 32, 000 21,500 163 4,478 3,867 16,412
— 1370 28, 100 25,300 190 4,811 9. 62 27,026

Source: U.S. Department of Agriculture, Vegetables for Fresh Market, 1954-59, SRS, CRB, Washington,
D.C. pp 85-89.
U. 8. Deparyment of Agriculture, Vegetables for Fresh Market, 1959-65, SRS, CRB, Washington,
D.C. pp 128-134,
U, 8, Depariment of Agriculture, Vegetables - Fresh Market, 1968, 1967, 1068, 1969 and 1970,
SRS, CRB, Washington, D,C. pp 44-45, 44~45, 42-43, 42-43, 40-41, respectively,
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TABLE ©

— Computed Linear Regression Trends ~ Texas Dry Onions Acreage, Yield, Production and Value

1955~70
v/ a b 7 R?
- Planted Acreage 48932, 50 -14486,47 36637, 50 0.58
VVVVVV Harvested Acreage 46432, 50 -1575.15 33043.75 0,61
Yield per acre CWT 72,18 8,57 128,00 0.74
- Total production - 1000 CWT 3545,170 50,23 3972, 62 0,12
Value per CWT 3,017 0,13 4.19 0.31
a Total value 1000 dollars 10322, 53 719.20 16435, 68 0,61

_:L/ Model: Y =a + bx

Where:
Y = Dependent variable
a = level of Yinear regression trend line at'Y intercept
,,,,,,, b = Slope of linear regression trend line
x = Time by calendar years
Y = Mean of linear regression line
R? = Coefficient of variation

Source: Computed from data, Table 5


http:Acree.ge
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TABLE 7

TEXAS AVERAGE SHARE OF U,S. DRY ONION ACREACE,
PRODUCTION AND TOTAL VALUE
16 YEAR PERIOD 1855-70

Texas
VYariable U,5. Texas Share
Planted acres 110,233,13 36,637,50 33.23
Harvested acres 103,555,00 33,043.75 31,90
Total production - 1000 CWT 26,017.50 3,972,62 15,23
Total value « 100 dollars 80,107,638 16,435.68 20,51
Source: Computed from Tables 4 and 6,
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Trends in South Texas Drv Onien Production: An examination of the data in

Table 8, reveals a similar downward trend in planted and harvested dry onion
acreage in South Texas for the 16 year period 1955-70. The linear regression
trend analysis Table 9, reveals that South Texas planted acreage declined at
an average annual rate of about 1,134 and 1,296 for planted acres. South Texas
shrinkage between planted and harvested acres also averaged about 9 percent.

South Texas planted and harvested dry onion acres represented about
78 percent of the Texas total acreage and about 25 percent of the U. S. plant.
ed and harvested acreage.

Yields of dry onions in South Texas averaged less than half (45.77)
of the U. 8. average for the 16 vear period. Texas yields averaged about half
(50.557%) of the U. 8. average. South Texas average annual rate of yield in-
crease was 543 pounds, Tables 5, 7 and 9.

South Texas total dry onion production represented about 72 percent
of Texas' total and about 11 percent of the U. S. total production, Table 10.
Texas average annual price was 4.33 per cwt., which was $0.14 greater than
Texas price and $1.04 greater than the U. S. average price.

In terms of total crop value, South Texas dry onion average total
value was almost 71 percent of the total Texas value during the 16 year period
and almost 13 percent of the total U. 8. value.

A recapitulation of the pertinent data relative to dry onion produc-

tion in U. 8., Texas and South Texas for the 16 year period 1955-70 is tabulat-

ed in Table 11.

Intra=South Texas Dry Onion Production: Dry onion shipments from South Texas for

the 3 year period 1967-69 are tsbulated in Tables 12, 13 and 14 by counties
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South Texas Early Spring Dry Onions

Value

) Harvested Acreage Yieid Per Acre Production Per Gwy Total
ACres Cwt 1,000 Cur Doilars 3,000 Dollars

3R, 800 39 yf‘ 7,459
i §1, 000 o'} 60 a0 13,200

30 ﬂen G4 2,015

95 10,645
- 65 11,853
1860 110 #4113

1961 19,500 a0 g,748
1962 22,800 120 12,310

1963

s
2
-

-
o0 B3
oo
[T VS

22,600 130
G

2d, 60 i35 3 u} ]

9
25,100 130 3003 11,869
N 186,300 235 1544 1,610
i‘. 3 300 165 3995 15,370

i}(}ii 113 2472

B 7] 45 A5 G, 891
2 uq s}&@ 18a 3300 19,117

NOIECET Washington D, C,

or Fresh Marker, 1059-65, SRS, CRB, Washington D, G,

Vegerables-i ot 1966,1967, 1968 and 1960, SRS, CRS,
, 4243, 4948, respectively,

Vs, Deparvment of Agreuliure, Vegetables-Fresh Market,
Do, pid,

BE, Washington

g, 32970, SRS, C
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Ny 2o

TABLE 10

SOUTH TEXAS AVERAGE SHARE OF U.S. AND TEXAS
DRY ONION ACREAGE, YIELD, PRODUCTION AND TOTAL VALUE
- 16 YEAR PERIOD 1955-70

South Texas Percentage of

Variable UaSa Texas

Percent  Fercent
) Planted acres 26.04 78,36
Harvested acres 25,13 78.77
- Yield per acre~CWT 45,71 90,42
Total production « 1000 CWT 10,95 71.77
Total value~1000 dollars 14.49 70,65

Source: Computed from data in Tables 4, 6 and 9,
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TABIE 11

Recapitulation of Pertinent Dry Onion Froduction Data for U.S., Texas and South Texas
16 Year Period 1955-70

Variable U, 8, Texas South Texas
Average annual planted acreage 116,233 36,638 28,713
Average annual planted acreage rate of decline 982 1,446 1,134
Average annual harvested acreage 103, 555 33,044 28, 031
Average annual harvested acreage rate of decline 1,052 1,515 1,296
Percent of U, 8. harvested acreage 100% 31, %% 25, 1%
Average annual yield per acre in pounds 25,318 12,800 11,575
Yield-percent of U.8§, 100% 50, 6% 45, 1%
Average annual rate of yield increase in pounds 630 857 543
Average annual production in million pounds 26,0 4,0 2.9
Percent of U, S, production 100% 15.3% 11, 0%
Average annual price per CWT $3,28 $4,19 54,33
Average annual price increase per CWT $0,10 $0.13 $0.13
Average annual total value in million dollars $80,11 $16,44 $11.61
Percent of U.S, total dry onion crop value 100% 20, 5% 14, 5%

Source: Tables 4 , 6, 9.
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TABLE 12

Texas Dry Onion Monthly Shipments By Countries and Stations in Carlot Equivalents
_ 1967 '

T

: AN FEBr AR RBHe R ONE T ULy T AUG . BER L TREY WOV ThEC . TOTAL
= oniONEx BRY. : : T S e — - S

e BAILEY
MULESHOE - - - - - - 1 - - - - - 1
CAMERCHN
LA FERIA - - 16 T 69 - - - - - - - - 8%
SAN BENITC - - is 130 14 - -~ - -~ - - - 160
TOTAL 32 L9 14 245
.. CABTRQ "
DEIMMITT - - - - - - 14 30 - - - - a4
CROSBY ’ :
CROSBYTON - - - -~ - 1 21 36 - - - ~ 58
CULBERSON ) -
. VAN HORMN - - - - - 5 41 - - - - -~ 46
DEAF SMITH ;
HMEREFQORD - - - - - 3 110 4% 4 - - -~ 162
DIMMIT
BIG WELLS - - - - 81 10 - - - - - - 91
CARR1ZO SPRINGS - - - 158 354 4 ~ - - ~ - - 516
- : T TOTAL 158 438 14 607
EL PASO
ANTHONY - - - - 1 10 - - - - - - 11
CANUT 100 - - - - ] a1 - =2 - - - - 104
TOTAL 10 31 54 148
FLOYD T
- FLOYDADA - - - - - 9 3 36 - - - - - a4
HALE
PLAITNVIEW - - - - - iz ? - - - - - 19
HIDALGO =
© . EDINBURG - - 11 102 2o - - - - - - - 133
ELBA - - - 7 3 - - - - - - - 10
HIDALGO - - 2 a - - - - - - - - 7
MCALLEN - 2 14a 817 123 - - - - - - - 886
MERCEDES -~ - 57 277 B - - - - - - - 376
MISSION - - 18 FE 1 - - - - - - - 112
PHARR - - 51 189 16 - - -~ - - - - 2858
— WESLACO - - 64 203 36 - - - - - - .- 301
" TCTAL 2 346 1a9a 239 2081
LUBBOCK
LUBBOCK - - - - - 5 18 - 7 - 3 ~ a3
PARMER
BOVINA - - - - - - - 7 - - ~ - -
- PECOS
FT STCCKTON - - - - - 14 - - - - - - 14
PRESIDIC
PRESIDIO - - - -~ g4 12 - - - - - - 106
REEVES T
- PECOS -~ - - - - 7 25 23 - - - - 55
SAN PATRICIO
MATHIS - - 7 l&2 58 11 3 - - - - - 2a1
STARR
RIOC GRANDE CITY - - 18 83 - - - - - - - - 99
UVALDE -
— UVALDE - - - - 0 15 & 4 - - - - 1158
WEBEH :
LAREDO - - 12 432 146 ~ - - ~ - - - 590
WILLACY
RAYMONDVILLE - i 26 174 1 - - - - - - - 272
ZAVALA
- CRYSTAL C1TY ~ ~ 1 B3 298 1 - - - - - - 381
] UNKNOWN
BOAT — - - 3 - - - - - - - - a5
COMMODITY TOTAL 3 5i2 2826 (385 152 282 206 1y 3 5380

. Somce: U, S, Department of Agriculture C&MS-13(1967), Fruit and Vegetable Division, Market News
Branch, Washington, D,C, May 1969, pp 65, 66,
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TABLE 18

Texas Dry Onion Monthly Shipments By Countries and Stations in Carlet Equivatens

1968
T CUANe FEBe MARS BPR.  MAY  JUKE  JULY BAUGs EEP.  OCTe NOVe DECa TOTAL
oM T TR : : o - .
CaMERON
— LA FERIA . - - 18 11 - - - - - - - &9
‘ SAN BENITO - - 1 7 23 - - - - - - - 23
TOTAL 1 25 36 . &2
CASTRO
DIMMITT - - - - - - 10 18 2 - - - 3¢
CROSEY
e CROSBYTON - - - - - - - 4 - - - - @
RALLS - - ~ - - 2 - - - - - - 2
TOTAL b 4 5]
CULBERSON .
VAN HORN - ~ - - - ¥a 23 - - 5 - - a6
OFAF SKITH .
""" HEREFORD - - - - - R - A 2 12 ! = LEE,
DIMMET
CARRIZO SPRINGS - - - 22 93 1 - - - - - = 123
EL FASQ .
ANTHONY - - - - 2 41 K El 4 - - ~ 63
. CANUTILLO™ "~ - - - - - 54 22 17 1 - - - 24
TOTAL 2 98 28 . 25 ] 157
FLOYD i .
FLOYDADA - - - - - - 2 - - - - - 2
HALE
. PLATNVIEY - - ~ ~ - 5 12 - - - ~ - 17
'”’ R HIDALGO
i AL AMC - -~ - - < - - - - - - - o
DONNA - - -~ 1 - - - - - - - - 1
EDINBURG - - - 52 48 - - - - - - - o0
HIDALGO - - 5 30 &6 - - - - - 1 118
. MCALLEN - - T 3a8 155 g - - - - - 1 5314 ’
MERCEDES i - - i 83 &4 - ~ - - - - - 148
MISSICN - - - &4 86 - - - - - - - 156
PRARS - - - 135 &1 - L - - - - - - 196
WESLACO “ - z 104 akr - - - - - 1 - 155
TOTAL 11 817 577 1 2 1808
. LURBOCK
LURBOCK - - - - - 1 T < 4 ~ 2 2 25
MAVERICK
EAGLE PASS - - - 1 a1 3 ~ - - i~ - = 3s
MEDINA
HONDO - - - - - 11 - - - - - - 11
- PARMER N
BOVINA - - - - - - - 13 - - ~ - 13
FECOS ;
FT STOCKTON - - - - 5 71 1 2 - - - - g7
25133 63 8!
_____ PRESIDIC - - - 2 120 41 - - - - - - 173
) REEVFS e
PECOS . - - - - - a8 16 4 - - - - 28
SAN PATRICIO )
MATHIS - - - g1 143 - - - - ~ - - 23a
5TARR .
e RIC GRANDE CITY - - - 150 45 - - - - - - - 196
UVALDE - . -
UVAL DE - - - - 26 2 - - - - = - 28
. YWEBR j
' LAREDQ . - - - i85 226 - - - - - - - a1t
WItL ALY . : B o
- RAYMONDYILLE - - 1 169 56 - - T T 228
¢ ZAVALA i o RPN
CRYSTAL C1T¥ - e - s 114 a4 - - ~ - - - 167
COMMODTTY TOTAL 13 1a78 1488 297 785 138 3¢ 14 g 5 3680

Sowce: U, 8. Department of Agriculture, C&MS-13(1968), Fruit and Vegetable Division, Market
L News, Branch, Washington, D.C, May 1969, 9.66. '

I
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TABLE 14

Monthly Shipments By Countries and Stations in Carlots Equivalents

1963
" JANe FEBe . MARe APRe MAY  JUNE  JULY AUGe SEPe OCTe NOVe DECs TOTAL
ONIONSs DRY
BAILEY
MULESHOE - - - - - - 4 - - - - - a
BEXAR
SAN ANTONIO ~ - - - - 2 1 - - - - - 3
CAMERON
HARL [NGEN - - ca 3 3 - - - - - - - 12
LA FERIA - - & 98 559 - - - - - - - 157
SAN BENITO L. - 2 26 21 - - - - - - - 49
TOTAL 9 127 8z 218
CasSTRO
DIMMITT - - - - - 7 L3} 10 - - - - 58
CROSBY
CROSBYTON - - - - - - & 8 - - - - 10
RALLS - - - - - - - 1 - - - 1
TOTAL & 9 i5
CULBERSON
VAN HORN - - - - - 1 23 - - - - - 24
DEAF. SM1TH
HEREFORD - - - - - 6 191 30 2 1 - - 230
DIMMIT
CARFIIZO SPRINGS - - - 44 148 a8 - - - - - - 240
El. PASO
ANTHONY - - - - - 27 i3 ai - - - - 71
CANUTILLO - - - - - 3y - - - - - - ag
TOTAL &6 13 31 lio
FLOYD
FLOYDADA - - - - - 3 kd - - - - - 10
HALE
PLATNVIEW - ~ - - - 4 a8 - - - - - 4z
HIDALGO -
EDINBURG - - 12 109 a8 - - - - - - - 167
H10ALGO - - & 31 23 - - - - - - - &0
MCALLEN - - 91 T 296 - - - - - - -~ 1168
MERCEDES - - 18 179 57 - - - - - - - 254
MI1SSION - - 24 74 17 - - - - - - - 115
PRARR - - S 13% as - - - -~ - - - 183
WESLACO - - 38 259 100 -~ - - - - - - 397
TOTAL 198 1566 58¢ 2344
LUBBOCK
t.UBBOCK - - - - - 16 rx- 12 - - - - 51
MEDINA
HONDO - - - - 13 2 - - - - - - 15
PECOS
FT STOCKTON - - - - - 87 =l - - - - - 92
PRESIDIQ
PRESIDIO - - - - 92 14 - - - - - - 106
REEVES
PECOS - - - - - 4 11 - - - - - 15
SAR PATRICIO
MATHIS - - - 71 74 - - - - - - - 145
STARR
R1C GRANDE CITY - - 2 a5 - - - - - - - - a7
UVALDE
UVALDE - - - - El 17 7 - - - - - 55
WEBB
LAREDO - - 11 200 253 - - - - - - - 464
WILLACY
RAYMONDVILLE - - 40 100 a 1 - - - - - - 149
ZAVALA
CRYSTAL CITv ~ - - 38 171 as 5 - - - - - 253
COMMODITY TOTAL 260 2191 1&%2 311, &21 S92 2 1 47130

Source:

U.8. Department of Agriculture, C&MS-13(1969),

News Branch, Washington D,C, June 1870. p 67,

Fruit and Vegetable Divisioﬁ,

Market
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and stations. The shipping data for February through May is apggrepated in

Table 15 indicating the 3 year average total percentage produced by each county.

Hidalgo county was the major production area representing over 50 percent of
South Texas total dry onion supply. Webb county ranked second representing
12.6 percent. The Rio Grande Valley, represented by Cameron, Hidalgo, Starr
and Willacy counties, represented 63.4 percent of the total South Texas supply.

South Texas dry onion acreage, yield production areas, daily ship~
ments, daily F.0.B. prices by variety and size, delivered prices in selected
wholesale markets, and other pertinent statistics for 1969 and 1970 are pre-

sented in Tables IV and V in the appendix.

U. S. Onion Flow Rate to Market: U. S. dry onion shipments by monthbs provide

an estimate for the monthly rate of flow to market. Monthly U. S. shipments
by states are tabulated in Tables 16, 17 and 18 for each of the 3 years 1967-
69. Monthly total U, S. shipments are presented in Table 19 for each of the
three vears with a 3 year average by months. Inspection of this data reveals
that monthly U. S. shipments are relatively stable with exception of the 3
months, April, May and June. During this period monthly shipments are great-
er than normal,

The primary harvest perioed for South Texas onions is March, April
and May. The carlot equivalent dry onion shipments for South Texas during
the 3 year period 1967-69, March through May is presented in Table 20, with
the 3 year monthly average. U. 5. and South Texas carlot equivalents for
this same period are presented in Table 21. During the 3 year period Table

21 shows that South Texas shipped 35.5 percent of the total U, S§, March ship-
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TABIE 15

SOUTH TEXAS DRY ONION SHIPMENTS BY COUNTIES
3 YEAR PERIOD, 1667-869
FEBRUARY THROUGH MAY

3 Year Percent of

County 1967 1968 1969 Average Total

Carlots Carlots Carlots Carlots Percent
Cameron 245 62 218 175 4,5
El Paso 10 2 - 4 0.1
Dimit 593 122 192 302 7.8
Hidalgo 2081 1405 2344 1943 50,3
Maverick - 32 - 11 0.3
Medina - - 13 4 0.1
Pecos - 5 - 2 Nil
Presidio 94 132 92 106 2.1
San Patricio 227 234 145 202 5,2
Starr 99 196 47 114 3.0
Uvalde 90 28 31 49 L3
Webb 590 411 464 488 12.6
Willacy 272 226 148 215 5.6
Zavala 380 123 209 2317 5.1
Unknown (Boat) 45 - - 15 0.4
Total 4726 29176 3903 3867 100.0

Source: Tables 12, 138, and 14,
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TABIE 16

ts by States in Carlot Equivalents

. 1987

TORIGIN ANe FEBs WARs  APRe  MAY JUNE TJULY  AUGs  SEPe  OLTs  NOVe DECs  TOTAL
ONTONSs DRY - RAIL

ARtz -~ - - ~  &3% 1050 15 - - - - - Tl
ARIZ RT ~ - - - [ f1s} 1 - - - - - i
CALIF ND 4 13 - - 28 360 384 14 & - - - 767
CALIF NO RAT - - - - 5 2 - - - - - 7!
CALIF CD - 3 - 1 &1 g8 356 328 30 & 24 19 1036
TALIF D RAT - - - - - 13 A48 B8 - - - - BH ,
GALIF SD - - - - 86 32 23 11 8 - - - 1 60| 28eé
CALIF 1V - - - 23 ' asp 308 - - - - - - 7o1
CALIF 1V R/T - - - - 2 1¢ - - - - - - 12
CALEIF BHCAT - - - 1 1 bd - - - - - pd
coto 18 a7 23 - - - - 42 80 134 56 73 475

FLA RAT - - - 3 1 - - - - - - - 4

I BAHOD 556 3 ol 268 a4 - - - 9 328 360 a1z ave Z&12
iowa - - - - -~ - 30 1 - 8 13 - k=74
MIMN 12 B & - -~ - - - 1 4 4 H 3&

NEV - - - ~ - - - - - i B 2
NOMEX - - - - 27 347 77 ava 10 2 - ~ 937

ORE &9 391 263 3 - - - E 34 ITs 3% &29 a1s 2308
TEXAS - 3 508 BYTS 1385 S8 282 206 i1 - 3 -  B3&5
FEXAS R/T - - & & - - - - - - - - 10| 338C
TEXAS BOAT - - - a5 - - - - - - - - a

UT 8 19 7 - - - - - - 2z &0 -3 46 209
WASH A6 34 1 - - =6 325 25 47 33 72 44 &96

Wis 2 i s - - ~ - - 13 16 1 12 50

TOTAL ~1176 798 1979 @880 269%  EBe4 1503 1018 931 1044 1070 991 17992

ONIONGs DRY - TRUCK

AR1Z - - - - loE 277 23 - - - - - 402
CTALLF 27 37 28 a8 650 591 KOS 461 . Ao 311 189 158 3287
FDAHO 3p 28 44 23 - - i D “0 48 858 33 =3 ¥o]

M 1CH &bl Sas 422 a3 - - 23 170 40p  B4% /36 537 3988

ORE 58 52 | S50 1 - - - - 34 8s 100 as 493
TEXAS Zh B3 9885 FOBS , 1261 43 - - - ER -~ aepe %
Source: U,S, Departinent of Agriculture, C&MS~14(1967) Fruit and Vegetable Division,

Market News Branch, Washington, D,C,, Jupe 1968, p 5,
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TABIE 17

1968

ORIGING AND MONTHS

ts By States in Carlot Equivalents

ORIGIN JdANe FERs MARs APRe MAY JUNE  JULY AUGs SEB, CCTs NOVe DECs TOTAL

OMIDNS . DRY ~ RALL

ARLZ - - - - sn2 307 2 3 - - ~

CALIF ND - < - - a5 588 204 19 20 1 2

CALIF ND R/T - - - - - - z - - - -

CALIF CD, 21 9 & a 139 agz 500 281 27 21 C]

CALIF CD R/T - - - - a 17 18 - - - -

CALIF 8D - - - - 102 20 P4 23 4 - 1

caLtF 1V - - 185 AT &2 - - - - -

CaLIF BOAT - - - - - 1 - - - - -

COLO i 50 37 - -~ - - a9 e 108 =5

IDAHO 435 a0A 28 - - - - &9 17 IRH 410

1ows - - - - - - an - -~ - 1

MINN 10 11 & - - - - - - 1 -

KEV - - - el - - - - - 1 ?
TN MEX - - hd - i 597 165 163 2 H 1

N DX 1 - - - - - - - - - -

SRE £08 818 105 - - - - 17 keleh ) &T7 5480

TEXAS - - 13 1878 1489 297 185 138 0 14 5

TEXAS RAT - - - 2 - ~ - - - - ~

JTaM 48 3 1 - - - - - 13 2% 26

Va - - - - - 1 - - - - -

WASH as | x4 a - - 67 295 12 31 36 as

¥is 16 3 - - - - - - 7 g z

TOTAL 1252 80 PG48 Y E3E 036 D450 1844 BEZ 1097 Je73  {0%H 1188 16475

OMIDMS e DRY = TRUECK

ARTZ - - - - pas 176 Ed - - - - - L% 30
CALTF 117 40 23 2732 706 482 /54 506 441 335 288 188 38R
TOAHD 57 514 ag - - - - - B a8 50 &5 5& 3685
MICH 0z 559 568 140 - - - 295 450 884 570 =02 B4}
N OMEX - - - - te %74 - - - - - - B3
DRE o5 &8 iz - - - - 1 6& os | A7 as Bog
TEXAS - - 63 17385 1418 a3 as3 uue 342 68 g9 14 5134 %

% Includes Lower Vallsy, Laredo, Winter Garden, Crastal Bend and Zereford districts.

Source: U.S, Department of Agriculhwe, C&MS-14(1968), Fruit and Vegetable Division,
Market News Branch, Washington, D,C, July 1969, p 16,



. -31~

TABIE 1B

1,5, Dry Opion Monthly Shipments By States in Carlot Equivalents

- 1969
ORIGIN 7 JaNs FEBe MARe ~APRe  MAY UQNE T GULY AUG, TEES, TOEYS ROVI CEC 5
OHIONSY DRY -~ RATL
—- ARIZ - - - - &1T 375 -~ - - - - -
CALIF ND - - 7 - - - - - a3 3 - -
CALIF WD asT - - - - - - - - 2 ~ - -
CALLF CD - 13 33 1 sS4  TOD 622 173 2 [ ra 10
CaLIF CD R/Y - - - - - 2% 3a 2 - - - -
CaLIF 5D - -~ - - 107 2% 3 17 - 2 - e
CALIF 5D R/T - - - - 1 - - - - - - -
CHMIF IV - - - 19 a18 189 - - - - - -
CALIF 1V ReT - - - - & 4 - - - - - -
cone 49 45 30 e - .- 7 116 12 106 1l 50
IDAHO 471 268 319 31 - - 15 15% 38 376 373 &7
. 1owé - - - - - - 17 26 - - 5 -
M N 2 - - - - - - - - & i1 16
NEY - - - - - - - - i 4 % -
M OMEX 3 - - - - a5l 200 138 S ~ - 1
ORE 633 639 3585 & s . - - 198 561 645 445 556
TEXAS - -  @25% 2188 450 311 424 9z 2 1 - -
TEXAS R/Y - - 1 3 2 - - - - - - -
T AN a2 12 5 - - - - - 24 a1 66 85
WASH 25 850 134 13 - 50 269 27 < 33 sa “z
®1s -7 - 2 - - - - - & 10 3 el
wYo - - - - - - - - - ~ 2 2
TOYAL 1238 1087 114z 2264 2h64 2335 16515 A 121¢ 1271 I3T 1152
"""" ) ONIDNSs DRY =~ TRUCK
ARIZ - - - - i21 145 - - - - - - 270
CalF Y 111 103 a7 &sl 580 BB3  44g (385 3T6  2DB 2B P63
COL0 297 332 1w - - - 8 284 899 BET 293 266 2715
FOAHG &2 54 B2 16 2 - 5 16 a3 33 30 3z 344
MicH 682G 532 576 146 - - - IS8 700 SAB 643 555 458
N OMEX -~ - - - - %47 - - - - - - a6
CRE 113 Be 69 1 - - - 21 78 62 &a s4 S48
TEXAS & 38 339 1468 S93 13% 1506 &858 2s 33 - - sapy @

€ Includes fower valley, Hersford, Laredo, Winker Carden and Coastal Bund distiicts.’

Seurce: U, S, Department of Agricultwre, C&MS-14(1969), Fruit and Vegetable Division,
Market News Branch, Washingron, D. G, June 1970, p 16,



TABIE 19

INTRASEASONAL FLOW TO MARKET SHIPMENTS OF 11, 5, DRY ONIONS

BY MONTHS IN CARLOT EQUIVAIENTS

3 YEAR PERIOD 196769

Percent
3 Year of

1967 1968 1969 Average 3 Yr. Aver,

Carlots Carlots Carlots Carlots
Jannary 1,908 2,223 2,480 2,234 6.8
February 1,539 1,639 2,156 1,778 5.4
March 2,549 999 2,400 1,883 6.0
April 5,081 3,790 4,002 4,291 13,1
May 4,661 5,437 4,421 4,840 14,7
Tune 3,735 3,744 3,649 3,709 11.3
July 1, 954 2,153 3,717 2,808 8.5
August 1,659 2,244 2,508 2,137 6.5
Seprember 1,875 2,429 3, 040 2,448 1.3
October 2,020 2,897 2,900 2,439 7.4
November 2,007 2,118 2,329 2,151 6.5
December 1,815 1,988 2,311 2,038 6.2
Total 30,893 31,759 35, 913 32,856 99, 0%/

Source; Computed from data in Tables 16, 17, and 18.
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TABLE 20

MONTHLY FLOW TO MARKET SHTPMENTS OF SOUTH TEXAS
DRY ONIONS IN CARLOT EQUIVALENTS FOR MARCH, APRIL AND MAY
3 YEAR PERIOD 1967-69

3 Year

1967 1968 1969 Average
Carlots Carlots Carlots Carlots

. March 1,437 76 599 704
April 4,912 3,213 3,679 3,935

- May 2,646 2,903 2,445 2,665
Total 8,995 6,192 6,723 7,304

Source: Tables 12, 13, and 14,



U.S. AND SOUTH TEXAS MONTHLY SHIPMENTS OF U.S. DRY ONIONS
AND SOUTH TEXAS SHARE FOR MARCH, APRIL AND MAY
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TABLE 21

3 YFAR PERIOD 1967-69

South Texas

South Texas Percent

U.8, Shioments Shipments of U.8. Shipments
Carlots Caxlots Percent
March 1,983 704 35.5
April 4,291 3,935 91.7
May 4,840 2,665 55.1
Total 11,114 7,304 65,7
Source: Computed from data in Tables 19 and 20.
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menoy 917 percent in April and then declined to 55.1 percent in Moy, South
Texas shipped 65.7 percent of the total U. S. dry onion shipments during March
through May for this 3 year periocd.
The above data indicates the unique position of the South Texas onion
— industry regarding its share of the U. 3. market for this 3 month interval. The
dominate position provides potential capability to the South Texas Onion In-
dustry to manage a partial supply to the market when competition from nor-

thern onion stocks are at a minimum in order to achieve more orderly marketing

and stable pricing.

U. S. Monthly Net Dry Onion Supply: The previous analyses excluded U. S. im~

port and export shipments of dry onions. Tables 22, 23 and 24 present the in-

— traseasonal South Texas share of total U. S. shipments with import-export ad-

justments included for the 3 year period 1967-69 March through May. Since the

— South Texas dry onion industry has exported shipments only during heavy supply
periods, these adjustments change its share of net U. S. shipments very slightly,

Tzble 25.

Cost of Production, Harvesting. Packing and Selling: Estimated average cost

— of growing one acre of South Texas dry onions to point of harvest in 1970 wzs
§192.45, Table 26. With an average yield of 330 50 1lb bags, cest of produc-
tion per 50 1b bag was about $0.58. With an estimated cost of harvesting,
packing and selling of $1.50 per 50 1b bag, Table 27, break even F.0.B. cost
was about $2.08 per 50 1b bag.

_ The estimated growing cost for dry onions in the Imperial Valley of
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TABLE 22

MONTHLY SOUTH TEXAS SHARE OF U,S, DRY ONION SUPPLY
WITH IMPORTS AND EXPORIS INCLUDED
MARCH THROUGH MAY 1967

Use D¢ SUPPLY March April May
- carlots carlots carlots

U.S8, Shipments:

. U.S, Rail Shipments 1075 2881 2695
U.S. Truck Shipments 1474 2201 1966

B Total U,S. Shipments 2549 5081 4661
Plus Imports 444, 78 9

Total U.S. Supply 2993 5159 4670

Less Exports 314 727 780

U.S. Net Supply 2679 4432 3890

South Texas Supply:

Rail Shipments 512 2826 1385
Truck Shipments 925 2086 1261
Total South Texas Supply 1437 4912 2646
South Texas Share of U.S,

Net Supply 48,01% 96,67% 68.02%

South Texas Share of U,S. Net Supply for March through May = 70,15%

Source: Computed from data published by U.S, Department of Agriculture, Fresh

Fruit and Vegetables shipments, C & MS -~ 14 (1967), July 1963, Wash-
N ington, D.C. p 15,
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TABLE 23
MONTHLY SOUTH TEXAS SHARE OF U.S. DRY ONION SUPPLY

WITH IMPORIS AND EXPORIS INCLUDED
MARCH THROUGH MAY

1968
U.5. Supply March April May
carloks carlots carlots
U.S. Shipments: T —
U.S. Rail Shipments 294 1636 3039
U.8. Truck Shipments 63 1735 1418
Total U.S. Shipments 357 3371 4457
Plus Imports 509 713 57
Total U.8. Supply 866 4084 4514
Less Exports 99 317 670
U.S. Net Supply 767 3767 3844
South Texas Supply:
Rail Shipments 13 1478 1485
Truck Shipments 63 1735 1418
Total South Texas Supply 76 3213 2903
South Texas Share of U,S.
Net Supply, March -~ May 8.77% 78.67% 64431%

South Texas Share of U.S. Net Supply for March through May = 73,90%

Source: Computed for publication by U.S, Department of Agriculture, Fresh
Fruit and Vegetable Shipments, € & MS - 14 (1968), July 1969, Wash-~

ington, D, C, p 16,
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TABLE 24

MONTHLY SOUTH TEXAS SHARE OF U.S, DRY ONION SUPPLY
WITH IMPORTS AND EXPORTS INCLUDED
MARCH THROUGE MAY

1969
U.S. Supply March April Mavy
. carlots carlots carlots
U,S, Shipments:
U.8. Rail Shipments 1142 2264 2664
. U,S. Truck Shipments 1258 1738 1757
Total U.S, Shipments 2400 4002 4421
Plus Imports 263 125 69
- Total U.S. Supply 2663 4127 4490
Less Exports 242 420 451
R U.S. Het Supply 2421 3703 4039
South Texas Supply
Rail Shipments 260 2191 1452
Truck Shipwents 339 1488 993
- Total South Texas Supply 599 3679 2445
South Texas Share U.S, Net
Su9pl}7 22.‘{997{: 89.14‘% 54.45%

South Texas Share of U.S., Net Supply March through May = 59,607

Source: Computed from data published by U,S5. Department of Agriculture, Fresh

Fruit and Vegetable Shipments, C&MS=14 (1969), July 1970, Washington,
D,C, p 16,
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TABLE 253

MONTHLY SOUTH TEXAS PERCENTAGE SHARE OF U.S. DRY ONION SUPPLY
WITH IMPORTS AND EXPORTS INCLUDED

MARCH THROUGH MAY
3 YEAR PERIOD 1967-69

March through May

Month 1967 1968 1969 3 vr, average
Percent Percent Percent Percent

March 48,01 8.77 22.49 32,38

April 96,67 78,67 89,14 88,28

Texas Share for

3 Mcnth Period 70. 15 65.42 5906 65'27

Source: Tables 22, 23, and 24,

1/ Ueighted percentage,
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TABLE 26

ESTIMATED COST OF PRODUCING ONE ACRE OF SOUTH TEXAS DRY ONIONS

"""" 1970
N Costs Par Acre
- Variable Costs = Production
Tractor and Equipment $12,00
Tractor labor 25,50
Other labor 21,00
Seed 16,25
Fertilizer 100-100-0 20.00
Insecticide 6.75
) Fungicide 16,00
Herbicide 18,90
Irrigation water 15,00
Interest on operating capital @ 8% 6.05
Total variable costs $157.45
- Fixed Costs « Production
Taxes 11,00
7 Interest on land @ 6% 24,00
Total on fixed costs $§ 35.00
Total Production Cost $192,45

Source: Larson, Longbrake, and Cotner, Keys to Profitable Onion Production in
Texas, MP=-971, Agricultural Extension Service, College Station, Texas
,,,,, ] p 7.
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TABLE 27

ESTIMATED COST OF HARVESTING, PACKING AND SELLING
50 LB BAG OF SOUTH TEXAS DRY ONIONS

1970
Harvest Functions 50 1b bag
Field Harvesting 80,45
Packing 0.80
Selling 0425
Total Cost 51,50

Source: Larson, Longbrazke and Cotner, Keys to Profitable Onion
Production in Texas, MP-971, Agricultural Extension Ser=
vice, College Station, Texas pe 7.



-2

California in 1970 was about $0.50 per 50 1b bag according to growers inter-~
viewed. The harvesting, packing and selling cost in the Imperial Valley was
about $1.33 per 50 1b bag, Table 28, making a total F.0.B. break even F.0.B.
price of $§1.83. Crowing cost per 50 lb bag in the Imperial Valley was lower
due to an average yield of 600 50 1b bags compared to South Texas' 330. The
harvesting, packing and selling costs in the Imperial Valley were about $0.17
per 50 1b bag less than South Texas' cost. This indicates that the Imperial

Valley had about $0.25 F.0.B. total cost advantage over South Texas in 1970.

Seasonal Average F.0.B. Prices: All seasonal average F.0.B. prices are col-

lected by the local market news offices situated in the various areas of U. S.
where fruits and vegetables are commercially produced. All market news offices
are supported by State and Federal funds under the local state departments of
agriculture and the Consumer and Marketing Service, Crop Reporting Board, Sta-
tistical Reporting Service of the U. 5. Department of Agriculture.

The Market News Service Office reporting onion F.0.B. prices in the
- Valley is located in Weslaco, Texas. TF.0.B. prices reported are based upon the
F.0.B. shipping point basis. In reality many sales are made on a shipping point
acceptance upon arrival basis. Consequently these sales are not final until the
carolot is received at the whelesale level subject to the approval of the buying
firm. Should the quality not be satisfactory at the delivery point, it is cus-
tomary for price adjustment or allowance to be made which is not reflected in tha
market news price quotation. Theée sales are reported to the Market News Service
Office based upon delivered sales, shipping point basis (FOBDEL).

When supply is long, some sales are made on a price protected basis,

Under this agreement, the shipper agrees to ship to the buying firm on a price
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TABLE 28

ESTIMATED COST OF HARVESTING, PACKING AND SELLING
50 LB BAG OF IMPERIAL VALLEY, CALIFORNIA DRY ONIONS

1970
Costs Per 50 1b bag
— Digging éﬁ 0,020
Used burlap bag 0,040
Labor = direct harvest labor for 53 1bs, 0,300
Supervision, checkers, insurance, compensa=
- tion, transportation, inc, contractor, ete, 0,070
Labor cost for culls removed at packing shed 0,035
Loading and delivering to shed 0.078
Shed rent, equipment, screens less drying 0,125
Shed labor = loading included 0,200
""" Insurance - compensation, disability, etec,
for shed labor 0,05
. Mesh bag 0.26
Shims and tags 0,01
"""" Inspection 0.02
Car pads 0,02
Direct sales expense 0.05
Telephone, advertising and promotion 0,02
Office billing, etc, 0,03
B Total cost $1,328

Source: Interview with dry onion growers in El Gentro area
May 10, 1970,
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protected basis. In the event of a price decline prior to arrival, the ship-
per will adjust the price accordingly. This is an unilateral agreement, i.e. when
the price increases, the shipper will not advance the price. Normally dry onions
are not sold on a price protected basis unless supplies are heavy at which time
buyers request price protection. When the market price declines prior to the
arrival of a carlot sold on a price protected basis, the adjusted downward price
is not reflected in the market news quotation. When carlots are rolled unsold
and are subsequently sold through a broker or a commission merchant, the final
settlement price is typically lower than the quoted F.0.B. price and is not
reflected by market news.

Some onions are shipped to onion repackers close to the area of con-
sumption on a joint venture basis. Final settlement typically does not occur
until the lot is packed and sold by the repacker. The final settlement is sub-
sequently made by the repacker to the shipper based on the predetermined agreed
arrangement.

Under the foregoing basis of sales, the actual price received by the
shipper is not known by the Market News Service. When a large percentage of
the total shipments are sold on a basis of sale other than F.0.B. shipping
point, the F.0.B. price quotations made by the local news service may have an
upward blas. The market news actual reflects only the price levels on the F.0.B.
sales at shipping point. Consequently, the F.0.B. price quoted by the Market
News Service does not reflect all shipments. An added dimension to the market
news reporting service would be an estimate of the percentage of total sales
made on a F.0.B. shipping point basis.

The seasonzl average F.0.B. price quotation by the Market News Ser-
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vice for dry onions per cwt. are presented in Table 29 feor the 16 year period

1955-70. These data are presented by the major state, in terms of acreage, for

each season. The Texas early spring and early summer 16 year price each averaged

34,33 per cwt. compared to $3.94 for California’s late spring, and $3.20 for New
VVVVVV York's late summer crop.

In terms of annual price variation, the early spring seasonal price,
represented by South Texas production, had the greatest absolute variation. The
standard deviation, which is a statistical measure for dispersion, for the
early spring season was $1.37 per cwt. This means 68 percent of the variation
in the early spring F.O0.B. price was + $1.37 from the 16 year average price of
$4.33 representing a range from $2.97 to $5.70. The Texas early summer produc-
tion had the second largest standard deviation of + $1.32 per hundred weight
from the $4.33 16 year average price. This represents an annual price range
from $3.01 to $5.65. The California late spring production had a standard de-
viation of + $1.29 compared to + $1.05 for the New York late summer production.

The relative dispersion about the 16 year average price for each
state was computed and is referred to as the coefficient of variation. They
are tabulated in Table 29. All of the selected states had a high degree of
relative price variation ranging from about 30 to 33 percent. Thiz means that
68 percent of the variation in the F.0.B. price for the four selected states
varied + 30 to + 33 percent from the 16 year average price,

The above statistical analysis indicates that the 16 year seasonal
annual average F.0.B. dry onion prices were very volatile for each of the se~
states and that the early spring F.0.B. annual average prices, represented
primarily by South Texas production, had the greatest absolute annual varia-

tion. The inherent seasonal average F.0.B. price variation places dry onion
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TABLE 29

Apnual Average F.0,B. Value of Dry Onions Per CWT by Seasouns
for Major Supply States

Farly Spring Late Spring Early Summer Late Summer

Year South Texas C(alifornia Texas New York

5/ oot S/ owt S/cwt $/ewt
1970 5.84 4,27 5.13 3.13
1969 3.23 4,04 4,60 5.07
1968 6,85 4,60 4,69 3.32
1967 4,05 3.30 4,39 4,36
1966 7.50 3.90 5.80 4,86
1665 3.95 6,00 5,50 2,65
1964 2.75 2,60 3.15 3.25
1963 4,15 4,55 5.30 3.05
1962 4,60 3.40 3.65 2,65
1961 3.45 3.35 5,50 4,50
1960 2.95 2,40 3.35 2,30
1959 5,40 3.05 2,95 1,55
1958 4,15 2,20 2.85 4,00
1957 4,45 4,30 2,60 2,55
1256 2,80 6,50 7.20 1.70
1955 3.20 2,50 2.60 2,30
Averagel/ 4.33 3.9 4,33 3,20
Standard Deviation2/ 1,37 1.29 1.32 1.05
Coefficient of Varia~-

tion3/ 31,71% 32,89% 30.45% 32,74%
Price Range 68% of
Variation 2.96=5,70 2,65-5,23 3.01-5,65 2.,15-4,25
1/ Unweighted average = ¥= ..I.Y1
- n
2/ 0= 511 - P’
n

3/0-5F

Source: U, S. Department of Agriculture, Vegetables for Fresh Market,
Acreage, Production, and Value, Statistical Bulletin Nos. 3.2
412, Vg 2-2(67), Vg 2-2(69) and Vg 2-2(70), Crop Reporting
Board, Washington, D,C.

2
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production in the high risk category in terms of price.

U. S. Drv Onion Storage Stocks: The first early spring harvest period for

U. 5. dry onions starts in the Ric Grande Valley of South Texas in late Feb-
ruary or early March. The supply of early and late spring and early summer
U, 5. fresh dry onions continue to satisfy the markets until late October or
early November. Most of the late summer supply is placed in storage. Be-
tween November and early April, a relatively steady flow of storage onions is
distributed among the many U. 8. submarkets.

Dry onion storage stocks on January 1 each year are published by the
U. S. Department of Agriculture, Statistical Reporting Service, Crop Reporting
Board, Washington, D. C. The dry onion storage stocks for the 16 year period
1955-~70 are tabulated in Table 30.

Storage is classified as either common or cold storage. Common
storage is the major type of storage used for dry onioms accounting for al-
most 93 percent of the total storage for the 16 year period 1955-70, Table
31. Common storage increased at the average annual rate of 3.4 million pounds
while the cold storage rate declined about 2.4 million pounds during the 16
year period.

The quantity of dry onmion storage stocks as of January 1 each year
is of major importance to the South Texzs Onion Industry. Relatively high
storage stocks for a given year is associated with a slow market at the begin-
ning of the South Texas harvest season whereas, below normal storage stocks

are associated with good demand and volume sales at reasonable prices.

Storage stocks of dry onions is South Texas greatest competition.
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Table 30
Dry Onlon Storage Stocks on January 1
156 Year Perioed, 19855-70

- Common Storage Cold Storage Total
Year 1,000 cwt 1,000 cwt 1,000 cwt
1955 4535 516 5051
1956 3898 565 4463
1957 4294 341 4635
h 1958 4051 406 4457
1959 3852 512 4364
1960 4891 424 5315
- 1961 4883 409 5292
1962 4125 262 4387
1963 4668 359 5027
_ 1964 4369 274 4643
1965 4553 291 4844
1966 5544 250 5794
1967 4079 206 4285
- 1968 4591 202 4793
1969 3237 214 5451
1970 4Ga1 163 4254

Source: U. S. Department of Agriculture, Apricultural
Statistics 1970, United States Printing Office,
Washington, D. C. p. 180,
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TABLE 31

BY COMMON AND (COLD STORAGE AS OF JANUARY 1,

16 YEAR FERICD 1955-70

— Type of
Storage a b b2 w2
~ Common 4186.05 34,44 4478,81 o 12
Cold 537.05 =23.52 337.13 P21
Total 4723,10 10,92 4815,94 .01

Mote: Model =Y = a + bx

Where:

o] o p
i w8 i

Source: Computed

Dependent variable

Level of trend regression line at Y intercept
Slope of trend regression line at Y intercept
Time in years

Mean of linear regression trend line
Coefficient of determination

from data in Table 30,
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Shefeors recent study revealed that the quantity of dry onion storage stochs

;
. R L
has a significant influence on the price of South Texas onions .

AGGREGATE U. S. DEMAND FOR DRY ONIONS

Per Capita Consumption: Annual per capita consumption of dry onions in the

United States may be measured indirectly by the disappearance of dry onions
in farm weight. Shallots are included in this measurement but the quantity
is not significant.

U. S. per capita consumption has been very stable as indicated in
Table 32.

Least squares linear regression was used to fit the long-run trend
of U. S. per capita dry onion consumption levels for the 25 year period 1945~
1969 and for the 50 year period 1920-1949 by using data tabulated in Table 22,
The empirical statistical model was as follows:

Statistical Model: Y = b0 + b, X 4+ u

11
Where:
¥ = Apnual U. S. per capita consumption of onions in
pounds
b0 = Level of the trend line
b1 = Slope of the trend line
XL = Time in vears
u = Stochastiec disturbance term

The computed statistics for the 25 and 50 year trends are tabulated

in Table 33.
This analysis dindicates that during the 50 year period 1920-69, thero

was a slight decline in U. S. per capita consumption of dry onions. However,

1 Shafer, Carl E, "A Statistical Analysis of Season's Average Prices for Tesan

Winter Carrots and Early Spring Onions, 1934-64", Departmental Technical Fe-
gsearch Report MNo. 66~2, TDepartment of Agricultural Economics, Texas ASM Un:i-
versity, Collese Staiion, Teuans.
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TABLE 32

U.S. ANNUAL PER CAPITA CONSUMPTION OF DRY ONIONS, 50 YEAR PERIOD
1920 -~ 1969

Year Lb,/Capita Year Lb,/Capita
1920 14,3 1945 13.,9°
1921 12,2 1946 13.4
1922 13,0 1947 12,6
1923 13,2 1948 11.8
1924 13,8 1949 11,7
1925 13,7 1950 11.8
1926 13,4 1951 11,6
1927 13,5 1952 11,8
1928 13.4 1953 11,7
1929 12,5 1954 11.1
1930 13,0 1955 10,9
1931 10,1 1956 11,4
1932 11,0 1957 11.8
- 1933 11,4 1958 11.7
1934 11,4 1959 11,5
1935 11,0 1960 12,3
1936 13,3 1961 11,5
1937 12,0 1962 11,7
1938 10,9 1963 11,9
1939 12,6 1964 11.4
1940 11,7 1965 11.4
1941 11,3 1966 11.5
1942 12.9 1967 12.1
— 1943 11,3 1968 12,0
1944 13,1 1969 12,1

Note: 1Includes 0.1 pound of shallots each year,,.1929 through 1958;
gince 1958 less than 0,05 pounds

Source: U.S. Department of Agriculture, Food=Consumption, Pricas, Exe
penditures, ERS, Agricultural Economie Report No. 138, July
1968, Washington, D.C, p, 77

U.S. Department of Agriculture, Food-Consumption, Prices,
Expenditures, ERS, Supplement to Agricultural Economics Report
o No, 138, January 1970, Washington, D.C, p. 21.

. U.S. Department of Agriculture, Vegetable Situation, ERS,
TVS177, August 1970, Washington, D.C. p. 16
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TABLE 33

COMPUTED LINEAR REGRESSION TRENDS = U. 8. PER CAPITA ANNUAL CONSUMPTION

50 Year Period 1920~69
25 Year Period 194569

a - 2
Y a b y R S, .« cv
U. 8, Per Capita Consumption 1/
50 Year Period 1920-69 12,89 ~0, 03 12,13 0.21 0,85 0.07
U. 8. Per Capita Consumption
25 Year Period 1945-89 12,31 -0.03?-/ 11.86 0.15 0.62 0,05

2 Model: Y =a+bx

Where: = Dependent variable

Y
a = Level of linear regression trend line at y intercept
b =Slope of linear regression wend line

x = Time by calendar years

;, = Mean of linear regression trend line

R2 = Coefficient of determination

S = Standard ercor of estimate

Jex
CV = Coefficient of variation

1/ Statistically significant of the . 05 level
2/ Not statistically significant at the . 05 level

SOURCE: Computed from data in Table 32
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during the more recent 25 year period 1945-69, the average yearly change of
-0.03 pounds per capita was not statistically different from zero at the .05
level of sipgnificance.

From the above analyses, one may conclude that any increase in the

current U. 8. demand for dry onions is related directly to population increases.

Consumption by Households: There is limited knowledge concerning the dry onion

consumption patterns and utilization by U. S. households. However, the 1965
Food Consumption Survey made by the U. S. Department of Agriculture does pro-
vide some knowledge on household purchases at the retail food 1eve11.

The 1965 Food Consumption Survey indicated that the average U. S.
household consumed about 0.63 of a pound of dry onions per week of which (.60
of a pound was purchased and the remaining 0.03 of a pound was either produced
by or given to the household as a gift, Table 34. The survey also indicated
that consumption of dry onions by households varies very little for households
above an annual income after tax of $3,000.00. This is consistent with Shafer's
findingsz. Shafer's price model revealed that annual disposable income de-~
flated by the consumers price index (CPI) did not provide any statistically
significant explanatory power to price at the F.0.B. shipping level for South
Texas onions.

The average household represented by the 1965 Food Consumption Sur-
vey spent about $0.08 per week for dry onions with 57.9 percent of all house-

holds using dry onions during a given week. On the average, about 55.5 percent

]2‘ Data was collected April 1965 through March 1966.
Ibid
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Table 34. U.S, Consumption of All and Purchased Mature Onions Per Houschold Per Weeck in Pounds, Dollars
and Percent of Houscholds by Income Levels, Spring 1965,

Annual Money
Income After
Taxes, L1964

A1l housecholds
$1000
1600-~1999
2000-2999
3000-~3999
4000-4999
5000-~5999
6000-6999
7000-7999
8000~8999
9000~9999
10,000~14,999

$15,000

Quantity per
household per
week in pounds

Money value

per houschold per
week in dollars

All

«56
66
.70
«63
o 71
o77
.66
61
«68

.67

Purchased

+60
«33
W43
.51

«62

.66

All

.08
.05
.06
07
.08
«09
.08
.10
.10
.08
.08
.09

«10

Percent of
households using

in.a week
Purchased all Purchased
.08 57.9 55.5
04 39.6 34,9
«05 47.5 42,9
.06 53.1 49,0
«07 57.2 54,3
.08 63.6 61.0
.08 57.6 55.5
.09 62.3 59.9
.10 65.2 63.6
.08 63.8 62,9
.07 61,3 59.8
.09 62.1 61.5
.09 62,0 60.7

Source: U.S. Department of Agriculture, Food Consumption of Households

Research Service, Washington, D.C,

in the United States, Agricultural

a.i?gu.
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of the housecholds purchase dry onions during a given week.
The 1965 Food Consumption Survey indicates that the average U. 3.
household makes frequent purchases of dry onions in small lots at the retail

store level.

U. S. Average Weekly Demand: Realizing that knowledge concerning the U. 8. dry

onion consumption patterns is limited, only general broad conclusions may be de-~
ducted at this point in time by using the currently available data. The data now
available indicates that agpregate annual U. S§. per capita dry onion consumption
rrrrr is relatively stable and that U. S. households make small frequent purchases of
dry onions at the retail food store level.
The average U. S, weekly consumption of dry onions may be approximated

with the utilization of the following equation:

Y = (CP/W)/CLE

= (arlots per week shipments
C = Average annual U. S. per capita consumption of dry
onions = 11.5 pounds

P = U. 8. population in 1970 = 204,000,000
) W = Weeks per year = 52
CLE = Carlot equivalent in pounds = 40,000 pounds

The solution of this equation provides an estimate of 1128 carlot
equivalents representing the average U. S, weekly consumption level for dry
onions in 1970. This estimate provides only an approximation on the level
where total U. S. weekly shipments may expect to reach a saturation level. This

approximation will be utilized later.
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F.0.B. MARKET STRUCTURE FOR SOUTH TEXAS DRY GNIONS
Market structure in this report means those characteristics of the
South Texas dry onion industry relative to the F.0.B. market level which in-
fluencee strategically the nature of competition and pricing within this mar~
ket.
The examination of South Texas market structure includes the follow-
ing four characteristics:
1. The degree of seller concentration described by the number and
the size distribution of sellers in the market.
2. The degree of buyer concentration defined in the same matter.
3. The degree of dry onion differentiation among the various sellers.
4. The condition of entry to the market in reference to the ease or
difficulty which new sellers may enter the market as determined
generally by the advantages which established sellers have over

potential entrants.

The Degree of Seller Concentration: The 2 year period 1969-70 was used to ex~

amine the degree of seller concentration in the South Texas dry onion industry.
These analyses were made by classifying the data both by shipping firms and by
decision makers. Since some shippers own or control two or more individual shin-
ping firms, the classification by decision makers is more meaningful for measuring
seller concentration.

In 1969 there were 61 shipping firms on the selling side of the
South Texas dry onion F.0.B. market structure, Table 35, which were control-
led by 55 decision makers, Table 36. Twenty decision makers representing

more than one third of the firms, shipped less than 50,000 50 1b bags each
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TABIE 35

Diswibution of South Texas Onion Shipping Firms by Quantity
of 50 LB Bag Eqnivalents Shipped

March 1 ~ june 1

969

Quantity of
50 Lb Bag Percent
Equivalents Number Percent Total of Cumulative
Shipped of of Quantity Total Percentages
(1000) Firms Firms Shipped Shipments Firms Shipments
Under 50 24 39,34 486,302 8.86 39.34 8.86
50 ~100 20 32,79 1,385,129 25,23 72.13 34,09
100 =250 13 21,31 1,749,005 31.86 93,43 65,96
250 ~350 0 0 0 0 93,43 65,95
850 and over 4 6. 56 1,868, 925 34,05 99, 991/ 100. 00
Total 61 99,99/ 5,489,361 100, 00 XXXX XXXX

Source: South Texas Onion Committee, Mercedes, Texas

1/ Not 100 percent due to rounding exrors,
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TABLE 36

Distribution of South Texas Cnion Shipping Decision Makers By

Quaniity of 50 Lb Bag Equivalents Shipped
March 1 - June 15, 1969

Quantity of
50 Lb Bag Percent
Equivalents Number Percent Total of Cumulative
Shipped of of Quantity Total Percentages
(1000) Firms Firms Shipped Shipments Firms Shipments
Under 50 20 36,36 361,090 6.58 36.36 6.58
50100 19 34,55 1,381,829 24,26 70.91 30,84
100-~250 11 20,00 1,359,481 24,16 90, 91 55, 60
250 —850 0 0 0 0 90,91 55,60
350 and over 5 3.09 2,436, 961 44,39 100,00 99, 99.1_/
Total 88 100, 00 5,489,361 99, 991/ XXXX XXXX

Source: South Texas Onion Committee, Mercedes, Texas,

1/ Not 100 percent due to rounding.
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which totaled less than 7 percent of total shipments. WNineteen decision ma-
kers representing a little more than another one third of the firms each ship-
ping more than 50,000 and less than 100,000 50 1b bags, sold almost one fourth
of South Texas total output. Eleven decision makers representing 20 percent
of the firms in size from 100,000 to 250,000 50 1b bags, sold another one
fourth of the output. Five decision making firms representing about $ per-
cent of the firms in size of 350,000 30 1b bags and over, sold better than

44 percent of the total South Texas output. During the 1970 season, number of
shipping firms had declined from 61 to 55, and number of decision making firms
from 56 to 47, Tables 37 and 33.

The above analysis reveals a small portion of a long run trend that
has been occurring among the South Texas shipping firms. Number of shipping
firms are declining with total quantity shipped per firm increasing. This indi-
cates that the selling side of the South Texas market structure is gradually be-
coming more concentrated.

The degree of price competition among the selling firms is great, When
supply is heavy, buyers are able to induce some of the shipping firms to either
reduce the price or sell on a price protected basis. When one selling firm
is induced by a buying firm to reduce the price, the remaining selling firms
are forced to follow the same decline in price level, This is a partial explana-
tion for the lack of price stability among the Scuth Texas selling firms.

Most of the South Texas dry onion shippers represent an integrated
growing and shipping operation. Many shippers have a jeoint arrangement with
some individual growers for a partial supply. Most joint arrangements are
based on an unwritten agreement between the grower and shipper. The provisions

of the agreement vary among and within shipping firms. Some contract
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TABLE 37

DISTRIBUTICON OF SOUTH TEXAS ONION SHIPPING FiIRMS BY

QUANTITY CF 50 LB BAG BQUIVALENTS SHIPPED
MARCH 15 - MAY 31, 1970

Quantity of

50 1b bag Percent

equivalents  Number Percent Total of Cumulative

shipped of of quantity total pergentages
{1000) firms  firmg shipped dhipments Firms Shipments

Under 50 20 35,71 454,541 7.83 35.71 7.83
50 100 i8 32,14 1,361,653 23.45 67.85 31.28
100 =150 7 12,50 898,474 15.47 80.35 46,75
150--250 8 14,29 1,650,563 28,42 94,64 75,17
250 and over 3 5436 1,441,631 24,83 100,00 100,00
Total 56 100,00 5,806,862 100,00 XEXX XEXX

Source: South Texas Onion Committee, Mercedes, Texas

¥
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TABLE 38

DISTRIBUTION OF SOUTH TEXAS ONION SHIPPING DECISION MAKERS BY
QUANTITY OF 50 LB BAG EQUIVALENTS SHIPPED
MARCH 15 - MAY 31, 1970

couapersT o e e Rl S IRt ¢ NI
Quantity of

50 1b bag Number Percent Percent Cumulative
equivalents of of Total of e PerCentagey
shipped decision decision quantity total Decision
(1000) makers _ makers shipped _ shipments makers __ Shipmente,
} Under 50 15 31,91 392,506 6,76 31.91 6,70
50100 14 29,79 1,126,183 19,39 61.70 26.15
100 =150 7 14.89 898,474  15.47 76,59 41.62
_ 150 =250 6 12,77 1,159,186 19,96 89,36 61,58
250 and over 5 10,64 2,230,513 28.41 100,00 99,901/
Total 47 100,00 5,806,862 99,99%/  xxxx XXXZ

Source: South Texas Onion Committee, Mercedes, Texas

1/ Mot 100,00 percent due to rounding,
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arrangements provide for the shipper to supply the seed and a portion of the
operating capital, while other contract arrangements provide only for the seed.
While the exact number of individual growers during the 1970 season is not pre-
cisely known, it is estimated to range between 125 and 150 with at least 90
percent having some kind of a joint contractual arrangement with a shipper. How-
ever the majority of supply of Scuth Texas dry onions are produced direct by
the shipping firm. An occasional shipping firm contracted to have all of its
supply produced by a grower on a fixed cost basis but this kind of growing arrange-
ment was not typical.

Grower settlements are normally based upon the F.0.B. selling price.
Typically, a shipper will deduct a fixed amount per 50 1lb bag for harvesting,
grading, bagging and selling plus the amount of previous operating capital

loaned for growing. The residual represents the revenue for growing,

The Depgree of Buyer Concentration: Information on number of buyers and size

is closely held information by shipping firms. Du? to the highly competitive
position of each shipping firm among other shippiné firms, it was not possible
to obtain the necessary data from all shipping fir&s to make a distribution
analysis. However, it 1s recognized that there is|a great concentration as s
number of buyers on the buying side of the South Texas dry onion F.0.B. market
structure. The major U. S. food chain stores have all concentrated their

buying power by each establiching a central buying erganization with local F.0.B.
buying offices in the major produce production areas within the U. S. Many re-

gional food chain stores have joined together and established one central buying

organization 1n the U. 8. with local F.0.B., buyers stationed in the major U. §.

fresh produce production areas.
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Aside from the above market ocutlets, large percentage of the South
Texas dry onion shippers reported major sales of dry onlons to repackers sit-
uated in or close to the major consumption markets in the U. 5. Again the num~
ber of repackers and volume represented is not precisely known. BSome South
Texas dry onions are also sold through brokers and commission merchants in the
area of consumption but no measurements on the number and volume represented
are available at this point in time.

Measurement of the buyer concentration for South Texas dry onions
is not feasible until further information is available regarding the number and

gize of the various types of buyers.

The Degree of Dry Onion Differentiation Among Sellers: The degree of dry

onion differentiation among South Texas dry onion shippers, like other raw
product agricultural coumodities, is minimal. The product differentiation

of South Texas dry onions by varieties depends upon the grade packed and the
brand label of the shipper. All registered South Texas omnion handlers by lo~
cation in 1970 are listed in appendix, Table ¥I. Dry onions of equivalent

grades have no significant difference among South Texas shippers. FEach ship~-
per packs under one or more brands typically in 50 1b bags. Once the 50 1b

bag reaches a repacker, they are repackad in consumer size packages normally un-
der the brand lable of the repacker. In other instances the repackers will pack
under the private brand label of the retail food store. Dry onions placed in bulk
displays by food retail stores are normally sold as elther white, yellow, or

red dry oanions typically on a per pound basis. The South Texas dry onion is

a differentiated product when compared to dry onions produced in the northern
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sections of the U. S. The South Texas onion is often referred to by many consnm—
ers as a sweeter and milder dry onion but under the current marketing arrange-
ments, it has not been feasible for the South Texas Dry Onion Industry to promote
this product due to lack of product identification. Under the provision of the
current Marketing Order, packing South Texas dry onions in consumer packages

is limited to an amount equal to or less than 10 percent of a shippers total
shipments., Packing a larger volume of South Texas onions in consumer packages
would provide for brand identification at the retail level and place the In-
dustry in a more advantageous position for promotional activities. Due to the
variance in pexrishability of the South Texas dry onlon, the South Texas Industry

has been reluctant to pack in consumer packages at the F.0.B. level,

The Conditions of Entry: South Texas dry oniomns are the first fresh dry onicus
harvested in the U. 8., each calendar year. Previous supplies are from storage
stocks in the North. Because of this unique situation, the entry barrier for
sellers of South Texas dry onions is normally lower than for most other fresh
vegetables. As the harvest season progresses to other areas, the height of the
entry barrier increases.

Since concentrated produce buyers are interested in selling firms that
are in a position to provide a continuity of supply of good quality dry onions at
a competitive price in carload lots with a minimum of quality variance, this cri~
teria does establish an entry barrier for new shippers. Previous experience in
the Rio grande Valley reveals that it is much easler for a shipper to become a

grower than it is for a grower to hecome a shipper. The entry barrier to growirg

is minimal.
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Established shipping firms normally have a group of buyers that de-
pend upon the shipper for a wmix of fresh produce commodities. This situation
adds to the entry barrier for new shippers with only one commodity available.
Capital requirements and management are also another constraint that

restrict free entry.

Selling Conduct: Selling conduct refers to patterns of behavior which sellers

follow in adopting or adjusting to the markets in which they sell.

Selling firms of South Texas onions normally sell under a relatively
short run stable pricing condition based on a F.0.B. or delivered firm price when
supply is limited. As supply increases during the harvest season, Figures 1, 2
and 3 supply of South Texas onion reach a peoint where demand at or near the sezs-
son's opening prices becomes satisfied. At this point buyers begin to request
price protection. Shipping firms not giving price protection will subsequently
be in a position where their supply exceeds demand. At this point in time, manv
selling firms roll surplus carlots on an unsold basis. When these unsold caricts
arrive at a recelving wholesale market still unsold, typically they are either cor
signed or placed with a broker to sell. Selling of the unsold rollers must be do
in a market where sﬁpply is already satisiied at going prices. The typical be~
havior of brokers and commission merchants iIs to reduce price in order to sell
the carlot. When the first unsold roller is sold in a market at a reduced prira,
all South Texas dry onions previously sold in this market the same day on a price
protection basis will be settled with the shipper at the lower price level. The
above sequence of events explains how unsold rollers depress the entire F.0.B.
market price within a matter of minutes after a roller is sold at a reduced

price. By controlling the rate of flew to market of South Texas dry onicns,
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this situation may be minimized. The South Texas marketing order may be amended
to provide for a positive control on the weekly rate of flow to market ship-

ments. This possibility will be discussed in a later sectionm.

F.0.B. PRICE ANALYSIS FOR SOUTH TEXAS DRY ONIONS

The variables that were associated with the variation in the annual
average F.0.B. price of South Texas dry onions during recent years will be ex-
amined in this section. Two estimating equations will be examined with regarc
to: {(a) explaining annual variation in South Texas seasonal average F.0.B. price

- and (b) forecasting seasonal average F.0.B. price for South Texas onions.

Seasonal total annual data were used in the development of the follow-
ing two estimating eguations. Consequently only the seasonal average F.0.B.
price of South Texas onions is relevant. It is beyond the scope of this study
to examine the variation in F.0.B. price of South Texas dry onions in respect to
- varieties, size and grade, from an annual or intraseasonal aspect.

More than fifty empirical statistical models were developed for the
purpose of examining the annual average price of South Texas onions, The follow-
ing two estimating equations presented have the best fit for the data based on
statistical criteria.

Prices were analyzed for two time periods; first, the 16 year period
1955-70, and second, the 11 vear period 1960-70. Estimating equations with the
best fit resulted from the use of the most recent 11 year period data. Since the

VVVVV current Federal Marketing Order NO. 959, as amended, TEXAS ONIONS, was initiated
in 1961, it is surmised that the Federal Marketing Order may have been influentinl

— in creating a more orderly marketing emvironment.

Economic theory dictates that the price of commodities are inversely
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related to the quantity supplyed with all other factors remaining equal. For
example, when the quantity of U. §. dry onlons increases, price declines. It is
also recognized that as U. 5. population increases, demand for food increases.
From the view point of economic theory, this is referred to as a shift in the de-~
mand schedule. However, in the following analysis we are interested in the ex-
tent of the effect that northern storage stocks and South Texas supply has on sea-
sonal average F.0,B. price of South Texas onions. In order to account for popula-
tion changes, the northern stocks and South Texas supply were both measured on a
per capita basis.

Demand for some foods are responsive to income levels, i.e. as per
capita income Increases, consumption of the preferred foods increases while con—
sumption of other foods decline. The foods declining in consumption when in-
come levels increases are referred to as inferior foods. Turnips are referred
to as an inferior food as per capita consumption of turnips is declining as in-
come levels increase. As was noted in the previous section, U. S. per capita
consumption of dry onions has remained stable over the past 25 years, however,
per capita income increased during this same time period. This places onicns
in an unique position as they can be classified neither as a preferred nor an
inferior food.

In this study the change in income levels had no significant statie-
tical influence on the annual average F.0.B. price of South Texas dry onions.
This means that the continuocus increasing income levels in U. $. during the 11

year period 1960~70 had no significant statistical effect on the annual average

F.0.B. price of South Texas onions.

The two significant statistical variables found that were asscciated
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with the annual F.0.B. price variation for South Texas onions are as follows:
1. Per capita supply of January storage stocks
2. Per capita supply of South Texas onions
The raw data used in the development of the mathematical statistical

"* estimating equations are presented in Appendix VII, Tables A and B.

Multiple Linear Regression Egtimating Equations: The explicit functional re-

lationship used in the development of the statistical model was as follows:

Y =f {Xl9 Lys X3)

Where:

<
]

Actual annual average F.0.B. price of South Texas onions

Kl = January dry onion storage stocks

oo
i

= South Texas dry onion supply {(production)

]
]

U. §. population

Interpretation of this functional relationship is that the actual
annual average F.0.B. price of Scuth Texas dry onions depends upon the supply
of January storage stocks, supply of South Texas dry onions, and the U. S. pop-

ulation.

Logarithmic Fguation: The statistical model is as follows:

Y = a(bel)(xzbz) + u
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Where:
Y = Actual annual average F.0.B. price per cwt for South Texas
onions
a = Level of the regression eguation at the Y intercept
bl = Represents the influence of January storage stocks on Scuth

Texas price

%, = Per capita supply of January 1 storage stocks

1

bZ = Represents the influence of South Texas dry onion supply on
South Texas annual price
X, = Per capita supply of South Texas onions
u = Stochastic disturbance term
The best fit multiple regression estimating equation was found by trans-
forming the raw data into Common or Briggs logarithms which provided a linear e~
quation in logarithms for the best fit estimating equation.

The resulting transformed statistical model is as follows:

log Y = log a + bl (log xl) + b2 (log xz) +u

Estimated Parameters: The estimated logarithmic parameters for the statistical

estimating equation are as follows:(t values of the regression coefficients are

shown in parenthesis).

log ¥ = 1.7792152 ~ 2,2229578 (log Xl) ~ 1.5126023 {log xz)
{7.45) £10.24)

=2
R%= .92
. - . : =2
The adjusted coefficient of determination (R7) was .92. Interpreta-
tion of this statistie is that 92 percent of the variation in the seasonal aver-

age F.0.B. price of touth Teras ovnions was associated with the variation in pex
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capita supply of January storage stocks and the per copita supply of South Tex~
as onlons. The amount of unexplained variation in the seasonal annual average

F.0.B. price of South Texas onion was § percent {14§2).

Partial Price~Flexibilities: Multiple regrecsion estimating equations with raw

data transformed into common logarithms are useful for estimating partial price~

flexibilities. TFor example, the bl coefficient (2.2229678) interpretation is

that for a one percent change in January per capita storage stocks of dry onions,

rthe annual average F.0.B. price for South Texas dry onions will change about 2.22
) percent in the opposite direction with South Texas supply remaining constant.

Likewise the interpretation of the b, coefficient {(1.5126083) is that for a one

2

percent change in per capita South Texas supply, the annual average ¥.0.B. price
for South Texas onions will change about 1.31 percent in the opposite direction,
with January storage stocks remaining constant.

Partial Price Elasticity of Demand: The reciprocals of b,; and b,, coeffic-

1 2

ients provide the price elasticity of demand estimates (Ep) over the entire

range of the data. Price elasticities of demand are as follows:

Ep for b

#
o
il
§
2
e
N
N
(X
o
-~
&2
#
'
o
o
[

1 "1
Ep for b, = ~1.5126083 = -0.66

When the price elasticity of demand is less than -1.0 the demand is
- referred to as heing inelastic. Consequently this places both partial price
elasticities of demand for storage stocks and for South Texaszupply in the in-

elastic range.
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Price elasticity of demand is the percentage change in quantity de=-
manded associated with a one percent change in price, with other things remain-
ing equal.

Demand for most farm nroducts is highly inelastic. This means that
a one percent change in price is associsted with a much smaller percentage change
in quantity in the opposite divecticn. TFor example, F.0.B. price elasticity of
demand for South Texas dry onions is about -0.66. This means that a one percent
increase in price of South Texas dry onions is associated with about -0.66 per-
cent decrease in quantity. Since price elasticity of demand for South Texas dry
onions is inelastic, an increase in quantity produced results in a decrease in
total revenue or gross income at the F.0.B. level. Therefore increased total

revenue at the F.0.B. level would be associated with a decrease in supply.

First Difference Analysis: The second statistical estimating equation with a

good fit was a multiple regression linear equation using first differences of
the natural data. Although the fit is not as good as the previous logarithmic
equation, it does have the advantage of ueing actual data. TIn this equation
the annual average F.O,B. price of South Texas dry onions is in terms of real
price often referred to as the deflated price. The real price is easily ad-~
justed to actual price by using the consumer price indew. (Appendix VII, Tsbie

A).

The statistical model is as follows:
= 1
AYR_ a + by (Axl) + b2 (sz) + a

Where:

AYR = Chznge in the annual average TF.0.B. real price of South Texas

1t

Level of the reecression cguation at the Y intercapt

*2
fi

Cosffirient vepresenting the influence January storage

shovks on South Tewxes counieon price.
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bx, = Change in January storage stocks measured in units of 1000 cwt.

b, = Coefficient representing the influence of South Texas supply
on price of South Texas onious.

Ax, = Change in South Texas dvy onion supply measured in units of
1000 cwt

u = Stochastic disturbanze torm.

Estimated Parameters: The estimated parameters for this equation using 11 years

of data 1960-70 are as follows: (¢ values of the partial regression coefficient
as shown in parenthesis).

AYR = -0,12128246 ~ 0.0015157392 (Axl) ~ 0.0024564071 (sz)
(4.05) (8.41)

= .89

This equation estimates the changes in the annual average F.0.B. real
price per cwt associated with the changes in January storage stocks and the
South Texas supply measured in units of 100 cwt.

This equation has an adjusted coefficient of determination CEZ) of
89 percent. This means that 89 percent of the annual changes in the F.0.B.
real price of South Texas onions is associsted with the annual changes in sup-
ply of January storage stocks and in South Texas supply measured in units of
1000 cwt. The unexplained variatisn in the difference of South Texas price
is 11 percent.

Two years of data are required to utilize this equation, fi.e. lash
years supply and price, and this years supply. With this data, the change in
this years annual average F.0.B. real price may be forecasted.

The bl coefficient (0.00151573%2) reveals that for each 1000 cwt
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chengs in January storage stocks, the change in F.0.B. real price for Seuth
Texas onions 1is about $0.001l5 per cwt in the opposite direction. TFor example,
a 10,000 cwt change in January storsge ctocks is assoclated with sbout a $0.015
change in South Texas real price per cwt in the opposite direction, with South

Texas supply remaining constant. The b, coeificient (0.0024564071) indicates

2
that 2 change of 1000 cwt in South Texas supply is azsociated with a $06.0025
change in South Texas F¥.0.B. price per cwt in the opposite direction with Jan-
uary storage stocks held constant. This means that for a 10,000 cwt increase
in South Texas supply, South Texas F.0.B. real price will change about $0.025
per cwt in the opposite direction, with other things equal.

The first difference estimating equation indicates that a given ab-

golute change in South Texas supply had more influence on South Texas real

F.0.B. price per cwt than the same absolute change in January storage stocks.

CRITERIA FOR ORDERLY MARKETING

Necessary Changes: Marketing South Texas dry onions in an orderly manner will

necessitate major changes on the gelling side of the current F.0.B. market
structure. The necessary changes are as follows:
1. Eliminate needless price cutting 2mong sellers of South Texas
dry oniong at the F.0.B. level.
2. Stabilize daily or very chort run, F.0.B. price among sellers of
South Texas onionaz.
3. Comtrol weckly rate of flow to market of South Texes dry onicas
at the F.C.B. level during the short period when supply exceeds

demand at a reasonrcble price level.
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4. Provide an equity adjustment in the weekly rate of flow to mar-
ket control mechanism by permitting the Laredo, Winter Garden and
,,,,, Coastal Bend sub-production areas to ship a larger percentage of
their base allotments during the period when supply of South
- Texas dry onions exceed demand at a reasonable price level.
5. Make available to all growers and shippers of South Texas dry
onions the best and most complete market information available.
6. Provide instantaneous communication among all shippers of South
Texas dry onions.

- 7. Provide for orderly distribution of South Texas dry onions a-

mong the various U. S. sub-markets.

Organizational Elements Required: The above objectives may be satisfied by

crganizing to provide the following five marketing services. These are indi-
— cated from the experience of coordinated marketing programs in both Florida and
California which were researched for this report.

1. A market information center for the South Texas dry onion in-
dustry.

2. An instantaneous communication system among the South Texas

- dry onion shippers during the growing, harvesting and market-
ing period.

3. A positive weekly rate of flow to market control mechanism to
be utilized only during the short period when supply exceeds
demand at a reasonable price level.

. 4. A surplus utilization or diversion program and policy to be em~
ployed in removing excess supplies of Texas dry onions from the

U. 5. market when supply exceeds demand at a reasonable price
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level.

A South Texas onion exchange to establish minimum pricing and

terms of trade.

Marketing services 1, 2, 3 and 4 are necessary in order to enable the

proposed South Texas Dry Onion Exchange to operate effectively.

This program appears applicable in the marketing of South Texas oniouns.

Therefore the aspects are considered in detail from that viewpoint.

Market Information Center: The function of a Market Information Center is

to provide all South Texas dry onion growers and shippers the best information

possible pertaining to supply and demand of U. S. dry onions. Complete market in-

formation is necessary for proper decision making in the orderly marlketing

of South Texas dry onions. The Market Information Center may be organized

within the current South Texas Onion Committee's office to perform the follow-

ing five activities.

1.

Field repgistration: The procurement of the expected weekly sup-

ply estimates of South Texas dry onions starts at the time of
planting. This activity may be included under the current South
Texas Marketing Order. Statistical information on number of a-
cres planted, time of planting, variety, location of fields and
owners may be collected at time of planting. During the period
after planting, periodic reports on crop development and growth,
estimated yield and expected harvest dates would be published

and provided to all growers and shippers in the South Texas Onion
Industry. With the above information, both weekly and long run

supply quantities may be estimated which provide the necessary basic
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information needed for the development of marketing strategy.

U. S, Shipping Information: Detailed shipping information for

the U, 8. is available from the U. S. Department of Agriculture,
Market News Service. The cost of the U. S. Department of Agri-
culture's leased wire service is currently $100.00 per month

plus mileage line cost from the nearest market news office at

the rate of $1.56 per mile per month. This system provides daily
and weekly shipments statistics, daily and weekly 41 citrus unload
data, daily and weekly 16 citrus trade data, weather, and a weekly
shipment forecast by production areas for all commercial fresh
vegetables.

Digsseminaticn of Market Information: Summarizing all of the

available market information on a weekly basis and promptly send-
ing to all growers and shippers of South Texas dry onions, the
South Texas Dry Onicn Industry would be provided with the best
and most complete market information available.

Dissemination of Shipping Information: Keeping all shippers in-

formed with the latest market information during the South Texas
dry onion shipping season is not only a formidable but a necessary
task., Each shipper must be provided with the same market infor~
mation at the same point in time that it is provided to all other
shippers. This will eliminate any undue advantages of one shippey
over any other shipper. During the shipping season, the Market In-
formation Center need be in daily contact with all shippers. A
closed circuit telephone communication system may be used to ac-
complish this activity and will be discussed in a later section

in more detail.
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5. Collect and Disseminate Expected Shipments: During the shipping

period for South Texas dry onions, one of the necessary functions
for complete market information is to collect from shippers their
estimates on the next days expected shipments and distribution
points. After collecting the expected future shipmeuts, the
data would be summarized and disseminated to all shippers by uti-

lizing the closed circuit communication system.

Instantaneous Communication System: Instantanecus communication among var=-

ious geographic points was developed by the Defense Department during the time
misel bases were established throughout the U. S. and other countries. This
technology was later adapted and utilized by the civilian sector and is often
referred to as the SS-1 system of communications. The SS-1 system is a closed
circuit telephone circult connecting a maximum of 81 geographic points.

The closed circuit communication system is now available to all
South Texas onion shippers through the Bell Telephone System on a monthly
leased basis. A suggested layout for a closed circuit telephone system in-
compassing all South Texas dry onion shippers for the 1970 marketing season
is presented in Figure 4. The employment of a closed circuit telephone system
requires the installation of a separate telephone in each shipper’s sales of~
fice, often referred to as the "hot line". By dialing a two digit number by
the South Texas Onion Central Office, all telephones on the closed circuit ring
simultaneocusly without going through the conventional switchboards. After the
market information is presented and all questions answered, each shipper signs
off in sequence by giving the central office his code number. Shippers not

signing off may be contacted later by the central office, or the shipper may
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dial into the central office and listen to the recording. The closed circuit
telephone system is versatile and may also be designed for inter-shipper com-
munication,

The South Texas onion shippers are situated over a large geographic
area. A closed cilrcuit telephone system would enable the entire board of di-
rectors to conduct a meeting without anyone of them leaving his own office. Sub-
committee members would be able to communicate with each other directly thus e-
liminating travel time and other related costs.

Instantaneous communications among decision makers situated within
a large geographic area 13 a necessary condition for the successful operation
of a centxral sales office., There is no substitute.

The Florida celery and sweet corn industries experience with the
closed circuit communication systems found it advisable to preschedule a given
time each day shippers may expect a call on the hot line, i.e. 8:05 A.M. each
morning. With this prearranged schedule, shippers are able to schedule their
time so that they are close to the hot line each morning at this time. Should
a shipper not be available at this prearranged time, he may dial a coded number

and reach a recording of the meeting in the central office, as soon as his time

permits.

Weekly Rate of Flow to Market: The purpose of a weekly rate of flow to mar-

ket quantity control for South Texas onions is to provide an orderly flow of onion:

toc the U. 8. sub-markets during the period when supply exceeds demand at a satis-—
factory price level. The need for a weekly rate of flow to market quantity con-
trol is required only during a short period at the peak of the South Texas onion

harvest to prevent excess supplies from demoralizing the market price.
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The first prerequisite for a positive rate of flow to market quantity
control is to establish a base index for each shipper typically based on pre=~
vious experience. Using the market information generated by the Market Infor-
mation Center, gquantity control of the rate of flow to market of South Texas
dry onions needs to be implemented just prior to the time of market saturation
at a predetermined minimum F.0.B. price in order to prevent the F.0.B. price from
declining to a relatively low level. The F.0.B. price level will decline very
quickly at this point in time and when it reaches a low price level it becomes
very sticky and slow to increase. Some have stated that price follows the law
of gravity ~ it comes down easily but it is difficult to raise. The Florida
celery and sweet corn industries have found that a small decision making com-
mittee composed of knowledgeable shippers are able to administer this program very
gsatisfactorily. The quanity rate of flow to market program needs be flexible
in order to meet the needs of market manasgement and it need be used only when
necessary to maintain orderly marketing and to keep the F.0.B. price from de-
clining to a low level.

As the first South Texas dried onions are harvested in the Rio Grande
Valley, and as the Valley produces the major share of the South Texas supply,
market gaturation usually occurs prior te the time the Laredo, Winter Garden
and Coastal Bend production areas reach heavy production. An equity adjust-
ment is recommended to be incorporated into the shipping base index allowing
for the Laredo, Winter Garden and Coastal Bend areas to ship a larger percen-
tage of their base index during the controlled rate of flow to market period.

The South Texas Onion Committes now has a provision in the current
Federal Marketing Order to indirectly control weekly quantity flowing to mar-

ket by controlling packing hours. Although this indirect control has been help-
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ful, a more sensitive method is needed in order to provide a positive control.

The Agricultural Marketing Agreement Act of 1937 and its subsequent
amendments provide three (3) means by which the weekly rate of flow to market
for oniong may be regulated. Briefly they are as follows:

1. Under section 608C subsection 6a supply allocation may be accomp=
lished through handlers.

2. Under section 608C subsection 6b supply allocation may be accomp-
lished through handlers regulated by grower quantity queotas.

3. TUnder section 608C subsection 6¢ supply allocation may be alloca-
ted through handlers based on handlers' supply history, current
supply or both.

A detailed discussion of the various alternatives available under

the Agricultural Marketing Agreement Act of 1937 is limited due to the scope
of this report. Each industry may select the alternative that best fits its

particular commodity.

Surplus Utilization Program: When a quantity rate of flow to market con-

trol is utilized, the question of surplus supply becomes pertinent. There are
six alternative choices of action that may be taken by the South Texas Onion Ip-
dustry or surplus utilization. Each will be discussed separately as follows:

Leave Surplus in Field: This course of action has been recommended

by a few South Texas growers and shippers, however, this alternative does not
meet with the approval of many. The proponents of this alternative argue that
by keeping the price from declining to a low level, growers and shippers will

be better off by leaving the surplus in the field. Since the growing cost of



South Texas onions represents from 25«30 parcent of the F.0.B. breakeven price,
iosses may best be minimized by not investing in the harvesting, packing and
gselling costs when market is gluted. Although this argument has economic vali-
dity, most growers and shippers want to harvest and ship thelr crop when it is
ready to harvest. Therefore it may be a formidable task to obtain the major
concensus of growers and shippers to follow this course of action in accordance
with some pre-arranged equitable plan.

Export Surplus: This<idternative has the approval of many growers

and shippers of South Texas dry onions: however, there are major constraints
in this alternative. First, a successful export plan needs to be a continuous
year to year activity. Once a distribution channel to a foreign market is de-
veloped, annual shipments are necessary in order to maintain the working rela-
tionship with the importer. The second constraint is the ability of the South
Texas dry onions to maintain condition while being shipped overseas. Due to the
time period required for the transfer of the South Texas dry onions to an Ruro-
pean or other foreign market, only the best quality dried onions may be success-
fully exported. Previous experience has revealed that the quality of South
Texas onions is not always suitable for exporting due to unfavorable weather
conditions prior to and during harvest.

Individual countries importing dry onions from U. S. for the 10
year period 1959~60 to 1968-6C are presented in Table 39 and individual
countries exporting dry onions to U. S. are tabulated in Table 40 for the
same time period. This 10 year import-export data is summarized in Table 41.
The 10 year 1959-60 to 1968-69 computed linear regression trend lines are pre-

sented in Table 42 for the same time period. U. S. imports of dry onions av-
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U, §, Annual Cnion Exports by Importing Countries
10 Year Period 1959~60 to 1968-69

(1000 Ibs. )

1959-60 1960=81 1961-62 1962-63 1963-64 1964~65 1965-66 1966-697 1967768 1968~69
Canada 517, 543 49, 681 59,487 53,459 48,531 58,770 65,750 108, 000 99,029 99, 549
United Kingdom - 18, 519 6,049 24, 072 1,118 19, 345 10,731 20,762 1,062 7,059
Jamaica 5,720 4,718 4,193 5,004 4,643 4,885 7,272 4,823 4,810 4,087
Netherlands - 8, 806 491 20, 529 888 2,435 47 9, 526 - 2,488
Cuba 28,138 15,212 - - - - - - - -
Panama 6, 280 4,143 4,019 4,456 6,225 4,763 6,619 2, 951 2,192 1,527
Japan - - 10 4, 660 15, 554 2, 901 3,223 2, 846 6,879 -
Deminican Republic 2,608 1,687 2,479 3,632 8,240 4,022 5,295 2,610 411 721
Mexico 7,956 762 1,220 1,308 2,545 1,481 924 2, 0817 2,514 1,741
Norway - - - 18,790 125 433 195 1,226 - -
Bahamas 955 997 1,099 1,203 992 1,501 2,458 1,300 1,429 1,247
Germany ~ W - 1, 947 44 6,136 17 1,024 1,496 2,077 - 259
France - - 814 - 55 295 76 9,526 - 5
Neth, Antilles 812 845 790 701 1,083 1,123 1,399 1,083 1,014 1,837
B, W, Pacific Islands 1,018 931 485 1,095 240 949 2,120 284 1,312 608
Sweden - - - 2,172 801 977 1,112 1,951 446 -
Fr. Pacific Islands 127 520 490 586 499 798 993 976 941 481
Barbados 969 320 430 1,063 143 735 499 1,300 15 451
British Honduras 149 499 581 603 754 818 743 702 432 522
Fernal - - - 5,476 - - - - - -
Ireland - 100 641 729 231 1, 057 452 1,818 - -
leeward & Windard 58 78 158 3176 382 515 811 954 552 555
Biizish Guiana 674 467 166 452 105 528 764 - - -
Lenmark - - - 2,150 4 . 72 419 - 273
Surinam 82 125 45 220 410 410 621 804 110 49
Guyena - - - - - - - 1,638 283 222
New Zealand 1,418 817 75 93 30 45 124 26 71 30
Venezuela 130 - 50 - 8 28 152 15 - 1,871
Przmunda 104 185 80 117 341 171 292 234 216 79
Fr. W. Indies 104 - - 171 260 479 474 T4 42 182
liapseitnampo Islands - - - 25 318 25 469 301 523 -

uggm

{Continued)
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1959=60 1960-61 1961-62 1962~-63 1963-64 1864-65 1965~66 1966~67 1967-68 1968-69
Switzerland - 750 - 919 - 38 - - - 50
Trinidad & Tobago 3,277 660 1,275 2,690 1,659 1,624 1,067 2,162 1,408 491
Haiti 352 184 141 83 119 i85 194 185 5 62
Australia 107 519 18 10 - 300 334 - 184 -
Rumania - - - - - = - - - 1,462
Finland - - - 208 - - - 638 - -
El Salvador 275 565 - - - - - - - -
Belgium - Lux - - - - - - - 297 - 370
Honduras - 35 156 139 B85 34 129 13 i5 38
Belgivm - - 608 - - - - - - -
Costa Rica 45 250 - 202 440 25 - 36 - -
Belgium - - - 391 - 150 - - - -
Canal Zone 139 180 178 41 - - - - - ~
Hong Kong 617 - 617 30 15 - 50 195 50 32
Colombia - 5] 10 28 138 154 35 22 10 7
Terr. Pacific Island 23 41 56 47 34 20 32 79 - -
Iceland ~ - 65 - - - 130 - - -
Thailand - - - - - - 20 49 - 105
Brazil - - - - - - - 100 - 69
Trust Pacific Islands - - - - - - - - 39 90
Union South Africa 1 - - - - - - ~ 98 -
Liberia - 7 43 34 - g - 2 2 -
Jordan - 40 - - - - - - - -
Somali Republic - - - - - - - 35 - -
Saudi Arabia - - 5 - 18 - - i1 - -
Lebanon - - 18 - - - - - - 12
Sierra leone - - - - - - - 30 - -
Miguelou - - - - - - 7 7 13 -
Iialy - - - - - - - 26 - -
Guatemala - v - ~ - - i0 15 - -
Nicaragua - 9 - § - - 1 3 - -
Kuwait - - - - - - 15 - - -
Chile - 15 - - - 14 - - - -

LIPS SO
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1959-60 1860-61 1961-62 1962-63 1963-64 1964-65 1965-66 1966-67 1567~-68 1968~€9
Austria - - - - - 14 - - - -
Iyaizmals - 12 - - - - - - - -
Libya - - - - - - - - - 8
Iraq - - - - - - 5 - - -
U. W, Africa - - - 2 - - - - - -
Other 1,252 - - - - - - - - -
Euzopey - 28,181 9,409 - 3,245 25,854 14,390 17,379 1,534 11,4066
Carlots?..f 3,009 2,799 2,183 3,681 2,416 2,829 2,930 4,361 3,158 8,187
Total Quantity 120,380 111, 960 87,331 147,287 96, 625 113,141 137,197 174,435 126,319 127,815
Total Value 3,687,867 4,091,859 4,835,800 6,236,430 4,010,181 5,229,961 5,451,375 7,608,980 6,190,852 5,758,669

Note: Each year stazis October 1 and continues through September 80,

Y/ Eurcpe = Summation of all export shipments to European countries

2/ Carlot = 40,000 Ibs

Source: U, §. Departiment of Agriculture, Foreign Agriculiwral Sexvice, Waskington, D, C, 20250



TABILE 40

U.S. ANNUAL ONION IMPORTS BY EXPORTING COUNTRIES
10 YEAR PERIOD 1959-60 TO 1968-69
(1,000 LBS)

1969-60 1960-61 1961~62 1962-83 1963~64 1564-65 1565-66 1566~61 196768 1978-G2

Argentina 5.5 — — —_— —_— — —
Austalia 30,0
Austiia — 3.3
Bolgium-Lux 4.5 14,5 17.9 3.5 29.4 14,2 59,2 20,7 132.4 i4.0
Bermuda 2.5 e
Canada 15,9 10L,6 268.6 194,1 34,8 53,9 158,17 106.3 1,270,0 2,701
Chili 8,283.0 8,640, 6 22, 000, 4 2,748.4 5,363, 2,427.9 4,006,6 6,792, 6 13,365, 6 4241
Ccota Rica 3.0 R
Crechoeslovakia 125,90 R I
Dominican Republic o e _— 62.3 Gy
Ecuador — e 15.0 R
France 33,0 3.3 6.6 5.6 o 132.9 145 808
Haiti — 3.2 5.5 5,5 4,8 o 3.6 —— e
Israel 22.58 . . R —— I
Itady 4,846, 9 6,408.9 8,403.5 5,019.7 3,902, 8 5,554, 4 5,022,1 4,128.4 4,030,4 £.22%,5
Japan 2.9 1.5 R R N
Moraceo —_— 5,3 — . 2.9 ——
Mexico 14,403, 8 28,815.2 43, 201.2 29, 452, 8 38, 565, 2 36, 524, 44, 142, 3 44, 545, 9 10, 527.5
Netherlands 88.2 71,1 65,4 304, 4 153, 4 500, 2 682,71 313,585
Mew Zealand — 346,0 1,652,3 257, 9 1,076.5 4085, 2 264, 2 470, 3 507.4
C, W, Africa 6.2 R
Peru 75.0 T -__....,._
Spain 41,6 297.7 278, 6 173,0 248.0 - R
Unlted Kingdom - —
Tozal quantity 28,000, 7 44,707, 5 75, 924. 1 37,892.5 49, 536, 8 45, 145,17 54,234,1 56,854, 5 90,223.8 83,184, 8

Value 31,496,444 2 G589, 817 $4, 007,433 52,027,791 $2,099,381 $2, 4901, 180 $3,289, 497 $3, 886,552 $5,1€2,509 §3, 7150, 039
NOTE; Each yeer siarts October 1 and continues theough September 30,

SOUECE: U, 8. Deparmment of Agriculitre, Forolgn Agricultsral Sexvice, Washington DG, 20220
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TABLE 41

FRESH DRY ONIONS IMPORTED AND EXPORTED BY UNITED STATES,

10 YEAR PERIOD 1959~40 TO 1968«69

Innorts Exnorts Difference
Seascn 1000 Lbs 1600 Lbs 1000 Lbs
1959-60 28,000,7 120,379.8 93,379.1
1960~61 44,707,5 111,959,8 67,252,3
1961-562 75,924,7 87,330.8 11,406,1
1962-63 37,982,.5 147,236,5 109,254.,0
1963=64 49,536,8 96,624,7 47,087.9
1964=65 45,145,7 113,147.1 68,0014
1965«66 54,2341 117,196.9 62,962,8
1966~67 56,894,5 174,435,3 117,540.8
196768 50,233.5 126,318.5 36,085,0
1968-69 53,181.8 127,875.4 74,693.6
Total 535,841.8 1,222,504,.8 686,663.0
Source; 39 end 40
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TABLE 42

COMPUTED LINFAR REGRESSION TRENDS FOR DRY ONIONS IMPORTED AND EXPORIED BY U.S.
10 YEAR PERIOD 1959-60 TO 1968-69

Variable a b ¥ R2

1000 1bs 1000 lbs 1000 1bs
U,35. Dry Onion Imports 37,100,0 2,997.1 53,584,2 0253
U.S. Dry Onion Exports 104,587,2 3,211,5 122,250,5 o L54
Difference 67,487.2 2:b444 68,666,3 .000

Note: Model Y = a + bx

Where:
Y = Dependent variable
a = Level of linear regression trend line at Y intercept
b = Slope of linear regression trend line
Y = Mean of linear regression trend line
RZ2 = Coefficient of determination

Eource: Computed from data in Table 41
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eraged about 54.6 million pounds annually. Imports increased at the annual
average rate of almost 3.0 million pounds. U. 5. dry onion exports in the
same period averaged about 122,3 million pounds per year, more than double
the imports. Annual zverage rate of export increase was 3,2 million pounds,
a little higher than the import rate.

During the 10 year period 195920 to 1968-69, the U. S. net balance
of exports over imports zveraged about 68.7 million pounds annually. Average
annual rate of net gain was 214,000 pounds.

The countries importing U. 8. dry oniong for the 10 year period 1959~
60 to 19568~69 are arrayed in Table 43 in pounds imported and percent of total
U. S. exports. Canada imported the largest quantity representing 57.24 per-
cent of the total. United Kingdom was second, with 8.8 percent. Canada and
the United Kingdom combined received about two thirds of all U. S. onion ex-
ports.,

The six European countries consisting of France, Federal Republic of
Germany, Belgium~Luzemburg Economic Union (B.L.E.U.), Retherlands, United King-
dom and Sweden have a total population of about 204 million which is about equal
to the 1970 U. 8. population, Table 44. The average per capita consumption of
dry onions within these six countries range from a low of 6.6 pounds in the
Netherlands to a high of 11.9 in France with an average of 9.7 pounds. During
1971 it is estimated that 60.7 perzent of the 609,600 tons required will be dm-
ported.

The porential for expeorting additional U. S. dry onions needs to be

wamined and evaluated in detail. Such a study would encompass an entire

market research activity.
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TABLE 43

AGGREGATE U, S, DRY ONION EXPORTS BY IMPORTING COUNIRIES
FOR 10 YEAR FERICD 1959-60 to 1968=69

Percent of

Countyy Total Exports Total U, S. Exports
(1000 1bs)
Canada 699,799 57.24
United Kingdom 107,677 08.80
Jamaica 50,136 04,10
Netherlands 45,210 03.569
Cuba 43,350 03,54
Panama 43,175 03.53
Japan 36,073 02,95
Dominican Republic 31,766 02,50
Mexico 22,538 01.84
Norway 20,769 01.69
Bahamas 13,271 01,08
Germany = W 12,991 01.06
France 10,571 06,86
Neth, Antilles 10,137 0,82
By, W. Pacific Islands 9,040 00.73
Sweden 7,459 00,61
Fr, Pacific Islands 6,367 00,52
Barbados 5,925 00,48
British Honduras 5,798 00,47
israel 5,476 00.44
Ireland 5,034 00.41
Leeward & Windard & 449 04,36
British Guiana 3,156 00.25
Detmavic 2,918 006,23
Surinam 2,867 00.23
Guvana 2,143 00.17
New Zealand 1,997 00.16
Venezuela 1,554 00,15
Bermuda 1,799 00,14
Fr. W, Inddies 1,786 00,14
Naugeitnampo Islands 1,761 00,14
Switzerland 1,757 00.14
Trinidad & Tobago 1,631 00,13
Haiti 1,580 00,12
Augtralia 1472 00,12
Rumania 1,462 00.11
Finland 846 00,06
El Salvador 840 00,06
Beigivm - Lux 667 00,05
FRonduras 615 60,05
Belgium 608 00,04
Costa Rica 598 00,04
Belgium 541 00.04

~ 2ol amya st
{Tonbicned
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TABLE 43
(Continued)

Country

Total Exports

Percent of
Total U, 5. Exports

Canal Zone

Hong Kong

Colombia

Terr, Pacific Islands
Iceland

Thailand

Brazil

Trust Pacific Islands
Union South Africa
Liberia

Jordan

Somali Republic
Saudi Arabia
Lebanon

Sierra Leone
Miguelou

Italy

Guatemala
Nicaragua

Ruwait

Chile

Austria

Lvatemals

Libya

Iraq

U, W. Africa

(1000 1bs)

538
506
409
332
195
174
169
127
99
96
40
35
34
30
30
27
26
25
24
15
15
14
12
8

5
2

00,04
00,04
00,03
00.02
00,01
00,01
00,01
00,01
00,00
00,00
00,00
00,00
00,00
00.00
00,00
00,00
00.00
00,00
00,00
00.00
00,00
00,00
00.00
00.00
00,00
00,00

Source: ‘Table 39
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Population, Cormsumpiion and Llmports of Dryv Onicas of

1971 Esiim:

Six European Countries

Per Nk Percent

Total

1971 Import

Countio Consumption Imported Requirement
Lbs. Percent 10490 Tons
France 11,8 1.2 20 27,1
FoRL femany 8.1 J23,8 9% 291.3
o7
Bl B U a5, .5 12,1 35 8
i s i 11,8 13,8 33 6.1
tnired kingdom 2064 11,6 251, 5 95 231,53
Sweden 30,4 7.7 P76 59 18,8
e i 4 ma F TP I s I ) o =9/ e +
Foral and Average 204, 031 95,4 505, 4% 80,52/ 609,86

ab data in o Hous and

3 converted into shorr wns and pounds,
fetrie ton - 1,1023113 short wns

1 kKilograra ~ 2,200 1bs,

weer internation

1908 pp iu
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Export Pool: Under subsections 6d and 6e of section 608C of the Ag-
ricultural Marketing Act, an export pool of dry onions may be established and
shipped by the industry with each shipper contributing a quota to the pool.
Also under the marketing order, a fixed fee per 50 1b bag of dry onions ship~
ped on domestic markets may be collected and placed in a reserve pool. This

pool could be used to equalize the returns of dry onions exported.

Expand Processing Demand: Some fair and ordinary quality South
Texas dry onions are now shipped to processors. Although precise data are not
available on the quantity of shipments, a few shippers report that their ship~
ments are steadily increasing each year. The primary utilization of the South
Texas dry onion for processing is for onion rings. A potential market for
diced fresh onions now exists among the hotel and restaurant trade. At the
present time, technology is not available to maintain diced fresh South Texas
onions in a satisfactory condition for the required time period between dicing
and consumption. However, food technologists feel confident that technology
could be developed with a minimum of capital outlay for research. For example,
fresh U. 8. per capita consumption of potatces declined from almost 200 pounds
in 1910 to a little greater than 100 in 1950. Since 1950, potato processing
technology has been developed and adapted with the net result of an annual av-
erage increase of 0.4 pounds per capita during the past 20 years. It is hypo~-
thesized that diced fresh onion technology would have the same net effect on
dry onion consumption. Technology for diced fresh South Texas dry onions would
enable the industry to offer the consumer sweet and mild omions over a much great-
er time period compared to the current two to three month period.

Developing processing technology for South Texas onions now offers the
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greatest opportunity to the industry, not only for surplus utilization, but pri=-
marily as an alternative mavketing outlet which would expand total demand, for-

eign and domestic, for South Texas onions.

Scheduled Planting: During April the peak of the South Texas dry

onion harvest is reached and often there is a short period of time when the
weekly rate of flow to market exceeds total U. S. weekly demand. For ex-
ample, the total South Texas dry onion shipments for the week of April 25,
1970, exceeded 1200 carlot equivalents Fig. 3, With a national population of
204 million consuming dry onions at the average annual rate of 11.5 1bs per
capita, average weekly U. S. consumption was about 1128 carlot equivalents.
Previous experience in the Valley indicates that once the shipments exceed
200 carlot equivalents, the market qucikly becomes demoralized.

According to horticulturists stationed at the Texas Agricultural Ex-—
periment Station, Weslaco, Texas, scheduled plantings of dry oniens in the
South Texas production area would have a considerable influence on leveling
out the peak supply period. The South Texas planting period normally starts Sep~
tember 15 and extends to December 15, with most of the plantings being seeded
from October 15 to November 15. Information obtained from the proposed Mar-
ket Information Center through field registration data may be used as a basis
for determining when weekly total plantings reached a critical level. By keep-
ing all growers and shippers informed, planting date adjustments could be made
on a voluntary basis.

Short Time Storage: The current typical harvest operation consists

of hand harvesting dry onions and placing them in burlap bags weighing about

55 1bs each. Fresh harvested dry onicns remain in the fields in the burlap
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bags for drying a few days after harvest prior to packing. This is the only
major storage period for South Texas dry onioms. Once the dry onions are haul-
ed from the fields, they are graded, sized, packed and shipped to market in a
relatively continuous flow.

Some large batch mechanical driers have recently been installed by
shippers. Mechanical batch driers may be utilized to a limited extent to re-
gulate the flow to market. Once the onions are placed in bulk storage the
risk of crop loss by rain is eliminated. However, the quantity of South Texas
dry onions that may be currently stored in bulk drying bins is not presently

significant.

Organizational Foremat for a South Texas Onion Exchange: All regulations and

activities such as the proposed market information center, grade, size, qual-
ity, size of containers, weekly quantity control for rate of flow to market,
surplus utilization program and instantaneous communications systems among ship-
pers may be administered under the current South Texas Onion Federal Marketing
Order. At the current time (1970) the South Texas Onion Federal Marketing Or-
der may not be used directly to regulate the weekly quantity rate of flow to
market or for a surplus utilization program. The current South Texas Market-
ing Order provides for an indirect control of weekly quantity flow by control-
ling packing house hours which has controlled the weekly rate of flow to market
to a limited degree. A more positive quantity control is needed to bring about
an orderly weekly flow of onions to market which may be accomplished by amending
the current South Texas Onion Federal Marketing Order. Any activity related to

minimum F.O0.B. pricing is not permitted by law under the South Texas Onion Mar-
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keting Order as it is a violation of the Sherman Anti-Trust Act.

Under the Capper-Volstead Act growers may organize a cooperative mar-
keting association through which minimunm prices may be established. This is ac-
complished by means of growers contracts which provide for the transferring of
complete marketing control and title of their onions to the cooperative market-
ing association here-~in-after referred to as the South Texas Onion Exchange.
The Exchange would have sole marketing rights and control over members onions.
This arrangement permits discussion of pricing information without being in
violation of the anti-trust laws. The Exchange, in order to market the mem-
bers onions, sign handlers contracts with existing and throughly experienced
onion shipping firms. These shipping firms would be made authorized sales a-
gents for the Exchange. The contracts between the Exchange and the authorized
sales agents need to require the agents to abide by all rules and regulations
of the Exchange which would include the selling of member's onions at the
prices established by the directors of the Exchange. Penalty clauses in the
event of violation are provided in both grower and handler contracts.

Executive direction can be organized in one of several ways. The
Florida Fresh Produce Exchange is one example. The Board of Directors of the
Florida Fresh Produce Exchange appoints a three~man celery marketing committee.
These men are experienced in celery production as well as sales. This commit-
tee is assisted by the Exchange staff members who assemble information on quan-
tity sold daily, the estimated quantity available for market for the next sev~
en days, weather conditions expected to prevail, the unloads in various markets
and related general information concerning crop movement. With this information,

the committee establishes a selling price at the F.0.B. level for all authorized
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sales agents to use. The committee performs this service twice weekly thereby
establishing two pricing periods per week. However, 1t is not uncommon for the
committee members to hold the telephone meetings daily. The members of the mar-
keting committee and the Exchange office are connected by a closed circuit tele~
phone system which makes it relatlvely easy to conduct a meeting.

The Florida Celery Federal Marketing Order and the Florida Fresh Pro-
duce Exchange have inter~locking boards of directors. The twe organizations
share the same office, the services of fieldmen and secretaries are both mana-
ged by the same individual. The Florida Celery Federal Marketing Order is man-
datory on all producers and handlers, therefore most contrels are instigated
by this body. The Exchange is a voluntary organization and regulates only
members, therefore only pricing information is generated under this program.
The Exchange publishes operating policies dealing with consignments, previous
commitments on unfilled orders, price adjustments at shipping points, price ad-
justments for quality on arrival, sales classifications, price protection,
government inspection, inveices, sale of cull celery, grade standards and
clear cut guidelines on the specific function of the marketing committee. The
proposed South Texas Onion Exchange and the South Texas Onion Committee may
provide a paralleled package of marketing services to the South Texas Onion
Industry.

The Florida celery growers organized the Florida Fresh Produce Ex~
change in 1961 for the purpose of establishing minimum F.0.B. prices for
celery., The Florida Fresh Produce Exchange together with the Federal Market-—
ing Order emable the Florida Celery Industry to manage the market in an orderly

manner with stable F.0.B. pricing. The Florida celery, sweet corn, pole bean
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and north Florida white skinned potato industries, collect reliable market quan-
tity and distribution information very quickly, efficiently, and economically
for all elcments of the respective industries. Each handler sends daily one
copy of each sales invoice to the Exchange office. These data are aggregated
and establish very accurate statistical records on the dailly quantities ship~-
ped and the distribution. The amount shipped by each handler and the receiving
firm is confidential information. Disclosure is avoided through aggregation of
data. The Exchanges employ an auditing service to audit shippers records per-
iodically which serves as an enforcement measure.

A similar organization is feasible for the South Texas Dry Onion In-
dustry. With the proposed Soutli Texas Onion Exchange and the Federal Marketing
Order working in harmony, the ultimate in market management may bhe achiev-
ed. The two organizations may share the same offices, the services of the
same fieldmen and secretaries; and both managed by the same individual. This
provides for efficient administration. Organizational diagram Figure 5, il-
lustrates diagrammatically the addition of the proposed South Texas Dry Onion
Exchange to the South Texas Onion Marketing Order Committee with interlock-
ing Board of Directors and other administrative personnel and function of
each organization. The organization of a Market Information Center, instan-
taneous communication system among all shippers, positive weekly quantity
rate of flow to market control mechanism and a surplus utilization program
are all necessary organizational components that support the South Texas Dry
Onion Exchange. Without these organizational elements the South Texas Dry

Onion Exchange would be ineffective.
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MARKET MANAGEMENT

Potential Goals: With the previous discussed five organizational elements

organized, the South Texas Dry Onion Industry would then be in a position to

manage the F.0.B. market. Through complimentary action of the South Texas

Dry Onion Exchange and the Federal Marketing Order, the following goals may

be achieved.

1.

Eliminate unproductive competition in marketing South Texas
onions

Control of weekly rate of flow to market, when required for
market stability

Standardize minimum F.0.B. prices and terms of trade for the
industry.

Through the Market Information Center provide best and most com-
plete market information to all South Texas onion growers and
shippers thereby making the South Texas Dry Onion Industry the
best informed group possible.

Establish a surplus utilization policy.

Monitor the distribution of South Texas dry onions among the var-
ious U. 5. sub-markets., With the estimated demand for each sub-~
market known any mal-distribution can be relayed to all shippers
through the closed circuilt telephone system.

Increase buyers confidence as F.0.B. prices and terms of trade

will be standardized for the entire Industry.

Pricing Under Market Management: Once all organizational elements are made op-

erational, the South Texas Dry Onion Industry will have the capability of cp=
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erating as one central sales office. Each shipping sales office that haundles the
grower member dry onions becomes an authorized sales agency of the central sales
office. Although all pricing competition is eliminated, competition still ex-
ists for sales. The normal previous relationship between the shipper and his ac~-
counts remain the same. Each shipper is assured that his competitor authorized
sales agencies are selling at the same minimum price level established by the
South Texas Dry Onion Exchange.

Within the above marketing enviromment for both shipper and buyer con-
fidence is established. The buyer knows that the South Texas Dry Onion Industry
has concentrated its selling activities through one central sales organization
with standardized pricing and terms of trade. Buyers will no longer be able to
call several shippers and find ome that will reduce the price a dime to mzke the
sale. This is a healthy competitive marketing environment. The shipper con-
tinues with the same grower relationship and continue to pack under the same
labels serving the same accounts.

Under a central sales environment, the South Texas Dry Onion Indus-
try will often have the capability to stabilize price to a degree never before
experienced in the past. When this capability exists, the industry need be
cautious not to over react. A relatively high F.0.B. price can cause as many
problems as a low price. An unreslistic high price encourages new entry inte
the industry. Should the price be too high, imports, especially from Mexico
could increase taking a larger share of the U. 5. market. Northern U. S. pro-
duction areas will likewise be encouraged to increase production for storage
onions and extend the marketing period. An expansion of the marketing period

for northern storage onions will be in direct competition with the South Texas
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early spring onion deal. The competition from Mexico is less likely due to
the trade barriers. Whenever the price of dry onions in U. 8. is less than
$3.75 per 50 1b bag at the border, the onion imports from Mexico decline.

The primary purpose of a central sales office is to stabilize the
price during the very short run periods of time at a level that will clear
the market. At this time there is no precise method of computing a price
that will clear the market in the very short run period of all available sup-
plies. However, Dr. Carl X, Shafer, Department of Agricultural Economics,
Texas A&M University has recently (1971) initiated a research project entitled
"The Intraseasonal Demand for Texas Early Spring Onions”. This project will
be completed in about two years. It is hopeful that the findings from this
study will provide additional guidelines for the South Texas Dry Oniocn In—~
dustry in respect to pricing. The committee would need to use its best judge-
ment to establish price levels based on information provided by the Market In-
formation Center. Experienced growers and shippers are able to establish rea-
listic very short run price levels as has been demonsirated by the Florida
Fresh Produce Exchange in the marketing of celery. This brings into focus
the need for the services of a competent marketing analyst either employed
by or available to the South Texas Central Sales Organization. The Texas Ag~
ricultural Market Research and Development Center was recently organized to
work with Texas food and fiber industries in marketing activities orientated
towards problems of this nature. This is only one scurce for an outside mar-
keting analyst service.

Market strategy would need be developed each vear in accordance with
the U, S. per capita supply level of January storage stocks and South Texas ex-~

pected supply. The anmual averaze U. S. per capita supply of January storage
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stocks for the 10 year period 1960-70 was 2.60 pounds compared to 1,54 pounds
for South Texas supply, Appendix VII, Table C. The degree of market management
that is feasible would be associated directly with the magnitude of the per cap-
ita January storage stocks. When the per capita January storage stocks are rela-
tively low, the maximum of market management would be possible, likewise when
the per capita January storage stocks are relatively high, market management
would be minimal. Consequently sach specific year presents a unique set of sup-
VVVVV ply conditions that need be evaluated and appropriate policy adapted.
When the total per capita January storage stocks plus South Texas sup~
ply is examined in relation to South Texas price during the 10 year period 196~
70, Appendix VII, Table C, the quantity-price relationship becomes evident, An
effective South Texas Dry Onion Central Sales Office will provide as much ser-
vice to ultimate consumers as to the South Texas Dry Onion Industry. All con-
sumers are interested in securing an orderly flow of onions at a reasonable price
level. The marketing environment created by the proposed South Texas Dry Onion
Central Sales organization will provide a complimentary service to producers,

shippers and consumers.

COST AND RETURNS OF A CENTRALIZED SALES ORGANIZATION
The estimated annual cost of a combined South Texas Dry Onion Ex-
change and the South Texas Onion Committee office is estimated to range from
about $118,000 to $152,000, Table 45. The variance in cost is due primarily to
the length of time the closed circuit telephone service is required among ship-
pers, Table 46. This budget provides for a full time general manager for the
dual organizations.

- The position of general manager is an important element in the en-
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TABLE 45

Egstimated Typical Combined Annual Budget for Proposed South Texas
Central Sales Exchange and Federsl Marketing Ovrder Committee

{1970 Dollars)

Service

Anpual Estimate

General Manager and office mznager (2)
Statistical clerk
Auditor=-part time
Field men
Payroll taxes
Telephone & telegraph
Closed Circuit Telephone system among shippers
Travel = Committee included
Office rent
Postage
Market News leased wire service 6 mo., @ $106
Data processing
Office supplies & equipment
Furniture and texture
Insurance & bonds
Printing
Total

$23,000-$32,000
5,000
6,000
8,500
3,000
2,400
41,238
12,000
2,400
2,000
650
2,000
4,000
3,000
1,500
1,000

$117,688 -126,688

Note: Add $25,567 for 12 month closed circuit telephone service among

shippers.
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TABLE 46

Estimated Annual Cost for Close Circuit Telephone System
Among 51 South Texas Onion Shippers
5 or 12 Month Service Periods

- (1970 Dollars)

Service
,,,,, 5 Months 12 Months
Fixed Annual Service Charge @ 150/shipper $ 7,650 $ 7,650
= Monthly Service Charge for 51 shippers - $4,900 24,500 58,800
Automatic recorder rental 163 355
- Vacation rate 7 mos. @ $25/shipper 8,925 -
i Total cost $41,238 866,805

Note: Ovriginal installation cost of $6,800, excluded,

Source: Frank Fusco, Bell Telephone Co,, Harlingen, Texas,
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tire organizational complex. Employment of a general manager need be based

on business ability, not friendship. The General Manager, in order to be capa-
ble to serve in rhis capacity needs to have an equivalent of a Masters degree
in Agriculrural Economics with some previocus real world work experience. The
General Manager should not have any vested interest directly or indirectly in
any growing ovr shipping operation. He must serve all growers and shippers in
an equitable matter. The General Manager must be a goed public relations man
representing all firms of the South Texas industry.

The additional estimated annual economic returns generated by a
Central Sales Organization to the South Texas Dry Onion Industry cannot be a
precise measurement. It only can be a subjective measurement based on experi-
ence of similar ogranizations in the past.

Mr. George M. Talbott, Assistant Secretary and General Manager of
the Florida Fresh Produce Exchange reporting the following economic condition
prior and after the Exchange was crganized.

"At the beginning of the 1960-61 season it was beyond the wild-
est imagination to vigualize the industry joining together into the
type of close working relationship and cooperation as now exists.
The question may well be asked, "Why and How?"

First, there was enough economic desperation and need for sur-
vival within the industry that any straw was worth grabbing. Then
too, in time of adversities, economic or otherwise, people are drawn
together. Fires, tragedies, sickness and death have the same effect
within industries as with humans. To emphasize the economic condi-
tions, the average celery farm prices for the five seasons immediatniy
prior to the establishment of any type of industry program were:

$2.29 $3.18 51.42 $1.69 $1.71

Thus, in three of the five seasons the average celery farm nrice

was less than $2.00 per crate. One of the five seas