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Intro


Market Trends are basically the direction in which the market is going.  These trends could be short-term affects or long-term affects in the economy.  The following paper suggests that the current economy has enabled Gordon Food Services to stay afloat and still be a highly competitive entity in the wholesale food distribution market.  Wholesale foods are affected by the trend of higher fuel, income decreases, and the rise in food prices.  Do these trends in the market have a negative, positive or neutral affect on Gordon Food Services, Inc.? Does this change the way Gordon Food Services approaches the wholesale food market and what are they doing to survive such negative economic outcomes?

Market Structure
Gordon Food Service is a family owned well established business in the food distribution business. The impact of new companies will not affect Gordon’s business short term. Gordon’s reputation in the food market will be difficult to match by any new food company. Gordon Food Service strives on keeping their prices low and having a sufficient quantity of product on hand. New food services will eventually grow to compete with Gordon’s profitability in the food market. The economy is always changing and so will the supply and demand of food distribution companies. The market structure will not change but depending on demand of the product, prices will fluctuate to compete with other distribution companies. To continue to grow Gordon will need to upgrade constantly product and service quality as well as innovate, or cut prices as competition in the food industry grows.
Impact of New Companies entering the Market

Because Gordon Food Service is a monopolistic competition, there will always be new companies entering into the market to compete with this excellent food distribution company. With the current condition of the United States economy every business is trying to cut cost while trying to maintain quality and customer service. Accomplishing this task will be especially difficult for Gordon since the food industry has very strict regulations which leave Gordon with very few options to choose from when it comes to cutting cost. Gordon Food Service can only lower and or raise prices enough to maximize their profit. They do not want their customers to be shocked by a price hike and go somewhere else.  Gordon Food Service will strive to make sure they have the best quality, prices and customer service to keep on top of the distribution services.
Prices

The changing economy reflects the fluctuation of prices in any product. Gordon Food Services tries to keep the lowest prices they can in the food distribution service. The prices of food and distribution will continuously change depending on the change in demand. Gordon Food Service is not the only distribution company that will have to face a rise in price, all distribution companies will have to reevaluate their prices and eventually raise them. GFS will gradually raise their prices over time. They do not want the increase in price to shock their buyers into going to another company so he or she will raise them pennies at a time. Eventually, as the economy levels off, so will Gordon Food Services prices. Gordon Food Service can increase their prices gradually because they offset rising costs by cutting costs internally. They choose to downsize where they can instead of taking the risk of losing customers. Because of the declining economy, Gordon Food Service is experiencing a drop in demand for the company products. This, compounds into a domino effect. Consumers are not eating out as much as they used to, therefore, restaurants are demanding less product from their food distribution company, which end up buying less from their food vendors. The demand for food has declined while the price of the food has increased. Food processing and food distribution cost a great deal of money because it takes a great deal of energy. One of the reasons why food prices are so high is because of the rise in fuel costs. High energy prices have made agricultural production more expensive by raising the cost of mechanical cultivation, fertilizers and pesticides, and transportation. This makes the food prices rise and the price of delivery of the food rise. The delivery cost for each customer has gone up at Gordon Food Service. They had no choice in this matter, if they didn’t raise the delivery charges than they would have definitely lost money. Gordon Food Service uses the price elasticity formula to decide how they will raise prices and decided how it will affect the demand for the product. Price elasticity is the percent of change in quantity divided by the percent change in price (Colander, 2008). For example, a 10% rise in price will lead to a 3% decline in quantity demanded if the price elasticity of demand is 0.3 (Colander, 2008). Gordon Food Service has kept strong and will continue to stay strong despite rising prices, an uncertain economy, and decreased consumer spending. 
Technology

Technology continuously changes for any business. Gordon Food Service keeps track of updating their technology regularly to keep up with our competitive world. Gordon Food Services profitability depends on a good product mix and efficient operation. They have recently upgraded their software programs to reflect a better system for online ordering, tracking prices, tracking purchases, shipments, and inventory. Communication and computer technology is essential in making Gordon Food Services a success. Other technology investments that Gordon Food Services has made recently are wireless tracking and GPS for tracking truck routes and warehouse communication. Advances in technology increase supply. A reduction in the cost of production increases profits and leads suppliers to increase production. This makes economies more efficient (Colander, 2008). Whether the economy is good or bad, technology will continue to change for the better over time and companies will have to spend money to keep up to be successful, efficient, and profitable in our economy.
Productivity
The Gordon Food Services company could possibly face productivity declines after it reaches saturation level. In order for the company to sustain productivity and operating margins, Gordon can invest in new and innovative technologies on a sustainable basis to survive the current trend of depleting margins, tough competition and rising input costs.  
Productivity with the economy in a recession, competition increasing and prices rising will unfortunately, slow down, due to restaurants deferring purchases or buying less from Gordon. To keep production from decreasing Gordon needs to diversify, both in terms of geographical reach, product range and possibly pursuing international markets to survive current market conditions.
Wages and benefits
Wages and benefits are a large part of Gordon Food Service, seeing as the company greatly values not only the customer, but also the employees as well.  Just a few of the things that they offer are extremely competitive pay, associate incentive programs, flexible schedules, paid holidays and vacations, profit sharing, bonuses and a retirement program.  Benefits also include pension medical and dental as well.      
With the current economic crisis, and the additional possibility that the economy could continue to spiral downward, it is possible that the wages and benefits of Gordon Foods could, however, lessen over time.  Most companies would never want to layoff employees.  Because of this, it would typically be the benefits that would go first.  The flexible schedule would not be quite as flexible, and the bonuses would either decrease or disappear.
Fixed and variable costs
The fixed costs are any costs that will not fluctuate based on the sells of the company.  Some of the fixed costs of Gordon Food Service are the large buildings that the business is operated in, the utilities that are needed for operation and the truck which are used for delivering products.  These together create a large fixed cost for the company.  Variable costs, however, are costs that will fluctuate as the output of the company changes.  One of the variable costs of Gordon Food Service is the products that are bought in order to make the foods that the company then sells.  Depending on everything from weather to the economy and time of year, the raw materials used can fluctuate dramatically at times.

Like the wages and benefits, fixed and variable costs could also be affected by the economy continuing to fall.  Though the fixed costs like payments on a building are more concrete, if situations get bad many companies could be forced to either look for a new location or close down a location altogether. In a situation where the economy is not doing well, variable costs on the other hand, would not be allowed to vary too far outside of an allotted budget.  For example, if weather conditions forced most of the tomato crops to go bad leaving behind very few, prices on tomatoes may increase.  Rather than Gordon Foods spending money that they can’t afford on tomatoes, they may choose not to continue carrying a certain meal until the price of tomatoes goes down again.
Price Elasticity of Demand


One market trend for Gordon Food Services is the rise in wholesale food prices. Price elasticity of demand measures the way prices change in relationship to demand or the way demand changes in relationship to price. (Ellis-Christensen, 2008) Gordon Food Services is obviously in the food business where brand depends on the consumers’ consumption.  Price elasticity of demand is very low if looking at staple foods such as bread, cereal, and eggs.  A person can find these products anywhere throughout the states but, has price affected the ability of buying consumers?  “US wholesale food prices have risen 25 percent in the past five years. Prior to this increase, prices were flat for over a decade. In 2007, wholesale food prices jumped 7 percent – the largest single-year price increase in nearly three decades, according to the National Restaurant Association. Food and trade analysts expect a continued rise in food prices.”(Hoovers, 2008) Luxury items such as wines, spirits and chocolate are more elastic because they are more of a luxury product.  More often people are deciding to eat in and not eat out as much.  Gordon Food Services provides food products for restaurants as well as to the general public.  The company would see a drop in restaurant food because of the growing trend of not eating out as much caused by price increase.  Gordon Food Services will see an increase in individuals buying more bulk items because of the need to eat more at home.  This does not balance the food market but, doesn’t affect it as much.  People are in need of food more than they are in need of a car.  Food is considered inelastic because people will buy it no matter what.  Food is a resource that humans cannot live without. The United States is a high income country the affects of rising food prices does not have a huge impact on the country as if a lower income country did like, Africa.

Competitors


The increase in food prices is a market trend that has helped competitors in the wholesale food industry.  Although, it may be devastating to consumer’s pockets the food industry has not had a significant change in consumers.  Rising fuel costs has on the other hand, had an impact on the wholesale food industry and its competitors.  In order for Gordon Food Services to stay afloat in an ever changing economy, they have had to step up their technology, ways of delivering and packaging their goods, cutting unnecessary costs in the employment department, expanding to serve a larger customer base geographically.  Gordon Food Services is still considered one of the top competitors in the wholesale food industry with the ever changing shift in the economy.
Supply and Demand Analysis


The Gordon Food Service Company is in running business as usually with the economy struggling.  The main factor in their supply and demand analysis is the starting with their prices.  As stated before GFS keeps their products prices regular.   Due to the facts that they distribute food they usually don’t see a drop in demand for their products.  In the past they had to raise prices slowly to meet the increase in their vendor’s prices but they shouldn’t raise their prices too much because they’ll lose customers to the competition.  They must see what the competition is charging to be in the right situation when charging clients their price.  In current economic times companies that buy from GFS could just ship if they don’t stay in the right price. Our current market conditions have GFS offering incentives to help their customers save money. They are offering holiday discounts when ordering higher amounts of product. The economy is experiencing a large drop in demand of products due to consumers having no extra money to spend. However, the public can’t operate without food so the public will continue to pay for the products they need. This is why GFS doesn’t have to lower their prices if they choose not to. Two years ago, GFS and Javo Beverage Company signed a four-year contract to supply on-demand coffee and other specialty beverages to GFS. The companies anticipated that over the course of the four-year agreement they will employ Javo's dispensed coffee and iced coffee programs to grow GFS beverage sales substantially within its customer base of restaurants and food service locations.   This should be a huge to GFS because it gives them an edge with their competition.   

Impact of Government Regulations

The following is a list of agencies that the GFS must interact with to operate in regard to government regulations. The government agency known as the FDA (Food and Drug Administration) are responsible for protecting the public health by assuring the safety, efficacy, and security of human and veterinary drugs, biological products, medical devices, our nation's food supply, cosmetics, and products that emit radiation (FDA.gov, 2008). GFS must also abide by the rules of USDA (United States Department of Agriculture Food Safety and Inspection Service). The mission of the Food Safety and Inspection Service is responsible for ensuring that the nation's commercial supply of meat, poultry, and egg products is safe, wholesome, and correctly labeled and packaged (FSIS.usda.gov, 2008). The previous organizations are just the Federal government agencies that GFS has to comply with. Each state that GFS operates in has the states own food agencies and GFS must comply with the states rules and regulations as well as the Federal. Since GFS has operations in the country of Canada the company must abide by the rules and regulations of the CFIA (Canadian Food Inspection Agency). The mission of the CFIA is to safeguard food, animals and plants, which will enhance the health and well being of Canada's people, environment and economy (CFIA, 2008).

The FDA, USDA, and CFIA shouldn’t be a huge impact on how they run business.  Since, they been in business for over 100 years and family owned they obey the regulations that are set by the all-federal agencies that they have to report too. GFS will continue to grow as long as they apply the same standards since the company was started over 100 years ago.

Conclusion
This paper has described the many different aspects of Gordon Food Service business which are market trends, market structure, prices, technology, productivity, wages and benefits, fixed and variable costs, price elasticity of demand, competitors, supply and demand and government regulations.
The Gordon Food Service company has proven to be able to stay on top of the market way ahead of the company industry competitors.  This has been accomplished by the company paying attention to market trends, monitoring and restructuring prices to match market supply and demand. Taking into consideration increased fuel prices, merging technologies and future competition the Gordon Company has responded appropriately in all aspects of the Food Service industry. By continuing the companies current operating trends Gordon Food Service will continue to be the company to beat in today’s Food Service market.
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