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Corporate Farming in the United Stateg*

Philip M. Raup
Department of Agricultural and Applied Economics
University of Minnesota

Corporate farming is not new in the United States. The companies
of "gentlemen adventurers' setting out in the 17th century to establish
settlements in the New World were not corporations in a modern sense,
but in organizational form and motivation they bear a striking resemblance
to corporation farming ventures of recent decades. The twin lures of
short-run profits and long-run capital gains have been major forces in
shaping land use patterns and institutional structures throughout
America's history. For over 300 years repeated efforts were made to
use large-scale organizational forms to reap these rewards in agricul-
ture. Up to 1950 the record was one of almost consistent failure.

Among early failures were two farms established in 1833 near present-
day Dupont and Toledo, Washington, by the Puget's Sound Agricultural
Company, a subsidiary of the Hudson's Bay Company. Both in genesis and
demise, this venture was prophetic of future corporate farming trends.l/
The farms were created to enable the Hudson's Bay Company to supply
wheat, livestock and dairy products under contract to Russian fur trading
posts in Alaska. After a few years of early success, the farms steadily
lost money. The company was unable to compete with encroaching small
settlers, whose activities "raised the price of labor and made it more
difficult to maintain a disciplined labor force."g/ .The company sold

its land to the United States Government and liquidated in 1870, having

*/

- Scientific Journal Series Paper No. 8187, Minnesota Agricultural
Experiment Station. Presented at the Annual Meeting of the Economic
History Association, Wilmington, Delaware, September 22, 1972.



paid only seven dividends ia 32 years.

Examples of successful corporate farms can be found before 1950
among fruit and vegetable farms of California, sugar and pineapple farms
of Hawaii, and ranching and land-holding corporations in Arizona, Texas,
the Mountain States, the Gulf Coast and Florida. A distinction must be
made Setween corporate ownership of rural land, and corporate farming.
There has always been a significant area of land owned by large business
firms or corporations in the United States and especially since the rail-
road land grants were inaugurated in 1850. Corporate holdings figured
prominently in the Florida land boom of the 1920's. A 1945 study of land
ownership in the United States reported 5.6 per cent of all land in farms
as owned by corporations but many of these were not farm operating cor-
porations.éj No national data exist prior to 1968 on the actual extent

of corporate farm operation in the United States.

I1

The first national attempt to measure corporate farms as a class
was in 1968. 1In thatyear the U.S. Department of Agriculture estimated that
there were 13,313 farming corporations, comprising 1 per cent of all commer-
cial farms, operating 7 per cent of all farm land, and accounting for 8 per
cent of gross sales of farm products.éj

There are wide variations among states and regions. Florida and Cali-
fornia had one-fifth of the total number of corporate farms. They accounted
for 31 per cent of the land in farms in Florida, 28 per cent in Utah, 22

per cent in Nevada, and 19 per cent in California. They were most prominent

in field and specialty crop areas of Florida and California, in ranching



areas of the Great Plains and Mountain States, in the Massachusetts-
Rhode Island-Connecticut area, in Washington and QOregon and in the
Mississippi Delta States. They occupied one per cent or less of the land
in farms in most of the Middle West.

These 1968 data are almost certainly underestimated. Separate and
more exhaustive studies indicate an underestimation of the number of cor-
porate farms of some ten per cent in Wisconsin and over fifty per cent in
Minnesota and Iowa.éj Partial verification of underestimation is provided
by data from the 1969 Census of Agriculture. A time lag is involved, since
the USDA data were for 1967-68 while the Census data are for the end of
1969. There are also questions of definition. The USDA study of 1968
omitted "landlord" (or land holding) corporations, and seriously failed
to account for many poultry and specialty farms.

The two sets of data are thus not strictly comparable. Still it is
gignificant that the 1968 study by the Department of Agriculture reported
13,313 corporation farms, holding 60,056,000 acres, while the 1969 Census
of Agriculture reports 21,513 corporation farms, holding 80,831,000 acres.
According to the Census, among commercial farms with annual sales of $2500

i
or over, corporation farms accounted for 3@ per cent of the number of farms,

8.1 per cent of the land in farms, and average 3,757 acres in size.éj

A third source of data is provided by income tax retufns. Federal tax
records for 1965 reported approximately 18,500 corporations having their
principal source of income from farming. These accounted for 12.5 per cent
of total farm business receipts.lj The income tax data thus suggest that the
dollar volume of business done by corporations having farming operations is

about 50 per cent larger than that reported in the 1968 survey by the U.S.

Dept. of Agriculture (12.5 per cent of gross farm receipts instead of 8



per cent).

A major source of confusion in interpreting these data lies in the
deceptive precision of the term '"corporation farm'". 1In a legal sense, it
is sharply defined. But in a functional sensBe, there are at least three
classes of corporate farms that differ dramatically: Family-farm corpora-
tions, family-owned corporation farms of larger than family-farm size,
and non-family corporation farms.

The U.S. Dept. of Agriculture survey in 1968 estimated that 66 per
cent of all corporate farms involved 'family corporations'. 1In the
Mountain States and Northern Plains, the figure was 75 per cent. Many
of these are not family farms in that they employ more than 1.5 man-years
of non-family labor. It is important to note that both the smallest and
some of the largest corporate farms fall in the '"family corporation' class.

The non-family class of corporate farms includes those held by large
corporations, frequently conglomerates, whose stock is typically listed
on stock exchanges and publicly traded. These corporations have generated
most of the concern about a threatened corporate 'take-over" of American
agriculture. Although their numbers are small, their farming operations
are often quite large. It is remarkable that no national data exist to
permit an estimate of their importance.

Some indication of the skewness in the size distribution of acres
farmed by corporations is provided by the 1968 Department of Agriculture
survey. For the 48 states, corporations holding 10,000 acres or more
accounted for 8 per cent of all farming corporations but held 71 per cent
of corporate farm land. Corporations holding less than 1,000 acres
totaled 58 per cent of all farming corporations but held less than 5 per

8/

cent of the land in corporate farms.-
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111

What happened after World War II to stimulate a sudden expansion of
interest in corporation farming? In answering this question it will be
helpful to ask another: Why did corporation farming fail to develop in
parallel with the rapid expansion of agricultural mechanization in the
1920's and 1930's? It was not for lack of effort. One of the best pub-
licized attempts was made by the Wheat Farming Corporation of Topeka, Kansas,
organized in September 1927. With holdings in excess of 65,000 acres in
Northwestern Kansas, the corporation mobilized large-scale mechanized
equipment, land and capital in the specialized production of wheat. ''There
will be no surplus", was one of the headings used in literature developed
to promote stock sales in 1929. "Every cent decrease in the average level
of wheat prices brings white bread within the reach of hundreds of thousands
of hungry Orientals."g/

The timing could not have been worse. Within three years the collapse
of wheat prices led to dissolution of the corporation. The political
reaction stimulated the Kansas legislature in 1931 to enact a law pro-
hibiting farm corporations from 'producing, planting, raising, harvesting,
or gathering wheat, corn, barley, oats, rye or potatoes or the milking of
cows fof dairy purposes."lg/

This experience was dominated by a faith in economies of large-scale
production that has been one of the major themes in the history of corpora-
tion farming. And it illustrates one facet of the evolution in interpre-
tation of Frederick Jackson Turner's thesis regarding the role of the
frontier in American history.

It has been difficult to sustain the "labor safety valve' version of

the Turner thesis by reference to Eastern industrial labor or wages in
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manufacturing. It is easier to support the Turner thesis by reference to
agricultural labor. As long as free land was available on the frontier

it was difficult to hold hired labor in agriculture. The desire to create
large farms has been continuously present in America, but capacity to hold
a labor force was available only under slavery in the South. In the
Middle West, the larger-than-family farm had to compete with the frontier
in the 19th century and with the rapid expansion of industry in the 20th
century for its labor supply.

Until the advent of efficient tractors in the 1920's, and in large
numbers in the 1930's, there was little opportunity to substitute capital
for labor in agriculture on a scale that could offset the added costs of
wage-labor supervision. The early tractors were primarily substitutes for

11/

horses and mules, but not at first for men.=~ The grain combine was much
more a substitute for men. In wheat areas, the poténtial for large scale
or corporate farms increased greatly after combines came into general use.
This helps explain the flurry of experiments with corporate and large-scale
farms in the Great Plains in the late 1920's.

The Depression of the 1930's put an end to most of these undertakings.
As the Depression was ending, World War II made it difficult to mobilize
either labor or equipment to operate a large or corporate farm. Fear of a
repetition of the farm price collapse of 1920-21 following the end of World
War II also inhibited large scale investment of non-farm capital in agri-
culture in the immediate post-war period.

Until the middle of the 20th century, conditions were never favorablé
for the growth of large scale and corporate farms in the Middle West and
Great Plains. It seems reasonable to assign a part of the cause to the

lagged influence of the frontier, which had retarded the build-up of



redundant agricultural labor supplies. Ip was a labor supply, and not
capital, that was a critical variable in the development of large and cor-
porate farms in the period prior to World War I, when capacity to substitute
machines for men was limited. Mechanization created a technological poten-
tial for large-scale agricultural enterprises which was well-developed by
the end of the 1920's. Delay in exploiting it must be explained in terms

of price and market relationships, and the dislocating effects of wartime.

A major change in the economic climate occurred after World War II.

‘The war generated relatively favorable price-cost relationships but farmers,
and prospective farm investors, entered the post-war period with the history
of 1920-21 clearly in mind. The response of prices after 1945 did not lessen
their apprehension. An upward surge in 1945-47 reflected short-run demands
for food for areas devastated by war, but by the end of the 1940's the
thrust of this demand had eased. Wheat prices fell $1.00 per per bushel
from January 1948 to July 1949'13/ The Korean war gave a temporary fillip

to all commodity prices including farm products. By 1953 this was dissi-
pating but there was no disastrous collapse. Land prices reflected these
trends. It is significant that only in 1950 and 1954 was there a decline

in the index of United States farm land prices, in the entire period from
1939 to 1972.1%/

The early 1950's stand out as a major turning point in American agri-
cultural history. It slowly became apparent that there was not going to be
a repetition of the farm price disaster of 1920-21 or of the associated
destruction of capital values in land. A policy base was thus created for
a reappraisal of investment possibilities in farming. Land prices were
relatively low, farm prices cushioned against collapse, and a rich storehouse

of new technology was available. There was an opportunity for strategically

placed investors to capture a unique capital gain.
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As Donald A. Nichols has emphasized, '"A change in the rate of (economic)
growth leads to a once and for all capital gain for land holders. This is
because the returns to land are capitalized at a rate equal to the marginal
product of capital minus the growth rate, (or alternatively, because the fu-
ture returns to land can be expected to be larger with a high growth rate
than with a low one)".lﬁj

One explanation for the increased interest in corporation farming
after the mid-1950's was a realization that a basic change in the rate of
growth of agricultural output was in process. Those fortunate enough to
be landowners at the time of this change would be able to capture a part,
at least, of a resultant one-time capital gain. A fundamental shift in the
production function was under way.

Two seemingly minor institutional changes in the 1950's also had a
significant impact on the development of corporation farming. One was a
change in the Internal Revenue Code in 1958, permitting corporations having
only one class of stock, no more than 10 shareholders, who muét be individuals
or estates, and meeting other conditions to be treated for income tax pur-
poses as if they were partnerships. In these "Sub-chapter §'" corporatious,
income can be "passed through' the corporation and taxed only to the share-
holders, thus avoiding double taxation. An even more important feature for
many non-farm investors is that capital gains can be passed through to the
shareholders, where they will be taxed at favorable rates. Similarly, a
corporate operating loss can be passed through, permitting the shareholder
to take his share of any carryforward or carryback deductions for corporate
net operating losses.léj

This increased the attractiveness of farm incorporation as an alternative

to farm family partnerships and helps explain the fact that 19,716 of the



21,513 corporate farms ennumerated in the 1969 Census of Agriculture had

no more than 10 shareholders. Not all of these are Subchapter S corporatioms,
and many are simply incorporated family farms or ranches, but many are much
larger than family-size operations. Available data do not permit a separation.

The second institutional change was an.alteration in the Internal
Revenue Code in 1951 permitting farmers to treat livestock held more than
12 months for draft, breeding, or dairy purposes as "property used in trade
or business."lé/ As we will see, the effect was to make livestock breeding
highly attractive to non-farm investors in high income brackets. A corporate
form of business was usually advantageous if non-farm investors were to ex-
ploit this windfall. fhis explains much of the recent corporate activity in
ranching areas, and in livestock breeding genefally.ll/

The stage was set in the 1950's for an increase in corporation farming
activity. The consequences can be read from data on the pace of incorporation.
Of all farming corporations surveyed in 1968 by the Department of Agriculture,
54 per cent had begun farming operations in 1960 or later. In the Northern
and Southern Plains states, just under 70 per cent of all 1968 farming

18/

corporations started operation in the 1960's. Together with the Mountain
States, these were the three regions in the United States in which over half
of all farming corporations were engaged in beef cattle breeding and ranching.
The other area of rapid corporate farm expansion after 1960 involved soybeans
in the Delta States of Mississippi, Arkansas and Louisiana. Extensive land

clearing operations were carried out in these states in the 1960's and the

corporation farm was a favored organizational device for these activities.

v
Two major and interrelated economic arguments are used to explain and

justify the growth of corporation farming: Economies of size, and provision
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of capital. Givena history of small family-sized farms and rapid techno-
logical change, it is understandable that a part of the national farm folk-
lore includes a faith in bigness. "Expand the size of your farm business"
has been the advice to farmers for over 50 years, from agricultural univer-
sities, experiment stations, extension services and their supporting agencies
in the U.S. Department of Agriculture. The market development activities of
farm equipment manufacturers and supply industries have been at least as
effective. Virtually the entire educational and promotional apparatus of
American agriculture has focused on size. Up to a point the argument has
had merit.

It is being increasingly questioned in recent years. Virtually all
current studies of economies of size in agriculture yield the same conclu-
sion: In all but a few types of farming, well-managed one and two-man farms
can obtain most of the gains to be had from increased size, as measured by

'decreases in cost per unit of output.
Madden and Partenheimer, in a review of empirical and synthesized
jdata on economies of size, conclude that the most important limitations
"on farm size are uncertainty, and the cost of coordination, or those
functions of management that go beyond mere supervision.lg/ These are
costs that can easily escape control in large agricultural firms, due to
lack of uniformity among resources and the dispersed nature of the pro-
duction process.gg/

Where cost of production data have been studied for a wide range in
farm sizes, they show a sharp decrease in unit costs as small-sized, one-
man farms are expanded and organized efficiently. In most field crop

production, the further expansion of the farm to 2-, 3-, 4-, and 5- man

size may achieve increased profits, but little or no reduction in unit costs.
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Incorporation and the expansions in farm size that are taking place
often have other explanations. The large firm can exercise market power,
both in purchasing inputs and in marketing output. This is especially the
case with integrated units in which a producing firm owns a processing
or marketing outlet, or vice versa. Krause and Kyle pointat that:

"The ability to deliver a uniform product on a year-around basis.

increases the supplier's ability to influence price and may

eventually permit annual delivery contracts with formula pricing...

Very large farm units, because of amounts purchased, obtain volume

discounts by purchasing agent techniques. They negotiate directly

with the manufacturers, jobbers, or distributors. . . This method

of purchasing often involves bids by suppliers that can substantially

reduce or eliminate distributor and dealer margins.glj

A related characteristic of the large, integrated firm is noteworthy.
If one unit in the integrated chain can enjoy favored tax treatment, it
is rewarding to push the combined profits from the integrated énterprise
into the favored segment. Consider an integrated firm involving a ranch,
a cow herd, a feedlot complex, and a slaughtering plant. It will pay to
operate the slaughtering plant as a producers cooperative, with only
enough profit to provide incentive bonuses for management, and do the same
with the feedlots. All profits can be pushed down the integration'chain
and converted into capital by heavy investment in breeding stock, land
improving practices, water supply, irrigation, and other improvements.

When the cattle or the ranch are sold, any gain will be taxed at capital

gains tax rates.

This underlines one way in which public policy has often and uninten-

tionally promoted corporation farming. It is virtually impossible to aid
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family farms by preferential income tax treatment. Any attempt to help the

typical farmer via income tax policy is defeated by the fact that he seldom

has enough income for tax concessions to be significant. Big farm corporations

have often been able to take advantage of concessionary tax policies intended
to help smaller firms. Examples are provided by tax laws permitting costs

of soil conserving practices to be deducted as current expenses up to

25 per cent-of gross income from farming, with no limit on the amount. Land
clearing expenses can be deducted as current expenses up to 25 per cent of
taxable income. Much land clearing and corporate farm activity in the
Mississippi Delta States in the past two decades was stimulated by these tax
provisiongs. For them to be attractive it i8 necessary to have significant
income. Large farms are the principal beneficiaries.zz/

Changes in Federal income tax legislation in 1969 reduced these advan-
tages. There is now provision for recapture of the benefits in full if the
land is sold within five years after acquisition, and on a declining scale
up to ten years. There is no recapture on sales after ten years.

A second argument for corporation farming is that only in this way can
farming attract the capital needed to take advantage of new technology. This
was the primary reason for an expected increase in corporation farming cited
by the Technical Director for Agriculture of the Chase Manhattan Bank, in
an influential speech in early 1969.32/ A variant of this theme has been
used to justify the favorable accounting treatment of farmers by the Internal

Revenue Service, in permitting them to report on a cash basis. This ruling

24/

was adopted, it has been argued, to attract outside capital into agriculture.—

There is no evidence to support these claims. Because their bookkeeping
records were frequentlydeficient, farmers have always had the option of

reporting on a cash instead of an accrual basis. The Revenue Act of 1951
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elaborated on this ruling by permitting farmers to treat livestock held for
more than 12 months for draft, breeding or dairy purposes as property used
in trade or business. By not reporting on an accrual basis, which involves
the valuation of inventories at the beginning and end of the tax year, the
farmer has a ''zero basis'" for the valuation of any animals sold during the
year. The entire cost of raising the animals can be treated as current
expenses, and the net proceeds are capital gain, taxable atfavorably lower
rates.

After a careful review of the legislative history of this feature of
the Internal Revenue Code, Charles Davenport concludes that '""There is nothing
to suggest that Congress was purposefully subsidizing, in a rather haphazard
manner, certain segments of the farm industry."gé/

All available evidence indicates that agriculture in the 1960's was
better supplied with capital than at any time since the First World War.

"Forty years ago, by any reasonable measure, the farm sector was

disadvantaged in the money markets. But at least since World War II,

there has apparently been discrimination in favor of agriculture in

the national allocation of money. . . A result of this 'favorable'

money policy is the overcapitalization of the farming sector relative

to other sectors of the economy and relative to the true productivity
(in a social sense) of marginal capital allocation to the'farm'sector."géj

The capital supplied by the federal government to create the various
components of the cooperative Farm Credit System (Federal Land Banks, Pro-
duction Credit Associations, Banks for Cooperatives) had all been repaid by
1968 and the system is now fully owned by its farmer borrowers.gl/ Reflecting
this shift in relative supply of capital, life insurance companies began to

withdraw  capital from agriculture after 1965. From 1940 to 1965, life
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insurance companies had annually made from 16 to 21 per cent of all new farm
mortgage loans in the U.S.: in 1965 the figure was 19 per cent. By 1970 this
had declined to 4 per cent.gg/

The recent cycle in the formation of large-scale corporation farming
enterprises reached its peak in 1965-70. This was not a response to a
capital shortage in agriculture. The drividg force came from non-farm in-
vestors seeking tax shelters, quick returns from new technology, and capital
gains through land value appreciation.

Incentives rooted in tax policy were reinforced by the nature of
government farm price support programs. These have played a key role in
promoting corporation farming in field crops, especially wheat, feed grains
and cotton. With benefits a function of historical acreage base, an in-
centive was created for farm size enlargement. Farm program payments also
provided financial leverage that could be exploited by large or corporate
farms but was not equally available as a credit base for small farms.

Urban expansion, population concentration and threats of a world food
shortage also help explain the flowering of interest in corporation farming
in the 1960's.

Large numbers of us are apparently Malthusians at heart. We seem
transfixed by the simplicity of the proposition that population continues to
expand while the surface of the earth is fixed. This argument has appeared
in virtually all of the promotional literature aimed at prospective investors
in corporate farms. When coupled with recent attention to the population
explosion and environmental deterioration, the result was the creation of a
climate of opinion in which food production emerged as a safe long-run growth
industry. Fear of inflation provided powerful reinforcement. Beginning

slowly in the mid-1960's and accelerating with the Viet Nam war, investors
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were increasingly susceptible to the argument that they should move some of
their money into land.

"Owing to the increase in population, particularly im farm-rich

places like California, arable land has been growing critically

short. . . In the opinion of many experts, arable land is bound to

grow SCarcer.ggj

The retreat from Malthusianism was rapid after the first impact of the
"Green Revolution" in the late 1960's. 1India was almost self-sufficient in
wheat and rice by 1971; Japan was exporting rice; and the world trading
community no longer accepted the inevitability of famine-induced demands
for farm products. It became clearer that investments in corporate farming
ventures would have to be justified primarily by domestic market potentials
and not by prospective foreign demand.

v

There are types of farming for which capital requirements and economies
of size are often beyond the reach of single-proprietor or family-type farms.
Heading this list are integrated poultry and egg enterprises; mechanized
orchards, citrus and nut groves; large-scale beef cattle feed lots; pineapple
and sugar cane; and vegetable crops for canning or processing. It is likely
that corporation farming activity will remain strong and even expand in
these types of farming. The most vulnerable sectors are beef breeding and
certain types of fruit and nut crops. Tax policy has attracted non-farm
capital into these sectors to an extent that defeats any attempt to argue
the case for corporate or large-scale farming on the basis of conventional
tests of efficiency or economies of size. The greatest sfimulus arises from
capital-gains tax provisions and from the opportunity for non-farm investors

to use farm losses to offset non-farm income. These are under increasing
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30/

attack in the Congress, and could easily be altered by a policy change.—
A significant part of corporate farm activity in tree-crop and ranching areas
has been initiated by non-farm investors seeking tax shelters.

For corporate farming sectors less flagrantly stimulated by farm price
supports or tax policy, there has been a tendency to forecast growth by
drawing analogies from industrial history. Although the corporate era
arrived late in farming, the usual assumption is that the course of its de-
velopment has been charted by the industrial corporation, and the only doubt-
ful feature is timing. There is in the literature virtually no discussion
of the possibility that corporate farming may not trace out the same sequence
of growth stages that characterized industry.

In tracing the growth stages of large-scale economic organizations
in America, Chandler and Galambos characterize 1870 to the early 1930's
as the first stage, in which firm growth was confined to horizontally or
vertically integrated units within traditional product lines. A steel
mill grew by absorbing other stéel mills or by integrating coal, ore
and transport components in steel-making. And in the early corporate firms,
family control played a maijor role.élj

This seems superficially to fit the pattern of recent development in
corporation farming. Family-farm corporations can be likened to early stages
in the emergence of industrial corporations almost a century earlier. One
leading farm management consultant has concluded that, in agriculture:

""Many family corporations will 'go public’ when they are transferred

to the next generation. The desire will be there for further expansion

.and this will be the natural route."égj

What reasons are there to question this vision of the growth cycle in

corporate farming? Chandler and Galambos point out that the first stage

from 1870 to the 1930's involved the rapid growth of primary industrial
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organizations, or '"large-scale complex organizations which were essentially
concerned with the job of organizing people in order to provide goods or
services". This first period witnessed a much slower growth of "a second

kind of large-scale organization which was largely concerned with coordinating
the activities and with communicating between other organizations. These
secondary organizations included trade associations, union federations,

and some governmental agencies." After the 1930's this pattern was reversed
in industry, and secondary organizations grew much more rapidly.

In agriculture, the large-scale secondary or coordinating organizations
came first. The emergence of corporate agriculture has thus occurred in the
""second stage', with agriculture well supplied with coordinating organizations.
Among them are agricultural cooperatives, farm political organizations, and
a complex structure of informational and governmental organizations, inclu-
ding universities, experiment stations, extension services, the Soil Con-
servation Service, the Farm Credit Administration, crop and livestock sta-
tistical reporting services, market news and weather reporting services, the
Rural Electrification Administration, a structure of demarcated milk sheds
governed by Market Orders, and a variety of related secondary organizations.

The institutional infrastructure of agricultureis highly developed.

Many services that a large-scale primary organization might provide are now
available to American agriculture through large-scale secondary organizations.
This applies significantly to the functions of research and development, and
dissemination of information. In industry, the ability of private firms to
control information flows and dominate research and development activities
has frequently been decisive. These opportunities are greatly reduced in
agriculture. If a flow of capital can be maintained, it is not at all clear

that large-scale industrial-type corporation farms are essential to continued
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agricultural development.

A closely related point concerns the attitude of workers toward their
jobs. Our industrial corporate world developed in an era in which no
serious attempt was made to answer Marglin's question: ". . . is alienating
work the price we must pay for material prosPerity?"éél This question is
relevant in a plantation economy, or in migrant labor camps. It is not
relevant in a system of proprietary businesses or family farms. Is alienation
less likely to emerge in corporation farming? Or is it likely to be intensi-
fied by constant exposure to a capital structure that was once owned by the
workers?

It is difficult for a worker in a textile mill, a steel mill, an oil
refinery, or an airline to imagine himself the owner of the capital with which
he works. This identification is much more plausible in agriculture. A cor-
porate farm structure in the last quarter of the Twentileth Century must
struggle with the alienation question. It seems likely thaé the solution
will not involve corporate forms we know in industry. This conclusion is
reinforced by the high fraction of total farm capital that must be invested
in land and livestock. As long as price support programs, tax policy and
depreciation rules favor non-farm investors, we can expect a derived demand
for corporations in farming to facilitate exploitation of these advantages.
But if land must be held for production only and not for speculation, the
capital costs may be too high for non-family types of farming corporations.
They cannot afford to immobilize capital in a factor of production that will
be carried by family farmers at rates of return on capital that large corpora-
tions find intolerable.

One result is a shift to types of contract farming in which land and

working capital remain largely in the hands of family-size farmers. Large
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corporate processing firms can contribute to the control of product quality
and standardization but many have found land ownership and direct farm
operation unrewarding. One reason is the decline in rate of growth in agri-
cultural efficiency in the late 1960's. From 1954 to 1960 agricultural output
per unit of input increased at an annual rate of 3.0 per cent. From 1965 to
1970 it was virtually zero.gé/ When the recent corporate farm boom reached
its peak in the late 1960's the major impact of the post-World War II surge

in efficiency of resource use in agriculture had been dissipated.

Farm corporations that began operation after 1965 were too late to cap-
ture big operating gains from rising efficiency, and just in time to encounter
inflated land costs. Add to this the costs of pollution control on big farms,
plus the success of Cesar Chavez in organizing farm labor in California and
Florida, and it is not surprising to find a flight out of farming by corpora-
tions that a few years earlier were extolling a new farming era.éé/

Miscalculation of management problems in agriculture played a major role
in this corporate retreat. The '"bottom line' balance sheet results can be
captured in two quotations:

From Barron's National and Financial Weekly, August 5, 1968:

"Really, what we are doing is nothing more than applying good business
techniques and practices to agriculture---which heretofore have been
absent"

J.R. Dominick II
President, CBK Industries, Inc.

"An example is CBK Industries, which expanded a pre-World War 1
Florida phosphate-mining operation into a conglomerate ranging

from asphalt and apparel-making to movie distribution...In June
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(1968) it exchanged the film distribution outfit for 10,000 acres
of farmland in southern Texas...By this year (1968) it expects to
have 50,000 acres leased or owned outright. Owing to costs
incurred in the change-over, CBK now enjoys a tax-loss carry
forward of about $4.1 million".

From The Wall Street Journal, December 15, 1971

"CBK Agronomics, Inc. agreed to acquire two coal companies for
about $5 million cash... CBK Agronomics has an operating tax-loss
carry forward of $19.8 million that can be used for five years to
offset taxes on coal earnings... The company sustained large losses

from its farming operations and disposed of them last year."

Farming corporations can play a useful role in agriculture, and
particularly for family businesses that in an earlier day would have been
loosely described as partnerships. It is difficult to justify most types
of large corporations in farming by conventional economic testé of efficiency
in resource use and management. Thosewe now have are largely a consequence
of farm price support and tax policies, which were aimed at family farmers

and badly missed the target.

Philip M. Raup, University of Minnesota
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