
 
 

Give to AgEcon Search 

 
 

 

The World’s Largest Open Access Agricultural & Applied Economics Digital Library 
 

 
 

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search. 

 
 
 

Help ensure our sustainability. 
 

 
 
 
 
 
 
 

AgEcon Search 
http://ageconsearch.umn.edu 

aesearch@umn.edu 
 
 
 

 
 
 
 
 
 
Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C. 

https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu


(14) Skinner, Richard W. Consumer Moti- (16) Woods, Walter A. Psychological

vation in Supermarket Selection: Dimension of Consumer Decisions.
A Factor Analysis. Unpublished Journal of Marketing, Vol. XXIV,
Ph.D. Dissertation, The Ohio State No. 3, January 1960.
University, 1966.

(15) Watkins, Edgar. Customers and Their
Supermarkets in Two Ohio Communities,
The Ohio State University, 1974,
Hungate, Lois S. Research in pro-
gress.

*****7’C***

UNIVERSITYRESPONSETO KEYNOTEADDRESS

by

Bruce W. Marion
U.S. Department of Agriculture

University of Wisconsin
Madison, Wisconsin

I admire my friend Jarvis for his
willingness to address difficult global
issues. This paper is no exception. In
examining the growth and distribution of
power in the U.S. food system, Jarvis
has taken on one of the major issues con-
fronting our society in the years ahead.
The issue is not confined to the food
system, but if we understand and learn
to deal with power in the food system,
we may also be able to deal with power
in the energy, motor vehicle, and other
sectors. Thus, I give him a high grade
for selecting a major issue and honoring
his Cainsian philosophy of “Worry not
about venturing into areas where others
fear to tread.”

How successful was he in accomplish-
ing the task? Here I must confess some
disappointment. Although it is a mam-
moth task, I believe the subject can be

addressed in a more rigorous and enlight-
ening manner. The major deficiencies of
the paper are:

1. A strong tendency to generalize
without adequate documentation. A
more careful analysis of the facts
would have revealed where there are
problems of power and where there
are not, and added much to our
understanding of power in the food
systems.

2. A heavy reliance on concentration as
as indicator of power and an impli-
cit assumption that increasing con-
centration--at any level--affects
the distribution of power. Product
differentiation, an important source
of market power in food manufacturing,
is ignored. In addition, the distinc-
tions between market power, conglomer- .
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3.

4.

5.

ate power, and economic power due to
large size are never clearly drawn.

Reliance on a “grab-bag” of statis-
tics on concentration, some of which
refer to national concentration,
some to concentration in “relevant
markets,” and some of which are
essentially meaningless. Although I
empathize with the author on the
difficulty of finding accurate con-
centration data, both the data and
interpretations could have been im-
proved.

The causes of increasing concentra-
tion are given little treatment.
Yet, the consequences and the policy
measures for dealing with increasing
concentration are quite different
if the causes are mergers, economies
of scale, advertising, or market
ignorance.

The interrelationship between lotuses
of power was not examined. Although
I recognize that space and energy
restraints prevent one from covering
all aspects of the power question,
the interrelationship of power in
industry, government, and labor
unions tells us much about whether
those power centers are reinforcing,
restraining, or countervailing.

These are the major limitations of
the paper as I see them. They are sub-
stantial. At the same time, however, I
find myself largely in agreement with
the overall theme of the paper and with
many of the author’s conclsuions. Thus ,
my concern is not that a more careful
analysis of the facts reveals a differ-
ent scenario, but that such an analysis
markes the scenario less vulnerable to
attack and provides greater policy in-
sights. In the remainder of my comments,
I will flesh out some of the above
points.

First let me back off and offer a
few thoughts about power, the broad

topic which we are really addressing.
I see power as the ability to influence
key decisions. In the economic system,
some of the key decisions concern the
allocation of resources to various pro-
ducts and services, the prices charged,
and the distribution of returns to
factor owners. Decision control depends
upon authority, which is based upon the
ownership of resources in some cases, on
contractual rights in others, on granted
or assumed authority in others (price
leadership), and on sovereign authority
in still other instances (government
price controls). A competitive market
is one in which prices and the aggregate
quantity produced are outside the con-
trol of individual firms and are deter-
mined by the competitive behavior of
many buyers and sellers.

The concentration of resources in a
few firms or institutions tells us some-
thing about the locus of authority due
to ownership of resources. However, it
may tell us little about the distribution
of other types of authority. Food re-
tailers manufacture few of the private
label products they sell, yet they large-
ly control private label manufacturing
decisions via contracts. Food manufac-
turers may own and operate processing
facilities, yet are restricted in the
ingredients they can use by government
regulations. A fuller understanding of
power requires a careful analysis of who
has control over what decisions.

Power due to vertical integration,
conglomeration, or multi-national organi-
zation is fundamentally different from
horizontal market power and must be
examined using different indicators.
Economists differ greatly in their assess-
ment of the incentives for and consequen-
ces of these organizational forms. Regu-
latory agencies such as the FTC and the
Congress are also struggling to decide
whose theories to believe. Does vertical
integration occur largely to gain effi-
ciencies and better coordination--with
positive social benefits, or does it tend
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to foreclose markets, increase barriers
to entry, and further entrench market
power position--thereby creating negative
social benefits. Similarly, do conglom-
erates and multinationals arise due to
inefficient capital markets, lead to
improved resource allocations and allow
entry into industries with high entry
barriers--with favorable economic bene-
fits, or do they allow firms to engage
in predatory cross subsidization, reci-
procity, and mutual forebearance--with
negative competitive consequences. Con-
centration data is helpful in assessing
the market power of conglomerates and
vertically integrated firms in the indi-
vidual markets in which they operate;
these data may also provide clues of how
these firms, given their organizational
forms, will or could behave to enhance
their competitive position. However, to
my knowledge, there is no meaningful way
to measure the concentration of conglom-
erates or vertically integrated firms.
And without additional information about
their market setting, the organizational
form by itself (conglomeration, etc.)
tells us little about the effect on mar-
ket performance.

Theory and empirical studies of the
effects of concentration suggest that
some level of concentration within rele-
vant markets must be achieved before
market performance is negatively affect-
ed. Although agricultural production is
becoming more concentrated, it is far
from the level necessary for farmers to
realize market power. In addition,
empirical evidence demonstrates that
other structural dimensions of a market--
particularly product differentiation and
barriers to entry--also have important
effects on market performance. Thus ,
concentration in beef slaughtering is
likely to have quite different effects
than concentration in breakfast cereals.

Finally, concentration must be exam-
ined within relevant economic markets.
National concentration in food retailing
may effect the buying power of retailers
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in national markets, the conglomerate
power of food chains and their power
in the political arena--but tells us
little about the market power of food
retailers as sellers in local metropoli-
tan markets. For the latter, local con-
centration figures are obviously neces-
sary. The fact that 93 percent of the
convenience stores are corporate or
franchised units tells us very little
about market power in the convenience
shopping submarket of food retailing.
The same is true for national data on
the fast food business and grocery whole-
saling. I believe the level and trends
concerning concentration in convenience
food shopping, fast food restaurants,
and grocery wholesaling probably warrant
some public policy concern. Unfortu-
nately, the concentration data presented
by Jarvis is not for relevant economic
markets and hence neither confirms nor
refutes my expectations.

Both aggregate concentration and
industry concentration in food processing
are generally increasing (Parker and
Connor, 1979). However, a more careful
analysis reveals that producer goods
industries declined in concentration from
1958 to 1972, that consumer goods indus-
tries with low and moderate levels of
product differentiation have been rela-
tively stable in concentration and that
consumer goods industries with high pro-
duct differentiation have experienced
steady and significant increases in con-
centration (Mueller and Harem,Mueller
and Rogers). These results suggest that
increases in concentration are not due to
economies of scale in production, but to
scale advantages in product development

and differentiation. A recent economet-
ric study by Mueller and Rogers found the
level of television advertising was one
of the most important explanatory of
changes in concentration in food manu-
facturing industries. A study by Parker
and Connor (1978) indicated that the
overcharge to consumers due to monopoly
power in food manufacturing industries
was strongly affected by both the level
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of product differentiation and industry
concentration. Taken together with some
evidence that highly advertised foods
tend to be nutritionally inferior (Mot-
tern), these results suggest that adver-
tising created product differentiation
may be one of the fundamental problems
in food manufacturing; yet at this point,
public policies are incapable of addres-
sing this source of market power.

The performance trade-offs resulting
from different market structures is basic
to policy deliberations. Considering
such performance dimensions as allocative
efficiency, operational efficiency, ex-
inefficiency, product and process pro-
gressiveness, selling costs, product
quality, economic stability, and the in-
fluence on societal values and the poli-
tical process, I believe there is little
justification for high levels of concen-
tration in the food system. Moderate
levels of concentration in many indus-
tries maybe yield greater operational
efficiency and progressiveness than low
levels of concentration without serious
negative effects on other performance
dimensions. This is where I come out
from reading the literature. The trade-
offs vary, of course, from industry to
industry.

Concentration in Government
and Organized Labor

I have difficulty evaluating Jarvis’
statements about these two sectors. I
don’t know how to evaluate power in
government. It strikes me that the num-
ber of government employees or the size
of the government budget may tell us
little about power. A dictatorship may
have few government employees but tremen-
dous control over key decisions. Con-
versely, a socialist country may have
many government employees, a large public
budget, but decentralized decisions.
Without evidence to the contrary, I can-
not disagree with Jarvis--only raise
questions.

I was inclined to agree with Jarvis’
assertions concerning the power of or-
ganized labor in the food system. How-
ever, a call to two of our labor econo-
mists made me more hesitant. They indi-
cate that unionization has not kept pace
with the growth in the labor force during
the last decade. There has also been a
trend toward decentralization of union
power and decisionmaking as workers have
become more dissatisfied with contract
terms. Data to check on these trends in
the food industries are somewhat meager.
The available data indicate a modest in-
crease in the percent of unionized em-
ployees in food manufacturing industries
during the last decade. Data are not
available for food retailing. The power
of unions may be increasing in the food
system. However, I suspect it is at a
modest rate and may already have peaked.

So What?

In the last three pages of his paper,
Jarvis addresses the “so what” question.
Here I detect a sense of despair and
cynicism--largely because of the inter-
relationships of the big three power
centers. I confess I share this feeling
at times also. In spite of periodic
attempts to control and make more account-
able concentrations of power, such as
occurred during the Populist and Progres-
sive movements, historical evidence in-
dicates that aggregate economic power has
steadily increased and the concentration
of wealth has changed little during the
last 30 years. Powerful entities have a
strong instinct for survival; they may
lose an occasional battle, but their
resources, endurance, and resilience make
them betting odds to win the war. Un-
fortunately, even those public agencies
whose explicit mission is the control of
economic power, such as the antitrust
agencies, are largely engaged in a game
of charades. The rules of the game and
limited resources prevent them from
seriously attacking the citadels of power
in our economy.
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REFERENCESAlthough my moments of despair have
increased with age, I still believe there
are things that can be done:

1. We can pursue more vigorously some of
the “holding actions’’--suchas chal-
lenging anticompetitive mergers--in
order to slow the increase in concen-
tration.

2. We can launch a campaign for increas-
ed information in many areas of
government, labor, and business.
Ralph Nader contends that power, to
be responsible, must be insecure.
I’m convinced that information is a
powerful policer of power because it
eliminates the security of ignorance.
As a public, we have allowed much too
much information to be protected by
arguments of confidentiality. We are
just beginning to learn the power of
credible information in our food
system.

3. We can work for a fundamental reap-
praisal of the distribution of power
in our society and the rules of the
game. There are many ways of attack-
ing entrenched power--if we’re really
serious. Unfortunately, those in
power have a rather strong say in
rule changes. Such a reappraisal is
unlikely without a strong and sus-
tained public uprising.

4. We can pray that the trend toward
“syndicalism” ignites an offsetting
resurgence in concern for “the public
good.“

These, for what they are worth, are
my comments on Jarvis’ paper. Although
the paper has some serious deficiencies,
it addresses one of the most important
issues facing our society and is certain
to stimulate thinking and debate. I SUS-

pect this was Jarvis’ intent. From this
standpoint, he was certainly successful.
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