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Attributes and Functions of Marketing Progranms

Marketing programs were born és a resulbt of preblemsvengendef@d by the
"oreat depression.” Bub the economic embfyn of marketing agreements and orders
was graduaily and experimentally developéd by certain cooperative marketing
associations du:ing the 1920's. Their problems and tribulations need not be
recited here; yet, thoé@ cooperative marketing associations became convineed
that their own deviees were not fully adequate to achieve the poals envisaged,
New legislation and limited povernment participation were deemsd to b@ assen=
tial adjuncts.

When experiéﬁ@@ with marketing agresments showed that their signees were
"holding the umbrella” for the nonsigners, thoughts turned to a deviee whereby
everyone in the industry coneerned would be required to sup§0rﬁ the urbrella.
Thus emerged marketing orders with their uniform and industry%wide application
to all producers or handlers of the product coneerned. Such industry-wide
application of marketing orders has, however, often been misintérpret@do This
does not mean that the industry has no choice as to whether an order will be
intreduced; it does not mean that the industry is powerless to chance or even
to eliminate the order; nor does it mean that the industry, with its order, @anv
operate only asvthe industry desires.

Legislation clearly sets forth the pracedurai and administrative criteria
to be followed. The many important deﬁails of such procedures need not be
discussed here since we are interested enly in setting the background for
discussing eertain egonomie Questionso Bug Séveral significant points must be
underlined. {%irsts a clear and definite majority of the industry must pprove
an‘order before it @aﬁ be effe@tivgg E%mondg the California Director of Agri-
culture is required to detsrmine whether the avaiiable evidenee indicates tm

need for an order and that the proposed order meets that neeé} [?uxthermores the
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Directo; has the §uth@riﬁy to terminate an order which is in operation ifg.in
his.judgmentg it is no longer consistent with the legislative standardszl'

To assist him in operating a mavketing order, the Director appoints an
advisory board frém a2 list of industry nominations. Hub .the board cannot
make deeisions and act on all matters of any,cansequ@n@eo The bﬁaéd can only
vecomnend to the Director and he either approves or disapproves.

The general goals of marketing programs are mainly oriented in the diree-
tion of improving returns to producers. Althouvgh thelnirecﬁar is required to
give comsideration to consumer interests as well as to those of the indusiry at
largegfghe legislation is clear that its primary comeern is with the economic
welfare of produ@erézlfiﬁis Teconomic welfare® of producers is nmeasured in
terms of "purchasing power" which is sugpestive of, but not @omplétely identi-
cal with the "parity price” or "parity income" notions embodied in federal
legislation. ~Rather ﬁhan referring to a specific per cent of soms base, the
California legislation expresses its objective in terms of purchasing power
adeguate to keep in business én adeguate number of producers providing an
adeguate supply”of the commodity to meet the needs of @onsum&r§£}

To attain the various objectives enbodied in particular wmarketing pro-
grams, a set or battery of provisions and tools has been develeped over the
years., Some of»these provisions are of the more obviocus nature and supplemant
the ﬁypé of marketing legislation prevalent in most states as well as in Cali-
 fornia. ﬁetg other of the marketing program provisions are unigus in that they
cperate to any extent only because a program is effective. The major Provi=
sio&é‘or marketing tools, one or more of which are written in the varicus pro-
grams, includes grade and/or size regulation; pack and @@ﬁt&iﬂer regulation;

mandatory inspection and/or certification; unfair trade practices; advertising
and sales promotion; production, processing and/or merketing research; and

volume regulation, with or without stabilization poels and funds.
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At this peoint it ié advisable to pause a mémant and d@stroﬁ & false notion
whicé is prevalent® iﬁ the minds of many personsgﬂincluding éome whe have a super—
fieial familiarity with California marketing preéramso Too often the unfounded
thought is expressed that marketing agreements or orders are synenyﬁsus with
quantity restfiction‘and'ihat without that prgvisién there W@ﬁl@ be no programs.
Such a view may be & throwback %o the early days of programs when quantity
regulation was the primery, although not the only, reasenbmarkeéing controls
were initiated. In recent years, however, the situation is drastically differ-
ent. Quantity contrel, as su@hg is i@@arp@rateﬁ in only 10 of the 28 market-
‘ing programs currently in effect under California legislatiomi but evén for
those 10 programs, guantity restriction is permitied only with the approval of
the Director rather than being mandatory or auvtomtic.

In view of the economic s@gﬁifi@an@e and impii@ati@ms of quantity reét&iﬁw
tion as a part of the marketing programs, however, we shall later consider this
topic again. Now, we continue with the other types @f provisions. The nost
-~ prevalent pr@visiéas include "sales promotion and advertising® which is embodied
in 23 of the programs, and "production or marketing research® whiéh is incerpo-
rated>in 22 of the programs. "Grade or size" regulation and "inspection or
certification” are next in order of frequency. Then comes ”quagiity regulation,”
followed by Ypack or container' regulation, with the “unfairltrade practices”
provisi@n the least freguent. Alsag one may note that tﬁer@ is no fixed or
standard formula setting lorth which particular provisions are %o be incorpo-
rated. Bach sebérat@ warketiné program is tailored to meet the considered
. needs 6f~the comodity concerned, and there is complete fléxibility as to which
provisions are exgluded or included. Various combinations of marketing tools
ﬁay be drawn upon in the development of'prqgramso Alsg, a single commodity

may have more than one program in operation simultanecusly.
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IL is important to recognize that neither by legislative criteria nor by
admlnistrative procedures need th@ prmv15ﬁons or operational obje etvvws of
marketing programs be statie or unchenging over timso As long as the broad
general eriteria written in the state legislation are met, and the Director
makes a finding teo th&t effects a proposed program or an amendment t0 an exist-
ing pr@gfam may be approved by him. The various indusﬁries having marketing
| programs have taken advantage of this flexi%ilityo As with a blologiecal organ-
ismy, the instituﬁi@m&l erganism of a marketing agreement or order uﬁdergoag
mutatiénal and‘eveluti@nary chenges.

As an@‘séudi@s the evolution of marketing programs and surveysbtheir
changing @bj@@tivas.and @mphasisg one sess & moving picture of institutional
devel@pméntc Each program has its own special existence as doéa eaech indi-
vidual in a population. But the seeietal group gradually %akéa on new char-
acteristics as the older ones change emphasis and ferm. Thé @r@@ess of in-
stitutional mutation and evaluticn may with c@n&i@@rable articulation be
identified in the history and d@xelepment of marketlng programﬁo (;@ the early
days of maWketlmw programs, their primary pr@v131ons pertained to quantxty
control and regulatlcn which in practice meant volums restrl@ti@ng} Lager,
provisions for grade and size regulation, mandatcfy inspeetion,and eertifica-
tion assumed increased relative importance., And still later, sales pf@moti@n
and advertising along with the Spensarshiﬁ of researech received relatively
increased atten%i@nb, This does net mean that the @ider provisions were neces—
serily dropped as new ones wers adopted; rather; it means a éhange in relative
emphasis and balance. [?he development @f.marketimg programs fits in well with
Marshall“é "Principle of C@n@inuity”s‘"Thé new doctrines have supplemented the
older, have extended3 devel@ped, énd somstimes @orre@ted’them; and often have

giveh them a different tone by a new distribution of emphasis; but very seldom

" have subverted th@mof:7
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_Oé@ may question how extensively used are the Califorﬂia markebing progr%ms
by.the state's agriculturai industries. ﬁh@%her the énswer is "gonsiderably" or
"little" depends up@n‘tha vardstick of @oﬁpariséﬁo Since 1933, some 70 differ-
ent programs have at one tiw@ or another been in operation. A number of the
programs were effective for only a single season, and others have oparéted in
some form for as long as'ﬁd yéaréa ‘The av@ragé length of lifé of those 70 pro-
gréms is about six yearsg altﬁaugﬁ that figure @aﬁnct be a@tuariaily imt@rpr@ted
as an index of 1ife expeetancy. . |

| A% the end of last year, some 28 different marketing programs were in aétive.
operation under the autherity of California @egislationgfifhese 28 prégrams re=
fiecﬁ én average lepgih of life of nine,y@arég with individuval progr&@s ramging
from less than a ysar's dﬁrati@ﬂ to as much as two decades of operation. But 2
figure of 28 programs may not be impressive when compared with a totel of over
200 commereial @ropsAand products marketad‘by the state's agriculturai industries.
FSuch g@mpariﬁém% haweverg may be mislsading. A more meaningfgl set of indicators
of the role of marketing orders in the‘stateﬂs agricultural economy may be that
in 1955 the total farm value of all_c@mmcditi@s having orders amounted to
$390,000,000—=15 per cent of the state's total ecash P@@@i?tﬁ from farm warket-
ings or 23 per cent of the cash r@ceipts from crops. Another statistic is that
close to 35,000 pfodu@@r89 33 per cent of the state's farmers, were directly
affected by those programs, and a suﬁ&tantialiy larger number wers affected in-
direetly. These figuées are not eited to impress you with the dimension of
u bigness, a Californién traitlof which you must by now be well aware; the intent,
raiherg ig a serious one i@ plaece before you in proper perspective and baian@@

the eceﬁ@mie'p@sﬁti@n and role of marketing programs-

T ‘i
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Economic Implications and Inferences

To finanee the 28 marketing programs opsrating in 1955, the producers and

handlers directly csncerned with those procrams nrov1ded all of th@ nw@essary

funds. This amounted, in 1955, te almost @6g9009000c These expenditures were

borne entirely by the industries through-assessments on the parti@ipating Pro=
ducers and héndlers or precessors. The term, “Self%helpg“ is ap@liéd to these
%ypés of programs. vBut it is somewhat misleading. A‘m@re a?prapriate éescripw
tive phrase would h@ "gelf-financed,” and evén this'phrése would refer to dirset

immediate expenditures; for if the programs are successiul, over a period of

'time they preéumably yield suffi@i@ntly incressed returns at least to offset

" their ﬁireet.costs_%a the industries.

The question about the phrase, "self=help," is raised hers not only be-
cause of elariiy in nomenclature. There is alSQ the important issue of joint
participation between the state represented by the Director of Agfi@ultare and

the industries concerned representsd by their respective a&visory boards whose

 functidn is to assist. and advise the Dirvector. The industries presumably

~ initiate the pr@mulgatioﬁ of the programs; but once such agtion is taken; from

then on the state assﬁmes &efinité functions and has'éertgin weigh&y responsi-
bilities. Aside from thé matter of direeb finé,n@ial @osft’sg -the s*tvaise is defi-
nitely one of the ne@essaryrpartiaso Hence, marketing programs of this {ype
are nctiﬁhe‘r@sult af indnStry éut@iﬁs&minati@ﬁ and sélfmgeStatiam§vr&thar9
such crd@rs r@sult f?@m th@ 1n5uitutional c@habitatlan of the state gavarmmen%

and the lndusﬁriesov

To suggest the heavy responsibilities borne by the Director, the fellowing

sections from the Agricultural Cede (1955), State of California, are citeds

3183, . . .the director shall not issue such agreement or order for
the written assent of producers or handlers unless he flnds after publiec
hearing that all of the following are true:



“"(a) The supply of the commodity availeble for marketing
exceeds or 18 likely to execeed the demand therefor at pricss
which will provids a reascnable return to producers of the
commodity. : '

(p) The return to producers of the commodity will tend
to be increased through the opsration of the proposed mar-
keting plan. »

“(¢) The proposed agreement or order may be administered
without permitting unreasonable profits to producers of the
commodity and without urreasonably enhancing prices of the
commodity to consumers. ‘

®"{d) The proposed agreement or order will tend to prevent
disorderly marketing of agricuwliural products within the State.

“"{g) The proposed agresment or order will tend to provide
consumers with a move stable and adequate supply of agricul-
tural commodities. <
w{f) The proposed agreement or order will tend to establish
or maintain such relationship between the quentity of the
particular agricultural commodity marketed and the demands
- of the market for the eommodity as will tend to continue in
production such volume of the commodiity as is probable will
be needsd over & reaschably long peried of time to supply
the requiremsnts of the ceommodlity and Yo provide an adequate
standdard of living teo the farm operator and his family.”
From those eccnomic standards flow various economic implieations and
inferences. Fivst, it mey be noted that nowhere are the economic standards
- expressed in precise numerical or quantitative terms. No specific percentages
of some sort of "parity price" or "parity income® are directed. The Director
is not bound either to a simpls or a complicated numerical formuls. On the
contrary, the Legislaiion imposes upon him a tremendous burden in the exercise

of judicious wisdom compounded with economic thought.

‘In the judgmeni of what are “reasoﬂable" and "unreascnable® returns to
producers, in the determination of "unreasonably enhéﬁéimg prices=to éonsumersg”
in ﬁh@ sp@eifi@aticm of “such velﬁme as is probable will babnsedéd OVar 2 reasoni-
bly long period of time," and in fhe measuremend of'”anﬁadeéuate standard of 1iv-

ing to the farm opsrater," the Director is given no guide in the lsgisla%i@no
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Qnevmusé admit with eandor, moreover, that the economic science we have at hand
can brobably help 1itﬁlé in such n@rﬁative classifications, particularly fer an
ecoﬁami@ system that is characteriZed.by growth, changs, dynawmic structural
variations, un@@rtaiﬁtieap and the vieissitudes of various degrees of hot and
cold wars. Only restraint, supported by naive pre@bn@eptionsg'&eters one from
suggesting that perhaps the Director might consider supplementing his staff va
adminis%raﬁarsg @e@ﬂ@mﬁsﬁsg and lawyers with a bold and articulate philosopher.
‘ These qu@sti@né a2bout the Dirvector's resp@nsibiliﬁi@s with respect %o
volums restriction cannot be dismissed with only @avali@r'rec@gniti@ne’ Al=
though weighted with normative values, the standards ceﬁtainly involve economic .
reia%ionships and for that reason alone we must be concerned with the economic
impli@étions and inferences. |The standards are'based in large part, although
nct,eﬁtireLyQ cn a conventional Sﬁ&@i@rand partial equilibrium setting where
for each of the pr@ducts the demand functions faecing consumere and producers,
the short- and 1@&g=run supply functions of pradﬁ@ers?and the rest of the
Marshallian kit of analytical tools, concepis, and functieﬁs are known or ean
be estimaied sufficiently accuratéiy to serve as eperationél devices. WOulé
that we, whether éonvantional economists or econom@triciamss @éuld have at
hand all of that econcmic infermation in usable form so that at any tims it
céuld be drawn upen Tor poliey considerations and program decision mekingl
/Yetg some of uws might shrink with horror from suéh a thought. On@ can
} élready hear shoubs of protest. The cbjections might be for various reasons
ameng which we would likely hear the fell@wingg- yeu shcﬁid use a gensral
equilibrium analysis and nobt paritial eguilibriumg you should have a dynamie
model which i@@crp@rat%s un@ertainty;ggd expectations; you should be coneerned
with total welfare and not primarily predu@ers;}yau must;ﬁse a simultansous
equations approach; you should use activity anélysis-of production and éll@@ae

tions, or at least linear programming; how are you going to measure welfare
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and hanéle in%erpeésonal aé'well as intertemporal campariseﬂsgrand 86 on. And
froﬁ one Corner, somé@n@ might iﬁéudibly mutter; #Tf you could only get the
right isogquant, iseorevenue, ama‘isacost maps so yoﬁ eould s@t up the right
Edgeworth~Pareto box diagramsg you could get the eguilibrium solubtions.®

| The point I want to make is'tﬁatgian the premse there are mrketing
pf@gfams with e@@nemicvstémd&?éS?df“the type briefly indi@atedbearli@rg the
Director or a @ompéfabl@ administrator can obtain from economists cnly & very
limited amount of the economie inforustion compared with what he should have
in ordcer to‘do his job as set forth in the legislation. Yet, one éhﬁuld noy,
be overwhelmed with doubt and pessimism. Economists can and do contribute in :
the csmsiderati@n and Qgeratiaé of programs as marketing orders. (I venture to
say that without what the econowist can homestly offer, both the Dirsctor and
inﬂmstries would err more often and to a greater extent; in other words, we do
help them to make smaller 6r less frequent mistakes.

In addition to the legislative economic standards Which guide the Director,
there are other e@onemic @cnsidera£ionso These may be considered in terms of
the major functionél'activities which take pl&@@ in the operation of the orders:
administration, inspection, pﬁom@ti@mg and reséar@ho Time'permits>brief Com=
ments on the economic implications of only pr@motion and reséarch@

b"Pr@mgﬁian“ provisions are part of 23 of the 28 currently effsctive prgé'
gram§. The term "promotion” includes advertising, trade and consumer “educa-

Ationg" the employment of fieldmen for retail point-of-sale displaysg and similar
activities. In addition to thg/largerprop@rti@n of programs which use promotion
pr@@isioﬁsg'an@ther indicator of their role in Calif@fnia marketing pr@grém@visb

- that of the total @xpenditufesgfer'&ll activities under all programs, made in

1955, 67 per cent is elassifiad'@nder “?rem@ti@no" Sales promotion and adver-

tising are carried on to affect @@ﬂﬁumer~demanﬁg h@ﬁ@@saff@@ting the derived

demands at the handler and producer levels., In conveniional econcmic analysisg-
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conSumer’demand is generated by the iﬁt@facﬁion of consumer wuwbility surfé@@sp
in@oﬁ@s and prices. Adverdising aﬁ%@mgts to change the strueture of the consum=
er'ts prefereﬁ@ess thereby altering in certain directions his ﬁzility surface,
Although we néw hear wuch aboub da@th interviews, hidden desires, and impulse
buying, and advertising experis £a1k in,éerms borrowed from social psy@hol@gy
and group dyna@i@sp the cbjective of advsrtising remains one of shifting demand
upward by aff@@ting the consumer's utility preference system.

One .may ask what is gained by warketing program sales prcm@ﬁien sinés
advertising can and is done by mamy’private firms and orpanizations. The answer
invelves aabasic feature of marketing orders noted e&rlier; if sales pramoii@n
is éarried on under the avthoridty of,a marketing order, evérymne in the industry
must conbtribute te the financial support éf the adwertising. If the advertis-
ing is effective, each participant gaiﬁs in a sense earresp@nﬁiﬁg o th@‘bﬁ%ﬁfiis
a firm d@rivesbfram the influence of Marshallian net external economies. [él«
though Marshallian ecoﬁomi%s are generally assceiated with 1@ngmperi§d cost and
supply fuactions, corresponding eff@cts on the revenue and demand funciions @én'
be considersd to flow from inmfluences external to the firm and whi@hvyield
‘benefits common %o all firms in the induétrﬁ?]

[%;rkeﬁing order advertising ?rograms‘gen@rate nonprice @@mp@tition among
'prQQM@ts}‘ Sinece, in the short run at least, the "human stomach is inelastic”
and the t#tal consumption @fa.graup of pr@du@ts clossly'related in demand is
relatively fixed, a siﬁuaﬁi@n can develop where industries believe ﬁh@y}must ,

- advertise if only to h@ld'thei@ histofi@al share of the market. E%xsuch a ©ase,
sdvertising is resorted to as a bmitress égainst the industry's demand function
shifting downward. This type of interacti@n betwean in@ustries bears much
resemblan@e to what, in a different contexi, Joan Robinson termed "begger my

1

neighbor.”
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For reasons we need not pursue here, most producers and handi@rs seem to
have!am immeasurable amount of faith innths_@ff@@%iveneés of promotion and
advertising expsnditures. Yet, obje@@ive and substantive results to support
such faith are extremely difficult tb develop. The disentangling of short-run
and long-run results as well as multiplier effects, raise tremendous analytieal
problems. To answer simple questions often aské@ by industries, su@h as,
"should we advertise” or "how much shbuld wa. spend en advertising,” f@éui?@s
the boldness and confidence of an advertising account executive. The econo=
mists might reply in terms of7short%$un and long-run net marginal revenues

and net marginal costs of advertising; but unless those functions can be
operationally specified for the industry, it is helped very little.

In terms of frequency of appearance in currently effé@ﬁiﬁe prdgramsg
iesearck vanks aboub equélly.with sales promotion and advertising. Eut in
terms of tobal funds expended, research accounts for only L per cent, compared
with 6? per @ént for pramotieng Such @@mparison is misieadimg9 however, as an
indicator of the relative impeortance of re&earch’in the operation of mark@ting '
. programs. E;very sabétantial amount of research is drawn upen by the.marketimg
program industries from sources as the state university and for whi@h-n@ cost
account is reflected in the figures eite%; |

The research activities in which merketing programs are interested or

'which they sponsor not only are economi¢ in nature but often are technologieal,

although the latter have economic inplicatidnsa Technological research proj-
ects inelude, for axampl@g‘impfoved‘pr@cessing‘m@theds for caﬁnedbfruitsg
disease and‘pest‘@@nﬁfalg improved varieties, d@veiﬁpmenﬁ of new uﬁilizationsg

. improved @quipm@ntg &ﬁ@:SiEEl&F étuﬁi@s éarriad on by technical departments énd
forganizatiensﬁ .In terms of economie terminology and in@licatians; éu@h re= |
searches have the objective of discovering and developing new proéu@tién fune=

tions. Their economic relevance is bound in with the analytical concept of
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cost functions being'generated By the interaction of produetion funchtions and
their#derivaﬁive.functions with the cdst rates of produ@%ive services., As
éosﬁm@edu@ing methods of produeing "old" products affect industry returns
through the cost side of the profit equation, methods of produeing "new" prod-
unets affect industry returns through the revenue side of the profit eguation,
The industries with marketing ordef provisions for researeh are well awars of
the economic implicationég and to them production, pr@@essingg @f marketing

' research is a source of increased profits or decreased losses.

. Eeomowie and statistical reseaféh is drawn upon by a number of the mar-
keting programs. Of particular c@ﬁ@@rn to those prograns having a volun®e
regulation provision are the(§§6nomi@ characteristics of the demand functions
facing the iﬁdustréz} Knawlédge cen@ermimg price ané income elasticitiss, for
'exampleg as well as meaﬁureé of demand relationghips among‘various products
ére necessary for a rational operation of the veolume=regulation prOvisiénso
This is not to suggest that all programs have at hand, or seek to aeguir@?
such econonic relationshipép The range of "economic awareﬁass” vafies among
the programsg some ignors ecencmics in its énalyticél sense and sone“play'by
ear®; but several reach for, probe inte, and consider rather scphi@ticated and
techni@al econ@mié reiationshiéso

In addition to economie reséaréhes pointing to the demand side of ﬁhe
market, inecreasing attention is being,givén to supply. For purposes of pl&nning
ﬁarketing poliey, several of thebprogramSwmcling peaches, bartlett pears, and
lemon products, for example——are helping to finén@e resea?chés in objective
preharvast Sampling forecasts of the prospective suppliés available for market-
ing; Relisble and timely Forecasts of supplies to be harvested arg of particu=
lar concern to the orders utilizing}the volume=regulati@n provisions.

All of the various types of quanﬁity control have as their primary objec-

tive the increasing of returns {¥ou the sale of the crop. But in each ease,
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[gge paéti@ular éffé@ﬁs on prices and returns depend upon th@‘nature of the
relevant sﬁpply and demand functions, their price and income elasticities,
their stability over time, and {heir sensitivity to developrents in related
produets. The economic rationmale, in the most elementary cass, involves price
‘elastieitys while less simplé cases involve economie theories of price discrimi%
nation, market segmentation, and mnl@iple pr@dméts;}' |
The probl@m of multiplé products. stems from th@rintera@tion of crops which
are cﬁmpetiﬁg in demand, or which are produced and marketed in competing areas.
Interregional and int@rpr@dﬁ@ﬁ cdmp%ti%ion cannot be lgnored in the @perati@ﬁ
of volume control. A marketing program which disregards the indirect asbwell
as the direct economie effe@ts on compstitive products or ccmpetitive regions
is eventually,likely to find its objectives frusﬁrated and ité long=run relative

market position affected.

- Some Observations

The operation ef Califofnia marketing programs, with their apparvent
"success' in the opini@né of many particip&ﬁts and observers, has attracﬁe@
rather widespread attention from various cémm@dity groups in obher stateéa
Information seekers often suggest that if’they.“oﬁly could have a Kﬁrketing
program, " their Pr@bl@ms would be solved. Such generalization, however, may
be ill-founded., | .

Valid economic generalizations sbout jeint indusiry-state marketing pro-
gréms'are’diffi@ultg perhéps im@oésibleg to formulate in meaningful and helpful
terms. There are so manyvdiffer@nt types of programs which can be devel@péﬁ

~and each commedity has its own particular problems and circumstances. One gen—

eralization, hewever, can be noted with some confidence. Joint industry-state

markeﬁing programg certainly are not a mySti@al and all-powerful curative of



- “unemployment, old age and survivors'! insurance; federal and state employment

15,

mark@tﬁﬂg problems. Raﬁh@r, such programs arve institutional economic devices
effec’ive only for certaein types of preblems under particular cir@umstanéaso
i@y@h toe often marketing pr@gfams are viewed as acceptable substitubtes for

neenssary production adjustmentéol Where ehronic and persistent " overproduction”
occcurs, marketing programs are at beaﬁ only a pa11iativ@ to pr@vida time and
ald f@rv@asing into the b&Sicallylne@@ss&zy pr@duétien adjustmenis. Where
cyelieally de@reséed demand impéSéS pr@du@@r returns less than outaafep@@k@t
cosisB marketing programs can help to retain productive @apé@ity appropriate
fbr the time when the business cyele turns up againo In this respect, an
example is %hét of treé frﬁitsnfram orchards representing capital whi@h‘@an bé
reproduced only over a period of years. |

Although marketing programs were “éepressicn bred,® with:the passage of
time they have beeome "prosperity fed." Of the 28 marketing programs currently
effective in this”stateg definite expirati@n dates now prevail for'@ﬁly Four
programs, and.they nay be ccntinued ﬁiih reinstitution; the other 2L programs
have “continuvous" terms of operation and continue on wtil a contrary deecision
is ﬁade By the inﬁuﬁtry o the‘Bire@toro It is clear that marketing programs
have become a permanent part of our marketing institutionso

The characteristic of being "depression bred and prosperity fed," h@wever,)
is not unigue %o marketing programs. More 03‘1ess similar degreess of reta~

morphosis are evident in many other of our economic and soecial institutions:

~6fficés; bank and building and loan depesit insurance; home-mortgsge insur-
ance; labor-management l@gisiatieng and nany'oth&rsgvin@luding the federal
loan and storage price-support programgs‘ But an important institubional

difference betwesn the California marketing‘programs and the federal price=

support programs is that the latier are a vietim of pelitical econtroversy.
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Califorhia marketing programs, however, are not a subject of political debate
in the state. This does not mean, however, that they are completely noncon-

troversial. 'Conflict of interests often prevails within an industry, and i%

" is nob unusual for producers and handlers or even different groups of producsrs

to take'differenﬁ positions on thé‘ac@eptance of proposed marketing'orﬁ@rsev

The @onflict of economic interests within an industry can be resolved, for
administrative and éperaticn&l purposes of marketing programs, through a voting
preceduré specified by legislati@ne, But the conflict of econcmic interests
among consumers, producers, and handlers cannot be resolved by that procedurs.
Consumers, as such, have no direet vote in the acceptance or rej@cti@m of
marketing programs, alth@ugh consumars do have a2 powerful and telling voige
when they register théir votes with dollars gﬁd cents at the cash registeés
of retail outlets. The legislation clearly specifies that consumer inter@étg
are to be represented ané considered by the Directer in his judgment and ad-
ministration of morketing programs. The proposal that consumers be given an
independent wvoles in the promuléation and operation of marketing programs is
not heard as fre@u@ntly in recent years as in the pastol One may éuspe@tg
moreover, that such a prop@sél would not be given serious attention in light
of the still remembered éxperien@e with the Consumers Council of the prewsry
Agricultural Adjustment Administration.

Marketing programs were ﬁot diseovered in a social sclence laboratory,
developed in a pilet economy, and brought into vraetical use only after per-
fection through market tests. On the eoutréfyg the forerunne?S'of_the present
marketing programs were pub tégeﬁh@r and into effect under the pressure of
curreni problems needing attention in a dspressien-ridden economy. Among early
parti@ipanigg agriculbural economists are well familiar'ﬁith'thﬁ nanes=—alpha-
betieally: Elwer Braun; Chester Davis, Bud Haltg‘Bill Kuhrt, Si Smith, E. A,

Stokdyk, Jessie Tapp, Howard Tolley, Fred Waugh, Harry Wellman, and Franm Wilcox.
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During subsequent years, in considerable part through trial and error, market-
ing orders wére developed in their economie, legal, and &dminibtrative dimen=
sions into an artieculate and flﬁxible'instituziénal organism.

Although marketing order programs now have various types ef pf@visiensg
that of volume control has aiways attracted the wost eriticism. Yet, e@én@mists
have continuously been aware of thé double-edged features efbvalum@'@@mtrola
Almost twenty years ago, Harry Wellman cautioned that; "Marketing @én@rﬁl schemes
which are designed to 1limit the total supply markeﬁed for the S@ésen as a whole
are . - o essentially a palliative and should be . o - used @ély in acute situa-
tions o o o ©O go bey@nd that is to coury disaéteroﬂi/

Over the years various éc@n@mﬁsts have atbtempled to iﬂtr@du@e>andkdevel@p
raﬁiénal economic consideration of long-run as well as shori-run impacts of the
programs. In order to understand fully the marketing programs institutions,
economic analysis is necessary although nebt sufficient. Also neeessary are
phasaes of law, admiﬂistrative science, statistical analysis, p@liﬁi@&l séi@n@ég
soeial psy@héloggg and perhaps 2 bit of psyechiatry. It appears that economists
will continue to wérk thus with marketing programs until the Ford Foundation
producss full-blown "behavioral seientists.”

Ag @0mm0di§y groups work with marketing programs, @@nsidefing but not
always following the counsel of economists, the industry participénts gradually
learn economic priaviples and come to appreciate economie analysisq in sﬁﬂﬁ !
pragraﬁs the industry parti@ipaﬁté have accurulated a rath@r 5@phisticated
understanding of the economic prineciples involved. Su@h'inéustry p%é?le may'

not use professional jJargon, but they ére learning the significant economic

i/ Wellman, H. R., Controlled Marketing with Special Reference to Gélifornia
Fruits and Vegetebles (Berkeley: University of California, College of Agricul-
ture, Agricultuwral Experiment Station, MNovember 16, 1938}, pp. 9=10. Proeessed.
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relzbionships, it\ may ﬁel}. be that in the long run the spresad of "economic
literacy® will prove to be ihea rmst significant result emerging from the ine
stitution cf | marketing programs. As Marsh21ll has said, "Fconomic laws and
reasonings in fact are merely a part of thé raterial which Comscien@@ and
Common-sense have o turn to account in solving practical pmbl@még. and in

laying down rules which may be a gulde in life.®



