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bv‘aformal seminars, and publications haﬁe endowed it with legitimacy.

.m feu lmr:! Economi;

‘ORGANIZAIION AND CONTROL OF THE U. S. FOOD
AND FIBER SECTOR* ‘

 vR.J;LE}ldreth,>Kenneth R. Krause, and Paul E. Nelson Jr.

This topic needs no justification. Years of informal discussions,

- With the use of a dexterous mix of research, administrative, educa-

- tional, legislative, and judicial processes, society can determine its

own economic organization. Such social determinations are not new.

Consider what our>forefathers accomplished with the Northwest Ordi-

o ) , |
nances of 1785 and 19%7,‘and later with the Homestead Act. Enough

people now are aroused to force otganizational decisions of a similar

- magnitude between now and 1985. 1/

Present research and education efforts have not provided the infor- .

' mation and'insights needed to make such decisions. Thus, this paper

attempts to make a start by: (1) restating the issue of organization

~.
.

and control of the U.S.vfood and fiber sector; (2) reformulating exist-

ing ideas in a manner which we hope will disturb the mental sets of our

vcolleagues about the organization and control issue; and (3) suggesting

p0531ble research and institutional approaches for providlng guidance

R. J. Hildteth is Managing Director of the Farm Foundation,
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which policy formulators will need to make rational decisions.

Obviously, it neither attempts to present an organizational panacea

nor reports new data.

The Organizational Concept:
s : ,

We have a rich inheritance of micro-theory Which treéts economic

interaction among firms within markets.g/ and deciSionAfdfmulatibn

‘within firms. 3/ Neither of these streams of thought is adequate to deal

‘with the level of economic organization which we treat here. The market

1structure-cénduct—performance approach appears best suitéd for appraising

vbehévio: within rigorously delineated markets and for déveloping policy

- with an antitrust orientation. The use of the intrafirm approach, which

"f0cuses upon the internal decision process, is ill suited for our

- purpose.

Although organization and structure.are related they are not synon-
ymous. ‘The organization of a sector consists of the matrix of power
centers through which organization is controlled. 1Imn contrast, structure

consists of the number, size, and concentration of entities which compose

the sector. The organizational linkages may consist of markets, or other

arrangementsvfor decision formulafion and power transmission, e.g.,
arbitrage linkages spanning both money'énd commodity markets. Some

structures depend upon particular linkages. For example, the "Classical

Perfect Competition Market Model" depends upon market linkages, and

these linkages have to possess the familiar characteristics. However,
the essence of economic organization and control goes beyond any market;'

or a particular cluster of markets. 4/



Sector—subsector concepts v oo ' - o

In analyzing the economic organization of a sector it it helpful to

—

" examine units»smaller than the sector. We propose that the major orgar

l

'9'nizational unit for observation and analysis consist of individual sub*.f

: sectors. Implicitly’any,definition of a sector or subsector must be

arbitrary. We assume the food and fiber sector encompasses all activi-

‘ties involved in produc1ng, processing, and merchandisrng food and fiber

firms related vertically and horizontally," but we part company with him .

‘materials..

'We'agreelwith Shaffer’thatl"a subsector is a meaningful grouping of

when he 1n81sts that transactlons among firms are ‘limited to "market

relationshlps [14, P. 2] - Linkages w1thin a subsector 5/ can be market

relationships' or a rich assortment of other arrangements, 1nc1uding

contracts, and government;rules.'Q/..The present organization and con-

~.

trol as well as the rates of change‘vary.Widely,among subsectors. For

o example, the organizational‘pattern_of'the dairy:subsector'is different

from that‘of theibeeffcattle or hog-pork subsector, etc. The distri-
/ : :

~bution of'linkages via markets and administrative arrangements also

~ varies among subsectors.

Performance Measures to.Assist Social Selection‘Anong Alternatives =

~ If society can invent'much‘of its own future organization, what

'forms should society advocate? Obviously;'there is no single form which

best meets the needs of every subsector or those of society, forever’Or

even for now.' Fortunately, measures are available for helping society

'choose among its options and steer it way toward the desired format.
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- We suggest a set of performance evaluation criteria for measuring the

consequences of moving toward a particular organization._Z/ _If essen--
tiallyvis traditionai in character and includes: (i) technologicai
progressivénesg, (2) magnitude and extent of extérnalitieé, (3) efficienf
cy, (4)‘va1ués held by society, and (5) incomé, wealth, and power |
distribution. |

Society's choice of a parﬁicular ecohomic organizationrfor a sub-
sector.may not score eéually high on all of these criteria. For instance,
consuﬁers might choose to support a dispersed open market form of farm
pfoduction because of its income_distribution effects, at the cost of
less than optiﬁum resource allocation.V'Whiie we propose no dramafic

weighting system to help resolve such conflicts among measures, we sug-

- gest that the measures have to be utilized within bothﬂthe short and

long run contexts. What may appear to benefit the group but injure the
individual in the short run, may in the long run benefit the individual
as much or more than the group's short run gain.

Technological progressiveness

Whenever .a subsector or one of its components moves toward a more
efficient production function, it becomes more progressive. Of course
this disequilibrates the existing resource allocation and jolts it to

another equilibrium position. This is an opportuﬁity,cost for achieving

'improved'technology.

Here we recognize that more efficient production functions are
obtained by néw management techniques as well as by gapital'improvef

ments and technological developments. Also, we recognize that

[



- gross measure or indicator. o . : ' |
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technological progress by a subsector or one of its~compoﬁents may result
in,negative externalities for particular groups, or society as a whole.

Thus, a net measure of technological progressiveness is preferred to a

l :
|

Magnitude and distribution of externalities
Both positive and negative externalities are important. The nega-

tive are especially hard to internalize. Négative externalities may be

large, and the'distribgtiOn skewed so that the incidence falls upon a

small group or aﬁ individual. If‘an organizationalralternative cannot
provide for suBsténtial internalizaﬁion of negative externaiities; other
organizational optionsllikely should be cohsidered. |
Efficiéricz. ' |

Efficiency.has'thrée dimensions,‘each of which may be used és a
measure. The technical.dimensioﬁ is the familiér concept of resource’
allocation where. input and output priéés ére given. For a éarticular.
process this diﬁension is méasured by dividing useful output by total
input. This dimension is more difficult to apply to aﬁ economic ofgqﬁi—
zation.than to a particular economic process. Howeve:,'current effotts

to evaluate research programs may yield measures that can be redesigned '

to'apply here.

The economic dimension refers to the provision of not only the pro-

‘duct mix (including product safety and reliability) desired by ultimate

consumers, but the timing of such offers. Consumers would obtain their
products and services (given resource constraints) when they want them,

neither sooner or laper. One constraint of .this measure is the income
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audvpowerfdistribution.: A change in the income and power distribution
will result in a.change in the real demand of consumers.

The‘griciug dimensionvreflects the accuracy and the speedeitﬁ which
consumer demand and resource supulies adjust to changes in either or both.
Pricing efficiency is possible wichout economic efficiency. Howaver,
economic eff1c1ency appears impossible without pric1ng efficiency. -

An indirect measure of total efficiency, that is a combination of
all three dimens1ons, would be an index of consumer satisfaction.
Receutly such an index had been developed‘and is being tested. 8/ |
Values_ |

Values are the beliefs held by the members cf a‘society. Some par-
ticular ualues may be common te members of all subsectors, and each sub-

‘sectcr may possess values'nct held by any other grcup. We emphasize the
values which historically.appear to have been held in commoa by most
members cf burisociety, including mosc\membefs cf our food and fiber
sector,'andveach of ifs subsectois. Of ccurse, each person weighs the
.same values'differently_under different circumstances. Also, different
individuals weigh the‘same values differently under the same circum-
stances. We believe the set of values which Jchn Breuster so. clearly
identified 9/ are still widely held, particularly in farm and rural non-
farm America. While they will influence the choices of members of the
food and fiber sector, a competing set of values appears to be receiving

acceptance by-members of other sectors. 10/ The ultimate sector organi-

zation»willxreflect the outcome of the clash between.these sets of values.



Income and power distribution

fhe distribution of income and the distribution 6f,power ére inter-
related. These distributidns are composed of (1) the rate and relativg
* amounts received by the basic factors of land, labor, and capital; (2):
personal income and power as they are distributed across the subsector
under consideraﬁion; and (3) wealth as it is accumulated. Clearly alter-
native economic organizations will affect the distribution of income,
wealth, and power. Economists do not have the value.spécifications and
weights for identifying the optimum income, wealth, énd power distribu-—
tion for any particular subsector or for society as a whole. However,
it is of use to aescribe income, wealth, and power distribution effects
of alternative economic organizations.. History has recorded that when—
ever the distribution of inco%e, wealth and pbwer becomes extremely
skewed either toward complete eq;ality, or inequality, the sector or the
entire society, experiences extreme sééial un?est with resulting problems
of economic and social coordination. 11/

We are not aware of any broadly accepted set of weights for these
measures as they are applied in the consideration of alternative economic
organizations. There is no general acceptance thét the same weights
should apply for each subsector, and also for'society as a whole.

Forces Inducing Change in Subsector Organization

Uncertainty, technology, financing, and taxes, each induce change
in economic organization, and more often than not, combine their impact.
These forces induce change directly by affecting each subsector's link-

agés. Like ‘all forces, within limits they are guided by socio-economic



- and apply performance measures in selecting our organization objectives,
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policies. Of course, these forces vary in terms of their relétive impact

both amopg_subsectofs and-their components. ‘And, they wili operate

whether or not we attempt to guide them. However, if we recognize them,

/l B ,.

we are in a position to use them.

;Uhcertaintj

Thgre are‘méhy varieties of uncertainty. Some we feadily recognize

include: (1) business succession, and tpe"time spén available for seek-

ing redress of business related injustices; (2) commodity quality, and

flows; (3) priding; (4) inventions and their adoption ;étes; (5) the

emergence of allocative competition from forces and sources exogeneous

' tqlthe subsector; and (6) acts of God.-

“Let us consider (3) and (5) as illﬁstrations of how these forces can

<

 result in changes in economic organization. U.S. business and agricul-

~.

ture are subject to conditions sﬁch as‘briée leveis,iintefest rates, and
personal incomes which are affected by internatibnal develépments, With
the suspension of gold sales by the U.S. Treasufy on August 15, 1971,

and the announcement that it would no longer administer the price of gold

‘at $35.00 per fine ounce, a generation of stablé gold—dollér prices -and ‘

exéhange rates came to an end. [16] Conditions of the international

money and commodity markets are now‘effectively transmitted tQ domestic

'U.S. business and ;épecially the food and'fiber sector. - The uncertain--

ties of international commodity prices and'fofeign,exchange rates are now .
a part of the U.S. busihesé"environment, élong with our historic tariffs;

quotas and trade rules.' International monetary conditions require that
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i’developments in.commodity prices abroad or in the foreign exchange price }»l
‘l‘of the dollar be offset by changes in domestlc U S. commodity prices or.
“interest rates. |
| Subsector actors '-vniust c_ope with such forc;e's_l as best th‘ey ca,n.‘ The h
_rise of’manyvlarge multijnational corporations is one‘response.‘;Such
;corporations,have adjusted to such uncertainties with consummate‘skilla
12/ Today, even, ‘more than previously, large corporations appear capable,
more‘capable than small proprietorshlps and partnerships, of devising an‘
economic‘organization.for a subsector which can cope*with such situationsrv
Technology . | | | | |
| Technologv’remains a primary'force.for,inducing organizational‘change,:
.‘and it undergirds the other fordesiof change. .Its undergirding strength
3"is”derivedvfrom»a set of values that haS'the'greater andimore efficient
output ofvgoods and services as'anrendvobjective. ‘Historically,‘people’
'r have had ingenlous 1deas, and clusters of technological development have
'emerged around particular inventions; along with a. set of institutlons
g‘which support indiv1duals and groups who seek new technology.
Such processes, however, are not sufficient to develop a coordinated
" attack on~aupartiCu1ar problem of substantial scope~since they often are
uncoordinated;,both within_and hetween the private and public.sectors;
fAnyhoptimal mix is'due tolserendipity. Direct and indirect'financial
support.is=fragnented ias is the-conduct of the research. The outcome-
and consequences often are not. projected if ‘even considered. ‘
- Thus, it is not surprising that the adoption of new technologies

and their associated economic reorganizations often result in substantial
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! negative éiternalities &hi@h are neifherwautOmatically elimiﬁated, inter- -
nalized, por'compensated for by fﬁé adopting subsegtors; For exampleg
_thevgrowth‘of multi—estaﬁ;iéhment an& multi—locational.ffuit'and‘feéetabiew -
proéeséing combanies, in pért stimulated by a new f;ééz;ng‘protess,
,affectéd nof only thé_loca;ion of éll food prdceséing:estéblighments,_Butl
tbe‘fypesbof plahts,grown,-the‘planting-hérveéting schédulihg,'and fhe
merch;hdising practices of?sevefa; subsedtdrs. The net ;ésﬁlt_iﬁcludéd:
fewet aﬁd larger farm firms whose coﬁtraqts'with.ﬁfdcé330rsFStipulated'
mérg-proceSSOr directed farm pfactices as well as a;testfucturing‘of
merchandising”practices at wholesale and rétail. H

Frequentlj, ﬁegative.externalities'arehborhe by members of a parti—.
cular componént either withinvthé éame_of in a related subsec;or.g,HoWh

,vever, any skewed distribution of real or imagined injustiqes is hard to.

. agcéﬁt,vpggticulafly if ‘a burden falls upon a clearly~idéntifi§b1e group.
'Tﬁis may’partially ekpléin the rise of'éonsumér groﬁps._

: 'Finéncing |

- ‘ ,Finéncing ié.ambng the priﬁary forces facilitating,o:ganizétional
chaﬁge. 1t is a prere§ﬁisite‘for the,dévelopment of neﬁ tecﬁnologies
‘and fhe;functioﬁing of programs. Source pf financiﬁg may iead'fo,adop-b"
fion 6f a particular organizational forﬁ. Historicélly, the fiﬁancing
of'c§tton.froduction by the cotton‘gins_iilustréfés this poinf.

‘yedium‘and laige sized banks and other sources of fiﬁéncing préfer

‘_fo lban t§ moderafe and iarge sized corporations rather;than to proprie-

torships, thus encouragiﬁg the corporate form of business. Also, the

~
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hagnitude’df thevfinAncing.ﬁeeds méy.require the obtaining of funds:':
directl& frdm thébpubiic.  Agaiﬁ'thé‘corporétion is in a favoréa position.
B In the pan the small size of mosf.companies:in the‘fobd and fiber
Sectorvhés meant that their capital,‘Beyond their‘owﬁ saﬁings, has been"

N Supplied”by‘crédit-faéilities located primarily in rural}areas;_ More

and more the'emergence.df large-scale operations has increase the absolute

"dollérs-réqﬁirédéby mgn& fdéd and fiber subseétofé.‘ Sﬁch'incxeases; along
:With:rising land prices could result:ih an ihéreasing relianée upon largef
"nonrurai credit §6urces. Such increéées in scale alSoAcoﬁld resﬁlt'in
the cdpsolidétidn of'exisfing férﬁ firms. - |
Tax rules

Ta# codés and their.intefpfetatiéns sfeer ﬁany availé?lé resourqe§‘
" to activities ﬁhich otherwise woﬁld‘be‘less éppéaliﬁg. The power to tax
préﬁidesJopportunities to‘create as well as to destroy. _Ihﬁs, the
>7bestablishmehf of iﬁ&estment crédit aﬁa\rapid dépreciatién ruleévaffeété&“
the flow of resources. Aﬁong the beneficigrieS-weré owners of dep$rta
\'ﬁent Sfore“and_office'buildings,'andvfhe pétfoieum induétry. Thesé rﬁles
aISO\haVe encouraged an incursion acrosé subsector analsubsecﬁor cbﬁpé-
ﬁént:bouﬁdaries that otherwisé might not have ocgurred,Aor a£ leastvth
so extensivély. The citrus, nut; and‘brbiler subsectorsldééument thié
'histqrically fof‘the farm‘prodpction comﬁonent, Today‘it appears that
the‘§att1e-beéf:subséctgr”may be'experiénéing a 1ike incursion from

outéidé the food and fiber:sector.
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| Guiding the Forces Responsible.for Change

Policies and their éupportive rules guide the manner and the‘extent"‘
to which forces __fesi:onsible for change influence the coﬁsequences’ of
alterﬁative organizatiénal linkages for powér transmission and decision
formulafion. Sﬁpportive rules suchvas those éovering property incipdex
the written and unwritten understandings by which men and their institufb
tions operate in the daily pursuit ofvtheir interests.

‘Rules may 6r may not carry thé formality and societal approval
represented by laws. They may represent an alternative to the mainte-
nance of a colleétive unif with<enf0rcement authority. Such collective
'éontrol rules may be either pﬁblic or private in:characfer, érva ¢oﬁbina—.
tion. Their jurisdidtional'sphere may.range'from within a company to a
Léubsgétor or a sectoer If public in form they may range from local fo‘
fedefal ownership. .

The point of importance is that i% clearly défined, and agreed upon,
control rules éan substitute for collective enforcement units, since they
become guides for coﬁduct. Thus for members of components of subsectors
little if any -administrative interpretation is required by parties Qpera—
ting‘under théirvguidance. Policies with supportive rules can serve both
as sources of change aﬁd constraint. We émphasizé fhat feiian;e upon
policies with supportive rules is more apt‘to suc;eed within a deﬁocratic
,s§ciety, primarily because such a society is most conducive to the "care
and maintenance” of adequate feedback mechanisms.

The establishment and alterations of policies and their supportive

rules offer subsectors and components of subsectors, the opportunity to
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move incrementally toward the organizational format which each desires.
Once the society's organizational goals have been established, we con-

tend our "institutional eccnomics cupboard’ is rich with possibilities

. !
- [9]- It is with respect to the implementation of organizational goals:

by means of policies and their supbortive_rules that we maké some tenta-
tive and suggestive comments. |

A number of economists have become particularly interested in
property rules, ipcentives, and economic behavior [7, 15, 19]. Furubotn
énd Pejovich [7, p. 1139] refer to "property rights'" as:

", . . relations among men that arise from the existence of things

and pertain to their use. Property rights assignments specify the
norms of behavior with respect to things that each and every per-

son must observe in his interactions with other persons, or bear

~ the cost of nonobservance . . . property rights . . . can be
described, then, as the set of economic and_social relations de- -
fining the position of each individual with respect to the utili-

zation of scarce resources.'

The "inclusion of property rules in
economic analysis chaﬁges the theory of‘production and‘exchange
[7, pp. 1137-1139]: '"The organization [firm, government bureau,
"etc.] per se is no longer the central focus; rather, individuals
-are assumed to seek their own interests and to maximize utility
gubject to the limits established by the existing organizational
structure .‘. . the property right approach can be understood as

an attempt to formulate empirically meaningful optimization

problems by associating the utility function with the individual
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decision maker,.and then intrqducipg_specifig gdntentjinto the
fﬁnétiOn. In this way it becomes possible to‘cbnsider theibehar
ﬁi&f of the decision makérlwithiﬁ-the firm,‘goyernment bufeau,
~or similér collective agency [or the totality of the economic -
‘organizatidngwithin‘whigh allvare functionihg]‘; . . From é"

- practical s£andpoint, the crucial task fof the new properfy:rights
aﬁproachiis to shgw’that the cqntenf of property fightS'éffecté
alloéation and usé of resources in specific and predictable ways."
| -Theée ideas suggest the existence of a wiae range of means of imple-

'menting:the organizational goals for specific subseétofs, and_for |
~society as a wholé.b A$ Wunderlich points ouf [19, p. 4], virépally all
of thevanalyses of ecénomiéts take for.graﬁted thé divisioy-of powers
.and authorities préscribed by the Constitution of the country fromd
whiéh.they drew.their'éducétion and experience,'-Thus; most Qf ﬁhé ways
of‘implement_policy goals (including‘éfganiZatibnal) that ec§nomiéts can
think of’f#ii within a given set ofrproper;yvrules. Fpi instancg,
"nationalization of industry" within the United States historically has
been ﬁnthinkabie. | |

| vSuppose for any given subéector,.the orgahizatio#ai goal is.to Reep

a*lafge number. of farmers and marketg With'maﬁy buyers:and Sellers,fpr |
:farm produéed commodities. ,Varioué Changes'in;existing p#operty (con-
»t?ol) ruleé.coﬁld'éssiéf.’ Fbr example, iuleélcouid'be establishéd t§-
prevent a farmer from-sellihg faw farm matefials to a prbcessor‘(qr

first—level sale for fresh products) unless sufficient materials were
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transferred through é_market with a stipulated mininamznumber'of buyers
and sellers.
In'contrast; asSume‘the goal for a subséctor is eﬁthér an integrated
or‘COrporate ofvoooperatine economic o;ganization‘ in thié instance,

~ the rules suggested for the preceding illostration woulidi have to be

éltered substéntially. In»addition;vtovobtain a satisfactory subsector

performance (in terms of the measures discussed above}, such a corporate/

oooperative organizétion must provide incentives for individual employees -

to achieve that performance. Usually this would reguive the maintenance

of inoentiVes forpindividuals af different levels of t&e~cofporate/
‘coooérative organization. Hence, some method of meterﬁng:inputs,
useful‘oufputs;‘and reiated rewards woul& be required. 13/ |

Changes in rules that affect information flows have very signifi-
cant effects upon orgéniiotion. Many queétion the aﬁgqpécy of presentlv
vinfOImation flows for wise public and‘ofivatevpolicy formulation. For
example;‘thé'Seourities-and-Exchange-Commiosion isvattemptingvto obtain
_‘fullervdisclosure of information pértoining-to the economic perfofmanoe .
of corporations, not oniy for the benefits of private investors éno"
oublic policy'decision mékers but for the mainténéncé.oﬁ“an éffectivo
securities market.

An'increasé orndecréaSe in market news and price repo;ting will
1nf1uenoelthevtyoe of strucfu:e that io encooréged--agen market, coi;
porate,fcooperafive, or'gonernmental. For nny modelvof'economio

organization to perform adequately in our society rules likeiy'willlnéed.

to be changed to require more disclosure onxfhé'part of large power"

e e e



clusters, as well as more information about the méfkét; 14/ TImproved
inforﬁation loops‘and é viable rulé strﬁcture can hélp preserve or
develop a:dééired economic organization.

B Pfoperty, income, and capital gains~taxes élso-éan be usgd to helé |
vattainvtheadesired typeiof economic organizatibn.” Fu?thermore, thgy
‘cén be used to.eﬁhance over-all competitidn.i'For}example, conglomerates
historically have reported and paid their cofporationrihcomé‘faxes only
ﬁpon a pooled incoﬁé basis, i.e.,gupon earnings of‘the éompany as a whole.

An alternative tax rule which would require them to report operating

income:and'pay their corporation income tax field by field could
veliminate "balancing off" of'losses‘[3]. | .

Of course, such Chaﬁges in pélicy_rules and prope?ty fights as we
have éited:areifundamental changes. 15/ »The'ability of a‘subsecfdr to
make these»changes depends much ﬁpon its basic.vélue struétq;é, and that
of all other subsecﬁors. fFor ekamplé;:cénsidér Deméét;s suggestion,
cited by Furubbtﬁ and Pejovich [7],‘£hat propérty.rights develbp fo
internalize envirbnmentai externalities when the gaiﬁs of internaliza—
tion become larger than its costs. The peréeptién of costs and benefits
df‘externélities versus internalization depends upon the vieﬁrof each
spbéector, and 6f.society, which are in turn greatly infiuehced by their
vvalue\St:ucture#.; Thus; rule changes can be utilized in an impersonal
ménher to guide{sﬁéﬁ organizational forces. fheir effectiveness depéﬁdé

both upon their ciarity,and upon their acceptance by members of each

subsec;orfand‘by'society.
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- Research Approaches ’ B

Numerous methods are available for quantifying the differences ahat

‘may be associated with a fundamental change in the organization of a

subsector and its componentsQ Three methods of particular interest

include: (1) an in-depth appraisal of experience either of another  sub-.

sector or a component in another country which has undergone an analogous

change; (2) a éystems approach utilizing rigorous synthesizing and simu-.

lation to quantify consequences of adopting alternative organizations;

and (3) a Delphi analysis.

Let us consider possible reorganization of the corn subsector. The
question might be: What are the potential consequences if the three

componenté of the corn subsector were vertically integrated, with pro-

'ducfionfoccurring only upon a few farms or in solar energized greenhouses?

-

' The first approach might consider the historical and analogous
experience of other subsectors. Granting imﬁortan; sector differences,
useful insights can be gained from the history of broilers and lettuce,

or from differences between pork production in the United States and in

- Denmark. Many economies with longet histories than ours may have rele-

‘vant organizational messages in terms of already tried alternatives.

The systems approach would enable"the'simulatién of a wide range of
matrices Qf power centers and organizational link;ges.- The'resulting :
Qfganizatibnal forms could be compared in terms of specific dimensiags
such as: price, quantities supplied, profits, etc. Measures of'péf-

formance could be developed from these'comparisoné; A qﬁantification of

the existing system could provide a basis for ascertaining the extent
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and kihds of change that might result from the‘alternative,organizations.

—

Examples somewhat illustrative of this approach include the studies of

- the Nigerian‘and Korean agricultural components bf their food and fiber
secto:,‘and the ongoing ERS—university,cooperative_hdg—pérk subsector
studies [8, 10, 17].

The Delpﬁi épproach would involve the independent questidning and
requestioning of members of each component of a subéector with respect
to what they indi?idualiy would forecast as the consequences of such a
‘reorganizatioﬁ, for their subsector aﬁd each of its components. Members
of the econoﬁics,_Businesé, sociological, and anthropological "fraterni-
ties" would aiso typically be incorporated in the questioning. A
géneralized'oéinion of the consequehces of a subsector re§¥ganization

;could be derived frém such reiterative questioning. These results, of

vcoﬁrSe, will différ substantially from thbse.thaﬁ might ﬁave been
obtained from a single survey.‘ M

In speéifying organizatiohs and approgches for researgh the fol-
lowing points might be considered: (l)‘study subsector organizations that
include movement from the few to the many, as well as from the many‘to
the feﬁ; (2) indicate the»probability that each drganizatioﬁal alterna-
tive may occur; (3) recognize tﬁat the more remote tﬁe possibility of
a change from one.form of drganization to another, thé greater will be
the prdbability of error in assessmepts;»and (4) didentify fhe éecondary
effecté that may accompany the adqpfion of é pérficular organization

_ (for éxample, the émergence of unionizatioh, or.demands_for new forms

of regulation, either through private associétions or public agencies),
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:organiiation; E
| A-caveét is in order with respect to dbing organization and cohtfolv |
"reéearch'and éducation‘within the food and fiber sector. The food and
‘fiber_dafa syszem ié rapidly becoming obsolete for such research ahd“
education. l§/' The proposed research and education task will require
new, in addition to present data. The new data will need to be collécted\/»

and aggregated on a‘different unit or building block of observation than

firms, marketé, and industries. We suggest that the subsector might_Be

 considered as the basic unit for observation. In any event, unless

~éc6nbmists give thought and effort to reconceptualization of the food -

and fiber data systém, their other;prbfessional efforts ﬁay1yieldbscan£

accomplishments.

~ Conclusion and Recommendation

Concern has been expreséed about the state of health of the Agri-

- cultural Esﬁablishment. In his classic paper Bonnen put it very succinctly

when ﬁe>concluded, “[The Agriculturél Establishment] must exhibit far
more'réievance'to,the broader objectives of society” [5; p. 1129]. Whilé
we.ﬁaQe argued that in large measure any subsector or sector can invent
its own econmomic organization, we ackﬁowledge thatrthé "invented organi-
z&tiéhﬁ must‘néf Be grossly inconsistent’with the broader objectives of

the society of which it is a member. We also agree with Bonnen that

. the USDA's research thrust increasingly has been toward the adminisfraf-

tive problems of the "here and the now" for large action programs [5,

p. 1120].

\ -
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There is a need for the universities and the USDA to cope with

longer-range problems. The appropriate futu:e'economic organization of

the food and fiber sector and its subsectors and their components has

i

. become of paramount importance. The time has come to create a new

collectivity at 'the national”level to.deal with these problems (and
opportunities). Let's'gall it: The‘Nationai Institute for Food and
Fiber Research and Education.

The reseérch and‘educaﬁion task to provide the guidance which
subsectors will require to invent much of their future economic organi-
zation is important, massive, and incredibly complex.  The task will
require more talent and resources than is currently_aséembled within any
singie research or education agency, or univeréity. 17/

The Institute would be charged_wifh the responsibility of: (1)
establishing research programs géared to intermediate and long-range
problems; (2) disseminating results to policy‘formulating agencies (public
and private), and (3) cdnducting broad educational programs to increase
feedbacklloops between rese?réhers, members of the food and fiber Sectér,
policy makers, and the rest of society.

More specifically the Institute would meter all federal funds for
research and education which focus upon the organization'and control of
the food and fiber sector. It would maintain a staff of professionals:
to plan and coordinate the résearch—edﬁcation efforts. However, most

research could continue to be undertaken by existing agencies, including

the universities.
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The Institute might be directly accountable to . # receive its funds

~ from Congresé. The Congressional committee established to oversee its -

activitiesbhopefully would include a cross section of our total society's

| répreSEntatives, élthough it might appropriately‘berﬁeightgd with
representativg; faﬁiliar with'the'food and fiber'sectnx. |
Paramount attention Vould be paid the research.reiated fd the infor-
mation needs of the Congress and the E#ecutive agenéiES concernéed with
incremental improvements in the cuffent organization of the food and
‘fiber sector and its subsectors. 'It‘aiso would analyze longer-range
problems and impacts associated with the invention and adopfion of new
technologies, environmental problems of the sector, etc. The output
"would be the delineation of alternative policies and probable consequen—
 cés of each. These results would Be coﬁmunicated to the food and fiber
sugsectors, to the public,rand to the Congreés;

T Reorganizing a sector or subsectof is much more difficult than
proVidihg gﬁidelines and incentives for‘appropriaté organization in the
vfifst blace. The alternative to the’majof thrust which a new Institute
éould’provide is to continue to react too late.with too litﬁle. With‘

. sufficient c;eativity and investment;‘subsectors can channel thé forces
| of change to their benefit and tﬁat of society} The timé_to marshall
the nééessary‘reséurces and informatioﬁ is now.
| | Footnotes

#The views expressed in this paper do not necessarily rep;ésént
4mNeitﬁer_those of the U;S;’Départmeht of Agriéul;ure, or thése of our

colleagues who made constructive,suggéstionsé:,D.M. Bell, J.C. Bottum,
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H.F. Breimyer, A. B. Carr, Grant Devine, P.L. Farris, K.R., Farrell,
M.D‘ Harris, G.D. Irwin, LTR; Kyle, J.E. Lee, Don Péarlberg, A.B, Paul,
‘D.W. Regier, V.J. Rhodes, W.N. sCh511e£, Rainer Schickele, J.D. Shaffer,
TT ,Sto{it, W.B. sﬁndquis‘t, W.F. Woods, C.E. Warne, E‘.H.‘ Wiecking, G.L.

“Wunderlich, or our formal discussants: W.P. Falcon, G.A; MacEachern,

“and A.C. Hoffman. Any remaining errors are ours. The order of author-

-‘sﬁip was determined by a random procedure.

1/ Today's situationvappears incredibly more complex. Change in

'Organization must start from the organizational format extant at the time

- of Changé;' The existing laws, rules, and institutions act as both con-

_straints and guides to change. HoWevér, this does not preclude considera-

.~ tion of organizational alternatives which might require substantive

changes in these laws, rules, and institutions.

If we limit consideration

oniy to options that appear feasible under existing laws, rulés, and
institutions, we could miss the "oppbrtunity bﬁat” completely.

2/ The contributions of Bain, Cassels, Chamberlain, Hoffman,

' Nichdlls, and Robinson come to mind, along with those of other colleagues.

A 3/ The_writings'of‘persons like Baumol, Cyert, Dorfman, and March .

illusttate the kinds of contributions to which we fefer.

75] The recent NorthFCentral Régional Extension Publications [12]

‘illustrate current thinking which is moving toward research and evalua-

~ tion of economic organization that goes beyond the boundaries of a

market, or a cluster of markets.

5/ Subsectors identify specific economic activities such as: cattle-

beef; broilers; citrué; hog-pork, etc. Thevaggregate of all such

<



=23 -
subsectors.constifutes the food and fiber sécfor. Comppnentsbaommon to
each subseator include: inputs; fa;m production; proceasiag and mer-

Achandisihg ofvfarm products. |

6/ In anjasubsector the aliocation of producfion; and thus assets,

‘constitutes'a major problem for the relationship of firms moving»tbward

. a_highly controliaﬁ and integrated Organization. Alchian and Demsetz
suggest that in thebry a firm can do the samé»things a market does [2];

¢2/ kobe:t Olsoa in an unpublishedlmanuscript [13] has provided an
éxcellent review of performanca literature. ‘Itrdifferentiates between
'pErformance ﬁéasuras‘most suitable for the study of markets and those best
Suiteﬂ for aectofs. |
- 8/ The iasearch‘for the development of the Index of Consumer Satis-—
, facfidn,waé spohsored by ERS, USDA. Reports covering results'of pilot
testa arévcovéredlby [18]. - | |
9/ Brewster's list of primafy.values orrbeliefs included: (1) a
person does nof merit eateem 5yvself, faﬁily; nation if he places a life
_of‘easy ways abova iove of excellence,’and a vigqrous pursuit of it; (2)
ail‘men are of equal worth ahd dignity;-none are wise or good enough ta
maintain dictatqrial pawer over anyrothers; (3) proprietors or their:

- legal representafives dese:ve exclusive‘righﬁ to présCfibe the rﬁles
aﬁder which production units shall operate; (4) the individual and his
familj are responsible for their own economic security thraughout life;
(S)vwhere dissent occurs, both the dissenter and the group from whiah
he dissents are requnsible for seeking modes of thought that can résult

KMTin‘récbnciliation,,or "synthesis" [6, pp. 114-137].



- 24 -

lg/ fhis competing set of vélues might fe described as "elitist"
and appear to be associated with power centers. These clashing values,
as succinctly identified by Don Régier, include the following: (i)
Loyélty to.the power group overrides consideration of self and family;
(2) Men are not of equal worth to the power gféup—-some ;re expendible;
(3) The power group prescribes its own conduct and loyalty codes; (4)
Self preservation and economic security are attained through the preser-
vation and defense of the power group; and (5) Dissent from the codes
of the power group is resolved in the light of the p:eceding four
principles.

ll/ For example, the various utopian sociefies of early America,
and Russia prior to 1918.

12/ For instance, one executive declared that he was not parficu—
larly concerned with the éstablishment'of import quotas upon certain
products as their corporation maintaiﬁed a majof share of both the
domestic production, and the flow of the imports which the quotas would
have constrained.

13/ The concern about 'what configuration of incentives and rewards
and sanctions, and ideology is conducive to responsible individual per-
formance in various forms of economic organizatiqp" also is treated by
Breimyer [4, pp. 2-9].

14/ We agree with Mueller [11] that more and better information is
needed if we are either to maintain our present economic organization,

_ or to improve it.
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: ;é] We neither wish to leave the impression that the establishment
of'ruie changes in themselves offer a panacea for guiding future orga-

nizatibnal Chaﬂge, nor that the FIC approach is-unimportant. Rules éan
. L

i

. be used to strengthen anvfin group's advantage.“ Also, we stress fhe ;
. importance‘of éhaﬁging ruies incrementally. Drastic ?hahges iﬁ the
"middle of the game" rarely work well. |

16/ This view's ju‘stification_ is contained in the Annuai' 'Meebtings'
papef presented by the Economic Statistics Coﬁmittée of the American
Agricultural Economics Association last year [1].

17/ Thetdifficult task of obtaining people and funds sufficient'tb?
,génduct projectsvdf a large magnitude is reflected in éhe problems en-
countered intléunching NCT-105-Organization and Control of the U.S. Fogd
Prqduétion and Distribution‘Sysfem._ ”
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