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MARKETING: WHO IS IN CONTROL

When the wheat on Colorado's eastern plains ripens each summer and
turns the prairie to gold, and when the combines begin their dawn to dark trek
from field to field, the farmers who raised that wheat should have a special sense
of joy in seeing its gleaming kernels rain abundantly into the bins.

But for many the joy has turned to bitterness, and the bountiful golden
crop has been labeled "fool's goid."

Even though wheat is the world's leading trading commodity, and has
great value as a vital foodstuff throughout the globe, it has been the source of a
great deal of economic frustration and despair for U.S. farmers in recent years.

How is it possible for the world's most efficient farmers to Le so excluded
from the scheme of progress? One farmer today supplies the food and fiber:nee_ds
for himself and 63 other people; in 1959, he was able to supply the needs of 23
others, and when our country was new, almost évery peréon was involved in ‘r-J‘jroé
ducing his own food supply. Why has the farmer's tremendous response tothe
challenge of production not met with rewards proportionate to that effort?

The answers lie in the complexity of the system which has evolved, a o |
system involving two and a half million individual entrepreneurs struggling',i.o
survive in 3 market place where both the suppliers they buy frbm and 'ihe outlets
they sell to are giants. The tremendous disparity of market power between ‘an
individual farmer and a large corporation is obvious. The feeling of helplessness
experienced by farmers in this huge marketplace is never relieved because most
farmers' marketing experience is limited to local elevators within 100 miles of home.

Recently, when farm commodity prices dipped to Depression years levels,
many farmers throughout the wheat belt began talking about marketing problems.

X
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The Kansas legislature initiated a special committee to review grain marketing
practices, Colorado farmers have joined together for a similar purpose in a
special Taskforce. Fourteen Great Plains states are considering joining an inter-
state compact to develop more market clout for wheat farmers. Bills o give
farmers greater bargaining power have been introduced in the U.5. House of
Representatives and Senate,

The need to find ways for greater farmer marketing power surfaced
again in the late 1370's when wheat prices dipped to devastating lows after
prosperity seemed within reach in 1973 and 1974. Prices took a dramatic turn
for the better in 1972 when the Russian crop failed. Everyone remembers well
the temporary shortage situation that year, and the now-infamous wheat sale.
Surprisingly enough, the actual percentage of fhe U.S. crop that went to Russia
that year was small, but it showed what a relatively small increase in demand 'c"a_nf o
do for wheat prices. ‘

At the same time, the World Food Conference in Rome focused p‘ublic - ‘v
attention on the spectre of food shortages.

Suddenly, all stops were pulled. U.S. agricultural -b'oll_i'cy called for all-
out production, "fencerow to fencerow," as the well-known c"g'uovfe goéé. The
efficiency of the American farmer was proved then, and with:that proof came
rapidly growing surpluses, falling prices, and broken promises.

By 1977, a severe depression had hit wheat country. The inflationary
tides of 1973 to 1977 had driven the cost of production to intoierable levels,
while prices had fallen to rock bottom. All the farmers who had gone into debt to
expand production in 1973 and 1974 got off their tractors and came out swingi‘hvg_Iin
1977. Enough was enough.

Since then thousands of farmers have become activists, seeking new

solutions, new approaches, new ways to gain control over their production and
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their prices.

What are the three basic approaches availobie to farmers?

One. of course, is to do nothing and let the marketplace take care
of the situation again, as many say it has done in the past.

Another is to turn to the government for assistance, but many farmers

feel that "if the government is big enough to help you, it's big enough to swallow
you too." Tradition and philosophy make it hard for farmers to give priority to
this solution.

A third approach is to initiate seif-help kinds of programs in which
farmers act together and solve their own problems. This is the basic idea behind
the Colorado Taskforce on Grain Marketing Alternatives, and will also be the
focus of the series of articles to follow. These will cover marketing orders, con-

cepts of supply control, and other approaches to marketing.
MARKETING ORDERS. AN APPROACH TO FARMER POWER

The American farmer often points out that he is the only businessman in
the nation who buys at retail, sells at wholesale and pays the freight both ways.

As an independent individual who must deal with huge corporations on
both the buying and selling end of nis business, the farmer is indeed caught in a
"no win" set-up. The history of American agriculture has been a series of futile
government attempts to solve the ever-present "farm problem". But solutions havé_'
been elusive because various factions of the agricultural community support oﬁﬁos-
ing policies, and because the consumer, with his greater numbers, calls many of
the shots on agricultural policy.

However, the agricultural sector of the American economy, shrunk now to
less th:'m four percent of the population, is beginning to recognize its untapped

power.



Farmers feer that they have been subsidizing American consuners at
their own expense in this nation of the cheapest food in the world for a long
time. They have become weary and are searching foir ways to organize their
ranks.

Actually, the U.S. Congress recognized as ear!y as 1922 the need for
farmers to be able to get together for marketing purposes. At that time, Congress
passed legislation exempting bona fide farmers from the provisions of the Sherman
Antitrust Act. - ~> g

Later, in 1937, Congress granted American farmers the right to gather -
together in federally sanctioned marketing groups in order to collect funds for
product promotion and research. This was the Agricultural Marketing Agreements

Act of 1937. Cut of that legislation came the Colorado Marketing Act of 1939,

which was modeled after the federal act.
So, in a number of ways, public policy-makers have'reCdgnized ‘:the:'hééd{”\;;
of farmers to organize themselves. But farmers have not historically taken full

advantage of the power offered them by Congress and the legislature.

Now, however, change is "blowin' in the wind" again and the marketing
order, a tool offered by both Congress and state legisiation, is receiving renewed

attention - both by farmers and opponents.
What is a Marketing Order

A marketing order is a legal tool which makes it possible for prodUCers-"‘
or handlers of an agricultural commodity to join together to deal with marketing

problems or create greater marketing efficiencies.

It is a SELF-HELP PROGRAM that is FARMER-INITIATED, FARMER-
APPROVED, AND FARMER-CONTROLLED and carries with it the weight of the law.

More than half of Colorado's 25,500 farm operators are presently organized
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v{a slate, so to speak, is presented to voters |n the referendum.. __

: _ ——quality control (4 provisions);

o mg a legal actnvuty if |t is approved.

o ‘(EdNote Thls bill 'failea.)

v ~p'|shed by a commlttee of producers whlch grees on aIIowabIe actnvutles and then

== establishment of research programs for improvement of production; harvestmg,

- -- disposal of substandard or unmarketable pr'or'ucts and

under marketing orders. There are market orders in the state for peaches,
{250 producers), apples (250 producers), San bLuis Valley potatoes {300
producers}, northeast Colorado potatoes (100 producers}, milk handlers (42},
and wheat {16, 500 producers).

Each of these orders was established through a referendum. Before each
marketing order was officially ordered by the Commissioner of Agriculture, a
favorable vote was cast by two-thirds of the commodity's producers who repre-
sented at least two-thirds of the production of those voting.

The same approach can be used to terminate a marketing order. A
petition signed by half of the producers representing half of the production
of the commodity can rescind a marketing order.

The referendum is used to establish the contents of thevt;rder als?._ Under
the Colorado Marketing Act, 18 separate activities are Ilsted as a\;lowabie ét‘:tlllwtles
under.vmat"keting orders. When farmers estabilsh a marketlng order, they decnde

whnch of those actlvmes they want mcluded in the order. Generally thls |s accom-

Allowable activities under the Iaw are:

-- establishment of surplus or reserve pools : R
-- establishment of uniform grading and inspection regulatlons,

-- establishment of sales promotion plans; e

-- postmg of prices at which products will be sold (nc; price f’lxmg) ;
—-- requirements for labeling; '
-- establishment of convenient weighing and inspection stations;

—- provisions allowing cooperation with other state or federal agencies;
-- regulations setting standards for containers;

marketing, transportmg, etc. ;
-~ establishing processing plants;

-- 'I:mltatson of unfair methods of competition in marketing or agrlcultural
pr'oducts.

A bl" currently being considered in the state legislature will make Iobby~




Once :he order has been voted o' and established, it is admirntistered

by an Administrative Committee which consists of producers selected by their
fellow farmers and then officially appointed by the Commissioner of Agriculture.

This Committee makes all decisions about the operation of the marketing
order. However, activities are reviewed and overseen by the Commissioner
because participation in the order is mandatory undesr the law, That is, the
two-thirds majority vote in the referendum obligates everyone producing that
commodity.

Assessments under marketing orders are fixed in the order at a maximum
level; however, the law prevents that amount from exceeding five percent of the
gross dollar value. The amount levied genera‘iy varfes from year to year, depend-
ing on what programs the producer:s want to carry out. A'II money coilected from
assessments is placed in 2 bank in the name of the producer-controlled commlttee,
and can be used only by a vote of the commntee. The annual budget is subjected

- qr_"_“._ i

to approval by the Commlss:oner of Aqricu.ture.

The marketmg order prowdes 2 “owerful andus i L't for rgamzing
farmers mto-self—-help umts.__._j" o :
Many people qoes't‘iohv_&vhefther marketing orders workagamst fhe consumer.
The answer is an un'q:ualvi'fieo' NO. “Consumers benefit tremendouslyfrom the
increased quality covnt'r'o‘rl' that many marketing orders require, from ‘the stabilify_
of supply vand thus price, that results from good marketing order management, and
from the researcﬁ that is carried oet at farmers' expense
Unquestionably, marketing orders prdvide fermers wifb:_a";‘soundvahd
proven means of working together to improve their position in the vmarketp'l‘ace.
In much the same way that laborers orgamze in a umon farmers ina market:ng

order have a method of operatmg collectlvely that they could not have on a one-

to-one basis.




MARKETING ORDERS: THEIR ROLE IN THE AGRICULTURAL ECONOMY

Marketing orders have come under increasing fire from consumer
groups and government antitryst analysts in the last few years, and numerous
attempts have been made to eliminate the laws which allow producers to organize
for orderly marketing purposes. .

Marketing orders are perceived by many consumers as "price-fixing"
mechanisms and even though the impression is erroneous, it is a notion that is
difficult to dispell.

Rising food prices also incite consumer groups to look for scapeg‘oe‘its‘,‘ |
Since the so-called "middleman" is difficult to identify, the farmer andhlsmarket-
ing order often bear the brunt of consumer wrath. | “

Do consumers have a legitimate complamt? Are marketlng orders really S0

‘powerful" How much of the agrlcultural economy is actualiy engaged in market-
mg or'der activity? | o |

B The charts below tell the story AII the agricultural t:ommodmes in the
‘United Stetes which are marketmg under ma‘rketm‘g orqers;l,account‘.for only 12.4

~ percent of total cash receipts.

Agriculture is a $109 billion ‘a_“"yeér' business mthe -U'.’.'S‘."*,ﬂ'."},:‘;nd*only 1/8

of that ‘i"s‘«rn,ark‘eted under the jurisdiction of marketing orders.

Interestingly enough, only $4.5 billion in ‘crop COmmodi.ties are marketed

under marketmg orders, accounting for only 4 2 percent of the agricultural

economy The:other eight percent or so |s accounted for by the dalry mdustry s
",$7 9 bulhon under marketing orders. | \' : '
(The daury industry is better orgamzed under the Marketlng Act for o
‘:byiouareasons of self-preservatlon Wnthout the protect:ons offered by orderly

: '¥‘marketmg, the dalryman with his highly pertshabie product would be a* the

: mercy of hls buyers every smgle day. Because of the normal high- productlon
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seasons, for example, which are dictated by biology and are beyond the control

of the dairy farmer, milk dealers and processors could engage in price wars,

causing wildly fluctuating prices for both consumers and dairy farmers. The

stabilizing effect of marketing orders was such a tremendous aid to the entire

dairy industry that now some 72 percent of all milk is marketed under federal
orders.)
The second chart below shows a remarkable parailel between the national
picture with regard to marketing orders, and the Colorado situation.
) In Colorado, five commodities are marketed under state marketmg orders
They are wheat, potatoes, peaches, apples, and m:lk Of the average $2 bslluon
in agricultural sales in the state in recent years, the wheat order accounted for - .

only six percent ot the total, potatoes 1.5 percent, peaches one-tenth of_,;_-o_n_e o

percent apples, four tenths of one percent; and milk, 4.5 percent.  The total

_of 12 5 percent is parallel to the national total of 12.4 percent.

Those who are engaged in actlv;tues almed at ridding the marketplace f
"”‘marketlng orders should note that the percentages ‘both at the natlonal and'
‘ _state level hard!y present formldable figures. |

| On the other hand, farmer; seekmg greater clout in the marketpl
- those who believe that farmers have too little power in deterrmmng their de'stin:y
| ~or their price, should note that there appears to be ample room for expansu: ‘

-« of the marketmg order techmques

What role do marketing orders play in the agricultural economy" Obvuously, -

a relatlvely small one. But thelr lmportance to those who oartncnpate in them is .

s:gniflcant and they prowde one of the few ways tn whuch farmers can jom
Sy together in self—-help programs almed at |mprov:ng the|r pos:tlon m the marketpiace.




Crop
Receipts

Dairy
Receipts

Other
Receipts

Total Ag
Receipts

Receipts |

- Receipts

Other

Receipts

Total Ag.

Receipts

U.S. AGRICULTURAL RECEIPTS

Under

. Market Orders

¢

Not Under
Market Orders

Total
Receipts

34.5 billion

$ 50. 5 billion

5 55 billion

$9.0 billion

$ 3.5 billion

$12.5 billion

$4.5 billion

$41.5 billion

$13.5 billion

$ 95.5 billion

$109 billion

. Under
Market Orders:

S Not _Uhde'r. g
- Market Orders

- Total .

~ -Receipts

$190million

| $371 million

- $561 million

7

- $87 million.

$87 million

$1.617 mil‘:}-jon )

4

$1.617 mil!iQn

'$277 million

TR

©$1.988 miltion;

3
3

E »~.\:
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°$ 2.265 million




THE COLORADO WHEAT MARKETING ORDER: WHO, WHAT,

WHY, WHERE, AND WHEN

In these times of desperate awareness of our nation's weakening position
in the world marketplace due to our growing trade deficit, Colorado wheat farmers
can be proud. The contribution made by wheat producers across the nation,
Coioraco included, in improving the U.S. balance of payments is more significant
than almost any other single group of citizens.

U.S. wheat farmers produce 2 billion bushels of wheat every year, over one-
nalf of which is sent to overseas markets for a total sale price of nearly $4 billion.

Sixty percent of Colorado's wheat production valued at more than snu
miilion channels into those markets as well. Much of the credlt can be glven to the
Colorado Wheat Marketing Order, whose Admlmstratlve Commtttee actlvely seeks
trade opportunities. |

The Colorado Wheat Marketing Order was o.rganlzed in 1958 when farmer:‘ .
from 29 counties in eastern Colorado got together and mltiated the action. Flrst |
they had to seek an amendment to the Colorado Agrlcultural Marketmg Act of 1939
to authorize wheat growers to orgamze under a marketmg order. A snmllar bl“
_passed during the 1979 Ieglslature and placed corn among the. Ilst of commodutles
permitted to have marketmg orders. - | :‘ v : : .

When the referendum was held m 1958, 12,,5!{:(:) “taheet brdduc'ers:)‘/o'ted, 11,090
{88%) in favor, and 1,450 (12%) against. Later that s‘amev Yeer,'vjprooocersfi m three
northwestern counties voted to join the newv‘marketing ‘order byr'aoﬂas%fto 15% \)ote.

When the refereﬁdum passed and atnth’orized t?hev‘mla'rket'ihg ‘ord,er,v only
three activities were allowed: 1) The raising and expending of mor\e'y for (ttie

promotion of wheat in the U.S. and around the world: 2} Research on mafrk'etihg o
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and utilization; and 3) Education and public relations programs.

The order voted in by the wheat growers 20 years ago restricts assess-
ments for funding to a maximum or five mils or one-half cent on each bushel
of wheat. The order operated for 17 years on a four-mils assessments, and
changed four years ago to five mils to meet growing costs. The five-mil assess-
ment on an annual crop of approximately 50 million bushels produces an annual
budget of approximately $250,000. For 1979 it is estimated to be closer to $280, 000.

Cf that sum, about $50, 000 goes each year to pay the salaries, retirement,
insurance and taxes of the three employees of the Colorado Wheat Administrative
Committee (CWAC). This committee has operated most of the 21 years of lts :
existence with a three-man staff. Another $40,000 or so covers the annual trans-

portation and other expenses of the nine-man admlmstratlve commlttee and the

32-man advisory eomm;ttee,' Operating expenses, mcludmg everythlng from postage ol

to rent to telephorie bills', takes about $45, 000 of the budget, and the remainder,
,.a"h estimated $142,000 is devoted to research, promotion, transportation activities,
: publlcatlons membershlp in trade assocuataons, and other actuvutles aimed at
improving the wheat producers‘ markets, products, or even |mage.o

All decisions about thrls‘ _mon_ey are made_ by elected representatives from
the wheat community. ‘The 17,000 wheat producers have the opportunity every year
to meet, and elect leaders to serve on the Advisory Committee or on the Wheat
Administrative Committee. Once selected by their colleagues, the members are
offncually appointed by the Commlsstoner of Agrlculture. e \

The Colorado Wheat Administrative Committee:‘mee_ts mdnthly’ as a t:;oard of
directors to review progress, set policy, and.approve;exoenditures;

The CWAC recognized early in i hlstory that one state by itself can
have little impact on a world commodity like wheat so they voted to join forces with

Kansas and Nebraska to form Great Plalns Wheat \lnc. whlch now mcludes ten states
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accompamed by teams of nutritionists who showed Japanese cooks how‘toifuse

| ”'“':.'f’,:wheat products. Ja;pan is now the largest cash buyer in Asia of U.S. wheat. !

>Shlpp ng wheat from Denver to the west coast from $1"“i2 Pe" CWT to 98¢ The :

'_to act together to accompllsh common goals. R

in the Creat Plains. Later, CWAC also joined the Western Wheat Associates

organization, which is located in the Pacific northwest, in order to have access

to Far Eastern markets as weli as those reached from the Cu!f of Mexice. These
two organizations merged in 1980 to form U.S. Wheat Associates, Inc.

U.S. Wheat Associates promotes wheat around the world with offices in
Europe, Africa, the Middle East, Latin ;America, Asia and the Oceania areas.
CWAC pays annual dues to the organization and is represented on their board
of directors. Thus, Colorado wheat producers have direct representation in
world markets for wheat.

The conversion of the Asian diet from strictly rice to include_,.Wheatiim

products is one of the great sucess stories"‘that Colorado producers have parti--

cnpated m.» The f:rst trial shupment of wheat was sent to Japan in 1961. It waz

' prumar:ly Colorado wheat, accumulated by co-op elevators. The sni_pment was

| r':CWAC has also been involved in studles axmed at reducing transportatlon

'f‘»’f‘vmequutles and ‘was directly respons:ble for the reductlon of export rates for

”':.comm:ttee also has prowded a strong Ieadershsp role centi.y, m the effort to
’b’promote gasohol productzon and use in Colorado. |
- ‘The Colorado wheat marketmg order, like any other orgamzat;on, 1s‘made'.v ‘ “
v'-_t.tp of men and therefore ss not perfect. However, it provides a veh:cle J1’0!’ the : |

a :\w:deiy fragmented members of a.huge Colorado industry -- wheat product:on-—-‘ =

R '

SHALL we HAVE A NA !ONAL W HeAt,;oeﬁE‘R‘z,»_;,

There are thousands of wheat farmers throughout the Great Plams of

Ameruca and m aII corners of the U S.,',who together produce a s:gmflcant portuon




of the world's human grain supply. Yet they have virtually no ability to deai

with the chronic instability in wheat prices which has plagued their industry.

The lack of confidence about prices, coupled with the certainty of
increasing costs, has made it difficuit for wheat farmers to plan ahead, and
has contributed to the growing numbers quitting the business,

Many agricultural analysts and policy-makers believe that future pro-
duction is in grave danger unless some method is found to bring wheat farmers
together and provide them with the tools needed to eliminate wild fluctuations
in prices and bring about a steady and fair return on investment. Without
these, no wheat farmer is ever going to have the capability o plan far into
the future and make necessary long-term investments.

How can wheat farmers be organized? There are a couple of ways to
transfer control into the hands of farmers. One that has been recently suggested
is to create a federal board made up of producers who cain replace the Congress
and the Administration as the agricultural policy-makers. |

Another is the marketing order concept as authorized by the Agricultural
Marketing Agreement Act of 1937. Actually, this is the only current law or legis-
lative vehicle that could encompass all producers of wheat throughout the nation.
And anv organization that did not require participation by all producers would
undoubtedly have difficulty i.: accomplishing the primary goal: stabilizing of
prices.

The important functions that the marketing order could undertake to help

stabilize prices include: 1) Improve demand through effective promotion and

markets development; and 2) Control supply through careful centralized planning.

Also, marketing orders provide a means to gather and disperse market
information, and to gather funds needed for the above functions.
However, organizing wheat farmers under a marketing order would require

meeting some serious obstacles.
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First, wheat is not currently an allowable commodity under the Agri-
cultural Marketing Agreement Act of 1937. That would have to be changed in
Congress.

Second, the ability to control production under marketing ord;:rs is “:._f;'
extremely weak. Some firm method of supply management would have to be i

writteri into the order so that the chronic over-production situation could be

handled. Yet, it's questionable whether a strong supply -control measure would - o

pass in a national referendum of wheat producers to estaklish a marketing order.

Third, because wheat is not a perishable product, a workable storage
arrangement would be necessary for the marketing order to succeed. Addltlonally,
methods would need to be devised to discourage others in the marketlng cha;n :
from accumulating wheat and then ruleasing it onto the market at 'noPPOrF“,”e_ 5
times. e

Fourth, because wheat production is so widespread and dlspersed a

national marketing order would be bulky and dlfflcuit to manage.:i-Many have
suggected that regional orders for each class of wheat mlght whlttle down the

undertaking to manageable size.

The U.S. Department of Agriculture ié'prééehflf holdmg hearlngson
a wheat research and information program, which would be funded by wheat
users, primarily bakers. Perhaps a logical extension of that someday wui! be
a wheat marketing order for producers, | |

In order for that to come about, the following chain of events would o
have to occur:

1. Congress would have to change the Agricultural Marketing Agree-
ment Act of 1537 to remove the exclusion for grains. OR, new legislation (suéh
as the Beef Research and Information Act) would have to be passed.

2. The Wheat Marketing Order would have to be written, probably.
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through the cooperative efforts of wheat producers and the U.S. Department
of Agriculture.

3. The USDA would then hold a series of public hearings to receive
testimony on the subject. (/

4. If testimony warranted it, the Secretary of Agriculture would officially
propose the establishment of a marketing order and require that a national
referendum be held.

5. Wheat producers throughout the nation would have to vote in favor

of the proposed marketing order.
SUPPLY CONTROL CONCEPTS: SELF-HELP IN ACTION

Wheat growers struggling to keep their farms afloat wiﬂth expeﬁées
skyrocketing and grain prices being dictated by whims of we_at_her and .wdi'zlv::i
politics are caught in a system which has always believed thét mo‘r_'é prod@.ii:tion
will lead to more profit. o

Efforts to improve grain prices have historically been ﬁinged upon the
belief that increased demand is the l;ey to raising prices. - However, increasing
demand has traditionally served to stimulate production, and, each time, the boom
has turned to bust as supply burgeons forth to outstrip the new dem:-md.

Grain producers today are beginning to think about planting a new kind
of seed on the wheat farms of America, a seed that could revolutionize U.S.
agricutture. That seed is an idea, and it's born of desperation and determination.

It is the idea of a new system of producer-controiled supply management.

The path leading toward a system which truly gives wheat farmers the
collective power to control their production and supply is fraught with a thousand
perils: How will such a system fit in with the world market? Will U.S. farmers

be victimized by controlling their own production when the rest of the world can
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go on adding to the oversupply? What legal restraints -- such as antitrust
legislation -~ will stand in the way of concentrating more power in the hands
of producers? Once prices begin to rise, what will hold tne wheat farmers
together?

These questions and dozens of others will have to be answered by ptj‘:'o~
ducers working together to find solutions to the grain marketing problem. How-
ever, even before that, they will have to agree upon a best method of suppiy

management. What are the alternatives to be considered?

Under present law, farmers have available the 1) federal marketing order
and the 2) cooperative. New laws already being considered include a 3) bér‘g:éihing

law for farmers, and an 4) interstate grain marketing compact.

The Marketing Order

The marketing order is authorized under the Agricuvltuv‘rf:élV:'Ma_rk‘etiﬁg':
Agreement Act of 1937, and allows producers of agricultural_conimoditiés't'o :
gather funds for the promotion or development of their product thfough a chéék-

«

off system; the check-off is mandatory only:aftéf' a referendum in which pron?érs
vote by a 2/3 margin to establish vsuch a fund. 7The fede-ré-I act wou'l.d h.aye:‘v'ia_:: |
be changed to permit the inclusion of grains such as wheat in‘.mar_kéting Qrvc_ier"ﬂs’_.x:".?f”
If marketing orders for wheat became a reality, they would ha\;e to in‘c-orrpqr_at'é:
some mandatory agreement regarding supply management in order to beeffectlve

Bushel allotment is the most frequently mentioned tool.

Cooperative Pooling

Another joint marketing tool is the cooperative, activities of which are
protected by the Capper-Volstead Act, enacted by Congress in 1922. Mei'hb'er's;
of cooperatives can get together and contract ahead of time for certain 'amo'un'ts of

wheat destined for certain markets. Much like the dairy cooperative,v which .Seills
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o ,Kansas legislature (Kansas produces almost 17 percent of the nation's wheat aII

| would be formed. If formed, it would undertake to study all the different market~

o ;:f’_;';ing'b’alft"e"’r':r'ta’ti"'ves}available to grain producers and come up with an idea all cottl'cli"

shares in the market to prospective members, grain cooperatives could find

a way to grant quotas, perhaps again through bushel allotments (or even

acreage allotments) to members, thus gaining control over supply. However, T

the voluntary characteristics of cooperatives present some obvious obstacles

to success: There is absolutely nothing tc prevent non-members from‘ over-

quota production. The cooperative represents the only truly viable bargain‘ingv
power of farmers at the present time; yet, due to the inability of cooperatives .
to attract large numbers of farmers, it is power that has not be‘enildtilized to |

its fullest,

The Interstate Compact

. Fourteen Great Plains states produce 83 percent of the wheat m the Umted s

3 States. Sixty percent of all wheat productlon is concentrated in seven of those'ﬁf.‘
’ 'ﬁstates.
Sometlme during the recent economuc crisis in Amerlca 's wheatland, it

’ 'became obvnous that if wheat czrowers m several of the malor wheat pro'

'sta"es could get together ina vuable marketmg organization, they coul”
qmte an |mpact upon U.S. gram marketmg. The interstate Compact 1dea wa‘_

. born.' It took shape in the form of a specnal Iegnslatwe committee created by the

,by herself), whlch in turn developed a plece of leglslatron to be mtroduced lnto
: the state Ieglslatures in the Great Plams states. o ‘

In Colorado, that bnll became Senate Bl" 337a lt was passed durmg the

ll 979 Ieaislature' session. It was decided by representatwes called together

vv.v»sn Topeka Kansas, that five states must adopt the legislation before the Compact
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agree upon. It appears, at the time of this writing, that it may take two

years to get five charter states on board.

Bargaining Legislaticn

In the meantime, Congress is considering a piece of legislation, supported
by most of the farm groups, to strengthen farmers' bargaining power with' handlers
in the marketplace. It bAasically sets up a system under which the Secretary
of Agriculture can "accredit" farmer-owned as“sociations"‘as,'_bargaining associations
in good faith. For example, if a buyer purchase_d_a produot'from independent
producers under terms more favorable to those‘ ':oroducers than the terms negot‘iated‘
with the accredited associatlon he would have to offer the same favorable terms |
to the accredited assoclataon. The ball doesn't stipulate that farmers and buyers
must come to an agreement only that they must bargam in good faith. When
agreemem cannot be reached the Secretary of Agruculture can provude-‘medlatlon o
servnces under the proposed law. _’  o

| These are among the several a!ternatwes wheat and gral
consider to increase thezr clout in- the marketplace and begm to eal
debilitating boom and bust prlce cycles which h_a_ve ‘servyed'-_te.:kee‘p:,g 1 O \

bottom of the economic heap in the U.S.

HOW ABOUT AN 1NTER$TATE1 C'OMPA(;T-?

For a long time the wheat marketmg sxtuatnon was kmd of ltke the weather
Everybody talked about it a lot but nobody did anythmg about tt. RORSEE

However, that began to change as 1977 awakened a new surge of. farm :

activism in America. Wheat farmers were deep in an economic crisis at the:_time»which,
many did not survive. They were ready to begin searching for new solutioh"sf to

the age-old problems plaguing their industry.
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Even while the well-publicized farm strike was creating headiines arou”noi.”
the nation, farmers who were back home were gathering around lunch c_ounter's.‘
and coffee tables and talking about how to increase their strength in the makkéte -‘
place. |

A look at production statistics socon pointed in an obvnous dlrectlon f
the 14 Great Plains states which produce 83 percent of the natlon's wheat cgtlld
get together in some form of marketing organization, they could have dramatlc
lmpact on the grain marketplace. ‘

Kansas, which by itself produces almost 17 percent of U.S. wheat, was
the first state to take actisii on the increasingly popular concept of an interstate

grain compact.

In the 1978 session of the Kansas !eglslature, a bi!l was passed to establish
a Specual Commlttee on Grain Marketing. The Commlttee that faII hosted wheat |
”-farmers, government officials and other agr:cultural Ieaders at a. serzes of three
: '-rneetnngs. The meetlngs were held in Topeka, Kansas, and were highly publicized.
Fourteen states were. represented
Many Coloradans attended but by the tlrne of the third meeting, Senator
‘-:Maynard Yost Repubhcan Crook Color'at and Representatlve Walt Younglund
"Republlcan New Raymer had been named the official Colorado representatwes to

"the Kansas working sessions.

Before the various state Iegislatu_res_convened in January, this multi-state

| __group had developed a bill -- to be introdﬁced mto each"legisiature ~-- to establish
’the interstate compact. T

The compact is desugned to serve as a contract among member states and
| it sets up a commlssnon to investigate. gram marketmg pract:ces, procedures and
controls throughout the natlon The commission would have three representatlves-
from each partn:lpatlng state on it, one from the state House of Representatwes,

. .one: from the ‘state Senate, and a third appomted by each Governor

-19-
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The commission's duty would be to conduct a comprehensive, continu-
ing study of grain marketing. if weaknessesuor inedequaoies were uncovered in
the system, the commission would recommend solutions or alternatives to deal
with the weaknesses. The most controversial aspect of the bill is the provision
which vests the commission with power to subpoena documents and grain trans-
action records from private grain-marketing companies.: |
To join the compact, a state must pass the atatute and fund it at $50 000
ner state for a two-year period. Five states must adopt the bl" before the |
compact is established. After the first two years, the commission would‘d'ete)“r'-
mine how much each state must'chip in annually to keep the compact going. ‘ -
Thus far, the compact bill has been sig‘ned into law onlymKansasand
Colorado. Several other states have it in the‘ Pprocess. R

This Iaw permits the COII‘III‘IISSIOFI to study, lnvestlgate, and recommend

‘lt has absolutely no authorlty to initiate any supply or productlon control pro—
‘grams. ‘
- However, should the Commissuon decxde to move into actual marketlng
‘terrltory (whmh would _require’. et‘!d:tmnal Ieg:slatnon), it is llkely to encounter some
| senous opposltlon. And the most powerful of that opposition may come from the

federal government itself, | e .

Accordlng to the L:brary of. Congress Congressmnal Research Serv:ce,

: Wthh prmted an opinion regardmg the compact's constltutuonallty, "It is well

establlshed by the history of the Commerce Clause that thls nation is a common
‘market in which state lines cannot be made barrlers to the free flow of both

raw materials and finished products in response to the economic laws of supply

and demand "

This is based upon Supreme Coortinterpretation of Article 1, Seetiomo,

Clause*B of the Constitution which prowdes that “No state shall, without the

Consent of Congress . . .enter into any Agreementor Compact.wuth another State. .
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"Thus, an expanded and" more powerﬁ..l mterstate gram compact f
approved and if deemed to interfere with. !‘ongrc.ss' power to regulate mter—‘
state commerce, would make it necessary for the wheat farmers-m_-the compact :
states to wrest from Congress consent for that compat:t. -

Whether that would be possible or not depends onfthe'_:-‘:WilI-:and deter-
mination of the wheat farmers in the Great Plains and the foodprlce situation

at the time the issue is being heard.
MAR"KETING ALTERNATIVES: AN oveRwsw‘

Agrloultural marketmg experts have become more and more convrnoed
An recent years that the u. S famlly farm system is in serious trouble.
A renowned- marketing speclal:st from Texas A & M said recently ina
Colorado speech that the American famlly farm literally has "one foot in the
,- grave," yet nobody is willing to recognlze{‘__the seriousness of the problem.
| The American farm may have one foot in the grave, but recognition of
‘-:the need to make changes in the marketing system for agriculture has become
B "_"‘mdespreadjénd !s growmg.
| In the _-meantlme, th_e natural‘ workings of the marketplace are whittling
away at the vast network of small farms-, which has always been the source of
: US agricultural abundance. | |

Agricultural production is becoming increasingly concentrated. u_:fl_'he_<1_97_ll‘_fl_..-'

Agricultiral Census showed that there are now 11,400 farms whose annual income = -

exce‘eds"$5b07000.' _.‘-:These farms earn an average of 1.6 million a year, or 45
tlmes more than the national average and they account for a full 22 percent : |
of all sales. |

The concentratlon in’ productlon‘ however; is m:nor compared with the

: concentratlon in the marketlng sector. Four gram companles for example, con-

trol 85 percent of the. natlon s exports.. Four beef packers account for 60 percent

1‘:
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of tne packivngﬁindustr’y. There are three major ouS/ers for sheep. The
estiroated .2 3/4 million farmers in the nation.funne!wtheir production i.nt0'800 '
outlets. The four largest supermarket firms accounted for 67 percent of
retail food sales in a recent year.

At the same time, consumer-oriented food poltcy at the natlonal level

has worked against farmers trying to increase thelr clout in the mérketplace

- R

" in order to improve prices.

These facts--the decline in cofri'oetitive' '-'mark'éts; th'e '~Iack of .producer

control over markets--coupled with the uncontrolled ﬂow of product to market

..and government policy have resulted in low prices and Iow mcomes for farmers.

- What are the basic alternatlves that farmers should be talking about?
_T_he first of course is the continuation of the free market. However, it

: "rri'_u‘s't‘-_’be recognized that the market is no longer free. The farmer has maximum

o freedom to take his product to market, but the disparity of power between

himself as an individual and the major retailers is devastating. As an individual,

" .the farmer could also use the futures market, or forward contracting. But the

d"';,&ifirst is a high-risk ‘option, and the second sets up an imbalance of power that
favors the-bu?er'; ‘be'si__des, tne farmer loses title to his product in such an
arrangement. |
Another alternatlve to the mdlwdual is to join a cooperative. The !atest :
idea :s the electronic. market whlch cenfrallzes pricing but decentralizes the
actual physical exchange of the product. It still is a matter of dealing with
a small number ot- Suyers. And even’ a cooperatWe has little abllity to control
quantity of product which is the only mechamsm for controllmg prlce.
Other options include bargammg association negotlatlons and verticai
integration. The first requnres leglslatzon (bllls haVe been mtroduced in

Congress}, ‘and the second requnres Iarge mvestments beyond the reach of most




vunfamxlsar to most farmers.
Government alternatives mclude marketmg boards or comm:ss:ons whnch
b'can serve to mcrease producer control over} th‘e ‘marketplace. Marketmg orders
_are a combination of producer-self-control and government backing. Both_-_.

| v‘ffv{vmarketing boards and marketing orders' h'a'\?e ,s'omedisadvantages_, but their "

f;_fgreatest plus Iles in their mandatory partmtpatlon provnsuons.

it |s tlme for some hard decssnon-makmg Are wjv”:'gomg .to’ ha ea free

o ﬁ-’market" system" 'If so, we had better- develop some pol:cy

fil"»:t, as itis a vamshmg species. |
Are we going to have a system which is bas:cally a corporate system ‘
- like we have now, or a form of a cooperatwe system, or can we fmd a workable g
combmatlon of the two? |

If the farmers of America choose to retain their numbers: and develop a

egree of control over the supply of their product they need to choose the E

fairketmg order route, or some similar form of the cooperatwe concept and,.
fforts to get it underway throughout the agrnculturai economy., The commitment
v necessary is monumental, and a.great dezr’ consc:ousness—raxsmg and. educatxon
“[out_ in the country will be needed | ” |

Who will control agricultural marketmg" That IS the ‘quest:on. Hopefuliy, ‘

farmers will find among the alternatives one that will brmg them ,og"ther in

a common effort to strengthen their power and tmprove the:r futur utlook

| ",’ CK?#E@*VO LSTEAD P s{- 1 ‘o_A_N GERv e

One’ of the :romes ln agricultu e oday is the fact tha the._lxmated pro-

‘tections glven to farmers in the marketplace are under siege, even whlle -~ on

i

the other snde - government planners are seekmg ways to preserve agrlcultural

land, concerned»cntizens 'are grappling w:th ‘policies ',a:m_ed.f,,atbpreventmg food
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shortages in the future; and agrzcultural research continues to concentrate
on increasing productwuty & | |
Economists everywhere aq};owledge' that the disparity between farrﬁérs'_ '
power in the -mérkétpl_ac_e and thaf of the giant corporafions they do business
with is the key to the "farm -prob-lem", but food price increases cbhiin'd_é:-_ to put
political pressure on pohcy makers to quell farm power. e
In Deltlzember 1977, for example President Carter appomted a: specnal .
Commission for the Review of Antitrust Laws and Procedures. s B
Part of the charge gwen to the Commnssson mcluded a Iook at the major
- "exemptions: and |mmumtles" offered to agriculture under the Capper-—Volstead
: Act of 1922. |
The Capper-Volstead Act, which exempts farmers from the restrictions
: ,.bf -tﬁe Sherman Antitrust Act and is the backbone of the agricultural cooperative
éystem, is the only real source of farm bafgaining power. The ability of farl.ners'~
io market cooperatively is just about the only source of competition to the 'giénvt. L
: fdod'marketing companies which serves as a price'n terrent (other than consumer .= -
n.sis.tance} . This has been dgmdﬁStrétefﬂ time; and again in rural communities
;where no co-op exists. I |
The Presldentlal Commission conducted a series of public hearmgs and met
regﬂiarly for the period.of one year. Its report was turned in to President Carter
on January '22-, 1979. - Their recommendations in the field of agriculture were:
. "1. Farmers should continue to enjoy the right to form agricultural
cooperatives for the joint marketing of their produce. The antitrust treatment
of cooperatives once formed, however, should be similar to that of ordinary
business corporations. Specifically, mergers, marketing agencies in common, and

_.similar agreements among cooperatives should be allowed only if no substantial
- lessening of competition results."
R "2. Section 2 of the Capper-Volstead Act should be amended to define
".'more precisely the term "undue price enhancement, " and.the responsibility for
_":--.enforcement of this provision should be separated from the promotlonal respon-
e snbillties either within or outside the Department of Agnculture "

I
R
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_ "3. The C 'mmission is not able to make a deflnltlve ret:ommendat:on
concerning the cu  nt exemption for agricultural marketing orders. The
Commission believ.. . however, that the Secretary of Agriculture should be -
required, as he is not by current law, te consider competitive factors and -
choose the least anticompetitive alteynative consistent with statutory goals
in his decisions under the Agricultural Marketing Agreement Act.”

Secretary of Agriculture Bob Ber’gland" has.made a strong defen'se"bf‘- -
agrlcultural cooperat:ves and the marketmg order systems, msistlng that they

azre’in no need of statutory modlflcatnon

He said agriculture is -an “extraordmar n art of the econom P w1th
g Y P Y

' characterastlcs that set it apart from other xinds of manufacturlng, and that

pollcy-makers need to recogmze these . dlfferences and formulate;policy wuth a

clear understandlng of them.
Agricultura's uniqueness lies in the fact that 2.7 million i_ndividual“)_'
‘farmers make business deci_siohe,in‘d_ependently withou-t any firm :informatit;l"gh:"‘about
demand; planning can be al_te-'redi_'by ‘weather, disease, or insects; farming i's
not flexible-- one cannot unp"lan't_-.aéerop or change a cow herd to meet varying
- ~demand; there is little opportumty for'.sto”rag'e of agricultural commodities for

prlce advantage and individual farmers acting alone have little bargaining power

m an economy where aII the product flows into narrow channels of a few buyers. o

Policy-makers also do not seem to understand that cooperatives, once

formed are sub;ect to the same limitations as other businesses are. For example,
.-n‘a:‘cooperatlve engages in unfair or coercive conduct in order to restrain tra'de,‘ it
WOold be subject to the same antitrust laws as any other company.
- Is the attack on Capper-VoIstead serious? Are farmers in danger. of Iosung
: thelr legal avenues for orgamzmg into marketlng units?
: A The attack would appear to be serious. The Supreme Court seems to be
‘|§$amg in the direction of very strict interpretatlons of legal exemptions to-'antltrust :
Iaws that is, cooperatlves and other marketmg entities will have to walk very narrowj

1T

ly wnthm the confmes of the wrltten law . o If




What will be forthcommg in the next Congress:onal sessuons |s'ﬂs_txll an
unknown; but farmers should be aware that their Capper-Volstead protectnons "
may be in for' a fight in the near future, and they should make every effort

to inform their representatlves about the benefits of such protect:ons. o

AGRICULTURAL MARKETING: HOW Tﬂs'orﬂégs DouT. o

Perhaps the bltterest |rony ‘n our. Amerlcan economy ls that the"U.

- "vfarmer s incredible effncnency -= the prlmary source » of our natlon s affluence -

B |s also ‘the cause of his flnancial woe
s " The U.S. farmer IS unlque n. this d:lemma He is the only fa""'e" in

| the world who must seek to REDUCE hlS productnon in order to attaun econom:c

success. » l-le is the only farmer on the globe who is strivmg to )om w:th hls

nelghbors in an effort to brlng productlon under control. "

Throughdut most of the rest of the world w:th the exception of Western

Europe, governments and 'farmers ure struggling to increase agricultural product:on.

Many populatlcns are h ""”ry, others are able to meet their penple's food needs o
'*through agrlcultural programs combmed with purchases from other natlons. Only
'_ln the u.s..” *-anada,;, Australaa ‘and New Zealand do farmers produce more food S

for export than is needed for domestic consumption. And only in the U S. is o

:'»:",'v"'ithe farmer penalized in the marketplace for his productw;ty
How do other nations operate thelr agrlcultural mdustrtes7

F:rst, it is |mportant to be remmded that 50 percent of the world's food

_fproduction ‘comes from subsustence farms that 1s, from farms on which a man

,T’,:f-_feeds only hnmself and. hls own famnly, and peihaps a few nelghbors. In troplcal;

‘-“fAfrnca, for example, more than 90 percent of the populatlon is engaged in agri-

:’»cultural productlon. - And throughout the :worldv, more than half the people are

.ff”;stlll engaged ln the occupatton of farrmng
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While the United States has 3.6 percent of its people involved in food

production, only three other nations enjoy the high level of prosperity associated
with a minimal proportion of the population engaged in agriculture.

Only Belgium, the Netherlands, and the United Kingdom have less
than ten percent of their populations producing food. In Russia, a third of the
people farm, and in India, 70 percent. Of the estimated 788 million people in iural
China, at least 300 million are estimated to be in the agricultural labor force.

Both Russia and China operate a system of collective and state farms,
combined with a small but nevertheless significant system of family plots and
gardens. A 1971 publication indicates this sector produces 30% of the agricultural
production in Russia, Collective farms in Russia are about 40,000 acres in size
and employ some 2,000 persons each. State farms are somewhat smaller, employ-‘
ing 500 people on about 20,000 acres. -

Production from Russian collective farms goes to the government, and is

dispersed back to the farming villages and other segments of the populatidﬁ o
according to need. o
The Chinese collective farms, which replaced the traditional peasant
economy with much strife, are supported kv an elaborate new irrigation capa-city
created by Mao Tse-tung and are looking forward now to greatly increased
mechanization.
Swedish farmers, who have been subject to government policies aimed
at amalgamation to reduce inefficiencies, belong to a national union, through
which they market and process their products and bargain with the government
for prices. Agricultural prices in Sweden are not permitted to fall below levels
received by others in the economy; workers are paid comparable wages to other
industries; and the nation has adapted to a program of 80 percent self-sufficiency

in food production.



fFarmers in Yugoslavia operate under a "combine" farming system in
which groups of farmers run mode n 250,000 acre farms. The system works
much like the collective farm, except that the farmers produce, process and
market in a manner similar to a huge cooperative, sharing the profits after
the government extracts a tax. Individual entrepeneurs in farming in Yugo-
slavia are permitted to own only 25 acres.

In the European Economic Community and Australia and New Zealand,
where economic systems are at least similar to our own, farmers receive the
benefit of relatively higher government subsidies which put the U.S. farmer
at a disadvantage in the world marketpiace. In addition, the subsidized pr_O'? - Vo
duction has produced surpluses of dairy products, wheat, sugar and so'r'n"é_: _ -
veqgetables which have the tendency to further depress the U.S. market. _
Canadian farmers also have the government programs aimed at k'eeplrig'.'pr_o:idtj(_:-e.r;__._'":.:‘ :

at a higher income level than a completely free market would perm!'t_.

Nevertheless, the general consensus among American farmers '.i_s_.tﬁét-{i'_;__f
marketing problems notwithstanding, the rest of the worid doesn't offer mq}.{h
example after which a U.S. marketing system might be modeled. Instead, they
seem to feel, it's time to remodel the world's greatest production system into'.WI;':l;ag_ﬁ..

is also the world's best marketing system,

_7.8_‘
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