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ABSTRACT
THE POLITICAL ECONOMY OF FARMER BARGAINING:
COOPERATIVE AND PRCPRIETARY PROCESSOR
RESPONSES TO FARMER BARGAINING
By

Wilson Compton Chase-Lansdale

Production in numerous fruits and vegetables-for-processing industries
is currently being affected by farmer bargaining over terms of trade for
raw product. Several states have implemented farmer bargaining, others
are considering its introduction, and a national farmer bargaining bill
is before Congress.

This research analyzes the market interrelations created by the
imposition of farmer bargaining. It does so by focusing not only on
market interrelations between bargaining associations and proprietary
processors but also on the market interrelations between these twe parti-
cipants and cooperative processors.

Compiled structural data indicated a 26.2 percent decrease
nationally in the number of canning processing establishments in fruits
and vegetables between 1967 and 1977. Statistical tests showed no
evidence of a higher rate of decrease in states with farmer bargaining
than in states without farmer bargaining. Data also revealed the market
share of the cooperative processing sector in farmer bargaining to be
above 40 percent in many industries and increasing. In conjunction,
these data indicated a decreasing and often low percentage of raw product

moving through cash market channels.
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A conceptual framework was developed to guide the empirical work.
The framework uses a model of organizational behavior stressing the notions
of managerial preference for discretion, organizational slack, endogenous
market conditions, and interest group competition.

The data collection process consisted of interviewing managerial
decision makers in bargaining associations, proprietary processors, and
cooperative processors. The sample was selected by the researcher to
provide a national overview of farmer bargaining in the fruits and
vegetables-for-processing industries. Managerial decision makers from
14 bargaining associations, 18 proprietary processors, and 25 cooperative
processors spread over the states of California, Oregon, Washington,
Idaho, Michigan, New York, Pennsylvania, and Virginia comprise the
sample.

The conclusions of this research identify aspects of: 1) coordination;
2) distribution; and 3) structural change that are attributable to market
interrelations in farmer bargaining. Certain policy implications follow.

1) Research revealed that farmer bargaining elicited market informa-
tion about demand and supply conditions from all three participant groups.
Bargaining associations can promote this aggregation of information and
the subsequent improved coordination of production, processing, and
marketing decisions by conducting industry seminars, disseminating com-
parative information on past performance of alternative marketing
channels, and bargaining differential terms of trade with a noﬁum’form
population of proprietary processors.

2) The research showed that numerous cooperative processors actively
participate in farmer bargaining and as a result, become obliged to

value raw product inputs at the same price as their proprietary processor
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competitors. Such obligation can serve cooperative processor member
interests by strengthening the accountability of the cooperative organi-
zation to its members. It also serves the interests of proprietary
processors by putting cooperative processors on a more similar competitive
basis regarding input costs. Commitment of cooperative processors to
farmer bargaining can be enhanced by: a) encouraging cooperative pro-
cessor members also to belong to the bargaining association representing
their commodity interest(s); b) introducing single pool multiple commodity
accounting in cooperatives; and c) bargaining formally with cooperative
processors as is currently done with proprietary processors.

3) The research also revealed that market interrelations in farmer
bargaining, primarily that of competition between proprietary and coopera-
tive processors, are contributing to the decline of the numbers of pro-
prietary processors, the increase in the market share of the cooperative
processing sector, and organizational linkages between proprietary and
grower interests such as joint ventures and participation plans. These
structural changes can be attenuated by: a) expanding the formal purview
of bargaining to include all processors; b) in the absence of a),
bargaining terms of trade that are contingent on the performance of non-
bargaining processors; and c) insofar as these structural changes are
transferring grower resources to proprietary control, challenging their

existence on legal and public policy grounds.
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CHAPTER ONE
INTRODUCTION

Collective bargaining between farmers and handlers of raw products

is expanding in the United States.  Several states have implemented

bargaining, others are considering introducing bargaining laws, and a
national farmer collective bargaining bill is now before Congress.
The widespread presence and expected growth of farmer bargaining argues

for a careful study of the nature of market interrelations created by

this market process.
This study focuses on the interrelations among principle partici-
pants in farmer bargaining as they interact to determine terms of trade

for raw product. These interrelations will be addressed in two parts:

first, interdependencies among participants will be identified and
analyzed; second, participant responses to these interdependencies will

be identified and analyzed. The classification and analysis of partici-

pant interdependencies and responses to interdependencies constitute the

exploratory dimension of this research. These findings will be further

analyzed in order to identify their import for select performance issues:
1) the coordination of economic signals;
2) the accountability of decision processes;

3) distributional impacts; and

4) structural change in raw and processed product markets.

]See Chapter Two for economic importance.
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The inquiry will 1imit itself to bargaining in the fruits and

vegetables for processing industries.

1.1 Importance and Previous Treatment
of the Subject Matter

As noted by Lang in his comprehensive inquiry into farmer collective

bargaining in fruits and vegetables the antecedents for current bargaining
activity date from the 1870s and the efforts of the Grange. Since the
latter 19th century, bargaining efforts by producer groups to influence
terms of trade for raw product have grown in various commodity groups
including dairy products, fruits, vegetables, and sugar beets. The

1966 National Commission on Food Marketing noted the organization of

109 fruit and vegetable associations since 1919 with 70 still active as
of 1964.2 Antitrust exemptions for such activity contained in the

Clayton Act of 1914 and the Capper-Volstead Act of 1922 served to support

bargaining activity. The Agricultural Fair Practices Act of 1967 and
similar state initiatives as described in Chapter Two below, have been
instrumental in promoting bargaining activity between producers (called
growers, farmers, or producers interchangeably in this study) and
proprietarily organized first handlers (called proprietary processors

in this study). To date, bargaining activity in certain commodity

groups, notably fruits and vegetables for processing utilization, is

widespread and influences a significant value and percentage of raw

product transactions.

ang, M., 1977, p.
2Na‘ciona] Commission on Food Marketing, Technical Study No. 4, p. 273.

1 citing Tweeten, Luther, 1970.
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Notwithstanding this impact, understanding of the bargaining process

is Timited. One theorist has attempted to mathematize bargaining
strategies.I Other theorists have studied bargaining by focusing on
impacts using welfare economics methodology.~ Another student has
Tisted specific economic benefits to a producer and first handler

bargaining population.™ However, these contributions to an understanding
of bargaining have not explored the variable impacts of farmer bargaining
as a function of diversity in the processing and production sectors and
a multiplicity of participating groups.

A better understanding of the bargaining process warrants expansion
of the scope of inquiry to include all the primary participants who, by
virtue of their responses to farmer bargaining activity, may influence

and shape that process. The variability in the production and processing

sectors needs to be directly addressed. Accordingly, this means focusing

not only on the organization of the bargaining association but also on
the processing sector consisting of its proprietarily and cooperatively
organized parts.

Some researchers in the subject matter of farmer collective bar-
gaining have attempted to broaden the scope of the analysis to include
more participants and to sort out relationships in farmer bargaining
environments. In their seminal study Helmberger and Hoos begin to
address the broad boundaries of bargaining when they briefly acknowledge
a.cooperatively as well as proprietarily organized processing sector
and the existence of an interdependence between the bargaining

Icoddington, A., 1968.

2Gar‘ver, W.A., 1964; Ladd, G.W., 1964; Knutson, R., 1968.

3Roy, Ewell p., 1970.
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1

association and cooperatively organized processors.’ Williams, in

addressing the organization of the milk industry, identifies the coexis-

tence of bargaining and cooperative processing functions within a single

organization and how this may result in conflicts of interest.” A

suggestion of conflict of interest between coexisting bargaining associa-
tions and cooperative processors is also taken up briefly by Knutson and

Abrahamsen.3 Knutson goes so far as to suggest that in bargaining

environments where bargaining takes place between the association
representing producers and the proprietary processor, the presence of

competing cooperative processors who wield influence over the association
may result in a price squeeze against the proprietary processor. In the
following quote by Abrahamsen, another conflict scenario is developed:

A commodity bargaining association, for example, may look upon a
fruit or vegetable-processing cooperative in much the same way
that it views any other processor. The result could be an
attempt to bargain with such a cooperative. Since the operating
cooperative already is committed to returning to patrons all
proceeds above operating costs, obviously confrontation with
such a bargaining group could be a very disruptive experience.
It is reported, in one instance, that a bargaining association
'infiltrated' the board of directors of an operating coopera-
tive in an effort to achieve its price objectives.

Garoyan and Torgerson have also acknowledged the presence of a cooperative
processing sector within the boundaries of farmer bargaining activity.
Garoyan has spoken briefly to interactions between the bargaining associa-

tion and the cooperative processor in bargaining with proprietary

]Helmberger, P. and S. Hoos, 1965.

2M‘i’l]'ial'ns, S.W., 1970.
3Knutsan, R., 1974, p. 904-912; Abrahamsen, M.A., 1976.

%abrahamsen, M.A., 1976, p. 359.
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processors.] Torgerson recognized this relationship earlier calling it

a dual structure and noted its presence in the dairy industry and some
California fruit 1‘ndus'cr*1'es.2 Most recently, Lang has contributed to a
delineation of the boundaries of bargaining activity.~ In so doing, he

has raised numerous questions about the nature, extent, and importance

of participant interrelations in farmer bargaining. Lang has also given

specific attention to the role of the cooperative processing sector and
its impact on the competing proprietary processing and bargaining associa-

tion sectors. The questions Lang has raised constitute part of the scope

of this study.
Paralleling the evolution of sensitivity to the boundaries of

bargaining reflected in the literature above has been the identification

and discussion of bargaining issues within the framework of the National

Bargaining Conference annual meetings. Dating from as early as 1960,

industry contributors, primarily in the fruit and vegetable industries,
have raised questions and made arguments about the nature of participant

relationships in farmer bargaining environments. Sensitivity to

variability in the processing sector has been indicated by extensive
mention of the existence and impact of a cooperative processing sector in

bargaining environments. Numerous conferees have argued interdependencies

between the bargaining association sector and the cooperatively organized

processing sector. Some have contended that such interdependence

]Garoyan, L., January 1976.

2Tor‘gerson, R., 1970.

3Lang, M., 1977.

4Nat1’ona] Conference of Bargaining Cooperatives, see Proceedings
of 1957-1980.
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strengthens bargaining with proprietary prccessors.l

Others have noted

the impact of bargaining association activity on decisions of the

cooperative processing sector.z Recently concern has been expressed

about the possibility of negative impacts on the proprietary processing
sector attributable to close relations between the bargaining association

and the cooperatively organized processing sector.” The conference has

also provided a forum for addressing structural change and emerging

trends in the bargaining environment, some of which have been related

to the interrelations suggested abave.A
The issues raised by these observations and the perceptions of
students of farmer bargaining argue the need for in-depth study of partici-

pants and their interrelations. In order to respond to the above, this

research will focus on those commodity environments having the richest
experience in farmer bargaining activity, the processing fruits and
vegetable industries, in order to afford the clearest identification of

the structure of participant interrelationships. Notwithstanding this

commodity orientation, much of the conceptualization and findings should

be generalizable to other commodity groups. Generalization is desirable

given the breadth of commodity populations that would be within the

Jurisdiction of national bargaining legislation.

]Hedlund, F., 1963; Whybark, C., 1965; Knutson, R., 1974.

2Klozbach, W., 1960; Owen, R., 1973; Collette, F., 1974.

o, 3Goldberg, R., 1971; Bailey, J., 1979; Lang, M. and Shaffer, 1977,
Filice, B., 1978; Kautz, J., 1978.

4Gar‘oyan, L., 1961; Filice, B., 1978; Collins, R., 1978.
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1.2 Objectives of the Research

First, it is the objective of this research to construct a con-

ceptual framework for addressing the subject matter. The conceptual

basis needs to be sufficiently broad toaccommodate the boundaries of the
topic and sufficiently rich in scope to maintain its relevancy under

application. Moreover, the conceptualization should serve to guide the

inquiry by offering a systematic representation of behavioral expectations.
That is, the logic of action in the conceptualization should provide a

schema with which to organize the empirical observations. Finally, the

conceptual framework should be able to encompass permutations of the subject

matter under analysis. Given the timeliness of this research, catholicity

of argument is important.
Second, this research is an exploratory effort. The objective is to
describe interrelations among the primary participants in farmer bar-

gaining environments. This requires probing the boundaries of participant

interdependencies and exploring the responses of participants to inter-
dependencies. Such exploration will permit the identification of
dynamic elements in farmer bargaining systems. Attention to elements of
change will enhance the study's descriptive validity and will enrich the
informational basis of ultimate conclusions and specified implications.
The third objective is to organize the discussion of findings by
certa.in performance issues. These issues may be broadly defined as

coordination, accountability, distribution, and structure. Attention to

the issue of coordination means relating observations to the content of

economic signals produced by bargaining interrelations. Accountability

as a performance issue means identifying which interests are served by

decision making processes. This issue might also be called preference
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articulation‘] The distributional aspect of performance will focus

primarily on the distribution of risk and revenues. Focusing on structure
as a performance issue means identifying the impact of interrelations on

exit  decisions and organizational responses such as vertical integration.
These performance issues will be selectively treated in the discussion of

findings. They will also, when warranted, be combined with a time dimen-

sion; some performance discussions will be qualified by short term

versus longer term.
Finally, this research will specify certain policy implications

to aid participants and policy makers in farmer bargaining.

1.3 Research Methods

Among the reasons for the relative neglect of such studies
(organizational decision making) . . . is that they are
extremely costly and time consuming, with a high grist-to-
grain ratio, the methodology for carrying them out is
primitive, and satisfactory_access to decision-making
behavior is hard to secure.

As will be developed in the conceptual framework to be presented
in Chapter Three, the macro unit of observation, the farmer bargaining

environment, can be envisioned as a political system. Furthermore, the

macro system may be segmented into three or more subsystem processes.
Attempting inquiry and analysis at either level is complex and challenging

to realize. The research strategy of this study has nevertheless,

attempted to be comprehensive in scope.
The research began with a literature search. The intent of such a

search was to gather background materials that could offer both a

TShaf“fer-, James D., "Preference Articulation and Food System

Performance," in Farris, P., forthcoming.

2S’imon, H., 1974, p. 501.
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description of the environment and identify questions of interest. Census,

directory data, and various statistical calculuses were reviewed. Further-

more, perceptions of students of bargaining were catalogued and organized

into issue areas. These efforts permitted the initial construction of an

empirically relevant model describing the organizational process of the

subject matter. In light of secondary empirical observations and con-

ceptual formulations, a background was established on which to conduct

primary data collection.

Based on the compiled secondary information, it became evident that

the web of processes and variables contained in the subject matter

warranted a case study approach. Hence it was decided to focus on the

inner workings of the various subsystems comprising farmer bargaining.
This meant looking at the organization and behavior of three participant

subsystems: bargaining associations; cooperative processors; and pro-

prietary processors. The goal of such a focus was to bring detail to

the analysis of decision making processes and thereby provide higher

empirical re]evance.1

The process used to collect primary data consisted of conducting
interviews in different farmer bargaining environments with managerial
decision makers from the units of analysis comprising each participant

subsystem. Thus interviews were held with managers of bargaining

associations, cooperative processor organizations, and proprietary

processor organizations. The task in each interview was to obtain a

description of the organization's interrelations with the other two
participant subsystems in farmer bargaining. The content of each

Tsalter, L., 1942.
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10

interview corresponded to hypothesized interdependencies and behaviors
emanating from the conceptual framework. Therefore, there was great
consistency in the interview process conducted within each subsystem.
In light of the focus on interrelations among participant subsystems
there was also a high degree of such consistency among the subsystems.
Thus, a highly similar interview format was used with all units of
analysis with variation being a function of different perspectives on
equivalent subject matter.

The sample was selected on the basis of several criteria. First,
from the researcher's vantage it was important to select bargaining
environments in which the three participant subsystems were present. “\
Second, environments were selected with varying degrees of bargaining
maturity. The states of California, Oregon, Washington, Michigan,

New York, and Pennsylvania constituted the primary bargaining environ-
ments selected for cross sectional anah/sis.1 Limited observations were
also made of some participant subsystems in Idaho and Virgﬁm’ra. It was
also deemed desirable to select for variation in units of analysis with-
in each participant subsystem. Thus bargaining associations bargaining
terms of trade for annuals and those bargaining terms of trade for
perennial crops were sampled. Cooperative processing organizations of
numerous varieties were sampled including ones that were single product
or multiple product and used single pool accounting or multiple pool
accounting. In sampling the proprietary pl;oceSsing organizations as the
third participant subsystem, both single state and multiple state

operations were studied. Finally, a concerted effort was made to gain

]See Chapter Two for a description of state environments, both
legal and economic.
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11

a sample of interviews from proprietary organizations engaged in vertical
Tinkage arrangements, such as joint ventures or participation plans, with
grower interests.

Within each state bargaining environment a sample of bargaining
associations, cooperative processors, and proprietary processors was
selected on the basis of managerial self selection. This is to say that
managers of specific organizations in these participant subsystems were
contacted and the research was briefly explained to them. HNo bargaining
association or cooperative processor managements denied access to the
researcher. Only a few managers of proprietary processor organizations
refused to meet the researcher. Thus, in general, the researcher was
successful in persuading managers of respective participant organizations
to agree to interviews that averaged one and one-half hours in length.
These interviews were conducted with the understanding that no direct
personal attributions would be made without the express permission of
the individual. Many managers expressed avid interest in the subject
matter of the research and a desire to offer their insights.

In summary, managerial decision makers from 14 bargaining assccia-
tions, 25 cooperative processors, and 18 proprietary processors comprise
the population studied. For many of the 57 organizations, several
representatives of management were interviewed. Numerous other inter-
views were conzjucted with individuals having a relationship with or
perspectives on farmer bargaining. This group included grower-processors,
administrators of bargaining rules, other industry interests, and

knowledgeable observers. A total of 118 different individuals contributed
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12

interviews to the stucly..l The bulk of these interviews took place
during the six month period from December 1978 to May 1979 and almost
all were recorded on tape cassettes.

Having conducted the interviews according to the issues developed
in the conceptual framework, the aggregate information was similarly
organized. Hypothesized interdependencies and behaviors were grouped
into three areas of inquiry corresponding to the three basic relation-
ships among the participant subsystems:

1) Bargaining Association with Proprietary Processor
2) Bargaining Association with Cooperative Processor
3) Cooperative Processor with Proprietary Processor

Observations on the units of analysis comprising each subsystem are
first presented in aggregate pools. Certain stratifications or segmenting
of pools are then presented. The segmentations are variable and are on
the basis of 1) history of experience with bargaining, 2) geography,

3) single versus multiple pool accounting, and 4) single versus multiple
state operations.

Specific observations on the units of analysis were organized by
collapsing information into an attribute. This process constituted the
coding task. Information relevant to certain interdependencies and
behavioral responses was assembled and, according to a tolerance of
variability, assigned acoded form. Some of these forms were of the
present or absent, yes or no variety. Others exhibited a scale such as
good to fair to poor. Reporting these coded findings within the context
of the attribute was then done on the basis of numbers of respondents

B —

]See Appendix for a full listing.
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13

indicating a certain response or characteristic. The precise attribute
and coding system for participant characteristics are contained in the
findings chapters.l

In addition to reporting on findings from primary data certain
statistical tests were conducted on secondary data from the Census of

Manufac:‘cur‘ew-s2 and The Directory of the Canning, Freezing, Preserving

Industries.3 These tests were tests of differences between means and
were used to gain indications of structural change in the environments
relevant to the research. The findings from these tests are presented at

the beginning of Chapter Five.

1.4 Overview

The following sequence of chapters corresponds to the actual
research process. Chapter Two is primarily descriptive, emphasizing
the legal and economic environments explored by the study. It also
describes the various economic actors comprising the participant sub-
systems. The chapter is based on both secondary and primary data and
provides an overview of the bargaining environments under study.
Chapter Three is the theoretic chapter and offers a conceptual framework
for exploring the subject matter. It consists of two parts. The first
is a theory of behavior with emphasis on the managerial decision process.
The second is an applied conceptualization in which the general subject

matter is integrated with the theoretical construct. Hypotheses about

]Chapters Four and Five.

2 H
Census of Manufacturers, various years.

3The Directory, various years.
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interdependencies and responses to interdependencies are generated from
this applied conceptualization.

Following the conceptual statement are two chapters of findings and
discussion of findings. The first (Chapter Four) focuses on interrelations
between the bargaining association and the two processing sectors: that
which is proprietarily organized and that which is cooperatively organized.
The second (Chapter Five) addresses issues of structural change in
bargaining environments and the impact of competition between the coopera-
tive and proprietary processing sectors. Each chapter first presents
findings and then offers discussion of the findings according to selectively
advanced performance issues.

Chapters Six and Seven build on the earlier work. Chapter Six, as
the penultimate chapter, presents first an integration of overall dis-
cussion in the form of summary conclusions. Building on this statement
of conclusions is a presentation of policy implications. The final
chapter consists of related research topics that, on the basis of this
inquiry, warrant attention. The appendix consists of supporting materials

not deemed central to the text.
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CHAPTER TWO
DESCRIPTION OF PARTICIPANTS AND ENVIRONMENTS

Introduction
This chapter outlines the major descriptive parameters of the

research subject including the characteristics of the participants
and the environments in which they perform their economic activities.
The chapter will first outline the legal bases of bargaining. The

summary of the legal bases will be succeeded by a description of the
three classes of participants which constitute the population of the
study. This will be followed by a presentation of information indicating
both the economic importance and structural characteristics of bargaining

Such information will be presented first in aggregations

environments.
These dimensions

and then stratified by select geographic dimensions.
will be by state or region.
2.1 Legal Bases of Farmer Bargaining
National Basis
The legal basis for bargaining by farmers derives from specific

legislation in the beginning of the 20th century directed towards per-
The

2.1.1

mitting farmers to act as groups in various market activities.

varied and numerous organizations collected under the rubric farmer
cooperatives, of which bargaining cooperatives are a variant, stem
from these legislative edicts. The two statutes are the Clayton Act

15
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of 1914 (38 stat., 730, 731, 15 U.S.C.A., 17.) whose section 6 addresses

agricultural organizations and the Capper-Volstead Act of 1922 (42 stat.,

388, 7 U.S.C.A. 291-292). Both statutes provide limited exemptions for

agricultural producer organizations from the antitrust laws contained in
the Sherman Antitrust Act of 1911 (26 stat., 209, 15 U.S.C.A.) and else-

where in the Clayton Act of 1914. Various legal challenges to the anti-

trust exemptions accorded agricultural producer organizations in these
acts, especially those exemptions contained in the Capper-Volstead Act

of 1922, have produced case law defining the nature of the exemption and

the type of producer organizations covered. Currently, the Treasure i

Valley suit settled in 1974 provides the clearest affirmation that agri-

cultural producer bargaining groups constitute a form of producer
cooperative covered by the jurisdiction of the Capper-Volstead Act.1 For

a fuller enumeration of legal challenges to agricultural producer

cooperatives in genera12 and to bargaining-type cooperatives sp(et:'lficaﬂy3
see the literature cited below.
Though not addressing bargaining type cooperatives directly, the

Agricultural Marketing Agreements Act of 1937 (50 stat. 246, 7 U.S.C.A.,
1937) has relevance for them. Among other things, the Agricultural

Marketing Agreements Act provides for the control of volume of product
1Treasuv‘e Valley Potato Bargaining Association, et al., vs. Ore-Ida
Foods, Inc. and J.R. Simplot Company, U.S. Court of Appeals for the
Ninth Circuit on Appeal from the U.S. District Court, Idaho, No. 71-2742,
April 11, 1974, p. 9.
ZSee: U.S. Department of Justice, Report of the Task Group on

Antitrust Immunities, January, 1977;
id, The Attorney General's National Committee to Study the

Antitrust Laws, 1955;
Federal Trade Commission, Staff Report on Agricultural Coopera-
tives, prepared by the Bureau of Competition, September 1975.

3lang, M. 1977. pp. 151-186.
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moving to market. Such control can alter the value of product expected

by producers in their transactions with buyers. Realization of enhanced
values can be attained through collective action to complement supply

controls. As stated by Abrahamsen:

Marketing orders for fruits and vegetables and tree nuts
control the volume marketed through specific provisions

as to quality and size of produce authorized for fresh
markets. . . . in most instances, after the marketing
orders and agreements establish a favorable institutional
setting and provide the necessary control and regulatory
tools, cooperatives become the implementing agency of
producers. Thus, the tie-in between market-order programs

and bargaining cooperatives is very close.

Associations of producers utilizing the provisions of this act would

also be exempted from antitrust 1iability.

The Agricultural Fair Practices Act of 1967 (Public Law 90-288,

7 U.S.C.A., April 16, 1968) is the next chronological explicit legisla-
tive statement addressing bargaining activities by producer groups.

Its thrusts are to declare illegal certain impediments, specifically
discriminatory policies by buyers against producer members of bargaining-
type cooperatives, to bargaining activity by cooperatively organized

producer groups. The events leading to the promulgation of this Act have

been detailed at Tength by Tar‘ger‘son.3 Succeeding this legisla-
tive effort have been efforts to establish a more detailed national
bargaining bill to remedy the shortcomings of the Agricultural Fair

Practices Act of 1967 in providing adequate delineations and sanctions
for the support of bargaining-type producer cooperatives. The Sisk Bill

(HR 6372), the Ammerman Bill (HR 13869) and the National Agricultural

labrahamsen, M.A., 1976, pp. 219-220.
2Un'ited States v. Borden Co., 308 US 188, 198 (1939).

3Torgerson > R., 1970.
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Bargaining Act of the 96th Congress (HR 3535) introduced April 10, 1979
are all highly similar and are directed towards specifying the following:
1) delineating unfair practices; 2) defining bargaining in good faith;

3) specifying procedures for the accreditation of associations of
producers; 4) specifying the assignment of association dues, fees, or
retains; and 5) stipulating provisions for mediation and arbitration,
administration, and enforcement of the act's provisions. The current act

would also repeal the Agricultural Fair Practices Act of 1967.

Paralleling national legislative efforts to promote the establish-
ment of bargaining-type producer cooperatives has been a plethora of
initiatives by individual state legislatures. State laws of varying
specificity exist in the states of California, Colorado, Idaho, Maine,
Michigan, Minnesota, New Jersey, North Dakota, Ohio, Oregon, Washington,
and Wisconsin. Proposed state laws are currently being considered in
the states of New York and Pennsylvania. The following section will briefly
review the state initiatives in the states comprising the study's sample:
California, Oregon, Washington, Idaho, Michigan, New York, and Pennsylvania.
For a fuller review of state initiatives the reader is referred to the

comprehensive enumeration by Lang.1

2elis2 State Bases
California has a tradition of state support for bargaining activity

dating from the California Agricultural Code of 1961.2 This and the

amendment of 1974 (SB 1941) specify unfair practices, certain respon-

sibilities of the Director of Agriculture and sanctions, and also impose good

1Lang, M., Supra.
2Cah‘forn‘ia Agricultural Code, Chapter 2, Articles 1-3, 1961.
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faith bargaining stipulations. Under good faith bargaining, it is an
unfair practice for handlers to "refuse to negotiate or bargain for price,
terms of sale, compensation for commodities produced under contract, and
other contract provisions relative to any commodity which a cooperative
bargaining association represents.“l Handler is defined as processor,
handler, distributor or agent of any such person.2 Under this law some
bargaining groups, called associations, have developed voluntarily and
have attempted to conduct negotiations with handlers. The absence of
funds with which to enforce the law and the lack of guidelines for enforce-
ment have meant that the effectiveness of the legal basis for bargaining
activity is questionable. However, the history of bargaining activity

in the cling peach and bartlett pear industries indicate that bargaining
efforts can arise without more explicit state support.

Washington, Oregon, and Idaho also have state initiatives. They are,
however, more Timited than California's good faith bargaining law. The
Washington State Code3 addresses discriminating practices by handlers to
weaken efforts of bargaining associations to establish terms of trade.
Though the state code is limited in scope, a much more comprehensive
legislative effort is under consideration. The proposed bill, termed

the Washington State Agricultural Marketing and Bargaining Act of 1979,

states that:

the intent of the legislature (is) to establish standards
of fair practices that shall be observed by handlers and
associations of producers in their dealings in agricul-
tural products, to provide standards for the accreditation

1Calh'forn'ia Agricultural Code, Chapter 2, Article 2, Section 54431, (e).

2Ca]ifornia Agricultural Code, Chapter 2, Article 2, Section 54432,

3Washin_qton State Code, Title 20 Commission-Merchants Ag. Products.




fs 10

atuel
fr the enfo

T pecific provi
furgaining Taw whi
sm General state
wsiciations and r
sfigtle.? The
of association rev
Tgislation in proq
teless, has evolve
“mprenensive bargs
discussed are as fc
10 provide for
bargaining; to
producers; to
for administra
enforcement au
provide for en

2llow the Dire
have investiga

S«h state initiati
Tittle beyond natio
birgaining associat

Broposed washi
s Section, Section]

Zregon state s
Yang, M., Supr!
S1daho Code, Ch.
$roposed 1daho



20

of cooperative associations of producers of agricultural

products for the purpose of bargaining, to define the

mutual obligations of handlers and associations of pro-

ducers to bargain with respect to the production, sales

and marketing of agricultural products, and to provide

for the enforcement of such obligations.l
The specific provisions of this act closely reflect the existing Michigan
bargaining law which will be discussed below. The QOregon Cade2 provides
some general statements as to unfair practices with respect to bargaining
associations and remedies for such practices. Its impact is, evidently,
neg]igib]e.3 The state of Idaho has a law4 providing for the collection
of association revenues but goes little further than existing national
legislation in promoting bargaining activity. Bargaining activity, never-
theless, has evolved in the potato industry. Efforts to introduce a more
comprehensive bargaining law have yet to be successful. Provisions being
discussed are as follows:

to provide for unfair practices; to provide for good faith

bargaining; to provide for accreditation of associations of

producers; to provide for final offer selection; to provide

for administration of (the) act; to provide for independent

enforcement authority; to provide for judicial review; to

provide for enforcement; to provide for civil remedies; to

allow the Director of the Department of Agriculture to

have investigative powers; and to provide severability.
Such state initiatives to promote bargaining association activity go
little beyond national legislation. The result is that the success of

bargaining association activity in conducting bargaining is more a function

1Pr‘oposed Washington State Agricultural and Marketing Act of 1974,
New Section, Section 1.

2
3

Oregon State Statutes, 646., 515, 525, 535, 545.

Lang, M., Supra, p. 169.
41daho Code, Chapter 39: 22-3901. 6.

spmposed Idaho Agricultural Bargaining Bill.
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of factors such as control of raw product supply than Tegal coercion.
Such bargaining activity might be termed voluntary.

The state of Michigan has enacted and promulgated a comprehensive
bargaining bill to strengthen historical efforts of bargaining. The

Michigan law is termed the Michigan Agricultural Marketing and Bargaining

Act of 1972.1 It is by far the most specific state initiative and goes
far beyond extant national legislation in designing the environment within
which bargaining activity shall take place. The central provisions of the
act are an exclusive agency provision and a compulsory, binding, final
offer arbitration provision. In the former, an 'accredited' association
becomes the sole representative of all growers in the designated bargaining
unit. Fees are paid to the accredited association. The latter provision
stipulates a course of action for ensuring the determination of terms of
trade if neither the accredited association nor the handler elect to
decline to bargain within a specified period. This course of action is
binding arbitration. The act also provides for an administrative body
to oversee the implementation of the act. This board, among other things,
holds hearings to determine accreditation and to define bargaining units.
It also conducts grievance proceedings related to unfair practices and
breaches of good faith bargaining. Such grievance proceedings may
culminate in exercise of the binding arbitration provision of the act.

To date, the accredited associations are all organized within the
Michigan Agricultural Cooperative and Marketing Association (MACMA)
which is an affiliate of the Michigan Farm Bureau. Bargaining units have
been defined for apples, tart cherries, asparagus, cabbage, cucumbers,
plums, and potatoes. Accredited associations have also been recognized

in all the above commodities except for plums and potatoes. Bargaining
RN Tl R N

Michigan Act No. 344, Public Acts of 1972.



e

inder the act cur
and has seen one
at in tart cherr

The Appalach
the study's sample
there relies on na
wnia have proposa
by Michigan's act.
few York, Pennsylv;
inwhat might be te
it best, informatic
Tebers of respect
tion for apple mark
e had very Timit
product,

The bargaining
€0t states can be
Glifornia, Washingt
u nascent bargaini
50 be noted that C
regn, and Idaho, h
Hrgining initiativ
s its Agricultun
#d the Appalachian

icigen Comne

# fargaining Board
Sacfation (Red Tar

lrgining for tart




22

under the act currently takes place in cabbage, apples, and asparagus
and has seen one year of activity in tart cherries. Bargaining under the
act in tart cherries and potatoes has been stayed by court action.1

The Appalachian states of New York, Pennsylvania, and Virginia in
the study's sample have no state bargaining legislation and thus activity
there relies on national legislation. However, both New York and Pennsyl-
vania have proposals for state legislation and both proposals are influenced
by Michigan's act. Notwithstanding the absence of state legislation,

New York, Pennsylvania, and to a very limited extent Virginia, are engaging
in what might be termed nascent bargaining efforts. These efforts are,

at best, informational, the purpose being to disseminate information to
members of respective bargaining associations. The Pennsylvania associa-
tion for apple marketing does attempt to address handlers but its efforts
have had very limited impact on determining terms of trade for raw apple
product.

The bargaining environments that constitute the study's sample of
eight states can be grouped into three categories: voluntary, including
California, Washington, Oregon and Idaho; mandatory bargaining in Michigan;
and nascent bargaining in New York, Pennsylvania, and Virginia. It can
also be noted that California and, by close proximity, Washington,

Oregon, and Idaho, have the longest historical experiences with state
bargaining initiatives. Moreover, California bargaining activity pre-
dates its Agricultural Code. Michigan has the most recent state initiative

and the Appalachian states have pending initiatives. Historical experience

1M'ichigan Canners _and Freezers, et al., vs. Agricultural Marketing
and Bargaining Board and the Michigan Agricultural Cooperative Marketin
Association (Red Tart Cherry Case - Court of Appeals No. 20750).

Bargaining for tart cherries continues outside of the act.
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with bargaining activity may help explain differences in participant
behaviors in the different states in the sample.

A11 of the extant state initiatives concentrate on the raw product
transaction between associations representing producers and a population
of handlers but fail to delineate the precise role of producer controlled
handlers such as producer cooperatives and grower processors. A partial
exception is the Michigan Act where some mention of cooperative processors
and grower processors is made; under P.A. 344, the Michigan Act, the raw
product volume of cooperative processors and grower processors is ex-
cluded. However, the precise meaning of this exclusion, e.g., does
exclusion in the act pertain only to the determination of volume to be
used for awarding accreditation to an association, is not clearly delin-
eated. Furthermore, the precise obligations and definitions of cooperative
processors and grower processors in the act are not well specified.

Imprecision in regard to these issues has been the basis of current
Titigation in Michigan. A major question of concern to administrators of
and participants under the Act is the meaning of the clause "grower-owned-
and-controlled” cooperatives. The presence of a significant handler
organization having components that are cooperatively and proprietarily
organized has forced consideration of the meaning of this clause. Resolu-
tion of this question could contribute to the very basic issue of who
the handlers are in bargaining; that is, what are the characteristics
of the organizations with whom bargaining associations shall bargain
terms of trade? Of interest to this study is the following query: if
not all handler organizations are bargained with, what difference does
it make? Estimates of the relative importance of the cooperative

processing sector, i.e., the sector that competes with the proprietary
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processing sector yet which is not formally bound to the terms of trade
bargained between the association and proprietary processors, in the
states observed in this study can be found in the separate regional over-
views in this chapter.

Extant national legislation also fails to address the population of
handlers with any precision. This inattention and indiscrimination is
further reflected in current legislative initiatives, both state and
federal. The result is that the existing and proposed law in this area
is essentially silent on such things as the relationship of cooperative
processors and grower processors to bargaining activity. Before
exploring this issue more at length in Chapter Three, this chapter will
offer a taxonomy of participants in the bargaining environments under
study and provide some indication of the economic characteristics of

those environments.

2.2 Participants in Farmer Bargaining

Farmer bargaining consists of the determination of terms of trade
between agricultural producers and buyers, commonly called handlers or,
in this study, processors. It is a collective effort by such producers
representing an aggregation of raw product. It is a collective effort
to t:ounte\rvaﬂ1 the economic power of processor buyers. Among the
purposes are the enhancement of economic returns to agricultural pro-
ducers and the eliciting of information from the production and processing
sectors. Such information is needed for planning agricultural pro-
duction and raw product marketing decisions. Thus, the primary rela-

tionship in farmer bargaining environments centers on the transaction

lGalbraith, John K., 1952, Chapter 9.
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between processors and producers. This section will first look at these
transacting entities. It will then treat another entity, the cooperative,

and outline its relationship with the primary actors.

2.2 Bargaining Associations

The structure used for collective action by agricultural producers
as they address processors in order to determine terms of trade for raw
product is the bargaining association. The bargaining association con-
sists of general grower membership, a directing committee such as a board
composed of grower members, and management. Though the pdpulation of
general membership may consist of diverse types of growers, the associa-
tion is typically oriented toward the marketing of a single commodity.
There are cases of bargaining associations that market more than one
commodity though with each commodity being addressed separately. In the
Michigan bargaining environment, for example, the Michigan Agricultural
Cooperative Marketing Association (MACMA) encompasses bargaining activity
in several commodities but each on a separate basis.

In regard to the diverse characteristics of grower membership in
the bargaining association, growers may, for example, market strictly or
partially in cash markets for raw product; that is, growers may be
vertically integrated into processing for all or part of their crop and
still, for various reasons to be addressed later, belong to the bargaining
association. Growers may also be multiple commodity producers or special-
ized in one commodity.

The directing committee, called variously the board, the bargaining

committee, the steering committee, or the executive committee, works with

YGalbraith, John K., 1952, Chapter 9.
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management of the association to set policy and bargaining strategy.

This group may reflect the diversity of the general grower membership.
Grower membership in bargaining associations is generally voluntary.

The exception is bargaining in the state of Michigan when it takes place

under the state bargaining law. Submission of dues (marketing fees)

which constitute the source of revenue for the operations of the bargaining

association is also generally voluntary. In Michigan, bargaining legis-

Tation can oblige the payment of marketing fees by the legally defined

relevant population of growers whether they are members of the bargaining

association or not.

2.2.2 Proprietary Processors

Facing the bargaining association is the processing sector, or more
specifically, the proprietary processing sector. This sector consists of
privately organized processing firms that use raw product as an input in
the production of processed products. Since this inquiry is limited to
bargaining environments in fruits and vegetables, it will constrain its
exploration of proprietary processors to include only those involved in
the processing of fruit and vegetable raw products.

The proprietary processor sector in bargaining environments exhibits
considerable variation in organizational characteristics. One variable
of interest to the study is captured by the term geographic reach.

Some proprietary processors procure and process raw product strictly
within a single state. Many such firms are small manager-owned opera-
tions processing a few fruits and/or vegetables. These single state
firms also tend to sell processed products in private label markets; that
is, they sell in undifferentiated finished markets. Other proprietary

processors may be able to avail themselves of geographic reach; they
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procure and/or process in more than one state and thus may exceed the
geographic boundary of a specific bargaining environment. Many such pro-
prietary processors have differentiated their processed products by

brand identity and sell in brand as well as private label markets.

Typically the manager of the bargaining association and a representa-
tive of management of the proprietary processor meet prior to harvest
(prior to production of annuals) to discuss and come to agreement on terms
of trade, the major component of which is the transfer value. As the
bargaining association tends to bargain terms of trade one on one with
individual proprietary processors, there may be variability in said terms
among the population of proprietary processors. There are no legal
stipulations that uniform terms of trade shall prevail in bargaining
environments.

The bargaining association and the proprietary processor sectors
constitute the primary components of the bargaining environment. However,
other sectors, in particular the vertically integrated grower-processor
sector consisting of cooperative and grower processors, may also be

important to bargaining.

24253 Cooperative Processors

The cooperative processor sector is of interest to the proprietary
processing sector because it competes both for raw product supplies and
for sales of processed products. However, the competing cooperative
processor sector is not bound, as is the proprietary processing sector,
to abide by the terms of trade determined by bargaining. The result,
then, is a difference in raw product input costs sustained by the pro-

prietary processor in comparison with the cooperative processor.
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The cooperative processor sector is important to the bargaining
association for several reasons. One is that because of its competitive
role in processed product markets, cooperative processor behavior may
influence relations between the bargaining association and proprietary
processors. Specifically, proprietary processors' uncertainty as to
competitive behavior of cooperative processors may influence the willing-
ness of proprietary processors to bargain terms of trade with the bargaining
association.

The bargaining association may also be sensitive to the cooperative
processor sector because it competes with it for grower member clientele.
Such competition may resolve itself somewhat by virtue of growers who
belong simultaneously to the bargaining association and a cooperative
processor. This group of growers, called dual members, and the motiva-
tions for their existence will be explored at length in Chapter Four.

The cooperative processing sector consists of organizations exhibiting
appreciable variability. However, all the cooperative processor organiza-
tions consist of a general membership, a board of directors, and manage-
ment. The general membership may be comprised of a diverse group of
growers having various size production operations and producing variable
numbers of commodities. Furthermore, grower members may market all their
production through the cooperative or market some in cash markets and
some through the cooperative. Similarly, the cooperative processor
organization may process only member product or a combination of member
and non-member product. The latter mix raises the question of whether
non-member product that is processed by a cooperative organization is
within or beyond the purview of the bargaining association and what

difference it makes to the participants in bargaining.
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The board of directors of the cooperative processor organization
may reflect the diversity of the general membership. Some boards are
organized to ensure that all commodities processed by the cooperatives
are represented. Others base board election on other criteria.

The board typically has ultimate responsibility for the performance
of the cooperative. It thus works closely with management to set policy
and conduct reviews of managerial performance. Some managers are more
independent of the board of directors than others depending on the organ-
ization of the cooperative and the controls available to the board of
directors.

There are two other organizational characteristics of cooperative
processor organization that are of special relevance to this study:
commodity diversity and the accounting system. Some cooperative pro-
cessors are involved in processing only one commodity. Cooperatives
such as SunMaid Cooperative, Lindsay Olive Growers, and Red Cheek, Inc.
arre examples of single commodity cooperative processors. Others process
more than one commodity. The result is the possible existence of interest
groups within the cooperative processor organization aligned by commodity
orientation.

The accounting system used by the cooperative processor to determine
allocations is another dimension of cooperative organizations. The
systems of particular interest to this study are multiple pool and single
pool varieties. In multiple pool accounting each commodity is handled
separately, incurring its own processing costs and earning its individual
returns. Such individual treatment poses problems in the allocation of

shared costs and shared returns; when certain costs or earnings are
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not identifiable by commodity, their accurate distribution becomes
difficult.

In partial response to such difficulties, some cooperative processors
utilize a single pool accounting system. In such cooperatives, costs of
processing all commodities are co-mingled as are the various returns to
sales of processed products. Disbursements are then made according to
some accepted decision rule. For example, a raw product value from cash
markets, e.g., the proprietary processor purchase price, may be used to
determine the relative positions of commodities in reference to commodity
returns. A mathematical representation of this particular decision rule
can elucidate the distribution mechanism. Let the raw product price Pr
be the basis for allocating net returns to each commodity then:

TRi = QiPri o
TRy

E]
IE]

QiPrj

1 J=1

J

Where Tri is total net returns to commodity i.

Where Qi is total quantity of commodity i delivered.

Where Qj is total quantity 1 . . . n delivered including 1.

Where Pri is cash raw value per unit commodity i.

Where Prj is cash raw value per unit commodity i . . . n including i.

Where n is the number of commodities processed including i.

Where TRj is total net returns to each commodity 1 . . . n.
Thus, each commodity's share of net returns will be affected by the cash
raw product value of the other commodities within the single pool as well
as its own cash raw product value. This interdependence extends to pay-
ment of raw product input value as well in that net returns from the
single pool are net of input payments. Thus, as in the above mathematized

representation, Total Product Returns (TPR) to commodity i are as follows:
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™R = Qipri o+ —APPE

T QjPrj J
j=1

]

TRi

2.3 Absolute Economic Importance and
Select Structural Characteristics

This section of the chapter will provide descriptive information on
the absolute and relative economic importance of the farmer bargaining
economy. To do so it will present a series of tables indicating the
incidence and impact of farmer cooperative fruit and vegetable activity
in the national economy. This activity derives from two organizational
varieties: bargaining cooperatives, commonly termed bargaining associa-
tions, and cooperative processors. Their separate and combined incidence
will be documented below. This section will also provide descriptive
information on select structural characteristics of the individual states
that comprise the sample of this study. Accordingly, certain data on
market shares, number of organizations, and concentration ratios will be
presented in a state by state treatment. Not all fruit and vegetable
industries will be addressed; only those industries germane to the study

will be outlined.

2:3:% National Economic Impact

In order to describe the national economic impact of farmer bar-
gaining activity this section will draw on past compilations as well as
compilations developed by this researcher. In some cases, the tables
presented will be a combination of primary and secondary data. This

will be true for the national information as well as for state informa-

tion.
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A. Bargaining Association Activity

Table 2-1 based on information applicable to the 1971 fiscal year
has been developed from secondary sources. This table records the volume
of product and absolute sales represented by bargaining associations in
a variety of major fruits and vegetables, including sugar beets. In this
table the grand totals for physical volumes and sales volumes equal
27,687,500 tons of product bargained at a sales value of $662,198,200.
These figures represent commodities sold for processing.

From the same secondary source used for Table 2-1 can be derived
the geographic incidence of bargaining associations for the 1971 fiscal
year. Table 2-2 lists the states with bargaining activity broken down
by major commodity groupings of fruits, vegetables, and sugar beets.
There are 53 bargaining associations including 29 American Agricultural
Marketing Association (AAMA) bargaining entities involved in fruit,
vegetable, livestock, or poultry bargaining. Out of these 29 entities
there are 11 fruit associations, 8 vegetable associations, and 5 sugar
beet associations, for a total of 24. Of the total 53 bargaining entities
identified in 1971, the 8 states of this study's research sample
(California, Oregon, Washington, Idaho, Michigan, New York, Pennsylvania,
and Virginia) represent 23 or approximately 43 percent of this popula-
tion.

Lang1 conducted a census of bargaining activity in fruits and
vegetables and ‘sugar beets for the year 1976. The following table,

Table 2-3, is presented using information from the Lang study and other
industry sources. Where available, dates have been included to
indicate the year in which bargaining first appeared in that commodity

in that state. Based on identified bargaining activity in 13 states, in

1Lang, M., Supra.
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Table 2-1
Total Volume and Sales Represented by Bargaining
Associations in Major Fruits, Vegetables and
Sugar Beets for Processing: Fiscal Year 1971

Physical Volume Sales Volume

Bargained Commodity '000_tons '000 dollars
Asparagus 21.8 9,263.6
Beans 62.3 5,994.8
Beets 1723 355.1
Cabbage 37.7 657.7
Cucumbers 49.8 4,750.5
Peas 70.6 6,766.8
Pop Corn 12.8 671.8
Potatoes 2,341.9 90,304.0
Sweet Corn 205.4 5,240.6
Tomatoes 258.7 5,310.6
Other 21.9 1,565.6
Subtotal 3,100.0 130,881.1
Apples 265.4 14,899.6
Berries 3.8 1,771.0
Cherries 44.7 8,573.1
Citrus 283.6 16,541.5
Grapes 310.6 22,921.2
Peaches 402.7 31,033.0
Pears 88.5 10,146.0
Prunes 30.0 9,000.0
Other 72 641.7
Subtotal 1,463.5 115,527.1
Sugar Beets 23,151.0 415,790.0
Grand Total 27,687.5 662,198.2

Source: Farmer Cooperative Service, USDA,
Information 90, 1973.
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Table 2-2
Geographic Incidence of Bargaining
Associations: Fiscal Year 1971

Total Number of 2
States Fruit Vegetable Sugar Beet AAMAL/ Bargaining Entities

California 6 1 1 8
Washington 3 3

Florida 2 1
Oregon
Idaho
Utah
IMlinois
Colorado
N. Dakota
Michigan
Texas

6
3
2
2
1
2

Sl i, e )

Indiana

Ohio

Wisconsin

Pennsylvania

New York

Virginia

New Jersey

Maine

Other 0 0 0

e R S SR R U L e

2
2
2
2
1
1
1
1
1
1
1
1
3

1
Subtotal 1 8 5

~n
©

Grand Total 53

Source: Farmer Cooperative Service, USDA,
Information 90, May 1973.

l-/AAMA (American Agricultural Marketing Association) is a multi-

commodity (fruit, vegetables, livestock, poultry) organization.

g/Given the multi-commodity nature of many AAMA‘organizations these numbers
understate the total number of bargaining entities.
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Yaargaining since 1975 under Pubifc Law 344
Yaarqaining under Public Law 344 only in 1975.

Yaargaining under Publfc Law 264 since 1973.

Table 2-3 Comad1ty-Stats fatrin on Carrent lgencification of
B i e Phi s AT oy ket
Eariies tBarmaininy Effortst Frutts, [erstabiss, fioer Beets
sute @ @ Hoom W om0 o R W M u
Commodity
Apricats 8.cP 23
1574
Cling Peaches 8.cp
1522 23
Freestane Peaches 3,02 e
1960
Camning Pears 8,00 3 8.c?
1953 1854
Raisins 8,cP
1967
Apples 2] 8.cP ZI—-]
1961
1975V
Slueberries 8,c? @
3 1340
Tart Cherries 8,c @ 8.cP
1358
19757
Grapes e 8e.cP 8 8,cP
1967- 1360
1968
Filberts 8e
Prunes 8,cP
1968
Strawberries 23 23 8.CP
fled Raspberries @ 3
Sueet Cherries 23 23 ] @ o
Sugar Beets s 8 8 » 8
sraccali s.cp ] )
Popcarn 8
Beans 8.0 3 8 8.cP o
Tonatoes 3,cp s 3 8 o
1976
Bush Beans 3
kraut Cabbage 8 @
19e7
l'Jné/
Asparagus s.cp 8¢
1560 be
19763/
Lina Beans 53 s .
Carrot: scp P
arrots o 1567
Cauliflover s c? 8.cp
Cucumbers 8 ?
Potator » 8 scp 8 5ose 8 8,cP
e s ¢ 1360
Beets cp e
Cabbage s o
P 3 8 8 8,CP B,
i 1360
E rn s 8 8 8.7 80P
weet Co 8 1867
Plums 53 BELCP @ e
A ¢ Lang, .. 1977
Rotations saurcest Lngs M BT e, 173 "
: nning, Fre Preserving
8 : Bargaining ictiv Sireliaty ot Camnina, sozing,
CP: Caoperative nmc-mng Activity Industries, 1978-1973
€1 of Actf HekiTlan, H.. 1
Industry Sources.
Notes:
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1976 there were 33 commodities being bargained. If each state commodity
paring represents a bargaining entity then this population consists of
55 active entities in 1976.

Some recent information on the absolute value of commodities affected
by bargaining activity in fruits and vegetables is presented in Table 2-4.
Table 2-1 above presented absolute values for bargained commodities .
identified in a study of fiscal year 1971. Langl has also provided some
indication of the absolute value of commodities sold under bargained
contracts. Table 2-4 is extrapolated from Lang data and other secondary
sources. Based on these findings and the assumptions noted on the table,
there was a 77 percent increase in the value of bargained fruits, vege-
tables, and sugar beets for the period 1971 to 1974.2 Without doing an
updated compilation of such commodity marketings it is difficult to argue
unequivocally that percentage increases represent a continuing trend. An
update is currently being prepared by the cooperative unit of the Economics,
Statistics, and Cooperatives Service.3

An additional indicator of the impact of farmer bargaining activity
may be garnered from a presentation of the relative importance of state
production of bargained commodities compared to total U.S. production
of those commodities. This information is summarized in Table 2-5 and
consists of percentages indicating the percentages of total U.S.
commodities for processing produced by various states in which there is
bargaim‘ng activity. The aggregated stated percentages which represent
the total percentage of national product originating in states with

bargaining by commodity are presented in the end column of the table.
—_—
1Lang, M., Supra, Table 3.

2Undeﬂated values.
3Update in process by Gilbert Biggs, ESCS, USDA.
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4 Use as 3 percentige of Total U.S.
e Tor_those Stuces laving Ry
€getables, sugar Beets) for the Year 1978

Table 2:5 Total State Production of Commadities for Proc
Froduc tion ot Comiodi ties for Process
smmeq Retivity Tor those Lo tras TFrote,

Aggresate

state CA €0 1D IN ME ML M N O ® U L production
Comodity
sugar Beetsy/ 2.4 55 8.5 .8 18.1Y
Broccal § 95.3 95.3
Pop Corn N/A
Snap Beans?/ 2:3 207 WA 2.0
Lina Beans A WA
Cabbage wa WA WA
Asparagus 2.6 18.7 0.2 9.5
Carrots 1.1 19.1
Cauliflower 85.1 WA 85.1¢
Cucumber 9.0 /A 9.0¢
Potatoes (Fall)Y 2.0 2.1 9.6 2.9 40 66 8.5 169 7.6
Beets 2.5 a2
Peas 18.0 N/A H/A 67.3¢
Sweet Corn 6.5 2.4 WA 13.2 WA 127 208 79.6+
Tonatoes 83.0 3.1 6.5 92.6
Apricats 97.7 9.7
Cling Peaches 8.1 80.1
Freestone Peaches  12.3 12.3
Canning Pears 63.9 67 88.5
Raisins 100 100
Grapes 5 7.9 8.4
Slucberries 2.5 a.5
Strawberries 16.6 16.6
Red Raspberries §7.1 s7.1
Filberts 97.6 97.6
Prunes (Oried) 100 190
Pluss 64.1 6418
Tart Cherries 70.9 70.9
Sweet Cherries WA
Apples 12.1 1214
Notes:

Sources: oncigrus Frutts gt tuis dnmual Smary,
USDR.

Ygased on 1977 €stimates.
WA Mot available.
+ o oatdeast

Fruit Situatio

ation, C
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It is assumed that all of the commodity produced for processing is
influenced directly or indirectly by bargaining. This assumption will
be truer in some market environments than others as a function of the
structure of raw product markets. The percentages are offered, accord-
ingly, not as a precise measure but as an indication of the relative
impact of bargaining in the U.S. fruits, vegetables, and sugar beets for

processing economy.

B. Processing Activity in Fruits and Vegetables

This section will look at the incidence of fruit and vegetable
processing activity in the U.S. economy. It will first review the
incidence of cooperatively organized processing, and second, it will
review certain aspects of the total processing sector with its coopera-
tively and proprietarily organized components.

Cooperative Processing. The data on the incidence of cooperative
processing to be presented here comes from several sources. The 1970-
1971 data comes from an earlier mentioned sf:udy1 and the 1976-1977 data
from a combination of sour\:es.2 By paring the 1970-1971 data with the
1976-1977 tabulation in Table 2-6 and acknowledging that both tabulations
enumerate cooperative processors headquartered in that state, estimates
of the extent of cooperative processing organizations can be obtained.
Some information as to the numbers of cooperative processing plants is
also reported. Whereas the total number of cooperative processing

organizations in 1970 and 1971 was 50 and 47 in that order, the

i 1FCS, USDA, Service Report 119, 1970; FCS, USDA, Service Report 123,
971.

26¢s, USDA, Special Tabulation (B. Swanson), NCFC data, and
researcher's data.
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1976-1977 tabulation identified 67 such organizations. The 1970 and
1971 tabulations are based on respondents to questionnaires prepared by
the researchers. Due to nonrespondent errors these numbers are likely
under-estimates. The 1976-1977 data constitutes a census of cooperative
processing organizations in the commodity groups of fruits and vegetables
for processing.

Some indications of the relative aggregate importance of cooperative
processors in specific commodities may be garnered from a 1969 compilation
by Goldbev‘g.1 This table is reproduced here as Table 2-7. For several
processed commodities, the market share accounted for by cooperative
processing exceeds 20 percent of total industry volume. Attention is
called to raisins, prunes, beans, peas, corn, apples, cherries, tomatoes,
peaches, and pears because these commodities are relevant to the sampled
environments of this study.

Total Processing. Table 2-8 shows the distributions of canning
processing organizations in fruits and vegetables based on preliminary
reports of the Census of Manufacturers data for the most recent year
1977 and the earlier census years of 1972 and 1967. Revealed by the data
is a widespread decrease in the number of canning processing establish-
ments by state; in the aggregate there is a 26.2 percent decrease in these
numbers from 1967 to 1977. In the reported states with bargaining
activity this decrease is 24.2 percent and in the reported states with-
out bargaining this decrease is 37.1 percent (see Chapter Five for

statistical testing on this and other data).

LGoTdberg, R., 1971, p. 16.
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Table 2-7
Cooperative Processing Volume as Share
of Total Volume: 1969 1l
Co-op Share of
Commodity Industry Total
(Percent)
Cottonseed processing 25.9
Soybean processing 15.0
Dairy processing 30.7
Livestock 1.6
Frozen citrus concentrate 40.0
Canned citrus and juice 43.0
Dried raisins 34.0
Dried prunes 63.0
Dried figs 58.0
Frozen green & wax beans 18.0
Frozen corn 21.0
Frozen peas 14.0
Frozen white potatoes 8.0
A11 other frozen vegetables 5.0
Frozen apples 16.0
Frozen cherries 22.0
Frozen berries 9.0
Frozen all other fruits 31.0
Canned green & wax beans 20.0
Canned corn 7.0
Canned peas 6.0
Canned tomatoes 7.0
Canned white potatoes 3.0
A11 other canned vegetables 13.0
Canned apples 31.0
Canned cherries 20.0
Canned peaches 21.0
Canned pears 32.0
Canned grape juice 72.0
A11 other canned fruit 38.0
Source: Farmer Cooperative Service, U.S. Department of Agriculture
1—/Based upon volume data supplied by cooperatives, total industry
volume, and the personal knowledge of FCS commodity specialists.
Prepared by: Goldberg, R., 1971.
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A schematic representation of the distribution of canning and
freezing plants prepared by the National Food Processors Association

based on data in The Directory of the Canning, Freezing, and Preserving

Industr'iesl offers a very general view of numbers of processed plants by

state (Figure 2-1). This schematic representation includes all products

canned or frozen, not just fruits and vegetables. Nevertheless, the

majority of these plants are processors of fruits and vegetables. No

attempt is made in this map to indicate relative importance of states
by volume or sales.

C. Simultaneous Presence of Bargaining Associations and Cooperative
Processors
Table 2-3 above documents the simultaneous presence of bargaining

association activity and cooperative processing by specific commodities.
Table 2-9 presented below summarizes this data by listing those states
with bargaining activity, those states with cooperative processing
activity, those states with simultaneous activity in one or more commodity,
and the number of simultaneously bargained and cooperatively processed

commodities. Evidenced is widespread simultaneous bargaining association

activity and cooperative processing in the U.S., much of which is
located in the important fruit and vegetable production states of this

study's sample: California, Oregon, Washington, Idaho, Michigan,

New York, Pennsylvania, and Virginia.

1The Directory, 1978-1979.
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2.3:2 Structural Characteristics of Select States

The presentation of structural information will be by geographic
area. This section will Took first at the California environment before
turning to the Northwest states of Oregon, Washington and Idaho.
Following this will be a focus on Michigan fruit and vegetable industries.
Description of the market structure of the Appalachian states of New York,
Pennsylvania, and Virginia is limited to the apples for processing

industry.

A. California

Statistics describing the structure of California markets for select
fruit and vegetables relevant to the organizations studied in Calfornia
have been organized in Table 2-10. These commodities are apricots, pears,
peaches, tomatoes, grapes (raisins), plums (prunes), olives, and almonds
all sold for processed use. Some statistics on a variety of other
California commodities are presented as well. Table 2-10 indicates that
for the 7 sampled commodities with active bargaining, the total number of
handlers has been decreasing for the period of 1960 to 1978. The market
share accounted for by cooperatives is generally greater than 40 percent,
except in tomatoes, and is increasing except for prunes. In all of these
commodities, except for freestone peaches, the California share of
national production is large and uniformly above 60 percent.

Apricots. Apricots for processing have been bargained by the
Apricot Producers of Cali<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>