William Heffernan was a professor in the Department of Rural Sociology of the University of Missouri in Columbia.  His talk was about the growing concentration of the food industry in the hands of corporations.  The following notes are based in part on his talk and in part on reports that he prepared for the National Farmers Union (Mike Polioudakis prepared these notes).  Those reports are best viewed directly by access to the relevant websites.

National Farmers Union = http://nfu.org
Please search "Heffernan"

Consolidation in the Food and Agriculture System

http://nfu.org/images/heffernan_1999.pdf
Consolidation in Dairy

http://nfu.org/images/heffernan.pdf
Agriculture is often held up as the closest approximation to the ideal free market but this characterization has changed dramatically in recent years with the growth of large agribusiness firms and with alliances between firms.

Firms may grow in three ways:

-Horizontally by gaining control of many (formerly) independent units, such as by gaining control over many corn farms or by gaining control over many grain elevators.

-Vertically by gaining control of the various phases in the production, preparation and marketing of a crop/product.  For example, firms can gain control of farms, seeds, grain elevators, mills, processing plants, docking facilities, insurance, or supermarkets.

-By forming alliances between firms that allow increased horizontal and/or vertical control.  Typically, firms that have some degree of horizontal control in different phases (grain elevators, seeds) combine so as to establish vertical control and increase their effective joint horizontal power.  This last method seems to be increasingly common.

Some recent innovations have allowed control to be extended more easily.  For example, with the introduction of a gene for sterility in nearly all seed, seed can only be obtained from a seed manufacturer.  The seed manufacturer can then ally with other companies in the industry, such as fertilizer manufacturers.

The increased power of large corporations has led to the greater prevalence of contracts between corporate buyers and client farmer producers, particularly in animal husbandry such as for chickens, turkeys, and pork products.  The greater prevalence of contracts has in-turn further increased the power of corporations.

Traditionally farmer-centered organizations such as cooperatives have begun to be treated more like large farmers clients, and have begun to treat their members as sub-clients whose activities are determined by links above them.  

Usually, when an industry (or "market") has many independent producers/firms, it operates well.  When an industry has few producers/firms, or is dominated by a few very large producers/firms, it often deviatiates away from ideal operation.  Economists say such an industry is "concentrated".   Economists worry when the top four producers/firms control 40% or more of the industry.  The following industries showed signs of such concentration:

Beef Packers

Cattle Feedlots

Pork Packers

Broilers

Turkeys

Animal Feed Plants

Multiple Elevator Companies

Flour Milling

Dry Corn Milling

Wet Corn Milling

Soybean Crushing

Ethanol Production

Some of the largest agricultural firms in the world are:

Phillip Morris

Nestle

ConAgra

Archer Daniels Midlands (ADM)

Cargill

Dow Chemical

Monsanto

Novartis

Continental

It is primarily these firms, and a few others similar to them, that have formed extensive alliances among themselves to further increase their power over production and marketing.

