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Mz, DELLUMS, Mr. Spesker, the fol-

lowing study of agribusiness in Califor~
nia made by Don Villarejo of the Cali-
fornia Public Policy Center deseribes the
impact of big business and agriculture in
our Nation's largest farm outpub State,
The study uncovers important links be~
tween growers and other major inter-
ests, and should be of interest to many
Members, and for that reason, I now sub-
mit it for inclusion in the Rfconp:

THE Porrricsr EcoNomy oF AGRIBUBINESS IN

CALIFORNIA
(By Don Villarejo)

In early 1966 Ronald Reagan decided to
bublicly announce his candidecy for Gov-
ernor of California, Reporters summoned to
the press conference were startied to learn
that the meeting would be held in s private
residence in El Macero, a smell farm com-
munity in the central valley of California.
It seemed strange that a redia wise per-
sonallty like Reagan would forsake the major
metropolitan areas of the state and hold a

_press meeting in a remote agricultural town.

Yol by holding this crucial press meeting
at the howe of John B, Anderson, the world's
largest tomato grower with 40,000 scres har-
vested each year, Reagan sent & signal to
agricultural interests throughout the state:
ho recognized and accepted the primacy of
big agribusiness in California,

The symbolic character of Reagan’s action
showed that he understood that California
is the natlon’s leader in agricultural pro=-
duction. No other state comes elose in terms
of gross farm receipts. California produces
80% of the nation's lettuce, 80% of Bl
peaches and strawberries consamed in the
U8, and 90% of all grapes, Less well known
s the fact thal California ranks first among
all 50 states in the productios of chicken
eggs, 1n tomato production, in BUZAr pPro=
duction, in lemon production, in cotton
production and in the production of feld
vegetable crops. And California’s share in
mauy of the above mentioned products has
been growing rapddlv in recant: vears. Insk
five years ago Celifornia ranked third in
cotton production among the fifty states,
in 1974 our state became the lpading pro~-
ducer, Tive years ago Californla ranked
fourth in milk and cream production. It
now ranks second and soon will become the
“dairy state”. In food products as diverse
a5 green peas, cucumbaers, opts and hay,
California has been moving up in'the renk-
ing of stateg according. to volume of pro-
duction, California agriculture has simply
oufistripped the entire nation In total pro-
duetion.

CHANGING AGHICULTURE
Accompanying the rapid emergence . of
‘Ualifornia a8 the nation’s leading agriciile .
Ttural producer”his - beew .t rhaiked: Change
in the structure of the 'baslc production
unit, Back in 1930 there were 136,000 farma

“in the state, now there are & little less then
'75,000. 'This disappesypnce of nearly half of
all farms in the state has.led to.a rapd.
growth in avorage farm size. This is sum-
marized in Table I helow.

'TaBLE X Acres per ferm it California -

Tear: Acres per farm
224

1950 _ . 260
. 348

o
y

Source: 1830 figure, Califurnia Statistic Ab-

-slract, 1976, p. 182, Other years/Ceniral Val-

ley Report, prepared by the Economic
Research - Division of the Becurity Paclifi¢
National Beuk, 1873, p. 29.

A8 {8 clear from the table, average farm
size has grown most rapidly in the recent
period. We have all heard of the disappearing
family farm, but the figures above suggest
ithat the pressures of growth in farm size
heve accentuated groatly in the most recent
decade. What is the pressure forcing family
Tarms olit of busine:s?

In order to understand Lhe pressure forciig
changes in the basic production unit of agrie
culture, the farm, it is necessary to study the
farm economy. Farming is viable so long ax
farm income, mainly cash receipts for prod-
wcts, eéxceeds produciion expenses by an
smount sufiicient to provide a lMvelihood to
those whe work the farm. For many years
{roughly the first 50 yeurs of this century)
Tarmers' net income amounted {0 abhout 405
of gross receipts. But, begioning around 1960,

. Lhe profitability of farming beyan to slip. Net

ncome &6 8 percont of gross income declined
sharply for the twenty year period 1960-1870.
The besle reason this occurred is that produc-
tion expénses rose more rapidly that did
prices received by farmers for iheir produc-
tion. This “cost-price” squeezs means thnt
preduction units (farms) wilh llmited re-
sources will be unable to provide & livellhood
1o those who work {t, On the othér hand, the
only way to increnge profits is to incrense the
slze of the production unit (farm). In the
words of Security Preisic. Nationat Bank, the
nation's largest bank in volume of agricui-
tural loans:

*“Che narrowing profit margin of the farmer
+-« . has necessitated the Incrensed farm size
to enable him Lo meet the rising costs, There
18 cost-price squeeze and farmers have been
cncouraged W Inorease investment for mod-
ernization and expunsion to help ralse pro-
ductivity and offgset the cost-prive pres-
sures. . . The farm as 4 way of life is rapidly
changing to a highly ¢omplex corporate op-
eration demanding large investmenis of ma-
chinery, supplies, labor, credit and other agri-
cultural servicés needed to compete success
fully on a commercial seale,” .

‘This can be most elearly seen by comparing
the results of the 200 acre average Celifornia
farm in 1050 with the results of the same gize
farm 1. 1066, as well ay with the larger 817
Aacre average farm of 1964, This comparison 18
shown in Table LI :

CTABLE {1~ TARM INCOME AKD EXPEHSE IN CALIFORNIA

Qress

. flet

Year Acres income  Expenses neona
940, . 2u0 16, 565 511,048 $5,877
o de o Ele RIS 7,358
637 7,822 40, 367 : 17,846

‘Thus, by keeping farm size fized the net
income would grow from $5,877 in. 1850 to
only §7,3656 in 1806 {an actual decrense In
terms, of constant dollars afte= takirg infla.

ton into account), On the other hand, by
Ancrdasing .averags: farim Hize, as sctually did

< roceuryibe [IARMe S Tet Aneomé s a . .come

Tortable $17486 tn 1680, The conciusion is
irigscipable: ~only by ineréasing “farm: size
-can: the  farmer: cownteraét' the ! costefirice
Stjueeze;. In faot, net incomé: per dere rose in
this perfod from $23 per-acre:in 1950 to 28
por:acre.in- 1060 as. a.direct. result of the
efficiencies arising . from inoreasing the size
“of the: production unit. (farm).
- CALIFORNIA ‘ACRICULAURE TN rRE SEVingitis
As. indioated previously, ‘the position 1of
Californin agrioulture ag compared with othier
states nap been greatly enhanced in the
period of the seventies., In -part this is due

5;and_pay
. (ractors, efc.).

to the impact of the changes in the structure
of farming just discussed. But it is also due
to the rapid growth in world-wide demand
for food preducts. Both factors have. led to
an enormous boom in gross farm receipts
obtained by California farms. This is shown
in Table III.

TABLE [1].-~FARM CASH RECEIPTS IN CALIFORNIA

lin mitlions)
Farm ¢cash
. receipts Net income
$4,632.9 $983.3
5, 119.8 1,185.8
5,636.4 1,478,2
1,278.0 2,453,2
8,669.2  2,688.8
8,597.9 2,207

Sourca: Cafifornia Statistical Absiract: 1973-75, New York
Times, -Jan. 3, 1976, p. 27, Farm Income Statistics Statistical
Buftetln No, 547, July 1975, Economic Research Service, USDA.

* California Farm ' Income; Aug, 11, 1976; Cailfornia Livestack
and Crop, Reporting Sarvice, USDA,

The Hon's share of both receipts and in-
come go to & relatively small number of
forms, In 1064 the 0.8. Department of Agri~
culturé found that, Oalifornia farms with
recelpts of 100,000 per year or more ac-
counted: for 68.8% of sales in that state,
This compares with an average of 24% of
sales for farms of this size for the entire
nation., By the seventies this concentretion
of slze had increased even further in Oali-
fornis, Farms with sales of $100,000 or more
now aceount for roughly 78% of all asles.
These glant Jarms. also hold most of the
acreage in the state. Farms of 9,000 acres.or
more own 70% of all Californis farm land.
The average size of such farms is 8,518 acres
or roughly i2 gguare miles In ares, One of
these, the Kern County Land Compeny (&
division of Tennaco, Inc.) owns land that
in total ares Is larger than the entire state
of Rhode Island, Clesrly, Qalifornia farming
is now entirely dominated by the 4% of the
farms with moreage In excess of 2,000 acres,
Parm lahor i8 just another purchased service
for these giant farms,

RELATED INDUSTRIES: AGRIBUSINESS

There are two. bagic types of industries
that are vitally related to glant agriculture.
On the one hand there are the industries
that sell services or produets used by egri-
gulture, On the other hand ave the indug-
tries that purchage farm products, Taken o~
gether with the giant farms these industries
are collectively .roferred to as agribusiness,
In order to more clearly sxamine the rols
of farm labor 1t is necessary to examine both
types of industries enumerated sbove,

The role of the service industries is best
understeod by rerefence to the farm produe-
tion expense record. of sgiiculture, This s
outlined in 'Table IV helow,

TABLE 1V..-~1989 CALIFORNIA FARM PRODUCTION EXPENSES
[Doilar amounts in millions)

Type Amount  Percent
Livestock snd poultry..... 3570 163
Feods forabove,, €01 1.2
C cially mix F5)) 9.4
tHay, grain, offiars... 270 7.7
Fertlizor and agricu il 229 6.5
Gasaline and fusl 81 2.3
Hired farm labo 627 17.8
LContract jabior. 153 4.4
Machine hire 90. . 2.6
Other.¢ 3,152 3.9

3,504 100.0

*The. “'ather”* catagory. Includes intorest expenss on crop
0ai 1] for. capHal equl items

Source: 1969 Census of Aghculturs, California Buraay of the

Lensus, .5, Dopartmant of Commerce,
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there are very few items that are unier the
direct -price. control of individugl fa¥ms,

Some, Hke fortiltvos and ngricultura] chem. -

ieals, are directly sold by glant corporations,
For example, two of the largest selling lines
of these products'in Californis'nrs the Ortho
brand produced by the Standard Ol Co. of
Caplifornia and the Oxychem brand produced
by Oceldental Letroleum Corp, These two are
the Inrgest and fifth largest industria)l cor-
porations based in California.

Another example of the prinecipal expenses
faced by farmers is fead; both locally grown
and commeroially produced, The  world’s
largest supplier of feed is the Ralston
Purinag Co., the company that also owns
Joack-In-The-Box drive-in  food outlets.
Profits of this major agribusiness supplier
have grown by an average of 16% per year
over the past decade, and a record 36% in
the six months ended.last March 81. Oyee

again, $he price of feed preducts to the.

farmer is beyond locnl control. .

Another possible direction for imiproving
produetivity is the uiilization of technelogi-
cal advances through machinery and intri-
cate equipment. Though this oxpense is not
separately broken down in the Census of
Agriculiure figures shown in Table IV, it is
known thab this expense s vising rapldly as
well, A measure of rise of this expense to
Tarmers can be obtained by examining the
financial record of Deere and Co., the world's
larg_est; manufacturer of & full line of farm
equipment, Net income (profit after taxes)
of Deere and Co. rose fromn #46 milllon in
1970 to $179 mifllion in 1675, an annual aver-
‘age rate of increase of 589 per year,

To finence these rapldly rising costs of
services and products used in farm produc-
tlon the farmer faces a dificult problem. in
terms of ‘cash flow. That is, most cagh costs
mush be paid well befors the. erdp is. harys
ested or products sold. To meet this:problem
she farmer must obtain credit loans. In this
arena the major agribusiness bankers are
anxious to provide help. The twé banks pro-
viding the largest volume of agricultura)
loans in the United States avé California
hanks: Bank ‘of .Americs avid Seourity Pae
cifle Nationsl Bank, Together tthey- provide
66% of all Californie’ agricultural loans (by
dollaxr volume), As the prices ol servioes and
commodlites neéded by farmers hag grown
‘the need for loans hag Brown apacei-Crop
profuction loans made by-the Bank of Amer-
ica grew from. $488.5 nitllion in 1972 to $801
milion in 1874, With high Interést ates still
provalilng “the bank’s 1978 snnual. report
‘states thet overall interest iricome (tess in=

ierest expense) grow:from $810.9 million to
$1,178,7 millon in. the same period. In other
words, the bank experienced a 50% growth
in income from interest paying loans:in just
two years. While agricultursl lopns from-just
one component of the totel loan portfolic
the Tate of increase is expected tb- be sim-
ilar for all components, including crop pro-
duction loans.

Faced with rising costs:in ali of these com-
ponents of production experise, each of which
ig enriching one -or anofher giant coypora-
tion, farmers:look to thelr expenses for the
one component that they ¢an contrél or at
least influence to goine extent, With -refer-
ence to the entimeration of Table IV:there
is one expense that is possibly of this kind:
the cost of hired farxh Iabor.or contract labor.
Representing sbout 22% of'the total produc-~
tion expense this is the only major expense
whose price is- set. by the-farmer.* And .80
the pressure to keep the Hd-on- the price of
farm labor is % natural oltgrowth of .the
rising profits of giant corporations providing
produets: and-services to-agriculture. As the
profits of these glants continue to grow the
pressure on farm labor will increase,

THE BANXS AND THEIR FRIENDS

California ‘business, including farming,
utilizes billions of dollars of credit each year.
Providing these funds are financlal institu-
tions, primuarily banks. There are five banks
that dominate this -business. The banks,
ranking 1-b tn dollar volume of agricultural
loans hationally, are listed helow,

Bank of America. .

Security Pacific National Bank.

Wells Fargo Bank,

United California Bank,

Crocker National Bank.

- Together, these five hanks provide 01,67
of all dollars furnished as credit to Celi-
fornia farms. When farmers deal with sup-
pliexs, the transportation’ industry. (shipper
of farmi goods), or -with the food processing
and distribution industry they find, that they
are dealing with many of the people ‘who
sorve as directors. of these . large -banks.
Among the difectors of the Bank of Amer-

Selly B, oaker, President of Producers
gotton Oll (Fresno), Owner, South Lake
'arms.

Rohert :Diciorglo, Chatrsian, ; DiGlorglo’

. Oorp., Protessor, Divector; Newhali Tand. and
. Farming (which owns. 152,000 /Cres) ,

To-A. Ferrogglaro, Former ‘Ohairman of -

’ Lucky Stores.

W. A. Heas, Jr., Presldent of Levl Strauss ..

and Oo., Catton purchaser.

David ‘8. Lewis, Jr., Chairman of General
Dynamics, Director of Ralston Puring Co.,
feed supplier. . .

Franklin Mutphy, Chalrman, Times-Mir-
Tor Corp., Director, Norton Bimon, Inc.
(Hunt-Wesson division is major processor),

Sy Py

- *T% I8 very dimportant to realize that th
figure of 22% of total production eXpense as'
reprasenting farm labor expense is an aver-
age for all farms of all types and slzes. Tn
o study of the nation's largest farms the
TU.8. Departinent of Agriculture Tound that
this- expsnse varies significantly as . func-
tion of farm size. In patrticular, for farms
with very large sales vollme (81,000,000 .or
more-per farm) the Iabor expense is g siguife
icantly smalier proportion of total: expense
‘than. for moderately large farms. (sales bew
‘tween $200,000 and 098,589 per farm). Thus
the farm labor cost to farms. with 2,000 or
more. acres in production is probably below
20% ‘of total expenses. Bes:. *Cur . 81,000
Largest Farms”, Agriculturil Eeconomic Re-

port 2175, ERS/USDA,
. :

v oo

Rudolph: Peterson, Chairman. of the Hxe
ecutive Commitiee Bank of .Americs, Direc-
tor of:Consolidated Foods, Trustes of James
Irvine Foundation (major owner of Irvine
Rench), Director of Stendard Ofi of Oali-
fornir (Ortho division is. major agri-chem
supplier). . .

Louis A.-Pebri, Chajrman, . United Vintners,
Ine., Direcior, Foremost-McKesson, whole-
saler, Partner, Napaco Vineyards, Owher, }

-Bullard Ranch. .

Bamuel B. Stewart, Chairman, Trust Com-
mitiee Bank of America, Director of Amer-
ican Potato Co.

Theodore: Vonu der Ahe, Chafrman, Von's
Groceery Co. X

E: Hornsby . Wasson, Vice-Chairman, Stan-
ford . Research: Institute, Director of Amer-
1can ‘Potato. Co., Divector of Standard Oil of
California. .

Arthur M. Wood, Chelirman of Sears, Roe-
buck and Co., Director, Quaker Oats Co.,
food processor. :

Similar listings for the other banks pro-
vides as broad a representation of related in-
dustries .as the above does for the Bank of
America, . For example, J. G, Boswell, II is
President of the glant cotton producer
J. G Boswell Co, and 18 & director of Secu-
rity Pacific National Bank. Richard G. Landis,
President of Del Monte Corp., the largest food
prooessor * in Caelifornia, iz a director of
Crocker Natlonal Bank. And Felix Larkin,
executive with Securily Pacific National
Bank serves as i director iof another .food
giant, Carnation’ Co. Ed Littléfiéld; chairman:
of Utah International sérves as-4 director for!
transportation glant Southérn Pacific -Oo.,!
and alse as a director of Wells Fargo Bank.
Listings of these interlocking yelations
among the giant banks and the related In-
dustries cccupy hundreds of paéges in federal
government reports.

Another way in which relations smong the
industrisl companies and the ‘banks -are
solidified consists in the bank trust depart~
ment stockholdings -of corporate stock.
Under trustee or safe-keeping arrangements,
the five ldrge banks listed onm page 8 hold
'blocks of -stock for wealthy customers, usu-
ally throligh several generations. As exam-
ples, we list the holdings of bank trust
departments of the big California banks in a
number of agribusiness suppliers and re«
lated industries: . .

Del Monte Lorp.

: : . Shares
Croeker . Natlonal Bank.... 1, 10D, 318
Bank of California._ .. 455, BOB
Wells- Fargo Bank 281, 171
Bank of America.___ 95, 499

Lucky Stores, Ine,
Wells Febgo Bank- - 1,088,921
"Bank of Amérles.__ -7 378,445
Crocker National Bank_ - 223, 632
Securlty Pacific National Bank.. 110, 871
Bank of Callformla . wammannan . .. 98,818

Safewey Stores, Inc.

Bank of Americh.s... [P 825, 263
. Crotket National Bank, immma 312,859
. Bark of California.. 308, 547
“ Wells Fargo Bank.. 911, 764
Bacurlty Pacifiec Nati 108, 736
Southern Pucific Co.

Wells Farge Bank 1,470, 604
Bank -of .California. 248, 073
Bank of AMEriCt .. .un - 224, 664

L Standard Oil of Catifornie
Crocker Natlonal Bank. un- 1B, BT, 610
Wells Fargo Bank._..... - 1,468,207
Security Pacific National Bank.. 1,030,257
Bank of Americs. wewnon- 833, 804
Bank of Californio...we-- 826, 977

Altogether, the stock holdings listed above
have a market value of $770,000,000. The
complete listing of holdings of these big
banks in publicly held corporations numbers

1 560 pages.



