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Kristin Ouweneel: Welcome to the Applied Economic Perspectives and Policy podcast, a 
production of Oxford Journals and the Agricultural & Applied Economics Association. 
 
Today’s podcast will feature Professor John M. Crespi, one of the authors of “Competition in 
U.S. Farm Product Markets: Do Long-Run Incentives Trump Short-Run Market Power?” This 
article was recently published in the fourth issue of volume 34 of AEPP. Ian Sheldon, 
Featured Articles Editor of AEPP and Andersons Professor of International Trade at The Ohio 
State University is conducting the interview. 
 
Ian Sheldon:  Today we are interviewing John Crespi in connection with his article in 
Applied Economic Perspectives & Policy, the current issue, that relates to competition in the 
U.S. foreign product markets.  And I'm Ian Sheldon.   
 
So John, my first question for you in connection with the article is as follows: What are the 
characteristics of agricultural procurement markets that have really got the attention of both 
farmers, policymakers at the state and federal level, as well as economists? 
 
John Crespi:  Well, there's been a lot of things going on over the last several years, but the 
big change that I think was sort of the impetus for a lot of this is just we've seen so much 
increased concentration, really over the last 20 years especially, and our article talks a lot 
about livestock procurement.  But we see it in all the ag industry sectors, all the 
manufacturing sectors-- this big increase in concentration on the part of the buyers over a 
group of producers that are getting larger but they're still, what we would say in economics, 
"atomistic" in that sense.  So whenever you have that kind of a situation going on, our 
textbooks tell us that we should be seeing a lot of market power.  So things that we use for 
measurements of concentration are things like the four-firm concentration ratio, which 
would be the value of the market shares going to the top four firms.  And the average in the 
food manufacturing sector right now is about 50 percent four-firm concentration ration, 
meaning that the four top firms are selling about 50 percent of the value of the product 
that's out there.  But then in these key sectors in agriculture and food marketing, like 
livestock processing, where it's as high as 85 percent when you get down into the type of 
processing.  So for instance, steer and heifers is just about 85 percent.  And then regionally, 
you might just find one, maybe as many as two, hardly ever three, plants in an area that 
are owned by one or two firms, possibly doing all of the purchasing in that particular area.   
 
So whenever you have that kind of a situation, farmers feel a lot of angst about who's going 
to be buying from them and will they have a market for their product.  This is something 
that's not necessarily a recent phenomenon, but we have seen a big increase in 
concentration in the last 20 years or so.  Coupled with that, we've seen a lot of plants 
closing, because as these firms get bigger and larger, they don't need as many plants to do 
the types of processing they did in the past.  So we've seen a lot of plant closures over the 
years.  We've dropped from about-- back in 1980 there were about 750 or so processing 
plants for slaughtering cattle and about 500 or so for hogs.  And today in both of those 
markets there's roughly about 100, 130, 125 processing plants for those animals.  They're 
bigger than they were back in the 1980s but, again, because the regional nature of a lot of 
these things, you're left with farmers finding themselves having to go further and further 
away to find someone who will buy their animals.  And then we've seen the one that's on 
the radar now and getting a lot of interest from policymakers especially is the increased use 
of contracting services.  And there's various forms of contracts, and we know this as 
agricultural economists.  I mean, everything from simple futures market contracts-- but 
there's contracts for getting into how the marketing and the production methods have to be 
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used that are developing between buyers and sellers that are sort of one-on-one, more 
personal contracts I might have with you as a seller, saying, "Here's specifically what I want 
out of the product that you're creating.  Here's what I'm going to pay you for it," and we 
develop these contracts.  And it's getting to the point now where about 40 percent of 
agricultural purchases in one form or another are done on these contracts.  So whenever 
you see this kind of change happening in the sector, farmers obviously-- especially ones 
who still want to sell in sort of a traditional spot market, cash market procurement method-- 
start to get a little bit nervous about how things are changing.  But anyone who reads this 
journal knows that this is nothing new to agriculture.  These have been changes that have 
been coming along for a long time, and we could very much say this is not-- today's 
agricultural markets are just not the same as your father's or grandfather's agricultural 
markets, and it's just symptomatic of the way the-- we have a changing global demand for 
food and what consumers want, and consumers have a bigger buying power than they used 
to have, and they're expecting different characteristics and different qualities and different 
safeties, and because of that the manufacturing sector and the retail sector has been 
adapting to those changes and finding their economies of scale to meeting those changes.   
 
So when you have those things all pulled together, it's not surprising that you're going to 
see this increased concentration going on in the sector.  But nonetheless, it makes people 
who-- the sellers in it-- the farmers and the ranchers who sell to these firms-- a little bit 
anxious about how their world is changing. 
 
Ian Sheldon:  Right now you and I are both industrial organization economists, and we 
know that just because you have high levels of seller concentration in a market, that's not 
necessarily evidence that market power is being exercised.  So despite the popular view that 
these downstream firms are exercising market power, why do you think that we as a 
profession have found pretty much no substantial or no statistically significant empirical 
evidence that that market power is being exercised?  I mean, what do you think has driven 
pretty much the generality of those findings? 
 
John Crespi:  This is an interesting question, but it's also interesting-- and some of the 
listeners may not realize this-- but we're not finding that much.  And I was involved-- in 
2010, the Department of Justice and the Department of Agriculture had these series of 
hearings where they called different agricultural economists and producers and food 
processing people and retailers to come testify in these panels about things.  And it was 
very interesting, because-- like what I was saying before about how the markets are 
changing-- you would hear from producers about how their markets are changing and they 
feel very strongly that a lot of these effects are negative on them; but then you would also 
hear from a lot of producers who were saying that the change is for the better, and that 
they're actually doing better under these situations, the way it is now.  And when they 
turned to us as sort of the professional economists, the people who study the data, to say, 
"Well, what have you found?"-- well, there's some papers, some research out there that 
suggests that there's market power.  Even in the papers, as you say, that go out and look 
for it, we find it, but it's not nearly to the scale that you would expect given some of these 
things I've talked about before, like the changes in concentration.   
 
So for instance, let's go back to the livestock markets, right?  So here you have these very 
large, concentrated industries that are processing the cattle and the hogs, and yet when ag 
economists have gone out to look for the buyer market power that sort of our textbooks 
might say should be there, we find it, but it's not very much at all, like you said.  So the 
question that you asked me is, "Why not?  Why aren't we seeing it to the extent that we 
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think we should?"  It could be as simple as we actually have very bad data on this, and 
people have talked about this.  Maybe we don't have the right data.  But some of us have 
been privy to really good data.  And Rich Sexton, who's on this paper with me, he and I 
have looked at this using firm-level data that's been collected through a regulatory 
environment, and other people have used that same data or similar data that have been 
collected through some sort of regulatory compliance, so it's really good data; it's down to 
the single sale of an animal.  And we've used that data and looked at it with some of our 
traditional models and, again, we don't find very much market power even with that data.   
 
So then the question is, well maybe we're not using the right models.  Maybe we just, as a 
profession, have chosen models that aren't equipped to get at this.  Well, if you look at the 
types of studies that have been done, they're not all using the same model.  There's a 
variety of models that get used, and yet we're still not finding a lot of market power out 
there.  So what we've been arguing-- Tina Saitone and Rich Sexton and I-- in this paper is 
something that we've been kind of kicking around for a number of years, is maybe it's-- we 
don't think it's the fact that we don't have good data, though we always want better data-- 
and maybe there's something to this wrong model, but maybe it's more than that.  Maybe 
the models that we're applying to look at these markets aren't taking into account the kind 
of changes that we're seeing in the marketplace writ large.  What we argue in this paper is 
that we don't really have models-- at least we haven't developed them yet in our profession-
- to really get at the kind of relationships that we're seeing crop up, where you have the 
amount of contracting that you see going on, along with dwindling spot market supplies.   
 
And maybe what's happening is-- and what we argue is happening in this paper-- is you're 
getting these developments of a long-run-- we call it a symbiotic relationship-- between a 
processor and particular sellers that are long-run and stable, and probably won't have the 
amount of market power that you would expect to have, but we just don't have the right 
models as yet to measure that.  And the problem with using the models that we do have is 
that if we applied this sort of short-run, static, oligopsony market power model to that type 
of a relationship, we probably won't find much market power.  Because in a long-run 
relationship that gets set up, it's not in my interest as a buyer to exercise that type of short-
run market power, buyer market power, that we would have in a textbook.  And because it's 
not in my long-run interest to do that, if I take a model that's based on that kind of a 
situation and I take the data and apply it to it, I probably won't find very much, because 
there simply isn't very much.  The problem with the models that we have today is that when 
we come to the discovery of, "Okay, we've found maybe a little bit of buyer power but not 
very much, not as much as we think," we don't really have that, "Okay, what's next?  What 
do we do next?"  Because we don't have the right model to inform people on what it all 
means.  So are there people in-- going back to some of these hearings that we had back in 
2010, where a lot of these farmers felt like there really was a negative effect to all of this 
concentration that they were feeling, whereas others weren't feeling it at all-- that's 
perfectly consistent with what we're saying is going on in this paper.  You're going to have 
these relationships develop that are beneficial to one group but maybe not to another in the 
way that they might have been in the past.  A lot of that's being driven by what consumer 
demands are for the product and the manufacturers needing a consistent throughput of 
these inputs in order to meet the economies of scale that they have for the plants that 
they've built.   
 
Ian Sheldon:  So the way I understand your story, you've got fewer firms, maybe larger 
capacity-- they've got to fill that capacity, but in filling that capacity, they don't want to fill 
it with any old product; they want to fill it with product that meets whatever the consumer 
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requirements are, be they some kind of quality requirement or-- I know my brother supplies 
hogs in Britain to Tesco's.  It's a certain amount of back fat in the bacon.  How does that 
lead to the processor writing specific contracts with specific sets of farmers, and not wanting 
to undermine that relationship over time? 
 
John Crespi:  Well, if you walk into a supermarket today-- and I see it even here in the 
small town of Manhattan, Kansas-- I mean, you walk into supermarkets today, you're seeing 
things on the shelf that you didn't see before.  You're seeing branded produce on the shelf.  
You're seeing branded cuts of beef even on the shelf.  Chicken's been branded for a long 
time.  Pork started getting branded about 10 years ago; you started seeing more of that.   
 
But today you walk in and you're even seeing beef branded and on the shelf.  If you're 
developing a brand, you want a consistent product that when the consumer buys that 
product from this supermarket is going to go home and cook it in the certain and is going to 
get this consistent quality product, and consumers are looking for a particular type of 
consistency.  In order to have that and maintain that, given the size of your operation and 
the volume you want to put out there in the supermarkets, you have to have some sort of a 
relationship with your suppliers that's either you own them, in the sense that you fully 
vertically integrate so you can control the whole thing, or you develop these contracting 
mechanisms where you say, "Look, you give me"-- in the case you gave-- "this certain 
amount of back fat on these hogs, and I will pay you X dollars for this so that I have this 
consistent quality."  And these types of contracts arise entirely because those producers are 
trying to develop now a differentiated, branded product that's consistent with what they 
want.  And if you just had to go out into the spot market and develop that, you see the 
difficulties in that.   
 
What's interesting to me-- going back to these hearings, which were fascinating to be a part 
of-- were how many people were there who represented, say, the organics industry, or the 
natural foods industry, and how much they stressed that it was so important for them to 
control quality, as they said, from farm to fork.  And they wanted these relationships.  But 
at the same time you have policymakers talking about undoing that with different types of 
changes in the regulations that get away from that.  And in this type of arrangement where 
you develop these relationships, a lot of these producers have taken it upon themselves to 
undergo very expensive changes to their operations to meet the needs of particular 
processors or particular retailers.  And that contract gives them some-- takes away some of 
the risk that they have of having to go out and try to sell that type of quality on a spot 
market.  So it's not surprising to see, as we get consumers demanding specific types of 
qualities, specific types of attributes-- even things like the organics-- to see more and more 
of this contracting and relationships arise.  It's just-- it's a natural function that you see in 
not just agriculture but across many industries, when somebody wants to control the quality 
of the product.  So you're left with this situation where either you let the processors 
integrate all the way back to the farmer and control the product that way, or you have these 
other means of coordination, the most popular of which is going to be some form of 
contracting.   
 
The old days of trying to meet what consumers demanded, where they really were looking 
for a homogeneous product, or a commodity product, and didn't really-- didn't have the kind 
of demand pull that they have now for particular attributes-- are probably gone.  And if 
you're going to try to meet that consumer demand, you've got to have a mechanism for 
ensuring the type of product that you're getting and verify that all the way back to the 
farmer.  So this is tied into a lot of changes that we're seeing in today's modern agriculture, 
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and these have been topics that have been addressed in various issues of this journal, for 
instance.  I mean, it gets into the food labeling and it gets into other forms of contracting 
that we've talked about.  But it gets into food safety, it gets into organics, it gets into 
natural.  These are symptoms, I guess you can call them, of consumers' modern desire for 
particular attributes in their products. 
 
Ian Sheldon:  Now John, you tell a good story about this symbiotic relationship and that 
somehow it's mutually beneficial for the downstream procurer to have this contractual 
relationship with an upstream producer, who then has a real incentive to commit to 
producing a high-quality product, or whatever characteristics they're meeting.  But we hear 
these stories about contractual holdup products, where the upstream firm is committed to 
capital investment in, say, a hog or a poultry production unit, and then they lose the 
contract.  Now, is that evidence of abusive market power, or is that evidence that the 
symbiotic relationship doesn't always work? 
 
John Crespi:  We can't expect it to always work, and I'm not saying that it's necessarily a 
positive for everyone; in fact, just the opposite.  The stories, exactly like the ones you're 
telling-- the stories of those people who feel like they've been negatively hurt by a lot of 
these contracting abuses, they would call them-- especially in the poultry sector, for 
instance-- are very real, they affect very real people, and they are out there.  And why do 
they happen?  Well, they're going to happen in any kind of a contracting situation.  The 
holdup problem is, "Okay, I commit to you to develop-- I'll go out and I'll spend the money 
to develop my farm the way it needs to be farmed and I'll manage it the way you need to 
have," and then you come to me next year and say, "Oh, you know that contract where I 
gave you these terms?  The terms aren't going to be so good this year," because you know 
that I've committed to that.  And that is something that-- those types of questions have 
been investigated by agricultural economists.  They need to continually be investigated by 
agricultural economists, by regulators, by policymakers-- because the potential for that kind 
of abuse is there.  We're not saying that that's not there.  We're really saying that this type 
of relationship, given what the demands are on this industry, it's not surprising to see these 
contracting issues come about.  But, at the same time, the idea that the abuse will always 
occur, in my opinion, is probably a little bit overblown when you look at the fact that a lot of 
these processors are in regions where if they continued to commit abuse, they're going to be 
left with an ever more dwindling supply of their inputs because if you're pushing the price 
below what we would call a competitive price, or below the price that's going to keep these 
people in business, your inputs exit the industry.  And if they exit the industry, who are you 
left with?  Well, you're going to have to source further and further and further out.  But if 
you've seen the size of these plants and where they are in their operations, it doesn't-- we 
don't think-- end up being in their long-term interest to abuse the power that we all agree 
that they probably have.  And because they don't want to abuse that power in the long run, 
because they need a consistent supply-- because with it, the economies of scale just aren't 
there for the size of the plants that they've built.  If they choose not to abuse that power, 
they're going to be around for the long run, and the people they have these contracts with 
are going to be around for the long run.  Will everybody end up with a contract?  No.  And 
will inefficient producers go out of business?  Yes.  And that is-- that kind of dynamic has 
existed in the relationship between manufacturers and input suppliers for generation and 
generation and generation, and will always exist.   
 
But the-- this goes back to what we were talking about originally-- the problem that we see 
amongst ag economists is when you apply a model that's based on a one-shot, "What 
should the buyer do to maximize profit in this one-shot, one-story, one-time-period game?" 
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you see that the best thing for them to do would be to exert all of their buyer power.  But 
once you open that up and say, "Well, then we should be seeing a lot of buyer power out 
there"-- but we're not seeing it.  So what explains it?  Well, I think this story of, "I've gotten 
into a relationship with you that, yeah, I could exert it, but if I do you'll go away," that kind 
of story that says, "I'm going to make sure that you're here for a long period and I'm here 
for a long period because I need you as much as you need me," is something that we just 
are arguing that more agricultural economists should be looking at and see if that explains 
what goes on in this marketplace. 
 
Ian Sheldon:  Now, your story would explain why you wouldn’t expect a large markdown in 
the long run because if you're thinking through, "I don't want to lose my suppliers 
tomorrow.  I'm discounting in the appropriate way"-- but to what extent is there an upper 
limit on the price that would be offered to farmers, in the sense that you have a fixed 
amount of capacity; if you offer too high of a price, you're going to get too much product at 
your doorstep which you won't be able to process.  Are you suggesting there's a fairly 
narrow band in which prices would actually move? 
 
John Crespi:  That's an excellent question.  I think that makes a lot of sense.  Because the 
other side of this is-- if you just think of the traditional upward-sloping supply curve on this-
- is if I get too high and get too much at my door, I can't put them through my facility 
efficiently.  So it makes sense to me that there would be this band of prices that you would 
expect to see things stay within.  Where it is, what it looks like in particular markets is 
something that we need to study more.   
 
But you're absolutely right.  I mean, the same reason I can't have too few inputs coming 
through my plant because of the efficiencies, I can't have too many either for exactly the 
same reason.  So if there is this band between a high and a low of where it has to go, then 
there has to be this share between me and my input supplier that's going to bounce around 
within that, and sometimes they'll do better, say, when input supplies are really low; 
sometimes I'll do better when supplies are really high.  But that kind of investigation we just 
don't see going on in the agricultural economics literature, in part because I think we're too 
often applying a model that we learned out of our textbooks that just doesn't make sense in 
this new market environment.  Not all of us.  I mean, the papers that are out there right 
now-- from what we cite in there-- like for instance, from Wu and Roe and these papers out 
there that look at these contracting issues-- are I think excellent first steps in getting at this 
issue.  What actually is going on in this market relationship?  How are these relationships 
forming?  What are the problems with contracts?  When we see those problems happen, do 
we see breakdowns in the contracts?  And when those breakdowns happen, who's 
benefiting?  Who's not?  And that's where-- as economists, I think that we-- I don't want to 
take away anybody's dissertation who's working on it right now-- but I often wonder have 
we done as much as we can with the models that are out there?  Is it time to turn the 
corner and say, "What does our industry look like?" and do we need models that are right 
for this industry right now? 
 
Ian Sheldon:  Well, that leads me into my last major question, which would be if your 
story describing the industry and how the buyers and sellers of these agricultural products 
interact with each other, and in the context of the kinds of legislation that have been put 
forward in Washington at the state level, what do your-- what does your model, what do 
your findings suggest for these policy choices?  Are we going in the right direction or the 
wrong direction with policy? 
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John Crespi:  The policies that are out there now-- I do think they're coming with a good 
heart-- I'll say that.  I mean, I think they hear the abuses that are going on, and a lot of 
times they're trying to address those.  But if you think about what they're-- a lot of them 
are trying to do-- for instance, one of the ones is stop all packer ownership of animals, for 
instance.  So don't let the people processing the cattle actually own the cattle.  So don't let 
them have any feedlot operations.  Well, the idea behind that is that'll lead to more cattle 
on the marketplaces, which are going to help everybody because then there's more 
competition out there, or they have to go out and source that cattle.  But that assumes that 
they're going to go out and get those cattle on the spot market.  What they're more likely to 
do, given the scenarios that we've talked about with what they need for quality and 
consistency, is for more of these contracts.  So that probably doesn't help the spot market 
as much as the policymakers think it will, and we argue it probably doesn't make much 
sense at all and could actually make things worse.   
 
So we don't see that particular policy as being particularly useful if you're trying to solve 
this problem.  Then the other one that's getting a lot of play-- and there's been some calls 
for this at the state level, a little bit at the federal level-- is to try to make the contracts 
somehow more competitive, so more of a competitive bidding process on these contracts.  
Instead of offering them-- like say a contract between John and Ian-- you open them up to 
anybody.  Well, what do you do in order to have that kind of a situation?  It's not like 
building a new statehouse.  It's more like you're going to have to come up with things that 
make the product more uniform so that more people can compete on them; come up with 
things that make the price setting more uniform across regions so that you can have more 
people competing on them.  But that goes against exactly why they're having the contracts 
in the first place.  And what a lot of these producers who have these contracts with the 
processors are saying, "Look, we're giving them exactly what they want, and they're paying 
us for it, and we like that relationship.  So why should I continue doing this if all of the 
sudden it's opened up to everybody?"  And so what you end up having then is probably, if 
you're going to change contracts that way-- the logical outcome is either that these packers 
go into an operation where they've integrated-- so they have ownership of their inputs-- and 
if you outlawed that as well, then you say, "Oh, good, we have a bigger spot market now."  
But if you have a situation where this spot market is where you're getting your input, then 
we really are back to that relationship of the early economic models where now it really is a 
one-shot, "How do I optimize my profit today for the purchase of these animals?" because I 
don't really think about my long-run interest with these producers.  I don't have that 
situation where I'm going to be coming back to them for a large number of inputs with a 
particular type of quality; I have to get-- the regulations are going to force me to always go 
to the spot market.  If you force me to always go to the spot market, I'm going to start 
acting like that monopolist or oligopolist or oligopsonist in that textbook problem.  So with 
the concentration that we have today, is that really where you want these people to be?  I 
mean, so, on the one hand, if you're not one of these people getting a contract and a good 
relationship with these packers, yeah, you're in a precarious situation.  But on the other 
hand, if we outlawed contracts and outlawed ownership and said, "Go back to the spot 
market tomorrow," you're not in the time period when you had 50 or 100 slaughterhouses 
able to go after these animals.  You're into the time period where you've got basically three 
or four firms deciding what they're going to be buying that day.  And if they're going to be 
exercising market power, I think that's a worse situation than you probably have with 
anything going on with the contracts.  Do the contracts need to be regulated?  Do they need 
to be overseen?  Of course.   
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There's issues with contracts.  One of the issues that comes up is that a lot of them are tied 
to spot market prices.  Well, if your spot market is forever thinning, it calls into question 
what exactly is that price being tied to?  And there's ways of getting around that.  But there 
will always be a need for regulation.  There will always be a need for oversight.  But the 
fixes that we've heard about and we talk about at greater length in the paper-- the fixes 
that we've heard, at least so far, seem to us to suggest they would quite likely make the 
problem worse, if there is a problem there to be dealt with. 
 
Ian Sheldon:  It seems to me that-- we're talking about-- well, current legislation is almost 
about pre-contractual regulation, whereas what you're just saying is it's really post-
contractual arbitration and regulation of disputes through the courts that maybe need 
tightening up.  As these contracts are still rather new, maybe the legal system hasn't done a 
very good job of handling disputes.  I don't know.  I don't have any evidence to support my 
argument, but it sounds to me that's what you're pushing for on the regulatory front. 
 
John Crespi:  Yeah, I don't know-- we're not pushing for one thing or the other in this 
paper-- and probably to your chagrin, that you wanted us to push harder-- but we don't 
push for one or the other, other than just to say the ones we've heard of so far that, as 
you've just described, seem to be trying to fix things from the beginning-- right?-- so before 
the contract is even offered, "Here's how we're going to fix this and set these contracts."  
That goes against what is needed in today's modern agriculture when these producers are 
trying to come up with particular branded products or particular types of qualities that are 
out there.  So if that's not the solution, then what is the solution?  Well, I think you're right: 
Let's see how they work, and then if there's abuses, you take those to court and you bring 
the abuses-- and then it's really more on a case-by-case-by-case basis of what the issue is.  
That has-- we can get into a whole other show about the problems that some producers say 
that that is.  But scrapping that as well, I don't know what the solution is.  The big problem 
that we see and that we argue in this paper is that doing anything to turn it back into a 
purely cash market doesn't benefit anyone.  For instance, I've worked with-- I actually got 
my start in the agricultural profession working with some of these organic growers, back 
before the food labeling-- or the organic labels were there-- helping them set up a viable, 
organic marketing plan and business plan.  This was what I did in private consulting.  And I 
look back to those times and I just think, "I don't know how that industry ever would have 
taken off if it didn't know that it had suppliers willing to go with particular producers' 
products," and whether those suppliers knew that they didn't have producers ready to give 
them the volume that they needed.  And those were all done through contractual 
arrangements.  The spot market organics industry had been tried and tried and tried, and 
other than farmers markets, it doesn't really work that well.  If you were just to all of the 
sudden say, "Okay, you can't do contracting," I don't know how that industry survives.  And 
you can-- 
 
Ian Sheldon:  Yeah, I mean, it's not-- we don't want regulation to get in the way of, I 
guess, efficient market operations, but we don't want post-contractual abuses, I guess, 
would be the argument, or whatever you want to call it. 
 
John Crespi:  Yeah.  And like I said earlier, I've talked with those producers who feel very 
strongly that they've been abused and they've shown me their records, and I've seen things, 
and you go, "Wow."  It really looks like, in those cases, you have.  But to me, they look like 
lawsuits-- right?-- not-- and I'm not trying to be flippant.  These are people's livelihoods.  
This is their bread and butter, and these are farms that have been in their families for 
generations.  I'm not way making this lightly, and we're not saying, "Oh, everything's great.  
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We've got these symbiotic relationships," and perhaps even the use of that word makes it 
sound a little bit like everybody's getting along and it's all a very happy situation.  I don't 
think we're arguing that really in the paper.  What we're saying is this is just how the 
system has arisen.  There are some who are going to be out of business because of the way 
these relationships have developed, and they're out of the market.  I mean, that is going to 
happen, and I feel for them.  I don't take it lightly at all.  It's just the situation that our 
marketing system finds itself in.  Now, from their perspective, if you got rid of contracts, for 
instance, and just went to a spot market, would they be better off?  Possibly.  And so what 
we have here is a political debate between two groups-- one group that feels benefited by 
the arrangements and another one that feels harmed by it.  And whenever you have that 
situation, the best I think we can do as economists is say, "All right, let's look at the market 
the way it's set up.  Here's what we're seeing; here's what we think might happen if you 
change this policy or that policy."  The problem that I see we have as agricultural 
economists today is I don't think we're using the right models for the market the way it is.  
And if we're not using the right models, we can't help that policy decision very well.  And if 
we can't help that policy decision, then it calls into question what we're even doing being 
involved in it.  So I-- 
 
Ian Sheldon:  It seems to me-- yeah, sorry. 
 
John Crespi:  So I-- we can go around on this, and Rich and Tina might have a different 
take in it-- but what I come away from this particular paper is it's not so much a 
condemnation of the people who feel like they've been harmed by particular aspects of the 
market structure; it's more of a-- maybe a condemnation of our profession, that we're not 
thinking about this market structure the way a lot of us need to be thinking about it.  And I 
put myself in that too.  I mean, I'm one of those who took the standard models and applied 
them in certain situations and went, "Huh.  I'm not finding the market power I expected.  
Oh well," and kind of moved onto the next thing.  I think it's time to just stop and say, "Why 
aren't we finding it?"  Maybe Crespi, Saitone and Sexton are right; maybe they're wrong.  
But whatever the reason is, we need to start thinking about what these markets are, how 
they're structured, and how we as economists can best help policymakers and help the 
people, the stakeholders, who are affected by this. 
 
Ian Sheldon:  Right.  And I think you made an earlier comment about the work of my 
former colleague, Steve Wu, and my current colleague, Brian Roe.  I mean, pushing it in the 
direction of the crossover between thinking about contractual, legal issues and economics at 
the micro level of how contracts work is probably the right direction to go in. 
 
John Crespi:  I think so.  And thanks for bringing them up.  I would encourage people that 
are interested in this to look at some of the literature we cite in this paper and see what 
people have done.  I mean, we're not talking about starting from scratch necessarily.  I 
think there's some important work that's been done out there.  We just need to move 
forward with it. 
 
Ian Sheldon:  Right.  Well, on that point, I think I'd like to say thank you very much to 
John Crespi for talking to me today on behalf of AEPP, and encourage everybody to go and 
read his paper, jointly offered with Tina Saitone and Rich Sexton.  Thanks very much, John. 
 
John Crespi:  Thanks, Ian. 
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Kristin Ouweneel: John M. Crespi is a Professor of Agricultural Economics at Kansas State 
University. You can find his article, which was co-written by Tina L. Saitone and Richard J. 
Sexton, in Volume 34, Issue 4 of AEPP. If you have any feedback or follow-up questions, 
please send an email to podcasts@oxfordjournals.org.  
 
If you are interested in learning more about AEPP or signing up for free AEPP content alerts, 
visit aepp.oxfordjournals.org.   
 
For more information about the Agricultural & Applied Economics Association, visit aaea.org.  
 
The music featured in today’s episode is the song “Forward” by Northbound. You can find it 
online at freemusicarchive.org. Thanks for listening. 
 


