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Abstract

This dissertation seeks to illuminate contemporary processes of redistribution in the agri-food
sector, with particular reference to the US. It addresses the following questions: How has the
rapid rise in food price instability since the turn of the twenty-first century impacted income
shifts within the agri-food system? Which groups within agriculture and agribusiness benefit
from high and volatile food prices and which groups have suffered amid the tumult? Are all of
these groups ‘price-takers' that simply respond to price signals? Or are some of them 'price-
shapers' that, with varying degrees of success, actively seek to restructure the agri-food
system, and the regulatory architecture that governs it, in ways that make certain price
developments more likely?

Hitherto, there has been little in the way of sustained analysis of the connections
between prices, power and redistribution in the agri-food system. The dissertation addresses
three approaches that offer some perspective on the redistributional-power dynamics of
agricultural commodity price movements: global value chains analysis, the food regime
approach and the emergent international political economy literature on post-crisis commodity
derivatives regulations. As the thesis argues, although these approaches offer important
gualitative insights, they have yet to offer quantitative means of gauging the power-shifts
between different agricultural and agribusiness groups and their connection to price-shifts
between different agri-food sub-sectors.

The thesis attempts to enfold the multiple insights of the existing literature into the
capital as power approach. | submit that the process of enfoldment results in an analysis that

offers a rich and highly differentiated understanding of the redistributional dynamics of high



and volatile agricultural commodity prices. The arguments are made in relation to the
contestation within agriculture and agribusiness over perhaps the two most controversial
developments within the US agri-food sector in the early twenty-first century: the diversion of
grain into agrofuels production and the rise of 'excessive speculation' in agricultural
derivatives markets.

The importance of these two developments is underlined by the fact that a number of
scholars have attributed the sharp food price peaks in 2007-08 and 2010-11 to the influx of
speculative investment in futures markets, and the general upward trend in food prices in the
2000s to the agrofuel boom. By analyzing the redistributional effects of high and volatile
prices, and by examining the contestation over the course taken by agrofuels policy and
commodity derivatives regulation, the dissertation outlines the winners and losers of high and

volatile food prices within both agribusiness and agriculture.
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1. Introduction

The Questions

How has the rapid rise in food price instability since the turn of the twenty-first century
impacted income shifts within the agri-food system? Which groups within agriculture and
agribusiness benefit from high and volatile food prices and which groups have suffered amid
the tumult? Are all of these groups 'price-takers' that simply respond to price signals? Or are
some of them 'price-shapers' that, with varying degrees of success, actively seek to restructure
the agri-food system, and the regulatory architecture that governs it, in ways that make certain
price developments more likely? These are the questions that structure this thesis. They point
to a broader quest for an understanding of the variegated roles of agribusiness corporations and
farmers in the transformation of the contemporary agri-food system.

Agribusiness is defined in this study as the sum-total of off-farm operations in food
supply chains that are under corporate control. These operations include the manufacture and
distribution of farm supplies, and the storage, processing, distribution and retailing of farm
commodities and associated products. Agriculture is defined here as the on-farm production
operations overseen by farmers. Given the US's centrality in the world food system, the
principal focus of the analysis is US-based agriculture and US-headquartered agribusiness.
The country dominates the export of the three most widely traded agricultural commodities in
the world - corn, soybeans and wheat - accounting for 42 percent, 38 percent and 22 percent of
global export tonnage respectively (FAOSTAT, 2014a). Moreover, the US is home to the
world's largest agricultural commodity exchanges by trading volume. Thus, the agricultural

futures prices set at US exchanges, such as the Chicago Board of Trade, represent a key



benchmark for agricultural prices worldwide. These considerations underscore the potential
importance of the US agrarian political economy for understanding the high and volatile
agricultural commodity prices in the first decade of the twenty-first century.

Unfortunately, heretofore, there has been a paucity of sustained analysis of the linkages
between prices, power and redistribution in the political economy of the agri-food system. The
dissertation addresses three streams of thought that have gone furthest in shedding some light
on the redistributional-power dynamics of agricultural commodity price movements: global
value chains (GVC) analysis, the food regime approach and the emergent international
political economy (IPE) literature on contemporary agricultural derivatives regulations. As I
argue, while all three offer qualitative insights about the relationship between prices, power
and redistribution in agriculture and agribusiness, each is limited by the fact that they have yet
to offer quantitative means of measuring the power-shifts between different groups and their
connections to price-shifts at different interstitial points of the agri-food system.

That being said, the thesis does not seek to abrogate GVC analysis, the food regime
approach and the emergent IPE literature on derivatives reform. Instead, it attempts to
incorporate their multiple insights into the disaggregate perspective advanced by the capital as
power (CasP) approach. | submit that the process of incorporation results in an analysis that
offers a more variegated understanding of the redistributional-power dynamics of high and
volatile agricultural commodity prices. In the remainder of this introductory chapter, | outline
key features of the CasP approach, and summarize the arguments put forward in the chapters

that follow.



The Capital as Power Approach

The CasP approach has been developed over the last three decades by Jonathan Nitzan and
Shimshon Bichler. The framework does not constitute a uniform school of thought, but rather
a broadly conceived philosophy of research based on a quantitative-qualitative mode of
analysis and a disaggregate method of accounting.

The research philosophy of the CasP framework is centered on theorizing and
investigating capital accumulation as the core power process of the capitalist political
economy. This approach has given rise to a burgeoning array of research projects that take the
accumulation of capital and the accumulation of capitalist power to be figuratively identical.
Nitzan and Bichler have developed this theorization of capital as power through researching
diverse phenomena, such as inflation in the United States and Israel, conflicts in the Middle
East, global merger waves, financial crises, inequality, unemployment and incarceration.
Moreover, a new generation of political economists have drawn on aspects of the CasP
framework to conduct their own research. This research has led to the emergence of novel
contributions to a range of fields of investigation, from retail supply chain analysis (Baines,
2014), to trade and investment liberalization (Brennan, 2013), to animal rights and anti-
apartheid campaigns (Cochrane and Monaghan, 2012, 2014), public debt (DiMuzio, 2007;
Hager 2014), the role of fossil fuels in capitalist social reproduction (DiMuzio, 2012),
investment bank power (Hager, 2012), and the capitalization of cinema (McMahon, 2013).
The disparate undertakings of these researchers are brought together in one political economy
network. The emergence of this network is most clearly manifest in the creation of the journal
The Review of Capital as Power in 2012; the launching of capitalaspower.com in 2013; the

publication of an edited volume entitled The Capitalist Mode of Power: Critical Engagements



with the Power Theory of Value (DiMuzio, 2014); and the organization of a research seminar
and an annual conference series, by The Forum on Capital as Power, from 2010 to the present
(Hager, 2013).

The intellectual roots of the CasP approach are almost as numerous as the research
projects that stem from it. At this point, it suffices to outline just four key influences: Karl
Marx, Cornelius Castoriadis, Thorstein Veblen and Michal Kalecki. From Marx, Nitzan and
Bichler borrow the all-important insight that capital accumulation is an inherently antagonistic
process that is generative of a universalizing social structure of power. Where they part ways
with Marx, however, is in their conceptualization of capital accumulation. While Marx's
broadly bottom-up perspective gives analytical primacy to labour's relationship to capital,
Nitzan and Bichler suggest that labour should be one of many considerations in a top-down,
disaggregate analysis of the whole gamut of social relationships that may bear on the earnings
capacity of business (Marx, 1867; Nitzan and Bichler, 2009; Cochrane, 2011).

In making sense of the difference between Marxist political economy and the CasP
framework, it is instructive to apprehend the influence of the philosopher Cornelius
Castoriadis on the latter. In a powerful critique of Marx's labour theory of value, Castoriadis
claims that throughout his writings, Marx's vacillates between different positions. On the one
hand, Marx - as the avatar of a dialectical understanding of capitalist development -
illuminates the historicity of social categories and the centrality of conflict to social change,
like no other figure in economic thought. On the other hand, Marx - as someone that was
deeply impressed with breakthroughs by his contemporaries in physics and chemistry - sought
to find in capitalist processes underlying basic units, along with abiding 'laws of motion', that
are amenable to scientific investigation (Castoriadis 1984; Nitzan and Bichler 2009). The

basic, universal unit for Marx is abstract labour: ‘[the] productive activity of human brains,



nerves, and muscles... the expenditure of human labour in general... the labour-power which,
on average, apart from any special development, exists in the organism of every individual’®
(Marx 1867: 134).

Nitzan and Bichler distance themselves from Marx's attempt to find material units of
inquiry. However, they embrace his emphasis on the transformative dynamics of conflict. In so
doing, they concur with Castoriadis in arguing that value is not an objective-material substance
(what Aristotle calls the physis). Rather, it is social and thus derives from the norms, laws and
institutions of society (the nomos). Moving from this line of argument, Nitzan and Bichler
contend that the researcher ought to be open to the multiplicity of power relations that may
impact the valuation of commodities. From this perspective, the changing ratios of prices and
incomes within capitalism do not reflect any intrinsic property of the goods and services that
are traded, whether it is understood in terms of 'utils’, as postulated in neoclassical economics,
or 'abstract labour', as argued by Marx.! Instead, these changing ratios are quantitative
manifestations of the overall patterns of conflict that re-shape the nomos (Castoriadis 1984;
Nitzan and Bichler 2009).

This shift by the CasP approach from the material to the social, and from the
exploitation of labour to the totality of power, owes much to Veblen's conception of capital.
Whereas Marx begins his theory of capital with a materialist analysis of production, Veblen's
conceptualization begins with 'the state of the industrial arts": the immaterial assets inherited
from previous generations necessary to produce socially useful goods and services. The
historically contingent, and context-specific, development of the technology that makes up ‘the

state of the industrial arts' occurs through the integration of myriad streams of information and

! For a comprehensive critical analysis of the utility and labour theories of value, see Nitzan and Bichler
(2009: 67-124).



the synchronization of numerous industrial sub-processes. Veblen contrasts the cooperation
involved in the collective advancement of technology with the pecuniary impulses of business.
Business, Veblen argues, strategically inserts itself at the interstices of the multiple sub-
processes of industry, so as to exact tribute from the community in the form of profit, in return
for granting the community access to privately-controlled, but collectively-created, productive
capacity. According to Veblen, the level of tribute that is demanded by business is a reflection
of the bargaining power of owners vis-a-vis the rest of the community. This bargaining power
will in turn be determined by such factors as the importance of the asset, the means by which it
is controlled, and the ease with which it can be substituted (Veblen, 1904; Nitzan and Bichler,
2009; Cochrane, 2011).

While Veblen alludes to the redistributional dynamics of relative price changes,
Nitzan and Bichler rework Veblen's insights in advancing a systematic power theory of value,
based on new categories and new research methods. In constructing methodological tools for
the power theory of value, the analysis of the neo-Marxian economist Michal Kalecki has been
particularly instructive as he is perhaps the first scholar to have tentatively sketched a
distributional measurement of corporate control. This measure comes in the form of 'the
degree of monopoly": the quantitative proxy for market power as registered in the profit ratio
of sales. In advancing the concept of the degree of monopoly, Kalecki gestures towards the
view that income redistribution is not merely the consequence of market power shifts, but
rather its very definition. Notwithstanding its importance, Kalecki's measure clearly only
pertains to the narrow economic issues of monopoly and competition. Accordingly, Nitzan and
Bichler devise other measures that quantify the patterns of power that inhere in the capitalist

restructuring of social reproduction as a whole (Kalecki, 1943; Nitzan and Bichler, 2009).



In developing these measures, Nitzan and Bichler render explicit what remains only
partially revealed in the work of both Veblen and Kalecki. More specifically, Nitzan and
Bichler argue that the quantitative changes in the architecture of prices and the qualitative
changes in the institutions of society are part of the same power process. From this viewpoint,
the price system is the numerical expression of power over social organization, and this power
over social organization changes according to the transformations in cooperation and conflict
between different groups. Thus, in place of dual quantity theories of prices that posit a direct
connection between the nominal quanta of prices and earnings and underlying but
unobservable quanta in the spheres of consumption and production, Nitzan and Bichler argue
that the nominal sphere is the only quantitative sphere to which we have access. Accordingly,
the CasP framework represents an alternative approach whereby the analysis of quantitative
changes in prices and pecuniary earnings can be synthesized with an investigation of
gualitative changes in the institutions of society, to create a 'scientific story' of capitalist power
(Nitzan and Bichler, 2009: 313).

Analyzing the pecuniary quanta in terms of power has a number of important
methodological implications. First and foremost, power is inherently relational. As such, both
accumulation and prices can only be understood differentially. The differential drive of capital
is manifest in the fact that large firms do not simply aim to accumulate in absolute terms.
Instead, they strive to beat some average benchmark. Second, power is inherently dynamic.
Thus, rather than conceptualizing the market in terms of static equilibria, as in neoclassical
economics, the CasP framework encourages the researcher to analyze how one group's
ongoing attempts to restructure social reproduction encounters ever-changing resistance from
other social groups. Lastly, because power is inherently relational and dynamic, Nitzan and

Bichler suggest that rather than engaging in case-studies of individual firms or aggregate



analysis of the corporate sector as a whole, we should delineate and disaggregate the
performance of the contending coalitions within what they call ‘dominant capital: the major
corporations which operate in tandem with, and are often intertwined with, key government
organs in restructuring social reproduction for differential pecuniary gain.

The thesis uses three such measures for charting differential pecuniary shifts for groups
within US agribusiness and agriculture. The first and most widely used measure in this
dissertation is differential earnings: the net income of any given group of firms or farmers
relative to the net income of 'the average'. The second measure is differential capitalization:
the market value of any given group of firms relative to the market value of 'the average'. The
third and final measure is differential markup: the weighted net income to sales ratio of any
given group of firms to the weighted net income to sales ratio of the 'the average'. When using
these differential measures in the analysis of the power shifts between agribusiness firms and
the largest US corporations outside of the agribusiness sector, 'the average' is taken to be
dominant capital as represented by the top 500 US-listed firms, ranked by net income. When
using these differential measures in the analysis of the pecuniary shifts within agriculture, 'the
average' is taken to be the average net income of all farmers in the US. And when using these
differential measures to chart the shifts in income between US farmers and the remainder of
the US population, 'the average' is taken to be the average earnings of US nonfarm workers.

The differential earnings measure is the most widely used measure in this thesis because
a number of the largest agribusiness firms are not publically traded, and as such, there are no
market capitalization data available for these entities. Moreover, unlike the differential
capitalization measure, the differential earnings measure is easily transposable to the analysis
of income shifts between farmers, as almost all farming operations in the US are run by 'petty

producers' rather than publically-traded entities. Following the research methods pioneered by



Nitzan and Bichler, this dissertation connects key quantitative shifts in differential earnings
and relative prices on the one hand, to the qualitative shifts in the restructuring of social
reproduction on the other, in order to create a quantitative-qualitative analysis of

transformations in the agri-food system.

The Synopsis

What might seem like burdensome theoretical baggage during these preliminaries, will be
properly unpacked in the chapters that follow. After all, it is only when a theory is put to work
in the field of investigation that the meaning of its concepts, and the purchase of its
methodological tools, can truly be determined (Green, 2014).

But this thesis is not simply an empirical exposition of the CasP approach. Rather it
seeks to show how the CasP approach's concepts and tools may be adapted and refined by
other researchers in the exploration of territory that has yet to be charted by disaggregate
accounting. Moreover, it shows that through disaggregate methods of accounting, new
concepts can be expounded. This process of re-search, in which theoretical concepts and
empirical analysis are in continual dialogue, has been integral to the evolution of the CasP
approach. This process not only entails the continual exercise of reflexivity, but also openness
to the insights offered by complimentary approaches. Hopefully, such a research philosophy
ensures that the CasP approach does not ossify into an established 'school of thought', wherein
the defence of existing theoretical postulates is prioritized over the discovery of new patterns
and the elaboration of new concepts. The thesis espouses this reflexive way of proceeding.

Specifically, the thesis examines the redistributional-power dynamics within US

agribusiness and agriculture in two arenas: government agrofuels policy and regulation of



agricultural derivatives markets. These two arenas are of particular importance because,
according to some of the literature on food price inflation, booming agrofuel production and
investor speculation in agricultural derivatives markets have been the two main contributors to
the surges in agricultural commodity prices in the early twenty-first century. In fact, one group
of analysts go so far as to argue that:
[TThe dominant causes of price increases are investor speculation and ethanol conversion.
Models that just treat supply and demand are not consistent with the actual price dynamics.
The two sharp peaks in 2007/2008 and 2010/2011 are specifically due to investor

speculation, while an underlying upward trend is due to increasing demand from ethanol
conversion. (Lagi et al. 2011a: 1)

Other studies lend some support to these conclusions (see: Timmer 2008; Piesse and Thirtle
2009; Baffes and Haniotis 2010; Ghosh 2010; Ghosh et al. 2012). As such, | principally focus
on the coalitional and redistributional dynamics between agri-food corporations and farmers in
regard to agrofuels and investor speculation. In so doing, | seek to outline how interests within
agribusiness and large-scale agriculture may relate to the interests of those poor households
across the world that are existentially vulnerable to food price shocks.

With these considerations in mind, the second chapter engages with existing analyses of
corporate power in the world food system, and it lays out some aspects of the CasP approach
in greater detail. Adopting a macroscopic focus on shifts of differential earnings between agri-
food corporations, it points to the rapid ascendance of a new power configuration in the global
political economy of food. | call this configuration 'the Agro-Trader nexus'. | argue that the
agri-biotechnology and grain trader firms that belong to the Agro-Trader nexus have not been
mere ‘price takers’, instead they have actively contributed to the inflationary restructuring of

the world food system by championing and facilitating the rapid expansion of the first-

10



generation agrofuel sector.? As a key driver of agricultural commodity price rises, the agrofuel
boom has raised the Agro-Trader nexus’s differential profits and it has at the same time
exacerbated food insecurity. These initial findings affirm a core theme of the thesis: that food
price inflation is a mechanism of redistribution.

The third chapter builds directly on the second chapter in four main ways. First, it
narrows the focus of analysis from the global agrofuel boom in general, to the US ethanol
boom in particular. Second, it offers a more concerted examination of how the Agro-Trader
nexus, and more specifically, Archer Daniels Midland, has championed increases in corn-
ethanol production from the 1970s onwards. Third, it develops a richer understanding of how
the corporate conflict that arises from soaring agrofuel production, as indicated by the second
chapter, plays out in the US agri-food sector in relation to the increased antagonism between
the Agro-Trader nexus and what | call 'the Animal Processor nexus'. Finally, it incorporates
US farmers into the picture. As | argue, the ethanol boom has not only engendered a shift in
pecuniary earnings from the Animal Processor nexus toward the Agro-Trader nexus; it has
also led to a shift in income from farmers specializing in livestock production to farmers
specializing in corn production.

The fourth chapter extends the analysis to contemporary debates concerning speculation
in agricultural derivatives markets and attempts to regulate it. While the second and third
chapters illuminate the redistributional dynamics brought about by soaring agrofuel
production, the fourth chapter outlines the shifts in relative income engendered by grain
futures price volatility. With quantitative methods, | show that while livestock interests have

suffered hardship as a result of price volatility, crop grower and commaodity trader groups have

? Following Philip McMichael and other analysts of the biofuel boom, I label biofuel ‘agrofuel” to
underscore the problematic diversion of agricultural products from food to fuel uses.

11



generally prospered amid the tumult. And with qualitative methods, | show that the former
constellation of interest groups has pushed for far-reaching restrictions on speculation but the
latter has opposed the emergence of a new speculative position limits regime. The chapter
argues that the ongoing conflict within and beyond agriculture over the timing, scope and
necessity of reform has contributed to the protracted manner in which the nascent speculative
limits regime has been implemented.

The concluding chapter looks back at the territory covered in this thesis and it suggests
possible directions for future research. | argue that the CasP approach, when combined with
the insights of existing scholarly contributions, casts into sharp relief aspects of the agri-food
system that have been heretofore unclear. Most importantly, the thesis offers a more qualified
understanding of the power of major supermarkets in food supply chains; it delineates the
major winners and losers within agriculture and agribusiness of the agrofuel boom; and finally,
it outlines in hitherto unreached levels of detail the redistributional impacts of agricultural
commodity price instability within the US. In offering these insights, the dissertation
demonstrates how the CasP approach's concepts and tools may be further adapted and refined
by other researchers. Through this process of adaptation and refinement, a new generation of
scholars might clear the way to a more comprehensive panorama of the agri-food system and

the myriad fields of business control to which the agri-food system is connected.
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2. Food Price Inflation as Redistribution: Towards a New

Analysis of Corporate Power in the World Food System

There isn’t one grain of anything in the world that is sold in a free market. Not one!
The only place you see a free market is in the speeches of politicians.

- Dwayne Andreas, CEO of Archer Daniels Midland from 1972-98°

Introduction

The turn of the millennium marked a sea change in the world food system. After a two decade
decline, food prices trended upward. From 2006 to 2008 food price rises accelerated and the
number of undernourished people in the world increased to over 1 billion. Food riots erupted
in 30 countries. There was a temporary reprieve from price hikes in 2009, but in the following
year much of humanity was drawn into another brutal round of food price inflation. By
January 2011 the Food and Agricultural Organization’s food price index had surpassed the
levels scaled during the previous crisis and again widespread upheaval ensued. Unrest crested
during the Arab Spring but social discontent is evident far beyond the Middle East and the
Maghreb. Indeed, all over the world people have poured onto streets in protest against the
rising cost of living.

This severe bout of food price inflation is not without precedent. Figure 2.1 traces the
movements in the Economist’s Food Price Index — the oldest index of its kind available. It
shows how the inflation-adjusted price of a basket of foodstuffs has changed over the last 165
years. In the twentieth century one can identify at least three agricultural commodity price

cycles. The first cycle occurred from the turn of the twentieth century to the mid-1930s. The

® Cited in Carney (1995).
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second cycle began in the mid-1930s and ended in the early 1970s. And the third cycle was
experienced in the three decades leading up to the most recent escalation in the relative cost of
food. From a quantitative standpoint each cycle appears to follow a consistent pattern: each
lasts for 30 to 40 years; in each cycle there is a commodity price boom; and after each
commodity price boom there is a period of ‘excess capacity’, usually lasting around two

decades, that weighs down on food prices.
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Figure 2.1 Inflation-adjusted Food Prices

Note: The Economist Food Price Index represents a basket of 14 food commaodities that are weighted in
terms of their relative values in world trade.

Source: Food price index from the Economist Newspaper Ltd. CPI taken from Lawrence H. Officer, the
Annual Consumer Price Index for the United States, 1774-2010, from Measuring Worth, 2010;
http://Amww.measuring worth. com/uscpi/ [accessed 30 May 2012].
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But despite their statistical regularity, these cyclical movements are not pre-determined
by some automatic economic mechanism. Instead, their depth, rhythm and trajectory are
shaped by the dynamics of social power. Indeed, each successive agricultural commaodity price
cycle is characterised by a specific set of massive and oftentimes violent transformations in the
organisation of society and nature. The bloodshed and repression that has followed the recent
wave of popular uprisings constitutes the latest and most blatant proof of this. And beyond
these headline grabbing developments lie deep shifts in the configuration of corporate control
over both the world food system and global capitalism as a whole. This chapter seeks to make
sense of these shifts during the denouement of the third agricultural commodity cycle and the
period of food price inflation that has come in its wake. Drawing on the CasP perspective
propounded by Jonathan Nitzan and Shimshon Bichler, the chapter contends that the food
price inflation of the last decade is a quantitative manifestation of an overall restructuring of
corporate power within the political economy of food. This restructuring has been calamitous
for much of humanity and very destabilising for many governments, but it has been extremely
beneficial to some groups of firms.

A lot has already been written on corporate power in the global political economy of
food. Three different forms of analysis are particularly prevalent: analysis that offers a broad
historical overview of growing business control over the world food system (Goodman et al.
1987; Friedmann and McMichael 1989); analysis that proceeds through case-study
examinations of individual firms (Morgan 1980; Whitmore 1999; Kneen 2002); and analysis
that vacillates between these two perspectives (Shiva 2000; Patel 2007; VVan der Ploeg 2010).
Although the first two forms of analysis seem entirely different — with the former putting the
contemporary political economy of food in historical context and the latter offering detailed

insights into the intricacies of corporate control — what they have in common is that they both
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tend to neglect the conflicts between different groups of corporations. And while the third
form of analysis wavers between the world-historic and the case-specific, intra-capitalist
struggles remain blurred. The few studies that do seek to grapple with business conflicts within
food supply chains (e.g. Burch and Lawrence 2005, 2007; Falkner 2009) do not offer any
guantitative means of gauging the shifts in corporate control. Moreover, these analyses do little
to connect corporate conflicts to the overall formation of food prices. Therefore, they do not
have much to say about the wrenching food price inflation of the last decade beyond what is
stated by conventional accounts of the food price crisis.

The analysis advanced here offers an alternative. It is premised on four principles
derived from the CasP approach. Firstly, the power of a group of firms is reflected in the
relative level of its pecuniary earnings. Secondly, food price changes are the aggregate
appearance of redistributive shifts between groups and organisations operating in the world
food system. Thirdly, these redistributive changes can be discerned by comparing the relative
changes in different groups of firms’ pecuniary earnings to the relative changes in food prices.
Fourthly, these quantitative phenomena are best understood with reference to a qualitative
analysis of social struggles around the restructuring of society and nature. Through this
qualitative-quantitative method one can illuminate the key power dynamics within the political
economy of food.

With these principles in mind | progressively disaggregate the profits of corporations
operating in the world food system. The first section offers a breakdown of corporate earnings
by sector. It questions the widespread notion within agri-food studies that supermarkets have
gained mastery over food supply chains by showing that the sectoral profit share of food
retailers and wholesalers has actually declined since the turn of the millennium. The second

section outlines key aspects of the CasP approach and shifts the reader’s attention from food
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sectors to clusters of dominant capital operating within food supply chains. | introduce new
categories of analysis and | show that the pecuniary performance of both the major food
retailers and major food manufacturers have virtually flat-lined since the mid-1990s. Such a
finding raises further doubts about the supermarket mastery thesis.

Additionally, 1 show that the relative profits of the major grain traders and the major
firms selling inputs to farmers have soared during the recent period of food price inflation.
These findings make the dominant traders and agricultural input firms prime candidates for
critical interrogation. Are they merely riding the wave of the latest food price cycle? Or have
they been actively restructuring the world food system in ways that make food price shocks
more probable? The third section investigates these questions. My main contention is that
since the late 1990s the dominant grain traders have forged close linkages with major agro-
biotechnology companies. These links have given rise to a power constellation that I call the
Agro-Trader nexus. The nexus’s main impact on the world food system since the early 2000s
comes in the form of its facilitation and championing of the wasteful absorption of grain and
oilseeds into the heavily subsidised first-generation agrofuel sector. The soaring production of
agrofuel has contributed to a dramatic upswing in accumulation for the firms of the Agro-
Trader nexus. However, the agrofuel boom has been less beneficial for other firms operating in
food supply chains and it has pushed millions of people into conditions of acute

undernourishment.

* The commercial agrofuel sector is currently in large part restricted to first-generation agrofuels made
from the starches, sugars or vegetable oils extracted from arable crops. Second-generation agrofuels
made from non-edible plant biomass and third-generation agrofuels made from microalgae are still
under commercial development and as a result only account for an estimated 0.042% of US agrofuel
production. Author's calculations are from US Department of Agriculture data (USDA ERS 2014a).
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Questioning Supermarket Mastery

The view that supermarkets have in recent decades rapidly increased their power so that they
are now ‘masters’ of the world food system is shared by scholars from a whole range of
theoretical positions within the IPE literature. The mastery thesis was first alluded to by
Anthony Winson in 1993. And one year later it was given theoretical substantiation by the
global value chains (GVC) approach (Gereffi and Korzeniewicz 1994). The GVC approach
combines world systems theory’s concern with elucidating spatial inequalities within global
capitalism with analysis, derived from the work of Joseph Schumpeter and Joe S. Bain, of how
actors can extract economic rent from the construction of ‘barriers to entry’. The methodology
of the GVC approach entails tracing the journey that commodities take as they are converted
from raw material to finished consumer products. By mapping out commaodity chains in this
manner, GVC analysts hope to gauge different countries’ relative capacities to capture value.
The underlying premise of GVC analysis, as it was originally formulated, is that the
distribution of wealth within a chain is the outcome of the relative levels of the barriers to
entry in each stage of production.

In order to discern differential national access to capturing value in each stage of
production, GVC analysts seek to identify the key corporations operating supply chains.
Gereffi’s work was integral in this regard as he endeavoured to grapple with how ‘lead firms’
establish the standards and procedures with which other actors in the chain have to comply.
From this work he constructed two ideal types of governance within commodities chains:
‘producer-driven’ and ‘buyer-driven’. Producer-driven value chains are centred on those
transnational corporations that control the key nodes of production. This kind of chain is

characterised by a high level of vertical integration and its major barriers to entry lie in capital
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requirements and proprietary know-how. Buyer-driven value chains are governed by retailers
and marketers that have outsourced their production capabilities to a range of smaller
independent suppliers connected by intermediary firms through complex logistics networks.
Their major barriers to entry are constituted by advertising, product design and electronic
supply management systems (Gibbon 2001: 347; Gereffi and Christian 2010: 92-3).

Gereffi contended that producer-driven commodity chains were becoming eclipsed by
buyer-driven commodity chains in the global economy. This change was, according to Gereffi,
principally brought about by the ‘retail revolution’. The retail revolution started out in the
1960s and 1970s when giant department stores such as Sears bought up independent retailers.
And in the 1980s and 1990s the revolution unfolded in such a way that the department stores
themselves were superseded by large-volume discount stores such as Wal-Mart and K-Mart
(Gereffi 1994: 104-8). Despite the importance of these insights, in the early 2000s, the dual
typology of buyer-driven and producer-driven value chains was slowly giving way to a finer-
grained, more technical and less explicitly power-oriented analysis of intra-firm interaction
that was anchored in transaction cost economics. This analysis paved the way for a switch in
emphasis from ‘governance as driving’ to ‘governance as coordination’ (Gibbon, Bair and
Ponte 2009).

Notwithstanding this switch, the idea that retailers were becoming the lead firms in the
global economy was finding currency. David Burch and Geoffrey Lawrence were at the
forefront of analysing the major supermarkets’ dramatic rise in prominence within the world
food system. Their main contention is that ‘from the late 1960s control over the establishment
and management of agri-food supply chains began to pass from the food manufacturers to the
supermarkets’ (2009: 275). This shift was driven by a number of factors, five of which they

take as being especially important. First, the development of supermarket ‘own brands’,
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particularly within ‘fresh/healthy’ food niches, helped generate more revenue for the retailers
and undermine the sales of the ‘national brands’ owned by the major food manufacturers.
Second, as supermarkets become less reliant on the food manufacturers for the supply of
established brands, they have become more able to enforce heavy slotting fees and other
charges upon food manufacturers in return for the latter’s continued access to supermarket
shelf space. Third, global consolidation in the retail sector and the development of complex
logistics systems have increased the ability of supermarkets to demand lower prices from food
manufacturers, as food manufacturers are faced with fewer buyers and as food retailers are
able to source their products from a larger pool of suppliers. Fourth, food retailers’
diversification into new areas such as petrol distribution, telecommunications and consumer
finance has enabled them to consolidate their market power and expand economies of scale.
And last, the development of ‘strategic partnerships’ with food suppliers, in Burch and
Lawrence’s view, probably signals a tightening of retailer control over food supply chains
(Burch and Lawrence 2007: 100-2). This tightening of control, they argue, is manifest in the
fact that food retailers are now increasingly setting the quality and environmental standards for
food manufacturers and fresh food producers; and in so doing, major supermarkets are
becoming ever more able to determine the general health risks that consumers are exposed to
(Burch and Lawrence 2007: 9). Due to the apparent importance of these factors, Burch and
Lawrence have endorsed the notion first promulgated by Winson that supermarkets are the
‘new masters of the food system’ (2009: 268).

The major praiseworthy aspect of the supermarket mastery thesis is that it does not treat
agri-food corporations as either case-specific or homogenous. This aspect is important
because, as argued above, in much contemporary scholarship, business interests are either

viewed in aggregate terms or they are analysed at the micro-level; and from both theoretical
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standpoints, meso-level conflicts between different corporate groups are obscured. By drawing
a distinction between food manufacturers and food retailers and by focussing on power
relations within commodity chains, supermarket mastery theorists make an important step in
devising an analysis which promises to offer a nuanced conception of the corporate
restructuring of the world food system. However, this promise is only partially fulfilled. The
shortcoming is primarily born out of the fact that few if any studies of supermarket power
within the IPE literature offer a quantitative method of actually gauging the power-shifts
between different corporate groupings in the world food system. To illustrate the problems of
neglecting this empirical dimension, Figure 2.2 plots the world profit shares of the three major
business segments within the global political economy of food.

If the balance of power within food supply chains had indeed shifted decisively from
manufacturers to retailers one would expect retailers to increase their share of overall
corporate profits generated within the global food system. As the graph shows, the world’s
supermarkets’ and food wholesalers’ profit share trended upwards in the 1970s, 1980s and
1990s. So far so good: this trend coheres with the thesis. However, at the dawn of the new
millennium the correspondence between the supermarket mastery narrative and the empirical
reality of capitalist profits ends. Instead of superseding food processing and manufacturing
companies, the food retailers’ profit share hits its zenith in the year 2000 and then it declines.
This decline is ironic as it is precisely during the downtrend that Burch and Lawrence profess
their belief that ‘the period when the manufacturing sector dominated the supply chain has

passed, never to return’ (2007: 119).
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Figure 2.2 Profit Share Breakdown of the World Food System

Note: Profit data for each sub-sector calculated by dividing its total market value by its price-earningsratio.
Profit shares are computed as a percent of the aggregate profit of the three food sectors. The data cover
listed companies only.

Source: Thomson Reuters Datastream. Series codes: food processing and manufacturing companies—
FDPRDWD(MV), FDPRDWD(PE); supermarkets and food wholesalers - FDRETWD(MV),
FDPRDWD(PE); fishing and farming companies — FMFSHWD(MV) and FMFSHWD(PE).

The profit-share data clearly cast the supermarket mastery thesis in a new light. More
specifically, the data encourages an investigation into whether supermarkets’ development of
their own product lines and their diversification into new areas of business, rather than
indicating a shift in the overall balance of power away from food manufacturers, may be

manifestations of intensified struggle over consumer loyalty in the retail sector itself. It may
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also suggest that the computerised logistical systems that seemed to benefit retailers so much
from the 1970s to the 1990s, were offering diminishing pecuniary returns by the beginning of
the twenty-first century. Finally, the data may indicate that supermarket mastery theorists
exaggerate the degree to which food retailers have become empowered through the regulatory
competencies that they have acquired over suppliers’ production standards and their
customers’ consumption habits. There is no room to explore such hypotheses here, but suffice
to say at this point, Figure 2.2 demonstrates the need to adopt quantitative methods of gauging
power shifts within the political economy of food. Without these methods, researchers will
find it hard if not impossible to know how much weight they should give to various qualitative
transformations in control over food supply chains. They are thus liable to arrive at wayward

conclusions.

Mapping out Corporate Power in the World Food System

The capital as power framework propounded by Jonathan Nitzan and Shimshon Bichler
represents an advance on GVC analysis for four main reasons. First, and most fundamentally,
capital from the standpoint of GVC is an 'economic' entity that is distorted by power, whereas
from the view of the CasP framework, capital is power. Second, and following from this first
point, the CasP framework puts business conflict and cooperation front and centre in the
analysis of the accumulation process. Third, the framework links these various forms of
conflict and cooperation to the formation of prices. And last, it encourages the researcher to
critically theorise the connection between the quantitative changes of capital accumulation and

gualitative transformations within the world food system. This section elaborates on these key
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aspects of the CasP framework and sketches out the framework’s theoretical significance in
relation to the global political economy of food.

Building in part on Thorstein Veblen’s theory of business sabotage, Nitzan and Bichler
argue that all profits stem from the institution of private ownership as it confers upon owners
the power to exclude others from using their assets. Such a view gives the researcher a much
more radical starting point than what is offered by GVC theory. Value chains analysis begins
from the premise of perfect competition and then offers the concept of barriers to entry to
account for those situations of ‘market deviation’ in which ‘supernormal profits’ are attained.
But from a capital as power perspective, the idea that barriers to entry give rise to supernormal
profits is unhelpful because it rests on the assumption that there exist ‘normal profits’ that can
be secured without exclusion. For Nitzan and Bichler, all profits are exacted through exclusion
because all profits depend on private ownership. Without private ownership there could be no
restriction on the use of goods; and without restriction on the use of goods, goods could not be
priced into commodities that yield pecuniary earnings. As such, it is private ownership in
general that institutionalises exclusion, not ‘barriers to entry’. The foundational exclusionism
of private ownership is evidenced in the etymological roots of the word private: ‘privatus’ and
‘privare’ — Latin for ‘restrict’ and ‘deprive’ (Nitzan and Bichler, 2009: 228).

Moreover, the exclusionary underpinning of private ownership not only enables
business to limit the use of goods so as to generate pecuniary earnings; it also enables any one
group of business to circumscribe the pecuniary earnings of other business groupings. Indeed,
the pecuniary earnings claimed by one, are the pecuniary earnings that the others cannot have.
Thus, by 