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Thoughts on opt farm size.

Where character of land and optimal utilization is such that land value
is larger share of total investment, then financial power b comes dominant
element in determining size. -

Where land is flat, and output uniform, then large scale operation be-
comes more feasible. There is a contrary principle, that more productive
land, with more gross output per acre, lends self to smaller farms
because the limitations of mgmt etc become acuter in step with gross
output. But this is perhaps often submerged. ®sp wher: grain is involved,
or cotton, low turnover crops -~ feeding would be opposite.

So where optimal opg unit becomes larger in $§, and a higher % land, with
its no-turnover feature, and gets beyond fncl ability of Magi/ any but those
who are too rich to want to be farmers, working ones, then you get tncy or
giant farming. ¢

With 1lvt, fncl burden of these farms would not be very great, bcs they
are mostly land, and that would be free. Thus smaller farmers could establish
a foothold on good lands -- and they might then very well demonstrate that
the best use was diversified, high turnover high output crops.

Thus far no one has really looked into economies and diseconomies of
large scale farms. JIhgegzdrdzgihddiegzgf You can find additional economies
at almost any size, probably, and diseconomies, but merely to list these
proves nothing. Job of balancing them is the trick.

Large farms have advantage of utilizing foreign labor, from another culture,
and in relation to small farms this is a special privilege because the small
ones rely on owner-operator labor largely, at American standards. Large
farms also have tax advantages, -- including fact that you don't pay social
security on machines, nor wetbacks, nor is there income tax there; and they
have federal subsidies, taking natural risks out of it. Z&tc. Add all th ese
up and you may get part of explanation of 1arge farms. But remember corps als
have tax disadvantages; income tax cuts big fellows; etc.
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"Indeed, if one reflects upon the persistence of small and
medium-sized companies/in the industries do min.ted by big
businesses, it is apparent that there can be no great advantages
to size. 1If size were a great advantage, the smaller companies
would soon lose the unequal race and disappear."

Stigler, G.J., "The Case Against Big Business", Fortune,
May 1952

Leg.:
McConnell, J.L., "Corporate earnin:s by size of firm",
Survey of Current Business , liay 19L5;

Nat. Bureau of Ec Research, '"Cost Behavior and frice
Policy", 1943)

American Tobacco vs. U.S., 328 U.S. 781
FTC v Cement Institute, 333 U.S. 083

U8 ¥ @By 82 F.-8Bupp. 75?h@nuA/&”uJMAA Stﬂ4?k1pw$ﬂLéAﬂ)

Bone vommittee, Hearings,

Above, Stigler cites approvingly. Court cases and Bone hrgs show

mnpy practises.
McConnell & Nat. Bur. show medium firms as efficient as

large.
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p. 5h: "Costs decline as the scale of operations increase,
primarily because of the use of larger and more specialized mach-

inery and buildings. A farmer with 200 acres of cropland to prepare S748
and cultivate finds it profitable to buy and operate a larger tract-

or and more specialized equipment than is economical for a famer

with 50 to 100 acres of cropland. Labor and power costs per acre, or

per unit of output, are lowered by the use of tuis larger scale
machinery." (use this as standard statement of whny get ec to scale)
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Remember that envelope problem, re siort run cost curves, &
their envelope which is long run cost curve. To get lowest

AC for any output to left of min., build a plant sligatly larger
than that whose min. AC is at that point. For the larger plant

will have lower AC in general, and, given this situation, you

are obviously better off to take advantage of SOIE at least of

ather than depend entirely on minimizing
siort » Thug the geometrical necessity is also logical.

To right of minimu, contrariwise, you are better off to
make plant smaller than that whose min, short run, is at desired

Stigler stresses this. But again, his proof is that it
is "geometrical .y impossible'. (to touch min. of each curve with
envelope)

On p. 141 he states that sum of mps only equals tp at
min. pt. on long run ac cost curves, i.e. at constant returns
to scale. Where there are increasing returns to scale, i.e.
to left of min., sum of mps exceeds tp. (it follows that
factor rewards are then slightly less than mp in this rogion)

I guess this is all rignt. Recall that the proof that

sum of mp eq. tp used assumption that addition of extra unit
of land did not increase mp of other factors -- not just for
InTInitesimal units, but for all the land. I tomought of this
at the time as meaning no monopeony or related idea. Butb

it would also mean no chanze due to changing scale? No, for
increasing returns to scale would just mean the mp of the land
would be greater than otherwise. -- Anh, but it would also
mean the mp of other units of land was increased. We can get
away from increasing mp of other units of other factors -- but
not of other units of land. Thus the increment to tp oi &all,
Summed, exceeds tp. conversely, going up, increments to tp
summed up are less than tp.

But this is, after all, only a matter of words. For, again,
in figuring increment to tp, we take a net figure, and deduct
any harm done elsewhere, and add any good done. And this business
of scale should not flub up works any more than the fact that
every factor adds more to production than it is paid, due to
complementing other factors more than it substitutes for them. --
ah, but then is it not the essence of @EEXImImXXx increasing
costs to scale that incremental factors substitute for other
factors more than they complement them, in the firm. This seems
paradoxical, but is not when you consider that the substitution
is to the limiting factor, say management, and by establishing
a relationship with the man:zement it adds nothinz to product-
ivity, tnis particular form of relationship is pure waste.

So I ecan revise my earlier general principle that all factors
add more to production than they are pald. This is only true
to left of min. long run a.c. DBut, as no one would ever employ
factors lmowingly to right of that pt., and when they do so un-
knowingly their investment demand makes 1t really to left, this
never comes up. And general principle remains true.

Fact that factors add more than mp doesn't destroy theory.
For if they arc infinitesimal they don't -- and they are paid
on basis of lowest mp they themselves create.
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Columbia Basin Joint Investigations Project 16, & 15, con ‘rol

% acwulsition of lands, get 'em. N . g piovdad

Problem 6: Farm size.

Their considerations on what is optimum size sesm to run
solely in terms of what will support a family. & net what will
get maximum revenue from land.p.8 , explicitly stated. Definitely
a family farm concept. This of course will establish types of
use that will be costly to change.

They propose, incidentally, to give esrecial he lp to the
very poor settlers, w/o cap.(So what is the use of having cap.?)
Propose , p. 9, that units should be of a size adapted to
ultimate needs of settler, will tide him over intermediate pd.
Problem 14 studies this more. Fere is a very interesting
thought . Brodez.
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| TFlorence, P Sargant. The Logic of British and
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American Industry: A Realistic Analysis of
Economic Structure and Government. Xiv,
368 p., tables, charts, diags. index. 5% X
9 in. $5.00. North Carolina, Jan- 11

A comparative study of British and
American industry from the points of view
of the degree of industrial integration, the
efficiency of various . SIZCs of _units, the
extent of concentration of control, the
nature of incentives t0 invest, labor rela-
tions, and the selection © industrial
leadership.



6 x 9 in. $7.50. Princeton, Sept. 21

This book makes available for the first
time interrelated statistics on the role of the
capital market in financing American enter-
prise. It is presented in a form that will be
useful to investors, government agencies, and
students generally. The focus throughout is
on broad trends.

Johnston, B. F., with Mosaburo Hosoda and
Yoshio Kusumi. Japanese Food Manage-
ment in World War II. With preface by
M. K. Bennett. (One of a group of studies
on food, agriculture, and World War II1.)
A publication of the Food Research Tnet




Distinguishes "pure scale relationships" from "prop

"o B i, st 22 ortionality!
relationsnips.” d, as a reader, this strikes me meaningfqll‘lz
~ v 9
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so I can use similar terms more freely. I would
changes, and ratio changes.

say pure scale 5’23:

Most of my observations on factors affecting scale are not
especially original. So I might reduce them to a mere outdine. .
use my space for more original parts of the work. e.g. he men:;:nd
travel, custom work, coops.etc. My contribution is contra t o; ne

land ship & opn unit. Work that poi B : ’ il
landownership (o} it. Work on that point s, 4 § 17“““ga~%,,
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THE INDEPENDENT BANKER

““On his way back, I'm gonna explain
to him that a bank loan to put in a
water system would make things o
lot easier”.




back wage pay due:

1. Employees may bring suit to
recover back pay and liquidated
damages equal in amount to the wages
withheld, plus attorney’s fees and
court costs.

2. On the written request of em-
ployees, the Secretary of Labor may
bring suit against employers to re-
cover back wages. However, em-
ployees who consent to suit by the
Secretary on their behalf, cannot re-
cover statutory liquidated damages.

3. The divisions’ administrator
may supervise the payment of back
wages for employees, under certain
circumstances. The employee may not
bring suit if he agreed to let the ad-
ministrator supervise the back-wage
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Ford aequired DT&I to get direet access to coal fields.
It had not paid dividend for 50 years. Tracks & stoeck worn out. It went
south to Ohio river. But couldn't get fair division of spoils from bigger
roads, because it Ufd "controlled no traffic". I judge other roads went
alonz its tracks for a way, but DTI couldn't force them to p&y much.
sh78, p. 99 ‘
Ford bought it for Sm$. "AR3 they nave so far as I can see is a right
of way to the Ohio River." said Henry.
Now Ford foreced other carriers to pay much more rates, implied threat to
divert his huge shipments elsewhere.
He found new locomotives overpriced, so repaired old ones for mueh
less -- something I suspeet his auto plants let him do.
p. 100, s 478

p. 107 Ford bought mines, r.r., and cars, to assure himself eoal supply,
steady, and he still didn't have it. So he sold. It was taking up too
much time that could be better spent.

p. 108 He sold it for 36m§ to Penn.




p. 163 Ford's airplane adventures never made money
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