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1.1 The Purpose of the Regulstions and the Conventional
Perception of the Problen. 35 |

The wholesaling of fresh fruit, vegetables. and flowers
{farm ;ﬁmﬁnmﬁf is subject to  state iﬁmaxmmm in
Queensland, New South Wales ond Victorsa. In Scuth ustralia
a system of industry self-reguiation has recently been
jnstituted. In NSW the originel M@:&#mmm was  the Farm
Produce Agents Act 1926. This type
seen in the context of #sim general movement o use State

of leginiation ean ke

powers to improve wmarket outcomas for primery producers.
Although there are minor differences betwesn the Statwa. the
basic objectives of farm produce regulation ixﬁ Lo waﬁgmﬁ
producers from the depredations of cos

mercial sellers
{wholesalersi. To achieve this the States varjously require

wholesalers to be licensed., stipulats i.k:mmmﬁ ﬁ T, the

proper documentation of sales, and require disclosure of
informstion on sales and prices to authorized PRrEONG .
Agriculture to snforce the law.

nly inspectors are employed by Departments of

The rationale for the regulating the comsercial activities

of farm produce wholesalers is 15 based on oimilar arguments
as used for consumer

protection generxlly. 1t has been
argusd that producers are in & wesk market podition,
particularly with respect to their understending of market
processes and their lack of information (Hailam 1983, Doohan
1983, Tunstall 1987). Further, a tenel underlying regulstory
strategy is that only a minority of uhmim%@m would mﬂ&
to exploit these wesknesses. Falsely, thic tenet 18 gaven



whm:mm :!w the fact tmn anly & miuwﬁw M whﬁmmrmw
are ever prosecuted.

Meuim & nmhr of inquiries, reviews, including a Royal
ﬁmimim :m Victoria in 1960, mbwqum mmmmm
dments, and gammimammw ﬁmﬂ;* (Buffier cited in ABC
1987),1t seems that the problems which the legislation
attempts to 'uﬁarww rMm, Indeed wmwﬁw to the Nw
South wmw mmm Association {MSWA 1987}, there is &
strong prima
failed.

facie case tnwn gwarmam &ntmwantim has

It is contended in this paper that the inability of the
regulatory nppmac’h to deal With the problem has muzh to do
with the way the prohlam has bﬂen percieved by regulators.
They have relied on simple notions of fzmpn;{m::iqn and
economic  rationality, and have followed the ‘ﬁrﬁ‘h‘qdﬁmrf
neo-classical economic paradigm, to establish theoretically
that dishonest and corrupt dealings cannot be sustained in
such a market. Such selective use of amnmib theory. to
deny the existence of systemic wrong doing, 18 geen as a |
fundamental weakness of policy analysis in this industry.

One path to reform is better policy analysis.
1.2 A Rationale for Multi-=disciplinary Analysis
In terms of the coucribution of policy analysis to policy

making, there appears to some agreement that better analysis

is an important factor in achieving better policy (Edwards



1987),‘Tﬁe:questign is, “what sqrt of analysis?’.

A number of authors have criticized the agricultural
economics  profession . for _it's narrow ;&ﬂherance to
 neo-classical equilibriumfeconomicswand‘thefwide gpread use
of econometrmc techniques to answer policy questaons. ‘The

Tollowing authors inter alia have wrztten on varxous aspects‘

of ‘this theme: Castle (1989), Alston (1988), Lawrence

(1987), Standen (1983), Musgrave (1976), Sten. (1976),
Farrell (1976}fand Gaéscn (19?1).‘This is not the plabe to
take-up these arguments in any detail. But it interesting to
note that introspection on the §°?§~'°f agricultural
economists is often stimulated by their appeciation of an
apparent iackgof real impact oni policy :making,k(qundﬁﬂ'
1983). The limitatiqns‘bf *monism' in agricultural economics
is well illustrated in the old story told by Husgrave (1976
p.137); | ' '

“We could also be accused of being sélsct;vekzn: our dhoice
of problems like the wellknown drunk who, having dropped his
keys one dark night was found searching for them under a
street light, not because he had dropped them thera but that -
was where he could see.“ ‘

The»'ﬁeight Qf learned opinion from within and ou§$iﬁa
agricultural economics appears to béﬁthat effeg%ive'policy
‘analysis must t?anécend the limitations of  individual
disc@plineég Welier‘CIQSOrp.SOS) cglle&apebple trained to do
this “a sort of ﬁumerate'ﬂachiaveili“'wa would a numerate
;Machxavelli go about publ:c policy analysis? The course
adopted here is to follow the concept of amethoéolgzcal
pluralism gdyocatada by Fisse and>‘Fnen¢h~;11985a)§ - Thas

b iHV¢lyeS~adgpting thévfobldwinglprdcédureg '



"The Jnataal step 15 to agsemble as muchi 1nterdascip11n¢ry ‘
material as possible on a given problem of law reform. That
 material is sifted carefully for clues as to defects in the

present law and for insights about promising future
“dirvections. Basic criticisms and proposals for reform are

then generated and by dint of concentration, reiterative

analysis., lateral th1nk1ng, comparison and wexghmng of
alternatives, and feats of estimation and 1mag ation, a
commendable policy and program is formulated., itely,
after further review in llght of consultation w;th»oth s,
the policy and program are revised and presented in expanded
or contracted form as a.prescr:ption for change." (F:sse and
French 1985a p.5). «

Thisq paper is a stepwtcwards meﬁhodolégical piuralism, b
contauns an evaluat1on of three d15c1p11nary~perspectzves ofk k
'the faxlure of markets to perform as requ:red by socaety,
The term “market malfeasance" is adopted to indicate
gocially rdetrimental market - conduct and perfdrmance, Ihé
strategy of katicnal interdiéciplinary‘ choice (Fissé'gnd;'
French 19852) s pursued to eluc:date ~ alternative
theoretzcal constructs of market malfeasance; ’Howevérw th§ 
scope  of the paper limits the amount qf-material which can
be evaluated. A sense of Linblom's (1979) 5strategic
analysis' is used to reduce the task to | manégeable

proportions.

First. insights from the literature on political corruption
are considered. This is extended to include some
‘socio~political analyses of the role of cultural influences
on the acceptance and reproduction of corrupt behaviour.
Second, 50¢iolagical perspectives of criminality,.
occupational crime and especially the concept of
criminogenisis are considered. Third, the economic coﬁcept

of adverse selection is reviewed and contrasted with other



theories of sustained market malfeasance,

‘2 INSIGHTS FROM STUDIES OF POLITICAL AND ADMINISTRATIVE
CORRUPTION | | e

' 2.1 Concepts of Corruption

Corruption jsgafterm~which escapeg,pxecise"defiﬁition;[,Th@
(Iitera##ra tends to be descriptﬁve rathsr than theoretical
(Nas, Price and Weber 1986). Heidenheimer (1970a)
 categdriz9sfde£iniﬁiohswaf‘poiiticakaeruptiénf into three

groups, namely:

(i) public-office centered definitions which are based on

themmisusefof’publig,o§£i¢a for7privaté,gain,

(ii) market-centered definitions which views a bribe as a
price to beepaid in order to make xﬁgid bureaucracy '?ﬁSPQQd

~ like a free market,

(iii) public-interest 'definitions,“hich(fqgusfon,damagé'ip
the public interest as the key distinguishing characteristic

of corruption.

*thb is intriguidg~about theaé three is that fhey,each‘ﬁffer
useful wéys' of conceptualiﬁing the problem of wholesaler
mnif@asénce, First a wholesaler can be seen as the holder of
a publicly sanctioned privilege. But a licence from the
‘;statg~-confers. certain obligations, To.abnsefthe privilege.
and Qbserv¢~.the éblié&tiQnSv'only in the breach, could be

jﬁee:‘nﬂel;-i::'c:gv:;43r~;m;,)ﬁing;:-’i:jTtxe‘ “public office' which the licence



implies, Second, gtpduéérsumgy:ac@gptvcamrupﬁ‘ behaviour af
it promotes the sale of their produce,"ThéﬂmafRet may
funcﬁion béﬁtér' 1f the restrannts on free market condnct'
S were rem@ved‘but a second hest solut:on is to get around the‘
restrictions as best as possible. Th;rd, wholesaler
,malfeasance mny eVentually turn‘fprbdueé?§ away from fha 
central market faczlxty contrlbutxng to the damnse‘of an
‘;mportanﬁ @cgnoqu institution. Hence the public interest

may suffer,

But as Caiden and Caiden (1977) pgint~nut each of these
defininions‘havé«shoﬂt#¢0ming§; Impoftﬁntly; they fbegg‘,on~
the behaviour and motivation of ihdividuals Theyv rely'=on
corrupt behav;our helng defined as a dev1at10n from the
norm, When corruption bacomes entrenched and pervas;ve (1e,:
the norm) the conduct of individuals is no longer the xssue,ly

Systemlc corruptlon becomes the issue.
2.2 Systemic Corruption

~Systemic corruption prasﬁnta a different *prbblem» for
analysis because the behaviour labelled as “corrupt” is the
ncgepted‘ﬁnbrm,:pf the system which fbstersz the.carruﬁt
behaviour. Caiden and Caiden (1977 p.307) make number of
inferencesnabput ‘the impa@t xof'\systemic gbrtgption‘ In
summary, ‘th&steé:SYStémiQ corruption as a force for social
repression, contributing to economic waste by divérting‘
public resources and resisting change. 'Systemic' corruption

works to ensure it's self-perpetuation because it is an
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integral part of thersy$t¢muvwhi¢h~SUstaina~itﬁf
Where the functioning of ‘the system depends on corruptiaﬁ,

 corruption produces results which can be viewed as not all

bad"'. .Moxrggv,(1957},£9rvexample c}a;ms that corruption has

contributed to the stability of the Mexican ecbnomyy Perhaps i

' alieged dishonesty by wholesalers of farm produce is ‘maraly'
the grease whxch keeps the wheels of commarce turnnng,
Werner {a983) develops the analysus of$sys&em1¢ corruphian;'
He argues the case for gonaidering'thﬁ “spiil-ovﬁr‘ efﬁects'
‘of corruption. :Cbrruptidn not only spreads but ,azso,,
undermines public faith in leaders and social institutions.
An important problem for control and elimination of systemic
corruption is that;

"When uorrupt;on ‘is institutionalised, systemic, or an
intrinsic part of everyday life, the traditional wisdom that
corruption can be effectively contained or eliminated only
by 1legal and police measures is d;sprovedﬁ“ {Werner 1983
p.151).

In fact prosecuting a few “unlucky' individuals when the
system is corrupt can lead to the type of embarrassing

defence described in Chibnall and Saunders (1977 95142}:

“I will never believe I have done anything cr:mlnally wWrong.
I did what is business. If I bent any rules, who doesn't? If
you are going to punish me, sweep away the system. If I am
ggnlgy.k there are many others who should be by my side in
~the dock.....

' 2.3 Corruption, Fraud and Dishonesty

Corruption is not normally a tﬂrm app1iedwt¢r1egitimate
markets, The use of the term “corruption' by the New South

Waleé Fﬁrmers‘hagociatian~(NSWFA)“t¢~§e$cribe the Flemington




Markets (see Tunstall 1990) seems particularly emotive and
attention grabbing. However, it is arqued that substitute
'descriptors~for;marketumalfaasanb practices such as “fraud’,
“malpractice’, “ripﬁoff‘,~éha “rqrt“hava 'limiiatiﬁhsg Ihé
chief limitation is that such terms do not engender a sense
of fentrenched Syatemic' wrong aoing: Aﬁ‘aedeptable«synanym-;

of the Jnstitutlon of the market

In an editorial (Australian and New Zealand Journal of

Criminology (A & Nz J Crim.) 1981 p.193) an unconvicing

~attempt is made to:distingnighAbetween:carruptiOnJand fraud.
It is contended herg that the~editori@1 makeszaw%distinctian«~

wiﬁhgut\a,difﬁersnce,'The rezevantﬁpaﬁsage~5s:quatedfbei¢wd

"In the cage of corruption the desired outcome is that a
Pro¢
candidate appointed, a consignment. checked) and seen to have
been done according to certain guiding principles, when ln i
fact it is not, whereas with fraud the appearance ig

designed to conceai the event altogether (at least long
enough to “get away with it"). Futhermore, the bepefit to be
~gained from corruption does not, in any strict sense,

‘revolve around the theft of pr:vate property." (A_& N2 J

Crim, 1981 p.193). : S i

No clsar distinction has been made. Both corrupt officials
and, ﬁgyVembgzzelers.‘design‘thete‘actionS‘tc  concea1 it’s
trne,nature.~rheL@mbézzelar~mgy also wish‘ﬁt to be geén~that
certain procedures have in fact been carried out, for this
is how the crime is concealed. Presumably both are covert
actions cnnéealed by an outward appearance of “"normal
buginess as usual'. Furthermore it is questionable whether

corruption “does not, in any strict sense, revolve around

ure is seen to have been executed (a contract issued.a o



‘the theft of private property’. ‘Thé money of taxpayers

wrongly d:varted uould be ezuher the reeult of & cerrupt5‘ 

action or the result of embezzelmant by a pubxao offnc1a1w='

‘Bribes pa;d by corporate managers deplete the assets of
shareholders as much as petty th;eVery by gompany amployees*
Therefore the difference between corrupt;on and fraud is
~insubstantial and at the most a matter of fgbntextqu 

. gemantics and conventions of use,

In this &hesis the literature on politiéair éorfuption‘ is
seen as being rel@?antwdiregtly'tQ the analysis of f@abket,
malfeasance. It is possible t9~dranappropriatavanalbgiés
 between the behaviour of a corrupt official and thef

behaviour of a fraudulent wholesaler,

5. CULTURAL INFLUENCES ON MPRKET MALFEASANCE
3.1 Introducticu » ‘ |
Socio-anthropological theories ot,éuiture contribute to the
analysis of ﬂmarket‘"malfeasance in two ways. ‘Fi?stg' inﬁ
Australia, fruit and vegetable growing haé!attracted,many‘
migrant groups of -diverse“ethnic‘ backgrquﬁdsg Irish,
are represented in what is probably the most multl*cultural
of agricultural industries. The horticultural district
around the NSW town of Griffith is, for example notable as a
‘Calabrian community (Francis 1981). Many of these people
briginate'from poor peasént farming backgroundss They bring
:nax-diverae set of attitudes and cultural imperatives to the
tradition of horticultural ‘production and marketing, They

may be attracted to horticulture in Australia because of




106
it's nostalg;c famallarzty‘ Thmy were encburaged‘:‘by”
COmmunlty leaders to follow trad;t;onal llfestyles (Cbr1stle :‘ 

198&),

- Second, the compet:tlve market env1ronment.~ where small

business is subJect to attack from all 31de54 has been

~ likened to socxet;es subJect to systemzc br:gandage { Suttan‘
and Wild lQ&S),V In particular Sutton and Wzld (1988 P 89)i ;
highlight the organ;zatlonal role playgd. by "brokerdge¥ ; 
elements, o | o

Sutton and Wild draw particular inspiration from Blok's
(1974) study of the Sicilian mafia. The differences between
pre-industrial Sicily and advanced capitalist nustraiia are
vast., Sutton and wild are therfore able to make only an
1nd1rect analogy Dbetween Th:rd ‘World brokers and modern
small business, However, in the case of the fru1t ‘and
.VSQetahla industry the differences may nat'be;quite;as ast.
There may be lessons that can be learned from studies of
“Third World brokers’ whidhAmay be applied more direatly‘to‘
an understanding of the idtermadiary function of farm

produce wholesalers,
3,2\50m3~0u1turalfﬂeacticﬁS'tq Corrupﬁ»Conduct

In some sor ieties corruption is an accepted fact of ‘1i£e. '
Over time, inib@th political office and in duaﬁiwgqvgrnment
 market transactions, corrupticn has become enshrined as the
*normél patterﬁ of institutional behaviour. Francis 11981

p.121) writing on the behaviour of migrant§~ from southern
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Italy @nd‘tha Balkans observes that;

"Decades of experience of misrule have enshrined brigandage
into their normative system and it requires considerable
 gulture contact to eliminate these [intra-ethnic violence]
modes of response." S e fnnh Pl e
Further, systemic corruption can lead to Qultur@$>~whiCE
emphasize individual and family well being at the expense of
the “public interest’ ( Banfield 1970). As Bqnfiﬁld‘(l97a
p.136) argues, in such a society of ~amoral famiiigtsw no
one “ever gets what he regards as his fair share'. Mistrust

of office holders is inherent and by experience justified,

The role of extended family and patrqnage is ,e59é¢ia11y

strong in some cultures. Boissevain's (1970) d!i'S,GuSS'iOb" of

patronage in Sicily is8 instructive of how culture can

influence market relationships. Boissevain argues that a
system of patronage (a system of protactcr~leioWar
relationships) emerged in Sicily in response to a society
where violence and bloodshed are -<commonplace. In such a
situation “help' from the government is rejected. Instead
through family and friendship the protection of a patron is
sought. A patron is a respected and powerful person with
influence., sufficient to influence the behaviour of ones

enemies.

3.3 Possible Implications For Farm Produce Marketing

It is interesting to speculate on the consegquences of such
socio-political conditioning for producer behaviour in the
marketing of farm produce., Three key consequences, all

observable in farm produce markets, ¢ a be suggested.
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(i3 Producers would exhibit a mmm preferance #‘@r sull anegy
their owr
and would be unwilling to opprosch Mﬁmsam with

produce, T

Wmimm;m :

tify If produce was not sold mmz&nﬂ zy, then zxmﬂmmm
swould be shown for dealing with a imﬁv member, pmwm‘iy a
patron to whom the gmﬁuwr feels & sense of obligation.
Regardiess of whether such a paYson disobeys the law, the
producer is unlikely to complain. Similarly individusls
with a greivance would look to the family, or patron for a
solution. | VL
tii3) Individuals would otherwise show no preforence when
dealing with officials, or wholesalers, as holders of an
officially sanctioned office, as all would be viewed equally
bad and corrupt. |

tn socisties where corruption and confiict are endemic
cultural  factors behaviour and attitudes emerge which
advance self-preservation, State control and regulation m
likely to be ignored in favour of traditionally accepted
means of conflict resolution. The intercession of a
*neutral® bureaucracy is likely to be rs‘e‘naﬂfﬁﬁﬂﬂ In m@%
cirvcumstances the rule of law is ineffectual.

4. ODCCUPATIONAL CRIME AND THE CRIMINOGERIC I'YPOTHESIS

4.1 Sociclogy and Criminology of White~Collar Crime

Coleman (1987 p.407) defines white~collar crime as,
vyiolations of law commited in the course of a legitimate
occupation or financial pursuit by persons who hold

ey would be relustant to kesp yecords
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regpected positions &n their communities™. Wh{mxmamm as
holders of a state confered licence hold “respected
positions* in the farm produce community. Though a}imﬂ;}f
wholesalers may not be held with the same regard as doctors
and | mwém Like used car dealers they have uneviable
reputations. Producers have for a long time regarded them
with ampimﬁn tCole 1979 p.125, Christie 1988 p.102).
Following Higley (1985 p324) and the definitional stance
taken by Croall (1989), it is analytically useful to treat
wholesaling as & “white-collar™ occupation. e

The theory of white-collay <¢rime appesars to be directed
analytically at thrm distinct levels of criminality. In
this respect the analysis of white-gollar crime has followed
a similar path to the analygis of political mx*m;;ﬁmm '
First there 1s the level of the individual acting alone, The
gociology of deviance :3 commonly wused to explain such
“abnormal® behaviour. But the <concept of “deviance' 1o
itself frought wi.th conceptual difficulties, in particular
the saubjectivity of defining “normal® (Coleman 1987 p.407}.
It is suggested that this problem is particularly acute in
the case of defining deviant market conduct.

The second level of investigation is at the level of the
organization or corporation. A narrower defimtion of
*¢orporate crime’ has been used to describe "crimes commited
to further the legitimate purpose of the organizatioen”
{(Grabosky 1984 p.95). Corrupt indivaduals commonly
rationalise their behaviour by regarding that the ends
Justify the means. Similar behavioural mzfspbmaa kh&‘wr been



found in studies of corruption.

The third level of inquiry is at* the level of the market
system, Systemic crime iz the criminolgical mml‘;afy of
systemic corruption. It is best illustrated in the concept

of criminogenisis, which is evaluated in detail below.
4.2 Concepts of Criminogen:sis

Literally, criminogenic means crime generating. The térm
criminogenic originated in the Uniée& .Stntes literature on
occupational crime. The :t:rimihﬂgehié hypothesis is an
attempt to explain occupational crime in terxns of social and
economic imperatives of market systems. The criminogenic
hypothesis was first used by Leonard and Weber 41,9?0) in a
study of the US automobile market. Leonard and Weber (1970
p.408)  criticized previous sociological studies of
occupational crime for  their neglect of ‘structural
concentration of market power as a causal agent in certain
patterns of criminal conduct. The pattern of coercive
conduct identified by Leonard and Weber (1970), which was
subsequently confirmed by Faberman (1975). was one where g«ar" ‘
manufacturers squeeze the margins of dealerships which in
turn are compelled to “squeeze' retail customers in order
to preserve profits, It is +the second squeeze which is
1ikely to have criminal overtones while the first is seen as
a legitimate expression of market power. Faberman's (1975,
438) definition of criminogenic m: et structure typifies

~the erime coercive approach: “the deliberate and lawful
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enactment of policies by those who manage economically a
concentrated and vertically integrated corporations and/or
industries which coerce lower level (dependent) participants

into unlawful acts".

This type of business conduct where not overtly illegal.
borders on the illegal. In fact it could ba called
“regulogenic' for it has béen a ;ﬁéct’pr, m genarating ‘ a
multitude of regulations for its control. But the essence of
Leonard and Weber's case is that such regulations, directed
at the activities of dealers, are misplaced and likely to be
jneffectual because the problem is due to concentrated power
at the manufacturing level. They say: "the need is fer &
market structure in each industry to allow ¢§mpet_;itive
forces rather than government to do the regulating" (Leonard
and Weber 1970 p.410). However, Braithwaite (1978, 110) in
an Australian study of used-car fraud, found that “f ierce
competition (rather than the lack of it) is a criminogenic

force".

The possibility of coercive 'cxrzimi.nogm:i;sis in the farm
produce industry should not be dismissed lightly, Monopely
ca'pistfa«i in the form of Asupemarket c¢hains have in recent
‘»yéars come to play a dominant role in the market. One area
where they have coercive influence is sales credit. It is
. said that mpermarkétfav:hi ch purchase from wholesalers on 60

to 90 day terms places pressure on wholesalers to breach the

o ‘trerms of required payments to their producer clients

~ (variously set between 7 to 14 days).
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Coercxve c;mm:nogems;zs offers a partial explanation of hcm
crime generating systems maght function., But there are at
yleast ’two aspects of cr:mznogenisas whwh need furth&r'
elabomtzom First, th& effectnveness of regulating
occupatnons, the main weapon against occupa‘hmnal cmme has
been seriously questioned. Can governments ‘control
cmmmahty in market s}rstféms‘? ‘Ind:rectly this qﬁes't;:ion
reaches to the root of how societies def;ma eriminal
‘conduct . Second, does competition create crime, or is it =

controlling agent? The role of competition is most unclear.

Needleman and Needleman (1979) describe a second model of
criminogenisis, namely crime facilitative systems. %'Qri;me ~
facilitative systems “present extremely tempting structural
conditions — high incentives and O‘xzpcr‘timities’, coupled with
low risks — that encourage and facilitate crime" (Needleman
and Needleman 1979, 512). Szasz (1985) categorizes a US case
dealing with non-compliance with hazardous waste disposal

regulations as facilitative criminogenisis.

Facilitative criminogenisis is similar, theoretically, to
the approach taken by economists to studying the economics
of crime, (for a recent 1ustén1ian study see Buchanan and
Hartley 1990). In particular there are parallel concepts in
emphasising the role of incentives and penalties. and in the

notion of capture of the regulations by the regulated.

Needleman and Needleman maintain that environments can be

created which are conducive to crime. A key factor in that
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enviranment the nature of the regu!atory atruvture used tﬁ,
control crime. First it saems that criminogenic behavxonr
may be a result of ant:thetxc attztudea,af the regulated
‘towards the regulations, Denzin (1977) fur‘a ample daas not
find a simple pattern of tqpfﬁQan coercion, Instead
criminogenic conduct is manifested as much in mutually
?fofit§hlaa‘agraﬁmants',batwaaHJ industry @nrhiaignntaz&sViﬂ

coercion of the powerless by the powerful.

The normai'ayatternwof'bahaviauf in the xiQuor industry, as
described by Denzin. szmmly cnntradmcts the law. In fact all
tiers of the ligquor nnduatry frcmy distiller to drxﬁk@r'
beﬁef&t from ignoring the law. The law 1s seen as‘ an
impediment ‘tQﬂ normal  (profitable) business ccﬁduat;‘
Regulations can facilitate crime rnther than uupprﬁﬁs it.
Indeed both the camplex;ty and 1rra1aVanca of laws may be

criminogenic.

"We break the laws everyday, If you think I go to bed at
night worrying about it, your crazy. Everybody breaks the
law. The 1liquor laws are insane any Wayn" tﬁn 1,terviewee
quoted by Denzin 1977 p. 9,9)

f.,_Buts when compliance with the law is inconvenient or contrary
to business prﬁnciﬁlas illegal con&uqt‘may‘»bé :rAEion§1i$Ed
away. In the words of the manageress of a campuﬁer«daﬁing
service, accused .pf‘~overchargﬁngfand:nthex fraudulént~and
illegal business practices, "I never break the law.....If
thé‘iuw is no good, then lfm.not‘braakingjthe‘1aw“ (Brisbane
Courier-Mail 15-2-1990 p.6).

Szasz (1986) examines the involvement of organized crime in
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the d;sposal nf ‘hazardous ‘waste» Szasz accepts that 'laxk‘

:enfarcemenx is n factor xn the- poav performance of hazardous

waste disposal law. However, the weakness of the ragulatory '

atructure is also a factar. Szasz claims nhat the generators

of hazardoua waste undertodk a powerful legaslatQVe campaign

designed to secure a rogulatory structure which 11m1tedn

their 1liability t@r‘&nsurzngithg‘zafewdxspﬁsal*Qf‘thaﬁwaﬁxe

‘they produced. They were contanﬁ to transfer~‘ théir,

kobl;gations to a state lxcensea waste disposer. |

To return to the farm prgd;me‘” industry where .t is clear ‘
that regulations are complex. in fact apparently so complex

in Victoria as to be beyond the capacity of producers to

understand them (Rowe 1989). A situation probably brought
about by attempting to take into the law the actual trading
;pracfti:cés; of the industry. Further there seems to be stroug

indications that over reliance 6n~the<pawers of the state

has lead to an abrogation of responsxbzlnty on the part of

producers to play an effective monotoring role in the market

place. Further, inspectors employed by State Departments can
- find themselves caught between a rock and a hard place so
succinctly expressed (in the case of auditors) by Ryan
(1990, 2): |
“This is the rock: "Did you know the true financial position
in that icompany which just crashed Ami ruined me? | If you
| didn't, you are nncompetant“~
"Ib;g is the hard place* "I1f you did know, why didn't you
apedkpup?jWhy did you let the accounts pass? You are a

fraud,.” "
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5. ADVERSE SELECTION AND OCCUPATIONAL LICENSING

5.1 Introduction

'Occupaticnalylicensing is' probably/-the'rmost often used
measure to regulate minimum quality standards in both blue
and white collar nocupat;ons. The whelesal;ng of farm

produce is no exception. ‘Economists : have contributed

cons:derably to the public policy debate over 11censzng as a %

means of regulatory control, Much of this work exemplaf:ed
by Friedman (1962), has found aga1n°t the use of restr:ctlvea
11censxng*;ﬁcweverw;;nformatlonal~asymmetry, a key faatqr
fgeneratxng adverse selectzon. is seen as the most credible
argumant for 11cens1ng occupataons (Albon and Lind$ay 1984a‘
p.5).

5.2 Adverse Selection

Adverse selectica, a variant of Gresham's Law, is a
phenomenon of market behaviour where market processes select
against high quali@y,prgduats in favour of lower quality.
Hirshieifer and Riley (1979, 1389) characterize it's causé
in the following terms; whenever~5buyers can only observe
average quality there is a tendency for sellers not rewarded
for h:gh quality to withdraw from the market'. W:lson (1987
32) uses a slightly different definition “w1thout:some
device for buyers to identify,goodtproduct91;bad products
will always be sold with good products'. Infdrmatianal
asymmety can be inVGJVed‘because‘in general the seller has
‘superior information over what is being sold than the buyer

han over what is being bqught.‘That ig, he seller is ablek
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to discrimanate good quality’ from “bad qualmty buﬁ the

~ buyer cannot*

Akerlof (1970} considered a market where goods cpuld:be sold
honestly or dnshonestly.v h purdhaéer; if unable' to detecﬁ‘
the dzﬁference between an hanest sale and a d1shonest one.
"wxll be sold dnshonestlyx A dishonest sale is likely to be
more profitable than an honest one. Congequently. "d;sbonest'
aealingsvwxll‘tendatc~«drmve»~hgneat ‘dealings out of the
‘market® (Akerlof 1970, 495). B

“The cost of fdiahoneaby, therefore, lies not only in the
amount by which the purchaser is~cheatéd: the cost also must
include the loss incurred from driving legitﬁmate: business
out of existence® (Akerlof 1970 p.495) . Where legitimats
business is unable to operate profitably the integrity of

‘the‘marketﬁsystem»is:brpnght into guestion.

Akerlof*s conclusions have been questzoned by Heal (1976).
‘Heal argues that bad products {dishonesty) will drive out
good prgducts (honesty) only if traders are "sut&;qqently
shortsighted” . In particular the propensity for dishonesty
ia:’highx when sellers place low Values\cnvthe benefit of
“fﬁture  trade with thevbuy@r; It is of interest that under
‘~perfectf¢ompetitiqn;tha Net Present Value of future trade
with any particular customer is zero. (There is no special
reason to patronize a particular business if they are all
 the same.) In such a market the optimal 1ev§1 of fraud would

be positive (Darby and Karni 1973},
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Nelwun (1976 p.281) contributes to the d:squsaxon of honesty,
in busaness by propQ51ng that “it is maze cons;stent with
tha Spirlt of economic theory to assuma that behavnuor w;lly

be honest only whenAlt is grofltable“ Importantly, 1arge

‘flrms have an Jncent;ve to be honest because, due to thezr',4

greater promluence and. larger market share, news “about the:rf
malperformance~spread3‘more qulckly. Sxmxlar1y<smaller flrmS"
are better able tc conceal dnshonesty, Thls h@lps to resolve(l
the earlier dilemma on the role of campetntnon in promotgng

m&lfensant-markets.‘

~Qlearly‘ocqupati§nal licensing can be placed in the ‘geﬁ '&f
 institutionsfdesigned to cauntef the problem »df adve?S&
selection. ‘Licensing, as a m1n1mum qual;ty constra:nt, ig
»evgluated by Leland (19793, Leland argues that adverae
‘aSelthign also @peratés in markets for pﬁofeﬁsnonai
services. Fee scales and salaries reflect “avefagé(QualitY"
hence poor qual:ty is excess:vexy rewarded and hlgh quality
poorly rewarded. Hence there would be a tendency for
vaverage quality to fall over time. Customers are unable to"
detect poor quality (until it is too late). Therefore, in
the “public interest' it is,seen'as essential to prescribe
minimum quality standards for such Qccupations; The
licensing of farm produce wholesalérs‘and the regulation of

their business conduct falls within this class of argument,

Leland argues that the case for licensing is particularly
‘strong in markets where increasing price is likely to

attract lower rather than higher quality. He ~gives the

‘example of the market for human blood. "As the price paid
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increases, suppIY"ianeases.fbﬂt quaiity ﬁends to”fa11¢'a§

‘the paid donors have tended to have hxgher levels of - _serum

hepatltns” (Leland 1979, 1340)

The quality of prov1saon of wbolesalers services may lelQW'

‘such a pattern, ,ngh\»markatlng margins can be 1;nked

directly with pQQ? Quqlityn,becausg*‘a high pribe impiies

~dishonesty in the provision of the';neryige‘ ’Hdﬁever& g

=

producers are unable to tell when price is unduely high
because they are not in a position to judge the quality of

service being provided.

It can be seen that,‘adV¢rse selection can ‘péhpetuate
dishonesty. In circumstances where adverse selection
prevails it is possible that a aystem;«af‘ licensing,'will
compound the problem, ‘This’ may be so if over time the
regulations evolve to more closely reflect thé‘bQSiness'and‘
ethical principles of the coterie which has grown up aroung

them #

In the regulation of farm produce wholesaling'nqtimnﬁ»of
’idéal ¢onduct' and “normal conduct' are apt to be confused.
Weil—meﬁning attempts to impose through regulation a common
standard of behaviour may be counterproductive. Ideals, such 
as honesty, may be no more part of proper business practice

as they are of prudent political conduct. Also, what may De

seen as abnormal in business may be merely an attempt tu

differentiate one business from the mass of competing

businesses, Market regulations which seek to impose a
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predetermined pattern of normality may be stultifying. In
this regard, where adverse selection may prevail, to impede
by regulation the quality differentiation of services,

invite market.malfeasahce,
6 . CONCLUSION

The objective of this review was to :undértﬁka a
multimaisciplinary search and evaluation of insights into
the problem of market malfeasance. Thus épenihg the eye of
the public policy analyst to broader frames of réferéncea A
wide ranging, though necessarily constrained, search of
literature was made. By concentrating on concepts which
seemed to be reasonable parallels to market malfeasance a
number of useful theoretical 1insights were révealed. The
concepts  reviewed were systemic corruption and crime,
particnlarly criminogenisis, and the economic concept of
adverse selection. The overwhelming general conclusion from
using this ‘“stoategy of rational ainterdisciplinary choice!
is that market malfeasance 1is a part of a wider social
problem. It is associated with systemic corruption and crime
because it can be traced to the same root causes and Ssame
inability of conventional institutional responses to deal

with them.

In farm produce wholesaling, ecoercion, through the use of
economic pwwey, could be a factor in the generatinn of crime
in market systems, However, the empirical support for the
hypothesis is mixed. Indeed it may be conceptually difficult

acceptance  of

to distinguish between coercion and

S

wltural
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malfeagant warkels since  both eould produce ocmelar
auteomes.  The role of pegulaticns, inslsdug creating and

maintaining the m;gmxmw rmwwwmﬁm sppearo to ke 8
significent factcr in facilyxating crime  The vole of
compet 3t ion n the wmarket 15 anciear. The gm*% played by the
motivation and opportunity for deception in the earket

system seems rrucial The ey quest.on oeems

petition help to cleanse crimo and CorFuphion. or 30 3t 0

fuctor in generating it? This question & Mmﬁy m;ﬁmm‘% of
departure betwesn sociologizal theories of competits n ard
the siuple neo-clessical egoncmic theorien.

Further the continuing relevance of fars produce law must o
questioned. The law may reflect o get of social w&«mf which
are not strictly transferable from ﬁm clase or time tu
snother. Recall the words of Mr Bumble 3u Dickens “Oluver
Twist® when he was told that the Isw desas him respunsible
for his wife's actions: "If the law suppooes that.. ..the
law is a ass - a idiot. If that's the eye of the law, the
law 3o a bachelor: and the worst 1 wash the law im. thel Mo
eye be opened by experience - by experience” {Dackens 1947
p.425), The eye of the analyst of public pelicy needs alo:
to be opened by experience, the experience of marriage with
other disciplines.

Finally., it 1s useful 1t gather together the various key
criminogenic factors and to ponder on the question of
whether they can be found an farm produce wholesaizng &

list of factors seen to be sustaining infivences of marke?

te be. doen



mwammm are as follows:
B Complex and irrelevant law:
* Lax o©r under-resourced enforcement:
* Socaal am:&p-tmm Qf corruption &s memtmm;
* Regulatory Systems which have low expected penalties
‘but where the breach of the rwgu%m;imw offergs %;zgh j
rewards: o &
* Ragixmmry systems where the regulated have a&tzmﬂg
influence on development and :ampmmammmm
* A market system where power and anformation ig
unevenly distributed: |
* An sndugstry otructure where omall firms have little
vegard for vepeat business and whers they can slip
enoily inte and out of the systenm;
* An andustry <here greed 1o an amportant motivalor:
and,
% A m2 raet where the service offered 1o ampossible to
aggess qualatatively.
Markets which fit most if not all these criteris are well
known: uged car dealers. finaneial usury. small appliance
repair, wacademics and the market for the services of farm
produce wholecalers come readily to mind.
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