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FOREWORD

‘ For the past three years the Colorado State Board of )
Agriculture, acting in its capaeity of ‘State Board for Vocational
Education, has tried te &ssist farmérs and farmers! organizations
in the solution of some of their marketing problenms by conducting
evening classes in co—operative marketing. 4 total of 22 such
classes hwmve been held in ten different counties, giving organized
instruction to approximately one thousand farmers, and the total
cogt of the instruction was paid from state and federal funds:
wmade available for the teaching of vocational agriculture.

In promoting this type of work we attempted to put on
an educational campaign intended to give the farmers the facts so
far as this could be done in short intensive courses consisting of
ten sessions and lasting for approximately two weeks. We have had
excellent cooperation from the United States Bureau of Markets,
thru the personal assistance given us in teaching some of these
classes by Mr. A. W. McKay and Mr. B. D. Derrick. We also had
equally good support from the State Bureau of Markets including the
Director himself and his assistants. The State Federation of Farm
Organizations, other farmers! organizations and some of the leading
cooperatives also gave us valuable assistance.

The Colorado Potato Growers Exchange very kindly loaned
us its manager, Mr. W. F. Heppe and the Mountain State Beet Growers
Marketing Association contributed the services of its secretary,
Mr. J. D. Pancake, and these two men cooperated in teaching the
first evening class in Cooperative Marketing ever put on in the
United States.

In all cases these classes were sponsored by the local
school districts in which they were held, and much credit is due
to the school officials and the local people including the county
extension agents, Service Clubs and Chambers of Commerce, all of
whom cooperated in making the work a success.

In addition to the help given by the bureaus and other
agencies mentioned above, the State Board was fortunate in securing
the services of Mr. Robin Hood, a highly trained and experienced
specialist in cooperative marketing who actually taught fifteen
of these classes. Mr. Hood was so successful in these classes, his
work was s0 well received and so much sppreciated by the farmers
who attended, that we employed him to prepare in condensed form the
material which we used in his classes. After consulting with some
of the leaders in this movement it seemed advisable to have this
printed and made available for those who attended the classes and
for others who are equally interested in this work.

(3225)



While this work in Colorado was growing from a very
small beginning to a more extensive scale the whole subject of
cooperative marketing as a means of farm relief has gained national
recognition, both great political parties sponsoring the movement
in -the last presidential campaign, and now following the appoint=
ment of the National Farm -Board by Preeldent Hoover, the de81re for
nore: 1nformat10n is- nat10n—w1de. : s <

T It is. in. response to- thls 1npreaeed demand for: 1nformatlon
arid with the_hope of aiding those who' are interested in fhais " -
movement and who.may profit by it that this bulletln is issued.

c. G. Sargeﬁt;A.
. Btate Director of :
- Vocational Education.-



Cooperative Marketiﬁg Evening Schools Conducted

in Colorado in Cooperation with the
Department of Vocational Education

. ENROLLMENT :

SCHOOL INSTRUCTOR Men - {Women |[Total YEAR
1. Greeley J. P. Pancake a7 27 1926-27

iW. F. Heppe
Total 27
1. Crowley 1 Don Malcom 19 1. 5 24 1927-28
2. Center :Robin Hood 28 28 . "
3. ‘Del Norte Robin Hood 41 41 " "
4, Delta Robin Hood 39 7 - 46 " "
5. Eaton B. D. Deérrick - 11 11 " "
6. TFruita Robin Hood 98 - 96 " "
7. Fort Collins Robin Hood 51 14 65 " "
8., Greeley B. D. Derrick 23 33 " "
9. Grand Junction!Robin Hood 56 18 72 " "
10. Loveland Robin Hood 23 - 33 " "
11. Monte Vista Robin Hood 42 42 " "
12, Montrose Robin Hood 25 25 " "
13, Ordway William Orr 18 18 R
14, Rocky Ford H. Fauber - 20 20 " i
. 534 L
1. Fowler Robin Hood 50 50 1928-39
8. Lamar ‘Robin Hood 14 14 n "
3., Sterling Robin Hood 20 6 - 26 " "
4, Fleming - Robin Hood 49 49 " "
5. Platteville Albert Dakan 28 38 " .
6. Rocky Ford Robin Hood . 22 22 " "
7. Wiley Robin Hood 47 47 " "
236 .

TOTAL ENROLLMENT......



INTRODUCTION

World-wide experience demonstrates that democratic forms
of government can.ehdure only-among educated peoples. When our
forefathers brought the Republic into existence, they wisely fore-
saw that its euccess was dependent upon affording an edugation.to
~ every citizen, and free public school& 'in the world. Cooperative

marketing presents a parallel. It is a democratic form of business,

and can therefore endure 6nly among understanding neuwbers, and can
~grow best only among understanding farmers. .- - BT

Adult "schools 6f copperative marketing" in Colorado
appear to have demonstrated that adult education under the super-—
vision of a trained educational- organization can make notable
progress toward .a correct understanding on the part of farmérs, of
the possibilities, limitations, problems, anc operating methods
‘of cooperative marketing. -~ The following bulletin is an effort at
reducing to the written word the spirit and the content of the .
Colorado "Cooperative schools."  Necessarily, only the highli:znts
of the courses could be touched in a single short bulletin. To.
pretense is made of covering the whole field of cooperativ )
marketing informstion. . - ol

It is hoped that the plan of organization of the material
will prove sultable for others who may conduct adult cooperative
schodls, ancd especially for vocational teachers who wish to offer
some of the highlights of the subject to their boys in vocational
agriculture. At the same time, it is hoped that this bulletin.
#ill prove to ve an adequate review for the farmers and farm folk
who attended the Colorado cooperative schools, -

_ The material offered in this course is not presented as
the author'!s original contribution. Instead it is a compilation
of the best thought of economists and cooperative leaders. It
would be utterly impossible ‘to give due credit for the various
facts and views expressed; much of the material has been used by
the author so long that its origin is unknown. It suffices there-
fore to list the names of several men who have -contributed greatly
to the author's thinking: Walton Peteet, E. G. Nourse, H. E.
Erdman, Tait Butler, C. 0. Moser, and the personnel of the United
States Division of Cooperative Marketing, particularly its chief,
Chris L. Christensen, and nis assistant, A. W. lcKay.

~-Robin Hood.



CHAPTER I

WHY WE FACE MARKETING PROBLEMS:

Separation of Producer and Consumer

: In pioneer days each farm unit was more or less self
supporting. On each was grown wheat for the family's bread,
livestodk for the family's meat, wool for the family's clothes,
and trees for buildings and fuel. - Or, if the individual farm did
not snpply all its own needs, surpluses of one product were
excharged ¥ith another family in the community for its surplus
of sagwething else. In those days the farmer's market was just
across his neighbortls llne fence. The community was practically
self-sufficing and there were no serious or complex markethg
provlems, : .

Today agriculture has become commercialized. The farmer
lives hundreds of miles from the ultimate consumer of his
products. He produces the commodities to which his land and
his inclination are best adapted,. and. he no longer produces
products 1ntended prlmarily for his own consumpulon

The High Cost of Distribution PRODUCER TG CONSUMER
The more specialized farming -

became and the farther apart producer-

and consunmer became, the larger the

number of intermediate agencies .. : R :

there were required to move farm 0 10 s e

products from the farm to the

consumer'!s table or wardrobe. As

a consequence, a long line of - :

buyers, brokers, age%ts, carriers, local buyers_

etc. have come into being to help = . ~Wholesale shippers

get crops to market. . Wheat, for - PIOCEssors

instance, may pass thru all the | - brokers

following hands on the way to the r%llIOﬁ@s
consumers: Local elevator, : €eamsnlips
broker, railroad, terminal ruckers
elevator, forwarding agent, warehouses £
steamship line, foreign elevator, commlss%on irms
mill buyer, flour mill, flour - @aﬁgfackurers
broker, jobber, baker, wholesaler, ’ Jg lersl
retailer. These are only a few w 2 ?ia ers

of the agencies that might be ~retailers

Tetc.

named on the list.




A few generations ago, my : R
when ge+t1ng CTOopS. to market N S THE CONSUMER'S DOLLA

was a simple matter, the far-
mer received fully two-thirds

nf the amount the consumer :
pald thae other one-third Was s
the cost of marketing., .
_Steadlly, year by year,- Lo :
marketing has become more and [T
more complex and marketing. o
costs have been increasing
until today the American’
farmer gets about one-third-
of the dollar that’ the
consumer pays for the
farmer's “roduct. :

In otnvr words, out of
the kSO 000,000,000 which is
annually yald for Americah farm
products; the farmér gets about
$10,000,000,000 and the other
. $20,000,000,000 is paid for
marketing services. Moreover,
the cost of marketing is
steadllj 1norea31ng and the
farmer's share is perhaps

still becoming a smaller S N ‘Today'
‘proportion’of the consumer’s ' . :
payments. -

Small Scale and Large Scale Qperatlon

Agrlculture is cnaracterlzed by 1nd1v1dua1 production-—
small scale operation. Prior to the Civil War this was also
characteristic of industry and commerce. In other words, shoes
were not made in great factories, but were made in cobbler shops,
farm machinery was made in blacksmith shops; boats were owned by
the skippers who operated them; minerals were extracted by
individual placer miners or by small groups of men.

However, 1ndustry and commerce have now learned to use the
corporatlon as the efficient instrument for large—-scale operation.
Today 99% of our transportation facilities are owned and operated
by large corporatlons, 93% of our minerals are extracted by
corporatvions 85p of our manufactured products are made by
corporations. Business has utilized the corporation to make
business more efficient and more profitable on a large scale
basis.

In the meanwhile, agriculture has remained an industry of
individuals, or small-scale production, and, except for
cooperative associations, the marketing of farm products is a
small-scale operation and has none of the advantages of
large-scale efficiency. It may be said that the farmer is a
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.smalimsgale eperater in a world éf large-scale speratnrg--and
when iiis interests conflict with the interests of a largo.scale
operztnr ne is likely to be at a disadvantage.

The Price Level of Farm Products

As long as the farmer produced for his own consumption
under a self-sufficing system, the prices of farm products were
‘not a matter of concern to him. =~ But when he started specializ-
ing, prices became of grave concern for he was then requlred to
exchange his products for money and his money for things ne did
not produce but were essential to his life and happiness.

A1l this assumes that a preper or satisfactory rate of
exchange is maintained between what the farmer sells and what he
buys. But has the exchange rate (comparative prices) been
satisfactory to the farmer? An examination of the index ficures
of the Federal Bureaus of Labor Statistics and of Agricultural
Economics shows that the farmer has been suffering a distinct
disadvantage covering a period of at least nine years.
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The chart reduces non-agricultural prices to an even index line
.0of 100 and then cianges farm prices to a comparative basis. It
shows that the index line of prices for farm products have been
steadily below the index line for other products since 1919 as
much as 30%. In other words, the farmer's dollar has been
worth from 80¢ to 90¢, measured in terms of what it would buy.
This is another way of saying that the relative level of farm

product prices has been very severely lowered compared to
non—-agricultural products.



Suggésfed Pfobiemé -

1. Zxamine each of the four principaz sub—headlngs in
this chapter to see what remedies cooperative marketing offers
for the.condition. :

2. What chance is.there of Henry Ford's dream of large-
rcale corporation farming coming tTue, . ‘thereby making agriculture
also an industry of large—scale. producers? . How would the
realization of Henry Ford’s dream affect rural life?

c GHAPTTR"II ~
THE- FARMERS‘ HANDIGAPS

In the precedinq chqpter were outllned varlous ways in
which economic development has changed and complicated the far-
mer's marketing problems. Other factors in our economic develop~-
ment could also:be analyzed to show additional -difficulties to be
overcome. It is alse possible to show that legislative enact-
ments of various kinds have made marketing a more expensive

, . brocess t;ru labor laws, banxing laws, rall rate re@ulatlons, etc.

However, in addltlon to all the nandlcapS“caused by economic
and political development, the farmer faces.certain natural dis—
advantages which are inherent to his occupation. The farm is a
manufacturing enterprise in the sense that it is a fdctory where
:801l, sunshine, water, and air are made into food and other prod-
ucts. But compare the fam faotory with some other factory, one
‘produ01ﬁ~ ohalrs, for instance.. -

_TheiFarmei Cannot Determine His Volume

. . . . ‘ L) “_ '
..of Production in Advance

The manufacturer of chairs holds such control over the
factors of production that he can determine at the beginning of
any year what his volume will be. In other words, he can decide
to produce 10,000 chairs, can shape his plans accordingly, and
when the end of the.year arrives he will have produced the
10,000 chairs--not 9 000 chalrs nor 11,000,

The farmer, on the other hand "deals with Weather condit ione—
factors of production over which he has no coantrol. 8o con-
sequently when he plants a given field in.wheat he cannot know
whether fortuitodd conditions will &fford him 30 bushels per
acre, or whéther ingsects and drouth will curtall his production to
3 busnels pér acre.
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The Farmer Cannot Know His Approximate

Coet of Producticn in Advance

Waen the chaXx manufacturer sets nut upen his yearts prn-
ducing program, he knrws how much lumher, how much hardware,
how much varnish, how much laber, and how much nf all other
necensary items are required for 10,000 chairs. He is able very
glnsely to approximate the cost of each item and the cost in
aggregate., Détermining the cost »f production in advance is
therefore a simple matter for the manufacturer. Ccmpare, alsn,
the case of the automobile maker, who is able te annsunce every
detail of a new model, including its price, before ccmmercial
production actually begins.

When we turn to the case of the farmer we find him labering
under the handicap of being wholly unable to knew in advance his
cost of productien per unit. . If nature frowns upen hiw wheat
field to the tune of a cne-fifth sr a one-tenth creop, it is
obvious that his cest of production per hushel will be several
times greater than it will be if favorable conditiecns result in
a 30 bushel crep.

This situaticn also applies alike to the wheat grower, the
fruit grower, the corn grower, and the hay grower; and because
it applies to corn and hay, it is also difficult for the stock-
ran to estimate his costs in advance. The farmer therefcre
cannot estimate in advance with any practicable degree cf
success what his cost of production will De.

The Farmer Cannot Xnow His Approximate

Belling Price in Advance

Turning back te the example of the chair manufacturer, his
completed products are coming nut of his factery every day, ani
are being scld thrucut the seascn as produced. He 1s conse-
quently in a pcsition to judge the selling price in advance of
prcéuction. Moreover, there is a reascnakle stability in the
chair industry, which in turn means reasonable stabhility in the
prices for which manufacturers are able to sell their chairs.
Other manufacturers, froem makers of shees tn makers of auto-
mchiles, are alsc able to estimate in advance their szelling
rrices,

The farmer wha at planting time could prophesy the selling
price of his crop in the fall wruld te heralded as a mystic and
could wmake hilliens of dellars trading in grain cr cotton futures.
Thousands of cottcn growers have lest their farms and their
life—-time savings prnducing cnhtt~n which sold for ten cents
where twenty or more was expected at planting time.
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Thé‘Farmericanﬁbt 8peed Up or-Slow Down

" Production During-the 8Season - . =

- . . -

The manufacturer hds still another important natural ad-
antage over theé farmer. He can alter his rate of productinn
any day of the year. The ¢hair mamufacturen, for instance, can
.slow down or speed up his-production almost at will by laying
»ff men- o**bv hiring additional men, by diverting lumber supplies
wr nu;caa81ng more, etc. - And a further significant fact is
that these changes in the rate of production can be made without
~materially af“ecting the cost per unit, wlthln certaln
llmltatlons. .

S In the farmer’é'Case,'however, no change is possible in tae

- rate of procduction once “the crop is planted. To be sure, a
farmer could reduce his year's production of a crop by destructive
methods at great expense to himself. Or he could perhaps increase
his season's production--of wheat, for instance, by picking up
fallen kernels from here and there over the ground--but at
1ncreased expense out of D¢oport10n to the beneflt

The 81g11flcant thing is, that- any effort bv the fanler to
control his volume of production after the crop is planted is
costly %o Almself "while the manufacturer is able to control his
speed of aroductlon for his own profit. -

Suggested Problems.

L. This chapter- compares the farmer with the manufacturer.
Undertake a similar comparison with the marchant~—for the farmer
is also in a sease, a merchant .- i

A 2. Is it desirable and is 1t p0351ble to.enact some’ systen
nf controlllng the aereage planued to varlous crops by legisla-
tlon? ' : _ ; .

_ 'o. Does cooperative: marﬂetlng minimize any of the natural
,handloaps faced by the farmer7 " - : -




L CHAPTER III
BEGINNING OF AGRICULTURAL -COOPERATION

It has been said that farm ooqperatlon began- when 1t wa.s
discnvered that two ‘men could move a larger stone than one man
~could move alone. " It is probable that there was some measure of
agrlcultural cooperatlon in the ‘Garden of Eden. Husking bees,

- barn raising, and similar. act1v1tles are relatively recent forms
- of farm. eoopsration. - In other words, cooperation is nothing
new, althouvh formally organlzed cooperatlves perhaps are.,

Cooperatlve Nanufaoturlng 47

_ Cooperatives were known durlng the dark ages. "Cheese rings"
operated among Swiss mountain farmers in what is now northern

- Italy.- - Groups of dairymen cooperated to employ cheesemakers who
wenit - from house to house on. a regular circuit, at each place
making the milk into cheese. ~In some cases the cheesemaker also
‘peddled the product in the towns and took.as his wages a certain
proportion of the ch@ese which' he maae. :

Cooperatlve Purchasing

- .. ‘ Rochdale, a little town in England, has become known

- world-wide as the place where the cooperative buying movement
gtarted. . In 1844 a group of weavers there became dissatisfied
with the "high 'cost of living" and began purchasing their supplies
cooperatlvely - They established the first cooperative store,
and saved by buying in larger quantltles more than they could
buying individually.

S These Rochdale weavers developed the principle of paying
the proflts cf the store back to the members as patronage

© dividends, in other words, in proportion to each member's pur-
"chases. This principle today is followed by all true
cooperatlve buylng societies,-

From tHe small bevlnnlng at Rcchdale, the movement has grown
until in England alone are 5,000,000 members cof cooperative buying
~societies, and the Cooperative Wholesale ‘Society does a business
cf about $1,500,000,000 annually, operating its own factories and
even its own plantations. :

Ccoperaulve Credlt

' Ralffelsen, a German burgomaster, is the "father of
cooperative credit." He saw the need of the small- German farmers
for more and cheaper financing, and being of a ferward-looking
sort, he organized the first cooperative bank in 1846. Under the
Ralffelscn Plan the farmers pooled their-.-resources to borrow
money, and each one stood as sponsor and guarantor for the loans
to every other member of the society. Of course, they were
careful to select members wisely. Today there are 17,000
Raiffeisen credit societies in Germany alone, and similar
societies in almesst every country in the world.
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Another German, Schultze, :-burgomaster of Delitsche, estab-
lished the first cooperative bank for trades people of his town
in 1854, "His society operateo in a manner similar to the
Raiffeisen societies, and in time was duplicated in other German
towns. . There are now 3,000 such cooperatlve credit associations
for towns people in Germany. ' :

" The. Federal Farm Loan Actj; passed by Congress in’ 1923,
created what can perhaps’ e regarded as_the largest cooperative
credit- system in fhe world. - Men-who have Federal farm loans are
membérs of local National Farm. Loan: Associations. .Under the act
as orlgldally passed these members would have come into complete
ownership and control of the system as soon as the government's
original loan was repaid. A later amendment, however, gave the
President of the United States the power to app01nt the members of

. the Federal ‘Farm Loan Board. Except for this one feature, the
system is a cooperatlve credlt 3001ety in every way.

A GOOperatlve Produotlon

In the rleld of cooperatlve productlon services, it is
difficult to know what the beginnings were. It is sufficient for
present purposes to observe that there are cooperative cow test-
ing associations, cooperative bull rings, cooperative pure. seed
associations, and scores of other cooperatlve productlon
8001et1es. IR : : :

- Of partlcular 11terest are tne oooperatlve machlnery
- 'a88001at10ns of India. Groups of farmers form secieties for the
r ownersnlp of plows), mowers, cultivators, and other modern farm
“ implements.’ In these cases no . -one man farms enough land to
justify owning these machines himself, so he. cooperates w1tn nis
_nelohbors in settlnm up a s001ety for the purpose.

_ Cooperative Larxetlng

Littlé DenmarP is generally spoken of as the "home of
cooperative marketing," but she earned the title because it is in
Demmark that the movement has reached its greatest development-—-—
not because: cooperative marketing started there. The three chief
farm proaucts of this little oountry are pork, butbtter, and eggs;
of these 85% of the pork produced is slaugntered in forty~31x
cooperative bacon factories, 80p of all the butter is made in
cooperative creameries, while about SOp of all ‘the eggs are sold
thru the cooperatives. Many of the essential principles of
cooperative marketing were worked out by the Danes. .

Although the Danes showed the world how to improve rural
standarde of living thru cooperative marketing, they obtained
their orlglnal plans from men who visited the United States and
observed how cértain dairy groups were working out their marketing
problems in a cooperative manner. The Danes took the American
plans, improved them, devised the first membership contracts,
and became leaders of the movement.



Suggested Problems

1. Trace the beglnnlngs of cooperatlve endeavor in your
own state or ccunty.

2. What cpponrtunities are there for development of qéopera-.
tion in production in ycur community?

SQ_Whylshould conperation be chiefly applied to marketing
in the United States, altho it is chiefly applied to agricultural
credit in Germany, and to buying in England?

CHAPTER IV

THE COOPERATIVE MOVEMENT IN THE UNITED STATES

In broad terms the agricultural cooperative movement in the
United States might be considered as including educational asso-
ciations; crop improvement associations; various livestock improve-
ment organizations, such as cow testing, livestock registration,
calf amd pig clubs, credit associations, mutual insurance groups,
mutual telephone, water,.light, pewer, and tmansportation groups,
and marketing and purchasing cooperatives—-a total of 100,000 to
130,000 separate associations and companies.

The Earliest recOrds of cooperative marketing associations
in this country. are usually credited to Oneida County, New York;
where dairymen established a cooperative cheese factory in 1851,
although other authorities declare the first cocperative was
formed in Connecticut in 1810, Another cheese cooperatlve
formed in 1836 alse in New York state, is still in operation. The
movement experienced a very slow growth, records of the Depart-:-
ment of Agriculture showing only a hundred cooperatives in 1890,
and about 700 in 1900. The development from 1880 to 1937 is
shown by the chart on page 10.

Some idea of the scope of the movement may be had from the
fact that approximately one-fifth of all the farm products ]
grown in the United States pass thru the hands of a cooperative
marketing association on the way to market. About 2,700,000
farmers are cooperative members, and the average annual bu31ness
of cooperatives: amounts to $3,400,000,000.
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JiBER OF .COOPZRATIVE MARKETING ASSOCIATIONS
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The f0110W1nT table ‘shows the way in wh 1ch associations,
members, and business is aoportioned anong the various commédities
in %he 1927-88’seasongfaocording to the.U;‘S Departiment of

Agriculture. - .

Commodity - & As 001atlons..Members Anaual Business
o Grain e TR G I 455 - 900,000 = $680,000,000
Dairy Products - " v .- 2,379 - 600,000 - 620,000,000
Livestock . ’ T B,OIB- , 450,000 . 330,000,000
Fruits and Ve etables 1,269 215,000 300,000, 000
Cotton : oo 1386 - .- 140,000 _- 97,000,000
~Poultry & Poultry Products - 80: - 50,000. . -40,000,000
Tobacco _ - 186 -15,000° . 33,000,000
- Nuts . B 40 .. 15,000 - 14,600,000
Wool and Hohair ' . 99 35,000 7,000,000
"Forage Crops : o 15 . 3,000 1,400,000
- Miscellaneous selling - - 595 190,000 70,000,000
Miscellaneous buying = -~ = ..1,205- 398,000 128,000,000
Total 11,400 3,000,000 2,300,000,000

Dairymen were .the first cooperators in the field of market-

ing, and there are now some 600 cooperative cheese factories, two-
. thirds or wmore of which are in Wisconsin, .and about 1400 creameries,

largely in Kinnesota, Towa, and Wisconsin. In addition there are
nearly 200 fluid milk cooperatives. The most significant develop-
ment in the vast ten years has been the federation of locals into
sueh:tentrals as the Wisconsin Cheese Producers Federation with
nearly 850 factories as members, and the Land O'Lakes Creameries,
Inc., a federation of 500 creameries in Minnesota and Wisconsin.
These organizations have developed high test products, devised
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labels and trademarks of national reput tion, and sell their
products by the train load on eastern marxets, especially direct to
large retailers.

Other important developmentes are the fluid milk marketing
association, each operating in the territory surrounding a large
city. The larzest of these, the Dairymen's League, supplies New
York City with most of its daily milk needs. It has 80,000 members
with recejvinb plants scattered thruout New York, and other nearby
states. _

The ¢rain cooperatives started about 50 years ago, and aow
include about 4,000 local farmers'!' elevators handling grain for the
accounts of the members or for their own:accounts, pro-rating
profits back to the members as patronage dividen#is. A number of
state-wide wheat pools were formed from 1920 to 1834, each aiming
at large—scale efficiency and a favorable influence on prices. e
outstanding wheat pool is the Canadian Cooperative Wheat Producers,
Lts., with 150,000 members and fully two-thirds of the entire
Canadian wiheat crop. There are also a number of successful selling
agencies on terminal markets handling grain for cooperative
elevators or wheat pools.,

Fruit and vegetable cooperatives ‘are to be found in almost
every state, and are perhaps the best known, for every consumer is
acquainted with the trade mark "Sunkist" undér whica the federation
known as the California Fruit Growers Exchange sells its members!
citrus fruits, and the trade mark of cooperative raisin growers,
"Sun-Maid." Two-thirds of the nationts cranberries come from
members of the cooperative American Cranberry Exchange. Gtandard-
ization of production, grading and packing, followed by judicious
distribution among consuming markets and good advertising have made
the farmers! own marketlng assoc1at10ns tne domlnant figures in the
fruit and vegetable industry.

Cooperative livestock shipping associations have almost
all been formed in the past fifteen years, chiefly for the purpose
of eliminating abuses and lowering buyers! margins. They soon
learned, however, that to accompllsh their purpose they had to be
represented in the terminal markets, terminal cooperative commission
associations were therefore formed in every market to handle sales
for shin._ing associations. ’ ‘

The cotton cooperatives include a number of gins and
miscellaneous service organlzatlons, but the 1mportant ones are the
state-wide pools covering every cotton state from the Carolinas %o
California and handling from five to ten percent of the American
crop annually. Thru the American Cotton Growers Exchange or thru
individual sales offices they sell about half their receipts direct
to domestic mills or to foreign buyers thru cooperative offices in
foreign spinning centers.

Poultry cooperatives, particularly on the Pacific Coast,
handle most of the egzs of commercial poultrymen, while in the
states of ¥innesota and Missouri associations handle farm flock
eggs and poultry. The Pacific coast organizations have a selling
agency in New York, the Pacific Egg Producers, to which they ship
egzs in refrigerator cars.
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Wool, nute, and tobaccs are three other faorm groducts fou
the handling of which cooperatives have sprung up in the 1ast ten
years. One wool association was formed in 18E5.

Suzoegted Proble

1. Prepare a hlstory of some cooneratlve in’ your community
telling why it was started, how it operatea, what eroblems it
faced, how it dealt with the problems; what, measure of ‘success it
has had, eto.'

2. Wbat cooperatlve a83001at10ns are tnere wh ose products
are sold in- your comﬂunlty? : v

L B Why did- the number of . cooperatlve aSSOCldtlonS increase
mo st ranldly from l9lb to. 19207 ' : .

) CHAPTER v
- WHAT 18 uARKETING?

It was p01nted out in Ghapter I that the fermer gets about
one-third of the amount pald by tihe consumer for farm products,
~while the other two-thirds is paid tovarious middlemen who per—
form marketing services as procdessors, brokers, salesmen, carriers,

. ‘etc, Most of these middlemen render useful and necessary
services; at least they'are doing things that Uroducers and con-
sumers have been willing to pay for. Let us examlne the useful
services which they render: ° S o . .

1. ASsemblingf

The local buyer assembles the farmers products in large
quantltles, the first tagk in the marLetlng process. Assembling
is necessary for many reasons. ‘-Cotton or wheat assembled in
carload lots, for instance, costs less t0 ship thian in several-bele
lots or several-bushel lots. Perishable products like lettuce
or eggs could not be shlnped across the continent to market if
they were not assembled in quantities sufficient to use
refr1gera+er cars. Moreover, assembling in quantity is necessary
in order to make the product attractive to buyers. A cotton
mill is not interested in purchasing a 1ot of five or ten bales
of cotton; it wants its cotton by the hundred or thousand bales
of wniform kind. A chain store or produce jobber wants to
buy potatoes or apples by the carloaa. .

2. Grading .and étandaralzlqfr
Sonewnere on the- wav to market farm products are graded
according to quality and are sorted in even lots, each lot
according to a definite standard.. In some cases this marketing
gervice is performed by the local buyer; in other instances, by
the broker, or the wholesaler in the terminal market; sometimes
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by the retailer. If not done before the product reaches tihe
consumer, it is lilely to be an inferior, irregular, spoiled
product wiich the consumer receives. The flour wmill is not
satisfied to purchase-simply a car of a specific grade and gquslity
in order that it may be blended into a uniform quality of flour.
Without :rading the farmer cannot gain the benefit of producing
good QUHlltY, while without s‘t:e.ndarc:ilzlnnP the consumer cannot
know what he is getting.

5. Packa

l" >

Somewhere along the route from farm o market a service
which may be called packaging is performed. Cotton is enclosed
in a bazzing, lettuce and cantaloupes are put in crates, oranges
and lemons may be wrapped in tissue, raisins may be put into
cartons, potatoes may be sacked, etc. Packaging makes most farm
products more. salable; indeed, most farm products could not get
to market unless someone packed them. Packaging also becomes
necessary for another reason, to help the consumer identify a
particular- quality-or:brand; if identification were impossible,
advertising would be-useless... P S TP o ' o

4, Processing

COuuon is spuq 1ﬁto yvarn and weaved 1nto cloth Wheat is-
milled iito flour pears, cherries, peas, and dozens of other
fruits and vegetables are canned; raisin grapes are dried into
raisins; walnuts are cleaned and perhaps cracked; livestock is
converted into meat--and so on thru a long 1list the ways in waich
farm products are processed can be shown.

5, Transporting

If citrus fruits could not oe tranSported to New York
Chicago, and other places-where people live in large numbe“e,
their value would be negligible. Without railroads or other
transportaulon fa0111t1es large cities would starve and fall to
ruin; farmers would be compelled to return to a :-self-sufficing -
type of agriculture. Transporting is a vital marketing-service,

6. Storing and Rigk-Bearing

Most farm products must be sorted between the time of
harvest and the time of consumption. The farmer himself may
perform tiais service, or the consumer may do it for himself.
However, inasmuch as neither has the facilities nor the inclina-
tion, this marketing service is usually turned over to some
middleman who accepts the products when the farmer wants to sell,
then releases them when the consumer is ready to buy:

7., Financing

The investor is another who renders a marketing service,
for it is apparent that somebody's money is tiéd up in farm
products from the time the farmer is paid until the consumer pays.
Banks, individuals, and companies of various kinds help to
finance the marketing operation, and must be paid for their
services with interest; they are also middlemen.
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3. Distributing

Finally comes the function which many think of as the whole
of the marketing process—-distribution. Someone must find the
market and help determine what cities or towns various lots of
products are to go to. Someone must divide up each car of
citrus fruit, for 1nstance, among the various retailers; and the
retailers must make the fruit available to consumers by means of
stores equipped with clerks, paper bags, accounting gsystems, etc.
Perhaps also advertising is necessary to move the products into
consumption eff101ent1y. All these services are included in the
distributing funotion,‘ , :

Suggested Problems

1. Trace a crate of eggs or some other farm product thru
all the oande that touch 1t from the farm to the consumer's

-7 Enumerate the ways in which better graolng and standard—
ization will save money in assembllng, packaging, processing,
transporting, storing, financing, and distributing.

3« List the farm products grown in your oommunlty,saﬁd see
whether all eight marketlng funotlons are carried on for each
commodity, : .

CHAPTER VI
,"THE‘PURPOSE"OF'cooPERATIVE MARKETING

Some cooperatlves Have falled for want of correot under—
standlng of their true purpose. -When  the goal is not in mind
cooperative leaders are ‘apt “to’ o1ss1pate thelr efforts and con-
centrate on mistaken policies, =

In the precedlng chapter it was seen tnat marketlng
functions are: P :

' 1. Assemblinﬁ

- 3. Grading and Standardlzlng _
3. Packaging '
4, Processing
5. Transporting
6. Btoring
7. Financing
8. Distributing
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If cooperatives are to market farm products, it is apparent that
they must do these things. It is apparent, also, that if _
cooperatives cannot perform these functions better than private
agencies, then-oooperatives cannot survive against the competition
of private agencies. In fact, cooperatives always come into.
existence as the result-of a real or imagined grlevance ‘against -
some part of the- marketlng system. .

The true purpose: of a cooperative marketing a33001at10n is
fo perform one or more of the functicns of marketing in a better —-
more efficient -- more satisfactory manner.

Sucgested Problems

1 Study cooperatlves that have falled to. see Whether their
operation showed that the management had an adequate understanding
of the purpose of cooperative mar&etlng.

2 .Examine each, commodlty grown in your communlty to see.
what opx ortunlty a cooperatlve would have in thellvht of the.
purpose outllned above, : S :

KR Examlne a large oooperatlve with Wthh you are acquainted
to see what it has done toward performlng the various functlons of
marketing more efflolently.

GHAPTER VII
THINGS GOOPERATIVES CAN AND CANNOT DO

Durlng 1920 and 1921 When the prlces of farm products were .
tumbllng and finding low levels, the large scale cooperatives
came to the center of the stage. Huge farmers' pools were seen by
some ag the agencies that.could stabilize farm prices. Cooperative
promoters stumped the country from coast to coast with the message
that thru large scale organizations farmers could compel consumers
to pay prices satisfactory to the farmers. It was a period of un-
settled agriculture, men lost lifetime savings almost evernight;
thinking was impassioned and muddy. Some false doctrines of
cooperative marketing were preached and believed.

Cannot Control Production and Fix High Prices

It was said that cooperatives could gain control of produc-
":bion and could arbitrarily boost prices to figures considered
satlsfactory by the members. Organization committees set out to
sign up half or two-thirds of the crop of a state on-legally
binding marketing contracts, and perhaps a quarter or half the
crop was fixed as a minimum required before the organlzatlon would
start functioning.

The Burley Tobacco Growers, once the largest cooperative
in the country, with 109,000 members in Kentucky and surrounding
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states, .1llustfates the 1mposs1b111ty of controlling prices. This
orgamnization in-its first year had 85% df the burley crop, and the
directors boosted the price from 10¢ -or less up to 30¢ or more a
pound. Oigarette manufacturers, after buying up the outside 15@

of the crop, had to purchase the rest of their supplies from the~
cooperative—-but they bought- nOAmore tHan - they had to, and 1l=ft

the association with .a.cdr¥yover, Wlth such ‘a. favorable prlce
level, members and non-members planted every possible acre in burley
the next season. Farmers who had not tneretofore grown burley
started in tne business. AR _ ,

Desplte the 1noreased productlon, the ass001at10n stlll held
the upper hand. Manufacturers again bought their supplies at high
prices--first from non-members, and then piecing out their needs by
purchases from the cooperative. Again a carryover of tobacco by
the cooperative. Agailn 1ncreased productlon, stlmulated by
oontlnuedA 1gh pr1ces. o L i

In +b1s vicious 01rcle developments oont1nued several
years——production increasing beyond consumption, the. -non-member
getting immediate benéefit of the nlsh prices, the ass001at10n‘s ‘CTOp
carryover increasing ‘each year and’ thus delaying payments to members
until settlements were a year or two years——and even three years—-
late. This condition resulted in dissatisfied members amnd contract
breaking+ - The: Ass001at10n‘s sroportlonrof the crop fell.from 85% -
to about -35% in five yesrs, and at the expirition -of the five-year:
contract members and management gave up in discouragement. The
directors are now engaged in liquidating the enormous stocks of
tobacco and administering the millions of dollars worth of ware-
houses in an effort to save as much as possible of the wreckage.

A similar experience ceuld be related of the raisin
1ndustry~—l1x1ng of arbltrarlly high prices, followed by over-produc-
tion and by loWw prices,. dlssatxsfactlon, collapse and reorganization.
Many other farm industries might also be cited in support of the
statement tnat eooperatlves oannot oontrol productlon and prlnes

Now, let us turn +0 - the other s1de of the prlce story Whet
can cooperatlvesdo about pricdes?  There is no doubt’ but that well
managed cooperatives can influénce prices.. Here are.a few of the
ways in wa1ch they can favorably 1nflueﬂoe DIlCeS' A :

. By~ ellmlnatlng unnéeessary and dupllcated handllng, such as
ig common all .thru. the marketlng system‘ e . _

By ellmlnatln a surplusage of. men doing. the same job, such:
as many cotton buyers in a ‘town where a 81ngle man can handle
all; . o

_ By better gradlng and standardlzlng aceordlng to - market
preferences; . , _

By;oollectively‘bafgéihing*foi7better“rates and terms of
processing,; storing, transporting, insuring, etc.;
By Judlclous allocation among the markets, thus preventlng

market zluts, minimizing diversions, cutting down excessive ter-
minal charges, reducing dishonest brozerage, etc;
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By holding at home products for which there is no market,
saving the freight on unsold cars of perishables;

By stimulating consumptlon in existing markets, and by
opening up new markets.

Cannot "Eliminate the Middleman"

It was made apparent in Chapter V that certain marketing
functions must be performed by someone, and whoever performs those
services is a middleman. A cooperative that supplants certain
middlemen and performs marketing services is a middleman itself,

in a sense of the term. Moreover, it is inconceivable that cooper-

ative marketing associations will ever own the railrcads, the
banks, thne retail stores, and all of the other agencies rendering.
services as middlemen; consequently, we are always going to have-
middlemen. It is also apparent that there will be marketing costs
of considerable amounts as long as marketlng services must be
performed. A .

The talk about "ellmlnatlng the middleman" has only served

to prejudice some farmers and to antagonize many business men
who would otherwise be friendly and sympathetic toward the
cooperative movement. At the same time it is evident that there
are some unnecessary middlemen and some wastes and inefficiencies
in the marketing system. Wherever these conditions ‘exist, group
%gtlon or cooperation can certainly eliminate them or minimize

en : :

Cannot Guarantee "Cost of Proddction"~

In 1920 it was also commonly said thet by organizing
cooperatives farmers could insure themselves getting "cost of
production plus‘a profit" year after year. A moment's thought
shows the impossibility. ' True, farmers stand a better chance for
getting cost of production as a result of efficient cooperatives,
but prices do not depend upon cost of production any year in any-
oommodlty, in fact, it is common for high cost crops to sell for
low prices and vice versa. Prices depend upon the available
supplies and upon the rate of consumption; production cost has 7o
effect upon the season's prices.. When the consumer hesitates .
between buying a five cent apple and a ten cent orange he cares
not a waoop what the two fruits may have cost the respective
producers.

Prices that mean profit to inefficient producers result in
increased acreage and overproduction and eventually losses to
efficient farmers. On the other hand prices that are less than
the inefficient man's cost do not drive the inefficient off the
farm; they remain, continue to produce, and lewer their standards
of 11v11g accordingly. Even if cooperative marketing could
"guarantee cost of production," whose cost should it be--the
slothful or the prudent? So—-called "average" costs of production
vary as Breatly as prices themselves,
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Cannot Oon31stent1y "Beat the kgn-Member“

Another’ coonn mls~statement ‘is ‘the one thct a farmer will
get more money by joining a cooperatlve than by staying outside.
Perhaps e will, and perhaps he won't:- Oooperatlves cannot pay
their members more than occasional sales by outsgiders. :This'is
best illustr:ted by the follow1ng chart:

1026-27 WHEAT PRIGES 'BASIS FT. WILLTAM ~

$1.50!

1.C _1dlax“j' 3at

8] bl e N o]
.$-”59' - i' ”J//é~ﬂEigh%ed Avera%e‘all Produders

Sept Oct Nov Dec Jan Feb Mar Apr May June July'Aug

The solid line represents the cnanges in Wheat prloes at Ft
William, Canada, during a year's time. The dash line is the sea-
. sonal pool. priceg of the Canadian Wheat Pool, basis Ft. Williams It

ig apparent that some outslders ‘801ld above the pool price,--a
number, estlﬂated €0 be one ‘farmer in five that year, for four out
of five so0ld durlng the ‘autumm and ‘winter "dip." To beat every
outsider, "the Ganadlan Wheat Pool would have to sell every bushel
en the one nigh prlce peak of the year——an obv1ous 1mp0381b111ty.

. On the otner hand if average prices to members and non-
members are compared (the dash line and the dotted line of the
chart) it is seen that the ‘membe¥ was the ‘gainer. Large scale
oooperatlves, efflclently operated, should be able consistently to
yield better prices than a large majority of non-members, but not
more than an occasional out31der Wlll get on an occasional high
market

'Oannot Qperété'Withduﬁ“Troubles

_ Every bus1neSS, school, cnurch, society, or famlly has its
problems and troubles that require constant attention. Yet, by
some weird twist of human nature, many farmers seem to expeot
cooperatives to miraculously’ operate ‘without trouble, and many
farmers after establishing a marketing association go sublimely
about their personal affairs and let their association run itself,
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All cooperatives will have troubles. They may be compared
to automobiles-—continually requiring water, air, oil, and
gasoline, OCooperatives can operate most successfully when the
members make it their business to understand the purposes, mecthods,
problems and possibilities,

Suggested Problems

1. Exemine the original "sign-up lzterature“ of some large .
srganization founded about 1830, and then telk tg one of itse A
directors or read its preésent literature to see what changes have
come about in the attitude of its 1eaders. "

3. In this chapter a few of the false doctrines of eight or
nine years ago have been shown. What were some of the othersy

3. To what' extent is the unfriendliness or dlslnterestedﬁess
of business men in your community due to 1920 notlons of
cooperaulve marketlng?

CHAPTER VIII
STARTING A COOPERATIVE ASSOCIATION

It has been a common error for farmers to go into coopera-
tive marketlng without understanding what it is possible for .them
to accomplish, nor whether conditions favor success. The: correct.
way to gain success thru cooperative marketing is not to jump into
it but to. grow into it. Startlng a cooperatlve a38001at10n wisely
means five distinct. steps.

. Investigation
. Formulation

. Education

. Organization
. Operation

(O TGN AV ol

Investigation

The first step is to make a thoro survey of the community
cr the area that might be served by an association in order fo
determine whether cooperative marketing will bring benefits .
sufficient to justify organization. ' 8pecifically, what things can
a cooperative accomplish? Can it save any of the costs of market-
ing? Are brokerage charges higher than necessary? Is the margin
between country prices and terminal prices too high? Can an
association give farmers better service? More prompt handling?
A steadier outlet? Can it bring premiums for higher grade
products? Are farmers now receiving ‘such premiums? Can it get
better prices for the products? ‘ ‘ ‘

These are some of the questions which must be answered by
a thoro investigatiom of the conditions in the community or in the
production area. A great deal of data must be obtained to answer.
satisfactorily. The outlet markets must be studied. Thru what
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hands does the prodﬁét go7 Where is 1+»soli? What quallty and
whax varieties of the product doee the market preferv

Hav1ng determlned what cooperatlon can accomplish, the next
problem is to learn whether an associatiocn can be economically
operated. This involves an investigation into the quantity of the
product produced in the area, and what the bourdaries are of the
area that can be served economically and conveniently. It involves
an ana1y81s nf oterhead expenses —- what buildings or equipment
era necessary, what salaries and labor bills wculd have to be pald,
what expenses for postage, stationery, telegrams, commissions,etcC.

'Finally, the investigation would include a study of -the
"hudan equation." "Would farmers support the organization? Would
any influential business men oppose it and how serious would their
opposition be? Are the farmers generally cooperative-minded? Do
they work together well in other organizations in the locality, or
is there a great deal of strife and distrust? - Do they believe
in the basic principles of cooperative marketing and would they
give the organization a fair trialsz.

Formulation

When the 1nvest1gatlon is complete we are ready to formulate
our plans in detail. - First, what kind of organization is best
adaptéd  to the needs of the area? Will a local association ac-
complish the purpose, -or must the area be served by a federation
of locals or by a regional centralized type of organization? Plans
must be thought thru-to cover every phase.of the business set-up--
physical facilities, if any are essential to successful operation,
bearing in wind that overhead expenses mount rapidly when paying
for interest, taxes and depreciation on plants and equipment.

Plans must also be prepared to cover the questions that
might be asked regarding the relations between the association and
its members. How will the board of directors be .electedy If
a manager must be employed, there should be sone .understanding in
advance of what his duties will be and of the.distinction between
his duties and his directorate's duties. Is it best that the
members begln by signing contracts for the delivery of their
product, or 1s the contract not necessary? Shall the organization
incorporate in the beginning on a comprehensive basis, ‘or shall
the community merely experiment the first season or two in an
informal manner without making any 1nvestments or 1ncurr1ng eny
rigks that necessitate incorporations?

Plans should also be prepared to cover financing. How will
the product be financed until returns are ready? Often crates or
boxes must be purchased, or labels printed, or deposits made to
guarantee charges on refrigerator cars; various -expenses are
usually incurred before the money starts coming in. Then, after
plans have been made for payment of preliminary expenses,there
still remains the problem of determining how the expenses will be
pro-rated among the mernbers.

Education

There are reasons for believing that the third step, educa-
tion of the prospective members and community business men, is
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most important. A thoro understanding on the part of all members
of all the facts brought out in tie investigation and formulation
periods is absolutely essential to successful operation. A member
who understands will be a loyal and fair-minded member. A member
who does not understand is a liablllty and may disrupt the organ-
ization after. i% starts

A certain number of meetings and a certaln amount of %across
the fence" discussion must be stimulated -~ all that the farmers
may be well informed and may properly understand.

Organigation

The fourth step in organlzatlon, usually accompllshed by
calling a local meeting at which an organizatisn committee is
app01nted to draft articles of incorporation, by-laws and markst—
ing contracts——or such of these as are necessary. 4 comnon
method.is t0 combine the marketing contract with an organization
agreement, and starting of operations is contingent upon the
signing up of the minimum volume necessary for economical opera-
tion. . Assistance in the preparation of these organizing papers
can be tad from the State Bureau of Markets, Denver.

The tagk of the organization committee next is to secure
membership. . The production area may be divided into distrigts
and sub-comnittees gppointed to vieit each producer to obtain his
pledge for membershlp or his signature to the marketing contract

When sollcltation has been completed the organlzatlon
committee should call a mass meeting of all signers. At this
meeting directors are elected and the oréanlzatlon committeels
duties are ended.

Operation

How well the new cooperative operates is dependent upon
how thoroly the first four %tasks have been done. Only after care-
ful investigation of conditions, formulation of plans, education
of farmers, and organization of the capstone, the assocciation,
can we hope to start cooperatives smoothly. Sometimes conditions
demand quick action, and perhaps comparatively secret action,; but
in all cases these four preliminary steps must precede.

Suggested Problems

1. Select some product grown in your community and make the
analysis suggested by this chapter in order to determine whether
all the requlrements for successful cooperative marketing can be
met

Se Analyze a cooperative that has failed in your community
in order to determine whether an advance investigation of the
conditions would have shown the cooperative effort to have been
unwarraanted,

3. Outline in detail all the steps to be taken in an educa-
tiocnal camoalgn in your community, looking toward organlzatlon of
a cooperative.
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CHAPTER IX
THE LEGAL BASIS OF COOPERATIVE LAR{ETING

Although cooperatlve associztions ante—date all cooperatlve
laws, present day extensive cooperative marketing would be
impossible W1thout various State and Federal énactments. Four
Federal laws have .played 1mportant roles in the development of.
caoperative marketing. -

Sherman Anti-Trust Law, 1890

In 1890, before cooperatives had become of’ Nreat conse-
quence Co“gress passed the Sherman Anti-Trust. Law, designed to
_prevent large corporations from exerting monopolistic .influences
in restra11t of trade and contrary to public interests.  No. one
gave serious con81deratlon to the poss1b111ty of avrlcultural
associations growing in. suoh a manner as to fall uﬂder the-
prov1s1ons of .the act : - o

Nevertheless, a88001at10ns did gTow, and farmers became

ensnared in the mesh of the letter of the anti-trust laws.
Chicago milk distributors,; faced with's farmers. assoclatlon'_
demandlnv fair prices for milk, proceeded to bring the cooperative
to the attention of: the Federal Department: ‘of "Justice. These .
da1rymen, oy- organlzlng a large cooperative, had violated the
*anti-trust statutes, and the courts could find no courseropen
except 4o jail the gooperative!s:officers and impose fines. In
Ohio and’ other parts of- the country, ‘other dealers were also:
learning to utilize the Sherman Anti-Trust Ldw as a means of:
prosecuting and persecutlng the cooperatives.

Clayton Amenduent, 1914

This condition of: affalrs Teached the halls of Congress,'f
vand was. reﬂedled by a hastlly enacteo orov1s1on, as follows‘

"The labor of a human belng is not a comnodity oT artlcle
of comierce. Nothlng contained in the anti-trust laws shall
be construed to forbid the existence and” operatlon of labor, .
agriculture, or horticultural organizations, instituted for
the purposes of mutual help, and not having oapltal stock or
members of such organizations from lawfully carrying out the
legltlnate objects thereof; nor shall such organizations, or. .
the members thereof, be: held or construed to Dbe illegal ' }
combinations or consplracies in réstraint of trade, under tne
anti-trust laws." (Act October 15, 1914, c. 333, sec. 5,

38 stat. 731.)

In otner words, farm organlzatlone without capltal stock
were exempted from-the odious provisions of the anti-trust laws.
A vital policy of government was thus establisghed--cooperatives
were not to de dealt with in the same way as private corporations.
Observe, nowever, that only" non-stock associations .were exempted
some cooperatives, altho clearly non-profit organizations, =
operated with capital stock.
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Capper-Vnlstead Act, 19233

?«The=Magna Charta of cooperative marketing is the Capper-
Volstead Act, for it protects and encourages the movement by
three basic previsions: .

- 1. Speciflcally authorizes cooperative ass001at10ns and
vguarantees certain rights;

2. Prevents usurpatlon of -rights by reserving the act for
bona-fide cooperative associations of farmers;

3, Places preliminary legal jurisdiction over cooperatives
in the hands of.a sympathetlc agency of zovernment——tne Depart-
ment of Agrlculture.

Because the act is fundamental cooperatlve members should
- understand its provisions, the essentlal ones of which follow:

"Sec. 1. ' That persons engaged in the oroductlon of agri-
cultural products as farmers, planters, ranchmen, dairymen, nut
“or fruit growers may act together in’'associations, corporate or
~ otherwise, with or without capital stock, in collectively
" processing, preparing for market, handllng, and marketing in
interstate and foreign commerce, ~guch. products of persons S0
engaged. Such associations may have marketing agencies in
common; and such associations and their members may make the
necessary contracts and agreements to effect such purposes;

: "Prov1ded, however, that such gssociations are operated
for the mutual benefit of the members thereof, as such producers,
and conform to one or both of the following requlrements.

"Flrst  That no member of the association is allowed
more than one vote because of the amount of stock or membership
capital he may own therein, or

© - "Second. That the assoclatlon does not pay dividends on
stock or membership capital 1n excegs of 8% per annum;

"And in any case to the fcllow1ng

"Third. That the association shall not deal in the
products of non-members to an amount Breater in value than such as
are handled by it for members:" :

‘"Sec. 3. . That if the Secretary of Agriculture shall have
Teason to believe that any such assoclatlon monopolizes or
restrains trade in interstate or foreign commerce to such an
extent that the price of any agricultural product is unduly
- enhanced by reason thereof he shall serve upon such association
a’ complalnt ....... ,..,a.,,,: . :

Cooperative Acts of 13936

The final Federal enactments, péssed in 1926, had three
effects:
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1. They established the Division of Oooperative Marketing
in %hé U. 8. Department of Agriculture and charged it with the
duty of conauct1n5 .research’ studles, of counselllng with
cooperative groups, or-carrying 6n educatlonal work, etc.

3. They cleared up an uncertainty regardlng the rights of
cooperatives to exchange informetion for-all 1awful purposes.

3. They exempted cooperatlves from the payment of 1ncome
taxess L

State Coopefatlve Acts N

Substantlally unlform eooperatlve 1aws “have been enacted
“in forty two states. These state acts are in harmony with the
Capper-Volstead Act, and provide for the incorporation of
cooperatives, name their rights, provide for the methods of
doing business, authorize membership contracts and pooling, and
otherwise show what farm ass001atlons may 1awfu11y do.

Stace cooperatlve acts nave been tested for constltutlonal—
ity a number of. times, but have come out of the courts unscathed
in eachucase;.‘A'deciSion'recentlyshandedldown by'the United
States Supreme. Court placed the ‘stamp of approval of the highest
court 1n the land upon the standard oooperatlve acts,

Suggested Problems

1. From the standp01nt of general publlc Welfare, what
is a gustlflcation for exemptlng cooperatlves from anti- trust
laws? : ‘

Z'HWhéf weuid be'the consedﬁence; of abuse by farmers of
the special rights: and 1mmun1ties granted them by the
Capper-Volstead. Act? ' v

3« What is required under your state cooperatlve law
before a group. of farmers can incorporate a marketing
associatbtion?

‘ SUMMARY OF THE AGRIGULTURAL MARKETING
ACT .

The purposes.of the new Agricultural Marketing Act are
to promote the effective merchandising of agrlcultural
products in interstate and foreign commerce, ‘and to place
agriculture on an economic’ equality with other industries.
The act provides for a revolving fund of $500,000,000 to
create machinery that will minimize speculatlon, prevent
waste in marketing, encourage the organlzatlon of producers
and aid in preventing surpluses. : :
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The board is authorized to designate advisory commodity
committees that will make representations to and cooperate
with the bozrd in advising producers as to the benefits of the
act., Loans are to be made to cooperative associations in order
to assist them in the conduct of their business. Stabilization
corporctions, composed of producer organizations, and clearing.
houge associations cnmposed of cnoperatives and independent
. dealers are provided for in order ts market agrlcultural
~products in a more orderly manner. Price insurance is
. authorized, at the discretion of the board, for the cooperatives
handling certaln staple commodities,

The balance of the act provides for the formation of the
. Yoard and '‘gives their duties, powers, salaries, etc., defines

;{ cooperative associations and sets forth the penalties for the

- -needs in onelTe

violation of the act,

* - QCompiled by D. N. Donaldson,
. Associate Professor of Economics,
- Colorado Agricultural College

T

. CHAPT::.R X
| THE: BUSINESS STRUCTURE OF COOPERATIVES

. Gomﬂeroe and 1ndustry developed the corporation as their
- most efficient. ‘instrument for carrying on large scale business,
When farmersjsﬁarted large scale marketing operations, however,
they found;“he‘ordinany form of corporatlon unsuited to their

o profits are distributed acecording to oollars of investment.
- - Agriculture therefore -developed a speclal form of corporatlon in

- -which the unit of product handled is the basis and in which

'»-proflts are distributed aocordlqg to patronage.

v

“? i Except for this important dlfference the structure of the

A'¥cooperat1ve is not materially different from the corporatlon.

-~ In.fact, cooperatives are corporations.;



Incnrporation of Cooperatives ..

~->State laws provide for 1ncorporatlon of cooperatives, ana
altho not comoulsory'every cooperative that handles any ‘
appreciable amount of business should be incorporated.: This h&S‘
several advantages, the most important of which &re the following:

1 In an incorporated, cooperatlve the members aTe not
1nd1v1du_lly lisble for the debts of the organization. If an
incorporated cooperative falls, members lost only their: equities
in capital stock, reserves, etc. On the other kand, if an unin-
oorporateq cooperative fails each member 1nd1v1dually is liable
for all the debts. B : S .

~§2 ‘An 1nuorporated cooperatlve also has a. deflnlte legal
status, enabling it to own or lease properly in.its own name, to
sue in the courts, and to exercise other rights that the law
accords to persons. : -~

RS oomnlete set—-up Wlll included’ (1) Articles of incorpora-
tion filed with the Secretary of State; (2) By-laws, setting
forth the manner of conducting the bu31nese (3) Marketing con-
tract, rezgulating the relations between the member and the
assoclation.

Forms of Cooperatives

~—>Cooperatives may be either stock or non-stock in form. As
a general rule, but not true in all cases, a group of farmers
will find the non-stock form the more convenient and simple when
only a swmall investment by each member .is necessary, while the
capital stock form is usually more convenient when large amounts
of money rust be invested in equlpment

STRUCTURE OF A COTTON COOPFRATIV” .

1 ” - Mﬂmbers
N | , , _
[ Board of Directors ]
| Executive Committee - . |

| General Manager ].

— Sales Dep'f. | - o - rSales'Corp.‘ B iF*L;,"_
| {Field Ssrvice - o Gin. Oorp. —
- . , Productlon

Traffic Dep'st. . ' Credit .Corporatien

— Accounting Dep't. | | Supplies Corporation—
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%Under the laws of most states a cooperative with capital
stock: , : ' :

~1l. Must vote by persons, one man - one vote, regardless of
stock ownership; : .

—2, Must limit the amount of interest paid on capital stock
to six or eight percent; -

;. 3, Must pay qut profits or surpluses in proportion to each
member's patronage, regardless of the amount of stock owned.

CALIFORNIA FRUIT GROWERS EXCHANGE —- A FEDERATION‘

[ ___Members (about 11,000) i
_ { ]
[ Local Associations (about 200) |
| Distriet Associations (22) | Fruit Growers Supply
Company
California Pruit Growers - - L] Orange By-Products
Exchange o Corporation .
Lemon By¥Products
_”“ Corporation

\5Cooperatives may also be classified in the following way:

1. Local cooperatives, which concern themselves with
assembling, grading, packing, and shipping the product.from a
certain community; :

d. Centralized cooperatives, which perform one or more of
the functions of marketing over a wide territory like a state or
a region, directing all the business affairs from a centralized
office; .

3. Federated cooperatives, federation of local or
centralized associations that handle various things such as sales,
traffic matters, publicity, etc., for. all the associations in the
federation. | |

4. Terminal sales agencies, organizations ebtablished in
terminal warkets for selling purposes, the members of the agency
being the cooperative associations which ship to it.

5. Bargaining associations like the Colorado Beet Growers
Marketing Association, or many fluid milk associations, which
do-not handle the actual commodity, but bargain with buyers for
favorable prices for the members.

Financing Cooperative Associations

A sound cooperative should experience little difficulty
in financing itself because, altho its needs for money may be
many, it has a variety of sources of finance open to its use., The
following chart presents a brief summary of the financing
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operations: . .

> WHAT OYEY IS FUNDS WHERE THE FUNDS

USED.FOR . .. . AVAILABLE . . ..,.. OOME FROM
Expenses of ..| Permanentg, or. | |Membership fees
organizing . fixed capltalJ_,.'Sale of atock
| | Certificates of
Operating .. .. . ,“.,Worklng caoltal {.) ... indebtedness
expenses - . L. p. S I RN T
C N k(;'Reserves ' |#A Comiuercial Banks
Advances to menbers [ ... .- » oo--- oo L Federal Intermediate
at time of S T C Credlt Bank
de]_lvely . e L
Phyc1oal S T -‘_,n-.,,Warehouse:receipts
facilities 1. .| Loel 0 .01 Bills of lading

Suggested onblems o ;

l DIaW as many comparlsons as- posq1ble between the
struCtures ‘of .cooperatives and éorporations--both as to
dlfferences and 31m11ar1t1es

- Cnart the etructure of a cooperative in your community
__eo as to. show its manner, of vovernment aqd 1ts varlous business
activities.t ¢

‘ -‘t 3. Tist'a number of the aavantaves and. dleadvantawes of a
‘centralized cooperative as compared w1th a federated cooperatlve
that might operate in the same territory.

. GHAPTER X
POOLING
Everv oooperatlve assooiatlon poole eather its expenses or

1ts'seotlements ‘Accaording to. the dlotlonarles pooling means
"outting together for mutual interests."

Expense Pools

In some cooperatlves, farmers put thelr products together
solely for the purpose of saving some specific expense. The older
forms of livestock shipping associations, and many of the present
ones, are of. tnls sort.. A group of farmers each of whom nad only
a few steers. for market would save the- 1ooa1 buyer's margin or
save rail rates thru carlot’ rather than part car shipments. They
would mark their animals or would partition them separately in
the car. PFor all purposes except_economy of transportation
charges, each man's stock was an independent shipment handled
separately at the terminal and acoounted for. separately to the
farmer. S T - ' ;
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The cooperative grain elevator is another illustration of
the expense pool, for all local costs of handling are lumped or
pooled and the same charge per bushel is assessed back against
each patron,

However, various difficulties manifested themselves in
expense pooling. Perhaps one animal was slightly bruised in the
local or terminal yards or in transit and the shrinkage or dockage
was all one man's loss, altho it was due to no.carelessness of
“his own. Perhaps two cars.of stock were shlpped‘to two different
markets the seme day and landed when the market prices were not
in line with each other. Should the men whose stock went in the
low market car be penalized by receiving lower prices than those
interested in the other car? -

Settlement Pools

Under a settlement pool each participating mewber receives
the same net price per pound or bushel or crate for the same
grade and quelity. The product is groded and weighed and sold
without regard to who owned each unit; the total expenses are
deducted from the total income, and the balanoe is pro-rated to
those in the pool.

Pools may be established for varying lengths of time. The
contents of a single car may be pooled, as is commonly the case
with livestock shipping associations. The pool may be for a one-
day period, each day a separate pool, as is the case with some
strawberry cooperatives. The one week pool is illustrated by a
number of potato associations; two-weeks pool by some egg
co—-ops; one month pool by certain staple products groups; deal
pool by some fruit organizations; the yearly pool by most of tae
wheat or cotton cooperatives.

Advantages of Pooling

0f the many reasons for pooling settlements, the following
are probably the most important:

l. Handling costs are reduced because the products ean then
be handled in bulk Wlthout each man's product belna Zzept
pegregated,

2. Risks of loss in transit, rejections, efc., are reduced
because they are spread out among all the patrons in the pool, and
no individual nmember suffers the whole loss on a risk where he
was not at fault.

3. Variations in selling prices of various lots that may
be of identical grade and quality, due to selling on different
markets, or due to selling to different buyers on the same
market, or due to selling at different times—-such variations can

" "be equalized to all members in each pooling period.

4, Accounting is made simpler and less expensive than it
would be if each sale had to be accounted back to the member who
deliverec thet particular bushel or bale.
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. 5. The cooperative is permitted more flex1b111ty in its
maxletinu'ooeratlons

Optional Settlement Pools -

Until a year or two ago cotton.and wheat cooperatlves all
operated exclusively as ‘seasonal pools, necessitating long-
Aelayed payments to members which sometimes proved a hardshlp 0
the ferme and a handicap in gaining new members. ‘Changes were
therefore made by tThe members and nanagements of most of the
assuciations to permit each member to choose his oWn settlement——
either the seasonal ‘pool or a short tlme pool.  Thus a member

‘may designate the day,. and on that day his basic price is
fixed by a hedge in the future market, and he receives hig"
settlement at once altho the actual cotton or'wheat delivered may
.not be sold until some time later.

Suggested Ptoblems

1. What other reasons for poollnv be31des the five pre-
sented 1n this chapter can you name? '

2. How doee hedglng safeguard a COuton or wheat a88001at10n
from price decline after it has paid a member for his cotton
and before the cotton has been soldL

3 Olas31fy all the cooperatives in your community or
state according to Whether they practlce expense pooling or
settlenent poollnp. _

CHAPTER XIT o
MEMBERS' MARKETING GONTRAGTS o

The growth of the cooperative marketing movement was elow
“in the Unlted States until membershlp contracts came 1nto
general use.

Reasone for Hav1ng Goqtracts

Amonz the many reasons why the use of marketlng contracts
has contrlouted to a more rapid development of oooperatlve
marketing ‘are the follOW1qg

1. The written contract sets forth all the essentlal'
facts regarding the conduct of the business and particularly
the relations between the association and the members.

2« The faot that the contract stands in wrltlng and is
s1gned av01ds ﬁumerous mlsunderstandlnps

3. The fact that a contract is legally binding upon each
member to deliver his product to the cooperative, insures a
certain volume of bu31ness, and thus minimized the danger of the
volume failing off to such an extent as %0 seriously increase
overhead costs. :



~30-

4, A marketing contract with members cevering a term of
ymars is reasnmakle ansurance of stability, and the nrganlaation
in therefore better able to. obtaln finances, maintain suitable
offices, etc.

5. The term ceantract means better selling because the con-
sumers—cottan mills; for instance-—are not usually willing to .
diarupt trade ceontracts of many years standing merely for the sake
nf a single purchase or one secasan'®m husiness with an erganization
whisch may be sut of business within the year.

6. The contract protects physical properties such as .
warehouses, shipping platforms, and the proce831ng plants
because it provides definitely for the ownersnlp and title of
such properties.

. 7. The contract, even tho it contains a withdrawal clause
'is a protection and deterrent against a vascillating membership—-—
tends to hold in the weak-kneed member WhO might otherwise be
only a "fair-weather" member,

Development of the Contract

Contrary to a common belief, cooperative contracts are not
a sudden invention, but came to their present forms as the
result of long development and orderly evolution. The earliest
cooperatives were merely the informal oral agreements among the
farmers of a community to ship or to sell as a group. The early
"egg day" or "stock shipping day! are examples. When such
groups met, elected officers, and adopted by-laws they were taking
the first step toward the contract, for the by-laws reduced
their mutual understandings t6 writing. '

The "maintenance clause" was another step in the develop-
ment toward present contracts. In substance, the maintenance
clause was a section of the by-laws which said: "You are a
member but if you don't care to sell cooperatively with the rest
of us on a particular shipment, that is all right as long as you
pay the association a certain assessment on what you sell
outside, thereby insuring the association of continuing to serve.™
This clause was highly satlsfactory in theory.

Another development was the "exclusive dealing" clause
under which members were to sell exclusively thru their organiza-—
tion. Both the maintenance and exclusive dealing clauses lacked

" means of satisfactory enforcement as long as they were merely
parts of the by-laws; the law courts could not be invoked to
compel the members to carry out the obligations. The most the
cooperative could do in many cases was to expel the member.

Pregent day cooperative contracts are instruments drawn in
accordance with Federal and State laws, usually including clauses
compelling the member to deliver his eantire crop of a given
commodity, making the association his exclusive sales outlet for
a long pcriod of time-—often ten or twelve years. The contracts
may contain provisions for payment of liguiduted damages 1n case
of violation by the member and may also grant tha cooperative
the right to an injunction from a court specifically requiring
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delivery. In other words the. contraots ‘may be 1ron—clad and
gtrictly -enforceable. o T

Two forms are common: (1) Agency contracts, which make-
the cooperative the members' agent for selling purposes; and
(2) Bale-and-resale contracts by which the ownership of the
commodity actually passes to the association and settled for
on the basis of the re~sale price. The second form is becoming
-mare and sore the- preferred fbrm 1n the”’ Oplnlons of many
cnoperative attorneys. -

Recent DeveJopments in Contracts

Four 1mportant ohanges have been made in the content of
cooperative contracts during the past few years:

1. Some contracts have .extended to members the right of
choosing from among various plans of settlement. In cotton and
wheat cooperatives, for instance, the member may select the
seasonal pool option or he may choose in advance, to take a
settlement based on the market price of a particular day.

3. liany cooperatives have added a withdrawal clause to
their contracts. Members may withdraw ahd cancel their marketing
agreements by giving notice in writing at stated periods—-during
a certain month every year or every other year, or a given number
of days in advance of: the marketing season.-

3. ‘Soimme cooperatives have also added a clause to the
contract granting the board of directors the right to expel aany
undesirable member. -Both the expulsion clause and the with-
drawal clause provide means of purging the membership rolls of
names of nembers who are not fully satisfied or whose presence
is more of a liability than an asset; the tendency therefore
seems to be toward more Aarmonlous operatlon and more efficient
.business.

4. Another change has been the "stagger" provision. It was
formerly the case that the contracts of all members expired at
the same time, necessitating-an extensive re-organization effort
with its costliness, uncertainty .and rush.  Newer provisions,
however, provide that each contract runs for a certain number of
years from date of signing; thus, there is no one season when
all nor even the magorlty of oontraots explre.

Suggested Problems

1. Name addltlonal beneflts derlved from the use of members'
marketing contracts.

2. Examine an agency contract and a sale-and-re-sale con-
tract to-determine the advantages of each.

3. Contrast the alvantages of the WlthdraWal clause with
its dlsaavantages.v.
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OHAPTER XITI
THE OBLIGATIONS OF MEMBERSHIP

411 the obligations of the members to their cooperative
ansociation may be summarized under three headings:
-1, To .inferm themselves; :
2« To elect cempetent directers;
3. To support loyally.

Understanding Cooperative Marketing

The first duty of a cooperative member is to inform himself
as fully as.possible- regarding the purpose of copperative market-
ing, its limitations, operating methods, and its problems. The
success with which an organization carries on. its business 1is
'Erimarily dependent upon the understanding of its members.
Sooperaticn can advance no faster than ‘the education of -the
members, e e S -

It is therefore a duty of the member to attend the meetings
of his cooperative and to consult ‘with the employees and his
neighbors when the opportunity affords itself; to read and study
messages and reports from his: cooperativel!s officials. The
member who informs himself in these and other ways will think
thru various problems and will bring about improvements. A
prominent industrialist declares that only five percent of the
people really think, while the rest follow along like sheep.

 WHAT FARMERS THINK OF COOPERATIVES
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An experiment conducted by economists at the University of

Minnesota seems to show that the more that farmers know about
cooperatlve marketing the more favorable they are. Several
thousand farmers were interviewed to find how many years they had
been cooperative members and what they thought of cooperative
marketing. The results of the survey will be seen in the chart
above, :

Getting Competent Directsrs ”

The second duty of cooperative members, fully as important
as the first, is to elect the best possible board of directors.
A farmer would avoid-a bank if. he lacked confidence in its
directors; he would not choose: an Ancompetent auctioneer to sell
out hig pure bred dairy cattle. Yet,.when farmers meet to choose
a board of: directors.whose ability may-mean-either profit or
loss on the year's farming,. it-is common to abandon all thought of
competency and to -elect the d;rectors upon_tne basis of personsl
friendship or popularity. How often have men been elected
directors merely because they possessed gllb tongues or could
tell a. story Wlthout stuuterlng : :

The dlreotors of a cooperatlve should be elected by written
vallot after .serious thought. - Men are qualified to serve as
directors only if they can measure up satlsfactorlly in the
follow1ng four resnects Ll : . -

1. Good cnaracter. ‘ A competent director is sincere in his
interest in the welfare of the members and the general public; he
is scrupulously honest and square in'all his dealings, he possesses
courage to stand for what he believes is best and right; he is
patient and open-minded in dealing with other directers; he knows
what team-work means; he belleves in: cooperatlve marketlﬁg.

2. Business ablllty. A competent dlrector has had enough
experience in business to understand :.semething of business
practices and particularly the marketing of the commédity which the
cooperative handles. Such experience a man may gain as director
of a bank, as a merchant, by trading in farm,@roducts, by effi-
ciently handllng the business matters of his own farm, or in other
ways. It is common to find that bus1ness ablllty and glib tongues
do not always come together.. :

3. Good judgment. " A competent director can think clearly.
He can understand facts when presented to him, and can reason
thru the facts to a conslusion. He can listen to another man's
opinions and weigh them disinterestedly without allowing his
personal feelings or prejudices to enter in. His judgment is
usually sound. _ -

4, Leadership. A competent director is a leader in his
community. He is regarded highly and has influence among his
neighbors, - ' '
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Buponrting the Association

The third duty of the member is to give hig cooperative the
benefit of his loyal suppert A member whe cannot support the-
assnciation to which he belongs owes it to himself and t» his
fellow members to get out quickly and quietly and the other
members should interest themselves in putting aut every man who
thinks he cannot give his loyal suppert. The withdrawal and
expulsinn clauses sf the newer- cooporative contraotg are Yery
useful in tlls connectlon. S :

Supporting a cooperative includes 11v1ng up to the by—laws
and - marketing contract, and to other obligations.: It means aid-
ing.and 1morov1ng tne organlzatlon by good words and acts.

Suggested Problems

1. In what ways does a secret wrltten ballot help to obtain
the most competent directors? :

2. Make a survey of seveial largeland successful -cooperatives
to learn how many of their directors have at one time or another
been connected with banks or other business ‘institutions.

3. Of the three duties of members, which one would you say
was most often neglected, and what would you suggest to remedy
the situation.

CHAPTER XIV

THE RESPONSIBILITIES OF DIRECTORS

The duties of the board of directors of a cooperative
associlation may be summarized under the following four headings:

1.  To formulate sound policies;

3. To employ competent management;

3. To see that the policies are well carried out;
4, To help "interpret."

Making Policies

One task of the board of directors is to formulate the
policies which guide the association thru all its activities.
Careful distinction should be drawn between what are broad policies
and what are matters of management detail. A board of directors
is not a board of managers, and is inviting trouble when it
concerns itself too closely with details WﬂlCh it has employed
a manager to handle. .

Shall the wheat be sold quickly as possible? Shall
Jdomestic mills be given preferences over other buyersy Shall a
part of the crop be held overr Bhall sales be hedged?—-These are
matters of policy which only the board of directors should
determine. But shall this particular sale be consummated at a
certain premium, or shall it be held up in the hope of a slightly
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larger premium? Shall this partlcular car of lettuce be shipped
to Néw Orleans or to Blrmlnvham7~~Those are matters of management,
not of policy, and should be subject -to the discretion of the
general manager OT sales‘manager. " Whether or not the office
.force should be increased 'in order to speed up settlements might
be a matter of policy, but whethér a clerk should be hired for
$110.a month or $135 a month is a matter of management.

The only final test fnr the desirability of a certain policy
le:. "Will it mean better serv1ce to the members“"

It is at once apparent that all the v1tal facts regardlng
the status and operation of a c¢ooperative must be at the disposal
of each director, and must be used by them in making policies.

A good director not only serves in directors! meetings, but is
also persistently informing himself regarding all the
cooperative!s problems in order that he may be" quallfled to
make policies,

gpmpetent Management

" & second duty of the board of directors is to employ good
management. More business firmg fail for want of good management
than for any other reason, and cooperatives are not exceptions.
So much depends upon the manager that a board should take every
precaution to assure itself of a capable and suitable manager—-
one who knows the business and believes in his job. A common
mistake made by directors has been to look around among their
own number and select the man who proved the best speaker—-the
man who usually made the motions. It is usually true that the
best manager is a man taken from a successful private business
handling the same product as the cooperative.

A cooperative manager should not be a director. He cannot
serve sctvisfactorily both as his own employer and his own
employee; the two interests conflict in various ways. Moreover,
the manager should not be permitted to deal prlvately in the
same product on the side. In other words, it is perhaps good
business to employ a poultry dealer as-the poultry cooperative
manager, but when he becomes manager he should be required to
quit business as a poultry dealer. It goes without saying that
the manager and every other employee who handles funds should
be bonded.

If the manmger is to be held responsible for carrying out
the policies of the Poard in an efficient manner, he should be
given all the necessary authority.  Responsibility and .
authority cannot be successfully separated; if the board lacks
sufficient confidence in the manager to grant him full authority
in matters of management, he should be relieved and mnother
employed in his place. Authority includes the right to hire
and "fire" his own subordinates, subject to the veto cf the
board, of course. This means that a director should not be an
employee, and it is usually unwise to accept relatives or close
personal friends of directors as employees.
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Carrying Out Policies

~ The third duty of the board is to see that its policies
are carried out——in other words, to sit in "judicial review."
Regular meetings are necessary, certainly at least once a month.
At each of the stated meetings a writtern, detailed report should
be required of the manager, and the report should cover every
phase of the management's activities since the preceding meeting.
The report shéuld be minutely examined by the directors; a copy
_should be put in the hands of each directer as his permanent
property, for *study and discussion, not only in directors!
meetings, but in the calm seclusion of his. own home.

One of the first orders of business in a director's meet-
ing should be the management's report; it should be acted upon,
either by disapproval of certain items, or else by acceptance
ag a whole., Hahitual and promiscuous "pessing the buck" between
directors and management is not possible where detailed written
reports are surmitted and acted upon.

Liaison Bstweeniofficé and Members'

. The fourth duty of a director is to help establish and
maintain goed liaidon between the members and the association
office. It is esseatial that the specialized, technical employees
understand the wishes and point 6f view of those for whom they
are working; and it is also important that members understand
what to expect of their cffice and the technical men who keep the
business running. The Airectors therefore have a duty to perform
in "interpreting" these folks to each other. Directors are well
gqualified to keep members informed.

It might also be said that good teamwork among the members
of the board is the beginning point for satisfactory membership
morale. A board that knows how to work together can soon teach
all the other persons connected with the cooperative machine to
work together. ‘A disturbing director, however, is like the
croaking frog in a pond--he sounds like a big disturbance. A
good director learns to submerge his own views to the views of

- the majority, and a pclicy once adopted by the clear majority
becomes the policy not only of the majority, but of the whole
.board until the policy is changed,

Legal Obligations of Directors

Every cooperative director should inform himself regarding
his responsibilities in the eyes of the law. For the purpose of
this chapter, it may be said that the courts hold cooperative
directors responsible for "reascnable care and diligence," and
directors are perscnally liable for losses and damages caused by
neglect of duty. Cne court held a directer liable for a loss of
geveral thousand dollars because he had néglected attendance at
board meetings-—-it being proved by the member-plaintiff that the

loss would not have occurred had this certain director been present

regularly. - The law also holds directors personally liable for
such things as false voting of patronage dividends. A contract
for profit given by a cooperative to a director is voidable.
Directors cannot lawfully fix their own salaries.
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Suggested Protlenms

o 1. Dlstlngulsh between the job of the directors and the joo

" of the manager in the folloW1ng matters; sales, salaries, payments
to members, erection of a processing plant, cperation of a
production credit SubSIdlaIy4 : .

‘2. List the qualiflcatlons of a good cboperatlve manager.

R Shouid a cooperatlve dlrsctar conslder hlmself ths
répresentatlve of the dlstrict which- elected hlm?

CHAPTER XV
THE DUTIES OF OOOPTRATIVE NANAGERS

The one and only duty of-the cooperative manager is %0
carry out the policies of the directors in the most efficient
manner possible., . However, the manager’s dutles are perhaps best

~ examined :in. three phases : . :
1. To caxry cut-pollcies;~
- 2. Te make regular.reports;
w3.-To help 1nform members.

Garrv1ng Out POllQleS

The manager is not a policy-maker; his task is to put the
boardts-policies into effective operation:. On the other hand,the
director!s task is to.make policies; directors are not managers.
The board may be compared to the legislative branch of government;
the manager, to the executive branch. Failure to observe the
differences between the duties of the manager .and the director is

- the cause of friction and trouble in many .cooperative associations.
Nevertheless, it would be impossible to=lay=down‘rulss showing
exactly .the point where the board's task ends and the manager's
‘begin on any specific matter; the duties dovetail in such a manner
that it is not possible to draw. a. sharp distinguishing line.

The manager is neither a dictator ‘hor a puppet; but he -
ghould realize that he is an employee of the board, but the board
should yield him all the authority necessary teo admlnlster the

- business, holding- him responsible for results. It should also be
understood that a directecr as an individual holds no authority
whatever over an employce— it 1s only when directors meet as a
~board or act under direct instruetions of the board that they
hold authority beyond that of an individual member of the
association. When the board no longer has sufficient confidence
in the manager to rely upon his administration of affairs.of
management between board meetings, without interference by
individual directors, it is time to discharge the manager and
employ one who can enjoy such confidence,
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The faot that distinotions between policy-meking and
manageuent cannot always be sharply drawn, requires the closest
possible team work between board and manager. There must be a
spirit of zive-and-take between themuaJust as there must be ,a good

~deal of. lee~and—take between directors in their meetings.’ The

"manager‘s counsel. ig needed in making policies, and the views
of the board are needed to execute policies according to the
spirit as well as the letter.

The Manager!'!s Reports

The manager*s primary duty is to carry out the board's
policies, and his second is to show by means of written and oral
reports to the board how he carries them out. At every regular
board meeting the manager should present his written report for

 the currént month or other peraod supplemented by such oral
expianations as may seém sultable ~and submlttlng to such '
questions as the . members of the board may choose to ask. These
reports snould oontaln such 1tems as the follOW1ng o

Recelpts and expendltures,

Assets and llabllltles,;‘
‘Deliveries of members;

Shipments and Yon hand"

Sales and prices;

. 8pecial- departmental reports, -
~Gompla1nts of ‘menbers or customers*‘
Special problems; 4
Recomunendations.

The exact nature of the report and the items which it should
contain will vary with the cooperativels size and kind of
business. The form of the report, simple and easy to prepare as
practicable, can be worked out thru experience and thru con-
sultation between.the manager and the board.

The important point is that there be a- regular written
report available to every ‘director; it is essential in the making
of policies, in testing policies, and in determining how well the
policies are carried out. The written report, moreover, 'is at
least a partlal protection to the board against "covering up"
mistakes. It is also a protection to the manager because it puts
the board "on notive" regarding the complete condition of the
organization.

Informing .embers

A cooperative is a democraoy and therefore subject to the
troubles of democratic governments.  Just as democracies thrive
among educated peoples, so cooperatives depend for success tc a
large measure upon the intelligence and understanding of their
members. Every cooperative organization should therefore include
among its activities a definite program of membership education
based upon giving accurate, sound informaticen regarding all phases
of its operations. Propaganda should be tabco, for instead of
informing it often misinforms, prejudices, and makes clear-—headed
thought impossible. Certain cooperatives are now reaping an
unwelcome but deserved harvest of dissatisfaction and lack of
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confidence because members were high-pressured into joining and
perhaps left in the dark regardlng methoas and problems after
they. had 301ned S _ , } . , :

Whether the educat;onal prowram is. oalled fleld service or
somethlng else, is of no’ conseguence;. .whethar: the.educatlonal
work is done by employees, by.- dlrectors, or’by an..outside or
related agency, .is. not of v1ta1 1mportanoe; But- a COOperathP
which omits information and cooperative educatlon from .its
activities will sooner or later pay and perhaps pay dearly for
the omission, I R -

.: What should.a member-know. about. his- as3001atlon? - The
~question is most. eagily answered by saying. that ‘there is nothlng
" a member shauld: not, “know. about: it--with the possible exception. of

matters of SpGlelQ “seles or.orders- whach would be detrlmental to

the organlzatlon 1f'known to campetltors .0T. enemises. A

: Problems, troubles, mlstakes,'should be qulc ly made under—
stood by iembers;. & cooperatlve that tries. to. hide its mistakés
usually finds that someone else makes the mistakés known in an
exaggerated and exceedingly damaging.form.. . A member 1is usually
willing to forgive blunders pIOVIded he: is. reagonably assured that
the same blunder will not occur aéaln., When the member -is taken
in confidence and made conversant.with cooperatlve problems, he
is not only more easily satisfied, but puts hls energles at work
to help solve the problems. o ST §

The maneger, as exeoutlve offlcer, JS zespon81ble " or
bulletins, letters or publlcatlons thru wnldh the member is kept
informed. Likewise, he is obligated to arrange meetlngs, member—

- ghip. tours,  and. other. means. of fulfllllng hls duty to help Leep
’ mnmbers 1nformed._ﬁ_ﬁ,,;: e _ . :

Suggesfed‘Problemé

for +ne souniness of the polloles adopted by the. board of
.d1reotors7 . S W e e e co

. 3. Enumeratp and explaln.the advaﬁtages of monthly wrltten
reports by oooperatlve managers., - ;';:*-'a?' S :
B 3. Outllne a’ campalgn of aotlon waoh mlght be followed by
a cooperative follow1ng some serious mlstake—~show1ng how the :
association might rectify the mistake onr minimize its effects.

CHAPTVR XVI
\J ESSENTIALo OF SUCGESSFUL GOOPERATION

v Good. rembers, good products, and 5ood,management are the
factors that underlie & successful cooperative. structure. Ask
which of the three’ feotors is most important, and the answer
might be. a comparison with the three-legged stool; if any one of

B
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the legs collapsges the stool falls. Similarly,the 000perafive
structure is no stronger than the weakest of the three factors
7 of the tripod upon which it rests.

An Understanding Membership

Perhaps an intelligent, informed membérship-should be -
named first in the tripod of cooperdtive -succesg bPecause a body
of members possessing superior understanding can usually develoD
products with high consumer demand and can usually insure itself
of efficient management. The need for definite programs of
cooperatlve educatlon and for plans to inform members was shown
in Ghap er XIV _ :

Several reoent developments are nelplng to make better
cooperative members. One is the trend toward local organizations--
not that large associations are. splitting up into smaller ones,
but that they are forming locals;where members may nmeéet to
discuss- their problems. Greater :authority gradually is being
given these groups to attend to local. matters such as paoklag,
shipping, and membership relations.:" . '

Another develepment helping to improve the quality of the
membersiip is the practice:of selecting members, Many associaztions
will not-solicit memberships from any except well recommended
farmers. - Some declare they will not accept-contracts from men
whom -they. think do not have a deep-seated belief in cooperatlon.
Several associetions require the endorsement and approval of-

a membership committee before a farmer may join. The Wlthdrawul
and -expulsion.clauses are an evidence of the selective process;
thru- tnese provisions undesirable members: gradually are weeded
out. Ellmlnatlng the. long term, iron-clad, inflexible prov181ons,
MOTEOVET, . ‘makes cooperation more dependent upon-business
efflclency and puts emphasis -on the spirit of working together--
all of waich encourages the member to participate more completely
in association affairs and to inform himself more fully.

Cotton cooperatives have found that the development of
optional -settlements has had a markzed efféct upon the quallty of
the membership. .The. -fact that the member choosés from among
several forms of settlement stimulates an interest in knowing
more avbout them and how tley apoly to nls partlcular case.

Good Producrs

A second essentlal to sucoessful ooooeratlve marketlng is
high quality products. A sound marketing program starts at the -
farm with the production of the kind of oroduct the consumer
wants——and experience demonstrates 1rrefutably that the consumer
wants a uniform gmality standardized, size standardized, package
standardized--a standardized product thruout which he knows will

- always be the same every time he buys it. The task of the farmer
and the mnarketing association is to meet this demand to the
greatest possible extent. "Organize, standardize, merchandisel!
was & 1920 slogan with just as much meaning today as then.
Cooperatives must have standardized products befcre they can
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merchandlse efflclently, and Somé. méasure. Qf_organrzei actlon is
necessary to bring about sﬁandard1zat10n.;<;._A4_. : :

Efficient Management

Grading and .standardizing not. only insures a produat tne
consumer . demands, but. it afforde a means of Xeeping the low
quality. products, of £ the darket—-which not. only . tends £6 preserve

~good .market condltlons, but algo tends to . Gontrol’ surpluses,,”

egpec¢ially .of périshable fruits and vegetables._ Grading.and
standardizing also’ réduces marketing codts in other ways; it
gaves tie expensé of packing, transportlng, stofing, etc. 5 of .
unsalable products, it enables sending various grades or =
varieties to the markets for which each is best. suited; it saves

. the. lose. ofcuutomersz wnloh oost money fo flnd

Eff1c1ent management requlres 1ntelllvent employees, and
good .employées usually must be pald good salarles. -There have
been oooperatlvee Whlch saved a penny of _salary by empleyinz an
inferior man as manager. ‘only . to lose a dollar on the ineffi-
cient metnods which he practlced. '

Volume ig another very 1mportant factor 1n‘eff101ent
management' large wvolume.reduces -overhead -costs, The federation
of small coeperatlvee into large ones, the establishment of

_subsidiary service oorporatlons, -and ‘other trends toward

centrallzatlon are efforts to. galn ‘the. proflts of large scale
efflclency.g_ : _ . S

The development of research in Gooperative management by

.governmentel agencies.and _by.the cooperatlve associations thenm-

selves has. started .to. return 1ts benefits in the form of more

_efficient operatlng methods. Rule of thumb is. giving way. to

statisticel and 801ent1flc methods of oarrylng on. all the

- functlons of marketlnv R

Suggested Problems

unsalable oars ut termlnal markets?

"ii. Why ig group actlon necessary to brlng about standard—
ization? = Why, cannot. or why do. not looal dealers standardlze .as
fully as oooperatlves? o

3. What are some of the profits in large scale operations?,

.3. To what_extent can strict gradlng save the dumplng of
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-CHAPTER XVII |
THE BENEFITS OF COOPERATIVE WARKETING

Altho no partlcular passage in the precedlng sixteen
- chapters of this bulletin has specifically dealt with the

benefits which may he expected from cooperative marketing,
nearly every chapter has developed some of the advantages

or possibilities. It.only remains to present a very brief
sSUMMary. ‘ - '

First, cooperatlve marketlng means better farmlng It
has been .seen that a stimulus is given to.the production of high
quality products thru selllng and settling on the basis of grade
and quality. It is evident, also, that the cooperative affords
the farmer an intimate market contact whose information may
afford him the opportunity to adjust his methods and crops to
market needs. ~ Generally, it may be said that cooperatives assist
the farmer in developlng better produotlon methods.

Second,. oooperatlve marketlng means better marketlng
This coimes. about both .thru reductions of marketing costs and
thru the’improVement_ofvmarketing»services. Cooperation can
help eliminate wastes in the marketing system, can improve
handling methods, and because of large scale methods can
stimulate consumption and exercise a proper bargaining influence.
Dealers necessarily are in business to make margins; they can
afford to be interested in greater marketing efficiency only to
the extent that it improves their margins. Cooperatives,
however, have the sole motive of gaining a profit for their
members thru better marketing.

Third, cooperative marketing means better living. Success-—
ful cooperative marketing means more money for the farmer and a
higher rural standard of living. But it means better living in
still anotner way; a people who learn to work together for tbelr
mutual interests in one undertaking have learned better how to
work together in other undertakings. Thus, even though cooperative
marketing failed to put a single extra penny in any man's
pocket, it would yet be highly desirable and profitable to the
farmer.

Xy |

What the future holds in store for cooperative marketing
is hard to orophecy. Will it develop until our whole rural
civilization becomes a marvelous integrated cooperative
structure? We can not yet see, but we can know that we are
building agriculture upward. Perhaps we cannot see great gains
in the year nor a great deal in the decade, but certainly we
are building a marketing system and a cooperative spirit for
which we will reap our reward thru our sons and daughters who
choose to remain in agriculture.

P
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THE BUILDER

An »l1d man, going on a 1Qng highway,

Came at evening, cold and gray,

'To a chasm deep and dark and wide

The o0ld man croassed in the twillght dimy
Thig ‘sullen stream held ne fear for hlm.
But he turned when safe on the other side
And built a bridge to span the tide.

"0ld man," -said a fellow. pilgrim near,
"You are.wasting your.time by building here.
- Your journey will end with the ending. day
.You rever again will pass this way.

" Yoéu have crossed this chasm dark and wide.

Why build a bridge at eventider"

The Ttuilder 1lifted his old gray head.

"Geod Friend, in this way I have come," he sald
"Thers fCLlOWch after me today -

A youth whose feet must pass this way.

This chasm Whlch has ‘been as naught to me,

 To that fair- naired youth may a pitfall be

He, t0o0, st cross in the twilight dim. ' o
Gooa frleﬁa, I am bulldlng the brldge for hlm."
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Practlcal Gooperative Mark eting, by 4. w. McYay and C.H.Lane (Wiley)

Prlnciples and Prectlces of Cooperative Marketlng, by Mears and
‘Tobriner, (Glrn) - . .

Tne Legal Svatus of Agrlcultural Onoperatlon, by E.G. Nourse,
(Macmlllaa;

Cooperative Marieting, By Herman Sfeen (Macmlllan)
Gooperatlve Marketing of Agrlcultural Products, by Cornish (Appleton)

BULLLTINS ON GOOPHRALIVE.MARKETING
Farmer® Bulletin 1503 = Oobperétivé LiVestéck Shipping Associations.
Department.Bulletin 1266 - Agricultural OOOperation in Denmark.

Department Bulletin 1237 — Ofganiz ation and Development of Coopera-
' : S tive Citrus. Fru1t Mar¥keting Agency.

Department Bulletin 1414 — Management Problems of Cooperative Asso-
' ~ ciations Marketing Fruits and Vegetables.

Department Bulletln 1308 —~ Development and Present Status of Far-
, : mers! - Cooperative Business Organizations.

Department Bulletln 1106 5=LegaltPﬁasesf6f Cooperative Associations.

Department Clrcular 403 .— Business Bet-up of a Gooperatlve
‘ h ' '~ Association. — .
Department Circular 407 - Membership Relatlons of Cooperatlve
’ T I A88001at10ns‘
Towa Bulletin 211 - Flfty Years of Farmers‘ Elevators in Iowa.

U.S.D.A. Bulletin 860 ~ The Organlzatlon of Cooperative Grain
Elevator Oompanies .

U.S.D.A, Bulletin F.B. 656-The Community Egg Circle.

Minn. Bulletin 2334 ~ Kanagement Problems of Farmers' Elevators.
Minn. Special 114 - - Efficient Operatlon of Local Elevators.'
Minn. Bullétin_zll - Cooperative Central Marketlng Organlza~

: tions.
U.S.D.A, Bulletin 541 ~ Cooperative Organization By-laws.
Ohio Bulletin 375 — Cooperative Livestock Marketing in Ohio.
U.S.D.A. Circular i0 —~ Joint use of a Sales Organization by

Two Cooperative Agsociations.

U.8.D.A. Circular 371 — Patronage Dividends in Cooperative Grain
Companies.
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U.9.D.A. Circular 94 - Farmeréf Cooperative Associaticns in the
United States, 1829,

Tech. Bulletin 57 U.8.D.A.-Cnoperative Marketing of Livestock in
the United States by Terminal Associations.

.U S D.A. Bulletln 1095 ~ Producers' Cooperative. Nllk—Dlstrlbutlng

: Flants.

Tcoh Bulletln 40 U.8.D.A. —Agrlcultural Coonperative Assn01atlon——
Marketing and Purchasing. - -

Mlchigan Speoial Bul. 171 -Farmers! cnnperatlvo Buying and: Selllng
Crganizations in Michigan.

l .

Operating Methods and Expense of
Cocperative Citrus Fruit Marketing
Agencies. ,

U.S8.D.A. Bulletin 1261

Cecoperative Marketing of Livestock in
Nebraska.

Cocperatlve Egg and Poultry Assembling
Urits in Minnesota. .

Marketing Country Creamery Butter by a
Coeperative BSales Agency.

Tech.Bulletin 63,U.S.D.A.-Cooperative Marketing of Graln in Western
- Canada. :

Colo.lirector of Markets -Cooperation from Twelve Points »f View.

(

Webraska Bulletin 209

t

Minnesota Bulletin 2333

Minnescta Bulletin‘244

Penn. State College, L
' Bulletin 243 . —A Btudy ef the Business Practices cf
: Farmers'! Trial Cocperative Purchasing
Associaticn in Pennsylvania.

"Agricultural Goope:aﬁibn” ig a bi-weekly mimecgraphed publication
furnished by the Division ¢f Cooperative Marketing.

For U.S.D.A. publications erte to the Division of Cooperatlve
Mgrketing, U. 8. Department of Agrloulture, Washlnﬂton, D. C.

PUBLICATICNS
"Agricultural Jooperation" — bi-weekly mimeographed circular of the
Division of Cooperative Marketing of the U. 8. Department of
Agriculture. (Free on request)
"The Cooperative Marketing Journal" — Tti-monthly mara21ne devoted

to opinion regarding problems of the movanment. Edited by Robin
Hood, Box 944, Memphis, Tennessee (Subscri:tion $2.00 per year).
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A LIST OF 15 MAJOR JOBM .

N

COOPERATIVE MARKETING

T AND-

THE ANALYSIS OF EACH JOB INTO DECISIONS, FACTORS

~ AND INFORMATION NECESSARY TO EVALUATE FACTOKS

By

" -Mr. Robin Hood and Herman Fauber



To the Instructors of Vocational Agriculturet

The following jobs and their anslyses are essential in the teaching of
Cooperative Marketing, whether the course is offered in the all day or evening
classes in Agricultures .

The first job--"Determining the General Market Situation," is primarily to
create interest. If the instfictor will hardle this- job in the correct manner,
the students in the all day class will be very anxious to find out more about
cooperative marketing. The same"situgtion is true“with the adults in the evening
class. OCreate the interest the first>night._'

The instructor must use the teaching procedure best adapted to his group.
lﬂ; camunities where a cogperative-existg, thq list of jobs may be determined
from the Directors, Managef and the Méﬁbéfs.._ﬂere thé éﬁnferenco method may be
used; because the problems and-énswers wﬁll csmevfrom the groupe In communities
where no croperative exists and an educational program is the objective, a
different teaching procedure must be followed. The instructor will select those
jobs best suited for this training. In this case the teacher will huve to
furnish most of the information. Many problems can be obtained from the group,
but due to their lack of information and experience, the instruptor will have
to supply the information and answers to the problems furnished by the groupe.

In the all day classes, these jobs may be used and the method of instruc-
tion will vary according to the system or procedure used by the teacher.

It is hoped that these jobs and their analyses will prove of some help
to the instructors intending to teach cooperative marketing to the all day
classes and to those wid intend to put on an evening school in this enterprises

Very truly ysurs,

Fhador

Assistant State Supervisor of

Vocational Agridcultural Education.
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CQOPERATIVE MARKKTING

An analysis of fifteen major jobs in Cooperative Marketing

LIST OF JOBS TO BE CONSIDIRAD

Determining the Genoral Mé.t"ke'tl,lsi'éua'bion
Determining the Purﬁosemof«cooperativa,uarkating
Determining ths Things a Cooperatiye Cannot Do
Determining the Lezal Phases of Cooperative Marketing
Determining the Business Structure of Cooperatives
Determining the Poaling'Methods of Cooperatives
To determine the Fiﬁéﬁcing'Mefhods of Cooperatives
To determine the Value of Coapérative Marketiﬁg‘Contracts
Determining the Dutias‘of Cooperative Mémbers
Selecﬁing a Competent Board of Directoré
Selecting a Compétent'quager
Determining when to'Organize a Cooperative

4 how.to Organize.a Cooperative

" the Essentials of Cooperative Success

" the Benefite of Cooperative Marketing

[§
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EKTERPRISA - Cnepcrative Marketing

J03 ~ Determining the Jenaral Market Mtuatlan

~<CISIONS TO 33 MADZ
I. What are the causes of our marksting problems?
II. What happens in the marketing process?

FACTORS OF DECISIING

I. 1l.
2.
3.
4,
5.

II. 1.
2e

The aseparation of producer and consumer
The increasin; costs of distribution
The small seale production

The small scale marketing

The natural handicaps

The marketing agencies
The marketing services

INFORMATION NZCESSARY FOR EVALUATING FACTORS

I. l.

2e

3.

4.
5.
6.

I1. 1.
2
3.
4.

How did the development of the Western frontler cause a separation
of the producer and consumer?

How have the development of our frontiers 1ncreaoed the cost of
distribution?

Wnat other situations have arisen which have 1ncreaoed the cost

of distribution?

How does small scale production cause marketing problems?

Yhat are the disadvantages of smail scale marketing? _

What natural handicaps confront the producer, which cause present
day marketing problems? -

Trat are the marketing agencies in existence today?

What marketins services are performed!?

What marketing services do these marketing agencies perform’
What is marketing? . :

RELATED AND GENZRAL INFORLATION .

1.
2.
3.
4.

REFERENCES

Agricultural and industrial conditions during the Revolutlonary
period, the Civil War period and the present times :
Growth of population centers.

Immigration

Industrial revolution

Bconomic History of American Agriculture - Bogart (Longmans-Green &

Co. N.Y.)

Hood's Cooperative Marketing - Pages 2-14
Practical Cooperative Marketing - McKay and Lane « John Wiley & Sons.
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ENTERPRISE -~ Gnoperaﬁive Marketing
JOB - Determining the Purpose of Cooperétive Marketing

DECISIONS TO BE MADE
1. Can cooperatives do marketing services more efficiently?
II. 2. Can eooperatives overcome the present day disadvantages?
FACTORS OF DmCISIONS
I. l. Kind and number of services
2+ Commodity handled
3+ Volume available
4. Quality and variety of product
5. Accessaibility of markets
6. Reducing wastes
IT. 1. Relationship of producer and consumer
2. Reduces costs of distribution
3. Efficiency of large scale operations
4, Market news service
5. Market advice .
6. Credit and loan facilities
INFORMATION NECESSARY FOR THE EVALUATING OF FACTORS
I. 1. What are the kind and number of services performed by cooperatives?
2. How does the commodity handled affect the efficiency of the marketing
service? .

3. Wnat commodities should a cooperative handle?

4., How may a cooperative perform these services more efficiently, by
increasing the volume of business?

5., What volume is necessary for the efficient servicing of any commodity?

6+ Why should a cooperative consider variety and quality as a basis of
doing business? :

7. Are the markets more acgessible to the cooperative than to the indivi-
dual dealer? If so, why? '

8. How may the cooperative reduce the wastes of marketing? Whut are these
wastes?

II. 1. What should be the relationship between the producer and the consumer?

2. How can cooperatives reduce the costs of distribution? Why?

3. Why are large scale operations more efficient than small scale

_wperations? :

4. Of what value is market news to the farmer and how may a cooperative
render this scrvice!? '

5. How may a cooperativo serve as an advisory agent for the farmor?

6. What are the metliods of credifi and loan facilities of cooperatives!

7. What is the true purpose of a Cooperative Marketing Association?
GENERAL AND RELATED INFORLLTION

1. Study cooperatives that have failed to ses whether their operations
showed that the management had an adequate understanding of the principles of
Cooperative Marketing. ‘

2. Examine each commodity in your community to see what opportunity a
cooperative would have in the light of the purpose outlined above.

3. Examine a large cooperative with which you are acquainted to see
what it has done toward performinz the various functions of marketing more
efficiently.

REFZRENCES
Hood--page 14.
Principles und Practices of Cooperative Marketing-Mears and Tobinger
(Ginn & Co. ) pazes 4 to 6
Practical Cooperative Marketing - McKay & Lane
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LU RPRISE - Cooperative Marketing

J@3 - Determining the things a Cooperative canaot do.
TICISIONS TG.BE MADE . 5.
I. B »
1. Vhat are the false notions regarding cooperatives?

FACTORS OF DZCISIONS
_ . Le_Control of prices
2+ Guarantee cost of production .
3. Control of production , <,
4. Eliminating the middleman ' '
5. Getting more then non+members
6. Operating without troubles

INFORMATION NECESSARY FOR EVALUATING FiCTORS

l. Why cannot Cooperatives control prices

2. Are all crops >f like commodity, ralsed at the sameg ¢ost?’ Vhy?

3+ CGan copperatives guarantes cost of prodactlon’ Why? S

4. Is it po ss1ble for a cooperative to control production? ' If ‘so, how?

5. Are the middlemen's services essential? Why?

6. Can the coaperatives eliminate the middlemen? If not, why!?

Te Why will the no- membur usually receive as much as the member of the
cooperative? :

8. Are there. any trouble free businesses?! If so, name them.

9. Is it possiole -or a coopbratlve to operabe witout hav1nr its troubles

Why?

RELATED AND GJT ZRAL INFORLLATION R .

i

1. Examine the oriiinal "sign-up" literature of some large organizations
" founded in 1920, and thsn talk to one of its directors or read its present
literature, to see what chaugee huve coms aubout, in the attitude of its leaders.

2. What Woere some 9f the false doctrinss preached about cooperatives
eight orrnine years agol? : '

' 3..To what extent is the unfriendliness or disinterestedness of
businessg men in your commuA_ty dua to 1820 notions of cooperatlve marketing?

R&F“RﬂNCJS
Hood -- Page 15 _
Principles and Practices of Cooperative Markbtlng. Meurs and Tobinger
' page 32
.Cooperative Marksting of Farm Products -~ Jesness =~ pageo 7-241
' '  (Lippincott)

>

'Practical Cooperative Marketing-- McKay and Lane.
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ENTERPRISE - Coopsrative Marketing
JOB - Determiring the Legal basis for Cooperative Marketing

DECISIONS TO BE MADE
I. What Federal Laws deal with rooperative organization!
II. What .Colorado laws deal with cooperatlve organlzatlan’
III. What are the purposes of these laws?
FACTORS OF DZCISIONS
1. é Zi‘;;‘é‘:g Aﬁ:;&i:ﬁt Lews 6+ Netional Farm Foard Act
3. Capper-Volstead Act
4. Cooperative Act of 1926
S+ Intermediate Credit Act
II.
1. Standard Cooperative Marketing Aet
II17. :
1. Exemption from proesecution as trusts
2. Encouragement of organization (governmental)
3. Legal status as corporations
4. Limitation of personal liability
S. Exemption from income tax law
6« Improving market credit facilities
. INFORMATION NECESSARY FOR EVALUATT FACTORS
I. 1. Why was the Sherman Anti-trust Law passed and how did it affect the
organization of:- cooperatives?
2. Of what value was the Clayton Amendment to the organlzatlon of
cooperatives?
3. Why was the Capper-Volstead Act passed? )
4. What are the essentlal paints in this act as related to cooperative
organlzatlon’
5. What is the Cooperative . Act of 1926 and what was its effect upon
cooperative organization?

6. Of what value is the intermediate crcdit act to cooperatlves. Yhy?
I1. o

l. What is the Standard Cooperative Act of Colorado?

2. Upon what law is it based?
IiT.

1. Why are the cooperatives not treated as monopolies or trusts?
2. How have these federal laws encouraged the formation of cooperatives?
3. How did these laws give cooperatives legal status as corporations?
4. Why should the personal liabilities be limited in cooperatives as
designated in these laws?

5. Should ecooperatives be exempted from the incoue tux laws? Why?

6. Why should the Federal Govermment facilitate market credit for
cooperatives?
GENERAL AND RELATED INFORMATICN
: 1. From the standpoint of public welfure, what is a justification for
exempting cooperatives from anti-trust laws?

2. What would be the consequences of abuse by farmers, of the special
rights and immunities granied them by the Capper-Volstead Act?

3. What is required under your state Cooperative Marketing Law before
a group of farmers can incorporate a marketing association?
REFERENCES '
Hooad - page-22.
Principles and Pract ices of Cooperative Markceting -- page 127
Cooperative Marketing of Farm Products - page 231 ’
Practical Cooperative Marketing - McKay and Lane
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ENTEPFRISE - Gooperative Markcting
JOB ~ Determining the Business Structure of Cooperatives

DECISIONS TO B& LADE o

I. What aro the different types of cooperatives!? -

IT. “hat are the advantagos and disadvantages of cach type?
FACTORS OF DECISIONS TO BE MADE

I. 1. Local-association
2. Fedcrated ansociation
3e. Gontralized zassociation
4. Torminal salos agency
S+ Bargaining associations

II. .

1. Territory served o :

2. Comugodity handled

3. Mothods of control

4. Departmentalization of management

5. Methods of financing -

6. How each typec oporatcs ERE

7+ Attitudes of meibers
INFORMATION NECZSCARY FOR EVALUATING FACTORS

I. 1. What is the structure of a Yocal assdciation?

2, Describe the structure of a Federated abq001at10n and how does it
differ from a local assoclationl

3. Describe the structure of -the Centrallzed type of asq001ation and
how does it differ frowm <he local and federated types!

4. What is the value of a terminal sales agency?

5. How do bargaining associatisng differ in purpose from those of
the local, federated and centralized qelllng abqo01atlons7 H

IT.

. 1. Compare terrltoiy qervea by locaT, federated and centralized
‘associations.

2. Should the type of commodlty hand’ed 1nflubnce the type of organ=
ization to form? “dhy?

3. What are ths metlhiods of control in the local federated and
centralized associations?

4. How do the methods of managemen* differ in these three types of
organlzatlon

5. How are each of these types financed?

6. Do all of these three types of associations operate in the same
manner? Why! : s .

’ 7o In which type does the manager have the olo sest contact with the
members? Is this of aay value! Why? Discuss contucts of the other two.
RELATED AND GENZRAL INFORLATION .

l. Draw as many comparisons as possible between the structures of
cooperatives and corporations, both as to differsnces and similarities.

2. Chart the structure of a cooperatlve in yaur community so as to
show its various business activities.

3. List a number of advantages and disadvantages of a cent"allzed
cooperative as comnlrpd with a federated cooperatlve that might operate in the
same territorye. S
REFERENCES

Hoad - page R4a

Principles and Praciices of Cooperative Warketing - page 62

Cooperative Marketing of Farm Producits - page 15

Practical Cooperative larketing ~ McKay & Lane

-



ENTERPRISE ~ Coaperative Marketing

JOB - Determining the Pooling Methods of Cnoperatives
DECISIVNS TC BE MADE
I, What different pooling systems are used bj Cooperatives?
IT. What is accomplished by pooling?
FACTORS OF DZCISIONS
I. L. Kinds of pools
2. Duration of poosls
3. Kind of commodity
4. Membership prefersnces
S« Present trends in pooling methods
6. How settlements are calculated
IT. :
1. Reduction of handling costs
2. Spreading of risks and losses
3+ Bqualization 9f m rket returns
4. Encouragement for better quality
5. Allocation according to place
6. Allocatior according to time
7. Standardization

INFORMATION NZCESSARY FOR EVALUATING FACTORS
I. 1. What are the different kind of pooling systems in use?
2. How do these Do5ls operate? :
3. How does the commodity {kind of), influcnce the type of pool to use?
4. Should the type of pool be based upon the preference of the members?
Why?
5. How are settlenents made in these different kinds of pools?
6. What are the present +trends in poolln and what has ‘brought about
this change? e
1. ,
1. How doss pooslin: rsduce handling costs?
2. How does poolin; spread the risk of losses?
.3. Does poolin: equalize market returns?! How?
4. Docs pooling affect the quality of product handlbd? Why %:
5. How dses poolin: help in the distribution of the different grades?
6+ Dogs pool.n: influsnce the allocation af commodities as to time
of distribution? How? .
7. Why has pdo0ling been responsible for steandardization?
8. What is the rclationship between pool;no and orderLy marketing?
RAELATZD OR GENERAL INFORMATION : :
1. What are some additional reasons for pooling? .
2. How doss hedginy safeguard a cotton or wheat association from price
declineg, aftor it has paid its members for his cotton or wheat and before
the cotton or wheat has been sold?
3. Classify all your cooperatives in your community or state according
to ,whether they practice expense or- settlemsnt pools,

REFZRENCES ~
Hood - page=<7 .
Principlss and Pr.ctices of Cooperative Marketing .  page 304
Cooperative Marketing of Farm Broducts page 170

Practical Cooperative Marketing - McKay and Lane.
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ZTERSRTSE ~ Cooperative larketing
JOB = To detormine the Financing WMetheds »f Cooperatives

DECISIONS TO BE MADE : .
I. For what purposes do Cooperatives necd monecy!?
II. Where may Cooporatives get their funds?
FACTORS OF DECISIONS
I. 1. Expenses of organizing
2+ Opsrating cxponses
3. Advances upon delivery
4. Physicoal faecilities
5. Production credit
II. 1. Membership focs
2. Sale of stock
3. Loans from memoors
4. Commercial banks
5. Federal Intcrmodicte credlt banks
6. Deductions
7« Worehouse receipts
8. Bills of lading
INFORMATION NECE38ARY FOR EVALUATING F4CTORS
I. 1. What.expenses are incurred during the organization campaign?
2. What are the opsrating costs of a cooperative?
3. Vhat percent of the market price is advanced upon delivery!
4. hat physical facilities are necessary for ithe different types of
cooperatives!?
.5+ How is production credit financed and is it a sound practice?
II. - = -
1. That type of cooperatives get their funds from membership fees?
2+ “hen is it necessary to raise monsy oy the sale of stock?
3. Fhuat kind of wtock is usually issued? "
4. Is the practice of receiving loans from members a sound practice
and under what conditions is this advisable?
© 5+ Of what use are commercial banks to cooperutlveb and when is this
credit used’
6. Under. whit cond tlons should the federal intermediate credit banks
be used? Way? :
7s What is the deduction method and is this method used by cooperatives,
and explaln its procedure? -
8+ What are wurshduse receipts and how can they be used as collateral
for credit by cooperatlvecf
9, What are Dills of ludlng and how are they used for obtalnln* credit
by eooperatlveg? ,
RELATZD AND GENIRAL INFORIL.TION :
1. List the different cooperatives operating in this state and note
the methods of financinge
2. Examine these cooperat1Veg and note the relationship between the
commodity handled and the mcthod of financing.
3. How do the state and federa.1 laws control the methods of financing
of cooperatives?
REFERiNCES
Principles and Pruocticos of Cooperative Marketing - p&gbs 221-224
Cooperat.ve Marketing of Farm Products - page 193
Practical Gooperuiive Marketing - kcKay & Lane
Hood -~ Page 46



ENTLAPRISE » cgaper-ative Marketing
JOB - To determine the Value of Cooperative Marketing Contracts

DECISIONS TO 35 MiDZE
I. Are contracis necessary?
II. What are the advantages of contracts?
I1I. What provisions should they contain?

FACTIRS OF DECISIONS
I. 1. Experiences with and without contracts
2. 3ize of organization
3. Plants and equipment necessary

II. 1. Avoid misunderstandings
2+ Insure vollume of business
3. Stabilizing business methods
4. Gaining business confidence
5. Provides basis for financing
6. Keeps weak-kneed nembers in line

III.
1. Kind of contracts
2. Handling methods
"3. Settlement methdds
ze Control of orzanization
5. Penalty clauses
6. Fithdrawal and onpu151on clauses
7. Duration of contract ) »
8. Ownership, propertv and reserves.clauses
J. Recent development in membership contracts
INFORMATION NECA&SSaRY FOR APFLYING FACTORS
I.1l. %hat have been the experiences of associations having no contracts
and of those having contracts! What conclusions have been drawn from thesel
2. How doss the size of the organization necessitate membership
contracts?
3. Should cooperatives invest large sums in plants and equipment
without membership contracts? Why?
I1.
1. How do eontracts help to avoid misunderstanding between the associa-
tion and members?
2. Why do membership contracts insure voluac of business?
Why do membershiy contracts stabilize business methods?
4. What is meant by business confidence and how do those contracts
help to gain this business confidence?
5. How do memoership contracts provide the basis for financingi Why?
6. What is a weak-kneed member and how do thcse contracts keep him in
line?
l;l'
l. What are the various kinds of membership marketing contracis?
2. Why should the contract contain the handling methods!?
3+ What are the different settlement methods and why should they be
contained in the contract?
4. Should the contract include a clause on the control of the organiza-
tion? Why?
5, Should a penalty clause be included in thc¢ contract?! Why?
6. dhy have withdrawal and expulsion clauses in thc gontract?
7. How do the duration of contracts vary and of whut value is this clause

in the contract?



el
JOB - To Determine the Value of Cooperdting Marketing Cintracts.
ITY: {continued)

8. Why should the contract. include the ownership, property and réserves
clauses? e T : -

9. What are some of the recent developments in membership .contracts
and how do they differ from the older ideas] ‘

RELATEN AND GENZRAL INFORMATION
1. Name additional benefits derived from the use of membership marketing
contracts. o i o T

2. Examine an agency contract and a sale and resale contrict to determine
the advantages of each. B o T o

Ve :

3. Contrast the advantages of;fhéiwiﬁhdrawal‘claﬁéé"ﬁiﬁﬁlits’disadvantages.

4. Examine State and Federal laws in regard to membership marketing
contracts. o o

REFERENCES
Hood - pages?9 .
Principles and Practices of Cooperative Marketing - pages 185 - 115
Cooperative Marketing of Farm Products - page 256
Practical Cooperative Marketing - McKay & Lane
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ENTZRPRISE ~ Cooperative Marketing
JO3 - Determining the Duties of Cooperative Members

DECISIONS TO BZ MATE
I. Wn.t are the duties of the Cooperative Members?

FACTCORS OF DECISIONS

I. 1l. Attendanse at meetings €. Forming sound public sentiment
2. Studying reports . 7. Living up to obligations
3~ Bxchange of opinions 8. Dealing with disloyalty
4, flection of directors 9. Causes of dissatisfuction
Se Qualificatiosn of directors 10. Cooperative spirit

INFORMATION NZCESSARY FOR EVALUATTING FACTORS
I. 1l. Why ‘should members attend all meetings?
2. What are some of the results of this lack of attendance!?
3. Wny should members study reports of the association?
4. Where should the members exchange their opinions? Why?
5¢ Why is it the duty of the members to elect the directors?
6. Why should the members study the qualifications of the directors
very thoroly? : '
7. How ean the members help the organization by forming sound public
opinion? : :
8. What may happen to the orgéhization if thie members do not live up to
their obligations? '
9. How should tns members deal with disloyal members?
-10. What are the ceuses of dlssatlsfactlon amorig the members of a
cooperative assgociation?
11l. Whet is genuine cooperative spirit?

‘RELATED AND GENZRAL INFORMATION :
1. In what ways Goes a secret written ballot help to obtain the most
campetont dlrectsrs’ .

2. Make a survey of several large and successful cooperatives to learn how
many of their directors have at one time or ansther been connected with banks
or- other business institutisnse.

3. Of the three duties of members, which osne would you say was most
often noglected, and what would you sugzest to remedy this situation.

REFZRENCES

Hood -- Page 32

Principles and Practices of Cooperative Marketing - page 95
The Cooperative Marketing of Farm Products - 181

U.SeD.A. Circular No. 407

Practical Cooperative Marketing - McKay and Lane
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BT RLRISE - Cooncrat;fe %1r c¢ting
JOB - Belectiny a competont Boacrd of Directors

DECISIONS TO Bi MaDZ . :
I. What are the dutiss of the dlrector
II. What are the qualificutions of a dlrector? .
FACTORS OF DIECISIWS ~ . . .. Do a
I. 1. Formulation of policies e .
2« Bmpleyment af a competent manager
3. Reaults of nalxcles
4i Distributing information:
5. keeting trouvles

IT. : s T :
1. Charactor . -+ B. Leadership oo
2. Buiness abllltf : LA 6. Cooperative szpirit
3. #Zxperienmces-” - ‘g -7. Tha w;ll 1o serve

4. Good Judwment ¢ S .
INFORMATIQY NECE335RY 7O JnLUﬂLING FACTORD e :
I. 1.°Should the meitbsrs or the directors formulaie the yﬁllClBS of the
organlzatlan.
2. Why should. the board a»f direetors. select thoe manager 1nstead of the
members?
" 3. Why ‘should the directors insist upon their. policius being carrled
out and also note the res:lts of these policies? :
4, Should ‘the directors distribute.all the 1nformatlon rggardlng the
business of the association o the members? ; ay?
5. How should the dllcctors meet thc many trouolos whlch arlse’
IT. o - :
l. Yay snould choracicr be considered as a factor in the selection of a
director., o
2. Should a director be-a man who has shown ucc1dud bu31ness ability?
Yhy !
3. Of what value is expcrienco as a quallfLCQtlon'of a’dlréctor’
4. Is 2204 1ud*a,nt wr essential factor-in the quallflcatlans of a
" director? Uhy?"' » : : .
5. Why should a dlructor havu leadcrshlp’ : o o ‘
6. Can a diroctor bo of much value to the association if he does not
possess the trus cooperitivo.-spirit? Way!?
7. Db all mon have tle will to ssrvu, and way shoulc tnls factor be
considered in the sslectlon of a director?
RELATED AND GIiNJIRAL INFORIATION
1. Distinguisa betwsen the job of the dlrectors and. the JDb of the
manager in the following mattorss sales, ealarics, payments 1o members,
erection, 5T procu$sing plant, operation of a production credlt sub51d1ary.
2. List the qualific.tions of a good. coopsrative manager.
3. Snould a cooperative director cons 1d er himself the representativo
of the distriet which slected him?’ i ~ .
4, What are the dutizs of a good d1r=ctor’
REFERENCES3
Hood. - pags 34,
Prineiples and Praciicses of Cooperative Marketing - 498
Ths Cooperative Marxeting of Farm Products - page 179
Practical Coopserative Karketing - McKey & Lane



ZNTSRPRISE - Cooporative Markoting
JO3 - Selecting a Competent Manager

DECISIONS TO 31 MaDE

I. What are the duties of the manager?

ITI. VWhat are the qualificctions for management?
FACTORS OF DZECISIONS

I. l. Carrying out policies

2. Authority of manager

3. Employment of help

4. Relationship of manager to board

5. Reports to directors

6. Informing members

7. Attitudes towards trsubles

ITI. 1. Business capacity

2. Bxperience

3. Character

4, Trade contacts

5. Rural minded

6. Team worker

7. Not a director .

IMFORMATION NECESSARY FOR EVALUATING FACTORS
I. 1. Why should the manager sarry out the policies of the directors?

2+ What should be the authority of the manager? -

3. Should the manager or the directors employ the help? Why?

4. Why should there be a close relationship between the manager and
the board?

5. Should the manager report to the directors or to the members of the
cooperative? Why?

6. What information should the manager confide t0 the members?

7. What should be the manager's attitude toward the many petty troubles
of the members? Wny!?

II. :

l. Why should the manager have business ‘gapacity?

2. What experience should the man have who is to be selected for the
management of a cooperative association? Why?

3. What character qualifications should the manager have?

4. “hy is it essential that the man selected for manager, have many trade
contacts?

5« Why should the manager be rural minded? .

6. What may result if the manager is not a team-worker?

7. Should the manager be a director of the association? Give reasons
for and against this.

SLATED AND GENZRAL INFORMATION

1. To what extent is the cooperative manager responsible for the soundness
of the policies adopted by the board of directors?

2. onumerate and explain the advantages of monthly written reports by
cooperative managers.

3. Outline a campaign of action which might be followed by a cooperative
followin: some serious,mistake--showing how the association might rectify the
mistake or minimize its effccts. )

4, ZExamine the histories of cooperatives that have failed and check
findings with list of factors, found under heading (II).

REFERENCZES o
Hood - page 37. : Praetical Cooperative
Principles and Practices of Cooperative Mkige Marketing-McKay & Lane

Cooperative Mktg. of Form Products-3sgs. 178-179 -- 78
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SNTERFRISE - Cooperative ilarketing
JOB - Betermining whether to organize a e¢operative

OCISIONS TO BE MAD : . .
I. Is there a need for org an1z1ng. ' - f
ITZ. What can an organization accomplish?

FACTORS OF DECISIONS
T. 1. Attitude of farmers

2. Attitude of businessmen o - R
3. Costs under the present system o S
4. Services undsr present system L v B -
5. Quality of products ‘ ' L T

6. Volume of products
7. Prices under present system

IT.
1. Influence pricss udpwards
Re " on production
3. v on quality of praductian
4. " on cost of marketing G e,
5.7 ™ - on methods of dlstrlbutlan R
6o " on community splrlt e
7. M et pn busipess training of farmers'
8+  Utilization of by=~products . S o e

9. ﬁllmlnat*an of wastes

INFORMATTON N3CZS SSARY TOR TH: ZVALUATION OF FACTORS
L

“What should be th" autltude of the farmbrs and now can thls attltude
be obtalned definitely? : :

2. What effect doss the attitude of the businessmen have in determlnlng
the need of a cooperativel :

3. Bhould the costs, under the present %ystum, e cﬁns1dured as-a Lactor,
in determining the necd for an association?

4. What services are >urformed, undur the presont ojStGm, and should any
of these ‘be conaidered.as a factor in organlzlng’

5. Is there a need for the improving the qualltr of productq and if so,
can an assoeiation do this servicel :

6. Is there o sufficicnt volume of the commodluy to warrant a cooperative?

7. Are tho farmers roceiving as high a price for their products as other
nearby sections, under the present system?

II- . .

1. How may a cooporative influsnce the price upward?

2. How may a cooperative influence the ataolllylng 3f production?

3. Have cooporatives influenced the quality of productionf How?

4+ In what ways havo cooperatives. reduced the costs of marketing? ‘

5. In'what ways have cooperatives, 1nflubnced more efflclent distribution
of products?

6o How may:d’ coap*rﬂt+ve influence. tho comnun*ty splrlt for the better
and give examples? o

7. Do the farmers learn more about the bus1neoa of selling, by being a.
membur of a cooperative?. Howl

‘8. Do soopsratives utilize the by-products more than the individual
dealer? Give examplose
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JOB - Dotormining when to Organize a Cooperative
I7I. (continuecd)

9. What aro the wastes in the'marketing process and have cooperatives
boon successful in eliminating many of thcse! Cite instances.

RELATED OR GZNIRAL INFORMATIO

1. Makc a survey of your community and detormine whethér there is a neecd
for a cooperative. ’ - .. :

2. Examine the history of coopcrative organizifion and compare the
cconomic conditions with tho growth of cooperativese

3+ If there is a cooperative in your locality, dotermine from the mombers und
directors the reason for its organization. '
REFERENCES
Hood - Page 19 _
Principles and Practices of Cooperative Marketing - page 78
Cooperative Marketing of Farm Products - pages 193 -~ 20%
Practical Cooperative Marketing - McKay & Lane A
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EI'T sRPRISE - Coaperatlve Marketing

J0B = Betermining how to organize a copperative

DECISIONS TO Bi MALE

I.

That type of organization to form?

II. What are the legal forne .necessaryl
TIT. How to sc¥l the plans to the. farmera*
FACTORS OF DECISIONS

I...
"1 Cormodity iavolved
-7 2. Area to ‘be served .. -
3. Volume of eommodity
4+ Suitability of the various types
5 Location of markéts: .
II. - V <
1. Articles of 1ncoryarht10n
- .. By=laws.
3. Marketing contract .
- 4. Association agreenent
5. Federal requirements
6o State requlrements
III. L .
1. Local meetlnvs . -
2. Publicity o
3. Solicitation
4. Education
- 5. Business interests
INFORMATION NZiCESSARY FOR AVALUATING FACTORS
I.
1. ¥hat is the relationship between the commodity involved and the
type of organization to best serve the purpose?
2« How does the area to be served affect the type of association to be
formed?
3. VWhich types of assoclation will handle large and small volumes most
efficiently? Way?
4. What are the factors essential in the choosing of the most suitable
type of association?
5. How does the location of markets affect the choice of type of
assoclation? Why?
I1.
L. What is the value of articles of incorporation, why must they be
included and where can samples be obtained?
2. Why have by-laws?
3+ Is the marketing contract necessary, and do the by-laws ever include
the marketing contruct?
4. What 1s an association agreement and is it necessary? Why?
5. What are the Federal requirements in purfecting a cooperative organiza-
tion? '
6. What are the State requirements in perfecting a cooperative association?
I1T. ‘
1. What procedure should be followed if local meetings are to be used

as a means of selling the idea and perfecting the organization?

2.
3.
Why?

What publicity methods should be used?

What methods of solicitation are used and which are the most effective!?
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JOB -~ Determining how t5 organize a cooperativs

I1I.
4. What kind of an educational program should be used and what should be the

duration of this program? Thy?l
5. How may the bumsiness interests of the eommunity help in the education,
solicitation and publicity work in melling the plans to the farmer?

RELATED AND GENBRAL INFQRULTION

1. Make a survey of the cooperative associations in this state and
determine the educational program used, the publicity methods and methods of
solicitation.

2. Congider cooperatives that have failed and determiné the methods used
in nelling the idea to the farmer.

3. How long should the educational program lagt? Why?

REFERENCES
Hood -~ Pages 24a - 19 .
Principles and Pragtices of Cooperative Marketing - page 73
Cooperative Marketing of Farm Products - pages 193 -- 205
Practical Cooperative Harketing - McKay and lane



B e ,
ENT JRPRISE - Cnoperative Marketing
J53 « Determining the Essentials of Oooperative Success

DECISIONS TO BE MADE
I. - What are the causss of ooopsratlve fallure
II. How can these causes be remedied?
FLCLORS OF D3CISINS
I. 1le Qooperatives that havg talled
© . Re Insufficlent business 4 o : . .
3. High overhead costs a . , ' ' .
) _44\_Poor selling mothods
- 5. Inefficiont management
6. False conception of purpose
7. Lack of understanding by members:
8 Lack of cooperative spirit
9. Poor quality of procuction
10. Failure to standardize
IT. 1. Good members
2+ Good products
3. Good managemont
INFORMATION NZICS3.iRY FOR SVALUATING FACTORS
I. l. Why have muny codoperatives failled?
2. How may insufficiont business cause cooperdtive failures?
3. hat are thc causes of hlgh overhead costs? :
4. How may poor qnll*gv muthods _causc ﬂooperanlve failures and what
are these poor selling msthods?
5. How many cooperative failures-are dus to ineapable management?
6. What were the falsce conceptions regarding cooperative marketing
and how did they cause cooperative failurcs? :
7o What are the causes of lack of understanding among members and how
does this contribute to ¢yoderetive failures?
8. How can the lack of cooperative spirit cause a cooperative to fail?l
9. If the factors 2 to 8 ure carried on efficiontly, could the coopera-
tive exist If poor quality products are sold? ‘fhy?
10. Wkhat is gtandardizotion and how may the lack of this cause a
cooperative to fail?
Iz,
1. What should be the characteristics of a good member of a cooperative
which is suceessfull
2s Wnat are the chariscteristics of the products of a successful coopera-
tive? ‘
3. What is good managsnent in relation to u successful cooperativel
RELATEZD AND GENZRAL INFORMLITQN
l. Why is group action necessary to bring about standardization?! Why
cannot or why do not local dealers standardize as fully as cooperatives?
2. What aro syme of the profits of large scale operations?
3. To what extent caa strict grading save the dumping of unsalable cars
at terminal markets!?
RERER:NCES
Hood = Page 39
Principles and Practices of Cooperative Marketing - pages 466 -- 59
Coopsrative Marketin; of Farm Products --. page 76
Practical Cooperative Marketing - McKay & Lane



«l5-
ENTERPRIBE - Oeeperntive Marketiug
JOB - Determining the Benefits of Cooperative Marketing
DICISIONS TO BE MADE
I. Have coopsratives benefitted thoe farmors?
FACTORS. OF DECISINS
l. Effect on farming methods
2. Effect on marketingmmethods
3. Effect on commurnity lifo '
INFORMATION NICESEARY FOR BVALUATING FAGTORS
1. How doss cooperative marketing influence better farming mothods?
2. Why is cooperative marketing better marketing?
3. What has been the effect of cooperative markoting on communlty
life? Why is this possible?
RELATED OR GENEZRAL INFORMATION

1. Study the effects of cooperative effort in Denmérk, as to farming
methods, marketing methods and communiyy life and home lifas

REFERENCES :

Hood -~ Page 42

Principles and Practices of Cooperative Marketing - pages 366-192-422-
14-19

Practical Cooperative Marketing ~ McKay and Lane
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