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A STUDY OF FRUIT MARKETING ORGANIZATIONS.

Introduction.

The question that confronts the fruit grower of the present
time is not only how to raise more and better fruit, but how to realize
& reasonable profit on what he does produce; how to put up his product
80 it will reach the consumer in the best possible condition, and how
to reduce the great difference between what the consumer pays and what
the producer receives, Farmers are just beginning to realize that if
they are to receive a reasonable return for their labor and dividends
on the capital invested, they must consider their calling a business,

The growing of fruit may be considered a manufacturing
business. The rew materials are the soil, fertiliser, water, etc.;
the trees the factory, and the fruit the finished product., Manufac-
turers of any slze seldom have the same person to take care of both the
production and the selling end. If the finest quality of fruit is to
be grown, the grade in which there is the greatest value, it is about
all the average grower can do to attend to the growing without having
also to be a salesman,

The expert orchardist is the one to outline and diresct with
regard to choice of site, orchard cultivation and, in short, the
scientific side of production, But just as mamufacturing cannot suc-
ceed without scientific advertising, distributing and selling organiza-

tions, so fruit production often results in failures without well or-



ganized advertising, distributing and selling machinery,

Most fruit growers do not produce & sufficient amount to
employ & sales force, and in such case the only solution seems to
be cooperation with other growers.

Our government is engaged in investigating complaints from
the wage earperl and the middle class regarding the high cost of living,
At the same time we are confronted with the startling and almoat in-
credible puszle, that many farmers and fruit growers are making s scant
living, much less receiving an adequate return on their investment.
There seems to be a serious wrong somewhere. To deiermine if the
method of marketing bears any relation to profits is one of the objects
of this study,

Marketing organizations for farm products so far seem to have
been the most successful in localities that specialize to a certain
degree on some particular crop, The general farmer of the Mississippi
Valley does not, as yet, appear to have felt the necessity for cooperat-
ing with his neighbors to the extent that the grower of more specialized
products has,

An orchard census taken by the Missouri State Board of Hor-
ticulture in 1913, showed over 15,000 fruit growers in the state. Of
these 90 per cent of the ones that shipped cooperatively believed fruit
growing paid and less than 5 per cent of the independent shippers bde-
lieved there was money in the business.

Growers' marketing organizations have apparsantly been the
most successful with the vegetadle growers east and southj the deciduous

fruit growers of the northwest; amd the citrus fruit growers of the south



and southwest.

Many of the associations organized have been phenomenally
successful while others have been dismal failures, Apparently, this
has been equally true with the stock companies and the strictly co-
operative organizations., 1In order to see if there is any plainly
apparent reason for some associationsbeing successful and others
failures - - in other words, 1f there could be any plan of organiza-
tion worked out that would be used as a model for the fruit growers
of Missouri - = this study was undertaken.

" This study was begun in the spring of 1915, Not only was

& large amount of availadble literature consulted, bﬁt letters of inquiry
were addressed to over three hundred organizations, scatteded from one
coast to the other, and from British Columbia to the southern line of
the United States, Also the result of the writer's experience, both as
& grower and as & member, in various capacities of fruit'groworo' organi-
zations in Oregon, Washington and Montana were considered, Since 1915,
the writer has had an opportunity to visit and make somewhat close study

of various associations in Texas and Florida,



HISTORY.

Marketing organizations, controlled by the growers, are
of comparatively recent origin in this country. In practically
all cases they have arisen from absolute necessity. So long as
the producer could make a little profit under the old system of
consignment to middle men he was unwilling to cooperate with other
growers, The largest and most successful organizations apparently
have arisen where there was a specialization on some one crop, as
the citrus fruits of California and Florida, the apple of the north-
west, the vegetables of the south and east, etc. For the purpose
of this study the most prominent organizations of each type have
been studied and a few will be briefly discussed.

California,

Shipment of fruit‘ on a commercial scale from California
may be dated from the completion of the Pacific Railway in 1869.
While a few shipments had been made by boat and wagon before this
time, most of the fruit had been marketed at the nearby mining and
lumber camps and the few large cities.

The first year the railroad was completed, a few of the
largest growers shipped altogether about 300 tons of fruit, Only
the most choice product, that would be a novelty in the eastérn
cities, could be profitably shipped, for the freight rate at first
was excessive, As an example, $1,360 per car was charged to Chicago.
The only cars supplied were cattle or box cars, so that nothing but

the hardiest and longest keeping fruit could be shipped. From



time to time the freight rate was reduced, but the schedule was so
slow that only hardy or dried fruit could be shipped by freight,
Most of the fresh fruit was hauled on passenger trains, and as late
as 1884 the rate to Chicago was $800 per car and correspondingly
high to other eastern points; also the charges had to be guaranteed
by the shipper before the railroad would accept the consignment.

By this time a number of small loczl associations had
been formed in a mumber of places, but they were too small to at-
tract much attention from the transportation commanies, 1In 1885
the Southern Railroad offered to put on a special fruit train if
some associations would guarantee at least 15 cars daily. This
train was to be composed of vestibuled cars and the rate to Chicago
was $4500 for the train or $300 per car. To meet this problem the
California Fruit Union was incorporated for $250,000, par value of
share $1, Only growers might own stock, but they were allowed to
subscribe at the rate of one share for each acre of bearing fruit,
owned or controlled by the stockholder.

After much persuasion, five local cooperative associations
shipping deciduous fruits joined, No shippers of citrus fruit ac-
cepted the offer. The organization was never a success., At no
time did it ship more than nine cars of fruit in a day., In 1887
the railroad reduced the minimum for a fruit train to ten cars at
$4000, Still the organization did not get emough support to make
it a success, Over half of the fruit was shipped independent of

of any organization.



When the railroad reduced the minimum for a special train
to ten cars, the 1ndepe;:dent shippers ormganized for the sole purpose
0f assembling enough fruit through one organization to take advantage
of this traiﬁ. However, the fruit was sold independently, ea;ch ship-
rer competing with the others in the markets.

The California Fruit Union tried to affiliate with the other
shippers, but was never very successful, The benefits of shipments,
for which the union was organized, kept going to others, so it sus-
Pended in 1894, The same year the California Fruit Exchange was or-
ganized. The idea of this organization was to federate all of the
local unions into one central exchange, that would have enough power
to control the market through restricting shipments, It failed be-
cause of lack of support, This same year the California Fruit Grow-
ers' and Shippers' Association was organized. It was fairly suc-
cessful for five years, but finally failed through lack of loyalty
of its members.

In 1901 the California Fresh Fruit Exchange (now the Cali-
fornia Fruit Growers' Exch#nge) was organized, This is a non-profi
corporation with a pald up capital of si,voo. It is formed by 17
district exchanges representing 115 associations composed of about
6,500 growers, It is managed by a manager and board of 17 directors
representing each of the district exchanges, It does not buy or sell
fruit, but furnishes marketing facilities for its members at a pro rata

cost, It exercises no control, either directly or indirectly, over

&ny sales or purchases., Each shipper reserves the right to fix his



own price and to say what market his fruit shall be sold in, and

has control over his own trade marks, etc, The exchange provides
bonded salesmen in the principal markets and exercises supervision
.over them, It also gathers telegraphic information for its members.
It takes care of litigation for them, handles claims, conducts an ad-
vertising campaign, etc. This is done at cost. The exchange de-
clares no dividends, but levies an assessment on each district for
its ratio of expenses, based on the number of boxes shipped.

This exchange has been very successful, Over 75% of the
some 12,000 persons engaged in the growing of fruit commercially in
California shipped through some form of cooperative association and
over 60% of this was shipped through the California Fruit Growers'
Exchange. The same officers and directors control the Fruit Growers'
Supply Company, & million dollar company, through which most of the
association's supplies are purchased, This omganization will be
discussed under the head of "Purchasing Supplies in Quantity."”
Californis Assoclated Raisin Company. '

In 1879 California for the first time produced a one million
pound crop of raisins, In 1890 this had risen to twenty-eight million
pounds, and by 1915 California was producing two hundred and fifty mil-
lion pounds of raisins amually, The returns had dropped from 5 cents
per pound in 1890 to 1 1/2 cents per pound in 1908, 1In 1909 it was
estimated that eighty million pounds of raisins could not be marketed.
The growers were confronted with a condition that demanded drastic
action, In the year 1909 the California Raisin Growers' Company was

organized anl a prospectus issued stating the primary object to be:



"To formulate and carry out a business policy
that will ultimately result in the placing of
the raisin market on a staple basis.™
The plan was to capitalize at one million dollars, pro-
vided enough growers came in, One of the primary objects was to buy
outright the eighty million pounds of surplus raisins and, by eliminat-
ing brokers to sell directly to the trade at a profit., The growers
coming in had to agree to sell their present surplus, and also con-
tract for three years, with a two years' option to sell their entire
output to the Company, Contracts were binding on those signing; how-
ever, only on condition that enough growers come in to carry the plan
through, No mass meetings were held, but the plan was placed before
the growers and all questions thrashed out ani answered through the
local newspapers,
Not until April 1913 was enough support secured to put
the plan in operation, Not only was the product 20ld to the regular
trade through traveling salesmen, but a strenuous advertising cam-
praign was conducted to increase raisin consumption, In 1914 one
bundred thousand dollars was spent in advertising, anl so profitable
has this been, that two hundred and fifty thousand dollars has been
appropriated for advertising during the season of 1916 - 17. Prac-
tically the entire output of fancy raisins is sold under the "Sun
Made" brand,
From the start the ormganization has been remariably suc-

cessful, It has sold three crops, aggregating 300,000 tons, at a

5



price that returned to the grower not less than 3 1/ 4 cents per
bound, and this in the face of very trying and uncertain market con-
ditions for thé past three years,

One reason for its success has been, that from the start it
has controlled the larger part of the output of raisins, It started
with a larger per cent controlled than the California Citrus Exchange
had secured in the citrus field in fifteen years, It has steadily
fought to increase its control over the raisin industry., By means of
its advertising it has succeeded in interesting not only its members,
but the commercial clubs aml business interests of Fresno County in
urging all raisin growers to join, On February 1l4th, 1916 the entire
raisin territory declared a holiday in order that all might work with
the obdurate growers. As a result of this, the California Raisin
Growers' Company claim to have secured practically every raisin grower
of California &s a member and to represent the entire state.

Northwestern Associations.

The first really successful marketing organization in the
northwest was organized in Hood River, Oregon, in 1893, This was pri-
marily to take care of the increasing strawberry acreage and was kmown
as the Hood River Frult Growers' Union. In 1902 the Hood River Apple
Growers' Union was incorporated to handle the apples, This has since
absorbed the Hood River Frult Growers' Union, The year before organiz-
ing this association, apples were netting the growers only eighty cents
per box, The next year the union returned two dollars per box and the

following year two dollars and sixty cents per box,on the average, was

secured, So successful has this organization been that practically



every fruit district of the northwest has one or more associations
modeled somewhat after this one’.

Local associations had grown stronger in practically every
district until 1910 - 11, For various reasons in that year, there
was general dissatisfaction in most of the fruit growing districts,
and numerous associations were formed through splitting up of the
0ld ones. In Hood River alone there were formed three different
associations and Hood River is pointed to as a model for efficient
management and loyalty of its members, There were various causes
for this division. In some cases poor management, or politics in
mansgement, In others, disloyalty of the members through being of-
fered better prices outside, and in some cases even the manager has
been said to have proved traitor to his own association and sold out-
side for a little better price. No doubt much of this dissatisfac-
tion was caused by the middle men discrediting the organizations by
offering better prices outside. 1In any case, there was general dis-
satisfaction.

As far back as 1910, while many of the growers were break-
ing loose from the established organizations and forming others, some
of the farsighted shippers were advocating close relations, instead
of more organizations., In December, 1910, the President of the
Oregon Horticultural Society, at a meeting of the Washington Hor-
ticultural Society, invited growers interested in organizing a cen-
tral selling exchange to meet in Portland,Oregon in January,1911-.
This meeting adjourned to meet in Walla Walla, Washington the fol-

lowing February. After much discussion, a tentative plan of



organization was outlined and a committee of eleven, representing
the eleven natural geographical distriects of Oregon, VWashington,
Montana and Idaho, were elected and instructed to each rresent this
Plan to the growers of their districts, The writer was a member

of this committee, representing the Lewiston - Clarkston District

of Idaho é,nd Washington, The committee hdd several meetings and
perfected a preliminary form of organization, but not enough of the
Principal districts to be induced to forget their neighborhood jeal-
ousies to insure sufficient tonnage to launch the movement ,mnd it was
abandoned,

In 1912 there was a large crop over practicaelly the entire
United States and the northwestern growers made almost nothing, some
even losing money,

After this disastrous season, some of the growers began to
realize that internal contention and competition was running the in-
dustry, and in December, 1912 organized the North Pacific Fruit Dis-
tributors, This was incorporated under the non-profit making laws
of Washington, Not all of the districts came in that year, but the
distributors handled over five thousand cars of fruit the first year,
and of this, 83 per cent was sold f, o, b. shipping point, The dis-
tributors gave good satisfaction genmerally in 1913, and falr prices
were realized, In 1914 there was another good crop over most of the
United States and Canada. This, coupled with the Europeon war, again
resulted in very low prices, There was much cutting of prices between
the marketing organizations and large quantities of fruit were sacrificed

on the auction market and consigned recklessly, The unorganized growers



generally lost money again,

According to the manager's report, dated November 10th, 1915,
during the twenty-eight months that the North Pacific Fruit Distribu-
tors have been doing business, they have done $1,026, 701 worth of
business, 97 1/2 per cent of its fruit being sold for cash f. o. ﬁ.
shipping point, The average time between dates of sale and remit-
tance of proceeds from the central office to the shipping association
has been twenty days. The losses, through inability to collect, ag-
gregated {418.07, or 5/100 of 1 per cent of the business done.

The Hood River District withdrew from the distributors for V///
the season of 1915, They claim that the greater part of their output
1s confined to two varieties that are not grown very extensively by
the other districts and that for this reason they can do better alone,
The other distriets in the mnin supported the distributors, although
they lost their president, a Hood River man., Thile the distributors
have not been able to eliminate competition between the different dis-
tricts and the different organizations of the districts they have
largely standardized in the industry, A certain grade comes nearer
meaning the same thing over the entire northwest than formerly, e

e A uniform standard for grading has been adopted by most of
the northwestern apple shippers; a copy Of this will-be .-found-in the
-Arpeatix,

The matter of competition between the different organizations
has engaged the attention of the growers more than any other question
for the last few years, In February, 1915 a growers' council was or-

ganized, composed of the representatives of the different growing and



shipping interests, cooperative and private. The purpose of the or—
ganization as stated was: "For thé burpose of securing, so far as pos-
sible, proper and legitimate cooperation, which will lead to obtaining
for the fruit growers of the Pacific nortlwest the full amount for their
fruits in the markets of the world to which they are entitled; and for
the purpose of preventing unfair business methods by the various ship-
pers and handlers of fruits, which will adversely affect the interests
of the growers of such fruit, and for the purpose of further advancing
the welfare of the fruit growers of the northwestl." This organization
apparently failed from lack of support' while in the process of formation.
Fruit Growers' Agency, Incorporated,

Through the cooperation of the growers, the selling agencies
and the United States Department of Agriculture, an organization known
as the Frult Growers' Agency Incorporated, was organized in February,
i916 with headquarters at Spokane, Washington. It is a get-to-gether
organization of all growers anmi sellers for mutual pmtectioﬁ.

Thie organization is not a selling agency, but a clearing
house of information, and provides a basis, and facilities whereby
the selling agencies can carry out the provision of a uniform con-
tract between the growers and their independent selling agencies,
Membership is divided into two classes - active and ressive, Active
membership is open to all northwestern resident eelling agencies having
& tommage of not less than an average of 100 cars per season, Indi-

vidual growers, producing one or more cars per season, may be active

members under the same terms as dealers., Under & corresponding ton-

nage condition, passive membership is open to all local associations
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affiliated with sglling organizations, as well as to individual growers.
Active membership costs $100, passive membership $5. Passive members
receive the same service as active, but cannot hold office or vote.

The uniform contract is the instrumentality around which the entire

A A B s st TR

movement and organization is centered. It is-as --tollm:.
"UNIFORM CONTRACT FOR THE GROWERS AND SELLING AGENTS
OF FRUITS AND PRODUCTS IN THE
PACIFIC NORTHVEST,

In consideration of the mutual advantages to be de-
rived herefrom, it is agreed between the parties to
this contract as follows:

"I. The grower shall have the exclusive right and
authority to fix the price at which his products /\Ww \
or any part thereof may be sold by the selling agent,

tut in event the price so fixed shall be higher than

the best market price obtainable, after offering the

same the selling agent shall in no wise be held re-

sponsible for failure to negotiate sales at such
prices,

"II. It shall be the duty of the agent to cooperate s KAt
with all growers' resident selling agents who are

members of the Fruit Growers' Agency, Incorporated, 4] Carw e,
for the following purposes: v

"(a) To secure information as to orop conditions

in order to determine the economic values of varie-
ties and grades.

"(b) To work in close hayrmony with growers with
the aim of securing uniform methods in the harvest-
ing, grading, and the physical handling of the
fruit from tree to car; and to secure a standardi-
zation and enforcement of the grading and inspection

rules of the States of Oregon, Washington, Idaho
and Montama.

"(c) To agree upon a date after which no con-
tracts for tonnasge shall be entered into.

"(d) To discuss in conferense market conditions ,WV['\_,O
and experiences with various mediums used in the

markets for the purpose of ascertaining the most MM»
efficient agencies and market outlets for the

economical performance of their mmatual contrsct.,
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"(e) To secure improvement in transpor-
tation and storage service and conditionms,

"(f) To work out definite plans for the
development of various domestic and Canadian
markets, utilizing experienced men ani the
combined resources of the said agents.

"(g) To develop foreign markets along the c’—“WQ.,\(v
following lines: P -
5‘&..,1‘:-"—*"\,«.
"(1) To conduet comprehensive foreign in- bk
vestigations for the purpose of kmowing e
trade demands and meking reliable trade
connections,,

"(2) To see that the fruit is prepared
for market so that the grade and pack may
be in accordance with the best trade de-
mands,

"(3) To supervise the physical handling
of the shipments through to final destina-
tion and to secure adequate insurence so
that the hazards may be reduced.

"(4) To secure carable foreign agents
to conduct sales abroad,

"(5) To expand old markets and develop
new ones by direct contact and through
the solicitation of special agents.

"(6) To devise ways and means to safe-
guard and secure prompt collections.

"(7) To secure adequate transporta-
tion facilities by underwriting steam-
ship charters anmd promoting new fruit
trade routes,

»(h) To pool proceeds of sales and
share, pro rata, any loss sustained in
the developmént of new markets according
to the varieties and grades over definite
periods, 20 that profits anl losses there-
from may be equalized.

%(1) To secure the standardization of

G&Q_nsu.amw to the extent
that all account sales Izsued by the said
shipping agencies will be figured on the

12



same basis and in such manner that they will
be uniform, allowing true comparisons to be
made by the grower between the services ren-

dered and prices secured by the different
agencies,

n(J) To secure an anmal asudit of the sales
records of the current season's business of /{
oot

i

sald agents by firms of certified public ac- ¥ mwl
countants of recognized standing, the reports

.~
7' ¢

of these audits to be available to the growers Bt
not later than one month prior to the closing | » '
of the contract period for the next season. gt
- & {»’»w#)‘w
"(k) To make all possible legal and banking 4

arrangements for the financing of the growers, i< A

A A _,‘& ‘.41&&«{’,'&’ »
*(1) Advencements shall in no'case be made et §

in such manner as to pass title of the fruit.n
In July 1916 they claim to have made satisfactory pro-
gress and to then be in control of 75 ber cent of the apple and

80ft fruit tomnage of the Nortlwest, = The constitution and by-
laws will be found in the-appendix,

CQ_ntra; States Associations.

The need for organization apparently has not been felt by
the growers of the Central States to the same extent as by the grow-
ers where more specialized crops are grown. Only in a few places
have successful associations been formed, Occasionally, organiza-
tions that are models of their kind have grown up, however, they are
in districts that specialize rather extensively and where they had
to cooperate or abandon the industry. Some of the most noted of

these organizations will be mentioned,

Oguncil Bluff Grape Growers' Association.

A large acreage of grapes is raised near Council Blure,

Iowa. As early as 1892 the growers felt the need of a marketing

13



organization and organized the Council Bluff Grape Growers' Associa~-
tion, with a membership of only eighteen or twenty, representing
about 400 acres of grapes, berries, small fruits, apples, etc. The
membership in 1913 had grown to 110, representing ten times the acreage
in bearing that they had when it was organized., Also, since its or-
ganization, the total acreage of bearing fruit has increased over 900
DPer cent and the population of the territory fully 80 per cent. The
association was only incorporated for $1,000. par value of the shares
$10. The price of the share has remained the same, but the capiializa-
tion has increased to £35,000.

A uniform charge of 10 per cent is made on all fruit handled.
The association also handles for outsiders at the same commission.
The members usually get a rebate of about 4 per cent on what they have
sold, so the cost of handling is actually about 6 per cent for members.
The organization also purchases supplies for both members and non-
members, but they are furnished to members cheaper than to non-members.

For the first few years the association had much opposition
from the commission men, but the members realized that they must stick
together or quit ihe business, for before the association was organized
often the commission men would not only make no return for fruit con-
signed, but occasionally call on the grower to pay parf of the freight.
Now, practically all of the prominent growers are members and all
realize a good price on their products. About $100,000. worth of
business is done annually,

Wauthena rKruit Growers® Association.

Just across the Missouri River in Kansas, Vest of St. Joseph,

14



Missouri, is another fruit district, in the same soil as the Council
Bluff, i. e. the loess soil, At Tathena, Kansas, prior to 1905 they
were shipping through five or six dealers and getting very poor re-
turns. In 1905 the Vathena Fruit Growers' Association was organized
with only twelve stockholders. For the first few years it had hard
sledding, due to the opposition from the private dealers, but in spite
of this opposition it has been successful and controls most of the
fruit shipped from that district. Land values have increased from
$20 to $400 per acre. The association handled in 1913 about $300,000

worth of business,

O0zark Fruit Growers' Association,

In the Ozark region of Arkansas and Missouri, there is a
large acreage in bearing orchards, berries, apples and peaches, There
a&re a number of local associations in that section doing good work, but
competing with each other, as well as the independent shipper. As
there was no central organization, they were at the mercy of the middle-
man, In 1904, the Ozark Fruit Growers' Association, composed of in-
dependent shippers as well as organizations, was organized. Counting
independent shippers and members of affiliating associations, it markets
the crops for about 2,500 growers and handles over 69 per cent of the
total output, TtThile it was originally incorporated to handle apples,
it has been of more benefit to the peach and strawberry growers than to
the apple grower.

In spite of opposition from middlemen, it has been successful
from the start, It has standardized, to some extent, the pack of the

Ozark region and its brand is favorably known from Butte, Montana to

15



New York City. It is a model for efficient management, all expenses
having been met by a 3 per cent charge on the products handled. In
the case of strawberries, particularly, the returns to the growers
have steadily risen, as the following figures, showing the average
Price per crate for a number of years after its organization, will
show, This is for twelve local associations before and after they
had affiliated with the organization:

Table No, 1.

Acreage price per crate for strawberries,

1904 Shipping independent $0.90 per crate
1905 Shipping through associations 1,10 per crate
1906 Shipping through associations 1,32 per crate
1907 Shipping through associations | 2.13 per crate
1908 Shipping through associations 1.80 per crate
1909 Shipping through associations 1.93 per crate

The data on the same associations is not available since

that time,

Southern Associations.

Georgia Fruit Exchance. |

Probably the most successful of the Southern Associations
handling deciduous fruit is the Georgia Fruit Exchange. The peach
growers were burdened by the excessive charges of commission men and
had made several attempts to organize, which resulted in failures
from various causes, chiefly; 1st, they did not have adequate finan-

cial support; 2nd, they were controlled and organized by commission
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men; 3rd, they only shipped to large markets and did not properly
distribute the supply.

In 1908 the Georgia Fruit Exchange was incorporated for
$50,000 and started with a pledge of about 50 per cent of the Georgia
peaches., This is not strictly a ssles agency, but members have the
Privilege of shipping through any agency or dealer they may desire.
However, the association maintains agents in the principal markets
to look after shipments, adjust claims, etec. The regular commission
for handling this fruit is 10 per cent, but the Exchange has made a
contract with the various dealers for a 3 per cent refund to the
Exchange to pay its expenses, The organization has been very suc-
cessful and the tonnage handled by it has increased every year,

This increase is shown by the number of cars handled by
it during the season of 1916, Of the state's total of 3,199 cars, the
Exchange members contributed 2,278 cars, or 71.1 per cent, Prior to
1912 the records were not kept so that a comparison could be made,
but since that time the amount handled by the association has in-
creased, as the following figures will show:

Table No. 2.

Per Cent of Total Crop Haendled By Association.

1912 per cent of total crop handled by association 63

1913 per cent of total crop handled by association 57

1914 per cent of total crop handled by association 68,5

1915 per cent of total crop handled by association 67.1

1916 per cent of total crop handled by association 71.1
Approximately all of the 28 per cent that shipped independently
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_represent a few large growers,  About 90 per cent of the growers
shipped through the Exchange.

The East Texas Fruit and Truck Growers' Association,

. One of tkhe most unique fruit growers' association in the
South is the one through which the majority of the tomato growers
near Jacksonville, Texas, market their product . This is simply an
association of growers without capi.al stock - in fact is unincor-
porated. This association was organized at Jacksonville, rexas in
1913, ihe territory covers the country surrounding Jacksonville,
including about Lwentﬁ shipping poinis, At the annual convention
delegates from these shipping points elect & board of directors.
The delegates have one vote for each car load of truck or fruit
shipped from their station the previous season, The board of
directors then elect a sales agent and agree to market all their
fruit through him, “The organization is financed by deducting a
fixed amount per package and paying the sales agent a commission.
This is on a sliding scale, During the year 1914 the association
handled £235,000 worth of products. TUntil the death of the sales
monager last year, he has been employed each year.

The farmers pick the tomatoes and pack them at home under
directions furnighed by the association., While there has been some
trouble over poor packing, the association has been remarkably suc-
cessful,

Previous to the organization of the association, the present

sales agent and two other men were dealing in truck at Jacksonville,
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and there were five or six other dealers covering the verritory sur-
rounding Jacksonville. During the shipping season Jacksonville was
the headquarters of from fifteen to fifty agents representing northern
firms, The industry could not stand this overhead expense and prosper.

The Florida Citrus Exchange.

This orgzanization is a cooperative organization composed of
Florida citrus growgrs. Before the organization of the Exchange in
1909 the fruit was handled principally by speculators., The prevail-
ing custom was to buy the fruit on the tree., The grower then had no
further care or responsibility - the buyer took all the risk, He,
however, allowed a wide margin for this risk, and often the grower did
not realize enough to pay expenses, The more progressive growers
realized that this condition could not continue if the business was to
contimue, 80 in 1909 the Florida Citrus Exchange was incorporated.

This is a non-profitable organization, consisting of three
main divisions: the association, sub-exchange and the Florida Citrus
Exchange. The association is composed of growers of citrus fruit,
and it owns and controls the packing house, devermines the grade and
pack, usually has charge of harvesting, as well as packing the fruit
of its members, and in many cases does the spraying and pruning of the

members' groves, In short, the aésociation has complete charge of the

fruit until it is loaded on the car ready to be sold, As few as three

growers may organize an association, The idea is to have one in every

commnity or at every shipping point,

The sub-exchange is composed of one delegate from each asso-

clation in a county or other division that may be agreed upon., ‘hree
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associations may organize a sub-exchange. The object of the sub-
exchange is to collect into one group representatives of the associa-
tions in a given locality where the growers have the same kind of fruit
or the same habits, for these may be entirely different from those of
another commnity, The principal function of the sub-exchange is a
formarding agent for the grower; it is the point of contact between

the Exchange on one hand and the association on the other. Just as the
assoclation is responsible for its member's fruit from the time it hangs
on the tree until it is loaded in the-car, so the sub-exchange is re-
sponsible to the association from the time the fruit is loaded in the
car until it is sold and paid for by the exchange,

The Exchange is the sales agent for the fruit, They have a
large organization of salaried salesmen in the principel markets, This
organization distributes, sells and collects for the fruit, The pro-
ceeds are turned over to the sub-exchanges for distribution to the as-
sociation and then to the grower.

Vhile this is a somewhat complicated organization, it has been
highly successful, The writer visited k¥lorida in the fall of 1916, met
the president and manager and inquired mimitely into its methods of doing

business, All growers that were interviewed spoke in the highest manner

of its record,

Bastern Associations.

Perhaps the best known association on the Atlantic Coast 1is
the East Shore of Virginia Produce Exchange, This exchange operates

over a peninsula seventy-five miles long by ten miles wide, The growers

are composed of the best vegetable anl small fruit producers in the
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country. Up to 1900 they had two methods of marketing, i. e, con-
signing to commission houses and selling to local buyers. Neither
was very satlsfactory. The large cities were over supplied and the
small ones neglected, also there was too much difference between what
the producer received and what the consumer paid, In 1900 the East
Shore of Virginia Produce Exchange was incorporated. This was a com-
bination of growers and local associations organized to sell directly
to the wholesaler and eliminate consigning,

They have had a hard fight with the commission men, but appear
to have won out through control of products, They have a close con-
tract with their members, and if one is caught selling outside of the
assoclation, he cannot ship through it again that season, He eitler
has to be for it or against it, there is no middle ground.

They have three kinds of members: First, stockholders whp
must own at least one share, but may own more,- share par value {15,
Second, ienants of members,- they do not have to Pay any fee, Third,
shippers only. If one does not care to purchase stock at $15, he.can
ship through the association by paying a membership fee of 1. How=-
ever, he has no share in the dividends and has no vote,

To defray expenses, a 5 per cent commission is charged on
all goods handled by the Exchange, and on consigned goods 8 per cent
1s charged by the commission house,of which 3 per cent is returned to
the association, At the end of the season whatever profits have ac-

crued after paying all expenses and a 10 per cent dividend, one half

1s added to the surplus and the rest rro rated among the shippers,

The paid up capital in 1913 was $42,000 and the surplus
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- $108,000. The refund in 1914 was $46,600., Land values have increased

from $30 to $200 per acre and the association does about 75 per cent of

the business in the district served. The business is rapidly increas-

ing as the following from the treasurer's report for 1914 will show:
Business gross 1913 sececceccsccsso}d,783,910,98

Business gros8 1914 s.ceeececcccces 5.893,942,01

Increase for year 1914 .eeeeceee.0. 1,110,031.03

Canadian Associations,

vhile there are numerous associations in most districts of
Canada, the only concerted action to combine the different associations
into one selling organization, that we have a record of, is in British
Columbia, There were a number of fruit selling associations in Brithsh
Columbia, 21l competing with each other as is the case in many other
places, After the disastrous year of 1912, a mumber of the most prom-
inent growers determined to hzve a better understanding among the dif-
ferent selling organizations. Through the medium of the British
Columbia Fruit urowers? Association, the matter was taken up with the
Provincial Government and a bill known as the Agricultural Association
Act was passed,

The greatest trouble in organizing associations of any size
in British Columbia appears to be a lack of proper finances., This
bill provides that the Government may loan 80 per cent for twenty
years at 4 per cent interest on the amortization plan to associations
organized under this act and having 20 per cent of their capival stock

paid up by the growers, The brings the payments up to 7 1/2 per cent

annually, but will cancel the debt in the iwenty years. As security,
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the government has a first mortgage on the real property of the as-
sociation, a2nd in additioﬁ may call up the unsubscribed capiial,

Many of the local associations reorganized under this act,
and they combined themselves into a central selling association Xmown
as the Okmnogan United Growers', Ltd., The stockholders are repres-
entatives of the affiliating locals and have a vote approximately in
Proportion to their tonnage. They claim to control about 70 per
cent of the output of the district.

No attempt has been made to even mention all the different
districts that have good marketing organizations, much less the in-
dividual associations. More attention has been given to California
and the Northwest, because the best type of organization has been
developed there and a larger percentage of the products are marketed
cooperatively than perhaps any other part of the country, Neither
has any attempt been made here to differentiate between the strictly
cooperative organization controlled and owned only by the producers
and the ones that may have outside capital invested and look to divi-
dends on their stock for a profit on the investment,

Particular attention should be directed to the fact that
all of the successful associations have arisen from absolute neces-
sity. In other words, they have filled a real need.

Special attention might be directed to points of similarity
and difference in the California Fruit Growers! Exchange and the
Florida Citrus Exchange. Both have locals that deal with the central
exchange through sub or district exchanges, In Florida, the local or-

ganization has charge of the harvesting, Picking and packing, but does

23



no selling. All is sold by the district exchange. On the other
hand, the California Fruit Growers! Exchange does no selling, but
furnishes salesmen through which the local associations may sell if
they desire, These may be taken as types of successful cooperative
assoclations and compered with such organizations as the East Shore
of Virginia Produce Exchange and the Georgia Fruit Exchange, which
are strictly stock companies,

The different organizations might be compared and their
forms of organization and administration discussed, but probably no
useful purpose would be served,

REASONS FOR MARKETING ORGANIZATIONS.

Other Producers Organize.

Producers of many commodities are organized and some, such
as the Standard 011 Company, American Tobacco Company, Tnited States
Steel Corporation and Intermational Harvester Company, have b_ecome
80 powerful that the federal government is trying to dissolve them,
Many of these manufacturing ani distributing companies are so organized
that their products are sold for an established price over the entire
country, as in the case of kodak supplies, for instance. The courts
have just decided that the mamufacturers of cream of wheat may refuse
to sell to merchants that sell below the price they establish, There
1s practically no difference in price of lumber for the same grade in

a ceriain city regardless of the dealer making the quotation on his
source of supply.

The nurserymen who supply the orchardist with his trees
have formed a national assoclation. They work in harmony, and rarely
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Plant more than enough to supply the demand for a given season. There
is practically no difference in price quoted by different companies foi'
a8 given district. If more trees are grown in a season than can be dis-
DPosed of for a profit, they are destroyed, not sold cheaply to compete
with next season's demand.

Producers of ceriain farm products are organizing to determine
the amount that shall be grown and the priece it shall be sold for. As
an example, an association of tobacco growers representing fifty million
dollars was organized in Lexington, Kentucky, in May of this year (1915)
to fix the grade and price of tobacco and protect the growers against the
American Tobacco Company,

A1l these associations have been organized either to 1ncfease
Profits or to protect their respective industries from competition,

Organization of Distributors.

Commission Merchants,

Originally the commission man was the shipper's agent. He
was employed to receive the products shipped; to give them such care
as was needed in inspecting, repacking, etc.; to sell for as high a
price as possible and collect and remit the proceeds to the shipper.
He was usually compensated by a commission on what he sold. This
should have -been an inducement to get as high a price as possible.
Very often this is not the case, however, for the commission man may
be a dealer also and sell to himself or to some other dealer with whom
he has an understanding as to the "rake off"™ he will receive.

As the market 1s at present organized, the honest-commission

men apparently f£ill an important position, They have their regular
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ratrons, or customers, and each has his list of shippers to secure the
products from, 1t is when they make dishonest returns or combine to
control the market to the disadvantage of the producer that they are a
menace,

A commission man is employed: lst.- Because the grower is
unable to go to the market and dispose of his products personally -
his time is too valuzble on the farm, 2nd.- Even if he could be present
at the market, he has limited facilities for handling and disposing of
his products and often he has had little training along business lines,
3rd,- A men who devotes his entire time and energies to selling should
be better able to dispose of the products profitably than the grower who
is concerned only with production. Often, however, there are too many
commission men for the amount of business done. If this business has
to be divided among a large number of middle men, it means thzt each
must make o larcer commission, in order to 1live, than 1f the same amount
of business was done by a smaller number of dealers. This applies to
both wholesalers and retailers.

Usually the commission houses are SO organized in each city
thet the producer must sell through them entirely or they will handle
none of his products. They are also frequently so organized as to in-
timidate the jobber and retailer, If they buy a certain article out-
side, the commission man refuses to sell them other supplies, or if he
does sell to them, it will be at a premium over what their "loyal" com-
DPetitors are paying.

Not only are the commission men of each district organized,

but there is a National League of Commission Merchants, numbering among
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its members the most influential, as well as the largest, dealers in
19349 128M

the country, In 938 the league had a membership of 483 firms from

¢o

88 cities, lany of these firms meintained branch offices in the

Principal cities, so as to be in close touch with the business of the
entire country, i

R e —— L —

Jobbers,

A jobber is a wholesale fruit dealer. He buys the fruit
from the producer, from a dealer or through a commission man or broker.
There may be one or more jobbers iniervening between the producer and
the retailer, A jobber may also be a commission merchant; in fact,

meny act in bvoth capacities,

The fruit jodbers have a number of organizations of which the
Western Fruit Jobbers of America may be talen as an example. In -faﬂ—
this organization alone had gg—members scattered over the principal
Western markets. They have the same ideals and work in harmony with
the National League of Commission Merchants and the International Apple '
Shippers' Association. The latter organization is composed of both
Jobbers and commission merchants,

These assoclations have standing committees on legislation,
transportation, refrigeration, express, storage in transit and, in
fact, all things that affect their interests, The secreiary has a
1ist of g1l fruit dealers with their rating and this is avallable for
their members. They have a committee on arbitration to settle dis-
Putes between their members or between a member and another dealer or

14 ,
shipper, 1In the year ieie—, they expended over $10,000 in conducting

the affaips of the association, Thile they are operating in their
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own interest, they have greatly alded the business as a whole by secur- ‘

ing better transportation. The need-of cooperation among dealers is
fully realized, as.the following extract from the report of ¥m, D, Tid-
well,--Secreiary of the Western rruit Jobbers of America at-the anmal
convention-Famuary 9, 1914 will show:

" I doubt seriously if there has ever been a peridd‘

in commercial history when organization and coopera-

tion was more necessary than during the past ten

years, and this is especially true in your par-

ticular line of business.”

Retailers,

The most expensive part of the distributing system is the
retailing. The greatest increase in price between the producer and
consumer is that between the wholesale and retall price., The retailer
1s not to blame in all cases for the increase in price, as he is under
heavy expense of delivery, rent, telephone and salary of clerks, There
is a large amount of loss on some of the more perishable products that
has to be considered in determining the retailer's profit, But even
this cannot account for the great increase in the price which he often
charges,

Perhaps the greatest fault in retailing, as a whole, is the in-
flexibility of prices. Vholesale prices reflect the difference be-
tween supply and demand, but often, when wholesale prices have gone
very low, retail prices are almost the same as when products were
scarce, although they rarely fail to rise with wholesale prices. This
attitude results in less consumption than would be the case if retail

prices were lowered, as the supply increased and the cost to the revailer
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decreased, vhile this is the case with unorganized products, it is
not so where they are distributed through a strong marketing organiza-
tion, A report by G.-Harold-Powell, Genersl-Manager of the-California
Hruait - Growers'-Assoeiation-of America at Memphis,-Tennessee, Jamuary 16,
1916, presented a chart showing that in the case of California- oranges
retail and wholesale prices fluctuated with almost mechanical.exactness.
Practically every city of any importance has its retail mer-
chants' association. This association looks after the rating of cus-~
tomers, collections, etc. The merchants also frequently have an un-
derstanding as to the prices they will pay farmers for produce each
day, as well as the prices to charge consumers. If there were not
an understznding and combination of distributors this uniformity of
Prices would be impossible, for some uninformed dealers would sell at
a price nearer to what they had to pay for the products and the others

would hzve to follow or lose trade.

There the producers of most products that the farmer has to
buy are so organized as to protect their business amd say what he shall
pay for what they sell him, and where the distributors of farm products
are so organized as to dictate the price at which he may sell, it cer-
tainly behooves the fruit grower to organize and have a voice in at
least determining the price at which his own products shall be sold.

A8 1s shown by the history of most fruit sections, the growers do or-

ganize or are forced out of the business

riminated inst.

The unorganized producer is discriminated against at every

turn, tvhen selling through a commission men he may have to pay more
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than one commission., The man to whom he consigns, selling to another,
and then to a jobber, znd all taking toll for their trouble. Fre-
quently the commission man may also be a dealer, s0 the producer is
fleeced in two ways: 1lst, - The commission man sells ssl@® to himself

‘at as low a price as he thinks the shipper will stand for and offers

as an excuse that the market is low, 2nd. - Not only does tle dealer
make a large profit by getting his products at a low price, but the seller
is also charged a commission on the sale. In order that the practice may
not reasily be detected, the firm often operates under two names., If

the shippers should be suspicious and demand to see the blll of sale, it
would not show that the commission merchant was also the buyer, or, as

has been mentioned before, that there was an understanding between job-
ber and seller to split the profits. There are also instances where

the sale has been made at one price and a lower one reported to the
shipper, the dealer pocketing the difference.

A8 mentioned before, retail prices are very reluctant to go
lower as the wholesale price is reduced. Often there is & fluctuation
of as much as 100% in the wholesale price of a given commodity in & season,
and yet there will be practically no difference in price to the consumer,
In this case, botlL the consumer and producer are discriminated against.
The consumer pays more then he should and the producer gets a very small
percentage of what the consumer pays. The result is a lower consumption

and much produce goes to waste,

lany examples might be cited as to the great difference be-

tween the price the farmer receives and what the consumer pays, but
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the following will illustrate the point:-

Governor F. E, lcGrove, in a recent message to the Viscon-
sin legislature, cites a number of examples, among which are the fol-_
lowings:

Fammers of ‘mupaca County were selling poiatoes at 30 cents
per bushel f, o, b. cars, The expense of shipping was 6 1/2 cents
per bushel, yet the consumer in lMilwaukee was paying 85 cents a bushel,

or a difference of 133 per cent.

Cabbage that was selling for (33. per ton at River Falls,
.isconsin was costing the consumer in Chicago $300. a ton, while the
freight was only 43, per ton, or a profit to the various middle men
of 250 per cent.

The new York Sun of December 27, 1912 says that lirs. Julian
Heath, of the Housewives League, found that Baldwin apples were selling
wholesale for 52,59 per barrel in New York City for No. 1 stock. She
attempted to buy them at retail and found them very scarce, many stores
having none, TVhere she did find them on sale, the price was 15 cents

per quart, or a profit of over 300 per cent.

Mr, E. H. Shepard, Editor of Better Fruit, Hood River, Oregon,
says that hLe knows of cases where apples were netting the growers $1.,50
per box, freight 50 cents, wholesalers profit 20 cents, making a cost
to the retailer of $2.20, yet they were retailing at the rate of (6.
per box, Only this spring (1915) beans were netting the growers of
Crysval Springs, lississippi 20 cents per bushel, the hamper cost
10 cents, freight and comnissions to Chicago 35 cents, or a total cost
to the retailer of 65 cents per bushel, yet the consumer in Chicago was
paying 15 cents per quart, or $4.80 per bushel.
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The Mayors' lMarket Commission of New York estimated that the
retail grocer made on an average of 20 to 25 per cent profit, therefore
he must handle many articles at practically cost and meke up on things
that =z re unorganized and on which there is no established price. On
sugar there is almost no profit, yet the dealers handle it because the
consumers demand it amnml the producers are so strongly organized that
the dealer has to pay what they ask, Often the retziler is supported
by the home press, for he is a good advertiser and the farmer rarely
advertises and vwhen he does it is individually and unsystematically.

Another case of discrimination that might be cited is the
attitude of our government toward the tariff, The industries that
are well organized are protected, but on farm products that are un-
organized, the tariff is practically removed,

In nothing perhaps has the shipper of fruits been dis-
eriminated against more than in the matter of transportation, espe-
cially in refrigerator cars. Refrigerator cars were perfected in
the late seventies and after several years in the fresh meat trade
were firsf employed in carrying fresh fruit in Michigan, In 1888
they were for the first time used in transcontinental trade by the
California fruit growers. At first there were a number of re-
frigerator lines operating over the Southern Pacific out of Cali-
fornia. In 1898 the Southern Pacific announced that they would only
operate cars of the Continental Fruit Express, an Armour line, and those

of the Earl Fruit Company. In about a year the Earl Fruit Company sold

their cars to Armour. This gave the growers no relief, for at the same
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time, Armour secretly bought the Earl Fruit Company, although operat-
ing it under separate management, The Armour Company was stronger
than The Earl Fruit Company and compelled them to sell by secretly
giving rebates so they could not compete.with them,

In 1904, Jas, Watson, who had been president of Porter Bros.,
a large fruit firm in California until its failure in 1903, publiely
testified before the Interstate Commerce Commission that for years he,
as an individual, had leased cars from the Fruit Growers'®' Express at
mich less than the published tariff and then rented them at the full
rate to Porter Bros. and its affiliated houses and pocketed the dif-
ference. His profits from this source were ofteﬁ as much as {50,000
per year. The Southern Pacific Railroad also publicly testified that
its published tariff was the maximum; to be collected only in exceptional
cases - as from the small independent shipper. While the.puﬁ}ished rate
from Sacremento to Chicago was {80 per car,- Mr, Tatson testified that
he often obtained cars for £10.35, keeping the difference.

Before 1904 the charge was {125 per car from California to
Chicago, with a further charge of {25 per car for cars carried on pas-
senger trains. As the bulk of refrigerator cars were carried by pas-
senger trains, the growers were forced to pay this extra charge. By
1906 the rate hzd been reduced to {70, In 1904 the Santa Fe Railroad
put its own cars on to compete with the Southern Pacific, but as they
granted the same secret rebates it afforded the growers little relief,

The Armour refrigerator lines are so strong ard have such

large shipments of freight, that they can compel railways to use Armour

refrigerator cars, or they will divert freight over some other road,
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An example is the Plere Marquette Railway in Michigaﬁ._ This Railroad
was too small to furnish enough cars to the growers, so it signed an
agreement in 1902 to use only Armour cars., Using this as a club, the
Michigan Central was forced into a similar agreement the next year by
the Armour lines. Vhile the service is good, the charges are ex-
orbitant, as the following examples will Qhow:

Before using the Armour cars, growers paid $7.50 for icing
from Manhattan, Michigan to Deluth, MMinnesota. The next year Armour
charged $45 for the same service. From Paw Paw, Michigan to Dubuque,
before Armour furnished cars, the charge was $10, afterwards it was
¢37.50, From Grand Rapids to Boston originally cost $20. Armour
forced the growers to pay $55 per car. Not only were they making
this extra charge for icing, but the railroads were paying 4 cents
per mile for the use of the cars.

Mr, W. %. Summers, in an address before the Vestern Fruit
Jobbers Association, said: "From Chicago to Fennville, Michigan, a
distance of 137 miles, Armour chargced @25 for icing. From Chicago
to Chautaqua, New York, on a non-Armour line, a distance of 550
miles, which is over four times the above distance, the charge was
$10. Again, from Cincinnati to lobile, Alabama, over the Louisville
and Nashville, Armour charged $45, while from the same point to New
Orleans, over the Il1linois Central, a non-Armour line, the charges
were only $11.37."

There has been some relief from these exorbitant charges

through the Interstate Commerce Commission, but this was at the
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instigation of the Commission Merchants and the railroads and not be-
cause the growers, as an organized body, had protested.

After allowing for taxes, insurance, repairs, ete., it is es-
timated that the farmers of the United States on an average make §700
per year net on their investment and labor. This is less than {2 per
day to provide food, clothing and care for a family that averages four
persons. Gross returns for the past few years have increased, but, also,
have expenses, Labor is higher, clothing, implements and, in short,
everything the farmer has to buy has increased more than his income.

To make this clearer, it can be contrasted with the amount of
time other producers work to earn §l1. The mechanic that makes the
machinery, shoes, etc. used by a farmer, works on an average of three
hours to earn $1. The railroad employee that runs the trains that
carry his produce to market works two and one-half hours to earn a
dollar., The farmer who does all the work of producing, takes all
the risk of unfavorable weather, marketé, etc. has to work ten hours
to earn his dollar. There 1s certainly discrimination somewhere.

Organized for Self Defence.

Every group of persons, except the ones who produce food
and those who consume it, appear to be organized to protect their own
interests and get as large a profit as possible out of it, It would
seem logical that the producer must 600perate to protect his interests,
In some cases the consumers have organized to study the high

cost of living, and, in a few instances, to try and assist the producer

in reducing the cost between what they pgy and what he receives. Such
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an organization is the Housewives League of New York Cityv. They found
thzt many staple articles, such as sugar, and highly advertised ar-
ticles, as Gold Dust, Quaker Oats, etc. were handled at almost cost,

In order to meet the cost of doing business other commodities that had
no organization back of them, such as most farm products, had to bear
the cost of handling these articles,

There has recently been organized in California a Citrus Pro-
tective League to look after the citrus industry, They have conducted
a strenuous campaign against the removal of the duty on lemons, They
have also been instrumental in getting the rate on lemons to the East
reduced from $1.10 to $1 per cwt, It is estimated that this alone
saves the growers $200,000 annually, They now have up with the Inter-
state Commerce Commission the matter of charges for reicing cars., The
railroads claim that the shippers have no right to pre-ice cars, that
icing is a part of transportation., The League is trying to prevent
the railroads from collecting $30 per car for icing pre-cooled and iced
cars that do not require to be reiced before shipping. This League
numbers among its members the most prominent growers and shippers of
the state and is filling a want., They do not attempt to do anything
already attended to by any existing organization,

This was one of the ideas of the Fruit Growers' Council and
is a function partially perfonned- by such organizations as the Fruit

Growers' Association, Inc,

Economy of Operations,

Ship in Car Lots,

The unit for shipment is the car. Not only is the rate less,
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but much better service is obtained than where less than carload ship-
ments are made. The time is quicker, for the car is not held for load-
ing and unloading, and the produce is not handled after it is placed in
the car until it arrives at its destination. Less than carload ship-
ments are necessarily limited to nearby markets, while car shipments

can be made to distant markets, or wherever the best market can be ob-
tained, thus the carload shipment has a much wider range of markets

than the small shipment.

With many crops, like strawberries, it is not easy for one
man to grow enough to ship a car before the first picked are too ripe
for shipment. Witk many fruits, such as peaches or grzpes, a small
acreage is profitable, if oné can combine shipments with other growers
and ship in car lots.

Growers often hav? a wide variety of products, but not enough
to market a car alonse, By shipping all of a given vafiety together,
}:he district becomes better known for a particular product. Often
dealers want a straight car of a particular product of a given grade
that few growers can fill, For example, a dealer may want a straight
car of Spitzenburg apples,88 to the bbx, extra fancy grade, - No one
grower, perhaps, could fill the order, but it would be very easy for an
assoclation to do so. Straight carloads of a given grade and wriety
are more easily disposed of on the large markets than mixed cars of
various varieties and grades. Frequently the expense of handling a
small shipment is as much as for a carload.

Exploit New Markets.

Few growers can afford the expense of exploiting new and
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untried ma.rketsl. They have to ship to markets where they have an
established trade, although there might be a better market in other
places, but, individually, they cannot afford the expense of a trial
shipment or of sending a traveling representative to investigzte.
All of this can be undertaken by an organization at small individual
expense., They can send & traveling representative to the smaller
markets and secure a much wider distribution of the products,

Until the northwestern. aprle growers were well organized,
box apples could not be found outside of the large cities., They
are now offered for sale in practically all parts of the country.

As an exainple of how northwestern apples were distributed in 1915
the following figures from a report of Charles J. Brand, Chief of
Markets a.n;i Rural Organizations, United States Department of Agri-
culture, are taken, showing the number of cars reported by the rail-
roads as moving to the destinations shown below:

Distribution of Northwestern Box Apples in 1l 91 5,

Table No. 3.

Alabama.

Birmingham 15
Montgomery 1l
Arizona,

Bisbee 8
Douglas 3
Phoenix 20
Tucson 4
Miscellaneous 2
Arkansas,

Little Rock . 4
lliiscellaneous 2
California.

Fresno 13
Lodi 5
Los Angeles 290
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California (Con't,)
Oakland

Sacramento

- San Diego

San Francisco
Stockton
Miscellaneous

Colorado.

Denver

Colorado Springs
Pueblo

Trinidad

Yray
Miscellaneous

Connecticut.
Bridgeport
Hartford
New London

Georgia,
Rome

Idaho,
Moscow
Pocatello
Tallace
Miscellaneous

Illinois.
Chicago
Rockford
Miscellaneous

Indiana.
Indianapolis
Miscellaneous

Iowa.
Burlington

Cedar Rapids
Davenport

Des Moines
Mason City
sioux City
Taterloo
Miscellaneous

39

28
13
34
329

™ U1

11

25

704

Lol A1)

(<] ™
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Kansas.

Dodge City
Independence
Salina
Wichita
Miscellaneous

Kentucky,
Lexington

Louisville

Louisana.
Lake Charles
New Orleans
Shreveport

¥aine.

Bangor
Portland
Miscellaneous

Maryland.
Baltimore

Massachusetts.
Boston

Brockton
Springfield
Vorchester

Michigan.
Detroit

Grand Rapids
Miscellaneous

Minnesota.
Crookston
Duluth
Minneapolis
St. Paul
Liscellaneous

Missouri.
Joplin
Kansas City
st, Louis
Miscellansous

[ 2 B BRI

(oo o

51
14

-

17
104
332
127

59
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Montana.
Anaconda
Baker
Billings
Bozeman
Butte
Chinook
Cut Bank
Deer Lodge
Dillon
Glasgow
Glendive
Great Falls
Harlowtown
Havre
Helena
Lewistown
Livingston
Miles City
Missoula
Outlook
Roundup
Shelby
Sidney
Sweetgrass
Vhitefish
Malta
Miscellaneous

Nebraska.
Alliance

Crawford
Grand Island
Lincoln

North Platte
Omaha
Miscellaneous

New Hampshire,
Manchester

New Jersey.
Jersey City

New_York.
Buffalo
Elmira

Le Roy
New York
Rochester

Suspension Bridge

Miscellaneous

110

13
32
203
166

13

15
144
35
1025
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North Deakota,
Beach
Bismarck
Bowman -
Crosby
Devils Lake
Dickinson
Drake

Fargo

Grand Forks
Jamestown
Langdon
Leeds
landan
Minot
Portal

Ray

Rugby
vValley City
Vahpeton
williston
liscellaneous

Ohio,
Cincinnati

Cleveland
Toledo
Miscellaneous

Oklshoma,
Enid
McAlester
Muskogee
Tulsa
Oklahoma City
Miscellaneous

Washington.
Aberdeen

Everett
Seattle
Spokane
Tocoma
Miscellaneous

Tisconsin,
Milwaukee
Miscellaneous

19
89

15

57
40
22

10

261

25

32
57
153

10
30
438
228
39
43



Tyoming.
Cheyenne
Diamondville
Laramia

Rock Springs
Sheridan
Miscellaneous

District of Columbia.
Tashington

CANADA,

Alberta
British Columbia

Manitoba
Australia
Saskatchewan
Ontario

cuebec
Hawaii

Oregon,
Portland

Miscellaneous

Pemmsylvania,
Philadelphia
Pittsburg
Miscellaneous

Rhode Island,
Providence

South Dekota.
Aberdeen
Deadwood
Huron
Mitchell
Rapid City
Sioux Falls
Miscellaneous

Tennessee.
Memphis
Nashville
Miscellaneous

Texas
o]

Beaumont

43

94
12

11
37

20

147
147
45
34
199
15

80

14

74
73

47
19

17
28

10
51

23
25



Texas (Con't.)

Corpus Christi 6
Dallas 63
El Paso 13
Fort Torth 96
Galveston 4
Houston 52
San Antonio 20
Texarkana ‘ 4
Waco 25
Miscellaneous 98
Utah.

Ogden 5
Salt Lake City 14
Miscellaneous 2
Virginia,

Norfork 2
Test Virginia,

Charleston 3
Miscellaneous . 1

Total 0.050.'0..0..0.9407

The following excerpt from & report by the North Pacifie
Fruit Distributors, dated March, 1915, shows how fruit may be distri-
buted by a large marketing organization:

"Distribution from 1914 to date covers 231 cities

in 38 of the United States and 20 cities in 6

Canadian Provinces, and 475 cars have been ex-

ported so far to 15 foreign ports and thence to

numerous interior markets,m ,

Oranges and lemons are found at every cross-road grocery
at a reasonable price, due to the thorough marketing system of their
merketing associations,

Another example of what an organization can do in intro-
ducing a new product or a new brand is shown by the introduction of

the Sun Maid brand of raisins by the California Associated Raisin

Company. They claim that in a 1ittle more than a year more packages
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of Sun Maid raisins were sold than had ever been sold of any other
brand in a like period. Intensive distribution has been established
in some states; For instance, in New York state, out of 272 jobbing
towns. all but 79 purchased this brand of raisins., A representative
covering Texas, Oklahoma, Arkansas and Tennessee placed Sun lMeid
raisins with each jobber visited.

Reduce Selling Expense.

During the height of the marketing season it is very desirable
that the shipper be informed daily by wire concerning the supply and de-
mand of the markets - which markets desire fruit and what kinds, and the
ones that are over supplied. Vhen fruit from the northwest was first
shipped to New York and Chicago it was mmch superior to that on the
market, consequently it sold for almost fabulous prices, The next year,
on the strength of these prices, every one who had good fruit to ship
sent it to these same markets, with the result that they were glutted
and the smaller markets neglected.

A grower acting individually has no way of learning conditions,
while through a strong marketing organization, reports can be received
every day from the principal markets throughout the country, showing the
demand and prices that may be obtained, Such an association is also

in a position to determine the rating of the purchaser,

It is not only necessary to know the market's demand, but is
desirable to learn what other fruit districts are doing, what fruit they
have for market, and where they are shipping it, For instance, if in-

dividuals in North Yakima, Hood River and Venatchee, all have a car of
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the same variety to ship on the same day, unless they have knowledge
of what the other one is doing they all may ship to the same point at
the same time, and it might happen that they would ship to a market
that could only consume one car, Such a practice would result in the
demorzlization of that market, whereas, if the three cars could be pro-
perly distributed, cities that would otherwise have been neglected are
supplied and a good price realized on all the fruit,

The dealers are equipped with a knowledge of the market de-
mands and the growers competing with them in selling must have it also.
Large associations can have representatives in the primary markets to
look after their interests. If there is any claim of fruit not being
up to standard the representative is there to adjust it, whereas an
individual would have to go to a great deal gf expense or accept the
buyer's version, A large association can afford to employ a high grade
mansger, one who thoroughly knows the business, while a small organi-
zation, or an individual especially, could not; |

The North Pacific Fruit Distributors, during the first thirty
months of its inception established branch offices in twelve of the lérgest
cities of the United States and established exclusive brokerage connec-
tions with 105 brokers.

The Florida Citrus Exchange has a very elaborate sales system
covering the United States. An association handling citrus fruit ex-
clusively, such as the Florida Citrus Exchange, has little need for

its sales force the entire season, They must either be discharged dur-
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ing the slack period and another force built up during the shipping
season or be maintained at a high cost when there is little need for
their service. The same condition exists with an organization handling
deciduous fruit exclusively. However, the heavy shipping season for the.
two organizations just mentioned comes at different times of the year,
The president of the Florida Citrus Exchange told the writer last fall
that arrangements had been p;actically completed with the North Pacific
Fruit Distributors for the two organizations to use the same selling
mechines, Not only should such & cooperative arrangement reduce selling
expenses but should render the sales force more efficient.by their being
able to offer the trade something the year around.

Fruit must be harvested when ripe and most of it has to be
marketed during a very short period. So a large number of markets
mst be supplied if the crop is to be sold for a profit, The annual
average production of apples for the United States from 1895 - 1900
was 50,609,000 barrels; from 1905 - 1910, 26,844,000 barrels. These
enormous crops must be harvested during a few weeks and a large part
placed on the market at once. The growers should not be expected
to do more than properly harvest the crop, allowing the organization
to market it. In fact, it is impossible for the growers to individ-
ually ﬁarket it profitably. They must have their own organization or
market through fruit dealers to whom they may have to pay the largest
portion of the selling price for the marketing privilege.

There are & large number of factors that enter into the cost

of placing products in the hands of the ultimate consumer. The various
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items of expense vary widely between gemeral farm products and fruits
as a comparison of the tables below will show:

Table No, 4 shows the cost of marketing general farm pro-
ducts all over the United States as estimated by the Federal Government:

Ccost of Marketing Farm Products.
Table No. 4.

Received by prOducers 0.....'.‘..'.....00.0000.00000000004601‘70
Allowed for reasonable selling expenses and dealers'

and retailers’ DrOfits s.eeecscecocececs sosssssesasd8.lPb
Taste under existing marketing conditions seeeeseeeeeesso12.0%
Received by I‘Sil\’t'a.ys ® 0 080 0000000000000 0000000000000000000 308%

The only systematized work that has been done to accurately
determine the cost of selling fruit is by G, Harold Powell, General
Manager, California Fruit Growers' Exchange. This investigation covers
the years 1914 - 15 through the cooperation of jobbers and retailers
with agents of the Exchange. Over 12,000 price reports have been con-
sidered in this survey.

The tables below show the amount of the consumer's dollar

that the various agencies secured:

Cost of Harvesting andi larketing Citrus Fruit.
Table No. 5.

1914,
Per Box,
Fruit On tT€@ .eeeveeoceccoasnocronsnscnssslyls2896 27.7%
HArvesting cecececcecscacecccssovsessscscsce 1058 2.3%
PACKING sevececsscssossssssssassssssssecces o3246 7.0%
SEL1ING vevescocsssssseasccsssscsseasccacss 0660 1.4%
F. O. B. C2lifornia .uveceeececencecacocsnessiyls786 38.4%
Freight and refrigeration sieee.esseessesss o954  20.5%
Delivered price o..nooco-ooooo.o.oo..oooooo$2.74‘ 58.9/0
Jobber's margin (8ross) seceseceecccsccsscee 42 9.0%
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JObber's price LI R R I R A A A R N I N I YA W N I I RN A Y -$3.16 67.9%

Retailer's margin (gross) 000000000000 000000 0 1049 3201%
CONBUMEYr DBYS cesecesscsecsssccscncsocsonsoesenldsbd 100.0%
1915,
Per Box,

Fruit on tree 0000000000000 000c00000000000 0 $201896

40.
Harvesting 0000000000000 0000000c00000c00000 01058 109%
Packing 0000000000000 00000000000c00cc0000000 05246 6-0%
Selling © 0006000000000 0000000°0000000000000000 00660 102%
Fo Oo B. Califomia 00000 c00cc0er0ccccsnnooe :,3‘)2.686 4904%
Freight and refrigeration ®00ccco00cecccnnce -954 1706%
Delivered PriCe cecee.ccoocvecvesecocscsncse 43,64 67.0%
Jobber's mrgin 0000000000000 000000000000000 044 851%
Jobber's Price R o000 ec0essssss00000000 $4008 7501%
Retailer's mrgin 0000000000000 00000000000 1.55 2439:)
COnS‘leeI‘ pays 0000000000900 0000002900000000e09 $5.45 100-0%

ot only did the citrus fruit grower actually roceive more
of the consumer's dollar, after paying the association's selling ex-
pense, but the amount paid to jobber and retailer was less than the
selling expense of general farm cf0ps. If tke difference between
freight and refrigeration (17.6% in the case of citrus fruit against
3.8% for general farm products) is considered, the California fruit
growers who market their highly perishable products through a strong
marketing association, receive a much larger per cent of what the
ultimate consumer pays than does tke average farmer for his pro-
ducts, most of which is marketed independently,

A comparison of lir. Powell's figures for 1914-15 seem to

show that the association is growing more efficient. The Jjobber's

per cent of profit has decreased, and not only has the retailer's per

cent of profit decreased, but the actual margin per box is less in
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1915 than in 1914, and the amount the grower received is greater.

Purchase Suprlies in Cuantity.

Most fruit growers' organizations also purchase supplies for
their members at wholesale affecting large savings in cost. Ilumerous
examples of this saving might be cited, among them are the following:

Mr. Wilmerth, of the Rougue River Valley, Oregon, says, "Ve
are saving from ten to twenty per cent on our boxes, nails, paper and
spreying material", Prior to the formation of the Southern Texas
Truck Growers' Association, the growers were buyins their seed indi-
viduelly from tlhie regular ceedmen throughout the United States, Tue
average price for yellow onion seed was {2.50 per pound, and for
crystal wax’$4. per pound., The association was organized in 1896, and
the next year lr. Campbell, the Manager, made a trip to the Canary Is-
lands and made a five year contract for yellow seed at 80 cents and
cerystal wax at {1 per pound.

The farmers of Annapolis Valley, Viest Virginia formerly pur-
chased their fertilizers through a number of dealers, none of whom got
enough of the business to ship in car lots, consequently the price was
high, Vhen the United Fruit Company, a cooperative associat ion, was
organized, the fertilizers for the members were purchased wholesale at
a very great saving.

After the San Francisco fire in 1906 lumber was in such de-
mand there that the lumber compznies notified the California citrus

growers that box shooks would be advanced from 13 cents to 21 cents,

This notice came from & lumber company controlling 95 per cent of
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the pine box material, They also demanded that the growers agree
to purchase their entire output from them, amounting to 15,000,000
boxes annually.

The growers appealed to the California Fruit Growers' Ex-
change for relief, although it was not a purchasing agenc&. By
hunting up small 1ndépendent mills in Northern California and Oregon
it was emabled to supply the needs for that year. This, in spite of
the opposition of the lumber trust, which in those cases offered to
supply certain locazl associations with shooks for as low as 1l cents.
The growers had had enough experience in cooperation to understand
the necessity of loyalty and they supported the Exchange,

In 1907 the Fruit Growers' Supply Company was organized with
the same officers as the Exchange. The Exchange had {1,700 capital,
80 it is not financed as a purchasing agency. It was necessary for
the Supply Company t0 have ample capital to operate on, for the object
of the organization was to purchase large quantities of supplies for
cash aml supply the members' needs during the season, This capital
was obtained by an assessment of 3 cents per box for five years., As
they handle about 10,000,000 boxes annually the association was as-
sured of §$300,000 per year, They fought the lumber trust until 1910,
operating at a cost of 13 1/2 cents per box, while in some cases the
lumber interests were offering to supply them at 11 cents. The
growers knew that 11 cents was less than the cost of material, Ex-
perience had taught them if they deserted their own organization that

they would have to make up the difference to the lumber trust later.
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In 1910 the lumber interests gave up the fight. In the
meantime the Supply Company had purchased 250,000 acres of timber in
Northern California, containing approximately 560,000,000 feet of
lumber. They constructed a modern saw mill, and sell all kinds of lumber
in the open market amd supply about half of the box material used, or
enough to establish the price. This has remained at 13 1/2 cents, al-
though the price of stumpage has risen to where it should be worth
15 cents. Every additional cent's cost would mean about {129,000. per
year to the industry.

Their activities have not been confined to box material, but
they are now furnishing all supplies needed in the orchards, Formerly
they were paying $2.50 per keg for nails and using 16,000 kegs per year,
bought independently. They now buy all from one steel mill at a
20 per cent saving,

Before the organization of a Supply Company the farmers were
paying {300,000, anmually for lithographs, buying from a number of
houses, each local making its own purchases. The Supply Company buys
the same amount from two or three companies for two-thirds of the amount,
or a saving of $100,000 here.

Avout 200 carloads of tissue paper is used amnually for wrap-
pers. By buying this as one order the Gompany is saviﬁg £400,000. an-
nually.

A potash syndicate controlled the supply of potassium cyanide,

used with sulphuric acid, to fumigate against certain scale insects.
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The syndicate practically controlled the world's output of potassium
cyanide and refused to deal with the Supply Company direct.

After considerable experimenting the Supply Company ob-
tained a sodium cyanide that was even more effective than the potassium,
at a cost of 22 cents per pound, whereas, before,the growers had been
paying 27 to 30 cents for the potassium, They handle about 600 tons
amually and have also reduced the price of sulphuric acid from a maxi-
mm of $24. per ton to an average of $18; per ton,

It is supplying its members with fertilizers at ; great
saving as well as securing a standard product. This has grovn to be
one of the largest items of the business,

For the year ending July 3lst, 1914 they did a business of
$3,360,000, It handled 10,355,000 boxes, 214 cars tissué wrapping
paper, 40 cars nails, 445 tons cover-crop seed, 600 tons sodium nitrate,
1500 tons sulphuric acid, 26,000 tons of fertilizers, as well as a
large quantity of miscellansous supplies,

After paying a 6 per cent dividend on the‘capital stock of
$100,000,000, they have refunded to the members {47,000. and added
$5,000, to a sinking fund. Had the supplies been handled for the
members at market prices there would have been a much larger refund,

Up to the present the ldea has been to charge members only enough pro-
fit to cover costs of operationmn,

They are intending to gradually change the plan and sell
at market prices and refund at the end of the season. This will be
an incentive to loyalty on the part of the members and induce others

to join, for the showing will be much larger if it is returned as a
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lump sum than if deducted on each purchase.

In some cases associations are organized for the special
purpose of purchasing supplies for the members. In Sutherlin valley,
Oregon, about 3,000 acres of orchards were planted in 1908-10, Most
of this was handled by Eastern professional and business men, This
land had been sold through a colonization company. The writer was
Horticulturist for the Valley for the first few years of its inception
and directed the organization of its community life., There was no
prospect of any considerable quantity of produce to market for several
years, yet, in 1910, the Sutherlin Frult Growers' Association was in-
corporated and has employed & salaried manager ever'since and filled
a very important place in the commnity by purchasing supplies, spray
meterial, feed, etc., for its members, From the first it has been a
success, and while practically all the products of the Valley are mar=-
keted through it, yet there are not enough to justify such an associa-
tion solely as a marketing association,

Cold Storage and Refrigeration,

Cold storage plants should be controlled by the fruit growers'
association, rather than by private companies. Some of the arguments
for home-owned cold storage plants are:

1st. The association should have a storage plant in order to
keep the fruit in prime condition until it can be loaded and shipped.
Especially is this necessary should there be a shortage of cars in

shipping perishable fruit.

2nd. Cold storage plants can be built on cheaper ground at
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the shipping point than at terminal points,

3rd. The plant owned by the growers can be run at cost with-
out having to make & profit on the investment by charging high rates.,

4th, Home cold storage plants will avoid switching charges
at terminal points, which are from $15. to $30. per car.

Sth. Fruit stored at home can be inspected by the shipper
Just before shipment and will prevent, in a measure, fraudulent damage
claims,

6th. Home orders can be better taken care of, and the trade
can be more uniformly supplied than if all the fruit was stored in a
fow terminalé.

7th. Back freight mayb often be saved where fruit is stored
at home,

6th. A large quantity of fruit stored at a jobbing point is
likely to have a depressing effect on the market and cause lower prices.
The trade knows the fruit already shipped will be sold at some price and
will be more independent than if it is at home,

9th, There stored at home the trade does not kmow how much is
in storege, or to be marketed, and the price will be more uniform than
if it kxnows large quantities are to be disposed of. |

10th, Cold storage '11v1 transit means that freight had to be
advanced, and that the fruit will be tied up until sold. The freight
from the Northwest is around $300., per car. Often this money has to
be borrowed and the saving in interest would go & long waye' towards

paying the harvesting expense.,
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11th, Railways camot afford to have enough refrigeretor
cars to handle all the fruit produced, as soon as it is ready for
market, 80 it is almost necessary that growers provide some storage
at hoﬁxe.

The frult growers of the Northwest are anticipating this
condition in a measure and constructing cold storage plants.. Such
"storage will not only prevent a car shortage but will obviate the
necessity of rushing fruit on to a glutted market.,

The Hood River Apple Growers' Union has a plant that will
store about 1,000 cars (600,000 boxes) at a time. This was about
the output of Hood River Valley in 1913, with approximately one-fifth
of the orchards in "bearing. Nb doubt a; the crop increases the capacity
of the plants will be enlarged.

With the exception of Yakima Valley, where there is a plant
of perhaps 250 cars capecity, this is about all the storage room of
any consequence in the Northwest,

The rallways have estimated that the best they can do in
the way of cars for the Northwest is 10,000 per month during the
harvest seasoﬁ. The probable anmial production is estimated to be
‘from 30,000 to 100,000 cars within the next few years, so it will be
necessary for the Northwest growers to provide more storage facilities,

There is a wide variation in commercial storage retes at the
principal markete, The following are the usual prices charged at

some of the more important places:
Duluth, 5 cents per box for the first month - 4 cents per

box thereafter; insurance 20 cents per $100. valuation,
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Kansas City, 10 cents per box for the first month - 5 cents
per box per month thereafter, minimum charge 15 cents; insurence §1,.50
per $100. valuat ic'm per annum,

Chicago, 5 cents per box per month, minimum 25 cents; insurance
21.35 to $2.50 per $100, valuation.

St. Paul, 5 cents per box per month, minimum charge 6 cents;
insurance 40 cents per $100. valuation.

St. Louis, 14 cents per box per season; insurance §l. per $100.
valuation,

Often commercial storage Plants will encourage storage when
the market does not justify it, in order to sell space, Should the
fruit show signs of deteriation, or any other hazard develop in the
storage house, the fruit will be thrown on the market regardless of
market conditions.

It is estimated that there are in the United States 1100
cold storage warehouses haniling annually food products to the value
of hundreds of millions of dollars, Of apples alone, there are
usually stored over 4,000,000 barrels,

There has been a great agitation against cold storage food
products, Whatever may be said against meats, butter, and so on,
deteriating in storzge, it is certain that cold storage allows a much
better quality of fruit to be put on the market than would be the case
without it, and also gives a longer season, thus not only benefitting
the producer, but also the consumer,

In some cases fruit is now pre-cooled before shipment., 1In
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general, this consists in rapidly reducing the temperature of the car
to the temperature at which it is to be shipped. This saves a vast
amount of reicing cars and, also, by quickly lowering fhe temperature,
reduces de‘cay, 80 fruit can be picked riper than otherwise.
Estimating Crop.

In order to know what prices to charge and the distribution
to make, it is absolutely necessary that a fairly accurate estimate
of the crop to be marketed be available as early as possible. The
individual grower may estimate his own orop accurately, although the
chances are that he will not, but he cannot get estimates on that of
his neighbors and other sections and compére them wit_:h a normal crop,
which is necessary in order for the estimates to be of any value,

An organization can properly do this work by having trained
men in each district in their territory and by comparing results with
other associations.

The United States Department of Agriculture issues a monthly
erop report, but it takes int§ consideration all the fruit, whereas,
the shipper is concerned with the commercial crop. These estimates
are often 'misleading. for they are not taken to mean the amount available
for sale. The United States Departmént estimates that only about 49 per
cent of the total production is shippel out of the county where grown,
Ship Vhat the Market Tants.

Often one city or section of the country wents a certain
variety of apples, and is willing to pay a high price for it, while

another place may hold this variety in very low esteem.
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J. Russell Smith, in the Packer of July 15th, 1916, offers
the following figures prepared by a county demonstration agent of

Pennsylvania:

Percentage of Grocers Listing Variety as Desirable,
Table No. 6.

Variety of Apple. - Phila, Chic. N. Y. Pitts. Bylt. Wash.
Ben Davis ..cececeevseccciscinns 22 22 28 15 25 23
Baldwin ..eeeseccccecccccecccees 92 91 89 99 93 23
Grimes GOlden seeececcecsecccses 63 51 10 64 56 90
York Imperial eececsscecssccccce 46 29 51 52 73 90
Fallawater seeceececccescscessces 15 - 11 24 12 ——
Jonatha-n 00cc0ccececstocecesoscccoe 74 96 77 53 34 29
01d T'inesap seeesscocescccsccces Ol 59 62 42 56 75
Stayman ¥inesap seeeeccccoccccee 63 16 48 44 37 58
Rome Beauty 060 000c0c/s000cs00000000 63 51 55 69 52 62
‘T&gener 0000000000000 0000000s0000 31 50 19 32 — ——
%no 0000000000000 0000000000000 34 19 15 13 16 28
Mammoth Black TWig ecscesssccenee 27 15 19 43 23 42
Smith Cider 0000000000000 000000 0 57 10 e 15 24 41
Stark 0000060000000 000006000000000 9 10 - Lot - -—:
Talman Sweet seccescccecscoccnee 21 43 19 13 25 22
.':ealthy 0000000080 00Q000000000cacs0 32 51 40 37 17 7
Northwestern Greening seeceececs 77 43 8l 48 41 45
Ruxbury Russett sceccececcsccces 28 40 16 56 36 23
Tinter RambO ceccccceccececcsnse 39 - - 60 52 20
SMOKEhOUSE seesecsceccoccsccccece 77 — —— 31 84 54
Winter L’a.mdise ecescsesssccscess 10 - 6 18 15 25
Northern Spy [P £ 89 76 92 60 70

Organizations could very profitably conduct such a census and
ship to each city the variety it most desired.
Standardize the Industry.

Much of the farm products put on the market are not graded to
a standard, If a major portion of the produet is good, a good article
is marketed; if poor, then a poor grade is offered., Many times good
fruit is spoiled by improper, or poor, grading and packing. In in-

dividual cases, persons have established & reputation for a dependable
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grade and pack, but usually the fruit offered by the independent ship-
per is not uniform. In some cases the retailers have refused to buy
from farmers, because of their poor grading and packing. They would
only buy from a dealer who had either graded and packed the product,
or guaranteed the pack,

It seems to be human nature for each person to think he
raises the best of any product. A grower often cannot see the defects
of his own fruit, even 1f he has a stendard to go by. Associations
can establish a standard grade and pack and refuse to handle any fruit
that does not come up to tlh'is standard. One of the reasons that the
| Northwestern apples, especially from some districts, bring such fancy
prices, 1s because the largest part of the output is marketed through
an association that guarantees the grede and pack.

| Vhen an associé.tion has established a reputation for an
honest pack the grade of that association has a recognized standing,
A single grower camnot put oﬁt enough to impress the market, but an
assoclation can, Some of the best known brands of associations
are, the "Sunkist Orange" of Californiaj the Blue and Red Diamond of
Hood River, Oregon; the Blue and Red "Y" of Yakima Valley, “Skoolkum"
of the Northwest Fruit Exchange, Sun Maid Raisin, The RNorth Pacific
Fruit Distributors have Just recently adopted the word "Luscus", under
which this fruit will be marketed in the future. Perhaps, as the
brand 1is advertiséd, it will become a household word, as are some of
the above mentioned bdbrands,

For a 'grade to mean anything it must be packed under the
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supervision of the association., The Hood River Apple Growers' Union
exercise great care in maintaining a uniform pack., The following
taken from a statement issued by the association shows the care they
exercise in this regard:

"The Union, up to date, has always employed packers

and inspectors to insure a uniform grading of fruit,

The growers individually pay the packers, and the

inspection charge has usually been deducted from the

general expense account. A complete system of in-
spection is attempted from the time the growers be-

gin packing the apples until the apples are finally

stored in the warehouse. .Apples not graded up to

these requirements are set aside for further adjust-

ment, which consists of putting such fruit into a

1o§er grade, or repacking.,"

The North Pacific Fruit Distributors hold each district
strictly accountable for its grade and pack,

There are no national grading rules, but efforts have been
made, in a number of cases, to establish standard packages and in
some states these have been adopted, Congress has established a
standard barrel, and many efforts have been made to establish a
standard box, but this has always failed, due to the opposition of
the Western growers, Not that they object to a sivandard box, but

they object to having this standard fixed by persons that are not
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familiar with their requirements, Some of the Vestern states have adopted
a standard box. Most states have established standard berry crates.

A mumber of the laws establishing the size of packages are
given in the appendix,

Vhile laws may 'pe passed fixing the size of the package, it
i1s much harder to regulate the grade of the product that will be marketed
in the package, This can best be secured by concerted action, which is
well illustrated by the Northwest boxed apple pack amd the California
and Klorida oranges.

In the Northwest, until recently, therg were a number of
grades, such as Fancy, Extra Fancy, Choice, Standard and "C" grades,
ete., Not all were used by any district and the same grade did not
mean the same thing in different districts. There was much confusion,
and at every convention of fruit growers efforts were made to stendard-
1ze the grading rules, Vhen the North Pacific Fruit Distributors was
organized it established grades ami packs for all associations shipping
through it, In 1915 the different shipping associations adopted
uniform grading rules for the entire Northwest,

The rules will be found in the appendix,

Methods of Enforeing.

Where there are state or national laws governing the size
of packages, or grade of fruit, it comes under the Pure Food Law and
is enforced the same as any other provision of the law,

Associations usually refuse to handle products for their
members which do not come up to the standard, The member caught try-

ing to pass off a poor pack under the association brand is fined and
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the fruit shipped in a lower grade, or repacked at the grower's ex-
pense,

A mumber of the northwestern associations run pa king
schools to instruct their packers how to put up an acceptable package.

Although discussed very briefly here, standardizing the
industry is one of the most important benefits that organizations have
rendered. Its advantages are so obvious that it needs little discus-
sion,

REQUISITES FOR SUCCESS.

Must Feel Need of Organization,
Specialized Industry.

One of the reasohs associations are not more numerous or
larger in the Central States is because the farming is more diversified,
and perhaps associations will be only sucéeasml where the growers
specilalize on some particular product.

Then this question was asked over three hundred representative
association, 90 per cent of the answers state that for an organiza-
tion to be.the most successful it should not be limited to a single pro-

duct, but should handle practically everything grown in the locality.

Products to be Handled by the Association,

Table No, 7,

Best to handle more than one product ....90%
Best to be limited to one product .......10%

The ones that consider that the best results are secured
where only one product is handled were located in a very specialized
district, such as the lemon growers of Southern California and straw-
berry growers of Californis and Southern Missouri, A few thought

the organization should be limited to fruits and exclude vegetables,
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but most said "everything the farmer raises"., Various reasons were
given, Some of them are:

"It keeps the grower in line 2l1l the time and keeps him
from patronizing the commission man, If he sells one thing to an
outsider he may sell others and not be loyal to the association.®

"Al1l products should be handled that are grown in sufficient
qﬁantities to ship profitadbly. It keeps the trade supplied all the
time and reduces the fixed expenses, Also, if there is a season of
failure in one thing there is something else to tide it over.m

"Not only reduces the fixed charges, but allows a sales
force to be more nearly employed 'th; year round, The greater the
volume of business the greater the influences that can be brough to
bear on the various selling agencies in the different places and
upon ihe transportation companies, There is a large profit in the
mixed car business, Also, the people seem to have the department
store idea, so that the association which can best fill all the con-
sumers' wants will be the most 1likely to get the business."

Outside of the fact that the Western associations, in most
cases, are specializing in one or two products, there are other things
that have made it easier for them to cooperate than it is in the Central
West or the East,

In the arid or semi-arid regions they are used to cooperating
in the securing of water. Only in exceptional cases does an individual
own the ditch in its entirety. It 18 usually a very expens_ive operation

to bring water on the land and a number of persons cooperate and build

the cansl, The foundation for cooperation is thus laid and it only
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another step to cooperating in mrke_ting the products,

Many of the Western fruit growers are business or professional
men who have had experienée in combining theirv 1ntere§ts in other lines
of business, They have not the independent, individualistic spirit so
highly developed as the farmer, and are more feady to acknowledge ihe
benefits of cooperation. They are more ﬁilling to forget individual
differences that might interfere with business, They are also ready
to pay for having their business conducted by some one who understands
it.

Cooperation is much easier in a community that specializes
on & limited number of products‘ than in a general farming community
where many pérsons are interested in the same thing, and it is not
difficult to get them to work in harmony. It is also easier to get
a sufficient amount to ship in car loads. Usually there is not a
ready home market in specialized industries for all produced, so dis-
tant markets have to be exploited and this in itself ca11§ for coopera=-
tion,

Unfeir Competition,

As has been previously pointed out, unfair competition is
one of the factors which makes the individual feel the need of coopera-
tion, A farmer is so cdnstifnted that he will fight his own battles
alone as long as possible, but there comes & time when he realizes
that he mst combine with his neighbors or fail in business, He finds
that alone he camnot fight combined enemies, and to meet them on their

own ground the growers must present a solid fromt,

As an example of what can be accomplished, when growers are
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compelled to cooperate the case of the berry growers of Sonoma County,
California may be cited. About twenty-two years ago they organized a
cooperative canning company. The manager did not understand the canning
industry and it was a failure, The promoiers lost money and all were
agreed that cooperation was a failure there., The commercial canneries
took advantage of this and paid just enough to keep the people from stop-
ping the growing of berries. Nine years ago they were paying $20. to
$30, per ton, anml the growers were thinking seriously of giving up the
business. |

In the winier of 1908 and 1909 a few of the most progressive
growers organized the Sebastopol Berry Growers, Ltd. The older growers
remembered the failure of fifteen years before amd the promoters hed a
hard time organizing, but finally succeeded in incorporating for $50,000.,
par value of share §10, Each grower joining had to subscribe for &
share for every iwo acres he had in bearing.

The first year they lost money by shipping to the wrong markets,
The commercial canneries also raised the price to §$55. - {56. per ton,
but this only made the growers more determined to support the organization.
Next year they shipped their products East, where it did not come in com-
petition with other California or Western stock,and made money. Since
then the organization has been a success,

In 1909 they shipped 11 cars at a loss. In 1914 they shipped
80 cars that netted as followss

Loganberries ..sceeeeess $110, per ton

Raspberries esecessesses 154, per ton
Blackberries cceecececes 82, per ton
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and the seconds at the same time netted as follows:

LOganberries .eeee.esees 58.50 per ton

Raspberries sceeeeceeee. 120,00 per ton

Blackberries ¢eccececese 50,00 per ton

Before this time they had competed with each other at the
local cannery, constantly reducing the price. After they were com-
pelled to combine they made money,

Perhaps in no one thing has the fruit grower been discrimi-
nated against more than in the matter of transportation, So long as
unorganized they are not in a position to dexﬁand better service, either
from the transportation companies direct, or through the Interstate
Commerce Commission, As shown in the history of California associations,
the thing that first caused the growers to act cooperatively was poor
transportation,

This is very well illustrated by what the North Pacific Fruit
Distributors has already done, In a number of cases, local assotia-
tions were located on branch lines and not only were they discriminated
against in the matter of supplying c¢ars, but the rates were much higher
to terminal points than other assoclations, having the same distance to
ship, but located on the main line, As soon as the locals joined the
North Pacific Fruit Distributors the parent organization forced the
railways to give them good eerﬂce and fair rates, The large organiza-
tion: vas powerful enough to compel the railways to give equitable rates,
whereas no attention was paid to the small association or the independent

shipper by the transportation companies,

Over Supply.
So long as there is a demand, at good prices, for all that is
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produced there is no incentive to cooperate. So long as each grower
can find a good market for all he can grow he is not concerned with
markets in which his neighbor is selling his product nor the price he

is receiving. Yet, as soon as there is a greater supply than the local
markets can consume, at profitable prices to the producer, then he is
concerned with his neighbors' competition,

In many localities the growers do not raise sufficient quan-
tities to ship in car lots alone, and it was the opinion of the writer
that an association would appeal more strongly fo the small grower than
to the large one, When this question was asked less than one-fourth
of the associations replying said that it appealed strongest to the
small grower aml 65 per cent of them said there was no difference.

Value of Associations to urowers.
Teble No, 8.

Appeals strongest to large grower (association) 12%

Appeals strongest to small grower (association) 23%

Appeals to both alike 65%

The other 12 per cent say that it appeals more strongly to
the large grower. The ldea was also advanced that while the small
grower would be benefitted by shipping through an organization, yet,
he thought his output was too small for the association to_ bother with
and sold it, for what he could get, to the handiest commission man,

The price received was often much below the market price. TVhile the

amount purchased from an individual was small the aggregate was large

and gave the commission man a large product and a wide margin on this
cheap fruit, useful to break or cheapen the price of the competing

product, Perhaps another requirement that may keep the smell grower
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from joining an association is the price of stock or membership fee,
Often in a locelity where the majority of stock holders. are large
growers, the membership fee is almost prohibitive for the small pro-
ducer., However, in most localities this is graduated to fit the needs
of the majority.,

%ith the deciduous fruit growers it is not so much a case
of over-supply as inadequate or ineffective distribution, Under a
competitive system of marketing, the large markets are frequently
overstocked, while small ones are largely neglected. Even when they
are not entirely neglected the returns are oftentimes so low that it
is not profitadble to ship, since the price asked for the fruit is the
selling price for the large markets. If the primary markets have more
than their demands require the price will be low and will be reflected
by the prices received in the small merkets,

Often the small vmarkets are entirely neglected, while the
large ones are glutted, The small organizations, or independent ship-
pers, cannot afford to cater to the small markets, But these same
markets may be very profitable when systematically supplied by a strong
selling organization. ©This is well demonstrated by the citrus organiza-
tions, Every smll cross-road store is supplied with oranges, lemons
and bananas at reasonable prices,

Perhaps the matter of distribution commercially is best illus=
trated by ihe Standard Oil Company., There are only a few villages that

do not have a representative of this company. So well is their sales
force organized that in many cases the grocery stores have quit handling
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oil,

As soon as & district has trouble in disposing of its pro-
ducts profitably in the old competitive manmner the question of over-
supply is brought up. This has been argued and discussed at length
in the apple growing districts of the Northwest during the last few
years.

The following statistics show that the amount of apples pro-
duced in the United States is not increasing, but the amount produced

in different sections is shifting:

grodggéd Commercially in the United States.
Table NO. 90

1895 60,500,000 bu, 1905 24,300,000 bu.
1900 57,000,000 bu, 1910 23,825,000 bu.

The year book published by the"American Agriculturist" show§
the shifting in the production of apples from 1905 to 1909 to be as
follows:

New England States,
1906 7,665,000 bu. 1907 13,050,000 bu. 1909 6,030,000 bu,

yiddle Atlantic States,

1905 27,540,000 bu. 1907 36,000,000 bu. 1909 25,800,000 bu,
Central Western States,

1905 8,730,000 bu. 1907 8,595,000 bu, 1909 9,195,000 bu.

Southern States.
1905 16,500,000 bu. 1907 13,355,000 bu, 1909 10,075,000 bu,

Festern States,
1905 5,585,000 bu. 1907 8,025,000 bu. 1909 7,305,000 bu,
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This shows that the production has been decreasing in the
older states and increasing in the western states, rarticularly in the
far west. This is better brought out by a comparison of the rank in
apple production of some of the central western states and some of the

far western ones in 1899, ani then with the average for 1905 to 1909.

Banking of States in Apple Production,

Table No, 10,

Rank, 1899. Rank Averege, 1905-1909,

5 0ecsccoe Illinois oo'o'oooooo'ooll
9 XEEEEXX] Missouri 0'000000'00’0016
15 ‘seseccnse Califomia.'.....‘.... 8
26 XXX Y;aShington 00000.00’018
18 XXX Iowa 00.0.0000.00.0019
20 EXY R Y XY N Arkansas EX XTI .’00021
25 '.'g'.".'..'."o oregon oo'o‘ooooo'o’c'.'.'.24
34 cieeaees Colorado ‘deeser0cnne 24
16 oeeeeees Kansas 0(000..0...0025
23 seneenne Nebraska 0'.000'0.0‘.0.26
33 eesesees Wisconsin a.oocn.oo.27
37 eessvoen Idsho 00‘0’0.000..0-0029
38 eecceess Utah 0ccsscsancceesd0

Missourl has dropped from ninth place in apple production
in 1899 to sixteenth place in 1909. During the same period Washington
has risen from twenty-sixth place to eighteenth place. There are no
successful apple-shipping associations in Missouri., The larger part
of the apples in Vashington are shipped through cooperative assock tions,
This state is the heedquarters of some of the largest organizations in
the Northwest, among them beings The North Pacific Fruit Distridutors,
Spokane; The Fruit Growers Exchange, Ltd., Spokane; the Northwest Fruit
Exchange, Seattle; and The Yakima Valley Horticultural Union, North

Yakima,
The Central West is falling behind, and the far West, where the
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associations are best organized is rising in production, The Central
West, composed of Indiana, Illinois, Missouri, Kansas, Nebraska, Iowa
and Arkansas, in 1599 produced 20 per cent of the appies in the United
States; in 1905, 10.3 per cent; in 1907, 8.3 per cent end in 1909, 12,5
per cent, | The far West, composed of Colorado, California, Oregon,
Idaho and Vashington, in the same years produced as follows: 1899, 3 1/3
per cent; 1905, 9 per cent; 1907, 9 per cent; 1909 - 10, 7 per cent, show-
ing a gradual increase in the far West and the decrease in the c_entrai
Vest.

vhile the production of apples shoﬁs a falling off, that of
citrus productiog shows a decided gain, as the following statietics

taken from the American Agriculturist will show:

£roduction of Citrus Fruits,

Table No. 1l.

California production 1905-06 7,716,900 boxes
California production 1909-10 10,572,367 boxes
Florida production 1906 3,465,350 boxes
Florida production 1910 6,000,000 boxes

Franklin Adans, Bditor, Pan-American Union, eays, that
the consumption of bananas has doubled in the United States in the
last ten years and is now 3 dozen per eap;ta. |

In 1912 continentﬁl United State; consumed over 44,500,000
bunches, or aboﬁt 60 benanas Aper capita, The United States consumes
about 85 per cent of the entire banana crop of the world,

The bulk of the bananas are grown and distributed by the
United S¥uit com, one of the best organiszed distributing agencies

for fruit in this country.
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Prof. C. I. Lewis, Chief, Division of Horticulture, uregon
Agricultural College, says that from 1850 to 1897 the population of the
United States increased 270 per cent and during the sé.me period the con-
sumption of fruit had increased 2000 per cent. This is esm éially true
of citrus fruits that have well organized shipping associations. Thile
the value of all .orchard fruits, as shown by the last census, increased
over 1899, 1,8 per cent, apples increased 15.9 per cent and the value of
citrus fruits increased 231.3 per cent. California has the best and
the most successful fruit marketing organization in the country., This
state is easily the first in green fruit production, though s late as
1893 only 5,000 boxes of California fruit had been sold on the New York
market, This 1s a stiriking example of what organized effort can accom-
plish in a short time,

Good Manager.

Regardless of ability as a business men, a manager's personality
has a great deal to do with his success, . He must not only be & man who
can handle the trade, but one who can gain and keep the conﬁdénce of the
growers, and to do this he must be strictly ﬁonest.

‘Where the manager has no financial interest other than his
salary he hes been known to sell out bhis influence to a competitor, It
would seem to be a good plan vhere a stranger, 6r one who is not finan-
clally interested in the organization, is employed that he be compelled
to buy - say ten shares iﬁ the organization at the market price, the
organization agreeing to buy them back at the market price when he

leaves, This would be fair to both, for if the associestion has
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prospered and its stock is worth more than par under his management
he should share in the gain, On the other hand, if it has lost
prestige under his management and the stock is not worth what he paid
for it he should share in the loss that his incompetency caused.

It has often been stated by writers on marketing organiza-
tions that more depends on the manager than all other factors combined.
W. H, Chandler in "Cooperation Among sruit Growers", Missouril State
Board of Horticulture, says:

®The success of the association dependé largely

upon the manager, In some cases the personality and

industry of the ma.ﬁager alone are responsible both

for the successful marketing of the crop amd hold-

ing the growers together, It 1s evident that the

menager should be a thoroughly well trained business

man; & man with sufficient personality to command

the respect not only of the trade, but of the mem-

bers of the association to hold them together, and,

if possible, & man who has had experience in market-

ing frult, QMany associations secure commission men

of long experience and of good reputation and this

has often proved very successful, Since it is not

an easy matter to secure a man that combines all

the qualifications necessary in the manager of a

successful association, it is evident that the best

man should have the place whether he be & member of
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the assocliation or not, and whether he live in one

corner or another embraced by the assocliation, No

politics whatever should come into the election of

a manager, 1f the association is to accomplish any-

thing. He should be paid & salary that will com

mand his best services and make it unnecessary (and

not to be thought of) that he will in any way use the

association for his personal benefit, other than for

marketing his fruit, if he is a grower",
Type of Manager.

In order to study the type of man employed as manager of the
average association, the writer asked the following questions of over
three hundred representative organizations in different parts of the
country and tabulated the replies:

1, Is your manager a stockholder or shareholder in your asso-
clation?

2, Is he a fruit. grower or a business man? If both, how long
has he followed such occupation amd in which is he the most successful?

3., Do you consider it necessary to be a gool that he shall
also have a knowledge of the growing of fruit?

4, Do you consider it best that the manager be & resident

of your locality or a stranger, or is there any difference? Is this

considered when you employ & manager.
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5. How do you pay your manager; salary, commission, both?
How much?
Manager a Stockholder or Shareholder.

Practically all of the smaller associations employ a member
for manager and a number of the larger ones follow the same plan,

Per Cent of Managers Stockholder or Shareholder:
Table No, 12.

Manager stockholder or shareholder ......83%
Manager not stockholder or shareholder ..17%

Only 17 per cent went outside of the organization to secure
a man to run the business, However, these were the largest and some
of them the most successful associations in the country. Of the stock
companies, none had a capitalization of less than $10,000. and most of
them were over $100,000. There was one large organization that was
strictly cooperative, which employed an outéide man with no kmowledge
of fruit growing. This 1s one of the largest sub-centrals in the
Northwest and perhaps handles as much or more than any one of the
stock companies,

There was almost no comment on the question as to whether
the manager was a stockholder or not, but the answer was simply
"yes" or "no"., In one instance, éhough, where the manager was not
a stockholder, the reply was, while there was no provision to the
contrary, there was a feeling that the association would be better
served if a non-stock holder was employed. Evidently, however, this
is not the opinion of a majority, They seem to have the idea that

the organization would be better served by some one who is interested
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outside of the compensation he receives for his services,

there are probably .wo reasons for this conditfon. (1). In
some of the associations, perhaps, the idea, as Just stated, is that a
man would take more interest in running a business that he is financially
interested in. (2). Another possible reason is that the smaller asso-
ciations do not look very far outside of their organizations for a man,
for they can only pay a very small salary, and & number of them only pay
their manager for the actual time he is employed.

Vhere the managers were stockholders all of them were at the
same time growing fruit, or at least had fruit as a side line, The
following table shows the detailed data secured by a study of the above

mentioned reports:

Comparison of Table No, 12 with Tables Nos, 14,16,18.

Table No, 13,

Iable No 12 lable No, 14 t __Table No, 16 Table No, 18

s¥, . C,2 B,M,} Yes s o: ref es : No.s No Dif
Stockholder §76% :14% :104 §577 :15% s 28 70% 312% 3 18

Non - Stock. !75% s 25% .25% $37% : 3% ; 26% $37% s

There the manager was a non-stockholder, none of them were
fruit growers exclusively. Three-fourths were growing fruit on the
side,. but were also business men and the other one-fourth were strictly

business men with no pretensions to fruit growing.

The Manager gs & rruit Grower.
Of the associations that employed stockholders for managers,

over half of them deemed the knowledge of fruit growing necessary for a

manager's success. With the associations employing outside men, only
about one-fourth of them thought such knovledse necessary and of the
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stockholder mansgers 70 per cent of ticm thou,lt a manager would not be
successful unless he was & resident of the locality, while only about
one~fourth of the associations employing non-stockholder mansgers thought
this was necessary, In fact, many of them (37%) thought he would be
more successful if he wes a stranger.

In orgenizing an association, growers are often too likely to
think because one of thelr members is a very successful fruit grower he
will be equally successful as a sales manager. These two positions call
for different training and often the most successful managers are not
trained horticulturists., A grower may have the business ability, yet
if he is obliged to devote his time and thought to produétion he is not
likely to be as successful & salesman as one who also has a business
training, This supposition is borme out by the answer to the second
question,

Only 14 per cent of the organizations employed a manager

without any business training,

Percent of Managers Business Men, Fruit Grower, or Both,

Table No. 14.
Manager is a business man 0000.000000..00.0000000000021%
nanagel’ 18 fmit grower 000..000.0-00000000.00000000014%
Manager is both fruit grower and business mMAN .......65%

Nearly one-fourth of the managers had no knowledge of fruit
growing, while the rest of them were both fruit growers and business
men., Organizations employing a fruit grower without any business
training to attend to the selling were &all small,

The associations employing a business man exclusively were

all large, Some of them stated it was more important that a sales
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manasger possess & business training than be a producer. This seems to
be the idea of most authorities on market organizations, particularly‘
cooperative associations,

The largest cooperating marketing organization of deciduous
fruits in the country, the North Pacific Fruit Distributors, employes
a sales manager who has no knowledge of fruit production, However, the
i)reaident, who is perhaps equally as successful in the marketing of
fruit, is also a grower, 7Yet he has a business training as well as
a knowledge of fruit growing,

G. Harold Powell, formerly Pomologist and Acting Chief in the
Bureau of Plant Industry of the United States Agriculturel Department,
now General Manager of the California Fruit Growers®' Exchange, the
largest and most successful cooperative fruit marketing agency in the
world, says in the Department *s Year Book of 1910s

*The successful handling of a cooperative assochk tion requirea'
& manager who is campetent 1?0 assume the general direction of the affairs
and business of the associations he nmsf have & high order of business
ability, sterling integrity, unusual té,ct and judgment in handling men
and unlimited energy. An assoclation under any other kind of manage-
ment is not a serious business undertaking,"

He 'ﬁu’thgr addss "It is more difficult to direct a coopera-
tive association than & stock company or corporation.- A manager who
cammot hold the interest and the confidence of the members, who camot

make them feel that they have a voice in the management, ani who fails
to develop a progressive, constructive business policy, will fzil in
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handling a cooperative organlzation. Nor can such an organization
succeed 1f the directors do not realize that it must have a strong,
competent, aggressive, well-paid manager at its hand, It is not
too much to say that no single fé.c’cor has operated against the suc-
cess of the cooperatlive associations as much as the incompetent
managers selected by the directors of the associations to handle them,
A board of directors éa'nnot mamge & cooperative agricultural associk tion.
The outcome of the organization will be determined in a large degree by
the character and ability of the manager.”

of the assoclations that eﬁployed only fruit growers for
managers, all of the managers owned stock in the organizations, The
following table shows‘ the results of detgiled compazjison of the above

mentioned reportss:

Comparison of Table No, 14 with Tables Nos, 12, 16, 18,
- Table No, 15,

Table No, 14 3:Table No,12 Table No, 16 :Table No, 18 ,
$Yes : XNo Yes 3 No : Pref :3 Yes 3 No 3 No Dif

Fruit Grower ;1?)% t sg% § egé : O0: % ;100%30% t O: 32%

Business Man ¢ ] 20% ¢ 3 H t 40%

Both $ 902 : 10% § 604 : 16% 24% i 604 s 16% 24%

There the managers were both fruit growers and business men,
90 per cent of them owned stock, and where they were business men only,
less than one-half owned an interest in the business. Also, where the
organization was managed by a fruit grower with no business knolwedge,
all of them considered that a knowledge of fruit growing, while not
absolutely necessary, vas preferaﬁle, and none of them thought such
a knowledge was not desirable, Less than one-fourth of the organi-

zations employing business men exclusively deemed such a knowledge
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even desirable. Half of them thought a kmowledge of fruit growing was
preferable, provided all the other essentials of a salesman were com=-
bined with it, and 30 per cent of them thought this should not be con-
sidered at all, The man with both business training and a knowledge
of growing fruit were Just in between these two extremes. All fruit
grower managers said that a man to be successful must be a2 resident of
the locality. Almost one-half of the business men managers said that
he would be more successful if he was a stranger, while again the man
with knowledge of both business amd fruit growing were just in between
these two extremes.

Exoctly half of the associations reported it necessary.that
if a manager were to be the most successful he should have a knowledge

of fruit growing.

Necessity of Menager Understanding Fruit Growing.
Table No, 16.

Maneger should have knowledge 0f £ruit Srowing seeeesess50%

Not necessary ......o......n.........-..-.-............18%

Not necessary, but desirable oooooooooooonoocooooo00000052%

Only 18 per cent considered such a knowledge superfluous,

The rest of them, while not deeming it absolutely essential, thought it
was very desirable, but that other things would be considered first,
with two exceptions, ihe associations that did not consider it either
necessary or desirable that their manager kmow how to grow fruit were

very large organizations, probably so large that the managers had noth-

ing to do with the grading amd packing of the product. The two ex-

ceptions were strawberry growers, Most of the ones that preferred
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e manager to have knowledge of fruit growing appeared to prefer this,
not because the fruit grower was a betier business man, but thest he
would understand and know how to manage thé producers better if he
had a knowledge of their problems. Some expressed it that it was
not so mch & knowledge of the production end that was desirable, but
& knowledge of grading and packing, and egain, that he should haw had
experience in producing fruit, in order to advise the growers regarding
better methods. Others said that a manager should be chosen for his
business knowledge, particulerly of salesmanship, but that it would be
all the better, as in any business, if he understood the condition
under which the product he was selling was produced and prepared for
market, Taking the answers altogether, 82 per cent of them preferred
that their manager kmow something of the business beside how to sell
the goods,

0f the &assoclations that thought it absolutely necessary that
the manager be & fruit grower in order to be able to sell fruit, only
9 per cent of them ‘now employ managers who are not members of the as-
sociation, The following table shows a detailed comparison of the

replies to the above mentioned questions:

Comparison of Table No, 16 with Tables Nos, 12,14,18.
Table No, 17.

Table No, 16, Table No,12: Table No, 14 Table No, 18

Knowledge of Fruit | 8 2 No. F,G oth: Yes: No : No Dif.
growing necessary 91 2 9 13% : 12; 75% :525/9 :1% 3 3@
NOueueueerenvennaees 3665 3347 3§ 124 3 33% 56% 3664 122% : 12%
Preferable ....... $62% 318% § 17% s 33% 50% 1568% 125% s+ 17%

On the other hand, of the organizations that did not consider
this knowledge necessary, almost one~half of them at the present time

82



are employing outside men as managers and only 12 per cent had
managers with no business training, while one-third of the managers
had no knowledge whatever of fruit growing.
Manager Resident or Stranger:

A number of writers on organizing farmers' cooperative asso-
ciations say that the manager should be a stranger in the locality,

Then he will know nothing of neighborhood differences and
will not be so likely to be suspected of favoring one grower at the
expense of another., Also if his services are not satisfactory he
can be discharged without any intermal friction. Often if a local
man is chosen and it becomes necessary to dispense with his services
it causes a break in the organization, No man is so incompetent, at
least no man that would likely be employed to manage & fruit growers'
assoclation, that he has not some friends and this following would
believe that he had not been treated fairly and would probably draw
off and cause a break in the aésociation, 80 the idea is advanced
that the best interests would be served 'by employing a stranger. On
the other hand, some writers say that a manader should have an intimate
knowledge of local conditions., That the growers will have more con-
fidence 1n. him if they know him, etc, It would seem that the latter
is the idea that most associations have,

A little over one-half of them said that it is essential

that a2 manager be & resident of the district.

Menager 8 Resident or Stranger.,

Table No. 18,

Best that the manager be a resident ...,54%
Best that the manager be a stranger ....22%
No difference 0.0.o.oo00000000-05000000024%
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Twenty-five per cent said that 1t made no difference and
the rest thaf the manager should be & stranger. Practically all
who advocated & stranger for & manager were large associations, One
of the large district associations of the Northwest handling about
6,000 cars replied as follows:

"There 18 no difference whether a man be & resident of a
locality or a stranger so long &s he 18 able to 'produce the goods'.
It is purely a matter of efficiency; however, we have found in the
employment of district managers (managers to operate our local dis-
tricts where the fruilt is received, packed, .shipped, etc.) that the
best results have been obtained as a general thing where tl» manager
is not a fruit grower and member of his loc:al~ organization, Best
results have been obtained where the manager was employed because of
his known ability to operate a warehouse, hanile men, grade and pack
the fruit, handle the accounts, etc. In short he must be an expert
in that 1ine of work and a.é a usual thing these kind of men are not
employed., Another valuable asset for a manager of & shipping dis-
trict to have is a knowledge of how fruit looks - what condition it
arrives in - at the other end of the line; i.e., its destination,
when it is loaded under certain conditions or is in a certain con~
dition of ripemess, maturity, etc."

Another said, "Employ the manager ai;rictly on his mérits.
He is largely the hub of the wheel., Let nothing stand in the way
of ability and manhood,” Still another said, "By all means select

a manager who is not a resident of the locality in which the office
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i1s located.,” This was also a sub-central association affiliated
with fourteen district associstionms,

The California Fruit Exchange of Sacramento, Califarnia, in
replying as to whether the manager should be a resident or a stranger
said, "A man's qualifications and experience are the main features
for the position, but very often an outsider can command more respect
than a local resident,” The Califormia Farmers' Union says, "we con-
sider it advisable, if possible, to get a manager who is a stranger
to the general patrons of the association, at least at the time of
his beginning, 2s he is held in the highest esteem, However, we
first advise considering the ability of a man,® On the other hand,
one of the large assoclations of the East says, "It is undoubtedly
of advantage to the manager and to the grower that he be well ac-
quainfed with them, or at vleast to have & well established reputation
in connection with the business in which he 1is engaged.”

thile a larger prc_)portion of the answers preferred & local
man, usually little reason for this preference was giveﬁ. Most of
them aiﬁply state that he should be a resident of the locality, or
something to that effect. |

0f the associations that would employ only a resident for
manager, 90 per cént of the present managers are stockholders and
only a little over half of the ones that would prefei' strengers now
employ members to manage their business, The following table shows

a detailed comparison of the answers to the above mentioned ques-
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tions,

Comparison of Table No, 18 with Tables Nos, 12, 14, 16.
Table No. 19.

Table No, 18 s Table No, 12 : Fable No, 14 :Table No, 16

t Yes : No. F,G,: B,M,: Both es : No :Pref.
Resident ha 2 1& 1% H] 12% : 69% 64% :18% 3 18%
Stranger fe62 2342 § 0 : 4543 554 1449 323% s 33%
No difference £66% s 34% | 0 s 34%: 66% 1664 s12% s+ 229

About one-fifth of the assoclations that want reeidents for managers
now have managers with no business training whatever, while the asso-
ciations either expressing a preference for a stranger, or considering
that it makes vzio difference, are not at pi'esent employing a manager
without some business training, and of the ones that express a definite
preference for a étranger, almost half of the present managers have no
knowledge whatever of fruit gfowing and over-one-fourth of them state
that this knowledge is not at all necstary. |
Compensation of Manager,

The proposition is often advanced that most associations do
not pay their managers enough to secure good men; also that too many
of them depend on commissions, |

Compensation of Manager.

Manager paid 2 B2lary seueeeseeccscssesssB80B

Manager paid a commission .eeeesesscoccsel

Manager paid both salary and commission . 5%
The latter part of this, at any rate, is evidently erronevus, as 80 per
cent of the asaociétions reported that they pay their manager a flat
sdlary, Fifteen per cent pay a commission amd 5 per ‘cvent pay both,
Only the very small associations pay a commission and practically all

of these handle berries or vegetables and with most of them berries

are the main crop, It is easy to see that by shipping berries only
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they could hardly afford to employ a man for the entire season, In
fact, many of the smaller associations only pay a stipend per day
when actually employed. Some have paid comission.;:. but now pay
‘salaries, The amount varies, with the size of the organiéation,
from three dollars a day to five thousand dollars & year, One man
stated that all he received was love, The organizations in the
far west and extreme east appear to pay larger salaries than in the
middle west.

Proper Organization.

Thile usually we speak of any farmers' organization as
being coope}ative,' as a matter of fact, a large proportion of the
fruit shipping organizations are stock companies, In only a few
states do laws permit of non-profit or cooperative associations be-
ing incorporated. Perhaps the most noted of these are California,
Tashington, Visconsin and Nebraska, In most othe; states, in order
to incorporate, there has to be a capital stock and after this is
sold the organization has no further control over it, If a man
goes out of the fruit growing business he is not compelled to sell
his share of stock to the association, but can dispose of it to any
one he wishes, In this way it might be possidble for persons entirely
antagonistic to growers' organizations to gain control,

Over three hundred associat1§na were asked regarding their
plan of organization aml of the associations reporting 63 per cent
were stock companies and the rest of them were either incorparated

under the non-profit cooperation law or were simply unincorporated
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associations.

Capitalization of Associstions.
Table No. 21.

Percentage of assoclations with capital stock .....63%
Percentage of associations without capital stock ,,37%

Average capitavl ooooooooooooooooooooo.oooooooo$ 86’4OO~
Largest capital 0000000000000 000000000000000n 250’0000
Smallest capita-l 0000000000000 0000000000000000 2.000.

Percentage with $100,000, capital Or OVer .... 17%
?ercen’cage with $500°0 s Or less 0000000000000 26%

Perhaps the most successful of this latter style are the strawberry
associations of Southwest Missouri. In fact, the strawberry asso-
ciations seem to be the only fruit marketing organizations of Missouri
that can really be said to be successful,

The average capital stock for all corporations was $86,400.
The largest capital was $250,000. and the smallest $2,000. Over one-
fourth had §5,000. capital, or less,

The Eastern organizations were all stock companies. m'th
the exception of one in Iowa, with $50,000. capitalization, all central
states' organizations that were stock companies were organized with a
minimum capital of §2,000. In a few cases the amount of stock one
person may own is limited, but I think the laws for corporations in
most states are that each sﬁare of stock carries a vote so that it is
impossible to 1imit the voting power t&¢ one vote per man if he is al-
lowed to own more than one share of stock,

Support of Members.
The question was asked of the associations previously men-

tioned regarding the support they received from the growers.
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In general, active associztions are fairly well supported
and control a large majority of the output of their sectioms,

Fruit Handled by Association.
Table No. 22,

Percentage of fruit handled by association .....74%

Highest percentzge reported e..ceoeescececsssseesl00b

Lowest percentage reported .s.eeeeececescccsssss 1

Number reporting handling 90% Or OVEr ..ce.eecee 40%

Number reporting handling 30% or 1688 ...sseses 6%

Proportion handled by association increasing .. 87%

Proportion handled by association decreasing .. 3%

Proportion handled by association stationary ., 10%

They handled on an average 74 per cent of the products grovn
in their locality and some of them reported as handling all of it., Al-
most half handled 90 per cent or more. Practically all of them stated
thet the assocliation was gaining ground and that the proportion handled
was increasing from year to year and only in one case was it reported
that it was decreasing,

The members of more than three-fourths of the associations
receive better prices than the independent shippers, and none were

receiving less, Twenty-three per cent said there was no difference.

Combarative Prices Received by Associations and Independent Shippers.
Table No. 23.

Association receiving better prices than outsiders ....77%
Associations receiving same price as outsiders cosesessl3%

some said they had no way of telling, but thought they re-
ceived the best price. It was also reported that in certain instances
a non-member received better prices than a member of the assoclation
and zlso the association in special cases received & price much above

that received for the bulk of the crop, but when averages were com-
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pered the association members were much above the independent shipper.
One thing that is not taken into consideration by the independent shipper
is the fact that when an organization establishes a reputation and mice
for the product of a particular locality, the growers who are not in the
association are likewise benefitted. Associations with a standard grade
end pack advertise the entife locality and independent shippers get the
benefit of this, Shipments of large organizations are not confined to
local markets, but the more distinct ones are exploited 21so. This, in
a measure, leaves the near-by markets open to the independent shipper.
For this reason it has been very hard to induce a number of persons to
join essociations, They are willing to receive all the benefits, but
they do not care to take any risks nor to pay any part of the expenses,

A contract should be signed by each member, In no other
way can the manager tell what he will have to handle., The contract
should contain an estimate of what each member will have for sale, and
if he sells outside after contracting to sell through the association
he should be fined at least the cost of selling, or what the assocla-
tion has been out on his account. Selling outside not only competes
with the association, but if the members do not liie up to their con-
tracts the manager has no assurance that he will have any definite
quantity to sell. The California courts have held that such con-
tracta'cannot be enforced. Even if they cannot be enforced legally
the moral effect will be worth much,

If a member is offered more outside than the association is

getting he should turn the order over to the association to be filled
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out of his fruit, 1In this way one can get the benefit of any ex-
ceptional jprice for his own particular product and still support the
organization,

By-Laws,

A number of by-laws of successful organizations are given in the
appendix, The by-laws should be adapted to the need of the particular
assoclation, They should provide penalties for non-support, who shall
be members, voting power, amount of capitalization, and for a board of
directors composed of growers, The board of directors should be com-
posed of the strdngest men of the community, regardless of personal
opinions, With & strong board and mansger,and the manager supported
by the board and loyal members, an association should succeed in most
any place and under any circumstances,

Financing,

Many farmers' organizations have failed because of insuf-
ficient capital to properly conduct the business, In the past farmers,
as & class, have rather shrunk from borrowing,, Many times they were
thought by others to be inefficient if operating on borrowed capital,

with the advent of large and expensive machinery more capitsl
has been required and farming is being reduced to a business basis,
Farmers are operating on borrowed money where they see that they can
return the money and make & profit on its use above the interest charged.

In most caées in the past it hLas not been posesible to borrow
on fruit as collateral} however, the large assoclations are now arrang-
ing with the banks to accept this as security and advance money to the

growers before the crop 1s sold. Before cooperation in sellingwas
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practiced this was not possible. Recently western assoclations have
been particularly successful in negotiating loans of this character.

Even if no money is advanced before.the crop is sold a certain
amount of capital is nécessary to conduct the business; Not only must
there be money for permanent investments, as buildings, ‘equipment, etec.
but also for operating expenses, 1If an association purchases supplies
in quantity it should have sufficient cash available to follow the lead
of the most successful merchants and take advantage of all cash dis-
counts, Some of the most common methods of raising funds are dia-;
cussed below,

Sale of Btock or Shares.

The cash savings of the members may be utilized by the purchase
of stock or shares., This is the method most commonly used to ralise
the money to launch an organization and to often finance the first per-
menent improvements.

The earnings of a stock company are returned to the investors
as dividendsv. | It afcock is open and any one can invest as heavily as
desired there is danger of the control passing into the hands of persons
who are more concerned with large dividends than with fair returns on
products sold.

Where shares are s0ld, perhaps a small dividend is declared
on the stock anl the rest of the earnings prorated back to the members
in proportion to the amount of business each has done through the or-
ganization, the plan being to secure a good price for the.products
shipped and not to pay large dividends on stock., The price of shares

should be large enough to make the member treat it as a serious business
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transaction, but not so large as to bar the small shipper,

One disadvantage of this method of finanecing for operating
expenses, or any temporary want, is that the money is idle for a portion
of the time, and therefore a larger margin of profit nust be made to pay
for the interest than if the money was borrowed only for the length of
time needed.

Xortgage.

Where a large amount of money is needed for permanent im-
provements, such &s & storage plant or warehouse, often the association's
realty is mortgaged or bonds are floated, Thé latter is a favorite
method for taking care of long time loans,

Notes of Members,

This method of financing is esPecially used in purchasing
supplies, or other short term transsctions, where tlLe money is to be
used a short time and then returned., ©Each member gives his note for
a stated amount, say $100., or so much per acre. When money is needed
these notes are used as coliateral at a local bank, This is proving
a very good plan, as the joint credit of the members only 1s used.

As the security is many times the amount borrowed a very low rate of

interest is secured.

Assessments,

Vhen an association is first organized the members are often
agsessed to provide funds for operating expenses until profits on the
business are sufficient for this purpose, This is not a satisfactory
method of raising money, except as a temporary expedient and is little
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used in fruit growers' associations, A notable exception is the
California Fruit Growers' Exchange. All of their operating expenses
are met by assessments,

Deductions,

Practically all organizations expect to pay their expenses
by deducting a pementage, or fixed charge, on the seliing price per
package. This is the most popular and perhaps most equitable of any
plan for meeting operating expenses and providing for a sinking fund,
Many organizations place a certain per cent of the profits in a sinking
fund and prorate the remainder among the members in projgortion to the
amount of business done for them through thé assoclation,

The question relative to financing was asked of the associa-
tions before mentioned, The replies indicate that the method used to
fina.nce. the expenses of o;peré,tion, was to deduct a certain commission on
the products handled. In some cases this was a fixed charge per pack- |
age and in others it was a per cent of the selling price. In one case
the frult was delivered to the packing house loose and the company
charged a fixed amount for packing, package, etc., as follows:

Trepped 8pples DPer BOX seavesesoecseassea35h

Unwrapped 2Pples Per DBOX ucseseossossss30f

Plums &8nd Prunes Per DOX seseeecsssssoss20p

This included all expenses after the fruit was delivered at the
warehouse, Over half Of the stock of this association wes owned by the
manager, The par value of the stock was $5d. and he stated that he
had a standing offer of $65., per share for the rest, so it appears that
it was a profitable business for the manager.
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If there 1s a. surplus after.all the expenses are met and
-a stated dividend, in the case of stock companies, paid, the rest is
prorated to the members; in the stock companies, usually, to the stock-
holders as an extra dividend; in other cases, to the growers in propor-
tion to the amount of business done through the organization. Some
assoclations are creating a surplus, or sinking fund; others are not,
but depend on an assessment or loan from their bank for any unusual
expenses, An excerpt from one of the replies is quoted below: |
"e beg to add that we charge the growers 5 per
cent commission on all sales which we make for them,
and on consigned goods we have the commission houses
charge the grower 8 per cent, out of which they remit
to the General Office 3 per cent from time to time,
as called upon by the Secretary-Treasurer, At the
" end of each season, whatever proﬁts accrue after the
payment 0of 211 expenses and a ten per cent dividend,
we'a.dd. ong-half to the surplus and the other half is
paid back to the shippers, in proportion to the amount of
f. o, b, sales, From this source, we reﬁmded to the
shippers in 1914, $46,612‘.58."
Usually provision 1s made for a working capital by means
of a sinking fund provided by a pro _ra.ta deduction from each package
of fruit handled by the association,
The plan that the writer was most favorably impressed. with

is employed by one of the large sub-centrals in the Northwest., Five
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cents 1s deducted for each box of apples, four cents for pears, two
and one-half cents per crate for prunes and one and one-half cents
per crate on peaches,

These deductions are made annually and are considlered as a
loan from the member to his association to provide funds to properly
finance and carry on the business of the organization, other than
operating expenses.

Each member is given a promisory note from the association
for the amount deducted, These notes are in force for three years
and bear 4 per qent interest., They are dated either Jamuary, April,
July or October, first succeeding the date of settlement, The notes
are of even denominations of five, ten, twenty, fifty and one hundred
dollars each, They are negotiable and have interest coupons attached,
As these deductions are made annually after the first oycle of three
years has passed, there will remain in the treasury fund the accumla-
tion of three years' deductions. The fourth year's deductions liquidate
the first year's liabilities, and s0o on, FEach member finances his oxn
business under this plan, while no one finances the others‘. Each
member contributes to the association exsctly in the proportion he uses
it, whether it is one-box or a car load., Large and amalll are treated
alike, The members thus financing their own business on tﬁe basis of
exact equal:lt& and fairness should be reasonably free of outward in-
fluences, or unwarranted exactions of money lenders. As each member
has contributed small amounts to the fund and all hold claims against

("\ it, due on specific dates, this should insure a conservatism, The
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relation of the association management towards this fund is not unlike
that of a2 bank towards its depositors.

The knowledge that this money will be called for at the expira~
tion of its respective three year periods no doubt makes the management
equally as conservative as would be a bank of the funds of 1t's deposi-
tors. This fund, after all, is a 1liability on the part of the associa-
tion and serves to add stability, strength and conservation to the plan.
This alone is sufficient answer to the argument that there might be an
unwise or extravagant use of such funds, As each member has an equity
in the fund he takes a personal interest in the conservation of it and
this would servé to stop & demand for injudicious or unwise appropria-
tion,

One of the chief objections urged against a sinking fund,as
accumulated in the usual way, 1s that there is generally no provision
made for the withdrawal of the amount contributed by a member when he
severs his comnection with the association. Again, it has frequently
happened, under meny plans, that just as the fund had grown large
enough to be of some benefit towards building warehouses, etc., there
arises a demand from dissatisfied members, or amoﬁg members who had
withdrawn, to "cut the’melog" and distribute the funds,

The distribution, under the above plan, is automatically pro-
vided for., The amount contributed by each member 1s returned to him
with & moderate rate of 1nterestAannnally, and at the same time it 1is
replaced each season from amounts taken in from new members or shippipg

relations, A person may increase or decrease his acreage. This also
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automatically adjusts itself to these conditions, since a person with-
draws through his three years®' notes, each year®s contribution to the
assoclation, and, if he desires, he may trade, discount, or make any
other disposition of these notes just es he would any other business
paper, The fund will adjust itself to changing conditions of pro-
duction., It will be larger in a year of heavy, and smaller in a year
of light production, There is always three yeafs' éccumulation in the
fund, which should carry the association over any off years, or non-
productive aeasoﬁ. Yoney derived from this fund is not used to defray
operating expemses, but it is only used in purchasing supplies or in
some matﬁer where the amount will be automatically returned to the
treasurer, so that it will take care of the notes as they maturé.

In addition to this there is deducted & charge for actual
operating expenses. This varies, with different local organizations,
from one and one~half to ten cents per box for apples, and other fruits,
in proportion. The average is about five cents a box,

Sales Method.

There are four common methods of selling. lst; Cash £, o, b,.,
or track sales, 2nd, Shippiné to .city buyer at agreed price subject to
his acceptance after inspection, 3rd. Consignment. 4th; Auction,

From the grower's standpoint the first method is the most
satisfactory. He not only knows what he will receive, but has tha money
before the car is shipped, The buyer takes all risks after acceptancé.

Where fruit is well packéd and graded and sale made to an
honest dealer the second method is not bad; yet, if & delay occurs in

transit and the frult arrives in bad condition the shipper is odliged to
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l%
stand the loss, Also should the market change while the Bhimx'em 2
is enroute it would give a dishonest dealer an opportunity to :ﬁ?d-‘we
some fault with the shipment and reject it or hold out for a lower
price‘.

The consignment method places the shipper entirely at the
dealerls mercy. This is the plan followed largely in unorganized
sections, but 1s rapidly being displaced by mo:‘e business-like methods
in the better organized districts, |

The auction market 1s used J.argely by California shippers and
by other growers of tropical and semi-tropical fruits, but it has not
met with much févor with shippers of other fruits, Theoretically, it
should reach the largest nhmber of buyers and realize the best price.
It means a sure sale at some price, The auction markets are trying
hard to get the Northwest box apple growers to market in this way, but
with 1ittle success, In a few cases it has been tried, but with
poor returns, the shippers claiming the auction was controlled by com-
miesion men, | The auction people say it was only used when the fruit
could not be disposed of by any other manner and did not give the auc-
tion market & fair trial, |

There are twelve auction markets in the Unitod States, located
in the following citiess New York City, Chicago, Fhiladelphia, Boston,
St. Louis, Pittsburg, CIéveland, Cincinnatti, New Orleans, Buffalo,
Detroit, and Eansas City.

These markets. are in charge of private operators, companies,

or corporations that charge & commission for their services, As this

comnission 1 based on the selling price it would seem to be to the
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advantage of the auction to get as high a price as possible,

The auction management has no place to store and care for
fruit, s0 that shippers who are not large enough to have thelr own
agent to look after their interests must ship through some dealer
that has facilitles for handling the shipment,

The auction 1ssues a catalogue daily describing in detail
each consignment and all salés are made by samples selected at randum

from the shipment,

From the replies to the guestion as to the best method of
selling it appears that the sales method which seems to be most popu-
lar is the cash f. 0. b, '

Best Sale Llethod ‘Reported.
, Table No,24,

Traveling "alesmen 2000000000000 00000000060000 0000000000 4%
Brokers cesceeccescosssscessorosesscossceseoccrsscascsace . O
Cash f£.,0.b. 4000080000000 000000000000000000000000000000
Letter, wire, ete, 0000000000080 000a00000000ca0000000000 4%
Ci.ty agent! 00000000000 0e00000000000000000000000000 000 15% '
. Dlrect to retailer 0000..0olooo0.000.-..000.00000.00..Q
Weekly Credit seececensscctcascnniecesccscscacassncanes 6%
California Fruit EXChang® sascececececscstcacacsnscssre
North Pacific Fruit Distributors aseeesecccssescsesccses 13%
Ozark Fruit Growers ABSOCi&tion 0000000000000 0000000as 6%
Consigned to commission merchants ..ceeeceecacsvceccsee =

Percentage of associations preferring £.0. b. settlement 80%
Percentage of associations preforring oredit settlement 20%

Average amount sold f. o.b, /06000‘0000000-.00.0..-....00185%
Highest amount sold f£,0.b,. ooglaooooooooooo.@co..oaaodoloo%
Smﬂ-llilt amount sold f¢°obo 0000000000000 00000c0000s 00 5%
Percentage 8e1l1ling over 90 percent . ... cevccccsscee 63%
Percentage se111ng 25 Percent Or 1e88 sesecsesccccsscee 4%

Average amount cOnsigned seeececcccsscscessscscscsconcs 18%
‘Highest amount con.igned oooéog_o..._a_ooo--.oooooqoaooqooo 80%
Lowest amount consigned seeessecscscsccoccsccssccceccse
Percentage consigning 75 percent Or MOT® secsceccsssces T%
Percentage consigning 15 percent Or 1e88 ..cccceceeeces b
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Forty per cent prefer this method and the next most popular method
is through city agents, 15 per cent preferring this, Thirteen per
cent were shipping through the North Pacific Fruit Distributors and a
number of other methods were preferred by & few individuals, as wiil
be seen by referring to the aﬁove mentioned table, TWhile some fruit
was consigned to commission merchznts, in no case was it stated that
this method was freferred, or were the bes_t returns secured from it,
A number said that it was only used as a last resort, or to dispose
of fruit that was not up to the standard of the association,

Regardless of the method of selling, 80 per cent of the as-
socliations prefefred the cash f£,0.b. method of settlement and onlj
one-fifth had better results where they granted credital. There the
consignment method was used, less than‘one-ﬁfth of the output on the
average was marketed in this manmer, In one place as high as 80 per
cent was consigned. This was a berry association. The lowest amount
cdnsigned was 1 per cent and, of the associations consigning, 60 per_
cent consigned 10 per cent, or less, S0 it would seem that the con-
signment method is rapidly being replaced by more business-like sales
methods.

Many reported that they hzd never heard of the auction market,
and other, that it was only used as a last resort,

Thatvthe f.o..ﬁ. method is gaining rapidly in some of the most
successful associations is shown by the following ex#mple:

In 1905 the Ozark Fruit Growers' Association consigned a little

over 57 per cent of their strawberries. In 1913 they consigned only
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7 per cent.
The Treasurer's report for the East Shore of Virginia Produce
Exchange for 1914 shows:

Gross sales On Produce £.0 be seeeseoeesd5,244,425,74
Gross sales on produce consigned .eeecee 508,264.62

Less than 10 per cent was consigned according to the above
figures.

The North Pacific Fruit Distributors the first year they
were in operation sold 83 per cent of their products f,o.b. Accord=-
ing to the Treasurer's report for 1914 this had increased to 97 per
cent in 1914,

A report of the Georgla Fruit Exchange shows the following:

Amount 0f fruilt 80ld £.0.b. 1913 4uees..61%

Amount of fruit sold f£.0.b. 1914 .......48%

Amount 0f fruit sold £.,0.b. 1915 ......,34%

Amount of fruit s0ld £.0.b. 1916 ...s...67%

0f the total amount of fruit shipped from the state of
Georgia in 1916 only 30 per cent was f.,0.b, sales. This shows
that the Exchange sold more than twice as much of their fruit for
cash before shipment as the growers of the state as a whole.

Advertising,

In the last twelve years the population of the United
States has increased 21 per cent and the consumption of California
oranges has increased 74 per cent, due largely to methods of advertising,
The California Fruit Exchange charges one and one-half cents per box on

all frult handled by them and spends something like $275,000. annually

on advertising.
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One of the most striking results obtained by proper adver-
tising 1s exhibited by the California Associated Reisin Company, as was
discussed in connection with the history of this organization,

The qﬁestion of advertising was asked of more than three hun-
dred reputable associations and only about half of them stated that they
wore advertising. With the exception of the large citrus and raisin
assoclations of California and the North Pacifiec Fruit Distributor 6f
Spokane, Washington, very little money is speﬂ:, even by those who are
advertising.

The cal,ifo‘rnia Fruit Growers' Exchange is one of the largest
advertisers in the country and their advertisements of the Sunkist oranges
are seen everywhere. One method they have found very successful is to
offer silverware &8 premiums for wrappers from this brand of fruit.

The North Pacific Fruif Distributors this year (1915) collected
one cent per box for advertising on apples handled by them, No definite
information was odbtained as to the amount thus céllected’. Or the mamner
in which it was spent,

The value of advertising does not &s yet appear to be realized
by the majority of organizations,

LEGISLATION.,

Little legislation in the interest of the fruit grower has been
enacted. This point was discussed briefly under the heading of "dis-
crimination® is a comparison to show how_oth'er industries are protected
‘at the expense of the farmers, Not only in the matter of a tariff, but
in regulating the conduct of the commission merchant does the producer
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need to be considered. Some states have taken steps to control or
eliminate the dishonest commission man, Minnesota and New York,
perhaps, lead in this reform and New York requires the i'egistratton
of all commission men and the giving of a bond of $3,000. to insure
fair dealings.

Much constructive legisiation neéds to be enacted before
the fruit growers will be adequately protected by law,

Corporation Lavs,

As a general rule any farmers' organization is called co-
operativq regardlesé of whether it 18 a stock company or a cooperative
association, As a mfter of fact, in only a few states do the laws
permit strictly cooperatiie associations to be incorporgted. The
best laws studied of this kind were thoée of California, Oregon,
Nebraska, Kansas, Ulsconsin and m:hingtbn.

The corporation laws of Missourl do not allow a strictly co-
operative assoc‘/h. tiqn to be formed, for in a cooperative organization
the amoﬁnt of stock one person may own is limited. Also the mumber
of votes a member may cast is limited, while with the usual stock com-
pany each share of stock carries a vote,

Chapter 33, Article 1, Section 2973 of the Revised Statutes
of Missouri says, in part:

®#In all elections for directors or managers of smy company,
each sharehblder shall have the right to cast as many votes in the
aggregate as’ ahall equsl the number of shares 80 held by him or her in
said company - - and each shareholder may cast the yhole number of votes

either in person, or by proxy".
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There is a law in Missouri allowing bemsvolent, religious,
sclentific, educational and miscellaneous associations to organize with-
out a capital stock, but it specifies:

Chapter 33, Afticle 10, Section 3439 of the Revised Statutes
of Lissouris

"No association, society or company formed for mamfacturing,
agricultural or business purposes of any kind -- or for pecuniary profit
in any form, nor any corporation having' a ocapital stock divided into
shares, shall be incorporated ﬁnder this act."

The following is offered, not with the expectation that it
will meet 211 the requirements of cooperstive law, but with the hope
that it may supply & working plan so that a bill may be drafted that
will meet the needs of the farmers of Missouri.

Cooperative Associations,

Section 1, Cooperative Associations ggthorized:

It shall be lawful for five or more persons to fomm a co-
operative association for transacting any lawful business, For the
purposes of this act, the words "Association", "Company", "Exchange",
"Soclety™" or "Union™ shall be construed the same,

Section 2, Articles, Contentss

Each assoclation formed under this act shall prepare articles
of association, which shall set forth:

1, The name of the association,

2. The purpose for which it was formed,

3., Its principal plase of business.

4, The term for which it is to exist, which shall not

exceed 50 years,
5. The number of directors and the ndmes and residences of

those selected for the first year,
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Section 3, By-Laws of Association:

Each association may prepare by-laws for its own govermment,
providing therein the terms and 11m1tatioﬁs of stock ownership and tle
distribution of its earnings, not otherwise provided for in this act,
Section 4', Feess

The fees for incorporating cooperative associations shall be
the same amounts as those provided for like capitalization of general
corporations for the state of Missouri.

Section 5, Trustees, Election, Dutiess Election of Officers:

Each association shall be managed by 2 board of not less tlan
three directors, The directors shall be elected by and from the stock-
holders at such time and for such term of,éfﬁce as the by-laws may pre-
scribe, amd shall hold office during the term for which they were elected
and until their successors are elected and qualified; but a majority of
the stockholders shall have the power at any reguiar or special meeting,
legally called for_that purpose, to'remove any director or ofﬁcér. for
cause, and fill the vacancy. If any director or officer shall fall to
attend three regular meetings in succession without excuse, his office
shall automatically be declared vacant‘. The officers of every such
association shall be a.presideﬁt, one or more vice presidents, a
secretary and treasurer, vého‘ shall be elected annually by the directors;
provided the office of secretary and treasurer may be filled by the
same persoﬁ. Each of said officers must be a member of the associa~
tioﬁ. 411 elections shall be mede by ballot,

Section 6, Amendments - How adopted. Recordings

The articles of the association may be amended by a majority
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vote of the stockholders at any regular stockholders' meeting, or at any
special stockholders® meeting called for that purpose, or written notice
given the stockholders as specified in the by-laws, Said power to amend
shall include the power to increase or diminish the capital stock and
the number of shares, provided the amount of capital stock shall not be
diminished below the amount of paid-up capital stock at the time such
amendment is adopted.

Section 7, Business Aurhotized to be Conducteds

The words _"lawm buﬁine,as" shall extend to every kind of law-
ful effort for business; egricultural, dairy, mercantile, mining, manufac-
turing, or mechanical business conducted on the cooperative plan-.
Section 8, Stocks Issues Yote:

No stockholder in any such association shall own more than
one-fifth of the stock 6f_the association, except as hereinafter pro-
vided, Each stockholder shall be entitled to one vote for each share
of stock owned, provided no person shall be entitled to more than ten
votes in the aggregate regardless of the amount of stock owned,

Section 9, Subacripiion of Stock in Other Associa.tionsx

At any regular meeting, or any regularly called special meet-
ing, at which at least a mjority of 2ll the stockholders shall be
present, or represented, an association organized under this act my
by majority vote of the stockholders present of represented, subscribe
for shares and invest its reserve funds, or any part thereof, in the

| capital stock of any other cooperative association,

107



Section 10, Purchasing Business of Other Associations; Payment;Stock Issued:

\‘.menever an association organized under this act shall rurchase
any stock of another assoclation, or the interest, or any part thereof,
of any person, or persons, firm or partnership engaged in any lawful
business, as defined in Section 9 of this Act, it may pay fdr the same
in whole or in part by issuing to the seliing association, or person,
firm, or partnership, shares of its capital stock to an amount which
at par value would equal the fair market value of the stock, or interest
s0 purchased and in such case ﬁhe transfer to the assﬁociation of such
stock or 1ntereat’ 8o purchased at such valuation shall be equivolent to
payment in cash for the shares of stock so issued,

Section 11, Certificates of Stock; Vhen Held in Trust; Issued:

In case the cash value of such stock or interest so purchased
excoeds one-fifth of the par value of the purchasing association, the
trustees of the purchasing association are authorized to hold the shares
in excess of one-fifth of the par value of the purchasing associstion in
trust for the vendor and dispose of the same to such person, Or persons,
and within such time as may be mutually agreed upon by. the parties in
interest, and shall pay the proceeds thereof as currently received to
the former owners thereof. Certificates of stock shall not be issued
to any subscriber until fully peid for, but the by-laws of the assocta-
tion mey allow subscribers to stock to vote as stockholders, provided

that one-fifth of the stock subscribed for has been paid for by such

subscriber,

Section 12, Stockholders May Vote by Mails

At any regular, called, general or spacial meeting of the
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stockholders, a written vote received by mail from any stockholder, and
signed by him may be read in such meeting and shall be equivolgnt to a
vote of each of the stockholders so signing, provided he has been pre-
viously notified in writing of the exact motion or resoclution upon v.high
such vote 1s taken and a copy of same 1s forwarded with, and attached
to, the vote so mailed by him,

Section 13, Earnings; Apportionment:

The trustees shall apportion the net earnings by first paying
dividends on the paid-up oapifal stock at a rate not eiceeding 8 per cent
per annum; then setting aside not less than ten per cent nor mare than
twenty-five per cent of the remainder annually of the net profits for a
reserve fund, unless the by—laws have otherwise provided for the accumu-
lation of a reserve fund, anml the remainder of said net profits by
dividends proportioned upon the amount of business transacted with said
gssociation and proportioned upon the wages and salaries of employees,
provided that non-shareholders shall only be entitled to one-half as
much dividends from said net profits as sharqholders. And provided
further, that no dividend shall be paid out, or declared, or any business
trznsaction with the association by any person, persons, firm, or cor-
poration engaged in the buying, selling or handling of agricultural pro-
ducts for profit, or to any sale to sald association by any person, or
persons, firm or corporation engaged as a wholesaler, Or jobber, in the
distribution of manufactured products, Dividends remaining uncalled
for for six months after the same have been declared shall revert to the
assoclation,

Section 14. Distribution of Dividends:

The profits or net earnings of such association shall be dis=-
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tributed to those entitled thereto at such time and in such mamer not
inconsistent with this act as its by-laws shall prescribe, which shall
be as often as once a year,

Section 15, Annual Reports; Contents; Filing:

Every association organized under the terms of this act shall,
annually, on or before the first day of March of each year, make a report
to the Secretary of State; such repofts shall contain the name of the
company, its principal place of business in this state and a general
statement as to its business, showing the total amount of business trans-
acted, the amount of capital stock subscribed for and paid in, the number
of stockholders, the total expenses of operation, the amount of its in-

debtedness or 1iability, and its profits and losses,.

Section 16, Associations Heretofore Organized -
May Adopt Provisions of This Act:

Assoclations heretofore organized and doing business under
prior statutes, or which have attempted to so organize and do business,
shall have the benefit of all the provisions of this act and be bound
thereby on filing with the Secretary of State, signed and sworn to by
the President and Secretary, Manager or other officer managing said
business, to the effect that the said cooperativé company, Or associa-
tion, has by a majority vqte of 1ts stockholders decided to accept the
benefits of and to be bound by the provisions of this act. No asso-
ciation organized under this act shall be required to do or perform
anything not specifically required herein in order to become an as-

sociation, or to continue its business at such.

Section 17, Use of term "Co-operative® Limited to Associations
- Dnder this Act:

No corporation or association organized or doing business for
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profit in this state shall be entitled to use the term "co-operative"

&8s a part of its corporate or other business name or title, unless it has
complied with the provisions of this act; and eny corporation, or asso-
ciation, violating the provisions of this section may be enjoined from
doing business under such name at the instance of any stockholder or

any association legally organized hereunder.

Section 18. Then to do Business - Liability:

No cooperative association organized under the provisions of ‘
this act shall be permitted *;o do business until three-fourths of the
capital stock shall have been subscribed for and one-fourth of the
capital stock of said association shall have been paid into said asso-
clation, The 1liability of each stockholder shall be limited to the
amount remaining unpaid on his subscription to the capital stock of
said assoclation,

Section 19, Constitutionality:

If any section or part of a section of this act shall for any
cause be held unconstitutional such fact shall not affect the remainder
of this a.ct.

Section 20, Alteration; Repeal; Amendments:

The right is reserved to alter, esmend or repeal this act at

any legislative session,

Standard Package:
Thile there has been a 1little done in the matter of legislation

regarding standard packeges, much remains to be done, and especially
should this be done by the federal government. A number of states have
adopted standard packages for their own state, but there is a sad lack

of uniformity.
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In the East apples are shipped in barrels, and a standard
barrel h.ad. been'deﬁned, and an attempt &as made at the time to define
the capacity of a legal box, but it was defeated ‘:;y the Western growérs.
Not that they objected to a standard box, but they objected to the box |
as specified in the bill, It was not the one in common use in the
Weét, and to which the‘packs were adapted. The West wants & standard
box, but they want to say what that standard shall be, as they know their
requirements better than do Eastern men,

A number of Western states have made the box in common use,
commonly known as the "Qregon Standard", the legal box for their states
and thé vérious fruit gfowers' organizations in the Northwest are father-
ing a bill to make this a national standard box., The dimensions of
this box are 10 1/2 X 11 1/2 X 18, having a capacity without dis-
tension of 2173 1/2 cuble inches,

More states have defined a legal berry container than any other
package, but there is a wide variation in these also, The legal re-
quirements of a number of states, as well as the common package in use,
will be found in the appendix,

Conclusions end Sumary,

The history of the most successful organizations studied show
that they arose out_ of some 0f the following necessities:

The first California associstion was organized to protect the
shifppors a.gainst the transportation companies, ani later to minimize

competit ion a.moﬁg themselves.,

The Northwest associations were organized to lessen competition
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among’themselves, which was threatening to destroy the industry,

The East Shore of Virginia Produce Exchange was organized to
protect the growers against unfair dealings ami to better distribute
the crop.

The central and southern associations were organized to pro-
tect themselves against unfair dealers and to eliminate local compe-
tition, |

The Canadian assoclations were organized to protect them-
selves against compeﬁition, both local and from the United States, and
to secure government aid in enlarging their capital.

The associations that have the support of the largest per cent
of their growers are the most successful,

Some of the requisites for a successful organization ares |

1. There must be an absolute need for an organization and tle
growers must feel this need and want to arganize.

2. It must be properly organized and have & good manager
that understands the particular business.

3. Apd, lastly, the members must be loyal and support the or-
ganization,

The associations organized in districts depending on some
special crop that has to be marketed at a considerable dietance from
the place of production are the most successful. After marketing the
special product they handle everything produced, but they were organized
primarily for some special crbp, or crops,

There is no particular type of organization that will suit all
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conditions, UWhile fruit growers' associations are usually termed
cooperative, over half of the ones studled were stock companies. The
majority of stock, in most cases, however, was held by actual fruit
growers., The capital stock varied from §2,000. to $250,000.

More seems to depend on the management and loyalty of the
members than the type of organization,

Over three-fourths of the fruit growers' selling organizations
studied employ & manager who is a fruit grower and financially in-
terested in the organization., Only the largest organizations employ
business men exclusively for their mansagers.

On the other hand, only‘ the smallest organizations have
managers with no business training. - The preference is for a man
with a business training, who at the time is growing fruit,

Practiycally all fruit marketing organizations seem to think
their manager should have a knowledge of fruit growing., Only the
largest ones think this knowledge not necessary,

Over half of the reports were that they preferred a local man,
Thile the weight of numbers supported this view, the opinion of the
largest and most successful organizations was thaf it elther made no
_difference or that better results were obtained with a stranger, Almost
a fourth had the latter view,

Practically all of the managers worked on & flat salary, only
the smell orsanizations, or the ones depending on ‘ons product, &e
berries, compensated their manager with a commission ﬁn ‘the amount of

businees he did.
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The most successful organizations are the ones that handle as
large an assortment of products as possible.

On the averége, the organizations are handling sbout three=-
fourths of the products raised in the localities, And the prices are
above that rea.lizedv by the independent eripper and appear to be egually
beneficial to the small and large producer,

The best method of sale is the cash f,0.b, Consigning to
comnission men is rapidly losing ground and is used only to dispose of
poor quality of fruit, In no case were the best returns received
from itv. In the Northwest many of the small organizations ai'e ship-
ping through the Central Selling.Excha.nge, instead of competing each
with the other,

Production is increasing most repidly in districts that are
the best » organized,, 88 California and the Northwest,

There i_s no over production, but there is a change in the
production areas. Also much more tropical and sub-tropical fruit is
being consumed in the deciduous, or temperate zone, than formerly,
This competes with declduous fruits and has the same effect as an
increased production,

With the exception of the largest exchanges in the Vestern
States, practically no advertising has been done,

Missouri's corporation laws do not permit the organization

of cooperative marketing associations,

000000
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APPENDIX.

Fruit selling organizations in order to be the most successful
should be properly incorporated with a carefully prepared constitution
and by-laws. However, many states do not have laws permitting the in-
corporation of strictly cooperative associations. The corporetion laws
of a few states that 40 permit the incorporation of cooperative asso-
ciations, as well as the constitution and by-laws of some of the most
successful associations are included in the appendix.

Much agitation has been aroused concerning wniform grading
and packing. Some associations have very stringent rules, and & number
of states bave passed laws governing this subject, but,with the ex-
ception of the Natlonal Apple Barrel Law, little natiomal legislation
bhas been enactede It s necessary for & successful fruit selling or=-
ganization to be familiar with the laws governing packages, packing and
grading in the states in which it seeks to do business; therefore a

digest of the laws of the states which have passed such legislation

has been included in the appendix.

"Crapter 368, Lews of 1911. AN ACT to create seotions 1786e-1
to 1786e~17, inclusive, of the statutes, relating to the incorporation
of co-operative associations, and the fees to be paid therefor.



The people of the State of Wisconsin, represented in Senate and
Assembly, do enact as follows:

Co-operative associations; who may organize; purposes. Section
1786e-1. (Ch. 368, 1911.) Any number of persons, not less than five,
may associate themselves as & co-operative association, society, company,
or exchange, for the purpose of conducting any agricultural, dairy, mer-
cantile, mining, manufacturing or mechanical business on the co-~operative
plan. For the purposes of this act, the words "association) "company,™
"gorporation,” '"exchange," M"society" or ™union," shall be construed to
mean the samee.

Articles: contents. Section 1786e-2. (Ch. 368, 1911l.) They shall
sign and acknowledge written articles which shall contain the name of
said association and the names and residences of the persons forming the
same. Such articles shall also contain & statement of the purposes of
the association and shall designate the city, town or village where its
principal place of business shall be located. Said articles shall also
state the amount of capital stock, the number of shares and the par value
of eache

Articles: verification; filing; Charter. Section 1786e~3. (Ch.
368, 1911.) The original articles of incorporation organized under this
act or a true copy thereof, verified as such by the affidavits of two of
the signers thereof, sahll be filed with the secretary of state. A like
verified copy of such articles and certificates of the secretary of state,
showing the date when such articles were filed with and accepted by the
secretary of state, within thirty days of such filing and acceptance,
shall be filed with and recorded by the register of deeds of the county
in which the principal place of business of the corporation is to be
located, and no corporation shall, until such articles be left for record,
have legal existence. The register of deeds shall fortwith transmit to
the secretary of state a certificate stating the time when such copy was
recordeds Upon receipt of such certificate the secretary of state shall
issue a certificate of incorporation.

Filing fee. Section 1786e-4. (Ch. 368, 1911.) . For filing of
articles of incorporation of corporations organized under this act,
there shall be paid the secretary of state ten dollars and for the fil-
ing of an amendment of such articles, five dollars. For recording copy
of such articles the register of deeds shall receive & fee of twenty-five
cents to be paid by the person presenting such papers for record. When
stock is less then $500, fee is $1.00.

Directors: election; duties; election of,officers. Section 1786e
-5, (Ch. 368, 1911.) Every such association shall be menaged by a board
of not less than five directors. The directors shall be elected by and
from the stockholders of the associzatlion at such time and for such term



of office as the by-laws mey prescribe, and shall hold office for time
for which elected and until their successors are elected and shall enter
upon the discharge of their duties; but a majority of the stockholders
sh21ll have the power at any rdsular or special stockholders' meeting,
legally called, to remove any director or officer for cause, and fill
the vacancy, and thereupon the director, or officer so removed shall
cease to be a director or officer of said association. The officers of
every such association shall be 2 president, one or more vice-presidents,
a secretary and & treasurer, who shall be elected annually by the direct-
ors, and each of said officers must be a director of the association.
The office of secretary and treasurer rey be combined, and when so com—
bined the person filling the office shall be secretary-treasurere.

Amendinents: how adopted; recording. Section 1786e-6. (Ch. 368,
1911.) The association may amend its articles of incorporation by a
majority vote of its stockholders at any regular stockholders' meeting,
or at any special stockholders' meeting called for that purpose, on ten
days' notice to the stockholders. Said power to amend shall include the
pover to increase or diminish the amount of capital stock and the number
of shares. Frovided, the amount of the capital stock shall not be di-
minished below the amount of paid-up capital at time amendment is adopted.
Within thirty days after the adoption of an amendment to its articles of
incorporation, an association shall cause a copy of such amendment adopt-
ed to be recorded in the office of the secretary of state and of the regis-
ter of deeds of the county where the principal place of business is located.

Business authorized to be conducted. Section 1786e-7. (Ch. 368,
1911.) An association created under this act shall have the power to
conduct any agricultural, dairy, mercantile, mining, manufacturing or
mechanical business, on the co-operative plan and may buy, sell and deal
in the products of any other co-operative company heretofore organized
or hereafter organized under the provisions of this act.

Stocks: issue; limit; vote. Section 1786e-8. (Ch. 368, 1911.)
No stock holder in any such association shall own shares of a greater
aggregate par value than one thousand dollars except &s hereinafter
provided, or be entitled to more than one vote.

Subscriptions of stock in other associations. Section 1786e=9.
(Che. 368, 1911.) At any regular meeting, or any regularly called
special meeting at which at least a majority of all its stockholders
shall be present, or represented, an assoclation organized under this
act may, by & majority vote of the stockholders present or represented,
subscribe for shares and invest its reserve fund, or not to exceed
twenty-five per cent of its capital, in the capital stock of any other
co-operative association.

Purchasing business of other associations: payment; stock issue.
Section 1786e-10. (Ch. 368, lvlle) Whenever an assoclation, created



under this act, shall purchase the business of another association,
person or persons, it may pay for the same in whole or in part by
issuing to the selling association or person shares of its capital stock
to an amount, which at par value would equal the fair market voalue of
the business so purchased, and in such case the transfer to the asso-
clation of such business at such valuation shall be equivalent to noy-
ment in cash for the shares of stock so issued.

Certificates of stock: when held in trust; issuee. Section 1786e-
11. (Ckh. 368, 1911.) In case the cash value of such purchased business
exceeds one thousand dollars, the directors of the association are
authorized to hold the shares in excess of one thousand dollars in trust
for the vendor and dispose of the same to such persons, and within such
times as may be mutually satisfactory to the parties in interest, and to
vay the nroceeds thereof as currently received to the former owner of said
business. Certificates of stock shall not be issued to any subscriber
until fully paid, but the by-laws of the association may allow subseribers
to vote as stockholders; provided, part of the stock subseribed for has
been paid in cash.

Stockholders may vote by mail. Section 1786e-12. (Ch. 368, 1911.)
At any regulerly called general or special meeting of the stockholders
a written vote received by mail from any absent stockholder and signed by
him may be read in such meeting and shall be equivalent to 2 vote of each
of the stockholders so signing; provided, he has been previously notified
in writing of the exact motion or resolution upon which such vote is
taken and a copy of same is forwarded with and attached to the vote so
m2iled by him. ,

Earnings: apportionment. Section 1786e-13. (Ch. 368, 1911.)
The directors, subject to revisions by the association at any general or
special meeting, shall apportion the earmings by first paying dividends
on the paid-up capital stock not exceeding six per cent per amnum, then
setting aside not less than ten per cent of the net profits for a reserve
fund until an amount has accunulated in said reserve fund equal to thirty
per cent of the paid-up capital stock, and five per cemt thereof for an
educational fund to be used in teaching co-operation, and the remainder
of said net profits by uniform dividend upon the amount of purchases of
shareholders and upon the wages and salaries of employees, and one-half
of such uniform dividend to nonshareholders on the amount of their pur-
chases, which may be credited to the account of such nonshareholders on
account of capital stock of the association; but in productive associa-
tions such as creameries, canneries, elevators, factories, and the like,
dividends shall be on raw meterial delivered instead of on goods pur-
chased. In case the association is both & selling and a productive con-
cern, the dividends mey be on both raw material delivered and on goods
purchased by patrons.

Distribution of dividends. Section 1786e-14. (Ch. 368, 1911.)
The profits or net earnings of such association shall be distributed
to those entitled thereto, at such times as the by-laws shall prescribe,
which shall be as often as once in twelve months. If such association



for five consecutive years shall fail to declare a dividend upon the
shares of its paid-up capital, five or more stockholders, by petitionm,
setting forth such fact, may avply to the circuit court of the county,
wherein is situated its principal place of business in this state, for
its dissolution. If, upon hearing, the allegations of the petition are
found to be true, the court may adjudge & dissolution of the asso-
ciation.

Annual report: contents; filing. Section 1786e=-15. (Ch. 368,
1911.) Every association organized under the terms of this act shzll
anmmually, on or before the first day of March of each year, make &
report to the secretary of state; such report dhall contain the name of
the company, its principal place of business in this state, and generally
a statement as to its business, showing total amount of business trans-
acted, amount of capital stock subscribed for and paid in, number of
stockholders, total expenses of operation, amount of indebtedness or
liabilities, and its profits and losses.

Co-operative associztions heretofore organized: may adopt pro-
visions of this act. Section 1786e-16. (Ch. 368, 1911,) 4ll co-
operative corporations, companies, or associations heretofore organized
and doing business under prior statutes, or which have attempted to so
organize and do business, shall have the benefit of all the provisions
of this act, and be bound thereby on filing with the secretary of state
a written declaration signed and sworn to0 by the president and secretary
to the effect that said co-operative company or association ln.s by a
rajority vote of 1ts stocknolders decided to accept the benefits of and
to be bound by the provisions of this act. No association organized
under this act shall be required to do or perform anything not specifical-
ly required herein, in order to become a corporation or to continue its
business as suche.

Use of term "co-operative™ limited to corporations umder this
act. Section 1786e-17. (Ch. 368, 1911.) No corporation or association
hereafter orgenized or doing business for profit in this state shall be
entitled to use the term "co-operative" as a part of its corporate or
other business name or title, unless it has complied with the provisions
of this act; and any corporation or association violating the pro-
visions of this section may be enjoined from doing business under such
name at the instance of any stockholder or any association legally or-

ganized hereunder.
Section 2. This act shall take effect and be in force from and

after its passage and publication.”

Kansas Co-operative Law.

"Co-operative Associations. Any number of persons, not less
than twenty who are citizens of the state of Kansas, may associate



themselves together as a co—-operative corporation for the purpose of
conducting any agricultural, dairy mercantile, mining, manufacturing,

or mechanical business on the co-operative plan. The title of such
corporation shall begin with "The" and end with "Association," "Company,"
"Corporation,™ "Exchange," "Society," or "Union." For the purpose of
this act the "Co-operative Plan" shall be comstrued to mean a business
concern that distributes the net profits of its business by: First, the
payment of a fixed dividend upon its; stock; second, the remainder of its
profits are prorated to its several stockholders upon their purchases
from or sales to said concern or both such purchases and sales. They
shall sign and acknowledge written articles of incorporation which shall
contain: The name of the corporation; the names and residence of the
persons forming the same; the purpose of the orgenization; the principal
place of business; the amount of capital stock; the number of shares and
the par value of each share; the number of directors and the names of
those selected for the first term; the time for which the corporation is
to continue, not to exceed fifty years. The original articles of incor-
poration or a certified copy of the same shll be filed with the secretary
of state who shall return to the corporation a certified copy of the same,
with the date of filing and attested with the ssal of his office, upon
the arproval of the Charter Board. For filing the articles of incor-
poration and amendments thereto under this act the same fees shall be
paid to the secretary of state as is now required under the general cor-
poration lawe No corporation organized under the provisions of this act
shall comzuence business until.at least twenty per cent of its capital
stock has been paid for in actual cash, and a sworn statement to that
effect has been filed with the secretary of state, and his receipt for
the same shall be construed as & permit to do business. Every such as-
sociation shall be man2ged by & board of not less than five directors.
The directors shall be elected by and from the stockholders of the asso-
ciation at such times and for such term of office as the by-laws may
prescribe, and shall hold office for time for which elected and until
their successors are elected and shall enter upon the discharge of their
duties; bdut a majority of the stockholders shall have the power at any
regular or special stockholders' meeting legally called, to remove any
director or official for cause, and fill the vacancy, and thereupon the
directors so removed shall cease to be a director of said association.
The officers of every association shall be: & president, one or more
vice-presidents, a secretary, and a treasurer, who sh2ll be elected an-
nually by the directors, and each of said officers must be a director

of the associatione The office of secretary and treasurer mey be com-
bined; the person f£illing the office shall be secretary-treasurer. No
person shall be allowed to own or have any interest in more than ten per
cent of the capital stock of such corporation. Each member shall be en-
titled to one vote for each director to be elected. Each corporation
shall formlate by-laws prescribing the dutlies of the directors and
officials; the manner of distributing the profits of its business; the
manner of becoming a member; and such other rules and instructions to
its officials and members a2s will tend to make the corporation an ef-
fective business organization. Each corporation orgenized under the



provisions of this act shall meke an anmual report to the secretary of
state the same as 1s required of other corporations; provided, such
co-operative corporation shall be required to report the names of its
stockholders and the amount of stock owned by each for such years only as
may be required by the secretary of statee All co-operative corporations,
companies, or associations heretofore organized and doing business under
prior statutes, or which have attempted to so organize and do business,
shall have the benefit of all of the provisions of this act, and be bound
thereby on paying the fees provided for in this act and filing with the
secretary of state a written declaration signed and sworn to by the presi-
dent and secretary to the effect that said co-operative company or asso=-
ciation has by a majority vote of its stockholders decided to accept the
benefits of and be bound by the provisions of this acte No association
orgenized under this act shall be required to do or perform anything not
specifically required herein in order to become & corporetion, or to con-
tinue its business as such. No corporation, association or company now
or hereafter organized or doing business for profit in this state shall
be entitled to use the title "Co-Operative™ as a part of its corporate or
other business name or titles, unless it bas complied with the provisions
of this act; and any corporation, association or company violating the
provisions of this section may be enjoined from doing business under such
name at the instance of any stockholder of any association legally or-
ganized hereunder.”

"We, the undersigned fruit growers and sales agents, realizing
the advantages to be gained by co-operation among the fruit growers and
their resident agents in the States of Washington, Oregon, Idaho and
Montana, for the purpose of forming a corporation to supervise the wniform
contract with the growers and growers' agents deem both desirable and
necessary, and for generally promoting the fruit industry in the Pacific
Northwest, hereby make and subscribe, and do hereby adopt the following
articles of incorporation, to-wits

Article.l. -~ Name.

The name of this corporation under which it shall do business
shall be "The Fruit Growers' Agency, Incorporated."

Article II. == Purposes.

This exchange 1s orgenized for the porposes of supervising the
performance of a uniform contract which exists between the growers and their



respective sales agencies, for the selling of the fruit products of the
Pacific Northwest; to provide the means and facilities for carrying out
the provisions contained in this contract as hereinafter set forth; to
establish apd maintain an "exchange" for the promotion of business and
social relations among its members, and especially the advancement of

the mutual interests of the fruit growers and fruit shippers of the
Pacific Northwest by all proper and legitimate methods; to collect and
disseminate information; to secure improvements in transporation and
storage service and conditions; to encourage competition by honorable
methods only; to adjust by fair and equitable means grievances and dif-
ferences; to correct trade evils and abuses; to prohibit all customs not
in accordance with the sound business principles; to secure the unifi-
cation of contracts and accounting methods; to secure uniform methods in
the physical handling, grading and packing of fruit from tree to car; to
provide the necessary facilities for the extension and development of
domestic and Canadian merkets; to provide the necessary facilities for the
promotion and conduct of export shipments and sales and work through joint
agents and consignees for this purpose; to underwrite steamship charters
and develop new fruit trade routes; to co-operate with federal agencies in
such lines of work as they may undertake in behalf of the fruit industiy;
and to form and carry out plans for the mutual protection and benefit of
its members in the harvesting, marketing and distribution of the Pacific
Northwest fruit and produce cropse:

To enable this corporation to carry out the purposes for which it
is organized, it shall have the power:

1. To do all things necessary, proper and legal to carry out the
purposes of its orgenization as above stated.

2. To buy, rent, lease, acquire and own such property, real or
personal, as m2y be necessary for carrying on the business of the cor-
poration and to sell, lease, mortgage, release and handle the same.

3. To aid in any manner any corporation or association organized
for like purposes as this one, and to do any acts and things necessary
for the success thereof and to assist it in carrying out the purpose of
its organizations. To co-operate with and become a member of any State,
Interstate or National organization orgenized for the same general pur-
poses as this.

4., To borrow money and secure the payment of the same by bond,
mortgage, note, hypothecation or pledge of any property and to issue
such promissory notes, honds, debentures or other evidences of indebted-
ness as mey be deemed necessary by the Board of Trustees, to meet and
discharge its obligations, to advance and promote the lawful purpose of
its creatione

5. To make and enter into contracts with its members, other personms,
assoclations or corporations, and to do any and all other acts and things
necessary to carry out the purposes of its organization and which may be
suthorized by law, and toassist its members in every way practicable in
the conduct of their business.

6. To sue and be sued.

Article 1ll.--Membership.

This organizations shall have no capital stock nor shall any shares '
therein be issuede.



Tre corporation shall prescribe the qualification for any member-
ship and the terms, conditions and character thereof, and fix the rights
and privileges of the member. It may have a voting and & non-voting
membership and fix the membership fee accordingly. The corporation shall
issue membership certificates, which shall be assignable or transferable
only under such rules and regulations as may be prescribed by the by-laws
of the corporation.

No service shall be performed by this corporation for profit, nor
shall any goods, wares or merchandise be handled or sold for profit. For
all services rendered to its members they sh2zll be charged therefor only
such amounts as shall be necessary to pay the expenses of such service.
This to include 21l necessary expenses incurred in handling the affairs
of the corporation, Including interest, fixed charges for salaries and
such amounts as may be set aside to establish a surplus fund, if the
members of the corporation shall deem it advisable to establish such a
fund.

Article 1V.--Place of Business

The principal place of business of this corporation and its home
office shall be in the city of Spokane, County of Spokane, State of
Washington.

Article Ve.--Terms of Existence
This corporation shall exist for & term of fifty (50) years.
Article Vl.--Incorporation

The officers of the corporation shall be a president, & vice-
president, a2 treasurer, an exescutive secretary and such other officers
and agents as the Board of Trustees shall from time to time authorize.
All notes, mortgages, bonds and other evidence of indebtedness shall be
drawn in the name of the corporation, signed by the treasurer and counter-
signed by the presidente The executive secretary, with the epproval of
the president, may bind the credit of the corporation in any sum not ex-
ceeding 3560000, In order to bind the credit of the corporation for any
sun in excess of £500.,00, a written resolution authorized by the Board of
Trustees shall be necessarye

Article V1l.--

The Board of Trustees shall be composed of not less than eleven
voting members, five of whom shall be exslusive growers, five of whom
shall be exclusive sales agents. The eleventh member of said board shall
be elected from the active membership and may be elther a grower or a
sales agent.

Whenever it appears that the active voting members is a prrtnership,
association or corvoration, it shall, if a partmership, select one of its
members, and if an association or a corporation, an officer, and shall
certily his name, end upou such certification, the said ucubers or officers
suall be deemed elegible,for election to membership on the Board of Trust-

ees."




Article 1.

*The name, place of business, capital stock and purposes of
this corporation are set forth in the Articles of Incorporation, which
are referred to as vart of these By-laws.

Article 2.

"The membership of tils corporation shall be confined to

actual growers of frult of Hood River Valley and vicinity.
Article 3.
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