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ABSTRACT 

Research now in progress at the University of Missouri College of Agriculture has 
disclosed the fact that Missouri is one of the leading states in respect to number of 
farmers' marketing organizations, having 1068 local associations and 23 cooperative 
sales organizations covering a wider territory. These are rather evenly distributed 
in all sections of the State, and handle a variety of commodities; principally livestock, 
grain, supplies, fruit and cotton. Responses to requests for information were received 
from 453, or 41.6 per cent of the exis~ing organizations, and additional reports from 
other sources gave at least partial data on a total of 721, or 66.2 per cent of all coopera
tives in the State. Statisti cs on 53 of the 186 defunct organizations were obtaIned . 

. The study of these data, in addition to personal visits to many associations, re
veals that cooperatives in Missouri have met with varying success, but their record 
compares favorably with that of private business concerns. However, it is plainly evi
dent that many practices are being followed which experience has shown will not lead 
to the greatest success. The most pressing need of cooperative marketing in Mis
souri was found to be a wide dissemmation among members of knowledge concern
ing established principles of cooperative marketing. This must precede many im
provements in technical methods of operation. 

In this investigation the particular conditions existing in Missouri have been 
studied with reference to the most practical application of established cooperative 
principles. This part of the study constitutes the greater part of this puhlication, and 
IS divided into six parts: (1) Possibilities and limitations of cooperative marketing 
in Missouri. (2) Conditions moulding successful cooperation. (3) Forms of organi
zation. (4) Membership relations. (5) The basis of efficient management. (6) 
Cooperative growth and reorganization. 

ACKNOWLEDGMENT 

For valuable assistance in the preparation of this bulletin special thanks 
are due Mr. R. H . Ellsworth, Associate Marketing Economist of the Bureau 
of Agricultural Economics, Washington, D. C., who furnished extensive 
data concerning farmers' business organizations and charts showing the 
present status of cooperative marketing in the United States. To the 
Missouri Farmers Association, the Farmers Union Livestock Commission 
Company, and Mr. H. C. Hensley, Extension Specialist in Marketing, we 
are indebted for photographs illustrating certain phases of cooperative 
marketing in this State. Both the Missouri Farmers Association and the 
Missouri Farm Bureau Federation were of great assistance in establishing 
contacts with local organizations. 



Cooperative Marketing 

for Missouri 
F. L. THOMSEN AND G. B. THORNE 

"The farmers ..... are the only class of business men that have thus 
far failed to fully recognize the importance of cooperative efFort."
Yearbook of the Missouri State Board of Agriculture for 1886-87. 

This statement, made forty years ago, is typical of very many 
similar pronouncements of today. The facts show, however, that 
farmers have organized. In fact, few other industrial groups have even 
approached agriculture in their efforts to gain the benefits of cooperation. 
As T. C. Atkeson, Past Overseer of the National Grange, has said, 
"This subject is not a new one, but has attracted more or less attention 
since the beginning of history, and about once in a generation it flares 
up into new prominence because of some condition of hard times .... 
which develops a community of interest." 

Only ten years before the first of the above quotations appeared 
this country had witnessed one of the most spectacular of these attempts 
at agricultural cooperation, the Grange or Patrons of Husbandry. This 
organization had a reported membership of 728,313 in the year 1876, 
with over 2,000 local granges in Missouri alone. The decline of the 
Grange was followed by the rise and fall of the powerful Farmers Alliance 
and then other organizations of lesser importance. The first part of the 
Twentieth Century witnessed other attempts of equal magnitude, in
cluding the American Society of Equity and the Farmers Educational 
and Cooperative Union, the latter having at one time a membership of 
around 700,000. 

All of these organizations had many-sided programs for the better
ment of agriculture, but marketing reform and collective buying and 
selling were featured. The associations operated local grain and livestock 
shipping associations, sold supplies, built wool and tobacco warehouses, 
and repeatedly tried various methods of forcing higher prices, including 
limitation of acreage and withholding from market. But their views of 
existing marketing evils were largely exaggerated, they expected im
possible results, and disappointment over failure to attain these goals 
resulted in speedy disintegration of each organization. 

During the years in which these large-scale, general, all-inclusive 
organizations flourished and died there were also attempts at another 
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sort of cooperation, devoted to the marketing of a particular commodity. 
Farmers in a community, hearing from some promoter of the success of 
small local creameries in other countries. and states, would organize a 
creamery themselves. One authority repor~s that more than 2,000 were 
started during a comparatively short period, about 500 of these located in 
Kansas and half that number in Missouri. Practically allof these cream
eries, except those in strictly dairy sections, failed within a short time, 
due to conditions which might easily have been foreseen. Later, a similar 
wave of local cooperative packing plants swept the country, and with 
no better fate. Yet this was the type of cooperation among farmers 
which was destined to grow and establish itself on a firm basis. The top
heavy, general type of organization was repeatedly proving itself in
capable of permanent accomplishment in marketing. 

In 1900 there were in the United States approximately 2,000 
farmers' business organizations, nearly all locals, including 1,600 cream
eries or cheese factories, 100 grain elevators, 100 fruit associations, and 
200 miscellaneous ~nterprises. By 1925 the number of active associa
tions* had increased to over 12,000, which also covered a much wider 
range of activity and commodities. The greater part of this increase 
came between 1912 and 1921 in which period roughly two-thirds of 
the organizations now existing were started. Since 1923 growth 
in numbers has been relatively slow, but volume of business has increased 
tremendously, due to the tendency toward larger commodity organi
zations, and also to better support of existing associations. Approxi
mately $2,400,000,000 is a conservative estimate of the volume of bus
iness handled in 1925 by farmers' business organizations, which had 
about 2,700,000 members. Figures 1, 2 and 3 give some idea of 
the extent to which cooperative marketing is practiced in the United 
States today. Everyone interested in cooperation should consult the 
latest publications of the Bureau of Agricultural Economics, U. s. 
Department of Agriculture, which will furnish much additional informa

tion of this kind. 
Even this short su mmary of the develorment and present extent 

of cooperative marketing in this country will enable those interested in 
cooperation by Missouri farmers to better understand several things 
which are of fundamental importance in promoting its success. Because 
they are not familiar with this history and do not realize the full mag,.. 
nitude of the present movement, a great many people still insist upon 
looking on cooperative marketing as an experiment. This tendency 
has two bad results. In the first place, many farmers and their friends 
mistakenly hesi tate to support something which they believe not to have 

·Data on the extent of cooperative marketing in the United States since 1900 are from the Bureau 
of Agricultural Economics, U. S. Dept. of Agriculture. 
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been sufficiently tried and proved; and secondly, well intentioned but 
poorly informed enthusiasts persist in espousing "new" or "original" 
ideas on cooperative marketing which experience has repeatedly demon
strated to be :Unsound. 
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Fig. I.-Estimated Volume of Business by Farmers' Marketing and Purchasing 

Associations in the United States, 1915 and 1925. (From U. S. Department of 
Agriculturc:-.) 
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Fig. 2.-Membership of Farmers Marketing and Purchasing Association in the 
United States; 1925. (From U. S. Department of Agriculture.) Missouri has a rela
tively larger actual membership than is shown here, this map representing only as
sociations reporting to the U. S. Department of Agriculture. 

As a result, and despite the general success which in recent years 
has attended cooperative activities there have been thousands of failures, 
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which in most cases could have been avoided by simply consulting our 
previous experiences. This tendency to ignore the past has been the most 
costly and unnecessary feature of farmers' efforts to cooperate. This 
important point is well stated by the editor of the National Live Stock 
Producer, as follows: 

"More and more it is evident that many so-called co-operative 
leaders are still experimenting with theories which have been exploded 
in actual practice long ago. One of the serious criticisms of many of 
these men who are in positions of authority and influence is that they are 
willing to force their "original" plans on to a commodity orgitnization 
even though a half dozen other co-operative groups have demonstrated 
the same plans to be unworkable. It is lack of familiarity with co-oper
ativemarketing experience that is now costing this movement heavily in 
time and money. We need more respect for the experience which others 
have had in the same line of work." . 

The so-called principles of cooperative marketing are simply a 
generalization or summary of experience with cooperative marketing 
over a long period of years in the United Sta tes and in Denmark and 
other countries where agricultural cooperation has flourished. These 
principles embody not the experience of only one man or one organiza
tion, but of thousands of associations and millions of farmers. Coopera
tive marketing, it is hoped, will never stand still, but always push on to 
newer ideas and greater accomplishment. This can best be realized, 
however, by avoiding the pitfalls which have been shown to lie in the 
way of certain practices, and by taking full advantage of the experience 
of others who have worked so hard to put cooperative marketing on a 
successful basis. The best friend of cooperative marketing is not the one 
who unreservedly "gets behind" every cooperative endeavor, for the 
reason that one failure does more harm to the movement than one success 
can ever counteract. 

This publication is intended to present the principles of cooperative 
marketing as they apply to Missouri conditions and organizations. 
The Agricultural Experiment Station has for more than a year been 
engaged in obtaining the facts about co-operative marketing in Missouri. 
All known sources of information have been consulted, and every far~
ers' business organization in the State has been given an opportunity 
to participate. Lists of associations obtained from various agencies have 
been carefully compared to eliminate inaccuracies and duplications, and 
then corrected and enlarged by county agents, vocational teachers, 
bankers, and the officers of the organizations themselves. Thus, a very 
complete and accurate census of Missouri cooperatives has been obtained. 

Questionnaires asking for detailed information were sent to all or
ganizations, and personal visits made to a large number in various 
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sections of the State. The response received from the associations was 
unusually good and very gratifying. Four hundred and fifty three, or 
41.6 per cent of the cooperative marketing associations in Missouri, 
replied to the request for information, notwithstanding a number of 
factors present at the time which were expected to cut down the number 
of returns. Additional reports were obtained from the U. S. Department 
of Agriculture and other sources, making the number of existing Missouri 
organizations on which at least partial data has been obtained total 721, 
or 66.2 percent of .all cooperatives in the State. Statistics on 53 defunct 
organizations, out of a total of 186 revealed by the above census, have 
been obtained. 

It will be noted by those interested particularly in marketing re
search that the statistics given are generally of a descriptive rather than 
analytical nature, the reason for this being obvious if the purposes of the 
report are considered. The objectives of this study and publication have 
been: first, to obtain and present to the farmers of Missouri a: complete 
pictur~ of the status and essential features of cooperative marketing in 
the State; second, to assist members and prospective members of coopera
tive marketing associations in this State in applying the cooperative 
experience of other. farmers throughout the country to the particular 
conditions and organizations found to exist in Missouri; and third, to 
furnish a guide for future research and othet: activities in cooperative 
marketing so that the latter may be of greatest usefulness. this publi
cation is therefore of a dual nature, being both a report on original re
search and a prese~tation of established cooperative marketing principles 
It is intended only for those with sufficient time and interest in the sub
ject to give it a careful study. This group will be largely made up of the 
10,000 or more officers and directors of ~issouri farm organizations. 

~. 

BmDS-EYE VIEW OF COOPERATIVE MARKETING IN MISSOURI 
Missouri, like other states in the middle west, participated in the 

several waves of cooperation which swept this part of the country from 
1870 well into the present century. Most of the local marketing associa
tions th-at started under these auspices soon died. However, there are a 
number of existing organizations which date back a great many years. 
This is particularly true of those handling fruit. Missouri was a pioneer 
in _this field, one organization, the Sarcoxie Horticultural Association, 
having begun its existence in 1889. It is still active,being one of the most 
prominent locals handling small fruits. Six other fruit associations re
porting were organized previous to 1901. During this period at least 
three other marketing organizations now operating were started, includ
ing two creameries and a cold storage company. 
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. From 1901 to 1914, inclusive, twenty-one of the associations re
porting on this point began operation, most of them handling fruit and 
vegetables, although one exchange, nine grain elevators, and two mis
cellaneous organizations were included. Most of these enterprises were 
located in the southwestern part of the State. But the year 1915 mark
ed the beginning of the period of rapid growth in numbers of associa
tions in Missouri, which reached its peak in 1920, as was also true for 
the United States as a whole. This is shown by Figures 3 and 4, 

NUMBE:A OF' ASSOCIATIONS 

200 400 600 600 1000 1200 1400 

IS9 0 ... 

: 
: 

IS9 5_ 

= =-= 1900 

=- 10,869 Reports s:. 190 

, 
1910 

, 
, 
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IS2 5;:::::1 l' I I I I 
Fig. 3.-Number of Associations Organized by Years, in the 

United States, 1890-1925. Based on Reports to U. S. Department 
of Agriculture. . 

and Table 1. The increase in numbers of livestock shipping associa
tions, local elevators and produce exchanges* accounts largely for the 
sharp rise in the total number of associations during these years. Dot 
maps showing the growth in number of associations by years indicate 
that since 1915 development has been proportionately uniform in the 
various sections of the state. 

In both the United States and Missouri the number of organiza
tions formed each year since 1923 has sharply decreased, but volume of 

*A produce exchange is a local a •• ociation handling cream, poultry products, and .upplies. Tho.e 
who are not familiar with ·any of the kind. of organization. ·mentioned in this section will find them de
.cribcd in the section OQ Formso! Organization 
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Before 1919 1920 182.4 1925 
1919 

Fig. 4.-Number of Associations Organized in Missouri, by Years. 

TABLE I.-DATE OF ORGANIZATION OF EXISTING ASSOCIATIONS REPORTING FOR MIS
SOURI BY COMMODITIES 

Year Fruit &Veg. Elevators Prod. Exch. L. S. A's Others Total 
----

1889 1 -- -- -- -- I 
1890 1 -- -- -- -- I 
lR91 
1892 
1893 
1894 
1895 1 -- -- -- -- 1 
1896 1 -- -- -- 1 2 
1897 
1898 1 -- -- -- -- 1 
1899 -- -- -- -- I 1 
1900 2 -- -- -- 1 3 
1901 1 -- -- -- -- I 
1902 -- -- -- -- -- --1903 2 2 -- -- -- 4 
1904 2 -. -- -- I 3 
1905 1 -- -- -- -- I 
1906 -- I -- -- -- I 
1907 -- I -- -- -- 1 
1908 _. -- -- -- 1 1 
1909 
1910 2 -- -- -- -- 2 
1911 
1912 1 2 -- -- -- 3 
1913 -- -- 1 -. -- 1 
1914 -- 3 -- -- -- 3 
1915 2 4 -- -- 1 7 
1916 -- 5 2 2 2 11 
1917 -- 7 5 7 -- 19 
1918 -- 12 10 4 -- 26 
1919 -- 37 28 24 2 91 
1920 6 36 77 57 3 179 
1921 5 23 40 49 3 120 
1922 4 4 . 15 21 4 48 
1923 6 1 8 23 2 40 
1924 2 2 6 7 -- 17 
1925 5 -- 2 5 3 15 
1926 1 -- I 1 -- 3 

Total 47 140 195 200 25 607 



TABLE 2.-AVERAGE VOLUME OF BUSINESS FOR MISSOURI LOCAL ASSOCIATIONS REPORTING, 1921-25, INCLUSIVE 

1921 1922 1923 1924 1925 
No. Rptg. Dollars No. Rptg. Dollars No. Rptg. Dollars No. Rptg. Dollars No. Rptg. Dollars 

Elevators 59 115,570 65 114,437 37 100,398 50 125,227 154 211,756 
Produce Exch's 80 98,466 34 115,493 32 118,950 29 111,827 248 147,402 
L.S.Assn's. 40 75,029 11 94,545 31 75,917 11 123,885 218 88,983 
Fruit and Veg. 11 10,220 11 60,666 9 61,207 8 39,674 53 83,915 
Others 5 43,400 6 46,785 5 46,303 3 54,400 28 51,450 
All Locals 195 __ 92,~23 127 105,143 114 93,469 101 112,35L_ 701_ fll~~6~ 

TABLE 3.-VOLUME OF BUSINESS DONE BY CENTRAL SALES AGENCIES IN MISSOURI, 1921-25 INCLUSIVE 

1921 1922 1923 1924 1925 
St Louis 

Farmers Livestock Com. Co. $ 685,849 $11,063,277 $16,674,477 $19,625,205 $20,689,379 
Producers L. S. Com. Co. -------- 9',625,850 14,256,701 18,977,387 21,846,682 

Kansas City 
5,340,572 Farmers Union L. S. Com. Co. 2,884,904 8,979,258 11,092,946 10,759,739 

Producers Com. Assn. -------- -------- 4,495,960 5,273,437 6,197,326 
Equity Union Grain Com. Co. ----.---- - - ------ -------- -.--- -- -- 5,542,000 
Farmers Union Jobbing Assn. 4,511,000 4,708,335 4,423,636 5,865,979 7,882,897 

St. Joseph. 
Farmers Union L. S. Com. Co. 6,176,559 11,804,663 15,410,814 15,033,554 16,128,167 

New Madrid 
. Missouri Cotton Growers Assn. - - --- - -- ----- --- 496,082 754,624 936,273 

Monett 
Ozark Fruit Growers Assn. 390,130 ' 1,585,248 

Columbia 
671,089 1,082,319 2,227,296 

MissO\lri Farmers Association 
Assembly Plants 1,631; 129 2,960,042 5,106,025 6,360,030 6,828,137 

Hannibal 
Mark Twain Egg & Poultry 

Assn. -------- -------- -------- -------- 92,164 
It should be noted that the volume of business handled by these organiziitions is riot from Missouri -alone. For instance, the two livestock commi8sion companIes in 

St. Louis did a business of apPloximately 43 million dollars in 1925 of which approximately 27 million was from Missouri. Of the latter amount it i. estimated that 20 
million was from MillOuri Local Shipping A'lOciatIon~nd 7 million for individual shippen. ' 
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P late 1.-(1) A typical locnl cooperntive produce exchange. (2) Refrigerated 
packing room In a cooperative district prodl1ce assembling ]lant. (3) One of Mis' 
souri's cooperative district produce plants. 
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TABLE 4.-NuMBER OF FARMS AND PURCHASES AND SALES FOR MISSOURI AND UNITED. 
STATES, 1919 & 1924. (PRELIMINARY DATA FROM BUREAU OF CENSUS) 

I No of Farms Vol. of.Purchases and Sales 
-

Area 1919 1924 1919 1924 
-

Missouri 25,496 66,659 16,439,706 37,207,104 
United States 624,527 989,917 800,552,288* 906,692,092 

*Georgia and Florida not reported. 

business handled has considerably increased for the country as a whole, 
and presumably also for Missouri, although the number of associations 
reporting on this point is not sufficient to warrant any very definite con
clusions. (See Tables 2 and 3.) Table 4. gives a comparison of number 
of farms reporting sales or purchases, value of products sold and of 
supplies bought, for 1919 and 1924, for Missouri and the United States, 
according to figures furnished by the Bureau of The Census. t 

There are various causes to which can be attributed the upward and 
downward trend of growth in number of associations as shown by 
these figures. In all probability the agricultural situation and business 
conditions have had a considerable effect. It has often been said that 
"Adversity is the mother of cooperation", since cooperative activity has 
in the past been most evident during periods of financial distress for 
farmers, such as the depression of the seventies, 1893, and 1907. Un
satisfactory conditions following the World War undoubtedly spurred 
on the movement in Missouri as elsewhere. However, the same circum
stances later served to retard development, once it was discovered that 
cooperation could not alter, to the extent first thought possible, the forces 
responsible for the farmers' plight. Further, coperatives started under 
such general conditions frequently met with trouble, which acted to 
discourage new enterprises of a similar character. It is also evident that 
by 1922 in many of the communities where coperative associations 
would be most easily formed such organizations had already been started, 
which accounts in a large part for the decrease in numbers of new enter
prises for the following years. 

The activity of farm organizers and local leaders has been an even 
more important factor behind the growth of cooperatives in this state. 
The organizing spirit was fostered during the War by many nation-wide 
activities such as conservation campaigns and loan drives; and farmers 
as well as others were imbued with the spirit of working together, 
and consequently receptive to organization activity. Tables 5 and 6 
show the auspices under which Missouri cooperative marketing asso-

tTheae figures sh,?w less volume of busine .. than was actually transacted, du~ to the method of 
enumeration, but the biat presumably. remains the lame from one year to another. 



COOPERATIVE MARKETING FOR MISSOURI 15 

ciations were started, by years and commodities. It is evident that up 
to 1915 individual business men and farmers were most active in promot-

TABLE 5.-GRoups . SPONSORING COOPERATIVE MARKETING ORGAN1ZATIONS REPORTING 
FOR MISSOURI, by YEARS 

• Other Farm Or- Local Business Individual Farmers 
Year ganizations Men 

1889 -- 1 --
1890 - - 1 --
1891 
1892 
1893 
1984 - - - - 1 
1895 -- 1 --
1896 -- 1 --
1897 -- 1 --
1898 
1899 -- -- 1 
1900 -- -- 2 
1901 
1902 
1903 -- 1 --1904 -- 2 --1905 
1906 -- 1 1 
1907 
1908 
1909 
1910 -- 1 --1911 
1912 -- I --1913 
1914 1 2 1 
1915 2 4 2 
1916 2 1 2 , 
1917 3 7 4 
1918 6 15 7 
1919 19 20 9 
1920 47 43 27 
1921 32 32 26 
1922 10 6 13 
1923 9 7 17 
1924 4 6 10 
1925 5 6 9 

Total 140 160 132 .. 
TABLE 6.-GROUPS SPONSORING MISSOURI COOPERATIVE MARKETING ORGANIZATIONS 

REPORTING, BY COMMODITIES 

Other farm or- LoclIl business Individual 
Kind of organization ganization men farmers 

Livestock Shpg. Assns. 28 5 81 
Produce Exchanges 63 66 17 
Elevators 44 64 13 
Fruit & Veg. Organizations 1 24 7 
Oth~rlLo("als 4 1 14 

Total 140 160 132 
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ing local.cooperatives, but beginning at that time other local and state
wide farm organizations played a large part in initiating cooperative 
marketing activity. It may also be seen that individual farmers have 
been chiefly responsible Eor ' the formation of livestock shipping associa
tions, while most other associations have been sponsored by other farm 
organizations and local business men. -

The relative importance of cooperative marketing in the different 
counties of the state is indicated by Figures 5, 6, and 7, prepared 
from statistics furnished by the Bureau of Census, which show the 

_ lOOt and over

~~1-1000 
~SOl-~O 
~Z51-~ 
[=:::J 1 -%.50 

Fig. 5.-Number of Farms in Mis$ouri Reporting Cooperative 
Sales or Purchases, by Counties, 1924. (Data from Department of 
Commerce, Bureau of the Census. ) '" 

number of farms reporting and the volume of sales and purchases through 
cooperative associations in 1924. 'The accuracy of these census figures is 
subject to the limitations previously noted. 

In the year 1925 there were in Missouri, according to the survey ' 
made by this Station, 1068 local cooperative marketing assocations and 
twenty-three cooperative sales organizations covering a wider territory. 
Table 7 and Figure 8 show the number of associations of each 
type. Figure nine shows the location of these organizations in Missouri. 
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Fig. 6.-Value of Products Sold to or throu~h Cooperative Market
ing Associations in Missouri, by Counties, 1924. (Data from Department 
of Commerce, Bureau of the Census.) _ 
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TABLE 7.-NuMBER OF COOPERATIVE MARKETING ORGANIZATIONS lN MrssoUll.I, BY 
TYPES, 1925 

Kind of Association 

Local Associations 
Livestock Shpg. Associations _____ _______________ _____ 00 ____ _ 

Produce Exchanges only ______ ~ ___________ _______ ____ _____ _ 
Produce Exchanges handling Livestock _____ ____ _ . ___________ _ 
Elevators only _________ ___ __ ____ _________ _________ ___ _____ _ 
Elevators handling produce and Livestock ___________________ _ 
Elevators and Produce Exchanges Com bined __ .. ___________ . __ _ 
Elevators handling Livestock _____________________ 00 __ _ ___ _ __ _ 

Fruit and Vegetable _______ . ____________ _____ ~ ____________ _ 
Cotton ____ . ______________________ _________ . ______________ _ 
Stores ___ ~ ___________ __________ ____ ____ ___________________ _ 
Cheese Factories _____ ________ ____ . ____________ . _. _____ _____ _ 
creameries ___________________ __ ___ .... __________ 00 _ _ _ ______ _ _ 

Milk Organizations _________ .. ___________ ______ . _______ 00 ____ _ 

Warehouses _______________ ____ .. ___________ ____ _____ _____ __ _ 
Other Locals - r' ______ _ __ __ ______ • _ 00 ______ _ ___ _ __ _ __ _ __ _ _ _ _ 

Non-Local Associations ______ .. ___________________________ . __ _ 
District Produce Packing and Assembly Plants ____________ ___ .: 
Terminal Livestock Sales Agencies ______ . ______ .. __ . ________ _ 
Terminal Grain Sales Agencies _________ ---- - ---- --- ______ . ___ _ 
.Central Fruit and Vegetable Sales Agencies ________ ~ c _____ _ ___ _ 
Central Cotton Sales Agencies _____ 00 _______ _ _ c ~ _ .. _ __ 00 _______ _ Purchasing _______________________________________________ ____ _ 

Total Number of Organizations _____________ 00 _________________ _ 

Number 

1068 
463 
228 

68 
86 
10 
41 
32 
78 

8 
12 
4 
6 
6 
3 

23 
22 
10 
5 
2 
2 
1 
2 

1090 
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_tIOO,OPt eM ""or 
_ 7'.001-100.000 
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Fig. 7.-Value of Supplies Purchased By Farmers From Coopera
tive Marketing Associations in Misso\lri, by Counties, 1924. (Data 
from Department of Commerce, Bureau of the Census;) . 

Produce 
Exchanqes 

Elevators 

Fruit ond 
Veqetobles 

Cotton 

Other-Locals 

Fig. S.-Number of Cooperative Marketing Associations in Mis
souri, 1925, by CommOdities. 
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Fig. 9 .. -Location of AI! Cooperative Ma'rketing Associlltions in 
Missouri, by Counties, 1925. 
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Fig. 10.~Location of Cooperative Livestock Marketing Associa
tions in Missouri, 1925. 
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Figures 10, 11, 12, 13, and 14 show the location of associations by 
commodities. 

I t is frequently said that many so-called local cooperative market
ing organizations are in reality only private concerns owned by farmers. 
This statement is most often encountered in connection with grain ele
vators and cotton gins. However, no difficulty will be experienced in this 
regard if the real purpose of cooperative marketing is kept in mind. The 
essential difference between a private and a cooperative1!marketing 
agency is that the former has been established or is operated primarily 
as a means of investing capital with the objective of returning dividends 

•• • 
• 

• 

• 
• 

I.E;GtriD 
• I.ocal tievatol's 
• T ... minal Gl'ain 

SIII."Actenci•s . 

Fig. 11.-Location of Cooperative Grain Marketing Associations 
in Missouri, 1925. 

thereon, while the cooperative has been established and is operated pri
. marily because of dissatisfaction with existing marketing conditions 
and a desire to render a better marketing service or more remunerative 
returns to producers. There can be little doubt that most marketing 
enterprises owned by farmers at least partially come under the latter 
heading. In very few instances do actual farmers have surplus capital 
which they would invest in such a manner purely for the sake of the 
interest or profit involved. While it is true, then, that many organiza
tions are not as truly cooperative in spirit or operation as they might 
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and~sh6uld be, this fact does not justify the statement that they should 
not be classed as cooperative marketing organizations. 

j An exception to this generalization may be found in the case of some 
farmers' cotton gins, which may be more nearly private than cooperative 
in character. For this reason, the statistics on numbers, volume of busi
ness, etc.) on local cotton gins are highly approximate. 

A considerable proportion of these local a,ssociations are affiliated 
with state-wide general farm and marketing organizations, such as the 
Missouri Farmers Association, and the Farm Bureau. Of the associations 
reporting, 40.7 per cent of the livestock shipping associations, 42.4 per 

r.tO£l[D 
• Pl"ocIucd::xch~5. 
• A~$o''mbly Plants. 

Fig. 12.-Loca~ion of Cooperative Produce Marketing Associations 
in Mis.souri, 1925. 

cent of the fruit associations, 57.3 per cent of elevators, and 75.0 per 
cent of exchanges and supply companies, stated that they were con
nected in some way with a larger farmers organization. This probably 
understates the percentage in each case due to an apparent reluctance 
on the part of some local associations to answer this question. 

Types of farming in various sections of the state are roughly shown 
in Figure ] 5. When this chart is compared with the various dot 
maps showing location of cooperative marketing associations, it becomes 
evident that the type of f arming has considerably influenced the loca-
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LtGE:MD 
• InEri~h".,. in 19%5. 
III Or<taniz~d Sine» 1925. 

Fig. D.-Location of Cooperative Fruit and Vegetable Market
ing Associations in Missouri. 

-LEGtHD -
Ell Cheese roctorlll 
,,' Crearnel"ies 
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Fig. 14.-Location of Cooperative Creameries, Cheese Factories and 
Cotton Associations in Missouri, 1925. 
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tion of cooperative organizations in the state. For instance, as would be 
expected, livestock shipping associations are found in largest numbers 
in those areas where livestock production is greatest. The same is true 
for the other commodities. It is also evident that in areas of low produc
tion of farm products the least development of cooperative marketing · 
has taken place. Of course, many other sectional differences, such as in 
the characteristics of the farming population which affect their inclina
tion to cooperate, and the degree of organization activity, have also in
fluenced the regional development of cooperative marketing in Missouri. 

Fig. IS.-Types of Farming in Missouri by Sections. 

Few people in Missouri have any real conception of the extent to 
which cooperative marketing is practiced in this state today. The com
plete picture is not portrayed by the number of organizations alone. 
Number of patrons, volume of business and capital invested are even 
more significant measures of its importance. This is shown by statistics 
in Tables 3, 4, 7, 8, and Figures 8 and 16.* 

It is extremely difficult to arrive at any satisfactory estimate of the 
proportion of Missouri farmers who market a portion of their products 

*The number of associations reporting shown in Table 8 includes partial reporto of those received 
indirectly through the U. S. Dept. of Agrioulture. Totals were calculated by multiplying .verages for 
association. reporting by total number of organization •. 



TABLE 8.-STATISTICS OF LOCAL COOPERATIVE MARKETING ASSOCIATIONS IN MISSOURI, 1925 

Number Number NumberofPa- Volume of business Volume of business 
trons. bought from or sold bought for or sold Paid-in capital 

for patrons to patrons 

Orgs. Rptg. Tot. Est. Avg. Total Est. Avg. Total Est. Avg. Total F.st. Avg. 

L. S. ,<\'s 463 218 94,900 205 41,199,000 88,983 
Flevators 164 154 54,300 331 17,589,000 107,249 17,139,000 104,507 2,797,000 17,053 
Prod. Exch's. 301 248 83,700 278 21,811 ,000 72,463 22,557,000 74,939 2,263,000 7,519 
Fruit& Veg. 78 53 11,200 144 5,863,000 75,170 682,000 8,745 
Cotton 8 3 1,600 200 1,050,000 131,250 76,000 9,500 
Other Locals 54 25 10,300 191 715,000 13,245 1,546,000 28,638 265,000 4,906 
All Locals 1068 701 256,000 240 88,227,000 82,609 41,924,000 70,224 5,401,000 10,248 
--- ---

Real Estate, Bldg. 
& Equip. 

Total Est. Avg. 

2,351,000 14,334 
1,816,000 6,034 

81,500 1,045 
1,567,000 19,585 

286,500 5,304 
6,102,000 10,086 
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through cooperative associations. The 1924 emuneration of the Census 
Bureau shows a total of 260,473 farms, with 66,637 farms reporting 
sales or purchases through cooperatives. However, as previously noted, 
the latter figure is in all probability very much of an under-estimate, due 
to the reluctance of many farmers to give such information. The figures 
gathered by this Station show an estimated total number of patrons of 
all types of local. cooperative marketing enterprises of 250,484, which of 
course involves duplication, as many farmers deal with_more than one 

Produce 
·txchanqes 

£Ievators 

Frult&Veq. 
Or". 

Cotton 

Fig. 16.-Division of Total Number of Patrons 
and Volume of Business of Missouri local Coopera
tive Marketing Associations, by Commodities, 1925. 

assoclatlOn. Assuming that the individual farmers included in this 
estimate deal with an average of two organizations, it would appear that 
approximately half of all Missouri farmers sell or buy through some co
operative association. 

According to the Missouri Farm Census made by the Missouri 
State Board of Agriculture, $102,828,190 worth of hogs, cattle and sheep 
were marketed from Missouri in 1925. Approximately $41,200,000 worth 
of these products were handled by local shipping associations, as shown 
by reports to this Station, (see Table eight), or about 20 per cent of the 
total. Since no similar statistics on total value of other Missouri farm 
products marketed are avialable, it is impossible it make an estimate 
of the proportion of these commodities marketed cooperatively. 



· r Plate II.-(l) Office building and personnel of a cooperative termin al market 
livestock sa les age ncy. (2L In terior view of coopern ti ve feed mill . 
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POSSIBILITIES AND LIMITATIONS OF COOPERATIVE 
MARKETING 

27 

Many persons have a belief in cooperaton which amounts almost 
to religious faith, and bitterly resent any implication that the mira
culous results they expect are impossible of attainment. On the other 
hand are those who think that no worthwhile benefits can result from 
cooperative marketing. Each of these groups has caused much grief for 
the cooperative movement, although the former has been by far the more 
troublesome. It is comparatively easy to convince the doubter by a 
practical demonstration of the benefits of cooperative action, but the 
fanatical adherent remains to the end an obstacle in the way of real prog
ress. Those who have made the most careful studies of existing success
ful organizations and past failures are generally agreed that no other 
single factor has done more to retard cooperative marketing than mis
understanding of its real possibilities and limitations. Evidenc:e pointing 
to this conclusion is to be found in Missouri as elsewhere, in instances 
too numerous to be recorded in a publication the size of the present 
bulletin. 

An exaggerated idea of the possibilities of cooperation has several 
harmful effects, chief among them being the following: , 

1. Members who join an organization because they are led to be
lieve that it can accomplish impossible wonders easily become dissatisfied 
with the results obtained, lose interest in the Ilssociation, and withdraw 
their support; whereas those who enter with reasonable expectations are 
encouraged to increased activity by even moderate success. 

2. Dissension in the ranks is promoted by dissatisfied members 
who believe that the organization's inability to "do something" is the 
result of the way in which it is being operated. Table 18 shows that 
approximately half of all types of cooperatives, except livestock shipping 
associations, reported "chronic knockers" as a principal cause of troub-Ie. 
It is significant to note that members of livestock organizations, who 
generally expect least, cause the least dissension. 

3. Management policies of the organization are adversely affected 
and unwise methods of procedure adopted. 

4. The real objectives of cooperation are overlooked, and worth
while benefits actually obtained are passed by as unworthy of attention. 

Most cooperative leaders and managers now recognize that it is 
better for everyone concerned to have one member "sold solid" on co
operative marketing than a dozen whgse allegiance rests on a sand foun
dation. Cooperatives, if they are run properly, have nothing to be asham
ed of and can best afford to admit the limitations of cooperative market
ing at the same time they enumerate its benefits. The organization can 
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be sold to the members on its merits, without the use of subterfuge and 
exaggerated propaganda. Members obtained in such a straight-for
ward way "stay sold." An added hindrance to cooperative activity, in 
this connection, has been the tendency to give it a destructive purpose. 
Cooperative marketing is intended only incidentally to "eliminate the 
middlemen", "cut out speculation", and so forth. The objectives of co
operative marketing should be constructive, substituting for the above 
expressions such ideas as "better marketing service." Hatred of private 
business makes an exceedingly poor foundation upon which to erect a 
cooperative organization. 

While it is necessary that the limitations of cooperative marketing 
be thoroughly understood by everybody concerned, it is equally desir
able to emphasize the actual benefits to be derived. Many farmers dQ 
not realize just what cooperation is capable of doing for them. Because 
many of the benefits of cooperation are covered up or diffused in such a 
way as to' make them hard to recognize, the cooperative association is 
frequently · not given full credit for the things it accomplishes. This 
also contributes to a dissatisfied membership, and stands in the way of 
obtaining the volume of b1.lsiness which makes for efficient operation. 
Most important of all, the steps necessary for obtaining these possible 
benefits will not be taken unless the latter are kept continually in mind. 

The benefits which may be derived from the cooperative marketing 
of farm products, as indic~ted by actual experience, may be listed under 
six heads. 

1. Better Marketing Service.-There are many instances in which 
cooperative marketing associations have filled a real need for better market
ing service. In the case of small fruits for example, it frequently happens 
that there are no local facili ties or marketing agencies capable of furnishing 
a satisfactory market outlet. Under such circumstances cooperatives 
can be established to unusually good advantage. The same may some
times be true of sections which haye a good start in dairying, but lack 
satisfactory local marketing connections. Likewise, some communities 
may be without the services of sufficient local livestock buyers, requiring 
shipmen t in less than carload lots and correspondingly high transportation 
charges. The number of local marketing associations which gave lack 
of a satisfactory local market as one reason for organizing is shown in 
Table 11. Even where there are ~ufficient private marketing a.gencies 
to handle the business by ordinary methods there are many opportunities 
for cooperatives to step in and render a better marketing service. Pool
ing, for example, spreads the risk' of price changes which are beyond 
the control of individual producers, thus obtaining more uniform and 
satisfactQry prices. It also is used as a means of distributing unusual 
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losses and expenses, as in the case of dead and crippled stock shippedJby 
livestock shipping associations. Cooperative cotton marketing organi
zations have done much to promote ginning of cotton by producers and 
selling in the lint, a practice which brings greater returns than selling in 
the seed as formerly done under the system of private dealers. 

Grading and standardizing are examples of the services which are 
usually rendered more satisfactorily by cooperatives than private mar
keting agencies. There is also a great opportunity for many coopera
tives in this state to give better service to their members in selling sup
plies such as feed and fertilizer. These services will be discussed in 
greater detail in connection with other benefits of cooperative marketing. 

2. Profits.-Cooperative associations, when operated with equal 
efficiency, retain for their members the profits which ordinarily go to 
prviate firms in the same line of business. Careful investigation has 
shown that these profits of private middlemen are not as large as many 
have believed. The size of the gross margin obtained by a business firm 
is no indication of what the net profit may be. Competition is more of a 
safeguard against exorbitant profits than is commonly believed. Rec
ords show that the amount of profit made by different concerns varies 
widely, many firms, both cooperative and private, making none at 
all. Table 9, also Tables 30 and 36, show the widely varying 
conditions found among Missouri local cooperatives. However, profits 

TABLE 9.-NuMBER OF LOCAL COOPERATIVE MARKETING ASSOCIATIONS IN MISSOURI 
REPORTING NET PROFITS FOR 1925 WHICH FALL IN DIFFEREN'r PROFIT GROUPS 

Class limits Produce 
(Dollars) exchanges Elevators Others Total 

-----, 
-3000 - -2501 -- I -- 1 
-2500 - -2001 -- 2 -- 2 
-2000- -1501 1 2 -- 3 
-'1500- -1001 -- 1 -- 1 
-1000- - 501 3 1 -- 4 
- 500-- 1 1 2 -- 3 

1- 500 17 7 1 25 
501- 1000 24 5 3 32 

1001- 1500 8 7 1 16 
1501- 2000 11 4 2 17 
2001- 2500 5 7 1 13 
2501- 3000 5 6 -- 11 
3001- 3500 1 6 2 9 
3501- 4000 2 3 -- 5 
4001...., 4500 -- 3 -- 3 
4501- 5000 2 3 -- 5 
5001- 5500 -- -- -- --
5501- 6000 4 2 - - 6 
6001- 6500 1 -- -- 1 
6501- 7000 -- -- .. - --
7001- 7500 -- -- -- --
7501- 8000 -- I -- 1 
8000 & over 2 1 -- 3 
Total 87 64 10 161 
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in business are on the average obviously sufficient to keep private owners 
in business, and should be equally worthwhile to members of coopera
tives, although distributed among many more individuals. 

The manager of a livestock shipping association states that patrons 
of his organization are always very proud of their refund checks, no 
matter how small, and that patronage dividends are very effective in 
maintaining the interest of members. A considerable proportion of 
associations reporting dissatisfaction on the part of members gave in
ability to pay dividends as a cause. Profits, in the form of dividends, rep
resent a benefit of cooperation which is more tangible than any other 
and are therefore important in keeping members satisfied. 

Members of cooperatives should not expect their association to 
start paying big dividends from the first. Anyone acquainted with the 
facts knows that it often requires years of hard work to put a business 
on a paying basis. It is also eviderit that even the most successful busi
ness firms have their years of adversity. More should not be expected 
of cooperatives than of private enterprises in this respect. 

The tendency in any event is to lay too much stress on profits, 
which in reality constitute only a minor benefit of cooperative market
ing. This may be illustrated by two examples. A local association lo
cated in a town where there is little competition may, by paying low 
prices, make 'a fine showing on the books as regards profits, yet in reality 
be accomplishing less for its members than one which is "in the red", 
due to competitive conditions on which it may have had a very stimulat
ing effect. This should not be taken to justify all cases of failure to 
realize a profit, but is simply an indication of the many factors to be 
considered in judging a cooperative. 

Elevators, exchanges and other cooperatives dealing in .feed 
often unconsciously pattern their methods after private firms handling 
the same products, and in doing so pass up a chance to render a great 
service to their members. The object of the private concern is to make 
as large as possible a profit on the sale, whereas the real object of the 
cooperative should be to furnish members a better feed selling service. 
Cooperatives can save more money for their patrons by inducing the 
latter to avoid buying high priced quack preparations, and to buy and 
mix their own feed intelligently according to their needs and the latest 
scientific findings, than by returning to them a few dollars in ,dividends 
at the end of the year. Of course, it is hard for a manager to follow such 
a sound policy as long as the members persist in judging his efforts sold,y 
by the ambunt of profit made or the price charged for the feed. 

3. Savings Due to Reductions in the Cost of Marketing.-In many 
instanceS cooperative marketing organizations, in addition to obtaining 
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the ordinary profits of the business in which they are engaged, 'have been 
able to effect additional savings by reducing the cost of marketing. This 
is most evident in connection with livestock. A study made by the Wis
consin Experiment Station showed that the net return on hogs to pro
ducers shipping through cooperatives was 92 cents on each dollar of 
sales at the central market, whereas the return was only 74 cents on 
hogs sold to local buyers. The difference was apparently even greater 
on calves and dairy stock sold for butchering. Other states have dis
covered similar savings. In Missouri, where local buyers' margins are 
usually somewhat lower, the saving is probably not quite so large, yet 
very satisfactory. Fifteen livestock shipping associations giving com
parable and acceptable figures on this point said they saved their patrons 
an average of 61 cents per hundred weight on hogs, the range being from 
15 cents to $1.25. A previous survey in Missouri checks very closely 
with this figure.* In instances when farmers formerly shipped direct to 
market there is usually a saving in freight rates, and less labor is involved. 
At the terminal market, cooperative commission companies have been 
able to cut selling costs from 25 to 50 per cent, which, although it is only 
a small percentage of sales, amounted to a saving in 1926 of $101,202-
.13 for one firm located in Missouri, or over $600,000 during the period 
it has been in existence. Other organizations report similar savings, 

Handling costs of other commodities have usually not been reduced 
to such an extent, the amount saved varying with the conditions en
countered. Costs can be reduced only by increasing efficiency of opera
tion over that of the private marketing agencies which formerly handled 
the business. This is much more difficult than some people realize. How
ever, cooperatives often have three advantages in this respect, namely, 
larger volume 0f business, less expense in obtaining this volume, and 
cheaper financing. 

I t is true that the possibilities of reducing marketing costs by coopera
tive action have frequently been greatly over-estimated, with the harmful 
results previously noted. One of the stock arguments for cooperation 
is that the farmer only gets one-third or one-fourth of the consumer's 
dollar, and that it is only necessary to market cooperatively in order 
to greatly reduce this spread between the price paid by the consumer 
and that received by the farmer. Such statemen ts, are clearly ridiculous 
when the facts are consulted. These show that cooperatives have not 
been able materially to reduce this spread. Reasons for this are not hard 
to find. There are definite services rendered in marketing. The private 
middleman is usually not eliminated, but only replaced by the coopera
tive,. which automatically assumes responsibility for all costs and duties 

*Miuouri Agricultural Experiment Station Bulletin 199, "Cooperative Livestock Shipping Associa
t ions in Missouri", bi' Ralph Loomis. 
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of the private agency. Moreover, the cooperative in most cases carries 
the product only a short part of the way to the consumer, and even if it 
could operate without any expense the total marketing costs would not be 
greatly reduced. This is well illustrated in the case of wheat and oranges, 
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Fig. l7.-Division of Consumer's Dollar Paid for Bread and Oranges, 1921. 
(From Part IV, Report of Joint Committee of Agricultural Inquiry; 67th Congress.) 

representative commodities, by Figure 17. It may even be to the 
advantage of a cooperative to increase marketing costs . by advertising, 
etc.Df in S0 doing prices can be sufficiently raised to more than pay the 
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difference. In any event, reduced costs, like profits, are usually a rela
tively unimportant benefit of cooperative marketing, and the success 
of any organization should not be judged on the basis of such savings. 

4. Better Prices-The most important benefit of cooperative 
marketing is in most cases the obtaining of better prices for members' 
products. Missouri cooperatives have thus far not made as much prog
ress in this direction as many groups have done in other states. The 
conditions responsible for this difference will be noted farther on in our 
discussion. 

It is now generally recognized in regions where cooperation has been 
most successful that cooperative associations cannot arbitrarily "fix", 
or force higher prices, or obtain "cost of production plus a reasonable 
profit" for all members. In the past many such schemes have been tried 
out, eventually resulting in failure. Plans for the artificial manipulation 
of prices have been offered to the members of cooperatives in various 
guises, such as pooling, holding products off the market, controlling 
supply, storing the surplus, "feeding and market", limiting production, 
and so on. Many of these methods have. their uses if cautiously applied 
and with full realization of their limitations. This caution, however, 
is generally lacking. Agricultural commodities are produced under con
ditions differing in many respects from those under which industrial 
products are produced, and analogies made between the two as re
gards the possibility of affecting price are in most cases fallacious. 
The reasons why cooperatives cannot control prices are many and in
volved, hence cannot be given here, but sufficient proof lies in the history 
of past attempts. 

Notwithstanding these facts, such proposals are constantly coming 
up in connection with efforts to establish cooperative marketing in Mis
souri, as shown by the following statements attributed to leading figures 
in two widely differing organizations: "The aim of the ...... is to 
enable the Missouri farmer to place his own price upon the products of 
the farm"; " .... . ... first farmers' organization in the United States 
which ever started out to get complete control ..... "; and" .... pro
duction cost plus a reasonable profit for the fruits of the farmer's sweat 
and toil." Similar statements are still common all over the country, as 
for example the following quotation appearing in the press in 1920: 
" ..... the (naming a large farmers' organization of which the speaker was 
an officer) will be the first to help organize nation-wide selling organiza
tions which shall fix the price of farm products." This same organi
zation had previously failed in several efforts to accomplish that very 
object .. 

Such ideas cannot help but cause much trouble for cooperative mar
keting, and also serve to draw attention from the many things which can 



34 MISSOURI AGRICULTURAL EXPERIMENT STATION BULLETIN 253 

be done and are being done to favorably inj1uence the prices of products 
sold through Missouri cooperatives. There is a distinct contrast be
tween these statements and those made by managers of cooperatives 
which have been in successful operation for years, who say they are out 
to get the best prices which supply and demand conditions in the market 
will afford. 

I t has been said that cooperative marketing is a selective' process, 
and that its benefits accrue to the cream of producers who constitute its 
personnel, rather than the skimmilk of the rank and file of unorgan
ized farmers. This analogy is correct, in that cooperative marketing 
cannot be expected to raise basic price levels of staple farm products, 
but only to bring premium prices to a selected group of more capable 
farmers. "Control of the market" and such things are not necessary to 
accomplish this, and are for any other purpose impossible. 

The first step in obtaining better prices for farm products is "bal
anced" production. It is now recognized that in agriculture, as in other 
industries, economic as well as physical fac;tors must be taken into con
sideration in planning what, when, and how much to produce. While the 
full importance of this to agriculture is yet a matter of conj ecture, it is be
lieved that cooperatives can do much to insure more satisfactory prices 
for their members by gathering and supplying information on supply 
and demand, in order that production programs may be more intelligent
ly planned. This is particularly true in Missouri, as shown by the fol
lowing examples. 

From 1924 to 1927 the land devoted to strawberry production in 
Missouri, according to authentic reports, increased from 11,000 to 26,000 
acres due to the fact that many new sections of the State entered pro
duction of this crop. This means that, weather and other conditions 
being the same, lower prices must be accepted for the increased supply 
when the new fields come into bearing. This is well illustrated in the 
case of Missouri grapes, which had only a 30.6 .per cent greater total 
value in 1926 than in 1924, although production in tons had increased 
120.6 per cent. Cooperatives in California and other regions which have 
faced over-production, as a result of returning satisfactory prices to . 
their members over a period of years, are well acquainted with this 
situation, and make efforts to anticipate it by pointing out the danger 
which lies ahead. The fruit associations of Missouri apparently will 
have an equally good opportunity to render such a service to their 
members. 

Likewise, it is well knowri that livestock prices fluctuate in accord
ance with market receipts, following regular cycles of several years dura-
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tion, depending upon the time it takes producers to get into and out of 
production. Thus, in 1924, due to heavy production, hogs were cheap 
and many farmers let their breeding stock go. As a result, production 
decreased, and hog prices soon reached the highest point, as compared 
with corn, that had been recorded in twenty years. The farmer who 
looked ahead was able to profit greatly by this situation. Much informa
tion about supply and demand conditions and pricesoflivestock is avail
able from the U. S. Department of Agriculture, the Missouri College of 
Agriculture, and the agricultural colleges of other states. Such infor
mation is helpful to those who wish to have most to sell when prices are 
highest. Livestock marketing associations have a wonderful oppor
tunity to obtain and interpret such figures for their members, and by 
so doing can usually be of far greater service to producers than by 
merely reducing handling charges. Such activities open up a new field 
of usefulness for cooperative organizations of all kinds, the value of 
which can only be guessed at. 

The second way in which cooperatives can obtain better prices for 
their members is by favorably influencing the quality as well as the kind 
and amount of production. This has been an exceedingly important 
factor in the success of cooperative marketing in all sections of the 
country. The Land O'Lakes Creameries in Minneso.ta, for example, in 
1925, launched a drive for a better product, and as a result the percentage 
output of the high priced sweet-cream butter scoring 93 or better was 
increased from 32.4 in February 1925 to 61.0 in the same month, in 1926. 
Similar l'rogress has been. made by other organizations in improving the 
quality of output. 

Missouri offers an unusually good field for such activity. Careful 
grading, strict inspection, standardization, and payment by grade, which 
are characteristic features of cooperative marketing, can accomplish 
wonders in raising the quality of products marketed in this way. The fac~ 
that consumers are willing to pay a big premium for standardized quality 
is well known, yet in most instances cannot be taken advantage of by 
the individual farmer marketing through ordinary channels. When the 
same price is paid for cream, eggs and other products, regardless of 
quality, there is little incentive to the producer to exercise care in their 
production and handling. Cooperatives are able to overcome this obstacle 
and as a result return to their members better prices. 

The best example of this in Missouri is found in the wonderful 
strides made by the fruit organizations in improving the quality and 
standardizing varieties of strawberries, although even in this case much 
remains to be done. Cooperatives handling other products are getting 
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started on programs of this kind. Cream, eggs, grain, livestock and truck 
crops are beginning to receive more attention in this regard. 

The third step in obtaining better prices for the members of cooper
ative associations is intelligent merchandising of these graded, quality 
products. Merchandising means: controlling flow to market and dis
tribution between markets so as to avoid alternate market gluts and 
famines; advertising and developing new markets through the use of 
brands, trademarks and modern salesmanship; and the rendering of bet
ter marketing service in general. The most successful cooperatives in 
the country have been built around the above closely related methods 
of "winning in competition." Missouri cooperatives have hardly touched 
on the possibilities in this field of activity. Even the long established 
and highly successful fruit associations can do more than formerly in 
merchandising their members' products, since they are following only 
some of the practices found beneficial by similar organizations in other 
states. But before complete merchandising programs can be established 
by Missouri cooperatives it will be necessary for their members to realize 
the importance of such moves and get behind them whole-heartedly. 
In the past, trouble often has followed in the wake of grading and similar 
activities where producers had not been educated regarding their neces
sity and details of operation. This is illustrated by the troubles encoun-
tered by the Mark Twain Poultry Producers Association. ' 

The above program for obtaining better prices for Missouri farm 
products through cooperative marketing is applicable to most organiza
tions and commodities. However, there are many other ways ip which 
prices are being or can be favorably influenced by cooperatives. 

Collective bargaining through cooperatives is practiced to a con-; 
siderable extent in Missouri. Many local associations purchase their! 
supplies through a central buying agency, which, when properly handled,~ 
gives a material advantage in bargaining with manufacturers and deal':': 
ers. 

The Missouri Farmers Association does a large business in buying 
supplies for local units. Products handled include coal, fertilizer, feeds 
and many kinds of miscellaneous supplies. The handling of supplies in 
many cases is a determining factor in the ability of a local association 
to avoid incurring a loss, and helps to tide over dull seasons. 

Milk producers, as at St. Joseph and Kansas City, have also used 
collective bargaining in their efforts to obtain a more satisfactory price 
from city distributors. Probably the best example of collective bargain
ing in this state is the strawberry auction conducted at Monett, where 
several associations deal direct with buyers who come to the auction dur
ing the season. The advantages of this form of selling fruit have been 
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questioned by certain interests, but in the light of present facts it would 
appear that such criticisms are generally ill founded. 

By affording a different and uncompromising competition, coopera
tives are frequently able to correct undesirable trade practices, and to 
eliminate partial monopolies sometimes enjoyed by private dealers. This 
is true for both organizations in the central market, such as livestock 
commission firms, and local associations. Many stories have been told 
of widely varying prices paid by line company elevators and gins in 
neighboring towns. Shortweighting, dockage for non-existent faults, se
cret agreements on prices, buying at low prices before price changes at the 
central markets become known to farmers, and similar petty trade 
abuses are perhaps less prevalent and important than commonly 
thought, yet certainly local cooperatives have accomplished much in 
bringing about a condition of healthy competition in their individual 
trade terri tories. 

TABLE 10.-AvEREAGE PRICES OF FARM PRODUCTS AND SUPPLIES IN TOWNS WITH 
AND WITHOUT COOPERATIVES-ApRIL 1924-MARCH 1926 

(Data on prices from E. A. Logan, State Agricultural Statistician. The study in
cludes 325 towns well distributed over the state.) 

Product 

Wheat 
Cornmeal 
Middlings 
Bran 
Chickens 
Eggs 

Cooperative 

$1.45 
2.76 
1.86 
1.4>7 
0 . 181 
0.285 

N on-Coopera tive 

$1.41 
2 . 78 
1.99 
1. 54 
0.175 
0.282 

Percen tage lower or 
higher in Coopera

tive towns. 

2.8% higher 
0.7% lower 
6.9% lower 
4.7% lower 
3.3% higher 
1.1% higher 

.One manager states that when his organization entered the field local 
cream buyers went from four cents below St. Louis quotations to two cents 
above, and have held this relative position since. Others report an increase 
in the local price of eggs, as a result of cooperative competition, of "a 
dollar a case" and "four cents per dozen", while another maintains that 
local coal prices dropped two cents per bushel "in the dead of winter", 
and that prices of eggs advanced. These are certainly substantial price 
benefits, and while it is frequently difficult to ascertain just what effect 
local. cooperatives have on -prices in their communities, claims made in 
their favor are worthy of more credence than is sometimes given them. 

That these individual reports are probably typical of the successful 
associations is indicated -by .statistics on prices paid for farm products 
and charged for supplies in representative towns in Missouri, as gi"en 
in. Table 10. It will be seen that in the towns having cooperatives deal
ing in the product in question, prices were in each case slightly higher 
for farm products and lower for supplies. Of course this may have been 
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partially due to other circumstances, and in any event the significance of 
the data is relative rather than absolute. These figures seem to prove 
false the statements often made by private dealers that they make larger 
margins in towns having cooperatives, due to the inefficiency of the lat
ter and their desire to make a big showing with patronage dividends. The 
Missouri Experiment Station is at present engaged >in a much more 
detailed study of local prices which will no doubt throw additional light 
on this point. 

5. Greater Efficiency in Production.-One of the most important 
benefits of cooperative associations, as indicated by actual experience, 
is their influence on production methods. This has been men tioned in 
connection with the kind, quality and amount of products produced. 
But it extends also to efficiency in production. It is now generally rec
ognized by cooperatives that obtaining a satisfactory price is on1y one 
item in the program for a more prosperous agriculture. This price must 
be turned into a profit by economical farming methods, and the profits 
thus obtained must be turned into satisfactory living. If we should run 
short of gasoline the discrepancy could be made up bX discovering new 
oil wells or increasing the efficiency of gasoline motors. An analogous 
situation is encountered in connection with farm prices and profits. 
There are many figures to prove that costs of production frequently vary 
as between individual producers over 100 per cent. It is evident that this 
gives an opportunity for increasing profits fully as great as any possibility 
of raising prices, for no one expects prices to be doubled through coopera
tive marketing or any other agency. 

Cooperative associations have usually been willing to recognize this, 
and have done much to aid their members in becoming more efficient 
producers. They have acted as mediums through which other agencies 
can work to improve production methods. The case of selling feed and 
fertilizer previously mentioned is a good example of the great oppor
tunities for such activities. In Missouri, associations like those handling 
fruit have for years directed their efforts along such lines and the Col
lege of Agriculture, through its extension division, is receiving the active 
support of many organizations in dealings with their members. 

6 • . Non-financial Benefits of Cooperation.-Cooperative associa
tions" in addition to obtaining these financial benefits for their members, 
are in several ways a source of good in the community. They develop 
leadership which carries on to other community endeavor. Community 
spirit and cooperation are usually fostered, bringing real progress and 
prosperity along many lines. These benefits are very intangible, and 
sometimes appear unimportant when compared with those of a strictly 
financial nature. The only way they can be really appreciated is through 
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a visit to some section where cooperation has long been established on a 
successful basis. Here it is seen that the benefits of cooperation extend 
to everyone in the community. 

TABLE 11.-REASONS GIVEN FOR ORGANIZING BY MISSOURI LOCAL COOPERATIVE MAR
KETING ASSOCIATIONS REPORTING, BY KINDS OF ORGANIZATIONS 
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Livestock Shipping Assns. No. 137 16 -- 96 22 23 86 

% 100 11.6 -- 70.0 16.0 16.1 62.7 
---------------

Elevators No. 93 26 56 53 12 21 49 
% 100 27.9 60.2 56.9 12.9 22.6 52.6 

'----------- -.----
Produce Exchanges No. 116 29 70 83 17 40 78 

% 100 25 60 .3 71.5 14.6 34.4 67.2 
---------------- - .. - .. -

Fruits & Vegetable No. 33 8 10 8 4 13 27 
Organization % 100 24.2 30.3 24.2 12.1 39.3 81.8 

- --------------
Central Sales Agencies No. 9 3 3 6 - - 3 7 

% 100 33.3 33.3 66.0 - - 33.3 77.7 
---------------"- -----

Others No. 25 8 13 20 -- 7 23 
% 100 32 52.0 80.0 -- 28.0 92.0 
----------------

Total No. 413 90 152 266 55 107 270 
% 100 21.7 36.8 64.4 13.3 25.9 65.3 

Education on Benefits Needed.-In personal VISIts made to local 
cooperative associations it was discovered that officials of these organ
izations had very little real.idea of why these enterprises were started 
or of the specific benefits to be obtained. This made it necessary, in the 
questionnaires sent 01:lt by mail, to ask those replying to check definite
ly stated ;easons for organizing. The result is shown in Table 11. An 
association which begins operation without any specific objective works 
under an initial handicap of no small importance. Members tend to lose 
interest and fail to support their organization. The advantage of having 
leaders thoroughly acquaint themselves with what they can expect to 
accomplish, and then making this plain to prospective members, can 
hardly be over-emphasized. It appears that the present practice is to 
talk and think in terms of generalities. 

Additional evidence is found in connection with farmers' business 
organizations which have gone out of business. Six defunct produce ex
changes stated that their object in organizing had been "to handle 
farm products," while others gave it as "cooperative selling") "to get 



TABLE 12.-BENEFITS REPORTED BY LOCAL COOPERATIVE MARKETING ASSOCIATIONS IN MISSOURI 

Kind of Organization L. S. Assn' s. Prod Exch's. 

I 
Elevators Fruit & Veg. 

Number of Organizations 463 301 164 78 
Organizations Reporting - 140 111 84 21 

-- ---
Benefits No. Percent No. Percent No. Percent No. Percent 

Raising local price levels • 97 69 104 93.6 76 90.4 14 66 
Lower local price levels -- -- 94 84.6 72 85.7 10 47.6 
Reducing spread between prices paid at 
terminal markets and local prices 100 71 . - -- -- -- -- --
Reducing handling charges or marketing 

cost 82 58 79 71.1 45 53.5 17 80.9 
Pay higher priC'es than co~_npetitors. - - -- 26 23.4 21 25 6 28.5 
Charge lower prices for supplies than 

com he ti tors. -- -- 47 42.3 40 47.6 6 28.5 
Furnis ing a market outlet where no 

sui table one existed before 28 20 25 31.5 30 35.7 17 80.9 
Acting as warehouse and shipping agency 

for patrons on produce not bought out-
right 26 23 .4 22 26.4 9 42.5 

Grading 27 19 39 35.1 29 34.5 15 71.4 
Payment according to grade. -- 23 20 ~ 7 38 45.2 16 76.7 
Pooling price received by grade 14 10 10 9 6 7.14 12 57.1 
Pooling of losses and unusual expenses 22 15 20 18 11 13 13 61.9 
Controlling flow to market -- -- - - -- - - -- 10 47.6 
Improving distribution between markets - - -- -- -- - - -- 10 47.6 
Advertising and developing new mar-' 

kets -- -- - - - - - - -- 10 47.6 
Collective Bargaining -- - - -- -- -- -- 9 42.8 
Disposal of surplus products so as to 

avoid market gluts -- -- -- -- - - -- 11 52.4 
Educating members regarding mar~et 

demand 62 44 59 53.1 36 42.8 16 76.2 
Improvement in efficiency and quality 

of members' production 45 30 57 51.3 27 32.1 15 71.4 
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TABLE 13.-NuMBER AN,) PERCENT OF LOCAL ASSOCIATIONS REPORTING, BY COMMODITIES, HAVING DIFFERENT NUMBERS OF THE BENEFITS INDI
CATED'IN TABLE 11 
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profit above cost of production", and "higher prices." Four out of five 
livestock shipping associations said their objective was "to do livestock 
marketing." Likewise, six out of eight failed elevators were organized 
"to handle grain and other farm products". In no case did the reports 
show even a partial understanding of the real purpose or possibilities of 
their organization. 

The benefits supposed to nave actually been obtained, as checked 
by officials of existing organizations which reported on this point, are 
shown in Tables 12 and 13. Here, again, a careful study of the 
answers indicates that only a vague idea is had by many officials of 
what their associations are actually accomplishing. The figures are, 
however; interesting in many respects, and will repay close scrutiny, 
but the length of any adequate discussion prohibits its inclusion in this 
publication. 

FACTORS AFFECTING SUCCESS OR FAILURE 
Failures are found in every walk of life; even in those where success 

is most easily attained. Cooperative marketing, like every other kind of 
business, has seen many en terprises come and go. If a man fails to succeed 
as a lawyer it is usually a rather simple matter to point out some of the 
outstanding reasons for this. Young rilen who contemplate entering the 
legal profession can by studying similar cases learn what qualities con
tribute most to success at the bar. The same is true in any business. The 
automobile manufacturer, as the smallest retailer, seeks to profit by the 
experience of those firms whose failure to meet the standard of· competi
tion has forced them out of business. 

This is the spirit with which failures in cooperative marketing should 
be viewed. From such a standpoint they are merely stepping stones to 
success in other cooperative enterprises. The tendency not to make use 
of such valuable experiences has already been mentioned. There is no 
need for covering up or being ashamed of unsuccessful atempts to market 
cooperatively. Some opponents of cooperation have at various times 
tried to make capital out of these failu,res, but it takes only some hard 
thinking and a few facts to convince the farmer of the real character of 
such attacks. 

In the case of every farmers' organization which has gone out of 
business definite reasons can be assigned to account for the lack of suc
cess, and these mistakes can be avoided in future attempts. Cooperative 
marketing has some inherent limitations, but usually these play only a 
small part in the failure of an association. These limitation~, as given by 
various authorities, are: first, that there is a lack of private initiative in 
management; second, that it depends for success upon concerted group 
action, whereas the farmer is notoriously individualistic; third, the lack 
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of "business sense" on the part of many farmers; and fourth, the fact that 
outsiders frequently are equally benefited by the activities of the co
operators, without assuming their share of the burden. , 

Some people have interpreted these limitations, in conjunction with 
the number of failures encountered (See Table 14 for statistics on 
out-of-business associations reporting to the U. S. department of Agri
culture), as indicating that cooperative marketing can never be as suc
cessful as other business. Actually, however, there is "no proof that co
operatives have a higher mortali ty rate than any other business group"; 
in fact, the evidence points to a somewhat lower percentage. According
to various authorities,* only two to four per cent of mercantile firms 
succeed, the average life of retail grocery firms in New York City is only 
three years, and "a conservative estimate is that not over ten per cent 
of those who enter business on their own account are successful." Figures 
obtained by the Department of Agriculture on farmers business organi
zations going out of business between 1913 and 1923 show that "con
siderably fewer than 10 per cent of the total number" of associations 
ceased operation during that period. Although this census is not com
plete, "it purports to give an encouraging comparison with somewhat 
similar" private enterprises. However, data are available for smaller 
sections which indicate a considerably higher mortality rate than thi; 
would indicate. For instance, in New York State 1384 associations were 
chartered between 1917 and 1925, of which 328, or 23.7 per cent, were 
inacti,ve or out of business in 1924. 

A census made by the Missouri Experiment Station with the aid of 
approximately 1500 local bankers, county agents, vocational teachers and 
others, as well as by personal visits to representative sections, shows that 
cooperative marketing enterprises have had their ups and downs in 
Missouri as in other states. Figure 18 shows the number of out-of
business associations in Missouri, by commodities. Figure 19 shows 
the location of these former organizations. Table 15 gives detailed 
statistics on losses, volume of business, membership, and capital in~ 
vested. Figure 20 and Table 16 show the years in which these as
sociations went out of business. 

In order to compare failures in private and cooperative business 
in Missouri, a representative of this Station, with the consent and assis
tance of the Secretary of State, examined the corporation records at 
the State Capitol which contain the names and summarized reports of 
some 21,269 corporations covering two periods of four years each, the 
last ending in 1926. It was found that, of the business corporations ex
isting at the beginning of or formed during the first period, 5,761 or 

*Mears and Tobriner, "Principles of Cooperative Marketing," pp.57-58. John Wanamaker, A. 
T. Stewart, and other authorities ale quoted in a short but comprehensive discussion of this aupject. 



TABLE 14.-OUT OF BUSINESS ASSOCIATIONS IN THE UNITED STATES JANUARY, 1926 (Data from the U. S. Dept. of Agr.) 

Membership Business Losses 
Geographic No. 

Division Listed No. Rptg. Members Average No. Rptg. Amount Average No. Rptg. Amount Average 
----------

(Thous'ds) 
New England 58 30 1,168 39 34 7,992 225,059 14 122,287 8,734 
Middle Atlantic 66 34 3,992 117 33 3,863 117,061 16 65,827 4,115 
East N. Central 231 118 24,992 211 151 10,129 67,079 58 1,364,096 23,519 
West N. Central 378 209 20,268 97 236 15,816 67,017 108 1,233,766 11 ,424 
South Atlantic 61 28 1,562 56 35 1,682 48,057 10 48,602 4,860 
East So. Central 49 24 2,833 118 28 671 23,964 1 550 550 
West So. Central 86 47 6,368 1:i5 46 2,483 53,978 19 185,250 9,750 
Mountain 110 53 8,844 167 61 3,727 61,098 23 443,856 19,298 
Pacific 78 52 17,078 328 38 14,345 377,500 16 199,022 12,439 
United States 1117 595 87,035 146 662 60,708 91,704 265 3,663,256 13,824 

TABLE 15.-STATISTICS OF OUT OF BUSINESS ASSOCIATIONS REPORTING FOR MISSOURI INCLUDING 1925 

Volume 
of Business Losses 

Paid up Capital 
Fees & Stock 'Loans I Unpaid for Total Total Last Year Other 

No. No. of Operation by Members Products Other Creditors 
out of Re- ---' -------------
Busi- p.ort- Est. Est. Est. Est. Est. Est. 
ness Ing Total Avg. Total Avg. Tot. Avg. Tot. Avg. Tot. Avg. Loans Tot. Avg. 

--------------------
Produce 

Exchanges 31 19 155,806 5,026 118,575 3,825 66,588 2,148 5,146 166 204,910 6,610 
Livestock 

Shpg. Assns. - 41 8 1,965,950 47,950 
Elevators 44 16 511;852 11 ,633 4,498,560 102,240 298,452 6,783 16,500 375 57,552 1,308 
Others 66 10 1,417,020 21,470 3,910,302 59,247 455,136 6,896 2,640 40 198,000 3,000 

--, ------- -------------
All Locals 182 53 2,084,678 14,784 10,493,387 57,655 820,176 5,816 7;786 80 16,500 375 46Q,~6~_ 3 1265 

---_ ... . _-

(Estimated totals were calculated by multiplying ,lV:erclgea for the assoclation8 reporting on each item by the total number of out of Business Organizationt; of each 
kind as found in Mi.lOuri b~ cenlUI made by this Statioo

c 
wit~. the aid of local banken. ~ounty agents, vocational Agriculture teachers, and existing cooperative.s.) 
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thirty one per cent were delinquent some time during the second period, 
as shown by subtracting from the total number of names in the second 
set the number which were first entered during that period, and then 
subtracting this result from the total entries in the first set. This indicates 
that a large proportion of incorporated enterprises cease operation every 
year, and supports the previous statistics given. During this same time 
about 225 cooperative marketing associations were incorporated, of 
which only 21, or 9.3 per cent were delinquent, a very favorable dif
ference in favor of the cooperatives. It should be noted that the coopera
tive organizations had to be picked out of this vast number of entries by 
a clerk, and therefore the number given is of relative rather than absolu te 
accuracy. Only five of those organizations incorporated under the 1923 
cooperative law had gone out of business at the time this study was made 
in 1926. 

TABLE 16.-NuMBER OF ASSOCIATIONS REPORTING GOING OUT OF BUSINESS, BY YEARS 
AND COMMODITIES, 1918-1926 

Prod. Other 
Year Exc's. L. S. A.'s Elevators Assns. Total Avg. Life. ----_. ._-

1918 1 1 2 1 
1919 1 1 9 
1920 
1921 1 2 3 3.5 
1922 5 2 2 9 2.7 
1923 6 2 5 2 ]5 3.5 
1924 3 4 2 9 3.5 
1925 3 1 4 1 9 7 . 5 
1926 2 1 1 1 5 5.2 
Total 19 8 16 10 53 4.2 

Apparently, associations engaged in handling various commodities 
are more or less equally subject to the hazards of business, since the num
ber of organizations which ceased operation by commodities corresponds 
roughly to the number of existing associations of each type. An exception 
to this seems to be found in local elevators, which apparently have aheavi
er rate of mortality. This is probably due to severalfactors, including the 
larger amount of capital necessary, the comparatively narrow margins 
on which some elevators must operate, the opportunity for speculation, 
the greater fire hazard, and the relatively large overhead expense and 
management requirements~ 

It should also be noted that the location of associations which have 
ceased operation is very scattered, and, corresponds rather closely with 
the distribution of existing organizations. This indicates that sectional. 
differences have been of minor importance as a cause of failure in 
Missouri. 
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From 1920 to 1923 the number of associations going out of business 
in Missouri increased rapidly, and thereafter gradually declined, as 
shown in Table 16 and Figure 20. The peak in number of fail
ures in the United States as a whole was also reached in 1923, as in
dicated by statistics issued by the Department of Agriculture. From this 
it has~been frequently concluded that business conditions have been the 
most potent cause of cooperative failures. A careful study of the figures 
for Missouri indicates, however, that the importance of this factor has 

livestock. 
Stipprwt Or¢ AI 

Produce 31 
Exchan~ 

Stores IZ 

9 

C~7 

Mil" OJ-q. Z 

WoolOrq. 2 

Fig. IS.-Number of Out-of-Business Coopera
tive Marketing Ass,ociations in Missouri, Including 
1925, by Commodities. This includes only those re
ported to the Missouri College of Agriculture, and 
which have died in recent years. 

been over-emphasized. General commercial failures reached their peak 
in 1921 rather than 1923. If Figure 20 is compared with Figure 4, 
it -becomes evident that there is an interval between the peaks of 
organization and time of going out of businc!ss of about two or three 
years. Undoubtedly the large number of associations started in 1920 
and 1921 accounts to a considerable extent for the peak years of failure. 
Almost any organization, regardless of the handicaps under which it may 
labor, can keep going for a couple of years, and a certain percentage of 
failures is only natural. Therefor,e" the number of associations going out 
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of business by years is approximately what would be expected following 
the curve of growth encountered. It is true, howeve~, that associations 
can often survive under relatively inefficient management in times of 
prosperity, and that business depression hastens the fall of cooperatives 
which are not on a secure footing. 

e Livestock Shippin" AS$oc, 
e Proouce EXGh,l!InQ'es 

• Elevatore. 
e Stores 
o Other~ 

Fig. 19.-Location of Out-of-Business Associations 1M Missouri, 
Including 1925. 

Fig. 20.-Number of Associations Reporting \Vhich Ceased Op<!ration, 
by Years. (Data for Year 1926 incomplete.) 

Former officers and members of a considerable number of cooperative 
associations which are now out of business were interviewed, in order 
to ascertain causes for failure. It was outstandingly evident in many 
cases that the real reasons were not at all understood. For,instance, the 
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failure of the St. Joseph Milk Producers Association, in which had been 
brought together both ordinary producers and producer-distributors 
with interests in many respects directly opposed to each other, was at
tributed to "lack of support" and similar popular bogies of cooperation. 
Disloyalty is also shown, in Table 18, to be a most frequently given 
cause of trouble. It must be evident, however, (see Figure .19) that 
on the average the members of the failed associations are the same kind 
of farmers as those belonging to successful organizations, and therefore 
that there must be some deeper lying reason back of the disloyalty com
plained of. In the case of the milk association referred to, for example, 
one of these causes, the diversity of interest, was not hard to find. This 
point carries a valuable lesson for existing organizations which are hav
ing trouble with their membership. In all such cases it behooves the 
management to look behind this surface indication, discover the real 
trouble, and eliminate it. 

The many different reasons given to account for the lack of success 
of organizations which have ceased operation are shown in Table 17, 
the relative importance of each being indicated. Table 18 shows the 
difficulties experienced by existing cooperatives which might lead to 
serious trouble. These causes of difficulty will not be discussed here, 
but will be taken up in logical order in connection with the detailed dis
cussion of factors affecting success and failure which follows. 

It has been said that: "Cooperatives do not fail because they are 
cooperatives; they fail for precisely the same business reasons that cause 
25,000 or so ordinary business concerns to fail every year." Experience 
indicates, however, that this statement is only partially correct. It is 
based on an overestimate of the relative importance of management as 
a factor affecting success or failure. 

Cooperation has long been noted for its tendency to follow fads. 
At one time or another emphasis has been placed on form of organiza
tion, financing, contracts and other features of cooperative marketing. 
The latest hobby of some persons .interested in cooperation is to lay 
heavy stress on management, almost to the exclusion of other important 
considerations. "The success of cooperative marketing is nine-tenths 
good management" is a typical expression of today. 

Tha t ' this exaggerated viewpoint is not justified by the facts must 
be evident upon even the most casual study. Local creameries established . 
in Kansas and Missouri had just the same kind of management as those 
in Wisconsin and Minnesota,-but failed because oflack of volume. Re
puted good management did not save the St. Joseph Milk Producers 
Association from disaster. Many other equally good examples are a 
matter of common observation. 



TABI.E 17.-REASONS GIVEN FOR FAILURE OF MISSOURI COOPERATIVE ASSOCIATIONS 

Kind of Organization Prod. Exch.'s L. S. A.'s Elevators Others 

Organizations reported out of business 31 41 44 66 

Number of out-of-business organiza-
tions reporting 19 8 16 10 

Reasons for failure No. Percent No. Percent No. Percent No. Percent 

Property damaged by fire. 1 5.2 0 0 1 6.2 0 0 
Insufficient business per patron 4 21.0 1 12.5 3 18.7 1 10.0 
Insufficient number of patrons 7 36.8 1 12. 5 4 25.0 . 5 50 ,0 
Lack of interest among members 11 57.8 6 75.0 10 62.5 4 40.0 
Dissension among offlcia!s 6 31. 5 0 0 1 6.2 1 10 .0 
Dissension among members 3 15,7 1 12.5 4 25.0 3 30.0 
Members not loyal 15 78,9 3 37.5 10 62 .5 3 30.0 
Inefficient management 9 47.3 2 25.0 8 50.0 1 10.0 
Dishonesty on part· of some official 1 5.2 0 0 2 12.5 1 10.0 
Insufficient working capital 9 47.3 0 0 10 62.5 2 20.0 
Insufficient equipment 0 0 0 0 0 0 1 10 .0 
No benefit derived 1 5.2 0 0 3 18.7 3 30.0 
Overhead expense too great 6 31.5 3 37.5 9 56 .2 1 10 .0 
Unfair Competition 2 10,5 2 25,0 4 25,0 1 10,0 
Over-promoted 0 0 0 0 2 12 .5 1 10.0 
Lack of leadership . 6 31.5 1 12.5 2 12.5 2 20.0 
Need for association never existed 1 5.2 1 12.5 4 25.0 0 0 
Need for association was past. 1 5.2 1 12.5 2 12.5 2 20 .0 
Inadeguate accounting 1 5.2 1 12.5 3 18.7 0 0 

No. 

2 
9 

17 
31 

8 
11 
31 
20 
4 

21 
1 
7 
3 
9 
3 

11 
6 
6 
5 

Total 

182 

53 

Percent 

3.7 
16.9 
32.0 
58.4 
15 .0 
20 .7 
58.4 
37.7 
7.5 

39:6 
1.8 

13 .2 
5.6 
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The private business concern and the cooperative marketing as
sociation differ in many respects. The latter are confronted with certain 
problems peculiar to them, mainly having to do with membership rela
tions. The stockholders of a cooperative are also its customers, and look 
to it for many things besides dividends. Personalities and emotions enter 
into cooperative organization and management to a much greater extent 
than with private firms. There are many other small differences between 

TABLE 1 8 .-DIFFICULTIES EXPERIENCED BY EXISTING MISSOURI LOCAL ASSOCIATIONS 
REPORTING 

Livestock Produce ex- Fruit & 
ship. assn's changes Elevators Vegetable 

--- ------
Number of organizations 463 301 164 78 

------
Organizations reporting R7 87 6J 11 

--------------------
Per Per Per Per 

Difficulties No. cent No. cent No. cent No. cent 
--------------------

Poor bookkeeping 13 14.9 32 36 .7 20 32.7 5 45.5 
Inadequate audits 1.1 12 .6 10 16.3 2 1B.l 
Need for association 

never existed 5 5.71 3 4 . 9 1 9.09 
Unfair competition 48 55.1 44 50.5 23 37.7 . 
Too much competition 41 47.1 24 27.5 14 23 
Li ttle need for the or-

ganization under pres-
en t condi tions 16 18.3 3 3.44 3 4.9 

Insufficient number of 
patrons 

Insufficient business per 
31 35.6 22 25.2 8 13.1 5 45.5 

patron 2.1 26.4 10 11.4 11 18 3 27 .2 
Overhead expense too 

great 4 4.59 16 18.2 18 29.5 1 9.09 
Members not loyal 35 40 . 2 30 34.4 29 47.5 2 18.1 
Lack of harmony among 

officials 8 9.19 I! 12.6 4 6.55 2 18.1 
In~fficient management 

13 14.9 24 27.5 21 34.2 4 36.3 In past 
Insufficient equipment 2.1 24.1 11 18 1 9.09 
Insufficient working 

capital 47 54 26 42.6 1 9.09 
Lack of diploma<.:y whel~ 

dealing with members 11 12.6 13 21.3 2 18.1 
Chronic knockers 

among members 32 36.7 44 50.5 35 57.3 5 45.5 
Others 4 4 . 59 

private and cooperative business which in their sum have a considerable 
effect on methods of operation and results obtained. Most important of 
all, in a private business firm it is generally true that power of control, 
interest in the profits, and ability to manage, go more or less hand in 
hand, while under the democratic form of cooperative organization just 
the opposite is frequently true. A farmer who is a poor business man and 
who has only a minor interest in his association usually has justas much 
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to say about its management as the member who has more capital in
vested in or more volume of business going through the organization. 

It is for such reasons that those interested in promoting the success 
of cooperative marketing are compelled to give greater attention to the 
details of organization, and also some phases of mangement, than do 
those behind private business enterprises. Let us not, then, make the 
mistake of arbitrarily saying that "Management is everything in co
operative marketing," as has been so frequently done. This is just as 
bad as riding any other cooperative hobby, such as contracts or some 
particular form of organization. No special good can result from trying 
to assign a definite degree of importance to any of the factors affecting 
the success or failure of cooperatives, or in trying to reduce the effect of 
anyone of these to a percentage basis. It is too much like trying to de
cide which make a Ford go, the carburetor or magneto. In one case, 
with all other features satisfactory, a cooperative may fail because of 
mismanagement; in another, because it has been over-promoted; or in 
still another, because the form of organization adopted was unsuited to 
conditions. Such situations can be illustrated by actual examples. All of 
the general factors having to do with success or failure must be given due 
consideration in the light of the actual circumstances obtaining in any 
particular case. 

The factors contributing to the success of cooperative organizations 
may be classified in various ways, but in the following discussion they will . 
be grouped and taken up in the order indicated: 

1. Conditions present before organizing which contribute to suc
cessfuloperation. 

2. A form of organization adapted to the conditions encountered. 
3. An intelligent and loyal interest and activity on the part of 

members. 
4. Efficient management. 

CONDITIONS MOULDING SUCCESSFUL COOPERATION 
1. Effort to Cooperate a Result of Necessity.-While there have 

been many successful cooperatives which did not originate because of 
dire necessity, such circumstances undoubtedly exert a powerful influence 
in establishing farmers' business O1:ganizations on a firm foundation. 
This has been true of the California Fruit Growers Exchange and other 
well-known cooperatives. Many mistakes which might otherwise dis
rupt an organization can be survived by one which has been formed be
cause existing marketing facilities were extremely unsatisfactory . . In 
Missouri, local fruit associations which are established in sections where 
there are no other local agencies for handling the product have proved the 
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soundness of this principle. Local cooperatives started as a result of some 
minor dissatisfaction in towns where a considerable number of private 
firms were already operating seem to have encountered more difficulty 
than others. Approximately five per cent of both elevators and exchanges 
(see Table 18) report as one of their difficulties that a need for the 
association never existed. Probably this is true of even a larger propor
tion of these enterprises. Eighteen per cent of livestock shipping as
sociations report that under present conditions (reduced livestock pro
ductionin the community, trucking service, etc.) there is little need for 
their organization. Over twenty-two per cent of cooperatives which have 
gon-e out of business reported that a need for the association never existed 
or was past. (See Table 17.) 

In many local communities it may be that a marketing association 
handling some particular commodity would be a detriment rather than 
a benefit. An additional grain elevator, for instance, may mean such a 
small volume of business as to make operation uneconomical for any of 
them. 

Before starting a cooperative of any kind, prospective members 
should appoint a competent and unprejudiced committee to thoroughly 
survey the situation and discover if there is really a need for it. By so 
doing, many later difficulties will be avoided. 

2. Definite Objectives.-There has been a marked tendency to 
. look upon cooperation as an end in itself rather than as a means to an 
end. But there is no good in establishing a marketing agency simply 
because it is cooperative. The success of an organization is frequently 
measured in terms of volume of products handled rather than actual 
accomplishment. It is obvious, however, that a big business is simply an 
indication of opportunity for service, and it is necessary to go behind 
these impressive figures in order to ascertain what benefits are being or 
can be obtained. Success must be measured in terms of results rather 
than of size. There have been several cooperatives of great magnitude 
which before they failed did little to add to the fame of cooperation. 

The objective of any cooperativ~ may be, of course, the obtaining 
of a number or all of the benefits listed in the previous discussion. But 
success is in most cases more probable if the association is formed with 
some specific point or points in view. A local cot,ton gin,forexample, may 
wish to furnish an opportunity for farmers to have their cotton ginned 
and sold in the bale. If they accomplish only this the members can easily 
,see that something has actually been done, and any additional benefits 
are "so much velvet." Such a procedure helps greatly in maintaining 
morale after the first flush of enthusiasm has died down and some mem
bers begin to wonder what the organization has accomplished. The fact 
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that Missouri local cooperative marketing associations have frequently 
or even usually been started without any very definite obje::tives has 
already been pointed out in connection with Table 11 in the discussion 
of benefits. 

3. Character of the Business Suited to Cooperation.-While there 
have been successful cooperative associations handling almost every 
kind of farm products and supplies, experience has shown that some kinds 
of business enterprises are much more suited to cooperation than others. 
Farmers' stores, for example, of which there have been thousands started 
in the past, have generally proved unsatisfactory. Cooperative packing 
plants have only in rare cases been successful in this country. Farmers' 
manufacturing enterprises and other types of cooperative concerns have 
likewise failed to survive. 

The cooperative business should not be of such a complicated char
acter as to make it difficult for members and patrons to understand the 
reasons for adopting the necessary business policies. In the last analysis 
each individual member is responsible for the way in which an association 
is operated, and must be able at least to know something of what is 
going on, if only as a necessary check on the management. Moreover, 
the manager must be able to show members why certain steps are taken 
or he will be unable to obtain their full support. There is enough op
portunity for misunderstanding without adding the complications of an 
intricate business. 

Another desirable characteristic of the cooperative business is that · 
important or even vital interests of the members be involved. Farmers 
will not give the required attention and support to an organization in 
which they are only slightly interested. This has been true oflivestock 
shipping associations in . the Japidly developing fruit growing sections 
of Missouri. A number of wool pools have ceased operation, largely be
cause the farmers in those particular localities do not produce sheep on 
an extensive scale. Cooperative enterprises in all sections of the coun
try, like the California fruit associations, the dairy organizations of the 
North Central States, and others have been outstandingly successful 
where the chie{interests of producers have been involved. Farmers will 
support grading and standardization programs and similar necessary 
activities of cooperative marketing much more readily in specialized 
producing areas, such as tile egg belt of California and the butter region 
of Minnesota, than will those having farm flocks and family cows in the 
corn belt. This creates problems of organization and operation of a 
peculiar nature in regions of extremely diversified · farming, such as 
parts of Missouri, as will be shown in connection wi th our discussion 
of form 'of organization. 
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A corollary of the above proposition is the principle that financial 
benefits of some size should be possible. A cooperative established under 
competitive or other conditions which preclude significant benefits 
is headed for trouble. Wherever possible the business should be of the 
kind which has been conducted inefficiently by private middlemen. The 
field for cooperative endeavor is so large that the weakest spots in the 
marketing system should be attacked first, leaving less vulnerable points 
for later consideration. 

4. Sufficient Volume of Business.-If there is any principle of 
cooperation which is of primary importance, it is this. Even the best of 
management cannot successfully operate a cooperative which lacks suffi
cient volume of business. There can be no question that literally thou
sands of farmers' business: organizations have failed mainly because of 
such a handicap. The fact that several thousand cooperative creameries 
were once established in the middle west, a majority of which soon went 
out of business, has already been mentioned. That doleful chapter of 
cooperative history was largely written by lack of volume. The beginning 
student of marketing learns of the importance of assembling as a market.;. 
ing service, as illustrated by the methods of centralizer creameries in 
collecting butterfat from a wide area of thin production. Yet despite 
these experiences and well known principles, local creameries are still 
being regularly advocated for sections of Missouri and other states of 
sparse cow population where they would surely fail. The same applies 
to cheese factories. The average business per member of cheese factories 
in 1923, as given by the U. S. Department of Agriculture, was $1358 in 
Minnesota and $45 in Kansas. The department of agricultural economics 
of this Station is required to answer occasional inquiries from Missouri 
farmers who cannot understand why this type of cooperation might not 
be as successful in Missouri as in Wisconsin and Minnesota. Of course 
there are some dairy sections in the State where they may be advan
tageously established. It is not a difficult matter to gauge production 
and determine this for particular commodities and communities .. 

Practically all other types of local cooperatives in Missouri have 
suffered for lack of volume. This was a principal factor behind the fail
ure of an egg marketing assoCiation in the northeast part of the State. 
Many other examples could be cited. In Table 18 will be found the 
number and percentage of local associations in Missouri which report 
having experienced this difficulty. A numb~r of livestock shipping as
associations report that they have had to suspend operations for a time 
because of low volume, which later increased, due to several different 
factors. .. 

The reasons why adequate volume is necessary for the success of a 
cooperative business are so obvious as to call for only briefest mentio~ 
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and few figures need be offered in support, although many are available. 
In the first place,· it is necessary for efficient operation and low cost per 
unit of product handled. For instance, a cooperative elevator has a 
certain fixed overhead expense which must be borne by the bushels of 
grain handled, regardless of their number. A large volume consequently 
means low cost per bushel, and a small volume just the opposite. The 
way in which profits increase with increases in volume of business is 
shown for Missouri local associations in Table 20. In the second 
place, the benefits, if any, from handling a small volume of products are 
so insignificant as to cause members to lose interest. 

Volume of business must be considered from three angles: first, 
the number of prospective patrons available in the trade territory in 
which the cooperative is to be organized; second; the volume per mem
ber; and third, the proportion of this total volume which is "signed up" 
for the organization. Table 18 shows that an insufficient number of 
patrons and insufficient business per patron both were causes of trouble 
to Missouri local associations, in about equal proportion. Table 19 
shows that a large proportion of both elevators and produce ex
changes had a trade territory radius of between four and twelve miles. 
Table 20 indicates that in general the local associations having a large 
volume of business drew from a more extensive trade territory than those 
with a small volume, although there were many exceptions to this. A 
comparison of this factor with the number of patrons and average volume 
per patrpn indicates that the amount of business per patron, rather than 
number ·of patrons or trade territory radius, is the most important factor 
affecting volume of business of Missouri local cooperatives. I t is also 
strikingly evident that the great majority of these organizations are 
found in the lower brackets of the volume of business classification giv
en, indicating much room for improvement along that line. 

It is of course true that many other factors affect profits in addi..: 
tion to volume of business, and that the latter is determined to some 
extent by factors other than those given in these tables. But a sufficient 
number of organizations seem to have reported on this point to make 
conclusions drawn from these data fairly reliable, although the figures 
have been used here as more il1 the nature of supporting evidence for al
ready well known and frequently proved principles. 

The principal use of figures of this kind can be made by managers 
and officers of local associations in comparing their own organization 
with others in regard to the various points covered. The tablt:s will well 
repay careful study by those concerned. 

If a cooperative enterprise is found to be suffering for lack of ade
quate volume of business the management should concentrate its efforts 
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P late III.-(l) A shipping dny nt the londing dock of a local fru it marketing 
association. (2) A livestock grndi ng contes t and demonstration held under the 
auspices of a local shipping associa tion and the Missouri College of Agricul ture. 
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on increasing it by either enlarging its trade terriory, obtaining a larger 
proportion of the possible patrons, or endeavoring to raise the volume per 
member. Various business policies, such as that of payment of patronage 
dividends to members and non-members, might be altered to accomplish 
these results, or educational campaigns to increase local production to a 
point sufficient to enable efficient operation may be instituted. An ex
ample of the latter would .be the case of a strawberry association recently 
organized in new territory, which must have sufficient acreage to load 
a car each day. The exact methods of increasing volume which are ap
plicable in any particular case is a matter to be determined by individual 
associations. The important thing is to first recognize or discover the 
trouble. 

TABLE 19.-FREQUENCY OF TRADE TERRITORY RADII OF ELEVATORS & PRODUCE Ex
CHANGES REPORTING FOR MISSOURI, IN MILES 

Class Limits Elevators P roduce Exchanges Total ._-_. .----
0 - 3.9 0 5 5 
4- 7.9 33 40 73 
8 - 11.9 33 34 67 

12 - 15.9 9 11 20 
16 - 19 . 9 0 1 1 
20 - 23.9 6 7 13 
24 - 27.9 4 0 4 
28 ~ 31.9 0 1 1 
48 - 51.9 -- 1 1 

These figures on volume of business are also very significant to those 
contemplating the formation of a cooperative, since they can be com
pared with the local conditions which it is believed will be encountered. 
Similar data from other sources, of which there are many, should be con
sulted. In this way the starting of an organization which is likely to fail 
because of insufficient volume can be avoided, and the percentage of 
prospects which must be first signed up, and similar matters, more easily 
decided. For example, a new elevator association being organized may 
have the choice of building its own elevator or buying out a private 
concern. Most of the above factors, as well as many others, should be 
considered in arriving at a decision. 



TABLE 20.-VOLUME OF BUSINESS IN RELATION TO VARIOUS OTHER FACTORS, FOR MISSOURI LOCAL ASSOCIATIONS REPORTINO 

Volume 01 busihea. in dollars 25,001- 50,001- 75,001- 100,001- 125,001- 150,001- 175,001- 200,001- 225,001- 250,001-
1-25,000 -50,000 75,000 100',000 125,000 150,000 175,000 zoo ,000 225,000 250,000 275,000 

-------_. --------------------------------------
Organizations reporting No. % No. % No. % No. % No. % No. % No. % No. % No. % No. % No. % 

--------------------------------------------
Produce Exchanges 13 12.2 16 15.1 13 12.2 21 19.8 9 8.5 9 8.5 10 9.4 3 2 . 8 2 1.9 1 1. 2 1.9 
Elevators 3 4.3 4 5.7 6 8.6 11 15.7 6 8.6 3 4.3 8 11.4 6 8 .6 3 4 . 3 3 4.3 1 1.4 
Live.torck Shpg. A88n8. 19 16.7 28 24.6 20 17.5 15 13 .1 12 10.5 4 3.5 2 1.8 3 2 .6 3 2 .6 3 2.6 2 1.8 
Fruit & Veg. A .. ns. 8 47.0 1 5.9 2 11 . 8 1 5.9 2 11.8 - 2 11.8 - -- - -- - - - --
Others 3 15.0 2 10.0 5 2.5 4 20.0 I , 5.0 3 5.0 1 5. - -- - -- I 5. - --

-----------------------------------~ - -----------
Avg. per Coop. (Vol. in dollars) 

Produce Exchange. 12,288 36,999 62,760 86,824 110,876 137,558 162,947 196,989 212,810 248,000 267,248 
Elevators 12,666 37,146 64,600' 86,184 110,176 139,189 160,226 188,950 212,970 239,450 263,936 
Livestock Shpg. A .. n •. 18,512 39,388 64,674 90,555 114,620 145,508 162,000 194,272 220,770 240,411 264,780 
Fruit & Veg. A •• na. 9,139 39,000 67,113 75,221 117,000 ------- 163,977 ----- -- ------- ------ - -------
Others 11,381 34,238 63,270 83,250 110,291 151,250 161,813 ------- --- .. --- 238,796 -------

Avg. No. of Patronl 
Produce Exchange. 95 197 179 298 359 233 379 200 450 300 212 
Elevators 400 200 180 253 285 650 275 329 300 400 ---
Livestock Shpg. A88ol. 79 148 .185 249 246 226 600 425 270 333 475 ~ 

Fruit and Veg. Assns. 128 75 200 200 277 --- 175 --- --- --- ---
Others 72 123 190 213 170 200 240 --- --- 315 ---

Avg. Vol. per Patron 
Produce Exchanges 129.35 187.81 350 .61 291.35 308.84 590.37 429.86 984.94 472.91 826.60 126.06 
Elevators 316.65 185.73 358.88 340 .64 386.58 214.13 582 .64 574.31 709.90 598.62 - .. - .. --
Livestock Shpg. Assns. 234.32 266.13 349.58 363 .67 465.93 642 .07 270.00 457.11 817.66 721.95 557.43 
Fruit & Veg. A"n8. 71.38 520.00 355.56 376.10 422 . 38 ------ 937.01 ----- .. --- - -- ----- - ------

Others 158.06 278.36 333 .00 370.84 648 . 77 656.25 674.22 ------ ----- - 758.09 ------
Avg. Radius (Milea) 

Produce Exchange. 8.2 6.7 6 .8 10.1 8.9 9.8 9.5 12.4 10. 8.0 9.1 
Elevators 10.0 6 7.8 7 . 7 13 .1 10.6 10.6 8.6 14.3 9.6 ----
Othera 6 . 3 9.1 8.4 10.5 12 15 10.5 --- ---- 12. ----

Avg. Net Profit 
Produce Exchanges 334.60 316. 1,671.86 1,420 . 73 2,398.20 2,087.49 1,706.36 820.19 12,943.30 2,078.65 2,893 .53 
Elevators 400 173.07 1,030.57 1,618.87 2 ;521.80 ------ 1,105 .34 1,554.41 1,627 . 54 4,221.61 2,325 .00 
Others 381 750.21 650 . 32 981. 29 ----- - ------ ------ ------ ----- - 2,531. 20 ------- -

A vg. Fixed Aaaete 
Produce Exchanges 3,305.50 4,761.38 2,541.99 2,290.16 4,874.46 4,416.36 9,309.89 6,929.50 3,350 . 00 1,176.96 4,214.95 
Elevator. 13,022.00 4,623.00 12,308.39 9,822.46 2,077.18 16,096.88 15,375 .00 12,969.51 15,167.96 13,412.94 ------
Others 1,520 .00 3,235 .20 6,219 .81 8.423.00 ------ 3,451.10 ------ ------ ------ 18,000.0 ------

C.1' 
00 

~ 
H 
rn rn 
o 
d 
?;j 
H 

>-
Cl 
?;j 
H 
() 

d 
ti 
d 

~ 
tr:I 
:><: 
"tI 
t%j 
?;j 
H 

~ 
t%j 

Z 
>-l 

(f) 
>-l 

~ 
H 

o 
Z 

b:J 
d 
l' 
l' 

j 
Z 
N u, 
W 



TABLE 20.-VOLUME OF BUSINESS IN RELATION TO VARIOUS OTHER FACTORS, FOR MISSOURI LOCAL ASSOCIATIONS REPORTING 

SECOND PART 

Volume of business in Dollars 
300,000 325,000 350,000 37.9,000 400,000 425,000 450,000 475,000 500,000 Over. I 275,001-1 300,001-1 325,001-1 350,001-1 375,001-1 400,001-1 425,001-1 450,001-1 475,001-1 500,001-

--------------1--·--,--·--,--·--,--,----.---1--.----.----.------------
Organizations reporting No. % I No. % No. % No.1 % I No. % I No. % I No. % No.1 % No.1 % I No. % 
----------------1--1--1--1--1--1--1--1--1--1--1--,--,--.--.--.--.--.--.--.--

Produce Exchanges 
Elevator. 
Livestock Shpg. Assns. 
Fruit & Veg. Assns. 
Others 

Avg. Per Coop. (Vol in dollars) 
Produce Exchanges 
Elevator. 
Livestock Shpg. Assns. 
Fruit and Veg. 
Others 

Avg. No. of Patrons 
Produce Exchanges 
Elevators 
Livestock Shpg. Assns 
Fruit & Veg. 
Others 

Avg. Vol. Per Patron 
Produce Exchanges 
Elevators 
Livestock Shpg. Assns 
Fruit & Veg. 
Other. 

Avg. Radius (Miles) 
Produce Exchangefl 
Elevators 
Others 

Avg. Net Profit 
Prodnce Exchanget. 
Elevators 
Others 

Avg. Fixed Assets 
Produce Exchanges 
Elevators 
Others 
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310,536 

135~~~~~; 1382 ,384 I ------ 144~~~~~= 
785,684 

311,350 376,807 406.859 646,071 
303,044 42:~~~~_ 491,491 

330,000 

I 135~;~~~~ I ~~----- I I I ~~-----690 ------ -- - --- ------ '1 462 1430 ------ 750 ---- - -
900 ------ 500 
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450 .05 1 

~~~~~; 83
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899.72 

~~~~~~:~I 
1.428 .511 ------ I 724.07 753.61 1,076 .78 

336.71 ------
616.80 

13.5 12.5 20 
12.5 10 9 6 12 15 

2,642.85 2,614.04 3,480.60 7,227 .04 
2,728.46 5,586.42 1,558.12 819.43 3,092.35 4.221. 02 

5,764.47 12,222.55 15 ,462.00 26,838 .95 
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5. Character of the Cooperators.-The type of farmers, as well as 
the kind of business, should be suited to cooperation if success is to be 
most easily attained. The personal characteristics of some individuals and 
nationalities are adapted to cooperative activity while those of others are 
not. The essence of cooperation is team work. Cooperation:s a business, 
not a religion; yet, as Mr. Walton Poteet has pointed out, in practice it 
has many idealistic and even spiritual elements. No mechanics can in
still the spirit of cooperation in those who are naturally averse to work
ing with others. 

Not only should prospective members have a cooperative inclina
tion; there must also be confidence in cooperative marketing. Other
wise, the slightest suspicion causes members to create dissension and 
withdraw their support from the organization. There ~ust also be har
mony and unity of interest. If the interests of the members are diverse, 
trouble is likely to develop. The defunct St. Joseph Milk Producers 
Association previously mentioned is an illustration of this point. 

While the above has appeared to some to be of only theoretical in
terest, the facts show that it is of great practical importance. For in
stance, the relative development of cooperative marketing in Denmark 
and this country, about which so much has been said, can be traced par
tially to national characteristics of the farmers. Those in Europe are 
more accustomed to living and working together, and probably look upon 
small savings as of far greater importance than do American farmers. 
Likewise, in this country, cooperation, like types of farming, has to some 
extent followed racial characteristics. There can be no doubt that 
methods applicable in a dairy region may prove unsuited to a cotton 
section. Some people have maintained that the Missouri farmer, com
ing from old American stock and with his traditional "show me" spirit, 
is not as adaptable to cooperation as producers in other parts of the 
country. This, however, has yet to be proved. 

It is generally true, also, that leadership must be present in a group 
of cooperators if the attempt is to prove enduringly successful. Experi
ence has shown that the burden of keeping things going, after the first' 
enthusiasm has died down, must finally be carried by one or a few leaders 
who have enough altruism to keep plugging away year after year. Al
most any successful local cooperative, if inquiries are made, will be found 
to have some faithful secretary or other official who has been most active 
since the beginning of the organization in stimulating interest on the 
part of others and attending to many little details which cannot be han-

. dIed by the business management. 
6. Sufficient Capital Available.-Next, probably, to volume of 

business in importance as a prerequisite to successful cooperation comes 
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adequate fixed and operating capital, as many officers of Missouri co
operatives well know. Bradstreet is quoted by one authority as giving 
lack of capital as the cause of 34.2 per cent of the failures among Ameri
can business concerns in 1923, or more than any other one thing, in
competent management being the next most important factor. Fifty
four per cent of produce exchanges and 42.6 of the elevators reporting 
for Missouri give insufficient working capital as one cause of difficulty, 
and 24.1 and 18 per cent, respectively, report the lack of adequate equip
ment. 

It is a great temptation for farmers organizing a cooperative market
ing association to start without sufficient fixed assets or operating capi
tal. It is frequently better not to begin operation at all than to start out 
with this initial heavy burden. The financially weak association finds it
self handicapped along many lines and facing a continual struggle · to 
keep its head above water. Directors are sometimes asked to endorse 
notes, which also may lead to trouble, and is in any case unfair to the 
individuals concerned. These facts should be fully taken into account 
when organizing any cooperative marketing enterprise. Table 21 shows 
the authorized and paid-in capital of existing produce exchanges, ele
vators and other capital stock locals. 

The various ways in . which capital may be obtained are discussed 
under the heading of legal and financial forms of organization. 

TABLE 21.-AuTHORlZED AND PAID-IN CAPITAL OF CAPITAL STOCK ORGANIZATIONS 

Produce Exch's. Elevators Others 
Dollars Auth. P. I. Auth. P.I. Auth. P.I. 

Cap. Cap. Cap. Cap. Cap. Cap. 
'- --------_. 

0- 3,999 8 34 2 3 2 4 
4,000 - 7,999 34 33 4 11 1 1 
8,000 - 11,999 32 19 15 19 2 2 

12,000 - 15,999 16 8 20 22 1 1 
16 ,000 - 19,999 -- 1 3 9 -- --
20,000 - 23,999 9 2 15 10 2 2 
24,000 ~ 27,999 2 - - 6 9 -- --
28,000 - 31,999 3 ' - 13 4 2 --
32 ,000 - 35,999 1 1 1 2 - - --
36,000 - 39,999 ° - - - - - - -- --
40 , 000 - 43 ,999 1 -- 6 -- -- --
44,000 - Over 2* -- 4** - - -- - -

T otal 98 98 89 89 10 10 

*$100,000 and $50,000 
** All four i terns are for $50,000 
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FORMS OF ORGANIZATION 
Form of organization may best be discussed under three different 

classifications: (1) According to control; (2) According to products 
handled; (3) Legal and financial forms. 

1. According to Control.-The simplest cooperative unit is the 
local association, which usually covers only a small area surrounding a 
country trading point. (See Table 19.) Such local organizations as 
grain elevators, livestock shipping associations, fruit shipping asso
ciations, cotton gins, creameries, supply companies, warehouses, and 
miscellaneous associations like those of milk producers or truck growers 
are well known to nearly everybody interested in cooperative marketing. 
Missouri has one kind of local cooperative enterprise which is peculiar 
to this state, or what is called the produce exchange. They buy from their 
members eggs, poultry, cream and some few miscellaneous products, 
such as hides, and also handle considerable quantities of feed, fertilizer 
and other supplies. They take the place .of and render the service for
merly given by local produce buyers, stores and feed merchants. Table 
7 gives the number of each of these types of local organizations. 

As previously noted, these locals benefit their members in various 
ways, such as raising the standard of local competiton, retaining the prof
its of private dealers, grading, pooling, and the like. It is obvious, how
ever, that they have distinct limitations with regard to the kind of ser
vice they can render. Volume of business is insufficient to permit of 
carrying on all those other and most important activities of cooperative 
marketing, such as merchandising. Hence, there have been built up all 
over the country what are termed large-scale or central sales organiza
tions. Well known examples of this type are the California Fruit Grow
ers Exchange and the Wisconsin Cheese Producers Federation. Missouri 
has relatively few associations of this kind, including the Missouri 
Farmers Association, the Ozark Fruit Growers Association, and the 

. Missouri Cotton Growers Association; but future development along 
these lines may change this situation. It has also a number of 
organizations located at terminal markets handling grain and livestock, 
as well as districts plants, which are either modified types of central 
organizations or subsidiaries of the latter. The number of these organi
zations is also given in Table 7. 

There are three general types of large-scale central marketing or
ganizations, each of which has its advantages and disadvantages under 
different circumstances. Only a few years ago it would have been difficult 
to make many definite statements regarding the latter, but because of 
the rapid development of cooperative marketing a great many facts 
are now at hand upon which to base our conclusions. Missouri is now at 
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the point in cooperative marketing where attention can very profitably 
be devoted to these points. 

The first of these three kinds of large-scale organizations is the 
federated type, so-called because it is a federation of locals. A large 
proportion of the successful cooperatives both abroad and in this coun try 
are of this type, and include such well known organizations as the Cali
fornia Walnut Growers Association, Tillamook County (Oregon) Cream
ery Association, and the Danish Cooperative Egg and Butter Ex
port Associations. There is one organization of this type in Missouri, 
the Ozark Fruit Growers Association, although it varies in some min
or respects from the usual federation. 

Fig. 21.-Federated Form of Organization. (Illustrated in Mis-
souri by Ozark Fruit Growers Asso('iatlon.) . 

In the federated type of organization the farmers are members of 
and they contract (if contracts are used) with the local a:ssociation only. 
Each local is in turn a member of and contracts with the central sales 
association. This is shown graphically in Figure 21. In some cases 
where the territory covered is very large the locals in different 
districts are joined together in district organizations, and these form 
the central association. The California Fruit Growers Exchange is made 
up in this manner. The local performs all the services of which it is 
capable, such as assembling, grading, and packing, and the district 
organization (as in the case of poultry) may give such additional service 
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as processing and storing, while the central sales agency takes the 
finished product in car load lots and sells it, together with the output 
of all other locals, to the best possible advantage. 

The second kind of organization, from the standpoint of control, is 
the centralized type. While this has been erroneously called the "Cali
fornia Plan", these organizations are found mostly in the southern 
states, and include the large-scale tobacco and cotton associations, also 
scattered organizations in other sections, including grain pools and some 
milk and fruit organizations. The Missouri Cotton Growers Association 
is the only large centralized association in Missouri . The Mark Twain 
Poultry Producers Association was also of this type. 

In the centralized cooperative the farmers are members of and con-

Fig. 22.-Centralized Form of Organization. (Illustrated in Mis
souri by Missouri Cotton Growers Association.) 

tract with the. main organization, which in turn directly establishes local 
or district units, warehouses, etc., as and where deemed necessary. The 
farmer has control over these local operating units only in so far as he 
has a voice in the management of the central association. Figure 22 
shows this graphically. . 

The third type is the so-called hybrid or combined type, which has 
features common to both of the other kinds of organizations. There are 
not many of these in existence, one of the oldest, most prominent and 
successful being the American Cranberry Exchange. The Missouri 
Farmers Associatiou· is one of this type. Figure 23 is a graphic repre-
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sentation of the form of organization of that association. Under 
this form of orga~ization farmers are members of both the local and 
central, and in some cases of the district associations. They may contract 
with the local or with the central organization, as the case may be. The 
local may be controlled by its farmer members, or by means of a 
cross contract between it and the central association, or both. 

Experience over a number of years indicates rather definitely that 
for many commodities the federated form has a number of advantages 
over the centralized type of organization, which may be briefly sum
med up as follows: 

Fig. 23.-Combination Form of Organization. (Illustrated in 
Missouri by Missouri Farmers Association.) 

(1) 

(2) 

(3) 

(4) 

(5) 

There is a logical development and use of locals already in 
existence. 
I t provides for doing things step by step in logical and system-
atic order. . 
Questions of a strictly local nature do not have to be handled 
by the central organization. 
The farmers in each community retain control of their own 
local association. 
Disruption of or dissension in any local unit has a less effect 
on the organization as a whole, and does not spread to other 
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(6) 

(7) 
(8) 

(9) 

(10) 

locals so easily. Members do not have to air their local dif
ferences and grievances before the entire association. 
Officials- are required to come in contact only with those 
with whom they deal in a business way. 
Financing is made more simple and easy. 
Highly centralized control sometimes tends to become care
less in keeping members informed, while federated locals 
insure much greater paricipation in the organization's activi
ties by members. 
Selection of managers and officials is made step by step, bv 
those most competent to make such decisions. . 
As a corollary to this, the officers and directors of units other 
than locals are in the federated form responsible to other 
boards of directors who have some knowledge of the policies 
and details of operation, while in the centralized form they 
are responsible directly to the vast membership which can 
understand only a small part of what gos on. 

One advantage of the centralized form is the greater degree of 
control exercised by the central management. This may be a very 
good feature under exceptionally good management, but a bad one under 
poor or dictatorial management. This situation is in some respects an
alogous to that found in conection with absolute monarchies and re
publican forms qf government. The drawbacks of the latter are ad
mitted, but are considered preferable to control by a highly central
ized government, which mayor may not always exercise a benevolent 
hand. The centralized type of cooperative is also more easily and 
quickly started in cases where large financial outlays for local plants 
are not required. It is probably true that the cotton and tobacco pro
ducers could not have been organized to the present extent under any 
form other than the centralized. For certain commodities, such as these, 
and under certain circumstances, the centralized form of organization 
has a distinct advantage. 

The hybrid or combined type is somewhat more complicated than 
the other two forms of organization, and has some of both their advan
tages and disadvantages, as can be seen by a close study of its main 
features. The circumstances under which this type of organization has 
been formed are not generally encountered over the country, although 
many slight variations from the "true" federated or centralized types 
are to be found. 

Advocates of the different forms of organization have in the past 
been grouped into factions which have done much to retard the progress 
of cooperative marketing by dogmatic utterance and prejudiced view
point. The important thing is for ·all parties to fairly recognize that there 
are advantages and disadvantages in any form of organization, and that 
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the one chosen should be adapted as far as possible to the particular 
circumstances encountered. 

While in Missouri the local associations have in the past been at 
least numerically most important, the problems of the large-scale or
ganization will undoubtedly receive increasing attention; because, first, 
the central associations, while few in number, are quite large and come 
in contact with many farmers, and second, independent locals of nearly 
all kinds would be much more effective if united into larger organizations 
covering a wider field of service. Table 22 shows the number and per
centage of Missouri local associations reporting which in 1925 sold 
part of their output of farm products through affiliated or other coopera
tive organizations, and also the proportion of their total volume of bus
iness sold through these channels, by commodities. These data give 
some indication of the opportunity for additional benefits from greater 
coordination of Missouri cooperative marketing organizations. 

TABLE 22.-NuMBER AND PERCENTAGE OF MISSOURI LOCAL ASSOCIATIONS REPORTING 
WHICH SOLD PART OF THEIR OUTPUT THROUGH AFFILIATED OR OTHER COOPERATIVE 

ORGANIZATIONS, AND PROPORTION OF TOTAL VOLUME SOLD IN THIS WAY, BY COM
MODITIES, 1925 

No. No. sell- Percent- No. Rp~g. Avg. Range 
Rptg. ing through age proportIOn ~rop<?r- in Per-

other coops. of total vol- tion In centage 
ume sold centage 
in this way' 

---
Produce exchanges 104 68 65.3 57 88.69 52-100 
Elevators 80 41 51 27 72.8 10-100 
Livestock Shpg.Assns 134 98 73.1 126 86.8 5-100 
Fruit & Veg. Assns. 22 14 63.6 14 94.6 50-100 

2. According to Products Handled-There are two general types 
of cooperative associations based on the kind of products handled. The 
first of these is called the "commodity organization", and the other the 
"variety organization". This distinction is found between locals and 
also between large-scale cooperatives. The commodity organization 
handles only one product, or at the most a few closely allied commodities. 
The variety organizations may handle any number of different products. 
No hard and fast lines can be drawn between the two, the distinction 
being based, not upon the physical properties of the commodities han
dled but upon the effect on membership relations and requirements of 
management. The commodity form does not refer, as is sometimes 
supposed, to efforts to gain semi-monopoly control or price fixing power 
over any pr~duct. 

The commodity plan is now almost universally followed, it having 
been a result of "the survival of the fittest". The old, all-inclusive type 
of organization met with so many difficulties that practically all success-
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ful cooperatives which have been established within the la~t two decades 
have adopted the commodity form. 

The advantages of the commodity over the variety form of organi
zation can be grouped under two heads: 

(1) Effect pn membership relations. One of the first principles of 
cooperation is that the interests of the members must be unified, not 
diverse. Dissension and conflict of interest are avoided to a large extent 
under the commodity form. In a variety organization each group in
cluded is likely to demand that more attention and funds be given to 
the particular commodity in which it is interested. Neglect of one com
modity, due to the preponderance of influence of a different group, 
means that the full benefits of the cooperative marketing of that product 
will not be realized. This is sometimes evident in the case of combined 
fruit and vegetable associations. Another related disadvantage of the 
variety form is the difficulty in fairly prorating overhead expenses, 
profits and losses between the different products handled. Thus, ·the 
profits from one commodity can be utilized to cover up the losses of 
another, which eventually results in great dissatisfaction among certain 
groups in the organization. 

(2) Requirements of management. The advantages of specializa
tion in any kind of business are too well known and too often encounter
ed in practice to necessitate extended discussion .. Methods of operation 
vary greatly as between different commodities, and no one man can be 
found who is an expert along many lines. Hence, it is extremely difficult 
for a variety organization to obtain a responsible head who is acquainted 
with the details of management and can properly check up on subordi
nates. The commodity organization also has the advantage in a pro
gram of merchandising and advertising, since consumers and dealers 
soon become familiar wi th the purposes and product of such an association. 

Practically all of the disadvantages of the variety form are exempli
fied in the one important organization of this type of recent years which 
has had sufficient experience to serve as a basis for drawing conclusions, 
the United Farmers of Ontario, Canada. This association operated 
creameries, elevators, stores and other local units handling different 
products, and became involved in so much trouble as to necessitate 
complete reorganization along other lines. 

Since Missouri has a considerable number of associations, both lo
cal and large-scale, which have the variety form of organization, this 
subject is of considerable importance in this state. The.Ozark Fruit 
Growers Association, for example, while strawberries and grapes are by 
far its principal products, also handles apples and other tree fruits, and 
to a small extent truck crops, some of these products being produced as 
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far away as Texas. Even a casual examination of this organization, how
ever, will indicate that the disadvantages of the variety form are en
countered to only a limited degree, if at all, while there are several ad
vantages. Small fruits come on the market only a few months during the 
year, and the side lines carried serve to reduce overhead expense and 
keep the opera ting force in tact between seasons. Moreover, the problems of 
management and selling are quite similar for all the commodities handled. 
The management is at present said to be contemplating a change in its 
system of bookkeeping in order to properly separate the cost of handling 
the various products, so that commission charges, profi ts and losses can 
be more logically and fairly prorated. 

The other large-scale cooperative in Missouri which is organized on 
the variety plan is the Missouri Farmers Association. The plan of this 
organization, which is one of the largest in size in the United States, has 
been drawn up in such a way as to cover practically every commodity 
produced by its members, but in practice has involved the principal 
Missouri products: livestock, grain, poultry products, cream, and sup
plies purchased by farmers. Is this an uneconomic arrangement which 
goes contrary to the experience of other cooperatives? Those unac
quainted with Missouri conditions are, in large majority, inclined to take 
this view. 

There are indications, however, that conditions in Missouri are so 
different from those found in regions of more specialized farming that 
in this state the variety form of organization may have advantages whicn 
outweigh the disadvantages. From the standpoint of membership re
lations, it must be remembered that the commodities mentioned are 
to a very considerable extent produced by the same farmers. This 
largely obviates the difficulties of divided interest and its attendant 
troubles, and nothing contrary to this conclusion seems to have 
developed in actual operation: So far as possible neglect of anyone 
product is concerned, it may be pointed out that there was in any event 
apparently little prospect of federating local units handling most of 
these products into a working organization for obtaining the benefits of 
large-scale operation on a commodity basis. 

From the management standpoint, it is certainly true that quite 
different problems are involved in the efficient marketing of such prod
ucts as cream, grain and poultry. This, however, can be taken care of 
by very rigid departmentalizing within the organization, which would 
make it in effect a union of federations, with responsible heads in com
plete and final charge of the selling of each commodity just as at present 
one man is at the head of the purchasing department. Such action un
doubtedly should and wiil be taken as the organization further develops. 
One plan for accomplishing this end is shown in Figure 24. Difficulties 
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which might possibly arise from the allocation of costs, profits and losses 
for the different operations of a variety organization should be antici
pated and prevented by thorough publicity of all financial and operating 
statements pertaining to these operations, accompanied, of course, by 
the necessary education of members regarding reasons and significance. 

These are simply reasons why the variety organization may not 
under Missouri conditions be subject to the same limitations which are 
found in other sections. There is another and more constructive side of 
the matter to be considered. The average Missouri farmer is not pre
dominantly interested in anyone product, but on the other hand imarkets 

SUGGESTED PLAN OF ORGANIZATION of the MISSOURI FARMERS ASSOCIATION 
Fo~ the MARKETING OF DAIRY AND POULTRY PRODUCTS ON A 

TRULY COOPERATiVe: ANO A QUALITY OR GRADED BASIS 

THE MISSOURI F'ARt..1E:RS ASSOCIATION 
Board07 DIrectors Ejected at Annual Mee·1ng 

. ExecutIve Committte Selected by and from the Board 

M. .. A P~ODUCE DEPT Inc 
Sf;)ard of O,rKtors c(mSlsts 
of Sl'Vt"l? mrm/Mrs 

s:;,~r;:r;r':Y/'f"t:~':rs 
of 'h~ MIssouri F(7rm~rs 

AS$o("IO'l',on 

M.F' A . PROOUCE. 
PACKING CORPORATION 

$ubslfil(1f'V lY'Val'l 
/ZlIflonS of Ih~ 
utA PlT)dvcr 
~t'III'IC .. wl'h$("''1t 
bQ4rr/ 0" D'r«tOl"S 

Orqt:lmzt'd wilh 
p,."r"r'fd and 
CD'"mOIl SIOCk. ,III' 
1(",,1" b"nq ~/d bq 
t~ 1.1 ,. A Produ« 
lHparlm~n' Inc 

Fig. 24.-Suggested Plan for Departmentalizing the Produce Business of the 
Missouri Farmers Association. 

a variety of commodities in which, as a whole, he has just as much in
terest as the California fruit grower has in fruit, or the Wisconsin farmer 
has in cheese. If he were to set out to obtain the benefits of cooperative 
marketing of all these products he would be compelled to belong, like 
the well known lodge "joiner", to a considerable number of organiza
tions, in none of which would he have very much of an interest. If there 
is an organization through which he markets all of his principal products 
he is likely to have a stronger interest in the welfare of the association. 

Missouri has seen several wool pools formed in the past, practically 
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all'of which have languished and died. One reason for this is not difficult 
to ~nderstand, when it is seen that the value of wool grown on the aver
age Missouri farm having sheep is $141, with probably over half of these 
farmers selling very much less than that. This may be compared with 
the average value per member of wool handled by local wool marketing 
associations, as given by the U. S. Department of Agriculture, of $545. 
The ordinary Missouri farmer does not have sufficient interest in such a 
product to attend meetings in distant towns or otherwise assume the 
responsibilities which go with successful cooperation. The same is largely 
true of other Missouri farm products. Eggs are produced by farm flocks 
which are more or less incidental to general farm oper;;Ltions, and so on. 
For such reasons, it is logical to assume that a variety organization would 
have a distinct advantage from the standpoint of membership interest. 

Another advantage of the variety form in Missouri is volume of 
business. The Mark Twain Association, although located in a section 
of comparatively heavy production, found its volume of eggs to be less 
than necessary for efficient operation. The variety organization can 
establish locals at points where this would be impossible for single com
modities, since several products can be made to bear the overhead ex
penses of operation. This is of additional importance from the standpoint 
of merchandising, particularly in the case of eggs. A large volume of 
high quality eggs is necessary if an association is to build up a reputation 
on 'the market, and it is necessary under conditions such as are found in 
this state to have a much larger total source of supply than in regions of 
specialized production. 

Taking these factors into consideration, it would appear that the 
variety form of organization has many advantages for central sales co
operatiyes in some sections of and for some commodities in Missouri. Of 
course, nothing final can be said until time gives an opportunity for this 
problem to work itself out. Meanwhile, those organizations handling a 
variety of products should take every possible opportunity to guard 
against the undesirable features which experience has shown are common 
to that form. 

A similar problem arises in connection with the operation of local 
associations, particularly elevators, produce exchanges and livestock 
shipping associations. Where iadividual organizations of these types 
have existed in a community the question of combining one or more of 
them has frequently come up for consideration. It is pointed out that 
the elevator manager must be paid a minimum salary anyway, and us
ually can handle stock shipments without interfering greatly with his 
other duties. Likewise, three , other combinations of these units are 
possible, as will be readily observed. Such combinations have been tried 



TABLE 23.-PRODUCTS HANDLED BY VARIOUS KINDS OF LoCAL COOPERATIVE MARKETING ORGANIZATIONS IN MISSOURI AND THE NUMBER OF OR
GANIZATIONS HANDLING EACH PRODUCT 

Produce 
Elevators & Elevators hand- Elevators hand- Livestock Produce exchanges 

_prod. exchanges ling livestock ling produce & shipl?in~ as so- exchanges handling 
Elevators only combined livestock clatlons only livestock 

No. Percent No. Percent No. Percent No. Percent No. Percent No. Percent No. Percent 
-'---- - -- - -- ---

No. of organizations 86 - - 41 32 -- 10 463 228 -- 68 --No. Reporting 
Products bought from 

69 80.2 40 97.5 22 68.7 7 70 218 49.2 170 74.5 • 58 85.2 

or sold for farmers: 
Grain 69 100. 40 100. 22 100. 7 100 0 0 51 30.0 22 37'.9 
Livestock 0 0 0 0 22 100 ., 100 0 0 4 2.4 58 100.0 I 

Produce - 0 0 40 100 0 0 7 100 0 0 170 100.0 58 100.0 
Wool 0 0 0 0 0 0 0 0 0 0 13 7.6 0 0 
Hay & feed 0 0 0 0 2 9.1 2 28 . 5 0 0 8 4.7 10 17.2 
Hides 0 0 0 0 0 0 0 0 0 0 17 10. 9 15.5 
Seeds 2 2.8 0 0 3 13.6 1 14.2 0 0 10 5,.8 3 5.2 

Products bough t for or 
sold to farmers 

Feeds 59 85.5 39 97.5 22 100. 7 100. 0 0 136 80.0 30 51.7 
Coal 37 53.6 15 37.5 9 40.9 4 61.4 5 2.3 38 22.3 16 27.6 
Fertilizer 30 43.4 30 75.0 4 18.2 3 47.1 5 2.3 51 33.5 21 36.2 
Salt 2's 36.2 29 72.5 5 22.7 5 71.4 0 0 54 31.7 50 86.2 
Flour 22 31.8 24 60.0 11 50.0 - 2 28.5 0 0 94 55.2 35 60.3 
Grain 69 100. 40 100.0 22 100. 7 100. 6 2.7 4 2.4 7 12.0 
Groceries 0 O. 0 0 0 0 0 0 0 0 10 5.8 7 12.0 
Harness 0 0 0 0 0 0 0 0 0 0 4 2.4 2 3.4 
Implements 3 4.3 0 0 1 4.5 0 0 0 0 5 2.9 2 3.4 
Other products 5 7.2 12 30 4 18.2 5 71.4 18 8.2 16 9.4 22 37.9 

(such as grit seed, 
oil, etc. 
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TABLE 24.-METHODS OF HANDLING ACCOUNTS AND METHOD OF CONTROL FOR LOCAL ASSOCIATIONS WHICH ARE COMBINED 

Separate Account-
Separate Bank ing Local Ex- Separate Patron-

Number Same Manager Same Board Same Officers Account penses age Dividends 
affiliated --

with other No. Re-
Locals porting No. % No. % No. % No. % No. % No. % 

-
Produce ex-

changes 68 35 24 68 . 5 28 80 28 80 27 77 . 1 24 68.5 32 91.4 
Elevators .42 32 26 81.2 25 81.2 19 59.3 17 53.1 22 68.7 22 68.7 
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out in a considerable number of instances, as shown by Table 23 
which also shows the kinds of products handled in each case. 

Some difficulties have come up in connection with these combina
tions. It is easy to add additional duties to the burden of a manager, but 
frequently more difficult for him to efficiently assume them. This seems 
to be more true of the combination of elevators and produce exchanges. 
The difficulty of properly prorating expenses also is experienced, and 
most associations make no real effort to do this, simply charging ar
bitrary commissions or taking it for granted that each commodity as
sumes its fair share of expense when competitive prices are paid. It 
follows that the distribution of patronage dividends must be made on an 
arbitrary basis. Separate bank accounts are kept for some commodities. 
The various ways in which these problems are met, and distribution of 
control in the combined organizations, are shown in Table 24. 

The advantages of these combinations in the way of reduced over
head expense, and in the fact that the farmer is 1'!0t compelled to rim all 
ov:er town in order to market his products, are obvious. For instanc'e, the 
Columbia Cooperative Warehouse Association, when it enlarged its 
busil!:ess to iEclude produce and other products it had not previously 
been handling, reduced its percentage expense of doing business from 9.5 
to 5.5 per cent. The question of whether or not these advantages are 
outweighed by the equally plain disadvantages can hardly be settled by 
pure reasoning, but is a matter for further study, involving a detailed 
consideration of operating statements and other factors . 

TABLE 25.-PRODUCTS HANDLED BY FRUIT & VEGETABLE ORGANIZATIONS REpORTING 

AND NUMBER OF ORGANIZATIONS HAN DUNG EACH PRODUCT 

Number of organizations ____ __________________ ._ _ __ _ _ _ ___ _ __ ____ __ 78 
Number Reporting ___ ___ . ________ ~ __ , ___ __ _______ __ _ ___ ____ __ 33 
Products bought from or sold for members: Strawberries ___ _______________ ,_ _ _ _ _ __ __ _ _ _ ____ ___ _ __ ___ ____ __ 27 

Apples ______ ,_ .. ' __ ______ _____ . ___ ~ _______ ~ __ _ ___ ___ _ __ _______ 3 
Grapes___________ _____ ___ ___ __ __ ____ __________ _____________ _ 9 
Onions _____ ___ ___________ ___ _____ _______ ___ . _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 6 

Products bought for or sold to members Crates ___ _ .'. _________________ __ : _. _ _ _ _ _ _ _ _ __ __ _ ___ __ _ _ _ _ _ __ _ _ 23 
Plants__________ ________________ __ __________________________ 20 Baskets ___ ___ __ ____ ___ ._ . _________________ __ __________ ______ 9 
Boxes ____________ __ ________ . __ _____ _________ .. __ __ _ _ _ _ _ _ __ _ _ 1 
Spray MateriaL __ __ _______ ________________ ___ _______ . _ ____ __ 2 
Stakes ___ __________ __ ,, ____ ____ .. ________________ ___ '_-------- 1 
Plant bands ______________ ___________________ :- _ _ _ __ ____ _ _ _ _ _ 1 

The local fruit marketing associations also handle several different 
commodities, as shown in Table 25, but are not faced with any re
sulting problems of consequence. 
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3. Legal and FinancialForms of Organization.-The State of M.is
souri has provided two excellent laws for the purpose of facilitating co
operative organization. Under these laws associations can be formed with 
or without capital stock, and the expense and trouble involved under 
the latter plan are negligible. The principal advantages of incorporating, 
which apply to local associations as well as others, may be briefly sum
marized as follows: 

(1) Limited liability. The membe~s of unincorporated organi
zations are individually liable for any debts contracted by the associa
tion, or for damages such as might arise from an accident to a helper in a 
stock pen. Incorporating limits the liability of members to the extent of 
their investment in the organization. 

TABI.E 26.-PROPORTION OF LOCAL ASSOCIATIONS REPORTING WHICH ARE INCORPORATED, 
INTERVAL BETWEEN ORGANIZATION AND INCORPORATION, A<Nb LAW UNDER WHICH 

INCORPORATED 

No. years 
between or-

Proportion of Associations ganization 
which are incorp.,rated and incor-

Law under which incorporated poration 

Kind of ---- ----- ------
Organiza- Regular 1919 1923 

tion No. of Corp. Cap. Stk. Non- Stk. Aver. Range 

a880- No. re Per Per- Per- Per- Per-
cia- port- No. Cent cent- ccnt- ccnt- cent-

tio na ing Inc Inc. No. age No. age No. age No. age ------------ --' --------------
Livestock 
Shipping 
AS80cia tion 463 150 48 32 -- -- -- -- all 100* 2.03 0-9 
FruIt & veg-
etable or-
ganizations 78 50 12 24 6- 50 -- -- 6 50 4.9 0-24 
Produce ex-
changes 301 224 207 92.4 22 10.6 175 8~.6 10 4.S .3 0-6 
Elevators 164 142 141 98.6 23 16.3 115 81.6 3 2.1 . 27 0-5 

*Approximately. 

(2) The incorporated association is a legal entity, and can sue and 
be sued in its own name. This facilitates collection of damage claims, 
and other business transactions of the organization, such as leasing prop
erty and obtaining credit. 

(3) -- Incorporating tends to make the association a more permanent 
and closely knit unit. 

Associations reporting that they had been at a disadvantage because 
not incorporated gave a variety of actual cases which can all be included 
under these three headings. 

Notwithstanding these facts, only 24 and 32 per cent, respectively, 
of fruit and vegetable and livestock shipping associations reporting to 
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this Station are incorporated, as shown in Table 26. Most of the ele
vators and exthanges are incorporated. Many of the associations which 
are now incorporated were not when they began operation, the time 
intervening being about five years for fruit associations and two and one
half years for livestock shipping associations, as is also shown in Table 
26. These locals are gradually coming to realize the advisability of 
taking this step. The reasons given for not incorporating by those 
associations which reported on this point, as shown in Table 27, 
indica te that inertia and . non-realiza tion of the benefits of incor
porating are the -principal causes. The statement that "we can do as well 
or better cooperatively" indicates a surprising degree of misunderstand
ing of what is meant by either incorporation or cooperative marketing. 

TABLE 27.-REASONS FOR NOT INCORPORATING AS GIVEN BY ASSOCIATIONS REPORTING 
i, li! f' 

Livestock Shipping Associations Don't know __________________________________ .__ _ __ ___ _ ___ _ __ 8 
Needless expense __ . ________________________ " _. ____ .. _ _ _ _ _ _ _ _ _ _ _ 1 
Lack of interest of directors __________ ___ __________ .. __________ 3 
No reason ________ __ ____________________ c _________________ .. _ _ 3 
Don't see benefit ___ _______________ : ___ _ _ __ _ ___ _ _ __ _ _ _ __ _ __ _ __ 1 
Making plans to incorporate ______ :___________________________ 2 
Not strong enough_ _ _ ______ ___ ___ __ ____ __ __________ _ _ ___ _____ 6 
Practically no money invested ____________________________ .. _ _ __ 2 
Farmers don't understand value ofincorporation _______________ __ 1 
Waiting for M. F. A. Contract_____________________ _____________ 2 
Neglect . _______________________________________________ ' __ ._ _ _ _ 2 

Produce Exchanges 
Haven't seen need __________ . ________________ .. __________ . ____ _ 

Elevators No reasons given _________________________________ __________ _ 
Fruit and Vegetable Organizations 

Not thought necessary _______________________________ .. _ _ _ _ _ _ _ _ :1 
Don't know _______________________________ .. ________________ .. _ 1 
Can do as well or better coopera tively ______ . _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 1 
No suflicien t ad vantages. _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 1 
No reason _____________________________ . ____________ ._ _ _ _ _ _ _ 1 
Member ofO. F. G. A., which is incorporated __________________ 1 

Cooperative associations can be organized and incorporated under 
either of two general plans, namely, the capital stock form and the non
stock non-profit form: There has been much controversy in the past 
over the relative merits of these two kinds of organization as well as over 
the details of each; in fact, proponents of these various points have made 
their favorite plan a sort of cooperative fetish. In reality, each form 
has its advantages and disadvantages, and it is only necessary or desir
able that the plan adopted be the one best suited to the conditions en-
countered in any individual case. . 

The objective of any legal and financial form of organization adopt
ed is to insure control which will: 

(1) Remain in the hands of the cooperators. 
(2) . Distribute profits on a cooperative basis. 
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(3) Bring greatest efficiency in operation. 
(4) Avoid jealousy and other membership troubles. 
Under the old regular corporation laws these objectives were fre

quently not attained. Outsiders easily got control of an organization by 
buying up capital stock, and many so-called cooperative associations 
were in reality nothing but private corporations, the capital stock of 
which was partly owned by farmers. Profits went as stock dividends to 
the contributors of the capital, rather than to those who contributed the 
business. 

A number of good examples of this kind were. discovered among the 
out-Of-business as well as existing organizations in Missouri. In one 
case it was said that a banker, obtaining an interest in a cooperative as
sociation sufficient to give voting control, caused the organization to buy 
an old elevator, part of the bank's "frozen assets", for $10,000, which 
was later bought back by the original owner for $1000 after the coopera
tive had failed. While participation in cooperatives by those other than 
farmers is frequently beneficial, it also often results in difficulties of vari
ous kinds of which the above is only a sample. This is well stated in a 
leaflet issued by the American Cotton Growers Exchange (cooper
ative) as follows: 

"Many attempts at cooperation have failed through the activities 
of men who were not farmers. These men have been actuated by a desire 
for profit for themselves, either politically or financially. They have 
taken advantage of the organized groups and have brought failure to 
farmers. Such men should be rigorously excluded from the councils of a 
cooperative and the only safe policy is to allow none but growers to have 
membership. " 

Of the existing local capital stock associations reporting for Missouri 
the per cent of each kind which limit stock ownership to farmers was as 
follows: produce exchanges 60.6 per cent; elevators 45.3 per cent; other 
locals 50.0 per cent. 

The problem of control also comes up in connection with managers 
and other officers who are not producers or members, but who are on the 
board of directors. Thus, an officer who is also a board member may find 
himself in the peculiar position of voting to increase his own salary or on 
other measures affecting his status with the organization. It is probably 
the safest plan to have none but actual producer-members on' the board, 
with the manager and other officers or employees entirely subordinate 
and responsible to its final authority. One organization is said to 
have recently taken steps to adopt such a sound policy, several of its 
paid employes having resigned from the board of directors. 
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With regard to distribution of profits, which should be on the basis 
of the amount of business contributed rather than the amount of capital 
invested, the question frequently arises as to whether or not patronage 
dividends should be paid non-members. Practically all exhanges and 
elevators handle products of non-members, while 40 per cent and 72 per
cent, respectively, of fruit and vegetable and livestock shipping associa
tions do so. If dividends are paid non-members hard feeling is likely to 
be generated among members who feel that only those shouldering the 
responsibilities of an organization should receive its benefits. On the 
other hand, such a practice creates good feeling among non-members 
and increases the volume of business, thereby giving greater efficiency 
in operation and opportunity for larger partonage dividends to all. In 
the case of capital stock organizations, stock dividends have previous 
claim over "patronage dividends, and after members who own stock are 
paid a fair dividend thereon, all patrons might be considered as being 
on the same basis. 

As a result of considerations such as the foregoing certain principles 
founded on the old English Rochdale "system" of consumer cooperation 
became very popular in this country, and these were designed to prevent 
an association from losing its true cooperative character. They were as 
follows: 

(a) 
(b) 
(c) 
(d) 
(e) 

Membership unlimited among patrons, and limited to patrons. · 
Democratic control, on the basis of one-man-one-vote. 
Capital stock limited to members and in amount per member. 
Interest on capital limited. 
Profits distributed according to amount of business transacted. 

TABLE 28.- CHIEF PROVISIONS OF MISSOURI COOPERATIVE MARKETING LAWS 

1919 Cap. Stock Provision 1923 Non-stock 

12 

$50 for first $50,000 
5 

Minimum number required 
to incorporate. 

Fees 
Minimum number of direc-

tors. 

11 

$10 .00 
5 

10%of total open to anyone Limitation of shareholders. Producers only may be 
members. 

By shares Election of directors One-member-one-vote. 
Each shareholder one vote Determination of business One-member-one-vote 

Allowed 
10% to reserve until 50% of 

paid up capital then not 
more than 10% on stock 
and remainder patronage 
dividends 

"Cooperative" 

Permissible 

Stock cannot be forfeited 

policies " 
Voting by proxy 

Distribution of net profits 

Restriction on corpor ate 
name 

Transfer of stock or mem
bership 

Forfeiture of stock or expul
sion of member. 

Allowed 

No profits. 

"Non-profit cooperative" 

Non-permissible 

member may be expelled. 
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These principles have proved generally sound, and :effective in at
taining the objectives listed above, but do not have to be followed blindly 
in all instances. They might, for example, have two undesirable results: 
first, in keeping out of the organization those who might otherwise be 
willing to contribute more than the average amount of capital, also large 
producers who may refuse to join an association in which they have no 
more voice than the member who has only a slight interest in its activi
ties; and, second, by causing dissension within the organization after it 
is formed, due to the inequality of contribution and voting power. The 
disproportionate division of interest, ability and responsibility among 
members of cooperatives has previously been noted. Under the 1919 
Missouri law this difficulty is partially taken care of by having directors 
elected on the basis of shares held, and business policies determined on 
the basis of one-man-one-vote. A comparison of Table 28 with the 
above principles will show the way in which the latter are cared for un
der both Missouri laws. Table 26 giv~s the number of Missouri local 
cooperative associations which are incorporated under each of these 
laws. Tables 29 and 30 show these various organization characteristics 
of Missouri local capital stock associations. 

TABLE 29.-0RGANIZATION CHARACTERISTICS OF MISSOURI LOCAL CAPITAl. STOCK 
ASSOCIATIONS REPORTING 

-----\---1-- -------------------------
Produce Ex

changes 
Elevators 
Other Cap. Stk. 

301 98 11865.57 6592.61 20.83 
164 89 20651.13 15192.64 52.43 
40 10 10345.17 7243.20 23.00 

151 96.17 80.1 
156 93.78 82 
143 83 .5 83 . 9 

92.5 8.2 
92.9 10 
9.4 8 

92.7 
81.8 

100 

It will be readily apparent that under either the capital stock or 
non-stock plan the cooperative features of organization can be effectively 
safeguarded. The choice between the two forms will then generally rest 
on two factors, conv,enience and financing. An association is more ea;sily 
and cheaply incorporated under the 1923 law, so that in cases where little 
initial capital is required the non-stock form will usually be selected. 
This has been true oflivestock shipping associations, fruit and vegetable 

'locals, and similar types or organizations. On the other hand, grain ele-
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vators, produce exchanges, creameries and other locals requiring a con
siderable outlay for buildings and equipment have generally issued capi
tal stock, as shown in Table 26. This is still being done in many cases 
because of the general but erroneous impression that cooperatives of 
any considerable size cannot be financed under the non-stock plan. 

TARLE 30.~STOCK AND PATRONAGE DIVIDENDS ISSUED BY ELEVATORS AND PRODUCE 
ExCHANGES REPORTING 

1925 1924 1923 1922 1921 
-------------- ---

Prod. Prod. Prod. Prod. Prod. 
Elev. Ex. Elev. Ex. Elev. Ex. Elev. Ex. Elev. Ex. 

----------- ---
Number Repurting 93 117 92 113 91 108 90 99 70 80 
Stock Dividends 

Number Issuing 41 61 41 53 4.2 53 36 48 ? - ) 30 
Percentage issuing 44 52 44.5 46 .!l 46 . 1 49.1 40 48.4 32.8 37.5 
Average % 7.52 7.2 7.18 8 .0 7.12 7.63 7.22 7.53 7.11 7.8 

Patronage Div. 
Number issuinz IS 13 9 12 7 6 6 5 4 5 

Percentage issuing 16.1 12 .8 9.7. 10.6 7.7 5.5 6.7 5.1 5.7 6.2 
Average % 1. 57 2.1 1. 71 2.13 1.86 1. 81 2.08 1. 88 1. 56 1.41 

There are in reality several ways in which this may be done, what 
seems to be the best method under most circumstances being the issuance 
of certificates of indebtedness, similar to bonds, bearing a fair rate of 
interest, which are paid off from the profits of the association on the 
amortization plan. Thus, at the end of a period of years the association 
becomes and remains the property of those farmers who are doing busi
ness with it at any particular time, a perpetual cooperative enterprise by, 
for, and of the cooperators. The obvious advantages of this plan should 
be at least considered by cooperatives which may be formed in this state 
in the future, and which require an initial capital of some size. Where the 
amount involved is small it may be taken care of by membership fees or 
small loans by members. 

While it is desirable that members and prospective members of 
Missouri cooperative associations understand these underlying principles 
of the legal and financial forms of organization, others having more experi
ence along such lines should beconsulted with regard to specific problems 
which may arise. The Extension Service ~f the Missouri College of 
Agriculture is always glad to' assist ii1 the technical or legal organization 
problems of cooperatives when possible and where requested. Such help 
has already been given to a large number of associations. A model con
stitUtion and by-laws, also directions for organizing and incorporating 
fruit and vegetable associations, have been prepared by H. C. Hensley, · 
and will be found in Missouri College of Agriculture Extension Circular 
168. Similar information for those interested in livestock shipping associ-· 
ations is contained in Extension Circular 169. 
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HOLDING THE COOPERATIVE MEMBERSHIP 

"An intelligent and loyal interest and activity on the part of members" 
is the third factor contributing to the success of cooperative marketing. 
Loyalty in spirit is not alone sufficient. Wordy partisanship by itself will 
not make the cooperative business grow. Active support is necessary. 
This is often taken to mean simply doing business with the organization, 
but that is far from complete support. The member must also take 
part in directing the policies and shouldering the responsibilities of his 
association. He must be interested in who is elected to the board of 
directors and in the method of selling adopted~ This interest, too, must 
be intelligent, based on a knowledge of cooperative experience and some 
understanding of the business principles involved. These facts become 
very evident if the development of cooperative marketing is only briefly 
considered, or comparisons made between the type of members and 
support accorded the cooperative organizations in different parts of the 
country. 

The well known policy of "treat 'em rough and tell 'em nothing" 
does not apply in cooperation, yet the idea of running a cooperative asso
ciation as a sort of benevolent autocracy persists in the minds of many 
well-meaning but poorly informed individuals. The opposite viewpoint 
is that a cooperative association, to be successful, must be a genuine 
democracy, in activity as well as benefits. This position is well stated 
in an article appearing in the Progressive Farmer: 

"Its (the cooperative organization's) policies and plans must be 
known to the entire membership and discussed by them. The policies 
of cooperative marketing, like the policies of our American nation, must 
be determined not by a small group of men secretly exercising their own 
superior judgment, but by continual debate as to the wisdom or unwis
dom of particular policies and plans." 

This, of course, does not apply to petty details, but to the larger as
pects of cooperative organization and operation. 

There is almost nothing about which authorities on cooperation and 
officials of successful associations are so well agreed as the fact that co
operative associations should be organized and operated "from the bot
tom up" rather than "from the top down." This does not mean, of course, 
that strong leadership is not desirable, or even necessary. It does mean 
that this leadership shall go hand in hand with those wh~ follow. It 
means leading rather than driving. Cooperative organizations which 
have been promoted with whirlwind drives and high-pressure selling 
methods have almost invariably met with trouble when the lapse of 
time has permi tted things to cool down. Such methods are not con-
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ducive of an intelligent and permanently loyal interest and activity on 
the part of members. 

There are several methods used by cooperative marketing enter
prises to hold the membership: 

1. Contracts.-Contracts between members and their organization 
have been found to be a desirable feature by many cooperatives, although 
a considerable proportion of successful associations have chosen to do 
without them. The Missouri Farmers Association and the Missouri 
Cotton Growers Association are the two large-scale organizations in 
Missouri which use contracts. Very few of the locals contract with their 
members, only 21.4 per cent of fruit associations reporting on this point 
having them. Of 114 livestock shipping associations reporting on this 
feature, only 12.3 per cent had penalties for not shipping, which in most 
cases were incorporated directly in the membership agreement. 

Contracts have three principal advantages: 
(a) They usually make possible a fairly definite estimate of the 

volume of business which may be expected, knowledge which is es
sential for both sound organization plans, efficient operation, and ade
quate financing. 

(b) The morale of the membership is strengthened. The man who 
has a tendency to "flop" from one marketing agency to another, the 
member who has not been thoroughly "sold" on the organization, will 
at least think twice before leaving the cooperative and selling through a 
private concern. 

(c) They help to avoid misunderstanding. The contract is simply 
a record of a mutual agreement which should be recorded in writing and 
signed as in any other important business transaction. The members of 
a cooperative delegate certain powers to their association which are a 
necessary part of successful operation, while the organization in turn 
agrees to provide certain facilities and perform certain services. A com
plete understanding of these mutual undertakings is best obtained when 
they are set down in black and white and not left a matter for individ
ual interpretation. 

Experience has quite definitely demonstrated, however, that con
tracts cannot by themselves hold together an association which would 
otherwise fail to receive the support of the greater part of its members. 
The contract may be perfectly legal in court, yet actually unenforceable 
because it is utterly impracticable to prosecute any considerable number 
of violators. This frequently proved fact is well stated in a recent num
ber of the Cooperative Marketing Journal: 

"It is a·matter of common experience that a contract becomes prac
tically unworkable as soon as a large percentage of the membership are, 
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for any reason, inclined to disregard its conditions .... . .In a strictly 
cooperative association the significance 'of a contract depends upon the· 
growers' attitude toward it ...... A contract as an instrument of force 
is inconsistent with the idea of cooperation which is inherently a mutual 
and fr-ee relationship. Cooperation ceases to be cooperation as soon as 
it savors of coercion and force .... Involuntary cooperation is a contra
diction of terms ..... There is, however, no objection to mutual agree
ments among members in the form of .... contracts, provided their 
true significance is understood." . 

This is but a reflection of the opinions of men behind the most suc
cessful and longest established cooperatives in the country, as exem
plified by the following statements attributed to officials of two leading 
California fruit growers associations: . 

"A contract is worth no more than the conscience and conviction of 
the members behind it." 

"Success depends upon the spirit of the growers, not on the signing 
of a contract." 

Even in the general business world contracts are not effective under 
conditions of wholesale violation. During the post-war depression when 
prices were dropping rapidly thousands of firms cancelled contracts 
which had been made during the boom period, but manufacturers were 
generally powerless to enforce these perfectly legal agreements because 
it would have cost more than the benefit derived. 

Several Missouri cooperatives have had similar experiences. For 
various reasons connected with the proper management of the3e organi
zations a full discussion of this situation cannot be given here. This, of 
course, did not destroy the value of the contracts used by these organi
zations, from the three standpoints previously given. The Mark Twain 
Poultry Producers Association found that its contract was of no avail in 
forcing deliveries and preventing failure. The milk producers of St. 
Joseph ' encountered a similar situation, although their contracts were 
held enforceable by the courts. Three out of six local fruit associations 
reporting the use of contracts said that there had been unchecked viola
tions; while only three out of 14 shipping associations which reported 
violations of penalty clauses attempted to enforce this provision. 

There are two important reasons why the true nature and signifi
cance of contracts should be understood by everybody interested in co
operative marketing. In the first place, associations which place too 
much confidence in the contract as a means of holding the membership 
are quite likely to neglect other important means of accomplishing this 
end, and to adopt other policies which eventually lead to troubl~. One 
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result of such action is given in the Cooperative Marketing Journal as 
follows: 

"The trouble with the usual contract is that it is signed as a result 
of a compaign or drive, in which many sign because their neighb9rs do 
-and because they are swept along by the current of enthusiasm worked 
up in the drive rather than due to a careful and thorough-going examina
tion of the question. When trouble comes, as it usually does, and there 
is delay, and returns are out of line with expectations, the grower's at
titude toward the contract is not that it is of his own making .... bilt 
that he was induced or crowded into signing what he did not fully under
stand, and he may drift into a hostile attitude toward his contract obli
gations," and, it may be added, toward the association itself. 

The other harmful result of placing too much emphasis on contracts 
is that many farmers are naturally suspicious of legally binding them
selves in a manner which conjures up in their imaginations many pos
sibilities of evil consequences. Thus, a farmer who is perfectly friendly 
toward cooperative activity and who is willing to join an association and 
actively support it may easily be unwilling to take the chances which 
he assumes are involved in the signing of a contract. 

Usually such fears are groundless; for even if the contract is unfair 
in its provisions, or the organization later adopts unjust or unwise 
methods, the very weakness of the con tract as a means of forcing 
members becomes its strength in protecting them against injury. Except 
for the small chance ,of being among the few singled out for "test cases", 
the farmer generally has little to fear from signing a contract, and this 
factor in itself should have correspondingly little influence in any de
cisions, one way or another, which he may make affecting his relation
ships with a cooperative marketing enterprise. 

The important point to be remembered is that the contract is a use
ful feature of cooperative marketing, if properly used, but that its 
importance as a factor determining both success and failure is generally 
over-estimated. 

2. Other Method'S of Holding the Membership.-The manage
ment of a cooperative enterprise, unlike that of most similar private 
concerns, is faced with the problem of maintaining satisfactory member
ship relations as well as conducting the organization efficiently from a 
business standpoint. A surprisingly large proportion of local managers 
reported lack of diplomacy in dealing with members, as shown in Table 
18. This means that a constant educational campaign must be car
ried on to controvert falserumqrs, which are encountered by even the 
most successful associations, to keep members informed of the real 
benefits which are being obtained, and to provide a foundation for con-
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structive voting and general participation in the organization's activities 
by its members. The real object ohhis educational process is to lead the 
individual farmer members to the point of thinking for themselves, and 
to furnish usable facts as a basis for such reasoning. Exaggerated propa
ganda, dogmatic opinions, or the other extreme of hauling out a mass 
of unassimilated figures, are not a part of such an educational program. 

This principle applies to both local and large-scale organizations. 
The great opportunity for improvement along these lines can be observed 
at the meetings of local associations, or during conversations between 
officials and patrons, in which all kinds of unsound opinions-pure theory, 
because not based on the facts, although looked upon as the most 
"practical" of doctrines-are given out as reasons for supporting the 
cooperative, while its real benefits are practically ignored. 

Many leaders of cooperative marketing enterprises in the past have 
sincerely believed that it is dangerous to acquaint membecs with the true 
situation, particularly when an association gets into difficulty; but ex
perience has shown the advisability of a perfectly frank and open attitude 
on all questions. For example, many local associations in Missouri find 
themselves "in the red" due to one cause or another. In such cases it is 
much the best policy to avoid trying to cover up the facts, but instead 
to thrash things out in open meeting, pointing out the benefits which are 
otherwise being obtained, and seeking a way out of the difficulty. The 
success of one of the largest livestock shipping associations in the State, 
which at one time almost failed, is largely attributed by the new manager 
to his policy of complete publicity of the financial and other affairs of 
the association. One large eastern dairy association obtained some 
valuable experience along these lines, and as a result has changed its 
policy to conform to that generally held sound. 

Some of the concrete instruments of cooperative education are: 
(1) "House organs", or official publications specially established 

for the purpose of keeping the membership informed. Missouri coopera
tives have not adopted this form of educational publicity to any extent, 
and several might do so to advantage. Some local associations use reg
ular form letters for this purpose. 

(2) Educational "locals", which mayor may not be directly affil
iated with the marketing organization itself. In Missouri the farm 
clubs and farm bureaus function to some extent in this manner. Debates, 
if properly organized, serve both to educate and develop self-expression. 

(3) Board meetings open to all members and discussion. This 
avoids creating suspicion of favoritism, "railroading", etc., and has other 
beneficial effects. 

(4) Frequent and easily understood financial statements. For ex
ample, it is frequently the habit of managers of livestock shipping as-
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sociations to merely assemble a few facts from the shipping sheets hang
ing on a hook and read them at the annual meeting. Complete printed 
or mimeographed reports help to maintain interest and. iron out misun
derstandings among the members. County extension agents can often 
be of assistance in this regard. 

(5) Cooperation with outside agencies, such as the agricultural 
colleges and railroad extension workers. As examples of this are the 
short course in cooperative marketing given ·in February, 1927, by the 
University of Missouri, College of Agriculture, and the series of outlook 
meetings held throughout the State in March of the same year, arrange
ments for which where in some cases made with the assistance of local 
cooperatives. 

3. The Cooperative Should Stick to Business.-One of the tr.ings 
most certain to start membership troubles is to mix politics, religion or 
personal differl nces with the business of the as:ociation. Notwith
standing this very eviCient fact, supported by much experience, the of
fiicers of cooperatives located in this and other states continue to em
broil their organizations in legislative controversies and personal mat
ters which have nothing to do with the busine3s-like conduct of t~leir 
associa tions. 

THE BASIS OF EFFICIENT MANAGEMENT 

A detailed discussion of management problems is obviously impos
sible in a publication such as this. It is intended here to give only some 
of the general aspects of management which apply alike to most of the 
different kinds of Missouri cooperative organizations. Studies of the 
problems connected with the cooperative marketing of specific commod
ities will be conducted in the future. Even at the present time there 
are a considerable number of publications which should be of much 
benefit to the directors, officers and managers of Missouri cooperative. 
organizations. Several state experiment stations and the U. S. Depart
ment of Agriculture have made detailed studies of the management prob
lems of local grain elevators, livestock shipping associations, creameries, 
and cooperatives handling other products, the results of which are avail
able in published form. Private business concerns have for years support
ed hundreds of trade journals dealing with just such material, and at pres
ent, both individually and through their various trade associations, are 
in rapidly increasing numbers making use of scientific studies of market
ing and management problems. Many of the large-scale cooperatives 
are following and even leading in this direction. It is regretable that a 
large proportion of the local cooperatives, in Missouri as well as other 
states, have not taken ·much advantage of the many opportunities for 
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benefiting themselves in this way. No inanager or director is so good 
that he cannot profit by ideas obtained outside his own experience and 
organization. 

The problems of operation encountered by the larger cooperatives 
are generally of a special nature which call for specific analysis and treat
ment. There are, however, a number of such problems which apply to all 
iocal cooperatives regardless of type. The first is selection of a manager. 

1. Selection of Manager.-Everyone familiar with cooperative 
marketing is impressed with the wide variation in the ability of managers 
of local associations. Men of real capacity can be found working long 
hours for small pay. On the other hand are managers who are obviously 
unsuited for the task of operating a business. Because of these condi
tions it should be kept in mind that the following discussion is in general 
rather than in particular, and that many exceptions to the rule are en
countered. 

A newly formed local association, or one which has lost its old 
manager, usually has only a limited choice from which to select a mana
ger. This frequently results in a selection which is based on the conven
ience of the prospect rather than his ability for the position. Retired 
farmers, small merchants who have been unable to make a success of their 
own business, country school teachers and store clerks are most fre
quently employed, in the order named, as shown by Table 31. The ex-

TABLE 31.-FoRMER OCCUPATION O F MA NAGERS O F MI SSOURI LOCAl. COOPERATIVES 

Prod. Exc 's. Elevators Fruit& Veg. L S. A.'s Others 
-------------------- -

No. % No. % No. % No. % No. % --------------------
Farmer 75 68.1 69 71.1 12 60 93 84.6 5 35.8 
Clerk 6 5.5 1 1.0 1 5 .. .. ., .. 3 21.4' 
Coop. 

Mgr. 6 5. 5 1 1.0 .. .. .. .. 7 6.4 .... .. .. 
Merchant 13 11. 8 11 11.5 2 10 2 1. 8 J 21.4 
Teacher 6 5 .5 4 4.1 .. .. .. .. .. .. .. .. .. .. .. .. 
Banker .. .. .. .. 1 1.0 .. .. .. .. 1 .9 .... .. .. 
Grain 

Dealer .. .. . .. 6 6.2 .. .. .. .. 1 .9 .. .. .. .. 
Livestock j . 

Buyer .. .. .. .. . .. .. .. .. .. .. .. 2 1. 8 ... .. .. 
Others . 4 3.6 4 4.1 5 25 4 3.6 0 21.4 -' 

perience or natural inclinations of these men are hardly calculated to 
make them efficient managers. Those who become so must have a native 
ability above the average. A district superintendent of one of the large 
credit rating companies is quoted as saying: "A large percentage of busi
ness failures among men of small capital may be traced directly to the 
man on the farm." 
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It is generally true that the practice of employing as manager some 
relative ofa prominent member or director leads to trouble. Such a man 

. may be quite competent, yet is always open to charges of favoritism or 
inefficiency by jealous members. It is desirable to keep family affairs out 
of ~ooperative organizations: for much the same reasons that politics 
and religion have no place there. 

Another .obstacle in the way of obtaining good managers is the mat
ter of salary. Here the local cooperative is between two fires. They are 
urged to pay enough to interest men of ability, but this is more easily 
said than done. A given volume of business will stand only so much over
head expense. Thus, the small associations have their choice of paying 
a low salary, and getting just what they pay for, or of shouldering a 
ruinous overhead. A good manager can frequently correct this trouble by 
building up the volume, but this is not always practicable to the extent 
necessary. These facts are just one more indication that cooperatives. 
should not be established without sufficient volume. 

TABLE 32.-MANAGERS' SALARIES OF- CAPITAL STOCK COOPERATIVES REPORTING 
Elevator Produce Exchange Others 

Dollars per year -------- ----
No. % No. % No. % --

601 - 750 3 3.4 7 6.8 -- --
751- 1000 8 9.0 17 16.5 -- --

1001 - 1250 30 33.7 43 41.7 4 36 . 4 
1251 - 1500 26 29 . 2 25 24 . 3 1 9 .1 
1501 - 1750 3 3 . 4 5 4.8 3 27.2 
1751 - 2000 14 15 .7 4 3.9 2 18 . 2 
2001 - 2250 4 4 . 5 1 1.0 -- --
2251 - 2500 -- -- -- -- -- - -
2501 - 2750 -- - - 1 1.0 -- - -
2751 - 3000 1 1.1 -- -- 1 9.1 

TABLE 33.-METHODS AND AMOUNT OF PAYME~T OF LIVESTOCK SHIPPING ASSOCIATION 
MANAGERS 

Cents per cwt. % on Gross Sales Salarv Pe'T <lay Flat rate per car. 

No. Av.: R=.,- No. I "Av •. R"o", ~AV! 
-------
Range No. ~;r' Range 

rptg. (cts. ) rptg. % rptg. ($ rptg. 
-------------------------

64. 8.7 5-15 10 1.25 . 5- 2.0 7 $5.50 3 .50-10 27 10.77 5-21.5 o 
TABLE 34.--NuMBER OF MANAGERS SINCE FIRST ORGANIZED-LoCAL ASSOCIATlONS RE

PORTING -
N 

Produce Exch's Elevators L. S. Shpg. Assns. Others 
limber 

m anagers No. % No. . % No. % No. % ----------
I 12 12 24 28.9 44 34.4 6 30 
2 29 29 17 20.5 38 29 . 7 8 40 
3 19 19 20 24.1 32 25.0 3 15 
4 23 23 12 14.4 9 7.0 2 10 
5 13 13 7 8.4 3 2 . 3 1 5 
6 3 3 3 3.6 1 0.8 -- --
7 1 1 -- -- I 0.8 -- --
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Table 32 shows that a large proportion of elevators and exchanges 
pay their managers from $1000 to $1500 per year. Table 33 gives both 
the method and amount of payment of livestock shipping association 
managers. Boards of directors of local associations can study these fig
ures, see how their own organization compares with others, and draw 
their own conclusions. 

It is difficult for many farmers, who make only a small cash income 
themselves, to understand why cooperative managers should be ade
quately paid. To them, a hundred dollars a month appears to be a big 
wage. It is not a question of justice, however, but of supply and demand. 
Good men can get good salaries from private firms, and cannot be expect
ed to manage cooperatives for less. 

These conditions result in a rather rapid turnover of managers of 
local associations, as shown in Table 34. This seems particularly true 
of produce exchanges, which pay the lowest salaries. The harmful 
effects of frequently changing managers, both as to membership relations 
and business management, are obvious without discussion. 

Livestock shipping associations and local fruit organizations in 
every case paid their managers for only part time, and hence are not 
faced with the same salary problem that confronts other locals. These 
part-time managers, mostly farmers, often are willing to assume their 
duties because of the prestige i~volved, and their desire to make the as
sociation a success, rather than the pay connected with the work. In 
few other instances do local associations ha~e part-time managers, as 
shown by Table 35. 

TABLE 35.-LoCAL ASSOCIATIONS HAVING PART-TIME MANAGERS AND SEPARATE 
BOOKKEEPERS 

Elevators Produce Fruit & L. S. A.'s Others 
Exchg's. Vcg. 

------- ----------
Number reporting 89 144 20 117 20 
Nu;nber having part-

1 3 20 117 2 tIme manager 
Other o~cupations of 

part-tIme managers. 
Farmer 1 2 15 96 2 
Merchant -- -- I 14 --
Miscellaneous -- I 4 7 --

No. having separate 
bookkeeper 30 65 7 0 12 

It has been suggested that graduates of agricultural colleges could 
be obtained as managers of local associations. It is generally im:eossible, 
however, for a local association to pay the salary necessary to obtain 
these men_ A promising alternative would be a special short course de
voted particularly to the training of young men, preferably high school 
graduates, for these positions. One of Missouri's central organizations 
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with a large number of locals has suggested such a course, a matter which 
is at present receiving attention. A year of instruction in bookkeeping, 
salesmanship, business management, and commodity marketing methods 
would be followed by a period of practical training as assistant under an 
experienced manager. A special short course lasting for only a few days 
for present managers and directors of local associations is now given 
each year by the Missouri College of Agriculture. 

2. Bookkeeping.-Properly kept accounts represent the compass of 
business management, in pointing out the direction in which the financial 
affairs of the cooperative are going. They are necessary both as a means 
of keeping the membership informed, and for efficient management. The 
manager who knows only approximately what are his different expenses, 
sources of income, and financial condition, is greatly handicapped in his 
efforts to cut down overhead, in buying and obtaining credit, and in 
determining general management policies. The members and directors 
have no means of checking up on the manager's work, and the organiza
tion is in general subj.ect to all the disadvantages of working in the dark. 

As shown in Table 18, a large proportion of local associations re
port trouble with poor bookkeeping. This is generally due to one or 
more of three causes: Carelessness, misunderstanding on the part of 
the manager and directors of the value of accurate records, and inability 
of the manager to properly keep books. The first and second of these 
factors can only be corrected by education and a demand on the part of 
members for a change in policy. 

For many local cooperatives it is impracticable to employ a full
time bookkeeper to do this work (Table 35) and the manager is too 
busy or lacks sufficient knowledge to handle it satisfactorily. A large 
number of produce exchanges, elevators and fruit associations get around 
this difficulty by having a capable bookkeeper employed by some other
firm, such as a bank, do the work for them. 

The keeping of records for livestock shipping associations, grain 
elevators, and some other locals has been simplified by standard account
ing systems which have been prepared by the U. S. Department of 
Agriculture, commercial publishing companies, and the general farm 
organizations such as the Farm Bureau and the Missouri Farmers 
Association. The latter two organizations also maintain auditors who 
check the books once each year and help in the preparation of financial and 
operating statements. The value of this service, however, depends largely 
on the care with which the books are kept during the year, and too much 
reliance should not be placed on audits under certain circumstances. 

It is one thing to keep records, and another to make use of them. 
It takes a great deal of concentration and ingenuity for a manager to 
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study his statements and actually see how the figures can be applied in 
improving his business. One important and frequently overlooked pro
cedure is the comparison of the statements of individual associations 
with those of others, both successful and otherwise. This requires the 
definite cooperation of the auditing departments of the larger organi
zations, and since the auditor himself has little time for such work, the 
statements of a number of locals could well be analyzed and discussed 
each year, and the results given to individual managers. Table 36 
gives average figures on income, expense and profit for elevators and ex-

TABLE 36.-COMBINED AND CONDENSED OPERATING STATEMENT OF ELEVATORS AND Ex
CHANGES REPORTING 

Volume of Business 
Produce exchangeL ______ . _ c __________ _ ______ _ ______ _ 

Elevators _____ __ ____ __ __ .. __________ ______ ___ .. _____ _ 
, Combined ________ . __ _________ __ ____ . _ . __ __ _______ _ 

Gross Operating Profit 
Produce exchanges _____ .... . __ -____ __ ___ . __ __________ _ _ 
Elevators _______ .. _____ ____ . ________ __ _____ . ____ __ .. __ 
Com bined ________ .. ___ . ______ .. ___ _______ . _ .. ___ ____ _ 

Operating expense 

Produce exchang~s ___ .. ______ __ ________ ___ __ .. ______ _ 
E~vators ____ _ : _________ .. __________ ___ ______ _____ _ _ 
Combined_ . _____ . ____________________________ __ ,, _ 

Operating Profit 

Produce exchn ageL __ _ .. ______ __ " ____ _______ . ___ . ____ _ 
Elevators ____ ___ ___ _ .. _________ ___ __ ... _. ____ _ . ____ __ _ 
Com bi ned __ . _______________ ________ ___ . _____ ___ ___ _ _ 

Income from other sources 

Produce exhanges- _____ . _________ . _____ . ____________ _ 
E~vators ____ _ .. __ ______________ . _________ .. __ _____ _ _ 

·Combined ________ ____ ______ . _____ __________ .. ___ .. __ _ 

Net profi t 

Produce exchanges __ _____ . ______ . _______ .. _________ _ 
E~vators ____________ .. __________________________ __ _ 
Combined _______ ___ . __ _ . _______ ." __ .... ______________ __ _ 

Amount to Sinking Fund 

Produce exchanges ________________ ___ ___________ ___ _ 
Elevators ___________ ___________________________ ___ _ 
Combined _______________ . _____ .. ____ ______ ,, ______ __ _ 

$156,029.00 
210, 798.00 
181,875.00 

6,910 .77 
8,525.32 
7,701.56 

4,949.37 
6, 753.24 
5,832 .90 

1,961.40 
1,172.08 
1,868.67 

282.50 
149.57 
217 .39 

2,243.90 
1,921.65 
2,086.06 

243 .03 
297.73 
269. R2 

changes, for the associations reporting on these points, and may serve as 
illustrations of figures which should be available to managers and direct
ors in greater detail. It must always be remembered, in comparing the 
statements of various associations, that competitive and other condi
tions vary considerably in different communities, which may have as 
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much influence on results as the degree of efficiency in management. 
The tendency has hitherto been to place all the blame or credit on the 
shoulders of the manager. 

3. Relationship to Competition.-There are two aspects to the 
business conduct of a local cooperative. The first ofthese has to do with 
efficiency within the organization, to keeping down overhead expense 
and rendering the best possible service to members. The other concerns 
the association's relationship with other business concerns. 

Of the local organizations reporting, 41.6 per cent of produce ex
changes, 33.3 per cent of elevators, 33.6 per cent of livestock shipping 
associations, and 24.0 per cent of fruit and vegetable associations re
ported at least some dissatisfaction among members. Among the reasons 
for such dissatisfaction, as given by the officials reporting, difficulty in 
meeting competition was found to be predominant. "Inability at times 
to pay prices offered by private concerns", "Local dealer boosting 
prices", "Former manager lost money trying to undersell," "Competi
tion is strong and can not always give satisfaction", "Bribes and unjust 
propaganda", "Wild cat prices of competition", "Buyers offer more 
than stock brings", "Buyers cause disturbances", are examples of the 
difficulties, fancied or real, which are attributed to local competition. 

As shown also by Table 18, "unfair competition" and "too much 
competition" are held to be among the most commonly encoun
tered difficulties as reported byall local associations. In reality, such 
trou"bles are frequently of the organization's own making. It is only 
natural, when a cooperative starts to cut prices, pay prices out of line 
with market quotations, and follow other practices of this sort, that its 
private competitors will not only seek to drive the organization out of 
business by legitimate competition, but will also resort to unfair methods 
to accompli$h this end. These features of competition are looked upon 
in an entirely different light when practiced by cooperatives, as opposed 
to private firms, although in reality there is little .difference. It is not 
necessaryfor farmers' organizations to drive competitors to such meth
ods in order to win the benefits of cooperative marketing. Relation
ships with all local business enterprises should be kept as harmonious as 
possible. The association which "knocks" private dealers or pays prices 
higher than the local rate is simply inviting trouble. If this rate is too. 
high the difference should go to the members in the form of patronage 
dividends; or the local competitive price level may be raised for all 
concerned. In the latter case it is better to let the private dealers take 
the lead. Competitive fights for business as frequently carried on between 
private and cooperative concerns usually result only in trouble for both. 
The one which can stand the most punishmen t will win ou t in the struggle, 
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and this is not always the farmers' organization. Private competition 
will be no more "fair" than that given by the cooperative. In instances 
where the competition of private dealers is for other reasons unfair it is 
much easier and better to meet such tactics by concentrating on the 
education of members regarding the facts of the case, than to carry out 
an eye for an eye program of retribution. 

4. Harmony Between Manager, Directors, and Members.-It is 
a common complaint, both of existing and defunct organizations, that 
there is or was dissension among officials, directors and members. In
fluential members attempt to dictate to the manager; personal differ
t::nces are brought into the affairs of the cooperative; half-baked ideas are 
stubbornly advocated by directors. That such conditions are quite 
common is indicated by the orgij-nizations reporting, as shown in Tables 
17 and 18. 

The manager, the directors and the members all have their definite 
place in the association and duties to perform if it is to be a success. 
Everyone concerned should realize wha t his share of these responsibilities 
is, and fulfil his obligations without interfering with the rights or duties 
of others. The very term, "cooperation", implies a certain amount ot 
give and take on the part of the cooperators, which fact must be rec
ognized if harmony is to prevail. This is well brought out in the follow
ing statement by an investigator of the U. S. Department of Agriculture: 

"One of the serious weaknesses of many cooperatives is found in the 
tendency of members of boards of directors to shirk responsibility in the 
ma.tter of management. Too frequently the individual member looks up
on his elevation to the office of director merely as a recognition of his 
standing in the community. Such an attitude is unfortunate and until 

. every director comes to feel that he has accepted a trusteeship for the 
successful conduct of the business, cooperative enterprises will fail of 
attaining the full measure of success toward which they are ever strug
gling. 

"This trusteeship obligates every director to inform himself thorough .. 
Iy respecting the operations of the business with which he has become 
vitally connected. In addition, he will need to understand fully the 
broader principles upon a thorough working knowledge of which de
pends, to a large extent, the degree of success and progress which the 
business will achieve. In this process of becoming acquainted with the 
business, it is important that opinions be formed only on the basis of 
facts and be free of every vestige of prejudice and of preconceived opin
lOn. 

"If lack of interest is a weakness, the wrong kind of interest is 
equally bad. Too frequently one finds the board interfering instead of 
directing. It is the duty of the board to formulate policies and to see that 
these policies are carried out by the executives. It should insist that 
complete facts be furnished by the manager, together with his sugges-
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tions regarding the proposed policie-s, and should dete-rmine the action 
to be taken on the basis of these facts. 

"If it is a source of weakness for the hoard to interfere in pe-tty de
tails, it is d0wnright meddEng for individual directors to attempt to 
dictate the course of action. Individual directors, unless specifically 
authorized, have no more right to control operations than other mem
bers of the association. Such interference with the operation of the 
business can only result in unstable and unsatisfactory management." 

5. Pooling.-Some local associations in Missouri, such as the fruit 
and vegetable organizations, are faced with the problem of pooling. 
Members of all cooperatives, whether or not pooling is practiced, should 
be familiar with the meaning of this simple operation, since considerable 
misunderstanding with regard to it has existed in the past. At one time 
pooling was such a popular term that it was to the public almost synony
mous with cooperative marketing itself. Many still think that it is a 
fundamental part of cooperation, wnile others go to the opposite extreme 
of saying that it is economically unsound and should not be adopted 
under any circumstances , 

Actually, pooling is only a minor feature of cooperative marketing, 
and has nothing to do with price fixing, withholding from mlrket, and 
similar ideas. Pooling has its distinct uses under certain circumstances, 
and in connection with the marketing of certain products. It is simpy an 
arrangement whereby products of similar grade belonging to different 
members are sold in such a way that the individual's share loses its 
separate identity, and the products of all members coming under a given 
set of conditions return the same price, regardless of actual selling price 
of any portion of the whole. An example of this would be a carlot egg 
pool. All the members of an exchange whose eggs went to make up a 
particular car load would receive the same price per dozen, regardless of 
the current price at the time his eggs were brought in, or of the price at 
which different parts of the car load actually sold at the central market. 
This is commonly done in some sections, and in Missouri a similar · 
method of pooling is used in strawberry marketing. 

There are several kinds of pools: (1 ) by shipment, as the example 
just given; (2) by time, as when all eggs brought in by members during 
a given day, week or season are paid for on a·uniform basis; (3) by areas, 
such as a coun ty . 

In addition to pooling from the standpoint of price received) pooling 
of expenses is frequently practiced. This is characteristic of the opera
tion of many livestock shipping associations, such as those operating on 
a flat rate basis of pro-rating. In other cases both expenses and price 
may be pooled, which form is generally known as a profit pool. 

Pooling has two main purposes: (1) It is a form of insurance against 
price fluctuations over which the individual can have no influence. For 
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instance, two cars of berries loaded on the same day may sell at different 
prices due entirely to fluctuating market conditions. The member who 
happened to have his berries in the low priced car would then be unfairly 
penalized. If all berries received by the association were pooled by the 
day, all members would receive the same price, regardless of the car in 
which his berries were placed. By thus equalizing returns under certain 
conditions, pooling eliminates to some extent the speculative element in 
prices. (2) Pooling facilitates intelligent merchandising of the product . 

. In some cases, when the commodity is not bought outright by the co
operative, pooling facilitates selling operations by transferring control 
from the member to the management. 

COOPERATIVE GROWTH AND REORGANIZATION 

The cooperative. marketing association, should be looked upon as 
the result of a process of growth, not something created in a fixed, 
unchangeable form, unamenable to progress. Mistakes are made when 
anyj business, private or cooperative, is started, and these have to be 
corrected as tirrie and experience point out the right path. 

In the past, however, there has been a distinct antagonism on the 
part of both members and oflkers of cooperative organizations to any 
constructive changes as a means of improving their organization. This 
attitude nearly caused a large Wisconsin association to go under when 
re-organization was found necessary, according to one authority. This 
fear of change can be attributed at least in part to the tendency of cynics 
and of enemies of cooperation to interpret the need for reorganization as 
an indication of failure. Such an attitude is unjustifiable and harmful to 
the best development of cooperative marketing. Some of the most 
successful cooperatives, including the California (citrus) Fruit Growers 
Exchange and the California Raisin Growers Association, have been 
reorganized. Likewise, successful private business concerns are constant
ly being reorganized in order to adapt them to changing conditions. 
There is no reason for fearing similar action on the part of cooperatives, 
or for accepting it as an admission of failure. 

If these facts were thoroughly understood by farmers it would un
doubtedly be possible to avoid some failures which would otherwise oc
cur. This might have been true, for instance, of the Mark Twain Poultry 
Producers Association. Frequently, local cooperatives have been saved 
or made more effective by re-organization. A good example of this kind 
is the Columbia Cooperative Warehouse Association, which was "trans
formed from an almost dormant state into one of the leading local or
ganizations in the State. 
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Coopera tive marketing in Missouri will in the fu ture experience a grad
ual and healthy growth, it is to be expected, except for certain possible 
contingencies. The movement would be greatly retarded by the failure 
of any prominent organizations in the State, as is so well indicated by the 
present attitude of farmers in the region formerly covered by the Mark 
Twain Poultry Producers Association. For this reason, every cooperative 
has the responsibility, not only of bringing to its members the benefits of 
cooperation, but also of clearing the path for other organizations which 
may follow. 

MARKETING SERVICE FOR COOPERATIVES 
Missouri has a greater need for cooperative marketing than many 

other states; and. hence offers a greater opportunity. Both the kinds of 
products and types of production contribute to this condition. At the 
same time, these same factors are such as call for .even closer attention 
to the details of organization and management than is found necessary 
for success in regions of specialized production and different marketing 
condi tions. 

What part should the College of Agriculture and other public agen
cies take in this development of cooperative marketing? This is a ques
tion which has been given careful consideration in Missouri and most other 
states . . The federal government has stated its position in clear and sen
sible terms. The late Henry J. Waters, formerly Dean of the Missouri 
College of Agriculture aoo later President of the Kansas State College, 
said in 1912: "The agricultural college of each state should do all in its 
power to promote cooperation among its people". Dr. F. B. Mumford, 
present Dean of the Missouri College of Agriculture, in his address to 
the cooperative marketing short course in February, 1927, endorsed the 
principle of cooperative marketing ann reiterated the desire of the Col
lege to be o~ service in this field. 

Frequently the criticism has been made that public agencies such as 
the United States Department of Agriculture and the state agricultural 
colleges are not sufficiently in sympathy with cooperative marketing. 
On the other hand, they have been accused of being entirely too active 
in fostering the movem·ent. The fact is that many years of experience 
on the part of public agencies have developed certain generally accepted 
principles as regards the way in which they can be of the greatest per
manent assistance to cooperative marketing. 

These public agencies are suppor,ted by taxes levied upon all of the 
people, and their primary function is to conduct scientific research and 
disseminate the knowledge thus gainedthrough extension activities and 
in the classroom. They cannot, for several reasons, properly take part 
in the actual promotion or direction of individual cooperative organiza-
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tions. In the "productive" field of agriculture the facts unearthed by 
scientific research are macLe known, but are not applied on individual 
farms; the individual farmer must do his own plowing, cultivating and 
harvesting. Likewise, with reference to cooperative marketing, sound 
principles and general practices can be determined and made available 
for the use of any or all cooperatives, but it would be no more right to 
engage in the work of actually helping to promote a given organization 
than to go into the fields and do individual farmers' plowing. The govern
ment agency can have no final voice of authority in the management of 
any association, and it would be manifestly unfair to all concerned if it 
endorsed or actively promoted any single enterprise. 

For these reasons the Missouri College of Agriculture and its de
partment of agricultural economics will continue to follow the previously 
announced policy with regard to cooperative marketing, namely, that 
its functions are: 

1. To teach, in the classroom, the principles of marketing and 
cooperation. 

2. To conduct careful research to discover the truth about market
ing conditions, and to make available the lessons which are 
contained in past and present experience with marketing co
operatively. 

3. To carry this information to the farmers of the State. 
4. To render assistance, so far as possible, in the technical problems 

of organization and management to such cooperatives and their 
members, present and prospective, as may request it. 
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