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The Cooperative Marketing of Fruits 
and Vegetables on the St. Louis 

Market 
F. L. THOMSENl 

For a number of years growers in St. Louis county have been dis
satisfied with conditions on the St. Louis produce market and in search 
of some means of improvement. In May, 1926, the St. Louis County 
Growers' Cooperative Sales Company, a cooperative commission house, 
was organized. Almost immediately it encountered a great many diffi
culties. The study, of which this publication is a report, originated as the 
result of a request for assistance from extension workers and growers 
involved. 

Application in Other Markets.-The problem is by no means of only 
local interest and application. Cooperative commission firms quite 
similar to that in St. Louis have failed in at least two cities. One or
ganization of this kind is successfully operating in Cleveland. The 
advantages to be gained and the obstacles to be overcome by such 
organizations in the various markets of comparable size and character 
are similar in many respects. 

ObJectives.-The objectives of this study were:2 

(1) To ascertain the deficiencies of present marketing arrange
ments, and particularly to discover any weak points which offer possi
bilities of improvement through cooperative marketing. 

1. Acknowledgment is made of the material contribution of Mr. G. B. Thorne, In structor in 
Marketing (resigned), who participated in the in itinl work of planning the project. and who supervised 
the collection and tabulation of the data us ed in a number of the t ables lind figures. 

Mr. Herman Haag, student assistant, did most of the detailed work involved in t he tabulation and 
charting of commodity prices. Mr. Preston Richards, Instructor in Marketing, and Mr. E. J. R\ltter~ 
student assistant, also contributed to the study. 

Those working on the project. desire to express their appreciation of the gCIlcro u8 treatment aC
corded them by the Board of Directors and manngement of the Growers' Com pany, anu various cour
tesies extended by Mr. Oscar W. Meier, county extension ngent. 

2. Footnot~ to R~,uarch Work~rJ.-The problems presented were unusually well outlineu, concrete
and practical, and it was believed that available sources of data (mainly governm ent reports and the 
books of the cooperative company) would furnish excellent material for a study of this kind. 

As this investigation proceeded, however, two important points were developed : (1) It was found 
that the problems involved were even more numerous and complicated than expected, and (2) th"t 
unusual difficulties presented themselves in making any quantitative analysis of these problems, due 
mainly to the lack of satisfactory primary data, which frequently could not be remedied without the 
expenditure of time and funds quite beyond the scope or origina l plan of t he projecc. 

The trouble was found to exist mainly in the extreme variety of products, containers, Rrndes, units 
of sale, methods of quoting prices on the same and different markets, and the differences due to seasonal 
fiUC1 uations in production and marketing. These factors vitiated many data which otherwise would 
have furnished an excellent basis for statistical analysis. I n addition. it was found that the records of 
the cooperative house were in such shape as to give unreliable results on a number of important poiuts. 
A principal drawback was the fact that it was in most cases impossible to determine the adaptability of 
the data until the tabulations had been at least partially com plet ed. This frequently too k the investig". 
tor into a cul-de~sac, and resulted in considerable lost effort. 
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(2) To determine the type of cooperative organization best fitted 
to accomplish these improvements. 

(3) To study the operating problems of the existing cooperative 
organization, with the view of making suggestions which might aid it 
in overcoming the many difficulties encountered.3 

CHARACTERISTICS OF THE ST. LOUIS PRODUCE MARKET 
The St. Louis fruit and vegetable market in general organization 

and operation is quite similar to the markets of other cities of comparable 
size. It differs from most of the latter in two important respects: 

(1) St. Louis is an important diversion point for truck crops from 
the southwest. At practically all times there are a large number of cars 
either on track in or approaching St. Louis. If conditions in other 
markets appear unfavorable, or if it appears likely that shipping qual
ities of the product will' not justify additional mileage, or if the St. 
Louis market should for any reason temporarily strengthen, some of these 
available cars can easily be diverted to the local houses. 

(2) St. Louis, as compared with most other cities, is unusually 
well supplied with home grown fruits and vegetables. Some truck is 
brought in from nearby Illinois counties, but the bulk comes from St. 
Louis County, which in 1924 had 3,416 farms, averaging about 30 acres, 
most of which are devoted at least partially to the production of fruits 
and vegetables. The value of all crops produced in St. Louis County is 
given by the 1920 Census as $9,121,621. Of this total, about one half, 
or $4,343,780, represented fruits and vegetables. Potatoes are th~ 
most important truck crop, with 5,626 acres in 1924. The sweet potato 
acreage in the same year was 1,487, with a value in 1919 about half that 
of Irish potatoes. There were in 1919, 6006 acres of all other vegetables 
combined, including a large variety, 1,699 acres of small fruits, and 
344,528 orchard trees. 

It is interesting to note that the value of crops for which pro
duction was reported in 1924 was 27.5 per cent less in 1924 than in 1919, 
after allowing for the fall in the general level of farm prices. Because 
of low prices and crop failures, the growers of this district have, it is 
claimed, suffered more than most farmers in recent years. 

There are two distinct types of fruit and vegetable growers in St. 
Louis County. The market gardeners, generally occupying the smaller 
farms close to the city limits, produce a considerable variety of veget-: 
abIes in addition to some fruits. They frequently have cold frame~,; il,r4 
sometimes greenhouses. The truck growers are generally found in ' the 

3. Because it was belie"ed desirable not to give general publicity to certain phrases of this portion 
of the study they have ,been omitted from this report, and separately submitted to the Board of Directors 
ofthe Growers' Company. 
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outer fringe, operating larger farms producing some wheat, livestock or 
dairy products in addition to potatoes, tree fruits, or a few other truck 
crops. 

Methods of Marketing.-Shipped-in produce is handled on the St. 
Louis market by brokers, carlot receivers, and smaller wholesalers who 
buy in job lots and sell and deliver to retail stores. Contrary to the 
practice of many markets, the latter are usually called "retailers", 
while the carlot receivers are referred to as "jobbers". Some firms carry 
on a combination trade. There is also a considerable degree of specializa
tion. For example, a large firm which receives in carload lots, buys from 
local growers, and also to some extent from other wholesalers in job 
lots, makes a specialty of supplying the entire requirements of a large 
system of chain stores. Other large firms specialize in certain commod
ities, as one concern which is reported to do a three-quarter million dollar 
business in potatoes and onions. Still other firms specialize as to the 
type of customer, some catering to the fancy hotel and restaurant 
trade, which is frequently willing to pay high prices for uniformly de
pendable quality, regardless of temporary fluctuations in the market. 
This type of wholesaler may buy most of its produce from other houses, 
selecting only the best of the stuff available on the street. 

Nearly all of these different types of dealers buy a portion of their 
supplies from "haulers", who are either market gardeners or truck 
growers selling their own stuff, or operators of trucks which bring in 
the products of several growers. Each firm generally has a regular list 
of these haulers who sell all or most of their produce to them, although 
the growers may sometimes be forced to dispose of off-quality produce 
elsewhere. Formerly these haulers sold through the dealers on a com
mission basis, but now all sales are supposedly "outright". As a matter 
of fact, in a very large proportion of the cases no price is agreed upon 
when the grower delivers his produce, and he must take what the dealer 
"puts in his book" after the stuff has been disposed of by the dealer. 
This in effect is quite similar to the old commission plan of doing business. 
Of course, many outright sales are made, and there is considerable 
higgling between growers and dealers on the street, and many haulers 
make a practice of going from place to place until they think they have 
the highest offer it is possible to ge't. 

Growers also have three alternative markets. They can sell direct 
to final consumers either at roadside stands or by peddling from house 
to house. They may also sell direct to retailers, either by obtaining 
orders ahead of time, or peddling a load from store to stor~. There is 
also the possibility of selling at the outlying markets. About one-half 
of 100 growers interviewed marketed at least part of their produce in 
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one or all of these ways. Approximately one-third of them designated
their opportunities for direct sale as, respectively, good, fair, and poor. 
All of these methods of direct selling except roadside markets require 
more time than a substantial grower with a decent standard of living 
can usually afford to devote to marketing. Yet price comparisons on 
produce sold in these different ways are continually being made, fre
quently without taking into consideration the differences in time and 
expense involved. 

Basis of Sale.-Growers selling through dealers on the street are 
not paid literally according to grade. The dealers with a better class 
of trade buy only from haulers who have uniformly good stuff, and pay a 
higher level of prices. All dealers feel privileged to reject produce which 
does not come up to their requirements, and pay less for poor quality, 
but it is a matter of personal judgment, and buying prices are only 
approximately in proportion to selling prices. Observation . indicates 
that on the basis of quality dealers frequently overpay some growers 
and underpay others. This is also frequently true of day to day price 
fluctuations. Growers may receive more than the going price for one 
product and less for another, and one day may obtain a price higher, 
and another day "a price lower than market conditions warrant.4 For 
these reasons it is difficult for growers to make any check on buying 
and selling prices as a whole, and many individual instances of misun
derstanding over prices occur. 

Dissatisfaction Among Growers.-Lacking a full appreciation of 
marketing services performed, and costs and risks incurred by middlemen 
handling produce, and observing the many unsavory minor details of 
trading, growers harbor a vague but nevertheless intense feeling that 
something is wrong. Many of these suspicions may be unfounded, 
yet they have played a major part in the organization, plan of operation, 
and difficulties of the growers' commission company. The general 
growers' attitude may be summed up in the prevailing belief that the 
private produce dealers are, in the words most frequently used, "a bunch 
of robbers", and that they make enormous margins of profit which result 
in growers receiving a price much lower than market conditions justify. 

4. It would be extremely difficult, if not impossible, to statistically demonstrate these important facts, 
for the following reason: (1) Dealers believe, and rightly, that any such research is principally intended 
to benefit the cooperative company, and are not inclined to put themselves out for such purpose. (2) 
From midnight until four o'clock, when the produce is unloaded, there is extreme congestion and confu
sion a t each place of business, and any additional handling would very seriously interfere with business. 
Because of the darkness and compactness of loading there is no opportunity for adequately inspecting 
growers' deliveries before sale. (3) There being no uniform grades or pack, and since the top of a box 
furnishes no indication of what may lie beneath, it would be impossible without repacking each box to 
make proper allowances for differences in quality. These conditions furnish an excellent example of the 
difficulties in the way of quantitative measurement of the factors involved in any study of the produce 
markets. 
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OPERATIONS OF THE ST. LOUIS COUNTY GROWERS SALES 
COMPANY 

As a culmination of long continued feeling of this sort the St. Louis 
County Growers Sales Company was organized in May of 1926. Of the 
capital stock subscribed, $10,000 was originally set aside for the actual 
operation of the Company. A location on the north end of the Third 
Street commission row was rented, and the cooperative company was 
definitely launched as still another produce house on the Street. 

The Company had less than 150 stockholders, but during the first 
year of operation received produce from over 300 different growers, 
although in many cases only in small amounts. All growers, members and 
non-members alike, received the same treatment. A commission of 10 
per cent straight on all produce was charged for defraying the expenses of 
the Company. Due to the extreme individuality and independence of the 
growers the use of a contract was not given serious consideration. 

During the first year (1926) the Company did mostly a jobbing 
business, selling to other dealers on the street, as do carlot receivers. 
It also did some sidewalk business with retailers, peddlers, and truckers 
who operate to nearby towns. During this period growers gave more of 
their business to the Company than at any other time, as shown by the 
accompanying graphic operating statements. It has since been repeated
ly stated that if growers had continued to support their organization as 
during the first summer, the difficulties encountered would have been 
avoided. This however, is only partially true, since the profit for the 
summer period (May 21-0ctober 30, 1926) was only $360.36, and it 
would require only a few months of winter operation to turn this profit 
into a loss, as actually occurred. The loss for only the two months of 
November and December wiped out the summer profit. 

I t was found that the quarters originally occupied were too cramped, 
and in May of 1927 the Company was moved to 414 Wash Street, 
about a half block from the Street proper. By this move the net rent 
was increased about $50 per month, and the trade with retailers was re
stricted, since the latter generally refuse to leave the Street proper in 
looking for produce. On the other hand, floor space was ample and no 
better place on the Street was available. 

Profits on Purchases.-In order to help pay the large overhead ex
pense preparations were made to do a general buying and selling business 
on a small scale during the winter months. This end of the business was 
pushed during the winter of 1927-28. Whereas the gross profits on pur
chases for the first year ending May 31, 1927, had been only $2163, on 
total purchases of $16,357, the total gross profit for the corresponding 
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year 1927-28 was '$7,367, on total purcha,ses of approximately '$47,000, 
an average gross profit for the two years of about 15 per cent. 

I t should be noted, however, that the actual gross profits on pur
chases Were much less than shown on the monthly statements, since 
it was discovered that a portion of the "commission" on sales of growers' 
produce (the difference between the "retail" selling price and the 
jobbing price level) was credited to purchases and sales. In addi
tion, the labor cost for regrading and handling this purchased produce 
was high, and since a greater proportion of purchases than of growers 
produce was "retailed", extra costs of selling and delivering were in
curred on most of it. Because of these practices it is undoubtedly true 
that the profit on purchases was very much less than shown on the 
books, and considering the extra expense involved, perhaps even a 
minus quantity. Yet regardless of the constituent elements of this 
bookkeeping account, the income so listed was undoubtedly the means of 
permitting the Company to continue operation during the winter, as indi
cated by Figure 1, which shows that for some months such "profits" 
represented over half the gross income. 
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Figure I.-Percentage of Total Income of the Growers' Com
pany Represented by Gross Profits on Purchases and Sales. 

Difficulties in "Retailing".-While the Growers' Company had been 
"retailing" (selling to retail stores) to some extent previously, it began 
to push this end of the business in the winter of 1927. The reasons for this 
were several: (1) it was believed that large profits are to be found in 
this end of the produce business; (2) the growers were complaining of 
prices received, and retailing apparently offered an opportunity to obtain 
better prices; (3) the location off the street had cut off much of the "re
tail" street business; (4) the management probably viewed it as a chance 
to reduce losses by retaining some of the anticipated profits to pay over-
head. ' 

An additional truck was purchased, salesmen on both salary and 
commission basis were put out, and telephone orders solicited. But a 
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number of difficulties almost immediately arose. These difficulties may 
be briefly classified as follows: 

(1) Inability to Obtain Desirable Trade.-According to the former 
manager, at no time was the Company able to "retail" more than 10 per 
cent of its volume, and a large proportion of this was made up of goods 
purchased on the Street for re-sale. (No permanent record was kept 
separating retail and jobbing sales.) The Company as operated had 
nothing in particular to offer retailers in either goods or services. As 
compared with some of the old established firms they did not have any 
better quality, variety or service. An important reason for this was the 
fact that the Company was not receiving the support of the market gard
eners. The market gardeners were numbered among the most disgruntled 
members, and the Company was forced to buy produce on the street in 
order to even partially meet the requirements of its trade. 

The Company was not financially equipped to stand the initial loss 
incident to building up a desirable new trade' by employing competent 
salesmen on a salary basis or to render service at a loss in order to buile 
new customers. Price inducements could 'not be offered without cuttind 
down on growers' returns, which were already low enough to causg 
much dissatisfaction. Thus, the bulk of the accounts acquired were 
"chronic kickers", small retailers who continually jump around from 
house to house in order to save a nickel, bad pay merchants, and some 
personal friends of the salesmen. Also, there are times when any house 
can make sales when it happens to be stocked with goods of which others 
are short, or which have been purchased at a figure permitting a slight 
price advantage to the retailer. 

(2) Losses From Bad Debts.-Bad accounts give produce mer
chants enough trouble under any circumstances, and naturally the class 
of trade obtained by the Company insured a heavy loss from this source. 
A statement as of May 6, 1929, showed $1118.28 of bad debts as having 
been charged off up to that time, but the actual loss is estimated to be 
much larger than that figure . 

(3) Extra Expenses and Income.-It is a practical impossibility 
to separate the various joint costs ' and determine the extra costs of 
"retailing". Detailed time cards would have to be kept by every employe 
including the manager, and the work of each is so varied, and the rush 
periods are so busy, that it was considered inadvisable to try this. 
The trucks are used for both wholesale and "retail" deliveries, and for 
other purposes. Extra grading and repacking is required, and is partici
pated in at odd moments by the entire labor force. Nor is it possible 
to compare prices received in "retail" and jobbing sales, due to differ
ences in quality and pack and lack of any st~nda'rds. Neverth,el~ss, ob-
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servation of a number of individual instances indicates that even aside 
from the losses from bad debts the business was conducted at a loss. 
Reference to Figure 2 will show that during the period in which retailing 
w~s pushed the variable expense was high relative to income, and did not 
experience the same seasonal decline as in the year previous. More 
satisfactory evidence is offered by the fact that expenses of the Com
pany were reduced by approximately 17.5 per cent when "retailing" was 
discontinued in 1929. 

The matter is further complicated by the method of entering the 
current jobbing sale prices instead of the actual "retail" prices on the 
so-called growers' "pool" sheets, in order to retain for the Company it
self the difference in price between the jobbing and "retail" price. 
This was done in lieu of the 25 cent package charge ordered by the di
rectors for all produce delivered to retail stores. Undoubtedly, the 
Company needed and deserved the difference, since it was in ail proba
bility losing on its "retail" operations even when retaining the extra 
amount; and the growers would almost certainly have objected to the 
package charge. 

Thus, the Company conducted its retail business with: (a) no 
knowledge of what it cost to operate this branch of the business; (b) 
no definite margin for retail sales above jobbing sales, the policy (a 
necessary one) being to get as much above street sales as possible; (c) 
a heavy loss from bad accounts, and probably through operating losses 
resulting from the extra expense of operation. The elimination of the 
"retail" business has since entirely changed these conditions. 

Figure 2.-Fixed and Variable Expense, Total Income and 
Profit or Loss of the Growers' Company, 1926-29. (As 
shown by the books of the operating part of the Com
pany, and not including the Clayton office). 

Losses in Operation.-During the entire period of the first three 
years of operation the Company was experiencing a steady loss, as shown 
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by Figures 2 and 3. During a very few months in the summer, when 
volume of growers' produce was heavy, a profi t was made. These mon ths, 
for the two years 1927 and 1928 combined, Were July, August, and 

1927 I~ 1929 

c::::J ACCOUNTS RCCEM:D 
_ flXW ASSr:TS 
~OTl1tR A~TS 
_CASH 

1927 19~ 1920 

~ CURRl':NT UAI3lUm 
_ NcT VORni 

Figure 3.-Assets and Liabilities of the Growers' Company, 
January 31, 1927, 1928, and 1929 (as shown by books of 
the operating part of the Company, and not including 
the Clayton office) . 

.J.AIY rEB ,1141; API; MAY .!(/ItE '/vi Y AlA SEPT t:X!r 1'10/1' iJcC 

Figure 4.-Seasonal Distribution of Expenses, Income, 
Profit, and Loss, the Growers' Company, 1927 and 
1928 Combined. 
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September, as shown by Figure 4. But these months of profit could not 
make up for the more numerous months of loss, and the Company 
continued to lose money. The summary of assets and liabilities shown in 
Figure 3 indicates the increase in accounts receivable, which included the 
bad accounts, during this period. But the net worth, as shown by the 
solid black section of the liabilities, does not represent the true condition 
of the Company, since it is largely offset by the bad accounts and by 
doubtful inventory items, such as boies and barrels. As a matter of 
fact, if the assets of the Company had been liquidated at the end of the 
fiscal year January 31, 1929, it is extremely doubtful if anything more 
than enough to payoff growers' accounts could have been realized. The 
management has been largely aware of this fact, and the board of 
directors must be given credit for stating that they would refuse to 
continue the business beyond the point where growers could be paid in 
full for their produce. Total stock subscriptions to that date were $15,400 
which would have been the approximate capital loss to members if the 
Company had been forced to suspend at that time. In the first few 
months of 1929 $3,250 additional stock was subscribed by members at 
the annual stockholders meeting, in order to permit the Company to 
continue operations. 

Elimination of Retail Sales.-In the spring of 1929 it was de
cided that the "retailing" end of the business was a losing proposition, 
and the Company under a new manager changed to a jobbing sales basis. 
Under these circumstances the stuff on the floor is much more promptly 
cleaned up, collections are faster, and the expenses have been appre
ciably reduced. Total expense in February was $1870.37 with income of 
$1143.27. With practically the same income in May the expense (al
lowing the same salary for manager) was only $1543.13, a reduction of 
approximately 17.5 per cent. The total amount of business done in May 
was approximately 50 per cent larger, but the increase was in growers' 
produce handled. These facts, as well as other details of the change 
brought about in the income and ·expense items of the Company, are 
shown in Table 1. 

Continuance of Losses.-Notwithstanding these developments, the 
Company continued to lose money, and it was obvious that additional 
steps would have to be taken if it Were to be placed on a paying basis. 
Efforts to improve· the situation took two principiI forms: first, the 
reduction oflabor expense, and second, direct mail publicity and growers 
meetings for the purpose of increasing the volume of growers patronage. 
These efforts were partially successful. 
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TABLE I.-OPERATING STATEMENTS OF THE GROWERS COMPANY, FEBRUARY AND 

MAY, 1929 

February 

Income: 

Expenses: 

Profi t on purchases $436.33 
Commissions on growers pro-

duce 619.69 
Storage income 85.00 
Interest income 2.25 

Total Income 

Manager's Salary 
Office Salary 
Salesmen's Salary 
Labor 
Office Expense 
Building Expense 
Truck Expense, 
Miscellaneous 

$478.10 
120.00 
199.53 
422.85 
88.63 

308.01 
109.15 
144.10 

Total Expenses 

Loss tor the month 

Total amount ot business 

$1143.27 

$1870.37 

727.10 

$7884.55 

May 

$274.47 

782.89 
55.00 
3.07 

$200.00 
120.00 

.407.65 
101. 76 
356 .90 

23.22 
133.60 

$1115.43 

$1343.13 

227.70 

$II,245.49 

CAUSES OF FINANCIAL DIFFICULTIES OF THE GROWERS 
COMPANY 

An analysis of the Company's books and operating problems indi
cates that its financial difficulties have been due to two principal factors: 
first, insufficient and unfavorable seasonal distribution of volume, and 
second, insufficient returns for services rendered. 

Insufficient Volume.-Volume of business is of importance as a 
factor affecting profits and losses more or less in direct proportion to 
the ratio between fixed and variable expense. That is, if fixed expenses 
are relatively high, profits will be affected by volume to a much greater 
extent than they would be if the fixed expenses were relatively low. 
Labor costs constitute the principal item of variable expense for the 
Growers' Company. Total labor costs represent 70.6 per cent of the 
total expense of the Company during the first three years of operation. 
But since important items of labor cost, such as manager's and book
keeper's salary, are within certain limits not affected by change in 
volume of business, the proportion of total costs represented by variable 
labor costs was approximately 38 per cent. The way in which labor costs 
vary with changes in volume of business is shown in Figure 5. 

Figure 4 shows that the Company's fixed expense is very heavy. In 
this chart, as well as in Figure 2, the fixed portion of labor expense has 
been included with other fixed expense. Figure 6 shows the various 
individual expense items by months, indicating the extent to which they 
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Figure 5.-Relation Between Labor Costs and Volume 
of Business, the Growers' Company 1927 and 1928. 
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fluctuate with increases or decreases in volume and the effect on profits 
and loss. These items are shown for the first three years of operation 
combined (including March 1929) in Table 2 and Figure 7. 

If the detailed expense items given in the table are carefully studied, 
it will be observed that a large proportion of them (shown by the solid 
black portion of Figure 4) will not change materially with changes in 
volume. 

TABLE 2.-0PERATING STATEMENT OF THE ST. LOUIS COUNTY GROWERS COOPERATIVE 
SALES COMPANY, MAY 21, 1926-MARCH 31, 1929 

Per Cent ot Total 
Income or Total 

Amount Totals Expense 

Income 
Profi t on Purchases 16,000.20 25.98 
Commission on Sales 43,164.33 70.11 
Storage or Subrent 1,357.05 2.20 
Other Income 775.23 1.25 

Total Income 61,564.26 100.0 

Expense 
Manager's Salary 13,671.60 20.31 
Office Salaries 7,861.69 11.68 
Wages-retular 18,162.07 26.98 
Extra La or 610.81 .907 
Salesman's Salaries 7,215.89 10.72 

Total Labor Cost 47,522.06 70.61 -

Rent 9,090.00 13.50 
Elevator Expense 171.61 .255 
Heat 254.63 .378 
Light 1,143.78 1.69 
Ice 119.45 .177 

Total Bldg. Expense 10,779.47 16.01 

Truck Expense 2,463.01 3.65 
Total Truck Expense 2,463.01 3.65 

Postage 357.54 .531 
Telephone and Telegraph 935.36 1.39 
Office Supplies 1,003.20 1.49 

Total Office Expense 2,286.10 3.39 

Advertising 780.04 1.16 
Insurance 540.55 .803 
Auditing 395.00 .586 

.Collecting and Bab Debts 223.75 .332 
Director's Fees 307.00 .456 
Boxes, etc. 331.00 .491 
Miscellaneous 1,667.73 2.47 

Total Misc. Expense 4,245.07 6.30 
Total Expense 67,295.71 100.00 

Loss tor Period 5,731.45 

, It is evident that a minimum volurne of business is necessary to per
mit the Company to "break even." Owing to the seasonal distribution of 
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Figure 7.-Income and Expense Items, the Growers' Com
pany, May 21, 1926-March 31, 1929. 

volume it is necessary to have a much greater volume than this during 
the summer months in order to pay the losses which are necessarily in
curred in the winter. 

It is difficult to estimate the exact volume necessary to prevent 
operating losses, since the amount will depend somewhat upon its sea
sonal distribution, and also upon such things as the proportion of the 
total volume represented by street purchases and growers' produce. This 
is well illustrated by the fact that during its first three years of operation 
(to January 31, 1929) the Company did an average monthly business of 
$15,785 and lost money, yet the "breaking point" between individual 
profit and loss months was approximately $16,000. This is due to the 
fact that the losses became disproportionately heavier as volume dropped 
below this point, and the number of mon ths of loss were greater than the 
number of months of profit. 

Another important factor is the type of business carried on. Less 
volume is required for the present jobbing business than for the "re_ 
tailing" business previously followed. It must also be remembered that 
the business is dynamic, always changing, and for these reasons it is 
difficult to even approximate a necessary volume. Yet it is very de
sirable to have some definite goal in view. Otherwise the management 
is forced to operate "in the dark." As closely as it can be figured for 
past conditions an average total monthly volume of about $18,000 was 
required to break even. This is demonstrated in Figure 8, 1Vhich shows 



COOPERATIVE MARKETI NG ON ST. L OlTIS M ARKET 17 

1 :~==I=--- --+- +---1 ---+---1-'----1 

~ 700 - - - --.-- - ~ - --- I--+--j 

// 
pi 3""OC0'4-_+---Ic--_t_----i7''''---t-______ -- - -- ----c-----

./ . . / 
---.. / 

~SlQogol_ ----:~/~~.+-+---I,.._-+-_-+--------- ----

§l ~< ---- --------- - - -- -- -------

, 1300 
~ 10 I~ --i~2?;---2(,--JO ----- J~--j5 ;Z ;6 

VOLUMt Of IOVSIN1:SS IN rroUSANlls Of DOLlAI!S 

Figure S.-Relation Between Profit and Loss and 
Volume of Business, by Months, 1927 and 1928. 

the relation between profit or loss and volume of business by months 
for the years 1927 and 1928. The estimated necessary volume is the 
point where the two lines cross. The position of the line may be ques
tioned, since it is greatly influenced by the single month at the ex
treme right, but it represents the best judgment of several statisticians. 
It should be also noted that in estimating this required volume no 
allowance has been m~de for intel'est on the investment, which is not of 
much importance in this case, since stockholders are after service rather 
than dividends. 

In the nine profit months for which individual records are avail
able an average profit of $416.33 was made on an average volume of 
$22,798.84, which indicates that the $18,000 estimate as if anything 
rather low. It should be noted in connection with this estimated figure 
that the losses from bad debts which were not charged off and other 
items previously noted are not included in the figure used. If they had 
been, it is quite probable that the required volume would have been 
nearer twenty thousand. Also it must be remembered that commissions 
during the period were by no means uniformly ten per cent (due to the 
retaining of difference between retail and jobbing price, etc.), which 
is still another factor limiting the accuracy of the estimate. 

This estimate is of great significance since the actual average volume 
was nearly $16,000, and it will be seen that while the Company lost 
heavily during the period, it would not have required a tremendous 
increase in volume to have avoided this loss. This is one of the most 
hopeful aspects or a study of the Company's operations. 
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Incomplete statements for the months following a change in manage
ment and the reduction of expense resulting from elimination of the re
tail business indicate that the required average monthly volume of 
business is now somewhere beteen $12,000 and $15,000, although the 
period of time covered is altogether insufficient for a satisfactory esti
mate. 

Reasons for Low Volume.-While it is obvious that low volume is 
largely to blame for the losses of the Company, the explanation of the 
factors responsible for this low volume is more complicated. It does 
not suffice to follow the common practice of simply asking, "Why don't 
the growers support their own Company?" When such support is lacking 
there must be some definite reasons for it. 

This lack of support is attributed by many members to personal 
clashes between growers and the active management. A large number of 
growers at stockholders' meetings stated positively that they would 
not haul to the Company as long as the old manager was retained. Yet 
some of these objectors did not resume selling through the Association 
when a new manager was employed early in ·1929. It is safe to say that· 
these personal clashes arose largely as a result of petty, often imag
inary grievances which in many cases were used merely as an excuse to 
cover up other reasons for withdrawing support. 

The real reason for the dissatisfaction expressed evidently was the 
belief that the price obtained by selling through the Association was 
not as high as could be obtained from private dealers. Such a charge 
was frequently made by haulers and denied by the management. It is a 
difficult matter upon which to obtain definite evidence, due to the tre
mendous variations in quality and methods of sale. Because it was 
believed to be important that the management have the actual facts on 
this point, so far as they could be disclosed, this Station made an in
tensive study of daily prices paid by individual dealers for a number 
of products during the season of 1927. The data were obtained direct 
from farmers, and comparisons were made by days, weeks, products, 
varieties, grades, and type of dealer. The data being of a confidential 
nature, and possibly subject to misinterpretations which might be un
fair to some of the business houses involved, will therefore not be pre
sented in this public report. It may be said, however, that the study 
disclosed the fact that for different products and at different times either 
the Growers' Company or private dealers might be returning higher 
prices to the producer, and that it is quite unfair to judge either on the 
basis of even a number of individual transactions, as is so frequently 
done. The study showed clearly why some patrons of the Growers' Com
pany have been dissatisfied over the results of indivi1ual transactions, 
and also that producers have in the past been equally unfair in judging 
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the returns from private dealers on the basis of individual transactions 
and margins. 

If the growers association is to maintain the volume of business 
requisite for success the growers must recognize that the Company can
not reasonably be expected to obtain higher or as high prices in all in
stances. Sources of complaint are bound to arise continually, as they do 
in transactions with private concerns. It might as well be recognized 
that it will be necessary occasionally to make some sacrifice for the sake of 
attaining the final objectives. But unless these final goals are well outlined 
in the growers' minds they will be unwilling to make the occasional neces
sary sacrifices in order to attain them, and this has undoubtedly been a 
principal weakness of the Company's membership relations in the past. 
One of the leading objectives of this study has been to discover the real 
benefits which may in the end be reached through the cooperative 
organization, so that some definite goal may be established. The facts 
disclosed regarding price relationships only establish more firmly the 
belief that this goal is not to be found in the paying of materially higher 
prices than private competitors. 

Another reason for low volume during 1927 and 1928 was the limi
tations of the Company's sales outlets. Growers will not bring in their 
produce unless they feel assured of a ready market, particularly since 
each lot is sold and remitted for separately. The "retail" business was 
depended upon to furnish this outlet, and frequently it did not. One 
advantage of the jobbing business now carried on is that the floor is 
practically cleaned up every day. 

Insufficient Returns For Services Rendered.-The second reason 
for the failure' to operate at a profit is the fact that charges we;re fre
quently insufficient to cover the costs of services rendered. It has 
already been explained that the extra costs of "retailing" were not taken 
care of by any definite system. This was true in two respects: (1) There 
was no definite margin above jobbing price. The policy was to "get what 
you can", whether or not the difference was sufficient to pay for the extra 
costs involved. (2) There was no definite system for charging growers 
an extra commission when their produce was sold and delivered to re
tailers. The board of directors later established a 25 cent package 
charge on goods delivered to retailers, but this was not followed during 
the greater part of the time "retailing" was carried on. If it was believed 
the grower whose produce was sold to retailers would not object, he 
would be credited only with the current jobbing price, the difference go
ing to make up for the extra cost of retailing, but this was not a uniform 
policy. For example, if a grower brought in ten boxes of sweets, three of 
them might be sold to retailers at $2.00 and the other seven to whole-
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salers at $1.75, in which case the grower would be credited with $1.75 per 
box for all ten boxes. There are no records to show whether or not the 
income from this source was greater than would have resulted from a 
straight package charge. Certainly the latter would have caused dis
satisfaction among growers if the "retail" price was not sufficiently 
greater than the jobbing price, whereas the grower generally knew 
nothing about the deduction when made in the other way. 

Straight Commission Unsatisfactory.-The straight 10 per cent 
commission charged was and still is, in a large proportion of the individual 
packages handled, inadequate to cover costs of handling, even on a 
strictly jobbing basis. For example, on a box of produce selling for 55 
cents the commission would be 5.5 cents, for which the Company must 
unload, record, display, possibly regrade and pack, and sell the package. 
Separate account is kept of each lot. Obviously, this cannot be done for 
anything like 5.5 cents. A large proportion of the packages sell for 
relatively small sums, as will be seen from a study of the commodity 
price charts which follow. 

In o~der to avoid this difficulty the directors established a minimum 
package charge of 5 cents (as well as a maximum charge of 25 cents), 
which has been in effect for some time. That this arbitrary amount did 
not cover the actual expense is indicated by the way in which the Com
pany has lost money, as well as by the data contained in Table 3. The 
number of packages handled by months for the year 1926-27 was calcu
lated from the Company's records of individual sales transactions, which 
were obtained for other purposes. A common denominator Was used 

TABLE 3.-ExPENSE PER PACKAGE HANDLED, GROWERS COMPANY, ·AUGUST 1926 TO 
JULY 1927, INCLUSIVE 

Numberot Total Expense Cost Per Package 
Month Packages (Dollars) (Dollars) 

1926 
August 32,734 2,250.09 .0687 
September 27,109 1,751.92 .0646 
October 17,724 2,103.40 .1186 
November 10,425 

3,718.10 .244 
December 4,759 

1927 
January 7,023 1,047.87 .149 
February 5,114 1,560.56 .305 
March 9,402 1,521.58 .161 
April 11,017 1,678.93 .152 
May 8,962 1,968.59 .219 
June 10,495 2,080.25 .198 
July 19,573 2,599.04 .132 

Year 164,335 Ave. cost per pkg. .1355 
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to resolve the transactions into equivalent units. The average cost per 
package was 13.55 cents. This does not necessarily indicate that the 
minim¥m package charge now in effect should be increaased at this 
time, because expense per package is undoubtedly less on the jobbing 
basis now in effect. It would be advisable, however, if the Company 
again starts retailing, to make a thorough analysis of package costs under 
the new situation. 

In fact, were it not for the difficulty of calculating a fair charge for 
so many individual commodities and packages, and the attitude of 
growers, the replacing of the commission basis by a straight package 
charge would be much preferable. The former is unfair to the grower 
as well as the Company. It costs little more to handle a package selling 
for a higher price than one selling for a low price. Under certain price 
circumstances it would be impossible to avoid an operating loss on the 
commission basis, regardless of volume of business. A low package charge 
also encourages the bringing in of produce not fit for sale, which has a 
depressing effect on the better quality stuff. The Cleveland Growers' 
Company, the only other known successful organization of this type in 
existence, according to report was forced to abandon the straight com
mission charge. 

While these points are beyond dispute, there is at least one great 
obstacle to a workable system of package charges, namely, trade usage. 
Private dealers, basing their calculations on their operations as a whole, 
are willing to lose money on one package and make it up on another 
(which the cooperative cannot do). The grower, not realizing this, will 
compare prices on the low price packages, and if the package charge is 
adequate, will find a considerable percentage difference in the price 
received. For example, the dealer may pay 35 cents for a package he 
sells for 40 cents, and make up the difference by paying $1.65 for a 
package which he sells for $1.90. This would give him an average 
profit of 15 cents per package. Assuming the same selling prices the 
cooperative, under present arrangements, would receive 5 cents (mini
mum on first package) plus 19 cents on second, an average charge of 
only 12 cents. But if a straight package charge of 15 cents was made 
by the Company the price received by the grower for the low priced 
package would be 25 cents, or a dime under the private dealer's offer, 
about 28 per cent less, and a howl would echo through the str~et and 
at the next annual meeting. "A dime under" or a given percentage 
difference look just the same to a grower regardless of the price of the 
package. Hence, the management believes it expedient to lose money on 
the lower ~riced packages rather than suffer the complaints and loss of 
business which would almost surely result from a fair system of package 
charges. 
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THE FUTURE OF THE GROWERS COMPANY 

Present Status of the Company.-At the time this is written the 
status of the Company may be summarized as follows: 

(1) It is just another commission house on produce row, operating 
at a disadvantage compared to many private firms, and benefiting pro
ducers in three ways: first, through its possible effect on the general 
level of prices; second, furnishing a haven for growers with grievances, 
or those who sell only a part of their produce on the wholesale market, 
or those whose stuff is so poor in quality it cannot be satisfactorily 
sold elsewhere; and third, saving considerable time and trouble for its 
members by eliminating the necessity for standing or running around 
dickering with buyers and waiting to unload. 

(2) The change in management and methods has given renewed 
hope to the Company's supporters, but the Company's financial con
dition is not yet satisfactory. Expenses have been pared to the bone. 
Apparently the new management has been able to accumulate a sufficient 
reserve during the summer months of profit in 1929 to carry the Company 
through the winter. But what then? Growers should take the steps 
necessary to see that the Company is not forced to lead a hand to mouth 
existence from year to year, with the possibility of being finally forced 
to the wall by some combination of untoward circumstances or a gradual 
slackening of interest on the part of growers. Such is commonly the 
history of cooperative concerns similarly situated. It is not a pleasant 
prospect, but must be squarely faced. 

Definite Policies Needed.-The research conducted by this Station 
indicates that there is a real need for the services of a cooperative 
marketing organization on the St. Louis market. This does not neces
sariiy mean that the present organization will fully fill that need. If it is 
to do so, and also to be puton its financial feet, it will be necessary for 
growers and management to: first, set up some definite objectives, and 
second, make definite plans to attain those ends. The lack of such definite 
objectives and policies has been one of the most important factors 
responsible for the absence of material progress to date. 

What Experience Indicates Are False Objectives.-The attitude 
of farmers composing cooperative organizations is an extremely im
portant although intangible factor affecting success or failure. It was 
quite evident in this case that the growers' conception. of the need for 
the Company and of its functions was based mainly on the belief th,at 
private dealers are perfidious "robbers" making enormous margins and ' 
profits. _ 

I t is not difficult to understand how this impression has been ob
tained. In addition to their hapit of'judging margins and profits on 
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individual transactions, growers see everywhere evidences of wealth 
among the dealers who buy their produce. They confuse profit on the 
investment with profit per dollar of sales. For example, a dealer with a 
capital investment of $15,000 doing a business of $300,000 per year, may 
make $6,000 profi t above salaries for active officials. I t would not take 
long for such an annual profit if wisely invested to grow into a comfor
table fortune. The profit on the investment is 40 per cent, a large figure. 
But when applied to the annual volume of business it is only 2 per cent. 
While this is only a hypothetical case, there are additional facts which 
substantiate the observations of unbiased market specialists that profits 
per dollar of sales in the produce business are relatively small. 

The actual costs, profits and margins of wholesalers in the produce 
trade was the subject of a special study by the New York State College 
of Agriculture and the Bureau of Agricultural Economics. s The records 
of 26 firms in the New York Metropolitan District for the year 1924 
were analyzed, with the results summarized in Tables 4 and 5. There is 

TABLE 4.-PER CENT OF TOTAL SALES AND OF GROSS MARGIN REPRESENTED BY 
VARIOUS COST hEMS AND NET PROFIT, BASED ON ~;34,802,310 TOTAL 

SALES BY 26 WHOLESALE PRODUCE FIRMS IN NEW YORK, 
1924* 

Item of Cost 
Net Profit _______________________________ _ 

Wages of Employees __________ ~------------
Salaries of Proprietors _____________________ _ 
Commission & Brokerage __________________ _ 
Bad Debts _______________________________ _ 
Bags, barrels, crates, stencils, etc. ___ ____ ____ _ Rent ____________________________________ _ 
Traveling Expenses- ______________________ _ 
Telephone & Telegraph ____________________ _ 
Interest on InvestmenL ___________________ _ 
Miscellaneous Expense ____________________ _ 
Depreciation of Repairs ___________________ _ 
Office Supplies~ _________ _________________ _ 
Advertising _____________ ' _________________ _ 
Insurance ___________ _____________________ _ 
Taxes _____________________________ ~---- --

Interest on borrowed money _______________ _ 
Heat, Light, and 'Power ___________________ _ 
Legal Fees, Audits, etc. ___________________ _ 
Auto Expense ____________________________ _ 
Collection Service ________________________ _ 
Donations, etc. ___________________________ _ 
Market News Service __________ ___________ ~ 

~r:~cR.\°a~gi~~= === = = == = == === === = ===== == = == 

Per Cent ot 
Total Sales 

.20 
3.45 

.99 

.91 

.619 

.436 

.38 

.37 

.336 

.307 

.234 

.169 

.133 

.079 

.078 

.047 

.046 

.0337 

.0328 

.0322 

.0226 

.0154 

.0106 

.0088 
8.961 

Per Cent of 
Gross Margin 

2.29 
38.59 
11.05 
10.16 
6.91 
4.87 
4.25 
4.14 
3.75 
3.43 
2.61 
1. 89 
1.49 

.89 

.88 

.53 

.52 

.38 

.37 

.36 

.25 

. 17 

.12 

.10 
100 .00 

*Data from study by New York State College of Agriculture and Federal Bureau of Agricultural 
Economics. 

5. Reported in ','Farm Economics" Cornell University, June, 1927, pp. 706, by M. P. Ra.muaaen. 
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TABLE 5.-GROSS MARGINS AND NET PROFITS As PERCENTAGES OF SALES IN VARIOUS 
LINES OF WHOLESALE BUSINESS 

Gross Mar- Net Profit 
Trpe ot Business Number gin taken taken 

ot firms Year (per cent) (per cent) 

Wholesale groceries* _______ _______ 501 1923 11.3 0.7 
Wholesale dry goods** ____________ 71 1923 17.6 1.0 
"\iIlholesale automotive equipment*** 151 1924 24.8 1.3 
Wholesale drugs**** ______________ 129 1924 17.1 1.3 
Wholesale Fruits and Vegetables 

***** (Pittsburgh) ____________ 15 1924 8.8 0.4 
'Wholesale Fruits and Vegetables -****** (New York) ____________ 26 1924 8 .. 9 0.2 
"~verage------------------------- 14.8 0.81 

*Operating Expenses in the Wholesale Grocery Business in 1923. Bureau of Business Research, 
Harvard University, Bulletin No. 40, page 11, May, 1924. 

**Operating Expenses in the Wholesale Dry Goods Business in the South in 1923. Bureau of Busi
ness Research, Harvard University, Bulletin 45, page 13, August, 1924. 

***Operating .Expenses in the Wholesale Automobile Equipment Business in 1924. Bureau of 
Business Research, Harvard University, Bulletin 51, page 19, June. 1925. 

****Operating Expenses in the Wholesale Drug Business in 1924. Bureau of Business Research, 
Harvard University, Bulletin 50, page 22, June, 1925. 

**-Farm Economics 39, November 1926, page 553. 
******Study of New Yo rk produce trade, 1924. 

no reason to believe the situation is radically different in St. Louis. 
And it may be assumed that profits in the wholesale produce business 
are no larger at the present time than in 1924, since the inroads of the 
chain stores are even endangering the very existence of many private 
firms. 

This example and these tables illustrate two important points: 
(1) The necessity for efficient management and favorable conditions if 
a cooperative produce house is to be financially successful. One, or 
two, or even four per cent does not allow much leeway for mistakes; 
(2) the fact that even the most successful cooperative house cannot 
hope to benefit growers to an appreciable extent if it must depend for 
such benefit merely on the elimination of the private dealer's margin 
of profit. 

The financial experience of the Growers' Company and the addi
tional evidence furnished by the cost studies cited should be ample proof 
of the fact that material reductions in marketing margins or profits in 
the wholesale produce trade do not offer a very sensible objectivejor a cooper
ative commission hQuse. 

As will be demonstrated, a marketing association seems to offer 
many important potential benefits, and has some very definite worth
while functions to perform. Before anything can or will be done along 
these lines, it will be necessary jor the J!.rowers to rid themselves oj the ideas 
outlined abot'e and devote themselves to the Company's legitimate 
objectives and the methods which are necessary to attain them. 
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OPPORTUNITIES FOR MARKET IMPROVEMENT BY A 
COOPERATIVE COMMISSION FIRM 

A study of fruit and vegetable prices on the St. Louis and other 
markets gives some indication of the opportunities for improving market 
conditions which await a securely established and well managed produce 
commission firm. 

The prices used in this study were obtained from three sources: 
(1) The books of the Growers' Company, for the period August, 1926 to 
July, 1927, inclusive, covering over 12,000 individual transactions. 
(2) The daily market reports for St. Louis and other cities issued by 
the Division of Fruits and Vegetables, Bureau of Agricultural Economics. 
These reports contain very little data on home-grown produce, but were 
found useful in comparing prices on different markets. (3) A local 
daily market reporting service, which contains fairly complete reports 
on home-grown as well as shipped-in produce. No satisfactory private 
reports of a similar nature covering other markets were available. It 
is possible that the home-grown prices obtained from these sources are 
slightly or in some cases very much under actual sales, due, it is claimed, 
to the tendency of private dealers to underquote prices to the reporter. 
Allowances may be made for this by the reader in interpreting the price 
comparisons, which are offered without any warranty as to the accuracy 
of the data on which they are based. 

In the following section a large number of charts a~d tables have 
been used, most of which will not be discussed in detail. Data on any 
single commodity is not sufficient evidence in itself, and the multi
plicity of products handled on the produce market make necessary the' 
presentation of a somewhat cumbersome quantity of material, the details 
of which are of interest only to producers of particular commodities, 
and to the management in connection with specific problems such as 
shipping to other markets. ' 

It should also be noted that it is not intended to designate reasons 
for the individual short-time fluctuations in price, but rather, to show 
merely what conditions exist, and their relation to the operating policies 
of a cooperative commission house. 

Relatively Low Prices for Home-Grown Produce.-A comparison 
of prices for home-grown and shipped-in fruits and vegetables on the St. 
Louis market shows that the home-grown produce sells at a big dis
advantage. Frequently the home-grown stuff sells for less than half the 
price received for that from other sections. This is true of practically all 
commodities, and during practically the entire season, as shown by 
Figures 9 and 10, and Table 6. 
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TABLE 6.-COMPARISON OF HOME-GROWN VS. SHIPPED-IN PRICES OF PRODUCE ON 

THE ST. LOUIS AND CHICAGO MARKETS 

Days 
Both 
Were 
Re-

ported 

Bee ts __________________ 135 
Cabbage ___________ _ --- 122 
Carrots __ ~ _____________ 189 
Cauliflower _____________ 15 
Cucumbers ----------- 10 Green Peas _____________ 7 
Green Peppers __________ 
Onions _________________ 95 
Potatoes _______________ 309 Spinach __ ______________ 
String Beans ____________ 47 
Tomatoes- _____________ 
Sweet Potatoes _______ ___ 309 
Weighted Average* ______ 1228 
Simple Average _________ 123 . 8 
Comparative Average** __ 86.3 

*Weighed by days. 

.5 Ho~e-gro.wn Xl 00 t 
/ ShIpped-In ) 

St. Louis 

Aver-
age De-
viation 

Aver- of the 
age Per Per-

Days 
Both 
Were 
Re-

Cent centage ported 

18.4 48.4 29. 
54.0 21.7 26 
43.4 45.1 59 
69.0 22.5 3 

121.4 39.4 36 
72.1 38.1 

48.7 19.8 
77.7 15.1 

14 
102.2 23.4 33 

23 
73.5 12.2 
54.79 35.4 223 
68.04 28.57 27.8 
68.1 33.4 31 

Chicago 

Aver-
age Per 

Cent 

58.1 
93.3 
65 . 6 
66.1 

112.4 

105.2 
89 

113.6 

86.3 
87.9 
80.7 

**SimpIe average of commodities for which quotations were available for bot,h cities. 
*Weighed by days. 

Aver-
age De-
viation 
o! the 
Per-

centage 

21.6 
6.0 

14.5 
38 . 8 
15.9 

17.9 
14.1 
18.9 

16.11 
18.4 
18.4 

**SimpJe average of commodities for which both home grown and shipped-in quotations were 
available. 
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Figure 9.-Per Cent Which the Home-Grown Price is of the shipped-in Price, by Commodities, St. Louis Market, 1928. 
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Home-grown produce is also lower in price than shipped-in stuff on 
the Chicago market, yet not to the same extent as in St. Louis, as shown 
by Tables 6 and 7, and Figures 11, 12, and 13. 

TABLE 'i.-PER CENT ~'HICH THE CHICAGO PRICE Is OF THE ST. LOUIS PRICE, FOR 
HOME-GROWN AND SHIPPED-IN PRODUCE, 1928 

Chicago 
St. Loui/ 100 

Home Grown Shipped In 

Aver- Aver-
Days age De- D ays age De-
Both viation Both viation 
Were Aver- ot the Were Aver- ot the 
Re- age Per Per- Re- age Per Per-

ported Cent centage ported Cent centage 

Beets ______________ - - -- 19 169 .3 18.0 10 112.1 8.3 
Cabbage _______________ 58 175.3 25.2 97 136.1 40.7 
Carrots ___ ______ ___ - - __ 50 115.9 19.8 48 110.8 15.2 
Cauliflower __ ___ ________ 79 105.6 10.1 
Cucumbers _____________ 7 92 . 1 20 .6 58 105.3 24.0 
Eggplant ____ __ _______ -_ 12 78.3 14.9 
Green Peppers- _________ 44 129.5 26.0 
Green Peas _____________ 32 98.5 14.3 
Onions ____________ - - ___ 129 104.7 9.2 
Potatoes _______________ 133 108.1 18.2 
Spinach __ __ ____ ____ ____ 10 110.7 8.8 
String Beans ____________ 29 128.6 47 .9 71 159.6 38 .3 
Tomatoes __________ __ __ 19 179.8 35.2 39 90.6 26.2 
Sweet Potatoes __________ 96 114.1 11.0 
Weighted Average* - _____ 182 119.5 27.4 858 114.9 11.82 
Simple Average _________ 30.3 143 . 5 27.7 61.2 111.7 18.9 
Comparative Average** __ 30.3 143.5 27.7 53.8 119.1 25.4 

*Weighted by days. 
**SirnpJe average of commodities for which both home grown and shipped~i n quotat ions were 

available. 

TABLE S.-PER CENT OF DAYS FOR WHICH QUOTATIONS FOR BOTH HOME GltOWN 
AND SHIPPED IN WERE AVAILABLE, THAT HOME GROWN CABBAGE WAS 

HIGHER AND LOWER IN PRICE THAN SHIPPED IN, JUNE 20 TO 
NOVEMBER 26, 1927* 

CITY 

Baltimore _______ _ 
Chicago _________ _ 
Cincinnati _______ _ 
Pittsburgh ______ _ 
St. Louis ________ _ 

Home Grown Higher In Price 

40.7 
28.6 
26.7 
75.8 
0.0 

Home Grown Lower In Price 

59.3 
71.4 
73.3 
24.2 

100.0 

*Data from daily market reports of Division of Fruits and Vegetables, Bureau of Agricultural 
Economics. 
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by Commodities, Chicago Market, 1928. 

TABLE 9.-'--AvERAGE PRICES AND PER CENT WHICH HOME GROWN PRICE Is OF 
SHIPPED IN PRICE, CABBAGE, JUNE 20 TO NOVEMBER 26, 1927 (FOR DAYS 

FOR WHICH QUOTATIONS WERE AVAILABLE FOR BOTH)* 

Average Price Per Cent Home 
Cities Grown Is ot 

Home Grown Shipped In Shipped In 

Baltimore __________ .357 .398 89.7 
Chicago ____ _______ 1.73 1.81 95.6 
CincinnatL ________ .92 1.03 89.3 
Pittsburgh _________ .64 .60 106 .7 
St. Louis- _________ .359 .706 50.8 

*Data from daily market reports of Division of Fru its and Vegetable s, Bureau of Agricultu ra 
Economics. 

Satisfactory data for comparisons with other markets was unavail
able, except for cabbage during the period June 20 to November 26, 1927 
(Government reports). Table 8 shows that while home-grown cabbage 
was uniformly lower in price than shipped-in on the St. Louis market, in 
Pittsburgh it was higher in price on 75 per cent of the days for which 
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Figure 12.-Acttlal Per Cwt. Prices of Home-Grown and Shipped-in Produce on the 
Chicago Market, by Commodities 1928. 

quotations on both were available, and in other cities from a quarter to 
nearly half of the time. The absolute prices shown in Table 9 mean 
nothing as between cities, due to differing methods of quoting prices, 
and the fact that they have not, as in the St. Louis and Chicago com
parisons, been reduced to a common denominator. But the last column 
showing the per cent which the home-grown price is of the shipped-in 
price in each city, again finds St. Louis at the bottom of the list. 

There are two principal reasons why home-grown produce is at a 
disadvantage as compared with shipped-in stuff on the St. Louis market. 
The first is inferior quality. No statistical investigation is required to 
demonstrate the comparatively poor quality, grade and pack of the 
home-grown products. It stands out like a sore thumb to even the in
experienced observer on the market. Everyone from wholesaler to 
housewife can see this for themsevles, and they are all willing to pay 
more for the superior shipped-in article. 

There can be no sound reason why the home-grown produce placed 
on the St. Louis market cannot be put up in just as acceptable form as the 



r;; 

" 
'" ,. 
'" 
" 

20 

COOPERATIVE MARKETING ON ST. LOUIS MARKET 33 

C~,I-I-il 
'QI'-~t-l--++-+-+-1 

L!'JJ /II ..... 

10MATOf.3 

" 1"" "I-+-l+l-l--J-J>-l--l-+-+-+++-I~",-+-+-++-+-~-+-+-+-l-fJ-l-"II--I+-l-- "'''-'--'--'-'~I- '' " ",. ~ ~ !~"" 

~, :'~~++++++++++"~i'++-l-~++~~-+~~-l-~ ~~tBj1ftt±ts~1tS 
~"~+++++4++.+- .. ~ 

~~-+-~~+-+~-+-+-f-I-~~~~ ~~f'II~'14~+~"'~ .. HI-+-H 

I. 

CABe.oc.r.' 

Figure 13.-Per Cent Which the Chicago Home-Grown Price is of the St. Louis 
Home-Grown Price, by Commodities, 1928. 

shipped-in products. Of course, distance from markets prevents a lot 
of poor quality stuff being shipped-in which reaches the market from 
nearby growers. But this has been partially taken care of in the price 
comparisons, which are based in most cases on top prices. The only 
apparent reasons for the difference in quality are: first, distant shippers 
are better organized for marketing, and second, very poor quality stuff 
is rejected before it even reaches the market because of prohibitive 
handling and transportation costs. An effective program of cooperative 
produce marketing in St. Louis must, above all things, provide ways and 
means of overcoming this quality handicap. 

Possibly a second reason for relatively low home-grown prices is 
that private dealers, including retailers, discriminate unduly against 
home-grown produce, even after allowances" are made for quality differ
ences. While this must always remain a matter of opinion, if true it is an 
additional indication that effective merchandising methods by a coop
erative commission company would be resultful. 

The additional question remains, Why is the price disadvantage of 
home-grown produce so much more marked in St. Louis than on other 

. markets? One possible explanation is that the quality of home-grown 
products sold in St. Louis is poorer relative to the shipped-in than in 
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most large cities. Market news reporters se~m to hold such a view. An 
additional important reason is the greater local production at St. Louis. 
In cities where home-grown products are relatively scarce there is gener
ally a sufficient consumer preference for this type to raise prices. Also, 
in the latter cities the fewer market gardeners are frequently more 
specialized and take greater pains with their grading and packing. 

St. Louis a Low Priced Market.-Not only is home-grown produce 
low in price relative to shipped-in products on the St. Louis market; 
the general level of produce prices seem to be low as compared with 
other markets. St. Louis has a reputation among produce men as a 1m\' 
quality, low price market in general. The quality of shipped-in stuff 
is, like the home-grown products, relatively poor, although probably 
not to the same extent. The reason for this is the position of St. Louis as a 
diversion point, previously described. This also tends to keep the market 
over-supplied, which, coupled with the frequent gluts of home-grown 
commodities, constitutes another important reason why St. Louis is a 
low priced market. 

Table 7 shows that the Chicago price for commodities of which com
parisons were possible was 43.5 per cent higher for shipped-in products 
Even allowing for discrepancies in the original data, the difference is 
so marked that it affords impressive support to the opinion of market 
observers. Figure 13, previously cited, also shows this, and additional 
evidence is available in Figure 14, which gives the per cent which the 
Chicago shipped-in price is of the corresponding St. Louis price. 

Table 10, based on the comparison of cabbage prices in 1927 pre
viously referred to, shows the per cent of the total number of days for 
which quotations were available that each of the five cities included 
ranked in price from first to fifth, for both home-grown and shipped-in 
cabbage. The last column is based on arbitrary weights of 5, 4, 3, 2, 
and 1, respectively, for 1st, 2nd, 3rd, 4th, and 5th rank. St. Louis 
had the lowest weighted rank for home-grown prices, but Baltimore and 
and Cincinnati both ranked lower than St. Louis in the case of shipped-in 
cabbage. 

If St. Louis is lower in price than other markets, including nearby 
Chicago, the question arises, What can be done about it? An effectively 
organized and well managed cooperative commission house could do 
a great deal, but control of a substantial part of the home-grown pro
duce sold on the St. Louis market would be necessary. This will be dis
cussed in another connection. 

Over-production, Market Gluts and Price Variations.-"Over-pro
duction" and "market gluts" are two much abused terms. For purposes 
of this discussion, over-production is considered to mean a production in 
excess of that which can be sold for a generally satisfactory price, 
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Figure 14.-Per Cent Which the Price of Shipped-in Products on the Chicago 
Market is of the Shipped-in Price on the St. Louis Market, 1928. 

and a market glut a temporary condition in which receipts of produce are 
ueater than the market can absorb at satisfactory prices. 

Using the terms in this sense, it may safely be said that there is 
80th a general and seasonal overproduction of home-grown truck crops 



TABLE IO.-PER CENT OF DAYS FOR WHICH QUOTATIONS ARE AVAILABLE THAT HOME GROWN AND SHIPPED IN CABBAGE RANKED IN 
PRICE FROM FIRST TO FIFTH, FIVE CITIES, JUNE 20 TO NOVEMBER 26, 1927 

I 

FIRST SECOND THIRD FOURTH FIFTH WEIGHTED** 
CITY 

Horne Shipped Home Shipped Home Shipped Horne Shipped Horne Shipped Home Shipped 
Grown In Grown In Grown In Grown In Grown In Grown In 

Baltirnore _________ 0.0 5.6 0.0 50.6 26.5 39.3 32.4 4.5 41.2 * 185.5 357.3 - - --chicago __________ 17.6 100.0 5.9 0.0 47.1 0.0 26.5 0.0 2.9 - - -- 305.9 500.0 
CincinnatL _______ 55.9 33.3 32.4 60.0 ll.8 6.7 0.0 0.0 0.0 - --- 444.5 426.5 
Pittsburgh ________ 26.5 69.8 64.7 27.1 8.8 3.1 0.0 0.0 0.0 - - -- 417.7 466.7 
St. Louis _________ 0.0 61.8 0.0 35.3 5.9 2.9 41.2 0.0 52.9 ---- 153.0 458.9 

-

*Quotations were not available for all cities on each day, and on no day for all five, hence no cities ranked fifth on shipped-in cabbage. 
**Respective percentages for each rank multiplied by weights of 5, 4, 3, 2 and 1 for, respectively, ranks 1, 2, 3, 4 and 5. 
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in the St. Louis area which frequently manifests itself during the peak 
season in market gluts and low prices. Evidences of this are found in 
the frequent trips to the dump by dealers with unsalable produce, and 
in the sharp breaks in price which occur frequently throughout the 
season, as shown in Figures 10 and 12. 

The fluctuations in prices received by anyone company handling 
produce are even more extreme than the daily market quotations indi
cate, as shown in Figure 15, which is based on prices received by the 
Growers' Company in 1926 and 1927. (This is additionally significant 
with respect to management policies such as pooling, mentioned later.) 
Table 12, also based on the Company's records, shows the large fluc
tuations in the price of tomatoes during the season, the average per
centage deviation being 47 per cent. 

TABLE 11.-VARIATIONS IN PRICE OF TOMATOES DURING THE SEASON (JULY 7-
NOVEMBER 12), AND THE AVERAGE FLUCTUATION IN PRICE DURING 

THE DAY, GRoWERS' COMPANY 

Fluctuations in Fluctuations in 
Daily Prices Price During the Per Cent of Dail y 

During the Season Day** Averages*** 

Average ___________ $1.21 $.56 

I 

40% 
Average Deviation __ $ .57 $.39 5.2% 
Average Deviation* 

inPerCent _______ 1 47% 70% 13% 

*Average deviation divided by the average. 
**Deviation of individual transactions from the average for the day . 

. ***Per cent which the deviation of individual transactions is of the daily average. 

These violent fluctuations in the price of home-grown produce in 
St. Louis, as has been noted, are partly due to a local production of some 
commodities too great for market requirements. This always leaves the 
market in a "jumpy" condition, and any bad weather or other unfavor-

. able circumstances (as with strawberries or tomatoes) has an immediate 
bad effect which is much more pronounced than it would be with a 
balanced production. Also, the effect of seasonal peaks in production 
is maximized. 

Another reason for these situations, in addition to general and 
seasonal overproduction, is uneven marketings. While the time of mar
keting is influenced largely by growing conditions, there is an appre
ciable leeway, particularly for some products such as sweet potatoes. 
Thus, the market may be short of some commodity one day, and over 
supplied the next. This undoubtedly results in a lower average prive over 
a period. This lack of system in supplying the market is a prominent 
weakness of the unorganized private market system. 

In addition to giving some indication of the character of the St. 
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Louis market, and throwing light on the possibilities of stabilizing 
market conditions and prices through effective cooperative action, 
these extreme price fluctuations are significant from several stand
points. 

They show particularly the hazards of the produce business, and 
why it is that dealers must make big margins on some transactions in 
order to make up for the inevitable losses resulting from uneven prices. 
Lack of understanding of this point, as shown elsewhere, has played an 
important part in determining the choice of a plan of cooperative or
ganization. 

They also give some indication of the difficulties which would be 
encountered by a cooperative operating on a straight purchase and sale 
basis. At the same time, they show how dissatisfaction may arise under 
a commission plan, either with or without pooling. If products are 
not pooled, returns to producers may vary to such an extent that those 
receiving the lower prices will suspect favoritism. If pooling is prac
ticed, growers hearing of sales at higher prices may become ~uspicious. 

Home-grown and Shipped-in Receipts.-These conditions with re
spect to home-grown produce are intensified by seasonal changes in the 
receipts of shipped-in products. The latter do not, as might be ex
pected, merely supplement receipts of home-grown products. A good 
part of the time they compete directly with each other. In the case of 
some commodities the market depends largely on home-grown receipts 
during the local season, while for others the home-grown receipts are 
only a small factor. This varies, of course, during the season. 

In order to find the rela.tive importance of home-grown and shipped
in receipts for the various commodities handled, it was found necessary 
to base the estimate of home-grown receipts on the detailed records of 
the Growers' Company for 1926-27, since not even an attempt at any 
such estimate is made by either the government or private market news 
services, and it would require the services of many field men during 
an entire season to record actual receipts. It is believed that these 
records are fairly representative of the market, so far as the relation 
between commodities and seasons is concerned, although, of course, 
the absolute figures themselves mean nothing. Using the Company 
records as representing the situation for the market as a whole, and 
reducing the various packages to a common denominator, the bushel 
box, an estimate W<lS made of the number of packages of each. of 12 
commodities handled by the Growers' Company, by months. Carload 
receipts as reported by the government were used to represent receipts 
of shipped-in produce~ Comparisons were made only on commodities 
for which the packages were comparable: The results are given in 
Figures "16 and 17. 
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Figure 16.-Number of Bushel Packages of Home
Grown Produce Handled by the Growers' Company 
Per Carload of Shipped-in Produce, August 1926-
July 1927. 

These data show that on a relative basis locally produced spinach, 
peppers and sweet potatoes dominate the St. Louis market for the year 
as a whole, and that during their respective local seasons tomatoes, 
cucumbers, onions, green beans and carrots, were largely home-grown. 
Lettuce, potatoes, apples, celery, and some other products are domi
nated by shipments from other producing sections. 

It may be assumed that producers are now growing the commodities 
which they believe will bring greatest total net returns. While this 
might be true for an unorganized market, there is always a possibility 
of a well established cooperative association occupying a dominant 
position on the market influencing production quantitatively so as to 
bring better pricd. A net gain might result, for example, by reducing 
production of a commodity dominated by the home-grown receipts and 
turning it to some other line on the price of which increased local pro
duction would be expected to have a comparatively negligible effect. 
In some cases the marginal effect of the reduced production on price 
would undoubtedly be very beneficial, for reasons implied in the sec
tion immediately preceding. In fact, this points to possibilities of coop
erative action which, because they may appear visionary to growers in 
their present stage of cooperative developmet, had best be only hinted' 
at here. 

These data are also significant as indicating some of the possibilities 
of affecting price by influencing time of marketing. For commodities 
like potatoes, which ave dominated by outside shipments, the possibility 
of favotably inJluencingprice ·appears to be in bettering quality and 
otherwise raising the home-grown p~ice relative to the shipped-in . price. 
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the Growers' Company Per Carload of Shipped-in Produce, by Commodities 
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For other products, which are dominated by home-grown receipts, the 
price level itself may be materially influenced by regulated production 
and marketing. 

Based on the same data, Figures 18 and 19 have been prepared, in 
which receipts of home-grown and shipped-in produce have been com
pared by months, for all commodities combined and 12 individual 
products. Note that there appears to be little or no relation between 
the receipts for apples, potatoes, lettuce, and onions, as contrasted with 
cucumbers, sweet potatoes, and others in which the supplementary rela-
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Commodities) and Number of Packages of Home-grown 
Products Handled by Growers' Company, August 1926-
July 1927. 

tion is quite evident. For all commodities combined receipts of bo~h 
home-grown and shipped-in begin to increase in March, reach a spring 
peak in April, and then decline until June, when home-grown receipts 
take a big jump while shipped-in receipts continue for the rest of. the 
year at a relatively low level. This shows that the home-grown receipts 
dominate the market as a whole from July through October. 

ALTERNATIVE TYPES OF ORGANIZATIONS 

There are at least three general types of cooperative marketing 
organizations for the marketing of produce in metropolitan centers: 

(1) Retail markets for dealing direct with final consumers, a 
method which may in this case be eliminated from consideration. 
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(2) Farmers owned and controlled commission houses replacing the 
present type of private dealer. 

(3) The as yet untried type which would act as intermediary 
between growers and the regular city dealers, a bargaining and mer
chandising association occupying much the same position as any of the 
central sales associations located in outlying producing sections, but 
confining its activities largely to the local metropolitan market. 

, Each of these general types may have distinctive variations in 
specific operating methods. 

Organizations of the Second Type.-The St. Louis organization, as 
it is now and has been operated, is essentially of the second of these 
three general types. If it is decided to attempt to maintain the Company 
on this basis, at least two alternative procedures are open to it: 

(1) Attempt to Follow Cleveland Example.-It has been shown 
in a previous section that with a few thousand dollars per month increase 
in volume of business the Company could meet its expenses and con
tinue its present method of existence. This, however, is quite different 
from placing it on a successful basis of real service to growers. The hope 
of the management is that the Company can under the present general 
set-up be brought to a more secure financial position and then put into 
effect the methods which have been applied with apparent success by 
the Cleveland Growers' Company, a very similar type of organization. 6 

Conditions in the two markets and with respect to certain important 
features of the two organizations are, however, quite different. On the 
Cleveland market it is said that deliveries to retail merchants are not 
made to the same extent as in St. Louis. Retailers mostly do their 
buying personally on the market and take back with them the stuff 
bought: This gives a tremendous advantage to a neW company, such as a 
growers' organization, from the standpoint of both reduction of expenses 
and opportunities for sales. In the second place, the Cleveland Company, 
with capital and surplus (1926 financial statement) of nearly $200,000, 
Was enabled to obtain a location which gives them a prominent place on 
the produce market, particularly since retailers do their own purchasing. 
The stockholders and former patrons of the Cleveland Company in
clude a large proportion of the greenhouse operators and variety market 
gardeners, giving the organization a big advantage with respect to 
satisfying the requirements of the retail trade. The volume of business 
done is very heavy. It also appears that the trade in Cleveland is more 
willip.g or accustomed to pay necessary premiums for quality pack. 
Another factor which must be taken into account is the rise of the chain 
stor~ systems. Private produce merchants already see the handwriting on 

6. A description of the Cleveland organization will be found in the January, 1928 issue of the 
American Produce Grower. 
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the wall, and there is much agitation on the Street. Never was there a 
less favorable time for a cooperative organization seeking to establish 
itself as a regular produce house with a combined "retail" and jobbing 
business. 

It is possible that the St. Louis Growers' Company can overcome all 
of these handicaps and attain a measure of the success of the Cleveland 
organization. In order t.o do so, three principal steps are necessary. 
First, volume must be materially increased. It is quiet evident that 
radical changes in methods of solici ting business will be necessary in 
order to accomplish this. Second, growers will have to be satisfied with 
the present limited benefits until a sufficient financial reserve has been 
built up to warrant experimentation with new methods of merchandising. 
Third, present methods of handling and selling the produce will have to 
be radically changed, antiquated packages discarded, some system of 
grading and standardization instituted, and trade connections established 
which will enable the Company to realize on these better merchandising 
methods. Such a program is likely to necessitate some real sacrifices 
by growers until the new operating methods are worked out, and growers 
have not yet shown the least evidence of being ready to support such a 
program for the sake of indefinite future benefits. 

(2) Maintain the Company as a "last resort" house.-The actual 
benefits from the operation of the Company as now operated have been 
previously outlined. Because of the large proportion of its patrons who 
do not haul all of their produce regularly to the Association, and the 
fact that so many growers seem to view it as merely a place where they 
can bring their produce when the latter cannot find a satisfactory sale 
elsewhere, the Growers' Company has been rather aptly designated a 
"last resort house". This condition has been changed" during the past 
year of operation under the new management. 

While the benefits which have been obtained under these past 
conditions by no means approach the advantages which might be ob
tained from an ideally set up and operated organization, they are not to 
be disdained. It is a real comfort and advantage to growers to know that 
they can always fall back on their own organization in case of necessity. 
This, however, may not prevent the Company from losing money. If 
the stockholders and growers believe this is the most logical future 
development of the Company they should so decide and make plans to 
take care of it financially. It may be possible, without any radical steps, 
to increase volume sufficiently to maintain a concern on this basis. If 
not, commission charges may be increased, or other arrangements 
made for financing. But the Board of Directors has expressed its un
willingness to limit the Company's activities in this manner. 
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Necessary for Cooperative to Occupy Dominant Position on Mar
ket.-:-One cannot study the facts which have been previously cited re
garding market conditions and prices in St. Louis without coming to the 
conclusion that the only way in which a produce marketing organization 
can realize the principal potential benefits of cooperative action is by be
coming a dominant factor in the market. It must control a sufficient 
portion of the home-grown produce coming on the market to be able to 
affect the general price level for the home-grown products. No monopoly 
control of price is implied in this statement. It refers to control of quality 
and methods of marketing, and the adjustment of supply to market 
demands. 

Under any other situation the only ways in which better prices may 
be obtained are: first, by intensifying an already intense competition, 
the effect of which is very doubtful; second, by retaining the profits 
ordinarily going to private middlemen, which, available facts indicate, are 
more or less negligible; and third, by marketing a higher quality product. 

The quality angle has been repeatedly emphasized by both growers 
and marketing men, but an analysis of the facts discloses several weak
nesses in the theory. If the cooperative handles only a small part of 
the deal, its efforts to promote quality are largely circumscribed by the 
customs of the trade. 

Insufficient Premium for Quality.-The difficulties are: (1) the 
trade in general does not at present put a premium on quality sufficient to 
encourage proper grading and packing methods, and (2) growers are un
willing, and the Company is financially unable, to sustain a loss on such 
operations pending the time that the trade is willing to pay for same. 

One of the best indications of this is the attitude of some growers who 
have tried to put up a quality pack, and complain that it does not pay. It 
requires considerable extra labor and expense to properly grade and pack 
produce. An adequate study of costs and prices with relation to grading 
and packing is a very large undertaking in itself, and will be the subject 
of future research by this Station, provided developments in the market 
situation seems to warrant such an expenditure. But individual trials 
already made indicate that present premiums for quality are insllfficient. 

For example, an employe of the Growers' Company was observed 
repacking and grading sweet potatoes. Much time was spent at this 
task. The original pack would probably have brought $1.25 to $1.50 per 
box. Twenty boxes were graded and repacked. Placing the highest 
market values on "the three grades resulting (Jumbo, No.1, and culls), 
the average price received would have been only $1.25 per box. From 
this would have to be deducted the labor and space costs, and the cost 
of the bushel baskets (5 cents each). Other estimates yielded similar 
results. Thus, the management in at least some cases had been going to 
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the expense of grading and packing without prospect of increasing re
turns to growers. 

If on the other hand, the cooperative organization controlled a 
substantial part of the home-grown produce coming on the market it 
could set up standards for growers or do its own grading and packing, 
and establish prices by grades, with much greater expectation of success. 
There can be little doubt (see price charts in previous section) that the 
effect of such action on the general price level for home-grown products 
would result in a material net gain to producers. 

Advantages of Control of Home-grown Produce.-The advantages 
of such control may be summarized as follows: 

(1) Ability to grade and pack and obtain premium therefor. 
(2) Possibilities of regulating growers' marketings (from short 

time standpoint) and shipping to other markets in order to prevent 
temporary market gluts which so frequently occur under the present 
unorganized system. Some shipping has been done by the Company 
in the past, and at a profit, but a substantial proportion of the total 
volume of home-grown produce would be necessary to materially affect 
the price level in this way. In many instances a net benefit would accrue 
to growers from shipping even if no profit or a loss was sustained on the 
individual shipments. 

(3) Ability to influence production both qualitatively and quanti
tatively. 

(4) Bargaining advantage. The general advantages of collective 
bargaining would apparently be particularly effective in combination 
with the other advantages listed. 

Possibilities of the Central Sales (Intermediary) .Type of Organiza
tion.-It is extremely doubtful that a cooperative concern operating 
on the same plan as private commission houses can ever attain a suffi
ciently dominant position on the St. Louis market to enable it to realize 
all of the possibilities of cooperative action outlined in preceding sec
tions. Apparently the problems presented and the benefits to be ob
tained are similar to those which apply in the case of many successful 
cooperative produce sales organizations which operate between the local 
shipper and dealers on the metropolitan markets, such as those on the 
Eastern Shore of Virginia. The only important difference is that opera
tions would be confined to a smaller producing area surrounding one 
market. 

It would appear, therefore, that the third of the three types of 
farmer's cooperative markets which have been previously outlined would 
be most effective in improving conditions on the St. Louis market. 
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Effect of Chain Store Buying.-The advantages of this type of 
organization seem to be emphasized by recent developments. The large 

. chain store systems are becoming an increasingly important factor in 
the market, and are rapidly setting up their own buying agencies. I n
dependent stores affiliating in semi-chains for buying purposes may do 
likewise in the near future. Thus, a cooperative commission house 
dependent for its outlets upon independent retail merchants or the 
private wholesalers who have been supplying these retail merchants, will 
find its sphere of activity constantly narrowing in the future . On the 
other hand; a cooperative organization set up to act as intermediary 
between the individual growers and the chain systems' buying agencies, 
as well as the surviving wholesalers, would be in a position to expand 
its operations and increase its benefits to growers as time went on. 

Possible Set-up of an Intermediary Cooperative.-Such an organi
zation would not necessarily have to be located immediately on the 
street. It would require a warehouse adjacent to railroad side-track, 
preferably near the produce center. Or, it could even be located in the 
county nearer to growers (a big advantage to the latter), where the 
produce could be received, graded and packed, shipped if necessary, or 
trucked direct to the buyer's place of business. With such a centraliza
tion, time and expense for all concerned would be saved by having 
representatives from the private firms come to the organization to do 
their buying. . 

An organization of this type would be designed to work with rather 
than antagonize present marketing agencies. Dealers as well as growers 
and consumers would share in the benefits derived from the minimizing 
of the risk of price fluctuations and the improvement of quality. 

Probable Difficulties.-Many difficulties would be encountered by 
such an organization, mainly in the field of member relationships. There 
are many cooperative marketing associations which are successfully 
meeting business operating problems ofJully as great magnitude. But in 
most instances such organizations have arisen as a matter of necessity. 
In the present case a marketing system of a sort is already functioning, 
and St. Louis County growers do not appear in the frame of mind neces
sary to successfully transform the present Growers' Company into a 
cooperative concern of this character. Market developments now in 
prospect may alter this attitude in the future. 

Pooling.-One necessary feature of an organization of this type 
would be the pooling of prices, by grades. The present system of account
ing for separate packages selling for very small amounts is both cumber
some and expensive. Pooling would necessarily be the basis of a number 
of important improvements in marketing methods. Shipping, for ex
ample, for the purpose of raising local price levels, cannot be done without 
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pooling unless the returns on the actual shipment make it pay. It would 
also be impossible to make quantity discounts to chain stores, or dump 
low quality surplus produce, without pooling. Yet growers in St. Louis 
county are now absolutely opposed even to a consideration of pooling. 

As a matter of fact, the growers' produce is actually pooled to a 
certain extent under the present marketing system, although producers 
do not realize it. The Growers' Company has in effect been pooling the 
returns from "retail" and j"obbing sales except in individual instances · 
(see previous discussion). Private dealers base their calculations on 
their operations as a whole, and in effect pool returns to growers by pay
ing them on the basis of the general price rather than the price obtained 
for any particular box or lot of produce. They even go further than this, 
and pool different grades, with the result that insufficient premiums for 
quality are established. 

Growers' Attitude Limiting Factor.-The attitude of St. Louis 
county growers toward many marketing problems, as exemplified by 
their antagonism to pooling, their belief in "the tremendous toll taken be
tween producer and consumer," and the petty grievances advanced 
as excuses for not patronizing their own Company, indicates that before 
modern successful cooperative merchandising methods can be established 
on the St. Louis market an intensive program of education along mar
keting lines will be necessary. Growers have proved on a number of 
occasions that they are not ready for such methods at the present time. 
Meanwhile, they have also demonstrated in the Growers' Company 
that the methods of private produce middlemen cannot be turned to 
cooperative use and bring the desired results. 

SUMMARY 

As a result of general dissatisfaction over conditions on the St. 
Louis produce market, the St. Louis County Growers' Cooperative 
Sales Company began operations in May, 1926. It met with immediate 
difficulties. This study was initiated following requests for assistance. 
Because of the similarity of problems, the findings are largely applicable 
to other metropolitan markets. The experience of the St. Louis Growers' 
Company should be valuable as a guide to possible future cooperative 
produce marketing ventures in other cities. 

The Growers' Company suffered steady losses during the first 
three years of its existence, and appeared to be approaching insol
vency. It was kept alive by renewed capital subscriptions. The loss 
was mainly caused by insufficient volume, insufficient returns for 
services rendered, and the "retail" end of the business. 
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Lack of success in "retailing" (selling to retail merchants) was 
due to inability to obtain a desirable trade, heavy losses from bad 
debts, and extra expenses not covered by extra income. "Retailing" 
was dropped with the change of management in 1929, and a marked re
duction in overhead expense resulted. 

The relation between fixed and variable expenses is particularly 
important in the Growers' Company. Relatively fixed expense during 
the three years was about 62 per cent of the total. This necessitated 
an average monthly volume of business of 18 to 20 thousand dollars, 
whereas the actual volume was less than $16,000. Profits on purchases 
and sales of street produce helped to minimize losses. The average 
volume necessary under the present jobbing business is considerably less. 

Low volume was the result of bad relations between growers and 
management, and the belief of some growers that prices obtained through 
the company were not as high as paid by private dealers. 

Returns for services rendered in "retailing" were insufficient be
cause there was no definite margin above jobbing price for "retail" 
prices, and no uniform system for charging growers an extra amount 
for sales made to retailers was followed. These conditions, which were 
the principal reasons for the elimination of the retail business, have been 
changed by the new management. 

The straight commission charged growers, even with a minimum 
package charge of five cents, is generally unsatisfactory and unfair to 
both growers and Company. The growers' attitude and trade usage 
would make difficult the adoption of a fair system of package charges. 

The experience of the Company indicates that material reductions 
in marketing margins or retaining large profits thought to be made by 
private middlemen are impossible. A cooperative commission firm 
which merely replaces the private dealer, doing business in approximately 
the same way, cannot hope to attain the principal potential benefits of 
cooperation. 

The company as at present constituted benefits growers by: (1) 
providing a check on competition; (2) furnishing a market for produce 
for which there is no other satisfactory sale; (3) offering a haven to the 
disgruntled hauler; (4) offering a convenience to regular patrons who 
save time ordinarily consumed in price dickering or unloading. The 
company's opportunities for affecting price through quality, grading, 
attractive pacWages, etc., are limited by trade usage, which does not 
provide a sufficient premium for quality in connection with home-grown 
produce, and by the reluctance of growers and the financial inability 
of the Company to stand the temporary loss . which would be entailed 
in educating the trade. 
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A detailed analysis of commodity prices on the St. Louis and other 
markets shows that the prices of home-grown products on the St. Louis 
market are low relative to both shipped-in and home-grown produce 
on other markets. St. Louis, it is indicated, is in general a low priced, 
low quality market. It is subject to general and seasonal overproduction, 
and to market gluts and extreme price fluctuations, partly due to the 
local production and marketing situation, and partly to the unique 
position of St. Louis as a diversion point. 

These seem to be the principal weaknesses of the present market. 
The Growers' Company as at present constituted will be unable to ma
terially affect these conditions. Control of all or a large part of the home
grown deal is necessary if the general price level for home-grown products 
is to be materially benefited. Such a dominant position apparently 
cannot be attained by a mere substitution of a cooperative for a private 
dealer. An intermediary position between growers and dealers, such as 
is occupied by successful produce marketing cooperatives throughout 
the country, seems to offer the best prospects of meeting the require
ments of the situation, but growers are apparently not at present ready 
for such a transition. The development of chain store buying agencies 
and other changes in the market may alter this attitude in the future. 

If the present type of organization is to be maintained, two alter
native procedures are available. The Company may be run as a "last 
resort" market, or made into a cooperative commission house of the 
type which has been successful on another market. The Company must 
first be given the support of more growers if the latter objective is to 
be attained. 
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