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FOREWORD

AGRICULTURAL cooperation is deeply rooted in our American
economy. This fact is made clear in this circular by Andrew W.

McKay and Martin A. Abrahamsen. It shows how Farmer Coop-
erative Service and its predecessor agencies in the Department of

Agriculture have worked closely with farmers in their self-help

organizations.

Mr. McKay took part in many of the events here described. His
interest in cooperative organizations started in 1908 when he entered

the Department to work with G. Harold Powell, then in charge of

the fruit transportation and storage investigation, and later general

manager of the California Fruit Growers Exchange (now Sunkist

Growers, Inc., Los Angeles, Calif.).

From then on, with minor interruptions, he was active in helping

farmers organize and operate their cooperatives until his retirement

in 1953. No one can speak of the record of this work of the De-
partment with farmer cooperatives with more intimate knowledge,

perceptiveness, and authority.

Mr. Abrahamsen has served with Farmer Cooperative Service and
its predecessor organization, the Cooperative Research and Service

Division, Farm Credit Administration, since 1949. Before that time

he had 13 years' experience in teaching and research in agricultural

cooperation at West Virginia University and North Carolina State

College. Because of continuing responsibilities in a broad range

of cooperative research and educational efforts, his experience well

supplements that of Mr. McKay when it comes to interpreting the

implications of recent governmental programs with cooperatives and
the efforts of these associations to provide assistance to the people

they are organized to serve.

This study has been made to provide a record of many develop-

ments which might otherwise be lost—to preserve the lessons of the

past for the use of the present and future. It has been prepared

primarily for research workers, teachers, cooperative leaders, and
those of the general public who have an interest in and appreciation

of the forces that have helped make farmer cooperatives what they

are today.

Joseph G. Knapp, Administrator

Farmer Cooperative Service
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Helping Farmers Build Cooperatives

(The Evolution of Farmer Cooperative Service)

by

Andrew W. McKay

and

Martin A. Abrahamsen 1

THIS report records the major
contributions of Farmer Cooper-

ative Service and its predecessor

agencies in the U.S. Department of

Agriculture in the struggles of

farmers to improve the operations

of their own cooperative business

organizations during the past cen-

tury. These contributions are

grouped into distinctive periods of

activity that reflect various impor-

tant stages in the efforts of the Fed-

eral Government to help farmers

build stronger cooperatives.

The first period briefly records

the early informal beginnings in

the efforts of the Department to as-

sist farmer cooperatives (1867-

1913) . Next the first formal begin-

nings in providing assistance to

1 Mr. McKay is now retired from
Farmer Cooperative Service, U. S. De-

partment of Agriculture ; and Martin A.

Abrahamsen is Director of the Purchas-

ing Division of that Agency.

cooperatives are examined in detail.

These include a review of the pro-

grams of the Office of Markets, the

Office of Markets and Rural Organ-
ization, the Bureau of Markets, and
the Bureau of Markets and Crop

Estimates (1913-1922). Attention

is then given to cooperative work in

the Bureau of Agricultural Eco-

nomics (1922-1929). This is fol-

lowed by a consideration of the

cooperative efforts of the Federal

Farm Board (1929-1933).

The Farm Credit Administra-

tion's contributions to cooperatives

are taken up next (1933-1953).

Finally, the work of the present

agency of the Department charged

with responsibility for research, ad-

visory service, and educational work
with cooperatives, Farmer Coopera-

tive Service, is examined (1953 to

date).

Since this publication primarily

deals with the contributions of the
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Farmer Cooperative Service and
the agencies that preceeded it in the

U.S. Department of Agriculture to

farmer cooperatives, the very sub-

stantial assistance provided these

associations by other Federal and

State agencies, notably the Federal
Extension Service, State experi-

ment stations, State extension serv-

ices, land-grant colleges, and State

Departments of Agriculture, are re-

ferred to only incidentally.

Early Contributions (1867-1913)

THIS section directs attention to

early informal assistance to

farmer cooperatives by the Federal

Government, briefly pinpoints high-

lights in the cooperative ground-

swell that occurred simultaneously

with these first efforts, and then

notes the nature of the first research

effort that was directed specifically

to cooperatives.

Informal Assistance

When Oliver Hudson Kelly, an
employee of the U.S. Department of

Agriculture, took the lead in organ-

izing the National Grange ( Patrons

of Husbandry) in 1867, he indi-

rectly and unwittingly contributed

to the first efforts of the Depart-

ment of Agriculture to assist farm-

ers in building stronger and more
effective cooperative organizations.

As a former farmer, Mr. Kelly

was responding to the adverse eco-

nomic conditions confronting farm-

ers, little realizing that from the

essentially social and fraternal or-

ganization that he helped launch,

thousands of cooperatives would be

brought into existence. These or-

ganizations ranged all the way from
local buying clubs to well-estab-

lished cooperatives providing mar-
keting and purchasing services both

on a local and statewide basis.

The early workers in the Depart-

ment who followed Mr. Kelly were

largely production specialists and
biological scientists. Many of these

workers, however, were sympa-
thetic to and provided assistance

useful to many of the newly organ-

ized cooperatives. This took the

form of developing improved pro-

duction and marketing techniques

useful in the business operations of

these associations.

Various projects of the Depart-

ment were helping build the foun-

dation on which agricultural

cooperation now rests. J. T. Hor-

ner in an article in /ournal of Farm
Economics, October 1928, described

the early work of the Department

as follows:

... A study of the activities of 15 or

20 years just preceding the establishment

of the Office of Markets ( 1913 ) leads one

to the conclusion that some very effective

and fundamental work [with farm co-

operatives] was done. . . . Not only did

this period give a body of information,

but it developed a technique and trained

some men around whom the later devel-

opment grew.

In 1901 G. K. Holmes of the Bu-

reau of Statistics, in an unpublished

manuscript, "Farmers Coopera-

tion," assembled basic information

on types of cooperatives in the

United States. The stated purpose

in preparing this manuscript was to

"present the dangers to be avoided,

the requisites for success, and the

actual conditions that have been

encountered."
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Another highlight in the develop-

ment of the Federal program with

cooperatives occurred in 1908 when
President Theodore Roosevelt es-

tablished the Country Life Commis-
sion. In a report published in 1914,

the Commission recognized the

place of cooperatives, emphasizing

impediments to progress as well as

the need for enabling legislation in

the various States to give these or-

ganizations legal status.. That such

a well-recognized agricultural
leader as Liberty Hyde Bailey

served as Chairman of this Com-
mission and President Roosevelt's

recognition of the importance of

studying this type of farmer-owned

and -controlled business organiza-

tion did much to enhance the pres-

tige of cooperatives.

The Commission also received the

encouragement of Horace Plunkett,

well-known British cooperator. In

fact, President Roosevelt accepted

Mr. Plunkett's slogan, "Better

farming, better business, better liv-

ing," to keynote this effort.

In its report, the Commission
stated: "There must be a vast en-

largement of voluntary organized
effort among farmers themselves.

It is indispensable that farmers
shall work together for their com-
mon interests and for the national

welfare. . . . We have only begun
to develop business cooperation in

America."

Another contribution of the Fed-
eral Government at this time was
the publication of Senate Document
16. It dealt with agricultural co-

operation and rural credit in Eu-
rope and was the first of a series of

documents and reports indicating

the interest of the Federal Govern-

ment in responding to the efforts of

farmers to build stronger business

organizations for themselves.

Cooperative Groundswell

To gain a better understanding of

the growing interest of farmers in

utilizing the Federal Government
to provide assistance on their busi-

Early in the history of this Nation, farmers began purchasing supplies cooperatively. A few
farmers in a neighborhood would get together to buy a carload of seed, salt, twine, flour,

feed, or fertilizer and deliver it direct from the railroad car to keep costs down.
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ness problems, it will be helpful to

briefly trace some important high-

lights in the development of farmer

cooperatives in the United States.

These developments spring from a

large number of motivating forces.

To a considerable extent they re-

flect trial and error experimenta-

tion on the part of farmers in build-

ing business organizations to help

them improve their economic posi-

tion.

Farmer cooperatives developed as

part of the tremendous changes in

agriculture during the 19th century.

The growth of farmers' business or-

ganizations into an important place

in their farm operations began

before the U.S. Department of

Agriculture was formally organ-

ized. As a matter of fact, the need

for both came about during almost

the same period.

The Department of Agriculture

has kept a running account of the

early needs of farmers requiring co-

operative effort. T. N. Carver well

described this need in the 1913

Yearbook as follows

:

Not only in New England, but every-

where on the frontier, there were com-
mon overwhelming needs, such as com-
mon defense, the clearing of the forest,

the erection of buildings, and other tasks

demanding the united strength of the

whole community, which forced people

into a kind of cooperation. After the

passing of the frontier days there re-

mained such common interests as the

local school, the care of the roads, and
the maintenance of the cemetery, to bring

the people together around a common in-

terest and give the neighborhood at least

the germ of an organization.

As agriculture expanded beyond

the self-contained, largely self-gov-

erning village or township, farmers

naturally turned to a form of co-

operation. A few associations for

manufacturing cheese, some of

which had cooperative features,

started early in the 19th century. It

is reported that Lewis M. Horton
began the manufacture of pineapple
cheese at Goshen, Conn., about 1808.

This was followed by the organiza-

tion of "cheese-rings" in Wisconsin
in about 1849. Cooperative cheese

factories appeared about 1851.

An unsuccessful joint effort in

1820 for selling hogs by farmers
near Granville, Ohio, is reported.

Bulletin 325 of the Ohio Agricul-

tural Experiment Station, The
Agriculture of Ohio (W. A. Lloyd)

,

in commenting on this effort said:

"This attempt at business coopera-

tion is the first in the State of which
Ave have any account, and possessed

most of the elements of ideal

modern cooperation."

The Prairie Farmer described

marketing efforts of a group of live-

stock producers in 1860 this way

:

Seventeen farmers in the neighborhood
of Neponset, Bureau County, Illinois,

have for four years fattened and dressed
their hogs with great care, clubbed to-

gether and brought them to market at

the close of the season. Last week these

gentlemen brought to this market 504
hogs. They were sold at auction at fig-

ures ranging from $6.45 to $8.50 per cwt.

One lot of 24, fed by one man, averaging
325 pounds, sold at $8.50 per cwt.

The Dane County Farmers Pro-

tective Union built one of the ear-

liest, if not the earliest, farmer ele-

vators at Madison, Wis., in 1857. It

went out of business after the first

year. The earliest reported associa-

tion to market fruits and vegetables

formed at Hammonton, N.J., in

1867, and continued for more than

30 years.

The first known local cooperative

to handle farm supplies was an as-

sociation at River Head, Long Is-

land, in New York, organized in

1863. The purpose of this associa-

tion was to buy fertilizer wholesale
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Packing oranges in Covina, Calif., in 1896. Individual wrapping of fruit and hand nailing of

boxes were the usual methods of the day.

in New York City for shipment to

its members.
Following the early informal ef-

forts of farmers before the Civil

War to build cooperative organiza-

tions suited to their needs, were the

organized efforts in the same direc-

tion during the next half a century

by the major general farm organ-

izations. These included The Na-
tional Grange, The Farmers Alli-

ance, The American Society of

Equity, The Farmers Educational
and Cooperative Union of America,

and The American Farm Bureau
Federation. In varying degrees,

but always as an important part of

their overall program to assist

farmers, was their sponsorship of

cooperative associations. In virtual

waves, thousands of cooperative or-

ganizations were formed as a result

of these activities.

Many of these cooperatives were
poorly planned and operated. As a

result most of them soon passed out

of the picture, especially those or-

ganized by the Grange and the Al-

liance. In any event, the Grange
should be credited with introducing

the Rochdale system of cooperation

in the United States. Many of the

Grange cooperatives organized after

1875 were formed under this plan.

As time went on, however, farm-

ers came to understand the essen-

tials for successful operation of

cooperatives and the part that Fed-

eral and State Governments could

occupy in helping them build the

kinds of cooperatives changing
agricultural conditions required.

Consequently a number of associa-

tions sponsored by the American So-

ciety of Equity, The Farmers Edu-
cational and Cooperative Union of

America, and The American Farm
Bureau Federation are still in ac-

tive operation. Moreover, in vary-

ing degrees these organizations

627368 O - 62 - 2
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have supported the various types

of service cooperatives—insurance,

credit, banking, irrigation, and re-

lated associations—needed to help

farmers meet their expanding and
changing needs.

At much the same time, and
largely on an independent basis

with no general farm organization

affiliation, a number of independ-

ently organized local marketing,

purchasing, and service coopera-

tives came into being. These in-

cluded such large-scale organiza-

tions as the California Fruit Grow-

ers Exchange (now Sunkist Grow-

ers, Inc.), and some of the other

commodity organizations, particu-

larly on the west coast. Moreover,

among these cooperatives were a

number that came to serve as the

nucleus for the establishment of

many of the well-known large scale

regional marketing and purchasing

organizations that were set up in

the decades that followed. The
first State associations of coopera-

tive elevators were formed in Il-

linois in 1902. in Nebraska in 1903,

and In Iowa in 1904.

Information assembled by the

U.S. Department of Agriculture

indicated that the number of active

farmer cooperatives in 1900 was

about 1,000. The chief ones were

:

Cotton, 13; dairy products, 709;

fruits and vegetables, 86; grain,

122
;
livestock, 8 ; miscellaneous sell-

ing, 11 ; and miscellaneous buying,

47. This estimate was less than the

actual number, but it indicated

progress made in the cooperative

marketing of several commodities.

The difficulties of making reliable

estimates from early figures were

indicated in Bulletin 5, Grain
(Guide for Organ/zing Local Co-

operative Marketing Associations)
,

of the Federal Farm Board

:

During the early days of the coopera-
tive movement many of the associations

were only informal groups of farmers
trying to better their lot by joint action.

Rarely were they bound together by legal

ties
;
only a fraction of the total number

were incorporated. Often it was diffi-

cult to tell whether a particular asso-

ciation was alive or dead ; and there was
always uncertainty as to whether cer-

tain farmers were in or out of the move-
ment at any particular time, as getting

in and out were matters entirely under
their own control.

Efforts of farmers to develop co-

operatives during the 19th century

may be regarded as skirmishes on
widely scattered fronts. It was a

number of years before they were
able to consolidate their forces and
move forward to common objec-

tives. When they did, the lessons

learned between 1870 and 1910

served them in good stead.

During this period, farmers

learned the strength of the opposi-

tion to cooperative efforts. The old

belief that a farmer's business in-

terests should end at his front gate

was still strong. Many agencies

and individuals operated as if they

were divinely appointed to handle

the off-farm affairs of agriculture.

Farmers learned much about

business methods in these early at-

tempts at cooperation, and the later

cooperatives were tempered by the

mistakes and failures of the past.

They tested also the strength of or-

ganization and acquired coopera-

tive know-how that the earlier co-

operative leaders did not have. An
understanding of such basic Koch-
dale principles as—one-man, one-

vote; sales of goods at the going

retail price: and distribution of

savings according to patronage

—

were among the important benefits.

Farmer cooperatives were dis-

cussed for the first time in the 1908

Yearbook of the U.S. Department

6



of Agriculture. The introductory

paragraph in that portion devoted

to the report of the Secretary

stated

:

Farmers' economic cooperation in the

United States has developed enormously

during the period under review, and it

is safe to say that at the present time

more than half of the 6,100,000 farms are

represented in economic cooperation ; the

fraction is much larger if it is based on

the total number of medium and better

sorts of farmers to which the coopera-

tors mostly belong.

"Contrary to his reputation," the

report stated, "the farmer is a great

organizer, and he has achieved re-

markable and enormous successes in

many lines of economic cooperation

in which the people of other occu-

pations have either made no begin-

ning at all or have nearly if not

completely failed."

First Specific Cooperative Project

In tune with the development of

cooperation throughout the United

States, the Department of Agricul-

ture responded to the growing need
for information about cooperatives

by authorizing the establishment in

the Bureau of Plant Industry, the

first project to deal specifically with

farmer cooperatives. This was in

1912 and was known as the "Farm-
ers' Cooperative Cotton Handling
and Marketing Project." Charles

J. Brand, the project leader, re-

ported that it included the follow-

ing lines of work

:

1. The devising of a simple form of

cooperative organization which might
prove acceptable to communities of

growers and not have the objection of

requiring the subscription to consider-

able amounts of stock.

2. The compilation by a competent law
clerk of the cotton ginning, compressing,

and warehousing laws of the various

States.

3. A preliminary survey of freight

rates on cotton from various points of

production to certain ports and markets.

As early as 1885 cotton farmers were attempting to own and operate gins. This is an early-day

gin. First formal project in the U.S. Department of Agriculture specifically on farmer cooperatives

dealt with cotton. It recommended one-variety communities and other improved handling and
marketing practices.



This picture was taken over 25 years ago at the Winchester, Va., service store of the Southern

States Cooperative, Richmond, Va.

4. A general survey of cotton handling

mechanisms, including cleaning attach-

ments, gins, gin compresses, and the like.

The Department hoped to attain

the objectives of this project by
these four steps

:

1. By insisting on the production of

a single variety for each community so

that seed mixing at gins may be elim-

inated and a lucrative trade in pure seed

at once be established ; the demand for

good seed now outruns the supply.

2. By organizing units of such size that

the products can be sold in commercial

lots of uniform grades and qualities.

The marketing of cotton is a process of

concentration and not distribution. The
larger the producing unit, the more eco-

nomical the marketing.

3. By improvements in ginning prac-

tices and the introduction of the gin

compress so that cotton may be fully pre-

pared for the mill before leaving the

grower's control.

4. By a form of organization which will

establish the responsibility of the asso-

ciations and protect spinners or cotton

merchants who deal directly with them.

We hope eventually that these associa-

tions will operate their own oil mills and
sell cooperatively all by-products of their

surplus seed . . .

The beneficial effects of this first

project extend to the present day.

One-variety communities are stand-

ard in most cottonseed producing

areas, and many communities en-

gaged in the production of lint are

similarly organized. The initiation

of other improvements in classing,

ginning, warehousing, compressing,

and marketing lint cotton and cot-

tonseed can be traced back, if not

directly to this project, at least to

the spirit of the times in which the

first work was done.

Within the Department of Agri-

culture and the land-grant col-

leges a new group of trained men
was beginning to emerge. The De-

partment no longer was concerned

solely with technical problems of

crop and livestock production.

Marketing and other economic dif-

ficulties were causing concern and
were about to be studied intensively.

The special problems of coopera-

tives serving agriculture, of which
several thousand already had been

formed, were among the first at-

tacked. Work with farmer coop-

eratives became the forerunner of

the large and valuable marketing
research program that the Depart-

ment has developed.
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First Formal Efforts (1913-1922)

EAKLY 1913 saw the beginning

of a definite program to study

and assist cooperatives in marketing

farm products and in providing

production supplies and related

business services. This develop-

ment, to a large extent, reflected a

growing recognition of the impor-

tance of economic and social phases

of agriculture. Formalized work
with cooperatives by the Federal

Government, therefore, did not in-

dicate a basic change in Govern-

ment policy. Rather it showed an

interest in establishing a type of

organization that would more effec-

tively assist in the further develop-

ment of the work with cooperatives

that was already underway.
This section of the history con-

siders the various agencies set up
within the Department of Agricul-

ture to facilitate the first formal

efforts to assist farmer cooperatives.

As such it describes work on prob-

lems of these organizations in the

Office of Markets, the Office of Mar-
kets and Rural Organization, the

Bureau of Markets, and the Bureau
of Markets and Crop Estimates.

While this report covers only the

cooperative work of these agencies,

other activities contributed very
substantially although indirectly to

the development of cooperatives

during this period. These include
the Market News Service, the

development of the grade stand-

ards, the United States Warehouse
Act, and many other efforts that

smoothed the path for many of the

newly organized associations.

In addition, a number of the

studies in particular industries were
made on both cooperatives and other

types of businesses. Moreover,

closely related subjects covering

such areas as various aspects of

rural credit, retail public markets,

community fairs, setting up audit-

ing services, establishing com-
modity marketing clearinghouses,

and forming trade associations were
among the areas studied by the vari-

ous commodity divisions of these

agencies.

The Office of Markets

On March 27, 1913, officials of the

Department of Agriculture met
with Secretary Houston "for the

purpose of outlining the work of the

various Bureaus in connection with

the marketing and distribution of

farm products, to report results al-

ready accomplished, and to discuss

plans for the further development
of these investigations."

At a second conference, held on
the following April 29, G. Harold
Powell, General Manager of the

California Fruit Growers Ex-
change (now Sunkist Growers,

Inc.
) , Los Angeles, formerly Chief

of the Bureau of Plant Industry,

was present at the invitation of the

Secretary of Agriculture and dis-

cussed in considerable detail the

organization and operation of the

Exchange. He summarized his

suggestion of assistance to coopera-

tives by the Department as follows

:

( 1 ) Determine the principles on which
farmers' business organizations can be

successfully founded and operated.

(2) Work out the principles of law
which should be incorporated into State

and Federal legislation and which would
permit the proper organization and con-

duct of farmers' associations.

(3) Study the distribution of farm
crops as practiced by farmers' organiza-

tions and other agencies in order to de-

termine the weaknesses, the wastes in

distribution, the abuses and extrava-

gances of the distributing system, and
illegal practices, . . .

9



He went on to make suggestions

of a general nature that included

help for "farmers after they were

organized to develop a system by
which they can assure for them-

selves better information regarding

crop conditions, the movement of

crops, the supply in different mar-

kets, and the daily prices, this in-

formation to supplement the gen-

eral data which the department may
furnish the public." He also em-
phasized the need for grading,

packaging, and the correction of

market abuses.

Out of these conferences came
plans for the work of the new Office

of Markets. The first year largely

was devoted to selecting and em-

ploying a staff and outlining and

developing new projects. Two spe-

cialists in cooperative marketing

and two in cooperative organiza-

tion accounting were employed.

The following extracts from the

first report of Charles J. Brand,

Chief of the Office of Markets, de-

scribes the progress that had been

made at the end of fiscal 1914

:

. . . much time and attention has been
given to the subject of cooperative or-

ganization accounting. This work, which
was begun October 1, 1913, was in its

turn divided into two parts—a survey of

cooperative agricultural marketing or-

ganizations, and a study of the systems
of accounting and auditing for such
organizations.

A survey of the cooperative agricul-

tural marketing organizations through-
out the United States was undertaken
November 1, 1913. Since that time the
names and addresses of over 7,000 or-

ganizations have been secured.

Accounting forms and descriptions of
the systems in use in a number of coopera-
tive organizations have been secured and
studied. Personal visits have been made
to a number of fruit and produce associ-

ations and to grain elevators and coopera-
tive creameries for the purpose of
studying the business practices in vogue
and their methods of financing. From

An early "crib" elevator in the Pacific North-

west. One of the earliest projects the Depart-

ment of Agriculture undertook in the field of

farmer cooperatives was to develop an
accounting system for cooperative grain

elevators.

the information thus secured an account-

ing system has been prepared for use in

grain elevators, and this is now being

tried out in cooperation with three farm-
ers' elevators, . . .

A system for use in small cooperative

organizations handling deciduous fruits

has been devised, and this is now being

tried out in the Delaware Produce Ex-
change at Dover, Del., and the Virginia

Fruit Growers (Inc.), at Staunton, Va.

A system for use in produce exchanges
handling potatoes has been devised and
is now being tried out in the office of the

Long Island Potato Exchange, Riverhead,
Long Island, N.Y.

Plans have also been made for the prep-

aration of uniform systems of accounting

for cooperative warehouses, canneries,

creameries, cotton gins, and meat-packing

plants, and for the recommendation of

systems of auditing, plans for financing,

and methods of business practices for

these organizations.

A general accounting bulletin dealing

with the business practices of cooperative

agricultural marketing organizations has

been prepared and is now ready for

submittal.

The general work of this project has
aimed to strengthen associations already

organized and to make their work more
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efficient, to guide new associations along

safe and businesslike methods and away
from the common mistakes of such en-

terprises, to arouse public interest in the

spirit of cooperation, and to emphasize

the essentials for succesful application of

that principle to the farmers' business.

To this end about 20 public addresses

have been made before farmers' gather-

ings numbering from 100 to 3,000 persons.

Forms of bylaws and accounting and
auditing systems for cooperative associ-

ations, egg circles, etc., have been pre-

pared and sent out to over 200 inquiring

persons and societies, and aid has been

given in drafting articles of incorpora-

tion, forms of constitution and bylaws,

as well as suggestions on the control and
management of farmer cooperative mar-
keting associations.

In answer to urgent requests, personal

visits have been made to more than 30
localities in various States, including Vir-

ginia, Kentucky, Maine, Massachusetts,

Michigan, Kansas, Missouri, Nebraska,
Colorado, Utah, and Idaho. At each of

these places the representatives of this

office studied local conditions and were
in conference with farmers' associations.

The emphasis on improvement of

business records and accounting

served to pinpoint an area of weak-
ness in many cooperatives. The
records of local shippers, coopera-

tives and others, were woefully in-

adequate. Even the manager might
be misinformed about expenses and
the financial status of the business.

The need for help on individual

operating problems also is indicated

by the attention given to providing
advisory assistance to many coop-

eratives.

Federal workers with coopera-

tives, however, soon went beyond
purely business aspects. As was
pointed out in Mr. Brand's first re-

port, it was recognized that the

member-patron, as part owner of

the cooperative, was entitled to com-

plete and accurate information.

Only in this way could membership
confidence and loyalty be assured

and farmer cooperatives develop.

Office of Markets and Rural

Organization

The Office of Rural Organization

was established by Congress a year

later in order to determine the pos-

sibilities and encourage the use of

organized cooperative effort in im-

proving rural conditions. It was
consolidated with the Office of Mar-
kets on July 1, 1914, as the Office of

Markets and Rural Organization.

The work initiated in the Office

of Markets with cooperatives was
continued in this new agency. At-

tention is here given to early publi-

cations of this agency and its work
in the area of cooperative organiza-

tion and operation.

Early Publications

Several publications designed to

serve as guides to cooperative direc-

tors and managers appeared early

in 1915. Among the first was De-

partment Bulletin 178, Cooperative

Organization Business Methods

(W. H. Kerr and G. A. Nahstoll).

This publication dealt with systems

of accounts, accounting forms, re-

serve for depreciation, patronage

dividends, and similar problems.

The introduction stated : "In the

promotion of a cooperative enter-

prise, there is a tendency to look

only upon the opportunities of the

business itself and the great benefits

to be derived therefrom, disregard-

ing the equally important matters

concerning the formulation of plans

and the adoption of methods for the

successful conduct of the business."

A few months later, Department

Bulletin 236, A System of Accounts

for Farmers Cooperative Elevators

(J. R. Humphrey and W. H. Kerr)

,

was published. A description of

suggested accounting forms for the

use of local farmers' elevators and

samples of the forms were included
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in the bulletin. The text of the bul-

letin ended with this sentence : "If

there is a common knowledge among
the stockholders that the business of

the elevator is being handled in a

competent manner and that details

and statistics regarding it can be

furnished at any time, it will act as

a bond of faith and will secure the

loyalty of the members to their or-

ganization."

Other early publications were
Department Bulletin 225, A System

of Accounting for Cooperative

Fruit Associations (G. A. Nahstoll

and W. H. Kerr) , and Department
Bulletin 371, Patronage Dividends

in Cooperative Grain Companies
( J. E. Humphrey and W. H. Kerr)

.

These were followed by additional

publications on accounting for live-

stock associations, lumber yards,

grain elevators, and country cream-

eries. Yearbook Separate 637, Co-

operative Marketing and Financing

of Marketing Associations (C. E.

Bassett, C. W. Moomaw, and W. H.
Kerr), also appeared in 1915.

A 1915 survey showed 5,424 asso-

ciations with 651,186 memberships
and a volume of business approxi-

mately $636 million. A later re-

port, of the Division of Cooperative

Marketing is authority for the

statement that : "Undoubtedly there

was a larger number of organiza-

tions functioning at this time, but

the reports secured are sufficiently

representative to give a picture of

the distribution of the associations,

the membership and the volume of

business transacted in the various

State and commodity groups."

A publication of the Office of

Markets and Rural Organization

showed the States with the largest

number of farmer cooperatives

were Minnesota, Iowa, Wisconsin,

North Dakota, Nebraska, Illinois,

and Kansas. Minnesota led all the

States in number of membership.
California was first in volume of

business with some $122 million.

Work under a cooperative pur-

chasing and marketing project in

1916 included assistance in organ-

izing and reorganizing associations,

a study of existing State laws on
cooperation, and examination of

proposed laws to encourage
cooperation.

Yearbook Separate 658, The Co-

operative Purchase of Farm Sup-

plies (C. E. Bassett), was issued

during the year. Organization of a

federation of the leading fruit ship-

ping associations and individual

shippers of Washington, Oregon,

Idaho, and Montana also was listed

high among accomplishments in

1916. Members of this federation

shipped approximately 75 percent

of the fruit products of the region.

The staff conducting the project

dealing with market business prac-

tice developed a uniform system of

accounts that was installed by about

350 grain elevators. Moreover, it

provided advice on business meth-

ods and accounting to elevators in

eight States. It also developed a

system of accounts for cooperative

elevators.

About 50 cooperative fruit asso-

ciations were reported using ac-

counting records devised by the

staff. A complete accounting sys-

tem for local fruit associations was

being prepared, and eight coopera-

tives in the State of Washington
were planning to install it. This

system was developed further and

by 1917 was adopted by 18 coopera-

tives in the Pacific Northwest. It

included uniform account sales and

involved a study of the relative

values of the various sizes of apples

in the recognized grades which were

grouped to reduce clerical labor.

Recommendations also were made
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in regard to the general pooling

methods, the closing of pools, and

the treatment of miscellaneous

varieties.

A similar system for livestock

shipping associations had been de-

veloped earlier. The Office of Mar-
kets and Eural Organization also

developed a uniform system of ac-

counts for some 50 cooperative

creameries.

A study was made, in cooperation

with Oregon Agricultural College,

of conditions surrounding the or-

ganization and maintenance of co-

operative stores. The results were
not encouraging, indicating that "as

a general rule, the cooperative store

is an unstable business venture."

To help improve the business meth-

ods of these stores, the Office issued

two publications—Department Bul-

letin 381, Business Practices and
Accounts for Cooperative jStores (J.

A. Bexell and W. H. Kerr), and
Department Bulletin 394, A Survey

of Typical Cooperative Stores in

the United States (J. A. Bexell,

Hector McPherson, and W. H.
Kerr).

Studies of Cooperative
Organization and Operation

The staff provided information on
organization and operation of

farmer mutual insurance companies
and completed a preliminary survey

of farmers' telephone companies
thus reflecting the growing interest

of farmers in service cooperatives.

They also made a more intensive

study of the forms of organization,

methods of financing, and types of

telephone systems used by mutual
companies in four eastern States.

In 1916, the cotton specialists of

the Office of Markets and Rural Or-
ganization reported continuation of

the project dealing with the coop-

erative marketing and handling of

cotton. This was supplemented by
a study of the practice of selling

cotton in the seed.

Farmers' Bulletin 718, Coopera-
tive Live Stock Shipping Associa-

tions (S. W. Doty and L. D. Hall),

was prepared under the project on
marketing livestock.

A preliminary study was made
of a large number of cooperative

dairy marketing organizations.

The Department reported that "the

information obtained indicates that

many have been successful in im-

proving their marketing conditions

and marketing methods."

During the 1917 fiscal year, the

Office continued the work of the

cooperative purchasing and market-

ing project. It published Depart-

ment Bulletin 547, Cooperative

Purcliasing and Marketing Organ-
izations Among Farmers in the

United States (O. B. Jesness and
W. H. Kerr).

A draft of a proposed State co-

operative law was made in coopera-

tion with the Office of the Solicitor

and published in Service and Regu-
latory Announcements No. 20 with

the title, Suggestions for a State

Cooperative Law Designed to Con-

form to Section 6 of the Clayton Act
(C. J. Brand). It supplied plans

for organizing marketing coopera-

tives and reorganizing existing as-

sociations to producers of all kinds

of farm products in various parts

of the United States.

The Office reported that its uni-

form system of accounts for coun-

try creameries was adopted by 50

creameries in the State of Michigan
and numerous requests to install it

came from various parts of the

country. In commenting on need

for this system of accounts, the De-

partment stated that "the general

lack of knowledge regarding the

keeping of books for a business
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which includes manufacturing
problems will give this system of

accounting a prominent place

among the systems devised by this

Bureau."
In further recognition of the im-

portance of sound accounting prac-

tices to cooperatives, two auditing

associations were formed during the

year, one in Xorth Dakota and the

other in Kansas. The Office of Mar-
kets and Rural Organization drew
up model bylaws and in both cases

helped in their organization. The
Auditing Association of Kansas, it

was reported, had 225 members and
both associations were "formed for

the purpose of conducting periodic

audits for all business associations

holding membership, with object of

limiting the annual expense for this

service and of securing comparative
statistics in similar lines of business

operation."

In 1917, too, Yearbook Separate

697, Farmers' Mutual Fire Insur-

ance (Y. N. Yalgren) and Depart-
ment Bulletin 5'30, The Organiza-

tion and Management of a Farmers'
Mutual Fire Insurance Company
(Y. X. Yalgren) indicated further

recognition of importance of service

cooperatives to farmers.

Bureau of Markets

The Office of Markets and Rural
Organization became the Bureau of

Markets on July 1, 1917. Before
the end of the 1917 fiscal year, how-
ever, the United States had entered

"World War I. For the next 2 years

the Bureau directed its efforts

largely to programs required under
the emergency.

Emergency activities greatly ex-

panded the work of the Bureau of

Markets. It was impossible, there-

fore, to build the staff to the point

where all regular work could con-

tinue. Consequently, assistance to

cooperatives was restricted and re-

directed as were many of the regular

projects of the Bureau.

Some work with cooperatives,

however, was continued. This in-

cluded: (1) Assistance on organiza-

tion problems of cooperatives in 25

States; (2) organization studies of

a number of cooperative elevators:

(3) a system of accounting for use

by organizations formed to deal in

farm and household supplies, with
10 organizations making experi-

mental installation of the system:

(4) community canneries, a large

number being established during
the war years, also installing ex-

perimentally a system of records

the Bureau had developed: and (5)

the further study of operation of

credit unions among farmers.

The Bureau published the draft

of a suggested law as Service and
Regulatory Announcement 30, Sug-

gestions for An Act Providing for

Cooperative Credit Associations or

Credit Unions (C. J. Brand).
Field agents of the Department

in marketing extended their work to

27 States during the year. The
function of each agent was to help

coordinate marketing and rural or-

ganization activities of the State in

which he was located. He aided in

cooperative organization work and
in marketing various commodities,

and did extension work to bring to

producers and others results of the

work of the Bureau of Markets and
the State agencies cooperating.

Under the project, cotton han-

dling and marketing, the Bureau
helped organize a farmers' associa-

tion at Sumter, S.C., through which
approximately 15,000 bales of cot-

ton were classed and marketed. It

helped organize growers of long

staple cotton in Mississippi and as-

sisted growers in 14 counties in
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Texas and 2 comities in Oklahoma
in forming associations for growing

one variety of cotton on a commu-
nity basis.

In 1918 the Bureau made a study

of what is said to be the earliest

farmer cooperative trucking asso-

ciation, one located in Harford

County, Md. It published the re-

sults of this study as Farmers' Bul-

letin 1032, Operating a Cooperative

Motor Truck Route (H.S. Yoke).

This described the organization and

operating plans of the cooperative

and made practical suggestions for

organizing such organizations.

As an aftermath of the war, work
in rural cooperation also was lim-

ited in 1919. Studies on rural in-

surance, telephones, and social and
educational activities were trans-

ferred at the end of the year to

the Office of Farm Management.
Some 90 growers in Mississippi

formed a cooperative in 1918, with

the assistance of a representative

of the Bureau, and availed them-

selves of the advantages of market-

ing on the basis of grade and staple.

Studies of the Bureau showed
that the number of marketing and
purchasing cooperatives increased

about 100 percent from 1913 to 1919.

A few larger organizations were
found but the great majority were
comparatively small local associa-

tions. Their total volume of busi-

ness approached $1 billion. In
1919 and the following year the

organization of new marketing and
purchasing cooperatives apparently

reached an all-time high. A total

of 1,614 were reported as organized

in 1919 and 1,779 in 1920.

The report of the Bureau of Mar-
kets for 1919 indicated something of

the extent to which the Bureau had
set aside work with cooperatives

during the war. It further sum-
marized the general attitude of the

Bureau toward cooperatives and
the assistance extended to them

:

The cooperative movement in the

United States has grown very rapidly in

recent years. There are in this country

today approximately 15,000 farmers' or-

ganizations with a membership of ap-

proximately 2 million persons. Almost
all of these organizations will be found

at local markets, but their extension to

terminal and distributing centers in

greater numbers appears to be only a

matter of time. One of the most im-

portant and difficult problems which we
have to solve is how to assist coopera-

tive agencies to educate the business men
of the country so that they will concede

the right of the farmer to enter the mar-
keting field. Many successful business

men are engaged in a number of enter-

prises, few confining themselves to one
field of endeavor, and there appears to

be no valid reason why the farmer should

be denied the same privilege which they

enjoy.

The Bureau of Markets makes general

investigations concerning the status and
progress of cooperation in the United
States and gives, through its experts, ad-

vice and assistance to specific groups of

producers who request help in organizing

and operating cooperative associations.

It does not engage in general propaganda
calculated to induce the formulation of

such associations, but, when it is appar-
ent that cooperative effort is needed to

overcome abuse, remedy inefficiency, or

supply a recognized need, it suggests to

producers the advisability of considering

the formation of a cooperative organiza-

tion, shows them how such organizations

are formed and conducted, and explains

to them the principles that must be ob-

served in order to be successful.

The 15,000 farmer organizations

mentioned in this report apparently
included only marketing and pur-

chasing cooperatives. More com-
plete tallies later showed that the

number was exaggerated. Many
organizations reported were out of

business, some had never operated,

and others were found, on closer ex-

amination, not to be cooperatives.

A new aspect of the Bureau's

work on cooperative problems was
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a study of cooperative marketing of

grain in Western Canada. It was
anticipated that findings would
have application to grain coopera-

tives in the United States. The Bu-
reau also prepared a suggested set

of bylaws for cooperative grain ele-

vator companies. It also prepared

material for short courses for book-

keepers and managers of marketing

agencies, and 195 students were re-

ported as having enrolled in the

courses.

Cooperation with States in mar-

keting work increased. The Bu-
reau during the year cooperated

with 31 States, the largest number
included up to that time. The in-

formation at hand showed its field

agents assisted producers to form
183 marketing organizations and 19

federations of existing organiza-

tions.

One of the most widely used bul-

letins on farmer cooperatives issued

by the Department appeared in the

fall of 1920. This was Farmer's
Bulletin No. 1144, Cooperative

Marketing (O. B. Jesness), a pop-

ular account of the progress and
problems of marketing coopera-

tives. Some 424,000 copies of this

publication were printed and dis-

tributed.

Bureau of Markets and Crop
Estimates

On July 1, 1921, the Bureau of

Markets was consolidated with the

Bureau of Crop Estimates and be-

came known as the Bureau of Mar-
kets and Crop Estimates with H. C.

Taylor as Chief. At that time, too,

the Division of Cooperative Rela-

tions was established under the di-

rection of L. S. Tenney as Assistant

Chief of the Bureau, and made up
of two subdivisions: (1) Research

Studies Relating to Cooperative

Purchasing and Marketing, and

(2) Cooperation with the States in

Marketing Work.
Research in cooperative problems

became the main objective of the

staff. R. H. Elsworth and George
O. Gatlin, originally employed to

supervise the work of the State

agents in marketing, had already

shifted to work with cooperatives.

Mr. Elsworth undertook a nation-

wide survey of farmer cooperatives,

the beginning of the annual survey

still conducted. Mr. Gatlin's in-

terest was mainly in cotton and to-

bacco, and he subsequently became
the author of a bulletin on the co-

operative marketing of cotton.

A. W. McKay studied the coopera-

tive marketing of Vermont maple-
sap products. The Vermont ex-

periment station published the

findings.

In a study of marketing Corn
Belt livestock, data were obtained

from 219 organizations that shipped
livestock on a cooperative basis as

well as from 37 local buyers and
27 producers who shipped their own
stock independently. The coopera-

tive agencies which contributed in-

formation shipped more than $22
million worth of livestock during
1921.

The Bureau of Markets and Crop
Estimates reported cooperation

with the States in marketing work
for the last time in 1922. The Of-
fice of Farmers' Cooperative Exten-

sion Work—now Federal Extension

Service—s ucceeded the States

Relations Service and took over

responsibility for this work the

following year.

The Bureau cooperated with 33

States in the conduct of marketing
work during that year. It carried

on research dealing with costs of

marketing, methods of marketing,

and cooperative marketing in co-
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Early metal tanks for transporting milk by motor trucks and trailers. One of the 7 922
USDA studies concerned operations and organization of milk marketing cooperatives.

operation with State agencies and
with other divisions of the Bureau.

It also studied local marketing
problems in a number of States.

The Office of Farm Management
and Farm Economics reported for

the same year on the work in rural

cooperation transferred to the Of-
fice earlier from the Bureau of

Markets. The Office completed a

study of cooperative short-time

credit through local credit associa-

tions and published it as Depart-
ment Circular 197, The Credit As-
sociation as an Agency for Rural
Short-Time Credit (Y. N. Yalgren
and E. E. Engelbert). It assisted

a number of local farmer mutual
insurance companies in reorganiz-

ing and improving their method of

business.

In 1922 the staff completed a

study of operation and form of or-

ganization of 15 producers' coopera-

tive milk-marketing associations

and results were later published as

Department Bulletin 1095, Pro-

ducers Cooperative Milk-Distribut-

ing. Plants (O. B. Jesness, W. H.
Barber, and A. Y. Swarthout).

The Cotton Division reported

that it had studied the operations of

the Oklahoma Cotton Growers' As-
sociation during the whole of its

first season. It also reported that

during the preceding year, 30 com-
munities had formed organizations

for marketing their cotton. Over
110,000 bales were classed.

As a result of the spreading agri-

cultural depression, a joint Com-
mittee on Agricultural Inquiry,

made up of members of the House
and Senate, held extensive hearings

during 1921, and made a report of

its findings early in 1922. Out of

this inquiry came an Act providing

for a representative of agriculture

on the Federal Reserve Board.

The Capper-Yolstead Act, the

Grain Futures Act, and other legis-

lation designed to assist agriculture

grew out of the inquiry of the joint

committee,
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Enactment of the Capper-Vol-

stead Act was a development of

significant Importance to coopera-

tives. It was signed into law by the

President on February IS, 1922, and
supplemented the Clayton Amend-
ment to the Anti-Trust Act by

specifically permitting fanners to

act together in associations without

clanger of prosecution under anti-

trust statutes.

A statement concerning the Act

was prepared by L. S. Hulbert of

the stall' for the information of

those who might he interested in

the scope of the legislation. Sev-

eral thousand associat ions, at the re-

quest of their officers, received

copies of the statement. The Act
frequently has been called the bill

of rights for farmer cooperatives.

Its adoption was urged by all co-

operative leaders. It does not pro-

vide for Federal incorporation, but

defines explicitly the conditions an

association must meet to be con-

sidered cooperat ive.

The post-World War 1 period

and the ensuing depression pro-

foundly a fleeted the future of co-

operatives. Many longstanding-

cooperatives went out of business

for a variety of reasons, high inven-

tories and uncollectible accounts

being prominent among them. In

addition, almost 1,800 associations

reported 1920 as the year of organ-

ization, but many of these never

operated. In fact, information as-

sembled by the Department showed
that 400 or more cooperatives dis-

cont inued operations each year over

President Harding signing the Capper-Volstead Cooperative Marketing Law, February 18, 1922,

witnessed by authors of the bill and representatives of Farmers' Union, American Farm Bureau,

the Grange, and National Board of Farm Organizations.
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a period of 14 years from 1922 to

1935. Not all of these by any means
were failures.

This period, and earlier, wit-

nessed the organization of the first

regional purchasing cooperatives.

Eastern States Farmers 7 Exchange,
Springfield, Mass., was incorpo-

rated in 1918, the Cooperative

Grange League Federation
(G.L.F.) Exchange, Ithaca, X.Y.,

in 1920, and Missouri Farmers As-
sociation, Columbia, in 1917.

Several associations affiliated

with general farm organizations

also had their beginnings before

1922. These included Farmers Un-

ion State Exchange, Omaha, Nebr.,

in 1914; Indiana Farm Bureau Co-

operative Association, Inc., in 1920;

and Michigan Farm Bureau Sup-
ply Service in 1919.

The American Farm Bureau Fed-
eration, the most recent of the gen-

eral farm organizations to be set

up, came into existence in 1919.

The Federation began with the

avowed purpose of extending "co-

operative marketing of farm crops

to that point in the distribution sys-

tem where the maximum benefits are

secured from the producer and con-

sumer." It has sponsored a large

number of cooperatives.

Bureau of Agricultural Economics (1922-1929)

THE Bureau of Agricultural Eco-

nomics (BAE) came into being

on July 1, 1922, as a result of con-

solidating the Bureau of Markets
and Crop Estimates and the Office

of Farm Management and Farm
Economics. For the next 7 years,

research and advisory services for

farmer cooperatives centered in

this Bureau.

For the first time, direct assist-

ance to farmer cooperatives gained
division status as the Division of

Agricultural Cooperation. It con-

tinued as such until 1926 when, as a

result of the passage of the Cooper-
ative Marketing Act, it became
known as the Division of Coopera-
tive Marketing. The Division re-

mained in existence for another 3

years when work with cooperatives

was taken over by the Federal Farm
Board. The work of these two Di-
visions is now examined in detail.

The Division of Agricultural

Cooperation

Work with cooperatives was con-

tinued and expanded in the Divi-

sion of Agricultural Cooperation.

Three main projects or areas of

work with their respective leaders

were: Economics of cooperation,

A. W. McKay ; statistics of coopera-

tion, R. H. Elsworth; and legal

phases of cooperation, L. S. Hul-
bert. These three pioneers in coop-

erative work devoted over 80 years

in their professional careers with

the Federal Government to helping

farmers build improved business

organizations.

Publication of Department Bul-

letin No. 1106, Legal Phases of

Cooperative Associations (L. S.

Hulbert ), which appeared in Octo-

ber 1922, was a basic contribution

of that year. This bulletin pro-

vided the first extensive discussion

of legal problems that arose in the

organization and operation of co-

operatives. It has been revised and

extended several times—the last

time in 1958 as Legal Phases of

Farmer Cooperatives (R. J. Misch-

ler), FCS Bulletin 10.
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This is a photograph, taken some years ago, of one of the more than 200 orange packinghouses
in California, owned and operated by grower-members of the then California Fruit Growers
Exchange {now Sunkist Growers). USDA made its first comprehensive study of this Exchange
in 1922.

Work undertaken during 1922 in-

cluded a comprehensive study of

the California Fruit Growers Ex-
change. Two published bulletins

resulted from this study. The first,

Department Bulletin No. 1237, Or-
ganization and Development of a

Cooperative Citrus-Fruit Market-
ing Agency (A. W. McKay and W.
Mackenzie Stevens), discussed the

marketing difficulties that led to or-

ganization of the Exchange about 30

years earlier and the economic
factors affecting its development.

This report has been revised three

times—the last time in 1960—and
lias been widely used to illustrate

how a successful cooperative de-

veloped and operated.

The second. Department Bulletin

Xo. 1201, Operating Method* and
Expenses of Cooperative Citrus-

Fruit Marketing Agencies (A. W.

McKay and W. Mackenzie Stevens)

,

analyzed operating methods and

costs of packing oranges and lemons

by the federated local associations.

Somewhat earlier the Department
published Bulletin Xo. 1109, Sales

Methods and Policies of a Growers^

National Marketing Agency ( Asher
Hobson and J. B. Chaney). It de-

scribed the economic factors leading

to organization of the American
Cranberry Exchange, its operations

and sales policies.

This bulletin and the two on the

California Fruit Growers Exchange
for the first time employed case

studies of individual organizations

to develop the principles and prac-

tices of successful cooperatives.

Less detailed surveys were made
of other cooperatives, including the

Dark Tobacco Association, the

Dairymen's League Cooperative As-
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sociation, and the New England
Milk Producers. At the same time,

the staff studied the factors that had
caused cooperatives to discontinue

operations. When this study was
completed in 1924, records of ap-

proximately 1.050 such organiza-

tions had been obtained. Xot more
than 20 percent of the total number
involved a loss to creditors and
could be classed as failures in the

accepted sense of that term.

The Division staff began studies

of cooperation abroad. A year later,

it published Department Bulletin

Xo. 1266, Agricultural Cooperation

in Denmark (Chris L. Christensen )

.

It described and analyzed coopera-

tives in Denmark and their influence

on that country's agriculture.

The Division staff extended help

in organizing cooperatives in sev-

eral States by personal field con-

sultations, by correspondence, or by
conferences in Washington. For ex-

ample, two members met with the

board of directors of Minnesota Co-

operative Creameries. Inc.. Min-
neapolis (later Land O'Lakes
Creameries, Inc.), and made sug-

gestions, based on a study of the

association's problems regarding re-

organization and marketing.

In January 1923, the Division be-

gan the publication semimonthly of

a mimeographed circular with the

title, Agricultural Cooperation.

This publication, which had a mail-

ing distribution of 3,000 by 1925,

continued until 1929. It contained

information on the activities of

farmer cooperatives, with occasional

brief articles on current research by
members of the staff. L. S. Hulbert
first prepared his summary of cases

and decisions affecting cooperatives

for this circular.

Xew research work in the Divi-

sion in fiscal 1924 included a study
of the organization problems and

marketing practices of fruit and
vegetable associations in the United
States. In the course of this study,

the staff analyzed data collected

from 1,232 cooperatives marketing

fruits and vegetables.

The Division began a study of

the organization and operation of

cooperative grain elevators in

Xorth Dakota in cooperation with

the State agricultural experiment

station. It also studied some 200

elevators, a portion of them known
to be operating successfully and a

portion in financial difficulties.

At the request of several growers,

a survey was made in cooperation

with the Xorth Carolina Bureau of

Markets and Agricultural College,

on methods of handling strawber-

ries locally and marketing methods

of local and terminal markets.

Recommendations evaluating the

possibilities of organizing discour-

aged formation of a cooperative at

that time.

On request the Division made a

detailed study of membership prob-

lems of large centralized coopera-

tive associations marketing tobacco.

The Kentucky Experiment Station

cooperated in this study. The hope

was expressed that it would lead to

a more complete understanding of

these problems and that it would

form the basis for a practical mem-
bership program by cooperatives.

During fiscal 1924, the Division

prepared a summary of agricultural

cooperation in the United States.

Department Bulletin Xo. 1302, De-
velopment wnd Present Status of

Farmers* Cooperative Business Or-

gardzatixjns. Another publication

of the year was a bibliography of

cooperative purchasing, marketing,

and credit, Miscellaneous Circular

Xo. 11, Agricultural Cooperation,:

A Selected and Annotated Reading
List (Chastina Gardner).

627368 O - 62 - 4 21



From time to time, other Divi-

sions of the Bureau—notably the

Division of Dairy and Poultry

Products and the Division of Fruits

and Vegetables—conducted work
that supplemented the specific

studies of cooperatives.

In June 1924, Chris L. Christen-

sen was placed in charge of the

Division of Agricultural Coopera-

tion. The Division began a study

of management and operating costs

of cooperative cotton gins during
the year in cooperation with the

agricultural colleges of North Caro-

lina, and Texas. The Division con-

ducted a survey of cooperatives in

California in cooperation with the

University of California. It also

made a general study of the coop-

erative marketing of cotton.

The study of cooperative eleva-

tors in North Dakota expanded to

include Minnesota to develop the

factors that affected the efficient

management of farmers' elevators

in the spring-wheat region. De-
partment Bulletin No. 1414, Man-
agement Problems of Cooperative

Associations Marketing Fruits and
Vegetables (A. W. McKay and W.
J. Kuhrt), was completed.

The Division received reports

from more than 10,500 active asso-

ciations and on the basis of the in-

formation obtained, it issued pre-

liminary mimeographed reports

summarizing these statistics of

cooperation.

The work on accounts and busi-

ness practices became immediately
popular. The demand for such
service, it was reported, was greater

than could be met in the immediate
future. A Division study of the

Western New York Fruit Growers
Packing Association, presented a

comprehensive report to the board
of directors, and made a summary
available to each member. The as-

sociation directors adopted the ma-
jor suggestions made.

Service and educational activities

of the Division were increasing. It

studied the possibility of marketing
Mississippi truck crops coopera-

tively. The report made to a com-
mittee of growers and businessmen
in the area did not favor organiza-

tion at that time.

In 1925, the Division released two
of the first motion pictures dealing
with farmer cooperatives. These
were Cooperative Marketing—Cot-
ton and Cooperative Marketing—
Tobacco.

Members of the staff also partici-

pated in a number of meetings with
farmers and extension agents. At
such meetings problems of coopera-

tives and the limitations and possi-

bilities of cooperation were dis-

cussed. The responsibility of the

member toward his cooperative was
emphasized. It was reported that

an important feature of the service

work of the Division was to bring
to the attention of associations the

information and services available

in other divisions of the Bureau.
Another feature of work during

1925 was that members of the staff

conferred with income-tax officials

through the year and formulated
statements to help clear up misun-
derstandings regarding the pay-
ment of Federal income tax.

In 1925, the last year that H. C.

Taylor was Chief of the Bureau of

Agricultural Economics, he re-

ported as follows on work with

farmer cooperatives:

Through close contacts with active or-

ganizations, information has been ob-

tained concerning methods of operation

and the results of various experiences

which makes it possible for bureau

workers to advise groups of farmers as

to the probable difficulties to be met and
what methods have been most success-

fully used in meeting them.
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During 1926 the Division com-

pleted and published Department

Bulletin No. 1392, Cooperative Mar-

keting of Cotton (G. O. Gatlin), a

study of the conditions in the mar-

keting of cotton leading to the or-

ganization of the influential cotton

marketing associations. The staff

also made studies of the operating

costs and practices of cotton gins in

Texas and Oklahoma and in North

Carolina in cooperation with the

Agricultural College in the latter

State.

The Division continued the study

of operations in cooperative eleva-

tors in North Dakota and Minne-

sota, obtaining data regarding

hedging operations and storage

practices. The study showed that

variations in protein content of

wheat produced in the same commu-
nity were sufficient to make an aver-

age unreliable as a guide to market

value.

The Division also undertook a

study of the organization, operating

methods, and problems of coopera-

tive livestock associations, including

both the local shipping associations

and the terminal cooperative com-
mission firms. Special problems in

livestock marketing had resulted

from development of direct ship-

ment and sale to packers and con-

solidation of local shipping associa-

tions into county or regional co-

operatives. Results of this study

were later published as Technical

Bulletin No. 57, Cooperative Mar-
keting of Livestock in the United
States by Terminal Associations

(C. G. Randell).

Work in cooperative business

analysis during the year included a

report to the board of directors of

the Staple Cotton Cooperative As-
sociation, Greenwood, Miss. This
report later appeared as Depart-
ment Circular No. 397, Farmers'' Co-
operative Business Study, The
Staple Cooperative Association (A.

V. Swarthout).

An extended study of the joint

marketing relations of two large

California cooperatives marketing

In this picture, taken about 1926, are members of the Division of Agricultural Cooperation Staff.

In the front row, from left, are: R. H. Elsworth, Jack Booth, Kelsey B. Gardner, B. B. Derrick, Chris

Christensen, Andrew W. McKay, H. M. Bain, Hutzel Metzger, and Leon Morales. In the second

row, from left, are a staff messenger, John Lister, John Scanlan, George Gatfin, C. G. Randell,

L. S. Hulbert, J. W. Jones, H. F. Buchanan, and A. V. Swarthout.
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citrus and deciduous fruit resulted

in a report to the directors in 1926

and publication of Department Cir-

cular Xo. 10, Joint Use of a Sales

Organization by Two Cooperative

Associations (Kelsey B. Gardner).

BAE's report for 1926 included

the following remarks regarding the

purpose of studies of individual as-

sociations :

The object in conducting analysis of

the business of individual associations is

primarily to accumulate a sufficient num-
ber of cases to set up operating: ratios

and standards for cooperatives handling

various commodities, and to study by a

case system the economics of cooperative

marketing. The development of meth-
ods that will enable the cooperatives to

study their own problems is also a valu-

able service.

During 1926, members of the Di-

vision staff took part in a number
of cooperative schools held at agri-

cultural colleges in several States.

Lasting 2 or 3 days, these schools

were designed to improve member-
ship understanding and business

management. Those who attended

were chiefly members, directors, and
managers of cooperatives. Exten-

sion officials and agricultural econ-

omists at the colleges actively par-

ticipated. The staff completed a

third motion picture, Cooperative

Marketing of Eggs. The Division

also announced publication of

Farmers' Bulletin 1502, Coopera-

tive Livestock Shipping Associa-

tions.

During this 4-year period, 1922

to 1926, the Division of Agricultural

Cooperation made substantial
progress. It began systematic eco-

nomic research on problems of co-

operatives. It collected annually

for the first time figures on the

number, membership, and volume
of business of marketing and pur-

chasing cooperatives. It began the

first studies of membership prob-

lems, and case studies and analysis

of cooperative organization and
operation pointed the way toward
improved business practices.

The number of cooperatives re-

porting to the Division for fiscal

year 1925 was 10,803, practically

twice those reported in 1915. Total

membership was estimated at 2.7

million and volume of business at

$2.4 billion, an increase of approxi-

mately 280 percent above the 1915

figure.

Information obtained by the Di-

vision, however, indicated that the

cotton, wheat, and tobacco coopera-

tives formed in the early 1920's

were losing volume. Six of 15

wheat pools organized between 1921

and 1924 were out of business by
1925. Fifteen cotton associations

received almost 1.5 million bales, or

9.1 percent, of the 1925 crop. Two
years later, 14 associations received

some 823,000 bales of cotton, or 6.4

percent of the crop.

The growth of livestock coopera-

tives in the terminal markets gave

rise to optimism among leading pro-

ducers. In 1925, Division studies

showed that 26 such associations

sold over 11 million animals in these

markets. In 1920 they had handled

less than 755,000 and in 1917, when
the first of these associations came
into existence, less than 100,000.

On the subject of livestock mar-

keting, the Federal Trade Commis-
sion reported: "The success of co-

operative shipping to terminal mar-

kets, the questionable practices on

the part of private commission

firms, and what appeared to be un-

duly high commission charges, en-

couraged livestock producers to

carry the cooperative principle a

step further and to set up in these

markets their own commission asso-

ciations to sell to packers and order

buyers."'
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Some indication of cooperative

growth is shown by a statement in

the 1928 report of the Division

:

Among the active organizations in 1925

were about 200 which rank as large-scale

associations. All of these served the

producers of large areas and most of the

associations performed more of the mar-
keting functions than are generally at-

tempted by local associations serving the

producers of only a single community or

shipping point. About 50 of these large

organizations were federations of local

units.

Formation of two national coop-

erative organizations during this

period had an important bearing on

the future strength and stability of

farmer cooperatives.

One was the National Council of

Farmers' Cooperative Marketing
Associations, first formed in 1922,

with headquarters in Chicago. It

was reorganized in 1929 under the

name of the National Cooperative

Council, and is now the National

Council of Farmer Cooperatives.

The second was the American In-

stitute of Cooperation, established

in 1925. It reflected the desire of

many cooperative and educational

leaders to learn more about the prin-

ciples and practices of cooperation.

The organization of the Institute

had the sympathetic encouragement
of Secretary Jardine and H. C.

Taylor, but it was set up and has
continued to be supported by farm-
er cooperatives. Since its early

days, the Institute and the staff of

the Department of Agriculture
serving cooperatives have worked
together closely in their educational

activities.

Formal research and advisory
service to farmer cooperatives by
the Department of Agriculture up
to 1926 had covered a period of 14

years. Marketing and purchasing
federations and centralized coopera-

tives were growing and this growth

brought newT problems. Farmers
whose farm records were of the sim-

plest found themselves, as directors,

responsible for large organizations

whose business demanded compre-

hensive and complex accounting sys-

tems. Legal, financial, and market-

ing questions and problems of

member and public relations all

added to the heavy responsibilities

of many men who were undertaking

new and strange duties.

The Division of Cooperative

Marketing

Many farm leaders expressed

their desire during the 1925-26 fis-

cal year to have work with coopera-

tives placed on a permanent basis

through a special Act of Congress.

In this effort they had the sympa-
thetic and aggressive cooperation of

Secretary of Agriculture Jardine.
Several conferences were held

with cooperative leaders late in 1925

and in 1926. They resulted in the

preparation of a bill which after ap-

proval by the President became the

Cooperative Marketing Act. By
its passage, "helping farmers to

help themselves" became national

policy.

At hearings on the bill creating

a special division to serve coopera-

tives, held early in 1926, Secretary

Jardine presented a letter ad-

dressed to him by 33 leaders of co-

operatives wTho were his advisors in

drafting the bill. The first and
third paragraphs of this letter

were

:

The undersigned, representing farm-

ers' cooperative marketing organizations,

have been called into conference by you

to consider ways and means for extend-

ing the services of the Department of

Agriculture to cooperative marketing.

After careful and earnest consideration

of many measures and proposals, we are

of the opinion that this can best be done
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at this time by establishing a division of

cooperative marketing in your depart-

ment and equipping it with the means
to give information, counsel and guid-

ance to farmers on cooperative market-

ing, in harmony with its traditional pol-

icy of service without domination. . . .

Such a division wisely administered

will be of great service to the coopera-

tive marketing movement and the public

welfare. It will be able to render to

cooperatives the kind of aid most needed
by them without in any way impairing

their own initiative and responsibility.

These statements are of interest

to students of agricultural coopera-

tion. First, cooperative marketing
is emphasized to the exclusion of co-

operative purchasing. Although
13 years earlier the Office of Mar-
kets boldly established a project on
cooperative purchasing and market-

ing, this law was strictly a Cooper-

ative Marketing Act, and the name
of the Division was changed ac-

cordingly to the Division of Co-
operative Marketing.

The main reason for this change
was discussed in conferences of the

cooperative group held in the office

of the Secretary. A few wanted
the name, Division of Agricultural

Cooperation, retained. The major-

ity pointed out that antagonism of

the competitive trade to farmer
marketing cooperatives was subsid-

ing, while strong prejudice against

the more recently developing pur-

chasing associations still continued.

By way of compromise the term
marketing was broadened in the bill

to include "processing, warehous-
ing, manufacturing, storage, the co-

operative purchasing of farm sup-

plies, credit, financing, insurance,

and other cooperative activities."

The interest of the cooperatives

in having the Department aid them,

"in harmony with its traditional

policy without domination," also

is noteworthy. This expression

stemmed mainly from a bill intro-

duced in Congress a year earlier

which provided for auditing and is-

suing licenses to approved coopera-
tives. It was not supported by the
Department or the cooperatives and
was defeated.

The Cooperative Marketing Act
enlarged and strengthened the work
of the Division with marketing co-

operatives. For the first time,

work was separated into distinct

units. The Division employed ad-

ditional specialists, including Hut-
zel Metzger, daily products; C. G.
Randell, livestock and wool; and
John J. Scanlan, business methods.
The following already were on the

staff : J. F. Booth and W. J. Kuhrt,
grain; George O. Gatlin, cotton-

tobacco; A. W. McKay, fruits and
vegetables; J. F. Walker, wool-
foreign study; A. V. Swarthout
and Kelsey B. Gardner, business

methods ; L. S. Hulbert and H. M.
Bain, legal phases; J. W. Jones,

membership relations; B. B. Der-
rick, education; and R. H. Els-

worth, statistics and history. The
Division expanded business studies

of individual associations and in-

tensified research in membership
relations.

On request of prune growers and
their cooperatives, the Division

completed an economic study of the

prune industry of the Pacific

Northwest. The New York Food
Research Council cooperated in this

study.

The Division also undertook re-

search dealing with the cooperative

marketing of dairy products, live-

stock, wool, cotton, and tobacco.

For example, it studied the organi-

zation structure and operating

problems of a group of 12 coopera-

tive cotton gins in northwest Texas

and the development of cooperative

cotton gins in Georgia as subsidiary
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or associated units of the Georgia

Cooperative Cotton Growers Asso-

ciation.

The Division continued studies of

membership relations problems of

centralized marketing cooperatives.

These resulted in the publication in

1927 of Department Circular No.

407, Membership Relations of Co-

operative Associations {Cotton and
Tobacco) (J. W. Jones and O. B.

Jesness).

Another research project under-

taken during the 1927 fiscal year

was a study of 41 cooperative petro-

leum associations that were active

in 1925, 39 of them located in

Minnesota and 2 in adjacent terri-

tory. Results of this study were
published in 1929 as Circular No.

80, Organization and Management
Problems of Cooperative Oil Asso-
ciations in Minnesota (R. K. Froker
and H. Bruce Price).

The Division's report for fiscal

1927 stated that the "phase of the
research program dealing with de-

tailed critical studies and analysis

of individual cooperative associa-

tions is yielding most encouraging
results and is commanding great in-

terest among cooperative officials

and directors." Several studies of
this kind were initiated or con-

tinued.

This report mentioned service

and advisory activities directly by
the Division for the first time. It

stated: "In response to requests

made personally, by mail, or by
wire, by farmers and cooperative
associations, the Division is con-
stantly furnishing information and
advice with respect to the organiza-
tion, management, and operation of
cooperative associations."

The report of the Division of Co-
operative Marketing for fiscal year
1928 noted that more progress in

agricultural cooperation had been
made during the previous 10 years

than during any period in Ameri-
can agriculture.

Not only had the number of asso-

ciations, number of members, and
volume of business increased rap-

idly, but the report stated, "There
also has been noticeable progress in

the improvement of the legal status

of cooperatives, in organization set-

up, operating technique, and busi-

ness efficiency. . . . The develop-

ment of the large-scale marketing

and purchasing associations is a sig-

nificant feature of the cooperative

movement in the last decade.

There are now several farmers' ag-

ricultural cooperatives each of

which sells annually farm products

valued at $50 million or more, and
more than 100 associations are in

the $1 million group."

The Division also completed a

study, made at the request of 25

dairy cooperatives in New England,
of the economic factors involved in

marketing milk and cream in that

region. The study emphasized the

need of coordination in the New
England milk industry in produc-

tion, assembling, converting, ship-

ping, and city distribution. It rec-

ommended effective cooperative

organizations, built upon a firm

foundation of ably managed coun-

try plants.

The Division completed a study

of the terminal livestock commission
associations and collected informa-

tion for a study of the organization,

operations, and accomplishments of

local livestock shipping associa-

tions. The Department released a

motion picture on livestock market-

ing cooperatives and a series of

slides on feeder cattle and lamb
pools.

Results of a study to acquire in-

formation that could be applied to

cooperative marketing of wool in

the United States, requested by 30
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cooperatives marketing wool, ap-

peared in 1929.

The Division's staff made a

study of outlets and demand for

honey in cooperation with New
York State College of Agriculture.

One conclusion was that further de-

velopment of cooperative marketing

among beekeepers was necessary to

meet the market situation effec-

tively.

Business analysis studies were
completed of the Poultry Producers

of Central California, San Fran-

cisco, and the Producers Live Stock

Commission Association at East St.

Louis, 111. The first of these studies

included a complete analysis of the

Xew York egg market and of the

interdependence of this and other

large markets. A suggested pro-

gram of research was prepared for

the National Livestock Producers
Association, Chicago, 111., at the re-

quest of its board of directors.

During the year, the Division began
a study to determine the causes of

failure of the Tri-State Tobacco
Growers Cooperative Association,

Raleigh, N.C. Findings were pub-
lished in 1929 as Technical Circular

Xo. 100, Business Analysis of the

Tobacco Growers Cooperative Asso-

ciation (John J. Scanlan and J. M.
Tinley).

_

The Division staff expanded its

work in member relations. It coop-

erated with Ohio State University
and Cornell University. It con-

tinued studies of four large coop-

eratives marketing fluid milk. Out
of this study came an educational

program for members developed to

cooperate with extension employees
of Ohio State University and offi-

cers of two Ohio associations. The
Division developed similar educa-

tional programs in detail for mem-
bers of milk marketing associations

with headquarters in New York
City and Philadelphia.

The Division also made member-
ship relations studies during 1927-

28 of livestock shipping associations

in Illinois and Missouri; of Cali-

fornia Prune and Apricot Growers
Association, San Jose; and of

Pacific Cooperative Wool Growers
Association, Portland, Oreg.

Examples of service assistance

provided by the staff were: (1)

Preparation and presentation of a

plan for federating apple market-

ing associations in Massachusetts;

(2) a survey of marketing condi-

tions and development of a plan of

organization that led to the forma-

tion of the Mountain States Honey
Producers' Association, Boise,

Idaho; (3) preparation of contracts

and assistance in grades and classifi-

cation for feeder pools of terminal

livestock marketing cooperatives

;

and (4) preparation, at the request

of the associations, of a standard set

of bylaws for farmers' elevators.

In fiscal 1928 the Division coop-

erated in short-term schools of co-

operative marketing in eight States.

Average attendance at these schools

was 150. It also cooperated with

the Colorado extension service and
the State Board of Vocational Agri-

culture in a series of 10-day schools,

or cooperative marketing confer-

ences, for farm people.

During 1928, the Division issued

Technical Bulletin No. 40, Agricul-

tural Cooperative Associations,

Marketing and Purchasing, 1925

(R. H. Elsworth). This bulletin

summarized the number, member-
ship, and volume of business of

11,400 active cooperatives of which

the Division had records. The num-
ber of memberships was approxi-

mately 3 million. With allowance

for duplications, it was estimated

that marketing and purchasing co-

operatives were serving more than

2 million farmers.
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The report of the Division for the

1929 fiscal year emphasized the in-

creasing demand for assisstance of

a service nature. It stated : "Many
large cooperatives now make it a

practice to consult the Division be-

fore initiating or modifying any
major policies. . . . The trend to-

ward centralization of sales and the

federation of several cooperative

units also creates demand for as-

sistance in developing organization

plans. . . . Approximately 60 per-

cent of the work carried on by the

Division at present may be classed

as research and it is highly desirable

that this ratio should be main-
tained."

During the year, the Division is-

sued a report on grain market-
ing cooperatives. This publication

proved valuable in providing in-

formation on termin'al grain mar-
keting and started action leading to

the organization of Farmers Na-
tional Grain Corporation the fol-

lowing year as it brought together

for the first time information on
all phases of cooperative grain mar-
keting. A study of grain marketing
in Canada was of particular inter-

est to grain cooperatives because of

failure in the United States to es-

tablish cooperative marketing of
grain on a national scale. Tech-
nical Bulletin No. 63, Cooperative
Marketing of Grain in Western
Canada (J. F. Booth), was issued.

Staff members working with
dairy cooperatives studied organ-
ization methods and analyzed fac-

tors affecting the operations of rep-

resentative fluid-milk marketing co-

operatives. They studied 200 cheese
factories in Wisconsin to determine
their costs and methods of opera-
tion. This study also covered shifts

of the cheese industry within the
State because of the expansion of
the Chicago milkshed and increased

shipment of cream to eastern mar-
kets.

Members of the Division staff con-

ferred in Memphis, Tenn., with rep-

resentatives of the 14 regional cot-

ton cooperatives and the agricul-

tural colleges of the district. The
cotton associations requested a com-
prehensive analysis of the historical

development, accomplishments and
shortcomings, policies and practices

of each cotton cooperative. The fol-

lowing report of action taken ap-

peared in the report of the Division

for 1929

:

A broad program of research has been
undertaken in response to this request,

covering (1) a detailed analysis of the

policies and functional operations of each
association; (2) membership studies for

the purpose of analyzing the attitude of

members, nonmembers and opinion-mak-
ing agencies as to services rendered by
and expected of the associations; (3) a

study of cooperative processing, espe-

cially ginning and oil milling as practiced

by cotton cooperatives through subsidiary

corporations; (4) an analysis of the op-

erations of subsidiary finance corpora-

tions engaged in making production loans

to members; and (5) an analysis of the

experiences of the associations in pur-

chasing production supplies as well as an
investigation of the economic opportunity

for expansion in this field by cotton

cooperatives.

The staff during the year contin-

ued and initiated extensive business

analysis studies of several coopera-

tives. It reported that findings of

a business analysis of the Rice

Growers Association of California,

Sacramento, were put into opera-

tion for rice producers of Texas and
Louisiana through the American
Rice Growers Cooperative Associa-

tion, Lake Charles, La. The Divi-

sion made a study of the latter as-

sociation which adopted and put

into practice recommendations in

marketing the 1928 crop. As one

result of the Division's research, the

Bureau of Agricultural Economics
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established a rough rice grading

laboratory and a comprehensive

market news service for rough rice.

Other studies of this kind in-

cluded one of the Hastings Potato

Growers Association, Hastings, Fla.

The membership phase of this study

covered interviews with 10 percent

of the members to determine their

attitudes toward the cooperative

and their opinions regarding its

operation and management. A re-

port was made to the association's

board of directors. The Division

made a similar study of the Wash-
ington Shipping Association,

Washington, Ind. At the request

of its directors and the Utah State

Agricultural College, the Division

also undertook a complete survey

and analysis of the Utah Poultry

Producers Cooperative Association,

Salt Lake City, Utah.

The Division began three studies

of membership relations, two of

which it completed during fiscal

year 1929. It reported to the direc-

tors of the California Walnut
Growers Association, Los Angeles,
the results of a study made of its

operations. The California Prune
and Apricot Growers Association,

(now Sunsweet Growers), San
Jose, used results of a Division
study of its operations in an educa-
tional campaign preliminary to re-

organization. The Division also

cooperated in eight member rela-

tions schools in 1929. It prepared
articles on request from newspapers,
farm papers, and magazines.
The Division of Farm Popula-

tion and Rural Life in the Bureau
of Agricultural Economics had be-

come interested in social factors

involved in the cooperative market-
ing of farm products. The Division

of Cooperative Marketing assisted

in these projects. A study of social

problems in the cooperative market-
ing of potatoes on the Eastern
Shore of Maryland and Virginia

Here is an electric power elevator for potatoes. The Hastings Potato Growers Association,

organized in July 1922, was the subject of one of the early membership studies by the Department.
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Early scene at the California Prune and Apricot Growers Association (now Sunsweet Growers),

San Jose, which used results of a Division of Cooperative Marketing study of its operations in

an educational campaign preliminary to reorganization.

showed the need for accurate and
adequate information for members.

Studies made of the cooperative

marketing of cotton in North Caro-

lina and Alabama indicated that

where community life and social ac-

tivities were strong and effective,

cooperation in marketing was
strong and effective.

The cooperative situation at the

end of this period was mixed. Mem-
berships in fiscal 1929 had increased

to 3.1 million, up 400,000 from 1925.

Volume of business, however, was
$2.5 billion, only $100 million more
than 5 years earlier. There was a

wide variation in gains and losses

between commodities.

Memberships in the cotton asso-

ciations were 150,000 in fiscal 1929

compared with 300,000 in 1925, re-

flecting a heavy membership defec-

tion in the regional associations.

Their volume of business was down
$40 million. The membership of

cooperatives marketing dairy prod-

ucts, on the other hand, was 190,000

more than in 1925, and volume of

business was up $145 million. Grain
cooperatives for the 5-year period

showed an increase of 290,000 in

their membership but a loss of $60

million in their volume of business.

The industrial prosperity, which
came to an end in the crash of 1929,

had not carried over into agricul-

ture. Many plans were developed

for stabilizing prices of farm prod-

ucts. The McNary-Haugen bill,

providing for disposal abroad of

surplus farm products, had been

passed by Congress but vetoed by

the President. The self-help pro-

gram of cooperatives appeared the

only acceptable alternative.

For that reason the spotlight

turned on the work of the Division

of Cooperative Marketing more in-

tensely than at any earlier period.

The Division's staff held many con-

ferences with farm leaders and re-

ceived many voluntary suggestions

from other sources regarding means

of making agricultural cooperation

more effective nationally.
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The Federal Farm Board and Cooperatives (1929-1933)

THE Division of Cooperative

Marketing was transferred by
Executive order from the Depart-

ment of Agriculture to the Federal

Farm Board on October 1, 1929. At
that time the Board had been in

existence a little more than 2 months
and several members of the Division

staff already were devoting full

time to its problems. Chris L.

Christensen became Secretary of the

Board. A. W. McKay, Chief of the

Division, and Hutzel Metzger, As-

sistant Chief.

Under this Act, the Board had
the task of encouraging the organ-

ization of farmers into effective co-

operatives and of promoting "the

establishment and financing'' of

farmer-owned and -controlled coop-

eratives. In addition it was as-

signed responsibility to assist in pre-

venting and controlling surpluses of

any agricultural product.

By this time the country had
reached the conclusion that more
drastic and immediate measures
were needed to combat falling prices

of agricultural products. The
limitations of cooperatives in deal-

ing with adverse economic condi-

tions were evident. For the most
part they handled a comparatively

small percentage of the main crops

and divergent interests of leaders

further limited opportunities for

presenting a united front in dealing

with farm problems.

The decision that the Federal
Government should undertake to

supplement cooperative efforts to

obtain "cost of production'' became
official policy of the U.S. Depart-
ment of Agriculture with the pas-

sage of the Agricultural Marketing
Act creating the Federal Farm
Board.

This publication is concerned

mainly with the Farm Board's

work pertaining to the development

of cooperatives in which the Divi-

sion of Cooperative Marketing
played a considerable part. For
approximately 4 years the staff of

the Division was engaged, for the

most part, in service assistance to

cooperatives, chiefly those that re-

ceived loans from the Board.

The 1932 report of the Federal

Farm Board outlined the duties of

the Division as follows:

The Division of cooperative marketing
is responsible for giving advice and as-

sistance to producers in the formation and
operation of cooperatives ; for the ac-

quisition, analysis and dissemination of

information regarding thp progress, or-

ganization and business methods of coop-

erative organization ; for research in the

economic, legal, financial, social, and
other phases of cooperation ; for promo-
tion of knowledge of cooperative princi-

ples and practices ; for cooperation in

promoting such knowledge with State

educational and marketing agencies, co-

operative associations, and others.

A report of the Division issued

early in 1931 listed 128 projects con-

ducted during the year. This work
covered various agricultural areas

and the principal commodities mar-

keted in the United States. It also

indicated an active program of edu-

cational assistance.

Assistance to Commodity Groups

Work of the Board with market-

ing cooperatives was divided into

sections as follows: Cotton, dairy

products, fruits and vegetables,

grain, livestock and wool, poultry

products, and special crops. These

sections were also charged with re-

sponsibility for investigating and

making reports on loan requests and
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loan status of associations in their

specific areas. In the latter year

and a half of the Board's existence

the sections had the responsibility

for making and presenting loan rec-

ommendations directly to the

Board.

This structure continued the em-
phasis on marketing cooperatives

that came to the forefront with the

establishment of the Division of

Cooperative Marketing in 1926. No
provision was made for work with
either farm supply or service coop-

eratives. Highlights in the pro-

gram of each of these sections is

now reviewed briefly.

Cotton

Cotton specialists of the Division

assisted in developing and organiz-

ing the American Cotton Coopera-

tive Association, New Orleans, La.

Later this cooperative's headquar-

ters were moved to Memphis, Tenn.

This national association was set up
to coordinate sales of the State cot-

ton marketing cooperatives, and it

handled directly approximately 3

million bales of the 1930 crop. In
addition, the Cotton Section helped

prepare plans for organizing the

Mid-South Cotton Growers Asso-

ciation, Memphis, Tenn., to serve

growers in Tennessee, Arkansas,

and Missouri.

Projects of the Cotton Section

during this period also included as-

sistance in developing operating

plans for the Texas Cotton Coopera-
tive Association, Dallas, and the

South Carolina Cotton Growers As-
sociation, Columbia. Studies of the

organization and operation of co-

operative cotton gins were made in

Texas and Mississippi.

A Division traffic specialist as-

sisted the American Cotton Coop-
erative Association and the State

associations in storage-in-transit

and other traffic problems. This
work resulted in an extension of the

period during which storage-in-

transit privileges were in effect for

cooperative cotton and in large sav-

ings to the associations.

Dairy Products

The Dairy Section of the Division

reported 26 major projects. These
included a study of cooperative

creameries in Wisconsin to formu-
late a program for the cooperative

marketing of butter produced in

that State. As a result several Wis-
consin cooperative creameries be-

came affiliated with Land O'Lakes
Creameries, Inc., Minneapolis,

Minn. A member of the staff in-

terviewed officials of 55 cooperative

creameries in Iowa and reported

that a majority of them were not

favorable to group selling. Assist-

ance with their business problems
was given several cooperative

creameries in Oklahoma. One of

these, The Enid Cooperative

In the early 1930's, the Dairy Section made
studies of cooperative creameries. Two of these

cooperatives still operate successfully today:

Land O'Lakes Creameries, Inc., and Gold Spot

Dairy, Inc. {then Enid Cooperative Creamery
Association).
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Creamery Association (now Gold
Spot Dairy, Inc.) still operates

successfully.

The Dairy Section made similar

studies of milk marketing associa-

tions in Louisville, Ky; Chicago,

111.; Cleveland, Ohio; and other

markets. It made a preliminary

survey of the possibilities of estab-

lishing an association in Denver,

Colo., to market fluid milk. The
Section also studied milk market-

ing, and as a result a bargaining as-

sociation was organized in Jackson-

ville, Fla.

Fruits and Vegetables

The Fruit and Vegetable Section

of the Division reported 29 major
projects. For example, it studied

apple marketing in producing re-

gions of Pennsylvania, Maryland,

West Virginia, and Virginia, this

led to the organization of three local

associations in Virginia. The Farm
Board made loans to all three to en-

able them to acquire packing and
storage facilities. The Section also

surveyed nine cooperatives in the

Pacific Northwest to determine pos-

sibilities for bringing about the fed-

eration of these associations for

joint sales.

The Section made a study of the

organization and business practices

of the Florida Citrus Exchange,
Tampa, Fla., which resulted in more
active participation by its board of

directors. A survey of citrus fruit

in the Lower Rio Grande Valley of

Texas resulted in the organization

of a marketing federation.

Other projects of the Fruit and
Vegetable Section included a sur-

vey of the possibilities of marketing

potatoes in the Kaw River Valley of

Kansas and assistance in developing

plans for the organization of Maine
Potato Growers, Inc. This Section

also made surveys of the pecan in-

dustry. Moreover, substantial ef-

forts were directed toward setting

up regional vegetable marketing
organizations in Florida and L^tah.

A number of these studies led to

the organization of national, re-

gional, or local cooperatives.

The Division prepared a letter

mailed on January 29, 1931, to each
of the 1,125 fruit and vegetable co-

operatives of which it had record to

determine their interest in forming
a cooperative terminal marketing
agency.

Replies to these letters expressed

sufficient interest to warrant
regional conferences with coopera-

tive groups at four points through-
out the country. Organization of

the National Fruit and Vegetable
Exchange followed. The headquar-
ters of the Exchange were first in

Chicago, 111., and were later trans-

ferred to New York, N.Y.

Grain

Integration and stabilization of

the cooperative grain marketing
program on a national basis was
one of the big jobs undertaken by
the Federal Farm Board. The
Board decided to bring about the

federation of existing regional

grain cooperatives in one national

agency, the Farmers National

Grain Corporation. The Division

was active in developing organiza-

tion plans for Farmers National

and some of its member coopera-

tives.

Later the Division in cooperation

with the Loan Division of the

Board, made economic and financial

studies of the operation of Farmers

National and its stockholders for

the information of the Federal

Farm Board and the guidance of

cooperatives in their operating and
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merchandising policies and in

membership relations.

The staff also studied grain mar-
keting in Pennsylvania, Maryland,
Delaware, Virginia, and West Vir-

ginia to determine opportunities in

cooperative marketing of grain in

these Eastern States.

Projects of the Grain Section in-

cluded a study of the possibilities

of marketing broomcorn coopera-

tively. The Division also assisted

in organizing cooperatives to mar-
ket beans in the Intermountain

States. It gave similar assistance

in extension of membership and de-

velopment of operating policies to

bean marketing cooperatives in

Michigan, Nebraska, Colorado, New
Mexico, Wyoming, Idaho, Utah,
and California. Cooperation in

marketing beans has continued on
a substantial basis.

Livestock and Wool

The Livestock and Wool Section

of the Division helped in develop-

ing plans for organizing and operat-

ing the National Livestock Market-
ing Association, Chicago, 111. This
federation of regional livestock

marketing associations and terminal

commission associations never en-

gaged directly in marketing, but

performed other services for its

members. Prominent among these

was a continuing analysis of num-
bers of livestock offered for sale,

livestock prices at all important
markets, and price trends. The
name of the cooperative later was
changed to National Livestock Pro-

ducers Association.

The Section also helped organize

four production credit corporations

for livestock producers and feeders

and rehabilitate two others organ-

ized earlier. The newly organized

credit corporations were located at

Fort Worth, Tex.; Denver, Colo.;

Oklahoma City, Okla. ; and San
Francisco, Calif. The two older

corporations were at Salt Lake City,

Utah, and St. Louis, Mo. (later

moved to Chicago, 111.). These
credit corporations continued to

make substantial loans to members
of the affiliated cooperatives. Total

loans completed for this purpose by
all six in 1960 were approximately

$111 million.

The Livestock and Wool Section

in addition made surveys to deter-

mine possibilities of establishing co-

operative concentration yards in 24

counties in eastern Iowa, 10 counties

in north-central Iowa, 10 counties

in north-central South Dakota, and
in other districts producing live-

stock. It helped organize livestock

marketing associations in Texas,

Iowa, and other States. Livestock

commission associations were estab-

lished at Omaha, Denver, and Phila-

delphia, and studies were made of

the Jersey City, Baltimore, and
Lancaster, Pa., markets to deter-

mine possibilities for establishing

cooperative terminal sales agencies

in one or more of them.

In the cooperative marketing of

wool, an important forward step

was taken in organization of the

National Wool Marketing Corpora-
tion, Boston, Mass. This coopera-

tive handled approximately one-

third of the 1930 clip. The Division

gave extensive assistance in organ-

izing the National and also made
several studies leading to organiza-

tion of regional cooperatives—mem-
bers of the National—in various

producing regions. In addition it

assisted a number of regionals in

membership and operating prob-

lems.

Cooperative members of the Na-
tional Wool Marketing Corporation
delivered almost 250 million pounds
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of wool and mohair during 1930 and
1931. Marketing mohair posed an

especially complicated problem dur-

ing this period of the depression and
the Division made an extensive sur-

vey of marketing practices and
uses of mohair, including policies

of large buyers of mohair fabrics.

Poultry Products

The section concerned with mar-

keting poultry products studied

turkey marketing by pools in Inter-

mountain and Pacific Coast States.

As a result of this study, the North-

western Turkey Growers Associa-

tion, Salt Lake City. Utah, was
formed. This association handled

i million pounds of turkeys during

the 1930 season with a saving for its

members reported as approximately

$200,000.

Other studies of the section were :

(1) Marketing poultry products in

Indiana, preparatory to the organ-

ization of a State association and

(2) poultry marketing in North

Carolina, with assistance in the or-

ganization in that State of a federa-

tion of 32 local associations. The
staff also made studies of the organ-

ization and operation of poultry

associations in Missouri, Kansas,

and Oklahoma before the organiza-

tion of a regional marketing asso-

ciation for the Middle West.

Special Crops

The Division also assisted associa-

tions marketing tobacco, rice, sugar-

cane, sugar beets, honey, and maple

syrup. For example, it made sur-

veys of conditions in producing re-

gions of the South and the other

areas. In some districts growers

were advised not to attempt the or-

ganization of a tobacco marketing

cooperative at that time. In a few,

where conditions were more favor-

able, organization campaigns were
thought practical.

A study was made in 1930 of the

organization and operation of the

American Rice Growers Associa-

tion, Lake Charles, La, The staff

also surveyed the membership rela-

tions of Arkansas Rice Growers Co-
operative Association, Stuttgart,

and helped with the organization of

the Arkansas Rough Rice Growers
Exchange, Stuttgart.

Educational Activities

One of the main educational ac-

tivities of the Division of Coop-
erative Marketing during this pe-

riod under the Federal Farm Board
was preparation of lesson outlines

for study of the cooperative mar-
keting of various products. The
outlines included grain, livestock,

wool, cotton, tobacco, and dairy

products. The lesson outlines and
reference material were prepared
by members of the Division's staff

in cooperation with the Federal

Board for Vocational Education
for the use of teachers of vocational

agriculture. They were used par-

ticularly in night classes for adult

farmers and farm boys out of

school.

In 1930, arrangements were made
whereby a radio talk of an educa-

tional nature was made every Fri-

day on the "Farm and Home Hour

'

of the National Broadcasting Com-
pany. A member of the Board or

a member of the staff gave these

talks of approximately 20 minutes.

The Division prepared many of the

talks and furnished source material

for practically all of them.

Other publications included

guides for organizing associations
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for marketing fruits and vegetables,

grain, and poultry products. These

were published as bulletins of the

Federal Farm Board. In 1932, the

Division prepared Farm Board

Bulletin No. 9, Statistics of Fann-

ers' Selling and Buying Associa-

tions—United States 1863-1931

(K. H. Elsworth and staff).

A report of the Federal Farm
Board, issued March 22, 1932,

showed that the Division at that

time had 81 employees, 45 of them

with professional status. The fol-

lowing quotation from the report

of the Federal Farm Board, issued

in 1932, summarizes the philosophy

of the Division of Cooperative

Marketing and gives some indica-

tion of how its work was conducted

:

When the Board undertook the admin-

istration of the Agricultural Marketing

Act only a few cooperative associations

had obtained a large volume of business

and few conducted their activities over a

reasonably large agricultural area. The
vast majority were small local associa-

tions doing business in one or two com-

munities. In the judgment of the Board
the mere promotion of additional num-
bers of such small associations would
not satisfy the requirement that it pro-

mote an effective system of cooperative

organization.

It was the conclusion of the Board
that, for the most effective and econom-
ical operation of these cooperatives, they

should be encouraged to get together in

regional and national organizations for

a unified program in marketing products.

The division has devoted much attention

to assisting various cooperative groups,

each handling a particular commodity or

closely related commodities, to organize
national sales agencies for collective

marketing of those commodities. Such
agencies have been established for mar-
keting grains, wool and mohair, cotton,

dry beans, livestock, and pecans. In
dairying, regional associations have been
developed and working arrangements
established between them.
Much remains to be done in this field

and a great amount of work is required
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to develop and maintain efficient operat-

ing organizations. Never was there

greater need than today for organiza-

tion among agricultural producers which
will enable them to engage in merchandis-

ing programs that will reflect back to

their farmers the actual value of their

products to processors and ultimate cus-

tomers.

The work of the division deals, first,

with assistance in the organization of

cooperative associations. This includes

field surveys for the purpose of ascertain-

ing the possibilities of cooperative mar-
keting in a special area or for a special

commodity and the kind and extent of

the territory to be covered by the pro-

posed associations. Following the com-
pletion of such surveys, the division staff

in cooperation with State agencies as-

sists committees of producers in develop-

ing their organization plans, gives assist-

ance in the preparation of organization

papers, in working out the business set-up

of the association, and in the develop-

ment of plans for financing the operation

of the association through commercial
banks, intermediate credit banks, or the

Federal Farm Board.
The division also, at the request of the

cooperative association or at the direc-

tion of the Board, studies the organiza-

tion and management of cooperative

associations, whether or not such associa-

tions are indebted to the Board, and
makes recommendations to the board of

directors regarding changes in policies or

practices. The division, in addition, car-

ries on research work in connection with
the organization of cooperative associa-

tions and other special economic problems

which affect cooperatives.

The division is also engaged in the dis-

semination of information regarding the

principles and practices of cooperative

marketing of farm products, as directed

by the Agricultural Marketing Act. In

carrying out this phase of its work, the

division cooperates closely with State and

Federal extension services, teachers of

vocational agriculture, and other educa-

tional agencies.

Despite the failure of its stabili-

zation operations, services of the

Federal Farm Board to coopera-

tives were impressive and in many
respects successful. Many larger
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Much of the early policy of the Banks for Cooperatives came out of sessions like the above, show-
ing the Cooperative Bank Commissioner, S. D. Sanders (right), discussing a point with three presi-

dents of Banks for Cooperatives [left to right): A. C. Adams, Spokane; Hugh S. Mackey, Baltimore;

and E. A. Stokdyk, Berkeley.

cooperatives were established with

the assistance of the Board. While
many of these cooperatives went out

of business during the depression,

in practically all cases the experi-

ence their members gained led to

the organization of effective succes-

sors. The movement toward co-

ordination of marketing coopera-

tives still continues.

Losses incurred by the Board
through loans to cooperatives were
relatively minor. The emphasis
placed by the Board and staff on
sound organization and operation

has had a continuing effect. The
lending experiences and staff train-

ing contributed significantly to the

successful setting up of the Banks
for Cooperatives in fiscal 1933-34.

Coordination of marketing, em-
phasized in the preceding quotation,

made progress, but 30 years later

much remained to be done in this

field. A check, however, of 10 co-

operatives organized with assistance

from the Division of Cooperative

Marketing during this period

showed that after some 20 years

their total net worth was almost $10

million and their total volume of

business nearly $190 million. These

associations were representative of

several others that were organized

in the Farm Board period.

The appropriation of the Fed-

eral Farm Board was reduced ap-

proximately 40 percent for the 1933

fiscal year. This reduction also af-

fected the Division of Cooperative

Marketing, which was reorganized

and combined with the Economic
Division. F. B. Bomberger be-

came chief of the combined divi-

sions.

The lack of a comprehensive re-

search program by the Division dur-

ing the Farm Board period was a

handicap to the staff during its last

2 years of existence. The Farm
Board experience illustrated the

need of workers in area of coopera-

tion to continually have access to

new research methods and tech-

niques if sound practices were to ac-

company the establishment of basic

policies reflecting the changing and

dynamic needs of agriculture.
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The Farm Credit Administration (1933-1953)

WITH the organization of the

Farm Credit Administration

(FCA), as an independent agency,

May 27, 1933, the staff of the Divi-

sion of Cooperative Marketing was
attached to the newly organized

Cooperative Bank Division.

For about a year, however, the

status of the group was uncertain.

Consideration even was given to de-

centralizing the research staff with

at least one member being attached

to each of the district banks. In
fact, a number of the staff had been

furloughed after the severe reduc-

tion in funds at the end of fiscal

1932. Only a few of these men re-

turned and many of the staff volun-

tarily transferred to other agencies

when it appeared emphasis would
be mainly on the lending activities

of the Cooperative Division.

Agency organization and credit

problems held the spotlight, and re-

search and advisory service for co-

operatives at first was relegated to

a minor role.

Research, Service/ and Educa-
tional Section—C ©operative
Bank Division

While Federal work with coop-

eratives from 1933 to 1939 is dis-

cussed under the above heading, his-

tory shows the gradual evolution of

this agency. In 1937 it became the

Cooperative Research, Service, and
Education subdivision of the Co-
operative Bank Division.

In 1938, the research and educa-

tional staff were separated from the

Cooperative Bank Division, which
then became concerned only with

lending activities. For a few
months, it was known as the Co-

operative Research and Service

Subdivision of the Research Divi-

sion. Included in the Research
Division was economic and credit

research designed to aid the credit

units and offices of the Farm Credit

Administration.

In the initial issue of its monthly
magazine, News for Farmer Coop-
eratives, April 1934, F. W. Peck,

Cooperative Bank Commissioner,
announced plans to intensify the re-

search and service work to aid farm-

er cooperatives. Henry M. Bain,

who had been vice president and
general manager of the Central

Bank for Cooperatives from its es-

tablishment in 1933, was placed in

charge of a coordinated section of

research, service, and education of

the Cooperative (Bank) Division.

W. W. Fetrow was appointed chief

research economist and later asso-

ciate chief.

Selected illustrations of work
done with farmer cooperatives by
various units from 1933 to 1939 is

described as follows:

Cotton

In 1934, staff members of the

Cotton Unit gathered data from
some 100 cooperative cotton gins

and made studies of this compara-

tively new type organization. This

was followed in 1935 by FCA Cir-

cular C-101, Early Developments in

Cooperative Cotton Marketing (O.

W. Herrmann and Chastina Gard-
ner). In 1936, the staff collected

data for the 1934-35 and 1935-36

seasons from 260 cooperative gins,

and findings were later published in

FCA Bulletin 12, Analysis of the

Business Operations of Cooperative

Cotton Gins in Oklahoma 1933-SJf

(Otis T. Weaver and O. W. Herr-

mann).
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In the way of service and educa-

tional work, the staff prepared

mimeographed statements compar-

ing each Texas and Oklahoma co-

operative gin's financial status and
operating expense with another co-

operative having about the same
volume. In a series of 9 meetings

in the 2 States in 1936, results of

this study were presented to more
than 1,100 board members and man-
agers from 165 associations.

Later the Cotton Unit made an

analysis of operating methods and
practices of cooperative cottonseed

oil mills, the first such study made.

This unit also assisted in organizing

one of the early cooperative oil mills

at Lubbock, Tex. This was a fed-

eration of 26 gins formed to crush

cottonseed delivered to the mill by
member gins. Cooperative gins

grew in number from about 170 in

1933 to nearly 500 in 1938.

Later the Cotton Unit initiated

two projects that have been carried

on almost continuously since that

time. They were (1) A comparison

of cooperative cottonseed oil mills'

financial and operating results with

those of the preceding season, and

(2) cooperation with the Wichita
Bank for Cooperatives and Okla-
homa A. and M. College in a 2-week
school for managers and bookkeep-

ers of cooperative gins.

Dairy

For several years the Dairy Unit
continued a project on utilizing sur-

plus milk in the Northeastern States

in cooperation with Cornell Univer-

sity and Pennsylvania State Col-

lege. Leland Spencer, Cornell Uni-
versity, was in charge of this study.

In cooperation with the Ohio Ag-
ricultural Experiment Station, this

staff studied the financial organiza-

tion and membership problems of

cooperative creameries in Iowa and
analyzed operating practices and
member attitudes in milk marketing
cooperatives operating in four Ohio
markets. It collected data from 7

cooperatives and 654 dairy farmers.

It also collected market records and
statistical data on economic and op-

erating problems of cooperative

milk bargaining associations, made
a survey of fluid milk marketing
associations in Iowa, and cooperated

in preparing accounting systems for

cooperative creameries.

Major projects of the Dairy Unit
in 1936 were a study of changes in

marketing practices resulting from
innovations in types of butter con-

tainers and Government regulation

of milk markets. It was estimated

that in 1936 cooperatives marketed
42 percent of the market milk, 40

percent of the butter, and 30 percent

of the cheese produced.

A study of the operation of price-

pools for milk in the Boston area

was begun early in 1937 by the unit

in cooperation with the Dairy Sec-

tion of the Agricultural Adjust-

ment Administration.

Farm Supplies

With the establishment of the Re-
search, Service, and Educational

Section in the Farm Credit Admin-
istration, the more comprehensive
and balanced program of this

agency again provided for assist-

ance to farm supply cooperatives.

Joseph G. Knapp was brought in

from North Carolina State College

to take charge of this work.

The first work done in the Farm
Supplies Unit was an analysis of

operations of a fuel cooperative in

Texas. Findings were issued in

1934 as FCA Miscellaneous Report

No. 1, Survey of Problems to be

Considered by South Plains Coop-

40



erative Fuel Association, Lubbock,
Texas (John H. Lister). This was
followed by publication of FCA
Bulletin No. 1, Cooperative Pur-
chasing of Farm Supplies (Joseph

G. Knapp and John H. Lister).

The number of farm supply associa-

tions was reported at 1,906 for

1934—35 and their volume of busi-

ness at $187 million. The prepara-

tion of this bulletin involved the im-

portant decision that author names
should be shown. This had not been

the practice during the Farm Board
period when individual staff mem-
bers were not given recognition.

In cooperation with the Univer-
sity of Wisconsin, this unit made a

study of the organization and op-

erations of farm supply associations

in Wisconsin. The resulting pub-
lication, FCA Bulletin No. 20,

Farmers' Purchasing Associations

in Wisconsin (Rudolph K. Froker
and Joseph G. Knapp), appeared
in 1937.

Another project of this group
was an analysis in 1938 of the

organization, costs, policies, and
operations of Indiana Farm Bureau
Cooperative Association. The
Purchasing staff published similar

studies of Illinois Farm Supply
Company and its member organiza-
tions and the Mississippi Federated
Cooperatives (A.A.L. )

.

The unit also prepared a course

of study for managers and directors

of purchasing associations, empha-
sizing "yardsticks for efficiency,"

control of expenses, control of

credit, and business administra-

tion.

Cooperating with Oregon State

College, the Purchasing group
studied feed manufacturing and
handling practices of supply asso-

ciations in Oregon to determine the

advisability of a joint program.
Later it studied supply operations

of 300 cooperative elevators affil-

iated with a regional grain coopera-

tive.

In 1937-38, the unit estimated

total supply purchases through

farmer cooperatives at $440 million.

It noted great improvement in op-

erating facilities. Cooperatives on
the Pacific Coast had constructed

three large, well-equipped feed

manufacturing mills and eastern

cooperatives had built two large fer-

tilizer plants.

Fruits and Vegetables

Three research projects on fruit

and vegetable cooperatives were ini-

tiated in 1936—a business and mar-
ket analysis and membership rela-

tions study of Mutual Orange
Distributors, Eedlands, Calif.

;

problems of motor truck transpor-

tation in marketing fruits and vege-

tables ; and operation of local fruit

and vegetable auctions.

The Fruit and Vegetable Unit

also made a study of problems of

financing, packing, and marketing
western Illinois apples with a view

to recording experiences of apple

growers in financing and operating

their own marketing cooperatives.

This work was undertaken jointly

with the University of Illinois and a

publication on it issued by the Farm
Credit Administration.

The staff analyzed marketing pol-

icies of the California Prune and
Apricot Growers Association, San
Jose, the largest packer in Califor-

nia. A series of special reports pre-

sented findings of this study. The
staff also studied the economic posi-

tion of terminal auctions in market-

ing fruit and published FCA
Bulletin 29, Terminal Fruit Auc-

tions as Marketing Agencies for

Farmers' Cooperatives (Kelsey B.

Gardner), in 1938.
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On request of the St. Paul Bank
for Cooperatives, the Fruit and
Vegetable Unit studied operating

costs, financial structure, and sales

policies of three cooperatives can-

ning cherries in Michigan and Wis-
consin. It also studied the costs,

marketing practices, and compara-
tive efficiency of four northwestern

apple marketing associations that

handled 30 percent of that area's

crop. Findings showed that mer-

chant truckers were disorganizing

the market and that direct chain-

store buying was increasing.

A study of the membership of the

California Fruit Exchange, Sacra-

mento, in 1939 resulted in far-

reaching changes in the coopera-

tive's articles of incorporation,

bylaws, and marketing agreements.

Grain

Longtime studies of factors in-

fluencing costs and efficiency in local

cooperative grain elevators showed
that these elevators, reduced in

number by depression, drought, and
other unfavorable conditions, were

doing more business than a larger

number did in earlier years. The
staff analyzed country elevator

standards of performance for mem-
bership, finance, and operations.

The Grain Unit took its finding

to the field in a comprehensive edu-

cation program. In 1936 it reported

holding 29 meetings in Oklahoma,
Kansas, and Nebraska to present re-

sults of a study of cooperative ele-

vators in those States. Attendance

totaled 2,825, chiefly managers and
directors of locals.

Insurance

Research, service, and education-

al work with cooperatives was ex-

panded to include insurance in 1935.

In 1935, for example, the Insurance
Unit studied the organization, fi-

nancial structure, and operations of
mutual irrigation companies in

California and Utah and published
a bulletin on its findings as FCA
Bulletin 8, Mutual Irrigation Com-
panies in California and Utah
(Wells A. Hutchins).
An item in the September 1935

issue of Nevts for Farmer Coopera-
tives reported that the Berkeley
Bank for Cooperatives had made
the first loan to a mutual water com-
pany. Loans to farmer coopera-
tives engaged in business services

had been authorized by 1935 amend-
ments to Agricultural Marketing
Act of 1929.

The Insurance group reviewed
administrative policy and proce-
dure on insurance of the 12 Federal
land banks. It completed one proj-

ect dealing" with problems encoun-
tered by farmers' mutual wind-
storm insurance companies. It re-

ported that fire insurance carried by
cooperative companies in 1935 to-

taled $11 billion, which represented

about 55 percent of all farm prop-

erty in the United States covered by
fire insurance.

Two publications grew out of

these projects: FCA Bulletin No.

21, Farmers'* Mutual Windstorm-
Insurance Companies (Gordon A.

Bubolz) and FCA Bulletin No. 23,

Problems and Trends in Farmers
Mutual Fire Insurance (V. N.

Valgren).

The Insurance group also worked

toward standardizing insurance

forms and methods of operation

among farm mutuals to the end that

information on risk classification

and reinsurance—two comparative-

ly new concepts in research—was

made available.
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Livestock and Wool

In 1934 the Livestock Unit ana-

lyzed operations of the National

Livestock Marketing Association,

Chicago, 111., and its affiliated re-

gional credit corporations. It was
influential in preventing liquidation

of these credit organizations.

Later this unit helped a commit-

tee from National Livestock Mar-
keting Association draft recom-

mendations on the contract system

of handling and feeding livestock.

A report covering various phases of

contract feeding was prepared and~

used as the basis for recommen-
dations.

An important development in

marketing livestock in the 1930's

was the rapid expansion of live-

stock auctions. The livestock and
wool staff analyzed operations of

livestock auction markets and of 13

fleece wTool cooperatives affiliated

with National Wool Marketing
Corporation, Boston, Mass.

In cooperation with Ohio State

University, Purdue University, and
University of Kentucky, it studied

the operations of Producers Coop-
erative Commission Association,

Cincinnati, Ohio. Findings were
published in FCA Bulletin 34, Co-

operative Marketing of Livestock

at Cincinnati (H. H. Hulbert).

A problem holding the attention

of the Livestock and Wool Unit
was the trend toward decentraliza-

tion in livestock marketing and ad-

justments required to enable termi-

nal cooperatives to meet this trend.

A study of the terminal cooperative

at Cincinnati provided material

useful to other livestock coopera-

tives in meeting their problems.

The Livestock and Wool group
also studied livestock marketing

methods in Georgia—an indication

on increased interest in production

and marketing of livestock in the

Southeast. A motion picture film

on wool marketing, From Fleece to

Fabric, and a film strip on coopera-

tive livestock marketing were pro-

duced.

The first study in the cooperative

refrigerated food locker field was
made by L. B. Mann, then of the

Livestock and Wool Unit, who later

became Chief of the Frozen Food
Locker Section of the Cooperative

Research and Service Division.

Membership

The Cooperative Research, Serv-

ice, and Education Section received

requests for assistance and studies

of many aspects of cooperative

membership relations. Staff mem-
bers participated in several short

courses, meetings, and conferences

on the subject called by land-grant

colleges, cooperatives, and other

agencies.

In 1936 it published FCA Bul-

letin No. 9, Membership Relations

of Cooperative Associations (J. W.
Jones) . This was an expansion of

a circular issued on that subject 10

years earlier as applied to cotton

and tobacco cooperatives.

Poultry and Eggs

The Poultry and Egg Unit was

established in 1936. Before that

time work in this area was done in

the Dairy and Poultry Products

Unit. The first work undertaken

by this unit was to bring up to date

a business analysis begun before

transfer of the Division of Coopera-

tive Marketing to the Federal Farm
Board, and FCA Bulletin 19, Busi-

ness Analysis of the Utah Poultry

Producers Cooperative Association

(John J. Scanlan) , was published in

1937.

43



In 7 939, the Poultry and Egg Unit of the Cooperative Research and Service Division made a study

of the operations of Poultry Producers of Central California, San Francisco (now Nulaid Farmers
Association, San Leandro), to determine costs of handling eggs, methods of reducing the costs, and
efficiency of operation.

A study of auction marketing as-

sociations was published as FCA
Bulletin 37, Cooperative Egg and
Poultry Auction Associations

(John J. Scanlan and Roy W. Len-
nartson), in 1939. This was fol-

lowed by a study of the operations

of Poultry Producers of Central

California, San Francisco, to de-

termine costs of handling and meth-

ods of reducing such costs and ef-

ficiency of operation. The unit also

assisted in developing a federated

sales agency for New England egg
cooperatives.

A study of marketing turkeys in

the Southwest was instrumental in

the organization of Southwestern
Turkey Growers Association, Plain-

view, Tex., in June 1937.

This unit reported that 25 coop-

erative auctions selling poultry and
eggs were operating at country
points in the Northeastern States.

Some of them had already made
changes in their operating methods
as a result of preliminary reports

made by the poultry and egg staff.

A detailed study of the auctions

was undertaken later.

Statistics

The Statistics Unit assembled

yearly information on the status of

farmer cooperatives. It reported

that the estimated business of farm-

er-cooperatives for the 1933-34 mar-
keting season reflected the low prices

of farm commodities and was $1

billion, about 56 percent of that

recorded for 1925-26. Total mem-
berships of marketing and purchas-

ing associations ranged from 3 to

3.2 million during this period, sub-

stantially more than 2.7 million esti-

mated for 1925-26.

A nationwide survey of farmer

cooperatives, begun in 1937, was

conducted jointly by Farm Credit

Administration, the district banks

for cooperatives, and 33 agricul-

tural colleges. French M. Hyre, in

charge of this project, was the sen-
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ior author of FCA Bulletin 26, A
Statistical Handbook of Farmers'

Cooperatives, published in 1938.

This report on the only "door to

door" inventory of farmer coopera-

tives ever made in the United States

still has interest for students of

agricultural cooperation. It re-

ported :

More than 15,000 farmer-owned and
farmer-controlled cooperative associa-

tions and mutual companies are now op-

erating in the United States. Of this

number, 10,752 are engaged in marketing

farm products, purchasing farm supplies,

or performing related services. Nine-

teen hundred are mutual fire insurance

companies, and approximately 2,500 are

mutual irrigation companies. On the

basis of reported membership and patron-

age data, it is believed that more than

3 million persons held membership in

these organizations and at least half a

million more patronize them without ac-

cepting the responsibilities of member-
ship.

From further analysis of data

collected in this study, 28 supple-

mental publications were issued,

comprising a review of the status

of farmer cooperatives in each of 28

States. The authors in most cases

were members of the staff of the

Information and Extension Divi-

sion of Farm Credit Administra-

tion.

Transportation

In 1936 the staff of the Trans-

portation Unit, among other proj-

ects, coordinated a survey of trans-

portation problems of the Indiana

Farm Bureau Cooperative Associa-

tion, Inc., Indianapolis, to deter-

mine methods of reducing trans-

portation costs. Later this unit

completed several projects on locat-

ing plants so as to obtain most fa-

vorable freight rates.

Other Developments

There also were a number of de-

velopments of section-wide interest

during the period 1933 to 1939.

For instance, FCA Bulletin No. 3,

Cooperative Market of Agricultural

Products (Ward W. Fetrow), and
FCA Bulletin No. 4, Cooperation

in Agriculture (Chastina Gardner)

,

were published in 1936.

The News for Farmer Coopera-

tives, too, was becoming an increas-

ingly important part of the work
of the section. Many articles by
members of the staff, FCA officials,

and cooperative leaders provided

information of value to coopera-

tives and their farmer members.
In 1938, E. A. Stokdyk, on leave

from his position as President of

the Berkeley Bank for Coopera-

tives, was appointed as deputy gov-

ernor in charge of research. This
action coincided with growing in-

terest on the part of many coopera-

tive leaders in strengthening the

cooperative research, service, and
educational program of the Farm
Credit Administration. There was
growing interest in making the serv-

ice of this agency available to all

types of cooperatives irrespective

of wdiether they obtained loans from
the Farm Credit Administration.

In October 1938, therefore, the

program was separated from the

Cooperative Bank Division and the

cooperative research and service

work was set up as a subdivision of

the Research Division.

In his position as deputy gover-

nor, Mr. Stokdyk placed special em-

phasis on improving the research

program of the Division. He cre-

ated a project committee to examine

various research proposals, stressed

desirable methodology, and placed

special emphasis on coordinating

the various research efforts of the
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Farm Credit Administration and
on the development of a program
that would give more attention to

the broad and more fundamental
problems of cooperatives.

That cooperatives had made de-

finite advances since 1929 was shown
by an article in the News for Farmer
Cooperatives for January 1939. It

stated

:

Among the outstanding features of the

last 10 years are the increase in local as-

sociations for operating cotton gins ; the

stability of dairy, fruit, and vegetable as-

sociations ; the decrease in the number
of active associations for handling grain

and livestock ; the more than doubling of

the number of associations, membership,
and business of the poultry and egg co-

operatives. . . .

Farmer purchasing associations have
been increasing consistently since the be-

ginning of the century. . . . But more
significant ... is the nature of some of

the more recent ventures. Several
wholesalers have established themselves
at strategic points for serving large areas
in which it is expected that many local

retail associations will be organized.

Wholesalers have federated for erecting

plants for mixing, compounding, and
manufacturing the supplies needed by the
local retail associations in order to serve
adequately the needs of their farmer-
members.

The Cooperative Research and
Service Division (1939-1953)

In January 19'39, research and
service work for farmer coopera-

tives was established as the Coop-
erative Research and Service Divi-

sion, a name by which it was known
for the almost 15 years it was to re-

main with Farm Credit Adminis-
tration. With the achieving of

Division status, the various units

referred to previously became sec-

tions. T. G. Stitts was chief of the

reorganized Division and W. W.
Fetrow, associate chief.

In announcing this change, FCA
Governor Hill said

:

Cooperative buying and selling among
farmers has reached such proportions

that the business of their associations

constitutes a large part of the business

of agriculture. There are now approxi-

mately 15,000 rural cooperatives in the

country, including mutual water com-
panies. To render such assistance as we
can, requires the services of a distinct di-

vision of the Farm Credit Administration.

Early in 1939 the Division estab-

lished a Business Administration

Section with Kelsey B. Gardner in

charge. About the same time, the

Special Crops Section was set up
with Henry M. Bain in charge.

The first workshop of the Coop-
erative Research and Service Divi-

sion was held in January 1939.

Harry Wellman, University of Cali-

fornia, discussed research problems
and methodology at each session of

the 4-day conference. This em-
phasis on research methods reflected

Mr. Stokdyk's influence and think-

ing. Special attention was given to

such topics as project formulation

and the importance of qualitative

analysis.

During 1939, also, the first 19 E-
Circulars of the "You and Your Co-

op" series were published. These
popular circulars were written from
the standpoint of the member or

prospective member of a cooperative

engaged in one of many cooperative

activities. The 1939 report of the

Division included the following

about the E-Circulars

:

They are being used extensively by
county agents and vocational agricultural

teachers in their programs of educating

farmers and young people in the funda-

mental advantages and problems of

cooperative organizations. Many coop-

erative associations themselves have
requested copies for their officers and em-

ployees and in some cases purchased addi-

tional supplies . . . for general distribu-

tion to members and prospects.

It was in 1939, too, that the status

of the Farm Credit Administration
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shifted from that of an independent

agency to become a part of the U.S.

Department of Agriculture.

This section considers the work of

the Cooperative Kesearch and Serv-

ice Division under two distinct pe-

riods. The first is the war years

(1939 to 1945) and the second is the

period of postwar progress and
problems (1945 to 1953).

War Years

Notwithstanding the shadow of

coming events with the beginning

of World War II in Europe in 1939,

the output of the Division in the

latter part of 1939 and in 1940 to

a large extent reflected the research

and service work that had been ini-

tiated previously.

Some indication of the status of

research activities with cooperatives

at the beginning of this period as

carried on by the Division was in-

dicated in the 1939 annual report of

the Farm Credit Administration.

The Division issued 9 bulletins, 5

circulars, and 3 miscellaneous re-

ports; and it prepared 21 reports

giving the results of special studies

for officials of various cooperative

associations.

At the end of the year, 45 re-

search projects were in progress.

They included 2 relating to busi-

ness administration, 3 to cotton, 4

to dairy, 12 to fruits and vegetables,

5 to grain, 2 to history and statistics,

4 to insurance, 2 to livestock and
wool, 4 to poultry and eggs, 5 to pur-

chasing, and 2 to special crops.

During 1939, members of the

Division's staff advised with officials

and directors of about 1,000 coop-

eratives in practically every State.

They discussed problems confront-

ing particular groups at approxi-

mately 600 meetings attended by
25,000 officials and members of co-

operatives. The Division distrib-

uted some 92,000 copies of bulletins,

400,000 circulars, and 4,800 other

reports during the year.

The Ch/co {Calif.) Ice and Cold Storage plant pictured here is believed to be the first frozen food
locker plant in the United States. In front of the tree is the late Henry A. Barnes, generally

credited with using the frozen food storage idea in the early 1900'$. In 1940, the Division

established a Frozen Food Locker Section.
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In 1940 the impacts of the war in

Europe, however, increasingly be-

came the concern of the staff as co-

operatives shifted to the impacts of

a wartime economy.

In that year a Frozen Food Lock-

er Section was established in the

Division under the direction of S.

T. Warrington. Frozen food locker

plants were increasing rapidly. A
study made by the Division showed
some 2,500 in the United States on
January 1, 1940, about 1,500 of these

formed during 1938 and 1939. Ap-
proximately 350 were operated by
cooperatives, and 75 percent of the

estimated half million lockers in

the plants reporting were rented by
farmers.

At mid-year the Division's staff

was engaged in 41 studies of major
problems of farmer cooperatives in

addition to service and educational

activities. The 1940 report of the

Division showed that in all 80 re-

ports of various kinds were issued.

Work was in progress on over 50

service projects at the end of the

year.

The 1940 report stated further

that:

During the year, the work of the staff

has required visits to more than 1,500

cooperative associations and conferences

with over 7,000 cooperative officials. In

addition, members of the staff have dis-

cussed questions confronting particular

groups at approximately 600 meetings
with almost 50,000 in attendance. . . .

A special study initiated in 1941

was the application of Federal in-

come taxes to farmer cooperatives.

This project resulted in the publica-

tion in 1942 of FCA Bulletin 53,

Application of the Federal Income
Tax Statutes to Farmer Coopera-

tives (George J. Wass and Daniel

G. White). Five years were to

elapse before another bulletin was
published by the Division.

The necessary shift to defense

problems became more pronounced

as the year progressed and the ma-
jor efforts of the Division were di-

rected to analyzing problems in a

near war economy. For example:

1. A member of the Business Ad-
ministration Section was detailed to

work with the Office of Agricultural

Defense Relations in determining

the quantity of burlap required for

the manufacture of containers for

agricultural commodities and the

possibility of shifting to other types

of containers.

2. The Cotton Section had an as-

signment to determine the relative

advantages of different methods of

crushing soybeans and to plan in-

creases in facilities for the antici-

pated expansion of the 1942 crop.

3. The Dairy Section was deeply

involved in lend-lease problems and.

most important of all, in detailed

work on tentative plans for lend-

lease dairy plant expansions.

4. Members of the Fruit and Veg-
etable Section served on several

committees set up by the Office of

Defense Agricultural Relations.

5. Analysis of grain storage prob-

lems in the United States was
carried on for the Office of Agricul-

tural Defense Relations during the

summer and fall of 1941.

6. The Livestock and Wool Sec-

tion cooperated with the Office of

Agricultural Defense Relations in

a survey to ascertain the stock of

burlap wool bags available for the

1942 clip.

7. The Poultry Section estimated

the packaging requirements for

poultry products and undertook a

survey of the dried egg industry

which had undergone a tremendous

expansion.

8. Because of shortages and pro-

spective shortages of many essential

farm supplies, major farm supply
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The Cooperative Research and Service Division Staff—1946.

regionals requested the Division to

study their operating status in 1941

to determine their importance in

the emergency. This work led to

publication of FCA Miscellaneous

Report 67, Handbook on Major Re-

gional Supply Purchasing Coopera-

tives, 191^1 and 191$ (Joseph G.

Knapp ) . This series has been con-

tinued on either an annual or a bi-

annual basis since that time.

9. A survey by the Special Crops
Section showed that rice coopera-

tives were able to replace exports to

Europe, shut off by the war, by
increasing exports to Cuba and
other countries in the Western
Hemisphere.

10. The Transportation Section

was concerned with the most eco-

nomical location of new plants

built by cooperatives to accelerate

the supply of various manufactured
and processed agricultural products
for national defense purposes.

In May 1942, T. G. Stitts assumed
charge of the Dairy and Poultry
Branch of the War Food Adminis-
tration, and O. W. Herrmann served

as acting chief until he entered the

Army in November. Harold
Hedges was then appointed acting

chief and later chief of the Division.

Mr. Hedges served in this capac-

ity until his death in 1953. The
emphasis he placed on coordination

of effort with other Federal agen-

cies, land-grant colleges, the Ameri-
can Institute of Cooperation, State

Councils, and the National Council

of Farmer Cooperatives contributed

much to the development of a

broader base of operations for the

Division.

Early in 1942 a Division plan-

ning committee was set up. Mem-
bers of the committee were Joseph
G. Knapp, Chairman; Kelsey B.

Gardner; Paul E. Quintus; C. G.
Randell ; and A. W. McKay.

Duties and responsibilities of this

committee were essentially advisory

and not administrative. They did,

however, cover the wide range of

problems that confronted the Divi-

sion during the wartime period and
served as an effective coordinating

device during this period. Special

emphasis was given to:

1. Functioning as an advisory

board on all matters where a co-

ordinated opinion relative to Divi-

sion policies or procedures was de-

sired.

2. Working toward the formula-

tion of long- and short-time pro-
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grams, which would provide a

proper balance between research,

service, and educational activities.

3. Reviewing the general pro-

gram activities and making recom-

mendations on specific research

projects.

4. Promoting desirable liaison

procedures for the Division in its

work with banks for cooperatives

and other parts of the Farm Credit

Administration as well as the De-
partment of Agriculture, other Fed-

eral and State agencies, and coop-

eratives.

5. Making recommendations as to

reports, conferences, and overall ef-

ficiency of the Division.

Special emphasis was given to

such matters as development of a

weekly newsletter, the Agency's war
program, policy procedures, Divi-

sion morale, agency reports, and
official orders of war agencies and
related items.

Early in its existence the commit-
tee was asked by the Administrator

to determine "What should be the

balance of the activities of the Divi-

sion staff between direct work of an

industry character and work re-

lated directly to cooperative prob-

lems?" In its report it stated

:

It is the opinion of the Committee that

there can be no sharp division between
direct war work and assistance to co-

operatives at this time. The latter type

of service is in itself a direct contribu-

tion to the war effort. . . . The Com-
mittee, therefore, with full recognition

of the need for a flexible program, pres-

ents the following suggested blueprint

for the activities of the Division during
this emergency period

:

1. Programs which will aid coopera-

tives and other grower organizations in

helping their producer-members to attain

production goals, in making changes in

methods of obtaining the production ma-
terials, processing, packaging, or distri-

bution necessary to supply the armed
forces and to meet lend-lease and essen-

tial civilian requirements.

2. Programs to assist cooperatives in

adapting their operations to war condi-

tions, including advice with respect to

the programs of war agencies and assist-

ance in making adjustments occasioned

by emergency regulations and by short-

ages of labor, materials and transporta-

tion facilities.

3. Advisory assistance to war agencies

on the functions and activities of cooper-

atives and how they may be effectively

utilized in furthering the war effort.

4. Assistance in cooperative organiza-

tion and educational work which contrib-

utes to more effective handling of farm
business and to the conservation and effi-

cient production and distribution of farm
products.

5. Participation in programs designed

to increase the effectiveness of coopera-

tive performance in the present emer-
gency and in the post-war period. The
strengthening and expanding of coopera-

tive organization, continuous improve-

ments in operations, and assistance in

appraising economic trends are all neces-

sary in order that the cooperatives may
be in a position to make their maximum
contribution of American agriculture

during and after the war.

To many cooperatives war meant
complete reorganization of their

operations and frequently of their

equipment and facilities.

To illustrate, an article in the

News for Farmer Cooperatives

mentioned implications of the

shortage of burlap

:

On the Pacific Coast a number of grain

groups are switching their operations

from sacked grain to bulk grain which in-

volves a new type of storage for that

particular area. On the eastern sea-

board some of the fertilizer co-ops are

turning, in part, to bulk shipments. The
wool co-ops are seriously considering the

use of cotton gin equipment of bale wool.

. . . War means for the co-ops many
changes but these changes . . . are . . .

in the direction of greater cooperative

efficiency.

Senior staff members received a

constant flow of letters, telegrams,

and telephone calls from coopera-

tive officials requesting explanations

of orders and restrictions of war

agencies, or assistance in obtaining
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needed supplies and equipment. At
the same time, the staff had frequent

conferences with officials of emer-

gency agencies. About every 2

weeks a mimeographed release was
prepared explaining orders or other

actions of war agencies of interest

to cooperatives.

Recognition of the important con-

tributions of the Cooperative Re-

search and Service Division to the

war efforts of cooperatives is in-

dicated by the fact that these or-

ganizations took a strong stand in

favor of maintaining it in Washing-
ton when the Farm Credit Adminis-
tration moved to Kansas City in

1942.

The necessity for close contact

with a large number of Federal
agencies coupled with the desirabil-

ity for close working relationships

with national farm organizations

was an important factor in the ad-

ministrative decision to retain the

Division in Washington at this time.

The planning committee made im-
portant contributions^ in maintain-
ing close liaison relations and co-

ordinated efforts between the Divi-

sion and the rest of the Farm Credit

Administration at this time.

Examples of projects of the Coop-
erative Research and Service Divi-

sion during 1942 also show the pres-

sure of emergency activities. One
in which it actively participated was
to increase greatly the production
of shearling pelts needed by avia-

tors for high altitude flying.

The Division was also active in

conservation of transportation re-

sources, packaging material, ma-
chinery, and manpower. It issued a

report giving detailed methods for

reducing the number of trucks re-

quired to market livestock. More
requests than could be met were re-

ceived from cooperatives to assist in

organizing transportation associa-

tions. A report giving such sugges-
tions had wide distribution, and the
number of transportation associa-

tions increased greatly. A survey
of truck transportation of fruits

and vegetables by 52 wholesale dis-

tributors in Minnesota and Iowa
contributed to a 25-percent reduc-

tion in mileage.

Farmer cooperatives responded to

the demand for dehydrated foods as

the necessity to ship large quantities

of food overseas became apparent.

By the end of 1942, almost 50 per-

cent of dry skim milk production
was in cooperative plants. Pow-
dered egg production by coopera-

tives had increased several hundred
percent. Ten cooperative plants

were approved to produce dehy-

drated fruits and vegetables and the

Division staff helped obtain prior-

ities for machinery, select dehy-

drator designs, and train operators.

FCA War Circular 1, Dehydration

of Fruits and Vegetables by Farm-
ers' Cooperative Associations
(Harry C. Hensley), was issued

during the year.

The Purchasing Section made a

study of cooperative manufacture
and distribution of feed under war
conditions. The Division also sur-

veyed mill capacity for crushing

soybeans.

The Division studied duplication

of services in hauling milk and
cream. It prepared a report on
methods used by purchasing associ-

ations to conserve farm equipment
and helped farm mutual insurance

companies intensify safety educa-

tion among their members to avoid

needless losses from fire and acci-

dents.

Not all Division projects had such

direct application to wartime pro-

grams. The staff believed helping

maintain strong, vigorous coopera-

tives was in itself an indirect con-

tribution to the war effort. It
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helped several associations improve
their operations by developing more
effective statistical controls in their

accounting systems.

In 1943, the Division prepared
FCA War Circular 11, Neighbor-
hood Cooperation; a Solution to

Shortage Problems (John J. Scan-

Ian) . During World War II many
neighborhood cooperatives devel-

oped in rural communities and small

towns throughout the United
States. An example was the growth
of community canneries in Georgia.

More than 300 community canneries

operated in connection with voca-

tional schools included over 50,000

farm families.

Notwithstanding the predomi-
nance of emergency problems the

Division was thinking ahead. FCA
Special Report 127, Guide for Post-

war Development by Cooperatives,

was prepared during the year. It

was based on the report of an inter-

bureau committee on which mem-
bers of the Division staff served.

The Division prepared a two-reel

motion picture on dehydration and
the War Department purchased
and used 167 prints of it.

In 1943, the War Food Adminis-
trator requested the Division to

present a program for expansion of

the Frozen Food Locker Industry.

A supply of critical materials was
set aside for that purpose. Out of

1,383 applications received and re-

viewed by the section ( 583 were rec-

ommended, including some 50 filled

by cooperatives.

The Cooperative Research and
Service Division analyzed factors

involved in maintaining efficiency

of employees in purchasing coopera-

tives. Studies of adjustments made
by cooperatives handling feed and
cooperative farm machinery repair

service were subjects of War Cir-

culars.

Determination of the right of co-

operatives to pay patronage refunds

without violating maximum price

regulations was carried to favorable

conclusion after many conferences

with the legal staff of the Office of

Price Administration.

Accounting procedures were em-
phasized by the Division during
1943. Changes in the Internal

Revenue Act required tax exempt
organizations to file annual infor-

mation returns. The Division sent

three circular letters to marketing
and purchasing cooperatives to ac-

quaint them with the nature of the

requirements. When the official re-

port form (Form 990) was released,

the Division prepared suggested di-

rections for its use. After informal

review by tax officials, these were

sent to all marketing and purchas-

ing associations.

Three cooperative cottonseed oil

mills and 10 soybean mills were or-

ganized in 1943, bringing the total

of such cooperative plants to 24.

The Division made a comparative

study of operations of the coopera-

tive cottonseed mills for the 1941-42

season. Data from this study were

used by war agencies in determining

margins to be granted for crushing

cottonseed under Government con-

tracts.

Nine of the 12 War Circulars is-

sued by the Division appeared dur-

ing 1943. FCA Miscellaneous

Report No. 65, Faivmers'> Coopera-

tive Discontinuances* 1875 to 1939,

(W. W. Cochrane and R. H. Els-

worth) also was published.

The postwar problems of egg and

poultry cooperatives in the North-

eastern States were studied with

special consideration to the changes,

modifications, and adjustments asso-

ciations should make and consider

in long-range plans. The Division

also assisted several purchasing co-
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operatives in developing plans for

postwar readjustments. An article

in the December 1943 News for

Farmer Cooperatives described the

progress in planning that some sup-

ply regionals had made.
The Grain Section, among other

projects, analyzed the financial and
operating records of all regional

grain cooperatives for the 1943-44

season.

A number of events in 1944 were
indicative of changes ahead. An
organized attack on the tax status

of farmer cooperatives was develop-

ing. As a result, cooperatives be-

came conscious of the need for im-

proved public relations.

State Cooperative Councils at

that time numbered 21. A majority

of these were affiliated with the Na-
tional Council of Farmer Coopera-
tives. The first study by the Divi-

sion of this type organization was
completed in 1944 and published

the next year. Methods of achiev-

ing improved coordination of the

activities of the Division with those

of State Cooperative Councils were
discussed by the planning commit-
tee early in 1944.

The single commodity or one-

service association was beginning to

be replaced by the "all purpose" co-

operatives as a result of farmers'

demands for additional services.

An article in the May 1944 issue of

Neivs for Farmer Cooperatives de-

scribed this development.

With the introduction of hybrid
seed corn, the attention of farmers
and their cooperatives to the qual-

ity of seed, including cotton plant-

ing seed, was intensified. During
1944 and 1945 the Division made
several reports on marketing and
purchasing seed.

Research and service assistance

was devoted over a period of years
to the problems of local cooperative

During the war years, the Cooperative Research

and Service Division helped cooperatives de-

velop plans for postwar readjustments. The

News for Farmer Cooperatives, started in 1934,

was an important means of communicating

with cooperatives during these years and con-

tinues this task to this day.

slaughtering plants. Interest

largely grew out of transportation

difficulties and the growing impor-

tance of frozen-food locker plants.

Local cooperative plants for dress-

ing and marketing poultry also

were under discussion in several dis-

tricts.

The following examples of work
indicate the kinds of problems com-
ing to the foreground as coopera-

tives started to think in terms of

postwar possibilities.

1. At the request of the National

Council of Farmer Cooperatives,

the Division prepared a report giv-

ing the more important considera-

tions farmer cooperatives should

observe to obtain and maintain

exemption from Federal income

taxation. This was published as

FCA Miscellaneous Report 75,
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Farmer Cooperatives and the Fed-
eral Income Tax Statutes (Kelsey

B. Gardner) , and more than 15,000

copies were distributed before the

end of 1944.

2. The Division studied seven co-

operative soybean mills in Iowa to

assist them in developing a program
for the postwar period. THien the

project was completed, a conference

was held with directors and man-
agers of the associations and officials

of the Omaha Bank for Coopera-
tives to discuss a processing pro-

gram for the future.

3. An analysis of dairy coopera-

tives disclosed a trend toward large-

scale plants. The published results,

FCA Miscellaneous Report- 80,

Farmer Cooperatives and the Trend
toward Large-Scale Dairy Plants

(Donald E. Hirsch), emphasized
the relationship of this trend to the

need for consolidating existing

cooperatives.

4. The Grain Section of the Divi-

sion analyzed operations and ac-

complishments of 20 regional grain

cooperatives with results published

in 1945 as FCA Special Report 141,

Regional Grain Cooperatives 191$-

44 (Harold Hedges).

5. As a guide for producer groups
interested in the organization of co-

operative meat packing plants, the

Division reviewed earlier attempts

of farmers to operate such plants

cooperatively. Pitfalls to be

avoided in a cooperative meat pack-

ing enterprise were pointed out in

FCA Miscellaneous Report 72, His-

tory of Cooperative and Farmer-

Owned Meat-Packing Enterprises

in the United States (L. B. Mann).
6. The Poultry Section studied

the current and postwar problems

of some 50 egg and poultry market-

ing cooperatives in the Northeastern

States, emphasizing the need for a

central sales organization. Similar

studies were made in other produc-
ing areas.

7. The Purchasing Section as-

sisted several regional cooperatives

in developing postwar plans. It

also analyzed the relationship of

rural credit unions and supply co-

operatives in Indiana and postwar
problems and opportunities of coop-

eratives specializing in procuring

feed.

8. Eight regional grain market-

ing and supply cooperatives re-

quested the Division to determine

the most advantageous locations for

joint grain storage facilities from
the standpoint of economical and
dependable transportation. A pre-

liminary report on this study was is-

sued early in 1945.

Beginning in 1945, a series of

"clinics" began, sponsored by the

American Institute of Cooperation,

American Institute of Accountants,

and the Cooperative Research and
Service Division of the Farm Credit

Administration. Sponsors were

represented by a panel consisting of

Raymond W. Miller, Walter L.

Bradley, and Kelsey B. Gardner.

From time to time sponsors of indi-

vidual meetings also included State

cooperative councils, regional coop-

eratives, or the National Society of

Accountants for Cooperatives.

Over the next 2y2 years, some 75

of these clinics were held with a

total attendance of around 10,000.

Attendance consisted primarily of

managers and other top employees

of cooperatives, together with di-

rectors, attorneys, and auditors of

cooperatives. Land-grant colleges

were also represented at these

meetings.

The clinics dealt primarily with

the following : (1) Public relations

of cooperatives with particular em-
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phasis on the problem as it related

to lack of understanding of the na-

ture of farmer cooperatives and
their status under Federal income
tax statutes; (2) income tax con-

siderations; (3) membership rela-

tions; and (4) cooperative termi-

nology.

The clinics were an important
factor in improving cooperative

understanding of the economic na-

ture of this form of organization

and the public relations problem of

cooperatives. They also brought
about a recognition of the need for

continuing clinics or workshops for

further training of employees and
directors. Largely as a result of the

impetus afforded by these clinics,

numerous State cooperative coun-

cils, Farm Credit districts, and re-

gional cooperatives have actively

sponsored continuing series of

workshops, clinics, and short

courses, largely on an annual basis.

Early in 1945 it was evident that

peace was near and it was realized

that to be of maximum assistance to

cooperatives the Division should ad-

just its program accordingly.

In 1945 the Division realized the

needs of cooperatives engaged in

constructing or modernizing plants

for processing and handling vari-

ous commodities. Under a coopera-

tive arrangement with another
agency of the Department, an agri-

cultural engineer was assigned to

the Division on a cost-sharing basis.

With his help, designs of modern
plants of various sizes and types
were prepared for use of coopera-

tives processing and distributing

In the mid-1940's, the Livestock Section of the

Cooperative Research and Service Division gave
attention to requests for advice and assistance

from many groups of producers interested in

constructing or purchasing meat packing plants.

Shen-Valley Meat Packers, Inc., Timberville,

Va., was one of these cooperatives.

fruit, vegetable, livestock, dairy,

and poultry products and purchas-

ing farm supplies.

In cooperation with the Univer-
sity of Florida, the Division began a

study of the effect of integrated op-

erations on efficiency and costs of 41

Florida citrus cooperatives engaged
in packing or processing citrus

fruit, or providing both services. It

also issued a report on the freezing

of fruits and vegetables by coopera-

tives and completed an analysis of

the investment, operating costs, and
income of 25 cooperative food locker

associations in Illinois operating a

total of 67 plants.

The Livestock Section gave at-

tention to requests for advice and as-

sistance from many groups of

producers interested in constructing

or purchasing meat packing plants.

The Shen-Valley Meat Packers,

Inc., Timberville, Va., was organ-

ized after revision of the organiza-

tion papers had been made at the

suggestion of representatives of the

Division. Several unwise invest-

ments by other groups were
prevented.

The Division assisted in organiz-

ing poultry dressing plants, and
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developing a sales agency for co-

operative plants located in Eastern

States. It also prepared a report

that gave suggestions on the layout

of poultry dressing plants.

A new development among some
regional purchasing cooperatives

was the establishment of their own
research departments. In 1945 the

Purchasing Section studied this de-

velopment, and findings were pub-

lished as FCA Miscellaneous Re-

port 96, Research Practices and
Problems of Farmers Regional As-

sociations (Martin A. Abraham-
sen).

Members of the Division staff as-

sisted in organizing the Flue Cured
Tobacco Cooperative Stabilization

Corporation, set up as an agency of

the Government's stabilization pro-

gram to handle the crop from five

States producing flue-cured tobacco.

The Transportation Section of

the Division was engaged in some
60 studies, most of them to deter-

mine the most economical location,

from a transportation standpoint,

of proposed plants and other facili-

ties. Requests for such studies came
from approximately 50 coopera-

tives.

Shortages of food and other

essential products did not disappear

immediately after the war ended
and requests for the services of the

Cooperative Research and Service

Division multiplied as farmer co-

operatives became confronted with

new conditions and different prob-

lems.

Progress and Problems After World

War II

With few exceptions cooperatives

made the transition from war to a

peacetime economy smoothly. Many
had grown up, financially and in

cooperative know-how, since World

War I. Furthermore, there were
exciting developments, either al-

ready accomplished or in the offing.

Xew products, new services, and
new methods of packaging and
merchandising were coming to the

forefront.

The report of the Division at the

end of 1946 mentioned, among new
services offered by cooperatives,

hospitals in rural communities and
organization of the first cooperative

formed to distribute propane gas to

7,000 Iowa farmer members of 19

local cooperatives.

A Florida cooperative began the

commercial packaging of vegetables

at shipping point for retail distri-

bution to consumers. Florida Cit-

rus Canners Cooperative, Lake
Wales, also had undertaken the dis-

tribution of citrus juice in the form
of frozen concentrate.

World trade promised a potential

outlet for some cooperative prod-

ucts. Cooperative lubricating oil

has been shipped to Australia and
other countries by the Consumers
Cooperative Association, Kansas
City, Mo. Sunkist oranges mar-

keted by Sunkist Growers, Inc., Los
Angeles, Calif., were appearing in

world markets. The American
Cranberry Exchange, Xew Bed-

ford, Mass., shipped 850 boxes of

Eatmor cranberries to England for

the holiday season, the first ship-

ment since 1938, and Idaho Potato

Growers, Inc., Idaho Falls, sold a

million pounds of dehydrated

potatoes to the Indian Government.

Beginning in 1946, the Division was
able to resume work on a number of

research studies, although problems

of postwar adjustment called for

much work of a service nature.

With passage of the Agricultural

Marketing Act of 1946, additional

funds were available for research
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studies. It was agreed that because

of its long experience in marketing

research and the close contacts of

the staff with cooperatives, the Divi-

sion would conduct marketing and
utilization research, under the Act,

but that the studies should result in

findings useful to both cooperative

and other types of businesses.

An article in the January News
for Farmer Cooperatives gave a

brief description of each of the

projects assigned under AMA.
According to this article

:

So far, 13 projects dealing with trans-

portation, marketing of farm products,

or procurement of farm supplies by co-

operatives have been assigned to the

Farm Credit Administration. The Co-

operative Research and Service Division

of FCA has sole responsibility for five

of these projects. Three others are to

be conducted in cooperation with other

agencies of the Department of Agricul-

ture. Five are regional projects which
will be carried on by State experiment
stations and the Division.

The five AMA projects for which
the Cooperative Eesearch and Serv-

ice Division was assigned sole re-

sponsibility in 1947 had the follow-

ing titles

:

1. Processing farm products by
cooperatives.

2. Merchandising horticultural

products processed by cooperatives.

3. Study of transportation econ-

omies to be realized from coordi-

nating the shipping activities of

farmer cooperatives and other han-

dlers of farm products in given

areas.

4. Analysis of cooperative grain

dealer margins and costs.

5. Introduction of meat-type
hogs and improved swine carcasses

for commercial distribution.

Six months later, the Michigan
and Ohio experiment stations were
cooperating with the Division on

project 5. A study on the costs of

manufacturing and distributing

mixed feeds at wholesale and retail

levels was developed with cost data

obtained from cooperative mills.

FCA Miscellaneous Report. Ill,

Marketing Colorado Boxed Peaches

in the Twin Cities (John H. Heck-
man), was the first report on
an AMA project issued by any
agency.

A summary of selected examples

reported under both regular and
AMA funds by sections for 194&-

1953 follows:

7. Business Administration.—The
Business Administration Section

put much emphasis on cooperative

financing, accounting, credit con-

trol, and costs. In 1949, it com-
pleted a publication on accounting

for cooperatives and made its first

estimate of farmers' equities in mar-
keting and purchasing associations.

Exclusive of intercooperative in-

vestments, this estimate was
$744 million in marketing coopera-

tives and $372 million in purchasing

cooperatives.

It studied methods associations

were using to select directors, and
surveyed 240 associations to find

out what methods management
thought most effective in keeping

members informed. Results were
published in FCA Circular C-140,

Patrons Appraise Cooperative Re-

lations (Oscar R. LeBeau and John
H. Heckman)

.

In 1951, the Business Administra-

tion Section brought up to date an
earlier analysis of organization, op-

erating policies, and procedures of

the California Fruit Growers Ex-
change (now Sunkist Growers, Inc.,

Los Angeles). Structure and op-

erations of this early cooperative

have continued to interest workers

in agricultural cooperation.

57



Many insecticides and fungicides used in citrus

groves have originated in the Sunkist labora-

tories pictured here. In 7 951 , the Business Ad-
ministration Section brought up to date a

publication on this cooperative. In I960,

Farmer Cooperative Service published Circular

27, The Sunkist Growers Inc.

2. Cotton and Oilseeds.—The
Cotton and Oilseeds Section de-

veloped an improved system of ac-

counting for cooperative cotton gins

in Arkansas. It made a study of

effects of new oilseeds and process-

ing techniques on marketing outlets

and returns to growers. Possi-

bilities for establishing a cooper-

ative oilseed mill in the cotton pro-

ducing area of California also was
studied.

The Division staff explored possi-

bilities of integrating cotton gin-

ning and cottonseed oil milling,

compressing and marketing into a

single continuous operation. From
earlier studies, costs of ginning and
handling lint cotton and cottonseed

indicated that substantial savings

could be made by storing seed cot-

ton prior to ginning and integrating

the operation of cooperative gins

with oil mill operations, compress-
ing, and other services.

A case study of the operations of

the Cotton Producers Association,

Atlanta, Ga., was conducted jointly

by the Cotton and Oilseeds and Pur-
chasing Sections. This was a case

study of a diversified cooperative

engaged in several activities in-

cluding the warehousing and mar-
keting of cotton and the purchase

of supplies.

The Cotton and Oilseeds Section

initiated the annual gathering of

information on volume, methods of

sale, financial condition, and other

data pertinent to organization and
operation of cotton marketing co-

operatives and compresses.

It continued to participate in

annual conferences of directors and
managers of cooperative cottonseed

oil mills, held at the Southern

Eegional Research Laboratory,

New Orleans, La. It also partici-

pated in similar conferences with

cooperative oil mill officials, held at

Peoria, 111. Through these con-

ferences officials of the oil mills

learned to improve their associ-

ation's operating efficiency by uti-

lizing research done at the labora-

tories and by discussing operating

problems and experiences.

According to FCA's report for

fiscal year 1952, studies that year

of some 200 cooperative cotton gins

in 7 States indicated that total in-

creases in charges for ginning cot-

ton were about those justified by

changes in the price level. Margins

on cottonseed and cotton, on the

other hand, had increased some 325

percent during the same period,

suggesting that gins were depend-

ing more and more on cottonseed

margins as a source of revenue.
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One important project was a

study of efficiency of labor utiliza-

tion by cooperative cotton gins in

the South Plains area of Texas.

Findings were used in subsequent

studies as a basis for analyzing

main causes of lost time, volume,

and revenue during the peak gin-

ning season.

3. Dairy Products.—The Dairy
Section explored possibilities for

the consolidation of dairy coopera-

tives. At Sauk City, Wis., five as-

sociations pooled their resources and
combined volume of 200,000 pounds
of milk a day in order to operate a

larger plant.

The Dairy Section initiated a

continuing study of operations of

cooperatives under Federal milk
marketing orders. It also analyzed

factors involved in the organiza-

tion of a proposed milk distributing

association to serve southeastern

Pennsylvania.

The Section staff analyzed fluid

milk pricing plans and methods of

use classification. It made a study

of the various methods of reducing

costs of assembling milk from
farms. The Section also coop-

erated with the Iowa Experiment
Station in analyzing methods for

determining butter price quotations

and improving marketing practices

of Iowa cooperative creameries.

In 1948 the Dairy Section ini-

tiated a study of functions of co-

operatives in developing fluid milk
pricing plans and methods of use

classification. Objectives of the

project included evaluation of co-

operative plans to bring about more
uniform patterns of milk distribu-

tion, analysis of problems involved

in formula pricing of fluid milk,

and the role of cooperatives in Fed-
eral milk regulations.

The Dairy Section reported nine

major service projects completed
during 1950-51. One, for example,

was an appraisal of financial diffi-

culties of a cooperative distributing

milk. A report for distribution to

directors and officers was prepared
after a survey of the financial situa-

tion and operations.

4. Farm Services.—At the re-

quest of the directors of the Spring-

field and Baltimore Farm Credit

districts, the Farm Services Section

studied the effects of coordination

of National farm loan and pro-

duction credit associations on costs

and services to borrowers in each

district.

The Section helped officials of the

Alabama Farm Bureau to launch a

farm mutual fire insurance program
for that State.

The Section also studied the

various cooperative health plans

used by farmers and farmer cooper-

atives. Results were published in

FCA Bulletin 60, Rural Health

Cooperatives (Helen L. Johnston).

5. Farm Supplies.—Kesearch of

the Purchasing Section included in-

formation and advice on every

phase of cooperative handling of

farm supplies such as costs, credit,

inventories, and financing needed

facilities. A request of the Cali-

fornia Farm Bureau illustrates the

kind of service work provided by

this section. A report analyzed

possibilities for establishing a state-

wide cooperative purchasing associ-

ation in that State.

Among staff studies was an anal-

ysis of the financial reserve policies

of various regionals. The Section

also completed a report on progress

of 11 cooperatives established to re-

pair farm machinery. It set up

standards of performance for petro-

leum deliverymen and sought to
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This Laurel, Mont., oil refinery of Farmers Union Central Exchange is an example of economic
integration by farmers. A circular issued in 1951 described petroleum operations of farmer

cooperatives.

determine methods and costs of

fertilizer distribution from cooper-

ative manufacturing plants to local

distributing points. It made a

study and published a report on
operations of Mississippi Federated

Cooperatives (A.A.L.), Jackson,

and its member associations in 1953.

In analyzing costs in manufac-
turing and distributing mixed feed

at both wholesale and retail, the

Purchasing Section found that

costs per ton varied widely for

manufacturing feed in mills with
similar operations. A published re-

port suggested remedial changes.

It studied regionals producing,

refining, and distributing petroleum

and appraised their major operating

problems, pointing out opportuni-

ties for further coordination. A re-

port of the study was published in

1951, as FCA Circular C-139, Pe-

troleum Operations of Farmer Co-

operatives (J. Warren Mather).

Other projects included a study

of effects of transportation costs on

manufacture and distribution of

fertilizer and a study of costs of

selected cooperative feed manufac-
turers and distributors. Studies

were made of possibilities for co-

operative purchasing of farm sup-

plies in Tennessee, Oklahoma, and
Arkansas.

6. Frozen Food Lockers.—The
Frozen Food Locker Section made
a comparative analysis of invest-

ment, income, expense, and savings

of cooperative locker plants in Illi-

nois, Maryland, and Virginia.

It made a study to determine the

minimum size of cooperative plant

and design of equipment suitable

for manufacturing sausage. It also

analyzed cost and margin data for

each service and department of a

multiservice cooperative locker

plant to determine charges for the

various services and volume re-

quired for sound operation.

During the Korean War, as in

World War II, this Section was
designated the agency in the De-

partment of Agriculture to estimate

amounts of materials and supplies
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needed for normal operation of the

frozen food locker industry under

the Controlled Materials Program
of the National Production Au-
thority.

The Section's staff also inter-

preted regulations of the Office of

Price Stabilization to the industry

and pointed out to OPS officials

amendments required to enable lock-

er plants to continue effective op-

erations.

One of the Frozen Food Locker

Section's 1950-51 projects was an

analysis of 35 cooperatives in Illi-

nois with a total of 95 plants. Ee-

sults of this project, like those of

previous analyses and cost studies,

were used as guides by management
of cooperative and other locker

plants to improve operating effi-

ciency. Findings were presented

to directors and managers of the

35 associations at three regional

meetings.

7. Fruit and Vegetables.—In 1946

the Fruit and Vegetable Section re-

viewed operations of the California

Fruit Exchange, Sacramento. This
followed its reorganization 5 years

earlier after a study by the Division.

In cooperation with the Univer-
sity of California, the staff studied

methods and costs of distributing

citrus fruit through cooperatives

and other channels. A report on

In 1948, the Fruit and Vegetable Section helped test pilot-scale equipment for developing a

practical method of handling citrus fruit in bulk from grove to packinghouse. Findings from

this study in Florida and California led to adoption of such equipment in citrus producing States.
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this study showed handling margins

and costs in various methods of

marketing.

In 1948 the staff also helped in a

project to design, construct, and test

pilot-scale equipment for develop-

ing a practical method of handling

citrus fruit in bulk from grove to

packinghouse and analyzed possible

savings from commercial use of

such equipment. Findings from
this study in Florida and California

led to substantial adoption of such

equipment in citrus producing

States. The section also published

reports on the cooperative mar-

keting of apples and the operating

policies of the California Prune and

Apricot Growers Cooperatives

(now Sunsweet Growers).

During the 1950-51 season, the

Fruit and Vegetable Section studied

factors affecting costs in packing

California and Arizona citrus.

This study showed that packing

costs were considerably lower in

handling 600,000 or more boxes than

when handling smaller quantities.

Soon afterward 10 California as-

sociations whose volume had been

reduced by urban growth united in

5 consolidated cooperatives. Its

work in prepackaging identified the

problems involved in changing from
bulk marketing to consumer-size

packaging of cranberries.

The Fruit and Vegetable Section

made a study of marketing policies

in a large dried fruit cooperative.

This one was representative of some
20 others that processed and mar-
keted their members' products.

The Section analyzed operations

of an association formed to bargain

with processors for its members'

vegel ables. The report, FCA Bulle-

tin 10, Marketing Policies of the

California Walnut Growers Associ-

ation (Harry C. Hensley and Xeil

H. Borden), included suggestions

for financing a drive for increased

membership, expanding services to

producers, and improving relations

with processors. It also analyzed

possibilities of consolidating oper-

ations and sales of two California

wine marketing federations.

The Fruit and Vegetable Section

had 11 research projects in progress

during the year. Findings of one,

an analysis of food brokers' ap-

praisal of cooperative marketing
practices, was published. At that

time some two-thirds of fruits and
vegetables processed by coopera-

tives were sold through food

brokers. Consequently, it was im-

portant to obtain and summarize
their opinions of cooperative mar-

keting practices.

Typical of several service proj-

ects was a study made to determine

the feasibility of a federation of

fresh fruit marketing associations

operating a processing plant in the

Pacific Northwest.

8. Grain.—A Grain Section study

of costs and other factors in storing

grain on the farm and at local eleva-

tors in Oklahoma was published as

FCA Bulletin 58, Where and How
Much Cash Grain Storage for Okla-

homa Farmers (Thomas E. Hall,

Adlowe L. Larson, Howard S.

Whitney, and Charles H. Meyer).

Similar studies covered North

Dakota and Indiana.

Results of a study of margins and

costs of cooperative elevators in

Kansas were published in 1951.

The study reviewed the operating

experience of 48 local elevators dur-

ing the period 1945-48. The Grain

Section also studied the organi-

zation of cooperative subterminal

and terminal grain marketing in

Illinois. As a result, two grain

regionals consolidated.
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The grain staff held conferences

with groups of farmers, extension

workers, and officials of the Colum-
bia Bank for Cooperatives at six

points in South Carolina and two in

Georgia to give advice for form-

ing elevator associations in the

Southeastern States. Requirements

for organizing and financing ele-

vators and constructing facilities

were discussed.

The Grain Section had collected

information on location of facilities,

costs, and methods of financing

needed plants. Problems of eleva-

tor versus farm storage also were

studied.

9. History and Statistics.—The
History and Statistics Branch pre-

pared annual surveys of farmer co-

operatives during this period. Data
tabulated showed annual statistical

series on memberships and total

dollar volumes by 12 major com-
modity groups.

In 1950-51 the annual survey was
revised to show information on a

functional and commodity basis.

For the first time information was
assembled for regional, local, bar-

gaining, and service cooperatives.

Regional cooperatives, for the first

time, provided information on in-

tercooperative business as well as a

breakdown on memberships and
volumes according to the States in

which they operated.

In addition to conducting the

annual survey and performing
other research work, the Branch
maintained case files and source ma-
terial on all active and discontinued

cooperatives of record. In this con-

nection, it acted as a service branch,

providing information on specific

cooperatives which the commodity
and functional branches required

for their own research and service

work.

70. Livestock and Woo/.—The
Livestock and Wool Section made
a study of organization and opera-

tion of Producers Livestock Coop-
erative Association, Columbus,
Ohio. This cooperative, with 34
markets in 3 States, had pioneered

in the decentralized method of sell-

ing livestock. The study analyzed
methods of coordinating sales at

country, terminal, and auction mar-
kets and also the purchase of feeder

animals and sales to nearby and
distant packers. Its results ap-

peared in FCA Bulletin 65, De-
centralized Marketing by Producers
Livestock Cooperative Association,

Columbus, Ohio (R. L. Fox and
C. G. Eandell).

Another project was on prepara-

tion of wool for market and an
analysis of cooperative wool auc-

tions as possible adjuncts to market-
ing cooperatives.

Overadvances paid by coopera-

tives marketing wool seriously

handicapped some of them in 1951.

The Livestock and Wool Section

studied the wool future's market to

determine possibilities of hedging
some risks of this nature. It also

analyzed operating procedures in

24 wool marketing associations in

an effort to stimulate greater

efficiency.

The Section completed its study

of advantages to farmers of pro-

ducing meat-type hogs and methods
of determining premiums to be

paid for these hogs. It developed

a formula for grading live hogs that

would be representative of the car-

cass yield.

The livestock staff helped a co-

operative to establish a pilot plant

to determine the practicability of

utilizing edible byproducts. In

cooperation with the Frozen Food

Locker Section, it analyzed possi-
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bilities of constructing small local

slaughter plants and developed floor

plans and equipment designs for

them.

7 7. Membership Relations. — In
1946 the Cooperative Research and
Service Division reactivated work
in Membership Relations and estab-

lished a section by that name. A.

W. McKay was placed in charge.

The first studies were directed to

the extent and nature of the teach-

ing of farmer cooperation in voca-

tional agricultural schools and fac-

tors influencing farmers' support of

their cooperatives.

The Section studied current mem-
bership relations programs of

farmer cooperatives and in 1948

published a report on the member-
ship relations of grain associations.

In 1951, it made a study of extent

of member participation in activi-

ties of large associations and com-
pared the effectiveness of various

methods used to keep members
informed.

A service and educational project

of this section was initiated to assist

agricultural extension workers, offi-

cials of State Cooperative Councils,

and others in developing policies

and programs for educational work
with cooperatives and their mem-
bers.

72. Poultry and Eggs.—The Poul-

try Section of the Division carried

on a continuing study of costs and
efficiency in cooperatives handling

eggs. Information on 25 coopera-

tive plants located in the Northeast

and the North-Central States

showed wide variations in costs. It

also studied possibilities of a cen-

tral marketing agency for some 60

egg and poultry cooperatives in the

Northeast and presented alternative

plans.

The Section studied ways to re-

duce costs by improving the layout
of high-cost plants and simplifying

operations. It also formulated
price-inducement plans to level the

seasonal cycle of egg receipts.

Studies made by the staff were used
in forming a federation of north-

eastern egg and poultry coopera-

tives. This federation, Northeast-

ern Poultry Cooperative Associa-

tion, Inc., New York City, began
operations in 1953 as a sales and
service agency for 23 member
cooperatives.

The Section advised turkey mar-
keting associations in Colorado of

their need to repair or rebuild their

facilities to meet State or Federal
sanitary requirements. It also

stressed needed changes in articles

of incorporation, bylaws, and oper-

ating procedures. Directors of each

association voted to adopt the sug-

gestions made.

A number of cooperatives in the

Midwest request ed information

needed in broadening their service

by handling poultry and eggs as a

sideline. The poultry and egg staff

also made a study of cooperative

hatcheries throughout the United

States and helped Arkansas Exten-

sion Service and Arkansas Farm
Bureau Cooperative Association to

organize Arkansas Poultry Cooper-

ative, Inc., Bentonville, to dress and

market broilers.

Other projects included an anal-

ysis of operating costs in 15 large

cooperative poultry dressing plants,

a membership study to determine

reasons for members' failure to sup-

port 4 broiler associations that

failed, and possibilities for coor-

dinated marketing program for

poultry cooperatives in the North-

Central States.
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13. Spec/a/ Crops.—Work of the

Special Crops Section related espe-

cially to organizational structure,

membership, and public relations in

the cooperatives' handling of such

commodities as tobacco, rice, dry

beans, sugar, and honey. For
example, it helped dry bean mar-

keting associations to develop a pro-

gram for marketing their products

through a single agency in a given

market. Assistance also was fur-

nished the Maryland Tobacco As-

sociation, Inc., Upper Marlboro, in

its successful effort to have the 1945

crop of tobacco removed from price

control by the Office of Price

Administration.

The special crops staff also made
a study of the organization and op-

erating problems of cooperatives

marketing honey in Ohio and
Illinois. It made suggestions for

improving the operating efficiency

of a tobacco marketing association

that saved 10 percent in overhead
costs. It helped cooperatives mar-
keting dried beans in five Inter-

mountain States to organize a joint

sales agency.

By 1953, cooperatives marketing
special crops had made significant

progress. In that year, these as-

sociations handled crops with a

value of over $450 million for about

75,000 producers. Rice cooperatives

were handling approximately 40

percent of the crop produced in the

United States, and Sioux Honey As-
sociation, Sioux City, Iowa, had
grown until its operations covered

18 States.

14. Transportation.—The Trans-

portation Section assisted in organ-
izing the National Agricultural

Cooperative Transportation Com-
mittee of the National Council of

Farmer Cooperatives in 1947. In
that year it also completed a num-

ber of traffic studies that largely

emphasized the importance of de-

termining desirable plant location.

The Section made studies for sev-

eral groups of cooperatives to deter-

mine the most advantageous

locations for new plants and ware-

houses. These studies considered

in- and out-freight rates and storage

or milling-in-transit privileges

available at alternate locations. In
some cases, the practicability of

using truck or barge transportation

was appraised.

Other research projects were as

follows : ( 1 ) A continuing effort to

determine economies and improved
services realized by established co-

operatives in hauling products to

market and distributing farm sup-

plies, (2) coordination of transpor-

tation facilities and services among
cooperatives in various parts of the

United States, and (3) a study,

jointly with the Purchasing Sec-

tion, of factors in transportation

costs and economics basic to a

fertilizer program in the North
Central States.

An analysis made by the trans-

portation staff demonstrated that a

regional cooperative was losing

$30,000 annually through failure to

employ efficient traffic service and
to coordinate its transportation fa-

cilities with its locals. As the staff

advised, the regional immediately

established a traffic department.

To summarize.—The work with

farmer cooperatives after the close

of World War II covered every

phase of their organization and

operations.

A continuing development was
the Division workshop, the first of

them held in January 1939. The
11th, for example, was held in De-

cember 1949 and was devoted

mainly to research problems.

65



Farmer Cooperative Service has continued the yearly workshop, started in 1939 by the Division

of Agricultural Cooperation. In this 1960 picture, J. Kenneth Samuels, Director, Marketing Divi-

sion {center), leads a staff group in an analysis of a problem.

Listed on the program were 43 par-

ticipants. These included the Gov-
ernor and Deputy Governor of

Farm Credit Administration, 20

members of the Division staff, 12

from other agencies of the Depart-
ment, and 9 representing universi-

ties and general farmer and coop-

erative organizations. Papers pre-

sented by all members of the staff

were published in 1950 as Special

Report 207.

Toward the end of 1950, because

of hostilities in Korea, the Division

reactivated the planning committee
that had functioned during World
War II. This committee was active

during approximately the first 6

months of 1951. It summarized
recommendations in February 1951

as follows:

The Committee believes that the effec-

tiveness of the work of the Division in

this emergency requires (a) close con-

tact with defense agencies, and (b) a
flexible program which will permit quick
shifts in direction whenever necessary.

It is also our considered belief that the

maintenance and strengthening of farm-

ers' cooperatives contribute to the preser-

vation of a free economy. ... It is a

basic responsibility of this Division to

assist in bringing about an understand-

ing of the place and function of co-

operatives in our economic system.

A reference to cooperation with

other State and Federal agencies

during the 1950-51 fiscal year is

typical of a policy inaugurated

early in the history of the Division.

A report of Division activities

stated

:

Throughout the years, the Division has

been able to enlarge its efforts in behalf

of farmers' cooperatives by cooperating

with other State and Federal agencies in

the conduct of research and service

projects. In this way its influence has

been extended far beyond the limits of

its own staff and funds.

The fiscal year 1950-51 saw no limita-

tion of this practice. The staff of the

Division was engaged in approximately

00 research projects, including 24 'work'

and 'line' projects conducted with RMA
funds which have been available to the

Division since 1947—18. For the same
l>eriod there were reported 45 projects of

a service or educational nature. Out of

the total of 135 projects, about 55 percent
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were conducted with the cooperation of

one or more additional agencies. These
cooperating agencies represented practi-

cally all States and included State exper-

iment stations and extension serrices,

Federal agencies, cooperatives, and their

State and National organizations.

During this period the coopera-

tives grew greatly in importance to

the Nation's economy. A study of

1952-53 operations showed 10,114

farmers' marketing, purchasing,

and related service cooperatives

with 7.5 million memberships and
a gross clollar volume of business

totaling $12.3 billion.

During 1952-53, the Cooperative

Research and Service Division

issued 48 publications dealing with
cooperative problems, and its staff

took part in some 200 educational

or business meetings with 13,000

directors, managers, and members
attending. At this time it was esti-

mated that two of every three farm-

ers in the United States were mem-
bers of one or more marketing or

purchasing cooperatives.

Some indication of the extent and
diversification of the program of

the Cooperative Research and Serv-

ice Division while in the Farm
Credit Administration can be ob-

tained from a review of the types

and number of publications issued.

Numbers according to type of pub-
lication were as follows: Bulletins,

71; General Circulars, 53; Educa-
tional Circulars, 40; Miscellaneous

Reports, 177; State Reports, 34;

Limited Reports, including those

previously classified as confidential,

347; Advisory Reports, 42; T\
r
ar

Circulars, 13; Leaflets, 12; and
Legal Summaries, 58.

In addition to this the News for

Farmer Cooperatives was published

monthly and a large number of re-

prints were made available.

Farmer Cooperative Service (1953 to 1962)

FARMER Cooperative Service

began its formal existence on
December 4, 1953. Formation of
this agency, which was assigned re-

sponsibility for carrying on the re-

search, service, and educational pro-

gram with cooperatives formerly
conducted by the Farm Credit
Administration, grew out of two
developments.

One was approval of the Farm
Credit Act of 1953 on August 6 of

that year. It transferred the Co-
operative Research and Service

Division from the Farm Credit

Administration which was set up
as an independent agency to the

jurisdication of the Secretary of

Agriculture. The second was the

reorganization of the Department
of Agriculture which occurred on

November 2 of the same year.

With these changes, work on

problems of cooperatives for the

first time achieved agency status in

the U.S. Department of Agricul-

ture. To a considerable degree this

reflected the general acceptance of

the idea that cooperatives were an
important instrumentality of farm-

ers in marketing their products and
obtaining necessary production sup-

plies and services.

Moreover, there was growing ap-

preciation on the part of the De-
partment of Agriculture that it

should assist farmers in their busi-

ness efforts in much the same way
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that it was helping provide various

kinds of technical assistance on
problems of production. It was in

recognition of these trends that

Farmer Cooperative Service was
established within the Department.

Organizational Structure

The program of work with

farmer cooperatives under Farmer
Cooperative Service continued

along much the same line as pre-

viously. As a separate agency, how-
ever, the Service became a self-

contained and complete organi-

zation (see pages 70 and 71 for

FCS organization chart as of

January 1961) . Joseph G. Knapp,
who had served as Associate Chief

of the Cooperative Research and
Service Division from 1948, was
made Administrator of this newly
established agency.

To facilitate its operations, an

Administrative Management Divi-

sion was established. This Division

had responsibility for personnel,

accounting, budgeting, and other

"housekeeping" functions.

Similarly, an Information Divi-

sion also was established with re-

sponsibilities for publishing the

News for Farmer Cooperatives,

editing publications and reports,

handling press releases and con-

tacts, getting movies and television

programs produced, preparing ex-

hibits, distributing the stock of FCS
publications, answering inquiries

for information from the general

public, serving in a liaison capacity

with the information agencies of the

Department, and related infor-

mation office duties.

Finally the research, service, and
educational work with farmer co-

operatives was grouped in three

program divisions—Marketing,

Purchasing,2 and Management
Services. The various sections of
the former Cooperative Research
and Service Division were desisr-

nated as branches and assigned to

these divisions.

The Marketing Division was
given responsibility for all work re-

lating to the cooperative marketing
activities of farmers. Because of

the tendency of such work to be

carried on along commodity lines,

the seven branches having market-

ing responsibilities were placed in

this Division. These were : cotton

and oilseeds, dairy, fruits and vege-

tables, grain, livestock and wool,

poultry, and special crops. The
latter included work on such crops

as dry beans, forest products, honey,

peas, rice, sugar beets and sugar-

cane, and tobacco.

The Purchasing Division grouped
those cooperative responsibilities

that dealt with the production sup-

plies and services required in mod-
ern farm operations. Three

branches included in this division

were : farm supplies, farm services,

and frozen food locker.

The Farm Supplies Branch was

assigned consideration of problems

of cooperatives handling such items

as feed, seed, fertilizer, petroleum

products, equipment and machinery,

and related production necessities.

The Farm Services Branch was

2 In the Cooperative Research and Serv-

ice Division the term purchasing was
used to indicate the unit or section work-

ing on problems of cooperatives handling

feed, seeds, fertilizer, petroleum prod-

ucts, and related production supply items.

With the formation of Farmer Coopera-

tive Service this work was assigned to

the Farm Supplies Branch and the term

purchasing was used to identify both the

supplies and services farmers purchased.
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authorized to assist those coopera-

tives furnishing credit, electric

power, insurance, irrigation, health

protection, and a wide range of re-

lated farm services.

The work of the Frozen Food
Locker Branch emphasizes improv-

ing management tools and tech-

niques of small processing coopera-

tives, evaluating plant operating

procedures and merchandising

practices, and developing industry-

wide information on the locker and
freezer provisioning industry.

Experience demonstrated that a

number of activities were common
to both marketing and purchasing

cooperatives. Therefore, the Man-
agement Services Division was es-

tablished to carry on work of in-

terest to all types of cooperatives.

In so doing it worked across com-
modity lines on such problems as

financing, management, member-
ship, organization, and transporta-

tion. Branches that made up this

Division were: Business Adminis-
tration, History and Statistics,

Membership Relations, and Trans-

portation.

As in the past the three program
divisions engaged in three major
types of activity— (1) research, (2)

advisory service and technical as-

sistance, and (3) education. These
lines of work are closely integrated.

It has long been recognized in Fed-
eral work with cooperatives that a
continuous and effective program
of research is basic to the achieve-

ment of significant accomplishments
in both the service and educational

areas.

Highlights in Program Activities

Publications of Farmer Coopera-
tive Service from the time of its

establishment in 1953 to January 1,

1962, were as follows : 13 bulletins,

30 circulars, 16 educational circu-

lars, 4 educational aids, 99 general

reports, 57 service reports, 158 case

studies, 18 legal series or summaries,

23 information series publications,

22 marketing research reports, some
20 miscellaneous reports, and
monthly issues of the News for
Farmer Cooperatives, together with
over 225 separate reprints of arti-

cles or groups of articles from this

magazine.

Approximately one-third of these

publications were the result of par-

ticipation by the Service in the re-

search program growing out of the

Agricultural Marketing Act of

1946.

The research efforts of Farmer
Cooperative Service have been ad-

justed continually to changing agri-

cultural conditions. Representative

illustrations of some of the newer
areas of research with cooperatives

in which the Service has been and is

still active are as follows

:

1. The subject of integration has

received considerable attention by
the Farmer Cooperative Service.

Early studies included : General Re-

port 44, Integrated and Related

Operations of the Central Carolina

Farmers Exchange (Martin A.
Abrahamsen and Russell C. Eng-
berg) ; General Report 45, United

Cooperative Farmers, Inc.—A
Study in Economic Integration

(John M. Bailey and Russell C.

Engberg) ; General Report 61, In-

tegrated Operations . . . Hamilton
Farm Bureau Cooperative (Martin

A. Abrahamsen).

Subsequent studies have dealt

with the integrated program of:

The Federated Cooperative of Que-

bec, the Pendleton (Oreg.) Grain

Growers, and a group of fresh

fruit and vegetable cooperatives.

These studies were prepared to

69





71



show how cooperatives have been

successful in providing integrated

services for members.

Three functional studies of inte-

gration have been made by the

Service. The first was General Re-

port 58, Integrated Petroleum Op-
erations through Farmer Coopera-

tives, 1950 and 1957 (Anne L.

Gessner and J. Warren Mather).

Others were on integrated dairy

and integrated feed operations of

farmer cooperatives. On the closely

related field of mergers, articles

that appeared in the News for

Farmer Cooperatives on economic,

human, financial, legal, and facili-

tating aspects of this problem were
published in reprint form, and have
had wide distribution.

2. Two publications growing out

of increased emphasis by the Serv-

ice on problems of cooperative

financing were: FCS Educational

Circular 5, Financing Farmer Co-

operatives and General Report 41,

Revolving Fund Method of Financ-

ing Farmer Cooperatives (HelimH.
Hulbert, Nelda Griffin, and Kelsey

B. Gardner) . Other studies of the

Branch pertained to methods of

financing and. farmers' equities.

3. The Service has conducted

studies identifying research needs

of cooperatives. In cooperation

with the American Institute of Co-
operation and agricultural econo-

mists and rural sociologists from
land-grant colleges, the Service re-

vised a previous publication on
problem areas in cooperative re-

search.

It prepared and issued General

Report 40, Research in Agricultural

Cooperation—Problem Areas. A
supplementary publication ex-

amined the place of research pro-

grams of major regional fann
supply cooperatives. It helped con-

tribute to the establishment of

annual conferences of research di-

rectors by these associations.

4. In the field of membership par-

ticipation, publications reflect new
thinking by cooperatives and cover

such subjects as: FCS Circular 15,

Horn Women Help Their Farmer
Co-ops (John H. Heckman and
Oscar R. LeBeau). Another study
reported on membership practices

of cooperatives. Supplementing
this research program have been a

number of reprints from the News
for Farmer Cooperatives and either

the preparation or revision of pub-
lications on organizing and forming
cooperatives and on improving
member relations and membership
participation.

5. In response to increased in-

terest in problems of cooperative

management, the Service conducted

a number of studies in the field.

One such study was of directors'

duties and responsibilities. It gave

attention to the experience, train-

ing, and compensation of directors

as well as the performance rating

of boards by managers and direc-

tors.

Other studies in this series were

concerned with bylaw provisions for

selecting directors of regionals ; the

qualifications and duties of direc-

tors
;
employee incentive plans ; and

the selection and election of

directors.

6. Increased attention has been

given to matters of communication.

For instance, the Service studied

and published General Report 30,

How Do Members Use A Co-op

Paper? (Job K. Savage). It re-

vised an older publication and pub-

lished it as Information 13 under

the title, "Making Your Member-

ship Publication Do the Job/'
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A series of reprints of articles

appearing in the News for Farmer
Cooperatives covered Annual Re-

ports, Effective Communications—
Core of Co-op Success, Ideas for

Making Annual Meetings Effective,

and Formulas for Annual Meetings

also have been prepared.

7. Growing recognition, too, has

been given to the general area of

public relations. A Service Report

on State Cooperative Councils ap-

peared in 1956. Two leaflets, one

relating to farmer co-ops in the

community and the other on public

relations in cooperative business,

appeared in 1958 and 1959 respec-

tively. These have been supple-

mented by two reprints from the

News for Farmer Cooperatives on
public relations.

8. Indicative of growing recog-

nition of the place of youth in co-

operatives, the Service published

FCS Circular 1 on Cooperative

Business Training for Farm Youth
(Oscar R. LeBeau and John H.
Heckman) . This has been supple-

mented by Educational Aids cover-

ing such subjects as Farmer Coop-
eration . . . An American Way,
Jf-H Clubs and Co-ops, Better Liv-

ing, and Future Farmers and Co-

ops. Publications in this same area

covered the use of cooperatives as

source of teaching material and the

teaching of farmer cooperation.

9. Growing emphasis on prob-

lems of transportation research

have covered a wide range of areas.

A series of reports have related to

fertilizer transportation problems

of cooperatives as well as problems

confronting cooperatives in losses

and bruising in handling and trans-

porting livestock.

Industry-wide publications of

special interest have been on agri-

cultural exemption features of in-

terstate trucking of frozen fruits

and vegetables, and the transporta-

tion of rice.

10. Technical aspects relating to

the operating problems of coopera-

tives, often studied under the Mar-
keting Research Act, have been

studied by a number of marketing
branches of the Service. One such

study was on the efficient use of gin

machinery and another dealt with
practices and costs in flat, standard,

and high density baling of cotton.

11. Changing conditions in the

dairy industry resulted in a study

of milk hauling practices. Find-
ings were published in FCA Bul-

letin 69, Farm-to-Plant Milk Haul-
ing Practices of Dairy Cooperatives

(Joseph M. Cowden) . Other areas

of research designed to improve the

efficiency of dairy cooperatives cov-

ered such subjects as a comparison
of bulk and can milk hauling costs,

butterfat sampling in bulk hauling,

multiquart containers, and oppor-

tunities for Grade A milk market-
ing by milk manufacturing
cooperatives.

12. Agency work wTith fruit and
vegetable cooperatives has given

special attention to the development
of bargaining cooperatives. To this

end it cooperated with the National

Council of Farmer Cooperatives in

developing a series of conferences

on this subject. A study of pooling

and other payment methods of local

vegetable cooperatives provided
data on types of payment methods
that contributed to effective and
orderly marketing.

FCS Circular 27, SunJcist Grow-
ers, Inc.—A California Adventure

in Agricultural Cooperation (Irwin

W. Rust and Kelsey B. Gardner),

published in 1960, brings up-to-date

information on this well-known

cooperative. Other studies ex-
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plored the coordinated marketing
of processed fruits ancl vegetables

and analyzed the returns and prac-

tices of Florida fresh citrus sales

associations.

13. The work with grain coopera-

tives included: FCS Circular 10,

New Country Elevators—Influence

of Size and Volume on Operating

Costs (Thomas E. Hall), and Gen-
eral Report 64, Cooperative Coun-
try Elevators in Montana (Francis

P. Yager). The Service has pre-

pared annual summaries on the op-

eration of regional grain coopera-

tives that have provided data

useful to management for compar-
ing business performance.

14. Problems of livestock cooper-

atives in the Northeastern States in

operating auctions were reported in

two publications. FCS Circular 9,

Feeder Calf Sales in the Southeast-

em States (C. G. Randell and Anna
E. Wheeler) , also represented a new
area of study.

The role of frozen food locker

plants in the meat packing business

was explored in a study that in-

cluded the appraisal of future

possibilities and the need for co-

operative meat processing. Reasons

for failure of cooperatives in this

area of activity also were studied.

15. Research by the Service on

the problems of poultry and egg co-

operatives covered possibilities for

increasing operating efficiencies. A
series of cost studies on handling

eggs in the northeast, north central,

and western parts of the country

were published. Also FCS Cir-

cular 23, Cooperative Marketing of

Turkeys (Henry W. Bradford and

John J. Scanlan), was published.

A number of studies exploring op-

portunities for the merger of poul-

try cooperatives also have been

made.

16. A wide range of interests

represented in special crops resulted

in a publication, FCS Circular 7,

Western States Bean Cooperative—
A Joint Sales Agency (Henry M.
Bain), in 1954 and rather extensive

work with rice both from the stand-

point of the operations of rice

cooperatives ancl a study of trans-

portation as related to rice produc-
tion in the South.

17. Research in the Service on
problems of farm supply coopera-

tives included many areas. For
instance, Credit Control in Selected

Retail Farm Supply Co-ops (John
M. Bailey) and Inventory Manage-
ment by Selected Retail Farm Sup-
ply Co-ops (John M. Bailey) were
the first in a series of publications

dealing with special features of

credit and inventory problems of

these cooperatives. In addition,

work on problems of feed coopera-

tives resulted in publications on
feedbags and mobile feedmills.

A Handbook on Major Regional

Cooperatives Handling Farm Pro-

duction Supplies, 1958 and 1959 (J.

Warren Mather), is the most recent

of a series that describes the organi-

zational structure, types of services,

savings, and general operating

trends of these associations.

Also, studies on problems of

fertilizer cooperatives took into ac-

count manufacturing facilities and

distribution methods including bulk

distribution and liquid nitrogen dis-

tribution. Pay plans for tank truck

salesmen was another subject that

was studied. The staff also has

participated in a number of merger

studies.

18. A series of credit union

studies has highlighted recent work

with service cooperatives. Two of

these publications have been : Gen-
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eral Report 49, Rural Credit Unions
in the United States (Arthur H.
Pursell), and General Report 94,

Rural Credit Unions in Nine Mid-
western and Great Plains States

(Arthur H. Pursell).

Two reports on the use of credit

unions also have been prepared.

These publications explained the

organization and operation of credit

unions and their place in rural econ-

omy. In addition, a reprint was
prepared from articles in the News
for Farmer Cooperatives that dealt

with the operations of rural credit

unions.

Other work of the Branch has
included retirement and group in-

surance plans for employees of co-

operatives and reinsurance by
mutual fire insurance companies.

19. Work with the Frozen Food
Locker and Provisioning Plants has
emphasized accounting and operat-

ing efficiency. Frozen Food Locker
Cooperatives in Illinois, 1956-67
(L. B. Mann and Paul C. Wilkins),

is the last report in a series of

studies of local associations by the

Branch that provided comparative
operating information useful in ap-

praising business performance.
Other studies dealt with the de-

velopment of guides for uniform
accounting, an analysis of major
processing and storage costs, mer-
chandising techniques for frozen

food locker plants, and business

management. As a guide to man-
agement, the Service also has con-

ducted industry-wide studies every

5 years that emphasize the status of

The research efforts of Farmer Cooperative
Service, since its establishment in 1953, have
continually adjusted to changing agricultural

conditions. Bulk milk handling is one of the

newer areas of research in which the Service

has been active.

and trends in this dynamic and
rapidly changing industry.

20. The role of cooperatives in

other countries has been given

greater recognition in recent years.

In addition to indicating the na-

ture and extent of this development,

studies by the Service have identi-

fied areas of mutual interest to co-

operative leaders in the United
States and other countries. In co-

operation with the Foreign Agri-

cultural Service, a report was
prepared titled FAR-105, Agricul-

tural Trade with the Cooperatives

of Japan (John H. Heckman).
Also a series of three publications

have appeared under the general

title, General Report 4, Agricul-

tural Cooperation in Western
Europe (John H. Heckman and
Anna E. Wheeler) . These specifi-

cally have related to the Benelux
Countries; England, France, Italy,

and Switzerland; and Norway,
Sweden, and Denmark.
In 1961, FCS Circular 28,A Look

at Agricultural Cooperation in

India (Martin A. Abrahamsen),
was prepared to provide coopera-

tive leaders and others in this coun-

try with information on the nature

and problems of cooperatives in

that country. These publications



In December of 1954, Farmer Cooperative Service and the American Institute of Cooperation

jointly sponsored a research conference on farmer cooperatives. Members of the FCS staff and
land-grant college men from many States attended the conference, held in Washington, D.C.

have been supplemented by a re-

print of articles from the News for
Farmer Cooperatives, "Co-ops in

Other Lands."

National Leadership

During the 8 years of its exist-

ence, Farmer Cooperative Service

has engaged in a number of addi-

tional activities that have grown
out of the changing agricultural

conditions confronting farmers and
their cooperatives.

One example of such effort was
the joint sponsorship with the

American Institute of Cooperation

of a national conference on research

and teaching in agricultural co-

operation in 1954.

Following this conference five

subsequent regional conferences

were held—at Washington State

College, Pullman; Clemson Agri-
cultural College, Clemson, S.C.;

Texas A. and M. College, College

Station; Kansas State College,

Manhattan ; and Pennsylvania

State University, University Park.

A second national conference was
held in 1959.

Attention at these conferences

was given to research methods for

dealing with distinct problems of

agricultural cooperatives
;

special

areas for research, particularly in-

tegration, bargaining power, and

regional research; and possibilities

for improving Interstate-Federal

coordination of research on prob-

lems of interest to farmer associa-

tions. Proceedings of all confer-

ences have been published.

In exploring teaching methods,

attention was directed to the need

for better teaching fundamentals,

curriculum contents, and necessary

materials for effective teaching.
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Along somewhat similar lines and
also in cooperation with the Ameri-
can Institute of Cooperation, the

Service has sponsored a number of

regional member relations con-

ferences. These conferences
brought together membership re-

lations workers and other interested

persons by areas and gave primary
attention to the methods being used

to increase the effectiveness of mem-
bership relations programs among
cooperatives.

By the end of 1961 regional con-

ferences had been held in Hershey,

Pa.; Richmond, Ya.; Kansas City,

Mo. ; Minneapolis, Minn. ; New
York, N.Y.; Omaha, Nebr.; San
Francisco, Calif.; East Lansing,

Mich.
;
Portland, Oreg.

;
Atlanta,

Ga. ; and Wichita, Kans.
The Service also has provided

assistance to other Government
agencies in their relations with co-

operatives. Work with the Treas-

ury Department on problems of co-

operative taxation is illustrative of

such effort. The Service, too, has

frequently had an opportunity to

review and make suggestions on
various releases having a bearing on
matters relating to Federal policy

with cooperatives. In 1960 the

Service provided information on
the significance and character of co-

operatives that was based on its

financial studies to the Ways and
Means Committee, House of Repre-
sentatives, in connection with its

hearings on cooperative taxation.

Another example of assistance to

cooperatives has been the cosponsor-

ship with the Agricultural Research

Service, U.S. Department of Agri-

culture, of a national conference of

cooperative cottonseed and soybean

oil mills. These conferences have

been held annually for a number of

years and enable these associations

to better meet technical and eco-

nomic problems, thus improving
their operating efficiency.

The Service has provided infor-

mation on a number of problems of

concern to national cooperative or-

ganizations
;
particularly the Amer-

ican Institute of Cooperation, the

National Council of Farmer Co-
operatives, The Cooperative League
of the U.S.A., and a number of the

general farm commodity organi-

zations.

Farmer Cooperative Service also

has made substantial contribution

to international understanding

through its program of assistance to

foreign nationals.

In cooperation with the Foreign
Agricultural Service and the Agen-
cy for International Development,
it works with some 650 foreign

representatives annually who come
to the United States to study oper-

ations of American cooperatives in

actual practice as well as to get

acquainted with policy on coopera-

tives as it exists on both State and
National levels.

In all, thousands of foreign repre-

sentatives have benefitted from the

training program in cooperatives

that has been provided through the

advice and guidance of Farmer Co-
operative Service.

Recognition of the work of the

Service and the capacity of its staff

has been made in many ways in con-

nection with cooperative advance-

ment overseas. Representatives of

the Service have been temporarily

assigned for work or dissemination

of technical information relating to

cooperatives in such areas as Korea,

Japan, Ethopia, India, Egypt,

Turkey, Trinidad, New Guinea,

British Guiana, Caledonia, Para-

guay, Venezuela, Colombia, and

Peru.
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The Period in Retrospect

THE first 50 years covered in this

report largely were years of ex-

perimentation and trial and error

for farmer cooperatives in the

United States. Many mistakes

were made, but driven on by press-

ing economic needs cooperatives

gained recognition as a useful eco-

nomic tool for farmers.

The following 50 years, 1912 to

1962, were for farmer cooperatives

a period of growth and develop-

ment. The progress they made
cannot be measured by volume of

business alone. The distinctive

progress is found in: Increased

memberships while the number of

farmers was declining, improved
management, better informed
boards of directors, increased

awareness of the kinds of services

required by farmers, and substantial

integration of operations—all these

are indications of significant

progress.

The scope and direction of as-

sistance to cooperatives by the De-
partment of Agriculture has
changed with the needs of farmers

and their associations. One press-

ing need in 1913 was for reliable

assistance on problems of organiza-

tion and operation. The staffs of

agencies having responsibility for

cooperative work undertook to meet
this need. Somewhat later, field

agents in marketing and county

agricultural agents gave valuable

assistance.

The lack of adequate records and
the need for greater appreciation of

accounting methods were other

problems that the cooperative staff

of the Department tackled. Early

publications dealt to a considerable

extent with accounting problems

and records. Progress has been

made since that time, but account-

ing continues a problem of some
cooperatives.

Confusion regarding the legal

status of cooperatives, and the need

of legal review of various court de-

cisions, led to the appointment of

an attorney to the staff in 1918.

From 1913 to about 1921, coopera-

tives were harassed by a series of

antitrust suits in State courts. The
fact that cooperatives were not "il-

legal combinations in restraint of

trade" was not definitely established

until Federal legislation taking the

form of the Capper-Volstead Act
was enacted in 1922.

In 1913, there probably were not

over 25 operating cooperatives that

could be classed as regionals ; 17 of

these were still active in 1957. By
1923 the number in this group had
grown to some 175. Problems of

cooperative management were in-

tensified in these larger organiza-

tions. Need for adequate financing

and more adequate accounting rec-

ords increased. Membership rela-

tions became more important. The
need for managerial skill and
stronger boards of directors also

came to the foreground. All of

these matters received the attention

of Federal research workers.

By 1921 economic research re-

ceived increased recognition as an

effective way to evaluate coopera-

tive possibilities and to deal with

problems. The established policy

in the Department of Agriculture

of making application of the find-

ings of economic research to coop-

eratives and their problems was an

important contribution by the Fed-

eral Government.

Early studies analyzed the fac-

tors that contributed to the success
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of well-established cooperatives.

This was followed by similar

studies of more recently organized

regional associations. The prob-

lems of these relatively inexperi-

enced organizations led to greater

demands on the Department for

advisory assistance on economic and
business problems.

Possibilities of cooperation in

agriculture appearecl unlimited to

many people during the 1920's.

The vigor and earnestness of these

growing efforts were manifest. At
the first session of the American
Institute of Cooperation, for ex-

ample, cooperative leaders spent 4

weeks in an organized discussion of

their problems and plans for the

future. Public interest and support

was at a high level. The Division

of Cooperative Marketing became
widely recognized as a source of

valuable information and assist-

ance.

The 1920's also were the heyday
of the Farm Bloc, a group that be-

lieved strongly in more direct assist-

ance to agriculture than coopera-

tives could offer. Passage of the

McNary-Haugen bill, vetoed by
President Coolidge, marked the

high tide of their efforts in the

1920's. A compromise of conflicting

opinions was responsible for the

Agricultural Marketing Act and
the creation of the Federal Farm
Board in 1929.

Following the creation of the

Federal Farm Board, the coopera-

tive staff was transferred to the

Federal Farm Board in 1929. For
the next 10 years, until the Farm
Credit Administration became part

of the Department of Agriculture,

work with cooperatives was con-

ducted in these independent agen-

cies, outside the jurisdiction of the

Department of Agriculture.

During the period that the Divi-

sion of Cooperative Marketing was
part of the Fecleral Farm Board,

it placed emphasis on appraisals of

organization possibilities or on de-

termining necessity and safety of

Farm Board loans to cooperatives

rather than on new research. How-
ever, much use was made of prior

research work of the Division.

Substantial progress was then di-

rected to the organization of na-

tional and regional cooperatives.

Many of the regionals have survived

and expanded their operations.

From 1933 to 1953, the coopera-

tive staff was a part of the Farm
Credit Administration. The prog-

ress made by farmer cooperatives

during this period dwarfed all

earlier advances.- The Cooperative

Research and Service Division was
intimately associated with this

progress, and demands on the staff

for research and service assistance

continued to increase.

During and after World War II,

cooperatives increased in member-
ship and developed new methods of

serving farmers. Bulk delivery of

feed and fertilizer was inaugurated.

New and modern plants were con-

structed for processing fruits and
vegetables, manufacturing dairy

products, extracting cottonseed and
soybean oil, and many additional

services.

For example, findings of Farmer
Cooperative Service showed that

from 1940 to 1960, 16 regional grain

cooperatives increasecl their sub-

terminal and terminal elevator

capacity from 20 million to 227 mil-

lion bushels.

Many of these developments

stemmed from research and ad-

visory assistance by the staff of the

Cooperative Research and Service

Division. The practice of paying
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Farmers own 2,800 cooperative petroleum bulk plants with 5,400 tank trucks like this one in

Missouri to deliver fuel to their farms. In the late fifties, the Service made a study of pay plans
for tank truck salesmen.

premiums to producers for meat-

type hogs is one development grow-
ing out of this research. Another
was a study of petroleum operations

of cooperatives in 1951 that empha-
sized the need for coordinated

efforts if the best interests of farm-
ers were to be served.

Service work with farmer coop-

eratives always has had an urgent
quality. Frequently the demand
arose from the desire of directors

of small and large associations to

obtain an impartial review of pres-

ent or proposed policies, or methods
of administration.

Over the years, approximately
half of such projects have been con-

ducted with the cooperation of State

officials. Vet State agencies often

have not wanted to assume full re-

sponsibility because many problems
were more than statewide in char-

acter. Furthermore, the coopera-

tive staff has become widely recog-

nized as the group that was expert

in the field. Consequently, fre-

quent demands have been made on
the staff to carry out this portion of

their responsibility under the Co-
operative Marketing Act.

The Cooperative Marketing Act
also authorized the Cooperative Re-

search and Service Division and its

successor, Farmer Cooperative

Service, ' kTo promote the knowledge
of cooperative principles and prac-

tices and to cooperate, in presenting

such knowledge with educational

and marketing agencies, coopera-

tive associations, and others."

Educational work has been a con-

tinuing project of the entire staff.

A feature has been the publication

of special circulars for use by voca-

tional and agricultural classes in

high schools and other educational

institutions. Another has been the

publication of summaries of find-

ings of research projects in the

monthly magazine, A
r
ews for

Farmer Cooperatives. The nu-
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merous educational meetings, clin-

ics, and conferences in which mem-
bers of the staff have participated

over the years have been mentioned

from time to time in the foregoing

sections.

Compared with the large corpo-

rations, farmer cooperatives, how-

ever, are small business. Studies of

Farmer Cooperative Service showed
that in 1954 over 80 percent of all

farmer cooperatives did a business

of $1 million or less annually.

Comparatively few presently ex-

ceed $100 million, but not more than

3 or 4 exceed $200 million. This

suggests that further developments

undoubtedly will include consolida-

tion of smaller associations and fed-

erations of locals into stronger and
more effectively integrated busi-

nesses.

The achieving of agency status

for work with cooperatives through
the formation of Farmer Coopera-
tive Service reflected increased rec-

ognition of the importance of the

business problems of farmers. It

also is indicative of growing reali-

zation on the part of the Depart-

ment that it has a responsibility to

assist farmers with these problems.

To more effectively provide this as-

sistance, research, service, and edu-

cational work in the Service was
grouped in three program divi-

sions—Marketing, Purchasing, and
Management Service.

The response of the Service to

changing economic conditions is

shown by the nature of the work
undertaken. For instance, within

the past decade emphasis has been

on such comparatively new areas of

work as integration, consolidations

and mergers, economic research,

problems of directors, membership
relations, and cooperative informa-

tion programs with farm youth.

New work also has included ef-

forts in such areas as : public rela-

tions, communications, and the

teaching of cooperation.

In addition, the various branches

of the Service have given increased

attention to studies of research deal-

ing with implications of new tech-

nical developments, problems of re-

ducing operating costs, ancl ways of

achieving greater efficiency in busi-

ness performance.

Through the maintenance of

nationwide statistical information

on cooperative development and
trends, the Farmer Cooperative

Service has provided other agencies

of the Government and the general

public with facts not otherwise

available as to the true status of

farmer cooperatives.

The growing scope of work of the

Service is also indicated by its

assumption of responsibilities for

the guidance and training of foreign

visitors who have an interest in the

organization and operation of co-

operatives in this country.

Directly or indirectly through its

research program, educational ef-

forts, publications, and conferences

and consultations, Farmer Coopera-

tive Service has in one way or

another been of assistance to practi-

cally all cooperatives in the United

States and helped to build a climate

favorable to their effective develop-

ment. Another aspect of the work
of the Service relates to the savings

of millions of dollars through ad-

vising against unsound cooperative

ventures.

Through a continuing policy of

cooperation with research workers

ancl extension personnel at land

grant colleges, various agencies of

the Federal Government, such co-

operative organizations as the

American Institute of Cooperation,
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the National Council of Coopera-

tives, the Cooperative League of the

United States of America, and var-

ious cooperative commodity groups,

Farmer Cooperative Service has

contributed to a climate of mutual
understanding and recognition of

cooperatives.

In a changing economy, organi-

zations such as cooperatives can be

expected to reflect the dynamic de-

velopments of the day. Therefore,

as these organizations change, the

neecl for the guidance of research to

mark the way ahead is clear.

Consequently, the duties of the staff

of Farmer Cooperative Service to

assist farmers and their coopera-

tives to prepare for future changes

and adjustments in operations be-

comes increasingly urgent in the

years ahead.
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Other FCS Publications Available

Farmer Cooperatives in the United States. FCS Bulletin 1.

Organizing a Farmer Cooperative. FCS Circular 18.

Making the Most of Your Co-op Annual Meeting. FCS Circular 22.

Oscar R. LeBeau and French M. Hyre.

Business Research of Regional Farm Supply Co-ops. General Report
13 . Martin A . A braharnsen.

Revolving Fund Method of Financing Farmer Cooperatives. General

Report 41. Helim H. Hulbert, Nelda Griffin, and Kelsey B. Gardner.

Management Training Among Farmer Cooperatives. General Re-

port 65. David Volkin and Nelda Griffin.

Directors of Regional Farmer Cooperatives—Selection, Qualifications,

Duties, Performance. General Report 83. David Volkin, Nelda

Griffin, and Helim H. Hulbert.

Handbook on Major Regional Cooperatives Handling Farm Produc-

tion Supplies, 1958 and 1959. General Report. 89. J. Warren Mather.

Statistics of Farmer Cooperatives, 1959-60. General Report 103.

Anne L. Gessner.

The Story of Farmers' Cooperatives. FCS Educational Circular 1.

Financing Farmer Cooperatives. FCS Educational Circular 5.

Forming Farmer Cooperatives. FCS Educational Circular 10.

Sizing Up Your Cooperative. FCS Educational Circular 11.

Three Principles of Agricultural Cooperation. FCS Educational

Circular 13.

A copy of each o f these publications may be obtained while a supply

is available from:

Information Division

FARMER COOPERATIVE SERVICE

U.S. DEPARTMENT OF AGRICULTURE

WASHINGTON 25, D.C.


