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AGRICULTURAL  COOPERATIVES AND AGRICULTURAL ECONOMISTS

by

"Raymond Y, Miller
American Institute of Cooperation

Congress and the several state legislatures have enacted legislation allow-
ing for.the .creation of farmer-owned, controlled, and administered coopcrative
corporations. 'These function within the scope of the respective statutes, in
the interests of general welfare, by acting as service agencies for the market-
ing ofi the products.of individual furmers or for the purchase of their cssential
furm rcguirements., : .

_"A farm cooperative, basically, is the same as any other corporation
in that it is given a charter by the state to organize and perform various
. business. functions., . Some of the oldest and best managed institutions in
the nation are cooperative in structure. ' B

"y farm cooperative is a legul entity with an objective different
from that of most other corporations. The voting control of business
corporations  ordinarily is proportionate to noney invested, and the
ultimate objective of the company is to meke a profit out of dealings
with third parties. lost cooperative corporations or associations have
the rule of one niember - one vote, irrespective of capital investment or
percentage of patronage.

"The .end objective of the cooperative organization is to render
service t0 patrons at cost in accord with their patronage and to main-
tain and enhance their dignity as men and women, Both marketing and
purchusing types of cooperative business render valuable service to
their owners and to the public," 1/

The Cormittee on Small Business of the United States House of Representa-
tives recently completed a comprehensive study of "The Competition of Coopera-
tives With Other Forms of Business Enterprise."” 2/ Its findings are worthy of
the most careful consideration by all students of the problems of marketing.
Conclusions of the Committee are basically to the effect that incorporated
farm cooperatives arc a necessary part of the nationul economy and are in the
best interests of general welfare. The report suggests that the continued
trend of economic concentration in industry makes the cooperative necessary as
one instrument to combat monopolistic practices. The committec reported that
cooperatives enjoy no preferential treatment not accorded to other types of
business. Little dunger to other forms of business organizations arise fron
the cooperatives, they conclude, in that the latter's participation in the
nation's business is only nominal.

The basic principle of farm cooperatives is that they shall operate at
cost for their patrons and members. There is nothing unique about this idea

;/ Cooperative Policy and lianagement, 1946, Americun Institute of Cooperation.
2/ Union Calendar No. 550, House Report MNo. 1888. 79th Congress, 2nd Session.
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as it is widely employed by other forms of business enterprisc in the commercilal
world. The Associated Press is one of the best known in the cooperative field,
There are cooperative apartment houses, cafecteries, vholesalce drug and buying
groups, publishing houses und numerous other ventures ocutside of the farm co-
operative field where pcople use a corporate structure to act as a business

agent for them at cost.

The farm marketing ccoperative, to gualify under the provisions of the
Capper-Volstead ict §/ the federal law czlled the legna Carta of the farm co-

operative movement, must market only for producers.

It cannot act as a selling

agency for speculators, midclemen, or anyone except thc rerson who actually pro-
duces the crop. Each state has its own laws governing the organization and

operation of agricultural cooperatives,

"The adaptation of the cooperative principle in a farm service corporation-
is compuratively new. North America and northern Europe are the leaders in
this movement. Business Veek for April 27, 1946, published the latest Depart-
ment of Agriculture and Bureau of Labor Statistics figures on farm cooperatives

as follows:

Number of
Marketing Associations liembership
1929-30. « . . 10,546 2,630,000
1945-44. . . . 7,522 2,730,000

Number of
Purchasing Associations

i’embership

1926-30, « o 1,454
1944-44. . . . 2,778

47G,000
1,520,000

Business
(rillion
Dollars)

$2,310
4,430

Business
(Million
Dollars)

190
730

LELX

Farm marketing cooperatives exist in many fieclds of endeavor. OSome are
solely selling agents. They merely act as agents of individual farmers in the
securing of markets without actually handling the product itself, Some main-
tain grading, and/or as.embling facilities whereby the rroducts of many farms
are pooled and sold in uniform containers under established standards., Cthers
further integrate the marketing Turction on the rcad to the conswrer throuch
extensive advertising, dealer service, «nd in some cases, retail outlets,

In the purchasing fiecld, some cooperatives merely buy a product such as
lumber, fertilizer or feed, in Guantity lots for distribution to their members.
Others establish manufacturing plants whereby raw material is milled or fabri-

cated into food, Tertilizer or machinery -cady for farm use.

Still others drill

wells, maintain refineries znd pipc lines and produce synthetic 'hay' -- gusoline

and o0il -- for the "iron horses" of the farm.

—

3/ Public Law 146, approved February 18, 19
HR 237%, 67th Congreéss.

(Gisy

42 Stats 388,

Original bill,
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The profit bu81ness world should ‘study the farm cooperative movement and
recognize that it is a permaren+ part of American’ business life. Farm co=
operatives, are seldom formcd save when ordlnary business functions _are un-~
economical ox unavailable. The reluctance of industry to market "open formula
feeds" and give quantity discounts was largely respon31ble for the organization
of faxmer*cooperatwve purchasing aS:OGl&LlOHSo

In the marketlng of products9 the producer has found that by pooling them
with his neighbor and by exercising control over them a little further toward
the table or wardrobs of the consumer, ‘he is able to get a larger return for
his efforts without 1ncreas1ng ‘the’consumexr's coste-

The farm cooperative will,.in all probabilityﬂ increase in magnitude and
influence in the immediate years anead. It has gone through a period of trial
and srror. It has offten lacked efficient direction and managerial personr.:;
membership educated in cooparative principles, and the appreciation and ur izr-
standing of buyers or suppliers. These conditions, however, are largely t2ing
eradicateda

Several schools of business administration today are recognlzlng thuse
new phs.seQ of the American economy. They are giving, or preparing to give,
courses in the administration of farm.cooperatives, Nearly all of the land-
grant zolleges have such offerings in the field of farm economics with a
direct bearing upon the philosophy-that marketing and purchasing is as much
a farm function as plowing and harvesting. But have these courses provided
enough treining in the field to do what the business schools have done for
business majors? How many of our land-grant colleges provide more than just
an introduciory course in a riculbural zooperation? Are students in our
agricultural colleges exposed to tha possibilities and limitations of the
- cooperative form of doing business? Soma of our’ studies indicate that
ralatively few agriculfural studenhs major in this field of worko Sasuld
the cooperatives look to the business sshools or 4o the. land-grant solleges
as a sourte of replacements in management?

Cooperative entxtles over the years have developed activities and pro-
grams which help protect the farmer from exploitationo, Their scientific
laboratories are carrying on intensive research both in the fields of im-
proved farm produchs in tha inkerests of the consumar, and in supporting the
production of quality farm supplies. Are colleges in their spheres as public

agencies doing an adaquate job of research in the membership, management,
 business and legal aspachs of agriculbtural sooperative orgunization?

The farm cooperative has aoted as. a .yardstick and measurmng rod for the
efficiency of business in generalo There are large areas in Americae where
profit and non-profit farm supply and marketing organizations operate in
peace and goed fellowshipa

American business has naturally made many mistakes amidst its multiple
successess Perhaps no greatar error has been made by business management than
by failing to recognize that farm psople have a Tegal right undar state and
federal l'aw to ast through a servide corporation in the business worlde The
same principle that has dominated the insurance field, wherein mutual insur-
ance of all types is in the majorityn nevertheless has been looked upon as
nefarious when used by farm people fie halp them enjoy a life cycle with a
goodly measure of the blessings of a maferial eivilization,
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Today the farm cooperative is accepted as an integral unit of the American
business economy. In addition to its normal economic functions it acts as a
stabilizing influence in a social economyo, It is democratic and representative
in forms It is largely built upon the theory of the New England tovm meeting
based on the one man-one vote principle. It is different from the ordinary
'pecunlary corporatlon in the fact that money invested therein is not a deter-
.mining factor in the selection of direchors or the control of management.
‘These are handled'on a personal rather than & moneyed basiso

"The intrinsic value of agricultural joint effort is evidenced by the
fact thet milliions of farm families have entrusted billions of dollars of
agricultural business to these, their own ¢. vvice organizations. The over=-
waelming majority of such groups is liwing v to the best traditions of
‘zaoperative thecry and history, The value of agricultural cooperatives as
a part of the farmer's economic existience is being demonstrated daily by
thousands of efficiently operated farmer-ovmed business concernss

"Their worth to the nation as a whole cannot be too strongly emphasized.
The cqoperative, in improving and stabilizing the farmer‘s returnsD has
greatly increased his purchasing power, Thus he is able_to improve the
production machinery and capacity of his farm, keeping up with advanced
methodso The result is more economical and greatar production, both of
which are reflected in better prices and more uniform supply as to quantit.
and quality for the consumere.

"embers of that small percentage of cooperatives which have failed
to assume proper moral; social, and economis responsibility.should insist
on reorganization, This is imperative, not only for the families directly
concerned, but so that the farmer cooparative, as such, can hold its head
high among the groups that are creating a living ethical democracy on this
continent,

"Now that the war is over, cooperatives have a tremendously increased
opportunity to serve, Their members and officials recognize more than ever
that the dir+atov form of government countenanced no conperative effort,
Citizens join.wvoluntary assocliations only within a frae government,

eke shronseat huliaxk of sl-T3130 for 2o aipisullireal industry
that has appeared over the near horizon is sooperahion M &/

So far we have diszussed the Agricultural Cooperative part of my topico
Now let us turn to the part of the Agricultural Lronomist., I know you as agri-
cultural economists either on the firing line or in teaching, appreciate the
importance of the questions we have discussed. Ilowsver, if cooperatiog is to
develop in the agricultural field on s somd. hasis slosa coordination in the
world of ideas and practloe must be mainbtained. In my experiencepalthough some
cooperatives look to college men for guidance and.advice and college men use
cooperatives for teaching material, the relationship is no% as close as it
should be for the best interest of alle May 1 put this question? How e¢can
closer relations he dewaleped befwaen agrisulbtural sooperativas snd the land-
grant colleges in the fields of training ﬂnVVTVﬂng economics and sociology so

'é/ Cooperative Policy and lManagement, American Institute of Cooperation, 1946.
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that the. colleges will prepare men adcouately to teach sound principles of
cooperation? How can the colleges teach students to be qualified to fit into
the operating picture in an association as a member, officer, or employee of
an association? If the land-grant colleges are not doing the job, should the
agricultural cooperatives look to the business schools for such training as
has been suggested by some ceoperakive leaders?

Cooperatlve assoclations apparently are not Looklng to the colleges as a
source for their replacementse Is it duei*to lack of training, %o oversight on
the part of the cooperative leaders, or inabality or um-.._ln_ngnesQ by the
cooperatlve\ to meet starting salaries for college graduates in alternative
oppowl-unw tiex?

Our surveys indicate that few extension men and vocational agricultural
teachers obtain training in college in marketing and cooperation. In our
present sconomic set-up where cooperatives act as pace-satters must.we not
include such training in their programs if farmers-and vocational-agricultural
-students are to understand the implications of what we have been discussing J
this moérning?

 If we are. failing to train college men for this field, what courses are
lacking? Should we, in addition %2 Thz production courses add courses in
marketing, cooperative principles. aciounbing, public speaking, and public
relations to the curriaulum of a man planning +o go inko snoparation as a life
work? Qr should the conperative aspssts he inaluded in ow: law, accounting,
business management, corporation, finance, and other courses? Where do visits
to and study of cooperatives fi%t in the developmen+ of the suarriculum?

Perhaps one field which has not been plowed thoroughly enough is that
of research in the prineiples. oparation and achiavemants of agriaultural co-
operative associations, '

*

- lore training in college will help in the future, However, many men
already in cooperativa work realize their need for more training. What can the
agriculfiural economists de te promote more in-hraining courses for these men?
Some colleges have alraady hald shorht sourses., sema inskifubas, some a series
of leatures on special topias and seme have assisted in GI in-training programs.
Two types of need exisht; one, furthar htraining for axhension workers and voca-
tional-agriculfural feashars so that they sar help guide intelligently the
destinies of existing assosiations: two. fraining for directors and amployees
of assoeciations whe are anxious te bahhtar prepare themselves for their jobs.
These needs can be met in different ways, dspending on the loecal situation,
Such schools, conferencas., and alini2: a2 have hean held have demonstrated
the usefulnesz of such +training in davaloping leaders. Some of +the methods
used have included members meetings. in-training programs, inhernships,
schools for employees by larger assoziations, summer work with cooperatives
by college students, short zourses for exbansion workers and vezational-
agricultural teachers and cooperatiwve instituhas foxr diractors.

There is a real need for more rssearch and teaching both resident and
extension in the field of economicz parficularly in marketing and cooperations
The question is how nan it be done within the bounds of limited personnel and
funds that are awa®lshle, Unless the agrisulhural aolleges which have the
experisnce and backgraund take the laeadership in research and teaching in this
field, the development of zoeparatives fo fill thair naal placs as pace-setters
will be retarded, Tha agriculfurel aszonomisths ara in s, kay pesition r tha
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development of this programe It seems to me it is your respon81b111ty. The .
results will depend on the degree to which you settle into the harness and pull
your share of the loade

The farm cooperative is not a passing phase in the business world., It is
here to stayo -It will probably have a continuing moderate growths . Such growth,
however, will be determined by the way the rest of the business world appreciates,
comprehends and works with ite The land-grant colleges for many years have taken
the lead in teaching sound produgtion practices. More recently teaching of the
social sciences has been developing. The extent to which the land-grant colleges
seek and teach the truth about the plage of the agricultural cooperative in our
competitive economic society'will in a large rcusure determine its development
in the future, If its growth is to be sound and in the direction it should take,
is it aot the responsibility of the land-grant colleges to provide the leader-
ship in research and teaching both &t the colleges and in extension? - Is it not
their duty to point out the limitations and possibilities of this form of d01ng
business?




