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AGRICULTURAL. COOPERATIVES AND AGRICULTURAL ECONOMISTS 

by 

‘Raymond '.: Miller. 

American Institute of Cooperation 

Congress and the several state legislatures have enacted. legis lation allow- 

ing for.the creation of farmer-owned, controlled, and administered cooperative 

corporations. “These-function within the scope of the respective statutes, in 

the. interests of seneral welfare, by acting as service agencics for the market- 

ing of the products.of individual farmers or for the purchase of their essential 

furm requirements. : . 

"hk 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 ure cooperative in structure, 

"a farm cooperative is a legal entity with an objective different 

from that. of most other corporations. The voting control of business 

corporations’ ordinarily is proportionate to money invested, and the 

ultimate objective of the company is to make a profit out of dealings 

with third parties. Most cooperative corporations or associations have 

the rule of one nember. - one vote, irrespective of capital investment or 

percentage of patronage. 

"The .end objective of the cooperative organization is to render 

service to patrons at cost in accord with their patronage and to main- 

tain and enhance their dignity as men and women, Both marketing and 
purchasing types of cooperative business render valuable service to 

their owners and to the public.” 1/ 

The Committee 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 are a necessary part of the national 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 committee reported that 

cooperatives enjoy no preferential treatment not accorded to other types of 

business. Little danger to other forms of business organizations arise from 

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 

  

V/ Cooperative Policy and Management, 1946, American Institute of Cooperation. 

2/ Union Calendar No. 550, House Report No. 1€88, 79th Congress, 2nd Session. 
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as it is widely employed by other forms of business enterprise in the commercial 

world. The Associated Press is one of the best known in the cooperative field, 

There are cooperative apartment houses, cafeterias, wholesale drug and buying 

groups, publishing houses and numerous other ventures cutside of the farm co- 

operative field where people use a corporate structure to act as a business 

agent for them at cost. | : 

The farm marketing cooperative, to wualify under the provisions of the 

Capper-Volstead sict S/ the federal law called the Magna 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 the person who actually pro- 

duces the crop. JHech state has its own laws governing the organization and 

operation of ugricultural cooperatives, 

~The adaptation of the cooperative principle in a farm service corporation: 

is comparatively new. North America and northern Europe are the leaders in 

this movement. Business Week for April 27, 1946, published the latest Depart- 
ment of Agriculture und Bureau of Labor Statistics figures on farm cooperatives 

as follows: 

  

    

  

  

Business 
Number of (iiillion 

Marketing Associations Membership Dollars) 

1929-30. . 2 « 10,546. 2,650,000 32,310 

1945-44, . 6 .« 7 yong 2,730,000 4,450 

Business 
Number of (Million 

Purchasing Associations Lembership Dollars) 

1929-30, « « » 1,454 4°70 , O00 $ 190 

1945-44, « .« . 2,778 1,520,000 3 730 

Farm marketing cooperatives exist in many fields of endeavor. Some are 

solely selling agents. They merely act as agents of individual farmers in the 

securing of murkets without actually handling the product itself. Some main- 

tain grading, and/or as..embling facilities whereby the sroducts of many farnis 

are pooled and sold in uniform containers under established standards, Cthers 
further integzrate the marketing furction cn the road to the consumer throurh 

extensive advertising, dealer service, and in some cases, retail outlets. 

In the purchasing ficld, some cooperatives merely buy a product such as 

lumber, fertilizer or feed, in quantity lots for distribution to their members. 

Others establish manufacturing plants whereby raw material is milled or fabri- 

cated into food, fertilizer or machinery -ecady for farm use. Still others drill 
wells, maintain refineries end pipe lines and produce synthetic 'hay' ~- gusoline 

and oi] -~ for the "iron horses" of the farm. 

  

3/ Public Law 146, approved February 18, 1922, 42 Stats 388. Original bill, 

HR 2376, 67th Congress. 
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The profit business world should ‘study the farm cooperative moverent and 
recognize that it is a permanent. part of American’ business life) Farm co-= 
operatives, are seldom formcd save when ordinary business functions_are un- 
economical or unavailable. The reluctance of industry to market "open formula 
feeds" and give quantity discounts was largely responsible for the organization 
of farmer ‘cooperative purchasing associations o 

In the marketing of products, the producer has found that by pooling them 
with his neighbor and by exercising control. over them a little further toward 
the table or wardrobe of the consumer, he is able to get a larger return for 
his efforts without inqreasing ‘the’ consumer’ s COSta’ 

The farm cooperative will,.in all probability, increase in magnitude and 
influence in the immediate years ahead. It has gone through a period of trial 
and error, It has often Jacked efficient direction and managerial personr:::, 
membership educated in cooparative principles, and the appreciation and ur isr« 
standing of buyers or suppliers, These conditions, however, are largely bring 
eradicateda 

Several schools of business administration today are | recognizing these 
new phases of the American economy. They are giving, or preparing to give, 
courses in the administration of farm. cooperatives, Nearly all of the land- 
grant sollegas have such offerings in the field of farm economics with a — 
direct bearing upon the philosophy: Ghat marketing and purchasing is as much 

a farm function as plowing and harvesting. But hava these courses provided 

enough training 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 sntroduswory Gourse in a ricultural sooperation? 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 

relatively few agricultural students major in this field of works “Snould 
the cooperatives look to the business schools or to the: land-grant solleges 
as a sourte of replacements in management? 

Cooperative entities over the years have developed activities and pro-= 
grams which help protect the farmer from exploitation. Their seientific 
laboratories are carrying on intensive research both in the fields of im 
proved farm produsts in the inherests of the sonsumer, and in supporting the 
production of quality farm suppliese Are colleges in their spheres as public 
agencies doing an adequate job of researsh in the mambers)ip management, 

business and toga. aspects of agriculburad sooperativa ongunization? 

The farm cooperative has acted as:a yardstick and meas uring, rod for the 
efficiency of business in generalo There aré large areas in America where 
profit and non-profit farm supply and marketing organizations operate in 
peace and good fellowships 

American business has naturally made many mistakes amidst its multiple 
successes. Perhaps no greater error has been made by business management than 
by failing to recognize that farm people have a legal right undar state and 
federal ‘aw to aat through a service corporation in the business worlde The 

same principle that has dominated the insurance field, wherein mutual insur 

ance of alll types 41s in the majority, nevertheless has been looked upon as 

nefarious when used by farm people te halp them anjoy a life cycle with a 
goodly measure of the blessings of 9, material civilization, 
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Today the farm cooperative is accepted as an integral unit of the American 
business economye In addition to its normal economic functions it acts as a 
stabilizing influence in a social economy. It is democratic and representative 
in form. 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 
pecuniary corporation in the fact that money invested therein is not a deter- 
mining factor in the selection of directors or the control of management. 
‘These are handled'on a personal rather than a moneyed basiso 

"The intrinsic value of agricultural joint effort: is evidenced by the 
fact that millions of farm families have entrusted billions of dollars of 
agricultural business to thease, their own s. rvice organizations. The over= 
waelming majority of such groups is living +» to the best traditions of 
cooperative thecry and histeryo The value of agricultural cooperatives as 
a part of the farmer*’s economic existence is being demonstrated daily by 
thousands of efficiently operated farmer-ovmed business concerns. | 

"Their worth to the nation as a whole cannot be too strongly emphasized. 
The cooperative, in improving and stabilizing the farmer's returns » has 
greatly increased his purchasing power o Thus he is able _to improve the 
production machinery and capacity of his farm, keeping up with advanced 
methodse The result is more aconomical and greater production, both of 

which are reflected in better prices and more uniform supply as to quantit:- 
and quality for the consumers 

“Members 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 thea farmer csoeparative, 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 dictator form of government countenanced no cooperative efforte 
Citizens join-woluntary associations only within a free governmento 

Ushe stroncest bul otk of atebtlity Cor 45 aorisulloral industry 
that has appeared over the near horizon is nooperation 2! 4/ 

So far we have dissussed the Agricultural Cooperative part of my topics 
Now let us turn to the part of the Agricultural Ksonomist. JI know you as agrie 
cultural economists either on the firing line or in teaching, appreciate the 

importance of the questions we have discussed. Ilowavear, if cooperation is to 

develop in the agricultural field on 0 sound hasis stlose soordinetion in the 

world of ideas and practice must be maintained. In my experiance, although some 
cooperatives look to college men for guidance and.advisa and college men use 
cooperatives for teaching material, the relationship is not as close as it 

should be for the best inherest of allo May I put this question? How ean 

closer relations be davaloped batweean agriaultural soeoperathivas and the lande 

grant colleges: in the fields of training Anwo Lying economics and sociology so 

ya 

4/ Cooperative Policy and Management, American Institute of Cooperation, 1946. 
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that the. colleges will prepare men adequately 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 ccoperative leaders? 

Cooperative associations apparently are not looking to the colleges as a 
source for theix replacementso Is it duatto lack of training, to oversight on 
the part of the cooperative leaders, ox Inability or unwillingness by the 
cooperatives to meet starting salaries for college graduates’ in alternative 
opportunities? : 

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 pacecsathers 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 | 
this morning? 

-If we are. failing to train colllege men for this field, what courses are 
lacking? Should we, in addition t: ths production courses add courses in 
marketing. cooperative prinsiples., acitounting, publica speaking, and public 
relations to the curriculum of a man planning to go inho anoparation as a life 
work? Ox should the conperative aspests be insluded in ow: law, accounting, 
business management, corporation, finance, and other courses? YVhere do visits 
to and study of cooperatives fit in the davelopment of the surriculum? 

7 

: 

Perhaps one field which has, not been plowed thoroughly enough is that 

of research in the principles, oparation and ashiavemants of agricultural cou 
Operative associations » : _— 

_ Wore training in college will help in the future. However, many men 
already in cocperativa work realize theix need for more trainings What can the 
agricultural economists do te promote more in-tbraining courses for these men? 
Some colleges havea already hald short 30umsea., soma inshitubeas, some a series 
of lectures on special tapiss and soma have assisted in GI instraining programs o 
Two types of need axistz one, further training for axhensioen workers and vocae 

tilonal-agricultural teashars so thah they sav help guide intelligently the 
destinies of existing associations; two, training for directors and amployees 
of associations whe are anxious ta bebhar prepare themselves for their jobso 
These needs scan be met in different ways, dapending on the lonall situations 
Such schoals,. conferences, and o1in.33 as hava bean held have demonstrated 

the usefulness of such training in davalaping Teadarso Some of the methods 
used have included. members meetings, in-bratning programs, internships, 

schools for employees by larger assotiations, summer work with cooperatives 
by college students, short tourses fox extension workers and vosational- 
agricultural teachers and cooperative institubes for diractorse 

There is a real need for more research and teaching both resident and 
extension in the field of economics particularly in marketing and cooperation 
The question is how aan it be done within the bounds of limited personnel and 
funds that are ava*lshleo Unless the agricultural solleges which have the 

experience and background take the ‘aadership in research and taashing in this 
field, the development of zanparathivas ho fall their reat place as pace-setters 
will be retarded, The agrisulhural asonomists ara in», kay position tz the 

 



  

development of this program. It seems to me it is your responsibility The. 
results will depend on the degree to which you settle into the harness and pull 
your share of the loads 

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 production 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 place of the agricultural cooperative in our 
competitive economic society will in a large mccsure determine its development 
in the future. If its growth is to be sound and in the direction it should take, 
is it uot the responsibility of the land-grant colleges to provide the leader- 
ship in research and teaching both at the colleges and in extension? Is it not 
their duty to point out the limitations and possibilities of this form of doing 
business? | 
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