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It is entirely appropriate t o  take a good 
look at the cooperative movement far farmers. 
Some competent observers think t he  new admin- 
istration will devote much effort toward strength- 
ening farmer cooperatives as a substitute for the 
controls and subsidies of the past thirty years. 
Should this change in policy materialhe, the 
impetus would give the cooperatives a trans£ usion 
of new life and such unbelievable strength that 
many unforeseen changes in the marketing pat- 
tern could follow almost automa timlty. 

The pioneers of the mountain west used 
cooperative effort as the device to provide @e 
necessities of life. They taught each other, 
preached and organized to  do all major undertak- 
ings cooperatively, which included surveying and 
dividing townsites, building irrigation systems, 
building gristmills, sawmills, and establishing the 
general store. The leaders displayed a mission- 
ary-like zeal and dedicated themselves and their 
resources into their success. As long as this en- 
thusiastic leadership was present, adjustments 
were made and the organization succeeded. With 
'the passing a£ the leader, private and corporate 
organizations replaced the to -Q~S ,  One by one they 
have all faded in the memories of the past. The 
second generatfon had not sacrificed and invested 
enough into them to  be interested in their pre- 
servation. Private investment had greater appeal, 
and decision making could be made easier by 
other business organizations. 

Industrial development forces successful 
men into highly competitive conditions, and the 
capacity to  produce and market fann products at 
the lowest possible cost are companion challenges. 
The question is, can farmer caoperatives do the 
job, or is the corporate structure better qualified? 
Looking ohly at the past, it appears that well 
managed corporations have stood the test a$ time 
better than most cooperatives. At Zeast it will 
pay young men to look carefully into the reasons 
for success in the markets and serving the -eds 
of farmers of each type of business organization 
before selecting the cooperative method of pro- 
viding markets or service. 

h o s t  everv industry dealing with the pro- 
cessing and marketing of agricultural proditcts 
is subj& to  the law of decreasing costs. Since 
profits are usually small and short-lived, it Is 
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the capacie of the cooperative tu ~ z e p  costs low, 
that will determine to a considerable extent Its 
competitive power. Authorities usually agree 
that money for advertising coapmativdy pro- 
duced gauds can be saved over the advertising 
costs of its competitors. It mag dm b'e able to 
solicit business with less expense than is necessary 
by competitors because of the loyalty of certain 
producer and consumer groups. Aka it may be 
able to reduce cost thrsugb large volume purehas- 
ing or handling. Since tb cooperative has no 
profit motive, only th determination to rend& 
efficient service at the lowest possible costs, 
there can hardly develo~ abuses because of size. 
At any rate, a monopoly position would likely 
not carry with it the abuses usually possibIe with 
privately owned or corporate firms. Ia fact, the 
larger size would strengthen the competitive pow- 
er of the eu-op in both price and service because of 
the accompanying reduction of casts. m e  coop- 
erative may also be mccessfL11 in improving the 
quali* of products or service rendered by me-- 
of suppIyitlg incentives to farmers and customers, 
therebg increasing its competitive pasition. Large 
organizations which caver many regians with 
different degrees of competitive pressures are 
able to make varied price adjustments which 
supplies many avenues for comwetitive pow= 
not possible with purely local organizations. 

A vulnerable area, which has always been 
assuciated with the caoperative movements, is fn 
the area of manacfement, Thi9 involves buth the 
board of directors and the ernwlayed manager. 
AltZiough this mav reallv not be a handicap in 
some industries. it us~lalI J becomes awkward to 
direct and control. Board members are OM 
elected without knowTedge of business and e ~ o -  
nomic ~rinciples to make im~ortant decisions. 
Thus efficiencv becomes a matter 3rof chance rather 
than a planned efficient aperation. Such untrain- 
ed and inexperienced directors may tolerate mis- 
management to the point of failure hefore changes 
can be made. Under such conditions it is dimcult 
ta a g u i s h  between the responsibilib of the 
manager and that of the board of directors, thus 
encowwing conflict and devdopment of vacinat- 
ing policies. 

Whenever a large percentage of the member- 
ship displays unusual interest izi a cooperah, It 



will usually be in goad hands. They will sacrifice 
far its success. & soon as it is difficult for the 
leaders to achieve good attendance at business 
mee-tings inWW as & muaw of keeping member- 
ship loyalty, the management should heed the 
warning- At one t ime 25 members appeared at 
a co-op meeting for the purpose of ehccting 
a new director. There should have been 
350 farmers in attendance. In the course 
of the wening two  men were nominated 
for the ofice ,which selected the new director 
by a 13 to 12 vote to  represent 350 farm- 
ers. It was later learned that the manager had 
personally visited most of the 13 men who were 
£riends of m e  of the nominees. H e  had felt 
impelled to enter the political arena in order to  
pack the board of directors with men who agreed 
with his pbicies or whom he codd influence. 
TI& e x w l e  is surprisingly typical of situations 

I arising @I many of our local cooperatives. It is 
I needleas to describe the con£lict of pumose and 

geteven attitudes which prevail in such an or- 
ganization. Perhaps the word condition of all 
is * e  need on the part of management and some 
of the bomd to conceal many of the decisions 
f ~Uowed. 

I Sometimes coops have held back the patmn- 
age dividends as a retainer for the aurnose of 
financing operatian costs. !i'hese retainers are 
often little more than acknowledged, and no ne- 
gotiable certificate is issued, and no interest is 
paid for their use. The control and decision are 
in the hands of the b a r d  of directors as to how 
long such retainers are kept and the policv with 
regards ta their use is changed to meet the con- 
veniene af the firm. Tbe memhrship, never hav- 
ing seen the money and with no power of direct 
control, soon lase interest. Most firms can hardly 
affprd the loss of this suenort. It would seem 
d - e m  ely conducive trr goad management to have 
the enthusiastic sustaining influence of both the 
investor and the patron: who, far various reasons 
are not identical. The now of capital into a firm 
is every bit as important as patronage. The in- 
terest and counseI of investors, even when c&ting 
m appreciable interest rate, mav reflect itself in 
management and hence be realized h increased 
income and sermrity of financial position. 

Competition is the life bload of free enter- 
vrise, and the sources of competitive power need 
the support of farm people. The farmer needs 
to feel this power both as a ourchaser of supplies 
and as a marketing agent. The large farmer COOD- 
erative, when properly organized and managed, is 
ideally situated to  Rive this strength at the bar- 
gaining table. It should be able to  remesent him 
well when dealing with :large firms in purchas- 
ing and marketing. One cooperative manager 
used to  speak on the radio for 15 minutes during 
the noon how each day. This was during the 
belt tightening periad of the early 1930's. H e  
always dosed his rema~ks with this statement: 
t 'Remember, w e  always pay what w e  can, our 

competitor pays what he has to." Wherever high- 
ly competitive conditions already exist, the farm 
cosp has little chance t o  succeed in this price 
setting capacity. Its greatest opportd-& lies in 
the secrets of leadership capable of developing 
patron and investor loyalty to induce competition- 

A few years a o, a branch of a prominent % co-op was organize to facilitate the marketing 
of potatoes. The patrons were solicited and an 
investment of $40 per carload was requested of 
each. The contracts were soon completed and 
enough money collected to erect a warehouse and 
the associated facilities. This was done under 
the direction of the Iocal board. When fall came . 
and the harvest started, the parent cooperative 

I 
manager took over. The local board was largely 
ignored. H e  hired a stranger t o  manage the new 
warehouse over the objection of the local board. 
The new man came in thinking he merely needed 

I 
to notify the members when t o  bring the potatoes. 
The competitors seeing what was happening, 

I 
went ta work contracting potataes at red g o d  
prices. The result was that even the local officers 
sold potatoes to competitors and the new ware- 
house was idle nearly half of the first season 
Since that time it has either been dosed entirely 
or rented by competitors. Most Farmers feel a 
pride in ownership and want a part in the control 
of resources. Take these away and little en- 
thusiasm or loyalty remains. 

If the red interests of the American farmer 
are t o  acquire property and make money under 
competition rather than devote coxlsiderable time 
to defending and ~romoting his own cooperative 
firm, he may find satisfaction through govern- 
mentaI assistance. Under the direction of the 
Farm Credit Administration the Federal Land 
Bank has become a shining example of success. 
It has become lame enough to serve the whole 
c o m t r ~  and still keen the local touch with the 
individual farmer. It bas indeed attained ef- 
ficiency in securine money at low interest rates 
for long term loans on a flexible repayment plan- 
It seems to be able to assemble all the capital 
that is required and the barrowers have deve1op- 
ed an unusuallv cooaerative mirit. The reeula- 
tions required by law are just enough to insure 
good business for the lender. 

The Production Credit Associations have at- 
tained a similar ~osition in the short term credit 
field. Also the Marketing Order system has much 
to rwmmend it. In the order markets the See- 
.retary of Agriculture selects the board of mc- 
h e r s  a d  c a n  th~w overcnme the hazards of 
electing mqudified individuals into thew -re- 
sponsible positions. The administration af the 
order then gives a certain amount of stimulus 
toward good business rnana~ement for the coop- 
eratives who function in such markets. Perhaps 
the auditing is suflicient sunernision to keep 
management alert t o  the r~quirements of an un- 
questionable operation. Many kinds of changes 



in coopertive programs have taken place to in- 
dicate that this influence is effectil-e. 

The corporate structure of mutual life in- 
surance companies has proven to be an effective 
competitor in our present society. Some of the 
stock companies have adopted a policy of limited 
returns on capital set up by the Rochdale Weavers 
and have thus enabled t h e  division of 
pure profits among the patrons. So many of 
these incorporated organizations exist as examples 
of success that their effectiveness in the field of 
agriculture cannot be questioned. They have 
also proven themselves capable of production for 
use without the profit motive if it were desirable. 

In conclusion let us keep in mind the fact 
that it is the quality of leadership. the amount of 
energy devoted efficiently. and the degree of 
loyalty obtained from producers, consumers, and 
investors that makes the real difference in busi- 
ness firms. The form is much less important 
than the men that are involved. The flow of 
capital into the firm and the quality of the ser- 
vice rendered over the long run indicate the vision 
and leadership of the management. All is right 
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when the confidence and the enthusiastic loyalty 
of a sufficient number of people is stimulated. 
Should the Department of Agricuiture decide to 
take positive steps comparable to that taken by 
The Farm Credit Administration and then by use 
of such an agency as the Commodity Credit Corp- 
oration give stability and continuity to bargain- 
ing associations and distribution associations in  
areas where profits are attractive and competition 
could be helpful. many changes could be brought 
into being. It reminds one of the vision Abraham 
Lincoln expressed when the Department of Agri- 
culture was first set up: "This new department 
of government is peculiarly adapted to serve the 
needs of all the people." I t  is conceivable that 
such bargaining associations could become nation- 
wide, well financed, and so attractive to great con- 
sumer groups that they could compete with our 
great retail chains and super markets. Many 
skeptics of 50 years ago never thought a farmer's 
cooperative in farm financing could compete with 
our great banking system on the money markets 
of the world. This has already been accomplish- 
ed and the broad benefits of long term cooperative 
credit have not reached the limits of their capac- 
ity to bless agriculture. 

Ladies Attending 
NACTA Meeting 

Wilmington, Ohio 

APRIL 25-27, 1965 

April  25, 1965 (Sunday-Thomas R. Kelly Reli- 
gious Center 

4:OO-6:00 p.m. ....._..__-_ Welcome- Reception 

8:00 p.m. ---_-__- Attend General Session of 
NACTA Convention 

April  26. 1965 (Monday) 

11:OO a.m. _---..-.....____ Luncheon and Program 

1:30 p.m. Tour Wilmington College 
Agricultural Facilities 

6:00 p.m. -.----.- Chicken Barbeque-Courtesy 
of John Deere Company 

the 

April 27. 1965 (Tuesday) 

10:OO a.m. __--__-----------.------.-.- Morning Coffee 

12:OO Noon Lunch 

1:30 p.m. Tour of the Randall Corpora- 
tion 

6:30 p.m. ----.--- Banquet Dr. Roy Joe Stuckey 
presiding 

Baby-sitting services will be available for the 
families bringing children. 
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