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Th1s is a day of intense interest in cooperative m~rketing. The daily pre~e, 
the agricultural press, the activities of the national, state and county farr1 bureau 
commit tees are all very properly concerned with the warketing side of the farm busi
ness. Members of Congress suddenly give learned addresses on this subject; wany 
of us, who by the way, know very little of the fundamental principles of cooperative 
marketing now talk glibly of it as the salvation of the farmers' economic problem. 
It is distiuctly the popular thing; no one's li~e of talk is complete or up to date 

·without it, like the inebriated man who was caught openly in a lie by his wife, 
insisted that was his story and he would stick to it. 

Orderly marketing (whatever that may always mean) is important - cooperative 
mark~ting will likely play an 1ncreasingly important part in our agricultural 
industry and it is high time that we were giving it the study and the trial it de
serve&. But maj we not well hesitate and ask- is there any other Phase of the 
farmirlg buaine~s that also noeds our attention and thought? Will orderly marketing 
solve the only problem of the farm? From the individual's standpo1nt is there 
dan~er of thinking that this collective actio~ of sending products to market is 
and wil: continue to be the biggest problem of the next few years? 

.Farwing ic c.\...1.l.:. <.t. l 1 iudividuCJ,llY conducted business- upon the individual's 
manageilien~ of hl, cap1tal, l1is land and his labor depends largely his measure of 
net return. Given thG eyst.eJU of marketing that is "perfection" there remains the 
principle that upGn li J ef fici ency of production depends the profits in his farming 
Jperat10na. The bast system of marketing will not place on our farms the combin~ 
tion of enterprise s that will utilize land, labor and capital to the best advantage. 
It, in itsel f, will not increase the effectiveness of the use of man labor, colve 
the farm l•Ower problem, eliminate our weeds and plant p0sts, make the cows give more 
milk per cow or cause hogs to fatten on any less corn. The reduction in cost of 

_ production thru iwpruved management and the knowledge that comes from following 
lessons learned by farm management investigations in operating farms will not 
follow fr om the finest marketing system that can be devised. It is not that we 
would in any degree lessen the importance of, or our activity in the marketing 
program (unless we are wholly unbalanced in that respect) but we must not lose 
sight of the need of improved farm practice, improved business practice and a well 
balanced permanent program of work. 

' The Return to Normalcy 

Whatever may be imJ>lied in this much used expression it is apparent that the 
farmer has returned to "something" with precipitate haste and well nigh disa~torous 
results. If normalcy means 1913 price levels or pre-war conditions of sale prices 
then the farmer has returned, gone beyond and would like to start back. 

Now many other lines of business are in sore financial straits and may be said 
to be more or less in similar circumstances to the farming industry. Some of them 
ha1 fa1ther to go than the farmer and some had hold-back straps in the form of err
pluses, credit, and quick turnovers to aid them. Busineos fai lures, altho declin· 
·ng slightly in September, are running at very high total~; the number being more 
than THREE times as large and the liabilities more than TEN times as large as a 
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year ago. In the business world the first to return were the first to recover 
financially, an example of which is the Ford automobile. This cut to e. normal 
price is an outstanding example of "sensing the necessary thing to do". A study 
of stock quotations of representative commercial industries shows at once what 
the investigatin~ public thinks of the present opportunities for dividends in 
commercial enterprises. It will be recalled that one of the first companies 
to reduce the pi· ice of their product was the Studebaker Corporatton and it is 
worth while notiqing that their stoc1' at the 'present time is the only quoted 
automobile stock which is higher than it wae a year ago. 

The Farmer's Purchasing Power 

What is the farmer's relative purchasing power? This gives ue an 
index of economic status perhaps as accurate as can be gained at a glance. To 
quote from November "Farm Management Notes", "Some seven years ago the war upset 
an economic eQuilibrium which to date is far from having been restored. 

"Under stimulus of war needs and rising prices, production increased. 
In general, agricltural production increased fully on a par with industrial prG-
duction. Prices rose. Income rose. Costs rose. 

"Then came the Armistice and slowing down of export demands. For still 
a year and a half prices in general continued to rise, but prices of far~ pro
ducts did not continue to rise in proportion. 

"Early in 1920 the fall of prices began. Raw products in· general 
suffered first. Farm products, swollen by an exceptional crop season in 1920 
and facing decreased foreign demand, suffered most. The farmer's purchasing 
power was reduced to the J>oint of pri va.tion. 

"For over a year this latter situation has existed. Farmers have baen 
forced to exchange their labor for labor represented in manufactured commodj_ties 
and in railroad service, at an overwhelming disparity. 

"The pre8ent agricultural depression has not always existed. It will 
not always co11tinue. An important lesson from index figures is that industrial 
relationships are not fixed, but changing. The main thing :ls that the community 
really have such understanding of the situation that it will tend to assist, not 
impede, tl:le forv~s working toward eqilibrium." 

Se~tember first the index figure for most of Minnesota farm products 
compared to 1909~14 as a base of 100, was approximately 112, and most of tho 
products had a purchasing power, but two-thirds or less of the 1909-14 average. 
Poultry, eggs, milk, and potatoes are above the other products in purchasing 
power. 
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Table I. 
Relative Purchasing Power 

(At Sept.l921 wholesale prices) 
1913 - 100 

One 
Busht~l 

Wheat 

% 

84 

80 

77 

One One 
Bushel Bushel 
Corn Potatoes 

% % 

48 140 

46 134 

45 129 

100 
1bs. 
Hog 

% 

53 

51 

49 

100 
lbs. 
Cattle 

% 

55 

53 

51 
······························ ····-····························-······················-·· .......... · ................ ··········-·-······················· 
of House Furnishings 67 39 112 43 44 

of All Commodities 98 57 164 62 65 

100 
lbs. 
Milk 

% 

109 

104 

101 

87 

128 

One 
Case 
Eggs 

89 

84 

82 

71 

"104 

Table I shows the percent of various classes of commodities that a unit of various 
farm products w,,uld purchase September first. In commonplace exchanges it mea,ns 
today trading a bushel of corn for a shave, or a gallon of gasoline; a bushel of 
wheat for a shampoo, or·a cheap necktie; it means paying five or six bushels of 
oats for a simple meal, four or five acres of corn for a suit of clothes and so 
on without end. 

Inasmuch as comparatively few farmers this year had a reasonably l~rge 
yield of potatoes per acre and very few farmers, comparatively speaking, grow 
potatoes for sale, this product is not an important one from a purchasing stand
poln~. Milk, wheat, and livestock are more important and here is well illustrated 
t.he advantage that dairying has had over other types of farming this past season. 
It is well to remember that these are wholesale prices and that the retail figures 
would have a still smaller purchasfng power for the farmer in his buying operations. 

It is interesting to ~ompare the jndices of production, cost, price, 
and purchasing power of a few representative farm products. 

Production, U.S. 

Cost of production 
(1920-21) 

Farm Price 
(Oct. 1921) 

Purchasing power 
(Oct. 1921 

wholesale price) 

Corn 

130 

Minn. 
137 

( 1921) 

69 

Table II. 
Helative to 1913 

::..913 - 100 

Wheat 

97 

Minn. 
169 
(1921) 

140 

Potatoes 

104 

N. York 
229 

(1920) 

186 

Milk 

Wis. 
247 

(1920) 

195 

148 

Hogs 

97 

Mo. 
106 

(1920-21) 

93 

Cattle 

119 

Nebr. 
118 

(1920-21 

89 

63 69 
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It ~ill be seen here that for the year 1921 as compared relatively with 
1913 there was an increase in the production of .corn, cattle, and slightly in 

. potatoes but a decrease of wheat and hogs. Bearing in mind the large carry-over 
of corn this pabt year an explanation ie seen of the low price of this product. 
The figures in the second line represent the cost of producing products in different 
states in 1920-21 with the exception of hogs and cattle, and these fi~ures repre
sent the feeding season ending June l, 1921. These index f1gures for potatoes 
and milk are higher than they would be for the year 1921, but in a greater pro
portion are the still lower farm orices of these products unde~ the present date, 
November 15. It is noted in the case of corn, wheat, hogs, and cattle, for 
example, that the farm price was lower than the cost of production for the present 
year while the last line showing the purchasing power ]Jlaces these last two pro
ducts next to corn in devressed conditions. 

What can be done to meet this situation? The signs of the time indi
cate, accor1ing to ex~erts, th~t the readjustment of commodity prices is occurring 
and that the next-six months will see ~rice indic~s brought nearer together. It 
appears to me that competition is due for a revival - for an intensified renewal 
of selling commodities seems to be a logical thing to expect- at least it~is 
recorded that traveljng salesmen are most liberal in their terms, and as some 
one has said "most of them are taking orders for nothing". 

Cooperative marketing surely has a part to play in the economic re
adjustment schem8 high hopes are held by many for its having an important share 
in the increasin~ of 'h~ Farmer's net return. In its effect on standardizing 
methods, improvir1g quaL ty, instigating large quantity shi~ments and promoting 
more orderly marketing it should be of great value. Alsa the business practice 
learned by the adopticn of collective selling and buying should prove useful and 
beneficial. 

What we need more than anything also in extension along this line is 
more instruction in ths princ1ples, responsibilities, fundamentals, and limita
tioDs of cooperative marketing We sometimes act as thn we had it perfected; 
that by next Tuesdav the entire present system would be revolutionized while as 
a matter of fact w.e are children just learning to walk in this fashion. It is 
'a twenty year 01 ogram with many opportunities f0r falls ana set-backs unless we 
build slowly, wisely, and well. 

I am asl<ing if efficient improved production likewise has a part in 
meeting the farmer's ~,.-.roblem of an adequate income. The stock argument used 
when one mentio·ns " 1,,roduction" is that there is too much production now - more 
means lower 0rices, a lower income, a still lower standard of living and im
yoverished agricui~ure. There is a distinct difference between more production 
and im~roved or efficient, better balanced production. One is often heedless, 
ha hazard, the result of blind action; the other entails planning one's farming 
system with an eye on world and local conditions of demand and supply, on rela
tive costs of production and on required margins between cost and probable sale 
prices. Efficient production calls for a recognition of the economic forces 
that operate in a market and that affect every line of production. One of our 
~unctions is to be able to furnish all possible information of demand and supply, 
methods of economic op~ration and plans for adjusting the farm business to the 
demand in so far as it is possible. 

To illustrate the possibility of reducing costs and in making satis
factory net margins of return in production let us note the wide variation in 
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production costs. All studies of the farm business, whether in Illinois, New 
York, Georgia, Maine, or Minnesota show a tremendous range and variation; not 
only in tot~l cost but in most of the items of operating expense. Table number 
3, illustrates these variations in cost per unit from Minnesota and U. S. De
partm~nt of Agricalture cost accounting data. 

Minnesota Data 
1921 

U.S.D.A. 
1919 

Table III. 
Range in Coats per Unit 

Wheat 
per bu 

From To 

Hogs 
per cwt. 

From To 

Milk 
per cwt. 

From To 

$1.13 $2.68 $6.32 $23.86 $2.05 $4.77 

1.10 14.40 7.40 20.00 

Cotton 
per lb. 

From To 

$.10 $!".07 

·•~···••••••••••••••••••"""•••••••••••••••••••••••••••••••••••••••···••••••••·•••••••••no••••••• -·•••••••••••••••••••••••••••••••••••·•••••••u••••••••••••••••••••••••••••••••••••••••••••••• .. ••·•••••••••••••••••••••••••••••••••••••••••••••••••••• 

Here it will be noted is a tremendous range in the cost per bushel of 
wheat from both Minnesota farms and the data from the U.S.Department of Agricul
ture which are for the spring wheat area in 1919. Just as wide a range is noted 
for hogs and cotton with a little less variation with milk. Surely a wide 
variation in farm practice and the contributory factors that coneern profits 
must have operated on the farms that sustained this wide range in expense per 
unit of product. 

To further illustrate this difference in fundamental factors of in
dividual management and performance we may well conajder the data in Table IV. 

Table IV. 
Efficiency of Production 

(From Minnesota Statistical Houtes) 
1920 

Farm A. 

Yield of corn per day of man labor 27 bu. 

Yield of oats per day of man labor 48 1/2 bu. 

No. crop acres farmed per man 95 

No. crop acres farmed per horae 33 

Farm B. 

8 1/3 bu. 

18 bu. 

42 1/2 

13 
---- ---··---··········································· ·····•· ······························ ····---------· ................................................................... ...................................... ~---···················•h 

No. lbs. pork per bu. corn 18 10 

No. lbs. milk per cow annually 7493 32'80 

Coat of 100 lbs. of pork $6.32 $23.86 
''"••••••••••••••••••••••••••••••••••••••••••••••••••••••·••••••••••••••••••••••••••••••••••••••••••••••'•••••••••••o•Oooo•o•o•o•••••oo• •••••••••••••••ooooooo• •••••M• ooo••••••••'•••••••••••••••••••••o•no•oo..,ouoo••••••••••oooooooo •••·• 0 

Cost of 100 lbs. of milk 2.05 4.88 
·••••••••••·~··••••••••••••••n••••••••••••••••••••••••••••o•••••--••••••••••••••••••• •••••••••••••••••••••••• oooooooo. •••••'""""" ••••••••••••••••ooo•••••••oO•••o••••••••••• ••••••••••••••• ··•••••••••••••·••••••••••••••••••••••••••••••• 
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Here we note a wide variation in each factor and there are many farms 
falling betwe~n, below, and above these examples. What a field for study anct 
work! What made these differences? Often not one factor, but a combination 
of several influencing factors. A more detailed analysis is necessary and can 
be made to place one's attention on the weak and strong points of farm organiza
tion. Those men who can reduce costs by a better balance of enterprises, by 
the improved management of labor, by the better utilization of cheaply produced 
feeda, by a knowledge of the factors that so radically affect profits will be in 
the best position to take advantage of an improved method of marketing with an 
assurance of having so organized their business as to have reduced their risks 
to a minimum and their chances for a satisfactory income to the maximum. 

What is the practical program in a better balanced business, in reduc
iug cost of production, in reducing the risks of farming and in thus making a 
more satisfactory income? The choice of roughages in our state is reasonably 
wide,- more legumes for more profitable feeding seems feasible, and pastures 
can well receive more space on our farms and more attention on our part. 
Combinations of stock and crops that finally result in larger net profit are 
more important than good profits occasionally from one or two sources and losses 
from others. 

In reducing cost of producing our ~roducts there is an exceptional 
opportunity. Here enters management of labor, arrangement of the fields, the 
use of large sized power units, a larger sized volume of business, the proper 
quality and diversity of enterprises and many others. 

Let me urge here a sympathetic interest in the keeping of farm records. 
The arithmetic of farming is of the utmost importance for upon the records of 
performance should depend selective process and decision as to the quality and 
balance of the business maintained. Keeping records and analyzing the farm 
business is not academic or sleight of hand or a theoretical mysterious proce1ure, 
nor is it so involved and complicated as to be understood with difficulty. The 
fact is we are not all sold on its practical application to specHic problems 
of farm organization. 

This may not be particularly popular at this time when most people's 
eyes are looktng to the distributive system as the curse of the age and upon 
its remedy as tLa millenium-bringing agency that w1 ll make the f,?,rm business 
profitable. But I venture that in a few months we shall need to again bring 
into our active program sound fundamentals of production that bear so vitally 
0n a satisfactory farm income. 


