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Our county agents, extension workers, and 
others greatly feel the need of the information 
and experience of those best acquainted with the 
principles and practices underlying the efficient 
marketing of our leading agricultural commodi
ties. The conference held last November, in 
which specific questions coming from the floor 
were frankly discussed by persons especially se
lected for the purpose, was, therefore, very 
helpful to those present. So clear was our con
viction in this regard that a printed report of 
the conference has been prepared with the hope 
that it may be of service to the many in Minne
sota and elsewhere who are interested in se
curing a greater net income for farmers. 

w. C. COFFEY 

Questions answer.ed by: 
General-Prof. 0. B. Jesness, University of Kentucky 
Milk-H. R. Leonard, Manager of Twin City Milk Pro-

ducers' Association 

Butter-H. F. Meyer, Manager of Butter Sales Department, 
Minnesota Co-operative Creameries Association 

Livestock-]. S. Montgomery, Manager of Co-operative 
Livestock Commission Company 

Eggs-W. ]. Corwin, Manager of State Poultry Marketing 
Campaign, The Farmer 

Wool-R. E. Jones, Minnesota Co-operative Wool Market-
ing Association 

Wheat-G. C. Jewett, Manager of American Wheat Grow-
. ers', Associated 

Potatoes-S. G. Rubinow, Organization Manager, Minne
sota Potato Growers' Exchange 



THE EXTENSION RESPONSIBILITY IN 
CO-OPERATIVE MARKETING 

By F. w. PECK 

Director, Agricultural Extension· 

The principal function of the agricultural extension 
service is the dissemination of all information available on 
any agricultural subject of interest and value to farmers. 

Extension workers, particularly in the counties, are at
tempting to deal with the kind of information that will lead 
to definite improvement of practices. To my mind, this 
means that available information must be so interpreted 
that it can be put into practice and produce definite and 
positive results. 

One general impression of the activities of county 
agents in co-operative marketing is that they have been or
ganizers of such projects, solicitors for individual farm con
tracts, and therefore were aligned on one side of the ques
tion against commercial interests and individuals who were 
not particularly active for co-operative marketing. Most 
certainly this is not characteristic of extension agents, by 
design, or in many instances of their actual activities in be
half of co-operation. 

People believe that there are differences in principles 
of co-operative marketing, and in specific business practices 
that attempt to carry these principles out. However, un
less the principles that are believed sound and practical can 
be carried into effect in such a way as to result in definite 
practices, of what use is it to champion such principles? 
There are times in the experience of extension workers 
who arc particularly close to farn1ers when it is absolutely 
necessary to state specifically one's views on specific ques
tions under consideration. 

Furthermore, these vie·ws can be given in an impartial 
manner and the arguments presented both for and against 
such questions, but the fact remains that an agent is known 
as being in favor of a certain practice and as backing it to 
the best of his ability, or as not in favor of it and not sus
taining it as a project. 

From the very nature of his work it is essential that 
the extension agent be fortified with facts to sustain his 
position. For that reason we need all the. practical infor
mation obtainable dealing with specific operations of co
operative enterprises. I am of the opinion that most of us 
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have believed in the theory of co-operative marketing, in 
the right of the producers to market together in their own 
behalf, if they sec fit, but ·the principal questions arise as 
to forms of ·organization, whether local and. federated, or 
central-control agencies or combinations of these two forms, 
the methods .of pooling, the advisability of using a con~ract 
to enforce a delivery of products, financing methods, and 
many other questions of practice. 

Extension agents can not escape their responsibility in 
attempting to furnish to their fanners all information pos
sible dealing with co-operative marketing. As conveyors 
of truth we· can all readily agree regardless of how that 
truth affects individuals or combinations of individuals. 

As public agents, however, we are not organizers of 
farmers' movements or solicitors for farmers' contracts, and 
we arc not to be held responsible for the financial success 
and management of farmers' organizations or co-operative 
commodity marketing associations. I think we should be 
exceedingly careful to point out the prospective difficulties, 
the risks of operation, and the fact that the farmers in their 
collective action are far more responsible for the success of 
their own marketing machinery than are those of us who 
. attempt to bring information to them. 

In order to clarify the atmosphere on several prac
tical questions in commodity marketing, the program for 
the day has been arranged. It is believed that there has 
been considerable misunderstanding on certain principles 
and practices, and in order to present definite information 
the discussion has been arranged in the form of definite 
questions submitted by field workers with the answers given 
by managers of marketing associations. 
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"Before answering questions I would like to say a few 
words in order that you may have in your minds some idea 
of the tobacco marketing problems. Tobacco is disfinctly 
different from any commodity you have in Minnesota. 
There are several types of tobacco. In Kentucky we have 
two general divisions: the Burley, grown in central Ken
tucky, the home of the Burley Tobacco Growers Co
operative Association; and the dark tobacco, grown in west
ern Kentucky and western Tennessee, handled by the 
Dark Tobacco Growers' Co-operative Association. Tobacco 
differs from most commodities in that its outlets are for 
the most part highly concentrated. Burley tobacco is pur
chased mainly by four tobacco companies. There are sev
eral sm<tller ones but these furnish the principal outlet." 

r. 'Why does Kentucky not have local tobacco market
ing associations? 

The outlets for Burley tobacco are such that a handful 
of domestic manufacturers constitute the principal market. 
Tobacco is one commodity for which strictly local associa
tions would be largely ineffective. There is too great a 
danger that the large buyers would pass by the local as
sociation and I think this is why Kentucky has not organ
ized locally. 

2. Would the new tobacco organization have been better 
off if it could have built upon strong local organizations? 
How would it have incorporated them into its system? 

This is purely a hypothetical question. Granted that 
it had been possible, the answer would be yes. Probably 
the biggest difficulty is maintaining contacts between the 
management and the members in a large, centralized as
sociation. Definite locais aid in maintaining such contacts. 

3. How much of the higher price obtained for tobacco 
last year was due to market conditions and how much to the 
new organizations? · 

That question is easy because no one knows the 
answer. I could point to lots of friends who would say 
the association was responsible for all of it. Burley to
bacco averaged I3 cents a pound for the 1920 crop, and 
2I cents for I92I, the first year of the association. The 
association has not yet sold all its holdings of the 1922 
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crop so we don't know what the average is going to be, 
but it probably will be somewhat higher than in 192r. 
The association was undoubtedly one of the factors in 
obtaining higher prices for the 1921 and 1922 crops. The 1 

size of the crop is also a factor. The 1920 crop was very 
large, more than 30o,ooo,ooo pounds, and of poor quality. 
The 1921 crop was 10o,ooo,ooo pounds less. The improve
ment in business conditions is a third factor involved in 
bl'inging· about better prices. 

1· If co-operative marketing organizations are successful 
111 a large way will not the problem of restricting pro
duction be the most important one to be faced? 

That will be one of the difficulties as long as we per
sist in holding to the idea that our co-operative marketing 
associations are going to control prices. But I think we 
shall soon get educated away from that idea. At ti!)JeS it 
is not very popular to mention certain fundamental factors 
among some of our people, but I think we have to come 
to greater recognition of the fact that prices are con
trolled mainly by economic factors, and if the association 
is going to control prices it will have to exercise control 
of those factors which include production and supply. 

s. What elements are the determining factors in the true 
success or failure of co-operative marketing? 

The real test of a co-operative marketing association 
is its ability to obtain a better price for its members than 
they otherwise can obtain. That is the farmers' yard
stick. Getting better prices involves such things as 
economy and efficiency in operation, good management, 
sufficient volume of business, membership loyalty; and 
business methods. It is also well to bear in mind that the 
members are not going to continue to support an unprofit
able venture. 

6. What is the weakest link? 
I should say the member. Vve are laying too much 

stress on the legal part of the program. You may be able 
to keep a man in line by holding the legal club over his 
head, but I question very much whether you want to do 
that in the long run. The member you have to hold by 
force is a poor member. So many of the things the as
sociation must do depend upon active participation of the 
member himself. In regard to eggs, for example, quality 
depends on the care by the member, and will not be ob
tained unless you have intelligent members who will follow 
the suggestion of the management in regard to the care 
of the product and the delivery. That is why I say the 
member often is the weakest link. 
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7. What is the limiting factor in financing co-operatives 
and what is the best method that has been worked out? 

The limiting factor, singlii?g out one, is the lack of 
confidence, which includes both lack of confidence on the 
part of the man who is lending the money and on the 
part of the members. For the second part of the question, 
no one best method has been worked out. There is no one 
method. There arc really three classes of financial re
quirements. There is financing of permanent equipment 
and facilities; financing of operating expense and over
head, and financing the carrying of products in storage. 
Issuance of preferred stock is helpful in financing perma
nent equipment and facilities. One thing in regard to 
finailcing, the member frequently overlooks. He must ap
preciate that he is in a business organization and because 
of that he must be ready to assume his share of the finan
cial burden. Of course, you hear much about what the 
Danish farmers are doing. It is my understanding that 
they assume unlimited liability. I doubt if we want to 
do that under our conditio'ns, but the members must be 
willing to assume responsibility. 

8. Would the preferred stock for buying or building ele
vators or warehouses or egg grading stations be consid
ered an investment attractive to individuals or to banks? 

Not as a rule to banks, and very frequently not to 
individuals. Investors are inclined to look more to ac
complishments than to prospects, and you must remember 
that you are dealing with a new venture ·and new ventures 
always have hazards. You must depend on your own 
members and upon interested outsiders, rather than cold
blooded investors. 

9. Would such stock be considered attractive by com
mercial banks or investment banks, and why? 

Commercial banks generally will not regard such 
stock in new ventures as attractive for their purposes. 
Investment banks and houses will handle it. Some con
servative houses may prefer to push established issues. 
An investment house in Louisville has handled preferred 
stock issued in connection with the acquisition of ware
houses for the Burley association. 

Considerable advertising of such stock has been noted, 
indicating that perhaps investors have not bought it as 
quickly as some expected. This emphasizes the impor
tance of the members being wiiling to supply considerable 
capital even where the preferred stock plan is employed. 
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ro. Is there a fundamental psychological effect upon 
farmers by taking away any opportunity for individual bar
gaining in which under the present system they may excel 
and thereby obtain a larger price than others? 

I am not sure that the question is entirely clear, but 
as I understand the question, it has in mind particularly 
those individuals who have a reputation for squeezing the 
last penny out of the buyer of their products. The an
swer in that case is, it is likely to be true. Often, of 
course, it will be imaginary because a man may be using 
his hind-sight and will compare average prices of the 
market with the high points of the market. It is more 
likely to be true with grain and livestock with which the 
farmer is more accustomed to follow the market quota
tions from day to day than with products for which the 
markets are less highly organized. 

1 r. Is there danger of .mediocrity from the selling stand
point, in the present co-operative plan? 

As this is linked up with the previous question, I sup
pose reference is made to the question of quality. In some 
cases it is true that the pooling system and adoption of 
grades may affect a few in this way. Some producers 
have higher quality than the average of the best grade in 
the pool, and it does tend to discourage people in that class. 

~2. Has the operation of commodity co-operatives wher
ever they have been tried· resulted in a reduction in prices 
paid by the consumer? 

There we encounter the question of "commodity" 
organization. I want to say right here that I do not like 
that term. Grain elevators and shipping associations are 
just as much "commodity" organizations as one organized 
on a particular plan. The answer is that the associations 
have not generally lowered the price to the consumer. 
Ordinarily they do not follow their product to the con
sumer but may reduce the spread between the producer 
and the consumer so as to get better prices without a 
corresponding increase in the consumers' prices . 

. 13. The statement was recently made that the middle
men would be needed just the same under the new plan as 
under the old but that they would be employed to work 
for the producers instead of against them. Is this statement 
true and correctly interpreted? 

Let us look to the reason why middlemen have come 
into existence. Middlemen have come into existence 
hu-gely because of an opportunity to perform a service 
for which they can get a return. The insiimation that 
middlemen generally work against the farmer rather than 
for him is more popular than true. If you eliminate the 
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middlemen through establishment of marketing associa
tions, you do not eliminate the necessary services which 
those middlemen have been doing. This does not neces
sarily mean that associations may not perform such serv
ices more effectively and economically. Their success de
pends upon their ability to do so. 

14. Has any one decided on how much business is neces
sary in various commodities in order to insure low cost 
operation per unit of product? 

A specific answer to that question would be worthless 
because conditions vary so greatly. First of all, let us 
get over the idea that· an association is not engaged in 
marketing unless it covers the universe. Local elevators, 
creameries, and livestock shipping associations are engaged 
in marketing. They may not be engaged in national dis
tribution or in organized price fixing, but that is not their 
purpose. The problem of obtaining a big enough vol
ume of business to obtain market control enters into the 
co-operative marketing of only some commodities. \Vith 
the exception of whole milk, it may be left out of con
sideration for Minnesota products. As far as the volume 
of business in the potato association is concerned, I would 
rather have five thousand growers in a concentrated dis
trict signed up than to have twice that number scattered 
over a large territory, as the expense of operation would 
be considerably more where the growers are scattered. 
After all, the big expense is usually the local expense, and 
the concentration of the business so that the volume of 
business in localities served is sufficient to permit of 
economical . handling is more important than the total 
volume. 

15. Is it sufficient argument to say that all these co
operative organizations arc for the public welfare and there
fore expenditures of public funds in their promotion is 
justified? 

The answer is "No'' because it is not always true that 
these organizations are for the public welfare. An or
ganization started where there, is little or no need for one, 
or where the chances for failure are rather bright, cer
tainly would not be for the benefit of the public. In a 
general way you may say that co-operative marketing is 
for the public welfare because of the fundamental nature 
of the agricultural business. To illustrate the point I was 
getting at-if you came into the state of Kentucky and 
went to work boosting local co-operative creameries and 
justified it on the basis that it was for public welfare, you 
would have no ground to stand on as we have not enough 
cows in most communities to support such an enterprise. 
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r6. If your co-operative creamery had enough cows to jus
tify its existence, could you usc public funds to or
ganize it? Would it be in the interest of public welfare? 

\V c try to keep before the boys all the time that they 
arc educators. If they really get that distinction and will 
employ that yardstick there is not much question of using 
public funds. It is not so much, as I see it, the type of 
organization, altho that enters in, as the nature of the 
assistance which you give to it. One man goes out and 
renders public a.Jsistancc, employs public funds, and docs 
it entirely in a proper way ; another man will do it in such 
a way as to bring criticism upon himself and his 
institution. 

17. Will ill feeling be generated between farmer mem
bers in a se!Hng organization and those who have not joined 
but who receive practically the same prices for their 
product? 

It is unfortunately true, at least in some sections of 
the country and in some localities, that ill feeling is 
created. It' may be partly clue to the fact that feeling has 
been generated in order to stimulate membership. It is 
part of our educational work, I think, to get our farmers 
who join an association to appreciate the fact that a man 
on the outside has a right to remain on the outside. 

r8. In the Kentucky' tobacco organizations, what con
trol is given the central office as to the time to sell, and 
what is reserved in the locals? 

There arc some locals that some one has called 
"talking" locals; that is, they arc informal local units 
where growers may meet for discussion. We have no 
locals so far as marketing activities are concerned. The 
central has all the power in selling the tobacco. 

19. How far up the line is the identity of each grower's 
tobacco maintained? 

The tobacco is delivered by the growers to an associa
tion warehouse in loose-leaf form. It is packed in baskets 
in the warehouse and the warehouse grader establishes the 
grade of each basket. Then it passes over the scales and 
the grower receives credit for the number of pounds he 
has delivered of each grade. After it is graded and passes 
over the scales, there is no need for retaining the identity. 

20. Explain the difference between Maintenance Assess
ments, Liquidated Damages, and Penalties. Which are 
legal ln Kentucky? In most other states? 

Maintenance assessments are not used in Kentucky so 
far as I. know. Maintenance assessments essentially are 
agreements made by members to pay to the association a 
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certain amount, usually based on the product, in return for 
the service which the association stands ready to perform 
for them, regardless of whether they market through the 
association or not. It is used more commonly w.ith grain 
elevators. The maintenance assessments are usually rather 
nominal in amount. Liquidated damages simply means 
damages, the amounts of which are agreed upon in ad
vance-that is, a man agrees to pay damages at a certain 
rate, for instance, $5 a cow, or 5 cents a pound of tobacco. 
Failure to live up to contract involves loss of prestige by 
the association, as well as actual loss of income. Because 
this damage is hard to ascertain, it is customary to agree 
upon a definite amount in advance. The distinction be
tween penalty and liquidated damage is essentially in the 
intent-liquidated damages are primarily a payment of 
damages suffered. They are restorative in nature. Pen
alties are essentially in the nature of punishment for fail
ure to live up to a contract. Liquidated damages are en
forcible under the law. , Penalties usually are not. The · 
name does not necessarily protect you. You may call the 
assessments liquidated damages, but the court may decide 
that they are in fact penaltieS> if they appear to be consid
erably out of line with the actual damages suffered. We 
should avoid the use of the term "penalty." 

zr. Under what circumstances is the Danish type of 
membership contract, which permits withdrawal upon notice 
once or twice a year, to be preferred? And under what 
circumstances the binding five-year contract with no with
drawal privileges? 

The longer types of contracts, two, three, or five 
years, are preferable where it takes longer than one sea
son to establish the organization and where it is necessary 
for the financing of the equipment, if the preferred stock 
method of financing of warehouse and the like is employed. 
One point in the tobacco organization it{ favor of the five
year contract was that it was necessary to put the retire
ment of the preferred stock on the five-year basis. It gave 
added strength to that method of financing. 'Where the 
problem of building up fadlities or outlets is not gen
erally large and where you do not need to establish mar
kets by advertising, it is not necessary that the longer 
term of contract be employed. I think it would be highly 
desirable \vhere necessary to employ contracts for a longer 
term than one season, that we make these contracts for 
one, two, three, or five years, with the proviso that at 
the end of the specified period the contract continue but 
that it may be cancelled during a certain period each year. 
In that way you will avoid the necessity of conducting a 
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sign-up campaign every three or five years. The asso
ciation will be established, so the cancellation feature should 
not be a serious matter. 

22. Why should there be any objection to the use of a 
business contract in a business selling organization? 

There should not be any objection. If a man believes 
in co-operative marketing sufficiently to become a mem
ber of an organization, he should not hesitate to show 
his belief. by entering into a definite contract. 

23. Do you know of any successful co-operative mar
keting organizations now functioning that are not based on 
a business contract with members and the group itself? 

The Co-operative Livestock Commission firm at the 
South St. Paul market is an example. The Eastern Shore 
of Virginia Produce Exchange is another. For the most 
part, however, the larger organizations are built around 
the use of the contract. 

24. Should the contract be between the members and 
the central, or the members ancf the loca.l? 

Where there are definitely incorporated local bodies, 
my personal view is that the contract should be from the 
member to the local and from the local to the central. 
Where locals are strictly informal, they are not able to 
make contracts. 

25. The Michigan Potato Growers' Exchange has a con
tract between members and locals, but is now reorganizing. 
Why? 

I hesitate to answer a question of this kind. There 
have been some such instances in California. I think it 
was the Honey Producers' Exchange that eliminated the 
locals. At the same time the alfalfa growers' organiza
tion was taking just the opposite steps. There were ar
guments on both sides, so no generalization can well be 
made. 

26. Do you believe locals can successfully enforce contracts? 
If they are definitely incorporated bodies, there is no 

reason why they can not enforce a contract as well as the 
central and there is no reason why the central can not 
help the local in such enforcement. I think the point is 
well taken that the contract gives the association an 
opportunity to demonstrate what it can do. There is a 
tendency, however, to over-emphasize the legal enforci
bility of the contract. The mere legal enforcibility of the 
contract will never take the place of voluntary loyalty on 
the part of the members. 
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27. Do the "pooling unit" and the "brand unit" need 
to be the same? 

No. They are not the same in the case of the Cali
fornia Fruit Growers' Exchange. 

28. What hardships do contracts binding marketing or
ganizations impose on their members? 

No hardships are imposed generally. In some indi
vidual cases, temporarily, growers who have been accus
tomed to get all their returns immediately may have caused 
difficulty until they were adjusted to the new way of re
ceiving payment. This applies especially where yearly 
pools are employed. 

29. Can a dealer in farm commodities whose business 
is taken away by the co-operative association have redress 
in the courts? 

No. Not as long as the association is employing legal 
methods to do it. He must be able to meet the competi
tion of the organization or go out of the business. Simi
larly, the association must be able to meet the competition 
of the dealer. 

30. The middleman is in business for service and pay. Is 
it the conception that he is in for service or to make what 
he can? Which is the logical viewpoint on those questions? 

It is entirely too popular to believe that middlemen 
have come into being simply because they wanted to bleed 
people and take advantage of the people at every oppor
tunity. Middlemen have come into existence because th~y 
saw an opportunity to perform a, service for which they 
would get a return. I think that is the proper viewpoint. 
vVhile return is the thing that is in the middleman's mind 
when he goes into business, he has to perform some 
service in order to get that r.eturn. 

3!. Docs any successful program need to have restric
tion o£ production as a part of its aim? 

I would say not. The only case of extensive restric
tion of which I know occurred in Kentucky about fifteen 
years ago. Such a program will never be effective for 
more than about a year. Because the farm industry is 
necessarily left to the individual, the only real effective 
method of production control that I know of is through 
the matter of price. 

Outside of whole milk the associations in Minnesota 
are not up against a situation where they are after market 
control at all. In com}ection with the tobacco organiza
tion we had to go in as a dominant factor, else we were 
afraid that the buyers might ignore the o.rganization. 
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32. In regard to the question that has just been raised
suppose potato and wheat growers organize, will there be 
room for so much expansion in acreage? 

I do not believe that organization is going to affect the 
general price level enough to bring a great over-supply. 
Wheat is too big a proposition to permit of much organ
ized price control. 

.13· When the Twin City Milk Producers' Association 
was organized it was very difficult to get farmers into it. 
Now whole communities are clamoring to get into it. Is 
it riding for a fall in the whole group? 

It is riding for a fall to the extent that folks are 
hin12;ing their hopes on the question of arbitrary price con
trol. However, we are waking to the fact that the law of 
supply and demand actually does work in determining 
prices. 

MILK 

H. R. LEONARD 

I. How docs the Milk Producers' Association calculate the 
price paid per pound of butterfat for its cream patrons? 

We have two pools in the Twin City Milk Producers' 
Association, one for cream and one for milk. The milk 
and the cream are kept separate. We divide the expense 
keeping the milk and cream separate. We then figure 
manufacturing expense, subtract, and pay producer. The 
actual price paid for butter has no direct relation to mille 

2. Are the members living near the Twin Cities entirely 
satisfied to take the same price for their milk as those liv
ing out on the edge of the district who deliver cream almost 
altogether? 

They would not be human if they were. We do not 
pay the same for milk delivered to the Twin Cities as for 
milk delivered at outside points. That proposition is mis
understood. All prices are based on delivery to the Twin 
Cities. The man who delivers to Anoka receives 18 cents 
less, to Northfield 33 cents less, to Elk River 28 cents less. 
These rates are based on the distance from the Twin Cities. 

3· If the Twin City Milk Producers' Association controlled 
90 per cent of the available market milk, could it not suc
cessfully obtain 5 or 10 cents per hundredweight monopoly 
profit for several months at a time? 

No, it could not possibly. It is absurd to think of the 
Twin City Milk Producers' Association controlling the 
milk available for St. Paul and Minneapolis. New York 
gets its first milk about 180 miles from the city. All of 
our milk comes from within 40 miles of the city. If we 
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tried to get all the milk, we would have 30 or 40 times 
more than we could use. Our prices must follow close 
to butter and cheese so that men living within 40 miles of 
the city can supply us with milk. 

4· Could it do so indefinitely? If the association also con
trolled the distribution of the milk could it obtain a small 
monopoly profit indefinitely? 

No, I don't believe it could. There are II7 one-horse 
dairymen delivering in St. Paul now. If our prices were 
out of line the small dairymen would increase rapidly and 
check a condition of that kind. The public would demand 
that our prices be as low as any of similar size in the 
United States. 

s. Is it wise and economically sound for co-operative milk 
producing associations to operate their own pasteurizing 
plants? 

Yes, I think it is. We do not pasteurize our milk; 
we sell it raw. I have visited the producers' associations 
from coast to coast; I find they are distributing milk in 
Los Angeles and some other points. In Cincinnati last 
week they took over a three-million dollar proposition. I 
think it is economically sound, but our position is that if 
we arc fair with the farmers and public as a whole, we 
of the Twin Cities don't care to go into the distributing 
encl. 

6. How many members have violated their membership 
agreements? Have you ever enforced specific performance? 
Or sued for damages? 

Very few. \Vith our 5700 members we have 5 or 6 
a year who violate the contract. \Ve have a clause in 
the contract which provides $5 per cow penalty in case of 
violation. The contract is for only one year. If a man 
violated the contract during the year without proper notice 
we would hold $5 from his milk check. 

7· How much has the association invested in plants and 
equipment at the pres'cnt time? 

Fifteen plants, with $soo,ooo investment. Some are 
making cheese and some butter. Northfield, sweet cream, 
retail milk and butter; Dennison, half cheese and half 
butter; Cannon Falls, cheese; Forest Lake, butter; St. 
Paul, condensed milk, casein, whole milk; :Minneapolis, 
casein, whole milk, butter; Anoka, powder, cheese, casein; 
Elk River, butter, cheese, market milk; Centerville, mar
ket milk, cheese; Stanton, cheese; Cedar, cheese. 

8. Is the association a stock or non-stock organization. 
What is the size of shares or fees? How much per 
member? 
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It is strictly a stock organization, with $so shares. 
One share is required for each four cows the farmer milks. 

g. Arc the deductions from returns now being made large 
enough to handle the expenditures and take care of the 
liabilities of the association on a permanent basis? Would 
the members stand for larger deductions? Or do many 
of them (as is usually the case) think that present deduc
tions are abundantly high? 

Yes, they are. We are entirely out of sympathy 
with co-operatives that over-pay, they are .only fooling 
themselves. Vole don't over-pay but would rather under
pay, and create a surplus to do business on. 

ro. Do you think that the members of the Twin City Milk 
Producers' Association should retail their product themselves? 

There are so many things on both sides that I can't 
say. 'vVe have carefully investigated the retail encl. We 
are prepared to go in, but we don't expect to go into the 
retail business unless the distributors of milk in the cities 
want us to. They may want us to consolidate; they may 
ask us to distribute and if they do we may go in. The 
other possibility is that they may try to refuse to buy milk 
from us and will then go into distant Wisconsin points for 
a supply. If they do we will go in. 

I I. ls it a fact that a carlot of sweet cream was shipped 
to New York? 

Vl/e have shipped dozens of cars of cream to New 
York and other points. One of the Atlantic liners bought 
an entire car. 

r2. How do you divide the overhead expense? 
\Vhere we have both departments we divide on a 

basis of money pro rated as near as we can get it. This 
division is not absolutely accurate. In places like Elk 
Eiver we divide it on the basis of total paid to the 
producer. 

13. I-I ow do you get your renewal contract? 
Contracts are self-renewing. We have over sooo in 

effect ami I hacf three notices of withdrawal last year. 
'vVe have about one-half million subscribed and paid on 
a basis of 5 per cent of check; a very small amount for 
the amount of money the farmers have invested in the 
productive end of their business. 

14. About what is the total business? 
Our business ran a little over $5,ooo,ooo this year 

on sales of all products. 
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15. About what is the per cent for overhead? 
I haven't the figures in percentage. The actual 

cost including all supplies, light, ground, etc., is running 
above 22 cents per hundred pounds on whole milk. The 
cost of handling butterfat is about four cents. 

16. If the producer increases the number of his cows does 
it increase his percentage? 

No, not when he is in for life. In our last bulletin 
we had a long list of farmers who voluntarily asked for 
more stock, 514 shares. 

17. What would stop a man from starting with a small 
number of cows and buying a small amount of stock and 
building up his herd? 

The farmers in this locality arc pretty good fellows. 
Once in a while we find persons of that kind. Our stock 
is always worth par because we have heavy reserves for 
depreciation, etc. 

r8. What is the relation of your organization to the federal 
income tax? 

We are exempt. The state told us at first that we 
would have to pay an income tax but when it was taken 
up with the vVashington authorities we immediately got 
exemption. 

19. What is the amount of your sinking fund? 
Our present sinking fund is $90,000. It is generally 

admitted that without organization producers of milk sell
ing to large cities such as Chicago, Milwaukee, and the 
Twin Cities do not receive more than-butterfat prices. 
Our average price for 1923 will be $2.54 and the average 
price based on butterfat will be $r.63. This difference of 
91 cents per hundred pounds on 202,754,466 pounds handled 
during the year amounts to $r,845,065. It is safe to say 
that the producers in the Twin City region are receiving 
this much more because they are organized and at the 
same time consumers here are paying no more than in 
any other city of similar size in the United States. 
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BUTTER 

H. F. MEYER 

I am glad to be here this morning. I am a new man 
in Minnesota, and the co-operation the county agents are 
giving our work is simply wonderful. When I came here 
there were 426 co-operative creameries in the state, making 
90,ooo,ooo pounds of butter. We have signed up 146 cream
eries on a pooling system making approximately rso,ooo,ooo 
pounds of butter. .We want all the 6oo creameries in our 
marketing system, and we will not stop until we get them. 
At present this state association is the strongest co-opera
tive organization ;n Minnesota. We have $rso,ooo assets, 
mostly cash and do $I,ooo,ooo worth of business per year. 

I. What control will the Minnesota Co-operative Cream
eries Association, Inc., under the new contract, have over 
the methods of handling milk and cream, the manufacture 
of butter, and the preparation of butter for market by a 
member creamery? 

It is stated in the pool contract, butter marketing 
agreement, that the creameries agree to combine with all 
associations regarding pasteurizing, standardizing butter, 
etc., and making manufacturer's reports. 

2. If the identity of a creamery's butter is lost, what ad
vantage can the pooling plan offer to a creamery that has 
developed a good wholesale outlet for a high quality 
product? 

At the present time a few creameries are making 
sweet cream butter or the so-called Navy butter, about 
I s6. They are all shipping to New York and Philadelphia, 
but they are not getting what the product is worth. That 
is no reason why you can't get 3 or 4 cents premium per 
pound instead of I or 2 cents as they are now getting. 
VIe want to make Minnesota a sweet cream butter state. 
We can do this by creating bigger outlets, and getting 
bigger prices. \Ve want to make Minnesota famous for its 
sweet cream butter just as California is famous for its 
Sunkist oranges. 

J. What will be the length of the pooling period? 
The pooling contract runs for two years and is self

renewing. Membership runs for one year. Not one mem
ber creamery has withdrawn. V.,Te have increased from 426 
to 454 creameries this year. 

4· If the pool is for less than a full ye'ar, what will be the 
relation of the stored butter to the pool? 

We do not anticipate storing butter this year. We do 
not have sufficient finances. The dealers do the storing. 
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s. Docs the association plan to sell to the regular whole
sale and jobbing dealers or direct to retail stores? 

No, we let the butter go to the same channels to find 
more outlet for . it. Retail stores pay more than whole
salers. Wholesalers resell to jobbers. They get whole
salers' margin on butter. We try to find a more direct 
outlet for the butter. 

6. Is membership in the butter exchanges contemplated? 
We have membership in the Chicago and New York 

exchanges. 

7. How many grade pools are proposed for Minnesota 
butter? Will all creameries in each grade pool get the same 
pool price? 

Six. We have sweet cream butter of the different 
grades : 90, 89, 95, So, 88, and under grades. All get the 
same price for the same grade butter-the average of but
ter sold for that pool. 

8. Does the Minnesota Co-operative Creameries, Inc., ever 
expect to have any influence on the price of butter in New 
York City which it does not now have? How does it expect 
to obtain this influence? Does it expect to store or hold 
butter when it believes the price is too low? How does 
it expect to determine when the price is too low? 

That is a difficult question. You have to wait develop
ments. We try to standardize production. We try to let 
it go as Minnesota butter. We have not sufficient finances 
to store this year or next year. Possibly in the future 
we shall. 

9. Is there any conflict of interests or pulling at cross
purposes because of the supply sideline? 

No, our supply department which supplies creameries 
with churns, liners, etc. is a great advantage to the cream
eries. We have sent out notices and are paying back to 
the creameries $4o,ooo in profit. That helps a great deal 
at the present time. Other creameries are getting three 
or four hundred dollars refund. 

10. Does the Minnesota agency expect to market butter in 
Duluth? 

Yes. We shall market butter in the Twin Cities 
the first of the year. \Ve expect to be ready the first of 
December and put on an advertising campaign, but we can't 
get our warehouse ready. vVe want more creameries in 
the organization before we begin selling. 

tL In just what particular does the contract proposed by 
the co-operative creamery association for individual farm
ers differ from the standard contract used in potatoes and 
eggs? 
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No difference, it is the same contract, the Twin City 
Milk Co. has the same contract and it is the same as the 
Sapiro plan. The principle is the same all the way 
through. 

12. How many co-operative creameries in Minnesota are 
making butter scoring 93 or above? How much. range in 
quality and ~core is there among those scoring over 93? 

That is a difficult question. I should jL1dge that we 
can consider that all sweet cream creameries in the state, 
about 200, are m\(king 93 score butter, first quality fine 
butter. 

13. Is it proposed to give all these the same pool price for 
their butter? 

All the sweet cream butter will be in one pool. 

J4. 'Will the tubs of each creamery continue to have their 
own creamery numbers? Or is it proposed to submerge 
the identity of the different creameries in the pool? 

At the beginning they will, but after a while we will 
discontinue that. 

rs. To what extent do buyers at present buy butter by 
creameries? 

Each creamery sells the entire output to a certain 
distributor. They do scoring and weighing and pay freight. 

r6. Can the large New York or Chicago butter buyers suc
cessfully dictate to the creameries manufacturing sweet 
cream butter in this state and compete with the Minne
sota Co-operative Creameries Association, Inc., as mar
keting agencies? 

No, they can not. We have one big sales store. If 
the American stores signed up the butter, the creameries 
would stay out. Glencoe creamery is getting more money 
than it would through the American stores. The Ameri
can stores tlo not pay the highest prices. 

17. Should the Minnesota Co-operative Creameries Associa
tion, Inc., attempt to market butter without the support of 
all its member creameries? 

We want to get about 75 per cent of the total produc
tion before we begin marketing. I believe we can get all co
operative creameries to sign up. There are I30,ooo,ooo,ooo 
pounds of butter produced in this state. 

r8. Have you a trade mark on your butter? 
No, we are going to offer a prize for the best name. 

We are offering $soo for a name for our fine Minnesota 
butter. 

19. Does the association charge local creameries for butter 
sold locally? 

No, no charge for butter sold locally. 
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20. Is there a contract between the farmer and his own 
creamery? 

Yes, in some instances. 

21. What is the present charge of the association for 
selling? 

The present agreement is one charge-27 cents per 
tub, or Ys of a cent per pound. 

22. Does the 27 cents include field service, selling, etc.? 
Yes. 

23. Will group selling give the centralizer stronger com
petition? 

Certainly. Take the Blue Valley creamery, for in
stance. It has a most efficient sales agency. It sells at 
better prices because it has a good sales organization. We 
can do the same with our sweet cream butter if we can 
get the marketing program and selling organization. 

24. How much are you co-operating with Iowa and sur
rounding states? 

Wisconsin creameries have asked us to come into 
Wisconsin, and 14 creameries in that state have joined 
our association. That made them sore, so Wisconsin has 
now decided to organize an association and we agreed 
to let the 14 that have joined with us go with them. 
The probability is that within two years Minnesota, Iowa, 
and Wisconsin will have one organization, selling under 
one name. VIe have fine butter coming from these three 
states, and it is the only place in the country whe;e you 
can get fine butter. 

25. Can some lower scoring butter be sold at extra prices? 
You can get extra for it if you know where to put 

it. You can get a go-score butter and get an extra price 
for it if you know where to put it. 

26. What item of expense does the advertising come out of? 
A special fund of $1o,ooo set aside by the board of 

directors for advertising. One cent per pound is charged 
against Twin City distributors for advertising. 'vVe will 
charge this as selling expense. 

27. How is the reserve fund created? 
On a share basis. 

28. Why is it necessary for a creamery to sign a contract? 
\Ve took this matter up with our attorney and he sug

gested that we have the creameries sign an 'additional rider, 
attached to our membership agreement. 
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29. W:Jl it not ·be necessary for your federation to work 
out very soon a plan to have all patrons of the creamery 
under contract in view of competition coming into the state? 

Vle have now two field men signing up creameries. 
Last week we signed up over 200 patrons for a five-year 
period, on the standard plan. No charge for this. Every 
creamery must be a stockholder ; $25 for 50,000 pounds 
of butterfat, one share. 

JO. How about the patrons who sign up, do they pay? 
Patrons have no payment at all. 

31. Are any commission houses or sales stores trying to 
beat the creamery association contract? 

No, we have not found a single one. One tried to 
sign up for five years, but we laughed at him. 

32. Is the Blue Valley creamery gaining ground at the 
expense of the co-operative creameries? 

No, it is not. We found in checking up that they get 
half of their cream from Dakota; the other half .is scat
tered over the state. They are not making much headway. 
They have increased their price for butterfat; they started 
on Wednesday at 63 cents and finished on Friday at 65 
cents. 

33. What concessions have railroad companies made? 
We have gone before the railroad companies on three 

propositions: (I) To permit us to unload and grade in 
Midway, and ship back east. That is called storage in 
transit. All companies have granted us that privilege. (2) 
To reduce rates ro cents per hundred. All have complied 
with this request but the Great Northern and Northern 
Pacific. (3) To stop charging $!.55 from here to New 
York, and they are carrying it cheaper than last year. We 
demand the same rate to New York and Philadelphia as 
they give the centralizers. vVe can save all creameries y,( 
cent per pound qn that basis . 

.34· When a full car is shipped would you get a ten-cent 
:reduction from Fairbault? 

There is no extra charge from Faribault up here; 
the railroad companies have agreed to bring butter from 
southern Minnesota to the Twin Cities . 

.35· Is much unsalted butter being sent to New York? 
Our creameries at Grasston and Hinckley are making 

unsalted butter, but there should be 200 making unsalted 
butter. Half the people in New York are Jewish and they 
all eat unsalted butter. We can't get enough butter for 
this trade. We get more money for this than for the 
salted butter. 
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LIVESTOCK 

J. S. MoNTGOMERY 

r. Should county livestock shipping associations plan to 
ship actively at regular periods or should they merely re
tain the organization as an effective weapon to keep the 
buying margin from becoming too wide? 

My answer would be that they should plan to ship 
at regular intervals and so far as possible handle the 
entire product out of the community. In certain localities 
the shipping asso.ciation has some difficulty in accomplishing 
this, for in the southern part of the state local packing 

· houses, because of the lesser freight rate to their plants, 
can afford to pay more than the shipper can possibly realize 
by shipping to one of our terminal marketing points. 
There is a way to get that if properly organized. If suf
ficient work is done among farmers to impress the impor
tance of it, there is no question that if the local buyer 
comes in he will have to buy through the association. 

2. Why isn't the Central Co-operative Livestock Commis
sion Association a member of the South St. Paul Livestock 
Exchange? 

The founders of the Central Co-operative Livestock 
Commission Association could not see any advantage in 
becoming or attempting to become a member of the live
stock exchange. The South St. Paul Livestock Exchange, 
or any other livestock exchange, is nothing more or less 
than a union of men engaged in the commission business 
or speculating business on that market. It is of course ad
vantageous on any market where a great many people are 
dealing with each other to have some established rules gov
eming the transactions, and I suppose it was with that in 
mind that the livestock exchanges were originally estab
lished. \>\Then the Central started business at South St. 
Paul, the best information that could be obtained on con
ditions 'there led them to believe that such rules were simply 
for the convenience of the members and not enforced suf
ficiently to regulate their practices very much. 

3. Would membership in the exchange help the manager of 
a co-operative association to detect and prevent unfair prac
tices among his sales force? 

So far as we can see there would be no advantage 
to our organization. To answer the question further, I 
would say they have one rule that provides that you must 
own one share in the exchange for each two members of 
the organization and with six or seven hundred members, 
~s we recognize our membership, it would require an 
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immense investment for a co-operative organization to be
come a member of the livestock exchange. They are hav
ing difficulties on some markets because of the fact that 
the exchange members have declined to trade with co-oper
atives. In our market we met with a complete boycott 
on the part of exchange members and it became necessary 
to organize departments of our own to perform certain 
functions that some of the exchange members or that 
speculators ordinarily perform. It might have simplified 
our work in the beginning if we could have had free trade 
with the exchange. On the other hand, any livestock or
ganization on a terminal market which places its members 
in such a position that they have to depend on stock specu
lators is not in position to perform its functions to its 
fullest possibilities. If all that livestock has to be 
handled through speculating organizations it means it is 
necessary to have additional expense all the way through. 
They are certainly adding what seems to be unnecessary 
expense in getting this livestock from 'the man who ships 
it in and then back to the man who needs it. It seems 
to me it is entirely possible for a co-operative to estab
lish a system of carrying out the transaction without the 
help of the speculator. 

4. Does the Central sell any livestock to stockyards spec
ulators? 

We do. It would be a comparatively small percentage 
of the business but we have always taken the position that 
we were operating an open market on which any one 
was entitled to buy whom we considered had the ability to 
pay and that our first job as a commission organization 
was to secure the· highest possible market price. Circum
stances occasionally arise in which the speculator has an 
order which, makes it possible for him to pay more money 
for our cattle than the farmer buyers are willing to pay. 
We had a condition like that this moming. Our position 
in that case was to sell to the speculator because our first 
job is to get the highest price; but this is not an appre
ciable amount of our business. Vle do not do business for 
men who are commonly called "scalpers." There are 
twenty-five or thirty firms, small outfits, on that market 
who carry on quite a little business and have practically 
no pens assigned to them. They will go into one man's 
alley to buy and they will turn around and consign the 
same stock to another commission to be resold. There 
arc a great many firms on the market conducting just that 
kind of business. We have refused to handle the resale 
of such stock. 
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s. If the Central handled 70 per cent of all the livestock 
sold in the South St. Paul market, could it secure a higher 
average price for the year? If so, how? 

I believe it would be possible to secure a little higher 
average price for the year. I don't believe we can accom
plish a great deal along that line until we have agencies 
at two or three other principal livestock markets that are 
also handling forty or fifty per cent of the livestock of 
those markets. 

6. Are the livestock grades being developed so that there 
is any iri1mediate prospect of central associations trying 
to pool livestock? Can you tell us what success the 
United Grain Growers. Limited, have had with pooling 
cattle at the Canadian livestock markets? 

I do not believe that there is any probability of having 
the pooling system adopted in this country for some time. 
We may be working in that direction. Canada has been 
carrying on a plan of pooling stock cattle for seven or 
eight months with apparently good results, and we may 
eventually come to the same plan, but I doubt if we are 
ready for it now. 

7. Is there a probability of such marketing agencies, as 
they develop, having any effect on the rather violent 
short time price fluctuations? 

Yes, I think we shall accomplish a good deal more in 
eliminating the violent short time sharp fluctuations than 
in the average price for a year. Average prices for the 
year probably will be governed by the law of supply and 
demand. I have not figured out any way of operating the 
law of supply and demand in the marketing of farm prod
ucts, but I do think where marketing agencies are handling 
from 30 to 40 per cent on four or five principal markets 
we can eliminate this large fluctuation. There is no 
reason why livestock should fluctuate from 25 to so cents 
in one week. Sometimes it fluctuates as much as $r. An 
argtnnent for this is to keep prices down in order to keep 
producers from flooding the market. 

8. Have we any county-wide associations? 
We have a few. I don't know that we have in this 

state any county organized on a county-wode plan; we 
have some in North Dakota, South Dakota, and Montana. 
I believe it is a good thing for their territory out there. 
For our territory I ca:1 see some advantages and some 
serious disadvantages. I may say : , ... ,r Ohio is organized 
quite generally on the county-wide plan. For their condi
tions they seem to like it. 
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9. Will the contract be used in livestock marketing? 
I think we are coming to the point where our associa

tions are going to: be organized on a contract plan, par
ticularly in our territory where local packers are buying 
for direct shipment to the plant. We don't find so much 
difficulty in keeing people loyal to their own organization 
because there is no question but the association can secure 
fully as much as the country buyer can. In southern 
Minnesota where the packing plants place a local buyer 'in 
the community and will not buy from an association, it is 
a good plan to organize in this way. Then there is the 
question, as I see it, of organizing people on the contract 
plan showing the disadvantages• of selling direct to the 
buyer and you have to tie them up closely, so that the 
packing plant can not come in and break up the organiza
tion by offering a 10-cent higher price. If you can get 
them organized closely enough, then your shipping asso
ciation is in a position to render real service to that 
community. 

ro. What means does the Central have to stop the fluctua
tion of prices? 

There isn't any question that if we can control so 
per cent of the hogs on the South St. Paul market, by 
keeping those hogs off the market two days we can force 
the price up. It would be possible. for me to send 100 
wires today and materially cut down the receipts on hogs 
tomorrow. Through a little organization and a little head 
work you can very quickly eliminate what seems to be a 
surplus on the market. 
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EGGS 

W. J. CORWIN 

1. Explain the grade of eggs that will be operative in this 
association. 

There will be two or three different grades. The 
quality is the same whether the eggs are large or small. 
We have not worked this out entirely, we have not gone. 
quite that far. The eggs will be graded according to 
whether they are 22, 24, or 26 ounces, or whatever they 
are per dozen. Fifty per cent of Minnesota eggs will go 
24 ounces to the dozen. There are two or three different 
grades on size, but the grade on quality is the same 
whether the eggs are large or small. A flat rate usually 
is paid, altho iower prices are paid for seconds if dealers 
do any grading. There will also be grading on color. 

2. How will poultry be graded and handled by the associa
tion? 

By age, weight, and condition. Eventually feeding 
and dressing stations will be established at grading centers. 
The problem is to move the eggs rapidly, as the product 
deteriorates on the way. A loss in quality means loss in 
value. The loss is paid for by the producer. Eggs get 
from the farm to the grading points in one day. The 
problem in marketing eggs is to move them rapidly from 
the nest to the marketing centers. Eggs are gathered 
every clay or two, poultry once a week. 

3. What is the minimum production of eggs for a profitable 
association? 

That varies a little. An association with good assem
bling facilities can get along with less volume than an
other association. It would not be advisable to start an 
association with less than 25 carloads of eggs and IS car
loads o [ poultry. 

4· Vv'hat is the practical method of preventing small organ
ized units from starting operation.:;, particularly in egg 
marketing, when the volume of business is not sufficient 
to keep down overhead expense? 

That is one of the most troublesome problems. No 
one can prevent a group of people from organizing if· 
they want to, but from an organization or campaign 
standpoint it is advisable to have these people wait until 
their natural district is ready without discouraging them. 
It is best to get those already interested in the project 
to hustle to interest others. 

s. Will the association store eggs? If so, will eggs for 
storage be handled in a separate pool, or will other pooling 
arrangements be made? How will egg storage be financed? 
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Under certain circumstances, yes. It probably would 
not be prcf erable to store a large number the first year 
of operation; a certain percentage could be stored because 
they arc going to be stored by some one else. Sixty 
per cent of the eggs leave Minnesota farms within three 
months, but they are not eaten in three months. It will cost 
two cents or less to store one dozen eggs six months. Keep 
this in mind : the association agrees to buy and to pay for 
them under certain conditions. They will remit the money 
to the producer when it gets in, not before. They are not 
obligated to pay the producer before the eggs have been 
sold. The association may advance money to the producer 
either through warehouse receipts or actual sales. When 
eggs arc actually sold and the loan paid, the balance left 
is prorated according to the number of dozen delivered. 

6. When eggs are put in storage in Apr;! what price should 
be paid the prr <lucrr? 

· The association may take the warehouse receipts and 
loan money as fast as the eggs go in storage. That money 
shall be distributed with the money received from actual 
sales and prorated among producers as part of that week's 
receipts. Payments arc based on grade of eggs sent to the 
association. Clean eggs and dirty eggs are paid for pro
portionally. The person bringing small poor eggs will 
be paid proportionally. If there is a loss, it is charged 
to the producer. 

7. Will the eggs be sold through the present wholesale 
· and jobbing channels, or will a new system for distribu

tion of eggs be developed? 
The answer to that is the same that Mr. Meyers gave 

for butter, namely, present facilities, except as we can 
grow and develop new contracts. 

8 Should the producer be induced to grade eggs at the 
farm? 

Roughly. He shoulrl be encouraged to keep very 
poor ones at home. They are low priced and should not 
he thrown on the market. 

9· Does the contract as now arranged allow a penalty if 
they do not live up to it? 

Yes. 

1 o. Is the creamery expected to play a part in this egg 
marketing? 

As a delivery point only. The eggs move from the 
farm in a heavy case one-half inch thick. The farmer's 
name and number will be printed and burned on the case, 
so there will be no mixup. The truckdriver gets the case 
and puts it off at the cream center, where it is later picked 
up by the egg truck. The creamery attendant keeps a 
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record and checks off each man by number, with number 
of cases delivered to the truck driver. The same pro
cedure is gone through with at the door of the grading 
center. 

I I. Is there at present a state egg marketing association? 
The producers' contract states that when 15 similar 

associations have been organized they shall federate and 
form the Minnesota Poultry and Egg Association. 

!2. Wottld it he necessary to have a co-operative creamery 
at a central point? 

Not if you have some other building. It depends on 
the creamery and whether you can rent the space. All 
will be paid for by the egg association. 

13. What is the pooling period? 
One week. 

14. In April you desire to store say half of your eggs; 
how do you decide to take eggs out of storage? 

Vve would not store half the eggs. In the late sum
mer and fall or the season of minimum production they 
would be released. In the case of a loss or gain at the end 
of the year it is distributed to all producers according to 
the number of eggs cleliverecl. 

r 5· What is a fair creamery charge for handEng eggs? 
We don't know what a fair charge is. The board of 

directors at Faribault voted to give the creamery 74 cent 
per dozen on eggs and l/5 cent on poultry per pound. It 
will be fixed in proportion to the actual service performed. 

r6. ·what is the equity of a man producing eggs during 
the winter months from the pool storage standpoint? 

None, unless he produces eggs during the pedod when 
eggs are stored. It might be fair to spread it over the 
whole year. The point is that you have taken off the peak 
load from all producers when prices were at their lowest 
level. Today, under the present system. that load is bear
ing clown heavily upon prices when <So per cent of his stuff 
leaves the farm. It is taken out of storage and in that way 
holds the price of fresh eggs down some in the fall. The 
object of co-operative marketing is to keep the different 
points Sllpplied with eggs to the saturation point, and not 
beyond. 

17. 'vVho may become members of the association? 
Only the producer may become a member. 

18. How many associations are there in the state today? 
Rice county and 14 or IS other places have incor

porated. A campaign is on in Steele county, and other 
places will start as fast as we can get to it. 
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19. Do all poultry and eggs have to be sold through the 
Association? 

Yes, except those used at home, hatching, breeding 
stock, or those sold direct to a consumer. 

20. Where do the membership fees go and what are they 
used for? 

They go direct to the secretary-treasurer of the dis
trict association and are used only for organization ex
pense or supplies in starting the selling work. 

21. Have co-operative egg marketing associations been 
successful? 

Yes-in California, Washington, Oregon, Texas, Mis
souri, New ] ersey, Canada, and Denmark. The results 
in all cases are more satisfactory than those obtained 
under the old system. 

22. How is payment made? 
They way the directors of the association decide, 

probably like most of the co-operative creameries-once or 
twice a month. After the work gets going and a little 
reserve fund is built up they may make a cash advance 
each week. 

23. Does every one receive the same price per dozen or 
per pound? 

The eggs will be graded as to size, color, quality, and 
condition and sold on a grade and quality basis. All hav
ing the same grade and quality will receive the same price. 
But those with the better quality and size will naturally 
·set more than the average price. 

24. How is the truck driver held responsible for the safe de
li very of the eggs ? 

When he picks up the eggs at the creamery or other 
local point, the buttermaker or some other responsible 
person checks them onto his load and signs the delivery 
sheet, showing the number of cases and to whom they 
belong. The driver is responsible until he gets to the 
grading center, where the foreman checks the unloading 
and signs a delivery sheet releasing the driver. These 
delivery sheets and grading slips are all filed with the 
manager and a copy of the grading slip goes back in the 
empty case to the farmer. 

25. How will each member be identified? 
Each delivery point may be designated alphabetically, 

as A, B, C, D, etc. Each patron will have a delivery 
number-r, 2, 3, 4, etc.-branded right on his own case. 

26. What kind of cases are used from the farm to the grad
ing center and back again? 
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Heavy, solid cases, 6, 9, r2, rs, and 30 dozen sizes. 
Each farmer will have two or three cases of the size that 
fits his flock. The farmer's name or numbei: is plainly 
branded or painted on his own case. 

27. Where is the candling and grading done? 
At, the headquarters or grading center under the direct 

supervision of the manager. The cases are merely set 
off at the creamery by the farmer and taken the rest of the 
way to the grading center by the association's truck. 

28. What is the reason for grading? 
Eggs of a high quality are worth more and those 

who produce them are entitled to their full value. Proper 
grading insures the reputation of your products and stimu
lates a better demand from the consumer. Every one will 
strive to get into the better grades when he finds that he 
get more money for these grades. 

zg. What is done with eggs candled out? 
If they can be used at all, they may go into the breaker 

class and are sold to bakers or cheap restaurants. If they 
are rotten or worthless, they are discarded entirely and so 
indicated on the grading slip. They will not be !llany poor 
eggs under this system because they are coming fresh from 
the fan'n every day or two. 

30. Can non-members sell through this association? 
No. Only producers can be members and members 

can sell through the association only what they produce and 
not what they might buy from others. 

3!. Why a definite membership agreement? 
It protects the member, it shows just what the associa

tion promises to do. It also insures a steady large business 
so your overhead for grading, freight, etc., will be low. 
It is not binding until a large volume of business is se
cured and the directors feel safe in going ahead. 

32. But I use my eggs at the store for groceries? 
Yes, sure, like you used to do with your butter. Sell 

this way for more cash money and buy your groceries for 
cash. All stores would just as soon have you come in 
with cash. 

33: Can the by-laws be changed at any time? 
Yes, by members and according to the law. 

34. Will the association 
Yes, after the 

Eventually fattening 

handle poultry? 
egg business is well established. 

and dressing work will be added. 
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WOOL 

R. E. }oNES 

r. What is your real pooling unit, the county or the state? 
The state is the pooling unit. 

2. How many grades do you maintain in your pool? 
Nine or ten grades are used. 

3. Is each member's wool kept separate until sold? 
No. After the wool comes in and is graded, the bright 

quarter goes in the bright quarter pile, the semi-bright in 
the semi-bright piles, etc. Each grade is kept in a 
separate pile. 

4. How do you decide when to sell? 
The state association is not a speculative organization. 

When there is an activity in the market and when the price 
is satisfactory, we sell. Last spring there was a peak, 
considerable excitement, and early rush buying. The 
West sold early and the East got loaded up with high 
priced wool. Forty cents was paid by local buyers for 
Minnesota wool. At that peak and while the market was 
very ·active, we were offered 46 cents for two carloads. 
One customer wanted two carloads of bright quarter. 
We didn't sell. We fell down. We should have sold. 
The market looked safe and we wanted more wool in. 
Very shortly after that the demand ceased and the market 
was stagnant all summer. We were offered 38 cents for 
that same grade of wool when we had a fair accumula
tion, we pegged our price at 44 and 47 cents-44 cents for 
the bright quarters and 47 cents for the :Vs. We thought 
we would sell half of our holdings. All through the sum
mer there was· no demand. We didn't quite get 44 cents 
and 47 cents. We finally shaded these prices one-half 
cent. In the meantime we had written a hundred letters 
t() manufacturers and dealers and when we sold we came 
in contact with only one buyer who wanted Minnesota 
wools. The manuf'acturers are not heavily loaded. They 
can't sell the goods. They will not load up until there 
is a demand in the goods trade. Fine wool continues in 
very slow demand. The American is getting economical. 
Men's wear is running to coarser fabrics. 

s. What percentage of the market price have you advanced? 
About 70 per cent is advanced. 

6. i-Iow much wool have you handled this year? 
About 350,000 pounds. 
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7. Can any of the shippers demand a price? What do they 
say to you when they ship it? 

No shipper has said to us yet "You get this price or 
hold it." We haven't asked any shipper what price would 
satisfy him. While we have sold a little more than half 
of our holdings, we can not render account sales on this 
wool until we get a cut-off so that we can give them the 
average price. V/e are now holding the remainder of 
our bright ~ and Ys at 44 cents and 48 cents and believe 
we can get it. 

8. Do you handle any wool on your own account? 
No. 

g .. Is there any consideration given to a producers' con
tract? 

We have no contracts as yet with producers. If we 
have up to soo,ooo pounds of wool, we can finance it. 
That is-, the agency can on its own credit. Our own 
credit, however is' limited. We can not borrow on the 
wool we have on hand because we do not hold title. Le
gally we are commission merchants and the wool legally 
belongs to the growers until sold and paid for. If our 
state association grows as it has every prospect of do
ing it will be necessary to use warehouse receipts to obtain 
sufficient money from the banks to make these advances 
when the wool is received. To this end the association 
should have contracts from the growers transferring title 
of the wool to the selling agency so that the agency can 
give warehouse receipts to obtain money for these ad
vances. This, as we understand, is the plan generally 
adopted by selling agencies of our character to obtain 
money to make their initial advances. The state selling 
agency can not properly function and grow without these 
individual contracts. 

10. Does the farmer get a grading sheet? 
Yes. His grading sheet shows the advances. Advances 

now are on the basis of 32 cents for the clear bright 
medium and fine wools, without deducting freight to 
\Vabasha. These advances are now made with money 
that we boiTow on our own credit. 
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WHEAT 

G. c. }EWETT 

I. I-Ias your wheat marketing system been able to secure 
favorable rates and terms for loans to finance the market
ing of wheat? 

Vve were able to secure rates that have been highly 
satisfactory. Vve have been borrowing money as low as 
5 per cent, some at 6 per cent. vVe have also borrowed 
through the Vvar Finance Corporation and intermediate 
banks. 

2. What are the principal outlets for Associated wheat? 
The principal outlets for Associated wheat arc the 

American millers and foreign markets, also the export~r 
of wheat to foreign markets. We export that portion of 
wheat; we make our own sales in the foreign market; 
we sell on the basis of the foreign exchange, and handle 
our own bills of exchange. vVe do everything that enters 
into the proposition of exporting. We go directly to the 
mills. The value of the commodity is determined through 
a laboratory operation. 

3. Does the Associated or state association do any cleaning, 
mixing or conditioning of wheat? If so, where it is done, 
and what are the probable savings to be derived? 

With the exception of a very minor quantity, the 
cleaning is clone at terminals. There is not a great amount 
done. In the Minneapolis terminal this year, because 
of dockage, we are doing considerable cleaning. The 
advantage is securing for the markets the dockage which 
you take out of the wheat. Vvhere the dockage is in
sufficient in value to pay the cleaning charge, we put our 
wheat through the cleaning process. Some wheat carries 
so heavy a dockage that the cleaning charge is quite as 
high. I think there is somewhat of a misunderstanding 
in the minds of the public as to the amount of blending 
that may be clone. There is .opportunity to blend this year. 
We have a laboratory whereby we can determine the con
tents of all the wheat offered for market. 

4· What assurance has the association that the grain de
livered on local warehouse receipt will be of the same 
quality as that delivered to the elevator by the association 
member? 

The association has only the ordinary operation of the 
business transactions as its assurance. I think, to be frank, 
that there are times when some interior elevators give the 
worst end of the transaction. As a general thing, how
ever, we receive wheat that is satisfactory as delivered by 
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growers. The elevator must guarantee the wheat grades 
and the dockage of wheat received. If there is a difference 
in the grain delivered it is made up on a cash settlement 
basis. There is the question of protein value. To secure 
wheat of the same protein quality is difficult. We can 
only reach that by keeping track of the values of wheat 
that our farmers are growing in localities and keeping very 
close check on the values of wheat that the elevator man 
is delivering to us. 

5. In your eo-operative wheat marketing system who de
termines when to sell wheat? How does this agency de
termine when to sell and how long to store? 

For price determining, or I might say price making 
factors, there is a centralizing agency through which the 
information flows, in that way keeping out of competition 
with the wheat of various units. The practice is followed 
of scheduling directors of each association to make recom
mendations as to how they would like to have 'their wheat 
sold. They meet the first Monday in December. They 
size up the whole situation and pass a resolution suggest
ing or recommending that there be sold for the month, 
let me say, 400,000 bushels. VVhen the American Wheat 
Growers, Associated, gains control of a larger volume of 
wheat, the directors will be the determining body as to 
when and where to sell wheat. We have from 40 to so 
per cent of the wheat growers in about eleven states. We 
are a price determining factor in a minor sense at the 
present time. I feel that we are distinctively a price de
termining factor from the growers' standpoint. 

6. If it is true that the spread in prices of wheat during the 
fall months and the following spring months is very close to 
the cost of carrying, wherein lies a great benefit in what is 
called the more orderly marketing of wheat? 

There are a good many ways in which to answer that 
question. A great many statiticians have prepared long 
columns of figures to show that the price in the fall is as 
good to the grower as the price in the spring. There are 
two groups-the grower, and the grain trade which favors 
the system as heretofore applied, whereby the future sale 
operation was used to absorb a dump. There are groups 
that show as much as 15 cents advantage. Co-operative 
marketing docs not propose merely to take a price which 
might be available in the spring and make it active and 
available throughout the whole season. \Ve will want the 
price higher in the fall as well as in the spring. The price 
will probably be about the same in the fall as it is in the 
spring, considering carrying charges. The objective of 
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co-operative mal·keting in wheat is to put the farmer in 
a position to be a factor as to what he shall receive for 
the commodity. To go so far as to say having entire con
trol, is going a long way. As it is a worlcl question, 
it is possibly too far for us to propose that we can go. 
We can go so far as to be a material stabilizing price 
factor, elevating the whole price structure to a more proper 
level than we find it on today. 

7. Is it true that most of the local co-operative elevators 
are financed by commission companies to such an extent 
that they are virtually in control of the operations of the 
elevators? 

I do not believe I need to answer that question to such 
an intelligent audience. You know that since 1920 the 
operation of a country elevator has not been a financial 
success. The result was that a large percentage of them 
were financially embarrassed. 

8. Is it true that the cost per bushel of handling wheat by 
present wheat organizations runs as high as 13 cents per 
bushel? 

,There is a great deal of mis-statement and propaganda 
upon that question of cost. There are certain factors which 
enter into the cost of handling wheat, whether it is in the 
co-operative movement or outside. One factor, the largest, 
is the elevator handling charge. These elevator men tell 
us that they can not handle wheat at less than 30 to 40 
cents per bushel. In North Dakota the elevator men av
eraged 4 cents per bushel for services in handling the seed. 
Then the question of storage. The wheat is moved largely 
in the early part of the fall and must carry a storage 
charge. That storage charge runs from 2 to 3 cents more 
on an average. Then again we make each one of our grow
ers an advance at the time he makes his delivery to the 
local elevator. That money we must borrow from the banks. 
There• again is a charge in the way of interest which also 
applies to the man outside the association as well as within. 
This charge runs fron~ I to rYz cents. \'Vhen you get them 
all figured up it amounts to from ro to 13 cents a bushel. 
Considering all these charges, you have a gross charge 
running from 13 to 15 cents per bushel. You also have 
terminal charges. 

9· If the organization of wheat growers goes through as 
proposed at the last Chicago conference, how will the 
signers of contracts in the old United States Grain Growers' 
come in? 

There are no arra,ngements made as yet by the na
tional advisory committee in respect to handling the affairs 
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of any of the United States Grain Growers. It is hoped 
that a plan may be worked out by which a man who signed 
the contract· will be relieved of any liability under that 
contract and will be permitted to sign a contract in the 
state association in the state in which he lives. l'or in
stance each of the growers of wheat in Minnesota will be 
permitted to sign up with the Minnesota Grain Growers' 
Association without payment of further fees, and with no 
liability under his old contract. 

10. Just what is the status of the present co-operative grain 
marketing movement? · Is there any correlation between 
the numerous grain marketing organizations which grain 
producers of the county are being solicited to join? 

The America Wheat Growers Association is a central 
selling association for nine states. These states correlate 
their efforts in every respect. There is a complete unity of 
purpose-a complete unity of plan. There are also three 
co-operative organizations on the so-called California 
plan and four others to be organized-two in Kansas, 
one by the l'armers' union and one known as the Kansas 
Growers' Association; one in Oklahoma, and one in Texas. 
A plan has been agreed to in Kansas whereby the two or
ganizations are coming together with the new organization. 

I r. Supposing you control so or 6o per cent of your wheat 
through this organization, how is that going . . . ? 

Through a better distribution, selling the wheat on a 
laboratory test basis, instead of a grade basis. I believe 
that will improve the situation. I believe it will also be 
possible to approach the market in such a way that there 
will be a general strengthening of the whole price struc
ture. I do not believe there is going to be this over
production. 

12. How large an acreage have you under contract? 
We do not have acreages. Vve have a little more than 

4000 growers in Minnesota. 

13. Is there any relation with the Equity in Minnesota? 
None except a friendly attitude. ' 

14. Are you a member of the Minneapolis Chamber of Com
merce? 

Yes. 

15 How many bushels will you handle this year? 
Approximately thirty-five to forty million bushels. 
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POTATOES 

s. G. RUBINOW 

r. In the case of an over-production of potatoes, some 
growers in the late pool will be able to ship and others 
will not. Would these latter growers receive any benefit 
of the pool? 

Yes. All growers receive the same price for the same 
quality, variety, and grade, whether their potatoes are 
shipped or not. The entire pool works over the entire 
membership. 

2. In the late pool, the price may be very high in the 
early season and low in the late season, or vice versa. Just 
how do the shippers get the benefit of the high prices in 
case it were necessary for them to ship durin~ a period of 
low prices? Does the man shipping when pr;ces are high 
get the full benefit of the high price? 

All the potatoes are pooled and the pool runs through 
the entire selling season, and includes high prices and low 
prices. Shipments at high prices are averaged with 
shipments at low prices and all growers are treated alike. 

3· Owing to water transportation, St. Louis County potatoes 
can be delivered in New York cheaper than Maine pota
toes can. Could St. Louis County growers still take ad
vantage of this situation by joining the association, and if 
they join would they have to share with other members not 
so fortunately situated? 

This question is very difficult to answer. All the 
growers in the pool from St. Louis County would have 
to participate in the entire pool equally with other growers 
from other counties, but the freight differential would be 
applied in the pool not only to St. Louis County but to 
all other counties, depending on where -the shipments went. 
Growers near a market join more for protection than for 
actual participation in shipments. Local markets are not 
made by local shipments, but by outside shipments that 
come into local markets. For example, shipments from 
Osseo into Minneapolis do not make the Minneapolis 
price. Shipments from the Reel River Valley into Minne
apolis and into Chicago, make the Minneapolis and Chicago 
prices. When outside shipments are diverted from con
signment markets, local markets become higher for local 
shipments. 

4. The contract states that any deduction or allowance or 
loss that the association may make or suffer on account of 
inferior grade, quality, or condition at delivery shall be 
charged against the grower individually. What does this 
mean? 
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It means that if the grower delivers inferior stuff his 
potatoes shall go into the lower pools. If be delivers frozen 
stuff, be stands the loss individually. 

s. How many grade pools are proposed for potatoes? How 
many grades can a local warehouse in Minnesota keep sep
arate to an advantage? 

I can not answer this question. It must be determined 
by the organization when it is formed and incorporated. 
Whether the organization will make its own grades or not, 
is entirely up to the organization when formed and incor
porated. In Maine they were using the standard U. S. 
grades with tobacco and cotton more than the ordinary 
standard grades. When this organization is formed it will 
establish its own grades. They may conform to the U. S. 
grad~s or extra grades may be established. 

6. Will all growers whose potatoes go into the same pool 
get the same price, or will there be more grades or varia
tions in price than there are pools? 

This question is not clear. All potatoes will go into 
the .same pool according to grade, quality, and variety. All 
growers will get the same price based on sub-pools, except 
where freight differential enters in. 

7. What is meant by sub-pool? 
The contract calls for two large pools: The early 

pool, which closes August IS, and the late pool, which 
begins August IS and runs through the rest of the season. 
Suh-pools are selling pools within the large pools. 

8. Regarding the situation in St. Louis County, why would 
it not be possible for the organization to take advantage of 
that situation by securing better grades, and operate in
dependcn tly? 

They can do that. 

9· Do they contemplate that? 
I do not know. They can do anything they want to. 

St. Louis county growers are suffering from the same 
conditions as growers around Minneapolis and St. Paul. 
Potatoes shipped from Princeton, for example, to Hibbing, 
break the price on potatoes produced at Hibbing, which 
would naturally supply Hibbing, and also break the price 
on potatoes shipped in. 

10. Will the county units or the central office have author
ity as to when to sell, whether or not to store, to what 
market to ship, etc.? 

The central office. 
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11. Is the county to be the unit of the pool? 
No, the unit of the pool is the potato itself. The 

county is simply the machinery through which the pools 
arc made up. The pool is made up on the basis of variety, 
grade, and quality. If the county were the pool instead of 
the potato, there would be county pools instead of grade, 
variety, and quality pools. This would be incorrect. 

12. How will the members who store in their own cellars 
be compensated for the cost of storing if all after August 
15 go into one pool period regardless of time of delivery? 

A storage charge will be estimated and a rental charge 
will be credited to members who use their own cellars 
as an offset against unit warehousing charges. The man 
who stores on the farm does not have to pay warehouse 
storage charges. Growers do not participate in track ware
house accomodations if they have adequate farm cellars 
or places for storage. 

13. As the membership contract does· not give the asso
ciation specific control of the time when potatoes shall be 
delivered to the association, what assurance does the asso
ciation have that it will always have a su'fficient quantity of 
potatoes to realize its so-called orderly marketing program? 

The contract has the word "reasonable" in it. That 
word assumes that the association can call for and procure 
the potatoes it wants at any place and at any time. If the 
roads arc blocked, for example, at one place, an association 
can procure potatoes at another place. 

J4. Will not the limited handling facilities, the high cost of 
labor in handling several pools, and the difficulty of ship
ping each pool in full carlots be a very limiting factor to a 
large number of grades? 

Perhaps so. I do not know the actual number of 
grades that will be worked out. It will not be advisable 
to have too many grades at once. The character of the 
grades will depend on market requirements or on what 
the market wants. 

15. Docs the exchange propose to sell a certain proportion 
of its crop each month regardless of price, or to judge the 
market and withhold when the price is too low? If so, how 
is it go'ng to determine when the price is too low? If it 
proposes to sell a certain proportion of the crop each month, 
what will it do if there is so large a crop that the market 
will not take it at this rate, or so small a crop that it will 
take more than this proportion? 

The exchange plans to do ultimately, when it reaches 
the roo per cent perfection mark, just exactly what this 
question calls for. It will sell just what the market de
mands. It will both sell and study the market. If it 
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sells too much the first month, it will hold back the second 
month. If it sells too little the first month it will increase 
the second month. 

16. Assuming that you have a large crop, how arc you go
ing to handle it? Will you attempt to market it, say I/12 
each month? 

Yes. Ship I/12 each month, if the market consumes 
over a 12-month period, ship r/6 each month if the market 
consumes over a 6-month period. 

I 7. What if this amount is too large? 
Very well-ship less than 1/12 each and dump the sur

plus at the end of the season. 

18. Dump it where? 
Anywhere you want to. vVhere do they dump it now? 

19. Make it clear by what you mean- by ''dumping the bal
ance." Is there any clumping of any crop now under the 
present system? 

Instead of dumping the surplus at the beginning of the 
season and paying freight on it, the surplus should be 
dumped at the end of the season and at home instead of 
at the terminal markets. At present the surplus is dumped 
at the beginning of the season and on the markets instead 
of at home. This involves the big question of the dif
ference between supplies at point of production and at 
point of consumption. Agricultural products today are 
sold, not on the basis of what the market consumes, but 
on the basis of what the farm produces. This creates the 
so-called surplus, ot· over-production, theory. As a usual 
fact the price always breaks when the growers sell fast, 
and base their selling on reports of what is produced on 
the farm. Then the price rises because the distributors 
sell on the basis of what the market consumes and as in the 
case of potatoes, 8o,ooo,ooo bushels left in the ground 
may :force the producer to sell cheap while the consumer 
is paying a high price. The producer sells because he 
thinks there is an overproduction. and sells cheap. By 
the time he gets clone selling he has broken his own price 
so that only a part of the commodity is dug and harvested 
with the result that the consumer,. by· the time he buys, 
pays a high price, based either on a nominal crop or a 
shortage. 

20. Why clump when you can sell throughout the selling 
season? 

What you can not sell, leave unsold. Try to make de
mand comply with supply and supply conform with demand. 
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2!. What do you do with growers \Vho do not join the 
organization? 

\Tile do not do anything with them. 

22. They can get a good price. Is that a fair proposition? 
No, it is not fair to the organization, but there are 

scabs in every industry and since this is a free country, 
those who stay on the outside can do so as long as they 
want to. 

23. In Winona County practically every community where 
potato contracts have been signed expects to have a ware
house. Who will decide how many are needed and where 
will they be built? 

\Til a rehouses will be built, bought, leased, or rented 
where there is sufficient business to keep them up. The 
potatoes shipped through a given warehouse support it. 
A warehouse survey will be made to locate the need at 
different points. The unit of the warehousing corpora
tion will be a county or may be one or more counties 
combined. 

24. Will such warehouses be paid for by thosP who haul 
there or will the cost of warehouses be distdbuted over a 
large unit, as a county? 

The warehouses will be paid for out of the potatoes 
that move through them; but each warehouse will simply 
be a unit in a county warehousing corporation. 

25. Will there be a county manager? 
The county association will have no manager. Each 

county warehousing corporation will have a manager or 
superintendent. The county association will be officered 
and handled by five directors. These five directors have 
only a legal status. The county association does no selling. 
The central office does all the selling through its county 
associations, the warehousing corporation stores ; but both 
county associations and warehousing corporations are all 
affiliated with the central exchange by and through a cross
contract, thus making a three-in-one corporation, of which 
one unit assembles potatoes, another stores and grades 
them, and the third sells them. 

26. If investors would not buy the preferred stock for ware
housng corporations how would such warehouses be 
financed? 

I do not know. This is a practical banking questiob. 
You can't get this money from the government or from 
the Federal Reserve system or from the Intermediate 
credit system or from the war finance corporation. ] udge 
Robert W. Bingham has promised $roo,ooo for warehouses. 
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Many merchants, bankers, and farmers have promised to 
help in the construction and purchase of warehouses if the 
necessary acreage is signed up. If investors will not buy 
this preferred stock, I don't know where to get the money. 
I think we. can go to some of our leading lending and 
bonding syndicates for it. The tobacco and cotton people 
have done this. 

27. \Vhat is the security back of this contract? 
The security back of the contract is the specific per

formance character of the delivery of the crop. The 
volume ,of the organization for five years is likewise se
curity back of the contract. When the organization estab
lishes its credit on a business bagfs it ought to have no 
more difficulty in financing itself than dealers, brokers, 
and commission men who find it easy to finance themselves 
now on the strength of their own business. 

28. What is the Iikelihpod for advanced payments being 
made on potatoes held in storage and what would be the 
source of funds for such advances? 

The source would be commercial paper. The Inter
mediate credit system has not as yet listed potatoes on its 
schedule. It claims that it is a six months or longer ma
turity organization and that it will not lend for less than 
six months. The Federal Reserve system several years 
ago issued the statement that potatoes, when properly ware
housed were subject to rediscounting through member 
banks. This was done in Maine this year. Commerical 
banks will probably be the source of funds for advances. 
I do not believe that more than 50 per cent of the current 
market price can be had as an advance payment. You 
can not borrow as much on potatoes as you can on wheat 
or cotton. 

29. \Vhat percentage is borrowed on tobacco? 
The advance the first year was about -10 per cent of 

the selling price. 

30. What can the exchange do to help the ccrti!i.ed seed po
tato growers? 

All the certi!i.cd seed stock can be sold by the grow
ers through the exchange to the southern growers who 
plant it. Why should seed stock go through a dozen 
different hands? 

3 r. ] ust how will the exchange shorten the route of dis
tribution? 

I do not know. I do not believe it will shorten the 
route very tnuch the first year. It is very di!Ticult to say 
how much the route will be shortened except that many 
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local scalpers and shoestring dealers will be eli minted. The 
main object of the organization is not so much to eliminate 
distributors as to prevent dumping. The exchange is not 
going to peddle its stock from house to house in Chicago, 
it will have to avail itself of the best agencies of distribu
tion. How many of these agencies can be eliminated 
immediately I can not say. 

32. Suppose so per cent of the growers at a given shipping 
point stop growing potatoes and as a result that warehouse 
unit falls? Who will bear the loss? 

The situation is an improbable one, but if that does 
happen the loss would be apportioned among the members 
of that local warehouse unit. 

33. Is any value set on potatoes left in farm storage at end 
of season if fed to livestock and will it be deducted from 
the growers' share of pool sales? 

No. It will simply be a cut-off at the end of the 
season, and unmarketable stuff. will simply be pro-rated 
among the entire membership. 

34· Suppose it was registered for the pool in the fall? 
It is all in the pool to begin with. The contract passes 

· the title from the grower to the association. All the stuff 
which is unmarketable is simply returned to the grower 
as unmarketable potatoes. If he wants to buy this stuff 
back, he can do it and pay himself. 

35. If there is delivery of potatoes, that delivery becomes 
part of the pool, docs it not? 

Yes. 

36. If a man has a thousand bushels left, can he distJOSe of 
them as he sees fit? 

If the association tells him that this represents the 
cut-off, he can. If not, he can not. 

37. How arc you going to determine how mur.h to leave 
at various points of this extra surplus? 

What the market will not take will be left behind. 
No matter where the stuff is left it is the property of the 
whole association and any adjustment can be made at the 
end of the season. 

38. Is it not possible that a member can break his written 
contract in a commodity co-operative, for example, the 
Minnesota Potato Growers' Exchange, by giving a mort
gage on his crop? 

If he executes a mortgage on his crop after he signs 
the contract, the mortgage has priority rights over the 
contract. 
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39· Suppose a large number of growers did that, where 
would it leave the association? 

It would leave the association in the hole. The pota
toes become the property of the man who holds the mort
gage, but the association would arrange to sell the potatoes 
for the joint account of the mortgagor and mortgagee. 

40. Would that not be an easy way to break the contract? 
Yes, if any member wants to go into the association 

with the idea of breaking his contract. As a usual rule 
crop liens do not cover potatoes in Minnesota. I have not 
seen a contract this year on which there was a crop 
mortgage. 

41. How can a man mortgage property that has been as
signed to some one else? 

He can not. He simply signs a contract which be
comes effective when he delivers his potatoes and the title 
thereupon passes from the individual to the organization. 
When he places a crop lien on his crop the man holding 
the mortgage must either be satisfied as to the value of the 
mortgage or he may take possession of the crop. 

42. Will any distinction be made between the light and 
dark potatoes? 

I should think so-that is, a difference of grade and 
variety. 

43. Will the organization be in a pos1t10n to do any work 
in areas where poor grade potatoes are produced which 
might go on the market in case there were no associations? 

Probably the sections growing poor potatoes will be 
forced into poor pools, will get poor prices, and will 
eventually quit raising potatoes. 




