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COOPERATIVE MARKETING OF FARM PRODUCTS
IN SOUTH DAKOTA -

I. GENERAL FACTS UNDERLYING THE WHOLE PROBLEM OF DISTRIBUTION
AND NARKBTING OF FARM PRODUCTS S

Before entefing into a detailed discussion of cdoperative
marketing of farm products as applied to South Dakota, I wish
to briefly meﬁtion a few generaluhistorical facts Whi&h in a
large part go to make up the bvackground for the whole present
day problem of distribution and marketing.

Y P '
1. Pioneer America's Acgriculturel Problems Mainly Those

of Production

During the period when our country was predominately agric-
ultuﬁﬂq gach farm produced practically everything it needed and
was in the main self-sufficing. ZIZach farmer produced'his awn
vheat and hauled it to thé local mill to be converted into flour,
bran and shorts. Likewisé, he grew and slaughteredﬂhis own neat, -
made his own butter, cheese and sugar, and guite generally pro-
vided himself with the means of subsistence. WVhatever surplus
he had, he bartered off to other local men in the nearby village
or small town for goods or cash. ,chordingly, at that time there
were practically no problems in distribution as we now know them
and few in marketing except of a local character and vwhere both

buyer and seller knew each other.

2. Development Of Industrial Life Modified Conditions

L&

The real problem of modern distribution and marketing came

later when the country began to develop industrially and where
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producer and consumer became separated by long distances. With
the development of modern facilities for trénspor%ation and com=
munication, agriculture grew away from the old self-sufficient
basis and began the’production of large surpluses of foodstuffs
for commercial pruposes. As land was both cheap and plentiful
and the prospects for prbfits good, farmers concerned themselves
largely with production and Wwere content to follow their products
only to the nearest shipping peoint or market. As a consequence
it was only natural that a class of middlemen developed who
stepped in to bridge the gap of distrivution and marketing between
the producer and the distant consumer; After'the raiiroads and
the distant markets were once established, it was inevitable
that our intricate modern.system of distribution and marketing
should follow. In fact so importani has the later pracess be=
come in comparison to’that of production that in many inétances
the cost charges for the former service almost double the cost
charges of the later.

3. Bconomic Pressure Gradually Forcing Farmers To Assume A

Larger Share In The Distribution And Marketing Of Their

OQwn Products

Within comparatively recent years, however, the economic
condition of the farmer:has been undergoing a complete change.
Free and new land has now become a thing of the past. ILand
rental has necessarily ihcreased the cost of production until

today with a low markef price for farm producé, the cost of pro=-
duction has reduced the margin of profit to vwhere the average
farmer's annual net 1abor income covering a period of yvears, is
said to be even less than $500., In the past the farme: has had

the increase in land values to fall back on. With this pros-
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gpect now taken away he has no option but to find some méthod
of getting.a larger share of the consumef's dollar in return
for his labor. Statistics show that in the ﬁnited States far-
mers have been receiving as low as.sz% for their share of the
consumer's dollar paid fof foodstuffs,

In Denmark, on the other hand, vwhere cooperative marketing
is highly developed, farmers receive as mugh as 68% for many of
their staple products, as their share of the consumer's dollar.
Naturally, therefore the farmers of America are looking toward
taking over a larger share in the process and distribution of
marketing of their own products in the hope that they}%%n in=-
crease the profits of their own business. It should be under-

tood in this connection, of course, that most farmers believe

(O

that middlemen are deriving an unduly large profit for their
share of getting foodstuffs to the consumer. In fact so estab-
lished has this idea become in the minds of mést farmers that
they commonly charge the middlemen with wasteful and dishonest
practices. As might be expected under such circumstances, the
middlemen reciprocate in their estimate of the farmers, so at
the present time considerable distruct exists between the two
. Classes, o

Within the last two decades, therefore, farmers have been
gradually entering into the first stages of distributdon and
marketing. So far their efforts have been lim;ted largely to
the formation of local community cooperatives to take the place
of the one time community private buyers of farm commodities.
According to the United States Bureau of Markets report for 1919

buying
there are now over 1400 cooperative/gnd selling agencies in the



1I., STANDARD PRINCIPLES OF CO-OPEHATION.

Inasmuch és the main emphasis of conopefation for thec
marketing bf farm pfoduéts has up to the present'time been
1aid‘6h the ‘establishment of local community co-operatiVés
perhaps it would not be out of place to enumerate & few
stendard principles of qrganizationkwhich areueqUally
applicable to. any forﬁ of éuch co;operation;'ANaturally
this first period in co-operation has been more O0r less €Xa
perimental and & testing timérfor ﬁany ideas:concerning
organization work. Accordingly the following aré the
crystallized ideas which are commohly agreed upon By most
authorities on the subjedt.

1. Successfﬁl Logal Co-operation Must be Egggfgg

Necessity. v

In going over.the state oné frequently sees =a deéd
‘coaoperatiﬁe which stands as & fitting monument to the work
of some wary professidnai promofer who has_a% somé time
come into the community and stzrted to organize the farmers
along the line of his pet form of co-operation. In all
probability he'appeéléd to the prejudices znd misconceptiohs
of the community in order to sell his idea. He had no
scruples in painting with glowing colors successes that were
. supposed to have been sttained by some other community along
this same line of endeavor. The mul@ipli&itytgf such instances
should make farmers beware of all outside professional promoters
who do not have proper credentials. It has‘been pProven So nmany
times &8s to become almost sexiomatic that an‘organization which
is founded on dire need so determined by the community itself,

eertainly has the best chznce to succeed.
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Sufficient Volume of Business st an Available

29

o b

Point is Essential.

" 7Sy~ 3

Many local co-operative organizations have started where
this essentisl was lacking and sooner or later the deficiency
proved fatal. This has been especizally ture of co-operative
creaﬁeriés. The main excuse §0r co-operation is to effect
a saviﬁg for its members on the basis of their patronage, and
if enough business cannot be assured from the beginning it is
eventually doomed:to fallure. . '

3. Should Operste on Distinctlfo-operative Principles.

There is & vital difference between the operations of &

genéral business corporation &nd & co-operative association.

The ordinary bdbusiness corporation is operated for the profit

of the persons who are financially interested in it, and the
distribution of profits is made according fo the proportion of
capital invested. The number of voées per member is also
usually based on the smount of invested capital. On the other
hand, in a truly co-operative marketing organization each member
is limited to a certain number of sheares, &8 allowed only one vote
and the returns on his investment is restricted to a fair rzte of
interest. The surplus in the earnings in such a company is
distributed in accordance with the patronage. :One of the main
safeguards of all true co-operatives is to prevent the ownership

and control of the enterprise from falling inte the hands of the

Tew,

.4~ Must Have Cavable Management.

It goes without saying that cazpable management is one of
th

€ Prime requisites for success in any sort of a business organ-

izats - , . . L s Lk
ation, Many organizations in not observing this prirciple have
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pnad disasterous experiences. It is always poor economy in a
co-operative organization to attempt to save by hiring incompetent
managerss

5. A Good Accounting System Necessary.

Yhere & good many people are members of a single organi-
sation it is especially impertant that a good businesslike set
of books be kept that are both simple and accurate. It will
asve many disputes, create confidence in the minds of the members,
znd meke it possible for the difectors to act intelligently and
with dispatch.

6. Should Have Loyal Members.

Loyzlty on the part of members, while one of the prime
essentials,is also one of the most difficult to enforee. The
aversge farmer 1is too often beguiled into taking his products
to some other concern_if he sees a chance to temporarily sgve
\ﬁ few cents especiallyrif his action is unknown to his neighbors.
Nothing is more fatal to & co-operative organizaztion than to
have its volume of business cut down owing to its'members giving
their patronzge to other concerns.

7. Membership Contrscts-.an Excellent Szfeguard.

Within the last few years in order to overcome & tendency
toward disloyalty on the part of members, mzny of the newer and
more successful co-operatives are now requiring a binding
contract whereby members are reguired to market certain products
through the\organization. Such contracts are made mors or less
"Water tight" and in the practical working out holds meiibers
together, insures = steady and consistent volume of business and
enables the managers to plan intelligently for some time shead.

8. Membership Should Preferrably be Limited to Those

Actually Engaged in the Business.

-




Of late years especizlly since considerable distrust has
grown up bvetween the producer and middleman an increasing number
~of local co-operatives are limiting their membership to those
zctuslly engaged in the business. This precaution has the
distinct. value of making it virtually impossible for competitive
outside interests to get control by bﬁying shares in & co-
operative business,or to use inside information to further

competition in the interest of their own vrivate organization.
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IV COOPERATIVE MARKETING ORGANIZATICONS IN SOUféiﬁAhQ A

0

' l:.' , .
Inasmuch as South Dakota's future as a predominately é@ﬁﬁﬁ7L

culture area, is closely tied up with the success or fa lure of

. s : - A
this present active cooperative movement ;nvolv;ng the distrip-
ution and marketing of farm products in :ﬁﬁéfiéa;.y” - it would
seem timely to consider in detail the status of the movement in
this State. Fortunately, the five commodities of l%vestock
products, grain, seeds, potatoes and wool, which are now receiv=-
ing éo mudh.attention nationaily, are our main farm products in
South Dakota. The following pages, therefore,'will contain a
brief discussion’of the cooperative organizations for marketing
each of the commodities in this State. The_discussion will in- |
clude a descri?tion of the scope of eadh'organization, its plan
of Qperétion, its advantages, limitatioﬁs and future outlook.;
Maps have been inserted in the discussion showing the location o
the various units involved.

1., Livestock Shipping Associations

AFarmers’ livestock shipping associations are one of the
newer forms of organized cooperative effort in the United States
Whilé it has been a common custom for many years for farmers to
combine their livestock in order to make a carload for shipment
to market, it is‘only since 1908 that the first shipping associ-
ation as We know it, was formed for this purpose»and was located
at iitghfield, Minnesota, The immediate success of the movement
prompﬁed similar organizatidns in.other communities until today
the number in the entire country has reached approximately 3000,

The movement is especially well developed in”zgﬁﬁ@iddle west.
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a. Scope of the movement

In this State there are now 176 cooperative shipping assoc-
iations on record. The first one was formed at Melham in 1916,
a few more in 1917 but the great majority of them have been or-
ganized since 1919. As far as can be ascertained, there are
now 17072 members or an average membership of 971to each associ-
ation. During 1920 these 176 associations shipped 8976 cars or
a average of 51 to each association. The local associations
shipped stock to three different central markets, némely, Sio ux
City, Sioux Falls and St. Paul..
b. Plan of operation

By far the majority of cooperative shipping associations
nave been started in this State under the auspices of the county
farm bureaus. The county agent has given material aid in this

) . themselyes -
work. As the farn bureauﬁ%w%omc carry on any commercial business,

- .. these shipping associations have all been organized as
independent locals,"iast year they were federated into a State
Federation and now employ a full time paid secretary to look
after their interests. The federation has als5 organized a
farmers cooperative commission company at Sioux TFalls which hand-
les most of the stock of these independent locais. In addition
to the independent associations, there are seven which have been
organized by the equity exchange and four by ‘the farmers coop-
erative and educational union. The equity exchange locals
snipped to an equity cowmission firm in St. Paul and the Farm-
ers! Union locals ship their stock to a farmers' union commiss-

ion company at Sioux City and Omaha.

In explaining the method of operation of the local shipping
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‘associations, it should e understood that the association
gseldom buy stock at all; It simply receives stock -for ship-
ment. This service is one formerly performed by the stock
buyer. The stock from the local assbziation is simply dohsigned
then t0 a commission firm at the central market_ﬁhére the com=
mission charges are deducted from the sale and the proceeds
prorated vack to the farmer owners. The local manager dargely
acts as a cierk to take. care of the routine'business and is paid
for his services either on a percentage baSis.according to the
amount of stock handled,or so much per day by the local associ-
ation. |
¢c. Advantages

Wnen asked vwhy these livestock shipping associations have
increaseé so rapidly, the feply from the members almost invari-
ably is that the priva“%tock buyers have not pald what the stock
was worth. -In defence of the private buyers however, it should
be said that they had to incur considerable expehse in solicitimm

therefore

and collecting the stock and/had to make more on the transaction
in order to insuré a profit. One of the many advantagés of the
cooperative associat ion is'that it gets its business without the
expense of soliciationi. It has been estimated that approximate-
ly from 15 to 25 cents per hundredweight was saved on all live-
stock shipped from Souﬁh Dakota last year by the cooperative
agsociations. This would amount t0 between 50 to 150 dollars
per car. If we take the lowest figure of 350 per car, we have
a saving of nearly one-half million dollars to the members of

the association, when we consider that 8976 cars were shipped

altogether.
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In acddition to the financial game which of course, is the main

opbjective, there are many others as follows:

1.

Farmers become familizr with markets and

market demands.

In this way they learn to know the market grades and class-

es and can govern their livestock production accordingiy.

2]

~ ®

They learn not to over-feed stock since over=-
feeding results in excessive loss from shrink
age, and death or injury while in transit.
iuelr time and lavor is saved in buying, col=
lecting and delivering stock for shipment

The farmer can market his stock when it is
ready without waiting for the buyer to come
after it.

During the car shortage an association of
several members can usually secure its share
of cars better than one individual can.

Any crippledstock can be disposed of at near-
ly the same price where formerly they were
docked to half price.

The farmer is educated up to higher standards
of breeding since he will see that when he
ships a good animal, he will get a corres-
pondingly good-price.

The individual farmer will receive genuine

congideration at the central market through

the volume of business done by his assoclat-

ion.
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9. The community in vhich he lives will benefi
as the result of there being a good livestock
shipping association in it.

d. Limitations

If the cooperative marketing of livestock should go no

Turther than shippin

-

through the locals, thé infliuence of the
mevement would be largely limited to the various comiumities
and the savings effected woul& simply be the profits of the loc~
al private buyers. Some control must be had of the central
markets 1f the farmer is t0 receive enough for his livestock.
¥hile something has been done along this line, it nas not been
conserted enough to get to the heart of the provlem.

e, TIuture outlook

At the present time a national committee of fifteen is at
work trying to devise ways and means of improving the whole
probdm of marketing livestock cooperatively, This committee
wWaile appointed by the President of the American Farm Bureau
Federation, has in its membership representatives from all of
the main farmers' organizations of the country which are doing
work with livestock marketing. Waile the committee's report
has not been made as yet, it is probably that the main recom=-
mendation will be to establish farmers! commission firms at all
of the central markets which will receive consignments from all
local cooperative shipping associations on the same basis no
matter under what auspices they have been organized. It is
also provable that they will recommend leaving the local associ-

ations as we now have them as the basis for the new plan. It
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is to be hoped that something will also be done pertaining to
better relationship with the packers, railway 'transportation
and with sanitary laws and practices.

2. Cooperative Creameries And Cheese Factories

a. Scope of thé movement

While the State of South Dakota has an annual dbutterfat
production sufficient to makeAthifty million pounds of butter
eadh’year; according to the lates%&%ﬁiy 58% of the total output
was handled by cooperative creameries during 1919. This is
owing to the fact that ih many communities the volume of dairy
products produced is not sufficient or else is not produced in
a sufficiently concentrated area to warrant the building and
maintenance of a local creamery. The report of the dairy expert
for 1919 shows that only 23 of the individual and stock owned
ﬁlants or . cooperative creameries shipped in cream ffom outside
their local territory. As a conseguence, only a little over
half of the butterfat was manufactured into dairy products here,

~the balance heing shipped out of the state, Despite this fact

the valuecof South Dakota's dalry products for 1919 wag 29,

302,256.00., This was an increase of 84% during the past ten
vears. These figures should further indicate that dairying is
fast becoming one of *the main iadustries of the state.

Out of 80 creameries approximateky'half are owned by onri-
vaté campaniesvand the other half are cooperative. There are
only two cheese factories in the state, both being cooperative.
One of the interesting facts connected with the dairy industry

“in South Dakota is that during 1920, 39 ice cream factories and

creameries manufactured nearly one million gallons of ice cream
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b. Plan of operation

The opexation of a cooperative creamery or cheese factory
is simple the members take out shares in the association, each
member bteing limited to a certain amount . Out of the earnings
of the company, he will receive simply a standard rate of inter-
est wnhis capital invested and the balance of the net earnings
are prorated as patronage dividends.

The butter or other dairy products manufactured by the local
creanmeries are usually sold tc jobbers or vwholesalers in the
central markets where it passes through the hands of several
other middlemen before finally reaching the consumer.

¢, Advantages

Naturaliy the greatest advantage in cooperétive creameries
nas been the financial gain to the farmer in receiving a higher
price for his dairy products. ‘However, one of the otner far
reaching results is that the vest dairy stock, and some 0f the

territory
mosts progressive farmers in the state are developel.in the /-
tributary to cooperative creameries.
d. Limitations

Wh

|

le farmers are well repaid for maintaining their local
cooperative creameries there are several other large problems of
marketing, such as pertain to transportation, market stabiliz-
ation, etc., that can never ve solved until reached through the
central markets. In order to do this, it will e necessary to
form some kind of a national federation to control the situation
much the same as is being done with regard to grain and livestod
commodities.

e. Future outlook

At the present time a committee of eleven members is being
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apoointed by President Howard of the American Farm Bureau Feder-

etion to make recommendations toward a national scheame of marke®
ing dairy oroducts. It is too early as yet to predict just vhat
their recommendations will include, It will probvabvly be some

iy

six or eignt onths before these recommendations will bve ready.

3. Cooperative Breeders' Associations and Sales Pavilions
;

¥hile we do not definitely think of a breeders' asscciation
~r sales pavilion company as being a cooperative marketing or-

) . i should )
ganization, the selling of purebred stock/rightfully e class-
ified as such in South Dakota. These associations form one of
the most successful wentures in rural cooperation.

a. Scope of the movement

The first public cooperative b reed association and sales
navilion company to be formed in South Dakota was at Mitchell
in 1904, =  After the formation of the stete association of
breeders, the state legislature apﬁropriated $10,000 toward the
constructicn of a pavilion. The number of sales held in this
ravilion nave increased each year since that time until last
year, wheﬁ 17 sales were held.

The influence of this association and pavilion has spread
over the state until at the present time there are 25 community
sales pavilions and 37 breeders! 'associations in the state.

. Han of operation

The community or county breed associations in the past have

been made.up of the purebred livestock “breeders of various kinds
organizaticns .

of animals in that section. These/Were often called combination

breed associations. Of late years, nowever, as the numberlof

breeders have increased, they have split up into separate breed

assocliations, &©xcept for the cooperative sales which are put on
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during the'year, most of the meetings which are held are pure-
ly educational in nature. As a usual thing one sales pavilion
suffices for the who%g community‘and is used both by the diff-
erent breed associations in the community and such individual
breeders as may wish to put on sales. It is not uncommon in
some of the South Dakota commmunities to have from 15 to 25
purevred sales in one year. Ordinarily the breed association
is organized separately from the sales pavilion company. The
treed association has annual membership dues for its maintenance.
The sales pavilion, however, is usually built through the sale
of shares of stock. The earnings of the pavilion are then
prorated on the basis of capital invested rather than through
natronage dividends. In most cases the sales pavilidén company
charges either the bréed association or the individual putting
on a sale so much per day or a given crarge for each animal run
through the ring.
c. Advantages

The advantages of a breed association and sales pavilion
in a community are many. Among them are the following:
1. It raises the standard of livestock in a

community.

A home interest is created.

03

3. It leads t0 better control and management of
livestock in the community. In short it de-
velops &a definite policy in breeding.

4., It leads toward community breed centers.

5. Develops community interest.

6. Stimulates prices for exchange in breeding

stock.
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7. Promotes confidence between breeders.
8. Te small breeder receives his share of
recognition.
9., The owerhead expense of each
members nerd is reduced.
10.It often times brings local fame 10 a community
11. Through club work, which is one of its by=-
vroducty, it encourages the interest of young
people in good stock,
e. Limitations
Owing to the nature of these comaunity breed associations
and sales pavilions, there are very few limitations. As the
work becomes older, the best offering of the good herds of the
State are often times saved for state or district sales. DPer-
haps one limitation in the breed sdes which come as a result of
thhe community breed association and sales pavilion, is in cer-
tain adverse fesults on new beginners in the purebred Tusiness.
any peop.e lose their head in buying purebred livestock at a
sale, while if nurchasing for foundation stock by private ﬁreaty
they would use more mature judgment. Thus.through the glib
tongue of certain unscrupulous auvcticneers, purebred culls are
so0ld at inflated prices to people who have not taken the time
to investigate the work of pedigrees.
e. TFuture outlook ®
Wnile at present the average price of purebred animals
seems to be pretty low in comparison to the fabulously high
prices of the past two or three years, the purebred business
is probably on a good basis for the future. There is no doubt

that prices have been t00 high and poor ideals established by
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certain breeders in the past wno have tried to commercialize
the business. The reversal in prices will probadbly go a long
way t0 correct this difficulty and induce breeders tc work for
guality and a higher standard.

4, Cooperative Grain Elevators

a. Scope of the movement

Cooperative elevators are one of the oldest and most succ-
essful forms of rural gooperation in the entire country. There
are now on record over 4000 of these elevators and approximately
415 of these are located in South Dakota. The greater majority
of these 415 elevators are independent cooperctive elevators
which aremembers of a state-wide federation known as the State
Grain Dealers' Assoclaticn. In addition to the independent co-

™

overative elevators there are 59 which are classified as BEquity

e

ixchange elevators, 25 of the Fafmers' Union, 9 of the Equity
Union and one formed by a Rochdale Company.
. Plan of operaticn

There seem 10 be two distinct forms of farmers elevatoré
in this State, namely, joint stock companies and cooperative
associations incorporated under our South Dakota cooperation
law. Both forms are operated under the usual plan for that kind
of an organizaticn. The stock companies prorate their net
earnings on the basis of capital stock invested, while the
truly cooperative elevator simply‘;aya'standard rate of interest

are :

-on capital stock and the valance of the net earningafbrorated
then according to patronage dividends. In the past most of
these elevators have not pooled their grain but simply beought it

direct from their members paying the current prices for the day.
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Many of the cooperaﬁivé élevators-have_obsérved the same pract-
ices as private‘buyers with reference to hedging, speculation,
etc. Iost of the grain in;Souﬁh Dakota is shipped to some one
of the central markets at Minneapolis and 3t. Paul, Siocux City
and Sioux Falls? although some goes direct to Chicago.
Co Advantages

The presence of over 400 cooperative elevators in a state
with the size and po?ulation of South Dakota is perhaps the
hest evidence of their being considered a financial success.

a member of a : _ .y
In most instances / = cooperative elevatorshas probably succeedel
in netting anyvhere from two to six or 'seven cents per bushei
‘for his grain than he would»have received from a private buyer.
Considering the amouht of grain shipped out of South Dakota,
this, of course, would aggregrate a tremendous amount of money
to the cooperative elevator members. As a usual thing, even
though apparently, the cooperative elevator in a giveﬁ community
doesnot pay a higher price for grain brought in than the private
elevator, its presence as a competing agency has succeeded in
keeping the price up to standard and is *;e constant assurance
of honest grading. This fact shduld never be overlooked in all
forms of cooperative organizations where it ié competing with
private businéss in a community. While usually not credited,
this advantage is perhaps one of the outstanding onesrthat cén
honestly be attributed to cooperative effort.
d. Limitations |

Despite the fact that there seem to be very definite advant-

ages in having local cooperative elevators, the influence that

L4

they have had on the central grain marketing has probably been

very limited. These elevators have not been federated to vhere
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they have much weight with ‘he Dboards of trade, exporting agen-
cies and other central grain marketing medhinery. The local
cooperatives have also lacked the facilities for storing grain
so in most instances they haVe had to sell in the fall, thereby
clutting the market. It is estimated that 750 of the entire
wheat crop is usually marxeted within a four months period.

It is then up to the terinal eievators which are mostly nrivate
ccncerns to store the grain or hiold until {the millers are ready

to handle it. Thisg, of course, weans that these same agencies
must make arrangements tc finance the wheat crop as well,as the
farmer producers anc local elevators have largely shifted the
responsibility of handling the grain after it has left their
control in the fall. It is only natural thot large margins of
profit heve been made on wheat before the time vhen the consam-
er gets arcund to use it. All through thiis sustem whichh ohas
veen established the market is usually glutted during the four
months period wvhen it is being shipped and the price is forced

-

down. The grain marketing machinery, therefore, has an opport-

unity to buy grain when it is cdieap and by feeding it on the
market gradually, manage to get é;ggﬁce throusnout the season .
This, of course, is simply good  Lusiness on their part but has
grectly incensed the fafmer now when prices are down so0 low.
e. Future outlook
Within the last year very definite means have been taken

through the efforts of several of the larger farm organizations
to solve this nroblem of vwheat marketing by a national cooperat-

ive effort. A cormittee of seventeen was appointed under the

auspices of the American Farm Bureau Federation. The membershi-
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of the committee consisted of a representative of every importart
farm agency having anything toc do with the marketing of grain.:
This committee made its report this spring and on April 6th a
national plan was ratified by the various farm organizations.
In brief the plan provides for the incorporation of a hugh co=
operétiws agency known as the United States Grain Growers
Incorporated. Its headguarters will be at Chicago, Ill. It
aims in general to stabilize market ﬁrices, to eliminate specu=~
lation and manipulation of markets and to0 furnish adeguate fin-

ancial credit to fmrmers. It provides for an export corporation,

»

Pl

a terminal warehouse corporation, a financial corporation for
service departments to loock after the firmers' interest ahd octher
subsidiary departments . The membership is limited exolusively
to bona fide growers of grain who have an agreement with the loo-
al cooperative t0o handle their grain for them. These local
cooperatives in turn will have a contract with the grain gr&wers
corporation whereby all of the grain will be marketed through
the later. The contract provides that the grain will be sold
either on a sales or pool basis. It is thopght that when the
corporaticn is thoroughly established that it will revolutionize
the grain marketing system of this country.

A somevhat similar plan has been worked out by Canada and
operates most successfully. Another very similar analogy is the
California TFruit Exchange of California. The provlem of vwheat
marketing, however, is not so simple as the commodity is grown
throughdtut the entire area rather than over a restiricted ares
and must be marketed in competition with wheat grown thoughout

the entire world. In passing, however, it may be safely said

that the experience in grain marketing is the most monentous
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thing ever attempted oy the American farmer and if it proves =a
success will doubtless pave the way for a more successful mar-
seting of all farm products.

5. Grain And Grass Beed Associations

. 2. Scope ¢f the movement
S0 far the cogperative icdes in raising and selling purevred

grain and crass seeds has not vecome very well esteblishied.

Only two groups of assoclations in the state have done very much

along this line. The first is what is known as the South

5

Dakota Experiment Associaticn. This was started in 1914 as an

adjunct to the Agronomy £ our own State College,

zndits purpose was largely 1o dissemincte new varieties of

£ £ )

grains

and grasses Which were developed by tiris experiment station.

memversniyn ol tni ciation was made up largely of ex-studldents

asse
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itution. Ag the .ioveuent grew, however, it was only

(el
}_J
ct

of the ins

natural thot these disseminctors of ure seeds should have sur-

nluses to sell &ané would wish to commercialize the work.

Accordingly, within the lag: few yezrs the comuercial side of
) ,

the work has rather outgrown the other end. It is now wncre of

nurebred seed growvers assoclation canded together for the sale

)

Hh

of their surplus seed. Arrangements haove been zade with the
coliege wnereby thiese growers' seed is tested and inspected by
them. The findings of the college arec then uséd as a basis for
a system of seed certification macde by tie douth Dakota Ixperi-
ment association. In 1919 there were 262 nembers scattered
throughout the state representing 55 ~iffereﬁt counties. 1Mo

records have been kept of actual sales made througn the associ-

ation so it is difficult to estimate exactly how much seed has
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been sold. The other cooperative agencj for handiing grain

and grass seeds 1s the county farm bureauw associations vwho have
cooperated together by getting out a state-wide exchange list-
From the standpoint of aggregate sales, te emchange list has
probably been‘the most effective agency in the state. This
~exchange list is published mbnﬁhly and any farm bureau member of
the 20,000 now in the state may list init any seeds waich they
may either want or may have for sale.

In additiorn to this the Spink County Farm Bureau maintains
a local seed house which buys, cleans,.grades and sells seceds
Br its members. A regular warehouse is used for this purpose,
The Jones County Farm Bureau last year organized a county alfal-
fa seéd association. This is of too recent origin to enumerate
any of the results accomplished. BStanley and Hughes County
~TFarm Bureaus héve & combined alfalfa seed growers association
with a warehouse located at Pierre. Considerable seed has been
sold through this association although at the present time it is
not very active.
. Plan of opération
In all of the grain and grass seed  associations that We
have described they have been rather loosdy organized and more
or less on a voluntary basis. All of the associations have
charged an yearly mémbership fee for belonging to the associat-
ion and the manager or farm bureau secretary simply acted as a
5

clearing house or point- of contact between buyer and seller.

In both the State Experiment Association and the State Farm
Bureau Exchange list, the secretary of the former,and the couniy
agents of the later,have handled no cash whatsoever,ﬁhrough fhe

' . hC . DY T 'Y ] i ¥ br 7h
geed ligt or hw answerine indbiries they have simply brought
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buyer and seller together. This accounts for the fact that
very Lgw records are avallabe as to0 actual sales made.
c. Advantages
The advantages of the system in effect so far are tha£ they
have succeeded in stimulating considerable interest in better
and purer seeds,and functioned in a time when people have not
been ready to organize seed association on the same basis that
they have organized elevators, shipping éssociations, etc. In
other words owing to the fact that nearly every farmer raises
his own sééd,’it is doubtless if any other form of organization
could have succeeded at all. These associations also have
acted as a media for Extension workers to operate through and
establish a point of contact with groups of any size. Through
@hem considerable good has been done i¥n the way of extending
the idea of better seeds and the way has doubtless been paved
for something better in the future.
d. Limitations
The limitations of associations organized in this way;
are Obvious. Iﬁs members havé?g%ocuplishe$?gg%inite results -
. {i as are usually_effected through a regular incorporated
agssociation.
e. Future outlock
It is altogether ﬁrobable that soméime during this year 
a state~-wide alfalfa growers association will be organized on
very much the same business-~like basis as the grain and live-
stock associations. Last year the alfalfa seed growers of
South Dakota markeﬁed alfalfa seed which in the aggregaﬂe worth
amounted to practically one-half million dollars. A market

for this seed is already assured as geveral states such as
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Michigan and Wisconsin through their cooperative asscciations

ck

have agreed to take South Dakota's entire output of alfalfa
seed providing it can be certified as being up to standard.
The Grimm and Cossack varieties are most sought after.

It is possivle that sometime in the future the South
Dakota Bxperiment Aggociat ion will change its name and function
to that of a business associaticn for the sale of purebred'seeds
If this is done and a plan of operation similar to vhat I have
madé for the alfalfa growers associaticn, 1t will doubtless
succeed, It should be remembered, however, that with purebred
grain reproducing ag Tast as it is there will never be need for
a large number of growers in any one community, county O0r even
state.

6. Cooperative Potato Asgociations

a. Scope of the movement

South Dakota produced last year approximately 3000 carloads
of potatoes which were marketed commerciall y. fhe bulk of this
crop was preduced in five or six countieé in the northeastern
part of the state. The first local potato association vhich made
any consistent attempt to market the crop of ﬁhé community was
organized at Dempster three years ago. About that same time a
stee-wide South Dakaota Potato Growers Association was formed .
which functioned largely for the improvement of production but
also looked after marketing in a general way for its members.
The secretary of theaassoéiation, Yy, P. B, licCall reports that
during the past three years some 2000 cars were marketed through
the association largely to local markets in the state. During
the past year two or three otherlocals were formed in Brookings

and Coddington counties vhich marketed part of their crop throug
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the State Potato Dxchange of liinnesota. The first movement of
any importance toward marketing the Solith Dakdta Potato crop came
this spring through the organization of a state potato exchange.
Since the plan has been developed over 30 local potato associ-
ations have been formed with an average membership of 50. Al-
reédy these local associations ha#e joined the state potato ex-
change and contracted with the later t0 sell 3000 cars of
potatoes on a commission basis. The headquarters of the state
potato exdrange are at Watertown, South Dakota. There is one
other local association located at Spearfish, which is at ﬁres-
ent independent of the state potato exchangd. It is possible,
however, that they wll join the excdaange sometime this year.

b. Plan of operation -

The membership in the state potato exchange is madé up of
local associations and the membership of the local associations
is made’up of potato growers. The local asgsoclaticns have mem-
bership contracts with their members vwhereby each grower contrads
to market all of his commercial"orop through his local aséoci—
ation. The membership fee in most cases is $10.00. The
menager of the local association simply acts as a clearing house
to handle, grade and ship the growers potatoes but without buy-
ing the crop. The potatoes are consignedvto_the state potato
exchange for sale on a commiséion'basis. The net proceedé are
then prorated back to the growers. One unique feature about
the membership in the state potato exchange is that while the
initial stock that each iocal»asséciation has amounts to four
shares of $25’each, Dividends—will not e paid bn this stock
until 20 shares have been paid for.In other words the earnings

of the capital stock accumulate in the state

g

otato exchange
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until each local association has 20 shares. ,This is rather a
élever way of financing the state potatd exchange and will pro=-
-bably save it from embarassment through trying periods that
practically all cooperative organizations have 10 go‘thrdugh.
| c.' Advantéges
) The advantagesAof this systemvare, of course, in the main
~financial. However, this system;will go far toward limiting
. ' of . pptatoges N
the number of commercial varietiesfg?de, improve the quality
and standard of these varieties,will insure better grading and
handliné and will lead toward the esﬁabiishment of a definite
place on the marketizzs for a South Dakota brand of potatoes.
Squth Dakota grows an excellent potato‘but at present the best
part of our potatbes are sold under & ifinnesota brand.
| d. Limitations |
The one big limiting flactor in thé present system will be
that after the production-gf potatoes has increased in these
central states, Where there is a tendency to over-production,
.there will be rather severe competition between the different
states to market théir respective crops. This is owing to ﬁhe
‘fact that each state maintains a separate exchange at the
prgsent time. This does not effect South Dakota very much
owing.to the fact that a market can e found and most of the
potatoes within the state or else in Sioux City or upper Iowa.
e. Tuture outlook |
At ﬁhe time of forming the state exchange, there Waé
considerable agitation for trying to organize a northern middle
west exchange at Hinneapolisv Minnesota, to include Michigan, |

Wisconsin, Minnesota, North Dakota and South Dakota. This plan
. ?"

Fa) Py - . . o . . . .
fell through but as soon as the pressure of competition between
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states becomes more acute some such plan will have to e carried
out. In this wa, each state will cater to a cértain defined are
for its mark8t. . Owing to the bulkness of potatoes and the
fact that they are more or less perishable, there is not guite
the same need for having one central national control as there
is in suci products as vheat, butter, etc., that can be trans-

vorted long distances without a great deal of extra cost.

7. Wool Associations

a. Scope of the movenent

The first cooperative wool pool or associlation formed in

South Dakota was in Spink County in 1617. The county agent

there at that time attempted to assist nis farmers in selling

-

their wool by a county pooling system instecd of the 0ld method

Hy

cf each farmer selling individually to nrivate wool buyer . The
idea worked out quite well, 1the advantages being}€ at farmers
could sell any grade, could combine their wool clips intco
carload lots,and could effect competition by bringing several
vuyers together at one place to pid cn the entire pocl, In

fact the idea worked s0 well that in 1¢18 and 1919, the major-
ity of wool producing counties of the state adopted the plan.
One thing that helped fhe county wool nool system curing those
vears was that prices were high owing to war conditidns and the
government assumed c«nsider;ble recponsibility for selling the
wool at the central markeis.

By the spring of 1920, however, the private buyers had a-

pevr <,

[

ntly formed a combination,tacitly agreeing among themselves

not to compete angainst each other in vidding on the ccunty wol

pools. Accordingly, the sheep men of the state,through the help
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of the county farm bureaus and the Extension Service, formed
o state-wide organization known as the South Dakota Sheep and
Wool Producers! Association, There'%ﬂé 1435 wool growers which
joined the association and agreed to form a state pool through
the ¥aticnal Wool Warehouse at Chicago on a commission basis.
There were 1,276,185 pounds éf wool marketed through this state
pool or approﬁimately one=-fourth of the total amount of wool
produced in the state.
b, Plan of operation

Thé plan for handling the wool locally was effected largely
through the county farm bureaus and the county agricultural‘
agents who assisted their respective farmers in assembling wool
at the various community shipping points Within the county. It
was ﬁhen‘consigned direct to the ﬁatibnal Wool Warehouse at
Chicago in the name of the South Dakota Sheép and Wool Producers
Association. The Chicago Wardiouse paid the freight charges
at the receiving peint, and graded, cleaned, insured and stored
the wool until buyers could te found for it. Owing to the glut
on the market of having a surplus of wooi for the past two years,
the market this year has been very poor although at the present
time approximately one-half of the South Dakota consignment has
~been sol@Mhile it has cost each wool grower appnroximately 6 cents
per pound for handling his product after it left the shipping
point of origin, still it has netted him on an average from 2 to
5 cents per pouhdbmore than he would have received locally. If

should also bte added that the farmers who refused to consign

through this state wool pool,have most of their wool on their

hands at this time stored somewhere in their farm buildings
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as  there has heen no home market at all for the wool.
c. Advantages
The great advantage of the pooling system over the old
srivate tuyers! system is that by selling the wool in bulk the
cost of haddling . is . greatly reduced. This is made pogsi-
ble through the fact that the wool is sold without soliciation
the

on our part of the buyer,and is shipped in quantites so the
transportation charges are greatly reduced. It is estimated

by the state association that the cost of handling under the
old private buyer system was apyroximately 10 cents per pound,
while under the cooperative system it has been handled for 6
cents. The greatest gaih in the long run, however, will be
that farmers wil. learn to improve the quality of wool produced
and also how to better prepare their wool for the market. In
he past South Dakota's wool has been penalized quite heavily
on the market on account of being classified as an inferior
grade of mediwa low quality. It will'.also be possible through
the state pools to regulate the supply according to the demands
ofthe market. |
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sooner or later the same difficulty will come to the state
wool pocls as was described in the state potato exchange, of
states competing with each other on the market. An attemnt is
being nade to0 solve this problem, however, by the appointment
of a national wool merketing committee simidar to that which
has veen appointed for grain, livestock and the dairy products.
In addition to t.is the Americaen TFarm Bureau Fecderation has
employed a full time secretary who is trying to coordinate the

work of the various state associations.
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g. TFuture outlook

While the national wool committee have not made their final
recommendations as yet for a national plan of marketing wool
it is expected that they will recommend the establishment of
six or eight cooperative warechouses at different central markets
‘in the United States, so that the state pools can consign to in
the same way that South Dakota consigned this year to the
National Wool Warehouse. Thus the wool market would be absol-
utely in control of the wool growers, up to the time that product
is to be sold to the woolen mills. If held together by a nat-
ional association, this ought to make possible the solution of
many other secondary provlems of transportation, standardization
grading and in better regulatioh-of supplying demand. A proper
means of financing the wol growers through a system of ware-

9

house receipts, will also te worked out.



BIBLIOGRAPHY

General
Reference : Author

Warketing. of Farm Products, L. D. Weld
Introduction to Rural Sociology Paul Vogt
Agriculturszsl Bconomics , H. C. Taylor
T™he- Third Power J. A, Bverett
Cooperation in Agriculture C. H, Powell
The Rural Problem in United States ' Horace Plunkett
Principles of Agricultural Tconomics Thomas Carver
Coopergtwve Marketing Aaron Sapiro
fhat the Farm Contributes Directly to the ’
Farmers' Living (Farmers Bul, No. 635) W. C. Funk
fooperative Orgenization Business Methods

~ (Farmers Bul., No, 178) W, H. Kerr
Cooperative Organization By-Ilaws

(Bul. No. 541) . C. B. Bassett
Cooperative Merketing (Farmers Bul., No,-1144) 0. B. Jesness
fow Farmers iay Improve their Credit through
(ooperation : C. W. Tompson
ferketing by Federations (Wis. Bul. No. 332)
(ooperation in Agriculture ' Henry Wolf
Potato lMarketing
lormercial Handling, Grading and Marketing
of.Potatoes (Farmers Bul., No, 753) C. T, Moore
Potato Growing in Minnesoia (Minn, Bul Fo. 38) A. R. Kghler
fonstitution and By-Laws of South Dakota
Potato Growers Association,
Marketing of Dairy Products

innual Report of State Dairy Bxpert for 1917-18 A. P, Ryger
mmeary of Dairy Business for 1919 A, P. Ryger
fafketing PraCulces of Wisconsin and Minnesota
(reameries _ R, C. Potts
Pobperative Creameries and Cheese Factories :
in}iMinnesota (Minn, Bul, 1686) B, D. Durand

Wool Marketing

Yool Marketing in South Dekota (Bxt. Bul. No. 34) J. C. Holmes

Marketing of Purebred Livestock

lommunity Breeding in Ohio Chas, S. Plumb.
>aleQ Pavilions as Community Builders
bulletin in preparstion) H., J. Boyts

'smmunity Breeders Associations (Ind. Bxt. Bul.83) Clarence Henry



Marketineg Through Livestock Shipping Associations

CoSperative Livestock Shipping Associations

(Farmers Bul, 718) S. W.

Wisconsin Divestock Shipping Associations
(Wis, Bul. 314) - B, H
) L. G,
D. J

Grein Marketing

The Organization of Cooperative Grain Tlevators

{Bul.. 860) T, M,
Grain Marketing Plan of the Committee of Seventeen c. H.

grain and Grass Seed Marketing

South Dakota Experiment Association Secretary's
eport for 1920

South Dakota Extension County Agent ILeader's Report
for 1919 and 1920.

L3

Doty

Hibbard,
Foster

- Davis

Mehl
Gustafsaon



	Cooperative Marketing of Farm Products in South Dakota
	Recommended Citation

	tmp.1446150334.pdf.EW_iL

