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PREFACE

WHATEVER may be ¢f worth in the following pages I here-
by dedicate to the hundreds of men and women who are
working unselfishly to build cooperative institutions in their
own communities and to those thousands of others who may
consider the practicability of building still other and greater
cooperative enterprises. I hope that the facts I have assembled
here will be of some little assistance to them in understand-
ing better the nature of the movement of which they are a
part and in making intelligent judgment as to the future
development of cooperatives in this country. Cooperative
members and officials have generously supplied me with almost
any information which I desired. It is largely through their
interest in the development of my studies and through their
assistance that the work was made possible.

While most of the work and zll of the responsibility for this
volume has been mine, valuable contributions have been made
by many persons with whom I have discussed its progress,
My growing interest in cooperative enterprise was early en-
couraged by Dr. J. Russell Smith of Columbia University.
Dr. Horace Kallen of the New School for Social Research
made suggestions as to the best approach to the general problem
and as to the particular cooperative groups which might be
selected for study. Professor Frederick C. Mills of Columbia
has kept in touch with the undertaking throughout, and I value
highly both the advice and encouragement which he has given
me, The most thoroughgoing and extensive criticisms I re-
ceived from Dr. Robert S. Lynd, also of Columbia. Dr.
Lynd criticised large parts of the manuscript page by page on
two different occasions, and offered particularly helpful sug-
gestions as to the point of reference from which the work
should be presented. Among other persons who read and’
criticised parts of the manuscript I would especially like to
mention Mr. Oscar Cooley, editor of the Cooperative Builder;
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6 PREFACE

Mr. Waldemar Niemela, manager of the Boston branch of the
Eastern Cooperative Wholesale; and Mr. Werner Regli, head
of the Accounting Bureau of the Cooperative League, Mr.
Walter Mitchell, Jr. of Dun & Bradstreet not only read over
parts of the manuscript but aided greatly by furnishing the
statistical information collected by Dun & Bradstreet on the
costs of distribution.

In the collection of factual material I was fortunate in re-
céiving the generous assistance of the Cooperative League of
the U. 8. A, and of the officials of many individual coopera-
tives, notably the United Cooperative Society of Maynard,
Massachusetts, and the Central Cooperative Wholesale of
Superior, Wisconsin, Of the numerous individuals who as-
sisted me in the field, I would like to thank in particular Miss
Alice Hekkala of Maynard, Mr. Oscar Cocley, and Mr. Lauri
Lemberg of the Finnish Daily Publishing Company of Duluth.
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CHAPTER 1
INTRODUCTION

TrE Nature oF ConsuMERsS' COOPERATION

IN the year 1844 twenty-eight factory workers with a total
capital of $140 ventured to establish their own grocery busi-
ness. From this small beginning in Rochdale, England, the
modern consumiers’ cooperative movement dates its develop-
ment. In 1939 cooperative enterprises modeled after the Roch-
dale Pioneers claimed a membership of seventy million persons
in thirty-nine different countries and transacted a2 business
amounting to several billion dollars.

The cooperative movement which has spread so widely is not
limited to consumer-owned enterprises. It includes associations
for production, for marketing, for the provision of credit, and
for numerous other purposes, Of course, cooperation of some
sort for mutual benefit is practiced continually by human be-
ings everywhere. But we are speaking of business enterprise.
What is it that makes a cooperative different from a private
business?

“ A cooperative enterprise is one which belongs to the people
who use its services, the control of which rests equally with
all the members, and the gains of which are distributed to the
members in proportion to the use which they make of its
services.” *

Effective control by the persons who use its services is the
essential requirement. Such control necessitates equal participa-
tion by all. It implies, moreover, that while services may not
be rendered at cost in the first instance, any surplus will belong
to the members for such disposition as they desire. Cooperative
societies usually require that each member must subscribe a
part of the capital of the business, a provision which is im-
portant to effective participation in control.

1 Report of the Inguiry on Coopzrative Enterprise in Europe, 1937 (Wash-
ington: United States Government Printing Office, 1937), p. 10.

i3



14 CONSUMERS' COOPERATIVES

These principles -were applied to the organization of con-
sumers’ cooperatives by the Rochdale Pioneers through es-
tablishment of the following tules which have been observed
by the movement as a whole:

1. Membership is voluntary and open to aii irrespective
of race, nationality, politics, or religion. . .
2. Each member has one vote, and only one, no matter
how many shares of stock he may own,
3. Goods are sold in the first instance, not at cost, but
at the prices prevailing in private business,
‘The reward of capital is limited to a fixed percentage.
All net earnings above this limit are the property of
the members in proportion to their patronage of the
business,

Particular consumers’ cooperatives differ somewhat in their
conscious militancy as regards the going business system.
Whether overtly or tacitly, however, they represent a challenge
to the kind of cooperation found in trade associations, farmers’
marketing cooperatives, and other forms of cooperation among
producers. Associations of producers aim not to alter the
structure of the prevailing business system, but merely to en-
large their own pecuniary rewards; while consumgers’ coopera-
tives aim at taking control of business out of the hands of
producers-for-profit, placing it on a cost basis, and returning
all savings to the consuming public.*

The cooperative method of control aims to extend the prin-
ciple of equality, now accepted in political matters in democratic
countries, to the field of economic activity. Under this system,
individual ownership of the means of production no longer de-
termines their use. The surplus assets built up by consumery’
cooperatives, in fact, become *social capital,” subject to no
individual owners and controlled equally by all the members?

2} Sidney and Beatrice Webh, The Consumers’ Cooperative Movement

{London, 1021}, p. viil

3 Eighty-three per cent of the *active cooperative investmmt'_’ in Great
Britain now falls within this category. Cooperative Enterprise in Europe,
p- 48 : y

b



INTRODULCTION 15

Capital as such is not only deprived of the power of control,
but it is also denied the privilege of unlimited reward after
costs of production have been paid. Profits, as usually under-
stood, are returned to the consumer, One might say that con-
sumers’ cooperation took as its premise the orthodox economic
doctrine that value is determined jointly by costs of produc-
tion and consumer demand, concluding therefrom that any ex-
cess of value over the costs of production is created by the
consumer and ought to be returned to him. The refunds re-
turned to consumers are sometimes called “ overcharges.” The
“ overcharges ” may include not only profit but elements of
waste or inefficiency which the cooperatives succeed in elimi-
nating. The refunds to the consumer obviously provide him
incentive to develop and support cooperative enterprise. The
economy at large may also benefit, not only from the greater
equality in income brought about directly by the return of over-
charges, but by the check on prices to consumers in general
and the stimulus to progressive improvement in service, Where
prices for certain products are lowered throughout the entire
economy by cooperatives’ influence, as they apparently have
been in some European countries,* then a segment of income
which would have gone into the pockets of the relatively well-
to-do is transferred to the population at large, and the beneficial
effects of cooperative operation are mmuitiplied.

THE Issue Posep ForR AMERICAN BUSINEss BY
CoNSUMERS" COUPERATION

The ultimate source of revenue of every business is, of
course, the consumer, and the consumer has always been in
theory lord of the economic system, The business man, never-
theless, has found his market more closely resembling a flock
of sheep than a pack of lions, As consumers Americans have

4 For accounts of such cases, based principally on cooperative scurces, see
the report om the Swedish cooperatives in Marquis Childs, Swwedes lhe
Middle Way {(New Haven: 1936} ; also Cooperative Enterprise in Europe,
chapter VII
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seldom exerted any conscious influence on business in any di-
rection. They have instead turned to their local government or
to Washington to stem monopolies and other business abuses
—with but limited success. Through consumers’ cooperation,
on the other hand, the direction of consumers dollars may be-
come both conscious and effective.

It can not be doubted that business for the sake of profit
and only incidentally for use has nourished many a distortion
of economic activity from the direction of genuine need It
may event be argued that this substitution of a secondary -
centive for the primary one is at the root of our recurrent
economic blight. Therefore, the implications of the develop-
ment of business enterprise on the basis of the use-incentive
and not on that of profit, are extremely wide. If, as is indicated
by cooperative growth in Britain and Scandinavia, consumers
can go into manufacturing, banking, and insurance, as well as
into the retailing of goods, the effects of consumer enterprise
may conceivably be far-reaching.

During the past one hundred years all parts of our economic
system have become highly specialized. A century ago three-
quarters of the American people lived on farms where they
produced most of the things they consumed. Today, on the
contrary, the great majority live in towns and cities and are
occupied with only a minute part of the production or dis-
tribution of perhaps a single commodity. For their work they
are paid in money, and they buy practically all the goods they
secure. In the South even farmers supply less than one-fifth
of their own wants.®

The development of machines has played an important part
in this transition. A steadily increasing proportion of goods
have come to be manufactured or processed by machinery.
Maoreover, this use of machinery has saddled producers with
overhead costs which continue undiminished whether large or
small amounts of products are sold. To cover these costs pro-

5 The National Emergency Council, Repori on Economic Cosditions of
the South {Washingtont: 1938}, p. 47.
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ducers have naturally been anxious to keep sales at a high level.
Besides, new and better machines have been introduced which
would produce larger quantities of goods; yet these machines
would lead not to profits but to losses unless the additional
products could be sold.

Confronted by the need to capture and hold an ever wider
market, manufacturers have resorted to a variety of devices;
private brandings, to take z commodity out of direct price
competition; advertising, to endow it with unique and often
esoteric imputed qualities ; fancy packaging, and a host of other
merchandising dodges. Selling has become a “ game” domi-
nated on the one hand by the technology-dictated necessity to
capture volume sales and on the other by such now familiar
slogans as “ making ’em buy * and * turning people into gold.”
Under a system of private enterprise in production, the tend-
ency has been to accept the creation and capture of the market
as the crucial activity. Industry has fought industry (cf. the
“ Reach for a Lucky instead of a sweet” campaign) in what
President Hoover called “ the ever-widening arena of strife
for the consumer’s dollar.” : '

The demands of consumers—even their habits—have come
to be influenced by advertising and other pressures by pro-
ducers to secure the sale of their merchandise, People have
been stimulated to buy things to be stylish or “ up-to-date,”
to have the samne things as the good-looking men and women
on the magazine pages, to keep up with their neighbors. Much
of our culture has been commercialized.

Machines and other inventions have also brought forth all
sorts of new materials, new products, and new ways of making
cld products. We live in a world of plastics and synthetics
stemming from the laboratory. Because of their great variety
and the complexity of their fabrication, it is impossible for the
ordinary person to judge the quality of most of the goods he
buys. Many persons go on the assumption that “you get
what you pay for,” and prefer those articles which are higher
in price. Unfortunately, there is often little or no relationship
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between quality and price; * following this policy causes con-
sumers unnecessarily large expenditures. Producers, however,
who frequently set the prices of such commodities in their own
offices, are not interested primarily in informing consumers,
but in “ selling * them at as high a price as possible.

Competitive pressure by producers to market their outputs
together with the competition of distributors, whatever its other
effects, has bred wastes in the distributive process. That adver-
tising which is competitive increases the selling costs of manu-
facturers. Wholesalers and retailers must stock competing
brands of many articles merely to satisfy the demands created
by competitive advertising. Retailing costs are raised by the
excessive number of retail establishments, duplication of which
has been encouraged by producers and wholesale distributors,
each of whom has hoped thereby to increase the volume of his
own sales. At the same time, the number of small outlets in-
creases the expenses incurred for distribution by the whole-
salers and manufacturers.

The wastes and abuses of distribution have probably been
kept from the notice of the consumer by the steady decline in
the costs of production. For the average dollar’s worth of goods
sold at retail in 1929, only 41 cents represented expenditure on
production. Transportation and distribution, on the other hand,
cost §g cents. Thus, it may be said that it now costs considerably
more, on the average, to distribute goods than it does to make
them, Physical transportation represents only a minor part of
the cost of distribution. Of the consumer’s dollar in 1g2g less
than 14 cents was paid for transportation. Approximately 3o
cents was paid for distribution by wholesalers and retailers,
and another 14 cents for the distributive costs of manufac-
turers,”

6 For examples see Willard L. Thorp and others, Economic Problems in
a Changing World (New York: 1939), pp. 61-62; also Consumers” Usion
Reporis {New York: 1936-), passim,

% Does Disinibution Cost Too Muck? (New York: The Twenticth Century
Fund, 1039}, pp. 116-19.
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1f the only purpose of distribution were to have goods avail-
able for those who wished to purchase them, most of the
problems of excessive cost and waste would not exist. Accord-
ing to the Twentieth Century Fund study:

. . . Distribution, as we know it today—whether it “ should ” do
so or not—does undertake to create demand, to mold it and to
attach it to brands and dealers. Because distribution is not dis-
tribution in the narrow sense, because it is so largely devoted to
influencing demand and because the art of influencing demand has
developed so rapidly during the last half century distribution has
had to shoulder more expense than it otherwise would., Probably
there has been as much discovery, as much change, as much
innovation in the field of distribution as in production. . .. But
most of the ingenuity has been expended to a different end. In-
asmuch as it has proved possible to influence and control consumer
choice it has oiten been profitable to spend money in creating
demand by advertising and promotion rather than through the
reduction of prices.

The consumer himself can properly be charged with a part of
the responsibility for the higher distribution costs which have re-
sulted from competition for his favor. The buyer expects—or
has been led to expect—from the distributor 2 multitude of privi-
leges and services which cannot be dispensed with until the buyer’s
attitude itself has been changed.

To say that consumers expect and demand increased services
from distributors, however, is not the same thing as saying that
the consumer is responsible for the higher costs they involve. To
a very large extent the consumer expects more because he has
been led by modern advertising and promotional efforts to expect
more. He is the victim as well as the beneficiary of modern
merchandising.

‘Moreover, not all of the higher costs of distribution result
from increased services. A large part of what is paid for modemn
distribution goes for selling expense, for educating the consumer,
for inducing him to buy one product instead of another, or some-
times for encouraging him to buy something which on sober
second thought he decides he did not want to buy in the first place.
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All of these—as well as the very real services offered by distri-
butors—are reflected in the costs of distribution.® '

A reduction in costs, resulting in an . addition to the real
ptirchasing power of consumers, might have a tonic effect upon
the entire business system. The question may be raised; Can
distribution costs be reduced effectively as long as business is
dominated, not by the spontaneous demands of the consuming
public, but by the needs of enterprisers to sell goods? The
abuses of distribution seem to arise not so much out of monop-
olistic control as out of uncontrolled and wasteful competition.
Distributors are aware of these ‘wastes, but they are unable
individually to correct them.

The solution promised by consumers’ cooperation is to base
the organization of business not on the motive of profit to
the producer, but on that of service to the consumer, Suppose
that goods were produced fo the order of consumers. Then,
presumably, there would be no use for high-pressure methods
to sell consumers unwanted or wastefu! articles: the creation
of demand would be left to other agencies than the business
system. It is conceivable that goods would then be made to
definite specifications or standards of quality on the basis of
which consumers might judge their prices and make their
choice. If business were controlled by the consumers, such ad-
vertising as was competitive. would be unnecessary. There
would be no need for distributors to carry alternative brands
of the same article unless they were genuine differences in
quahty or design. Expenses of operation of wholesalers and
retailers could be reduced, inasmuch as business could eco-
nomically be concentrated in a smaller number of establish-
ments. “ Selling ™ activities, as distinct from filling existing
demands, would be eliminated.

8 0p. cit, pp. 203, 33540
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COOPERATION AND PsYCHOLOGICAL ATTITUDES

Economic institutions provide an important framework for
human activities; they set up psychological attitudes which
often permeate all human relationships and mold social and
political institutions in their own fashion. How does coopera-
tive organization differ from organization founded on a profit
incentive in this respect?

Consumers’ cooperation, it should be noted, calls for volun-
tary action by individuals, and not action on the basis of seli-
interest alone, but 2 joint undertaking with other individuals
for mutual advantage. It is a method of self-help, yet self-help
in cooperation with others. It thus provides a constructive
social outlet for individual initiative, In some cases the coop-
erative serves as a kind of community center where people join
in récreation and where they learn to work out social problems
together. It performs a function in this respect which the com-
petitive individualism of American life tends to slight, And,
in its emphasis on the voluntary, cooperative aspects of human
activity this form of association is likely to strengthen other
democratic institutions, B

At the same time consumers’ cooperatives ask no tolerance
on the grounds of inferior efficiency. They compete openly
with other forms of enterprise and leave consumers free to
support others if they so choose. It is only when greater econ-
onty is to be achieved by cooperative effort that such an enter-
prise is established and only if that economy is achieved that
cooperatives grow.

TEE GrowTH oF COOPERATIVES ABROAD

That many cooperatives have beeni able to compete on better
than even terms with private forms of enterprise is demon-
strated by the widespread growth of the movement. The In-
ternational Cooperative Alliance reported member associations
in thirty-nine countries in 1939, to the number of 108,000
local cooperatives. These local associations had seventy million
individual members,
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In Great Britain alone more than 8 million persons held
membership in consumers’ cooperatives, and the cooperative
stores transacted a business exceeding 134 billion dollars, some
ten per cent of all retail distribution. One-third of the popula-
tion of the Scandinavian countries belonged to cooperatives.
In Finland the cooperatives handled not less than one-fourth of
the total retail trade of the country. Cooperatives in other
countries of Europe also embraced substantial segments of the
populations and of the retail trade.

European cooperatives have not only entered nearly every
line of retail trade. They have also set up factories to make
many of their own goods. They have established their own
banks, insurance companies, housing developments, even
funeral associations, English and Scottish cooperators have
their own steamships, and their own tea plantations on the
other side of the globe.

. ConsumMERS' COOPERATIVES IN THE UNITED STATES

The development of cooperatives in the United States, as in
other regions of relatively recent development, has so far been
much more limited than in the countries of the Old World.
Nevertheless, recurrent waves of interest in cooperation have
continually appeared in this country. Many cooperatives were
set up in New England as early as the 1840’s. Early labor or-
ganizations such as the Sovereigns of Industry and the
Knights of Labor sponsored the formation of cooperatives in
the years following the Civil War, and many others were
established by farmers under the leadership of the Grange.
Most of these undertakings were of short life, however; few
were familiar with the Rochdale principles. Stronger and
better organized cooperatives were launched in the early years
of the twentieth century by groups of immigrants from many
parts of Europe, profiting no doubt from their cooperative
experience in their former countries. The World War period
and the years immediately following, with rapid increase in
prices, gave a perceptible impetus to the movement; immigrant
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groups, labor unions, and farmers organized hundreds of new
associations, The period of rising prices, however, was suc-
ceeded by an economic crisis and price collapse in 1921 and
1922, and then by several years during which retail prices were
still declining, A large proportion of the newly-formed coop-
eratives met business failure, Although many others weathered
the storm and grew both in membership and in influence,
public interest in the movement waned.

Developments in the 1930’s again sharpened the economic
problems of the population, and many people again turned to
consumers’ cooperation as a means of attacking these problems,
Existing cooperatives grew in size and new ones were started,
especially among farmers. Gasoline cooperatives, organized in
great numbers by Midwestern farmers, began to appear in
cities among working-class groups, and many small grocery
cooperatives were initiated by white-collar, professional people.
The movement in America not only attained greater size than
before, but displayed greater unity and integration with the
establishment of regional wholesale organizations and educa-
tional agencies. . A

On the basis of a survey made in 1936 the United States
Bureau of Labor Statistics estimated that there were thea 3600
cooperative retail associations in the country, with a total mem-
bership of 677,750 and total sales of $182,685,000. About one-
half of these local cooperatives were in turn members of
twenty regional wholesale associations through which they
made part of their purchases, Sales of the cooperative whole-
sales were more than $40,000,000. Nearly one-half of the re-
tail cooperatives and five of the twenty wholesales had been
established since 1929.°

$In addition to these retail distributive associations, the Bureau listed
§000 cooperative telephone associations and 3ag cooperative service asso-
ciations of various types, which together had 485,000 members. Credit unions
and many insurance associations might also be included with consumers'
cooperatives, insofar as they apply the cooperative principles.

Florence E. Parker, Consumers’ Cooperation in the United Stales, 1936,
Bureau of Labor Statistics, Bulletin No. 65p (Washington: 1939}, pp. 67.
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Some 1400 additional associations purchasing supplies for
farmers on a cooperative basis were found by the Farm
Credit Administration in another survey for 1936. These farm
supply associations had more than 500,000 members and did
$200,000,000 worth of business.?®

Nevertheless, when comparison is made of the sales of these
cooperatives, amounting to less than half a billion dollars, with
the total of some $38 billion for all retail establishments in
the United States in the same period, it is seen that the co-
operatives still represented but a very small segment of the
national economy.

Tae Nature or THis StUuDy

Two major questions will occur to readers of this chapter:
Are the advantages suggested for consumers’ cooperation
actually demonstrated in the experience of American coopera-
tives? And, supposing that the development of consumers’
cooperatives would be advantageous, the crucial problem poses
itself, will cooperative business grow in the United States?
These questions seem to be of paramount importance in judg-
ing the significance of consumers’ cooperation in this country.

It is possible to speculate as to the significance of coopera-
tives to the United States—and much useful speculation on
the subject has appeared in print in recent years. A judgment
based on factual studies of the movement, on the other hand,
has scarcely been possible, for few careful studies of American
cooperatives have ever been published. Such a judgment must
wait until analysis has been made of the various sectors of
consutners’ cooperation in the United States.

There are presented in Parts I and II of this volume two
separate case studies of consumers’ cooperatives which have
developed successfully in the United States. Such generaliza-
tions as it seemed possible to make from the experience of these
cooperatives are contained in the third and concluding part of

10 “Agricultural’ Purchasing Cooperatives in 1036" in the Moniily Labor
Reviewy {June, 1939), Val. 48, pp. 1326-7
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the volume. This work does not pretend to offer any definitive
answer as to the future of cooperatives in this country. Never-
theless, it may provide useful information for an important
part of the American cooperative movement.

It may be well to point out that this study has not concerned
itself with a general analysis of the economic problems faced
by the consumer, Nor has it undertaken to discuss the structure
of the present system of distribution or the changes occurring
throughout this system. It has instead dealt with one particular
form of organization adopted by consumers to solve some of
their economic problems—namely, consumers’ cooperation.

The writer did not believe that cooperative enterprises could
be examined from an economic point of view alone. Incentives
which are not economic in nature play an important part in the
formation and operation of cooperatives. An attempt was made,
therefore, to study the experience of the cooperatives in rela-
tion to their entire social and economic environment. Starting
with a consideration of the socic-economic situation out of
which the cooperatives arose, the writer endeavored to deter-
mine the causes for their growth, the principal factors in their
success and the problems which set limits to that success. In
addition, he undertock to appraise their economic accomplish-
ments and to observe to what extent consumers’ cooperation
succeeded in meeting the economic problems of the members,

The cooperatives selected for study can hardly be called
typical of American cooperatives in general. The movement in
America, indeed, is marked by a variety of business enterprises
undertaken by consumers and by great diversity of membership.

The majority of the cooperative business already flourishing
in this country is transacted by agricultural groups, especially
those sponsored by the major farmer membership organiza-
tions. These concentrate most of their attention on the purchase
of supplies needed for farm production. They do not lend
themselves readily to expansion among urban consumers. The
cooperative oil associations which have spread so rapidly among
farmers in the Mississippi Valley states may come to embrace
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city consumers as weli through the latters’ purchases of auto-
motive needs, but they have only begun to reach city popula-
tions within the past five or six years,'*

Among the industrial or urban cooperatives, such as form
the major part of the European movement, the most prominent
enterprises may be said to fall into two different groups—
those organized by immigrants of various nationalities over a
period of forty years and those formed by white-collar Ameri-
cans since 1930. A large number of urban associations sprang
into existence in the years 1934-37, nearly all of them strictly
American in membership; many of them have shown a steady
growth. Nevertheless, it is worth noting that relatively few co-
operatives organized by native Americans or by mixed-na-
tionality groups existed in American cities at the beginning
of the 1930’s. There were, on the other hand, cooperatives
started by Slovenians in Chicago, by Bohemian miners in Ohio,
Italians in the East, and Scandinavians in the North Central
States, and others founded by Finnish groups in the East, in
the Middle West, and on the Pacific Coast,

11 These farmer cooperatives should, it seems to the writer, be considered
a section of the consumers' cooperative movement, As respects democracy of
control, return of the overcharge to the consumer, and production for ase
instead of profit, a farmer group may be just as significant as a city co-
operative, even though the farm organization buys solely goods for use in
farm production.

On the other hand, the extent to which they will make common cause
with the wrban consumer and prove an active force for the expansion of
consumer organization in the city varies with the kind of goods they handle
and the leadership by which they are puided. Thus, the farmer may buy
gasoline for his pleasure automobile or for his truck or tractor. In either
case, provided he establishes a gasoline service station in the town, from
which to secure his supply, the town carpenter or schoolteacher will be
able to buy gasoline for his car from the same station and so participate
in the farmer’s cooperative.

As a matter of fact, a very large part of the purchasing by farmers on a
cooperative basis is done with the aid and spoasorship of the Farm Bureau,
the Farmers’ Union, or some other farm membership organization These
are in some degree both political and class organizations, They were
frequently initiated, moreover, to help market the facmers” products, and
are strongly influenced by the producer point of view,
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QOf the urban societies in existence as late as 1932, the
Finnish-American societies were the most important group.
They constituted during the 1920’s nearly one-half of all the
cooperatives affiliated with the Cooperative League of the
U. S. A. The two largest cooperative store associations in the
United States are those at Cloguet, Minnesota, and Waukegan,
Iitinois, started by Finns. The largest store cooperative in the
East is the United Cooperative Society founded by Finns at
Maynard, Massachusetts. The Finnish cooperatives affiliated
with the Central Cooperative Whalesale at Superior, Wisconsin,
have built the strongest federation of cooperative stores in the
country.

The writer has undertaken in this study to examine, first,
the cooperative at Maynard, Massachusetts, and second, the
Central Cooperative Wholesale group of associations in Michi-
gan, Wisconsin, and Minnesota. These cases include non-agri-
cultural groups and at least semi-urban conditions. Compared
with other American cooperatives, they have been unusually
successful. They have extended cooperative activity into several
different fields of distribution. The associations in the North
Central States, moreover, have developed a strong and efficient
central organization for wholesale buying and for general co-
ordination. The Finnish cooperatives in this country as a whole
are credited by other cooperative groups with having made the
most thorough-going and the most democratic application of
cooperative principles,

It is hoped that a study of these cases will prove useful to
students of American cooperation. These cases should not be
mistaken, however, for a2 representative sample of American
conditions as a whole or even of all the American cooperatives
now in existence. This study omits any important group of
native-born cooperators. It includes no cooperative societies in
cities of major size. And it represents but a small fraction of
the country from a geographical viewpoint. Many of these
omissions, to be sure, are inherent in the limited extent of the
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American movement to date'* Nevertheless, examination of
the recent growth of middle class urban groups, and of the
city gasoline cooperatives, as well as of the farm cooperative
associations, would provide a more rounded picture of the
American cooperative movement,

The method of investigation followed by the writer was to
visit each case and observe it at first-hand, endeavoring to de-
termine on the spot which phases of the subject were most
significant. Thus, he went to Maynard, Massachusetts, and
lived first in an Irish home in order to come in contact with
the local people outside of the cooperative. He talked with the
private merchants, and interviewed among others the manager
of the local woolen mill, town officials, and the newspaper
editor. He then arranged to live with a Finnish family, the
head of which was a milk driver for the cooperative society,
which gave him an opportunity to meet the Finnish cooperators.
He questioned the officials of the cooperative, its employees,
some of its early members, and other members who were
critical of the society. Besides incidental contact with many
other consumers, the writer called on some twenty housewives
in different parts of the town in order to learn their reactions
to the cooperative. He was also able to study the financial
statements of the society and the minutes of many of its
meetings.

Methods of inquiry in the Lake Superior region again in-
cluded contacts with officials, members, and employees of the
cooperatives, with persons engaged in private business, and
also with disinterested residents of the community,

This observation in the field was made in the spring and
summer of 1936. The amount of data on the cooperatives
available through other primary studies was, unfortunately,
small. Much information was secured, however, from year-

12 Nearly one-third of the nation’s refail cooperative business, according
to the Bureau of Labor Statistics survey for 1936, was done in Massachusetts,
Michigan, Minnesota, and Wisconsin,
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books of the Cooperative League and from other cooperative
publications.

The writer has endeavored throughout to be as objective as
possible. Nevertheless, whether consciously or not, his conduct
of the study and his conclusions were bound to be influenced
to some extent by his own preconceptions. Therefore, he wishes
to state that he was favorably inclined at the outset towards
the idea of consumer cooperation, and that the friendships he
formed in the course of the study predisposed him further in
the same direction. Readers should be on their guard against
the influence of this bias.



A NOTE ON THE ORDER OF READING

Tais volume is arranged in three parts which can be read
in whatever order the reader prefers. Parts I and IT are, in
effect, separate and independent studies. Either one may be
read by itself. The final part contains the conclusions which
the author has drawn from these two studies, together with
some speculations on the future opportunities for consumers’
cooperatives in the United States; this part may be read first,
or it may be read after the body of evidence upon which it
largely rests. 7

Part I deals fairly intensively with one cooperative society in
an industriai New England town, observing at close range the
background of the cooperative, the nature of its membership,
the factors in its success, and the problems it has faced and
those which it -faces today. Part I, on the other hand, con-
siders a federation of some seventy cooperative store societies
scattered over the sparsely-populated area south and west of
Lake Superior; it gives attention to wholesale as well as retail
store operation. The first part, it is hoped, will throw light on
the possibilities for cooperatives in industrial sections of this
country, while the second not only observes the experience of
store cooperatives in a more rural section of the United States,
but explores the'important problem as to what influence a
wholesale federation may have upon cooperative development.

39



PART 1 -

COOPERATIVES IN AN EASTERN TOWN——MAYNARD,
MASSACHUSETTS



CHAPTER II

COOPERATIVE ACCOMPLISHMENTS
IN MAYNARD

Maynarp, Massachusetts is a town of seven thousand people
situated about twenty-five miles west of Boston, It is a “mill
town . Unlike many other New England communities, its
history dates only from 1845 when the original mill was con-
structed along the Assabet River. Its population has consisted
mainly of immigrants who came from across the Atlantic and
‘went to work in the miil.

Four cooperatives have been organized in this town at one
time or another during the past seventy years, two of them
playing a leading part in local retail trade. One of these last, -
the United Cooperative Society, has now come to transact one-
sixth of all the retail business in Maynard.,

The first cooperative, started during the 1870's, soon after
the community itself came into existence, carried on a large
and successful business up to the time of the World War,
During the post-war period, however, it saw an increasing
proportion of its trade captured by chain stores, and eventually
discontinued business, The United Cooperative Society, which
was organized by Finnish immigrants in 1goy, has been able
to compete successfully not only with the independent mer-
chants of the town but with the chain stores as well.?

This cooperative, still directed mainly by Finns and their
children, has achieved a larger and more varied volume of
business than any other local cooperative society in the eastern
part of the United States. Its annual sales averaged $485,000
in the years 1936-38. Through the cooperative’s facilities
Maynard families can supply all of their food requirements,
the coal or other fuel needed to heat their homes, gasoline and

1 Another Finnish ccoperative was organized in 3915 and has continved
to fransact 2 modest business. The fourth association, started by Poles after
the World War, operated for about ten years.
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oil for their cars, and several other commodities such as range
oil, ice, hardware and electrical appliances. The association also
provides a line of farm supplies for its farmer members,
Taken altogether, a working-class family can probably make
two-thirds of its retail purchases directly through the coopera--
tive society.

In all of its lines of business the United Cooperative Society
has effected for its patrons net earnings or savings of varying
amounts, averaging in the three years 1936-38 over four per
cent of the sales. Qut of its earnings the association has usually
returned to its patrons a refund of three or four per cent on
their purchases. Part of the earnings also were set aside to
increase the resources of the society. On the basis of a share
capital of only $20,000, the net worth of the cooperative has
by this means been built up to approximately $8o,000,

The society’s business establishment now includes not only
two large food stores, a hardware department, 2 gasoline fill-
ing station and other facilities needed for distribution, but a
baking plant for the production of its own baked goods and
a pasteurization and bottling plant for milk and cream. The
cooperative collects the milk from the farmers, and after pro-
cessing it delivers it to the consumers. Delivery service is also
provided for bakery products, groceries, and most of the other
goods which the association handles,

Through its two stores and its milk delivery system it is
estimated that the cooperative distributes about one quarter
of the community’s food, and it apparently does an even
larger proportion of the local business in some of the other
lines which it has entered.® In groceries, milk, and two or three

2 Comparisons are actually based on 1935 Bgures, since Census statistics

are not available for more recent years. Comparative figures for 1933 are
given below:

All Stores United
{U.8. Census of Business: Cooperative
Retail Distribution} Society
All Kinds of Business .,..c.cannev $2.408,000¢ $302.,719
Food Group ..ovveerrncericncnnns 1,127,000 250,000 Approx.

Sales quoted for the cooperative in the food group include the milk depart-
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other departments the society is not only a larger factor than
the average private store in Maynard, but is, moreover, the
largest distributor in the town.

Of the 1,800 families within the town’s limits some 700
"held shares in this society in 1936. Well over one-half of the
population purchases from it in one or another of its branches
of business, The association also emjoys the patronage of
perhaps 150 farmers scattered through the surrounding coun-
try, most of whom are also shareholders,

Why has consumers’ cooperation achieved such an unusual
degree of success in Maynard? The nature of the town and
the course of its development undoubtedly provide a major
part of the explanation.

ment and the two food stores—less estimated hardware sales in the main store.

It is difficult to make any comparison for Hues of trade other than food
because of the broad grouping of the kinds of business in the Census statistics.
Sales in lines which the cooperative has not entered, bowever, including
general merchandise, apparel, drug stores, eating and drinking places, aunto-
motive, and liguor, evidently reached at least $800,000. Thus, sales in the
field which the cooperative has entered, besides food, might be estimated at
$500,000 or less—$143,000 of which was handied by the cooperative.

The increase in the sales of the United Cooperative Society between 1935
and 1937 was 30 per cent. Since this is believed to be a larger increase than
that for local sales as a whole, the cooperative presumably handled a larger
proportion of the total business in 1937 than in 1935.



CHAPTER III
A DESCRIPTION OF THE COMMUNITY

MAYNARD is not only a one-industry town, but a one-com-
pany town as well, Practically the whole life of the community
revolves about the huge Assabet Mills of the American Woolen
Company. The long, red-brick buildings of the mill, old and
stolid, rise five stories high about the end of the mill-pond.
More regent structures in the same style are clustered in a
larger circle around the outside. The mill dominates the main
street with its many small shops, as the castle of'a feudal
manor towered above the little houses crowded beneath its
walls. Paft of the town has grown up out of sight of the mill
beyond the sharp rise on its west; yet not even the farthest
residents can escape the sound of its shrieking whistle,

In this community of 1800 families, 1700 to 1800 persons
were employed by the woolen mill in 1936—before the depres-
sion of 1930-1G33 as many as 2400 had been on the payroll.
In many families, of course, two or more persons worked in
the mill, but it may nevertheless be estimated that two-thirds
or more of the households in town were directly dependent on
the American Woolen Company. Another three or four hun-
dred persons were engaged in retail trade and service of one
sort or another, but the real source of livelihood of these, too,
was the factory payroll, since the bulk of their custom was
from employees of the mill,

Its History

The origin of both the mill and the town dates back to 1845,
when the water rights on the Assabet River were bought by
William H. Knight and Amory Maynard in order to start a
carpet factory. After Knight's retirement in 1852 Maynard
switched from the manufacture of carpets to flannels and

1 Asahel Balcom, “ Maynard” in Drake, Hislory of Middleses County,
1880,
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blankets. He benefited by Army contracts during the Civil War,
and the business rapidly increased in size. According to a writer
who described the town of Maynard in 1880 the mill was
then one of the largest in New England, producing goods to
the value of $1,800,000 per year and employing 870 workers.

Of the employees a large proportion had been drawn from
Great Britain and Ireland, where many had had experience in
the textile industries. Wages amounted to only $300-400 a
year around 1880, judging from a comparison of the number
of workers with the annual payroll which was estimated to be
$275,000. That the workers had to depend for a living not
merely on the earnings of the head of the family, but on the
“ family wage ”, is further indicated by the fact that 540 of
the employees were males and 330 females.?

The woolen industry came upon hard times durmg the
1890’s, ‘and. this evidently provided the opportunity in 1899
for Frederick H. Wood and his associates to securé the Assabet
Mills as a keystone of their American Woolen Company with
its combination of twenty-six separate plants.*

At about the same time business began to expand again, this
time aided by the Spanish-American War. Under the manage-
ment of the American Woolen Company, the Maynard mill
and consequently the local population continued to grow during
the subsequent decade. The number of local residents increased
from 3,142 in 1900 to 35,811 five years later and 6,390 in
1910.°

This time the new employees came not from the British
Isles, but from the countries of eastern and southern Europe,
especially Finland, Poland, and Italy. It seemed that the woolen

2 The population was said to have been 1,965 in 1875. The commumity
had been incorporated as a town four years earlier.

3 Ihid,

4 A, H, Cole, The American Wool Monufaciure {Cambridge, 1026).

& It may be worth noting that the United Cooperative Society was founded
in 1907, soon after the major vmve of immigration. The Riverside co-

operative had been incorporated im 1878, following the peak of the first
wave of immigration.
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company encouraged the migration of the people from these
countries, whose living standards were relatively low and who
might, therefore, be satisfied with relatively low wages in
America. As a local observer puts it: “ The New England
textile manufacturers talked loudly at election time about the
need for a tariff to protect American industry and American
workers; but the day after election there would be placards
posted in Europe urging people to come to the textile mills
here for jobs.” If the employees came from different countries
so that they were unable to understand one znother’s language,
so much the better so far as the employers were concerned, it
seemed. So the population of Maynard came to be one-half
“ foreigners ”, as these Jater arrivais were called, and there were
fifteen different tongues spoken in this town of six to seven
thousand people. '

The earlier population received the increasing number of
“ foreigners ¥ with distrust and dislike. The new groups of
immigrants seemed especially despised by the Irish, not so long
ago immigrants themselves, The natural distrust in a people
whom one cannot undetstand was sharpened into keener
antagonisms by the competition for jobs at the mill, The im-
migrants were generally willing to do more work and content
themselves with lower pay than the “ Americans.”® The Irish
are even said to have spit upon Finnish immigrants on the
street.

Such divisions were not conducive to cooperation by the
employees to secure better working conditions. The workers
blamed their trouble on.one another and there was little chance
of their uniting to make demands on their joint employer. Not
only labor organization and social good will, but the body
polific suffered as well." One could not expect intelligent

6 The term “Americans” will be used threughout, within the quotstion
marks, to denote the English-speaking citizeps as distinct from immigrant
groups of other tongues,

7The Maynard town hall is an ugly, ramshackle, wooden building, the
one public park a very small one, and the public library confined to the
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handling of public affairs when the prejudice of one nationality
against another could be called upon fo defeat candidates for
office who attempted to push progressive measures or needed
reforms. - .

Whether because of the influx of workers from Europe or
not, the wage-scale in Maynard was a low one, Typical wages
in the years before the World War ran from $6 to $15 for a
week of fifty-four hours or more. Labor turn-over was re-
ported to be high, especially among the new immigrants.®

Wages and working conditions improved somewhat after
the war, perhaps partly because of the threat of successful
organization by the workers, There was a strike just after the
war and other strikes were attempted during the 1920's, but
Maynard workers cannot seein to remember any that was
markedly successful. )

With the state of depression which set in for the woolen
industry about 1926 and the’resulting unemployment, wages
again declined, while hours of work increased. Wages in
Maynard dropped as low as $10 a week for full-time jobs
during the depression of the 1930’s. The working week
mounted to seventy hours, with night shifts fourteen hours
long.®

EconoMic CoNDITIONS IN RECENT YEARS

A great improvement in conditions took place with the in-
auguration of the National Recovery Administration. A mini-
mum wage of $14.20 and a limit of forty hours per week were
provided in the code for the woolen industry. The Assabet Mills
continued to observe these standards hfter the Recovery Act
had been declared unconstitutional. Nevertheless, rates of pay -
remained considerably lower than they had been in the 1920's.

second floor of a2 modest-sized commercial building. The gchool system
has ot been free from political influence,

B Opus cil. ’

D Statement by Rev. M, A, Vance, Unton Congregational Church, quoted
in Maynard En!:rpn;:e, Oct, 12, 1932.
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Thus, the average earnings of all the mill’s employees in June,
1936, were about $20 a week,**

Workers in the Assabet Mills were seldom employed steadily
throughout the year; most of them were laid off during slack
periods which lasted frem a few weeks in fairly busy years
to a number of months in times of depressed business. Thus,
the earnings of a worker who made $20 a week on full-time
might be only $750-800 for the whole year even during rela-
tively good times, The result was the “ family wage . Since
one person’s efforts were not enough, other members of the
family had to work, This meant that a large number of women,
including wives with growing families, worked in the mill
along with the men.™

Work in the mill was not an occupation of particular regu-
larity, nor was it free from hazard. The greatest complaint of
the workers in 1936, however, was the speed at which they
were forced to work. A system of scientific management and
rationalization had been introduced by the company about 1929,
and when the writer visited Maynard in 1936 the effects of
this program were uppermost in the minds of everyone in
town, whether employed by the mill themselves or not. The
results were not only harder work, but technological unem-
ployment. The mill had needed about 2,300 employees in order
to produce at capacity in the years before the depression. The
effect of scientific management and improved machinery was
to reduce this number by about one-third, While authentic in-
formation was not available, the mill was evidently producing

10 The writer’s estimate is based on the statement of the superintendent
of the mill that the payroll had besn running $35,000—40,000 recently, and
that there were 1700 employed. Activity at the mifl was known to have

decreased since the previous month, but was believed to be representative
of the level prevailing during the year 1936 2s a whole.

i1 According to the Massachusetts Unemployment Census taken in Janu-
BTy, 1034; 940 women were either gainfully emploved or seeking jobs out
of 2,200 women estimated by the writer to be of working age. {This estimate
is based on statistics of population by sex and by age groups from the U. 8.
Census of 1930, with an adjustment for the decline of 4 per cent in total
population between 1930 and 1934).
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more goeds in 1936 with 1 800 workers than it had produced
at capacity in earlier years.™®

At the time that the technslogzcal :mprovements were being
introduced cyclical declines occurring in the woolen business
added greatly to the number of workers haid off. Operations
at the Assabet Mills averaged only 40 per cent of capacity dur-
ing 1931 according to the local newspaper. Many workers
were kept on part time employment, so that the number em-
ployed was not reduced as sharply as production, yet many
hundreds were cut of work altogether. It is estimated that
about 1,000 workers were unemployed in Maynard at the depth
of the depression. Savings for a rainy day, moreover, could
hardly amount to much when a man’s earnings were $800 a
year. At one time nearly a third of the families in the town
had to fall back on government employment or relief.

The oversupply of labor and the terms of employment at
the mill were reflected in the jobs that were available in the
local retail trade. Young people accepted work in the chain
stores for a few dollars a week.

There seemed to be little that the ordinary worker or even
the community as a group could do to improve its economic
position. Rates of remuneration were evidently set by the mill
partly according to what the labor supply would bear, partly
according to the business position of the company and the
need to reduce labor costs. During the depression years there
were far more workers than there were jobs. In addition, com-
petition in the woolen industry became cut-throat in character,
prices were driven down, and the pressure to reduce costs in
order to hold its business and cover its overhead expenses led
the company into an increasing disregard of the demands of
its employees. If one worker protested, there were plenty more

12In the Feb, 25, 1¢35, issue of the local newspaper it was reported in
one column that the mill was now operating at capacity with “more than
1500 employed,” in ancther that there were yoo unemployed registered with
the Emergency Relief Administration, In the fall of 1935, bowever, employ-

ment temporarily approached pre-depression levels, and it equalled 1800 for
considerable periods during the two following years,
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to replace him. An espionage system, commonly believed to be
maintained by the miil, might single out and blacklist those
workers who endeavored to restore their bargaining ‘power
by union organization.’*

The influence of the American Woolen Company on May-
nard extended beyond the terms of employment of the local
population. It is related, for example, that the question was
once raised whether the town’s assessment of the mill’s prop-
erty should not be increased to the value reported by the com-
pany in a state tax return. The assessor who made the pro-
posal soon abandoned it, He found that he was opposed not
merely by persons partial to the corporation but by practically
every merchant in town. They feared that, should the pro-
posal be adopted, the company would divert its orders to o:her
mills,

As a rule the company did not actively exercise its power
over local affairs. But, remarked 2 local observer, this did not
mean that its power was not complete. The mill controlled
everything in town, he said, but the Australian baliot.

Such, then, 'was the economic background against which
cooperation in Maynard must be viewed. There was common
employment by and common dependence on one industrial
enterprise, Wages, for the most part, had been low. Unem-
ployment was frequent. And not only the life of the individual
worker but community action as well were dominated by the
power of a huge, impersonal corporation.

The community itself seemed relatively democratic, The
majority worked in the mill; and there was little or no dis-
. 13 Even united action by all the workers in Maynard would not restore
the balance of power, The American Woolen Company had nearly thirty
other mills devoted to the manufacture of woolen goods or worsteds. While
the Maynard plant was much the largest woolen goods mill, still its capacity
was but 2 fraction of the total available to the corporation for the production
of woolen fabrics. 1 the demand for goods was only such as to absorb a
part of the output of all the company’s mills—and such had been the case for
nearly all of the past ten years—, then the management in New York could

concentrate all the production a¢ certain plants, leaving others idle for a
period. Or it might close a plant zltogether,
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tinction between the manual workers and the clerical force—
both white collar workers and manual employees were often
to be found in the same family. The merchants enjoyed a
larger income and a more secure status, but there was no
real upper class to speak of in Maynard. Control of the Ameri-
can Woolen Company was centered in New York City, 200
miles away, and but little of the capital stock was held in this
small town. Even the manager of the Assabet Mills, up to the
fall of 1936, lived in a more prosperous and more fashionable
community several miles from Maynard, as did members of
the technical and administrative staff. There were social dis-
tinctions within the town, based on both nationality and ma-
terial possessions, but there was less inequality than one finds
in many other American communities.

CoMposITION oF THE Locar PoruLaTion

Of the total population in 1930, but 1,217 were native
Americans of native American parentage and many of these
may have been grandchildren of the earliest immigrants to
Maynard. Of the other residents 2,512 were foreign-born, and
3,427 were native children of foreign-born parents?* The
relative importance of the various immigrant groups is shown
in Table 1. The town’s population may, perhaps, be thought of

TABLE 1

Naronarrmes AaoNg THE FOREION-BORN AND TER (CRIIDEEN OF
ForEioN-poRN, Mavxarn, MassscHusprrs, 1930

Country of Origin Country of Origin
Finland . coiviviiiinnnnns 1832 Denmerk, Norway, Sweden . 178
Poland ..................he o7 Lithusnia vicovesrironenssas 140
Casadas «..oivnnininnnan..n 857 RUsSil vovvcnnenrsanennrasas 133
Great Britain .............. 767 GeErmany .....cooececvncnns 67
b (711 SR 620 All Gthers ........c...o0vae 85
Irish Free State ........... » B0l All Countries «...cvnvevenns 8930

Scource: Bureau of the Census {8pecial Tabulation}.

14 Census of Population, 1930,
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as composed of five different parts—the English-speaking
people, the Finns, the Poles, the Italians, and the other, smaller
nationality groups. The Finns, Poles and Italians, because they
speak different languages and because they form rather large
segments in the local population, have tended to merge with
the other elements in the community much less than the smaller
foreign-born groups. The Finns are the largest group from any
one country, amounting to nearly one quarter of the popula-
tion. The English-speaking elements, however, including prin-
cipally Yankees, Canadians, English, and Irish, embrace almost
half of the people in town.

The “ Americans ¥, as zll the English-speaking people in
Maynard prefer to be distinguished from the later arrivals,
are not a particularly well-knit group. They are divided among
several churches—Irish Catholic, Union Congregational, Epis-
copal, and Methodist—and various fraternal and veterans’ or-
ganizations. They include, however, most of the merchants and
other members of the commercial and professional class.

The Poles and Italians are thrifty people and loyal church
members, but they have been more prolific than the rest, and
their standards of living are not as high as those of the
“ Americans ” and the Finns. The Finns seem to have the
lowest birth rate—only among them are the native-born chil-
dren less numerous in Maynard than the foreign-born gen-
eration.

THE Finns 1N MavyNARD

The Finnish people in Maynard deserve special attention,
since it is they who have been most successful in the practice
of consumers’ cooperation.

The first Finns arrived in Maynard in the 18g0’s, and
nearly all of them came beifore the war. They had then, of
course, no capital, no resources except their willingness to
work. Now, however, they have become one of the most sub-
stantial groups in the community—even in a material sense,
Most of them own their own homes, many send their children
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to college or professional school. In terms of the basic neces-
sities such as housing and diet their standard of living is equal
to if not higher than that of the English-speaking peocple.

An ocbserver notes at once the physical vigor of the Finns.
They have a compact, sturdy physique apparently without the
tendency to fatness common among other well-fed peoples.
Their capacity for work is unusual, perhaps the result of their
ancestors’ long struggle with the elements in their cold, north-
ern homeland. The stolidity of their demeanor is possibly re-
lated to this background. The Finns alsc show a greater
thoroughness in their habits of work than other people, par-
ticularly evident in the cleanliness and neatness of their homes.
According to the manager of the Assabet Mills the Finns made
better employees than were to be found in other textile towns.
“ They are a stolid, determined type,” he said, * likely to carry
through anything that they undertake.”

They brought with them a higher standard of culture than
did immigrants from other countries. Practically all could read
and write, Finns who came to this couniry soon established
their own newspapers in the Finnish language, Their children
made rapid progress in the American schools, In the class which
graduated from the Maynard High School in 19335, for ex-
ample, five of the fifteen Finnish students were ranked in the
first tenth of the class.

The social and cuitural activities of the Finns seem to demon-
strate a high degree of social spirit. Through their different
societies they carry on amateur dramatics, musical programs,
dances, public speeches, and various types of athletics. Their
frequent steamn baths are also, in a sense, a social institution,

These affairs, however, the Finns carry on by themselves,
apart irom the rest of the population. Although they have been
in Maynard for practically a generation, they have not become
an integral part of the local community, but have remained
aloof from the habits and the philosophy of the “ Americans ”.
They have deliberately avoided a part in local politics, though
they have been active in promoting organization of the mill
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workers, Many of the Finns, of cowrse, speak practically no
English, The Finnish language is not related to English, as
are the Latin and Germanic and even the Scandinavian tongues,
and the Finns find English very difficult to learn, It may be this
more than any other factor that has kept them separate from
the community and has made the * Americans™ call them
clannish. The younger generation of Finns has learned English
in the schools and speaks it as a matter of course, and the
younger Finns mix to an increasing extent with the * Ameri-
cans ” and the youth of other nationalities. Still they associate
mostly among themselves, held perhaps by the attractive social
activities developed by their parents in their relative isolation.

It should not be assumed, however, that the Finns in
Maynard are a unified group. The earliest arrivals organized
Finnish churches and a temperance society to which the church
members belonged, Later, on the other hand, led by Socialists
from the cities of southern Finland, other Finns organized a
Socialist group of which the Finnish church member strongly
disapproved, and set up their own institutions for social meet-
ings and recreation. The Socialist local in Maynard came to
include a large part, possibly a majority, of the Finnish popu-
lation. It was this group which gave the greatest support to
efforts to organize a union in the Assabet Miils.

Following the War, however, a split occurred between the
more conservative Socialists and the left wing. The latter, a
minority within the local, advocated 2 more militant policy in
imitation of the successful Bolshevik revolution in Russia;
they aligned themselves with the newly-formed Communist
party. There were thus three organized groups among the
Maynard Finns—church members, Socialists, and Communists.
Each maintained its own hall, each had its own social activities,
and the members of each subscribed to a different Finnish-
language newspaper.

In concluding this survey of Maynard, certain factors may
be remarked which may have had greater or less influence in
the development of cooperative enterprises. In the first place,
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the great majority of the breadwinners in Maynard worked in
the same industrial plant and lived together within a fairly
restricted area. Thus, they had daily contact with one another
as well as common problems.

The choice of an occcupation for most of the people in
Maynard was relatively limited. It was very difficult for an
immigrant, speaking a foreign Ianguage, who had little capital
and a meagre education, to secure a-larger income by advancing
to a higher economic status or by traveling to other towns in
search of jobs. The choice of jobs outside the woolen mill
was very limited, )

As wage-earners in a specialized industry, most Maynard
inhabitants had to buy practically all the goods they required;
they were dependent on their wage-earnings. Yet their regu-
larity of employment and the amount of their earnings de-
pended largely on forces outside of their control. A strict
pursuit of thrifty-living seemed to many mill-workers the only
hope of bettering their lot.

The mixture of several different nationalities in this small
town undoubtedly hindered community cooperation, On the
other hand, this situation probably built up greater unity with-
in each nationality group, thus promoting joint effort within
more restricted spheres, The Finns, moreover, seemed to have
a special talent for social organization.

Finally, it must be observed that in the years following 1926
employment was more irregular and earnings were less than
they had been in preceding years.



CHAPTER 1V
THE DEVELOPMENT OF COOPERATIVES

RecoxcILiATION of the cost of living with the factory wage
would seem to have been the most pressing problem that faced
the population of Maynard. There were two sides to the
problem, of course, and the second was what the worker got
for his money at the local stores. Higher prices were as bad
as lower wages, and short measure or inferior quality were -
as serious as a deduction from an already small pay-envelope,
Economic pressure from this direction evidently played a large
part in the genesis of Maynard’s cooperatives.

The first consumers' cooperative in Maynard was the River-
side Cooperative Association, which was for many years the
largest retail establishment in the town, and continued in busi-
ness until 1929. It was incorporated in 1878 and was apparently
organized some years earlier.?

Before the founding of this association, according to local
legend, there was only one store in Maynard. Its prices were
high, and the workers who bought on credit found their in-
debtedness subtracted by the mill from their next week’s pay,
just as if it were a company store. Rather than buy from this
merchant, many would walk three miles to the nearest village
in the evening and carry their groceries three miles home,

It was at about that time that the fraternal organization
of workers known as the Sovereigns of Industry was gaining
a large following in New England, and the workers from the
textile centers of Ireland and Great Britain probably took a
leading part in the promotion of this movement in Maynard,
A concrete plank in their program was the organization of
workers’ cooperative societies, encouraged by the recent success
of the Rochdale soctieties in England. Some of the English
textile workers in Maynard may even have had some part in

1Date of organization stated by C. J. Lynch, editor of Maynard Enter-
prise, to be 1871,

48
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the growing cooperative movement in England before they
came to this country. At any rate, they seized this method of
combating the retail prices which seemed so high and stretch-
ing their wages a Iittle farther in terms of bread and butter.
They adopted the Rochdale principles, and by the sale of shares
among the mill workers at $5.00 apiece raised enough capital to
start their own store,
Most of the other cooperatives which sprang up all over
.New England at that time soon failed, but this store seems to
have been successful from the start. In 1883 the association
erected a large three-story building on the slope.of the hill to
the northwest of the mill, Here they carried not only meats and
groceries, but also hardware, shoes and clothing and patent
medicines, They also secured a railroad siding where they
handled coal and grain.®
The by-laws of the Riverside Cooperative Association show
that they had a board of five directors, who were to meet twice
every month to direct the affairs of the society. The treasurer
was required to make a statement by the fifteenth of the month
of the preceding month’s income and expense; this report was
to be posted for the members to inspect. The inventory of the
cooperative’s stock of merchandise was taken twice a year, and
two auditors who were not permitted to hold any other office,
were to examine the books at these periods. Rebates could be
declared after the semi-annual inventory. Rebates were to be
paid in cash only to members; non-members were to be given
equivalent credit, however, towards the purchase of a share, so
that regular patrons soon became shareholders almost auto-
matically. Meetings of the members were held in February
and August. If members had any complaints or suggestions
in the meantime, they were to make them to the board, and

2 An indication of the nattwe of the business is contained in some of the
items recorded in their inventory for December, 18p¢:

63 barrels of four, 100 tons of ice, whips to the value of $2525; also
“Earthenware”, “Woodware ®, “Stoneware”, “ Tinware”, ard “Hardware”.
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the board must enter in the record its decision on every
complaint.®

No record of the association’s volume of business from year
to year is available. The highest inventory recorded was for
December 29-30, 1891, when the stock of goods was valued at
$13,687. Most of the clothing and dry goods line was ap-
parently dropped the following year. Nevertheless, the store
continued for many years to be the most popular in Maynard.
It carried good quality merchandise, provided an extensive
delivery service, and while its prices were as high as those of
any of the private merchants, it paid regular patronage rebates
of close to ten per cent.

Describing the society as it was in 19og Professor James
Ford wrote:

The Riverside Cooperative Association . . . comprised about Soo
members, — Americans, Enghsh Scotch, Ir:sh Swedes, Danes,
Finns, and French,—workers in the woolen mills of the town,
earning z typical wage of $10 t0 $15 a week. . . . An 8 per cent
dividend was allowed on trade during the first half-year, and a
5 per cent dividend in the second year. In all, the sum of $4,860
in dividends had been distributed during that year (July, 1go7—
June, 1908} . . . attendance of 75 members at meetings can be
counted upon. It is probable that no cooperative store in urban New
England has a wider local influence among the English-speaking
population of the community than has this association. By careful
management, shrewd by-laws, and high ideals, it has continuously
attested the value of the copperative method

The sales of the association in 1908 were $83,ooo, and the
number of its employees eleven,

Yet the Riverside society had not become the cosmopolitan
organization indicated by Professor Ford in this quotation, It
was controlled by its earlier members—Irish and Anglo-
Saxon—, who had little sympathy for the “ foreigners ”. These

3 James Ford, Co-operation in New England {New York, 1913), pp.
193-68.
4 Ibid,, p. 25,
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earlier members were now the most favorably situated in-
habitants of the community—more skilled, better paid, and
perhaps in many cases profiting from the increases in property
values, They may be said to have graduated from laboring into
the middle class, with their sons going into the professions or
setting up retail establishments of their own. The cooperative
form had been carried down, but the cooperative spirit had
apparently died.

Rise or TEE FINNISHE COOPERATIVES

With the expansion in the business of the Assabet Mills and
the increase in the number of its employees, the early years of
the Twentieth Century were probably profitable ones for the
private storekeepers. Competition was not too keen. The Fin-
nish immigrants found prices high and quality none too good.
They were at an especial disadvantage in the “ American”
shops, since they could not speak English, Yet they apparently
felt themselves exploited in the stores set up by Finnish mer-
chants, too. They speak today with especial feeling about the
“ credit evil ”. Customers were encouraged by a merchant to
purchase on credit; when they had accumulated an account and
so felt obliged to trade with him, they were likely to be sold
inferior goods or charged more than the regular prices. And
with the only account of their purchases being kept by the
storekeeper, the workers continually suspected that they were
being overcharged at the end of the month.

Many of the immigrants naturally turned to the Riverside
cooperative store. The cooperative, however, employed only
English-speaking clerks, and did not carry any of the European ,
foods that the foreign nationalities were accustomed to, It is
said that a number of the Finns—principally Socialists——sent
a delegation to the officials of the Riverside society to propose
that they would become members if the manager would em-
ploy a Finn to wait on them. This proposition was reputedly
put off as an excuse to secure employment for one of the Finns;
it was suggested that they had better start a cooperative of
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their own, if they dida't like the service they received at the
store of the Riverside association.

It was an expensive undertaking for these immigrant
workers to launch a store of their own. According to informa-
tion collected by Professor Ford in 1912,* the wages of most
of the members &f the new store were $3.00 to $10.00 a week,

Nevertheless, little meetings 6f half a dozen Finnish workers
began to take place during 1906, and by the winter of 1907
they had sold shares to 106 persons and raised $1,600 in
capital, With this they rented a modest store and began busi-
ness. They did not employ a regular manager at first, but
helped to run the store themselves. This was called the Kaleva
Cooperative Association—the name was later changed to
United Cooperative Society. ] '

The driving force in the genesis of this cooperative, as in
that of the Riverside, was a class-conscious labor movement.
This time it was the Finnish Socialists. They saw themselves
as permanent members of the working class, engaged in a
struggle for power with the employers. The cooperative ap-
pealed to them not only as a defense against exploitation by the
storekeepérs, * the petty bourgeosie ”, but as an aid to the
unity and strength of the workers in the prosecution of the
“ class struggle.”

Five cooperative stores had already been established by Fin-
nish Socialist groups in other Massachusetts towns prior to
1907. The workers in Maynard were undoubtedly encouraged
by these groups. How much influence should be attributed to
the cooperative movement in Finland jt is difficult to determine.
.Original members of the Kaleva or United Cooperative Society
do not mention any direct contact with the cooperatives in
Finland, and it must be pointed out that the Finnish movement
was only a few years old at this time.® The immigrants probably

5 Ibid.,, Table 2.
8 According to Professor Ford, on the other hand,

At least half the members of the Finnish cooperative stores are stated to
be socialists who have practiced cooperation in Finland, The first impulse of
Finns npon arrival in this coumiry is to introdnce the system which Ias
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heard a great deal about the growing societies in Finland,
however, through their newspapers here and letters from home.

Despite a series of early difficulties, the Kaleva cocperative
became within a few years the leadmg mesh cooperative in
New England,

The Kaleva Cooperatwe Assocjation of Maynard, Massachusetts
[wrote Professor Ford in his book, published in 1913] deserves
especial mention because it is largely responsible for a movement
to federate the Finnish societies in New England. It was founded
in 1907 by Finnish mill hands of that town and now has over 300
members, only one of whom is not a Finn. . . . This society had a
hard early history because of the unemployment of its members,
a large proportion of whom were forced to leave *Maynard in
1908 to seek work. From caution, the management at that time
marked $521 off its books as “ lost accounts ¥, but much of this
sum has since been paid. The store is exceptionally clean, large
and atfractive, the management experienced and enterprising, and
the members interested and loyal.

. The Kaleva Association is in touch w1th over fifteen other
cooperat:ve stores in this country, a record which is unique. In the
year 1910 these stores established a union of New England Finnish
cooperative stores with headquarters at Maynard to serve as whole-
sale depot for five stores of this vicinity. Flour is bought directly
from the mill; potatoes from Maine farmers; other goods are
bought in bulk from wholesale firms at best cash prices.”

The store to which Professor Ford refers was in the sub-
stantial, brick building on the main street, which the society
now occupies. The cooperative had been able to secure title
to this building by 1911, It used only the smaller section of
the ground floor for its store then, receiving a profitable rental

reva.tleé with snccess in almost every town of their native land ... Finnish
journals in this country, especially ”Raivaaja™ (Pioneer), pﬂbhshed in Fitch-
burg, and “Tyozmes ’Wcr!nngmaﬁ}, published in Hancock, Michigan, favor
cooperation, which for the Finns has, besides its ordinary advantages, two
cothers: namely, that they can do business in their own lanpuage without
risk of being deceived by foreigners, and that they can import speciaities from
their own country, especially a sort of dried fish, and their customary holiday
goods. Finnish immigrants are very clannish. Ibid, p. 44.

T Ibid., pp. 43-45.
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for the larger section; the second floor it used for meetings
and dances and rented to other groups, The volume of business
done by the society in these early years ranged between $30,000
and $40,000. The savings, judging by the patronage dividends
paid, were not very large. Professor Ford reported the dividend
paid in 1911 to be three per cent. From the start, however, the
society made it a policy to secure the best quality possible in its
merchandise, and it evidently won the support of an increasing
number of Finnish workers by the confidence it inspired.

Patronage dividends were paid to non-members og the same
terms as to members in 1912. Credit was allowed to all cus-
tomers. In other respects, however, the new cooperative seems
to have adhered to all the Rochdale principles. Members were
permitted only one vote apiece, individual share-holdings were
limited to twenty shares of $5.00 each, and the maximum re-
turn allowed on shares was five per cent.®

About the year 1915 the Kaleva cooperative bought a small,
building in the east end of the town, where many of the Finns
lived, which they remodeled for a branch store and a bakery.
The occasion for the addition, it is stated,® was an increase of
one cent a loaf in the price of bread in Maynard, an increase
which the cooperators felt was not justified. “ By the time the
cooperative bakery was ready to produce bread,” according to
the testimony of the manager of the society, “ the price had
gone back to the original level.” The bakery also enabled the
members to have the kinds of bread and cakes to which they
had been accustomed in Finland,

A separate cooperative venture was undertaken in Maynard
in 1914 or 1915, again by Finns. Milk and other dairy products
were an important part of the diet of the Finnish people, and
it is said that conditions under which milk was delivered by
the farmers and private dealers in Maynard were not too
sanitary. A group of Finns, therefore, decided to buy the milk
at wholesale, bottle it, and deliver it to themselves, Just what

8 Ibid., Table 2.
¢ Letter from Waldemar Niemefa to the writer, August 3, 1939
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part the Socialists had in the launching of this project is not
known, but at any rate the group included some of the con-
servative Finns as well as the more liberal ones, and the
project was set up independently of the Kaleva association.
Before.-the end of 195, however, the majority decided to
merge the dairy with the store cooperative, The conservative
members of the group, because of their opposition to the So-
cialists, refused to go along. In order to secure the benefits of
cooperation without giving aid or comfort to the Socialists
they proceeded to organize the First National Cooperative As-
sociation, which with the United Cooperative, still exists today.
They set up their own general store, dairy, and bakery.

The First National association was supported by the mem-
bers of the Finnish churches and of the Finnish Temperance
Society. Its following was not as large, however, as that of the

- Kaleva association. It never seems to have had more than one

. hundred members (no more than twenty-eight according to one
informant), and failed to draw any appreciable amount of
trade from the larger Finnish cooperative. The conservative
association followed the principles of Rochdale cooperation in
most respects, but the par value of its shares was set at $50.
- This made it more difficult for poorer workers to secure the
benefits of membership.

Waldemar Niemela, a young Finn who had had some experi-
ence in cooperative stores in the Middle West, had now been en-
gaged as manager of the Kaleva society. He contintied as
manager for most of the time until June, 1932. During that
period the business of the society increased from a volume of
$37.600 in 1915 to a peak of $364,000 in 1g28.

A large part of this increase tock place between 1915 and
1918, Within the space of about two years the cooperative not
only opened a branch store and bakery and took over the in-
dependently-organized cooperative dairy, but also started a
restaurant on the second floor of its main building. Total sales
reached $148,000 in 1917 and nearly $200,000 the following
year. Since retail prices were rising rapidly at this period, part
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of the increase should be discounted, but the net expansion
was still substantial.

The earnings on this business were not particularly large—
amounting to 114 percent of sales in 1917 and 4 percent in
1918—and the patronage rebates paid were modest, On the
other hand, a considerable saving may Lave been passed on to
consumers through lower prices than private establishments
would have charged. Thus, the cooperative restaurant which
provided weekly board for the single workers in Maynard,
charged only $6.00 a week when prices were at their highest.
It is said to have attracted as many as three hundred boarders,
including many English-speaking ‘workers and non-Finns of
other nationalities as well. The “ Americans *’ were astonished
at first, the Finns relate, at the generosity of the provision,
The food was placed on the table in large serving-dishes;
customers were expected to eat all that they wanted and to
help themselves to as many glasses of milk as they liked.®

That a direct saving in prices was also being passed on to
consumers through the dairy is indicated in an article by
Cedric Long in the August, 1922, issue of Cooperation.” Long
reported that the dairy, paying the farmers 7¢ a quart for
their milk, was delivering 1,000 guarts of milk a day at gc a
quart. All other dealers in town, he said, had been forced by
this low rate to reduce their prices o 10c.

Some of the * Americans ¥ in Maynard were being attracted
to the Kaleva cooperative by its dairy service as well as by the
restaurant, and the membership was evidently increasing dur-
ing the war years. It was reported at five hundred in 1922.**

THE " UNITED COOPERATIVE ¥ EXPERIMENT

The change in the name of the society from the Kaleva Co-
operative Association to the United Cooperative Society ac-
companied an ill-fated experiment in 1919 and 1920, in which

10 One of the writer’s sources of information on this matter was a Lithuanian
barber who had eaten &t the cooperative restaurant for several years.

11 Monthly periodical published by the Cooperative League of the U. S, A,
12 Ibid.
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the association joined with several other Finnish cooperatives
in New England. The success of the variouns societies in the
war years and the initiation of new cooperative - enterprises,
which occurred then in many communities, probably led to
considerable optimism as to the future of the movement and
a willingness to engage in ambitious ventures. At any rate, a
United Cooperative Society was created in 31919, embracing
the local Finnish associations in Maynard, Fitchburg, Gardner,
Norwood, Quincy, and Worcester, Massachusetts; and Mil-
ford, New Hampshire, This group of societies operated, in all,
sixteen stores, four restaurants, four milk departments and
three bakeries. A wholesale office was set up in Boston with
Niemela, previously manager at Maynard, in charge, through
which the local stores could presumably pool! their orders and
thus obtain the benefits of large-scale purchasing. Property and
earnings were also to be pocled, but the stores were to have
the advantages of local control, and the united society would
be controlled by the local membership. The project might per-
haps be described as the cooperative counterpart of 2 chain
store corporation. '

The occasion for the experiment did not turn out to be favor-
able. It was a period of rapidly fiuctuating prices. Most prices
had risen greatly during the years of the war; they continued to
increase, on the whole, for some time following the Armistice,
but in the closing months of 1920 there was a drastic decline.
Many private firms went bankrupt.

It was at this time, moreover, that the split occurred among
the Socialists. The left wing of the party, responding to the
proclamations of the Russian Bolsheviks, broke away from
the more conservative Socialists to join the new Communist
party. This split affected the cooperatives as well as the Socialist
political organizations. In most cases the left wing withdrew
their support from the cooperative societies in which the con-
servative Socialists remained in control, and sometimes at-
tempted to set up rival cooperatives of their own, as had the
members of the church temperance society in Maynard in 1915,
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This division in the local membership naturally reacted on
the greater United Cooperative Society as well as the local
stores, not only through reduced patronage but in a dissension
in the control of the United. )

The society’s total business showed a modest trading profit
in 191g. In the second year of the experiment, on the other
hand, losses were sustained in the retail operations of certain
local stores, which drained off the savings of the more success-
ful ones, resulting in a net loss for the society as a whole. The
greatest financial losses are said to have occurred at Worcester,
where the Communists had won control of the local group, If
the project were to be continued, these losses would have had to
be made up by the members of other local groups which were
controiled by conservative Socialists. They decided, instead, to
give up the office in Boston and resume their local autonomy.
Each unit was then reorganized under the names, “ United
Cooperative Society of Fitchburg,” “ United Cooperative So-
ciety of Maynard,” etc.

The business of the Maynard cooperative was less adversely
affected by the Communist split than that of some of the other
Finnish Socialist cooperatives in Massachusetts. The left wing
was evidently a small minority among the Finnish Socialists in
Maynard, too small to attempt a cooperative of its own. Sales
of the society were apparently reduced more by the contraction
in the payroll at the mill than by Commumist defections to other
stores. In any case, sales amounted to $189,000 in 1921, and
the association was able to pay a patronage rebate of 3 per cent
on the year’s trade. Rebates in subsequent years ran about
4-5 per cent.

A measure aimed at Communist ¢ deserters > was passed by
the membership at the annual meeting in 1922, forbidding a
vote to any shareholder who purchased less than $100-worth
of merchandise from the cooperatives in a year. The board of
directors was given power to expel members who were not
loyal to the society, The new by-laws adopted by the associa-
tion with incorporation under the name of United Coop-
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erative Society provided that the board must redeem the shares
of members who were expelled. The board was not required,
however, to redeem the shares of members who voluntarily
withdrew. The Communist shareholders continued their mem-
bership. They attended the annual meetings, and made strenu-
ous efforts to secure appropriations “ to promote the class
struggle . The bitterness of their tactics, however, tended to
alienate the sympathies that other members might have had for
them, and their demands met cool receptions. Their influence
seemed to wane, and the issue has not been raised again at
recent meetings of the society.

According to the survey of cooperation in Maynard made by
Cedric Long in 1922, there were at that time four different
consumers’ cooperative societies in the town.™ In addition to
the Riverside Cooperative Association and the two Finnish
organizations, there was then another known as the Interna-
tional Cooperative Association. This was reputedly Polish, but
it also included Russians and Lithuanians. With some 100
members, it operated a grocery store and a bakery, and trans-
acted a business of around $50,000 a year. This cooperative
was probably organized at the end of the war, when the cost
of living was mounting so rapidly; it lasted about ten years.

The total volume of business of the four cooperatives was
said to be almost $400,000 and there were fifty cooperative
employees. The United Cooperative Society was not only the
largest, but was doing more business than the other three so-
cieties put together.

TeE SusseQUENT FORTUNES OF THE RIVERSIDE AND
Fiest NATIONAL COOPERATIVES

The First National Cooperative Association was handling a
business of close to $100,000 a year in 1922, The business of
the Riverside cooperative had declined to $50,000. If allowance
is made for change in prices, this volume of business would
appear to be less than half that which the same society trans-
acted in the pre-war years.

130p. st
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The popularity of the Riverside Cooperative Association’s
store had begun to decline even before the outbreak of the war.
The shoe department was given up in 1912, and from 1917 on
there was a steady drop in sales year after year, Sales were
down to $40,000 in 1926, and $25,000 in 192g. In the latter
year the store was finally closed, and the officers undertook to
liquidate the business. They were able to return to the share-
holders approximately $8 for each $3-share, when the assets
were all sold seven years later.

A complete answer to the question why this cooperative
failed would require a special investigation. According to the
testimony of a few of the townspeople, however, the most im-
mediate explanation was its failure to meet the competition of
the chain stores which invaded Maynard as well as hundreds
of other communities, In the early 1goo’s, when its trade was
large and it had no trouble in realizing a net saving on the
wide retail margins that prevailed, the management had, it is
said, allowed unnecessary expenses to become too large, main-
taining an extravagant delivery system and allowing liberal
credit. When the chain stores commenced to sell on a cash and
carry basis at much lower prices, the Riverside’s management
was unable to discard its old-fashioned methods,

It seems also that the early members of the association had
done little to pass on to their children or to other new members
the spirit or the philosophy which underlay the institution, The
second generation in Maynard grew up in the American schools
where they were taught nothing about cooperation, and knew
little about the cooperative movement in far-off Britain, The
later members did not have the loyalty to the cooperative store,
which their fathers or grandfathers had had. They were also
more well-te-do. Rather than change the cooperative to fit their
needs when the times changed, they drifted off to the chain
stores.**

14 Much the same process has probably affected other cooperatives which

were started in the United States by foreign-born groups. For a discussion
of this problem see Part IIT of this study.
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The formation of the Finnish cooperatives was not a factor
of any importance in the decline of the Riverside association.
“What English-speaking people were attracted to the Kaleva or
United Cooperative Society in the first fifteen or twenty years
of its existence, usually patronized only its dairy department
or its restaurant, not the grocery stores. The First National
Cooperative Association never seems to have secured many
English-speaking members.

The size of the First National association’s business never
grew much larger than its $100,000 volume of the year 1g22.
Its volume declined sharply in the recent depression, falling
below $48,000 in 1933. With the revival of employment and the
rise in food prices the sales rose again to $67,500 in 1935, but
the number of patrons was decreasing. No patronage rebates
had been paid for several years, although interest was paid on
share capital, Not even the interest on share capital was earned
in 1935, however, if reasonable allowance be made for deprecia-
tion. The surplus and reserves, as shown in the last statement
made public, consisted of top-heavy accounts receivable, the
bulk of which were probably uncollectable. The other current
assets equalled less than one half the current liabilities. It ap-
peared to be only a matter of time, if the current trend con-
tinued, before the association would be forced into receivership,

The number of shareholders in June, 1936, according to the
manager, was only ninety, and about half of these, he said,
actually supported the store. At least half the business was with
non-members. The share capital was $6,000, but there were in
addition $10,000 in personal loans outstanding. Since so few
of the members took an active interest in the store, control
has reputedly fallen into the hands of a few families. In any
case, the financial importance of the large personal loans prob-
ably gives to the lenders a dominating position in the affairs of
the association. It is exceedingly doubtful whether, in the light
of these facts, the business can be considered truly cooperative.
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ConTiNUED GrOWTH OF THE UNITED COOPERATIVE SOCIETY

While the Riverside and First National Cooperative Asso-
ciations were weakening, the United Cooperative Society of
Maynard continued to grow. The chain stores, which were
proving the death blow of the Riverside store, were not able to
undermine the United. The latter evidently conducted a very
efficient business enterprise, This is borne out by an operating
statement of the Society for the six months ending December
31, 1924."°

15 The writer was able to secure very few of the society’s finahcial state-
ments for past years, although the board seems fo have distributed a printed
anntz] report to members for every year since 1924 The principal items in
the statement of Dec. 31, 1024, which was reprinted in Co-operation in April,
1925, are given befow:

Ureztep Co-orzrarive Socikry OFeBaTING STATEMENT
July 1-Dee. 31, 1824
Restau- . Real
Store rant Dairy Coal Bakery Esfate
Sales (in dollars) .... $106,598 $IT.,723 $33825 $26,071 $18703 52576
Grosa earnings

{as %> of sales) .... 189 o8 273 154 37%
Expensea
{8a % of sales) .... 137 27 24 i1 2
Net earnings
(a8 % of mles) , ... 82 i 3% 4% " 5%
Total Net Earninge ........ 30,942
Other Income ...ovvvvrvnans 667
Total Income .....c.cunnans 10,509

The expense ratio for all depariments combined was approximately 20%.
A report of the society for 1928, in which statistics were given quly for the
business as a whole, showed that expenses for that year were 1934% of sales.
Expenses during these years included generous allowances for depreciation
in the opinion of the auditor for the Cooperative League.

Baraxcs Sz=ar, Dee. 31, 1924

Asssts Lighilities and Capilal
Cegh ..oovnviiiiiiiicanay, $11,580 Current Liabilities ......, $24 389
Accounts Receivable ..... 4,582 Capital Stock ............ 22443
T —— 11,739 Loan Capital ............ 18,700
Investments ............. 4,055 Burpliis . ..vvieviireencinn 9,190
Real BEstate ,.......c..... 52,438 Ingurance & Education ... 3,063
Furniture & Fixtures ..... 12,0582 Net Gain, 1824 ........... 18,661

Total Assets ......... $06,448 Total Liabilities ..... $96,446
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The expenses of the store department, the sales of which
were mainly meats and groceries, but which by then also in-
cluded furniture, kitchenware, fertilizer, feed and grain, were
only 13.7 per cent of sales. This may be compared with the
results of a study by the Harvard Business School, which
showed 18.0 per cent of sales to be the most common expense
among private independent grocery stores in 1924.)® Expenses
in the coal department of the cooperative, 11 per cent of sales,
were also unusually low,

The net earnings shown by the report for the last half of
1924 were 534 per cent of sales. While earnings were some-
what smaller than this in other years, they were large enough
to permit the payment of a patronage rebate of either 4 or 5§
per cent each year from 1922 until 1930,

The coal business had been inaugurated in November, 1923,
as an aftermath of the strike in the coal mining regions the
previous year, Coal had been difficult to secure in Maynard
during the period of the strike, and the Finns felt that the
“ American” coal dealers were filling the orders of their
friends or compatriots before they supplied the Finnish fami-
lies. The addition of a coal department was suggested by the
board of directors and approved by the members at the annual
meeting in Januvary, 1923. To handle the business the board
made a total investment of $17,000,'* purchasing the coal yard
and railroad siding of the Riverside Cooperative Association.™

Additions or improvements to the facilities of the society
were made almost continually, A new bakery was installed in
the rear of the main store in 1921 or 1922, and to this was
added, in 1925, a new building to house the dairy and provide
warchouse space. A pasteurization plant and new bottling ma-

18 Operating Expenses in Retail Grocery Stores in 1924, Harvard Business
School, Bureau of Business Research, Bulletin No. 52 {Boston, 1925}, p. 23

17 Co-operation, April, 1927,

18 Upon the entrance of the cooperative into the business, according to
Niemela, who was manager at the time, the price of coal in Maynard dropped
one dollar a ton, and subsequently remained below the retail price in neighbor-
ing towns {Letter of Ang. 3, 1939).
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chinery had, meantime, been bought for the dairy. This was
the first pasteurization plant introduced into Maynard, and in
spite of a reputed campaign by the private milk dealers to
discredit pasteurized milk, it apparently enabled the United
Cooperative Society to win many more “ American” cus-
tomers.*

The original branch store, which was old and inadequate
for the growing needs of the membership, was sold in February,
1926, Later in the year the society was able to acquire a larger
store located on a corner of a main intersection where the
busses stopped on the east side of town. In this store they sold
not only groceries, but ice cream and sodas and “other tourist
merchandise ”.*¢

The business of the cooperative restaurant, on the other
hand, declined steadily during the 1920’s. Employment at the
Assabet Mills was shrinking, and the men who did not have
families or homes in Maynard were drifting off to seek jobs
elsewhere, The restaurant commenced to show a slight loss in
the first half of 1925, and the board of directors raised the
question whether it ought not to be closed. The members
seemed to have favored keeping it in operation, however, and it
was continued until January, 1930.

While the restaurant was closed then, other lines of trade
were soon added. A regular department for feed and grain and
other farm supplies was initiated in the winter of 1931-32.
This met with enough success to justify the construction of a
new granary a year or two later, The cooperative also entered
the sale of fuel oil, kerosene, and ice at about this time, and a
well-equipped gasoline filling station was built alongside the
branch store in the latter part of 1934. The year 1934 also
saw the modernization of the main store. Although the store
no longer carried any stock of furniture, arrangements were
made with wholesalers of both furniture and electrical ap-
pliances, which permitted patrons te buy directly from the

19 Co-operation, Aptil, 1027,

20 Ibid,
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warehouse at the wholesale price plus a 10 per cent comruission
to the society and the shipping charges. One or two models each
of a few electrical products such as radios and refrigerators
were exhibited in the hardware section of the store.

The branch store acquired in 1926, which was an old-
fashioned wood-frame structure, was replaced with a new and
modern store building in the winter of 1935-36.

<All of these additions and improvements to the cooperative
business establishment between 1921 and 1936 required con-
siderable capital. No special effort seems to have been made
until after the war years to raise new capital aside from that
invested by the increasing number of shareholders and that ac-
cumulating out of earnings either to the credit of shareholders
or as surplus. At the beginning of 1921, with the volume of
business at some $200,000 a year, the share capital apparently
amounted to less than $9,000 and the surplus about $3,000.*

Measures to secure more funds were taken at the annual
meeting in January, 1922, The members decided to bar cash
rebates t0 non-members, and to require further that a member
must purchase one share a year or ten shares altogether in
order to secure his rebates in cash. They also authorized the
sale of preferred stock in shares of $50 each, which was to
bear interest of 5%, the same rate as that paid on the $35
common shares. Interest on the common shares had been
omitted during 1920 and 1921, since the greater United Co-
operative Society had incurred a net loss in the former year,
but they now decided to pay the interest for those years.

By 1925 the share capital had been increased to nearly
$46,000. The amount outstanding in the form of common
shares had grown to $24,721, and $21,000 in preferred stock
had been sold. The subscriptions were made, of course, by the
local members of the society. In the meantime the surplus of
the society had also been mounting. Allowances for deprecia-
tion of buildings and equipment were being charged off to
expenses at a liberal rate, and substantial amounts had been

21 United Cooperative Society, 58th Report and Balonce Sheet, Com-
parative Yearly Statistics, Figures prior to 1922z were said to be * unofficial ",
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set aside out of earnings each year, so that the surplus in 1925
was about $17,000. It was these additions to the funds of the
society which made possible the purchase of the coal yard and
the construction of the new buildings behind the main store.

The financial statement showed that the net worth of the

business at the beginning of 1923, including. a fund set aside
for insurance and education but excluding the current earnings
to be paid out as rebates, was approximately $61,000. By the
middle of 1930 the net worth had increased to $78,000. This
was not the result of -a further addition to share capital; as a
matter of fact, five or six thousand dollars worth of the pre-
ferged stock had been redeemed since 1925. The surplus, on
the other band, was now about $36,ooo The cooperative had
set aside some $19,000 out of earnings in a period of five and
one-half years,
" During this same period, however, the accounts receivable
had grown from $3,600 to $20,300. Depression had commenced
in the woolen mills in 1926, many workers were put on part-
~time or laid off altogether, and the United Cooperative Society
had tried to tide them over by a liberal extension of credit.
By this time it was becoming evident that many of the ac-
counts would never be paid. Thus, most of the funds which
the society set aside out of its eammgs each year from 1925
to 1930, were actually drained off in the form of doubtful
loans to members and non-member customers.

Accordingly, the members decided at their semi-annual meet-
ing in August, 1930, to put the business practically on’a cash
basis. While credit was still gllowed on milk delivered to the
home and on delivery orders from the stores, these accounts
were to be paid up weekly instead of monthly as before. Asa
substitute for the extension of credit the board of directors
set up a $5,000 loan fund, from which members could borrow
at 2 low rate of interest.

Two-thirds of the $20,300 in accounts receivable in 1930
had to be written off as bad debts during the subsequent de-
pression years, while prices were falling and retail sales were
shrinking. Yet the cooperative met the situation without ap-

XM IOy 7575075
s¢700. H!
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parent difficulty, Current assets in 1930, even excluding the
accounts receivable entirely, were substantially larger than cur-
rent liabilities. And the association’s rate of earnings held up
relatively well during the depression. Sales, in terms of dol-
lars, declined from $348,000 in 1929 to $245,000 in 1932, yet
the rate of earnings continued to average about four per cent
of sales,*® The earnings permitted the society to make patronage
refunds varying from 2 to 4 per cent and still set aside more
than enough to write off the bad debts of earlier years. At the
end of 1933 the current assets, with the accéunts receivable
written down to $10,000, werg equal to four times the current
Liabilities. The cooperative’s surplus had increased from $36,-
000 in 1930 to $45,000. In the meantime, it had redeemed .
$10,000 more of the preferred stock and Jseveral ‘thousand
dollars of the common shares.

By this time Waldemar Niemela had left the employ of the
society, becoming manager of the Cooperative Trading Com-
pany in Brooklyn. He sybsequently worked with the F.V.A.
in Knoxville and Norris, Tennessee, and with the Resettlemens
Administration in Crossville, Tennessee, and in the autumn of
1936 beecame manager of the Eastern Cooperative Wholesale’s
new branch in Boston. Niemela’s successor as manager of the
United Cooperative Society of Maynard was Arvo N. Rivers,
who had been manager of a Finnish cooperative at Rock,
Michigan. Rivers replaced Niemela in June, 1932.

Beginning early in 1933, actmty and employment at the
woolen mill increased again, prices rose, and the dollar volume
of sales in Maynard mounted. The sales of the United Coopera-
tive Society expanded more rapidly than those of other stores,
and the business as a whole reached a volume much larger than
that of earlier years. Sales were $476,000 in 1936, and reached
a peak of $509,000 in 1937. Net earnings permitted the pay-
ment of a patronage rebate of 4 per cent for 1935 and 1936,
3%4 per cent for 1937, and 3 per cent for 1938, In addition, the

22 In 1031, when saleg we‘re down to $252,000, net eammings on operations
were close to £%, the highest rate ever realized by the cooperative.
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amounts set aside brought the surplus of the society at the
end of 1938 to approximately $60,000.** With the share capital
reduced by 1938 to $20,345, the total net worth of the business
was about $80,000
- TABLE 2
Condensed Balance Sheets: June 28 1830 and Dec. 31 1938
Utirrse Coorerative Sociery or MarNaap

*

Assets Assels
Current Assets . - June 28, 1930 Dec. 31,1938
Cask ......... Becvseanaraie . $ 533300 $ 597985
Accounts Receivable ....... 20,266 00 74825
Inventories .....ccopvvuvane 16,168.00 18.046.00
Notes and Depos;ts ceepeeee 493500
‘Total Currents Assets .....oevennenn..... $ 46,606.00 $31,074.19
Fixed Asets ...ovvvvernvnninnn. " $133.964 81
Less Beserve for Depreciation a 6875705
Neb ovenneennnnanens e $5533300 86420776
Investmenis ......ccvviiiiiniincannninss a 183211
Deferred Charges «.cveevenrinrnnnnnnncs . 2 1,17230
Total Assets .........c0v0ntuuees $102,030.00 $98,286.36
Liabtlities Lighelitiss
Current Liabilities and Capital and Capital
Accounts and Noies Payable $20,315.00 L
Rebates Payable ........... =«c-aaa 122206
Accrued Interest on Shares . =-~=v-= 1.343.50
Payroll Taxes Payable ..... --=---- 918.19

Total Current Liabilities ........ $ 2031500 $ 3483.75

Bhare Capital
Preferred ..........e.n... 818 700.00 $ 340000
Common ......ccvveenen. 23,263.00 1694500

Total Share Capital ................ $ 39.863.00 $20,345.00
Reserves and Current Earnings .......... 41,752.0¢ 74,457 61

Total Liabilities and Capital ........ SIGBM.OB 398@-3_6
o Not avsilable for 1930. )

23 In calculating surplus and net worth, subtraction has been made of that
part of current earnings which may be paid out in the form of patronage
refunds and as Federal income tax.



CHAPTER V

SOCIAL ASPECTS OF THE UNITED CO-
OPERATIVE SOCIETY’S GROWTH*

THE gréwth of the Unitéd Cooperative Society did not con- -
sist solely in the addition of new lines of business. It was
gradually securing the support of an increasing number of
local families, at least through their patronage if not always
their membership. By the end of the war the society was already
serving three or four hundred Finnish families, the majority
of the Finns in Maynard. Non-Finnish, patrons and share-
holders were attracted by the cooperative dairy and by the
restaurant, and later the introduction of a milk pasteurization
plant by the cooperative added to their numbers. There is a
record in the minutes of the members’ meetings of efforfs by
the educational committee of the society to interest the
“ Americans ” during the early 1920’s—arranging public meet-
ings and other social functions, '

The store of the Riverside Cooperative Association was still
operating until the end of 1929, of course, and the Finnish
society is said to have avoided making any general appeals for
patronage among the * American” population that might
affect the Riverside cooperative, until after the latter had
closed, The major additions to the non-Finnish membership of
the United Cooperative Society were made after 1930,

The United Cooperative probably won supporters among
the non-Finnish elements by its aid to the working-class as a
group. It was openly sympathetic to union organization at
the mill, setting up “ soup kitchens > to help the strikers when
walk-outs occurred, and supplying many of the union leaders
from among its membership. It also drew upon its resources
to allay the suffering among the workers’ families in hard
times. Thus, in 1926 when the mill had been on part-time for
several months, it is reported that the United Cooperative
Society delivered milk free to schoo! children who were under-

6o
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nourished, every school day for ten weeks.! This service was
repeated for a considerably longer period during the depres-
sion of the 1g30's. On the latter occasion the society donated
somewhat over one thousand dollars altogether to a general
fund for local relief. In proportion to the total resources of
the association or even one year’s earnings, these contributions
were not of major dimensions; still they provided brave ges-
tures which must have aroused appreciation in some guarters,

However, it does not seem likely that either its assistance to
the workers or the efforts of the educational committee were
major factors in the addition of new patrons or members to
the society's rolls. Most of the hew customers apparently
patronized the United cooperative store, or one of its other
departments, because it appealed to them as a more attractive
or more economical place to buy than any of- the private
establishments,

The support of a number of farmers in the neighboring
country was secured by a special program launched in 1931
or 1932, when the cooperative opened a grain department in-
cluding feed, hay, and fertilizer, and employed a man par-
ticularly to sell to those farmers, The society was already
buying milk, eggs, or produce from them. It paid slightly more
than the current price in the Boston market, and, since there
was no broker’s commission to be subtracted from the proceeds,
the farmers found it to their interest to sell to the cooperative.
They soon came to buy from the cooperative as well, not only
farm supplies, but gascline and oil and anything which the
society would deliver to them. Some also came in to purchase
at the store. The grain salesman estimated in 1936 that there
were then 150 farm families among the cooperative’s patrons.
Most of these were also shareholders, but few attended meet-
ings or took any interest in the social activities of the society.
‘While some of the farmers were Finns, most of them were not.

There is no record of the number of customers that the
cooperative business has had from time to time, and the size

1 Co-operation, April, 1027.
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of the membership provides only an approximate index of
the number of patrons. There were “ nearly 500" shareholders
in 1922 and 648 on January 1, 1929. Then there seems to
have been a temporary decrease in membership, as quite a
few moved away from Maynard and had their shares re-
deemed, In 1934, however, there were about 700 shareholders,
and then came an increase to 979 on the first of January, 1936.°

It was in 1935 that the society was required by an N.R.A.
code to pay patronage rebates to non-members in the form of
credit on a share instead of cash until they owned a full share
each, and for 1935 the society reported an increase in mem-
bership of 212. Of the 212, 170 became members by having
their rebates credited towards the purchase of a share in this
way. Only 42 took money from their own pockets to buy
a share, and many of these may have been motivated by the
fact that they had accumulated some credit to their accounts
through their purchases, although not enough to pay for a
full share, Many of these 212 new shareholders had un-
doubtedly been patronizing the society for some time. The
following year there was a further increase of nearly 100 new
members, bringing the total well over 1,000 in 1936.

THE InceEAasE 1IN NoN-FinnisE MEMEERS

The shareholders were still predominantly Finnish as Iate as
1934. There were then not over two hundred non-Finnish
families among the membership, although there were probably
a great many others who purchased at the cooperative. Of the
people who acquired shares in the society in the two following
years most were “ American” and only a few were Finnish,
and at the end of 1936 the shareholders were rather evenly
divided between the Finns and the rest of the local population.

The United Cooperative Society could no longer be ac-
curately described as a Finnish business. The large majority
of the Finnish population, it is true, did belong to the society,
but there were also four hundred or so other families who held

2 Membership statistics were gleaned from minutes of the society’s meetings
and from the files of Co-opevation.
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shares.® There were almost as many who did not own shares,
but made some of their purchases from the cooperative, Ex-
cluding the farm customers who lived outside the town limits,
it may be said that well over one-third of the people in Maynard
owned shares in the United cooperative, and well over half
traded with it in one line or another,

The change which had taken place in the character of the
society in these few years was a significant one., The Kaleva
Cooperative Association had been started by Finns alone, and,
in a sense, it had probably been started as a measure of self-
defense against the “ Americans”. The Finns had always
beeti regarded by the * Americans ”—a large proportion of
whom were only one generation removed from the British
Isles—as * foreigners”, implying that they were of an in-
ferior or at least antagonistic culture. This prejudiced attitude
was promoted by the way that the Finns kept to themselves
and supported one another against the rest of the population.
Thus, it was said that Finns would not patronize a store unless
there were a Finn employed there. However much this might
be caused by language difficulties, it was a fact that the Finns
seemed “ clannish . This fact, perhaps, enhanced the discrimi-
nation which they suffered at the hands of the * Americans "—
especially the Irish. In the face of this discrimination, in turn,
the Finns were thrown back upon themselves as a group and
stimulated to organize their own social organizations.

The founders of the Kaleva may have conceived their
struggle to be one against the * bourgeoisie” rather than
against the “ Americans ™ as such. Thus, it was the individuals
of the middle class whom some of them wanted to exclude
from membership in the early years rather than persons of
other nationalities. Nevertheless, in 1912, after the society had
been in existence for five years and had three hundred mem-
bers, all but one of these were Finnish*

3 The mumber of families who helong to the society cannet be czleulated

exactly from the number of members, because there is often more than one
shareholder in the same family—especially among the Finns.

4 See pages 52-53.
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* AMERICAN ” PARTICIPATION

After the war, when the association had become the United
Cooperative Society, the educational committee began its efforts
to interest “ Americans ” in the cooperative’s activities. Even
at this time, however, the main attempt seemed to be to secure
the “ Americarts’” patronage; while they might buy shares
if they wished, they were not urged to do so. Members who
may have been opposed to bringing * Americans” into the
control of the association, were not aroused by the idea of
extending the cooperative’s business and thus building up its
strength and perhaps the size of its savings to members.® The
meetings of the members continued to be held in Finnish, and
shareholders of other nationalities seldom took part.

Meanwhile, the children of the Finns were growing up as
much Americans as Finns, They were taught English at school,
and although they talked the language of their parents while
at home, in many cases they never learned to read or write
Finnish, Among other children they spoke English, and they
often preferred to use it even among themselves. By 1930 a
number of them were grown and began to participate in the
affairs of the cooperative independently of their parents, Imt
1932, on the recommendation of the board of directors, the
members elected two representatives of this younger genera-
tion to be directors of the society. One was later chosen
president of the board.

The younger generation of Finns did not share their parents’
distrust of the other nationalities. Since they did not feel
primarily Finnish, but American, they wished the society to
be an American organization. And they naturally favored hold-
ing the meetings in the English language.

& The Society did not adhere strictly to the cooperative principle that net
earnings on business with non-members should always be added to reserves
and not drawn upon for patronage dividends to members. (Non-members
were always sntitled to the same rebates as members, in credit towards a
share if not in cash, but they did not always collect them.}
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At the “semi-annual” meeting in August, 1934, Rivers,
the new manager, proposed that subsequent meetings be held
mainly in English, in order to interest the Americans in the
affairs of the society. Translations could be made into Fin-
nish, he said, for the older Finns who could not understand
English. This proposal was adopted, and in February, 1935,
for the first time, the cooperative’s policies were discussed in
the English language.

By this time the number of non-Finnish shareholders was
increasing rapidly, and at this meeting in 1935 Rivers sug-
gested that one or two ““ Americans ” ought to be elected to
the board of directors to represent that section of the mem-
bership. The members followed this suggestion and chose two
‘“ Americans ¥ who had taken a particular interest in the co-
operative, Donald Lent, a high school teacher, and Everett
Haynes, a dairy farmer who had bought $4200-worth of
merchandise from the cooperative in two years.

As another gesture in recognition of the extensive non-
Finnish patronage of the society’s business, * Americans”
were also selected for employees, Yet in 1936 there were still
comparatively few non-Finns among the fifty workers em-
ployed by the society.

QOrrositioNn BY THE OLDER FINNs

This movement towards American participation in the
affairs of the cooperative met opposition from a number of
the older Finns. Employment of an outside educational direc-
tor to interest “ Americans > as well as the younger Finns in
the cooperative movement, for example, was opposed at the
annual meeting in 1934 on the grounds that the society had
been founded for the Finnish people. In protesting the plan
to have the cooperative meetings in English one speaker said:
*“ The Finnish people who founded this store aren't dead yet.
While we are still here, let us educate the younger Finnish
people to the cooperative plan and after us they can educate
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their children. Do not have the meetings in English, because
this is a Finnish firm”*® '

The opposition succeeded in defeating the project for an
educational director at the time. At the end of 1934, however,
a2 modified scheme was adopted for educational work under
the direction of a man from the Eastern Cooperative League.
And at the meeting of the members in February, 1936, an
educational plan substantially the same as that proposed two
years earlier was again proposed; this time the motion was
carried. It was supported by Otto Fonsell, the secretary of the
society, on pecuniary grounds—* In the future, this expense
will bear fruit, The money will come back to us.” Later in the
meeting, however, when Fonsell said that he hesitated to be-
come secretary again, since the board meetings were largely
conducted in English, one of the Finns remarked: “I want to
mention one small point, that the Society is still a Finnish
concern, so let us try to keep it that way.” "

The attitude of the older Finns was evidently shared by
many of the Women’s Guild, whose meetings were conducted
entirely in Finnish, At one of their meetings, at which the wife
of the manager presided, one of the leaders pointed out that
cooperation did not belong to the Finnish people any more than
it belonged to the English people who had started it at Roch-
dale in 1844. It was an international institution, she said, and
the members of the Maynard society must expect it to be ex-
tended to the * American " population and even expect to lose
control of it some day to them. There was no reply to this
argument at the time, but when the meeting was ending a
Finnish woman arose and asked the chairman whether there
was any danger of the * Americans ” ever getting control of
the society, The chairman assured her that there was not, that
the Finns would always retain control®

6 English transcript of meeting of United Cooperative Society, February
24, 1934«

7 Transcript, meeting of United Cooperative Society, Febriary 17, 1936,

8"American ™ customers have been known to comment on the way some
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THE ATTITUDE OF * AMERICAN ¥’ MEMBERS

The struggle concerning the preservation of Finnish control
was within the ranks of the Finns themselves. The “ Ameri-
cans ” who were made directors of the society, were elected
not by “ American ¥ votes but by Finnish votes., *“ American "
members, of course, could hardly be expected to attend meet-
ings, while the meetings were still held in Finnish. Yet even
after the official language had been changed to English, rela-
tively few of the “ American ™ shareholders were present at
the meetings.

Of the total membership of nearly one thousand in 1936,
not over two hundred came to the annual meeting in February,
and even less attended the * semi-annual” meeting in the
middle of the summer, All but a handful of the participants in
these meetings were Finnish. The attitude of the non-Finnish
shareholders towards the cooperative was inevitably quite dif-
ferent from that of the Finns—their attachment more recent
and their interest more superficial; they were not likely to form
the habit of attending meetings at once. There was actually
little chance, for the present, that the direction of the association
would be taken over by a majority composed of the * Ameri-
can” shareholders,

Not only did the ™ Americans ” feel that the Finns held a
priority in the society, but for the most part they were quite
content to let the Finns direct it. One “ American ” resident,
for example, who was liberal in his opinions and rather
sympathetic towards the cooperative society, was afraid that it
was a bad thing to bring the “ American ” group into a share
of the control. The Finns had the necessary solidarity to agree
on policy, he said, while the “Americans ” had many different
opinions, and each wanted to put his forward; it would be
harder to get them to agree. Another friendly “ American”
wondered why the Finns had even wanted to extend the co-

of the Finns would stand around the store, when cthers came in, with ex-
pressions which seemed to say, “ This is my store, but I'll let you buy here”
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operative’s trade to the rest of the population. He also felt that
it would be a mistake if the control were to shift from the
Finns to the * Americans ”—the Finns had built it up and
made it a success, and they ought to continue to run it. It would
never do to let politics get into it, he said.

One of the “ American ” directors of the society pointed out
that local people had seen the Riverside cooperative, run by
English-speaking inhabitants, going downhill and finally clos-
ing altogether a few years ago, while the Finnish society grew
from nothing into a more prosperous institution than the
earlier association had ever been. The * Americans” were
also, perhaps, inclined to assign to the Finns, who constantly
presented 2 united front to the rest of the population, a greater
capacity for cooperation than had they themselves, whose
political and religious bickerings they more readily observed.

Tae Actuar Exzercise orF CoNTROL

Thus, control of the policies of the United Cooperative So-
ciety was exercised by the 150-0dd Finrish members who
attended the meetings fairly regularly. This meant to a large
extent the older Finns, The earliest members of the society,
they naturally took the keenest interest in its affairs and felt
most responsible for its direction. Most of the younger genera-
tion of the Finns, who are apparently inclined to take the co-
operative for granted, failed to come to the meetings, The
cocperative therefore faces an important problem to maintain
any effective membership-participation in its affairs, when the
older Finns pass from the scene.

A careful observer cannot help noting that, in the course of
the society’s successful business development, there have oc-
curred certain departures from the principles on which a co-
operative is supposed to be based. A cooperative business,
theoretically at least, is one which is owned by the people it
serves and is controlled by them. Each member presumably
feels a stake in the undertaking, and many of the evils of
private business are said to be absent, because the consumer is
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really serving himself. To many of its advocates, moreover,
a cooperative is as much a social institution as an economic one:
a feeling of common interest fostered by social and educational
activities is viewed as an essential attribute, -

The majority of the customers of the United Cooperative
Society in 1936, however, were either non-members or mem-
bers in name oniy. Well over a thousand families did business
with the society in one department or another, and of these
perhaps 750 or 800 owned shares. But a substantial proportion
of- th&se shareholders became such without ever investing a
cent in the cooperative, merely by the accomulation of $5-worth
of rebates on their patronage. These people naturally felt no.
sense of ownership in the business; to most of them it was
merely a business which provided attractive service and re-
turned them a percentage on their trade at the end of the year.
They may have been aware that the business was eonducted
without commercial profit, but that was not the reason that
they traded there. Only one-fifth of the total membership came
to the official meetings of the soclety. While 2 somewhat larger
number probably attended the social or educational meetings,
the majority of the members did not participate in any of the
affairs of the association.®

THE CEANGING Sociar PHILosOPHY OF THE MEMBERS

It may be that such problems were bound to arise with the
extension of the society beyond the Finnish population. Yet
-one can also distinguish a change in the social philosophy of
the Finnish cooperators themselves. The original members of
the society were energetic and militant Socialists. They be-
lieved in the existence of a significant class struggle, and the
cooperative store they conceived as an instrument of the work-
ing class in its fight to win power from the owning classes.

9 It may be rematked that the failure of many members to exercise their
rights was no more a breach of cooperative principles than the failure of
many citizens to vote in a democracy. Non-voters always have the privilege
of participating in control if they feel sufhiciently concerned. The fact that
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The change in the character of the cooperative, according
to one of the leaders of this carly group, began to occur with
the acquisition of an efficient manager and with growing busi-
ness success. In the early years the members took an active
part in the running of the business. There was a series of
short-lived managers, mostly drawn from their own numbers,
until Waldemar Niemela was brought in from the Middle West
to manage the business. With the latter’s arrival the coopera-
tive commenced to add new lines of business to the original
store and secured much wider patronage.

Niemela took a professional attitude towards his job, puttm g
-the practical details of business ahead 6f impractical idealism,
and he was an able executive.

Meanwhile the optimistie militancy of the local Socialists
was broken by the évents of the war. The strength of the
Socialist -International -vanished with the decision of the
Socialist groups in various countries to support their respective
governments in waging the wan, While the American party did
not follow suit, a conflict on policy developed and was brought
to a crisis by the Bolshevist revolution in Russia and—for
American Finns—by the unsuccessful revolt in Finland at the
same period. Control of the Socialist party in America and
in Maynard fell to the larger group which deplored the revolu-
tion and shrank from its violence; the militant element in
Maynard, as was noted, split off and formed a small Com-
munist organization. The group in control of the Kaleva Co-
operative not only lost some of its most progressive elementss
but reacted in a conservative direction in the face of attacks
by the Communist group.

Failure to win support seemingly made the Communists in-
creasingly bitter and disloyal to the cooperative saciety. From
their viewpoint, of course, the cooperative was properly an
“ agent of the working-class revolt . If it did not fulfill that
function it became meaningless in their eyes— even a “tool
of bourgeois hegemony ”. They ordered food from the coop-

they do not do so in practice, however, certainly weakens the effectiveness
of the democratic method
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erative store on credit for their social affairs and accumulated
a debt of several hundred dollars. Then their hall burned down.
Whether this loss imposed on the group a large financial burden
or not, they made no attempt to make good their account at
the cooperative, and went so_far as to suggest that their de-
frauding of the society was justified by its failure to assist
Communist endeavors.

Most of the Communists subsequently ceased to patronize
the United Cooperative Society, and even bought from the
more conservative First National Association in hopes of
weakening the former,

As grounds for their charges of the cooperative’s betrayal of
the working-class movement the Communists conld cite such ex-
amples as these: At the “ semi-annual ” meeting in the summer
of 1926 the members voted to send $200 to the English coal
miners to help them in their strike; but only half of this sum
was ever sent. The manager explained at the meeting in the
following winter that this seemed like a rather remote group to
assist, and he had thought $100 was enough to send. A year or
two later the society became affiliated with the Red and White
Stores Company, a private firm sponsoring a voluntary chain
among independent grocery stores to provide them with some
of the advantages of the chain store system. (See pages 107,
132.) This arrangement was undertaken by the board of di-
rectors without a specific vote of approval from the member-
ship and, according to the testimony of one of the Communists,
after the members had expressed their disapproval of the
project at the preceding membership meeting.

The society, or at least the Finnish members who exercised
control, continued to be sympathetic to the local labor union,
and set up “ soup-kitchens * to feed the pickets during strikes.
Nevertheless, one of the directors of the United Cooperative
Society, who was a petty boss at the mill, filled the job of a
striker during the strike of September, 1934, rather than risk
losing his own job, To the “ radical ” this seemed a betrayal
of the workers, yet this man was re-elected to the board of
the society,
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The other directors of the cooperative, it was pointed out,
included an insurance agent, and two teachers, whom the Com-
munists hardly considered representatives of the * laboring
classes,” The members had even elected a minister to the
board in 1935. One of the teachers was president of the society.
While apparently a progressive in his views and in his teach-
ing, this man was obviously not 2 Markian Socialist. He be-
lieved, moreover, that teachers deserved better remuneration
than factory workers because of the greater ability and train-
ing which teaching required.

The president asserted that not over half of the Finnish
members of the cooperative were Socialists; he thought the
majority might be Republicans if anything. The first half of
this claim is apparently borne out by election figures. In the
election of 1932 the total radical vote in Maynard, including
the Communists as well as the Socialists, was approximately
200, It was even less in 1936, when the Socialist local joined
with the conservative wing of the party and decided not to
vote for Norman Thomas. In both of these elections, however,
most of the Finns evidently voted for Franklin D. Roosevelt
rather than for the Republican candidate.

One local observer questioned whether, even among the
Finns, there was any real understanding of what cooperation
meant. Most of the Finns had a strong belief in cooperation
as a name, just as a “ birthright ” Republican believes in Re-
publicanism, and the Finns had 2 more thorough-going faith,
since the cooperative had played an important part in their
social life. Yet much of the evangelical spirit was lacking.

‘The society had early been a supporter of cooperative fed-
eration. Niemela had maintained contact with the Cooperative
League from the time of its establishment in 1916, and they
had cooperated with societies of different nationalities in
Massachusetts in attempts to form 2 New England Cooperative
Wholesale at the close of the war, Later the Maynard coopera-
tive helped to establish the Eastern Cooperative League and the
Eastern Cooperative Wholesale. As the most successful member
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society in the Eastern League in recent years it has natarally
played an important role. Nevertheless, it was now a modest,
penny-wise support which the United Cooperative Society gave
to the Wholesale. A branch office of the Wholesale was estab-
lished in Boston in 1936 almost as much in spite of the society
as because of it.

Despite their supposed faith in cooperation, the Finns were
not greatly interested in promoting the growth of cooperatives
in neighboring territory. A delegation from the Maynard so-
ciety, which was invited to visit an interested group in Cam-
bridge, proved to be rather a * wet blanket 7. After recounting
their experiences in the United Cooperative Saciety, they ob-
served that it seemed doubtful whether or not “ Americans ”
could practice cooperation successfully.

THEE YouNGER FINNS

Thus, the older generation of Finns, for the most part
radical Socialists in their youth, have grown more conserva-
tive, Their children, moreover, have not captured the fire of
their own earfier years. The rivalry for their allegiance of two
conflicting caltures has, perhaps, absorbed the younger genera-
tion, and they have come to exhibit the same social philosophy
—or lack of social philosophy—that characterizes the * Ameri-
can" population. The Finns as a group did not succeed in
passing on to their children any vital interest in the cooperative
society.

About 1932 a number of the young members attended a
cooperative summer institute at Brookwood Labor College.
Their interest in the movement was stimulated, and on their
return they organized a ‘“Young Cooperators’ Club” in
Maynard, including some youths of other than Finnish
parentage, They held meetings every two weeks on the second
floor of the cooperative’s main building, arranged banquets,
and staged shows. The club had at one time close to two hun-
dred members. By 1936, however, many of them seemed to
have lost interest, and the membership had shrunk to thirty-five,
While the club may have contributed to the large increase in
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membership and trade in the cooperative society between 1934
and 1936, it did not seem to play an important role in deter-
mining the policies of the society.

The younger generation of Finns was not lacking in talent,
nor in the breadth of its interests, nor in energy. The ability
its members displayed in school has already been mentioned.
Taken as a group, they would probably compare favorably with
the youth of most middle-class American communities, Their
lack of interest in the society might be explained by the fact
that the Maynard cooperative was not an ideal but a reality.
It was not a new idea appealing to their enthusiasm, but an
institution whose hardest battles had already been fought.

THE MATERIAL WEALTH GF THE SOCIETY

A local business man, who was losing his own business,
said of the United Cooperative Society: * They've got too
much invested in their business to be radical.” It is true that
the society has built up its properties to a considerable amount;
the published net worth at the end of 1936 was nearly
$100,000,"° or $100 per member. The book value of the com-
mon stock was about $25 per share, or five times its par value,
such is the size of the surplus that has been built up by the
society in its thirty years’ existence. It must be remembered,
however, that 2 member cannot sell his shares at more than
par value, and they are redeemable only when he moves away
from Maynard. While a member is permitted to own forty
shares of common stock, most members hold only a share or
two each, Thus, the implication of this man’s statement is not
true, at least in the usual sense, Most of the property of the
cooperative is  social capifal ”, available to any consumer who
wishes to take advantage of it in purchasing goods and services.

‘Whatever the explanation, nevertheless, the United Coopera-
tive Society of Maynard does seem to have grown more con-
servative, at the same time that it has achieved an increasing
degree of business success.

10 Including net earnings of $23,000 for the Iast twelve months, most of
which was subsequently paid cut in patronage refunds.



CHAPTER VI

AN ECONOMIC APPRAISAL OF THE
UNITED COOPERATIVE_ SOCIETY

IT has already been indicated ih the forégoing account of
the growth of the United Cooperative Society that it has
achievedl a relatively efficient business organization, It hardly
seems likely that it would have secured an increasing propor-
tion of the local patronage if its operations were more ex-
pensive than those of other stores in Maynard. Nevertheless,
rather than rely on such circumstantial evidence, the writer
attempted an analysis of the economy of the cooperative and
endeavored to measure the savings which the society actually
made for its members. '

This problem appears simple at first, but grows more com-
plex as underlying assumptions are investigated. Since it is
the policy of a Rochdale cooperative to sell at the level of
prices prevailing in private stores and to return to its members
in the form of patronage dividends the difference between
these prices and its costs of operation, it might be assumed
that any patronage rebates the cooperative was able to make
represented savings as compared to purchases from private
merchants, and that the amount of the saving was plainly
measured by the size of the rebate. The United Cooperative
Society provided in its by-laws that “ in setting selling prices
on goods, prevailing market prices of the vicinity shall be
followed as much as it may be possible,”” Determining just
what the prevailing prices are, however, is sometimes a dif-
ficult problem.

Prices can usually be determined in lines of trade where
single commodities are of major importance. Thus, it was
easily confirmed that prices were uniform for mik and for
gasoline, though even in these cases there might be differences
in quality which the prices did not take into account. Prices
for coal, ice, fuel oil, and farm supplies were stated by mem-
bers to be the same for the cooperative as for private dealers.

84
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Vet mqmry by the writer showed that even the two coal
merchants in Maynard did not charge identical pnces Evi-
dently, uniforthity of prices for such products in Maynard
could not be taken for granted.

Half of the society’s business was transacted in its grocery
stores. In the grocery business, where the number of different
commodities is very great and neither quality nor service may
be comparable, it is difficult to measure except in a very general
way the level of prices at any store. _

According to the general manager, the United Cooperative
Society attempted to follow chain store prices for comparable
articles, They checked the prices of chain store * specia
at the beginning of each week and again at the beginning
of the weekend when the bulk of the week’s food busi-
ness was transacted. They also investigated chain store prices
more generaily every month. The society then followed
these prices rather closely, If the prices of the chain stores
dropped to the wholesale cost or below, however, the coopera-
tive did not always follow suit. The prices of the independent
merchants, who did not advertise, were not regularly checked.
Nor, for that matter, would they be able to compare their
prices with chain store prices for articles that were not adver-
tised—fresh vegetables, some meats, and grocery items of
relatively minor importance, On articles of this sort the
manager stated that they merely applied what seemed i rea-
sonable mark-up.

1 Prices for coal and fuel oil were secured by mail as of August 4, 1030
Prices charged per ton of nut coal by the United Cooperative Society and
the two private dealers, respectively, were $12.50, $13.00, and $1200 an a
charge account basis ; $12.00, $11.64, and $12.00, for cash on delivery {cash in
ten days in the case of the cooperative). The cooperative price for # 2 grade
fuel ol on the same date was 34 ¢ higher than that of the one private dealer
in Maynard (grade not specified), a difference equivalent to 4 per cent
of the price.

These comparisons suggest that private dealers in coal and oil may cut
under the cooperative price by an amount roughly equal to the prospective
rebate by the cooperative.

For details of this inguiry see Appendix L.
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There were in Maynard some 35 food stores besides the
cooperative. Of these, seven were chain stores. The chain stores,
however, were larger than the stores of the independent:
merchants; they probably handled among them, about half
of the private food business in town.* Two of the chain stores,
in particular, were quite large and attractive—a Great Atlantic
and Pacific Tea Company store and a First National Stores
Company store. Each of these had as much and possibly more
floor space than the cooperative. They were, of course, sup-
ported by ample advertising in the Boston newspapers. The
independent merchants not only did not advertise, but were for
the most part smaller stores and less up-to-date. Certain of
thern were run by foreign-born people who enjoyed the trade
of their particular nationality, and many were neighborhood
stores. Factors such as nationality, personal friendship, and
neighborhood location were thus important in securing them
each with a share of trade, as well as the more strictly eco-
nomic, competitive factors such as price, quality, and store
facilities. The chain stores, on the other hand, based their
appeal on econemic efficiency. Any test of the cooperative’s
economy ought, it would seem, to be made in comparison with
the chain establishments. The manager of the cooperative
stated that he considered their chief competition was the chain
stores, and that the new customers they attracted were drawn
mainly from the patronage of those stores.

CoMPARISON OF PRICES, QUALITY AND SERVICE

A brief comparison of prices in the cooperative with prices
in three different chain*stores—the large A&P and First Na-
tional stores and an “ Economy Store ”—was made by the
writer in June, 1936. Confined to twelve of the more important
grocery items, this was not a comprehensive survey, It indi-
cated, however, in the first place, that prices at the various
chain stores were relatively uniform. Moreover, prices charged

2 This statersent is based on the manager’s estimate for one chain store,

an employee's estimate for ancther, and the writer's own guesses as to the
sales of the other chain stores.
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by the cooperative for the staples—coffee, sugar, potatoes,
bread, butter, milk—were about the same as those charged
by the chain stores (bread was higher, but potatoes were
cheaper at the cooperative). On the other hand, goods sold
Iargely under nationaily-advertised brands, such as Crisco, -
Royal Baking Powder, Heinz soups, etc., were 5 to 10 per
cent more expensive at the cooperative than at the chains,

The results of such a spot study of prices, even with a more
adequate number of articles, would not be at all conclusive as
to the general run of prices charged by the cooperative over
a period of years. A sounder judgment, in the writer’s opinion,
might be furnished by a resident of Maynard, who shopped
at the various stores and had watched the relative prices over
a considerable period in order to determine at which store to
purchase, Accordingly, during the writer’s visit to Maynard
in 1936 he secured answers concerning this question of prices
from nineteen non-Finnish residents, none of whom was known
to be actively interested in the cooperative society nor was him-
self (or herself) a competitor. Eleven of these thought that
the prices of the cooperative store were no higher than those
of the chain stores, and one said that they were lower. Six
persons stated that the cooperative’s prices were more or less
higher, One other consumer testified that the cooperative’s
prices were the same as those at the chain stores if allowance
were made for quality. -

There seemed to the writer to be general agreement in May-
nard that goods sold by the cooperative store were of better
quality than those sold by the chain stores.® Similar views on
this question were found by an invéstigator for the “ Con-
sumer’s Guide ” in Maynard in the latter part of 1936. The
first housewife questioned, to quote this report, said:*

3 The only dissenting opinion heard by the writer was expressed by the
operator of one of the private gasoline stations with which the cooperative
bhad recently come into competition.

4U. 5. Agricultural Adjustment Administration, Consumers Gisde, Val,
IIL, No. 25 (Feb. 8th, 1937}, pD. 7-12. .
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* 1 started buying at the co-op, because they kept their vegetables
nice and fresh. They were first in town to use that apparatus that
keeps spraying clouds of fine vapor over the vegetables. That's
what started me buying there. I found everything else was good,
too, sa I kept on.”

Next door they had praise for the dependable freshness of the
co-op’s butter and eggs, though they had friends in the coal and
milk business and patronized them. ¥ The bakery was the first at-
traction for me”, said the housewife down the block. * No baked
goods in town can compare with the co-op’s.”

A mother in a mill family said she started buying at the cooper-
ative because they were the first in Maynard to pasteurize milk. . . .

Meat guality was mentioned more than any other merchandise
lure to first purchases. . ..

.. . The branch store’s soda fountain was conceded by the town
to be the best place to eat. . ..

The local newspaper reporter explained to the writer that the
cooperative wasn’t in business for its own profit, so that they
didn't have to buy things just because they were cheap as the
other stores did; he thought they tried to get good quality in
everything.

The cooperative milk was declared by the society to be of
better quality than that delivered by private dealers in May-
nard. According to a report of the Massachusetts Department
of Health, the date of which is not known, milk delivered by
the United Cooperative Society had the “ lowest bacteria count
in the state; solids, 13.52% (1% % above standard) and
butter fat, 4.25% ({.9% above standard}.” *

A comparison of the economy of buying from a particular
retail store must not neglect the amount of service it renders
to its patrons. Are they called upon to render certain services
themselves, which they would have performed for them at

5 Quoted in “ Depression Dollars Made Elastic”, a leafiet published by
the United Cooperative Society about 1935. According to the findings of an
investigator for the State Milk Control Board, reported in the Moysard
Enterprize in the summer of 1935, milk sold by the cooperative contained

" 415% butter fat, 13-149% sclids,
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other stores? Are they given special facilities such as credit?
Maust they wait in line at the store?

The cooperative did provide limited credit facilities, Accord-
ing to the manager, about one hundred families were allowed
credit at the store for a period not exceeding one week, Pay-
ment of these accounts was called for on Friday or Saturday
following the payment of wages by the mill. Payment for
milk delivered during the week was collected at the same time.
Coal and grain were aiso sold on this type of arrangement.
Some enforcement of the credit limitations is indicated by the
semi-annual balance sheets from 1935 through 1938, which
show accounts receivable to be 10-20 per cent of a month’s
sales, The independent grocers in Maynard probably allowed
credit on a much more liberal basis than this. Nevertheless, as
compared with the chain stores the cooperative’s policy was an
extra convenience for those customers who did have weekly
charge accounts.

The cooperative provided a fairly complete delivery service
—operating eleven trucks in 1938—without any extra charge.
Delivery was also furnished by the independent grocery stores;
the chain stores, however, delivered only a few of the larger
orders,

In the opinion of several non-Finnish customers who testi-
fied on this point, both the delivery service and the service
provided them in the store by the cooperative were very good.
It was also said that it was very easy to adjust complaints with
the cooperative,

Another comparison which might well be made is one of the
general attractiveness of the store facilities. Here also the
society would seem to compare favorably with private mer-
chants, The main store had a rather old-fashioned front ac-
cording to the most advanced standards, but one not ap-
preciably inferior to any of the private stores in Maynard; its
interior fittings and arrangement were about as attractive as
those of the private stores. The new branch store of the society
was much superior in both appearance and equipment to any
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other store in town, and compared favorably with stores in
large cities. It was a brick building, conventional enocugh in
structure, but adorned with a modern green and tan front of
vitrolite glass and a large neon sign. The interior was light
and spacious, modern in materials and equipment. It contained,
in addition to a grocery store complete with meats and fruits
and vegetables, counters for bakery goods, candy and drugs,
and along one whole side a soda fountain and tables in booths
against the wall for soda and luncheonette service, The service
station, built a year or two earlier than the new store, was also
modern in &ppearance and well equipped.

AN ADVANTAGE PECULIAR TO THE COOPERATIVE

A further advantage to consumers and one of no little im-
portance, inhered in the basic distinction between a consumers’
cooperative society and a private business. The proprietor of
a private store is operating for his own profit. Even though
he may by inclination be more interested in the service he
renders to his customers, his principal standard of success is
the income which he is able to secure. His income depends on
the difference between his costs and the prices at which he sells,
and on the volume of sales he handles.

Thus, he is, on the one hand, interested in expanding his
margin of profit either by reducing expenses or by raising
prices. He is also interested, however, in making his volume
of business as large as possible. In this fact lies the consumers’
protection against higher prices. Whether this source of pro-
tection is effective or not, the ordinary consumer does tend to
shop around from one store to another in an effort to be sure
that he or she is not paying extra merely to enrich some par-
ticular merchant,

In a cooperative business the manager is generally paid a
fixed salary; the profits do not go to individual owners, but
belong to the consumers in proportion to their purchases, and
they may pay every cent of them back to themselves if they
so desire, They need no longer go from one store to another
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to compare prices. So long as the consumers feel that the
management of the cooperative is honest and reasonably ef-
fictent, they can buy in the assurance that any profits which
may accrue through excessive prices, will be theirs at the end
of the year. This does logically imply, of course, that each
consumer should interest himself in the management of the
society, at least to the extent of chovsing reliable men for the
board of directors, and securing checks on the honesty and
efficiency of the salaried personnel® As a matter of fact, few
of the non-Finnish patrons of the Maynard society had
bothered to participate even to this extent; instead, most of
them did shop around to be sure that they were securing the
best values possible through the cooperative. Many of the
Finnish members, on the other hand, who attended the annual
meetings and interested themselves in the success of the society,
had implicit faith in their ability to serve themselves through
this form of organization better than private business men
would serve them. They did not hother to shop around, but
purchased everything from their cooperative as a matter of
course. They realized in this way a considerable savmg in time
and in trouble.”

6 The United Cooperative Society, for example, issued a detailed account-
ing statement every six months, audited by the Coopearative League Account-
ing Bureau. Inventories were checked by the board of directors, and monthly
statistical reports were required of the manager by the board,

7 Consumers accept it as an obvicus fact that private stores try to secure
as good prices as possible for what they sell, They are not so generally
avare of the subtle pressure often exerted by the salesman to increase the
size of the purchase x little, and %o sell the articles onr which the profit
margins are largest. Such practices are exemplified by the mottoes on the
walls of a2 wholesale grocery warchouse visited by the writer: ™ Make it
easy for Mrs, Consumer to buy what you want to sell her,” and * Display
profitable foods.” The members of the United Cooperative Society, whao had
evidently been annoyed by such practices, had made it 2 rule that employees
were never to try to increase the size of a customer's purchase. While it
may not be true that the managers and employees of cooperatives have no
incentive to push sales or charge higher prices, the relationship between the
societies’ sales or eatnings and theit remuneration is at most an indirect one.
The same cannot be said of the manager of a chain store, much less of an
independsnt merchant,
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EFrFECT OF THE COOPERATIVE ON RETAIL PrIc:s

It has been tacitly assumed up to this point that the prices
charged by private merchants in Maynard were determined
entirely by forces beyond the influence of the cooperative so-
ciety; it has not been-suggested that the existence of the co-
operative might have had some effect on local retail prices. The
question may now be raised whether the prices set by the co-
operative itself, together with the rebate it was likely to pay,
may have been taken.into consideration by local retailers in
deciding what prices they would ask,

If it is true that the competition of the cooperative tended
to lower the prices prevailing in the community as a whole,
then the cooperative refund represented only part of the saving
achieved for members by the cooperative society. Not only
members of the cooperative but all local consumers would then
have been benefiting by the reduction in retail prices.

Had the existence of the United Cooperative Society had
any effect upon retail prices in Maynard? There is some evi-
dence that cooperative competition had led to reduced prices in
at least two or three instances, Such cases may have resulted
in substantial savings to Maynard consumers.

An assertion to this effect was made by Waldemar Niemela,
former manager of the society, in a letter to the writer from
which the following passage is guoted:

In the facts of summing up the economic value of the co-
operative to the consumer, I want to point out that in addition to
the patronage refunds, and other things that you mention, there
are concrete examples of benefits that you have not been able to
discover in Maynard. In general, other benefits derived by the
consumer because there is a cooperative in the community are
much greater than patronage refunds.

An example in which I have had personal experience: When
privately owned bakeries in Maynard increased the price of bread
by one cent a loaf . . . the cooperative established a bakery. By the
time the cooperative bakery was ready to produce bread, the price
had gone back to the original level. . . .
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Another example: When the United Cooperative membership
voted to establish a coal department,-and proceeded to buy land
and construct buildings and side tracks, the price of coal in the
town of Maynard weni down one dollar 3 ton. The price level of
coal in the town of Maynard has stayed below the normal retail
price ever since. This is very easy to compare because in the
neighboring towns a few miles away the wholesale cost of coal,
freight and everything included, is the same, yet the retail price
in Maynard is always lower.

Milk is another case. Years ago, even, after the pasteurizing
plant was complete, the United Cooperative Society sold milk in
Maynard at a price which was several cents per quart below the
price at which it was being sold in cities like Boston. Since the
law regulating the milk industry and prices went into effect, the
United Cooperative Society was compelled with the rest of the
milk dealers in the arez to raise the price of milk fo that of the
larger cities such as Boston. The cooperative, due to the economical
ways of doing business, made an enormous profit from milk from
that time on. In order fo avoid making large amounts of money
to be turned back to the customers, the cooperative began to im-
prove the quality of the milk. They increased the butter fat content
to the upper limit provided by law. In the state of Massachusetts,
the law for butter fat content is 3.35% and the industry has
adopted a standard of about 3.6%, but the cooperative was selling
milk testing 4.2% butter fat content. This extremely rich milk
was sold at the price of regular milk. . . ¢

The writer was not able to verify the statement concerning
the price of bread. In the case of coal, on the other hand,
price quotations were secured in August, 1939, from thirteen
dealers in six nearby towns® as well as from the two private
coal merchants in Maynard, The cash prices charged for nut
coal by both dealers in Maynard were lower than those of any
one of the thirteen in other communities, by a margin rang-
ing from $.50 to $1.50 per ton. The Maynard prices, on either

8 Letter of August 3, 1925

9 These towns, ranging in size from 5,000 to 19000 population, were
Billerica, Clinton, Concord, Framingham, Marlboro, and Norwood.
For details of the inquiry, whick was made by mail, see Appendix I
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a credit or 2 cash basis, were on the average approximately
$1.00 less. For buckwheat size coal (which the cooperative did
not have in stock at the time) the difference was less marked.

A report to the effect that local milk prices had been lowered
around 192z by the competition of the cooperative was noted
in Chapter IV, The quality of the cooperative milk in recent
years has also been noted. The writer failed to secure any
record of the characteristics of the milk sold locally by private
dealers, -

May there have been other cases where the cooperative
business had had some effect on its competitors’ prices? Ap-
parently this was not true in the case of fuel oil. Comparison
in 1939 showed the prices of dealers in neighboring towns to
be the same as those of the private fuel oil dealer in Maynard
in most cases. The price of the cooperative society for fuel oil
was higher than that of its local competitor at that time. For
grain, hay, and fertilizer it is possible that prices had been
reduced. The gross margin on which the society operated its
grain department, as in the case of coal, was lower than typical
gross margins of prjvate firms as reported to Dun and Brad-
street, Inc. (See Table 3.)

These instances cover only a few of the many commodities
purchased by consumers. Still, a saving of a dollar on each
ton of coal and reductions of one cent on a loaf of bread
and of a cent or more for each quart of milk, where they oc-
curred, would amount to a substantial sum over a twelve-month
period. They would also be shared by all consumers. Conse-
quently, while there is too little evidence to prove that such
benefits were more important than the patronage refunds of
the cooperative, these savings must be added in this appraisal
to the others achieved by the United Cooperative Society.

CoxcLusioNs CoNCERNING COOPERATIVE SAVINGS

It should be evident from the foregoing discussion that the
savings to consumers which may have resulted from the ex-
istence of the United Cooperative Society cannot be measured
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in any exact manner, Nevertheless, the following conclusions
can be stated: ‘ :

The cooperative has achieved monetary savings for its
patrons in recent years. These savings were probably at least
as large as the refunds paid on purchases, The prices charged
by the society in its main food store, on the- basis of local
testimony, were but little higher than those in the prineipal
chain stores; against this may be set both delivery service and
superior quality at the cooperative. Prices charged by the so-
ciety for other commodities were about the same as those
charged by private dealers. Moreover, there were cases in
which the prices charged by the private merchants as well as
those of the cooperative were lower as a result of cooperative
competition, consequently providing savings for all consumers
in Maynard.

In addition, consumers secured certain benefits besides the
monetary saving. Thus, the cooperative society provided, in the
case of the branch store, more attractive facilities than did its
principal competitors. Customers on the cooperative’s milk
routes apparently received a higher quality product than that
supplied by private dealers at the same price. Furthermore, if
the consumer satisfied himself of the honesty and efficiency
of the management through personal participation in its selec-
tion and control, he could dispense with the considerable ex-
penditure of time involved in comparing values in the various
competing establishments.

A check on the conclusions concerning the savings realized
by the cooperative business may be secured from an examina-
tion of the accounting statements of the United Cooperative
Society and a comparison of its operations with those of private
business.

OPERATING RATIOS AND NET EARNINGS

Attention may first be directed to the income and expenses
of the cooperative for all departments including the bakery
and milk pasteurization plant, for the year 1936 (the time of
the writer’s visit to Maynard). The cost of its merchandise
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TABLE 3

COMPARISON OF THE OPLRATIONS oF THB MAYNARD COOPERATIVE AND
Private Reran. MErcHANTS, 1938

A. }malyms of the Cperations of United Cooperative Bociety of Maynard
: (Derived from Operating Statements, Year 1938)

Gross Oper.

Department Sales Margin Ezpenses HNet

] % % %
Total coociivvinnnnanans 475931 241 185 56
Main Sbore oeuveern.. 186,063 = 1642 1386 256
Branch Store .......... 71440 204 87 i7
Milkk ...oovvivnivinsnen 88,335 3775 2625 115
Coal vovivvniiianicnnan 41828 210
Grain ovvernennnnnens. 54867 101 } 103 1%
Fuel Oil & Iee ......... 27,132 3048 105 It1
Gas Station .,.......... 26,255, 288 58 i18
Bakery Produetion ..... 37,757 82 304 58
Net Earnings from the operation of all depattments ...... 526,485

Plus: Other Income
(Caszh discounts, rent, collection of bad debts, ete) .. 2,050

Leass: Other Expenses 1,245
(Education, rented space, bad debts, ete) .......... 4,185

B. Analysis of the Operations of Private Retail Merchants
(Statistics selected from Dun & Bradstreet Retail Survey, 1937)

{Median Figures)
HNo. G'ross Oyper.

Type of Bumnesz Reporting Sales Margin  Ezxzpensese Net

$ % % %
Grocery & Mesat stores . 1051 34,300 185 164 21
Milk distributers ...... 63 47 800 428 404 24
Coal dealers ........... 124 32,500 259 241 iB
Filling stations ........ 997 16,700 233 210 23
Feed, grain & hay ..... 238 68,500 169 132 27

* Interdepartmental sales, not included in Total sales.
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represented 76 per cent of its total sales, leaving the business a
margin of 24 per cent on which to operate 2ll its departments.
Its actual expenses, including interest on capital, were 1844
per ceat, so that the cooperative had earned a surplus for the
year of 534 per cent. From this surplus, then, the society was
able to return to all patrons 4 per cent on their purchases, ap-
propriate $2,000 for educational work, and still have 1 per
cent remaining to add to cash reserves or to build up its
business facilities.*

It will be observed from the operating statements in Table 3
that the proportion of savings** to the volume of business
varied considerably trom one department to another. Savings
on the business handled in the stores were smaller than those
in other activities. In the main store, where over one-third of
all the cooperative’s business was-transacted, net earnings or
savings were 2Y4 per cent of sales. Savings in the branch store
were even less. In the dairy, the service station, and the fuel
oil and ice department, on the other hand, net earnings were
much greater. Savings in each of these departments were more
than It per cent of sales. Patronage rebates, however, were
paid at the same rate on all purchases, whether from the stores
or from the dairy or the gasoline station. Thus, the larger sav-
ings of the dairy, service station, and fuel oil and ice depart-
ments were drawn upon in order to make possible the payment
of a rebate of 4 per cent on the stores’ share of the business,
and the amount which was added to permanent surplus was
realized in these other departments, Nevertheless, savings were
made in every department of the cooperative’s business.

10 Net carnings and the ratio of expenses fo sales were both more favor-
abie in 1035 when the detailed analysis was made than in other recent years.
Expenses were 10.2% of sales in 1935 and increased in 1937 and 1938 to
10.5% and 21.0% respectively, Net earnings were 5.1% in o35 and decreased
to 4.0% in 1937 and 3.7% in 1938

11 The terms “savings " and ©nel earnings " are used interchangeably by
the writer to denote the difference between sales and the total cost of doing
business {including cost of merchandise and operating expenses).
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CooPERATIVE SaviNGgs COMPARED WITH PRIVATE ProFirs

If it appears that the United Cooperative Society was able to
perform the process of retail distribution at a lower cost to the
consurmer than private stores in Maynard, how is this ability to
be explained? The first possibility that presents itself, of
course, is that the savings merely represent the profits which are
ordinarily going into the pockets of the private merchants. The
net earnings of private retailers, however, generally run much
lower than these savings. Statistics collected by Dun & Brad-
street, Inc,, in its Retail Survey for 1936 do not reveal a typical
profit of more than 2.7 per cent on sales in any of the lines of
trade in which the cooperative was engaged.” The average net
profit of six large grocery chains in this year was 1.5 per cent.
It must be pointed out, moreover, that the $25,000 saved by
the cooperative society in 1936, while they represented 534 per
cent of the sales, constituted some 33 per cent of the net worth
of the business,*® an unusually high rate of profit.

The writer did not secure information as to the earnings
of local business men or of the local chain stores. Neverthe-
less, if business men were realizing such a high rate of return
on their invested capital in Maynard, one would expect to find
new stores opening and existing establishments expanding to
take advantage of the unusual profit opportunities. As a matter
of fact, the number of retail stores in the community was 112
in 1935 as compared with 127 six years earlier, according to
the U. S. Census figures. Not only had several grocery stores
been forced to close during the worst years of the depression,
but there had been no increase in the number of food stores
even between 1033 and 1935. Nor had the chain grocery com-

12 Dun & Bradstreet, Inc., New York, 1037.

13 The cooperative’s earnings were over 100% of its share capital, and
they would seem even greater if compared with the actual investments made
by shareholders, since many shares had been issued out of previous earnings
in payment of patromage rebates. The 5% interest paid by the society om its
shares amounted to only 1/20 of the net carnings, and was treated as a
business expense.
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panies undertaken any particular expansion of their facilities.
Only in liquor stores and drinking places, with the repeal of
Prohibition, had there heen a marked increase in the number
of retail establishments.

A comparison of the gross margins** realized by the United
Cooperative Society in the various divisions of its business
with figures collected by Dun & Bradstreet on the gross margins
of private stores in the country as a whole does not indicate
that margins of profit were particularly large in Maynard.
The gross margin of the main store ** of the cooperative, for
example, was 16.4 per cent of its sales in 1936, while the typical
margin of the 1051 grocery and meat stores in Dun & Brad-
street’s survey for that year was 18.5 per cent. The gross mar-
gins in most of the society’s other departments were also com-
paratively low. While that of the gasoline station was 5 per cent
higher than the gross margins of most of the filling stations
reporting in this survey, in this case it is believed that the
cooperative had achieved a wider margin than the other local
dealers by special buying economies. (See p. 106}

The facts seem to be that while the retention for the con-
sumner of what would have been profits in private stores ac-
counted for part of the cooperative’s savings, and in its food
stores probably a major part, yet the savings of the society
were larger than private profits in nearly every line of trade,
and a great deal larger in the departments other than the food
stores. The United Cooperative Society was evidently more
efficient than the average private retailer.

COOPERATIVE AND PrRIVATE STORE OPERATING EXPENSES

This conclusion is confirmed by an analysis of the operating
expenses of the society, It is not feasible, of course, to com-
pare the ratio of expenses of the society’s business as a whole

14 The gross margin is the difference between sales and the cost to the
business of the goods sold.

15 The main store includes paints and hardware, sales of which compose
a minor part of the total—possibly one-tenth. Gross margiss and expenses on
these goods are generally higher than those on groceries and meats.
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with the expenses of private retail trade considered as a whole,
since the cooperative includes a bakery and a pasteurization
plant, and the proportion of expenses varies considerably from
one kind of business to ancther. Nevertheless, figures for cer-
tain of its departments may be compared with expense figures
for private firms in similar kinds of trade,

(Since no records were secured from the local competitors
of the cooperative, it is necessary to make comparisons with
statistics representative of private firms in the country at
large. Yet such averages include stores in much larger cities
than Maynard and stores in other parts of the United States.
It may be noted, moreover, that according to the Census of
Distribution for 1929 food stores in cities of more than 30,000
population had an average expense ratio 214 percentage points
higher than food stores in smaller towns.® Is there not a
tendency for expenses ratios to vary according to the size of
town, and perhaps, also, to differ for various regions? This
possibility has been considered in making comparisons, The
Retail Survey by Dun & Bradstreet, in the case of grocery and
meat stores afid of filling stations, separated the firms in dif-
ferent sections of the country and classified firms by size of
town. At least 60 per cent of the grocery and meat stores re-
porting and a majority of the filling stations were in towns of
less than 20,000 population, Comparisons of the various classi-
fications for these lines of trade do not indicate any significant
differences in expense ratios for the stores reporting to Dun
& Bradstreet either between New England and other regions
or between large and small towns.

Analysis of the statistics for the food stores reveals that
typical stores in the smaller towns had an advantage of about
I percentage point in expenses over stores in larger cities;
tending to offset this, however, was the fact that expenses ran
I.7 per cent higher in New England than in the country as a
whole, Expenses for filling stations were also 1 percentage
point lower in the towns of less than 20,000 than in larger

18 Of. Does Disiribution Cost Too Muck?, pp. 141-34.
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places, and they were .6 of I per cent lower in New England
than in the United States at large, These differences, as will be
noted below, would not affect materially the comparisons with
averages for the entire country).

The operating expenses of the main store of the Maynard
cooperative, the principal sales of which were of food, were
13.8 per cent of its sales in 1936. A typical expense ratic for
private independent grocery and meat combination stores in
the same year, as shown by Dun & Bradstreet’s survey of
1051 concerns, was 16.4 per cent. A more selective study of
independent stores made by The Progressive Grocer for 1934,
in which the stores were chosen for their ability to make a
profit, showed expenses for 35 comparable stores ranging from
13.4 per cent of sales to 22.8 per cent. The average for the 35
was slightly less than 17 per cent.*® Chain food stores in 1924,
according to a study by the Harvard Business School,” had an
average expense, for retail store operations only, of 15.0 per
cent of sales, This did not include interest, advertising, store
supervision, or taxes other than those on real estate, which
might have amounted to more than 2 per cent additional ex-
pense, The ratio of expenses to sales for the chain stores and
the 35 independents may have been somewhat lower in 1936,
when their sales were larger, than they were in 1934.

From these figures it appears that the operating expenses of
the cooperative store were 2-3 per cent lower than those of
most independent grocery and meat stores, and even below
those of the cash-and-carry chain stores. Only in the case of
the chain stores does a difference in size of town seem likely

17 The expenses of the Maynard cooperative store in 1934 were 14.5%.
Io other years for which the information was available, they were: 1935—
13.1%, 1933—18%, 1930—15.5%, 1924—13.7%. (Expenses include interest on
shares—about 2% of sales.)

18 " Operating Expenses of 110 Selected Food Stores™ {The Progressive
Grocer, New York: 1935).

19 Carl N. Schmalz, Expenses and Profifs of Food Chains in 193¢ {Harvard
Graduate School of Business Administration, Burean of Business Research,
Boston: 1936), Harvard Business Bulletin No. 9¢, p. 20.
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-to offset this apparent advantage.® A comparison of the co-

operative’s expenses item by item with the detailed figures sup-
plied by the two surveys of independent stores does not show
the former to be much lower on any one or two items in
particular. The cooperative evidently achieved greater economy
by handling a larger volume of business in proportion to its
expenses in general, making the costs per unit of sales smaller.
The item on which there was the greatest difference was that
of salaries and wages, which is much the largest source of
expense to all grocery stores. The salaries and wages paid by
the cooperative store amounted to between 8 and 8% per cent
of its sales volume, while the wage expense of private mer-
chants—including an allowance for owner's salary—generally
ran about 10 per cent. Another expenditure in which the May-
nard cooperative evidently secured greater economy than did
private grocers was delivery. This might be explained partly
by the fact that the society operated nearly a dozen trucks in
all and was therefore able to save on the cost of maintenance,
and partly by the relatively large proportion of the community
which it served, reducing the distance to be driven per cus-
tomer, Although a large percentage of its business was de-
livered, truck expense was less than 5 of x per cent. In one
respect cooperative costs were greater than those of private
stores; it spent I.3 per cent of sales for supplies compared with
‘an average of 0.6 per cent spent for supplies by the independent
stores studied by the Progressive Grocer.

A comparison with the detailed expense figures for chain
stores as reported in the Harvard study, indicates the most
marked difference between the expenses of the cooperative and
those of chain stores to be a matter of tenancy costs. The total

20 In towns of less than 20,000 population typical expense ratics varied
from 148% to 16.8% for different-size independent stores, s published in
the Retail Survey. An average ratio for all reporting independent stores in
these smaller towns is approximately 15.795, which is still 2 percentage points
higher than the ratic of the Maynard ceoperative food store. Furthermore,
a regional comparison indicates that the average expense of private stores

in New England was larger than the average for the whole country, with
which comparison has been made.
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expenditures of the cooperative store for building repair, all
taxes, and the depreciation of both building and equipment
were equivalent to 1.3 per cent of its sales. Tenancy costs of
the chain stores, defined to include repairs, taxes on real estate,
and depreciation {or rent if the store buildings are not owned)
amounted to 2.8 per cent. Depreciation of equipment added
another 0.6 per cent of expense for the chain stores. On the
other hand, the chain stores, like the independents, spent less
for supplies than the cooperative.

Part of the contrast in the tenancy ratios, in the writer’s
opinion, is explained by the fact that most chain stores—and
therefore most of the stores on which the Harvard study was
based—are in large cities where rents and property values are
higher than in towns the size of Maynard® Consequently, the
actual difference is unduly magnified by this difference in size
of city. It is, nevertheless, true that chain stores make it a
deliberate policy to secure key locations which will enable them
to sell a large volume in each unit. In Maynard the principal
chain stores were situated at the most central part of the busi-~
ness section (See Chapter VIII). The two stores of the United
Cooperative Society were also fairly well situated. A differ-
ence in tenancy costs between the chain stores in Maynard and
the United Cooperative Society may have existed, but it was
certainly less than that indicated by the statistical comparisan
with the Harvard report,

The branch store of the cooperative has been 1gnoreé in
comparing expense ratios, because it includes not only a food
market, but a soda fountain and luncheonette service and a
limited line of candy and drugs. These additional kinds of
business are customarily characterized by higher margins and
higher expense ratios than those of straight food stores. Its
sales, moreover, were less than half as large as those of the
main store. Expenses in the branch store ran to 18.7 per cent

21 Wage rates, too, are usuvally lower in small towns, which wonld also
give the Maynard store an advantage in regard to operating expensss. On

the other hand, it may be noted that Maynard was within commuting distance
of Boston.
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of sales for 1936. Wage expense; heat, light, and power; and
tenancy costs were all substantially higher than those of the
larger store—tenancy costs including depreciation of both
building and eqiipment, running to 2.3 per cent for the six-
month period following completion of the new building.

CoMPaRISON OF EXPENSES FOR OTHER
DEPARTMENTS—DAIRY

The operating expenses for the United Cooperative Society’s
dairy department may be compared with the figures collected
by Dun & Bradstreet from 68 private milk distributors, most
cf them small in size, The typical expenses of these 68 con-
cerns for 1936 were 40 per cent of their sales. The expenses of
the cooperative dairy, however, including the pasteurizing pro-
cess, bottling and delivery, were only 26.2 per cent.*® Most of
the difference is probably to be attributed to the large volume
of business handled by the society in proportion to the size of
the community, In the summer of 1936 the cooperative was
delivering milk daily to about 750 of the 1800 families in
Maynard-—to nearly every other house. This was accomplished
by six men with the use of three trucks—there were seven men
employed in the milk department altogether, one of whom was
“off " each day. The balance of the milk delivery business in
town was divided among six other dealers.

The society’s dairy department was able to effect a saving

_of 11}% per cent of its sales in 1936, although its gross margin
was smaller than that of most of the private dealers reporting
to Dun & Bradstreet. Both the gross margin and the savings
of the department were larger in 1936 than they had been the
previous year, when savings were only 6% per cent. The in-
creased margin resulted from an advance in the price of milk
of Ic a quart required of the society by the State Milk Con-
trol Board in the middle of 1935. The society had endeavored
to hold its price one cent lower than that which the other

22 This ratio was low even for the Maynard cooperative. Expenses had been

30% in 1035, were 20% in 1537 and increased to 33% in 1938. In each year
they remained weil below the typical expenses of the 68 private dealers,
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dealers were charging. Investigation is said to have shown that
its milk was actually of higher quality. Allowing for this dif-
ference in quality, the savings on milk by the cooperative were
even larger than those indicated by the figures above.

Fuer ANp Graiv

In the cooperative fuel oil and ice department, the large net
earnings—I1.1 per cent in 1936—may be taken to indicate that
its expense ratic of 19.5 per cent also was unusually low. No
statistics for this particular type of business were published by
the Retail Survey. Statistics were published for a group of 124
coal dealers, many of whom also handled fuel oil and ice, The
typical gross margin of these merchants was 25.9 per cent, the
typical expense ratio, 24.I per cent.

The gross margin realized by the United Cooperative So-
ciety on coal was 21.0 per cent, substantially lower than that
of most of these 124 coal dealers. This tends to confirm the
conclusion reached earlier in the chapter that coal was sold
at a lower price in Maynard than in other communities, How
much it cost the cooperative to distribute coal is not known,
since in the society’s operating statement the expense figures
for coal and grain are consolidated. Yet it was evidently rela-
tively Iittle, for the cost of distributing both commodities
amounted to only 10.3 per cent of their joint sales.

Typical expenses of 141 concerns in the grain business, ac-
cording to the Retail Survey, were 13.2 per cent in 1936. Un-
less the costs of the Maynard cooperative were lower, it must
have incurred a loss on its grain and farm supply business,
for its gross margin on the commodities was only 10 per eent,
In spite of the low gross margin there were net earnings for the
coal and grain department as a whole amounting to 4.5 per
cent of their sales.

GASOLINE

The largest savings achieved by the society were in its new
gasoline station. Net earnings in this department reached 14
per cent of sales in the last six months of 1936.
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A comparison of expenses for gasoline distribution shows a
typical ratio of 21.0 per cent for the go7 filling stations re-
porting to Dun & Bradstreet, 16.8 per cent for the Maynard
cooperative. But is it possible that expenses of filling stations
ordinarily run much lower in a small town such as Maynard?
Apparently not: the average for retailers reporting from places
of less than 20,000 population was still as high as zo0.7 per
cent. Would a difference between New England and other parts
of the country account for part of the reduction in expense?
Only a reduction of .6 of 1 per cent, according to the Retail
Survey. Allowing for both of these factors, an advantage of
3 percentage points in expense remains for the cooperative
station. Nevertheless, this saving in expense is too small to
explain most of the earnings of this department.

Buying EcoNomiIES

A major factor in the large savings of the gasoline station
was a special economy in buying, providing a larger margin
between the cost of gasoline and the prevailing retail price than
that enjoyed by most private filling stations, The ordinary gas
station buys from a tankwagon in lots large enough to re-
plenish the station pump-tanks. The United Cooperative So-
ciety, however, had installed a bulk tank for gascline along with
those for fuel oil and range oil next to its coal yard, so that
it was able to purchase gascline in tankcar lots, paying 2c a
galion less than did the private filling stations in Maynard. The
cost of delivering gasoline from the bulk tank to the service
station pumps and the depreciation on the added equipment,
which must have been quite small, were not charged by the
bookkeeper against the service station but apparently carried
in the accounts of the fuel oil department.

Taking the society’s business as a whole, it does not appear
that much of the savings can be attributed to more economical
buying than that of private retailers. On a number of com-
modities, it is true, its volume was large enough to permit buy-
ing directly from packers and manufacturers and securing car-
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load shipments; but this was also true of the chains, whose
bargaining power was very much greater. Most of its groceries
the cooperative bought from the Red and White Stores Com-
pany. This is a private wholesaler sponsoring a “ voluntary
chain ”’; it gives to the independent grocers who are members,
the same benefits it extends to the cooperative. As for fruits
and vegetables, the manager of a cooperative store in another
town, whose volume of business was less than $100,000 a
year, asserted that the Maynard store hought some things in
the Boston market less cheaply than he did.*

Its milk the cooperative purchased from local farmers, and
it paid them a higher price than they would have received
from private dealers. During 1936, when the wholesale price
set by the State Milk Control Board was $2.72 per 100 lbs, for
milk containing not less than 3.7 per cent butterfat, the United
Cooperative Society was paying $3.40. The society was reported
to be securing richer milk than that obtained by the private dis-
tributors. It was a general policy of the cooperative to buy
eggs and produce from the neighboring farmers whenever
possible, and to pay them a slightly better price than they
would have received in the Boston market. The better prices
often yielded better quality products,

The society placed considerable emphasis on quality in its
purchasing policies; on meats and vegetables and milk
there was evidence that it had succeeded in setting higher
standards than those of most of its competitors, On other
commodities, however, purchasing policies were less note-
worthy. Little effort had been made to avoid the higher whole-
sale costs of nationally advertised goods or to improve quality
by purchasing on specification. To secure good quality in
canned goods, according to the manager, the cooperative relied

23 Since the time of the writer’s visit to Maynard, the Eastern Cooperative
Wholesale has established 2 branch office in Boston, which specialized in the
purchase of fruits and vegetables for Maynard and other cooperatives in
Massachusetts on a commission basis. The Maynard society is also purchasing

more of its groceries from the Eastern Cooperative Wholesale now than
it did in 1936,
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on advertised brands and on sellers’ guarantees, Nationally
advertised brands were featured in 1936 on various other com-
modities such as coal, paints, and tires, Relatively little progress
had been made before 1936 on the development of a wholesale
buying program together with other eastern cooperatives,

EXPLANATIONS OF COOPERATIVE EFFICIENCY

The foregoing analysis indicates that a2 major factor in the
savings of the United Cooperative Society was its economy of
operation. While a portion of the savings represents the margin
of profit of private business, the operating expenses of the
cooperative in nearly every department were lower than those
of typical private merchants in the same lines of trade in the
country as a whole. In some lines, such as milk, coal, and grain,
the difference appeared quite marked. Advantages in buying
do not seem to have been of great importance except in the
case of gasoline where the size of the savings could be at-
tributed to the policy of buying in tankcar lots.

To point out that the expenses of the Maynard cooperative’s
business were low does not, of course, provide more than a
superficial explanatlon of the society’s economic success, Why
were the expenses low? Could they be attributed to anything
inherent in the cooperative method of doing business in con-
trast to that of private enterprise?

One local business man remarked on the efficiency of the
United Cooperative Society and attributed it to able manage-
ment. Both the last two managers had been good ones, he said.
But he wouldn’t feel safe about 2 share of stock in the society
—its success depended too much on the kind of manager they
had, and the next one might not be so good. Ancther local
merchant, who through his position as town clerk for many
years had probably come to know the foreign-born people of the
town better than had the first one, agreed that the society had
good managers. But he didn't think they were likely to fail
just because they lost their manager., The members were enter-
prising, he said, and they went out and got good managers
when they needed them, (See Chapter VII}.
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There can be no guestion that the management of the co-
operative was capable of handling its assignment; at the same
time there did not seem to be anything particularly unusual
or infallible about the society’s management. There was a per-
ceptible difference between the efficiency of the main store and
of the new branch store during 1936, for example. The book-
keeping of the society would compare favorably with that of
most private firms; adequate allowance was made for the de-
preciation of fixed assets, and the books were audited every
six months by the Accounting Bureau of the Cooperative
League, Yet for a business of such size and so many ramifica-
tions, a more detailed breakdown of some of the statistics
seemed desirable, Figures for the main store covered types of
business of some diversity—paints, hardware, and electrical
appliances, as well as a complete food market; sales in the
branch store also included commodities of several different
types, The manager of another cooperative remarked that the
Maynard management could not really know where it made its
savings,

Whether or not the management of the United Cooperative
Society was particularly efficient, certain factors may be pointed
out in the nature of the society’s business which made special
economies possible, First of all was the relatively large volume
of sales enjoyed by the stores and the other divisions of the
business—much larger than that handled by the average
private firm in most of these lines, Average sales for all food
stores in Maynard were $30,000 in 1935; the two cooperative
stores between them have been doing in the neighborhood of
$200,000 a year—$100,000 per store—for many years. This
is larger than the business done by all but a small percentage
of private stores, The same thing has been true more recently
with the coal and grain department and the gasoline station.
The gas station had sales of $19,000 in 1935 compared with
an average of $8,000 for the six stations reported by the
Census for Maynard, While large establishments are not al-
ways the more efficient among private concerns in these fields,
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still size alone does make possible certain economies: ™ by
spreading relatively constant costs such as rent, heat and light
over a larger volume of sales, unit costs can be reduced. The
same thing can evidently be done even with such a variable
item as labor to some extent. Instead of sPe.ndmg part of his
working hours merely waiting for customers to appear, a sales
cleck may keep busy a larger proportion of the time if trade
is brisk, and handle 2 larger volume of sales in the same amount
of time,

It may be noted that the United Cooperative Society did
require fewer employees in relation to is sales than the average
retail store in Maynard or the average store in the United States
as 3 whole, as shown by Census figures. Sales per employee for
the cooperative (excluding employees in the bakery, who were
not engaged in distribution, but including those in the dairy)
were approximately $11,500 in 1936, compared to sales per
retail worker in the Census year 1935 of $8,500 in Maynard
as a whole, and an average of $6,000 for all retail trade in the
United States.*® Statistics by kind of business in Maynard
could be secured for only two lines of trade in which the co-
operative was engaged-—food and filling stations. Sales per
employee in the society’s main store in 1936 (including among

24 Statistical studies of large groups of retailers have indicated some ten-
deacy for costs 0 decrease with the size of the firm, Cf. Census of Retail
Distribution, 1029, Food Reisifing {Trade Series), pp. 70-80; Census of
Retail Distribution, 1029, vol. I, pp. 059, 972, 975; Dun & Bradstreet, Inc,
2937 Retail Survey, Survey no, 10, Table IIa.

These studies have also shown 2 somewhat less marked tendency for costs
in smal! towns to be lower than those in large cities, Typical expenses of
grocery and meat stores in stmail towns, on the basis of the Dun & Bradstrest
figures, might be 34 - 134% less than those of stores in cities of more than
100,000 population, The difference between the small town stores and typical
figures for stores in towns of all sizes which have been quoted in the text,
would, of course, be less than this,

25 For retail trade as a whole the mumber of active proprietors and pariners
has been added to the number of employees in order to secure sales per
retail worker.,

Census of Business, Retail Distribution: 1935, vol. 1, pp- 2-13; vol. II, p. 12,
Statistics for Mavnard from special tsbuiation.
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these employees the general manager and one of the three office
workers) were $11,600, which may be compared with a figure
of $9,700 in 1935 for all stores in the food group in Maynard.
Sales per employee in chain food stores in the country as a
whole were $10,700 in 1635. In the case of filling stations,
cooperative sales per employee were $8,700 in 1936; for the
six filling stations in Maynard as a group, sales per worker
were $5,000, practically the same as the average for filling
stations in the United States as a whole,

Large sales per employee thus provides an explanation of
the relatively low wage expense of the cooperative’s main
food store. Some additional saving may have been realized by
the fact that the manager and other workers in responsible
positions received somewhat smaller salaries than correspond-
ing persons are customarily paid in private business. Except
for the manager who was paid $50 a week, only one employee
of the cooperative received more than $30—the foreman of
the bakery who was paid $31.50 a week. On the other hand,
this saving was offset by the shorter work-week observed by
the workers in the cooperative society. Wages paid to begin-
ning workers, moreover, were higher than wages paid to be-
ginners in chain store employment.*®

In addition to the fact that the sales of the society’s estab-
lishments were large, the proportion of all local trade enjoyed
by some of the departments was unusually great. Over half of
the families in the community purchased at the society’s stores
to a greater or less extent. This might help to explain the low
delivery expenses of the cooperative as compared to those of
a private merchant who had to cover a larger territory in pro-
portion to the number of customers served. This would be
particularly true in the case of the milk department. While the
total of its sales was not large compared with the sales of
dairy companies in large cities, it had regular patroms in
practically every other house in Maynard.

26 See Chapter VIL



112 CONSUMERS’' COOPERATIVES

The combination of a number of different departments under
one management would also seem to offer opportunities for
economy. Administrative expense could thus be spread over
several different lines of business; expert management and
accounting would be available to each individual business at
a smaller cost., Similarly with sales expense — orders for
groceries, coal, or fertilizer were all taken at the main store,
and handbiils announcing special sales or new products at the
cooperative’s stores were distributed by the dairy department
with the morning milk, Collections on milk bills and accounts
at the food store were made at the same time.

It may be argued that there was a significant connection
between the size of the society’s business and its cooperative
nature. There were, for example, among the patrons of the
socity at least three or four hundred members who purchased
there regularly, because they felt that it was their business and
believed in its ability to serve them economically on “ a priori”
principles, so to speak. They did not make it a habit to shop
for their wants. Larger orders enabled employees to handle
more business in a specified time. In addition, the cooperative
store could even depend on these members to make certain ad-
justments for the convenience of the store. A substantial pro-
portion of the society’s grocery business, for instance, was
placed in the form of large orders on Fridays, which the store
was not obliged to deliver until Saturday. Even patrons of the
society, who had less faith in the cooperative as a social in-
stitution, tended to place all their purchases there as a matter
of course, in order to swell the size of their patronage dividends
at the end of the year.

The cooperative would also be able to develop a new depart-
ment less expensively than a private firm, For the same reasons
that most of its patrons were such steady customers of its
established lines of business, they would tend to give the so-
ciety their patronage in new lines as well. As a matter of fact,
new departments were established by the management only
because a number of members had suggested them and in-



ECONGMIC APPRAISAL OF THE SOCIETY I13

dicated their desire to patronize them. In some cases the society
has asked members to subscribe additional capital, if they
wanted it to undertake a new line of trade. This would tend
to assure immediate support for a new department.

Waldemar Niemela, the former manager of the United Co-
operative Society, gave the following general explanation of
the lower costs of the cooperative business:

Tt is a general practice in cooperatives to appeal to the common.
sense of the consumers, and ask them not to insists that the co-
operative go into g wasteful way of doing business, even though
their competitors may be so doing. By proper planning and elimin-
ating useless services, such as unlimited delivery, credit selling

wasteful advertising, etc., cooperatives naturally can operate their
businesses at lower costs.®”

CONCLUSIONS

There is evidence that the cooperative nature of its business
has played an important part in the economic success of the
United Cooperative Society of Maynard, Its low expense of
operation can be partly explained by the large volume of busi-
ness transacted in the various departments, particularly large
in relation to the size of the town. Its volume of business, in
turn, was made possible through the number of its members and
their confidence in the society. Another source of economy was
the combination of several kinds of retail trade in one busi-
ness, which was again facilitated by its membership form of
organization. There may, as indicated by Waldemar Niemela,
- be various other sources of economy on which it is not so easy
to put one’s finger, which result from a spirit of cooperation
between the business and the members, One other factor which
has been at least partly responsible for the efficiency of the
Maynard cooperative is its management, which has been con-
sistently good over a long period. Whether or not this also
can be attributed to cooperation will be discussed in the next
chapter.

27 Letter of August 3, 1939



CHAPTER VII
DIRECTION AND PERSONNEL

EFrFIcIENCY of management in the United Cooperative So-
ciety may have had a firmer basis than is apparent to the casual
observer, in the supervision of the business by the board of
directors and the membership. Whereas a chain store manager
must make reports on operations to supervisors in the central
offices of his company, the manager of the cooperative was re-
quired to make detailed reports once a month to the repre-
sentatives elected by the member consumers to be responsible
for the conduct of the society. The board, in turn, must report
twice a year to a meeting of the members.

Tae RorE oF THE Boarp oF DIrecrors

The board exercised a fairly active supervision over the
affairs of the association. It was provided in the by-laws that
regular meetings of the board be held before the fifteenth of
each month, at which the manager must submit a report on
the previous month’s transactions, covering both the changes
in current assets and liabilities and the expenses in detail.
Actually, the board has met much more than the twelve times
a year required by this by-law, in one case having met as
often as four times in a single month, It took 2 major part in
working out the plans for the new branch store built in 1936.
In addition to its direction of the manager’s policies, the board
appointed a management committee, whose duty it was to in-
spect personally the conduct of the society’s business and thus
provide a check on the manager and on the employees.

The by-laws provided: “If any member of the Board of
Directors, without being able to produce legal or substantial
reason, is absent from three consecutive meetings such member
shall be declared suspended and the next alternate in order
shall be called to fill the vacancy.” The original by-laws made

114
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no provision for giving the directors any remuneration for the
fulfillment of their duties. At the annuzal meeting in 1936, the
members decided to pay them each $12 a year. .

It was further provided that there should be “ nine Direc-
tors elected at annual meetings, four members at one meeting
and five at another and their terms shall be two years ... The
election of the Board of Directors shall be conducted so that
twice the number of directors needed shall be nominated for
election. . . .”" This requirement prevented the presentation of
a single slate of nominees for the board, a practice which is
frequently observed in other membership organizations and in
profit-seeking corporations, and which often leads to control
by small groups or cliques. In the cooperative a contest for
the directorships was assured. At the same time, since only
part of the board was elected each year, there were certain to
be at least four or five directors with some previous experience.

Attendance at membership meetings, as noted in Chapter V,
was confined to 2 minority of the shareholders. At the semi-
annual meetings held during the summer, attendance was gen-
erally little more than the 10 per cent required for a quorum.
Still, their transactions were not perfunctory. The board was
required by the by-laws to * execute all orders of membership
meetings.” It is said that recommendations of the board were
often warmly debated and carried only by a close vote, and-
in some cases were defeated. Members frequently criticized the
conduct of the business in various respects, and proposals were
sometimes made from the floor and adopted by vote of the
meeting, While matters of policy were in many cases left to
the discretion of the board, 2 proposal at a2 meeting in 1631
to allow the board of directors to decide on the amount of the
rebates was defeated by the members.

The board has taken active responsibility for the appoint-
ment of all new employees, for the determination of the wages
of each worker, and for promctions. In case of dismissal, an
employee had the right to take an appeal to a membership meet-



116 CONSUMERS  COOPERATIVES

ing.! Employees have not been elected to the board; it is pro-
vided in the by-laws, in fact, that directors could not be em-
ployees of the society. It was also forbidden hy custom for a
member of the same family as an employee to be on the board
of directors.

‘When 2 new manager was needed in 1932, the board inserted
advertisements in newspapers with a circulation among coop-
erative societies in the East and in the Lake Superior region.
Applicants were requested to state their qualifications together
with the salary desired. On this basis Rivers, who had been
manager of a cooperative on the Upper Peninsula of Michigan,
was selected.

Appointments of other employees were made locally with-
out advertisements. Lobbying by members to secure the em-
ployment of their relatives or friends was said to have oc-
curred at times. The society had made it a general policy to
hire young and inexperienced workers and train them itself
rather than take older employees trained in private business,
Summer institutes conducted annually by the Eastern Coopera-
tive League and the evening institutes arranged by the coopera-
tive in Maynard in 1934 and again in 1939 have provided a
minimum of systematic training.

WAGES AND WoORKING CONDITIONS

A question of general interest is that of labor standards
maintained by a cooperative in comparison with those in private
employment. Did the United Cooperative Society offer superior
inducements in order to secure more efficient workers? Or
might it be that the low expense ratio of the society was ex-
plained by the payment of,lower wages than those paid by
private business?

1 The minutes of the annual meeting in 123 record a complaint by an
employee who had been dismissed by the management. At the manager’s
reguest the complaint was referred to a commitize of members. In May, 1032,
a special meeting was held to discuss the dismissal of a butcher whe had
apparently been with the society for many years. The board explained the
basis for the action, and in this case also it was upheld by the members present.
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The writer assumed that if the latter were the case, the
private merchants in Maynard would probably not hesitate to
say so, and he put the question to six of them. Two merchants,
in direct competition with the society, claimed that the coop-
erative did pay poor wages. The others, however, believed that
the society paid.as good wages as the other private merchants
and better than the chain stores.

‘The writer undertook to make this comparison for himself
during 1936, Statistics secured from the bookkeeper of the
United Cooperative Society showed a weekly payroll of $1100
a week in June, 1936, for forty-seven full-time employees and
four on part-time, representing an average wage to full-time
workers of $22 or $23 a week, The lowest remuneration was
that of the girls employed in the new branch store, who had
had no previous experience, and who received $12 for a week
ranging from 40 to 44 hours. One male employee was paid
$15; the lowest pay for the other men was $17. Most of the
lower paid employees were in the two stores, where, perhaps,
the work required less skiil or experience than in the other
departments, The lowest wage paid in the other departments of
the business was $zo0.

The results of the various inquiries showed that the coop-
erative paid substantially better wages to employees at the bot-
tom of the ladder than did the chain stores—or the independent
merchants, either, for that matter, although the latter did not
pay such small amounts as the chain stores, To men in re-
sponsible positions, as noted in the preceding chapter, the co-
operative paid much less than did the chain store companies.?

2 The wages paid the repular sales derks at the largest chain store in
Maynard, according to a boy who had recently worked there were $17, §20,
and $23, not appreciably different from the pay of the cooperative for men
of similar experience. The same chain store, however, employed three work-
ers on & part-time basis, whom it paid $2.50, $5, and $7 respectively for the
time they worked The writer did not learn how many hours these employees
worked. He was informed by the manager of 2 smaller chain store, however,
that the Iatter paid $8 to 2 youth who worked from 40 te 45 hours a week,
The hourly rate paid by the cooperative for part-time work was approxi-
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Thus, the average rate of remuneration in the cooperative store
might have been less than that of the chain stores, even though
the minimum wage was larger. _

Employees of the United Cooperative Society were reported
to have escaped the drastic reductions in wage rates suffered
by most workers during the depression. Except for a period of
less than a year during the last half of 1932 and the beginning
of 1933, when the employees were said to have undertaken a
voluntary cut in pay so that none would have to be laid off,
weekly wages were reduced only 1114 per cent. Most of this
1114 per cent reduction was offset in terms of hourly rates of
pay by 2 reduction of hours from 52 to 48 when the National
Recovery Administration was inaugurated. The semi-annual
statements of the society, nevertheless, indicate that the man-
agement achieved a reduction in payrolls by the same methods
used by many private concerns—no promotions and the ap-
pointment of only inexperienced persons at low rates of re-
muneration. The average pay of employees for the year 1928
was at the rate of approximately $700 for six months. For the
first six months of 1930 it was between $550 and $600; for the
last six months of 1933 it was nearer $525. By 1936 it had
risen again to nearly $6oo0.

The United Cooperative Society, while setting better stand-
ards than the chain stores, had achieved no revolution in the
wages of retail Iabor, Its minimum wages were still too low
to support decent living standards on any basis except the two-
workers-to-a-family standard of the textile industry, and there
was still considerable inequality between different workers in
rates of pay.

The society had, however, brought about a substantial im-
provement in hours of work. For instance, the writer was told

mately twice this rate.

At the largest chain store the manager of the grovery department was said
to get $38 plus & commission of 1% on sales, which ran abaut $15 2 week,
and the meat manaper received $431 a week. The general manager of the co-
operative’s half-million dollar business was paid $30 a week; no other
employee cutside the bakery received more than $30.
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by one grocery clerk in the main store of the cooperative, who
had only recently been working for one of the private mer-
chants, that while he received only $23 a weck—or the same
wages he had been paid at the private grocer’s—he now had to
work only 48 hours, whereas he had spent from 60 to 72 hours
a week in the store of the private grocer. If it was necessary
for him to work over 48 hours in his new job, he found extra
pay in his envelope to cover the additional time he had worked.
This was true of all the employees in the main store of the
cooperative. In other departments the week was also supposed
to be limited to 48 hours, but no automatic arrangement was
made for overtime pay, and the employees apparently hesitated
to request it. In the dairy and bakery departments the workers
generally found it necessary to put in from 50 to 55 hours a
week, Another clerk in the main store of the cooperative, who
had formerly worked for the Great Atlantic and Pacific Tea
Company, remarked that he had had to work at the chain store
unti! one o'clock every Saturday night fixing the show windows
and taking a weekly inventory. At the “ co-op ” he was through
at nine on Saturdays. The cooperative store closed at eight
o’cdock on Saturday evenings, although the other stores re-
mained open until g:30. Another privilege enjoyed by the em-
ployees of the cooperative was that of stopping work to drink
coffee in the middle of the afternoon, a custom prized by the
Finns.

The cooperative employees who had worked for the chain
stores also remarked on the continual pressure that the workers
there were under to produce better and better results, the con-
stant—and sometimes hidden—supervision from above. They
claimed that they much preferred working at the cooperative.
One of them remarked that the cooperative seemed te handle
more business with less work

The non-Finnish employees with whom the writer talked,
each of them engaged by the cooperative only within the past
year or two, felt that the cooperative was a desirable place to
work and offered as much or more opportunity for advance-
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ment than any private concern. They were not particularly in-
terested in cooperative principles but said that they liked the
atmosphere in which they worked. A few of the other em-
ployees expressed dissatisfaction with conditions of work at
the cooperative. Two Finnish workers, in particular, stated that
there was no system for promotion or raises in pay, and that
an employee had to put up a fight to secure what seemed to be
merited advances. Moreover, as one of them put it, ** You have
to take it.” What he meant was that some of the members,
notably the older Finns, tended to be critical of the employees
of the society and did not hesitate to tell them of their faults,

The security of tenure, as this employee pointed out, was
much greater with the cooperative society than it would have
been with private employers. Workers were not discharged un-
less the action could be justified to the membership.® Besides
the business was more stable than that of typical independent
retailers.

" There was no collective bargaining in the full sense. The
employees had appointed representatives to request an increase
in wages at the beginning of 1936, While increases of varying
amounts were granted by the board of directors, the workers’
representatives did not participate in working out these changes.
There was no union organization among corresponding
workers in private employment in Maynard. The cooperative
employees seemed satisfied, generally speaking, to have the
board of directors as the principal court of appeal.

8 Intangible attitudes such as the attitudes of the employees toward their
work are difficult to assess, especially for an outsider. Frequent contact with
three or four of the cooperative workers and oceasional contact with
many of the others during a four-week visit to Maynard did not impress
upon the writer any marked difference between their attitudes toward their
jobs and those of the employees of many private stores. Most of them seemed
to like their work, but they were not uniformly conscientious ahout the
performance of it Some of them were dissstisfied. None of these, how-
ever, seemad to bear any profound ill will for the organization; the com-
plaints were rather of details of operation which they felt should be corrected
by the management, o else of inadeguate recognition of their personal merits,
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The inducements offered by the society to able workers to
seck cooperative employment were, on the whole, rather modest.
The cooperative offered better wages to inexperienced young-
sters than did the chain stores, but at the same time offered less
prospect of high rewards to the most successful, Hours of work
were shorter than those of private stores in Maynard, and jobs
were more secure. Judging by the reports of cooperative sales
clerks, the cooperative store was a somewhat more pleasant
place in which to work than the local chain stores.

Large sales per employee and low expenses of operation,
nevertheless, indicate that the society had succeeded in build-
ing up a comparatively efficient personnel.



CHAPTER VIII

COMPETITION WITH PRIVATE BUSI-
NESS FOR PATRONAGE

CoNSIDERABLE attention has been given to the question of
economic efficiency. Yet, any conclusion as to the future of
cooperatives in this country which was based solely on an
analysis of their economic efficiency would be meaningless, On
one hand, consumers may not choose their retail dealer merely
on the basis of prices, quality, and service. A cooperative store
might succeed in attracting patronage even though it was able
to provide no savings to consumers, or it might fail in spite of
superior efficiency. On the other hand, the operating expenses
of a retail business depend so largely on the amount and kind
of patronage that a concern secures, that economic efficiency
itself may be determined by non-economic factors.

It has been concluded in a preceding chapter that the United
Cooperative Society of Maynard was more economical in its
operations than most private firms and that it did effect savings
for consumers, as compared with their purchases from the
private dealers. Nevertheless, private business continued to
handle the major part of the retail trade in Maynard. Although
the patronage of the cooperative was increasing, it transacted
less than a quarter of the total sales in the town in 1938. What,
then, were the factors which deterred additional people from
buying from the cooperative society, if it was able to deliver
the goods more cheaply?

It is generally recognized now that man is not the selfish,
individualistic sort of machine that he was assumed to be by
the classical economists, governing his conduct entirely by
reference to economic advantage and ignoring all other con-
siderations. Man is a social individual, and an important part
of his life is his relations with other human beings. His patron-
age of a store in a small town such as Maynard involves not
only the economic bargains that he makes there, but the person

Iza
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or persons with whom he makes the deals. He is concerned
with his relations with that person, and he is also concerned
with reactions from this patronage on his relations with other
people. Social or group prejudice is an important factor in a
consumer’s buying habits. ?

This is a factor which is not neglected by competing mer-
chants, It is to their interest to promote those social attitudes
which draw trade from their competitors. Thus, one found the
private competitors of the cooperative in Maynard couching
their propaganda in the language of social prejudice.

The United Cooperative Society was known to have been
started by Finns and was widely regarded as a Finnish insti-
tution. Language was not an actual barrier in itself, since all
the cooperative employees could speak and understand English
more or less, yet many of them had sufficient accent to remind
customers that they were of a special nationality. Those per-
sons who were inclined to stick within their own group and
look with suspicion on persons of other nationality—and there
were many of these in the older generation—would avoid un-
necessary contact with such a business.

At the same time somewhat similar forces within the Fin-
nish membership proved a source of strength to the cooperative
society. Finns would naturally prefer to patronize a Finnish
business. Furthermore, the social group supporting the co-
operative among the Finns was so well-developed that mem-
bers of the group met with distinct social disapprobation when
they bought from competitors of the society. This situation was
of no aid to the cooperative in securing patronage by other
social groups, yet it tended to guarantee a substantial amount
of business.

The “clannishness ** of the Finns was a source of hostility
among the non-Finns, Theé manager of the Tydol gasoline sta-
tion on the corner opposite the cooperative’s new station, a
swarthy Italian, had evidently lost considerable business to
the society. Among other indictments of the cooperative, he
complained of the way they favored the Finns. Practically all
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the employees were Finnish, he told the writer, and if a Finn
customer came into the store when you were buying anything,
they’d turn right around and wait on him first no matter how
long you'd been there* Said the Italian, “ The Finns want
everybody else’s business, but they wouldn’t give ‘a white
man’ any.”

This disapproval of the cooperative because it was largely
Finnish was much weaker now than formerly. With a large
part of the English-speaking population already trading at the
society’s store and taking its milk at their homes, this feeling
had been gradually dying away. It was, however, a barrier
which did not affect some of the other stores in Maynard,
notably the chain stores, The latter were large establishments,
empioying persons of several different nationalities, and their
ownership could not be identified with any foreign group.

Another aspect of the cooperative which limited popular
patronage was its reputation for radicalism. It had, of course,
been started by persons mostly connected with the Socialist
party, and while the polifical and social complexion of its mem-
bership had changed considerably during its existance, so that
disinterested observers no longer considered the group Socialist,
the charge was still made by non-members that it was a Social-
ist or radical organization. Finns as well as “ Americans”
took this point of view. The First National Cooperative As-
sociation had been started by the conservative, church-going
Finns, because they did not wish to co-operate with Socialists.
The secretary of that organization, interviewed by the writer,
maintained that they were still opposed to joining the larger
society because the latter “ favored the Socialists . Irish Cath-
olics and members of other churches, as well as the Finnish
Lutherans and Congregationalists, looked with misgivings on
the “ atheism ™ or lack of religion of Finnish cooperators in
the United Cooperative Society,

Nationality and political color were often lumped together
by opponents of the society as motives for avoiding its business.

1 This statement was contradicted by other non-Finnish persons.
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What sort of organization was the” United Cooperative? local
merchants were asked. * They're Socialists,” one said, *“ —So-
cialists and Finns.” A Polish grocer who had been losing trade
to the society, answered that they had * Socialists and An-
archists and all kinds of feliows over there.”

Here again, of course, the chain store was at an advantage,
for while proprietors of independent stores as well as the co-
operative may be classified with opposing creeds, ownership
of a chain store is more impersonal. The chain store, however,
was opposed on social grounds of another sort. Its owners were
not local citizens, and it was taking profits and perhaps even
a livelihood out of the hands of local people. It was putting .
the independent merchant out of business and concentrating’
trade in the hands of large corporations controlled frem “ Wall
Street ”.

The chain store was also generally regarded as an unsatis-
factory employer. Thus, an.Irishman who had been in business
for himself told the writer that he did not have much use for
the chain stores: “ They'll take a young fellow and tell him
that they’re going to teach him the merchandising business and
give him a chance for advancement, but they won’t pay him
hardly anything, and when the time comes when he’s due for a
raise, they'll fire him. They put their employees to work ar-
ranging windows after nine o’clock on Saturday nights, so
they don’t get home until maybe eleven.”

While the cooperative was seldom accused of treating its
workers unfairly, it was indicted along with chain stores by
most of the independent merchants on the grounds that it was
taking the business of these merchants away from them, An
employee at one private filling station said: *“ No, I never trade
at the cooperative. They aren’t giving anybody else any busi-
ness, but they’re trying to get it all for themselves. They sell
about everything but shoes and clothing now, and they’ll be
starting up in that one of these days—just you watch! Between
them and the chains the ordinary fellow doesn’t have a chance.”
The manager of one of the other gas stations also criticized
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the cooperative for taking all the business away from the
“ townspeople ’, and another station-attendant accused it of
trying to “ hog the town’s business,”

The assumption seemed to be that retail trade was something
to be shared amicably among as many local business men as
possible. Whether they were efficient or not, they deserved a
share as their livelihood. It was a. matter of economic self-in-
terest. Since there were some 350 persons engaged in private
retail trade and service establishments in Maynard, the number
of local families influenced by this interest including friends
and relatives, was not inconsiderable.

Not every merchant assumned this attitude, however, Quite
a few, who were not directly affected by the competition of
the society, even patronized the cooperative themselves,

PeERSONAL ATTACHMENTS OF CONSUMERS

There were many other local people who found little fault
with the cooperative and perhaps patronized it for some of their
needs, but still felt a personal attachment or obligation to par-
ticular dealers which kept them from buying at the coopera-
tive generally. Thus, the sister of one of the “ American” di-
rectors of the society said that she didn’t have a bad word to
say against the cooperative. But her husband’s family had close
relatives in the grocery business, so she traded with them. And
she had old connections from whom she bought her milk and
coal, whom she did not like to leave, She felt that she owed
the coal dealer her custom, since he had carried her account
when she was a bit hard up and could not pay cash.

Another woman of English descent mentioned that 2 friend
or relative was buying through the cooperative, and had re-
ceived a rebate of $25. While she didn’t think that the prices
at the cooperative store were any higher than at the chain
stores, she traded at a chain store in the residential section.
It was more convenient for her, she said, and they had given
the job of manager to a boy she knew, who had been out of
work, and she wanted to help him all she could. She did buy
from the cooperative bakery wagon.
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CONVENIENCE OF LOCATION

Convenience of location, of course, is an obvious explana-
tion for the patronage of stores which may not be as eco-
nornical as their competitors. In Maynard, however, the bulk of
the retail business was done in a central shopping section cover-
ing only three or four blocks in length. It was concentrated on
Main Street, but spread out into the first block or two of
Nason Street, where the latter branched off from Main and
led up into the more prosperous residential section. The two
largest chain stores in the town were adjacent to the inter-
section of Main and Nason Streets, Half a block away on
Main Street was the principal store of the United Cooperative
Society. The branch store was two blocks farther along Main
at its intersection with a principal cross street. For the
majority of consumers shopping “ downtown” convenience
would not have been a major factor in deciding what store
they patronized. For neighborhood shopping, on the other hand,
many stores would have been more convenient than the co-
operative establishments even though the latter gave delivery
service.

Such factors as convenience and the personal attachments
of consumers help to explain the fact that the total number
of persons buying from the cooperative in all its branches was
larger than the number patronizing any particular department
of its business, The majority of the cooperative’s patrons, in
fact, apparently purchased from a private dealer rather than
the cooperative in at least one line of trade.

Locar REcirrociTY

There was a fairly strong feeling among many persons not
only that the community could be best supported by directing
as much trade as possible to local business men, but that there
was an obligation to give one’s custom to persons who patron-
ized one in other ways. A woman who ran a small boarding
house remarked, for instance, that she thought ome should
“trade with them that trade with you ”, She said that she went
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where she could get the best for her money, but she bought
quite a bit from the small chain store whose manager ate at
her table. Her milk she bought from the dealer whose agent
was another of her boarders.

Others, of course, who felt no reason why they should not
change and buy from the cooperative, just did not bother. One
American business man whose wife did some of her buying
at the cooperative store, stated that they were taking their milk
from the fifth successor of the farmer-dealer from whom his
mother used to buy. The recent bride of an overseer at the mill
said that they had been buying the cooperative milk at home
before she was married, but a private dealer had been deliver-
ing milk to the house into which she and her husband moved,
and she hadn't bothered to change, Cases of this sort may
have been less frequent among families with more limited
means, who had more need to lock for possible economies.

These factors alf acted to deter people from becoming patrons
of the cooperative, Some of them, of course, would affect any
private concern which was endeavoring to increase its share
of business, in much the same way. The cooperative, on the
other hand, had certain features which gave it special ad-
vantages in attracting additional patronage,

TaE TMPORTANCE OF TEE REBATE

The patronage rebate, although it was not stressed in the
advertising of the socicty, undoubtedly proved an important
drawing card. It was paid in one lump sum at the end of the
year, and for a working-class family who had done much of
their buying at the cooperative, this was an event of sufficient
importance not only to be remembered throughout the year
but to be proclaimed to friends and acquaintances, A compari-
son of the rebates paid by the society with the number of share-
holders and the number of families apparently trading with it
indicates that the average rebate paid on the business done in
1G36, when the rate of payment was 4 per cent, was $17 or $18.
It should be noted that this average covers many persons who



COMPETITION WITHE PRIVATE BUSINESS 129

bought relatively small amounts from the society and received
refunds of only a few dollars. Most workers’ families, with
incomes of $1,000 or more, who patronized the ecooperative
consistently, might be expected to spend there at least $500-
$600. In that case they would receive at 4 per cent a patronage
refund of $20-$24. There were cases where working-—class
families received much more than this, and some farmers who
bought their farm supplies through the society secured refunds
of $100 or more,

" “To some persons a lump-sum payment equal to a week’s
wages had more attraction than the possible savings of a few
cents at a time, which they might make by shopping at the
chain stores, To others the immediate savings that they might
be able to realize at a chain store outweighed the comparatively
remote prospect of a refund at the end of the year. On large
purchases where prices were often uniform, the attraction of
a Iater refund of possibly four or five dollars on a single trans-
action was naturally considerable. Many * Americans ”” shopped
around for their daily groceries, but when they planned to fill
up their coal bin with $100 worth of coal for the winter, placed
their orders with the cooperative. '

Nevertheless, the ability of the association to return a
financial saving to patrons should not be pictured as the sine
gua non of its success. That there were other aspects of its
service which won it the patronage of consumers is indicated
by the fact that quite a few non-Finnish persons traded with
the society fairly regularly without ever collecting refunds due
them.* Thus, out of a sample of thirteen consumers, all non-
Finnish, who said that they did buy from the cooperative in
one way or another, four turned their rebate slips over to a
friend or relative. One young Polish woman said that her
family had been trading with the cooperative for ten or fifteen
years; they bought practically all their groceries at the branch

2 Patrons received cash register slips with their porchases and were re-
quired to save these and turn them in at the end of the year in order to

claim their patronage refunds, Slips corresponding to 82% of the sales were-
presented for rebates in 1935 according to the bookkeeper.
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store of the society, and aiso purchased cooperative milk and
coal. Yet they gave all their rebate slips to a friend who was
a shareholder. A present in this form to one’s friend, of course,
may have been a consideration in the choice of a retailer; yet
it was certainly of less weight than a direct pecuniary return.
The ownership of shares cannot be considered an incentive to
patronize the business in the first place. Only persons who
traded with the society were expected to be shareholders, and
the purchase of one or more shares generaily followed a con-
sumer’s patronage of the cooperative rather than preceded it.
Nevertheless, the ownership of one or more shares by a patron
was probably an influence in many cases promoting continued
support of the business. Quite a few members, particularly the
Finnish ones, had put $100 or so of their savings into shares;®
and to some persons, no doubt, even the possession of one
$5-share lent an added interest in the success of the society.
On the other hand, the value of the shares could not readily be
redeemed. In many cases, also, the ownership of a share was
acquired merely through the accumulation of credit from
patronage refunds, and when they learned that it could not be
sold, such a form of ownership meant little to most people in
that position. While interest was paid on the shares, for a
single share of $5 the amount paid in a year was negligible.

COOPERATIVE ADVERTISING

The essential distinction between a consamer’s cooperative
society and a private enterprise lies in the principles on which
the former is based rather than in financial advantages. Co-
operatives are generally organized by persons who are dis-
satisfied with the operation of private enterprise and who hope
to build a better kind of economic institution. Therefore, the
most natural appeal that a cooperative business can make for
support is to pecple’s dissatisfaction or to people’s idealism.

3 It was said in 1935 {0 be the policy of the association to discourage new
members from buying more than one share.
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This is an appeal which private stores cannot make. It may
also be a very effective type of appeal. It was said of the
manager of a successful cooperative in Minnesota, that when
a customer came in to ask about some tires, the manager did
not deliver a “ sales talk ” on the tires, but “ sold” the man
on the principles of cooperation. After the man was convinced
on this subject, he bought the cooperative tires without the
need of any special argument. A cooperator by conviction can
be expected to do all of his trading with his cooperative busi-
ness as a matter of principle,

For this reason it is said that a cooperative can dispense
with advertising to a large extent. If it keeps its membership
actively interested in the operation of the business, the problem
of patronage is supposed to take care of itself. Members will
prefer to buy at their own store, and will also try to “ convert”
other consumers. Its selling expenses ought, therefore, to be
lower than those of private business.*

The United Cooperative Society of Maynard, however, was
found to follow the conventional seiling methods of private
retailers. It advertised regularly in the local weekly newspaper,
and since the chain stores did not advertise in this journal, but
in the metropolitan dailies, its advertisements constituted the
principal retail notices in the local paper. It also followed the
practice of offering low-price “leaders” each week, though
more in a spirit of self-defense against the loss-leaders of the
chains than as a deliberate policy.

The advertising copy of the society in 1936 was not imagi-
native, nor was it well laid out, according to the best copy-

4 In Maynard, of course, both enthusiasm and skepticism were somewhat
temnpered by an unusually extensive experience with consumers’ cooperatives.
The United Cooperative Society was practically thirty years old, and for
thirty years before it there had been the Riverside cooperative. There had
also been the Polish cooperative which had operated a store on the main
street for a few years, and the First National Cooperative Association which
was still in existence. The United could attract few new supporters by
clarion calls to Utopla that would not be discounted in the light of the ex-
perience with local cooperative stores in the past.
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writing standards. The hackneyed phrases and methods of
second-rate private advertising had been taken over practically
intact.® Prominence was divided between the products of the
society’s dairy and bakery and nationally advertised brands,
including * Ovaltine ” and one or two other products generally
condemned by consumer-agencies. Special advertisements were
also inserted from time to time for “ Reading” coal and
“ Goodyear ” tires in the usual extravagant language.

The cooperative did not have any publication of its own to
keep its members informed of the activities of the society or
to advertise, Instead, it distributed each week the news-sheet of
the Red and White Stores Company. This was a four-page,
feature newspaper called “ News Flashes” bearing the Red
and White banner and the words: “ Published Weekly for the
People of this Community by Red and White Food Stores.”
The name “ United Cooperative Stores *’ appeared on the back
page which was devoted to price advertisements featuring Red
and White brand merchandise. At one side of the name was
the assurance that * The Owner is Your Neighbor”, at the
other the information that * Over go Red & White Items are
Tested and Approved by Good Housekeeping ', together with
the seal of the Good Housekeeping Magazine Institute.®

5§ An advertisement used by the society during the writer’s stay in Maynard
showed the picture of 2 young woman simulating fatigue and pain within the
outline of a milk bottle, accompanied by the heading: * TIRED? YOU'LL
FIND MILK. THE BEST ENERGY BUILDER.” The effect produced
on the writer was one of repulsion rather than 2 desire to drink meore milke

6 Since 1936 when the writer made his observations in Maynard, a monthly
newspaper called The Cooperolor has been established by the Eastern Co-
operative League and Wholesale and distributed by the United Cooperative
Society to its members and patrons. This provides news and special articles
concerning cooperatives, and also a medium for advertising cooperative
label merchandise.

In 1935 the wholesale Insvgurated warchousing operations and rapidly de-
veloped 2 line of “CO-OP " goods covering over 300 items by 1930, The
Maynard cooperative is reported to have promoted these articles in place
of the “Red and White” brand. The cooperative label goods facilitate an
appeal to the idealism of cooperators on the basis of tangible accomplishments.
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Another indication that the society was seeking patronage
as a business rather than as a cooperative, is provided by a
circular letter sent out by the manager in June, 1936, to persons
in Maynard who had not patronized the society, The letter
read as follows:

Pear Consumer:

We should like for you to know about the services available
to you at the United Cooperative Society. It is our policy to
handle only the best of merchandise, but you will find that our
prices compare favorably with those of our competitors. Here
are & few words about some of our lines of goods.

MiLx

QOur milk is produced by our farmer members, and is processed
at our own pasteurizing plant under sanitary conditions. It is
very high in butter fat content, and is sold at the usual market rate,
twelve cents over the counter and thirteen cents delivered.

Baxery Goobps

Our Breads and Pastries are produced in our own plant, Only
the highest quality materials are used. There are more than
twenty kinds of bakery goods available. These products are sold
in both the main and branch stores, and from our bakery truck
which will call at your house. These pastries are also served at
our soda fountain and luncheonette in the new branch store.

Caxwep Goobps

Cur canned goods are all nationally advertised brands, such as
Red & White and Libby's. They have proven satisfactory to our
customers both in quality and in flavor, Our wvarious lines of
cereals and other foodstuffs have to meet the same high standards.

Mears

Our meat departments in the main and branch stores serve
only very high quality meats under sanitary conditions. They will
be prepared to your liking by our expert butchers, and are sold
at reasonable rates. We invite you to compare the quality and
price of our meats with those available anywhere else in town.
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There is little in this letter to distinguish it from one which
might be sent out by an enterprising private merchant, Nor
were the total advertising expenses of the United Cooperative
Society noticeably smaller than those of private retailers.

As a matter of fact, however, in proportion to sales, adver-
tising was not a large item of expense for the entire business.
The society spent 22 of I per cent of its sales on advertising.
It spent about the same ratio for the two food stores alone,
This was, however, equal to the typical expenditure of the
grocery and meat stores reporting to Dun & Bradstreet for
1936. Furthermore, the cooperative spent almost as much
again on educational work, If the latter be considered a busi-
ness expense, contributing to the sales of the cooperative’s de-
partments, the advertising and other special sales expense of
the society would appear to be larger than that of most private
merchants.”

Epvcationar. Work

The purpose of the educational work of a cooperative has
been said to be three-fold. It is partly intended to attract new
members to the support of the cooperative business. But it is
also concerned to make existing members better informed both
as to cooperative principles and history and as to the problems
of the business. And, finally, it includes technical or vocational
training of the employees in the most efficient handling of
their jobs.

Educational work had been largely neglected by the defunct
Riverside Cooperative Association. The younger generation,
in particular, was not educated in cooperative principles, with
the result that it felt little interest in the society, and the
membership in general was not kept alert to the problems of
the association’s store. The Finns in the United Cooperative
Society claimed to be better acquainted with the principles of

7 In the society’s accounting, expenditures on education were not included
in the operating statement proper, but listed among “Other Expenses”
and * Other Income”.
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cooperation, and believed that a certain amount of educational
work was essential for continued success.

An eduocational fund was provided by the by-laws of the
association, which required that not less than § per cent of the
net earnings should be set aside each year for such a fund.
it was to be administered by an educational committee, ap-
pointed by the board of directors, and including representatives
of the board, the employees, the Womens’ Guild, the “ Young
Cooperators ”, and the membership at large. The committee
together with its constituent groups arranged lectures, outdoor
meetings, teas, and banquets—all centered around cooperation
or related subjects.

The Women’s Guild had been initiated in 1932 with eighty
members drawn principally from the Finnish membership. In
addition to teas and other forms of social contact, the Guild
laid plans for a two weeks’ summer camp to be open to all the
children of the town—this, however, did not materialize until
after 1936. The Young Cooperators’ Club, mentioned in
Chapter V, was also organized in 1932. It was the outgrowth
of a cooperative summer institute at the Brookwood Labor
College, which had been attended by several young people
from Maynard.

One-week summer institutes were arranged by the Eastern
Cooperative League regularly in subsequent years, and the
Maynard cooperative made it a policy to send several young
people to the institutes each year with their expenses paid. This
frequently proved an effective method of stimulating their in-
terest in the cooperative movement. It was also practicable to
send to them non-Finnish youths who might be less interested
about attending local meetings which were predominantly
Finnish,

The expenditures of the educational committee ordinarily
ran to about $1,000 a year. In the latter half of 1934 and again
in 1936, the society decided to appropriate additional funds for
the employment of an outside educational director on a tem-
porary basis. In 1934, they secured from the staff of the East-
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ern Cooperative League a young man who had just graduated
from Amherst College, He spent several weeks in Maynard.
Together with two or three local leaders he conducted a six-
week cooperative institute, meeting for threé hours one evening
each week, and taking up the history of cooperation, the rela-
tion of current events to cooperation, economics, and account-
ing. Some sixty persons attended, about half of them employees
and directors of the society. There were 2 handful of out-
siders from neighboring communities, but few non-Finnish
.residents of Maynard.

During the same period this director also conducted a house-
to-house canvass of the town, aided by several young coopera-
tors, In talking to each resident it was intended to combine
some information about the cooperative's business services
with an exposition of cooperative principles and aims. The
canvassers also were instructed to learn what departments of
the business each consumer was or was not patronizing. They
naturally found this the easier approach, often found them-
selves then listening to complzaints, and in many cases the
“ educational work” amounted to little more than a * sales
talk ”. While it was thus mostly customer-solicitation, some
patrons of the society were persuaded to become members and
to take some interest in its direction.

The second educational director, employed during part of
1936, was a young man who had been a school-teacher and
principal of a small high school. He wrote some effective
publicity for the society, supplied information about it to the
interested persons who were now writing in from many parts
of the country to ask about the workings of the cooperative,
and took a census of the local residents to single out the non-
members and send them circulars about the society. He also
spent considerable time in visiting surrounding communities,
encouraging groups interested in forming cooperatives there.*

8 The work of this director in trying to aid the cooperative movement
in nearby communities was not approved by the Finnish members of the
society, They felt that they had hired him to promote the success of their
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Joint plans to systematize their educational work were made
by the United Cooperative Society of Maynard and other New
England member societies of the Eastern Cooperative League
in 193g. An educational fieldman was engaged by the League
to spend part of his time in each of several New England
communities at the expense of the societies, directing their
activities. This Heldman conducted another evening institute
in Maynard in the winter of 1939. ,

There seemed to be considerable question in the minds of
some local cooperators as to the effectiveness of the local edu-
cational work. The chairman of the educational committee, a
Finnish milk driver for the cooperative, did not feel that their
work had been successful in interesting either the young people
or the ‘“American ” members of the cooperative. Only three
or four young people, he said, seemed to be really interested in
the work.

All the members of the educational committee were Finnish,
and the social barrier between the Finns and the non-Finns in
Maynard proved a serious handicap to their work. The mem-
bership of the “ Young Cooperators ” included young men and
women of various nationalities, and succeeded in breaking
down this barrier to some extent. Meetings of the Women’'s
Guild, however, were held in Finnish, so that it was impossible
to bring non-Finnish housewives into the cooperative through
that organization.

The educational committee did not secure a large attendance
of " American " residents at its public meetings, While they
had managed to fill the high school auditorium for the cele-
bration of the opening of the new branch store, most of the
non-Finns present came from other communities. Only a few
dozen persons turned out for a talk at the auditorium by Ber-
tram Fowler, author of Consumer Cooperation in America,
in the fall of 1936. On the other hand, the Parker Street hall

own assoc:”atim, and they did not consider that the development of other
cooperatives was a part of that job.
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was filled to overflowing for a meeting in Finnish a short
time later,

SocIiAL ACTIVITIES AMONG THE FINNS

The loyalty of the Finnish members was maintained by
numerous social activities in which they participated together,
either under the auspices of the cooperative or of the Socialist
local. They had public meetings in Finnish, they held dances,
they presented plays. Both the older and the younger peopie
tock part in the dramatic activities, which were carried on
frequently and with considerable ability. Dramatic groups from
Maynard gave plays in other Finnish communities in Massa-
chusetts, while groups from these other towns sometimes ap-
peared here. The Finns were also greatly interested in athletics,
particularly track and field events. Track meets among the
teams from the neighboring Finnish communities were a
regular feature of the ficld days held by the various social
organizations.

Most of the Finnish members of the United Cooperative
Society also. belonged to the Socialist organization, which
owned the Parker Street hall, a large, homely, wooden structure
near the cooperative's branch store. This group also owned a
park about a mile from Maynard, where they had a large
wooden pavilion, a pond for swimming, and an athletic field
(there were no public parks of any size in Maynard}. At this
park the members of the organization held their field days with
speeches, refreshments, and athletics, and here also they had
their dances in the summer seasor.

These activities threw the Finnish cooperators into frequent
companionship, added to their mutual interests, increased their
group loyalty and their ability to work together in harmony.
They were also educational in some respects, of course. There
was not much emphasis on strictly educational projects. Aside
from the short institutes held in 1934 and 1939, there were no
classes or study groups either in cooperative subjects or in
other fields. In particular, there was no central library built up,
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" on which people could draw to increase their knowledge on
questions with which the cooperative was vitally concerned,
The subjects taken up by thed Women’s Guild and the “ Young
Cooperators ™ covered a wide range, but apparently none of them
came very close to hame in any systematic way. Neither group
had played any active role either i the formulation of policies
for the cooperative or in civic matters.

The Finnish cooperators, because of their long familiarity
with the cooperative and their support of it, seemed to assume
that they were well informed on cooperation and the problems
involved and that zll they could possibly be asked to do was
not to study themselves, but to tell non-Finns about it. At the
same time, they did not feel greatly concerned about the
problem of educating the many new non-Finnish members and
developing their understanding of and interest in the coopera-
tive. As one of the more experienced Finnish members put it,
if the English-speaking members did not know much about it,
they would learn gradually as time went on.



CHAPTER IX

THE CASE OF MAYNARD, MASSA-
CHUSETTS: CONCLUSIONS

I¥ Maynard, Massachusetts, we have the case of a small
industrial town where two consumers’ cooperative societies
have been developed at different times with considerable de-
grees of success, These cooperatives were built by radical
groups within the wage-earning population—rather homogene-
ous groups, composed in each instance of foreign-born workers
speaking one language., They were encouraged by the success
of other cooperatives, but evolved out of local leadership with-
out outside support. With the desire to increase the purchasing
power of their wages was combined the hope of buiiding a
stronger labor movement.

Maynard has been remarkable for the number of its different
national and political groups, It was largely as a reflection of
these divisions that there arpose not merely one cooperative
society but several. Thus, two additional cooperatives were de-
veloped during Maynard’s history. Neither of these, however,
ever expanded beyond the bounds of its original membership
nor attained any lasting economic success.

The first cooperative, which transacted a large and relatively
economical business for thirty years or more, but which
eventually weakened and disappeared, had been organized by
British immigrants. Little if any educational work was carried
on among the members, and the American-born children of the
founders, for whom economic problems were less pressing, evi-
dently lost interest in the affairs of the association. Its later
management was not sufficiently progressive to meet the com-
petition of chain stores.

The United Cooperative Society, founded by Finnish im-
migrants in 1go7, was very efficiently managed, With a rather
firm basis in the group solidarity and social philosophy of its
Finnish membership, it was able to extend its business on
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grounds of financial savings also, and has come to serve a large
proportion of the non-Finnish population of Maynard. Investi-
gation indicated that the patronage rebate of 4 per cent paid by
the society in 1936 did represent an actual saving to members
as compared with what they would have paid to private retailers
in the absence of the cooperatives. Reductions in the prices
charged by all retailers in Maynard, in certain cases in response
to cooperative competition, benefited other consumers as well
as the members of the cooperative society, The cooperative also
effected improvements in the quality of merchandise and
rendered a high standard of service.

Part of the savings undoubtedly represented profits which, in
a private business, would have been paid to owners. {The five
per cent interest paid to shareholders by the cooperative was
considered a cost of doing business—in 1936 it equalled less
than one-twentieth of the net earnings.) A portion of such
profits would have gone to local merchants and a portion to
chain store corporations. The net earnings of the United Co-
operative Society during its entire existence through 1938
(after payment of interest on capital but before patronage re-
funds} amounted to approximately $275,000. Whatever em-
phasis one may place on the fact, it can be said that had the
cooperative not existed, a large part of this sum would have
gone to persons of more than average wealth instead of being
refunded to the workers in Maynard. One effect of the co-
operative business was, therefore, to lessen inequality of
income.

Part of the earnings, again, resulted from superior efficiency,
appearing in lower costs of operation—including lower labor
costs, Economy of labor was brought about, not by lower wages
or longer hours, but by the employment of fewer persons than
would be needed by a typical private establishment of com-
parable size—average sales per employee were relatively great.?

{ Had the cooperative, it may be asked, brought about a reduction in the

number of jobs available? The writer did not securs any evidence on this
question one way or ancther. The shift in patronage from private stores to
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This, in turn, was facilitated by a substantial volume of sales
in each department, a volume assured by the cooperative nature
of the business and the size of the membership, There may
also have been some connection between the efficiency ‘with
which the society was managed and the interest which the
Finnish members took in the business, maintaining an active
supervision through the board of directors, Managers were, if
anything, paid less than they would have received for managmg
a private business similar in size.

The cooperative, of course, was more than a retail business.
It was an association of individuals, who had other purposes
in mind besides making savings on their purchases. Its active
members were sympathetic with the needs of the wage-earn-
ing class, and they found various means of helping this class
through the cooperative. The most obvious way was that of im-
proving the conditions of work for the fifty people its business
employed. The United Cooperative Society did set for its em-
ployees slightly higher minimum standards of pay than those
of private firms, it reduced their hours of work, and it gave
themn a greater degree of security in their jobs than they would
have had in private employment.

It also provided some more general aid to the wage-earners
in Maynard. Besides the savings it effected for them on their
purchases the society occasionaily gave economic assistance to
needy families, contributed to the support of the unemployed,
and fed the picket lines at the time of strikes.

In a town so dominated by an absentee corporation, where
the means of eaming a livelihood was severely restricted, and
where even that means might be denied for thinking too freely,
the more efficient cooperative establishment may have resulted in g reduction
of retail employment in Maynard. On the other hand, the dollars saved
in the form of rent, payroll, depreciation, ete, and refunded to the patrons
of the society, were probably spent by those patrons for more groceries,
more shoes, more pasoline, and thersfore created a larger number of jobs
in the industries producing those goods, The result may thus have been a
shift in employment from Maynard to several other localities, similar to the

thousands of such shifts which continually take place in a relatively free
economit system.
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the moral or spiritual contribution of a workers’ cooperative
society may have been more important that the material. To
otherwise dependent workers there was here one opportunity
for freedom of expression—a chance to participate on an
equal basis in the direction of a business enterprise. The co-
operative provided a small but practical example of economic
-democracy to a group which earned its living in an autocracy.
How much inspiration this example actually held for the
people of Maynard is another question. It was a successful at-
tempt by a group of the workers to solve one of their problems
for themselves—the problem of making their retail purchases
economically and without fear of exploitation by private mer-
chants. Consumers’ cooperation, nevertheless, had not attacked
~ what were, perhaps, the major problems of the community.
- The low wage-level in the mill, insecurity of employment, the
displacement of workers by the mill’s efficiency program, the
helpiess dependence of the town on the American Woolen
Company-—these problems remained practicaily untouched.

The actual direction of the United Cooperative Society was
limited to the Finnish membership. Although the business was
patronized by more English-speaking people than Finns, the
former had not been brought into active participation in the
affairs of the cooperative. As a business the Socciety had
reached the non-Finns, but as a social institution it remained
Finnish. .

The “ clannishness ” of the Finns, which probably promoted
the development of the cooperative society in the first place,
subsequently proved a limiting factor. Social prejudice—against
other nationalities and against radical philosophies—restrained
non-Finnish people from supporting the cooperative. The edu-
cational work of the society was, on the whole, not successful
in stimulating the interest or participation of English-speaking
people. Their patronage was gradually won on strictly economic
grounds,

The cultural activities carried on almost spontaneously by
the Finnish membership served to bind them together and
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strengthen their loyalty to the cooperative, but they did not
bring about cooperation with the non-Finnish members. The
barrier between the “ Americans” and the Finns seemed to
harden as the Finns grew older, and the early members of the
society became increasingly occupied with the question of main-
taining Finnish control. To most of their children the coopera-
tive was an institution to be taken for granted. To them
language was not a barrier, but neither was the cooperative
principle an idea of much vitality. The critical question of co-
operative success after the foreign-born members are gone is
yet to be answered,

To what extent have these same problems affected other
Finnish cooperatives in the United States? Have conditions
in other parts of the country made these problems more or less
critical? Is it possible to generalize as to the economic and
social basis for the organization of cooperatives among im-
migrants from the experience in Maynard?

- Have other cooperative societies been able to achieve the
same savings for consumers as the United Cooperative Society
in Maynard?

The Eastern Cooperative Wholesale, first organized by the
Maynard society together with other eastern cooperatives in
1928, has in recent years been growing rapidly in size and in-
fluence. What effect has the existence of a strong wholesale
federation had upon cooperative development?

To these questions a study of the Central Cooperative
Wholesale group of cooperatives in Michigan, Wisconsin, and
Minnesota should provide some answer,



PART II

COOPERATIVES IN THE LAKE SUPERIOR REGION
AND THEIR COOPERATIVE WHOLESALE



CHAPTER X

A SURVEY OF CONSUMERS’ COOPERA-
TIVES IN THE LAKE SUPERIOR
REGION

THE section of the United States in which cooperative stores
owned by consumers have been most successful is that im-
mediately south and west of Lake Superior. By 1938 there
were some I50 cooperative stores in this area, engaged in many
different lines of business, and transacting an aggregate volume
of trade now estimated at ten million dollars a year. These
stores have grown rapidly in recent years, and each new season
sees a further increase in their share of local business. They
do nearly one-tenth of the business of all cooperative store
associations in the United States, although operating in an
area with one per cent of the country’s population,

The cooperatives in this region take on added significance
because of the fact that most of them are members of a co-
operative federation with a central organization known as the
Central Cooperative Wholesale, through which they secure a
large proportion of their supplies. District federations have
also been organized by smaller groups of these cooperative
stores in recent years to provide additional services for which
neither the individual stores nor the wholesale were adapted.

Besides their business activities the cooperafives and their
members maintain an extensive cultural program. Two news-
papers, the Cooperative Buslder, and the Finish Coopevative
W eekly, reach the homes of 25,000 consumers each week, radio
programs are scheduled regularly over local broadcasting sta-
tions, plays, public meetings, and other social activities go
forward in each cooperative community. Rural parks owned by
the stores and federations provide a place for athletics and
children’s camps. Training schools and short-term institutes
are conducted as agencies for cooperative education.

i



LOCATION OF COOPERATIVE STORES IN MINNESOTA, WISCONSIN, AND MICHIGAN PURCHAS-
ING FROM THE CENTRAL COOPERATIVE WHOLESALE AT THE BEGINNING OF 1938

SHOWN IN RELATION 10 CITIES AND TOWNS OF MORE THAN 2500 POPULATION IN THE TERRITORY OF THE WHOLESALE
COOPERATIVE STORES REPRESENTED BY CROSSES (X)

STAILVEIJO0D SHIWASNOD
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The Central Cooperative Wholesale, situated at Superior,
Wisconsin, constitutes the hub of the region over which the
stores are scattered. Extending from the Upper Peninsula of
Michigan through northern Wisconsin and across most of the
northern haif of Minnesota, they are spread over an area 500
miles long and averaging 100 miles in width, with a population
of 1,200,000, This is a fairly distinct geographic section, com-
prising most of what is known to geographers as the “ Upper
Lake Region.”

Most of the 150 stores are located in the smaller towns and
villages of this area. They handle not only groceries and meats,
but also feeds, seeds, and fertilizer, and other farmers’ sup-
plies; coal and wood; hardware and farm implements; and
work clothing. The majority can be accurately described as
general stores. These cooperatives also sell gas and oil; while
only a few have separate service stations, nearly all have at
least a gasoline pump in front of the store.

Seventy cooperative store societies, operating some 110 of
these stores, were directly affiliated with the central organiza-
tion at Superior, in 1937, owning shares of its capital stock.
Thirty to thirty-five of the other stores also purchased through
the Central Cooperative Wholesale to some extent, although
they were not members,

There were thirteen other cooperative societies, believed to
be operating twenty-two stores, which held shares in the whole-
sale but after 1931 gave their support to a competing organiza-
tion, the Workers’ and Farmers® Cooperative Unity Alliance,
(The Alliance was dissolved in 1938 and these stores are now
renewing their patronage of the Central Cooperative Whole-
sale.) The total sales of the cooperative store societies in this
region, affiliated with the Central Cooperative Wholesale were
approximately $7,000,000 in 1936 and had increased to over
$8,000,000 in 1937. These societies had a membership of about

1 Including Webster Cooperative Craamery which operates a store, but
excluding cocperatives in Minneapolis, Minn,, and Waukegan, IlL, which
are outside this region.
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25,000 persons, Some 3,000 other persons belonged to the stores
in the Unity Alliance Group, whose sales were somewhat less
than $1,000,000 in 1936. There are no reports available for the
remaining cooperative stores in this region, but it may be esti-
mated that their sales were less than $1,000,000.

TaE PrororTIoN oF Business HANDLED BY COOPERATIVES

The business handled by these cooperatives was not a par-
ticularly important factor in the total retail trade of the region
as a whole. Thus, the sum of nine or ten million dollars may
be compared with $295,000,000, the total shown by the Census
of Business in 1935 for the fifty-eight counties falling within
this general area.® The cooperative share was evidently not
more than 3 per cent of the total.

In the sections where the cooperatives were most concen-
trated, however, they had greater relative importance, Thus, if
the comparison be confined to a contiguous group of seventeen
counties in northeastern Wisconsin, and western Michigan, and
the cities of Duluth and Superior be excluded, the cooperatives
included in their membership® 13 per cent of the population
and transacted about 6 per cent of the retail business. In the
rural comrmunities of these counties, where the cooperatives
were especially strong, the proportions were 17 per cent and
10 per cent respectively.

2 The area has been defined by the writer—somewhat arbitrarily—to in-
clude the entire Upper Peninsula of Michigan, sixteen contignous counties in
northern Wisconsin  (including on the south Polk, Barren, Rusk, Price,
Oneida, Forest, and Marinette Counties); and twenty-seven comtiguous
counties in Minnesota {including all of northern Mianesota except Kittson,
Clay, and Wilkin Counties on the west, and extending as far south as Otter
Tail, Crow Wing, Mille Lacs, Isanti, and Pine Counties). A complete list
is included in Appendix III.

3 In order to compare cooperative membership with the total population,
the number of shareholders listed by the cooperative societies was multiplied
by three. While it was assumed that the number of persons per family
averaged four or more, it was estimated that only three-fourths of the
shareholders listed represented actual families (In some cases thers are
two or more sharehglders in one family, and some of the shareholders listed
have died or moved to other localities.)
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The cooperative stores of the region have had their most
marked development in northeastern Minnesota, in the area
to the north and west of Duluth within a radius of 100 miles.
In St. Louis County, a county several times as large as the
State of Delaware, there were twenty-three cooperative store
societies, operating thirty-two grocery or general stores. The
sales of these societies in 1937 amounted to nearly $2,000,000.
Most of the stores were in places of less than 2,500 population.
The business they handled was not large in comparison with
the total for the county, which includes Duluth and several
other industrial towns. Nevertheless, of the 50,000 rural in-
habitants of St. Louis County more than one-quarter belonged
to cooperatives, and these societies transacted about a sixth of
all the retail business done in the rural communities.

The five cooperative societies in Carlton County, a small
one south of St. Louis County, numbered half the population
within their membership and transacted about one-quarter of
the retail sales. The largest community in this county is Clogquet
(population 7,000} and in Cloquet cooperative sales are close
to $1,000,000 a year. The Cloquet Cooperative Society, which
operates two stores in nearby rural communities as well as
those in Cloguet itself, is the largest cooperative store society
not only in the Lake Superior District but in the United States.
Cooperative societies also transacted more than one-tenth of
the total retail sales in Alger, Baraga, and Ontonagon Counties
in Michigan. They handled more than one-tenth of the rural
trade in several others.

S1zE oF THE COOPERATIVES

Situated as they are in a rather sparsely-populated region,
most of the cooperative societies are small ones, In relation to
the size of the communities in which they are located, how-
ever, they might be considered {fairly substantial. The volume
of their business in 1937 ranged from less than $20,000 for
the smallest society to the $1,157,000 of the Cloquet associa-
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tion* Average sales were over $mo;060 Since the average
volume of business of the private stores in the region was only
about $20,000 in 1935, and in the rural sections only half that
amount, it may be seen that the cooperative stores did a much
larger business than most private merchants. In many com-
munities the cooperative establishment was the largest in the
town.

The size of the membership of each cooperative corresponded
roughly to the volume of its business, The membership of the
great majority of the associations was between 100 and 500.
.The Cloguet society, on the other hand, had 2,700 shareholders,
Only ten other cooperatives had more than 500 members; the
sales of each of these were well over $100,000,

Most of the cooperatives had but a single store. Twenty,
nevertheless, were known to have branches. Three of them,
those at Mass, Rock, and Sault Ste, Marie, Michigan, had as
many as four branches each, Most of the other seventeen
had only one branch store.

Where the size of business has permitied, the cooperatives
have purchased or built additional facilities for particular lines
of business, such as service stations for gasoline, and ware-
houses for flour, feed and fertilizer, or farm machinery. The
Cloguet society has gone the farthest in the expansion of its
business facilities. This cooperative has in addition to its four
stores, a coal yard, a feed warehouse, two service stations, a
garage, and an automobile sales room.

While most of the cooperatives have gasoline pumps and a
few have service stations, very few could afford to install bulk
tanks for their gasoline. In order to secure their petroleum
supplies more economically, they have organized several
regional oil associations to purchase the gasoline in tank car
lots, store it in bulk tanks, and deliver it to the local filling

4 Of seventy societies for which figures sre available, the Cloquet Society
was the only one whose sales exceeded $316,000. Twenty-seven others bad
sales in excess of $100,000, though less than $316,000. Of the remaining
forty-two, the business of all but three fell between $25,000 and $r00,000
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stations, This has alsa enabled them to supply farmer mem-
bers directly from the tankwagon when desired.

These regional associations, formed and owned by the local
cooperatives, have begun to perform certain other services as
well as handle oil and gasoline. The Range Cooperative Federa-
tion, which includes most of the local societies on the Iron
Range of Minnesota, also operates an automobile sales agency
angd garage, a trucking business, and a funeral service, and has
established a creamery and a sausage factory for the benefit
of the individual members of the cooperatives,

The regional associations, as well as the local stores, are
shareholders in the Central-Cooperative Wholesale in Superior.
Their gasoline and oil and other supplies they purchase through
the wholesale, which does a brokerage business in petroleam
products in addition to its other lines,

TEE WHOLESALE

The cooperative wholesale handled a total business of more
than $3,000,000 in 1937. It sold a wide variety of products.
The bulk of its sales were in a general merchandise depart-
ment, which included canned goods, flour and feed, dry
groceries, hardware, and electrical appliances, but it also handled
bakery products, clothing, and gas and oil. Some products, of
course, it handled only on a brokerage basis, but it transacted
a considerable warehousing business. It had a large four-story
wholesale building in Superior, another smaller building in
Superior and a branch warehouse in Virginia, Minnesota. It
also operated its own bakery in a separate plant in Superior;
it had a modemn coffee-roasting plant in its main building, and
by 1938 feed mills at Superior and Virginia.

The wholesale sold only to cooperative societies. Since many
of the local cooperatives, especially those at a distance from
Superior, secured a substantial part of their goods from other
sources, its proportion of the total wholesale business in the
Lake Superior region was considerably less than the coopera-
tive stores’ proportion of the total retail business. It was, never-
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theless, one of the three or four largest wholesale establish-
ments in Duluth and Superior.

CHARACTER OF THE MEMBERSHIP

The cooperative store movement in the Lake Superior dis-
trict is mostly rural in character. Farmers predominate in the
membership of the majority of the societies in this region, It
cannot be considered merely a farmers’ movement, however.
Some of the largest cooperatives are composed principally of
wage-earners. The mining and lumbering industries are scat-
tered over a considerable part of the region, and the inhabitants
of many communities which might be considered rural in size
earn their living in the mines or lumber mills. Many also who
live on the land, work in mines or lumber camps part of the
year to secure 2 needed cash income which their farms will not
yield, The character of the cooperative membership is, there-
fore, a mixed one, part farmer and part wage-earner. Most of
the members are, in any case, persons of small incomes and
limited means, The Lake Superior district is not a well-to-do
section, nor.do the cooperatives include the most prosperous
elements of the local communities.

A large proportion of the cooperators are Finnish by birth
or by parentage, In most of the socicties there are Americans,
Scandinravians, or people of other nationalities as well as Finns,
but the Finns predominate in the large majority of cases. In
only a few of the cooperatives of the Central Cooperative
Wholesale group are the Finns in the minority.®

The Central Cooperative Wholesale is also predominantly
Finnish-American in character; perhaps even more so than
the membership of the stores to which it belongs. The directors
of the wholesale are all but one of Finnish birth, and 2 ma-
jority of its employees are of Finnish stock, The same is true

B 7At least 20% of the affiliated societies...are non-Finnish societies”,
according to a resolution presented by that group at the annml meeting of
the wholesale in April, 1938, Central Cooperative Wholesale, Fearbosk,
1038, p. 31
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of the Unity Alliance, Finns predominate in all the coopera-
tives of that group.

Practically all of the unaffiliated stores in the Lake Superior
region are non-Finnish. Most of them, while within the same
general area as the Central Cooperative Wholesale societies,
are relatively distant from Duluth and Superior, The majority
purchase a few of their supplies from the cooperative wholesale,
but many are within the St. Paul-Minneapolis or Milwaukee
wholesaling territories and buy from firms in those cities.

There are also in the Lake Superior district many producers’
and marketing cooperatives. The creameries are the most im-
portant, but grain elevators, cheese factories, and other
facilities have also been organized on a cooperative hasis. A
great many of the farmers who belong to these associations
hold membership also in cooperative stores. A few of the
producers’ cooperatives have themselves set up stores or feed-
buying departments to serve their members,

There are perhaps fifteen or twenty cooperative oil associa-
tions within the region, which have been set up independently
of store cooperatives and are affiliated with the Midland Co-
operative Wholesale in Minneapolis or the Farmers’ Union
Central Exchange, a cooperative wholesale located in South
St. Paul. These may be considered consumers’ cooperatives.
For the most part, however, they are scattered over the outlying
sections of the region, and their contacts are almost entirely
with St. Paul and Minneapolis, They have not been treated by
the writer as an integral part of the cooperative movement of
the Lake Superior region.



CHAPTER XI

THE ENVIRONMENT IN WHICH
THEY DEVELOPED

THE geographic region in which these cooperative stores
are located includes eastern Minnesota, northern Wisconsin,
the upper peninsula of Michigan, and the northern part of
Michigan’s lower peninsula. Not only was this whole territory
at one time covered by the continental glacier, but the effects
left by the glacial period were essentially similar throughout
the * Upper Lake Region ”. These effects were, on the whole,
destructive. The glacier scraped away the top-soil and the
softer layers of the surface, depositing them widespread over
the more fortunate counties to the south; in many cases leav-
ing nothing but bare rock. It dug frequent hollows in the earth,
which subsequently became lakes, and other shallower ones,
which are now swamp-land. The lakes, of course, give the land
a. distinctive beauty; there are 17,000 in the states of Min-
nesota, Wisconsin, and Michigan, and most of them are in
this area.

Tar Pravsical RESOURCES oF THE REclow

Aithongh the glacier swept away most of the best soil and
scattered boulders over what was left, the region retained im-
portant sources of wealth, When the white races began to
filter into it, the land was entirely covered with forests. On the
upper peninsula of Michigan were lodes of copper, not merely
copper ore but pure copper that had only to be dug out of the
ground. The iron deposits were also unusually rich and much
more extensive. They were spread through ranges of hills
to the north and south of the western end of Lake Superior,
in many cases in solid masses near the surface of the earth
and so soft that the ore could be scooped up with steam shovels.

The forests were also found convenient to exploit. Heavy
snows in the winter made it easier to move the logs. Extensive
lumbering got under way after the Civil War, and Michigan
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soon became the leading state in the Union in lumber produc-
tion, then Wisconsin tock the iead, and next Minnesota, By
the turn of the century, however, the leading place in lumber
production had passed on to the Pacific Northwest. The lumber-
men came mostly from the East. They did not halt to make
homes in the land they cut over. They removed all the valuable
timber and then moved on to the virgin woods, leaving a barren
and unpeopled wilderness. Following close on the heels of the
lumber industry came the forest fire. Fire swept over every
part of the region time and again, rapidly destroying the humus
in the soil and even destroying the soil itself where it had
crept thinly over bare rock. Now the forests cannot be restored
even by the care and diligence of a generation of men, but only
over centuries of undisturbed growth,

There are, of course, still remote sections of the region in
which the lumber companies find more virgin pine to cut, while
in others second-growth pine and less valuable kinds of wood
are being cut for industrial purposes. There are saw-mills here
and there, and there are large paper and other wood-product
mills which give considerable employment.

The mines have now become the most important source of
industrial employment in the region. The copper lodes, which
had been worked by the Indians before the white men arrived,
were exploited by modern entrepreneurs before the Civil War.
Cheap Iabor was brought in from Europe to do the actual min-
ing. Michigan remained the leading copper-producing state until
1887, when the mineral wealth of Montana was being de-
veloped. In later years the Michigan companies have had to
sink their shafts further and further into the ground, indicat-
ing that the supplies may be giving out before long.

The far more extensive deposits of iron beneath the surface
further to the west were not discovered until after the Civil
War. They were developed rapidly, though, and iron ore was
riding to eastern cities in large quantities by 1880.r Control

1 Gradual exhaustion of high grade iron ore is also in prospect. Ore ship-
ments have exceeded discoveries since 1615, “According to the best estimates
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of the mines soon became centralized under large corporations,
and control of these in turn was brought up by the powerful
steel manufacturing companies in the East and Midwest. The
entire industry has thus come to be dominated by a relatively
few absentee corporations, notably the United States Steel
Corporation, and the mines have been administered by super-
intendents taking their orders from Chicage or New York

Its PopuraTioN

Labor for the mines has been drawn from the countries
of eastern and southern Europe. Finns and Scandinavians,
Poles, Italians, Croats, and Slovenians, and workers of many
other nationalities have come, and large centers of population
have sprung up about the mines, The wages were never very
large, too small to attract American labor; the housing was
make-shift and ugly.

Insecurity and dependence characterized the economic life
of the population. With relatively few opportunities for em-
ployment outside the mines, most individuals were at a disad-
vantage in bargaining with the mining companies, The divis-
ions in language and mnationality delayed the growth of
unions among the working force and made it easier for the
mining companies to break down any united oppesition by
their employees to the terms of employment. Often in a gang
of four men laboring together there were no two who spoke
the same language,

Large towns grew up at the ports on Lake Superior where
the iron ore was transferred from train to boat and shipped
down to the lakes, The port of Duluth-Superior, in particular,
handles great quantities of iron ore going out and of ceal
coming in from the lower lake cities, as well as wheat from
the grain states to the west. Duluth and Superior, with popu-
lations of 101,000 and 36,000 respectively, are the largest
cities in the region,
the remaining ores will last cnly 20 fo 30 years longer” Paul H. Landis,
“The Life Cycle of the Iron Mining Town,” in Social Forcer, Vol 13,
No. 2, Dec. "34
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Here, too, the labor is largely foreign-born or of foreign
parentage. The two largest groups on the docks are the Swedes
and Norwegians, who seemed to prefer this type of work to
jobs in the iron mines “on the range”. The dock workers
only recently have formed successful unions to bargain with
their steelcorporation employees. There have been unions
among the railroad workers of the two cities, however, for a
number of years.

Because of the climate the ports are open only seven months
of the year. The dock and railroad workers are consequently
faced with a considerable period of unemployment every
winter. Many seek employment during that period in logging
camps or in the mines, and some go south.

FarMinGg 1N THE LARE Svuperior DistrRICT

Third among the Lake Superior region’s resources was its
soil* Many, if not most, of the immigrants to this region came
in the hope of finding land and establishing farms. Many had
been attracted by the advertisements of the state immigration
bureaus or of private land companies. They found it a dis-
couraging land in which to start farms. Some of the scil was
good ; but not all of it was good that looked good. Practically
all of the typical homestead was covered with either trees or
stumps, and these had to be cleared first. The lower-lying land
often had to be drained, and from the higher ground boulders
had to be moved away. The growing season was relatively
short—in some sections no more than one hundred days—and
summer frosts were not infrequent,

Professor J. Russell Smith has remarked: * Here is one
case in America where it was the man who got exploited more
than the land. Upon the average it is probably true that most
of the farmers who have gone into this territory would have
gained more material possessions for the same effort if they

2 Fish, wild berries, wild game—notably the fur-bearing animals—provided
a living for the Indian tribes who inhabited this area hefore the white man
came. Fishing, hunting, and scenic beanty are becoming increzsingly im-
poriant resources today.
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had bought the cheap lands of the North Atlantic Coast Plain,
some parts of the Northern Piedmont, or the more wholesome
sections of the Cotton Belt. But thousands of them have gone
in and have succeeded. . . .”*

It was slow work to clear the land and erect the buildings
for a farm, usually requiring a period of years. Most of the
immigrants had little or no capital. Many of them worked in
the mines or the logging camps for five or ten years before
they had the cash needed even to claim their homestead or
buy a small farm from a land company. After they had started
to clear the land, they were able to keep alive only by returning
to mining or logging for part of the year to earn some cash
income.

Once they had their homesteads on a subsistence basis, the
settlers gradually turned to raising livestock or dairying and
to planting potatoes and rutabagas for sale on the market. A
terrain that was only partly cleared or too rough for the plow *
eould at least be used for pasture, and hay to feed the cattle
in winter could be raised without fear of the frosts. The cool,
moist climate was almost ideal for potatoes. None of the
farmers accumulated any great wealth, but most of them were
able to struggle along and make a living for their families.

The farms in this region are small ones. The settlers who
secured their land ander the Homestead Act have 160 acres,
but the great majority bought from the private land companies
and generally have only go0. Agricultural statistics for Carlton
and St. Louis Counties, Minnesota, where cooperatives are
most concentrated, reveal that the average size of the farms
in these counties in 1935 was 77 acres, compared with an
average of 161 acres for the state of Minnesota as a whole and
an average of 155 for the United States. The value of the
land was also less than in most other farming districts. In con-
sequence, the average value of the farms in these two counties

3 1. Russell Smith, North Americo (New York, 1925).
4 Only 28% of the land in farms in St. Losis County was available for
crops in 1935 7. S\ Censwur of Agriculiure, 19386, vol, I
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was only $2,400. For the State of Minnesota the average farm
was worth $6,800, and the average for the entire country.was
$4.800. 1t is werti: remarking, nevertheless, that only one-
tenth of the farmers in Carlton and St. Louis Counties were
tenants.®

On the whole, it is only the hardier immigrants who suc-
ceeded in establishing farms and winning their independence
of the industrial employers and the private money-lenders.
Considering the great area of the region, the number of farmers
is relatively small. The chance to establish himself on the land
has never been an easy alternative for the man who did not
like his job in the mine or the mill*

TeEe FiNNs

Of the immigrants to the Lake Superior region the largest
groups were Scandinavians and Finns. Next to the Swedes,
the Finns were probably the largest group from any one
European country. About 75,000 of them came to this section;
together with their children they now number 150,000.%

The Finns probably represented a larger proportion of the
immigrants who actually settled the land than did any other
group. The Swedes tended to congregate in the larger cities
or to seek farms further south where there was no forest to
be cleared. The Finns and the Norwegians, it is said, were the
ones who cleared the forest and settled northern Minnesota.

Most of the Finns came from the agricultural sections of
Finland and the land from which they came is remarkably
similar to that of the Lake Superior region. The glacial period
apparently treated both areas in much the same way, leaving
them fairly flat, but with thousands of lakes and productive of
a forest of great wealth and variety. Even the flowers of the

& I'bid.

& Workers were forced to resort to the land to some extent by periods of
industrial inactivity and by strikes, especially by the bifter and prolonged
strike at the end of the war. Mmmdlmlamdstrikersmblack-iistcd
and refused further employment by the mining companies,

Y U. S. Census, 19307 Stafistics of Population. For a brief description of
the Finns, see Chapter IIL.



162 CONSUMERS' COOPERATIVES

two regions are much the same, It is this similarity more than
any other single factor, according to Professor Eugene Van-
Cleef, which has drawn the Finns to this particular part of
the United States.®

The Finnish immigration commenced in the 1860’s, when
some Finns came to the copper country of Michigan and others
settled around Cokato, west of Minneapolis. Other Finns came
later to the rest of the upper peninsula of Michigan, to northern
Wisconsin, and to northern Minnesota. Most of them arrived
between about 1890 and 1915,

What the Finns wanted was not monetary wealth but land,
Yet, since few had any capital, they had to accept whatever
employment they could find. In the early years the only work
available was in the mines or lumber camps, The typical Finn
in northeastern Minnesota worked in the mines for from two
to five years, only long enough to accumulate some small sav-
ings. Then he set out to make himself 2 farm, He built a small
tar-paper shack and cleared perhaps one acre the first summer,
Then he planted potatoes and rutabagas, and as soon as pos-
sible bought:a cow and some chickens, It was almost an axiom:
" Where there's a Finn, there’s a cow.”

Industrial employers found the Finns good workers. They
were efficient and reliable, and showed great endurance, They
were, moreover, the thriftiest of all the nationalities in the
mines or the lumber camps. At the same time they were found
suspicious of strangers and stolid of nature. They seemed to
Professor VanCleef to make * an ideal pioneer ”.

The Finns, as noted in Chapter III, were also a well-educated
people. There was practically no illiteracy among them. In 1918,
when there were 150,000 persons of Finnish birth in the United
States, there were 29 periodicals of one sort or another pub-
lished in the Fimnish language in the United States with a
combined circulation of 111,500.°

8 Eugene VanCleef, * The Finn in America ™, in the Geographical Review,
vol. VI, Na. 3, pp. 185-214; Sept., 1918,
8 Ihid.
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They were not quick to learn English, however. The Fin-
nish tongue varies more from the English than it dees from
almost any other Eurcpean language, and the Finns found
English very difficult to learn.

L]

FixxnisE Socisl ORGANIZATIONS

It is for this reason, according to some Finnish observers,
that the Finns in this country have developed such extensive
social and cultural activities of their own rather than participat-
ing in the more diffuse American social life. In Finland the
great majority of the citizens belong to the Lutheran Church,
which was the State Church. Many Finnish Lutheran churches
were established in this country and were joined by most of the
early Finns who came here, They naturally constituted a center
of social life for the Finns in this country. The members of
the churches alsc set up “ temperance societies ¥, with separate
hails where they might hold dances and stage amateur plays.

Most of the immigrants came from the agricultural areas
of northern and central Finland, and were conservative of
philosophy; there were very few Socizlists among them. In
this country, however, most of them had to work in the mines
or lumber camps some time before they were able to get back
to farming again. Suffering a common lot with many fellow-
workers in the employ of profit-seeking corporations, they ap-
parently lost their individualism and developed a considerable
spirit of group solidarity; the Socialist doctrines brought by
the intellectuals from the cities of south Finland, with whom
they mixed, spread rapidly.

The more radical of the members soon broke away from
the churches and the temperance societies to found Socialist
organizations, As many as 200 Finnish Socialist clubs are
estimated to have sprung up in the Lake Superior region. They
formed the Finnish Workers’ Federation, affiliated with the
American Socialist party, and founded their own Finnish news-
paper, the “ Tyomies” (Workingman), published at first in
Hancock and later in Superior, whence it was forced to re-
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"move by the enmity of the copper companies. As in Massa-
chusetts, these Socialist clubs erected their own halls; many
had full-time dramatic directors. They also developed athletic
associations, holding track and gymnastic competitions sum-
mer and winter, and some of the clubs undertook to develop
amateur pperas,

To some extent, perhaps, the Socialist organizations took
the place of the church in the cultural life of their adherents.
The members met regularly to hear speeches setting forth the
ramifications of the socialist philosophy, and its idealistic as-
pects perhaps appealed to them in the same way as the ideals
of conventional religion.

Their influence did not stop there, however. They gave moral
support to the workers in their struggles with the employers
and helped them to recruit members and financial support for
labor unions, It was also mainly out of these organizations that
the consumers’ cooperatives were born.

SUMMARY

Before thé development of these cooperatives is described,
it is worth noting some of the features of this background
which made cooperative growth more likely in this particular
region. This was, in the first place, not a2 section in which it
was easy for men to make a living. Settlers found the soil hard
to work, the forest cut over; the climate was unkind to farmers.
The location and the natural resources of the region were such
that the industries were limited to two or three major
occupations.

Most of the population was drawn from Europe, particularly
the northern and eastern countries of Europe. It was divided
among many tongues, The farmers of the region came from
these same immigrant groups, and probably had an affinity
with the people in the industrial communities, which was un-
ugual. They became, for the most part, small, fairly independent
farmers, but not well-to-do.
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The Finnish immigrants, among whom cooperatives were’
most successful, did not mix with the rest of the population”
but developed instead extensive social institutions of their own.
A large proportion of the Finns embraced the Socialist phileso-
phy and organized units of the Socialist party. These people
led in organizing consumers’ cooperatives.



' CHAPTER XII

THE DEVELOPMENT OF CONSUMERS’ CO-
OPERATIVES—WHY, WHEN, WHERE

CoOPERATIVE stores had been founded in the Lake Superior
district, especially in the counties to the south, before the Fin-
nish cooperatives began to appear. Several stores were started
by farmers in the early Grange movement, and many more
were organized by agents of the Right Relationship League in
the early 1900's. The Scandinavian Cooperative Mercantile
Company, still in operation at Two Harbors, Minnesota, had
its origin in 1894. The great majority of the cooperatives that
were organized in earlier years, however, were launched by
members who were ill-informed on cooperative principles and
imbued more with a spirit of passing enthusiasm than 2 feeling
of social solidarity. Most of these enterprises dissolved at the
first appearance of adversity, and few survived until recent
years,

The Finnish store societies developed in the first twenty
years of the new century. Although only a few of the stores
now in operation were organized before 1910, it seems likely
that as many as a score of cooperatives were actually started
during the first decade. A much larger number were initiated
in the ten years following.?

Most of these cooperative stores were apparently organized
by members of the Socialist workers’ clubs, They were not
sponsored officially by the Socialist party, to be sure. Rather

1 The writer has not found any record of the dates at whick the first
Finnish cooperatives were founded, Few, if any, seem to have heen started
prior to the turn of the century. Existing societies which were initiated be-
fore 1910 are at Menahga, Minn. {1905) ; Brantwood, Wis. {1906} ; Clifford,
Wis. (1g06); Biwabik, Minn. (1907) ; Embarrass, Minn, {1900} ; Virginia,
Minn {1900); Clogquet, Minn, {1909 — incorporated in :910). The co-
operative at Nashwauk, Minn.,, was started as a boarding-house in 1908, but
the stors was not established until 1917, There was prebably 2 omch larger
nwmber of early stores which have not survived.

166
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they were developed by the local workers and farmers to meet
a specific need, just as these groups built halls in which to hold-
their meetings and carry on their social life and organized labor
unions or marketing associatigns to serve their interests as
producers, They may, therefore, be regarded as the integral
part of a progressive labor movement rather than as an in-
dependent movement in the name of consumers’ cooperation.
A large number of the societies were founded by farmers in
agricultural communities, but most of these farmers came to
the land after working in the mines and lumber camps—many
of them even returned to industrial occupations from time to
time to earn badly-needed cash. Many of the Socialist organi-
zations were in farming communities. There was, moreover,
probably more social contact between farm and town than was
to be found in more settled agricultural areas. .

“ EXPLOITATION ” BY RETATL. MERCHANTS

One of the major needs the cooperative societies were in-
tended to meet, of course, was that of securing more goods
for the meagre income that the members had to spend—stated
in the terms of their philosophy: to eliminate “ exploitation ”
by the retail merchant. The prices charged by private stores
seemed particularly high in the new rural settlements where
the population was growing and competition was at its weakest
—both because of the limited number of stores and because of
the isolation of the community. At Embarrass, Minnesota, for
example, where Finns cleared the land and established their
families while they continued to work in the iron mines of the
Range, there was only one store, and the Finns had the choice
of paying the prices asked or hauling their supplies for ten or
fifteen miles. There was also but one store at Clifford, Wis-
consin, where the Finnish settlers depended for a living at first
on the timber they could sell off their land,

The quality of the goods they were supplied by private mer-
chants also was often unsatisfactory to the Finns. The coop-
erative boarding-house established by the miners at Nashwauk
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—-and perhaps many of the other cooperative boarding-houses
—was started largely because the workers did not like their
fare at private houses,

Credit was commonly extended to the workers by the mer-
chants in this territory; indeed, cash stores were seldom to be
found. The credit system, however, merely seemed to the hard-
pressed immigrants another means for exploitation, The Finns
testify that when they had run up so large an account that they
felt obliged to patronize the creditor merchant for fear he
would attach their wages or their property, they were sold
inferior goods or otherwise abused. At Cloquet a number of
farmers are reported to have lost their land when merchants
did secure attachments for their accounts, and it seemed to
farmers as if the store-keepers were using this method deliber~
ately to secure possession of their farms,

In the crude pioneer communities the store-keeper dealt with
the settlers in two capacities, He not only sold them their sup-
plies but purchased their produce. Many of the cooperative
stores were organized by the Finns to escape exploitation in
‘marketing as.well as in securing their supplies, The farmers at
Brantwood, Wisconsin, for example, used to contract with the
local merchant to take the timber they cut from their land;
they are reported to have found at the end of each season that
their timber had been sold at a price lower than they had
agreed, and that various subtractions had been made from their
gross receipts on one ground or another. Consequently, the co-
operative society which they started in 1906 as a buying club
was also made to serve as a marketing agency for their timber.
Similar experiences at Embarrass are said to have played a part
in the development of the cooperative there. At Rock, Michigan,
the cooperative society was started in 1912 as a2 marketing club;
later the cooperative store not only sold the members' forest
products, but financed the woodcutters by buying timber-land
for them and furnishing them supplies while they got out the
timber. To cover the cost of its services it charged a flat com-
mission of so much per hundred feet of timber marketed or
so much per cord.
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OTHER INCENTIVES

The incentive of immediate economic gain was not always
the major factor in the initiation of a cooperative society.
Several of the stores grew out of struggles between the workers
and their industrial employers, and the need of the workers for
stores of their own to assist them. In the bitterly-fought strike
led by the Finnish Socialists against the copper companies in
1913, the strikers found that the private stores where they
had traded refused to extend them credit during the strike and
otherwise sided with the employers. The miners’ union operated
its own store for a few months during the strike. When the
strike had been beaten and this store forced to close, the
farmers in the surrounding country are said to have joined
with the miners to establish a cooperative store in Hancock
with a branch in Calumet. The store society with headguarters
in Mass, Michigan, is also supposed to have been founded in
connection with this strike.

The present manager’s explanation of the establishment of
the cooperative at Cloquet provides another instance where the
direct economic incentive was apparently ‘of secondary im-
portance in the actual initiation of the project. According to the
cooperative manager, the owners of the large Finnish store in
Cloguet were members of the conservative Finnish temperance
society, in whose hall the local Socialists were allowed to meet.
Subsequently, however, the temperance society denied the So-
cialist organization the use of the hall on account of their
radicalism. Their ire aroused, the Socialists not only built their
own hall but started a cooperative store rather than continue
to patronize the members of the temperance society,

The part played in the initiation of such stores by Finns who
had belonged to cooperatives in Finland is open to question,
There must have been such members among many of the
groups—they are mentioned, for example, at Cloguet—but the
movement in Finland was still relatively young at the time,
In fact, it did not get well under way nntil the first decade of
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the century, the very period in which the first societies were
being founded here. According to several well-informed mem-
bers of the movement here, the leaders in America hag not
had experience in cooperatives in the home country.

Language difficulties or differences in nationality between the
Finns and other people in this country cannot be considered
the major explanation for the launching of cooperatives; there
were many private stores set up by Finns to sell to their fellow-
countrymen, The organization of cooperatives was more in re-
bellion against Finnish stores and the Finnish conservatives
than against the “ American " community.* In some places, of
course, the opposite may have been true, and there are un-
doubtedly many cases where in later years the common op-
position of all the local “ Americans” to cooperatives has
strengthened the Finns’ support of their cooperative enterprises.
It must be noted, however, that in many sections the more con-
servative Finns not only had no part in the organization of co-
operative societies but have consistently shied away from them.

One further factor promoting the formation of cooperatives
may be mentioned, although it has seldom been discussed, ie.,
the part played by individuals who wished jobs with the move-
ment. Such persons must be important in the formation of
nearly all cooperative enterprises, and their motive need not
always be a purely selfish one. Positions as managers of the
Finnish cooperatives probably seemed desirable alternatives to
work in the mine or on an uncleared homestead. Some posts
in the movement have been occupied by men who were denied
industrial employment because of their radicalism or union
organizing, and they seem to have served the cooperatives well.
There were also cases in which cooperative stores were started
and operated by men who had no interest in the movement,
but hoped to secure stores of their own. Such cooperatives
frequently met an early end.

2 A3 in the section on Maynard, the term “American” is used to include

all those non-Finnish elements in the population, who consider themselves
assirnilated in the American community.
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INADEQUATE CAPITAL AND PERSONNEL

The workers and farmers who started the cooperatives were
people of little worldly wealth, and the capital which they were
able to collect was relatively small. Many of the stores were
started with only a few hundred dollars. Members contributed
their labor to help build the store, and often the building ma-
terials as well. Since most of the stores were organized with
from fifty to a hundred members, they could usually count on
a fair volume of trade, even if they could not provide the
facilities or the stock of the private stores. With such small
reserves, however, a cooperative might easily succumb to
financial misfortunes.

Insufficient capital was all the more of a handicap, in view
of the fact that the stores were almost forced to extend credit.
The income of the settlers varied greatly with the seasons, and
most of the members who were working in mines or lumber
camps faced recurring periods of seasonal unemployment. The
members found it very difficult to accumulate sufficient savings
to carry them over the lean months, especially as they had be-
come accustomed to receive credit at private stores. The grant-
ing of credit made the cooperative itself all the more likely to
need credit from wholesalers, so that it was unable to secure
cash discounts on its purchases,

Perhaps the greatest problem that these early cooperatives
faced was the absence of any trained personnel to operate the
stores. It was easy to consider the store positions as pleasant
berths for deserving members, even when leadership did not
happen to slip into the hands of one or two families with eligible
relatives. The wage-earners or farmers easily under-estimated
the complexity of a retail business. If, on the other hand, the
management was entrusted to a " business man ", the merchant
who undertook to run such a ** doubtful ”’ sort of business was
often one who could not succeed in business for himself; he
seldom had much sympathy for the purposes of the organiza-
tion. The bookkeeping practiced in these stores seems as a rule
to have been inadequate to give the members any real control
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over the management. The actual management of the stores was
generally inefficient and frequently led the societies to the verge
of bankruptcy before the members realized that anything was
amiss.

From the very start the cooperatives undoubtedly met the
united oposition of the business community. Besides being a
threat to private business, they were often identified 2s “ So-
cialist stores ” and bore the brunt of the social prejudice of the
conservative population. In so far as these forces promoted
the unity of the members—and they did in many cases—they
constituted advantages as well as disadvantages. The supporters
of the cooperatives, however, sometimes fought among them-
selves. In 1913 and 1914 splits occurred among a large number
of the Finnish Socialist locals, ostensibly over the question of
“ Revisionism ", a phase of Marxist theory. Many Finnish
Socialist workers also went over to the I. W. W, daring the
years immediately preceding and during the World War. How-
ever, this does not mean that they necessarily left the coopera-
tives,

A number of the cooperative societies were begun as buying
clubs rather than as full-fledged stores. Group purchasing on
this basis required less capital and fewer members, While the
mechanics of the method were none too practical and some-
times led to dissolution, some groups were able in this way to
build up the working capital for a store. What was perhaps
more important, the members secured some lessons in working
together and in the problems of business mahagement,

A great many of the early Finnish cooperatives undoubtedly
ended in failure, but some of them are known to have been
fairly prosperous, even in their first years, The cooperative at
Hancock, Michigan, which in 1914 with an initial capital of
only $360 established stores at both Hancock and Calumet,
achieved immediate success. By the end of the war, it had
cpened three additional branches.

The Finnish societies did not as a rule return all the net
earnings of the business to the members as patronage rebates
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but set part of them aside to build up their resources. The
Clequet association, for example, organized in rgro, paid no
trade rebates until 1917; instead put all earnings into a surplus
account. Although these earnings were not large, it was able in
the first seven years to achieve a net worth of $7,000 with only
$2,650 capital paid in. Many cooperatives made it a practice to
pay rebates in the form of shares, thus retaining the earnings
in the business but at the same t{ime giving some reward to the
more loyal members. The society at Clifford, Wisconsin, which
was organized by sixteen Finnish settlers in 1906 with contri-
butions of $10 each and the erection of 2 small shack in which
to do business, paid all its refunds in shares for many years.
Though situated in a rural community of a few humdred in-
habitants, it accumulated $15,000 in capital in a period of about
fifteen years. Its membership increased to over one hundred,
and when prices were at their peak just after the war, its sales -
were as high as $10,000 a month.

There is no record, to the writer’s knowledge, of the num-
ber of cooperative store societies which were started by the
Finns nor of the number which failed. Nevertheless, it may
be estimated roughly that there were fifty or more in operation
in the Lake Superior district in 1917,

These societies were run independently of one another and
with relatively little mutual assistance. Those which had been
started by the members of Socialist groups did have some
regular contact with one another through their Socialist organi-
zations, The Socialist newspaper, T'yomies, encouraged the co-
operatives and spread information about the movement through
its columns, There was, in addition, an “ American-Finnish
Cooperative League” which had been organized sometime
prior to 1917. This was evidently the first effort of the co-
operatives to stand on their own feet as a group, Still, it does
not seem to have had a comprehensive membership nor to
have been very active,



CHAPTER XIII
THE COOPERATIVE WHOLESALE

ESTABLISHMENT OF THE WHOLESALE

ForLLowinG the entrance of the United States into the war
in April, 1917, the supplies of important foodstuffs became
increasingly restricted, both by official regulations and by war
purchases. Cooperative societies had difficulty in replenishing
their stocks, and it seemed to them that the private wholesale |
companies from which they bought were discriminating against
them in favor of private merchants. Letters from the managers
of the Hancock, Michigan, and Iron River, Wisconsin, stores
appeared in Tyomies suggesting the institution of some pool-
buying plan by a number of the cooperatives. These letters ap-
parently led to the call for a conference of cooperative repre-
sentatives, which convened in Superior, the home of Tyomies,
July 30-31, 1917, with delegates preserit from nineteen local
societies,

Other motives besides the interest in joint purchasing evi-
dently led to this conference. Delegates were anxious to discuss
their educational and management problems in general®! The
chief result of the meeting, however, was the decision to estab-
lish a cooperative wholesale, Fifteen of the societies represented
agreed to subscribe for shares in the enterprise, the delegates
of the other four societies promising only to refer the matter
to their memberships,

As a first step the following September the manager of the
Hancock society set up a buying office at a borrowed desk ig
the Tyomies building in Superior.? Thence he sallied forth to
make buying agreements with millers and coffee roasters for
the member stores.

1 (Y. article by George Halonen in Third Yearbook, Northern Siates Co-
operative League (Minneapolis: 1027}, pp. 121-3.

2 According to the Caoperative Builder (Aug. 38, 1917), be shared 2 room
with the editor of a Finnish humorcus magazine
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The name chosen for the organization was the Cooperative
Central Exchange, It was originally intended that the con-
cern would market the members’ potatoes and other products
as well as purchase their supplies, but after some initial attempts
the marketing function had to be abandoned as impracticable.
With very little working capital, most of the organization’s
business in the ‘early months was ‘sub-jobbing from private
wholesalers, though they were able to buy flour and coffee
direct. At the end of 1917 the capital paid in amounted to only
$480. Sales of only $25,000 had been arranged in the first
four months, Nevertheless, commissions were sufficient to cover
the manager’s expenses, and the Exchange was able to show a
small net profit from the start.

The following year the organization was able to raise $6,000
in capital, as the societies sent in their payments for stock and
ten additional cooperatives became members, It purchased a
three-story building in Superior in September, 1918, and com-
menced warehousing activities, Sales for the year 1919 were
$313,000, on which there was a net gain of over $7,000—more
than 100 per cent of the Exchange’s net worth at the beginning
of the year. The wholesale, like many of the local Finnish
cooperatives, made it a practice to retain most of its earnings
either by putting them in a surplus account or by crediting them
to the member societies in the form of share rebates, and
after the first two or three years it was able to finance itself
largely out of its own operations.

It had been decided by the delegates of the member societies
at the first annual meeting of the Exchange {February, 1918)
to establish a bakery that would supply the local stores, particu-
larly with the Finnish varieties of baked goods. Such 2 bakery
was installed in the first floor of the warehouse building in
October, 1919, and became a permanent part of the wholesale
establishment.

The number of societies subscribing for membership in the
Exchange went up rapidly during its first four years of opera-
tion. From the original fifteen in 1917 the member cooperatives
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increased to fifty-six at the end of 1921. Sales to private mer-
chants were forbidden, but orders were taken from cooperative
societies which were not members of the Exchange. Sales were
made to over one hundred customers in 1921. Business with
non-members, however, never amounted to more than one-
fourth of the sales of the organization.

The Cooperative Central Exchange was not simply a busi-
ness concern endeavoring to perform wholesale buying for the
cooperative stores. Its establishment also made possible the
fulfillment of other needs which the local societies had felt.
One of these was the training of cooperative managers and
other employees.

As early as July, 1918, the board of the wholesale was able
to arrange a one-week course in bookkeeping, in which fifteen
students participated. The following year the first session of
what became an annual Cooperative Training School was held
at Superior. In a period of a few weeks the more experienced
cooperative leaders undertook to impart to the students mot
only the elements of accounting and store management but a
brief analysis of economics, sociology, and cooperative history.

The leaders were also concerned with educational work of a
broader sort, in developing the interest of the members of the
local cooperatives in the activities of their societies and in the
movement as a whole, and in building a more unified and pro-
gressive movement. They therefore established an educational
department in the wholesale in March, 1920, with a full-time
director. The man chosen for the position was a Finmish So-
cialist editor.

Another auxiliary department was started in Januvary, 1922.
The irregularity of the bookkeeping of the local societies made
it evident that periodical audits would have to be performed, if
the central organization was to give the stores much assistance
in their management problems. The financial difficulties oc-
casioned in many of the cooperatives by the economic crisis of
1920-1G21 brought the problem to a head. The Exchange en-
gaged a Finnish accountant who had already been active in the
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movement in northern Minnesota to make several audits in
the latter part of 1921, and a regular auditing department was
established scon afterward. Within two or three years regular
audits were being made for practically all the cooperatives
affiliated with the Cooperative Central Exchange.

The auditing department came to play a role of increasing
importance in the cooperative store movement. The members
of the depariment not only developed standard accounting
forms for the societies and helped to train their employees, but
- vendered the managers and boards of directors constant advice
on their financial and management problems.

EconvoMic CoNDITIONS, Ig19-22, AND THEIR EFrECTS
oN THE COOPERATIVES

The first year and a half following the close of the war was
a very stimulating period for the cooperative movement in the
Lake Superior district as well as in the rest of the United
States. Retail prices and the cost of living, already relatively
high, were mounting still higher. There was a wave of public
interest in consumers’ cooperatives, both as a means of curb-
ing prices and as a path to a new economic system. Not only
were local groups of consumers starting buying clubs or modest
stores, but professional promoters were supplying the organiz-
ing genius for grandiose cooperative systems.

There seem to have been at least thirty or forty new coop-
erative stores organized in the Lake Superior district in the
two years, 1919 and 1gz0. In addition, the sales and member-
ship of most of the existing societies were expanding to new
heights. The rising prices provided the cooperatives with un-
usually large surpluses over expenditures.

Prices broke in the summer of 1g20. The Cooperative Cen-
tral Exchange had sent out a warning to the local stores in
April advising the managers to buy sparingly and reduce their
inventories, The warning, nevertheless, was probably too late
to save many of the societies from serious trouble. The up-
ward trend in prices and their record volume of sales had
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encouraged the stores to accumulate liberal stocks of merchan-
dise, which they would not have been able to cut materially in
two or three months. In some of the new cooperatives in par-
ticular, inefficient managers had allowed inventories to grow
out of all relation to sales.

On top of their inventory losses the cooperatives had to face
sharp declines in their sales, There was widespread unemploy-
ment among their members in 1921 and 1922, and people were
moving away from some localities to seek work elsewhere. The
sales of ten member societies of the Exchange for which figures
are available—probably cooperatives of better than average
stability—decreased approximately thirty per cent between
1920 and 1922.

The cooperatives at Hancock and Mass, Michigan, were
particularly hard hit by these economic forces over which they
had no control. It was estimated * that one half of the workers
of the copper towns of Michigan moved away in a period of
three or four years.

The cooperative wholesale came through the crisis relatively
unscathed. With insufficient capital to carry adequate inven-
tories, it was not greatly affected by the fluctuating prices. As
the number of its member and non-member customers alike
was increasing each year, its sales held up fairly well From a
total of $400,000 in 1920, they declined to $312,000 in 1921,
but commenced to increase again the following year. Operations
resuited in a small net gain each year.

The officials of the Exchange, however, were hard-pressed
to save the member stores from disaster. The affairs of many
societies reached a critical stage in the winter of 1921-22, and
the central organization was called upon for assistance, even
by non-members in some cases. Fifteen different societies were
given help. The experts from the Exchange not only appraised
the financial situations in the local cooperatives and advised
them as to policy, but sometimes secured for them experienced
managers who were willing to pitch in for several months and

3 Norihern Stotes Cooperative League Yearbook, 1925,
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straighten out the affairs of the stores. The educational director
of the Exchange was also able to help in some cases by thrash-
ing out issues among the members and renewing their support.
There were, of course, differences in political faiths among the
cooperative membership, which often became paramount to the
settlement of business problems.

Several of the member cooperatives were actually in a state
of insolvency. With the aid of the representatives of the Ex-
change, however, it was possible in most cases to effect settle-
ments with the creditors and raise enough new capital to
continue business.*

Only three of the thirty-odd store societies affiliated with the
wholesale were forced to close. This was a much better record
than that of the cooperative store movement at large. Of 189
stores in Minnesota listed in a survey by the Minnesota State
Government in 1922, at least 67—or more than one-third—had
gone out of business by 1923, In the same period the Exchange
had lost but 2 of its 26 member cooperatives in Minnesota.

DevELOPMENT OF THE COOPERATIVES UNDER TEE INFLUENCE
OF THE WHOLESALE FEDERATION

There were no further failures of stores affiliated with the
Cooperative Central Exchange from 1922 until 1930. During
this period the federation more than doubled in size. From a
total of less than thirty incorporated store societies in the
former year the number of members grew to seventy-one at
the end of 1929." The individual membership of the affiliated

4 Sales of the local cooperative society in Superior had dropped to less than
$1,000 2 month, the store was believed insolvent, and, in addition, the society
was being sued for damages in an avtomobile accident. The board of directors
resigned, and a members’ mesting voted to go out of business. However, this
acton was held up by members connected with the Cooperative Centrzl
Exchange on the groiumd that there was not a quorum at the meeting. The
Exchange secured a new manager for the store, and within 3 year or two
the business was again on its feet.

& The total number of shareholders in the Exchange at the Ikatter date
was actually ninety, the additional members consisting mainly of unin-
corporated buying clubs—a few of them inactive
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store societies in Minnesota, Wisconsin, and Michigan in 1929
was about 16,000; sales of affiliated stores in these states, which
had been $2,500,000 in 1924 were now $6,000,000.

This increase did not represent an expansion in the coopera-
tive store movement. in terms of numbers of stores. Not only
were economic and social conditions in these years unfavotable
to the initiation of new cooperatives, but the unfortunate ex-
periehces of the period immediately preceding put a damper
en the cooperative movement in many communities, Of the
forty store cooperatives which joined the wholesale federa-
tion, a few were newly-organized societies, Most of them, how- .
ever, were cooperatives which had already been in existence
for some time,

Among the new members were four stores formed by non-
Finnish groups. Together with two * American ” associations
which had joined the Exchange in 1920 and 1921, this brought
the number of non-Finnish affiliates to about ten per cent of
the total.

The volume of the wholesale business expanded even more
than the number of its member stores. Sales passed $1,000,000
in 1926, and in 1929 reached $1,755,000.

It was not merely the increased size of the federation which
enlarged the sales of the Exchange. Whereas the typical mem-
ber society had made only 23 per cent of its purchases from
the cooperative wholesale in 1934, it bought 37 per cent there
in 1929. Some of the stores situated closer to Superior, sup-
plied over half their needs through the Exchange. The latter
was naturally better able to serve the stores since its capital
was also increasing rapidly.

Aside from the inadequacy of its working capital, the whole-
sale had been somewhat handicapped in the earlier years by the
boycotts of private business men. The wholesale companies in
Duluth and Superior which had been supplying the cooperative
stores sought to prevent the Exchange from entering the regular
wholesale business. To this end they brought pressure on cer-
tain manufacturers not to sell to the cooperative wholesale—
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which, in the first two or three years, of course, was considered
none too good a risk. The Exchange was thereby forced to
purchase the products of these ‘manufacturers through private
wholesale houses or do without them. These tactics, however,
proved of limited e&'ect, and were gradually abandoned. Yet as
late as 1928 the cooperative wholesale is known to have suffered
. boycotts on canned soups and dried fruits.®

It was partly in order to meet this situation that the Ex-
change developed extensive lines of goods under a cooperative
label. Coffee and flour were put under this label from the very
first, and other lines were steadily added, as satisfactory con-
tracts could be made with manufacturers or canners, Kitchen
tests and chemical analyses of these products were reported to
have been made in an endeavor to maintain a standard of
quality comparable to that of natiomally-advertised goods. It
was found that satisfactory merchandise could often be secured
at a substantially lower price than advertised products, enabling.
member stores to meet price competition more effectively. And,
insofar as acceptance of the cooperative label goods could be
built up among the members of the local cooperatives, the Ex-
change escaped entirely the effect of the boycotts,

Finally, there was the psychological advantage of a coopera-
tive label. Careful use would build up the consumer’s faith in
the wholesale, his belief in the ability of the cooperatives to
supply satisfactory products for his use—a value correspond-
ing, perhaps, to the *“ Good-Will  on a corporate balance sheet.”

‘While the increased sales of the Exchange were facilitated
by the enlargement of its working capital, the capital itself was
augmented by the expansion in its operations. A net gain on
the business handled was recorded every year, ranging irom
one per cent of sales in 1923 to two per cent in 1929. The
greater part of this net gain was retained in the business either

6 See the Year Bools of the Northern States Cooperative League, 1925-28;
Cooperative League Year Book, 1930,

7In the case of a cooperative, © -Will? is generally built up withe
out benefit of national advertising—and also without its expense
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in the form of surplus or as credit to the share account of each
patron society.® The six per cent interest paid on shares re-
quired but a2 small proportion of the net earnings. Thus, the
share capital, which was about $16,000 at the end of igz2,
mounted to $83,000 by the end of 1929, and the surplus
reached $15,500.

Perhaps of more importance than the increased business of
the Exchange was the influence of the wholesale federation and
its activities upon the local cooperative societies of which it was
formed. Especially significant was the growth in unity of the
cooperative store movement in the district.

From one hundred to two hundred representatxves of local
societies were now brought together in the annual two-day
meetings of the Exchange. During the intervening periods the
operations of the staff were guided by a board of directors,
consisting of leaders from the several districts into which the
operating territory of the wholesale was divided. This board
generally met five or six times a year, delegating authority to
sub-committees between its meetings, Once a year there was
also a meeting of the managers of all the affiliated stores.

The local societies, moreover, were learning to join with
other cooperatives in nearby communities to secure economies
in their buying, sometimes pooling their orders so as to get
cheaper freight rates or lower prices, sometimes making joint
arrangements for trucking, One such group, the Mesabi Range
Cooperative Federation, comprising seventeen societies, initi-
ated a cooperative creamery for the benefit of the farmer mem-
bers of the local stores. In 1928 and 1929 the Range Federa-
tion and other groups of neighboring societies organized
regional oil associations. These associations, owned by the local
societies on a cooperative basis, set up bulk tanks with tank
trucks to supply gasoline and oil to the filling stations owned by

8 Credit for patronage refunds was given to non-member cooperatives as
well as to members. Societies were thus enabled in many cases to acguire
shares and become members without the actual investment of any capital
in the Exchange.
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the cooperatives and to individual farmer-members of the local
societies, .

The wholesale federation also sought to unify the cooperative
movement on a wider scale by helping to organize the Northern
States Cooperative League, an educational federation, in 1922
and giving it continued support. The League included coopera-
tive societies from a larger area than the Lake Superior district.
While most of the Lake Superior district stores were affiliated
with the League only indirectly through the Cooperative Cen-
tral Exchange, their representatives attended the annual meet-
ings of the League as delegates of the Exchange, and the con-
ventions were sometimes arranged by local societies in the.
district. Students from Finnish groups also attended the co-
operative training schools conducted by the Northern States
Cooperative League in Minneapolis.

The training schools arranged by the educational department
of the wholesale were continued each year; they were held in
Finnish, however, and were therefore attended only by students
of Finnish stock. They were undoubtedly an important force,
not only in raising the standards of the store management but
in increasing the loyalty of the affiliated stores to the federation.
By 1927 more than half of the employees of cooperatives which
were members of the Exchange had attended the training
schools in Superior, and many of these were the managers of
stores.

There was also built up among a great many of the co-
operatives a practice of advertising in the Tyomies—and later
the weekly cooperative newspapers—whenever they needed a
new manager or other employee. This greatly expanded the
field of selection. The wholesale, through its extensive contacts
with the local stores, was able to provide references for many
workers who applied for jobs with other societies. These factors
enhanced the cooperative workers’ mobility—so to speak—and
afforded ambitious men both the opportunity for experience
in different stores, and a somewhat better chance for advance-
ment.
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The work of the educational department of the Exchange
was not by any means confined to the training of cooperative
employees. A large part of it was devoted to informing the
membership of the local societies of the activities and aims of
the cooperative movement, With the department’s assistance
educational committees were formed in most of the coopera-
tives, charged with arranging public meetings, plays, dances,
or other functions which might promote the interest of local
consumers in the local store and in the movement.® Many so-
cieties regularly appropriated five or ten per cent of their net
earnings to the work of these committees. Besides guiding this
docal activity, the educational director of the wholesale began
in 1926 to issue a monthly magazine in English, called The
Cooperative Pyramid-Builder. It was sent at first only to store
managers and employees, but soon became the official organ of
the wholesale for English-speaking cooperators.”® In 1928 an
assistant was added to the educational department to edit this
publication. The educational director spoke frequently at local
meetings and exercised considerable influence in the leadership
of the wholesale federation®*

The work of the auditing department in helping the stores
to standardize their accounting and advising them in other
ways was mentioned earlier. Charges were made to the local
societies for audits performed, so that this part of the whole-
sale establishment was practically self-supporting.

Assistance was also rendered to store managers by other
members of the Exchange’s staff. Spurred by the competition

8 Another educational project was an amateur musical comedy troupe
among the employees of the Exchange. With comedians, singers, and chorus
girls, this company made one-night stands in one small commmmity after
ancther fo interest additional people in the cooperatives.

10 Semi-offical organ of the wholesale for Finnish readers until 1926 was
the Tyomsies, which published & special section of cooperative news once a
week. Tyomies was controlled by the Finnish Communists after the Socialist
spli¢ in rge1.

11 The expenses of the Exchange in connection with 8his department reached

more than $8,000 in 1929. This equaled nearly cne-fourth of the net sarnings
for the year.
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of chain stores and of the members of voluntary chains, the Ex-
change secured the adoption by the various cooperatives of uni-
form plans for improving their store facilities. The dimensions
of buildings, the lay-out of the different sections of the stores,
display tables, heights of counters, widths of shelves—all were
planned by the wholesale and accepted gradually by most of the
local societies. A standard sign reading: “ The Cooperative
Store  was adopted, and the fronts of the stores which be-
longed to the wholesale federation were painted orange and
green, The wholesale had no legal power to enforce such
standards, Nevertheless, since they were prepared with the
approval of the board of directors and subject to the review ofr
the annual delegates’ meeting, the consent of most of the
societies could be presumed in advance. A few societies, on
the other hand, never did conform to such rulings,

As the prestige of the cooperative wholesale grew, it acquired
considerable influence even in affairs which the individual co-
operatives might have regarded as their own provinces. Audi-
tors or other representatives of the Exchange could not only
recommend changes of policy to a local manager, but they
could present such matters directly to the board of directors—
as they generally did if the question was one of fundamental
importance. Beyond that, if the local board resisted the sug-
gestions of the wholesale, the latter could even appeal the matter
to a meeting of the individual members. In such cases as these,
one could glimpse the significance of the work done by the
Exchange’s educational director.



CHAPTER XIV

THE LOCAL COOPERATIVE SOCIETIES
DURING "THE 1920’s

As has been noted, there was no particular spread in the
cooperative store movement during the 1920's. A few new
societies were organized in the Lake Superior district, most
of them by Finns, And a few of the buying clubs which had
been formed in earlier years succeeded in launching stores.
There were, on the other hand, numerous failures among those
cooperatives not conmected with the Cooperative Central
Exchange.

The trend of business for different societies within the Ex-
change group varied greatly, some cooperatives increasing their
sales three or four-fold in a period of seven years, while others
experienced a decline. Taking an average for the group as a
whole, however, it may be estimated that their sales nearly
doubled between 1922 and 1929 This was a much larger
increase than that of retail trade in general during this period,
which was not one of rising prices, It appears, therefore, that
most of the cooperative stores in the Cooperative Central Ex-
change group not only handled an increasingly large quantity
of goods, but enlarged their share of the local business.

The sales totals of most of these cooperatives in 1929 were
between $30,000 and $100,000 a year, fairly substantial
volumes of business for stores in the rural areas of this region.
There were sixteen societies whose sales were in excess of
$100,000.%

The cooperatives, moreover, seemed to be relatively efficient
business organizations. The average margin between the cost

1 See table on page 210 for year-hy-year trend of sales.

2 Statistics quoted in this connection do not include cooperatives which
are not store societies nor do they include the affiliated societies at Brooklyn,
N. ¥.; Timmons, Ont.; or Waukegan, Hi.; inasmuch as they are not within
the Lake Superior region,

i85
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of their goods and their receipts from sales in 1929 was about
15 per cent; yet they were able to show net earnings on the
average of some 4 per cent. Thus, their costs of distribution
ran to only 11 per cent of their sales,

Only a portion of the net earnings, however, was distributed
in the form of patronage dividends. The members generally
voted to set something aside to build up the resources of the
societies and some societies whose stores showed regular earn-
ing went without declaring a rebate for several years. The
payment of patronage refunds in shares was frequently chosen
as a means of accumulating capital.

In this way most of. the federated societies built up their
capital fairly steadily after 1922, and by 1929 the net worth
of the great majority was in excess of $10,000 each. Not all
the stores, to be sure, were free of financial troubles. In spite of
the efforts of leading cooperators many of the stores continued
to violate the Rochdale rule of cash trading, and in 1929 as
many as one-third of them had large accounts receivable.
Twenty or more societies, however, had adopted a cash basis.

CroguEeT, MINNESOTA

The cooperative store society which achieved the greatest
expansion during the 1920’s was that at Cloquet, Minnesota,
a lumber-mill town of 6,000 people. This cooperative, though
organized in 19og, apparently got its real start from the date
of the great forest fire of October, 1918, which destroyed the
property of the society along with every other building in
Cloquet. Although the net worth of the association had been
reduced to $492 by the catastrophe, it immediately erected a
temporary building and reopened for business. Through a
policy of charging relatively low prices to the stricken in-
habitants of the town, it attracted considerable trade, trans-
acting a business of $14,000 a month. Although it operated
on z gross margin of less than 1134 per cent during 1919, the
store realized a net saving of nearly 4 per cent. While the
society was not able to repeat this performance after it had
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put up a permanent building and conditions had returned to
normal in Cloquet, it maintained a gross margin below 15 per
cent and its membership grew steadily every year. Further
addition to the membership of the society was made in 1923,
when it effected a merger with the Knife Falls Cooperative
Association, another store cooperative on the edge of Cloquet,
composed principally of farmers.

The Cloquet society, with earnings of 3 to 4 per cent on
sales from 1922 through 1926, paid patronage refunds only
in shares. The net worth of the business was built up during
this period from $12,000 to $90,000, largely by this method
of saving. These funds enabled it not only to wipe out all of
its debts, which in 191G had amounted to $22,000, but to
provide for the needs of a rapidly growing business.

Sales in 1926 were $477,000. The cooperative handled
groceries and meats, flour and feed, hardware and building
materials, farm machinery, dry goods and clothing, shoes,
fumiture and household goods. It had made special arrange-
ments so that farmers could secure feed and flour directly out
of railroad cars at lower prices than from the warehouse. The
society had also established an insurance agency to place in-
surance for members. In 1927 the Cloquet association opened
a branch store several miles outside the town ; tota! sales reached
$590,000 by 1930.

The Virginia Work People’s Trading Company at Virginia,
Minnesota, built up a business of $422,000 by 1929. Two other
societies, one in Iilinois and one in Ontario, affiliated with the
Cooperative Central Exchange, also developed businesses
amounting to several hundreds of thousands of dollars a year.
The society at Rock, Michigan, however, situated in the midst
of thinly settled country some twenty miles south of Marquette,
probably achieved relatively more with its opportunities than
any of these.

The Rock cooperative was established by Finnish settlers in
1g12 with a capital of $400. The following summary of its
activities is quoted from an article inserted in the Cooperative
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League Yearbook for 1930 by the board of directors of the
Rock Cooperative Company:

Cooperation—with the purpose of helping in every practical way
the farmers and workers that compose our membership to obtain
a larger income from the marketing of the produce derived from
the natural resources of the community and with these incomes to
obtain the material necessities and comforts of life in larger
quantities and of better quality—has been in the building at Rock
for over fifteen years. Every kind of business transaction and
service which the members need to have done, and which has been
practical to do, has been performed by the Rock Cooperative. . . .
The total business done in all lines by the Rock Cooperative Com-
pany during its existence is $3,047,870.11, which is no mean figure
for 2 smail rural community. .

Timber is one of the valuable natural resources around Rock.
The Cooperative has been used by the farmers to develop their
logging enterprises. If one or several members find a tract of
stumpage worth logging, the cooperative is consulted. The timber
man is sent out to appraise the timber and work up figures. If the
tract is found valuable, the cooperative gets in touch with the
owner on behalf of the members interested,"the title to the land
often being assumed by the society. Camps are erected, the best
of conditions being provided for the workers. Money for operating
expenses is advanced by the cooperative outside of a small sum
put up as security by the members interested. The wood is mark-
eted through the store on the regular commission basis. This busi-
ness arrangement has proved a valuable source of income for both
the cooperative and the farmers, It has enabled the farmers to
rely upon their collective credit, and thus secured larger sums at
cheaper rates. Besides, it has given the rank and file logger a
bigger income from the timber products.

. . « Besides the main store building, the society owns dwelling
houses (for its employees), three warehouses, a building rented to
the Postal Department, an oil station and an old cheese factory.
Eggs, cream, hides, meats and many other products are marketed
through the store. A semi-banking business is done, deposits being
accepted and checks written for those who want fo send money
away. A credit union has recently been organized to accept savings
and issue loans.
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Everyone around Rock, except our competitors, believes in
cooperation, and for good material reasons. Rehates in cash to the
amount of $53,119.00 and in share capital to the amount of §56,-
565.97 have been returned to the consumers in the course of fifteen
years; $12,200.18 has been paid in interest on capital stock. This
means a total saving of $121,895.05. If the Rock farmers had not
been organized to do their business cooperatively, this vast sum
would have gone into the pockets of timber dealers and merchants,
Besides these material gains, an effective organization has been
built, cooperation has heen learned, and confidence in self-help
and democratic methods has been created among the local farmers.
The Rock Cooperative Company is not only a “dividend ” dis-
penser, however; it is a conscious part of the cooperative move-
ment. Constant educational work in the form of lectures, publica-
tions, yntertainments, and field work is conducted. Much of the
social life of the community centers around the cooperative. . . .
As a2 member of the Marquette District Cooperative Federation,
the society has helped buy and equip the cooperative recreational
park on Shag Lake near Gwinn, Michigan.

*The members and officials realize that . .. cooperators and
cooperatives must unite to centralize their purchasing, marketing,
and educational efforts. . . . Organized cooperators must help
educate and organize the unorganized farmers and workers for
cooperation. Existing cooperatives must centralize their buying
power to help build wholesale and manufacturing units. The move-
ment must develop its own educational machinery: work closely
but independently with all workers’ and farmers’' organizations;
and keep an experimental attitude toward every economic develop-
ment and new techmique.

The number of sharcholders in this organization was then
approximately four hundred. Its sales of merchandise reached
$195,000 in the year 1929; its marketing of the farmers’
products $249,000. The members’ cream it was able to sell to
an urban cooperative, that at Waukegan, Illinois, at a price
“ four cents above the Chicago market.”
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Ozg, MINNESOTA, AND Mass, MICHIGAN

Another relatively successful society was that at Orr, Minne-
sota, also a rural community. The Orr cooperative was started
by Finnish farmers as a buying club in 1919 with $350 capital.
Within a few years it had realized a net saving of $16,354 on
sales of $207,000. People of other nationalities joined the so-
ciety, branches were established at Ray and Gheen, Minnesota
and by the end of 1928 there were 281 members holding $14,-
o000 in shares. The total net worth of their business including
the reserves was $34,000.

The cooperative at Mass, Michigan, one of those started
as a result of the copper strike of 1913, built up a2 membership
of several hundred during the war years, but was hard hit by
the depression in the copper country which followed. By 1923
it was practically bankrupt. With the aid of the cooperative
wholesale, nevertheless, it was able to straighten out its affairs,
By 1927 it had doubled its sales, paid off all of its debts, and
realized net earnings from its business of $30,000.

LEess SUccessFUL SOCIETIES

Not all the store societies affiliated with the Exchange, how-
ever, achieved business success during this period. At Gilbert,
Minnesota, an iron mining town, many members of the coop-
erative suffered from unemployment during the latter part of
the 1920’s, and the sales fell from $148,000 in 1923 to $101,000
in 192g. Certain other societies never fully recovered from the
losses incurred in the post-war depression. The cooperative
organized in Duluth by non-Finnish railrcad men in 1919,
which had purchased a large store building when values were
at their peak just after the war, became heavily loaded with
accounts receivable at the time of the railroad strike in 1g22;
it did little more than struggle through the following decade.

There were, as noted, a number of failures among the co-
operatives not affiliated with the wholesale. Many which did not
actually fail, sold out to private merchants, or closed because of
the lack of interest among the members,
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COOPERATIVES OUTSIDE THE EXCHANGE GroUP

-Most of the cooperative stores in Minnesota and Wisconsin
outside the Exchange group were in the central and southern
parts of these states, yet there must have been at least one or
two score unaffiliated societies within the territory of the co-
operative wholesale. Nearly all of the unaffiliated societies were
reported to be composed of farmers.* They had been started in
nearly every case by groups of foreign-born people other than
Finns; many were Scandinavian, some were German.

The unaffiliated cooperatives had practically no contact with
one ancther or with the cooperative movement at large—the
Northern States Cooperative League was able to secure the
support of very few—and they carried on no educational ac-
tivities, The members seemed to have no interest in the move-
ment and very little in their own associations. The meetings,
held only once a year, were poorly attended, and the boards of
directors exercised but a loose supervision over the manage-
ments. Most of the stores actually transacted more business
with non-members than with members. The managers had gen-
erally had previous experience in business but no cooperative
training. Only six out of eighty-one non-Finnish managers had
ever managed any other cooperative store.

One society which did affiliate with the Northern States
Cooperative League and with the national league was the Soo
Cooperative Mercantile Association at Sault Ste Marie, Michi-
gan. This cooperative had been organized in 1913, It had had
but one manager since 1915; he had buiit up an efficient busi-
ness organization with several stores, which had handled busi-
ness as large as $686,000 in 1929, returning large patronage
rebates.* Most of this business was on credit and of the asso-

3 V. 5. Alanne, article on cooperative stores in Minnesota, Northern Stafes
Cooperative League Yrarbook, 1926, pp. 141-8. Alse V., 5. Alanne: “Co-
operative Store Managers in the West North Central States and Michigan”,
Northers States Cooperative League Yearbook, 1027, pp. 178-182

4 Rebates in this society were paid not only to patrons in proportion to
their purchases, but to the employees in proportion to their wages—at the
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ciation’s customers only half were shareholders. There was little
or no educational work. Of the members, most of whom were
American or Canadian-born, many were apparently well-to-do.
The main store catered principally to the wealthier classes of
the community. As may be judged from the fact that two of its
leaders were connected with a local bank in an official capacity,
the membership of this society was not swayed by any spirit
of antagonism to the private method of business.

same percentage rate. One worker who had driven a truck for the cooperative
stated that he had received as much as $200 in dividends in one year between
the rebates on his wages and those on his purchases from the society.



CHAPTER XV

SOCIAL AND POLITICAL BARRIERS
TO COOPERATION

It has been indicated earlier that the nationality factor was
not a vital element in the initiation of most of the Finnish
cooperatives in the Lake Superior district. There were private
tFinnish merchants in most of the communities where the Finns
settled in any numbers; hence the Finns were not generally
dependent on storekeepers whose language they did not under-
stand. There were some places, nevertheless, where the Finns
found no stores of their own nationality, In such cases their
desire both to have the benefit of their own language and to
secure Finnish types of food must have played an important
part in the genesis of a Finnish cooperative.

The difference in nationality must always have given the
Finnish societies an advantage over American competitors in
securing the trade of the Finnish population, even though
there might have been private Finnish stores to share their
patronage. The fact that they did not easily learn English
drove the Finns back among themselves, encouraged them to
develop their own social and cultural activities outside those
of the American community, and thus to form particularly
cohesive social groups. A Finn not only tended naturally to
trade at the same store as his friends; he would hesitate not
to for fear of offending his fellows. Such factors favored the
cooperative especially in the smaller towns where it was likely
to be the only Finnish store.

It must be noted, however, that less than half the Finns
in the Lake Superior district were members of cooperative
store societies even as late as 1929. In many sections where
Finns were living none existed, but even in towns where there
were Finnish cooperatives, many Finnish people remained out-
side them, This was partly a matter of political and religious
differences: the cooperatives were often dominated by radical

4
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groups with whom the members of the Finnish churches and
temperance societies would have nothing to do. More often,
probably, it was merely a case of indifference to the cooperative
gospel, together with satisfactory accommodation by other
stores,

LANGguaGE BARKIERS

Whether or not their Finnish character gave the societies a
special advantage in securing Finnish support, there is no doubt™
that it erected a barrier to ' Americans ¥—as the non-Finnish
persons were frequently distinguished. To draw from a de-
scription of one of these cooperatives by George Jacobson,!
the Finns not only owned the store, they had pioneered together
to build it. They considered this store a sort of Finnish club.
They gathered at the store, hung on the counters, and stood
in groups around the floor talking to each other in nothing
but Finnish, If 2 Swedish fellow worker came in they gave
him a queer, cold side-glance and went on taiking Finnish. The
clerks and the manager spoke Finnish, A clerk asked just
enough in English to find out what groceries the customer
wanted, made change and abruptly ignored his presence to
engage in a lively conversation in Finnish, They gathered at
the annual meeting to argue in Finnish; they elected a board
of Finns, who spoke little but Finnish, and conducted ‘all busi-
ness meetings in Finnish. They carried on their cooperative
dances, entertainments, and educational meetings in Finnish,

Jacobson described the non-Finns reaction as follows:

Finnish being spoken at the store and at all cooperative affairs
is no inducement to the English-speaking people to join the co-
operative. They think of cooperatives as exclusively Finnish: for,
by, and of Finns. In fact most Cooperative Central Exchange
stores are popularly known as the “ Finn stores .- The American
worker of other nationalistic extractions does not feel at home in

1 Fieldman's Report to the Eighth Armual Convention of the Northern
States’ Cooperative League, The Cooperotive League Yeorbook, 1930 (The
Cooperative League, New York), pp. 120-124.
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the store, not to mention annual meetings carried on in Finnish,
even though it’s often of decided material advantage for him to
trade there. He often goes out of his way to avoid the cooperative
and builds around himself a shell of prejudice and misunder-

standing, . . .
Not only does the absence of English keep the American worker

out but it exposes him to every kind of underhanded propaganda
about the movement and the store. The local cooperative activity
and education Is isolated in the Finnish language; the outsider has
very little chance to learn about cooperation from cooperators.
Private merchants, local patriots, and the local press play on his
prejudices and his confused mind.2

In spite of such psychological obstacles many of the Finnish
cooperatives did attract increasing numbers of English-speaking
customers. Operating on low margins over wholesale costs,
they presumably sold at relatively low prices, and may have
given better quality than their private competitors. Patronage
rebates, where they were paid, must also have been an at-
traction.

It was a difficult task, however, to get these people to be-
come interested and active members of the organizations. “ In
some communities like Virginia and Rock,” said Jacobson,
“a large pumber of the non-Finnish people trade at the co-
operative, but are unable to participate in the affairs of the
organiz’asion even if they are invited and wish to, due to the
language barrier.”

“ Proceedings can be translated from one language to the
other . . ..[but] if Finnish is the official language, the English-
speaking cooperators get drowned out and as a rule they never
return to a second meeting.” * Besides, meetings held in two
languages were likely to be very tedious.

The addition of many new voting members from among the
* Americans ¥, who generally knew little of cooperative prin-
ciples, presented the societies with a pressing educational

2 Ibid.

3 Ibid.
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problem. Where, as at Cloquet, the membership more ‘than
doubled in a period of four or five years, this problem was
particularly acute. To quote from the article inserted in the
Cooperative League Yearbook for 1930 by the Cloquet Coop-
erative Society:

The problem bf assimilating the large influx of new members
into our organization, which we have had now for several years in
succession, is rapidly beceming a serious one, These new members
have been recruited from the non-member customers which through
their patronage have automatically become members, the patronage
dividends having been distributed not in cash but in share credits.

To make true cooperators of individuals who previously have
had no idea of the principles and the aims of Consumers’ Coopera-
Hor, is no easy task and will require a great deal of time and
effort. We may yet be compelled to call a temporary halt to this
practice of ours of making the non-member patrons automatically
members of cur organization by applying their dividends as pay-
ments on a share. This we may have to do until we have been able
to devise ways and means as to how to make cooperators of the
newly acquired members and thus safeguard the future of our
society. : .

A question may be raised, however, as to what extent the
hesitancy here expressed about accepting these customers as
members was actually based on the rational ground of coop-
erative principle. Perhaps, as the writer found in the society
at Maynard, Massachusetts, the original Finnish members were
jealous of losing their control. Jacobson remarked:

Quite often the educational work carried on among the English-
speaking workers and farmers has been, or at least resulted in,
getting his trade but not his participation. This is possibly due to
the fear among some of the pioneer Finnish cooperators that the
American is not to be trusted in a cooperative way; that he will
upset the boat if given a voice. They are afraid they will be shoved
aside by the intruders and that the exclusive Finnish make-up of
the local cooperative in which they have found so much recreation,
entertainment, and self-expression—this Finland within America—
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will be done away with. They fear the loss of this culture life,
and build barriers to keep the intruder out, even though they may
hold a vision of the labor and cooperative movement,

Then, Finnish exclusiveness is also due in a measure to the
determination for strategic control of the cooperative by certain
political factions within the Finnish nationality. Where this un-
democratic practice is carried too far, factional fights and splits
will result®

The various problems occasioned by the difference in na-
tionality were recognized by the leaders of the cooperative
wholesale. The central organization itself was affected by
similar difficulties. Cooperatives formed by Americans or by
foreign-born of other nationalities hesitated to join the Ex-
change or even to buy from it because of a feeling that it was
a Finnish and not an American institution. Needless to say,
this attitude was sedulously fostered by the Exchange’s com-
petitors, Of the non-Finnish societies which did become mem-
bers, most had not made any investment in the wholesale. They
had, however, found it to their material advantage to patronize
it, and the.credit placed to their account from patronage
dividends had automatically provided them with shares.

As the Exchange grew it became increasingly evident that
a limit would be set upon the expansion of the cooperative
movement and especially on that of the wholesale federation,
if it was to be confined to the Finnish population. The educa-
tional department began to urge upon the local members that
they must attract the non-Finnish people and give them a part
in the affairs of their societies. They were asked to change
their meetings to the English language as rapidly as possible,
and to elect English-speaking persons to their boards of direc-
tors. The Caoperative Pyramid Builder was developed to reach
both the younger generation of Finns who had learned English
at school and the other Americans. Some societies subscribed
to this magazine for all their English-reading shareholders. It

4 Ibid. For further discussion of the problem raised in the last paragraph
see . 1G4 oF seq.
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was slow work, however, It was hard to persuade groups to
adopt English as their official language, when their leaders and
most respected members could coften understand no English
at all.

There was, moreover, another aspect of the situation which
stiffened the barrier set up by difference of language, namely,
the political complexion of the cooperatives.

TEE PoLiticAL OQRIENTATION OF THE FINNISH
COOPERATIVES

Most of the Finnish cooperatives in the Lake Superior dis-
trict, as has been pointed out, were started by Socialist groups.
While they represented a response to the practical needs of the
members of these groups rather than a part of the Socialist
party program, their policies were naturally influenced by the
political and social views of their leaders. These Socialist
leaders, moreover, took a leading part in the establishment of
the cooperative wholesale. The founders of the Exchange be-
lieved that the cooperative stores were to be looked upon as
an integral part of the working-class movement, and should
stand ready to assist the other branches of that movement, the
workers’ party and the labor unions.

The political organization which survived the split among
the Finnish Socialists of the region in 1913-14, subsequently
formed a left-wing group within the American Socialist party.
Industrial conditions were more conducive to an extreme brand
of revolutionary Marxism in the Lake Superior district than
in other parts of the country. Both in the copper mines and in
the iron mines production was carried on by the agents of large-

- corporations whose directors and beneficiaries lived many hun-
dreds of miles away. The workers, both in the mines and on
the coal and ore docks, suffered from low wages and seasonal
unemployment. Their housing was mostly poor and ugly. Coen-
-ditions of work in the lumber camps were worse, and the im-
migrants who had attempted to settle on the land were still
partly dependent on industrial employment.
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Efforts of the workers to better their lot by political or eco-
nomic means were often suppressed by agents of the employers.
Systems of espionage were instituted by the corporations, and
employees who agitated for reforms or sought to organize the
other workers were frequently discharged and refused further
employment by any company. Radicals and militants were thus
forced out on the cut-over land to make a lLiving as best they
could. Strikes in the mining towns were bitter and bloody
affairs.

One by-product of these conditions, no doubt, was the
prevalent belief in programs of organized violence as a means
of social reform. Hence the widespread {following of the
LW.W. in this region as well as the left-wing character of the
Socialist movement.®

When the successful Bolshevik party in Russia issued a call
to the Marxist parties of other countries to join a new Com-
munist International under its leadership to proceed with the
predicted world revolution, the Finnish Workers' Federation
(as their Socialist organization in the region was known)
followed its‘lead. Together with other left-wing elements it
broke away from the American Socialist party to form the
new Communist party.

The Finnish cooperatives previously under Socialist influence
thus became connected with the Communist International. Most
of the leaders of the wholesale federation, for several years
after 1922, were members of the Communist party. For con-
tact with the Finnish cooperative membership, the Exchange
relied upon the newspaper, Tyomies, organ of the Finnish
Workers’ Federation,

8Tt may alse be argued that the Finns were more prone to take extreme
positions on social guestions than other groups in the pepulation. Their
peculiar fanguage difficulty and its cultural effects tended to insulate them
from the soctal attitudes of other American groups and also make it some-
what more difficult for them to rise from the unskilled laboring class.
Pertinent factors in their national background are their habits of self-
reliance and their limited experience as a free nation.
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In many local societies the leadership of the cooperative
worked hand in hand with the Communist leadership—the two .
were, in fact, often identical. The cooperatives continued to
share the same halls with the workers’ political clubs, Both the
local societies and the wholesale made donations for various
Communist causes, Probably more important than the financial
assistance, however, was the opportunity provided the party
to extend its message and its influence to the cooperative mem-
bership. The hammer-and-sickle, Communist emblem, was even
used on the cooperative label.

To the cooperative leaders the cooperative stores were only
one phase of an inevitable struggle of the working class to over-
throw the capitalist system and secure control of the means
of production. Such control could never be achieved by the
cooperatives themselves, according to Marxist theory, but only
with the aid of the workers’ unions and their political party.
An instance of this reasoning may be quoted from an article
by the manager of the Cooperative Central Exchange, called
“Pink Pills for Pale People”;?®

To produce, we need raw materials. We soon find that all basic
raw materials are owned by big capital.

.+ - no ruling class ever gave up its power without a fight.

« « . it is plainly evident that present society is composed of two
opposing classes. . . .

In this class conflict the cooperative movement is a mighty
weapon in the hands of the workers . . . it’s during the struggles
of the workers on the industrial field that they have organized co-
operative enterprises. . . .

. . . the cooperative movement, if its aim is a better system of
society and not dividend checks, must be g labor movement. It
must work hand in hand with labor in zll its struggles, be they
on the economic or the political field,

George Halonen, educational director of the Exchange,
declared: “ The main task in the educational work has been

6 Eckel Ronn, * Pink Pills for Pale People” First Yearbook, Northern
Siates Cooperative League (Minneapolis: 1925).
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to connect the isolated cooperatives with each other for com-
mon purposes, and to make the masses understand that the co-
operative movement is a working-class movement and thereby.
a part of the general labor movement.” ?

Meanwhile, the Cooperative Central Exchange participated
in the Cooperative League of the U. S. A, many of whose
members did not agree with this class theory of the cooperative
movement, The president of the league, Dr. J. P. Warbasse,
in particular, held that the movement should be absolutely non-
partisan, Everyone was a consumer, claimed Dr. Warbasse,
and in this role everyone was eligible for membership in the
movement, whatever his economic status. Moreover, he main-
tained that it was a violation of Rochdale principles for con-
sumers’ cooperatives to ally themselves with any special party
or groups. Dr. Warbasse was himself a2 man of some wealth,
and it was by virtue of his financial support that the national
league had been formed and sustzined in its early years.®
. The Finnish radicals were hostile to the leadership of the
Cooperative League both because of its non-partisan doctrines
and its “ bourgeois " character. At the National Cooperative
Congress held in Minneapolis in 1926, the delegates of the
Cooperative Central Exchange were able to secure the adoption
of the following resolution:

‘Whereas, the cooperative movement in its nature is primarily
a working class movement against the present system based on
profit, and
* Whereas, a change in the present economic system of society
can be accomgplished only through the united action of the whole
working class, therefore

7 George Halomen, in Second Yearbook, Northerm Siotes Cooperaiive
League (Minneapolis: 1926), p. 56.

8 The league was founded in 1915 by Dr. Warbasse and several other
interested individuals, According to Cedric Long, “ For three or four years
this league was little more than a propaganda agency subsidized exclusively
from private funds” In the 1020’s, when it had acquired a dues-paying
membership among the consumers’ cooperative societies of the country, it
was still financed, at feast to the extent of its office facilities, by Dr. Warbasse.
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Be it Resolved, that this Fifth Nationa! Cooperative Congress

. . . declares the cooperative movement to be a part of the general

labor movement, and that therefore the cooperative movement should

seek the cooperation of all workers’ and farmers’ movements for
the benefit of the exploited toilers.

At one time they also threatened to unseat the president of the
league.

In the communities of the Lake Superior district officials of
the Finnish cooperatives talked openly of the class struggle,
urging the workers and farmers to unite against the capitalist
class, They espoused the causes of the econotnic under-dogs at
every opportunity. They publicly attacked the American system
of government as a tool of the employers.

It was only to be expected that the Finnish cooperatives
became connected in the public mind with communism. While
a large section of the Finnish population supported neither
Communists nor the cooperatives, to the undiscriminating the
terms “ Finn,” * Communist,” and * Cooperative” became
practically synonymous.

Private business interests were eager to identify their co~
operative competitors with both the Finns and the Communists.
By thus classing them as “un-American”, they not only
justified in their own minds their attempts to kiil the coopera-
tives, but enlisted on their side the social prejudices of the rest
of the community.

While this thorough-going advocacy of working-class revolu-
tion may have solidified the support of the cooperatives by the
radical elements in the population, it undoubtedly helped to
repel the majority. Conservatives refused to go in the co-
operative stores; many others feared to, lest their names be
added to the blacklists of their employers.

The more conservative cooperative societies were loath to
join the cooperative wholesale because of its radical com-
plexion. A number of the Finnish associations formed by farm
groups were relatively conservative and opposed to Marxist
organizations. Gradually, over a number of years, practically
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all the Finnish cooperatives did become members of the whole-
sale federation, but often it was because they needed the busi-
ness assistance or the buying advantages that the Exchange was
able to give them, not out of support for the principles of the
organization. As for the “ American * societies, the Exchange’s
Communist reputation together with the difference in na-
tionality sufficed to keep many of them out. The Sco Coopera-
tive Mercantile Association, for example, was interested
enough in the cooperative movement to join the Northern
States Cooperative League, but it was alienated from the
wholesale, according to the Soo manager, because the leaders
of the wholesale were “ Reds.”

The identification in the public mind of consumers’ coopera-
tion with the Finns and with communism, promoted by private
business, shut the door to cooperation as a method of self-help
for many non-Finnish groups., They did not understand the
Finns, and communism to most was something foreign and
sinister. So, where the success of Finnish societies might have
inspired more cooperative undertakings by Americans, instead
cooperationt stood condemned in their eyes, not of itself, but
by its doubtful connections.

As time went on, however, there were signs of change in
the attitudes of cooperative leaders. Officials of the wholesale
federation commenced to weaken in their support of the Com-
munist program, to take the position that socialism might be
achieved in this country by gradual, peaceful change.

They were influenced, no doubt, by the improvement in eco-
nomic conditions after 1922 and the relative prosperity which
prevailed in the United States from then until 1929. They saw
that communism made little headway in this country. While
the Exchange and its affiliated societies were growing into an
independent force of considerable strength, the labor movement
of which it was supposed to be a part was getting weaker rather
than stronger. They saw also that the cooperatives’ alliance
with the Communist party was limiting their growth.
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The fact that the leaders were having more and more con-
tact with Americans and with the American social structure
may have led them to revise some of their views. V., S, Alanne,
perhaps the first of the Finnish cooperative officials to take a
stand against alliance with the Communists, had resigned his
post as educational director of the Exchange in January, 1925,
and had gone to live in Minneapolis as educational director for
the Franklin Cooperative Creamery Association and secretary
of the Northern States Cooperative League. In 1928 he wrote:

On one hand we have those cooperators who urge that our
movement must be considered a part of the labor movement and
that it should, in its activities, assume the class struggle attitude.

On the other hand, there are those cooperators—and the under-
signed is in sympathy with them—who do not believe in the wisdom
of tying up our movement too closely with any political move-
ment. . . . Those cooperators who maintain that our movement
must be a part of the labor movement . . . are ready to accept the
intellectual hegemony of a certain working-class party, which again
means that at least at times they are willing to take dictates in their
cooperative work from this particular political party they belong to.

The main support to our cooperative movement comes from the
working people. To this extent it is clear that our cooperative
movement is largely a working people’s movement. It is also clear
that our cooperatives should at all times strive to maintain friendly
relations with farm and labor organizations of all kinds. But we
must strive to build our movement on the broadest possible basis
and not let it become divided by any class or party lines. It is the
great task of the cooperative movement to ultimately do away with
such class and party distinctions . . .*

Alanne's change of mind put him in disfavor with the leaders
at Superior, whose official position was still in support of the
Communist party. The Exchange even threatened to withdraw
from the Northern States Cooperative League. In the same
publication in which Alanne wrote, George Halonen, who had

8V. S. Alanne, “ Some Vital Problems of Consumers’ Cooperation in the
United States,” Fourth Yearbook, Northers States Cooperotive League
{Minneapclis: 1928}, pp. 26-27.
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succeeded the former at the wholesale, declared: “ Only by
becoming a part of the labor movement and actively taking part
in the struggles of the working class, can the cooperative move-
ment in America hope to become 2 strong mass movement, The
Cooperative Central Exchange bases all its propaganda and
educational work on this foundation.,*®

Halonen, too, however, soon began to take a more moderate
position. And at the National Cooperative Congress at Wauke-
gan, Illinois, October 29-31, 1928, the delegates of the Coop-
erative Central Exchange exhibited 2 somewhat more concilia-
tory attitude towards the other elements in the national league,

THE SrLir AMONG THE FINNIsH COOPERATIVES IN 1929-31

A crisis was reached in 1929. The leadership of the Com-
munist International in Moscow is said te have anticipated a
world-wide economic crisis, which it hoped would radicalize
the masses. It decided to call upon all its resources o help
prepare for the opportunities such a crisis might present, Wher-
ever its representatives weére in positions of influence and
authority, it would now openly exert its power.

Accordingly, in July, 1929, the board of directors of the
Cooperative Central Exchange received a cablegram from
Moscow asking them for support. They were required to give
$5,000 to the Communist party. At the same time an attempt
was made o unseat the general manager and the educational
director,

A majority of the board, however, refused to accede to
these demands. They maintained that the disposition of so large
a sum as $5,000, even though it was to take the nominal form
of a loan, was a matter which must be referred to the member
societies, The board claimed to have no power to make such a
grant. The issue, including the leadership of the wholesale,
was thereby left to the annual meeting of delegates in April,
1930.

10 Fourth Yearkbook, Northers States Cocperative League (Minneapahs,
1928), p. 126,
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Meanwhile, the Communists opened a bitter campaign
against the controlling officials of the Exchange, bringing pres-
sure to bear through every local cooperative or any other
organization in which they were represented. The editor of
Tyomies, who refused to go along with this program, was
discharged, and the newspaper began a long series of vitupera-
tive attacks on the wholesale’s leadership, The latter’s officials
were given no opportunity to make a rebuttal. The Exchange,
therefore, arranged a special edition of the Cooperative Pyra-
mid Builder to be printed in Finnish in order to state their
case to the Finnish cooperators. When this edition was ready
for distribution, the printing plant was invaded by a group of
“ strong-arm men” who succeeded in burning several thou-
sand copies. Nevertheless, the cooperative wholesale proceeded
in December, 1929, to establish a weekly newspaper in the
Finnish language, so that thereafter it had its own organs in
both Finnish and English.

The Communists apparently expected to control the annual
meeting of the Exchange. It was attended by 249 delegates and
was reputedly a dramatic affair, At the end of three days of
bitter and sometimes viclent debate, the Communists were de-
feated by a large majority, The meeting not only rejected the
party’s demands, but voted to oust from the board the three
directors who sided with the party, including the president.

Most of the Finnish member societies, as well as the whole-
sale, were torn by dissension, The Communists, however, were
able to secure control of only fourteen of the seventy-one
store societies affiliated with the Exchange. These societies,
representing about 2 fifth of the local membership and a sixth
of the sales of the Exchange group,'® subsequently established

11 Several of these cooperatives had suffered reductions in sales in 1920
when the sales of most societies were stifl increasing. It seems probable that
economic conditions were more unsatisfactory in the localities of these four-
teen societies than elsewhere.

13 The proportionate strength of the Communist societies was greatest
in the upper peninsula of Michigan, where they had close to 1500 members
out of a total of 4,000-0dd members in all affiliated cooperatives in that district.
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a central organization of their own, the Workers’ and Farmers’
Cooperative Unity Alliance, with headquarters in theTyomties
- building in Superior.

When their demands were again defeated at the meeting of
the wholesale federation in 1931, the Communist factions com-
menced a systematic boycott of the Exchange and of all the
stores which supported it. The cooperatives under Communist
control endeavored to centralize their purchases through the
Unity Alliance. The latter, however, did not have either the
working capital or the facilities to do more thau sub-jobbing
and most of the Communist store orders went in actuality to
the large private wholesale companies in Duluth.

Communist minorities in the other societies ceased to patron-
ize the stores. Where possible, they set up cooperative stores
of their own, either as new societies or as branches of one of
the cooperatives under left-wing control, Adherents of the Ex-
change in turn set up other stores to compete with Communist
.societies, Thus, consumers were treated to the spectacle of two
Finnish cooperative societies competing with one another in
more than a dozen communities,

To three of the local cooperatives, each of whose business
position was none too strong, the factional struggles soon
proved fatal. Certain other failures which occurred during the
subsequent business depression could probably be attributed in
some measure to the boycotts and competition between coop-
eratives. A great many of the Exchange societies suffered not
only reductions in patronage, but the loss of some of their most
valuable members.™ '

13 The shares in the cooperative wholesale owned by the Communist
societies, including their earnings {rom patronage dividends, amounted to
more than $20,000, The Exchange, however, refused to redeem their shares.
Although they had withdrawn their patronage from the wholesale and con-
tinused o vilify it and its supporters, they remained nominal members, and
sent delegates to the armual meetings. Their membership in the Northern
States Cooperative League they allowed to lapse by failing to pay any
further dues.



CHAPTER XVI

THE COOPERATIVES AS AN INDE-
PENDENT MOVEMENT—THE
DEPRESSION TO DATE

THE economic depression which set in during 1930 and the
years following affected the business of the cooperatives in the
Lake Superior district as well as that of private enterprise. The
decline in prices together with an even greater curtzilment in
pecple’s incomes reduced retail sales at practically all stores.
The cooperatives, in addition, felt the effects of their in-
ternal divisions on the political question as the defeated mi-
norities in most societies commenced a general boycott of the
cooperative stores.

The dollar volume of sales of the cooperative societies in the
Lake Superior district shrank about 36 per cent between 1929
and 1932, It was practically impossible to achieve a propor-
tionate reduction of expenses, While the expenses of the stores
were reduced somewhat, the percentage of the consumer’s dol-
lar absorbed by expenses in the cooperatives affiliated with the
cooperative wholesale rose from a little less than 12 per cent in
1929 to nearly 15 in 1g32.* The drop in sales volume, moreover,
since it was caused partly by smaller incomes, was almost in-
evitably accompanied by considerable losses from bad debts
at the many stores allowing credit. A further source of loss was
the depreciation in inventories brought about by declining
prices.

Under these influences the average net earnings of the af-
filiated cooperatives fell from 3.46 per cent of sales in 1929 to
.97 per cent in 1932. Many of the societies showed net losses
in the fatter year rather than net gains, Nearly half the stores,
in fact, suffered net losses from their retail operations in 1932.

1 roz7 ¥Yearbook, Central Cooperative Wholesale, * Comparative Percent-

ages of Store Societies Affiliated with the Central Cooperative Wholesale ™,
p. 81
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TABLE 4

émorCmmCmmmWammmAm
Stone Coorerarives, 1816-1938

[
. ] 3 n
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385 25 $F¢ SEE =l
w8 £ 5 Ss 8 g"‘é “-g g =
2HES G & Lg8 =59 22b
Year CH-EE] 1 BOE 238 &9
(1928 (1929
(£ 000) {$ 000) = 100) =100)
1019 ........ 314 5
1920 ...... . 410 60
1921 ........ 312 55
1922 ........ 338 48
1923 ........ 504 54
1024 ........ 813 64
1925 ........ 2856 35 838 74
1925 ... 3,565 43 1,048 80
1927 ........ 3,967 50 1,256 36
1828 ........ 4,810 60 1518 o3
1929 ... — - 1758 100 100
1630 ........ 5596 70 1,768 99 87
1931 ........ - _ 1510 70 72
1932 ........ — — 1,310 5 53
1083 ... 3360 (Approx.) 60 1,383 68 51
1934 ........ 4438 60 1,788 87 59
1935 ........ 5262 61 2,185 102 88
1938 ........ 6783 86 2 848 129 r?
1937 ........ 8171 6 3357 u7 81
1938 ........ 7,959 82 3,160 138 72

& Statistics for 1925-30 based on reports in year books of Northern States
Cooperative League and Cooperative League of US.A.; for 1933-38 based
on reports in yearbooks of Central Cooperative Wholesale.

b Number of societies reporting their sales was usually two or three less
than the total in operation.

€ Year Book, 15983, Central Cooperative Wholesale, p. 7. The published
total for 1638 was adjusted to include taxes and freight on gasoline, which
had been mcluded in previous years,
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Many of these, nevertheless, secured sufficient income from
their marketing of member’s produce or through rebates on
their wholesale purchases to offset the retailing loss, and leave
them with a small net income.* Very few of the associations
were forced out of business.

ReLATIVE FORTUNES OF THE (COGPERATIVES
IN THE DEFPRESSION

A comparison of the cooperatives’ difficulties during the de-
pression with those of private retailers {See-Table 4) indicates
that the former fared relatively well. The reduction in retail
trade as a whole, in the seventeen counties where most of the
cooperatives were located, according to statistics of the U, S.
Census of Business, was not 36 per cent, but 50 per cent.?
‘Moreover, the proportion of failures among the stores affiliated
with the Cooperative Central Exchange was smaller than that
for all retail traders. Of the fifty-seven store societies which
seem to have been actively supporting the Exchange at the end
of 1930, only two failed; among the Communist group of

@This index, for the years 1928-87, is based on the sales of a group of 43
cooperative store societies which traneacted over T0% of the business of
all affifiated store societies in the Lake Superior region in 1937 {Cooperative
Leagus Year Book, 1889, p. 71). For other years it is based on the year-
to-year change in sales of societies reported in successive Year Books of
the Cooperative League and in the Central Cooperative Wholssale ¥Year
Book, 19%9; the number of societies covered is 10 up to 1924, then an
increasing number up to §7 for 1927 and 69 for 1938.

+ . 8. Dept. of Commerce, Domestic Commerce, vel. 23, no. 8 {Mar, 20,
1939), p. 154,

2" Special income {met)” averaged 0.56% of sales for all member co-
operatives in 1932, This item was actually larger on the average than net
income from trading, which was only 0.41% ia 1932, For some stores apecial
income probably amounted to as much of 2% of sales.

3 Other census figures oay also be cited showing the extent of the decline
in sales: Total retail sales in the U. 5. declined 49%; sales of food stores
i U, 8.—37%; sales of dealers in farm supplies and of country peneral stores
in the U, S.—58%. These figures show the drop between 1929 and 1933.
Sales of the cooperatives fell 36% between rge9 and rgsz, but recovered
two points in 1933
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fourteen there were three faitures. No statistics have ever been
published showing the total number of retail enterprises which
failed or went out of business during the depression. The
records of business failures collected by Dun & Bradstreet in-
dicate, nevertheless, that not less than one half of the retailers
in business in 192¢ had gone out of business by 1933.¢

It appears, in addition, that the drop in the sales of the Ex-
change societies was no greater than the decline in prices.
Retail food prices, as measured by the index of the U, S.
Bureau of Labor Statistics, from 192¢g to 1933 fell 37 per cent;
prices for feed, flonr, and other farm supplies dropped even
more. One may conclude that most of the member societies were
actually selling as large a quantity of goods in 1932 or 1933
as in 1929. Further, since their sales fell fess than those of
private merchants, they were probably handling 2 larger per-
centage of the total business than in the earlier period. A com-
parison of the number of members of fifty-three of the societies
at the beginning of 1935 with their membership six years
earlier shows an increase from 13,04I to 17,141 during these
years.,®

The relative success of the cooperatives during the depres-
sion can be attributed in part to the soundness of their business -
policies, especially those followed in the preceding years. Most
of the societies had accumulated substantial reserves. Most of
them were also well prepared to meet their current liabilities:
the total current assets of all member stores in 1929 were equal

4 Even in average years the proporton of retailers who close up their
shops is very large. Statistics collected by Dun & Bradstreet for 1035 when
there were 1,510,000 retail firms in business, show that while only 7,331
retail firms actoally filed in bankruptcy in that year more than 300.000 went
out of husiness. The number which went out of business during the years
1030-1933 is not known. Ir view of the fact that the number of firms filing
in bankruptcy in those years was twice that of 1935, cne may hazard a guess
that of the number of retailers who attempted to do business during each of
the depression years one-third closed up shop by the year's end

Dun & Bradstreet, Inc., Dun's Siatistical Review, passing

& Central Cooperative Wholesale, Year Book, 1935, pp. 5-8; Cooperniive
Lzague Year Book, 1930, pp. 206-200.



AS AN INDEPENDENT MOVEMENT 213

to twice their current indebtedness.® Many of the stores oper-
ated on a cash basis, and were not troubled with mounting
accounts receivable.

The cooperatives evidently succeeded in attracting consumers
who had been patronizing private merchants. What were the
attractions ? Few ‘of the societies were able to pay large rebates
during these years, It is possible, however, that their prices were
lower than those of many of their private competitors : although
their expense ratios were rising, the Exchange societies con-
tinued to sell on the relatively modest margin of 15 per cent.
Whatever savings they were able to offer undoubtedly seemed
larger to consumers when consumers’ incomes were being
drastically reduced. During the depression, also, increasing dis-
satisfaction with the system of private enterprise led to greater
interest in possible alternatives to the profit system.

The business of the cooperative wholesale (the name of
which was changed in 1931 from Cooperative Central Ex-
change to Central Cooperative Wholesale} withstood the ef-
fects of depression even better than that of the local stores.
Whereas, the dollar sales of all wholesale distributors were re-
duced more than 5 per cent, according to Census statistics, the
sales of the Exchange fell only from $1,768,000, the peak
reached in 1930, to $1,300,000 in 1932, 2 decline of 26 per
cent, Since the drop in prices was greater than 26 per cent " it
appears that the wholesale was not only transacting a larger
share of the buisiness in the district, but was actually handling
more merchandise at the bottom of the depression than in 1929
or 1930.

The withdrawa! of the fourteen Communist member societies
apparently did not prove a vital loss to the wholesale. The loss
of their patronage was partly offset by the addition of half a

8 Many societies redeemed shares for their members during the depression
as well as meeting their debts to others,

Those societies which did fail during the depression, on the cother hand,
had been operating largely on borrowed capital.

7 According to the indexgs of the U, 8. Bureau of Labor Statistics, average
wholesale prices for foods declined 3214% between 1930 and 1932,
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dozen new store cooperatives to the membership in 1930 and
1931. The stores which had remained loyal ta the central
organization, meanwhile, patronized it to an increasing extent.
The proportion of its purchases which the typical member ®
of the group made through the cooperative wholesale increased
from 37 per cent in 1930 to nearly 50 per cent by 1933.

The Exchange provided some material encouragement to its

members’ patronage by reducing its expenses in line with the
drop in its sales—holding the expense ratio slightly below the
1929 and 1930 level—and bringing its gross marginidown
from 11 per cent to g per cent. This involved a cut in the ratio
of its net earnings to less than 1 per cent of sales. However,
since it had been the policy in previous years to retain most of
the earnings in the business rather than return them to the
stores, the effect of this reduction was to slow up the accumula-
tion of the wholesale’s capital rather than to lower the modest
rebates paid to the members,
. The Exchange also built up its sales volume by the continual
addition of new lines of merchandise to its business. The hard-
ware department was graduaily extended to include many new
items and in 1931 a clothing department was opened. Addi-
tional goods were also being put under a cooperative label.

ExransioN oF COOPERATIVE BUSINESS AFTER 1933

With the improvement in economic conditions after the
middle of 1933—the rise in-price-levels and the recovery in
people’s cash incomes—the business of the cooperatives in the
Lake Superior district expanded much more rapidly than that
of private merchants, and the cooperatives continued to increase
their share of the total volume of trade. Beginning with 1934,
the dollar volume of sales of the societies affiliated with the
Exchange were substantially larger each year than in the year
preceding. By 1936 the sales of the local stores supporting the
wholesale were on the average about 10 per cent higher than
they had been in 1929. Since prices in 1936 were somewhat

8 The term * typical® refers to the median percentage in this respect
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lower than they had been before the depression, the increase
in the actual quantity of goods which they handled was con-
siderably more than 10 per cent.

The increase in the volume of their sales helped the stores
to reduce the ratio of their expenses, which had risen during
the earlier depression years. In 1936 the average expense had
declined to 10} per cent of sales, a ratio lower than that of
" any previous pesiod. This enabled the cooperatives to lower
their average gross margin slightly to 14 per cent, and still
secure net earnings—including “ other income ”—averaging
more than 4% per cent of sales. Only one member of the
wholesale group incurred a net trading loss in 1936. The amount
of its loss was approximately offset by income from other
sources, so that its net deficit for the year was only $26.

The sales of the large Cloquet Cooperative Society were twice
as large in 1936 as they had been in 1929. On the business of
this association depression influences seemed to have no ill
effects. Dollar sales declined only from $580,000 in 1930 to
$469,000 in 1932, and increased again in 1933 to almost the
1930 total. In 1936 the society’s sales were $1,126,000, includ-
ing between one-quarter and one-third of the retail business
done in Cloguet.*

The operations of the Cloguet cooperative were extremely
economical, and its low prices together with patronage rebates
of from three to five per cent undoubtedly attracted many
consumers from competing stores. Its business was also aided
by two factors: the relatively stable industries of the town, and
the addition of new departments to the cooperative establish-
ment. A large flling station was opened in Cloquet in 1931,
and a small cooperative society at Mahtowa, Minnesota, was
merged with the society in 1932. The filling station was sub-
sequently enlarged by the construction of a garage and an
automobile salesroom, In 1936 Store No. 2 in Cloguet was

0 Sates of all stores in Cloguet as shown by the Census of Business, 1935,
were $3,064,000. Sales by this cooperative in its Cloguet stores were $745,000
in 1935, $973,000 in 1936.
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moved into a larger and more centrally located building, and
later a second filling station was established neasby.

The cooperative at Rock, Michigan, was seriously affected
by the first two or three years of depression, Both the demand
for forest products and the local supply, on which the members
had depended largely for their income, were curtailed after
1929, and the sales of the Rock store were reduced by more
than half. Meanwhile, however, the society extended its
activities by opening branch stores at Chatham and Ishpeming
in 1931 and at Gladstone in 1933. Farmer members hoped they
would be able to market their farm products directly through
the urban stores at Gladstone and Ishpeming, and a sausage
factory was established at Rock as a part of this plan. As a
resitlt of these moves, the retail volume of business of the
society in 1936 was $235,000, compared with a peak of
$197,000 in 1929,

The sales of the cooperative in Superior, Wisconsin, where
the sales of other stores declined by 50 per cent during the de-
pression, not only equalled their 1929 volume in 1933 but by
1936 reached $178,000, compared with $77,000 before the
depression. This society increased the number of its stores
from one to three, and opened a service station and a garage,
Many other store societies, particularly those in rural com-
munities, enlarged both their activities and their membership
over the depression years. In many small communities in 1936
the cooperative was transacting the bulk of the local business
in the marketing of the farmers’ products as well as in retail
trade, In Amasa and Herman, Michigan, and perhaps in one
or two other places the cooperative was the only business in the
locality.

There were cases, of course, in which individual cooperatives
failed to make progress during the depression years or even
met with serious reverses. The failure of two member societies
of the group in the years 1931 and 1932 has already been
mentioned. Another store, at Crystal Falls, Michigan, which
joined the wholesale in 1934, failed in 1935. The Virginia
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Work People’s Trading Company, one of the largest members
of the Exchange group in 1930, lost one-half of its patronage
between then and 1936, and saw its reserves diminish from
$38,000 to $4,000 in the same period.

The Commumist-controlled societies which withdrew from
the wholesale group did not fare as well on the whole as did the
other cooperatives. The percentage of failure, as has been men-
tioned, was greater; the failures included the Eben Farmers'
Cooperative, Eben, Michigan, the largest member of the seced-
ing group. A few of the others, such as the cooperatives at
Mass and Ironwood, Michigan, achieved larger sales in 1936
than in 1929. On the average, however, the sales volume of
the Communist stores remained substantially below the sales
of earlier years. A

The Communist societies at a special membership meeting
June 19, 1938, decided to discontinue the business of the
Workers and Farmers Cooperative Unity Alliance. Some of
the societies subsequently began to make purchases from the
Central Cooperative Wholesale,

THE DEVELOPMENT oF DisTRICT FEDERATIONS

. The loyal members of the Cooperative Wholesale not only
increased their patronage of the central organization, but ex-
tended the activities of their district federations, These activities
had been initiated during the 1920’s through the pooling of
orders or the sharing of one trucking service. They took a more
organized form about 1928 and 1929 when the first regional
oil associations were set up to handle gasoline in bulk for the
local stores and their farmer-members. These associations,
owned and controlled by the cooperative societies in each dis-
trict, proved models for the development of many additional
district activities,

The societies on the Mesabi-Vermilion Iron Ranges of
Minnesota set up a creamery *° and a sausage factory in 1934

10 The Mesaba Range Cooperative Creamery, organized in 1928, fell under
the control of the Communists after the “split”. The Range Cooperative
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under the management of a Range Cooperative Federation,
into which the Range Cooperative Oil Association, established
earlier, was subsequently merged. The Range Federation later
added an auto sales agency and garage, 2 farm machinery de-
partment, and an insurance service, besides providing an edu-
cational director for the assistance of the member societies.
This federation is the largest of the district groups, embracing
eighteen cooperative associations with more ghan six thousand
individual shareholders.™

Five member societies in northern Wisconsin had been the
first to organize a regional oil association. This group soon
decided to build a warehouse to handle certain other com-
modities for which the individual stores alone had too little
volume of sales, including lumber, roofing, cement, and other
building materials, pails, explosives, and farm machinery, These
were sold directly to the members of the local stores. The
patronage rebates on oil and farm machinery were paid directly
to the local members, but rebates on the other items were
credited to them through the member societies, who paid but
one rebate, including these with the individuals’ other purchases.

The sort of circumstances which often led to the addition of
new cooperative departments is illustrated by the following
report:

By 1935 the Range Cooperative Federation had several trucks in
operation that needed periodic check-up and repairs. Most of the
member societies zlso had a truck or two, to say nothing about
the thousands of dollars spent by our membership each year for
buying automobiles. It was quite logical, therefore, to have the
Federation at that time acquire an auto sales and repair service
department for its membership. . . **

Federation which was controlled by the stores Ioyal to the wholesale, there-
fore set up a creamery of itz own.

11 E. A. Whitney, “ Range Cooperative Federation”, Cooperative Leogue
Fear Book, 1030, p. 152,
12 Ibid.
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The volume of business transacted by the cooperatives
through district federations mounted rapidly after 1930, reach-
ing $457,000 in 1934—nearly all of it then in petroleum prod-
ucts. By 1937 the sales of the Range Federation alone exceeded
this figure, and the volume of all the district groups had risen
to $1,251,000. Typical net earnings, reflecting principally the
results of the petroleum buszness were equal to 7 or 8 per cent
of sales.

The latest deveiapmant on a regional basis is that of co-
operative burial service. Undertaking was started in 1937 by
the Range Cooperative Federation and by the Northland Co-
operative Burial Association, an organization of cooperatives
in the area to the southwest of Duluth with headquarters at
Cloquet. They are declared to be providing modest funerals for
the local members at only a fraction of the usual charge.

TaE EXPANSION OF THE WHOLESALE

The business of the Cooperative Wholesale at Superior also
began to expand rapidly with the improvement in economic
conditions. The dollar volume of its sales increased by more
than 100 per cent between 1933 and 1936, reaching $2,846,000
in the latter year. Aided by this rise in sales, the wholesale staff
was able to reduce the ratio of expenses from over 8 per cent
in 1932 and 7.31 per cent in 1933 to 4.98 per cent of sales in
1936. This made possible a cut in the gross margin to 7 per
cent, while net earnings recovered to approximately 2 per cent
of sales.

The member cooperatives took advantage of the enlarged
earnings to declare larger patronage rebates. Of the $32,000
earned by the wholesale in 1934, $15,000 was returned to the
local stores in cash, Over half of the $37,000 eamned it 1935
was paid back. By 1536, however, it was evident that the
working capital of the central organization was growing too
slowly to keep pace with the rise in sales. Although it was de-
cided to pay eventually three-quarters of the net earnings of
that year back to the societies, most of the cash payment was
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to be retained for the ‘use of the wholesale until December,
1939.

‘The physical facilities of the wholesale were greatly ex-
panded by the purchase of a large, four-story building and a
garage 'for about $100,000. These structures were secured in
December, 1934, on relatively favorable terms, after the private
wholesale company by which they had been built went into
receivership. A further expansion was undertaken in 1936 by
the establishment of a branch warchouse and feed mill at
Virginia, Minnesota. Besides processing some of its own feed
in the Virginia branch, the wholesale had begun to roast its
own coffee with the purchase of the necessary equipment in
1935. A second feed mill was acquired at Superior in 1938.

The organization continued to add new lines of merchandise
to its business. A gasoline and oil department was formed at
the end of 1934 to serve the regional oil associations, which
became members of the wholesale federation. The Superior
-‘wholesale joined with other cooperative wholesales in founding

- National Cooperatives, Inc., a brokerage agency to pool their
orders and gmake joint contracts for commodities under a co-
operative label. It participated in the contracts with refiners for
gasoline,*®

Other goods which the wholesale now undertook to dis-
tribute included auto accessories, tractors, radios and electrical
appliances, Most of these were secured directly from manu-
facturers under a cooperative label, bringing the number of
items sold under such labels to well over two hundred by 1937.

The marked growth in the Central Cooperative Wholesale
and its member societies in the two or three years up to 1936
consisted mainly in the increasing support from consumers
secured by the member stores, and, of course, in the extension
of wholesaling to new lines of merchandise. In 1936, however,
another factor began to assume importance. This was the

#13 The addition of this depariment, which handled gasoline only ¢n &
broleerage basis, and consequently had very small expenses, tended to reduce
the average ratio of expense for all departments by nearly 34 of 1%.
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organization of new stores among nﬁn-’F innish groups with the
assistance of the wholesale.

A widespread interest in consumers’ cooperation as 2 means
of reform had followed bad times and their inevitable discon-
tent—an interest which was stimulated after 1933, of course,
by the rising cost of living. People of other foreign extractions
now began to take more interest in the Finnish cooperative
societies, even to admire them for the success they had achieved,
Farmers who belonged to producers’ cooperatives now con-
sidered whether the cooperative method could not be extended
to their buying. Cooperative buying groups were now being
organized in many other parts of the country. Gas and oil
cooperatives were already spreading over most of the Middle
West, and some of their members were ready to turn next to
cooperative stores.

Seven cooperative stores were added to the membership of
the Central Cooperative Wholesale during 1936, two in 1937,
and nine in 1939. Of these only four were associations which
had been in existence for a period of years. Four were stores
recently initiated by cooperative creameries or oil associations,
and the others were all newly-organized societies. Practically
all were non-Finnish groups. A full-time field man had been
added to the educational department of the wholesale in 1936
to assist new groups to organize. Such assistance was generally
limited to the regular operating territory of the wholesale. At
the annual meeting in 1939, however, the educational depart-
ment reported inquiries from many communities in North
Dakota and suggested the possibility of a branch warehouse
there some time in the future®*

The addition of these stores to the federation brought the
number of store societies actively supporting the wholesale in
Michigan, Minnesota, and Wisconsin to approximately eighty-

14 This i3 an area not yet served by any cooperative grocery wholesale
Stores in territory to the south of the Lake Superior region are now secved
by the Midland Cooperative Whaolesale of Minneapolis and the Cooperative
Wholesale of Chicago.
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five and their total retail sales to about eight million dollars
in 1938. There were then some sixty non-member store associa-
tions which were also patronizing the wholesale organization.
Refunds on their purchases in the form of credit towards
shares in the wholesale would automatically add most of these
to the federation in the course of time.

Also affiliated with the Central Cooperative Wholesale at
the end of 1038 were seven regional oil associations and district
federations, four active buying clubs, three cooperative cream-
eries without store departments, a cooperative boarding house,
a mutual savings bank, and a cooperative elevator society.



CHAPTER XVII

AN ECONOMIC APPRAISAL OF THE
CENTRAL COOPERATIVE WHOLE-
SALE GROUP

THERE is no doubt that the cooperative stores affiliated with
the Central Cooperative Wholesale are relatively efficient
agencies for the distribution of goods. This fact has been re-
flected in the continued extension of their trade at the expense
of private enterprise. They have won the support not only of
the Finns and of the progressive groups in the population, but
have attracted many thousands of consumers who were in-
terested only in getting the most for their money. Their ef-
ficiency has also been reflected in the relatively small number
of failures that have occurred.

Judged by conventional business standards, as well as by
their attraction of consumers, these cooperatives seem firmly
founded, The total current assets of sixty-six store societies
at the end of 1936 were equal to two and one-half times their
current liabilities. Their aggregate share capital was $741,000,
to which they had added surplus-reserves of $517,000. Of the
sixty-six societies, only eleven had a combined share capital
and surplus of less than $5,000.

CPERATING RaTiOs FOR TEE GROUP AS A WHOLE

The net earnings of the group were unusually large for
retail trade. The aggregate net income in 1936 was $312,000,
representing 44 per cent on sales. Fourteen of the sixty-six
societies realized 2 net income of more than 7 per cent of
their sales, while only five made less than 2 per cent. The
median or * typical ’ income figure was 4.1 per cent.

These statistics may be compared with those collected from
private merchants all over the country by Dun & Bradstreet,
Inc, in its Reiad Survey for 1936 (See Table 5). The typical
net earnings of 1,051 grocery and meat stores were found to

223
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TABLE &5

OrmrATING RaTIOB 0oF UENTRAL COOPERATIVE W HOLESALE SToRE SocETES
Compassn WiTE Rarios or Parvate INDEFENDENT AND CHAIN SrtoRes

]
g2 i B %
B2 Ep@ Epe Fe
22 g8z 213 3
g8 983 $8F 2§
88 848 288 2 Ca
Item 1038 1938 1936 1934
Typical Sales ($006) ........... 101 34 22 41
Gross MasaIN ................. 14.1 185 179 —_
Usual Range {UpperLimit 152 214 24 —
of Experiencee (Lower Limit 128 155 138 _
Salaries & Wages .........c.... 6.0 105 88 42
Tenancy, Heat, Light & Power .. i8¢ 22 20 35
Advertising .................... 1 05 04 11
Other Expenses ................ 261 32 34 20
Torar ExpENaSS .........vu.0.. 104 184 158 161
Torar, Ner INcoME ............ 48 21 23 22
Rate of Stock-fum ............. 00 153 41 147
Usual Range {Upper Limit 104 208 85 —_
of Experience® (LowerLimit 68 111 25 —

& Averages for 64 societies fram Central Cooperative Wholesale, Year
Book, 1837, p. 60.

b Median figures for 1,051 firms from Dun & Bradstreet, Inc., 16587 Relad
Survey, “ Survey No. 107

¢ Median figures for 1,918 firms from Dun & Bradstreet, Inc., 1557 Rstad
Survey, “ Survey No. 17",

4 Ineludes retail store expense only—except for advertising—ond excludes
expense of Btore supervision, taxes other than resl estate, and interest,
Median Sgures for 28 regular grocery chains {operating both grocery stores
and combination food stores), from Carl N. Schmals, Expenses and Profils
of Food Chaine in 1884, Harvard Business School, Burenu of Business Re-
search, Bulletin No. 98 (Boston, 136), p. 20. Figure cn rafe of stock-tur,
not published in original study, was secured directly from the Harvard
Bureau of Business Ressarch.

* The interquartile range: within these limits fall the middle 50% of ths
cases,
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be 2.1 per cent, while for 1,919 country general stores the
median profit was 2.3 per cent.* It should be remarked that
the earnings of the cooperative included an average income of
nearly 1 per cent from other sources than retail trade—such as
marketing, rebates on their wholesale purchases, ,and rent.
The “other income” included in the figures for the private
stores probably ran much smaller, Even with allowance for
this difference, however, the earnings of most of the coopera-
tives were larger than those of the typical retail business.

Consumers’ cooperative societies, one may reflect, should
not be primarily concerned with the size of net profits. The
earnings belong to the members in proportion to their patron-
age, and are, presumably, either paid back to the members or
used to build up the cooperatives’ ability to serve them. It is
important to know whether these earnings were the result of
a higher markup. For, if the prices charged by the cooperatives
were relatively high, the members would be paying out of one
pocket what they took in the other,

The typical gross margin of the cooperatives’, i. e, the
difference between the cost of the goods and the receipts from
their sale, was 14.0 per cent of sales, The typical gross margin
shown by the Refail Survey, on the other hand, was 18.5 per
cent for the grocery and meat stores, 17.9 per cent for country
general stores.” The data do not indicate that the typical margin

f Statisties for the cooperatives include {1} taxes other than on real
estate, and (2) repairs and depreciation of store equipment, under the head-
ing: * Tenancy, Heat, Light & Power”; do not include them under * QOther
Expenses”,

¥1037. Not available for 1936,

1 The Retoil Swrvey includes median figures by regions, by size of business,
and by size of town, as well as the medizn for 21l stores. The cooperatives,
however, do not fall within any one of these regions, nor within any one
size classification. The writer has therefore used only the U, 5. total figure,
uniess there appeared to be significant differences among the several regions
or groups.

2 As noted in the table, there was a rather wide range in the margins re-
ported by country general stores. One fourth had macgins below 13.6%. It is
possible that many of these stores specialized in commodities with rapid
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of private stores varied appreciably from one part of the
country to another. A lower gross margin, to be sure, is not
conclusive evidence 'of a lower mark-up: waste or deteriora~
tion of merchandise might also reduce the gross margin. Yet
since the stock turnover of their stores was relatively rapid for
the general store type of business, this factor would hardiy be
a source of much loss to the cooperatives. It may reasonably
be concluded that the mark-ups of the cooperatives were, if
anything, lower than those of their independent store com-
petitors. Their large earnings were evidently due to relatively
efficient operation.

EXPENSES 0F OPERATION

This conclusion seems to be borne out by the statistics of
the cooperatives’ expenses, The median operating expenses
reported for the store societies affiliated with the wholesale were
10.4 per cent of their sales, as compared with 16.4 per cent
for the grocery and meat stores reporting to Dun & Bradstreet
and 15.6 per cent for the country general stores.® It may be
noted from, Table 6 that the expense ratic of the cooperatives
was not as low in other years as it was in 1936. The ratio of
expenses to sales was I12.0 per cent in 1934, 10.g per cent in
1935, and I11.2 per cent in 1g37 (in 1938, when business reces-
sion toock effect, the expense ratio jumped to 13.6 per cent).
Yet this does not change the conclusions: even in these years
cooperative expenses were low compared with those of inde-
pendent stores.

Comparison of the expenses of operation of the cooperative
stores with the expenses of chain stores (also shown in
Table 5) provides a similar picture. Retail store expense of
large food chains in 1934 averaged 16.1 per cent, exclusive of
interest, taxes other than real estate, and the cost of super-

turnover and low margin such as four and feed, and that the cooperatives
correspond more closely to them than to the higher-margin stores,

8 The median expense was somewhat lower—141%—for 270 grocery
stores with filling stations, which were classified in the Relail Swrvey.
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vision. Cooperative expenses in 1936, exclusive only of interest,
were 4} per cent less.* One advantage of the cooperative stores,
over the chain stores in particular was in advertising expense,
A more important one was in the costs of tenancy, heat, and
light, which are shown by the published figures to be over
twice as high for the chains. To some extent this difference

TABLE 8

Aversgr OperaTING RaTio8 1N 1034, 1938, AND 1937, WITH AvERAGE BATIOS OF
Crry Sroprs 1% 1937; Canrsar CooreraTivE W RGLESALE STorr SocIETIES

(Percent of Sales)

All Store Societies 16 City

Storea

Items 1934 1935 1837 1937
Gross Margin ......ccvvvveenn.. 145 141 143 158
Salsries, Wages, & Payroll Taxes 68 80 68 79
Overhead Expensesa .......... a1 24 24 24
Other Expenses .....cocveann... 23 20 22 28
Total Expenses ................ ?@ m 112 i2s
Net Income from Trading ...... 25 37 31 28

Total Net Income ............. 31 46 42 b

Bources: Central Cooperative Wholesale, Year Book I588, p. 66; Yeor
Book 1957, p. 60.
& Rent, taxes, repairs, depreciation, insurance and licenses, water, heat,
light, ies, and power,
b Not available,

merely reflects the fact that most of the chain stores were
located in large cities, while these cooperatives were in small
towns and rural areas where rents are typically much lower.
Still, as pointed out in Chapter VI, it is a fact that chain
store companies seck the more expensive locations; even in
this region the local chain stores undoubtedly paid higher rents
than cooperative stores situated in the same towns.

4 It has been noted that the cocperative expense ratio decreased between
1034 and 1936 (see Table 6). It is probable that the ratio of chain store
expenses decreased somewhat also, although the increase in their sales be-
tween these two years was Iess than the increase in sales of the cooperatives,
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The major difference between the cooperatives, on one hand,
and both chain stores and independents, on the other, was in
salaries and wages, This was a reflection of the ability of the
cooperative stores to achieve larger sales per employee. On the'
‘basis of* statistics of the number of employees in sixty-seven
societies, tollected as of December 31, 1937,” average sales per
employee for those societies in 1937 were $14,400. Census

*figures for all retail trade in the United States show average
sales per retail worker® of $6,000 in 1935, and $8,300 in
1929 when total retail sales were at their peak. The figures
for Minnesota fail to indicate that the average performance in
the region in which the cooperatives were operating was any
different from that in the country as a whole. Chain stores in
the grocery and meat business had average sales per employee
of $10,700 in 1935.

Ruourar vs. Ussax

- It tay be asked to what extent conclusions drawn from the
expense figures for the Central Cooperative Wholesale store
societies as a group are borne out by the experience of those
ecoperative societies located in urban communities. The oper-
ating ratios for sixteen urban store societies, transacting about
40 per cent of the business of the group as a whole, are there-
fore included in Table 6. These statistics show that the city
stores had an average gross margin 1.5 percentage points higher
than the average for all sixty-seven societies in 1937 and an
expense ratio 1.7 points higher, and realized approximately the
same rate of earnirgs from trading operations as did the group
as a whole. Comparison of the experience of the city stores
with that of the rural stores considered separately, of course,
shows differences in gross margin and expense nearly twice as
great.

. 5 Central Cooperative Wholesale, Year Book, 1938, pp. 70-71.

6 Including active propristors and pariners of unincorporated business as
well as employees.
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One explanation of the lower gross margin in rural stores
may be that they handled a larger proportion of bulk items
such as flour, feed, and fencing, on which the margin is
ordinarily lower than it is on other articles. As for the dif-
ference in expenses, it may be noted that this was concentrated-
in the expenditure for salaries and wages. These expenditures
were higher in the city not because workers in urban stores
performed a smaller amount of work in terms of sales per-
employee, but because city workers were better paid.

Study of the figures for city stores separately leads to some
modification of the previous conclusions as to cooperative ef-
ficiency. The difference between the cost of distribution in the
urban cooperatives and the operating expenses of private dis-
tributors was nearly 2 per cent less than the difference between
the private stores and all the Central Cooperative Wholesale
store societies taken together. Thus, a part of the contrast be-
tween cooperative expenses and private expenses can be ex-
plained by the fact that 2 large proportion of the cooperatives
were in rural sections—where they paid lower wages to their
employees than did the urban cooperatives.

Tae EFFICIENCY OF THE CLOQUET COOPERATIVE SOCIETY

To turn from averages and over-all figures to specific cases,
attention may be directed to the business of the Cloquet Coop-
erative Society, situated in a manufacturing town of 7,000
people, but with an extensive membership in the surrounding
country-side as well. The Cloquet society has grown to be by
far the largest cooperative in the Lake Superior district, as well
as the largest store society in the United States. Its sales in
1930 exceeded $1,000,000. It operated two stores in the town
of Cloquet and two others in rural communities, and included
a number of special departments as well as groceries and meat.
It is estimated on the basis of Census figures that the society
handled between one-quarter and one-third of all the retail -
business in Cloquet in 1936 (See page 212).
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TABLE 7

Ssres anp Orsmating Rarros Comparen BY DeParTMENTS,
Crogquer Coorzrative Socrery, 1535

F=1
g g8 3 3 ¢
2 8% 3 3L .8 %
Department @ &8 &s Ba =8 #
] Times
o) % % % 9%  peryear
Store A {Cloquet)
Groceries ........... i55 18 83 23 25 221
Meat .....ovivvnenns B3 171 g4 147 23 i 208
Dry Goods ......... 65 180 65 g1 88 85
Hardware .......... B0 152 55 83 68 144
Store B {Cloquet)
Groceries and
General Merchandise 222 111 55 83 30 204
Mest ...l 72 202 84 128 74 w2y
Store C (Rural)
General Store ....... 28 138 49 83 &6 231
Store D {(Rural)
Genersl Stqre ....... a7 18 48 83 45 1090
Service Station and
Garage {Cloguet) .... 52 230 132 182 05 2605
Car Sales (Cloquet) .... 57 118 48 7 39 151
Coal (Cloguet) ........ 47 179 113 105 74 738
Feed {Clequet) ........ 133 73 44 80 i3 o4

Arz DEPARTMENTS ..... 1,125 136 60 85 48 %2

Source: Cloquet Cooperative Sociefy, “Income snd Expense State
ment", December 31, 1938. {(The departments bave been re-classified by the
writer in more explanstory form.}

& Includes “specisl income or expense "—principally rebates on wholesale
purchases.  Net income from trading” for each department may be caleu-
lated by subtracting total expenses from gross margin. “Special income”
{net) was a major factor only for the service station and garage, where it
amounted to 5.7% of sales. This probably should be regarded as an addi-
tion to the gross margin for the department.
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The expense ratios of the two ‘‘ merchandise " departments
of the cooperative in the town of Cloquet, each of which did
more than $150,000 business {principally in groceries) in
1936, were 9.3 and 8.3 per cent respectively. The typical ex-
pense of the 548 straight grocery stores which reported to Dun
& Bradstreet was I5.8 per cent, and there were probably few
stores to be found with expense ratios below 10 per cent.'
For the grocery sides of chain combination stores, according
to the Harvard study, store expenses, only, averaged 13.0 per
cent in 1934. Even the six cash, self-service stores in Los
Angeles super-markets, studied by the Progressive Grocer as
of 1934, incurred expenses equal to 12 per cent of their sales.

The economies achieved by the Cloquet cooperative in these
departments cannot be ascribed to the elimination of services
usually provided by grocery stores. The cooperative maintained
delivery service and also permitted a2 number of charge accounts.

The expenses of the meat departments operated in conjunge-
tion with these cooperative grocery stores were also usually
fow. Expense ratios of 14.7 per cent and 12.9 per cent respec-
tively in 1936 may be compared to average store expenses of
19.5 per cent in 1934 for the meat sides of the chain combina-
tion stores covered in the Harvard study. The greatest econ-
omies achieved by the society, however, were neither grocery
stores nor meat markets, but in other lines of merchandise
whose costs of distribution are ‘commonly much larger.

7 Comparison may be made with expense figures for individual stores com-
piled by The Progressive Grocer, 161 Sixth Avenue, New York, N, ¥.:
“ Operating Expenses of 110 Selected Food Stores ™. This study was con-
fined to “selected master merchants——all merchants who made a profit in
1034, a depression year™. Of 13 cash grocery and meat stores with seli-
service, there were 4 with expenses below 16%. Among 24 straight grocery
stores, the three lowest expense ratios were 5.0%, 10.3% and 10.9% respec-
tively—the first of these three, however, allowed 2 total of $1680 to the
two partners and $510 to the one employee for the year, while the third
allowed the proprietor $753 and his one employee $700. Average remuner-
ation in the Cloquet grocery departments, including part-time employees, was
about $oo0o a year. The Cloquet departments, moreover {whose expenses in

1934 were 10.1% and 7.85%) provided delivery as well as the usual store
service,
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Thus, the gross margins of hardware merchants, according
to Dun & Bradstreet’s 1937 Retoil Survey, usually run from
20 to 30 per cent of their sales, and their expenses only slightly
lower.® In the hardware department of the Cloquet Cooperative
Society, however, expenses were only 8.4 per cent of sales.
This record may have been achieved, at least in part, by special-
izing in quick-moving items such as nails and fencing, which
were bought in carload lots, and by carrying only limited lines
of certain other kinds of hardware, The inventory of the hard-
ware department—$4,738 in 1936—was much smaller than that
of the typical hardware store.

In dry goods, automobile, coal and feed departments, as well
as in hardware, the expenses of the cooperative were at most
only one-half those of typical private merchants,®* While the
inventories carried in these departments were not conspicuously
small as compared with those of typical private dealers, they
were very low in proportion to the volume of business handled.
The stock of the business of the society taken as a whole was
turned over at the rate of nineteen times a year.

The ratio, of expenses to sales for all departments of the
Cloquet Cooperative Society combined was 9.5 per cent. Salaries
and wages alone were 6.0 per cent. It has already been pointed
out that the expenses of the cooperative store for wages were
much less than those of private stores. This did not seem to be
explained, insofar as Cloquet was concerned, by low wage rates.
The lowest wage paid in 1936 was $12 a week; $20 was a
typical wage for store clerks. These wages compared favorably
with those paid in private stores in Cloquet. The hours worked
—forty-eight per week—were less than the hours usual in
private stores. On the other hand, it seems likely that the top

8 The “Usual Range”™ in the margins of the hardware stores reporting
was from 24 to 33%, of the hardware and farm implement dealers 18 to 27%.

8 One exception may be made to this statement. Whereas the typical ex-
pense of 141 dealers in feed, grain, and hay, including all reporting firms,
was 13.2% of sales contrasted with the cooperative's ratio of 6.1%, the typical
expense of 34 of these dealers, situated in towns of less than 20,000 and
doing a business of $50,000-$100,000 a year, was 9.9%.
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salaries paid by the cooperative were considerably lower than
would be paid by a private company of comparable size, and
that the cooperative effected some saving thereby.’® The heads
of departments were paid only $30-36 a week and the manager
of this million-dollar business contented himself with $40.
(For a discussion of “ The Loyalty of the Cooperative Person-
nel  see p, 278 et sequi.)

The major saving in salary and wage expense, however,
must be attributed to the ability to handle a relatively large
volume of business with a given sales force—more sales per
employee. Thus, sales per employee in 1935 and again in 1936
were more than $16,000,"* while the average {including pro-
prietors of unincorporated business, for the United States was
only $6,000,'* and that for the total trade in Cloguet $8,200.%
This was in spite of the fact that the cooperative clerks in
Cloquet were on a five-day, forty-eight-hour week,

Expenses of the cooperative other than those for salaries
and wages were also unusually low. Thus, tenancy costs (in-
cluding all taxes), water, heat, light, and power, plus repair
and depreciation of store equipment amounted zltogether to
only 1.6 per cent of sales. This may be compared with average
expenses for these items of 4.3 per cent for chain food stores
in 1934.

Prices charged by the Cloquet Cooperative Society were not
set merely to cover the actual expenses of operation, it should

10 If one were to assume that a private firm of similar size would pay its
manager $5,000 2 year and the heads of departments—each handling sales
of from $50,00¢ to $200,000 a year—§45 a week each, the annual payroll
would be increased by some $10,000, equivalent to pearly 1% of the sales
of the Cloguet cooperative,

Stated differently, this cooperative spent 0.2% of sales for executive
services as compared with 1.4% found by the Harvard Bureau of Business
Research to be spent by food chains for executive services—including the
wholesale function—in 1934

11 Calculated by taking the number of employees at the end of each year,
Since the number employed increased substantially during the year, this
fimure may represent an understatement of $2,000-3,000.

12 Census of American Bunineis, 1935.
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be noted. In accordance with the Rochdale system a margin
more nearly approximating that of private stores was main-
tained—13}% per cent in 1936—and the extra charge was paid
back to consumers in the form of a patronage rebate. The net
earnings realized in 1936 permitted the payment of a refund of
§ per cent.

This does not imply that the prevailing prices of private
trade were followed in all instances. In the new garage of the
society the mechanics charged 75¢ an hour for labor, although
it was the custom in other garages to charge $1.50. In the feed,
hardware, and dry goods departments goods were evidently sold
at a lower mark-up than at private stores. In some cases, of
course, the mere fact that the cooperative was able to pay a
5 per cent rebate, even though it did not undercut private
merchants, was sufficient to drive prices down. Thus, although
the new car sales department tried to do no more than match
the terms of the private dealers, the gross margin realized was
only 1114 per cent, suggesting that local dealers were doing
business on a low margin in order to compete with the coopera-
tive. The typical margin for the 891 motor vehicle dealers re-
porting to Dun & Bradstreet was 16.9 per cent®®

In order to check the conclusions as to the efficiency of the
cooperative, which were based largely on comparisons with

_averages for firms over the country, the writer undertook a brief
price-comparison between the no. 1 store of the cooperative
society and three of the other stores, The stores chosen were a

13 Competition in the food business was especially keen in Cloquet. The
cooperative stores, although they offered delivery and limited credit, were
evidently meeting the prices of the chains and other cash and carry stores, if
not setting the pace, They were transacting about one-third of the local food
business. In spite of their low expenses the net earnings of the Cloquet store
departments were somewhzt smaller than those of other divisions of the
coocperative business. An independent grocer apparently giving credit and
delivery service told the writer that he was operating on a marpin varying
from 12 to 15%, and that there wasn't much profit left out of that. Accord-
ing to the former manager of 2 local chain store, none of the private stores
in Clogquet was earning much money. The business manager of the local
newspaper, on the other hand, did not believe that the merchants were
making cut so hadly.
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large, independent Finnish grocery store, the local store of a
national chain, and the branch of a large Duluth cash grocery.
Comparative prices were ascertained on twenty grocery and
meat items. (See Appendix III).

This comparison indicated that the prices of the cooperative
were not only much lower than those of the independent, but
probably a little lower on the average than those of either of
the other two stores——just how much the extent of the com-
parison would hardly permit one to measure. The cooperative
was from 5 to 25 per cent lower than either of its two cash
competitors on ten of the twenty items, including potatoes,
oranges, beef, and eggs. On only two of the twenty—bread
and coffee—were both these competitors lower than the co-
operative, The national chain store was from 3 to 8 per cent
lower on four articles and 25 per cent lower on rolled oats.

It was impossible to take account of all possible difference
in quality in making this comparison. While the cooperative
society carried but one grade of bulk coffee at a relatively high
price, its ingredients may have been of better grade than those
of the cheaper coffees sold by its cash competitors. Its bread
was also claimed to be of better quality. The meat at the co-
operative, which was sold at several cents a pound below the
other stores, was stated by a housewife *—the member of a
group opposed to the cooperative—to be as good as any in town,

If, then, the cooperative was selling at prices even lower on
the average than those of its keenest price competitors, it ap-
pears that the 5 per cent rebate paid by the society at the end
of the year represented a saving to consumers on meats and
groceries at any rate of at least that amount.

A portion of the society’s savings were achieved by buying
advantages as well as by its low expenses of operation. Thus,

14 The wife of the business manager of the lotal newspaper, who had no
interest in cooperative principles. Her husband was skeptical of cooperation,
said they patronized the stores that advertised in the paper. She purchased
most of her meats from the cooperative, however, because of the quality and
the service she secured there.



236 CONSUMERS  COOPERATIVES

with meat sales of $200,000-$300,000 a year, the cooperative
was able to buy in unusually large quantities gnd had installed a
large refrigerator room for this purpose. Its meat prices were
fully one-fifth lower than those of competing stores. A con-
siderable proportion of its other lines it purchased by the car-
load, securing lower freight rates as well as favorable prices.
One of the private grocers in Cloquet declared that the co-
operative sold some things cheaper than he could buy them at
wholesale, The cooperative, moreover, secured patronage re-
bates, amounting in 1936 to $7,904—equal to 0.7 per cent of
its total sales—from the cooperative wholesale and the regional
oil association of which it was a member.

As noted elsewhere, the cooperative allowed some charge
accounts and provided satisfactory delivery service.®® The two
stores in Cloguet were conveniently located, on the whole, al-
though Store No. 1 was a block from the main shopping street.
On the other hand, the latter store was of homely appearance
both outside and in, and both stores were crowded for space.
Patrons may have suffered some inconvenience from limited
stocks carried in certain lines. The amount of service ordinarily
demanded in a semi-rural community such as Cloguet is
probably much less than that in more densely populated areas,

The Cloguet cooperative seems, on the whole, to have
achieved for consumers substantial savings in the process of
distribution as compared with the performance of private
merchants, without any appreciable sacrifice in quality of service
rendered. Statistics of the operations of the society indicate,
moreover, that it was distributing goods more cheaply than
efficient retailers in other parts of the country as well as in
Cloquet. While savings were made in all departments, they
were particularly large in coal, hardware, dry goods, and in
the service station and garage, (See Table 7).

It is likely that in the case of meats, automobiles, and pos-
sibly other commodities, prices were lower in Cloguet generally

15 Only 6.6 per cent of sales was spent on delivery—exclusive of coal—
in 1936
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than in comparable commumities elsewhere, benefiting not only
cooperative patrons, but all local consumers.

The chief factor to which it seems possible to attribute this
efficiency is the large volume of sales handled by the coopera-
tive—especially large in proportion to the size of the trading
area. This apparently aided the reduction of expenses by per-
mitting maximum utilization of all items of an overhead na-
ture, such as store facilities, heat, light, and power, and even
certain types of labor cost. Large volume also facilitated
quantity buying of goods at wholesale with savings both in the
price paid and in transportation costs. One other factor which
may be mentioned, which is also related to the large volume,
was the speed with which the society turned over its stock of
goods—nineteen times a year.

THE COOPERATIVE IN SUPERIOR, WISCONSIN

The Cloquet cooperative, of course, cannot be considered
typical of the Lake Superior group as a whole, It has not only
been more successful, but is much larger than the others and
handles a greater variety of merchandise. In order to study the
operation of more average societies, the writer chose those at
Superior, Wisconsin, and Ely, Minnesota. These are not repre-
sentative of the rural cooperatives which make up the bulk of
the Central Cooperative group, but they do provide examples
of the experiences of cooperatives started in the small towns
and cities of this area—the question in which the writer was
particularly interested.

Superior, a city of 36,000 population in 1930, is principally
a railroad and shipping center, peopled mainly by Americans,
Scandinavians, Germans, and Poles. The Finns form a rela-
tively small group. There were altogether 1,529 persons of
Finnish birth or parentage in Superior according to the Census
of 1930. It has, besides, a relatively shifting population with
a large percentage of dock workers who are employed only for
the seven months that the Lakes are free of ice.
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In Superior—as in Duluth on the opposite side of the har-
bor—the cooperative movement which has been so successful
in the surrounding area, has seemed, to be on rather barren

“soil. A cooperative store ‘was founded by the Finns in Superior
in 1915—one of at least three separate enterprises launched
by Superior consumers at one time or another. Two non-Fin-
nish cobperatives failed during the 1920's, and the Finnish
store was bankrupt at one time (see p. 174). The latter, how-
ever, struggled out of its difficulties, began to secure an in-
creasing amount of non-Finnish patronage as early as 1929,
and transacted a total business of $178,000 in 1936. At that
time it operated two stores and a service station, and was in
the process of opening a garage and a third store, This coop-
erative, known as the People’s Cooperative Society, is estimated
to have been handling about three per cent of the total food
business in Superior and a much smaller proportion of the
town’s total retail business,

The expenses of the People’s Cooperative’ Society were 14.5
per cent of its sales in 1936, a considerably higher ratio than
that of the Cloquet cooperative. This ratio compared favorably,
on the other hand, with expense figures for private stores in
the country as a whole—15.6 per cent for typical grocery stores
and 16.4 per cent for typical grocery and meat stores reparting
to.Dun and Bradstreet for 1936, 16.1 per cent (store expense
only) for food chains studied by Harvard as of 1934. The
expenditures of the cooperatives for rent and for delivery ser-
vice appeared to be no lower than those of a typical independent
store of similar size—though lower than those of chain stores;
the cooperative did achieve savings, on the eother hand, by
lower advertising expense and the maintenance of a rapid turn-
over of its merchandise—25 times in 1935 and 29 times in
1937 (not available for 1936)."* Information secured from
private merchants in Superior indicated that the total expenses

18 Presence of the cooperative wholesale in the same city may have made
it easier for the Superior cooperative to carry smaller inventories in pro-
portion to its volume of sales,
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of the society were at least as low as the average expenses of
its local competitors. Cooperative sales per employee in 1937
and 1938 were around $10;000, compared with sales per retail
worker (including proprietor) of $6,5oo for all stores id"-
Superior in 1935.

The two stores of the coopera.twe soczety were both con-
veniently located, one in the main shopping district. Store ap-
pearance was fair, arrangement of merchandise good, and the
service seemed -to be satisfactory. The choice of goods was
probably somewhat limited as compared to competing stores.
Credit was allowed to about a third of the patrons and goods
were delivered.

As a means of judging the values provided to consumers by
the cooperative, the prices for twenty grocery and meat items
charged by the no. 1 cooperative store were compared with
those of four private stores—so chosen as to include merchants
rendering varying degrees of service as well as the pfincipal
competitors of the cooperative. There was also available a more
comprehensive price inquiry—covering eighty different articles
—which had been made with some care by a committee of
cooperative members in the summer of 1934, an inquiry which
included three of the same stores, (See Appendix III).

One of the stores, 2 so-called “ cut-rate independent ”, was
shown by both studies to charge prices averaging 3 or 4 per
cent lower than those of the cooperative. This store was located
on the main street near the poorer residential district. On a
Saturday afternoon when it was visited by the writer, it was
crowded, dirty, disorderly, and noisy. The manager stated that
he provided both credit and delivery service. This store, ac-
cording to the report of the cooperative committee, * specializes
in the purchase of distressed stocks, shoddy merchandise and
so-called ‘ goods in second hands’. Brokers have long recog-
nized stores of this typ€ as an outlet for stale warehouse
stocks, . . Its prices were lower than those of the cooperative
on eight of the twenty commodities priced by the writer, the
same on ten, higher on two.
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Prices at a major chain store—of fair appearance, selling on
a cash-and-carry basis in a central location—were aliso indicated
to be slightly lower than those of the cooperative store by both
price comparisons. In neither case, however, did the difference
average more than one per cent. The prices of an attractive

cash ” independent in a *‘ neighborhood ” location appeared
from the writer’s comparison to be approximately the same as
prices at the cooperative. At the fourth competing store prices
were more than five per cent higher, according to both the
writer’s inquiry and that of the cooperative committee in 1934.
This was a store, however, of unusually good appearance both
inside and out, centrally located, whose proprietors prided
themselves on the excellence of their service, on the quality of
their goods, and on an extremely wide variety of merchandise.

It appeared on the basis of these comparisons—making due
allowance for the kind of service offered its customers by each
store—that the prices charged by the Superior cooperative were
not appreciably higher or lower than those of competing private
stores. The cooperative society realized a gross margin of 18.3
per cent in X936—similar to the margins of typical private
merchants in the country as a whole.** Operating on this mar-
guz it achieved net earnings of 4.2 per cent.®A refund of 2.2
per cent was paid to patrons in the form of shares of stock, to
provide for expansion of the business, and 2 per cent was re-
turned in cash. This 2 per cent probably represented the im-
mediate pecuniary advantage of patronizing the cooperative in
Superior.

Tae ELy, MINNESOTA, COOPERATIVE ASSOCIATION

Ely, Minnesota, is an iron mining town with a population

of some six thousand persons, situated on the Vermilion Range

17 Cf. Dun & Bradstreet, Inc., 7537 Retail Survey.

18 Comparisons have been made with the ratios of private food stores,
The stores of the People’s Cooperative Society carried not only food but
other goods, including work clothing, auto accessories, and coal, and it
operated & service station beginning in July, 1636, These kinds of business,
however, are not believed to have made up a sufficiently large percentage of
the salez in 1036 to have affected the operating ratics materially.
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more than a hundred miles from Duluth-Superior and almost
equally remote from other centers of population. Finns and
Yugoslavs, together with their children, make up the principal
elements in the local population. Finnish miners initiated the
local cocperative society in 1923, it was incorporated as the
Ely Cooperative Association in 1926, and is now one of the
larger enterprises of the town. It transacts a business of a
general store nature, with a gasoline pump and feeds and flour
for farmer members behind the store, but the bulk of its sales
are of food. It also operates a small branch store at nearby
Winton. Total sales in the twelve months ending April 30,
1937, were $124,000, which included perhaps 4 per cent of the
total retail trade in Ely and about one-tenth of the local food
business.

The operating expenses of the Ely Cooperative Association
were 11.35 per cent of its sales, representing a larger ratio
than that of the society at Cloguet, but still unusually low.
Salary and wage expense came to only 6.8 per cent of sales,
the result of relatively large sales per employee—3$14,700 in the
cooperative’s fiscal year, 1937-38, compared with slightly more
than $6,000 for all stores in Ely in the Census year, 1935.
Savings also resulted from lower expenses for advertising and
for building maintenance and repair than are usual in private
stores. The stock of the cooperative was turned over 19}
times during the year.

The cooperative store was in a corner location a block from
the principal shopping street, but still within the business dis-
trict. The appearance of the store was attractive outside; inside
it was rather disorderly. According to the manager, about one-
half the business was done on credit, and a considerable propor-
tion of the sales were delivered. Brief comparison with two
other stores indicated that cooperative prices were on a com-
petitive level considering the amount of services provided to
customers. {See Appendix IiI).

There were no chain stores in Ely. The nearest counterpart
to a chain store was the branch of a large Duluth grocery store,
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which had been operating in Ely for only a few months, This
was the town’s only cash store. It was well located and well
arranged. A comparison of a few of the prices charged with
those of the cooperative indicated that the average at the cash
store was somewhat lower. The latter’s prices were lower on
eight articles, higher on only two, and the same on six others
including beef. However, inquiry revealed that the beef was
of a cheaper grade ** than the beef sold by the cooperative store,

Cooperative prices were also compared with those of the
largest store in towmn, an attractive and well arranged estab-
lishment on a desirable corner location on the main street,
This store gave complete credit and delivery service, and,
of course, carried a wide variety of merchandise.?® The prices
of this store were lower than those of the cooperative on two
articles, the same on three others, but higher on twelve.

The gross margin realized by the Ely Cooperative Associa-
tion was 16.3 pet cent in its fiscal year, 1936-37. The difference
between the gross margin and the expenses of operation yielded
the association net earnings equal to 4.9 per cent of sales.
Nearly all of this amount was returned to patrons in rebates,
but half in the form of credit on shares in the society and only
half in outright cash refunds. In Ely, then, as in Superior,
consumers realized a modest advantage in patronizing the
cooperative.

THE EFriciENcY oF COOPERATIVE RETAILING

The chances for survival of the Lake Superior district co-
operatives in competition with private merchants—on strictly
economic grounds—seems from the evidence to be very good.
Sample studies indicated that cooperative prices in 1636 were

19 The butcher at the cooperative stated that he bought Swift's Premium
beef, whole sides at 16c per ib., plus 34c¢ freight, and said that he did not
befieve the cash market handled as high & grade of meat. The butcher at
the cash store subsequently informed the writer that his store paid only 11¢
per 1b. for its beef.

20 The manager stated that his " overhead expenses ™ were 17-18 per cent
of the sales.
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as low as those of their private competitors. Indeed, to judge
from the low gross margins on which they operated, some of
the cooperative stores—as in the case of Cloquet—set prices
below the levels generally established by private retailers,

At the same time, the expenses of operation of the coopera-
tives were enough lower than those of most private merchants
so that their net earnings were substantially larger. Their ef-
ficiency may be explained to some extent by their relatively
large size: only half a dozen did less than $30,000 business
in 1936, and the majority sold more than $50,000—a volume
often regarded by progressive food merchants as that required
for efficient operation.* It is also significant that many of the
rural societies—probably one-half or more—handled more than
a quarter of the total business in their respective communities,
This naturally enabled them to buy in comparatively large
quantities, and must have been at least partly responsible for
their rapid turnover of stock.

The question may still be raised whether or not the size of
the rebates the cooperatives were able to pay to consumers was
sufficiently large to prove a major attraction. No comprehen-
sive records are available as to the amount of refund actually
paid by the Lake Superior district societies in recent years. It
may be pointed out, however, that the median earnings of the
sixty-six cooperatives which have been discussed were ap-
proximately 4 per cent of their sales in each of the years
1935-38. It is from these eamnings, of course, that patronage
refunds are paid.*® Not all of the earnings, be it noted, were
paid out in refunds; most societies have made it a practice to
set aside a considerable proportion of their earnings for pur-
poses of further expansion, and will probably continue to do so.
In consequence, the patronage rebates paid by most societies

2] Carl N. Schmalz, Operating Resulis of Consumer Cooperatives in the
United States i 1937, Harvard Business School, Bureau of Business Research,
Builetin No. 108 {Boston, Bureau of Business Research, 1939), p. 6.

22 Interest on shares was freated as a special expense and deducted from
“net income from trading * in the calculation of net earnings. Therefore, no
charge was necessary against the 4% o cover such interest,
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have been small—probably not more than 3 per cent. A rebate
of this size can hardly be considered a major attraction to the
average consumer,

Nevertheless even a small refund, combined with the com-
petitive prices established by the cooperatives of this area,
leaves the cooperative stores in a relatively strong position. The
writer, unfortunately, was able to collect very little data on the
quality of the goods sold by the stores or on the nature of the
service which they render—both of which are rather intangible
values. It may be remarked that leaders of the cooperatives
claim the achievement of distinctly higher standards in these
respects, especially as to quality. If these claims are correct,
they should help to give the cooperatives by and large a definite
economic advantage over their private competitors,

THE OpERATIONS OF THE CENTRAL COOPERATIVE WEHOLESALE

Whether or not the cooperatives succeed in competition with
- private stores, their influence on the American economy as a
whole—or even on the process of distribution as such—will
remain comparatively limited unless they expand beyond the
field of retail trade. One of the aims of the cooperative move-
ment is “ production for use”, which presumably involves
actual entrance into the field of production. In order to develop
their own mills and factories, however, the cooperatives must
first develop a system for distribution on the wholesale level.
The wholesale organizations may then gradually acquire their
productive establishments,

It is, therefore, necessary to inquire into the success of the
wholesale business established by the local cooperative societies
in the Lake Superior district. This inquiry may be approached
from two different angles, We wish to know whether the co-
operatives can successfully build up their own wholesale in com-
petition with private firms. And, it is particularly important to
determine whether such a cooperative wholesale offers any im-
provements in the job of distribution as compared with private
enterprise,
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The Central Cooperative Wholesale, founded by cooperatives
of this region in 1917, had by 1936 come to handle a business
of $2,846,000. A peak volume of $3,357,000 was reached the
following year, The actual quantity of goods sold had increased
in every year of its existence without exception, even though
lower prices had caused a reduction in dollar sales during 1931
and 1932.** Besides the general merchandise business and the
bakery, established in 1919, the wholesale added a clothing
department in 1932, a gasoline and oil department in 1935, a
coffee-roasting plant in 1933, a branch wholesale and feed mill
at Virginia, Minnesota, in 1936, and finally, near the end of
1938, a larger feed mill in Superior. General merchandise, how-
ever, including dry groceries, canned goods, flour, and feed,
continued to represent the bulk of its wholesale business.

There were sixty-eight store societies affiliated and actively
supporting the wholesale at the end of 1936. The total number
of shareholding cooperatives, including seven regional oil as-
sociations, cooperative creameries, buying clubs, etc., was 107.
One hundred and fifty-one cooperatives, including both mem-
bers and non-members, made purchases from the wholesale
during the year. Purchases by non-members were very small;
the typical member society, however, bought 45 per cent of
all the goods it needed from the Central Cooperative Whole-
sale™

Examination of the financial reports of the wholesale as of
December 31, 1936, shows that the share capital—all of it
held by member cooperatives—was $183,000, and the net worth
including surplus and current earnings $263,000. This was
small in comparison with the capital of private merchants with

23 Sales in 1938 were $3,160,000, 5.6% less than in 1937. Wholesale com~
modity prices were 9% lower, according to the index of the Bureau of Labor
Statistics.

24 By the end of 1028 the number of active member store societies had
increased to approximately 85, all sharsholders to 118, and the total number
of patrons to 182,
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a similar volume of business.*® Two-thirds of the tangible net
warth—an unduly large proportion—was composed of fixed
assets, indicating relatively small working capital. The ratio of
current assets to current liabilities was 2.1, which is generally
considered sufficient for a sound enterprise, but is not high for
this type of business. On the other hand, notes and accounts
receivable were only 2 per cent of the year’s sales, and were
partly offset by customers’ advance payments. Accounts were
generally collected on a two weeks basis, The wholesale’s turn-
over of its average merchandise inventory was unusually favor-
able—fifteen times in 1936, compared with a typical stock-turn
of from six to ten in private wholesale grocery firms.*® Net
earnings, moreover, were equal to 2 per cent of the sales and
represented a return of 23 per cent on the average net worth of
the organization.

In comparing the costs of distribution through cooperative.
and through private channels, these net earnings of the coop-
‘erative may be regarded as one of the savings of cooperative
distribution. The cost to consumers of private distribution in-
cludes both:expenses of operation and the net profits, if any,
realized by the enterprisers. The net profits commonly range
from zero to 2 per cent of the wholesale price. Net profits of
the cooperative wholesale belong to the retail cooperatives
which are, in turn, owned by the consumers. The net profits or
net earnings of the Central Cooperative Wholesale over a
period of years have averaged over 114 per cent of the whole-
sale price. Nine-tenths of these earnings have been paid back
to the cooperatives as patronage refunds—one-tenth being re-
tained as surplus. A large part of the refunds, to be sure, has
been paid in the form of credit on shares in the central organi-
zation, a device which has enabled it to accumulate much-needed
capital. Approximately 25 of 1 per cent has been returned in
cash,

25 Roy Foulke, Behind the Scenes of Business (New York: Dun & Brad-

street, Inc., 1938).
26 Ihid,
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ExpENsEs 1IN WEHOLESALING

An accurate comparison of the expenses of operation of the
Central Cooperative Wholesale with those of private distribu-
tors is difficult because of the varied nature of its business.
Something like one-fourth of its sales, on the one hand, con-
sist of bulk items such as flour and feed, gasoline and oil, on
which costs are relatively low. On the other hand, there are
included in the general merchandise department of the business
such commodities as bakery products, hardware and electrical
appliances, roofing, and other building supplies, all of which
generally cost more to distribute than do groceries, Neverthe-
less, groceries and allied products make up the largest part of
the total sales. Comparison has, therefore, been made with the
expenses of private grocery distributors.

The expenses of operation of the Central Cooperative Whole-
sale were unusually low in comparison with those of private,
independent wholesalers, Thus, expenses in 1936 were 4.98 per
cent of sales—35.02 per cent in the general merchandise de-
partment—which may be compared with expenses of g to 10
per cent for typical wholesale grocery merchants in that year.™

The greatest saving effected by the cooperative wholesale
was in selling expenses which came to only 0.8 per cent of sales,
Even if one were to include the expenditures of the educational
department of the wholesale {0.25 per cent) as a selling ex-
pense, these would still be less than one-half the usual selling
expenses of private wholesale merchants.*® There also appeared
to be a considerable economy under the item: “ administrative
and office salaries”, which—including compensation of direc-
tors—amournted to 1.2 per cent of sales. Wages paid to the
wholesale’s employees were not particularly low—the minimum
for regular employees being $18 a week; but the salaries of
the general manager and the heads of departments were lower

27 Dun & Bradstreet, Inc., 7937 #¥ holesale Survey, Report No. 1, p. 13

28 2.4% for wholesale grocers in 1936, Ibid.

See also Harvard Bureau of Business Research, Operating Espenses in
the Wholesale Grocery Business, 1923, Bulletin No. 40
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than would be paid in a private business of comparabie size.
The manager, for example, was paid $58 a week—equivalent to
$3,000 a year. According to the manager of a large private
wholesale business operating in the same territory, a private
firm of the size of the Central Cooperative Wholesale would
pay its manager from $6,000 to $10,000 a year, (See p. 275
et seq. for a discussion of * The Loyalty of the Cooperative
Personnel.”}

The wholesale’s losses from bad debts were negligible, coming
to less than 0.1 per cent of sales. The losses of private wholesale
merchants on this account commonly run to 0.5 per cent.*
For warchousing, handling, and shipping—the physical pro-
cess of distribution—the costs of the cooperative wholesale
were a little more than 2.0 per cent of sales, or nearly as large
as those of private wholesalers.

The fact that selling expenses were lower for the coopera-
tive wholesale may be explained on the ground that its business
was transacted almost entirely with its own shareholders—
6.8 per cent of sales was to members in 1936. In consequence,
a very large part of the selling consisted of taking orders rather
than persuasion., Local cooperatives were probably motivated
not only by certain social ideals and a sense of loyalty to the
movement, but by the knowledge that their funds were invested
in the wholesale and that they would share in any profits to the
extent of their purchases, A continuing contact was maintained
between the stores and their central organization through the
weekly cooperative newspapers, occasional public meetings and
cooperative rallies, cooperative managers’ conferences, and
semi-annual visits by the anditors from the wholesale, who not
only checked the accounts of the store, but advised them in their
management problems. The wholesale also arranged special
sales for the benefit of the member stores, providing handbills,
displays and advertising. The advantage to the wholesale of
dealing with #ts own members was reflected in unusually large

25 Loc. oit.



APPRAISAL CF CENRTRAL GROUP 249

sales per customer; the average purchases of seventy-four mem-
ber cooperatives in 1936 were $36,000 each,

Expenses of operation would also be lower with a quick
turnover of inventory. This in turn reflected the fact that a
smaller number of different items was carried jn stock than is
customary for private wholesale merchants, Two factors en-
abled the cooperative wholesale to dispense with the usually
wide variety of stock. In the first place, it did not have to cater
to the wants of nearly so many customers in order to achieve
its volume of sales. Secondly, the promotion of cooperative-
label merchandise made it umnecessary to carry the several dif-
ferent brands of each article which might be demanded of the
ordinary store by an average group of consumers.

Although the expenses of the cooperative wholesale were
substantially lower than those of private, independent whole-
sale merchants, they were not as low as those of certain whole-
sale establishments sponsoring so-called * voluntary chains ”,
nor those of retailer-owned wholesales {also known as retailer
cooperatives). A special study by the Census for 1929 indi-
cated that “ the voluntary chain permitted the wholesaler to
secure larger sales per retail store and therefore a larger volume
with fewer accounts than was true of the more typical method
of selling. Fifteen wholesale establishments which reported all
business through member stores averaged 241 retail-member
outlets with sales of $7,139 per outlet. . . . For the entire group
of 95 wholesale establishments [operating voluntary chains],
the total expenses were 8.13 per cent, as compared with . . .
4.63 per cent for 15 establishments selling exclusively through
cooperating retail-member stores, These percentages compare
with the average of g.1 per cent for all general-line wholesale
merchants in the grocery and food-specialty trade.” ** Ac-
cording to the report of an investigation of a group of retailer-
owned wholesales by the Federal Trade Commission, “ the
retailer cooperative figures apparently demonstrate that the

30 Bureau of the Census, ** Grocery and Food Spedialties,” p. 85, in Whole-
sole Distribulion, I¢20.



250 . CONSUMERS' COOPERATIVES

actual operating expenses necessary to get goods from the
manufacturer to the retailer need not exceed the average for
this group or about 4 per cent of sales, and studies of these
companies according to sales volume groups do not indicate
that this figure is dependent in any appreciable degree upon
the factor of size.” ™ The operating expenses of the Central Co-
operative Wholesale, on the other hand, as stated above, were
4.98 per cent of sales in 1936 and slightly higher in other recent
years.*

Although no exact comparison can be made, the expenses
incurred by the chain store companies in their wholesaling
operations are, if anything, slightly higher than those of the
retailer-owned wholesales, and not appreciably different from
those of the Central Cooperative Wholesale, The Harvard study
for 1934 reported: “. . .. The cost to the chains of performing
their central office functions amounts to between 6.0 and ¢.9
per cent of the wholesalers’ selling prices.” ® These functions,
in addition to the services ordinarily performed by wholesalers,
it should be noted, include advertising, transportation, store
supervision, and taxes other than those of real estate.

Both the chain store warehouses and the private retail mem-
ber wholesales were probably quite as successful in reducing
selling expense as the cooperative wholesale. In addition, the
latter was handicapped by the great distances over which its
member cooperatives were scattered.** The private organiza-

31 Federal Trade Commission, Chain-Store Inquiry: Cocperative Grocery
Chaing, p. xxii,

32 Expense ratios of the Central Cooperative Wholesale for each of the
six years 1033-28 were as follows: 1033-7.3:1%, 1034-6.33%, 1035-3.80%,
1936-4.08%, 1937-5.00%, 1o38-5.45%. (Official figures for 1938, excluding
gasoline freight and tax from sales totals for the first time, have been
adjusted by the writer here and elsewhere in this study to include these items,
so that they will be comparable with preceding years’ figures.)

33 Exponses and Prefits of Foed Chains in 7934, p. 10

34 From Middle River, Minuesoia, on the west, to Sault Ste Marie, Mickigan,
on the east is more than 500 miles across. The region is so thinly populated
that the Great Atlantic and Pacific Tea Company has not deemed it a prac-
tical territory for its chain stores.
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tions were able to select the locations of their member stores to
a considerable extent and, therefore, to concentrate the mem-
bership of an individual warehouse within easy operating range.

It is interesting to compare these statistics for the Central
Cooperative Wholesale and for private merchants in the United
States with those for the English Cooperative Wheolesale So-
ciety. The English wholesale, of course, with sales in the
neighborhood of $500,000,000 a year, serves a territory very
intensively developed by member cooperatives. Expenses of the
English organization in 1935 for all distributive departments
were 2.2 per cent of sales; for the grocery and provisions de-
partment they were 1.3 per cent.® The exceptional economy
of cooperative wholesale distribution in England is explained
by Carr-Saunders, Florence, and Peers on the following
grounds: (1) the volume of business concentrated in one
organization; (2) a quasi-monopolized market; (3) the fact
that a large proportion of the goods “ are sent direct from
works to the retail society.” To what extent may these three
conditions be duplicated in this country? The first condition,
size, already exists to a considerable degree in the case of
certain American chain store companies and retail-member
wholesales, to a much smaller degree for the Central Coopera-
tive Wholesale. The second, quasi-monopoly, characterizes ali
three types of business in the United States. As respects the
third point, it may be conjectured that large retail outlets
facilitate direct shipment from manufacturers to the stores, and
that the larger average size of chain stores and of the member
cooperatives of the Central Cooperative Wholesale would give
these two groups some advantage over most retail-member
wholesale organizations. None of these American groups,
however, approach the typical size of retail cooperatives in
England.

A5 A M. Carr-Saunders, P. Sargant Florence and Robert Peers: Con-
sumers’ Cooperation in Greas Britoin (Harper & Brothers, New York, 1538),
Pp- 397-95.
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Prices Parp To ProDUCERS

Expenses of operation, of course, are not the sole deter-
minant of the savings achieved by a wholesale business. Prices
paid to producers by the wholesale might be either lower or
higher than those paid.by competing organizations, No com-
parison could be made of the actual prices paid by the Central
Cooperative Wholesale with those paid by private firms, but
certain factors may be pointed out, which might affect the
prices paid. The aggregate buying power of the cooperative
wholesale was much less than that of large corporate chains
and the larger retail-member wholesales, though comparing
favorably with that of most independent wholesale merchants.
Its stock turnover appears to have been less than that of chain
store warchouses but much greater than that of typical retailer-
owned wholesales and twice as rapid as the turnover of ordinary
wholesale merchants’® Limitation of purchases to a smaller
variety of goods and quick turnover both make for larger in-
dividual orders and discounts for guantity. The development
of a line of gaods under the cooperative label should be noticed
in this connection. By the beginning of 1938, 316 different
commodities, comprising some 1,200 individual items out of a
total of “ over 2,000” carried in stock were packed under the
CO-OP label.*” Substitution of these articles for a variety of
private and advertised brands made it possible to place larger
orders with single sources of supply. Discounts by manu-
facturers on contracts for these cooperative label goods were
encouraged not only by larger orders, but by a drastic reduc-
tion in the manufacturers’ selling expense. These selling ex-
penses, including salesmen’s salaries, traveling expenses, and
advertising, may cost 2 manufacturer one-sixth of his selling
price in the case of grocery products and considerably more

36 Dun & Bradstreet, Inc., 1037 ¥ holezale Survey, Report No. 1, pp. 13
& 19 Bureau of the Census, # holesale Distribution, 1933, vol. I, table 1.

37 Central Cooperative Wholesale, ¥Yeor Book 1938, p. 16
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with paints and varnishes, drugs and toilet articles.®® The as-
surance of continuing orders and promotion of the sale of the
products by the wholesale and retzil organizations largely
obviate these expenditures on the part of the manufacturer.
Discounts received on CO-OP articles were said by the buyer
for the wholesale to be passed on to the member cooperatives
in the form of lower prices.*

The advantage to the cooperatives of promoting their own
brand in place of nationally advertised products was pointed
out by the manager of the Central Cooperative Wholesale in an
article appearing in 1929, He cited comparative wholesale prices
on fifteen articles, such as the following:

Article ¢ (ooperators Best”  Nationally-advertised

Rolled osts, perecase ......... 220 285

Whent cereal, per case ....... 299 390

Pork and beans, perdos. ..... 195 230

Soup, perease ... .ccavvinines 85 1.15

Msmrani,perease.......‘.u 180 180
ete |

“The sbove prices are those preveiling in the (Central Cooperative
Wholesale} territory. In every casse listed above, the ‘ Cooperators' Best’
merchandise has been tested and found to be equal to or better than the
most widely used corresponding mationally-advertised product,

38 Association of National Advertisers, Inec., with the cooperation of the
National Association of Cost Accountasts: An Analysis of Disinibubion
Costs of 322 Manufacturers, New York, 1033.

38 Differences between the prices of nationally advertised products and co-
operative label products in favor of the latter were noted by the writer at
cooperative stores. A particularly striking instance was noted in the coopera-
tive at Brunswick, Minnesota :

Scap Flakes Weight  Price Wheat Cereal Weight  Price

Oxydol ...... 2401 $24 Wheatena .... 220sx. $22

Rinso ....... - 24 Ralston ...... 29« 22

Cco-0P ...... U« 19 Co-0P ...... 28 = 20
“ Health Soap”

Lifebuoy ..... 4o0x. $.10

CO-OP ...... 4 05

Smaller differences were noted eisewhere, These differences indicate that the
cooperatives did have the benefit of lower wholesale prices on these co-
operative label products.
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“The savings the cooperators are able to make by the use of their own -
labeled goods is from § per cent to 31 per cent with an average of 128
per cent on the sbove examples alone.” ¢

This source of savings is not exclusive to the cooperative,
however. Chain stores, retail-member wholesalers, and inde-
pendent wholesale merchants may each have articles packed
under labels of their own and seek to concentrate their sales on
such private label products. It is well known to what extent
certain chain stores, in particular, have developed their own
private brands. It is possible, nevertheless, that cooperatives
may have some advantage in the promotion of these lines.
Nationgl advertising is continually building up consumer de-
mand for various manufacturers brands which private mer-
chants will feel it wise to stock in order to increase or main-
tain their volume of sales. A comparison of the operating ratios
of private wholesales handling varying proportions of goods
under their own brands shows a tendency for their expenses to
be larger as they handle larger proportions of sales under
their own labels® Cooperatives, because they represent a
movement of: social protest against private business, and be-
cause they have an organized membership, should be able to
persuade consumers to purchase cooperative label products in
preference to advertised brands even when there is no ap-
parent advantage in price or quality.*® Private distributors,
for the most part, have attempted to sell their private brands
only on the basis of a price differential.

45 Eskel Ronn in the Cooperative Pyramid Builder {Central Cooperative
Wholesale, Superior, Wisconsin), IV, No. 5 (May, 1929), p. 138

41 Dun & Bradstreet, Inc, op. oif., pp. 17-18.

42 To quote from the report of the general manager to the annual meeting
of the Central Cooperative Wholesale, April 15-16, 1935: “ With consistent
educational prepaganda, we are rapidly overcoming the resistance that exists
in the field of distribution agminst the so-called ‘private label’ products—
of which CO-OP is one-in competition with the nationally sdvertised
goods.” A year later he reported: " With an aggressive sales program of
CO-OP iabel goods, we can graduzlly do away with pationally advertised
brands in cur stores.” Annual mesting, April 13-14, 1936,
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QUALITY STANDARDS '

One of the advantages claimed by the cooperative whalesale
for the use of its own label was the opportunity to maintain
higher standards of quality since it could order goods to its,
own specifications and need not rely upon the brands of
various manufacturers, Furthermore, if a source of supply
became unsatisfactory for any reason, it was possible to shift
to some other source without confronting consumers with a
change in the name of the brand carried.

To what extent the CO-OP label has been used to raise
quality standards it is difficult to determine. * Among matters
under new business ” at the annual meeting of delegates of
member cooperatives on April 13-14, 1936, it was reported
that “ the quality of merchandise distribuied by the Central
Cooperative Wholesale, and chiefly goods under the CO-OP
label, came in for searching questions and considerable discus-
sion.” The head buyer explained,  When products are placed
under the CQ-OP Iabel, relizbility of the source is one impor-
tant consideration; government grading standards are used
wherever available; tests and analyses of samples are made, the
Central Cooperative Wholesale spending upon laboratory tests
considerably more than ordinary wholesale concerns. Contracts
with producers provide for return and indemnity if goods fail
to come up to the specified standards and formulas, and these
are checked by sample tests of deliveries.” ¥ Delegates to the
annual meetings, however, continued to express a desire for
better quality, and at the annual meeting April 11-12, 1938,
a resolution was presented by the resclutions committee and
subsequently referred to the board of directors, which would
have instructed the board to:

1. Make a thorough investigation as to the feasibility of applying
a labeling system for cooperative merchandise that is approved by
the Federal government, or that some other suitable approved
system of descriptive labeling be adopted.

43 Central Cooperative Wholessle, Year Book, rgz6, “ Summary of Pro-
ceedings at Annual Meeting...”, o 1L
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2, Employ a full-time, adequately trained kitchen tester immedi-
ately, or just as soon as 2 suitable person can be found.

3. Immediately purchase, with the aid of technical advice, ade-
quate kitchen, laboratory, and other equipment that will allow
more scientific testing of foods and other products, thus essuring
that the buyers at the wholesale will be in possession of sufficient
information to improve and protect the qualit§ of cooperative
products.

4. Widely publicize the results of testing to member societies so
that this information will be available to cooperative workers and
members.

Employment of a kitchen tester and plans for a laboratory and
testing kitchen were announced by the wholesale July 15, 19309.

W HOLESALING—CONCLUSIONS

The foregoing review of the activities of the Central Co-
operative Wholesale does not indicate that competition by
private enterprisers is likely to undermine cooperative whole-
saling in this territory. The cooperative business has expanded
consistently despite a limited supply of working capital. Its
operations appear sound from the financial point of view.
Expenses of operation in recent years were much lower than
those of the “ old-line " private wholesale merchants, and, at
the least, could be said to approach the economy of the most
efficient types of wholesale distribution, the chain store ware-
houses and retailer-owned wholesales. The assurance of the
patronage of its principal customers and its concentration on a
single line of goods apparently make possible more economical
distribution than is characteristic of American wholesale busi-
ness as a whole, The performance of the English Cooperative
Wholesale may be an indication that a cooperative organiza-
tion has some advantage for economy which private business
does not have, Development of an extensive line of coopera-
tive label goods and the graduval elimination of competing
brands from retail shelves may offer one means of achieving
lower costs to the consumer, both in wholesaling and in retail
distribution,
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Propuctive DEPARTMENTS

The cooperatives in the Lake Superior district have not yet
succeeded in producing the goods which their members consume
to any considerable extent, even though modest progress is
being made in that direction. In 1936 the cooperative whole-
sale operated two productive departments, the coffee-roasting
department and the bakery. The volume of these two depart-
ments amourited to approximately 6 per cent of the total whole-
sale business. With the acquisition of the feed mill in the
latter part of 1938 the proportion of its merchandise which the
wholesale processed itself increased somewhat—possibly to
10 per cent.,

No analysis has been undertaken of the efficiency of these
productive departments. The operating statements of the whole-
sale, it may be noted in passing, show both the gross distribut-
ing margins and the net earnings to be larger in the baking and
coffee departments than in those handling goods processed out-
side. Net earnings of the newly-acquired feed mill for the
first six months of 1939 were reported * to be 3 per cent of
its sales, which was also larger than the average earnings for
the business as a whole. These results might be regarded as a
demonstration that definite savings were achieved by coopera-
tive production. It is not known, however, how the usual
margins of profit in the distribution of these goods compared
with the margins of profit in other lines.

AUDITING AND EDUCATION

In considering the possible economies which the Central
Cooperative Wholesale has achieved for the member coopera-
tives it is important not to overlook the services of the Audit-
ing and Educational Departments of the central organization.
Audits of the accounts of the affiliated stores have been in-
sisted on by the wholesale; most of the societies have audits
semi-amnually. The work of the wholesale auditors has been a

44 Cooperative Builder, July 29, 1930
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major factor in building up both the financial strength and the
operating efficiency of the stores. A recent publication explains
the services rendered by the auditors as follows:

The main purpose of the Department has been to tender
specialized auditing and accounting service for the affiliated socie-
ties of the Central Cooperative Wholesale. The audit reports have
acquainted the cooperative membership with the fimancial condition
and operations of their respective association; have criticized in a
constructive way the management and operations of the societies:
have helped to root out dishonesty and inefficiency; have instilled
confidence in the shareholders as to honest and efficient manage-
ment of their society.

In early years the bookkeeping of the cooperative stores was

often poor. A uniform accounting system, with standardized book-
keeping forms especially devised for cooperative stores, oil associa-
tions, creameries, efc., has greatly simplified the accounting work
of the cooperatives; and regular examinations have resulted in
up-to-date record-keeping.
" Education has been an important part of the auditing department
program. In addition to teaching bookkeeping at the Cooperative
Training School, the auditing department has taught new book-
keepers on the job, has educated managers by suggestions and
demands for improvements in nmnagement, and has educated
boards of directors by helping them to analyze fimancial state-
ments and by thorough discussion of problems in their board meet-
ings. Almost the entire crew of auditors is seli-trained by the
department.*®

The auditing department has provided a means for pooling
the financial experience of the individual cooperatives through-
out the entire Lake Superior region. It is an indication of the
success of the department that the balance sheets and income
and expense statements of every store cooperative and oil as-
sociation affiliated with the wholesale are brought together and
published each year in the Central Cooperative Wholesale
Year Book,

45 Central Cooperative Wholesale, 20th Fear (Sueperior, Wis, 1937),
PE. 23-4
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The activities of the educational department will be discussed
at more length elsewhere, The educational work has also played
a major part in the economic success of the entire movement.
It has not merely had the indirect effect of creating interest
in the ideals and opportunities of the movement and thus in-
creasing patronage of cooperative enterprises. It has played a
more direct part in cooperative efficiency by stimulating in-
telligent participation in the affairs of the societies by the
members. More specifically, it has aided in the sale of coopera-
tive label merchandise and helped concentrate the purchases of
the local cooperatives in the cooperative wholesale.

SaviNgs REALIZED 8y THE DiISTRICT FEDERATIONS

The principal business developed so far by district federa-
tions of local cooperative societies has been in petroleum bulk
tank stations supplying the service station and gas pumps of
the local stores, It is difficnlt to compare the operating efficiency
of these oil associations with that of private oil companies, in-
asmuch as margins and expenses of operation vary greatly
according to the proportion of gasoline sold directly to indi-
vidual consumers as compared with that sold through filling
stations. These regional oil associations, however, have evi-
dently effected substantial savings. Selling at prevailing prices,
they have secured typical net earnings in recent years of g per
cent of their sales. In 1936, for example, operating on an
average margin of 18.8 per cent, they had average net earnings
of 8.8 per cent.

A particularly striking case is that of the C-A-P Cooperative
Oil Association, serving ten local cooperative societies in Carl-
ton, Aitkin, and Pine Counties, Minnesota, This association has
sold $773,000 of petroleum products in the nine years, 1929-37,
realizing $99,700 in net earnings, of which $87,000 has been
returned to the member cooperatives in the form of patronage
dividends,

There were five regional oil associations affiliated with the
Central Cooperative Wholeszale in 1937, with sales in that year
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ranging from $37,600 for the smallest to $223,900 for the
large one with headquarters in Cloquet. There were, in addi-
tion, the district federations centered at Maple, Wisconsin, and
Virginia, Minnesota, whose business included other com-
modities besides petroleum products. It is probably too early to
assess the results of the entrance of these two associations
into other lines such as automobile sales and farm machinery.
These associations had net earnings for their business as a
whole of 4.6 per cent and 3.1 per cent respectively for the
two-year period, 1937-38.

TaeE CoMParaTIVE EFFIciENcY oF COOPERATIVE
DisTrRIBUTION AS A WHOLE

The efficiency of the consumers’ cooperative system in the
Lake Superior district, considered as a whole, compares very
favorably with that of private distribution in the United
States. The gross margins and expenses of the rural stores
which make up most of this cooperative group have been sub-
stantially lower in recent years than those of typical private
merchants, Costs of distribution through those cooperatives
located in small towns and cities were higher than those of
the rural cooperatives, but still somewhat lower than those of
private stores—either independents or chains. In the case of
the cooperatives in the town of Cloquet, the largest coopera-
tive society in the region, costs in all departments were mark-
edly lower than those of private distributors. A considerable
degree of economy has been achieved also in general wholesal-
ing and in the bulk distribution of petroleum products.

A rough comparison can be made of the costs of getting
goods from the manufacturer to the consumer through coop-
erative channels in the Lake Superior region with correspond-
ing costs for private agencies of distribution in the United
States as a whole. In Table 8 the gross margins of the whole-
sale business have been converted to a percentage of the retail
price, and the total of wholesale and retail margins combined
has been shown for various types of distributors. The combined



APPRAISAL OF CENTRAL GROUP 261

cost of retail and wholesale trade for all kinds of distributors
and all sorts of commoditiés, as calculated for 1929 by the
economists of the Twentieth Century Fund, was approximately
30 per cent of the value of the goods distributed. The cost of
distributing food, where turnover is relatively rapid, is gen-
erally lower than that for other types of merchandise. Thus,
the combined margins of typical wholesale grocers and co::ntxy
general stores which sell a large proportion of focod in rural
areas such as that in which most of the cooperatives operate,
were 26.8 per cent of the retail price for 1936. These agencies,
to be sure, were not as economical as the chain stores. For
sixty-six food chains the average gross margin, covering both
their retail stores and their warehouse operations, was 23.9
per cent as of 1934, With these totals may be compared the
costs for the cooperatives, doing a general store type of busi-
ness with food as the major item. The combined gross margin
of the local stores and the wholesale for the year 1936 was 20.1
per cent, more than 3 per cent lower than the figure quoted for
the chain stores and more than 6 per cent less than the com-
bined total for the independent merchants.

The cooperative societies, moreover, had about 5 per cent
of the value of the goods left after all expenses were paid. This
represented the net earnings of the retail stores and the whole-
sale together, and a large part of it was repaid to consumers
in the form of patronage dividends, thereby constituting a re-
duction in the costs of distribution to consumers. The gross
margin has guite properly been used to measure the costs borne
by the consuming public in the case of private agencies for
distribution, inasmuch as whatever net profit merchants are
able to realize over and above their expenses is included in the
prices which consumers pay. For cooperatives, however, the
gross margin is not a true measure. In the cooperatives all the
net profit, after interest is paid on the capital, belongs to the
members in proportion to the purchases they have made—
membership being open to all consumers; consequently, the total
business expenses including interest on capitzl, is a more logical



262 CONSUMERS’ COOPERATIVES

TABLE 8

Costs ro Tae CoNsumer or Private awp Coorerative FozMs

oF DiSTRIBUTION
{Per cent of ratail price)

(1}
Retail
Agency Margin

2}
olesale

Margin

L A+2
G

ombined
Margin

10% approx. 30 approx.

Independent Food Merchants, 1938: .
Couniry General Stores?® ........ 179
Wholesale Groceries® ............

39

258

Chain Food Stores, 10344 ...........

=9

Consumers' Cocperatwes, Gross
Marging in 1638:2 ........0c.0.
Store Societies Affiliated with
Central Cooperative Wholesale . 141

Central Cooperative Wholesale ..,
Consumers’ Cooperatives, Expenses
b1 2
Btore Socleties ........ccovveuenes 104
Central Cooperative Wholesale . ..

80

5.0

201

154

Consumers’ Cooperatives in Great
Britain, Gross Margins in 1932:1

100 Cooperative Societies—
Grocery departments .......... 229

Cooperative Wholesale Society—
Grocery and Provisions ........

Ccnaumeﬂ?CoepershmmGreat
Britain, Expenses in 1832:% ..

109 Cooperative Societies— ...... 28
Cooperative Whalesale Soziety ...

24

10

53

138

& Twentieth Century Fund, Does Distribution Cost Too Muchf, pp. 117-
1%. Refers to distribution of all types of merchandise.
b A typical figure for 1919 stores. Dun & Bradstreet, Inc., 7837 Retad
Survey, Survey No. 17. Thia was selected as the group most comparable to
the Lake Superior district cooperatives. Ths bulk of the groups salea are
of food. The survey of grocery and meat stores showed a typical grose

margin of 18.5 per cent.

eIhun & Bradstreet, Inc., 7637 Wholesals Swvey, Repori No. I, Whols-
sals Grocers, p- 13. About half the concerns reporting sponsored voluniary
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measure, In practice, cooperative members have permitted a
larger or smailer part of the earnings to remain in the business
for use as reserves or, more generally, for expansion of the
activities of the society. Nevertheless, the actual cost of dis-
tributing goods through the cooperatives in the Lake Superior
district was only 15.4 per cent of the retail price in 1936, 9 to 11
per cent less than the cost to consumers of distribution through
private business,

How are these results to be interpreted? Have the coopera-
tives achieved an important reduction in the costs of distribu-
tion? It may be pointed out that these results were achieved in
one distinct region and for the most part in rural communities,
the demands of which may be more easily satisfied than those
of urban consumers. The cooperatives may not have given as
much service on the average as independent merchants in the
same region. It seems evident, nevertheless, that most of the
reduction in cost reflects the performance of a more efficient
job of distribution by this particular group of cooperatives.

Comparison of the costs of these American cooperatives
with cooperatives in Great Britain shows that the American

cheins. The typical margin for these firms was nof substantially different,
however, from that for the group a9 & whole.

4Carl N, Schmalx, Erpenses and Profite of Food Chains in 1954
Harvard Business School, Bureau of Business Research, Bulletin No. 90
{Boston, Bureat of Business Research, 1936), p. 3. If 1934 figures had bezn
used for the cooperatives as well ag for the chains, the comparison would
have been diffierent. Thus, the combined margin for the Central Coopera~
tive Wholesale Group in 1934 was 2149, expenses 174%. In other
words, the cooperatives, aided by an increase in their sales of 48 per cent
between 1034 and 1038, reduced their gross margin by 1.3 per cent of sales
between these two yeam. May not the chains have effected some reduction
in their margin aleo? The increase in the sales of the chains between 1934
and 1938, although it was much less than the incresse in the asles of the
cooperatives, probably did easble them to operate on a somewhat lower
gross margin in 1936 than the one showa for 1934.

* Derived from statistics in Central Cooperative Wholesale, ¥ear Book
1587, pp. §, 58. Figures used here for the retail cooperatives are not medians,
but arithmetic averages of the statistics for all societiea.

£A. M, Carr-Saunders, P. Sargant Filorence, and Robert Peers: Cone
sumers’ Co-operation in Great Briltain, pp. 377, 397, 401.
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group operated on a considerably smaller gross margin
than the much older and much larger societies in Great
Britain. Expenses of the British cooperatives, however, were
little more than one-half their gross margin. The expense of
cooperative wholesaling in Great Britain was so low that the
combined expenses of the British cooperatives were only 13.8
per cent of retail prices in 1932, which was 1.6 points less than
the expenses of the Central Cooperative Wholesale group in
1936. It is worthy of note that the British cooperatives, in ad-
dition to their economies in the retail and wholesale fields have
affected a particularly drastic reduction in the distribution costs
connected with manufacturing. Whereas the costs incurred for
the sale of their products by manufacturers in this country
amount t0 10 per cent or more of the retail price even in the
grocery business, the expenses for distribution from productive
enterprises owned by the English Cooperative Wholesale So-
ciety were equal to less than 14 of 1 per cent in 1932.%° The
American cooperatives around Lake Superior have not yet
entered the field of manufacturing to any extent.

48 C amsuer.;’ Cooperation in Greai Brilain, p. 401.



CHAPTER XVIII

THE DIRECTION AND PERSONNEL
OF THE COOPERATIVES

Two major elements in the efficiency of any business are the
quality of its direction and the character of the persennel
One possible explanation of the successful operation of the
cooperative enterprises in the Lake Superior district is the part
which has been played in their direction by the boards of direc-
tors and the membership, It is the board elected by the members
which is responsible for the administration of each society.
This board engages the manager and other employees, deter-
mines the operating policies of the business, and supervises
generally the conduct of the enterprise.

THE RorLE PLaveDp BY Boarps oF DIRECTORS

The boards of directors, varying in size from five to fifteen,
are usually required by the by-laws of each society to meet at
least once a month; on occasions they meet more frequently.
The directors of the Cloquet Cooperative Society had met
thirteen times in the six months preceding the writer’s visit.
Meetings of the Cloquet board often lasted from 7 p. m. to
midnight; directors received no compensation for their work,
but were remunerated for the cost of traveling to the meetings.
The importance which is attached to sound direction by the
boards of each cooperative is indicated by the institution of
circuit schools for directors on the same plan as those for em-
ployees by the educational department of the Central Coopera-
tive Wholesale, )

The board of the wholesale itself has taken an active part in
the administration of the central organization. The whole
board of fifteen members has met three or four times a year,
the meetings lasting two and sometimes three days, in addition
to the short meetings immediately before and after the annual
meeting of delegates. ‘The full board * considers and passes

265
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on such matters as: wage agreements, election of new em-
ployees, organizing of new departments, approval of new
articles of merchandise or new lines to be handled. . .”* An
executive committee of nine meets in other months to go over
the financial reports of the wholesale and the reports of the
auditing, educational, and other departments, together with
other routine matters, Still other administrative duties are
delegated to other committees of the board. A copy of the
minutes of each meeting of each committee is sent to every
board member. The directors receive $3.00 a day for their
attendance at meetings, besides their hote! and traveling ex-
penses. The total expenses of the board have run about 0.1 per
cent of the sales of the wholesale.

The directors of the Central Cooperative Wholesale are
elected by the delegates of the member cooperatives for over-
lapping, three-year terms. They are selected by districts, and
their choice now actually takes place at meetings of the district
federations. Of the fifteen members of the board in 1937, nine
were farmers, three were cooperative store managers, two were
workers living in the city, and one was editor of a cooperative
paper.*

MEeumBERSHIP PARTICIPATION IN CONTROL

The individual societies usually have membership meetings
twice yearly. The members at these meetings not only select the
directors, but decide the disposition of the net earnings, and
have final voice on any other matters they wish to consider.
This occasionally includes the employment of the manager or
other employees, The meetings often set up committees of the
members to carry out specific policies.

To be a member, of course, a person must own a share in
the society—commonly set at $10.00 each. Since the coopera-
tives generally pay patronage refunds to non-members as well
as merbers, sufficient credit to pay for a full share frequently

1 Central Cooperative Wholesale, zoth Year, p. 6.
2 Ibid.
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accumulates for a steady patron within one year. Nevertheless,
most of the cooperatives have transacted at least a modest
amount of their business with persons who were not members,
and in a few societies a majority of the sales have been to
non-member consumers.

Of the sharcholders themselves a large proportion do not
‘attend meetings, It may be estimated that from one-guarter to
one¢-half of the members attend the annual meetings of most
of the Lake Superior region cooperatives, and a smaller num-
ber atiend the semi-annual meetings. The proportion of the
total membership taking part tends to decline as the size of
the association grows larger. Even in the smaller cocperatives
of 100-200 members, at least fifty members have usually come
to meetings. On the other hand, in the Cloquet society with
its 2,700 shareholders attendance has ranged from 400 to 600
—the latter representing the capacity of the auditorium, In
the nature of the country in which the cooperatives are situated,
the distance of many members from the meetings has proved
a difficulty, especially where members are served by branch
stores—{requently thirty miles or more from the headquarters.
Societies with several stores have instituted a system of branch
store meetings, with directors elected to represent each branch
and local committees elected to administer the local stores.

Delegates to the annual meeting of the Central Cooperative
Wholesale are chosen by the members’ meetings of the local
societies, Practically all the affiliated cooperatives are repre-
sented at these wholesale delegate meetings, which last two
days. Comprehensive reports are presented to the delegates in
advance in printed form, and discussions at the meetings, it is
reported, * are at times quite extensive and thorough.” * There
were 295 delegates from 83 member societies present at the
annual meeting in 1937.

The delegates’ votes are based on the number of individual
sharehclding members in their respective societies, each mem-
ber society being entitled to one vote for each fifty of its own

3Ibid, p. 5.
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individual members. In order to exercise these votes, however,
the member society must own a corresponding number of
shares at $100 each.

‘The local cooperative societies, through their delegates, have
final authority over the policies and operations of the central
organization. It may be worth noting again (See Chapter
XIII) that the wholesale, in ftumn, exercises considerable in-
fluence over the affiliated stores, because of the work of its
educational and auditing departments in particular, to say
nothing of the other services it renders to the stores.

Lancuace DIFFICULTIES

A major difficulty in securing participation by all the mem-
bers of the societies in their direction has been the difference
in language between the Finnisk and non-Finnish members,
The desirability of bringing English-speaking shareholders into
a share in the control was recognized by leaders of the whole-
sale in the 1920’s. The Finnish-American societies were urged
to hold their meetings in English, and most of these coopera-
tives have gradually made this transition. This has meant a
hardship and sometimes the alienation of the oldest and most
experienced cooperators, many of whom had failed to learn
English.

This problem was recognized earlier and has been more suc-
cessfully handled, in some of the Lake Superior cooperatives,
at any rate, than it was in the United Cooperative Society of
Maynard, Massachusetts. In both the Cloguet and Superior
cooperatives, for example, several non-Finnish members have
been elected to the boards of directors, and in Superior
especially, non-Finnish members have taken an active part in
the cooperative. Difference of language remains, to be sure, a
crucial problem for the Central Cooperative Wholesale,

At the annual meeting of the wholesale in 1938 a resolution
was presented by non-Finnish delegates which stated that “at
least 20% of the affiliated societies of the Central Cooperative
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Wholesale are non-Finnish societies . . .”,* yet all the directors

had been chosen from the Finnish membership; and which re-
quested the use of proportional representation in the election
of directors. No action had been taken on this proposal by 1939.

The meetings of delegates of the wholesale, for which
English is the official language, have been noticeably hampered
by the difference in language. The problem has not been en-
tirely solved by the Institution of an advance meeting for dis-
cussion in Finnish of the questions to come befere the whole-
sale meeting,

Erricrexcy aNp MEeEMBERSHIP CONTROL

Supervision of the cooperative enterprises by the boards of
directors and through them by the membership seems to have
- been a force making for more efficient management, or at the
very least for the detection of bad management, in most of
the societies. In the wholesale the board must receive consid-
erable credit for the conduct of the business.

It is in another respect, nevertheless, that membership par-
ticipation has had the greatest effect on efficiency, namely,
loyaity of the members to the cooperative stores. Even though
it is only a minority who attend meetings and feel themselves
truly part of the organization, still, the interest of these con-
sumers and their confidence in the business assures the coopera-
tive of a substantial volume of business and, perhaps, permits
the elimination of unnecessary services which would be thought
essential to keep customers in a private establishment. A cor-
responding loyalty of the shareholders to their own enterprise
has aided the wholesale. This helps to explain why costs in
the cooperatives are lower.

EFFICIENCY OF PERSONNEL—{OMPENSATION

It has been observed that sales per employee were larger
in the cooperatives than in private stores; rapid turnover and
low expenses gave evidence of efficient management. Perhaps

4 Minutes, Yeor Book, 1038, p. 3t
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"this means that the reason these cooperatives were so efficient
was that they had unusually able workers and managers. Then
it may be asked: if the employees were unusual, was it because
the cooperative policies were such as to build up a capable
personnel? Were the employees stimulated to better perform-
ance by a special interest in the ideals of the cooperative move-
ment? Or was it merely by chance that these particular coop-
eratives happened to have unusually efficient men in their
service?

The wages, hours of work, and other working conditions in
the Lake Superior cooperative stores do not seem to have been
of a sort which would attract able workers from private em-
ployment. Weekly wages in the urban stores have been, on
the whole, about as low as those paid by private merchants.
Wages in rural cooperatives have been much less than those
in the towns; whether they have been worse than the standards
of private business in the same areas it is hard to say, since
most country stores are operated by their proprietors with
little, if any, help other than that of members of their own
families. Inrsome urban communities hours of work per week
have been shorter than those of private stores; in the country
stores cooperative hours have been very long. The tenure of
cooperative ‘employees has generally been more secure than
that of workers in private stores, inasmuch as they cannot be
dismissed without an appeal to the board of directors and
sometimes to the membership, and few cooperatives have failed.
Workers have frequently had the privilege of a week's vaca-
tion with pay. On the other hand, extra duties have often
been expected of employees of a cooperative, such as attendance
at meetings and assistance with educational work, which are
not required of the employees of a private merchant.

The managers especially have been burdened with additional
duties outside their regular hours, and the hours of managers
have generally been longer than those of other employees.
Salaries of most of the cooperative managers in 1936 were
reported to have ranged from $100 to $175 a month (not in-



DIRECTION AND PERSONNEL 271

cluding living quarters and light and heat often provided to
managers by rural societies). The manager of a new coopera-
tive store at Brunswick, Minnesota, indeed, was paid only $80
a month, and his clerk $45; they were expected to keep the
store open 84 hours a week, In general, it seems that managers
have been paid less than workers in private business, consider-
ing their responsibilities; employees on the bottom of the
ladder have, perhaps, been paid somewhat better.”

Standards of employment have been lowest and hardest to
improve in those cooperatives in whose membership farmers
have predominated. As compared with their own cash income
from the sale of farm products, $75-100 a month has seemed
liberal to farmers. And they have not been able to accept the
fact that other workers, engaged in different sorts of occupa-
tions, should not need to wotk as long a day as do they them-
selves,

In the wholesale the minimum wage for regular employees
was 318 a week, and the average weekly wage for all workers
including eight on part-time, in September, 1936, was ap-
proximately $26. This was much better than wages paid in
private wholesales, according to the agent for the Cooperative
Workers’ Union.

SELECTION, TRAINING, AND PROMOTION

Arrangements for the recognition of merit and promotion
were not satisfactory, at least during the earlier years of the
movement.,® Nevertheless, cooperative employees in 1936 ex-
pressed the belief that there was more opportunity for advance-
ment within the cooperatives than there was in private business.

5 In a resolution presented by the board of directors to the annual meeting
of the Central Cooperative Wholesale in 1938, it was stated: “With very
few exceptions, the cooperatives belonging to the CCW have paid to their
workers within the lower brackets somewhat higher wages than those paid
by private business, cperating in the same field and in the same localities,
to workers in corresponding positions.” Central Cooperative Whelesale, Year
Book 1938, p. 31.

6 Cocperative League Year Book, 1930, pp. 1234
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Employees have beéen chosen almost entirely within the coop-
erative movement—i, e., they were generally selected from
members of the societies, and persons identified with private
business were avoided. Whether or not “pull” of other sorts
has played a prominent part in choice of employees, coopera-
tives have frowned on the appointment of relatives of direc-
tors, and board members have generally resigned whenever
they or their relatives accepted employment from the same
society. In recent years most appointments have come to be
made only after advertisements for applicants have been placed
in the weekly Cooperative Builder or in the Finnish Coopera-
tive Weekly, which have circulations throughout the Lake
Superior region aud reach other parts of the country as well,
Advertisements are used not only for managers and experienced
workers but for gasoline station attendants and store assistants,
The ads usually request applicants to state the salary wanted,
a practice which has tended to keep rates of pay at lower levels,
Nevertheless, they have been beneficial both in widening the
field of selection for cooperatives seeking workers and in pro-
viding greater opportunities for workers desiring cooperative
jobs.

The wholesale has taken an active role in encouraging the
exchange of managers and other employees among the member
cooperatives and in training the cooperative workers. A training
school, eight weeks in length, has been conducted by the staff
of the wholesale every autumn since 1919. Here thirty or forty
students each year have had courses not only in business and
accounting subjects, but also in “ Cooperation—History, Prin-
ciples and Methods ”; * Organization, Administration, and
Educational Methods of Cooperatives”’;  Elements of Eco-
nomics and Social Theory ™. The cost of the school has been
shared by the wholesale, the students, and local societies from
which they came. According to Clarence W. Failor, * Most
graduates of this school have found jobs as bookkeepers and
salespersons, while a few have been promoted to managerial
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positions. In spite of deaths and marriages, four-fifths of the
graduates were employed in cooperatives in 1938.”

Another means of increasing efficiency has been semi-annual
meetings of store managers from all over the Lake Superior
district. Joint meetings of directors, managers, and employees,
have been held locally. In 1938 “ circuit schools ™ were started
and conducted by the wholesale, where employees could come
together in their own neighborhoods one night a week for
several sessions dealing with merchandising methods. This
training method reached nearly all cooperative workers, while
the resident training schools held annually in Superior have
included but a small fraction.

Through these developments workers have found increased
opportunities in recent years for training and promotion, The
cooperatives in turn have secured a more experienced and
efficient personnel. Limiting themselves as they have, however,
to cooperative-trained men, the cooperatives have continued to
find it hard to fill technical and administrative positions satis-
factorily. There is certainly too little evidence to conclude that
the cooperative employees have been appreciably superior in
ability to the employees of efficient private competitors.

EMrLOYEE (ORGANIZATION

Union organization ameng the employees of the coopera-
tives has not presented a2 uniform pattern. Most of the workers
in the wholesale and a large proportion of those in urban stores
have joined unions; most of the employees in rural areas
have not.

Cooperative employees who were union-minded at first be-
longed to a Cooperative Workers’ Union organized in 1930.
This type of organization did not prove satisfactory. The
members of the union realized that as long as the employees of
private firms remained unorganized, improvements in wages
or working conditions secured from the cooperative societies

¥ Carcers in Consumer Cooperation (Science Research Associates, Chicago,
1939}, B 19
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would tend to handicap the societies in competitionr with
private business. The Cooperative Workers’ Union called no
strikes, but confined itself to peaceful negotiations and educa-
tional work. In 1936 and 1937 its following waned rapidly.

By 1936 city-wide unions were being organized among retail
workers as well as truck drivers in the Central Cooperative
Wholesale territory. Cooper&tive employees were among the
first to join these unions. Workers in the wholesale -enrélled
in the warehousemen’s union. One of the truck drivers of the
‘Central Cooperative Wholesale was leader of the city-wide
labor federation,

The wholesale has generally been friendly to labor unions,
has contributed strike funds, and has recently given one of its
workers leave of absence to do labor organizing. It has, never-
‘theless,”taken the position that cooperative emnployees should
not demand higher wages than the standards achieved by union
workers in private employment. According to a resolution pre-
sented to the annual meeting in 1938,

The board of directors have knowledge of numerous instances
in which the labor unions have demanded for the employees of
the cooperatives higher wages and shorter working hours than
what the same tnions have demanded from private business con-
cerns operating in the same field in the same localities, To the
credit of the employees of our cooperatives, it must be said, that
to our knowledge they have not made these demands themselves,
but as they are often represented by persons—usually the officals
of the respective labor unions—the demands presented by them are
naturally formulated accordingly. From union officials of this type
there has even emanated, to our knowiedge at least in two instances,
an idez that all the net earnings of the cooperatives belong to the

employees, , . 0

Further difficulties of the sort indicated in this statement
arose in August, 1938, when a one-week strike of store clerks
and truck drivers caused a shut-down of three of the stores

8% Mimstes of the 215t Annual Meeting... April 13 and 12, 10387, Yeor
Book 1038, p. 30
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and the service station of the Cloquet Cooperative Society.
The board of directors of this society, in the direction of which
rural members take a more active part than do members in
the town, had sought to increase hours or lower wages on
the expiration of a previous contract with store clerks. The
change was intended to bring terms of employment in line with
those of union clerks in nearby Duluth. The board was forced
to abandon this proposal, though it did secure an “ open shop ”

rule for new employees.® ,

TEE 1;OYALTY oF THE COOPERATIVE PERSONNEL

A large proportion of the cooperative workers have regarded
their work not merely from the standpoint of an employee but
from the viewpoint of consumers as well. Inquiry made by
Clarence W. Failor of 526 cooperative employees in the Lake
Superior district and other parts of the Middle West disclosed
that more than one-half listed the opportunity to work for
social ideals and the promotion of cooperation as one of the
rewards of their work*® Possibly this is part of the explana-
tion of the efficiency of cooperative operations.

Managers of the cooperative societies contented themselves
with lower pay than that of managers of private stores. The
principal executives of the movement, it was noted in the pre-
ceding chapter, accepted salaries no more than half as large as
they might have received in the employ of private corporations.
They were willing to make these financial sacrifices because in
their philosophy they were opposed to private business, and
because they considered they were building a better kind of
economic system.

It is important to notice in this connection that the coopera-
tive executives had been drawn from the cooperative mem-
bership and trained in the movement. Their friends and as-
sociates, perhaps their own families, were farmers or industrial
workers. It was this class in society to which they felt they

8 U. 8, Dept. of Labor, Monthly Labor Review, Vol. 47 {(Dec., "38), p. 1315,
10 0p. ok, p. 17
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belonged, not the business and professional class. This bond
with the lower-income group was strengthened, no doubt, by
their common immigrant background,

As a consequence, their financial standards were set, not by
the standards of living maintained by private businessmen, but
by those of workers and farmers. By comparison with the
incomes of the class to which they belonged, the salaries of the
cooperative managers and executives were handsome®

Managers with a private-business background, on the other
hand, have not made satisfactory personnel for the coopera-
tives, in the opinions of leaders of the movement, The whole-
sale especially recommends against employment of such persons
by newly-initiated stores. Thus—the need of the cooperatives
to train their own workers. In the words of H. V, Nurmi, the
late manager of the Central Cooperative Wholesale: “ The
movement will not expand any faster than we are able to train
employees and executives who will conscientiously and whole-
heartediy work for the interests of the common people.” *

11 It Bas been suggested by a student of the labor movement that it is by
Tow salaries rather than high that cooperatives and labor umions alike can
secure the best leadership. When labor leaders were paid on the scale of
business executives, they moved to better residential districts, raised their
standards of Lving, and commenced to associzte with the well-to-do class,
They lost their loyalty to the unions, forgot their lower-class attitudes, and
oftenn moved into business or professional positions,

12 Cooperative Lesgue Yeor Book, 1932,



- CHAPTER XIX

FACTORS AFFECTING COOPERATIVE.
GROWTH

"ExPANSION of cooperative enterprise in the Lake Superior
district has been based partly on competition of a strictly eco-
nomic type. This takes its most obvious form in the prices
charged by cooperative business as compared with those of
private establishments and the savings, if any, which the co-
operatives are able to return to consumers. It has already been
observed that the cooperative stores enjoyed an advantage in
this respect.

Tue PATRONAGE REBATE

The institution of the patronage rebate as such mmay also
serve to attract the custom of consumers. To many persons the
rebate is desirable not merely because it means that their total
expenditures are reduced, but because it gives them a lump sum
over and above their usual sources of income once every year,
It is for them 2 painless method of saving. This type of appeal
was emphasized by the custom in the cooperative at Cloquet
for the society to retain the savings for most of the following
year and pay them to patrons in December, when they could
be conveniently utilized for Christmas shopping.? Cooperative
refunds also tend to attract more patronage from each con-
sumer, inasmuch as they increase with the amount of a person’s
purchases.

Store LocaTion

Store location is not an especially important factor in com-
petition in the Lake Superior region, where most business is
done in small towns or at cross-road stores. While the urban
cooperatives avoided the high-rent spots, they were conveniently

1 This device served to increase the working capital of the cooperative by
nearly the amount of the annual refunds, as compared with the capital of

societics which paid refunds to consumesrs at the beginming of the following
year.
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Iocated for most consumers, The appearance of most of the
cooperative stores, although not up to the best private estab-
lishments in the cities, was better than that of typical private
competitors.

It has been noted that the cooperatives spent less for adver-
tising in recent years than did typical private merchants—con-
siderably less than the chains. To a small extent this difference
was offset by the expenditures of the cooperatives for educa-
tional work, which is in a sense a “ selling " expense. The
wholesale spent 0.25 per cent of sales for its educational de-
partment in 1936. Local societies incurred educational expenses
of 0.1 per cent, and appropriated an unknown amount out of
earnings for the same purpose.

EpvcaTionar. Work

Major emphasis in their efforts to build cooperative enter-
prise has been placed by the Central Cooperative Wholesale
societies on educational work, *“ Have this understood from
the beginning: If you fail in cooperative education, you stand
to fail in all else.” *—So the wholesale has instructed persons
interested in organizing cooperative stores. “ By cooperative
education we mean the knowledge necessary for organized con-
sumers to understand what the cooperative movement is and
how they may successfully establish and conduct their own
enterprises. . , .” But it is more than the means to a material
end: “ To the extent that cooperation is applied, it supplants
profit exploitation and leads to economic democracy; for that
reason, to millions of cooperators throughout the world it is
also an instrument of profound social reform. It makes for
better individuals and better nations, better homes and com-
munities, protected and nourished by security and abundance.” *
Educational work based on this philosophy has been effectively
utilized to increase the loyalty of existing members and to win
the interest of other persons in the cooperative movement.

2 Quoted from the standard instructions of the wholesale in 2oth Yeor, p. 10.
8 Ibid., p. 20.
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A large part of the educational work has been carried on
through central or federated organizations such as the Central
Cooperative Wholesale, the Women’s Cooperative Guild, the
Cooperative Youth League, the Cooperative Publishing Asso-
ciztion, and the district federations. The lead has been taken
by the educational department of the wholesale. The staff of
this department has been increased in recent years from two
to four full-time workers.

The educational department of the whalesale has assisted
with the organization of new societies, provided speakers for
cooperative meetings, prepared and distributed literature con-
cerning the cooperatives, conducted training schools for em-
ployees, and generally endeavored to coordinate the activities
of all the other educational agencies in the district. Its leaders
have exerted a major influence in the Lake Superior district
cooperatives.*

Recent meetings of delegates to the wholesale have been
marked by some controversy as to the amount which should
be expended for education. Increases urged by the Range so-
cieties have been opposed by more conservative cooperatives,
particularly that at Cloguet, which has itself spent only o.1-0.2
per cent of sales for educational purposes in recent years. The
board of the wholesale was evidently dissatisfied with the exist-
ing program, reporting to the annual meeting in 1939:

. « « It is also evident that cooperative educational work is not
increasing in efficiency to the same extent as the commercial activi-
ties of the CCW, and is not keeping pace with the material progress
of the cooperatives; as a result, there is a tendency among the
members and supporters of our cooperatives to forget the social
aims and purposes of the cooperative movement and to interest
themselves in educational work only to the extent that it serves the
business aims of the movement.

The history of the cooperative movement and its practical ex-
periences in the past prove conclusively that the cooperatives will

4 The present manager of the Central Cooperative Wholesale, A. J. Hayes,
was previcusly 2 member of the educational department.
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not succeed and prosper in the long run if they are imterested
only in immediate material benefits and are devoid of any social
aims. . . 8

The growth of the district federations has provided oppor-
tunities for more effective educational work, but the federa-
tions have not had available the necessary funds. The Ar-
rowhead and Range federations have employed educational
directors, and the Marquette district federation engaged an
educational man for three months in 1g38—until its funds
became exhausted. Finally, in 1939, the Central Cooperative
Wholesale determined to appoint resident educational directors
in each of several districts.

Educational committees have been set up by the members
of most of the individual cooperatives. “ In their respective
communities . . . [they] arrange public entertainments, picnics,
and lectures; distribute cooperative literature and papers;
conduct drives for members and patrons for their store so-
cieties, and otherwise promote cooperative education among
both members and prospective patrons.” ®* Not all of the so-
cieties have such committees, however, and some of the exist-
ing committees are relatively inactive.

WonEN's GUILD AND YoUTH LEAGUE

‘Women’s Cooperative Guild units have been set up in most
of the local cooperative societies to do organizing and educa-
tional work. One of their major functions has been the conduct
of summer camps for children, Five camps were held in 1937,
attended by 500 children for two-week periods. Cooperative
exhibits at fairs, picnics, and socials were also arranged by
Guild units.

There were some sixty locals of the Women's Guild with
more than 1,500 members in the Lake Superior district in 1937.
There were also Co-op Clubs including both men and women,

5 Yeor Book, 1939, p. 17,
8 Ibid,, p. 21.
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Of the guilds and clubs together three-fourths were Finnish-
language groups. In some cooperatives separate guilds had
been organized among the Finnish and non-Finnish women.

A counterpart to the women’s organization is the Coopera-
tive Youth League which, like the former, has a full-time
secretary in Superior and many local units throughout the
territory. A conference of the League in 1938 was attended by
223 young people. Athletics have been sponsored among co-
operative members, such as the annual co-op basketball tourna-
ment in which various cooperatives are represented. A coop-
erative youth course lasting four weeks has been held at Brule,
Wisconsin, each summer for several years.

In addition to the youth courses and camps for children,
several one-week institutes for adults, combining recreation
with discussion of cooperative problems, have been held at
rural points in the Lake Superior district each summer. “ Cir-
cuit schools” and district conferences for directors and
employees of the cooperatives have been mentioned elsewhere,

Meeting halls, dormitories, and recreation facilities are
maintained in at least three districts by cooperative park asso-
ciations, in which the local store societies are shareholders.”
These parks furnish places for the summer camps and in-
stitutes, and also for weekend rallies or festivals, which are
attended by as many as several thousand persons.

CoOPERATIVE PUBLICATIONS

All the other educational agencies are served by the two
weekly newspapers of the Cooperative Publishing Association
in Superior, one published in English and one in Finnish. The

7 The spirit in which these cooperative activities are carried on is indicated
in the following news item from the Cooperative Builder, May 6, 1039:

The damage done to the pavilion at the Co-op Park, Farmers Lake, by the
heavy snows that squashed it Jast winter has been locked over and estimated
to be very heavy..., The actual rebuilding will begin on Sunday, May 7—
0:30 a. m. peopie from all the different Iocalities are invited to come
ggewn;ngmtharbamersmd saws and all necessary tools to take part in

rebutlding

The cieamng of the Park will also be done on the same day, All those

on working at cleaning should bring their rakes and axes and
shmrels or whatever they think they need, Lunch will be served.
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Cooperative Builder, first established in magazine form in 1926
as the Pyramid-Builder,® is the only English-language weekly
published by the cooperative movement in the United Stites,
A five-column newspaper of 12-16 pages, it covers not merely
the field of cooperatives but those of labor, public ownership,
and political action. Its special departments make it a family
newspaper, with sections devoted to women, youth, children,
health, and farm Novels by popular authors are run in serial
form. Editorials and letter-columns provide a forum for dis-
cussion of cooperative policies and related problems. The
Builder and the Finnish Cooperative Weekly also serve as
media through which to reach the cooperative membership
throughout the area with advertisements for the cooperative
stores. .

The Cooperative Publishing Association which issues these
newspapers is nominally a separate organization, but is owned
and controlled by the cooperatives affiliated with the Central
Cooperative Wholesale. Its operations have been on a financially
self-sustaining basis. Combined circulation of the two weekly
papers was 25,000 in 1939. Some of the member cooperatives
have made appropriations from their education funds to send
onie of these papers to every individual member who wishes
to read it.

Sociat. OrJECTIVES IN TEE EpucaTioNal WoRK

Primary emphasis in the educational work is given to the
social philosophy which underlies the cooperative movement
in the Lake Superior region. This philosophy considers the
mass of workers and farmers to be exploited by the owners of
capital. It regards the system of private enterprise for profit
as fundamentally unsound. Control of distribution and of a

£“Why was it called * Pyramid-Builder'? ‘ The cooperative movement’,
it was said, ‘must be built like a pyramid, with a broad base of constmers
organized into local societies, which in tum are handed into a2 central organi-
zation for wholesale buying, production, and education. The whole structure

ie supported and controlled by the base, which must always be broader
thas the top'™
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large part of production, it holds, must gradually be assumed
by the people as consumers through voluntary organization in
cooperatives. The key to control of the business system, the
people’s purchasing power, rests in their own hands.

The background of this philosophy, as developed by the
Finnish-American cooperators, is Marxism, It has, to be sure,
parted ways with the Communist followers of Marx. For the
‘cooperative leaders the basic element in the economy must be
the organizations of consumers, embracing all occupational
groups, rather than labor unions and other producer organiza-
tions—although existence of the latter is believed to be neces-
sary. The attainment of their gradualist, voluntary program;
naturally involves before all else the education of consumers,

Education on the basis of these social objectives has evi-
dently proved an element of strength in the growth of the co-
operatives of the Central Cooperative Wholesale group. Per-
sons who accepted this philosophy would tend to support the
cooperative enterprises on general principles and would con-
scientiously avoid support to private business, According to
V. S. Alanne:

‘Wherever comprehensive educational work has been carried on
in 2 locality before a cooperative business enterprise is started, its
success is almost always assured. This certainly accounts for the
success of the Finnish cooperative stores in northeastern Minne-
sota, northern Wisconsin and the upper Peninsula of Michigan.

* * * * *®

For years, before these societies were organized, Finnish news-
papers published by working<class and farmer organizations [in
the United States] carried on intensive propaganda and educational
work teaching these workers and farmers the A.B.C.’s of econ-
omics and sociology from 3 really progressive point of view. These
papers analyzed the inherent contradiction of the capitalist system
and proved to the satisfaction of their readers that the cooperative
system: of production and distribution was the coming thing, That
is why the average member of a Finnish cooperative society in the
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Northern States district is an ardent cooperator and 2 loyal sup-
porter of all genuine cooperative undertakings.®

The same emphasis has been maintained by the cooperatives
of the Central Cooperative Wholesale group in more recent
years. To quote the report of the board of directors of the
wholesale to the annual meeting in 1937: “ In all our educa-
tional work, we have pointed out the fact that our ultimate aim
is the replacement of the profit system of society with a more
just social order, which can be realized only through the united
efforts of the Iaboring masses.” **

ORrcaNIZING METHODS

Insisting on the voluntary nature of the movement, the
leaders have consistently refrained from efforts to organize
new cooperatives on their own initiative.

. . . The Wholesale was set up in 1917 primarily as a service
agency for existing retail cooperatives, not a promotional agency
to ereate new ones,

The CCW has never gone into a community and planted a co-
operative society there. It would be utterly against its policy to do
so0. It believes that the local people should do the planting, and
that if the local people in any community have not yet sufficient
Interest to raise their own capital and plant a cooperative, then
that community is not ready for a cooperative.

However, the CCW does give advice and educational aid, both
by letter and through persona!l calls by fieldmen, to local groups
which indicate a desire to organize, . . .22

A full-time fieldman has heen on the staff of the educational
department of the wholesale since 1935 specifically to help in
the organization of new cooperatives. Initiative for such or-
ganization, nevertheless, must come from local consumers,
The wholesale has discouraged very rapid organization by the

8* Trends of Today in the Finnish Cooperatives ™ in Cooperation, June, 1932,
16 Year Book, 1037, . 10.
1t Cooperotive Builder, editorial, Aug. 12, 1030
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local members, pointing out that a failure generally precludes
further attempts at cooperation in the same locality for ten
years or more.

The leaders of the movement have conceived the strength
of the local cooperatives to depend upon the members’ own
initiative and their own responsibility for the conduct of the
business?® This belief has involved 2 more comprehensive
educational program than would be necessary merely to secure
the passive support of consumers.

Cur movement's conception of an Eduacational Program is a
broad one. It aims much farther than any specified campaigns,
propaganda specials, or projects. We have those too, but they are
only a part. We look upon the raising of the whole level of in-
formation, native culture and recreation as of paramount import-
ance not only as far as furtherance of cooperation is concerned,
but in the building of any intelligent and competent mass move-
ment. Any permanent economic orgamization of real strength,
whether pnion, farm, or cooperative, must eventually reinforce
itself with those elements which come from a membership charac-
terized by informed, clear thinking on current problems of all kinds,
selfculture, and the healthy morale possible only through self-
activity in education, culture and recreation.

‘That is why in this district the numerous hall associations, educa-
tional societies, clubs, women’s guilds, youth leagues, and the like,
are considered so important. In many communities they are the
only centers of education, culture and recreation. They serve their
members and prospective members to a thousand and one purposes,
binding them together in social and community life.

And as this basis of organization of educational activities is thus
broad and many-sided, so also is it capable of making use of more

12 Leaders of the Central Cooperative Wholesale group have been critical
of the program recently launched by the Midland Cooperative Wholesale in
Minneapolis to organize cooperative stores in central and southern Minnesota
and Wisconsin with more direct aid from the wholesale organization. Under
the Midland plan management of the local stores is provided by the whole-
sale on 2 contract basis and the stores will be expected to give all their
patronage to the Midland grocery department. Part of the capital for the
stores in turn is furnished by the wholesale,
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than some restricted educational material or type of activity. Some
of the Cooperative Clubs, for instance, are in effect farm or Iabor
forum organizations, with cooperation only as the chief element of
interest in their program. The same is true of the various hall
associations and educational societies. Qur women’s guilds similarly
interest themselves in peace work, anti-liquor education and
maternity aid legislation, discuss labor problems, etc.?®

CoOPERATION WITH FARM AND Lasor GrouPps

The cooperatives of this region have not taken the position
that consumers’ cooperation alone provides an adequate pro-
gram for the reform of society. They have conceded the need
for workers and farmers to improve their bargaining power by
means of other types of organization, the need for public own-
ership of certain industries, and the necessity of a progressive
party to promote a political program in the interests of the
low-income groups. The cooperatives have assisted workers
and farmers to organize labor unions and farm marketing as-
sociations. The cooperative newspapers, for example, gave
helpful publicity to the recent strikes of timber workers and
newspaper men in this district. A donation was made by the
wholesale to the timber workers. Some of the store societies
have, of course, provided marketing facilities for farmers, and
more recently the educational department of the wholesale has
assisted in the organization of cooperative marketing agencies.

Representatives of the Central Cooperative Wholesale
societies took part in the recent organization of the Minnesota
Farmer-Cooperative-Labor Council. This council, including the
representatives of the State Federation of Labor, consumers’
cooperatives, producers’ cooperatives, and general farm organi-
zations, was set up to conduct educational work looking toward
greater cooperation between farmers and city workers, The
consumers’ cooperatives whose membership embraces both
groups can take a leading part in this task.

13 A. ] Hayes, “ 'The Educational Program of the Central Cooperative
Wholesale and Its Member Societies,”, Cooperaitve Leaoue Year Book, 1536,
™ 7%
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Prospects FOrR COOPERATIVE GROWTH IN THE
Surerior Reciox

Endeavors to secure the support of additional consumers for
the cooperative stores have met with much the same obstacles
as have those in Maynard, Massachusetis. Even though a large
proportion of the patronage of the cooperatives—in many so-
cieties the majority—now comes from English-speaking people,
the cooperatives have continued to be directed by Finnish
members, and they are widely regarded among the general
population as Finnish stores. Added to this is their former
connection with the Communists, In spite of the split that oc-
curred between the Communists and the cooperatives, the
program of the movement still seems radical to most non-Fin-
nish persons. Members of some of the Finnish churches are
also antagonistic to the cooperatives because of their radicalism.

The private competitors of the societies, naturally, have
exercised their influence to identify consumers’ cooperation
exclusively with the Finns, and with the Communists, too,
whenever possible, The principal daily newspapers in the region,
with the exception of the labor paper in Duluth, are unlikely
to publicize the growth of the movement. They are written
and published by persons of a different sccial class and dif-
ferent social philosophy and their advertising income is derived
to a large extent from competitors of the cooperatives,

The personal attachments of consumers to particular mer-
chants operate everywhere to restrain cooperative expansion.
A great deal of patronage, in addition, is determined by the
principle of *local reciprocity , which was also observed in
the Maynard study. Even Finns sympathetic to the local co-
operative trade elsewhere “ for business reasons.” These con-
siderations probably apply less to workers and farmers than
to business and professional people. .

Nevertheless, the future population of the region will be
more homogeneous than that of the present and recent past.
Probably it will also be more stable, as the farming sections
become more generally settled, and the region’s industries better
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developed. Language barriers should be less serious in the
future. In the cities especially the children of the members are
learning to speak English instead of Finnish and they begin
to mix with the children of ‘other nationalities, Moreover, the
cooperatives in the Lake Superior region have been more
successful than in Maynard, Massachusetts, in capturing the
interest of the younger generation. The increasing contact of
the younger Finns with youth of other parentage may not be
offset in this case by a slackening interest in the movement,
This is one result of the educational program.

The educational work and the radical social philosophy on
which it.has been based, have played an important part in the
growth of the Central Cooperative wholesale societies. It is,
of course, impossible to tell whether education has had an
influence comparable in importance te financial savings to con-
sumers in building up the patronage of cooperative stores. It
has undoubtedly developed the idealism of the members and
the personnel, stimulated membership participation, and pro-
moted efficiency of management,

Future growth of the movement would seem to depend as
much on intangible social factors 2s on financial savings. In
particular, any movement adopting a radical program is likely
to find its support varying considerably with changes in the
social attitudes of the population. The cooperative program
aroused a great deal more interest in the period during and
following the depression of 1929-33 than it had in the years
preceding. Its future reception correspondingly depends on
economic conditions. There are other factors which affect social
attitudes. It is not impossible that further economic stress or
the involvement in war will be accompanied by fascist attitudes
and increasing fear of “ subversive tendencies ”, which would
prevent the growth of cooperative sympathies among the gen-
etal public. The cooperatives, however, have made themselves
a part of the progressive forces of the region, and they should
prosper as long as these progressive forces have opportunity
to expend themselves.
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CHAPTER XX

COOPERATIVE CONTRIBUTICNS AND
OPPORTUNITIES IN THE
UNITED STATES

Two major questions have been considered in the conduct
of the present study: (x) What contributions have cooperatives
been able to make to the solution of certain socio-economic
problems? (2) What are the prospects for further coopera‘ave
growth in the United States, judging from the experiences of
existing cooperatives? The answers to be gleaned from the
cases studied are summarized as follows:

Substantial economies in the costs of distribution have been
made by the consumers’ cooperatives studied as compared with
private distributors in the United States. An estimate of the
over-all economies in retail and wholesale trade achieved so
far by cooperatives in the Lake Superior district show a saving
to consumers in food distribution of about 5 per cent compared
with the chains and 10 per cent compared with independent
wholesalers and retailers. In retail distribution alone the sav-
ing on food amounted to around 5 per cent for the Lake
Superior cooperatives, but somewhat less in Maynard, Massa-
chusetts, In other lines of retailing such as gascline, hardware,
and appliances, the savings were greater,

Some of these savings have probably been shared by con-
sumers at large as well as the coopérative membership in the
respective communities. Competition by the cooperatives has
sometimes resulted in a reduction in prices charged by private °
merchants, forcing them either to reduce their costs or to
forego part of their customary profit.

EcoNomic ACCOMPLISEMENTS

Cooperatives such as these can tap two principal sources of
economy. They can return to consumers the equivalent of the
net profits made by private firms; and they can effect reduc-
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tions in the costs of doing business, While the net profits of
private merchants far exceed the limited interest paid by co-
operatives on their share capital, still, for retail and wholesale
distribution alone their elimination is not a major source of
saving. Such profits have averaged in recent years no more
than 2 or 3 per cent of the prices paid by consumers,

Cooperatives, judging from the cases examined, can achieve
actual economies in the distributive process, in addition to
eliminating private profits. They can operate on a lower gross
margin, because their operating expenses are less than those of
their private competitors. This is made possible in the retail
trade by a larger volume of business than is typical of private
firms. Cooperative patronage sometimes becomes sufficiently
wide to give the cooperative business an important fraction of
the entire trade of the community, thereby leading {o addi-
tional economies. Certain services are frequently rendered by
private stores in order to secure or keep patrons, which are
recognized by consumers themselves to be wasteful and un-
necessary. When the consumers are running a business, such
services can’ often be eliminated for the sake of economy and
greater savings to consumers in other forms. The reduction in
expenses achieved by the cooperatives studied amount to from
2 to 6 per cent of sales in foed retailing, and considerably more
on certain other commodities, in comparison with the expenses
of comparable private distributors in the same lines, whether
chain stores or independents,

In wholesaling the cooperatives of the Lake Superior region
have achieved about the same improvements in distribution as
have already been accomplished by chain stores and the more
efficient retail-member wholesales, A substantial cut in selling-
expenses, made possible by the cooperative form of organiza-
tion, has reduced the costs of the Central Cooperative Whole-
sale 4 or 5 percentage points below those of typical * old-line ”
wholesalers.

Rapid turnover of stock, which characterizes the cooperative
wholesale and to a lesser extent the operations of the retail
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stores, is another factor contributing to greater economy of
distribution. If smaller inventories can be carried in proportion
to sales, then less store space, less capital, less labor will be
required. Besides the saving in expenses, there may be a dis-
count on price from the manufacturer which will not be
revealed by operating ratios,

Larger orders concentrated on a particular line of merchan-
dise and lower selling expense for the manufacturer have led
to discounts for the cooperative wholesale. Such discounts re-
sult, in part, from the substitution of cooperative label goods
for the variety of competing brands pushed by national ad-
vertising. Whether cooperatives have yet achieved larger sav-
ings in these lines than private distributors pushing their own
brands of merchandise has not been determined. It is possible,
nonetheless, that cooperatives through their direct contacts with
consumers may be able to educate consumers to the advantages
of this change where private firms have so far not succeeded.

Inefficient management, supposedly a weakness of coasumers’
cooperatives, has not characterized the cases studied except in
the first few years of their operation as isolated societies. In
the Lake Superior district the Central Cooperative Wholesale
has succeeded in setting up a fairly effective system for training
cooperative personnel within the cooperative organizations,
conducting a training school and encouraging the exchange of
managers and other employees throughout the region. Even
though the compensation of cooperative executives is less than
that in private business, standards of management have if
anything been superior to those in private companies of cor-
responding size,

It must not be overlooked that the most successful coopera-
tives have had fairly active supervision of the management of
the business by boards of directors representing the member-
ship. The directors in the cases studied apparently took their
responsibilities seriously, met regularly, and familiarized them-
selves with the financial details of the business. In consequence,
when changes in personnel or management were necessary, the
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boards were able to form independent judgments as to the
ability of the men employed. The services provided the local
cooperatives in the Lake, Superior region by their central
organization, especially through the wholesale’s auditing de-
partment, have been of great aid to the cooperative members
and directors in maintaining good management.

COOPERATIVE ADVANTAGES OVER PRIVATE BUSINESS

Active interest and participation in the cooperative by the
-membership at large has also been an important factor in the
‘ economic success of the cooperatives studied, The confidence

of the members makes possible certain of the economies men-
tioned such as elimination of wasteful services. It also assures
the cooperative business of a substantial volume of patronage
without the need of any advertising or special selling expense.
A large proportion of the expenses of a retail establishment
may be described as overhead expenses. Rent, taxes, electricity
bills, and even a minimum amount of salaries and wages, con-
tinue whether the volume of sales is large or small. Once these
expenses have been met, a store can generally handle jncreasing
sales without appreciable increases in its outlays. The ratio of
expense for these overhead items to sales decreases as sales
Jncrease, thus reducing the total costs of the business and in-
creasing profits. Such is the nature of private competition, that
in order to get these profits, each firm is willing to incur special
expenses if they promise to inctease the volume of its business.
Moreover, if one firm ineurs these expenses, its competitors
must do the same in order to hold their volume, What starts as
a special expense for one retailer, in consequence ends by be-
coming one additional overhead expense which must be met

by the income of the business?

1 Such iz the nature of retail costs that a private merchant would be willing
to offer & group of consumers 2 discount in prices if he could be assured of
50 much additional patronage. His ratio of expense would be lower, and even
with the adiscount he might still make a larger percentage of profit than he
would have at higher prices with less sales, When the consumers own and
patronize their own business, it is s margin similar to this discount which
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A cooperative can assure itself sufficient volume through
the number of its members and their loyalty to the business, -
and thereby lower the ratio of its overhead costs without special
expenses. When a cooperative is organized, the participation of
a minimum number of families is generally secured—a number
which is dictated by the need to raise sufficient capital as well .
as by the patronage required. Each member thus secured has a
double stake in the business, his ownership of stock and his
right to refunds on his purchases out of .earnings. Not less
important are the social philosophy of members and the feeling-
of fellowship or social solidarity of the group which constitutes
the membership, It is these factors which assure patronage to
a well-organized cooperative. -

Dependence on members for patronage and their participa-
tion in the actual direction of the business leads in a similar
manner to entrance into new lines of business on a more eco-
nomical basis than is possible for a private enterprise which
must make ouﬂays to build up its custom.

Chain stores, in ordér to secure sufficient volume, generally
expend substantial amounts for rent and advertising. Coopera-
tives; with volume assured, have saved 2 or 3 per cent of sales
on these items alone, Their patronage has been sufficient to
bring about larger sales per employee than in independents or.
in chain stores.

The expenses of retail distribution cannot be broken down
statistically into those for the performance of services—such
as handling, information, holding inventories, delivery—on the
one hand, and those for attracting or persuading purchasers,
on the other, There can be no doubt, however, that the second
element is present for most retail establishments in addition to
the first, In some lines of trade such as drugs and patent
medicines, the sale of new automobiles, household appliances
and other kinds of machines, and perhaps gasoiine and oil, the
“selling” job (including advertising) is very expenszve.

they save and which makes their expenses lower than those of typwal private
retailers,
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amounting to 10 or 20 per cent of the retail price, Even in food
stores it is present to some degree. It is this kind of expense
which the consumers’ cooperatives with a well-organized mem-
bership can hope to eliminate. The same reduction can be ac-
complished by company commissaries or by government mo-
nopolies. Consumers’ cooperation seems to be the only method
by Wwhich it can be achieved without compulsion. To be
realized on a voluntary basis, to be sure, it is essential that the
membership feel a definite interest in the business.-It is for
thdt reason that effective educational work is deemed so im-
portant by cooperatives. An association without spontaneous
member-support will find itself incurring the same ** selling
expenses as private merchants,

What might be called “ quasi-monopoly ” or.“ monopoly by
consent ”’ can also achieve reductions in the costs of rendering
the necessary retail services, €specially that of delivery, when
consumer-support of the cooperative includes a large propor-
tion of all consumers. This source of economy is not difficult
of attainment in rural commmunities or very small towns. In
cities of any size, on the other hand, it becomes almost im-
possible to organize into cooperative membership any consider-
able proportion of the population as a whole, It is possible on
a neighborhood basis, but only given a neighborhood solidarity
that is exceptional in American cities.

The considerations discussed in connection with the econ-
omies of cooperative retailing also apply in varying degree to
wholesale distribution and to the distributing costs of pro-
ducers. “ Selling ” expense in these cases can be more easily
distinguished from the actual costs of performing services,
‘ Selling "’ expense can and has been reduced by compulsory
cooperation in chain store organizations, and by voluntary
cooperation in retail-member wholesales and in the Central
Cooperative Wholesale.? The selling costs of the producer can

% In chain store corporations wholesale “'selling” expense seems to have
been eliminated only by adding certain other costs for administration and
store supervision, which are not incurred by cooperatives or independent stores.



CONTRIBUTIONS AND OPPORTUNITIES 297

be largely eliminated by contractual relations with distributors
or by production, under the ownership of the distributor. The
handling of private brand merchandise has already been noted,

BenEeFiTs oF COOPERATIVE ENTERPRISE

One of the effects of the development of consumers’ coop-
eration, then, has been a modest enlargement in the standards
of living of all consumers who shared its benefits. Apart from
this limited effect, it cannot be said that cooperatives have les-
sened the pervasive insecurity of their members. Cooperative
business has at least been free from the effects of private
speculation for profit, and cooperative employees have been
relatively secure, but the membership in general has continued
to be dependent on the fluctuating movements of private
business. .

Cooperative business, so far as it has extended, has elimi-
nated one source of economic inequality. The net margins from
the distributive process, a part of which ordinarily goes to
private stock and bond-holders, corporation executives, and
other well-to-do business men, have been returned by the co-
operatives to consumers. Concentration of economic control
with its opportunities for * financial ” profits has also been
avoided, '

Such intangible results as the strengthening of democratic
practices and of the democratic philosophy of the people are
difficult to appraise. In the larger retail societies the majority
of the members have either taken no interest in the direction
or contented themselves with the right to a voice in case of
need. Viewing these cooperatives as a group, however, it can
be remarked that a large part of the membership has partici-
pated in the direction of cooperative business enterprises on a
democratic basis,

The wholesale organization set up by the cooperatives in
the Lake Superior region has been directed both in theory and
in practice by the representatives of the local cooperative so-
cieties, It is worthy of note in the face of current world events
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that business enterprises with sales of a million dollars in the
case of the Cloquet society, and three million in that of the
wholesale, are directed by hundreds of members or delegates,
and are at the same time as efficient as any one of their private
competitors, in which control is held in a few hands.

The educational program of the Central Cooperative Whole-
sale has encouraged the discussion of social problems and
stimulated active participation in cooperative undertakings.
Both the objectives of the movement and the methods employed
have emphasized voluntary participation. It is possible that a
special study of this phase of the subject would show an ap-
preciable increase in the respective communities of the number
of available leaders with the ability to promote community
action of all sorts.

The fact that consumers have been united by a common
interest in the cooperative enterprises has, perhaps, tended to
strengthen the social bonds of the population, at least to the
extent of augmenting the solidarity of the groups among which
the associations were organized. Membership within the same
organizations and attack on the same problems has given to
the industrial workers and farmers in the cooperatives a com-
munity of interest which has usually been absent.

WHY Dip TrEsE CooreraTives DEvELOP SUCCESSFULLY?

Will other cooperatives grow in the United States?

Before this question can be discussed intelligently, it is neces-
sary to seek the answer to another : Why have certain coopera-
tives already developed successfully in this country ? What gen-
eralizations can be made on the basis of the present study as
to the reasons for successful growth?

An underlying cause for the organization of consumers’
cooperative societies has been the inability of large groups of
people to attain or to continue the standards of living which
they desire® A considerable proportion of wage-earners in the

8 So far as psychological attitudes are concerned, improvements in stand-
ards of lving as compared with previous generations do not counteract
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United States have secured annual earnings which were rela-
tively low in comparison with the amounts they believed to be
attainable—in conjunction with which came frequent losses
of income which made the earnings seem all the more strained.
Farmers have faced recurring changes in the prices they re-
ceived for the sale of their crops and livestock; many have
found it hard to achieve a satisfactory livelihood. Both city-
workers and farmers have been affected by fluctuations in the
prices they must pay for goods, making them consumer-con-
scious. Both have sometimes found it difficult to secure even
the bare means of subsistence.

For large sections of the farming and laboring population
opportunities for economic advancement have seemed severely
limited as compared with the chances of members of the busi-
ness and professional classes. Most workers and farmers have
been at a disadvantage in education, in social background, and
in the ability to change occupations or travel in search of
greater opportunities. This has been particularly true of im-
migrants from continental European countries. These people
have had the added handicap of a foreign language. De-
pendence, in contrast to independence, has been increased by
the growth of machine methods and mass production with its
coincident control by large corporations.

Limitation of opportunity to secure increased incomes has
made the problem of buying goods on favorable terms:seem
more important. Yet prices have risen sharply at certain times,
and even over a period of years the prices of goods as com-
pared with their costs of production have tended to increase.
Costs of distribution, in other words, have been growing, and
consumers have felt that they were paying higher prices than
were necessary. They have also thought themselves exploited
by retail merchants in respect to the quality of the merchandise
they received and the credit system by which goods were sold.

occasional declines in Hying standards, Nor de such improvements counteract

the fact that for some groups standards have been low in relation to those
of other people,
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In rural sections unsatisfactory marketing by private merchants
has been another incentive to cooperation.

Such have been the economic incentives. Successful coop-

eratives have not always been organized, however, in response
to these incentives. Such cooperatives have been organized
when there existed in a community a group of people in fairly
frequent contact with one another, with common economic in-
terests, and a well-developed social philosophy., People of one
neighborhood have associated together; this, of course, has
been the case in small towns and rural communities. There
have been sizable homogeneous groups within the community;
such groups have been found in Finnish immigrant settle-
ments, whose solidarity was undoubtedly enhanced by their
immigrant status. Radical leadership and 2 common social
philosophy have been important elements in the initiation of
these cooperatives. In the cases studied the leadership and the
ideclogy were usually supplied by Socialists. '
- A decp-seated dissatisfaction with private enterprise and
belief in a different economic system has been, in addition,
a strong factor in cooperative success. Cooperatives have fre-
quently been unable to return any financial savings to their
members for several years. Members had to be sufficiently
idealistic—or perhaps prejudiced against private stores—to
sacrifice immediate gains in order to assure needed capital and
reserves to their business. Political factions within the mem-
bership, on the other hand, have been a handicap. Where the
cooperative leadership became identified with an organized
political group, splits sometimes occurred which reduced con-
sumer support.

Successful growth has been promoted by federation among
the cooperatives, The central organization in the Lake Superior
district has given a social cohesiveness to the group of local
societies, making them each a part of one widespread movement
with common social objectives. The leadership of the whole-
sale has brought about a successful educational program, which
has strengthened the philosophy of the individual members
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and has increased their interest and participation in the
activities of their cooperatives.

The cooperative wholesale has made a significant contribu-
tion to the financial and business success of the societies. It
has given new cooperative groups much-needed information,
such as the number of members and the amount of capital re-
quired for economical operation. Auditors from the wholesale
have kept a check on the finances of each society and advised
the management, Cooperatively-trained managers have been
sent to their assistance in emergencies. The availability of co-
operative label goods has simplified their merchandising
problems. Training programs have raised the quality of the
personnel from which cooperatives could draw. The wholesale
program has been so successful that practically no failures have
occurred in recent years among societies supporting the fed-
eration.

These, then, seem to have been the major factors in the suc-
cess of the cooperatives studied. They should be borne in mind
in considering a corollary question: Why have cooperatives not
developed successfully in other American communities?

Way Nor CooPERATIVES IN OrHER COMMUNITIES?

It may be noted, in the first place, that for many other
Americans economic need has been less pressing. Many groups$
in the population have seen living standards rising fairly
steadily. They have been conscious of greater material wealth
and security than was enjoyed by other people. To many, op-
portunities have been open to realize marked increases in in-
come by advancing in the economic scale, by moving to better
fields, or simply by speculation. Private distribution has been
more adequate in many parts of the country than it was in the
Lake Superior region, for example, and it has been generally
more efficient in recent years than it was thirty years ago.

Large groups of people, therefore, have on the whole been
satisfied with their economic condition. Or, if they have not
been satisfied, they have perceived much more fruitful oppor-
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tunities to enlarge their incomes than merely to secure more
through their purchases. These conditions have applied es-
pecially to skilled workers, to the business and professional
classes, and to the more prosperous and better educated farmers.

Even though the economic incentive has prevailed at times
for a major part of the population, the social basis for coopera-
tive organization was usually lacking. The American popula-
tion, as compared with that of European countries, has been
extremely heterogeneous. Though the economic interests of
many groups might be similar, the social backgrounds of the
individuals were likely to be quite dissimilar, Marked inequal-
ities in income and widespread tenancy, moreover, made ma-
terial interests conflicting. Economic conditions have on the
whole encouraged individualistic attitudes rather than neigh-
borliness and cooperation, No strong social philosophies have
been held in common.

It is true that well-developed social groups have been present
where large numbers of immigrants from a single country
gathered. It must be remembered, nevertheless, that only one-
third of the population has been of foreign birth or foreign
parentage even in recent decades. Differences of language and
other social barriers have restrained the spread of cooperative
membership from immigrant groups to native Americans or
even to groups of immigrants of other nationalities. Prejudice
against “ foreign™ institutions has discouraged American
adoption of the cooperative method.

Even for immigrant groups aptitude for cooperation has
been uneven. Immigrants from some countries have become
assimilated more easily and have lost their natural community
of interests. Others, who remained isolated in separate lan-
guage-groups, have been less prepared by experience or philoso-
phy to practice the cooperative method than have the Finns.
It may be wondered whether the Finns do not have a greater
natural inclination or ability to work together and a greater
readiness to assert their rights than other national groups,
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It must also be noticed that the cooperatives studied have
developed in small towns or rural communities. Yet the United
States has become increasingly urban; nearly one-half the
population of the country has become congregated in cities
larger than those in which the largest cooperatives studied
were situated. People in any one neighborhood of the charac-
teristic American city do not work in the same places. Their
contacts are frequently as much with people in other sections
of the city as with their neighbors; social bonds are weaker.
These factors make it difficult to find a cohesive social group
within 2 small enough area to patronize one cooperative store.

The mobility of the population has accentuated the lack of
community within urban areas, People frequently move from
one house to another in a different part of the city and from
one city to another. Half of American families are tenants,
They do not have sufficiently permanent contact with any one
group to share its long-time interests, nor are they dependent
on any locality. In other words, many persons never become
identified with any one social group. Therefore, they have no
economic interest in or loyalty to a neighborhood enterprise
which can succeed only over a period of years,

For some of the same reasons, other types of social organi-
zation, particularly labor unions, have been slow to develop in
this country. There has thus been less basis in terms of existing
organizations and experienced leadership for consumers’ co-
operation,

It is also possible that the physical size of the nation has
proved a hindrance. Certainly, it has increased the difficulties
of developing cooperative wholesale organizations to serve any
large proportion of the local cooperatives, Until recently, the
great majority of consumers’ .cooperatives initiated in this
country had to struggle along in relative isolation.

A radical social philosophy has been observed in the cases of
the Finnish cooperatives to have been an important element
in their growth, Most of the American population has been
either conservative or opportunistic in its philosophy. Socialist
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doctrines, especially since the World War, have had a rela-
tively small following. Of the Socialist groups which did exist
in this country, a large proportion were immigrants from cen-
tral and eastern Europe. The labor movement has been con-
fined mainly to skilled workers organized on craft lines, whose
policy was to improve the terms of employment for themselves
rather than to call for changes in the business system. Only
among the farmers of the Middle West have progressive
movements other than socialism had any extensive support.

The material savings achieved by those cooperative societies
which have been started have not been large enough to be as
important an attraction to consumers as were the savings in
Great Britain, for example, Even in the Lake Superior district
where the societies have the benefit of many years experience
and a strong wholesale federation, the patronage refunds paid
by many cooperatives have been no more than 2 or 3 per cent.
In Great Britain 10 per cent of sales was commonly refunded
to members, Savings in the Lake Superior district were probably
larger in the early years when private distributors in such
newly-developed regions were less numerous and less efficient
than they are today. In other sections of the country chain
stores appeared much earlier and have rendered private compe-
tition relatively economical.

Of the various conditions cited, the heterogeneous, in-
dividualistic nature of the population and the growth of a
mobile, urban civilization have probably been most important.
These constitute obvious points of difference between the cases
studied and the situation prevailing throughout a large part
of American culture.

THE EFFects oF PrRESENT Social TRENDS

In some respects there may be more basis for cooperative
development in the future social structure of the United States
than there has been in the past. For one thing, the population
will be more homogeneous. With the continued restriction of
immigration, separate nationality groups will gradually disap-
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pear from the scene. The children and grandchildren of the
foreign-born of the last generation will be more Americans
than Europeans, and they will mix with the children of other
stock without important language or social barriers. Further
development of large-scale business will place a large section
of the population in common dependence upon their industrial
employers. Unions and other socio-economic groups will prob-
ably develop much more rapidly, laying the basis for coopera-
tive organization.

It is possible that economic stress will be greater rather than
less in the future, The last major depression severely affected
living standards and was followed by a wave of interest in
consumers’ cooperation. The next one is likely to have similar
results. There is no longer the same opportunity for enterpris-
ing persons to overcome economic adversity and realize their
ambitions by improving their economic status, The frontier is
gone. Large-scale production with its huge corporations and
thousands of employees has closed to the small enterpriser the
fields of transportation, public utilities, communications, heavy
industry, and a number of other industries. The speculator’s
cards are no longer stacked by a rapidly growing population
and a gradually rising price-level. Land and security values no
longer rise so consistently, All of which should lead to a greater
consciousness of a social lot in which one’s fellows share, and
to an interest in social methods for improving that lot.

Whether Americans will develop a more radical social phi-
losophy is an important consideration. The trend of economic
conditions would seem to point in that direction. Political de-
velopments since 1932 have shown more progressive sentiment
than had been suspected in the 1920s, at least.

Cooperatives started by immigrant groups, nevertheless, are
likely to face greater conservatism and lessened sacial solidarity
among these groups. The generation born in this country has
not shared the social philosophy of its parents. It has instead
for the most part acquired both the opportunism and defeatism
of Americans. This process has been observed by cooperative
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leaders both in Maynard and in the Lake Superior district;
possibly the educational program they have developed to cap-
ture the interest of the younger people will prove successful in
building a core of support for the cooperative philosophy
among the younger generation of that region.

Although these developments in American life may, on the
whole, seem promising for the cooperatives, there are other
trends—possibly more pervasive—which work in the opposite
direction. Most important is the concentration of the majority
of the population in cities. A larger proportion of the people
in the United States are now in large cities than at any time
in the period during which the existing cooperatives have de-
veloped. There is as yet no definite evidence that this trend
will be reversed. It is true that metropolitan populations are
moving outward into suburban areas, but even small suburbs
lack- the social contact which is characteristic of small towns
where the inhabitants assoc:ate tcgether as well as live in the
same neighborhood.

The means of transpertaﬁon which make the suburbs prac-
tical do not restore social organization on a neighborhood
basis. People who live together in the same suburban com-
munity work in different sections of the city and travel to the
center of the city or to other parts of the metropolitan area
for their recreation. The automobile, the weakened influence
of the family, more widespread education, modern communi-
cation facilities, and the other forces tending to knit the coun-
try together, all encourage the movement of people from one
point to another with a further weakening of community in-
terests. The automobile in particular has widened retail trading
areas. Cooperative organization by consumers has not shown
itself so far to be adapted to this sort of social environment.*

4 This study, of cburse, did not include cases in any large cities, It did
not include them for the reason that hardly any strong cooperatives had
developed in large American cities 1ntil the last few years. At least two or
three hundred cooperative stores and gas stations have been organired in
urban communities since 1933. It thus becomes important to cbserve the
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These considerations indicate that cooperative development
in the United States will be confined principally to the smalier
cities and the rural areas.

Ecomoumic OrProRTUNITIES FOR CCOPERATIVES

Will the economic opportunities be any greater in the future
than they have been in the past?

‘While .chain store development, in pamcular, has made
private distribution in present-day America more efficient than
that which cooperatives found in Great Britain, still retail dis-
tribution remains one of the most inefficient segments in the
business system. The last hunting ground for the small business
man, it continues to be plagued with duplication of facilities,
wasteful services, numerous competitive brands of the same
articles, and other by-products of excessive competition.

Chain stores, though they developed rapidly throughout the
1920’s, have not grown appreciably in more recent years. In-
dependent business men are determined to keep “ big business "
out of this field. Punitive taxes on chain stores are now in
effect in most of the forty-eight states. Other forms of legisla-
tion, notably the price-fixing laws known as “ fair trade acts”
have been secured to restrain the price-competition of the
chains, These laws which lead the manufacturer to set oné
price at which his product shall be scld at all stores, will also
handicap individual retailers selling through super-markets and
self-service stores, the chief appeal of which is low-cost
distribution.

Price-fixing legislation, if it is extended, will prove an ad-
vantage to consumers’ cooperatives. While they must sell at
the prices required of other retailers, they will be able to pass
on the savings of efficient operation plus the margin of net
profit through patronage refunds. Private competitors, on the
other hand, will be prevented from lowering p¥ices to meet their
competition.

progress of these new associztions, to see whether the conclusions from the
present study are correct.
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There are certain lines of distribution into which coopera-
tives have not yet ventured to any extent, in which savings may
be more substantial than in food distribution. One of these is
gasoline, in which both wholesaling and retailing are often’said
to be highly wasteful. Larger savings were realized in their
gasoline departiments than in most others by both the Maynard
cooperative and that at Cloguet, Minnesota. The regional oil
associations in the Lake Superior district have secured large
net earnings in the bulk end of the business. Reports from
cooperatives elsewhere, both among farmers and in urban areas
provide evidence of a similar nature. Gas station cooperatives
are also more adapted to the urban environment than coopera-
tive grocery stores, for the reason that centrally-located sta-
tions can serve a group whose members are scattered over
many parts of the city,

Hardware and electrical appliances, automobiles, and farm
machinery also offer opportunities for larger economies than
does the grocery business. In each of these lines gross margins
are large in comparison with the actual expense of performing
the essential retail functions—of, in other words, “ selling”
constitutes a large part of the average retailer’s expenses. Coal,
fuel oil, and milk are other commodities which cooperatives
have been able to distribute much more cheaply than private
business, In the case of milk, in particular, the major econ-
omies can be achieved only if the cooperative enterprise has
the patronage of a substantial part of the total population of
the neighborhood which it is serving,

One reason that cooperatives have not developed in these
fields hitherto is that each field represents a much smaller place
in the budget of the ordinary family than fodd. In consequence,
to secure the volume of sales necessary to support an economical
business, it is necessary to organize a much larger group of
consumers than in the case of a grocery store. Yet such 2 busi-
ness is less vital to consumers. It is characterized by fewer
contacts among members and between member and store.
Where existing cooperatives have already become established
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in the grocery business, on the other hand, and have a numerous
membership, it is possible for them te expand into these lines.
Such development has occurred at Maynard and Cloquet, in
particular, and may occur with increasing frequency as existing
cooperatives grow to the requisite size.

The growth of successful cooperative societies in one branch
of economic activity frequently facilitates the application of
the cooperative method to other branches. It is therefore worth
calling attention to cooperative development in certain lines
which have not been covered in this study. Rural electrificition
associations among farmers and credit unions—for the most
part among city people—have grown rapidly in the last decade.
They have created some organized basis for the initiation of
grocery or gas and oil cooperatives and have brought about a
more favorable attitude among the members towards coopera-
tion. Cooperative medical service may also be mentioned.

Doctors’ bills do not constitute a major item in the annual
budget of most families. Nevertheless, medical service isa
subject in which people are vitally interested. Private organiza-
tion of medical service has proved so unsatisfactory to most of
the population that they will bé interested in plans for its im-
provement, Cooperative medical groups already organized are
said to have achieved better service for members together with
substantial reductions in costs for many of the members. If
large groups of people do become organized into medical co-
operatives, interest in other forms of cooperation will un-
doubtedly be enhanced.

* SUMMARY

This study has shown that successful cooperatives developed
in certain parts of the United States have realized many of the
benefits claimed for them. They have achieved economies in the
process of distribution greater than those achieved by most
private enterprises. Because they have not had the same need
to “sell the consumer,” their costs have been lower. Their
operations have not tended to produce the same inequality in
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economic status as have the operations of private business,
They have demonstrated that democracy can be introduced into
the control of enterprises without apparent sacrifices in
efficiency.

These cooperatives developed because of the pressure on
certain groups in the community to improve their standards of
living, and because, in certain cases at least, private agencies
for distribution were not satisfactory. They flourished where
there existed an adequate social basis in terms of neighborhood
contacts and common social philosophy. Federation among
cooperatives proved a major aid to success.

It seems that cooperatives have not grown elsewhere in the
past because for most Americans there have been other avenues

.to economic betterment, and because the necessary social basis
has more often been absent. Current trends indicate that both
economic incentives and the growmg homogeneity of the popu-
lation will be increasingly favorable to cooperatives in the
future, The prevalence of an urban culture in the United States,
judging by past experience, is not favorable. Cooperative
growth, it seems likely, will occur principally in the smaller
cities and the rural areas of the country.

Important changes have taken place in the field of distribu-
tion in recent decades. Other changes, the effect of which on
cooperatives it is impossible to predict, will certainly foliow.
Present trends in this field do not seem unfavorable to con-
sumers’ cooperation. The distributive process remains relatively
inefficient. There are still conspicuous opportunities for im-
provement of which cooperative enterprises may take advan-
tage. Whether or not they will do so will depend as much on
the capacity of consumers for social organization as on more
strictly economic considerations.
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How MavyNARD PRICES CoMPARE WITH NEIGHBORING TOWNS
Coar axp Fuer O

August 4-7, 193¢

1 Gallen
1Ton 1Ton Fusl Oil
Nnt Coal Buckwheat Coal #2 Grade

Credit Cash Credit Cash Credit Cash

Maynard (Pop.~7,156}

United Co-op. Society $1250 $12001T Notinsboek 6c 53c!

Dealer #1 ........... 1200 1184 $975 §$ 948 - -
b . N B 1200 4078 8975 —_ —
“ - S wer | — —_ —_ —_ Ei%  Bi2

Marlbore {Pop-15587

Dealer #1 ........... — 1300 —_ 1050 — —_
"‘ b S 1400 1300 1150 1050 5t 53
“ PO — 1300 —_— 16.50 — —_

Clinton (Pop-~14,180}

Dealer #1 ........... - B - 1000 — bt
# - 14060 1300 1180 1000 -_ 55
b - SN — 1300 _— 1000 —_ —

Framingham (Pop.~19,3688)

Dealer #1 ........... — 1250 —_ 875 —_ 54
# b S 1350 .1250 1075 975 —_— —_—
@ $iiienin.. 1350 12501 1675 875t 5 —

Billerica (Pop.-5.880)

Desler #1 .o......... 1400 1350 1125 1075 —_ 5%

Concord (Pop.-4,977)

Desaler #1 ........... 1300 1250 1025 9375 — -
s - N 1306 1250 1025 975 _—

Norwood {Pop.-15,048}
Dealer #1 ........... 1380 1310 1060 1010 2 _—

I Payment in 10 days.
* Grade not specified.

Explanaiion of Price Inguiry:

This inquiry was made by mail. Letters were mailed on or
about August 4, 193G, to twenty-three fuel dealers in the towns
listed and the town of Hudson, from which no replies were re-
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ceived. The towns were selected as the nearest towns to Maynard
which were ccmparable in size,

The text of the i inquiry which was sent to each of these dealers
was as follows: .

Dear Sir:

I expect to move to Hudson during August and I should like
to find out what I will have to pay for coal, or what I shall pay
for fuel oil if I take a place with an oil-burner.

Would you mind quoting me your prices for coal and fuel oil,
showing what I shall have to pay if I lay in a supply in August.
If you will just write them down on the enclosed card and mail it
to me, I shall appreciate it very much.

Very truly yours,

The text of the card which was inclosed with the letter of
inquiry is shown below:

Price
Anthracite coal—good quality
{Would buy in 4-ton lot)
Buckwheat .........

Discount for cash on delivery?
Fuel oil—# 2 grade
Discount for cash on delivery?
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List oF THE CoUNTIES INcLUDED WITHIN THE CENTRAL
CooPERATIVE WEHOLESALE AReas As DEFINED

Minnesota:

Aitkin
Becker
Beltrami
Carlton
Cass
Clearwater
Cook

Crow Wing
Hubbard

Wisconsin:

Ashland
Bayfield
Burnett
Barron

Douglas

Michigan:

Alger
Baraga
Chippewa
Deelta
Dickinson

oN Pace 150, FooTroTE 2

Isanti

Hasca
Kanabec
Koochiching
Lake

Lake of the Woods

Mahnomen
Marshall
Mille Lacs

Florence
Forest
Iron
Marinette
Oneida
Polk

Gogebic
Houghton
Iron
Keweenaw
Luce

Norman
Oftter Tail
Pennington
Pine

Polk

Red Lake
Roseau

St. Louis
Wadena

Price
Rush
Sawyer
Vilas
‘Washburn

Mackinac
Marquette
Menominee
Ontonagon
Schoolerait
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APPENDIX III
TABLE A
Pricn CoMpaRisoN o COOFRRATIVE WITH f’mgme Sronea, Croquer, MinNasoTA
(Meats and Groceries, Bc;pt. 5, 1038)

Nationalt Community * Co-op. Kolseths
Tea Co. Market Btore #1 & Co.
Potatoes, 10 ba.
MinDasots vo..uvvvioironnrnnn $39 $46 $30 $34
Other .euvvenivnnnninnnnen.. —_ 45 46 48
Bananea, Ib. .o.oovvvnuiniinnn,.. L 3/28 4/.20 /20 200
Orangea, aiso 216
Dosen vuvsinnnrrinrreriviins 35 — 33 ad
Cabbage, Ib. ..... PN 07 09 .08 06
Porterhouse stesk, per lb. ...... . 25 %82 23 A6, 18, 25 » Nomeats
Birloin steak, Ib, .......ou.s 22& 30 .. A8, .18, 28 No measts
Round steak, Ib, ....,...oveureen 2 & 0 2 186, 18,25 No meata
Bread, white, 13-Ib. loof ......... J1 A0 J4 J4
Butter, Ib, .....ovirvinirinrnns A9 Arrowhend A7 Arrowhead .
Various kinds .............. “ 40 Cloquet 35 Own Brand 36 Mahtowa #1 30 Cloquet
Coffee, paper bag
Cheapest ........oocovnninnen J8 8 25 27
Beab vovvrennrnnn. 21 25 26 20

Coffee, vacunmpaek ....ocvvetts. 29 Arco 20 Arco 30 Co-op. 43 Table King




TABLE A—(Continued)

National * Community # Co~op. Kolseth ?
Tea Co. Market Btore #1 & Co.

Flour, 49-1b. sack

Cheapest ..o vvrinvnriiias . 160 1.79 195 2.10

S Gold Medal” ....oovvne.. . 228 205 (2.10 Co-op. Best) * 230
Bugar, 10-1b. sack ............ T A9 beet 58 cane AD beet . B0 cane
Baking Powder,

“Calumet” 1 1b. ...ovvnenn . 23 25 25 25
Shredded Wheat ......ovcvun.ns 13 14 12 14
Rolled Oats, 48-0s, 21 Fairway

Various kinds ....... v 15 Ft. Dearborn 24 20 Co-op, Red 23 Quaker
Soup, Campbell'a ............... 3/29. 10 10 J0
Tomatoes, #32 can

Cheapest . ....ovvvrinreannrns 3/20 5} A0 J0

Best ..oveivinnans Crerneare /2 Al 13 13
Laundry Soa,p

“P & G” medium .......... 03 10/.30

Giant 8128 ... v.oivieninrrnnn 5/.19 08/26
Toilet Boap ...ocuvvess Vereenne . . 05 Cp-op &

“ Palmolive” ......... Crrenen 4/.19 06 0% 06
Eggs, Minnesota #1 ............ (20 #B-1) 31 20 (32 Medium)

10ne of a Iarge chain operating in severs] states—centrally located on muin strest-—cash and carry,
£ Branch of a large grocery business in Duluth--also centrally located—cash with limited delivery.
% Large, independent grocery store, Finnish-owned--near end of main street—credit and delivery,
#80ap manufactured wnder # CO-OPF ¥ label to duplicate * Palmolive ™.

Nore: Co-op. store off main street-—credit and delivery,

IIl XIGN3ZI4dYV

g1t



TABLE B
Patcn CoMpamison or Coobesarive wrre Pmvara Hrones, Suresor, 'Wiscongin
{(Meats and Groceries, Aug. 29, 1930)

National 7th 8¢,

g1t

XIONIJddY

111

Co-op. .
Tea Co. Market Cronstrom’s Btore #1 Berthiaume’s
Potatoes, 10 lbs., new, good-sized . $.39 $35 $38 35 $37
Bananas, 3 lbe. (kreen)

RAPE Jvsevvrrnsrrrnsnrnrrssen 19 J8 (emall)  4for 18 J9 J9
Orangea, dos., (med~oieed) ....... 29 (small) a2 33 (Jarge) 32 35
Cabbage, perlb. ............ viense 08 04 08 i 01
Porterhouse steak, per lb. ........ 30 A8 35 A0 50 8
Sirloin steak, per b, ....vv..0h... 282 . 281 28 28 a8
Round steak, perlb. ............ . 282 289 28 . 28 338
Bread, white, 2for 2 for

1§-Ib. loaf ..... eeersnerranas 11 Jo J2 o5 25
Butter, 1 1b,, “ Cloverbloom” .... = 3t k1 2 38

“Bunrise” ....ouieen 40 A9 30 A9 37

Coffes, paper bag, choapest ...... . | A6 25 19 29

best ......... oo 21 24 25 26 20

Yacuum packed * Arco® ,..... e B0 20 20 20 20
Flour, 49-1b. sack ‘ “ Co-op.”

Chespest «ovivaernvanrreirenes 168 1.53 1.69 1.85 Blue 1.95

" Gold Medal® ............... 225 1.95 213 2.10 Red 225




TABLE B—(Continued)

National Tth 8t. Co-op.
Fea Co. Market Cronstrom’s Store #1 Berthiaume's
Sugar, 10-]b. sack, beet .......... 55 53 57 b3 —
Baking Powder, " KC 25 02, .... M ¥ 23 25 . —
“Calumet,” 1-Ib. . 23 22 23 25 22
Crisco, 1-Ib. e80 ...cvvvivirinie., 28 21 23 23 -~
Hboean ,.oviininnnn... 8 53 59 B3 57
Junket Tablets, - 2 for
* Junket Folks” .............. J4 — e 16 25
Bhredded Wheat, 2for 25 2 for
Package ......... ferar e J3 or 14 25 15 15
Rolled Qata, 48 as.,, Ft. .18 Banner Co-on.
Varying quality ........000veus 186 Dearborn 22 Quaker 21 Fairvway 20 Red 2,
Heinz Soups, 2for : 2137 3for
Large mze ..oovnvvnnnnnn... PP § J4 A5 or .16 A3
Tomatoes, #2 can, cheapest ,,.... 3/28 3/23 2/.19 8/26 —_
best ..oounuenn 2/ 25 15 A5 Js e
Layndry Soap, C.W.Giant P&G Giant P& QG Giant CO-OP. Large P&G Giant
Varying size, ete. ............. 5717 6/.18 10/37 6/25 6/.28
Toilet. Souap, 3/.17
Mostly Palmolive ............ 4/.19 3/.16 D5 05 Cowop, 3717

1 Mapager said 05, marked in window 07,

# Also offered a lower grade at a much lower price,

3 8aid by manager to be cut from “top steers”, much better quality.

III X1aNEddV

L1g
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Deseription of stores

Store #1— National Tea Co. chain store, a good-sized store in
a good location on the main street. Qutside appearance fair, inside
the display was goed, but there was an atmosphere of crowding,
and things were a little dirty and disorderly. Manager in his thirties
—not much personality. Store does cash and carry business.

Store #z— 7th St. Market, cheap, competitive type of inde-
pendent, on main street near poorer residential section. Outside
appearance fair. A good-sized store inside, crowded with both
customers and clerks, dirty and disorderly, and noisy. Gives de-
livery service and manager said he had several hundred charge
accounts.

Store #3— Cronstrom's, & cash independent on main street
through residential section, about four blocks from main business
street. A medium-sized store. Outside appearance very good —
modern front with black vitrolite glass. Inside also modern and
pleasing, but somewhat disorderly. Store gives limited delivery
service, charging 5c on order of less than $3. Has own bakery and
ice cream plant.

Store #4— The Cooperative Store, a good-sized store on main
residential street around corner from better end of main business
street, Outside appearance 'fair — store-front old-fashioned and
show windows not particularly attractive. Inside arrangement of
goods satisfactory, but lighting was poor, fixtures cheap, and
white tile floor looked dirty. On the walls near the ceiling were
large signs bearing statements about cooperative advantages, and
cooperative principles. Store gives full delivery service, and credit
to about 4 its customers (in spite of sign preclaiming cash busi-
ness under cooperation).

Store #5—Berthiaume's—a very large independent store in
an excellent location on the main street. Outside appearance very
good, inside the same. Gives credit and delivery service, features
good quality merchandise, large selection, and good service. Has
own bakery. Co-managers affable, good-looking, and polite.
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TABLE C -

Susmmasry ¢ Price INngumy 5Y ComurrTes oF Prorrr's CoorERarive
Sociery, SUPERoR, WisconNsmN (SuMmwmen 1034)

Sum of Prices Relationship te
Store for 80 Items Cooperative Prices

National Tea Co.

(chaih SOPE)} .. ....ccoiiiniinicnnn $1507 04% lower
7th St. Market

{* competitive independent ™} ..... 1488 3.0% lower
Berthisume's _ i

{* quality independent™) ......... 1613 6.6% higher
Lindbergh-Thompson

¢“ intermediate independent™} .... 1638 83% higher
‘The Cooperative Store ........... cee. 1533
Explanatory notes

“. .. In making inquiries, the women on the committee were
each given a list of from 10 to 1§ items and were asked in the case
of some items to make outright purchases. The comparison was
conducted on a Wednesday, when the stores visited all featured
so-called * Midweek specials”. . . .

“ In making the price comparison, we did not deem it necessary
to include a so-called voluntary chain store, since we have no
examples in the city of a real active IGA or Red and White set-up.

“ In making the comparison, Co-op goods were used in all in-
stances where such existed. There were on hand in the People’s
Co-op. several items priced lower than Co-op merchandise. In
no case were these taken into consideration in preparing the
comparison.”
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TABLE D

Peice CoxpantaoN o CoorERaTive WITH Privarm Stomes, Ery, MinNzsoTa
{Meats and Groceries, Sept. 10, 1936)

Gershgol's Cooperative Rikhu=
Potatoes, 10 Ibs, Utak ... $40 $40 $4%20r 43
Bansanas, 31bs. ........... 20 22 25
Porterhouse steak, b2 ... 30 35 50
Sirloin steak, b2 ........ 30 20 35
Round stesk, Jba ........ 30 39 30
Bread, white, 1§1b. ....... 15 13 15
Butter, I, Cloverbloom .. 74 38 (“Land o'Lakes”} A5
37 ("Co-0p.”)
Coflee, Ib., vacuum pekd. . 31 (*Arge”) 33 ("Co-op.”) 32 (“Ares™)
Flour, 45-1b. sack
“Dakota Maid” ....... 223 235 235
Sugsar, 101ba,, beet ....... 57 82 68
Crizeo, 1-lb.ean .......... 22 25 25
3b.a0 ..vinrnuns 58 T2 i
Rolled Qats, 4808, ....... 19 23 (“Co-0p.”") 25 (“Quaker”)
) * I5&
Corn flakes, 130x. ,....... 2/23 {Kellogg) 2/.25 (Keliogg) 2/ 25 (Kellogg)
Soup, Campbell’s
& ) SN 3/26 18 J1
Lsundry soap, .
Feols-Naptha ...c0o0000s 10/.48 06 0T &10/55
Toilet soap, Palmolive ... 4/23 06 /20

1 The butcher at the eooperative stated that he bought Swift Premium heef, whole
sides, at 18c a Ib. plus 4¢ freight, rnd said he did not believe the Gershgol's market
handled as high a quality meat. In conversstion with the butcher at Gershgol's the
writer learned that they paid 11¢ s Ib. for their beef.
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Deseripiion of Silores

Gershgol’s Economy Market was the closest approach to a chain
store in town and the only cash and carry grocery store. It was a
branch of a Duluth company, and had been opened only recently.
It was a good-sized store in a good location on the main street.
It was orderly, clean and well-arranged.

The cooperative store was on a corner a block away from the
main shopping street, but still in the business section. The premises
were of moderate size, considering that they carried items besides
groceries, such as automobile accessories, some clothing, and a
little hardware. The store was attractive from outside, but not
particularly clean or orderly inside. It had charge accounts and
gave delivery service.

Rikhus' store was a large one—the largest in town—on a de-
sirable corner location in the middle of the main street. It was

a very attractive and well-arranged store, and gave full credit
and delivery service.
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SoURCES OF STATISTICS

Cooperatives

Statistics for individual cooperative societies studied were drawn
from annual or semi-annual financial statements, For Maynard see
especially United Cooperative Society, * 58th Report and Balance
Sheet for the Half-Year Ending December 35 1935 ”, which con-
tains a compilation of statistics for previous years, The more
general sources are as follows:

Central Cooperative Wholesale, ¥ear Books, 1935, 1936, 1937, 1938, 1039
Superior, ‘Wisconsin.

Cooperative League Year Books, 1930, 1932, 1936, 1030. Minneapolis: North-
ern States Cooperative League.

Northern States Cooperstive Leogue ¥ear Books, 1925, 1926, 1927, 1928
Minneapolis,

Ciher

United States Census, Population, rp30. Washington: Government Printing
- Office.

Census of Business, Refail Disiribution, 19335, vols. I, II, Washington: Gov-
ernment Printing Office,

Census of Business, Wholesale Distribution, 1933, vol. I. Washington: Gov-
emnment Printing Office.

Dun & Bradstreet, Inc,, 1037 Refail Survey. New York,

——, 1937 Wholescle Survey, Report No. 1, " Wholesale Grocers”. New
York: 1037. Pp. 30.

‘The Progressive Grocer, Operating Expenses of 110 Selected Food Stores.
New York: Butterick Publishing Co., 1035. Pp. 45.

Schmalz, Carl N. Espenses and Profits of Feods Chains s 1934 Boston:
Harvard University, Graduate School of Business Administration, Bureau
of Business Research, Bulletin No. 99, 1936

‘Twentieth Century Fund, Does Disiribution Cost Too Muchf New York, 1930,

Special tabulations were secured from the Census on Maynard, namely:
“ Foreign-born White by Country of Birth, and Native White of Foreign
or Mixed Parentage, by Country of Birth of Parents, 103¢”; and * Retail
Sales—Food Group and Filling Stations, 1935 Stores, Sales, Active Proprie-
tors and Firm Members, Employess (full-time and part-time), Payroll”
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Alanne, V. S. Fundamenials of Consumer Cooperation. Minneapolis: North-
ern States Cooperative League, 1935 (revised edition. Pp. 102, $0.23).

Anmals of the American Academy of Political and Socdial Science Conswmers’
Coaperation, Philadelphia: May, 1937. Pp. xvi 4 292, $1.00

Baker, Jacob. Cooperative Enterprise. New York: Vangward Press, 1937.
Pp. 266, $zo00

Burley, Orin E. The Consumers” Cooperative os a Distributive Agency. New
York: McGraw-Hill, 1939 Pp. iv + 338. $3.00.
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i California. San Francsco : September, 1935. Mimeographed. Pp. 170.
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A & P Company, 86, 119, 250a
Aecounting, Maynard, 91n, 109, 114
Lake Superior region, 171, 176-
177, 184, 257-258
Advertising, 17-20, 130-134, 181, 226-
227, 238, 241, 253-254, 278
Aitkin County, Minn., 25¢
Alger County, Mich, 151
Alanne, V. 8., 205, 283
Amasa, chh 216
American Woolen Cs., 3642
Arrowhead District Federstion, 238
Ass&ab;t Mills {see American Woolen
]
Auditing {see Accounting; Central
Cooperative Wholessle)
Automcebile sales, 218, 230, 234, 308

Bakery, C.CW,, 175, 245, 257
Bs.kery, United Coopera.twe Society,
92z, 96, 133
ankmg eooperative, 189, 222
Credit Union)
Baraga. County, Mich,, 151
Biwabik, Minn., 166n
Board of directors, Maynard, 48,
114-116
Lake Superior region, 208, 265-268
Boigﬁ!;mng house, cooperative, 166m,
Begéezotts by private busipess, 180-

Branch stores, 152, 267
United Cooperative Society, 54
84-65, 89-80, 96-97, 103
Brgfseh warehouse, C.C.W., 220-221,
Brantwood, Wis,, 166n, 168
Brookwaed Labor Goiiege 82, 135
Brule, Wis, 281
Building matenais, cooperative, 218
Burial service, cooperative, 210
Buying clubs, 172
Buying pohczes, 105-108, 235-236,
252.258

Calumet, Mich., 169, 172
C—Zzgg—P Cooperatwe '0il Association,

Capital of coapemtlves {see Financ-
ing; i of stock im coopera-
tives)

Cagig;on County, Minn., 151, 160-161,
C:;ns'viSanndem, Florence and Peers,

Central Cooperative Wholesale, affi-
liated cooperatives, 245
auditing department, 176-177, 184,
257-258

buying policies, 180-181, 252-356

capitsl, 175, 182, 219, 245-246

deseription, 153

direction, 265-268

educantional depariment, 176, 183~
185, %sﬁg, 201, 221, 247, 255, 279,

284,
establishment, 174
expenses and net earnings, 219,
247-250 N
influence on local cooperatives,
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