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Summary

COOPERATIVE cotton ginning is the

most rapidly growing cooperative
enterprise in the South today. In 1920
there were fewer than a dozen eoopera-
tive gin associations in the Cotton Belt,
whereas during the 193738 season there
were 424, With these facilities the
60,000 farmer members of these asso-
ciations ginned about 1,200,000 bales, or
approximately 7 percent of the entire
163738 cotton crop. More than 500
associations operated during the 193836
sesson.

The earliest recorded attempt to or-
ganize gin sssociations was made im
1887. Later there was s widespread
growth of farmers’ gin companies, which
reached the height of their populsrity
between 1905 and 1915. Their faulty
legal structure made their existence as
semicooperative institutions short lived.

The conternporary movement began
in 1919. That year Oklahoma farmers
organized the first cooperative gin asso-
ciation to be set up under cocperative
statutes, which were made available
firs{ in 1917, A few scattered associn-
tions were added each year up to 1923,
Then the Oklahoma Farmers Union
initiated an aggressive cooperative gin
program. From 1924 to 1931 the union
organized about 100 such associations in
Oklahoma. Since that f{ime drought,
depression, low prices, crop restricticn,
and reguistion by the State corporation
commission have combined to hslf, at
least temporarily, the growth of cocp-
erafive cotton ginning in Oklahoma.

The loeal cooperative gin movement,
which began in Texas in 1920, was first
built around the Cooperative Society
Aet, Some 80 of these societies were
organized during the decade from 1920
to 1930. For several years following
1930 the cooperative gin movement

n

was af a standstill in Texaa. Howsver,
with the coming of better timen and the
loan fscilitics of the Houaton Bank for
Cooperatives, the Texan cooperative
gins began a rather spectacular growth
in 1934 as capital-stock ecooperatives
under existing sooperative statutes.
This growth has continucd st an in-
creasing rate until in 1939 more than
850 associstions are operating In the
State of Texsas.

Beginnings were made in Mississippt
and New Mexico between 1920 and
1930, but it was not until after 1534
that cooperative gins assumed any im-
portance in these States. Rince 1934
seattered organizations have made their
appearsnces in California, Alabama,
Louisizna, Arkansas, and Tenneance.

A transient phase in the development
of cooperative cotton ginning was the
“line gin" sponsored by some of the
State cooperative cotton marketing ssmo-
ciations. During the period from 1924
to 1933 these associations operated, at
one time or another, 50 to 60 auch
branch plants. Except for one plant
operated by the California Cotton Coop-
erative Association, this type of owner-
ship is now nonexistent.

In the two decades 1819 to 1930 the
focal cooperative gin ssscciation has
grown steadily in popularity. At the
end of that period there were more than
500 such associations cperating in the
South, mostly in Texas, Oklahoma, and
Mississippi. The local cooperative gin
now seems to be the universal choice of
farmers interested in group action in
ginning cotton. Groups of cooperatives
are slready federating for the purpose of
msaking additional savings in the proc-
essing of cotionseed. This type of
cooperation will grow and spread to
ecotton marketing and related activities.



Development of
Cooperative Cotton Ginning

by OmeEr W. HErzMANN
Principal Agricultural Economin

C(}OPERATIVE cotton ginning is now a million-bale industry. It
topped the million-bale mark first with the record crop of 1937-38
and repeated again with the shorter crop of 1938-39. Its 60,000
farmer members own more than 500 gin plants, which cost con-
siderably more than $10,000,0600. Despite the unfavorable position
of the cotton industry in recent years, cooperative cotton ginning has
been making steady and permanent progress since the passage of the
ecoperative marketing acts imthe Southern States {1917-21). Sincs
that time the future of cooperative ginning has seldom been in doubt.

Scattered beginnings of the cooperative ginning movement appeared
more than 50 years ago (1887). Then in 1919 came the first gin
organized under cooperative laws. The movement progressed slowly
but steadily from 1919 to the beginning of the depression and marked
time until 1933 {table 1). In that year, with the arrival of more
satisfactory conditions and better cotton prices, and with the stimulus
afforded by the lending facilities of the banks for cooperatives, co-
operative cotton ginning began a rather spectacular growth, left its
early bounds of Oklahoma end Texas and spread to New Mexico,
Mississippi, California, Louisians, Alabama, and other cotton States
{Ag. 1).

Interest in cooperative gins now covers most of the South. To
every cotton farmer, who must have his eotton ginned before it enters
the channels of trade, costs and quality of ginning services available
in his community are of direct importance in governing the size of

Norte.—This cirenlar is adaptad from part 2 of a thesis presented tothe taoulty of the Graduate Bchool af
the University of Wisconsin in partial fuifiiment of the requirements of the degree of doster of philosophy.
The {nformation oontainod in it was gathersd iargely through frequent sontscfs with cooperative gin asse-
istions aver much of the period of their surrent development. In nddition, a study of Aeld schedales which
wern t8ken by and under the direction of the author snd which cover ail cooperative gin assoeintions in
Oklahoma, Texas, snd New Mexieo for the seasens 1032-33 to 193536, inclusive, gave & wenlth of historical
information a5 did the Anancial and other records obtained from assocletions io Missksipp!, Alsbama,
Loulslars, snd Caliorais for IBGIe TOCent SeASOnS.



2 FARM CREDIT ADMINISTRATION

returns he receives from his crop. Specifically, his annual income from
his cotton is materially affected by the ginning eharges and by the
spreads ginners teke in handling cottonseed, begging and ties, and
cotton, and also by the extent to which improved practices and
facilities preserve the good qualities of cotton during the ginning
process. Thus, the problems of ginning charges, margins of profit,
and quality of service form the background for nearly ali movements
on the part of farmers to operate their own cooperative gins.

Tasle 1.—CooPERATIVE GIN AssociaTions Foamep, sy States, Yeans
or OrcanizaTion, AND VorumE Ginsep 1919-38

Associations formed

. Entltmatind

Yeur of organization s b Camisle vrh‘:}: 3

Tease | DO | Ton | siawer | Total | U w0

Nember | Number | Number | Number | Number | Number | {0 bsie

1919 . ___. +3 3 U S 4 4 15 ¢

1920 ___________. 2 &4 ____. . 8 10 40
1921 .. - PRI DSPEN S p 12 40
22 3 | S RS S 4 16 50
1823 _________. 3 25 DR S 4 26 80
1924 ____.. 5 28 S S 8 28 80
1825, .. 4 | 3 SR S 5 31 105
1826 _____________ 4 i P _— il 42 150
1927 ... 2 k3 S D S 33 75 270
1828 ... is 21 | I P, 40 115 300
1928 ______.____ 12 .o 25 P N 34 149 350
1930 ______________ 12 L 25 DU N i8 167 300
1931 _ .. _. 3 ___.. U B 3 i70 435
1932 ...l | S U 1 i7i 480
1933 __________._. L 7 R S, - & 177 535
1934 _________. 26 1 1 1 29 204 19G
1935 _______. 54 1 7 1 83 289 480
1836 .ol 85 5 4 11 a5 354 5RO
1037 e 34 1 i5 10 80 424 1, 206
1938 _ . _________. &7 2 17 10 87 Bil 1, 130
Total__._____ 315 107 55 33 BE1 | _____. 6, 865

i Incfudes Alabama, Arirons, Csiifornia, Florida, Loubsians, and New Mexlen.
1 Includes 2 cooperative gins organised in Texas i 1913 and 1514,

FORERUNNERS OF COOPERATIVE GINNING

THE idea of ginning cotton cooperatively was not inspired originally
by the advocates of the philosophy of cooperation. Rather it
broke out spontaneously here and there throughout the Cotton Belt
as cotton-ginning problems became so acute as to demand atiention.
The earliest attempts at cooperative ginning resulted in erude legsl
and business structures that did not stand the tests of practical
operating conditions.
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Farmers’ Cooperative Cotton-gin Associations
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Ficure 1.

Cooperative cotton ginning got its carly start in Texas and Oklahoma. Since 1934 it
has spread 1o Mississippi and other States. The most rapid growth has come since
1934,

L.

The first farmers’ eooperative gin recorded was established in
Wagnrer, a rural community near Greenville, Tex. It was started
in 1887, 30 years before the enactment of cooperative laws in that
State, under the leadership of W. W, Cole, then & member of the
Farmers’ Alliance of Texas.! It was an informal unincorporated
association. Incorporation was probably deemed unnecessary. The
association purchased machinery, erected & two-stand gin plant, and
operated for 2 years; but it was soon forced out of existence by
competition. From a business point of view the gin was a failure,
and as a cooperative it left much to be desired, but it nevertheless
supplied the germ of an ides that Mr. Cole later developed into an
extensive and worth-while program. (See p. 22-27.)

Many years later the Farmers Educational and Cooperative Union,
soon after it was founded in 1902, sponsored the organization of 2
number of cooperative warehouses and gins. Although the union's
warehousing program covered most of the Cotton Belf, the gin
progrem, so far as is known, was confined largely to Texas and Okla-
homa. The Farmers Union was responsible for setting up several
scattered sssociations that used the cooperative principles generally
accepted today. Had thess principles been more widely adopted at
that time, the history of the cooperative movement in the South
would probably have been entirely different.

i Hermann, C. W, ©O-0P GINS POINT WAY, in Americas Cotlon Grower, 2 {1):6. 1038,
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Two such gins stand out as unique among those founded by the
union: The Farmers Union Gin of Munday, Tex., and the Roger
Mills County Cooperative Association of Eik City, Okla. They are
in fact different from &ll other gins of this early period with the possible
exception of a gin at Rule, Tex. The Farmers District Union Gin of
Rule resembled these two during the later years of its operations, but
as it paid dividends exclusively on a stock basis during its early years,
it will be discussed with the farmers’ stock companies (p. 5).

The Farmers Union Gin Association of Munday, Tex., was formeil
in 1914 as part of a general plan sponsored by the Farmers Union
District No. 28, which was made up of farmers from Haskell and Knox
Counties. It started as a local unincorporated association. At the
outset members pledged themselves jointly on a note of $2,000 to
cover the down payment on a 4-stand, 70-saw gin plant and to supply
initial operating capital. The association ginned 4,700 bales of cotton
the first season, paid for its plant, and distributed $3,i00 in cash
dividends. The next year it instituted a plan for ownership and
control of the plant which has successfully prevented it from passing
into the hands of private owners.

There was in Mundey 2 loecal of the Farmers Union which had
been established in 1905, and which had operated s cooperative ware-
house in the community since 1907. It seemed sdvisable to provide
for ownership of the gin by this farmer-controlled district Farmers
Union and to operate under the district union’s charter. There was,
therefore, no stock issued and hence no means of control through atock;
instead control of the association was placed in the hands of the
members of the local, each of whom had one vote. Earnings were
distributed to paid-up members of the local Farmers Union in propor-
tion to the amount of business each had done with the gin, In recent
years dividends have been distributed to all patrons.

The Munday association operated under the district Farmers
Union charter from 1914 to 1936. In 1936 becsuse its legal structure
was questionable and its members wished to take advantage of the
prevailing cooperative statutes, the associntion was reorganized under
the Cooperative Marketing Act of Texas. The association was in
good financial standing at the time of reorganization, and the mem-
bers of the new association are the same as the members of the old.

The Farmers Union Gin of Munday succeeded because it was owned
and controlled by farmers; and slthough its legal structure was crude
it was so organized as to make control by individuals or groups
interested only in personal gain difficult, if not impossible, to obtain.
Furthermore, it was a business success and was able to pay back
rather consistently to its members large savings from ginning opera-
tions and from the handling of bagging and ties, cottenseed, and
other commodities. An important factor contributing to its success
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as a cooperative is that its savings were distributed to members on s
patronage basis rather than on the hasis of capital invested in the
assoclation.

A contemporary development in Oklahoma, the Roger Mills County
Cooperative Association, likewise seems to have been unusual among
early ginning associations sponsored by the Farmers Union in that
its bylaws provided for “the principles of patronage refunds to mem-
bers.” The association is said to have used almost verbatim the
language of the cooperative statutes later adopted by the Oklshoma
Legislature.

The Roger Mills County Cooperative Association is located at Elk
City, Okla., 8 community with the reputation of having many
suecessful cooperative projects. The association was orpanized in
1905, is still operating, and probably has had one of the longest periods
of continuous operating history of cooperatives in the State. During
its early years the association handled grain primarily; then as the
grain business declined, it turned to lumber, coal, implements, and
genersl farm supplies. It still operates three grain elevators. Ie
1906 the associition purchased a gin plant located at Berlin, & com-
munity adjacent to Elk City, and operated it for 2 years. It sold
the plant, however, probably because the community shifted tem-
porarily to the production of broom corn, and thereby cut the volume
of ginnings fo & point where gin operations could not be carried on
successfully,

FARMERS® STOCK-COMPANY GINS

CONTEMPORARY and subsequent to the development of these
strictly cooperative associations, a clearly defined group of farm-
ers’ stockcompany gins was organized. These gins reached the
height of their popularity between 1905 and 1919. Many were
assisted by the Farmers Educational and Cooperative Union. Most
of the associations were formed in the newer cotton areas of the West,
particularly while cotton acresge was increasing rapidly there. Others
were formed in the older cotton sections of the Southeast, when farm-
ers attempted from time to time ito solve their problems by group
action. Hundreds of farmer-owned gins sprang up in most States
in the Cotton Belt, especially in Texas? and Oklahoma.
An early writer, discussing farmers' stock-company gins, States

that—
the ressons given by farmers for building gins are usually three: First, insufficient
ginning facilities in the esinmunity; second, poor gin equipment and consequently
poor ginning; and, third, inconsiderate treatment by private gin managers.?

1 Elict, H. M. FARMERS' COOPERATIVE GINS DX TEXi8. Texr. Agr. Expt. Sta Spec. Cire. = pp., illus

1920, Beep. 7.
4 Bee reinrenos ¢ited In footnote 2, se . 5.
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Another reason fully as significant as these was—

the desire on the part of growers to save part of the cost of ginning, sither hy
lowering ginning charges or by having part of the charge returned in the form of
a dividend.*

In connection with the early problems of spreads and profits, still
another contributing factor was that—

poor prices were received for cottonseed, due to restricted marketa.t

The farmers’ stock-company gins were cooperative only in a limited
sense, The strongest feature from a cooperative viewpoint was that
the members, as farmers, attempted to accomplish their objectives
by group action. Earnings, of course, went to the farmer-stockholder,
but distribution was made according to the amount of stock he held
rather than the amount of business he had done. Voting was on a
stock basis rather than on one of the more democratic cooperative
plans.

The companies were incorporated under general corporation laws
and lacked many of the features later enacted in cooperative laws to
protect the rights and the financial interests of individusl member-
stockholders and to insure the continued existence of the associntions
as farmer-owned and farmer-controlled cooperatives. Specifically the
general corporation laws contasined the following defects from the
cooperative point of view:

{1} All voting wes on a share basis. 'Thus voting was not restricted
sufficiently.

(2) There was no limit to the number of shares of stoek one indi-
vidual might hold. Stock ownership was not restricted to cotton
producers. In fact, the bylaws of the companies contained no restric-
tions as to who might own the stock. Transfer of stock was not
controlled by the company. Consequently it was a comparatively
easy matter to gain control of 51 percent of the shares and thereby to
control the policies of the company. Changes in the ownership of
stock occurred particularly when members needed ready cash, moved
out of the community, or became dissatisfied and wished to sell.

(3) Earnings were distributed to stockholders sccording to the
number of shares of stock each held rather than to patrons on the
basis of the amount of business each had done with the company.
Thus stock often became a desirable investment for those who had
no interest in the organization other than to use it for investment
purposes.

$ HatheoeXk, J. 8. DEVELOPMENT OF COOPERAYIFY OINS [N MORTHWEST TEL48. A Preliminsry Report,
TU. 8. Department of Agricultare. 30 pp., llus, 1927. Mimeographed.] Hesp. 1.

3 Dickson, A. M. THE PLACE OF COOPEKEATIVE GINS IN 4 COOFERATIVE OOTTON MARKETING 3E1-UF. I3
American Cooperstion, 1833, pp. 485475, Washington, D. C. See p. 455,
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(4) There were no limitations on the percentage of earnings that
might be paid on stock or capital.®

As a result of these deficiencies in the law many companies, espe-
cially those with profitable businesses, became the prey of individuals
and groups who wished to gain control of them in order to obtain
their profits,. Within & comparatively few years hundreds of gin
associations organized by farmers ceased to exist as semicooperative
institutions. The associations needed the protection of adequate
cooperative laws which came too late to save them as cooperative
institutions.

The early Farmers Union of Texas and of Oklahoms 7 was particu-
larly active in assisting the farmers to organize these stock-company
gin associations after their charters were amended in 1907 to include
such business functions gs (1) handling farm products, (2) warehous-
ing, and (3} ginning.

W. W. Cole, who has been mentioned previously in connection
with the earliest attempt to organize a farmers’ gin association
(p. 3), assisted as & member of the Texas union in forming in 1907 a
joint-stock company gin at Chillicothe, Tex. Farmers in the com-
munity purchased one of the most modern 5-stand, 70-saw gin plants
in the Southwest. They incorporated their association under the
general corporation laws of the State of Texas. The association was
& success from & business point of view, but it ceased operating as &
copperative association becouse defects in the organization pian
{p. 5-7) led to its dissolution.

Numerous other farmers’ stock-company gins have continued to
operate as semicooperative organizations for the henefit of their
fermer patrons. After cooperative laws were enacted, however, &
few of these companies were reorganized on a cooperative basis.

Ona of these, the Farmers District Union Gin Association of Ruls,
was incorporated on April 26, 1913, under the general corporation
laws of the State of Texas. The association began with 92 members,
who subscribed $800 of the $8,000 original capital. They purchased
the plant shown in figure 2. Like many eontemporary farmers’
gin companies, the association limited its stockholders to one vote.
At first it paid dividends to members on a stock basis, but Iater
changed to the cooperative method of distributing earnings on the
basis of ths volume each member had contributed to the association.
After a few years of successful operation the assoeiation built a
second plant, but this, as its officers said, proved to be a millstone
about the necks of the origmal group.

* Seq reference cited in footnote 4. See . 3.

? *The sctivities of the sarly Fatmers Unlon should not be confused with the activitles of the Gklshomnsa
¥armers Uning (1823-31}, 4 second development of the saie orgenization. (See p. 11.)

153148 —30— 2
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Ficure 2.—THE FArMers District Union Gin Prant AT RuLe, Tex.
Farmers built hundreds of plants of this type prior to 1915,

The association at Rule has had 25 years and more of operating
experience. It has at times suffered from poor management, from
the results of speculation on cotton, lack of membership support, and
the heavy burden of facilities in excess of those needed for the velume
delivered by its members. Recently new management was installed,
and it is hoped that the association will institute sound business
policies, rebuild membership understanding, and be able to regain
its position as a leader in the field of cooperative cotton ginning.

Still other Farmers’ Union stock-company gins are known to have
been organized in Oklahoma, Georgia, and Mississippi between 1905
and 1907. However, few records of them remain.

The failures of the early farmers’ stock-company gins have had a
retarding influence on current cooperative gin developments. The
fact that many farmers invested their funds in gins that were known
as cooperatives, only to have these institutions pass out of their
control, for years excited considerable feeling smong farmers against
cooperative ginning, and particularly against cooperative gins or-
ganized on a capital-stock basis. In some areas it has taken years
to break down the feeling against group action in ginning, but it seems
that now cotton farmers—particularly in Texas, Oklahoma, and Missis-
sippi—understand that cooperative gins are being organized on an
improved plan. They are therefore gaining confidence in the possi-
bilities of cooperative ownership and control of ginning facilities
and operations.

Experiences with stock companies led Texas farmers to attempt to
build strictly cooperative associations on a nonstock bssis, With
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this aim in view the so-called “Society Law" was enacted by the Texas
Logislature in 1917.

THE LOCAL COOPERATIVE GIN

N RECENT years those cotfon farmers who have been interested
in group action es s means of solving their ginning problems have

almost invariably chosen the local, independent cooperative gin as
the type of organization best suited to their immediate needs. The
iocal cooperative gin, as it is now known, is an associstion of farmers
who have grouped themselves together and organized under coopera-
tive laws for the purpose of operating a gin for their own benefit.
Associations of this type are owned and controlled by farmer-members
awho live in the communities in which the plants are located. Almeost
without exception each member has one vote regardless of the amount
of eapital he may have invested in the association. Control is
delegated by the members to a board of directors. Dividends on
stock or capital are limited to 8 percent, and neot earnings are distrib-
uted to patrons on the basis of the amount of business done with the
nssociation. In pmci;cally all other respects, mcludmg their opera-
tions, cooperative gins are similar to commercial gins.

Such independent cooperetive gins have assumed since 1919 an
inereasingly important place in the development of cooperation among
cotton farmers. Except for a plant of the California Cotton Cooper-
ative Association (p. 55-57), &ll cooperative gins today are operated
by independent local associations. For that reason it appears advis-
-able to trace the growth of the local cooperativegin idea in detail.

Periops oF GROWTH

Development and growth of the local cooperative gin essocia~
tions during the last two decades {1919-39) may be divided info
‘two periods. The earlier period begins with the organization of
‘the first cooperative gin under cooperative laws in 1919 and ends with
the depression and low cotton prices in 1931 and 1932. The second
period begins in 1933 with the revival of business and the upswing of
cotton prices. The loan facilities of the distriet banks for coopera-
#ives under the Farm Credit Administration have stimulated the
organization and activities of cooperative gins during this latter
period® At the present time (1939), 6 years after the beginning of
the second period, cooperative gins are being organized at & more
wrapid rate than ever before, and there is wider interest on the part of
farmers in cooperative cotton ginning than at any time during the
last 20 yoars.

» ¢The Parm Credit Act of 1933 (45 Stat, 357, titie 12, U. 8. 0. A., see. 1151) nutborized the establishmeat
o 12 regions) banks for cooperatives and & Central Bank for Cooparntives for the purpose of making loans,

aot oty 10 farmees’ marketing and purchasing sstociations bui also 1o processing cocperatives mch 65
farmers’ coopersiive gins 2od oil mills,
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To a certain extent the second period is & continuation of the firat.
During the first period farmers were experimenting with the new
type of organization, and from the experiences of those years have
come many of the operating methods, policies, and practices of the
local associations. The periods, however, are distinctly unlike in at
least one respect—the extent of territory served. During the years
1919 to 1932 cooperative cotton ginning was confined very largely to
southwestern Oklahoma and northwestern Texas; since that time a
great deal of interest has been shown outside these areas, particularly
in northeast, central, and south Texas, in Mississippi, New Mexico,
California, Louisiana, and Alabama.

The first big development in Texas and Oklahoma came in the 5-year
period from 1926-27 to 1930-31, when large production increased
the average volume of ginnings per plant to a point at which profits
were unusually attractive. At that time ginning charges were
relatively high. Rates for picked cotton ranged from 30 to 40 cents
per 100 pounds, and for snaps and bollies from 40 to 60 cents per 100
pounds. Practically all cotton in that area was and still is snapped.
Charges for bagging and ties ranged from $1.45 to $2 per pattern.
Gross margins in handling cottonseed were equally attractive to
ginners; they averaged about $3 per ton (fig. 3).

Conditions in northwestern Texas and southwestern Oklalioma were
favorable to the development of cooperative gins. Both may be classi-
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Ficure 3.—Loapinc CoTTONSEED
AT A Coorerative Gin.
Cooperative gins perform a real service
in increasing the member’s income
\* from cottonseed.
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fied ns large-scale cotton-growing areas, In that section from 1920 to
1930 farms of 160 acres were the rule rather than the exception, and =
large percentage of the acreage was in cotton. This meant a relatively
iarge production of cotton per fermer. Tenure conditions in the area
were not typical of those in the South. The percentage of tenancy
was high, but the percentsge of sharecroppers relatively low. For
example, in Oklahoma in 1925, approximately 58.5 percent of the
farm operators were tenants, 51.9 percent were classified as share-
tenants, and only 6.6 percent as sharecroppers. The figures for
Texnas in 1925 were similar to those for Oklahoma, although the
percentage of sharecroppers was slightly higher.

Furthermore, the genersl level of education of the average farm
operator was relatively high. Among the rursl population in Okla-
homa only 4.5 percent were classified as illiterate in 1920, and only
3.7 percent in 1930. The percentage of illiteracy in Texas during
those years was only slightly higher. The general level of educstion
would indicate that farmers generally in the arez are capable of
appreciating the principles of cooperation and of seeing their potential
contribution fo well-being, Compared with other cottor-growing
areas, a large majority of the farm population in Texas and Oklahomsa
is classified as native white and only a relatively small percentage as
colored.

OrLagoMa CoorErATIVE GIN MoOVEMENT

The first cooperative gin associations formed under the newly
enacted cooperative laws were located in Qklahoma. After thus
getting off in the lead with the first association in 1919, the cooperative
gin movement in Oklahoma grew faster and developed further up to
1931 then any similsr movement in any other State, and it pointed
the way toward the development of cooperative ginning elsewhere.
During the 8 years since 1931, however, cooperative ginning has been
st a standstill in Oklahoma. While the depression, low prices, and
subsequently diminished production as a result of prolonged drought
and crop restriction have been important factors which brought to
an end, for a time at least, the organization of cooperatives, regula-
tion by the corporation commission of the cotton-ginning industry in
Oklahoma must be further clarified before extensive development of
cooperative ginning will be resumed in that State.

The period from 1919 to 1931 may be roughly divided into two parts:
(1} From 1919 to 1923 when scaitered groups of farmers were trying
out the new independent cooperative gin; and (2) from 1923 to 1931
when aggressive work done by the Oklahoma Farmers Union and to
a lesser extent by the Farm Labor Unior produced a period of ex-
tremely rapid growth. ‘
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Beginnings, 1919-27

The survey of cooperative gins by the Cooperative Research and
Herviee Division i 1934 revealed fhe facf that the Farmers Coopers-
tive Assoetation of Jackson County, organized at Mustee, Okla,, in
July 1019, was the first cooperative gin association o be sat up n the
United States under cooperative laws.® This gin bas been operating
continuously and successfully up to the present time. Details ralative
to its prganization are meager, buf as nearly as can be determived, a
member once connected with the Extension Service of the Oklahoma
A. and M. College plaved a leading role in working out the plans.
The assoetation was organized primarily to gin eotfon for its members,
but according to its hylaws (Sec. 3} it is also authorized-—
to engage in such other Hues incident to said business as may be, from time to
time, dosignated by the directors, whieh ghall inelnde the right to aecquire, own, and
operate cotton and entfonseed warehouses, comipresses, cotfonsced-oil mills and
sueh otber plant or plants as may be neccssary to reduce ectionseed and prodnets
to the most refined state for eoinmercial use ¥ * *

The charter provides for an authorized capital of 850,000, repre-
sented by 1,000 shares with a par value of 850 each. The number of
shares each moember is allowed to own is hinuted {0 10. Transfers of
stoek are under the contzol of the board of directors. A bhoard of
direstors of 8 members i3 selected by the stoekholders anmnally,
Each member of the association, regardless of the amount of stock
held, is entitled to only 1 vote. Kach member must be “a member in
good standing of some recognized council of farniers and approved by
the board of directors.”

Methods of distributing earnings are different from those followed
by the farmers’ stoek compantes previeusly mentioned. 1n accord-
anee with Oklshoma law,™ the (Qlustee association’s bylaws provide
that—

{8} Not less than 10 percent aceruing rince the last apportiomment shall be scl
aside to surplus or rescree fund untl sueh time as these funds equal 50 perecot of
the paid-up eapital.

by A dividend of 8 percent may he declared by the board upon the paid-my
capifal stodk, and in their diserction § percent may be sct aside for educational
purposes.

(¢} The remainder of such pet esrnings and profits shall be apportioned and
paid to the members ratably upon the amounts of the products sold to the corpora-
tior by its members and the serviee purchased therefrom, and ihe amounis of
purchases of the mambers from the corporation.

In 1920 aussociations similar to thnt at Olustec wers organized at
Anadaerke, Eldorado, and Duke. These were followed by others
during the next few vears, each organized on the initintive of farmer
groups.

TI}TK‘!‘!H—;;?}:?) W and Gardner. Chesiing  BANLT BEVELOPHENTS TN COCTERATIVE#OTTON MAREETING

Farm Credit Administgration Cire. C-101. & pp, illus. 1938, See . 41,
10 Gklahome Stal. 1837, See, 5560068,
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The Farmers Union Program, 152331

The Oklahoma State Union of the Farmers’ Educational and Coop-
erative Undion of America, generally known as the Oklahomea Farmers'
Union, has worked vigorously in conpeetion with the development of
cooperative cotton ginning in Oklahoma. Undoubtedly, the union
has been the biggest factor back of the rapid development of the
cooperative ginning industry, gencrally, in Oklshoma from 1823 to
1931. During its early vears it fought to obtain reductions in rates
and also improvements in ginning serviees, principally by representing
the farmers of the State before the corporation commission. In the
middle twenties, however, under the leadership of its president, it
shifted its attack on the rate and service problem and started an
active campuign of organizing local farmers’ cooperative gin assccia-
tions.

Since 1926 it has stood for high ginning rates, and so publicly
declared itgelf in the following excernt from its house organ:

We warn wembers of the Parmers” Unton that there will never be low rates for
ginning in Oklahoms again.  The only force that has in the past worked and fought
far low rates will pever bie there again in thatl eapzeity, and that iz the Farmery’
Union.  We slready have enough ging in this State that it s agsinsgt cur
irterest to have low rates. Il you want proteetion, there is just one way for von
fo get if, and that is for you to organize and own a gin.  You befter get busy,
roll the stone away, and the Farmers” Union will ealt the gin Lazaras forth from
the grave,lt

The Farmers” Union had several motives in mind in sponsoring
eooperative gins. {6 had, of eourse, always sought to add to lis own
membership, to strengthen its finances, to butld up the State wnion,
and to add to s prestige as a national organization.  Since member-
ship in the Farmers’ Union was a requisite in the 3iate to gin associn-
tion membership and the pavinent of dues to the Siate union was an
obligation to he performed before the local gin association could
distribute its earnings to its member patrons, the organization of
cooperatives was an excellent means of sccomplishing tliese aims.

In 1923 the Farmers’ Union assisted in orpanizing a cooperative
gin at Sayre, Okla. This association and scveral others founded in
1924 and 1925 provad exceptionally satisfactory, and the union there-
fore got back of the movement in a blg way. Tts efforts were aided
materially by the large cotton erop of 1926, which made farmers {eel
that their ginning facilities were inadequate. Between 1923 and
1932, inclusive, the State umion assisted 107 farmers’ groups with
a membership of mere than 10,000 farmers to organize gin assceiations
and to purchase gin plants at an original eost of more than $3,262 000,
Each gin was operated by an independent leeal cooperative associa-
tion. In most Instances the names under which these local gin asso-
cintions were incorporated included the words “Farmers’ Union.”

U ORLAHGMA UNION PARMER. Mareh 15, 1928, p. L.
it Oklahoms Farmers Edumticnal avd Ceoperative Ynlon, Axyoar STATeMEXRT. March 31, 1932,
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The union’s method of assisting local gin associations to organize
was simple. Its representativeas met with local groups of interested
farmers, explained the purposes and the objectives of local cooperative
gins, and appointed committees of farmers to contact prospective
members and to solicit stock subseriptions. It supplied legal asaistance
in the preparation of articles of incorpora tion and bylaws and ohtained -
charters and operating licenses for the associations,

The following agreement between the Oklahoma Farmers' Union
and the incorporating members of the local gins shows rather clearly
the plan under which the loeal gins were formed:

We, the undersigned, each aubscribe for the numbaer of shares of stack, ect
opposrite our names, in the Farmers’ Union Cooperative Ginat ... __ ... |
Okla., on the following agreed plan:

Capital stock to he 325,000.08, divided into 250 shares of the par value of §HID
each. We each pay herewith in cash the amount indicated spposite our names,
which in not lesa than %20 on each share saulweribed, and we give note for the
balgnee due ... ... ._.__.._.___ i192. .. _, bearing I0 percent infoient. It in
understood that thoase checks and notes are to be returned to ua, unless 106 shares
are subseribed.

We, herewith, instruct ocur board of directors to purehase any and all machinery

we may need through the Oklahomsa Farmers' Union, providing prices are not
-higher than like machinery can be purchased other places. [t is underatood that
the Oklashoma Farmers' Union shall assist in the organizing of thir eompany,
and in the financing to the axtent of the price of the machinery at the factory.
The Farmers’ Union is to do all the legal work connected with securing charter
from the Secretarvy of State, and permit from the Corporation Commimsinn,
‘The Farmers' Union is to do all this without expense to us.

Name Post office Shares Cadk Note

s .

-\The following excerpt from the Oklahoma Union Farmer gives
further indication of the union’s participation in the pregram:

The State union iz prepared to assist in places where the farmern have the
ambition and the energy to get out and secure at least 50 signers in 8 cocporaflve
gin. When they have done this, we will send & man to help them organize
and sell more stock, and we will continue o help with meetings and our counsel and
advice in everything necessary to the building of & gin. We even have a Farmers'
Union building crew prepared te go and put up a building and install machinery,
every man of which is 8 member of the Farmers’ Union.

The State union headquarters will get the permit to build the gin from the
corporation commission wherever the farmera’ cooperative gin in organized, and
without ¢xpense to the local company. There is svery reason why every eotion
producing community should own its ewn gin and not a single reason against it.
If you will write and ask us how o stari the organization of a gin, we will give you
complete directions *

The union encouraged the local associations to buy new machinery
rather than to purchase existing facilities even when used plants were
available for purchase at reasonable prices. In this way risks that

1 OELABOMA UNIOX FaRsER. March I, 100, p. L
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are often incurred in purchasing used facilities were avoided; and
furthermore, the new plant became, of course, a real talking point in
attracting new members. However, this plan had one big draw-back.
It did not eliminate any local competition. It cannot be doubted thst
in several communities purchasing the plant of a competitor would
have brought more goodwill and a better working relationship with
competitors,

The union acted as the agent of a gin-machinery company in the
sale of gin equipment and for this service received a 5 percent com-
mission from the machinery company. The commissions were used to
defray the expenses of organizing the associations. Although the fee
was Hberal, the local gins did not complain; in fact most of them
felt that it was “worth the money.”

" Financing problems.—Financing purchases of ginning facilities at
the start presented a real problem to the local cooperatives until &
uniform plen was worked out by the union in cooperation with a gin-
machinery company and the late W, ¥, Varnum, of Shawnee, Okla.,
o wenlthy farmer, former member and staunch supporier of the
Farmers’ Union. The plan provided for the purchase of a gin plant,
including buildings, machinery, and ground, at a cost of from $25,000
to $30,000. Briefly the plan was put into effect in the following way:

{1} A committee of farmers raised among prospective members
approximately 89,000 to purchase land and buildings, and to pay for
the installation of machinery, Shares of stock, each valued at $100
were issued and sold to members, genersally upon receiving $20 cash
and s negotiable note for $80 to be redeemed later. The organization
became valid only after 100 shares had been subscribed. Members?
notes were discounted at local banks.

(2} The local association borrowed about $7,000 to provide for
initial operating capital and one-third of the total machinery coatg, _
It gave as evidence of the loans a series of notes due snmually for
3 years on November 1. As security for the notes the association gave
s first mortgage on its land and buildings, and a second mortgage on
its gin machinery.

{3} The machinery company, upon receipt of one-third eash pay-
ment on its sales to the associations, carried the remainder for 3 years.
As evidencs of the credit extended, it received notes similar to those
mentioned in section 2. In this case, however, the company took a
first mortgage on the machinery and a second mortgzage on the land
and buildings. Holders of first and second mortgages would be paid
off in equal amounts snnually.

Notes carried 8 percent interest annually until maturity and 10
percent thereafter until paid. In many instances the local associations
met these obligntions without difficuity. In some instances, however,

150146°—S0—38
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earnings were not so large as had been experted, and associntinns
paid 10 percent interest on obligations until the advent of the banks
for cooperatives in 1934. At that time, lorns were refinanced or new
interest rates of 4, 5, or 6 percent were agreed upon by lenders.

This plan for financing the gins appears to have had considerable
merit, as well as some outstanding weaknesses, It had merit in that
members, through investment of substantial amounts of cash and
notes for additional sums, had financial stakes large enough to assure
their real interest in the success of the associations. It had, on the
other hand, rather excessive interest rates—as high as 8 and 10
percent. Furthermere, the loan period of 3 years was too short even
for average conditions.

Nevertheless, so well was the task of organizing done that 95 out
of approximately 120 local associntions in the State, most of which
were assisted by the Farmiers’ Union, were still active in 1938 despite
severe competition from old line cottonseed-oil-milling companies, low
pricves, and years of drought. )

Some organization fealures—Although basically similur to the
Olustee association, the gins formed by the Farmers’ Union had several
aunusual features,

They were all established with capital stock. The State’s coopera-
itve statutes, however, permitted nonstock organizations. The
2apital-stock structure may have been preferred bacause the nonstock
law in contrast to the capital-stock law does not ullow dealings with
nonmembers. The associations, encouraged by the Farmers’' Union,
Zinned large volumes of cotton for nonmembers.

Instead of distributing esrnings to members and nonmembers alike
chey divided earnings among members only, on a per bale basis. In
time, however, in order to obtain the benefits and exemptions provided
by operation under cooperative laws, most of these associations
abandoned the practice of profiting on nonmember business.

The bylaws prepared by the Farmers’ Union for the use of the local
associations provide among other things that—

{1} Membership shall be limited to members of the Farmers’ Union, who, of
eourse, are farmers.

{2} Each member shall have bul one vote regardless of the amount of stock
heid.

(3) The number of shares of stock any one member may own shall be limited
to § pereent of the paid-up snd oulstanding stock st any one time, or to mot
more than $3500,

{4} Transfers of stock shall be made only on the books of the corporation.

{5} Dividends shall be paid according to the provisions of the OCklshoms
Cooperative Corporstions Act of 1919, but tc no member with unpaid dues and
assessments in his local {(Farmers’ Union local).¥ The act provides that (a) not

lezs than 10 percent of the nei annual secruals be set aside as s surplus or reserve
fund until such ameunt shall equal st least 50 percent of the paid-up eapital;

I Alter 1933 this provision for peying dues was shandoned by many sssocisticns.
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{9 dividends on stook be not greater than 8 percent; {¢) 5 percent may be set
aside for educational purposes; {d) the remainder of the net earnings and profits
be apportioned to members on the basis of the amount of the preduets sold to
the eorporation and the amounts of the purchases from the sorporation.

Farm-Labor Union Gins in Oklahoma

While the Farmers’ Union was organizing cooperative gins in
southwestern Oklahoma, the Farm-Labor Union of America ¥ started
& cooperative gin program in southeastern Oklahoma and in Texas.
This program lasted only & few years and reached its height in 1926
and 1927. (See also pp. 27-28.)

The Farm-Labor Union’s program in Oklshoma was patterned after
the Farmers’ Union plan, and it is said that the Farmers’ Union at
one fime assisted the Farm-Labor Union with its new associations.
The organization structures adopted by the two groups were nearly
identical, and the associstions wers incorporated under the same
cooperative law. The Farm-Labor Union, however, met two un-
favorable conditions not felt by the Farmers’ Union: First, cotton
production had been declining in southeastern Oklahoma for & number
of years previous tc 1926; and second, tenancy and eredit conditions
were not entirely satisfactory for the development of cooperatives.

Although there is little information available as to the number of
cooperative gins organized by the Farm-Lebor Union in Oklahoma,
it was not large. It is definitely known that gins were located at
Bennington, Bokchite, Durant, and Caddo. So far as is known,
only one of the associations—and that is located in the more favorable
west central part of the State—is still active. Boll weevil and
declining ecotton production in sastern Oklahoma and then the depres-
sion of the early 1930’s brought serious financial difficulties and wide-
spread failures, almost completely wiping out all traces of the Farm-
Labor Union’s program.

Recent Developments

During the 5 years 1934-39, ginning facilities in Oklahoma have
been more than adequate. The State corporation commission has had
few demands for licenses to construct new plants. Only 3 or 4 new
associations have been organized, as compared with nearly 300 in
Texas during the same periced, and each of thein has purchased
existing facilities.

There is now s general fesling among Oklahoma farmers that it is
practically impossible under present conditions of drought and

% The Ferm-Laber Union of America wss founded in Bonbsm, Tex., in 19%. It was particularly con-
corned with spansoring & cooperstive marketing program in Texas. However, it did esrry on other eco-

Bomic astivities in thal and adjoining States. Oxs of thest wis & mpmuveginpragrmin(}kxanom
and Texas, (Ses also pp. 97-28 of thia cirealar.}
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restricted production to obtain a license for the erection of & conp-
eratively owned gin plant and that without such s bargaining aid,
existing facilities cannot be had for reasonsble prices. Until erop con-
ditions improve and the position of cooperative gins with relation to
the corporation commuission has been further clarified, it is doubtful
whether there will be any further rapid expansion in cooperutive
activity of this type in Oklahoma.

CooPERATIVE GINNING IN SouTHEAST Missourt

Missouri was the second State to have a covperative gin. The
Farmere Cooperative Gin Co., of New Madrnid, was formed with the
combined assistance of the Agricultural Extension Service through
the county agricultural agent of New Madrid County, a State spe-
cialist in marketing, and a group of interested leaders in the com-
munity. Interest in forming the association was stimulated because
gins in southeast Missouri at that time were buying cotton in the
seed and refusing to do custom ginning for farmers. As long as cotton
was purchased in the seed by these gins, however, it was difficult for the
New Madrid gin to make substantial progress in the development of
program for preparing the cotton for market and handling it on a
cooperative basis.

The charter of the association provided for a bosrd of directors or a
management to be selected by vote of the members. The number of
votes of each member was determined generally by the number of
shares of stock held by the member, but in ail matters of general
policy each member had only one vote regardless of the amount of
stock owned. The charter restricted the number of shares of stock
any individual could own to 10 percent of the total shares outstanding.
Dividends on capital were limited to not more than 8 percent. After
allowing for the payment of dividends on capital and deductions for
reserves, the remsinder of the net earnings was to be paid to members
as patronage dividends.

At the outset the 78 stockholders of the Farmers Cooperative Gin
Co. subscribed for $12,750 in ecapital stock. Two hundred and
fifty-five shares of stock having a par value of $50 per share were
issued. The association constructed a 3-stand, electrically driven
gin plant at a cost of $24,300. The volume ginned during the first
season amounted to 1,450 bales.

Official statements are not available showing the amount of stock
issued and patronage dividends paid by the gin. Dividends on
stock were paid irregularly and averaged between 4 and 5 percent of the
invested capital.

The gin operated successfully for approximately 13 years. Then
widespread floods, low cotten prices, and bank failures compelled many
members to pledge their stock as security for loans and finslly to
dispose of it. Private interests gradually acquired s majority of the
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shares and with them control of the gin. In 1933 the asscciation,
which had been organized in sccordance with the best known princi-
ples of cooperation then available, changed from a cooperative to &
privately owned corporation. According to stockholders’ records the
first year after the association became a private corporation, a dividend
on stock of 10 percent was declared, and the following year & dividend
of 40 percent. In the spring of 1938 the corporation was dissolved.
The property, which in the appraisal of a committee appointed by the
court showed & value of $172.97 for an original investment of 350 in
stock, was acquired by the manager and his assistant.

Thus, like so many farmers’ cooperatives during the last 50 years,
the association operated as a8 successful business enterprise throughout
its entire existence, and increased its net assets materially; yet despite
this fact the former-owners let it slip from their grasp under the
stress of circumstances. Once out of their control, farmers in New
Madrid were again in the position of being subject to the dictates of
others in preparing their cotton for market.

There appears to be little or no interest (1938) smong Missouri
farmers in cooperative cotton ginning, yet in all probability in no
State are ginning rates higher, or seed weight and deductions for dirt
and trash more questionsble. Furthermore, the practice of ginners
in extending credit to farmers for the production of crops always
leaves the door open for sharp practices. Farmers must expend
considerable effort through group action before this situation can be
vorrected.

THE Texas Locar CooPEraTivE Gin MoveMENnT, 1920-32

In presenting the background of the present cooperative gin move-
ment in Texas it must be remembered that conditions under which
cooperative ginning was established in the State were similar to those
in Oklahoma. (p. 11}. In fact, the areas in which this growth first
took place were separated only by the Red River. The types of
farming, the system of tenure, and the social and economic conditions
were practically the same in the two sections. In general, although
the leadership and the factors which led to organization in Texas
have no connection with those in Oklahoms, the reasons for organizing
wore slike in almost every detail,

In northwest Texas, after several years of shert and relatively
short production, a large cotton crop in 1919 taxed all available
ginning facilities to the point where ginning services were far from
satisfactory.

Much unrest and dissatisfaction were created among the farmers in this par-
ticular year. The ginners were swamped with cotton to be ginned, snd the

grower, in addition to having to wait & long time for his turn, received a poor turn-
out from his load of seed cotton. The seed was not ginned closely enough, the
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lint was sometimes damaged by too rapid ginning, and the grower paid what he
thought an exorbitant charge for ginning and wrapping—68 renta per hundred-
weight for picked seed cotton, 73 cents per hundredwv;ght for *shaps” snd “bol-
lies,” and $1.75 per pattern for bagging and tica.®*

In numerous communities committees of farmers sought to have
ginners improve services and lower rates and charges. Because the
crop was large they received very little consideration; and, in fact, on
several oecasions ginning rates were increased rather than lowered,

It should be remembered that prior to the establishment of the first
strictly cooperative gin in the State (p. 20-21) Texas farmers had
worked together in their several semicooperative ginning enterpriscs,
They felt rather keenly the need for a type of cooperative that would
protect their interests in their facilities and guarantee their continued
control of them as the stock-company assceiation had not done,
Against this background were evolved first the *'society” or nonstock
plan, which predominated in Texas from 1920 to 1933, and later a
capital-stock plan, which has largely displaced the nonstock structure
both among new end reorganized gins because the nonstock plan as set
forth in the Society Act has many weaknesses, Modern nonstock
cooperative laws are as well adapted to cooperative gins as enpitnl-
stock laws.

The “Society” Gins

The Society Act of Texas {av. 2514-2524 Vernon Tex. Ann. Stat.)
was passed in 1917. It was designed to provide an operating plan
that would insure continuous ownership and control of cooperative
gins by their farmer members. An interesting sidelight in this eon-
nection is given by the following quotation. Leaders in the Agricul-
tural Extension Service of Texas as well as leading farmers—
had become deeply impressed with the universal tendency for farmers to lose
eontrol of associations which they organized and incorporated under the existing
corporation laws of the State. Btock drifted info the hands of outsiders, and the
companies soon were directing their activities toward the payment of large divi-
dends to stockholders rather than toward giving good service and maximum
prices to the farmer. Mr. Petest, therefore, eet about drafting a bill which would
keep the association compietely snd permanently in the hands of the farmer group
who were interested in establishing it.¥

Early growth—The present cooperative gin movement in Texas
began when the first society gin was formed at Chillicothe in 1920, &
year after the appearance of the first gin of similar type in Okluhoma.
Excessive ginning charges led to the organization of the Chillicothe
association. A local ginner raised his rates during the 1919 season
without sufficient justification, in the opinion of his farmer patrons.

¥ Sea reference cited in footnote 4. Bee p. 5.

¥ Nourse, E. G. THE L2@AL STATDW OF AOBICULTURAL COCPERATION. Instituts of Economics, Investigs
tions fo Agriculturs] Economics, 535 pp. New York, 1927. See p. 05,
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Ficure 4.—A CooPERATIVELY OwNED GIN PrLanT.
This plant is owned by one of the Texas cooperative gins organized during the early
twentics.

After personalinvestigation the patrons—among them Mr. Cole, who
had organized a cooperative gin association in 1887 and another in
1907—looked into the possibilities of organizing a cooperative gin
association in such a way as to prevent the recurrence of the failures
of the past. They received helpful suggestions from the Extension
Service of Texas A. and M. College for setting up the association under
the Society Act. Although beset with many difficulties (p. 23-25)
which sometimes arise under the “society plan,” the association thus
formed has been operated continuously up to the present time.

In discussing the results of the first year of operation at Chillicothe,
Hathcock states that—

Increased competition, together with the general deflation that struck the coun-
try in that year, caused material reduction in the charges for ginning and for
bagging and ties. It is said that greater care was given fo the ginning of the
cotton and the lint therefore graded higher. It looked as though the farmers’
cooperative societies were exercising a strong influence on the ginning situation.
Moreover, enthusiasm did not lag as might have been expected after their sudden
development. The farmers seemed to feel that, in order to protect their interests,
they must continue to offer competition in the ginning business. There was a
prevalent belief that rates would again rise and poor service again result if their
organizations ceased to operate.’®

The responsibility for promoting the local cooperative gin idea
elsewhere in Texas likewise fell to Mr. Cole, since it was not assumed
by any agency as had been done in Oklahoma. From 1920 to 1930
he was directly instrumental in organizing more than 20 society gins
and indirectly responsible for many others. The plant of one of the

H Bes refersnce cited in footnote 4. Se_ep.i.
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associations is shown in figure 4. He assiated groups of producers to
organize such gins in Medicine Mound, Quanah, Childress, Crowell,
Vernon, Thalia, Kirkland, Knox City, and other communities in that
section of Texas. This publie-spirited service he donated “to the
cause.” For it he received only actus] expense money and the satis-
faction of performing a service that has proved to be of immeasurable
benefit to Texas farmers. Recently, on January 14, 1938, in recog-
nition of his 50 years of distinguished service to Texas agrieulture,
especially in the field of cooperative ginning, the Texas Agricuitural
Workers Association awarded him ita silver plaque for distinguishad
service.

Later development.—Five or six other individuala later took up the
plan for which Mr. Cole had lsid the groundwork and promoted the
local cooperative gin idea in other sections of northwest Texas. A
number of these men were not so public-spirited, however; they anon
began to organize cooperative gins, often not too well, for what they
could get out of them. The fees for a job ranged from a few hundred
to ebout a thousand dollars per association.

Nevertheless, the society gins were organized es cooperatives, and
they have remained cooperatives throughout the years. After 10
years of operation only a few of them had failed. Since 1930, how-
ever, some have succumbed to the depression, short crops, and low
prices. Most of them are still in operation. The mere fact that these
gins, in contrast with farmers’ stock-company gina {(p. 5), have con-
tinued to exist as cooperatives, some for as many as 17 or 18 yesrs,
speaks well for the Society Act and the determination of farmers
to run their own business.

Objectives of the “society’” plan.—The plans promoted by various

organizers differ in many details, but in their essentials they have
many points of similarity. The articles of incorporation of a typical
society state the following objectives:
* * * Tt shall have the right to act as the cooperative selling and purchasing
agent of its members only, and may for its members sell any and all agriculiural
products, purchase machinery and all supplies of any kind or character, including
purchase of fire, livestock, hail, eyelone and storm insurance for ite members; it
shail also have suthority to own and operate such machinery and instrumentalitios
as may be necessary in the production, harvesting, snd preparation for market
of all farm and ranch producte of its members. W

Broad provisions outlined in the articles of incorporation have often
encouraged the society gins to venture into fields other than ginning
cotton and handling cottonseed. Many of the societies handle farm
supplies, gas, oil, lumber, and in a few instances they provide members
with a simple type of group life insurance.

Membership requirements—Membership in the society gins is con-
fined to producers of agricultural products, and members are admitted

# Articisa of Incorporstion, Chijdress Farmers Cooperstive Society of Chiidress County, Tex., 1022,
Art. 3.
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to the societies only on election by the board of directors. According
to the bylaws, applications must be made for membership, and the
applications must be accompanied by & membership fee usually speci-
fied at $1 or $2. A certificate of membership is issned, but membership
agreements are not used. The bylaws provide that each member pay
annual dues of $1 or $2 & year.

In actusl practice, however, most of the societies have not required
members to apply for membership. Instead, in many instances any
farmer who drives a load of sead cotton over the sssociation sesles is
considered & member. Most of the society gins do not require cash
payment for membership fees; either they deduct the fee from the
procesds of sale of the first cottonseed, or require & new member to
pay his initiation fees only when the society “mekes it,” that is, only
when the net income made during the year is sufficient to permit the
associstion to deduct the amount specified from the member's account.
Dues are often treated. in the same way. For these reasons society
gins tend to have a larger membership than other cooperative gins
that require more substantial financial investments from their
mermbers.

Provisions are mads for the withdrawal of members who move out of
the community or cease to be agricultural producers. The return of
contributions to working capital is allowable if all the withdrawing
member’s indebtedness to the society is paid and if the withdrawing
member recommends another member to take his place in the society.

Control.—Each member is entitled to one vote in the determination
of policies or in the election of the directors of the society. The board
of directors is responsible for the business and the property of the
society. Its officers consist of president, vice president, secretary,
treasurer, and manager. The mansager is selected by the board of
directors. The bylaws of one association state that—

No member shall hold office in the association unless he shall have loaned to the
working capital a sum of not less than $25 * * *»

This provision however, is by no means general among society gins.
The absencs of stock control and of voting according to capital invest-
ment has been a real step forward in keeping farmers in continuous
control of their associations,

Firnancing policies—Financing provisions have generally been
indefinite as is indicated in the following excerpt from the bylaws of a
typical society:

The working capital shall be determined by the society for such amounts and
purposes as it may determine in the owning and operating of such machinery and

othor instrumentalities &s may be necessary in producing, harvesting, and prepar-
ing for market faria and ranch produets.®

* Bylsws of the Fariners Cooperative Society Gin No. 1, Childress, Tex., Jaly 11, 1925, Art. 4. sec. 1.
% Bylaws of the Farmers Cooperstive Sodety Gln Ne, 1, Chifdress, Tex., July i1, 28, Art 5, soe. 2.

151405 —39——4
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Most of the associations use ‘‘working capital,’’ which is comparable
to permanent capital or net worth in other cooperative associations.
In some instances, the amount of so-called working capital hns not been
specified, but in other instances amounts up to $5,000 per society have
been suthorized. Although the Society Act does not apecifically pro-
hibit the use of capital stock, the gins were established without such
stock in order to avoid the difficulties that had previously been en-
countered under the general corporation set-up.

The financing plan of these gins, in general, is thua described by
Hatheock.

The working capital, as a mile, has gone immediately into the consdruction of the
gin plant, but in most cases it has nof exceeded one-eighth to one-sixth of the total
cost of the plant. The greater part of the money needed was obtained through
icans from members and local businessmen. Gin manufacturers usuaily allow
gredit for s substantial part of the purchase price of the necessary machinery and
equipment. In some insiances members’ notes had to be given the pormonsal en-
dorsement of the officers of the society before they could be used aa collateral for
loans from local banks. Although generally thisx would not be considerad a wise
policy, i has worked out satisfacterily with the societies that followed 8. A
svatem of finaneing should be devised, however, which would distribute the burden
equslly, and not cause the leaders in 8 movement to asasume personally an undue
proportion of the risks involved.®

The financial burdens were not equitably distrihuted among the
patrons. As arule, working capital was loaned by members only when
an association was first established. When all outside obligations of
the association had been met and the working capital retired, it was
customary for officials of the associations to say, “No member has
anything invested in the society.” They failed to see that members of
the early years bore all the burden of the initinl financing and that
earnings used to retire indehtedness and working capital belanged to
each of the members in proportion fo the amount of husiness he had
done with the association Many of the society gins, in fact, have no
record of the business done by each member and therefore would be
unable to establish the equities of each in the assets of the association.
In such cases when individual member equities cannot be estublished,
it is generally conceded that upon dissclution every member would
share equally regardless of the amount of business done hy him with
the association in the past. In answer to suggestions of this kind,
officials of these gins often say, “Why should we worry about such
things? This gin belongs to the community. We do not intend to
liquidate the society, so why should we bother with the equities of
each member?”’

One writer in describing the Texas Society gins states that—
they are semifraiernal organizations, somewhat like churches; that is, the

equities of their members sre about as definite as s church member's equity in his
church * * *%

# Referente clisd in footnate 4. See pp. §-10.
# Refezence cited in fooinate 5. Bee p, 458,
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Although this attitude toward the distribution of the burden of
financing is generally considered unsound, it nevertheless indicates a
philosophy that is commendable in many respects.

Distribution of earnings—The method of distributing earnings is
usually as follows:

The board of directors divides, apnually, the profits of the society among ifs
members in proportion to the amount of business transacted for each of ssid
members, after having paid all expenses and indebtedness that shall be outstanding
against the corporation—no dividends shall ever be declared which will impair the
working capital of the society #

Patronage dividends generally cannot be paid until all the society’s
indebtedness is liquidated. This provision has caused the society
gins no end of membership and financial difficulties. If the society
has no obligations—and its affairs are generally known in the com-
munity—psatronage will increase because there is the hope of receiving
s cash dividend. On the other hand, if the society repsirs its plant
extensively or makes substantial additions to be paid for during the
current season, the membership will hesitate to gin cotton with the
society because dividends will not be forthcoming until el debts are
paid. Had the society gins followed the policy of revolving their
capital,® and had they set up equities based on the patronage of the
members, their finencing problems would have been greatly simplified
and the financial burdens would have been much more equitably dis-
tributed than they are under the present arrangement.

Generally spesking, there is no mention of dividends on capital
members have invested in the society, but the board of directors of
about 20 associations are instructed to divide “net profits,” 75 per-
cent to members according to the amount of business they had done
with the society in the previous year and 25 percent to members
according to. their respective contributions to working capital ®

Until a few years ago, disregarding the inequities of the praetice,
most of the soeiety and other cooperative gins distributed patronage
dividends on the basis, solely, of the number of bales ginned. Recent-
iy organized and more progressive old associations have been paying
members the net earnings that are availsble for patronage dividends
on the basis of the amount of business done with each department.

Marketing cotton.—Several society gins have a rather interesting
provision with respect to marketing the cotton of their membars
whereby—

& competent classer shall be appointed by the board of direetors. Hia function
may, in the diseretion of the directors, be performed by the business manager.

A Farmars Cooperative Soviety No. 1, Ublidress, Tex., 1822, Bylaws, art. 5, see. &,

% The revalving plan provides that the member’s contribntion fo the espital siracture of his asociation
be systersatioaliy and periodically retived by current deductions se that those members who patronivg the
assoeintion carry the burden of Hs finansing.

¥ Farmers Cocperative Soclety No. 2, Croabyton, Tex., 1626, Bylaws, art. 5, see. 8,
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Fioure 5.—A Farm. -
ers' CooPEra-
TIvE SocteTy Gin
PLANT.

The farmen’ coopera-
tive societies of Texas
owned B2 plant in
Texas in 1930,

The classer may be required to give reasonsble bond for the faithful performance
of his duty.”

Provision is also made for the sale or purchase of cotton, cotton-
seed, and all other farm products, or for the purchase of any supplies
for members under the direction of the board of directors. The
bylaws warn that under no circumstances shall there be any specu-
lating or gambling on the cotton market. However, they do allow
hedging to cover loans or advances on actual cotton.

The bylaws state further that—
no fee shall be charged for selling or handling the cotton of any member. No
member shall be required to sell his cotton through the association but shall have
the privilege of selling to any buyer or buyers if he prefers so to do. If any mem-
ber shall so desire, he may have the manager of his association ship his cotton to
any cotton firm he may direct, and in such event said member shall receive the
full returns for same.®

The society gins and other local cooperative gins that purchase
cotton from their members usually sell it at the end of the day to the
cotton buyers or the firms that offer the highest prices. In these
areas comparatively little cotton has been handied through large-scale
centralized cotton-marketing cooperatives.

Operating results.—The 1929-30 season marks the peak in the
popularity of the society plan. At the end of that season members of
the 82 gins owned a 50-percent equity in ginning facilities and grounds
which cost nearly $2,500,000 (fig. 5). During the season the societies
ginned a total of about 145,000 bales of cotton for a membership of
approximately 12,700 farmers. It is interesting to note that the

2 Farmers Cooperstive Oin and Supply Association, Colorsdo, Tex., 1930. Bylaws, art. 13.
® See footnole 27. Art. 14, secs. -2 5
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average ginnings for all society gins for the 1929-30 season and all
previous seasons were slightly more than 2,200 bales per association.
In addition, of course, these societies handled a large volume of bag-
ging and ties, cotton, cottonseed, and farm supplies.®

General remarks—The society gins in Texas have been successful
primarily because each has been owned and controlled by farmer-
members in the local community. The Soclety Law, defective as itis
in many respects, makes it practically impossible for an outsider to
gain control of a society gin. Thus, the benefits of efficient operation
and of membership loyalty and support accrue directly to these who
furnish the associntion its business.

The cooperative society gins of Texas through modern gin plants
and improved methods provide an exceedingly worth-while service
for their members and to some extent also for other farmers in their
respective communities. Members have had their cotton ginned and
wrapped at cost and have received a spread of from $2 to $3 per ton
on cottonseed, which formerly had gone to the privately owned gin.
Furthermore, through competition, society gins with their modern
plants and improved methods have foreed commercigl gins in the same
territories to render more and better services.

Despite beneficial results, however, in the ginning and wrapping of
cotton and the handling of cottonseed, the society gins have made
little progress in solving the problems of an efficient cotton-sales
service. In general the gins purchase the cotton of their members
immediately after it is ginned and sell it at a loss to local and £. 0. b.
buyers in the territory. Grade and staple premiums and discounts
have at no time been recognized by most of these gins in their purchase
and sale transactions.

Farm-Labor Union Gins in Texas

Primarily, the Farm-Labor Union of America was & Texas organiza-
tion; and, as previously mentioned,*® most of its activities were con-
fined to that State although some reached into adjoining States. Its
main office was located at Texarkana, Ark.; its State branches in
Texas, Oklahoma, Arkansas, Alabama, Mississippi, Louisiana, and
Florida. It was organized as a result of the decline in prices in 1920.
While most of its activities were directed toward developing large-
scale cotton marketing cooperatives;® it made some efforts in Texas
as well as in southeasterna Oklashoma to organize cooperative retail
stores and cooperative gins. Most of the gins have ceased to exist and
details about them are generally not available.

_ﬂ—I)i'c—;;n,_a.M.. REPGRT ON EODPERATIVE GINNING I TRXAS. Fodersl Forn: Board. Junuary 10, 1081
{Unpublished}.

»* See foatnota 15,
# Referenos citad in footnote 9. See pp. 21-25.
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Whereas the cooperntive gins organized by the Farm-Labor Union
in Oklaboma followed the pattern of the Oklahoma State Farmers
Union, the gins established by the Farm-Labor Union in Texas wore
for the most pari nonstock organizations patterned after the =ociety
gins and operated under the Society Act.

Current Expansion in Texas, 1933-39

The current cooperative gin expansion in Texas began in 1933, At
that time cotfon prices and economic conditions improved and the
Houston Bank for Cooperatives was established to offer gins and other
cooperatives financial aid. Farmers’ interest in the ownership and
the operation of ginning facilities immediately increased. In Texas,
the cooperative movement, unrestricted by such regulation as pre-
vailed in Oklahoma (p. 11} and affected less by droughts and short
erops during recent years, expanded more rapidly than it had before in
that or any other State. In 1933 between 75 and 80 local coaparative
gins were operating in the State. By March 1939 the number of coop-
erative gins in Texas had increased to approximately 315.

Most of the early associations formed between 1620 and 1930 were
located In northwest Texas, especinlly in the South Plains area, and
since 1933 the number in this territory has been increasing. Substan-
tial developments have also taken place in northeast Texas, in certain
sections of the Black Belt, in south Texas, and the irrigated sectiona
adjacent to El Paso. In fact, there is a good seattering of cooperative
gins over the entire State at this time.

At the close of the 1938-39 season, Texas cooperative gins owned
facilities valued at approximately $6.500,000. During that season
they ginned about 740,000 bales of cotton and handled approximately
245,000 tons of cnttonseed. The membership of Texas caoperative
gins in 1938-39 totaled approximately 50,000 farmers. The largest
development in cooperative ginning in the South will probably con-
tinue for & number of yvears to be centered in Texss.

CoorPeErATIVE GINNING IN NEw Mexico

Significant likewise is the development of cooperative cotfon ginning
in New Mexico. Cotton production in the State is confined prin-
cipally to the portion of the Elephant-Butte irrigation project north
of El Paso, Tex., and to the irrigated Pecos Valley in southeastern
New Mexico. Cotton is a comparatively new crop in this section.
Since most of the development has taken place from 1919 to 1932, oop-
erative ginning associations have had the opport,zznzty of coming in
with expanding production.

This territory provides a favorable setting for farmers’ cooperative
gins. Production per individual farmer is large, tenancy is relatively



COOPERATIVE COTTON GINNING 20

low, yields per acre are high, and crop failures are practically unknown.
Furthermore, ginning rates have been high and the meargins taken by
existing agencies to insure good profits in the handling of cottonseed
have been wide. Laatly, the large and certain volumes the individual
members can gin on their association’s phmt vear after year offer a
real possibility for service and saving in ginning expenses,

The Ariesia Alfalfa Growers Association

The Artesia Alfalfa Growers Association, founded in 1921, is prob-
ably the oldest and most important association in New Mexico, It
stands out as a pioneer that has had much influence on subsequent
growth in the State. The association wsas organized in 1921 by 83
members for the purpose of handling the hay crops of its members.
Later it became primarily an association for ginning and marketing
cotton and cottonseed and for handling farm supplies. The associa-
tion owns a small line of ging located in rather close proximity o sach
other and operated and supervised successfully from one central
point, .

The association's operations have been varied and profitable from
the start. With initial capital of only $1,200 it handled 5,800 tons of
alfalfa hay during the first season. Such farm supplies ss cosl, oil,
farm machinery, hardware, and insecticides were added in the next
few years. When the Artesia Alfalfa Growers Association was first
organized, very little cotton was grown in the Pecos Valley or in Eddy
County. Within the next year or two, however, cotton became quite
important, and it appeared that additional ginning facilities would be
necessary to handle the cotton produced in that territory. In 1923
the mssociation with borrowed money and the notes of its members
purchased its first gin plant. After 2 years of operation, earnings were
sufficient to pay the cost of the plant. The notes were then returned
to the members with certificates of interest for the amount of member
earnings withheld to purchase the gin plant. In 1926 the association
erected & second and & third gin plant in adjoining communities.

In addition to these services the associantion sells cotton of its mem-
bers for a fee of 50 cents per bale, a considerable volume of which is
ginned on other than association plants. All net proceeds from the
sale of cotton above the deduction for sales expense is returned to the
members. This sales service is opernted on & cooperative brokerage
basis,

The association has handled as much as 75 percent of the cotton in
its trade territory. As early as the 1928-29 season it ginned over
10,000 bales of cotton on its 3 plants. During the 1936-37 season it
ginned 8,111 bales of cotton and sold 12,142 bales for its members.
In addition, it handled a large volume of cottonseed. During the
1937-38 season the volume ginned was 10,607 bales, and the associa-
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tion’s cotton sales totaled 8,567 bales, not including 3,300 balea of
Government loan cotton. During the 1938-30 season the member-
ship totaled 234 farmers.

The Artesia Alfalfa Growers Association has 8 unique plan for
financing cooperative gina. The plan requires 8 membership fee of $10
from each member upon acceptance to membership in the association.
The fee is used as working capital. The member is required, in addi-
tion, to invest capital in the mssociation somewhat in proportion to
his average production; that is, at approximately 20 cents per ton for
alfalfa hay and $1 per bale of cotton produced. This capital inveat-
ment draws a guaranteed rate of interest annually.

The association has returned exceptionally large petronage divi-
dends to its members over a period of 16 years. These dividends are
distributed according to the quantities of the various commodities
handled; that is, according to tons of alfalfa hay, gallons of gasoline,
tons of fuel, units of merchandise, bales of cotton sold, and bales of
cotton ginned. The handling of farm supplies and the marketing of
miscellaneous farm products assist msaterially in covering the overhead
of the association.

The stimulus afforded by the successful operation of the Artesin
Alfalfa Growers Association in all probability accounts in part for the
more rapid growth of cooperative ginning in New Mexico which has
taken place since 1933.

Current Development

In view of the small amount of cotton produced in New Maexico,
the cooperative gin movement has been developing rapidly for reveral
years. There is now & good scattering of gins in the Pecos Valley in
southeastern New Mexico and several in the New Mexico portion of
the Elephant-Butte irrigation project near El Paso, Tex. Moreover,
at the present time the Southwestern Irrigated Cotton Growers Aaso-
ciation, with many members in New Mexico, is successfully operating a
cotton-marketing service, an oil mill, and a production credit corpora-
tion. Credit facilities of this organization are available through pro-
duction credit associations. Despite the fact that old line oil-mill
corporations operate lines of gins and finance the production of cotton
and other crops, there are still many opportunities for independent
development of farmers’ cooperative gins in New Mexico.

CooPERATIVE GINS IN ARIZONA

In 1925 cotton farmers on the Yuma, Arizona-California, United
States Reclamation project developed a rather unusual cooperative gin
association, which was incorporated under the name of the Yuma
Farmers Cooperative Association. During much of the period from
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1925 to 1931 the association operated a line of five gins located at
Yuma and in the brigated country in that vicinity.

The local conditions under which the association was organized pre-
sented unusual obstacles in financing the gins. When the idea of
starting the gins first took root about 1924, cottonseed-oll mill com-
panies in the Yuma territory were advancing funds to farmers for the
production of their cotton crops. In return for the loans, the farmers
practically obligated themselves to patronize gins operated or affiliated
with the company making the loan. This arrangement not only
eliminated all competition for the farmers’ business, but it made it
practically impossible for the farmer who had obtained such a loan to
patronize & cooperative association.

Members of the association, however, felt that the absence of com-
petition which resulted from the closely integrated services of the
cottonseed-oil mill companies penalized farmers in the ginning of their
- cotton, and they were sure thai it led to lower prices for cotton and
cottonseed. Consequently, to remedy this situation they organized
the Farmers Cooperative Association under the cooperative laws of
the State of Arizona.

As the new association formulated its plans for the purchase and the
construction of & number of gin plants, the problem of financing them
became even more difficult since the members had little cash. They
obtained, however, & contract with a cottonseed-oil milling corpora-
tion to sell their cotionseed for the 1925-26 season and to sdvance
them money on this security, Thus, they obtained a portion of the
funds required for purchasing a plant. The price arrangement
between the mill and the association which weas considered favorable
at that time states that—

The price to be paid for prime cottonseed, f. . b. cars Yuma, Ariz., shall be three
times in dollars per fon the priee in cents per pound paid for refined cottonseed oil
on the New York market on the day of shipment, which means tha$ if refined oil
is 10 cents per pound, the price for cottonseed at that time shall be 330 per fon.

Other steps had to be taken since the funds advanced by the mill
were not adequate to start operations. Twenty members, therefore,
borrowed an additional $20,000 on a joint note for this amount.

The venture was a success. Loans were repaid early in the 1925-26
season, snd at the close of the first season’s operations the association
had an investment in excess of $100,0600. Members’ equity in earnings
and in stock investments amounted to approximately §48,000. During
the first season, the 4 plants of the association ginned approximately
10,000 bales of cotton and handled about 4,400 tons of cottonseed for
meinbers. .

Because the volume of business was so large, & number of competi-
tive cottonseed-oil mills in the territory approached the association
for the sale of its cottonseed. A contract with one cil-mill corporation

153140 — 80— %
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was made but it proved to be favorable only at first. Economie condi-
tions became unfavorable and with the changed conditinns, competi-
tive compenies, through more liberal production advances to growers,
were asble to draw business away from the assocution.

At the end of the 1831-32 scuson, the assacintion found itself in dire
distress. The volume of business handled had declined to approxi-
mately one-third that of the previous season. This wus due in part
to competitive financing and in part to a 24 percent reduction in acre-
age and a 50 percent reduction in yield in that territery. Despite
these conditions, however, the association handled approximately 25
percent of the erop in that torritory, whereas in former years it had
handled 38 to 40 percent. Furthermore, it was indehted to the oil
mill corporation for approximately $25,000 which was due and payable.
In the meantime, the loenl banks in Yuma that carried the associa-
tion’s accounts failed and lost for the assofiation approximately
$22,000. The funds were to have been used in liquidating the obliga-
tions to the oil-mill corporation. In addition, the small volume ginned
during the 1931-32 season resulted in & loss to the association of
approximately $17,000.

At the end of the 1831-32 season, therefore, the associgtion owned
properties that were appraised at approximately $150,000; but it was
obligated rather heavily to the oil-mill corporaton, and, in addition, it
could not operate its plants because it had no means of financing the
production of the cotton for its members. Under these conditiona it
was unable to operate for several seasons and was eventually forced
into receivership by its creditors.

A new assoctation was organized in December 1935 by the same
group of farmers. This time it was known as the Farmers Cooperative
Gins of Yuma. Funds for financing the repurchase of three of the
plants owned by the old association were obtained, and the nssociation
began operating in the 1936-37 season under its new name and
charter. Its operating plan is essentially the same as that used by the
original association. During the first season the association ginned
5,697 bales of cotton and handled about 2,450 tona of cottonseed. In
1937-38 it ginned 4,935 bales of cotton and handled 2,200 tons of
cottonseed for its members. The new association iz now practically
out of debt but will be handicapped by the cotton acreage reduction
for the Yums territory for the 1939-40 season. Under these condi-
tions low-cost operations will be difficult. The association ginned only
2,000 bales during the 1938-39 season.

The unfortunate experiences of the earlier association indicate
clearly that farmers must have an independent source of income if
they are to be free to process and market their commodities advan-
tageously. The earlier association was itself handicapped by lack of
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adequate finances. Furthermore, the ownership of a line of gins, some
of which were well-located, successful business units while others were
not, made it necessary for the more successful to earry those which
were not so fortunate. But, in meeting the closely integrated compe-
tition which existed in that territory, the group of gins operating as
2 unit were probably stronger than individual associations. Had the
association been adequately financed and had it had a full line of
services to offer its members, in all probability the early difficulties
would not have been enceuntered.

There has been only one other attempt to develop a cooperative gin
program in Arizona—the gin snd oil-mill program sponsored by the
Arizona Pima Cofton Growers Associgtion of Phoenix (p. 48).

Mississiepl Local CooreraTivE GINS

Mississippi is divided geographically into two cotton-producing
areas, the “Hill"” or uplands, and the alluvial Yazoo-Mississippi
Delta. Geographic, economic, and social differences make solutions
to the ginning problems of cotton farmers somewhat different in the
two sections.

The Delta is especially well adapted to growing staple cotton
known the world over for its fine quality. The plantations are large,
the alluvial soil is highly productive, and the rainfall ample. The
plantation system has continued here, while in most other sections of
the South it was largely sbandoned many years ago. The production
per individual plantation is often so lerge that the volume grown by
12 to 15 plantations is sufficient to support a large gin. A few planta-
tions are even large enough to provide alone sufficient volume for an
entire gin plant. The plantations are operated for the most part
under the sharecropper system, the proceeds of each bale of cotton
and the seed being divided and the cost of ginning shared. The land-
iord usually controls the ginning and settles with his croppers at
current market prices for cotton and cottonseed; he then disposes of
the crop as he chooses. Most of the sharecroppers are colored.

The Hill section, on the other hand, does not have the same ad-
vantages for growing cotton as prevail in the Delta. The soil is
relatively less fertile, the topography rolling, and the farms are small.
The percentage of white population is higher in the Hill section. but
the percentage of literacy among the white people of the Delta is
greater. The economic status of the average Hill farmer is not so
satisfactory, and for that reason it is somewhat more difficult for him
to avail himself of the opportunities offered by the cooperative move-
ment. On the other hand, the average Hill farmer has a greater need
for the services of a cooperative gin than has the planter in the Delta.
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Ficure 6.—A MoperN CooPERATIVE GIN IN THF Mississippl DELTA.
Cooperative gins in the Delta are operating up-to-date equipment.

Early Growth

Cooperative ginning began in the Hill section, and during its early
years was confined largely to that area. In 1924 under the sponsor-
ship of the Mississippi Farm Bureau Federation and the Mississippi
Farm Bureau Cotton Association, just 4 years before the passage of
the agricultural association law by the Mississippi Legislature, the
first cooperative gin was established under the general corporation
laws of the State. Like most gins established in Mississippi prior to
1928 it had many of the aspects of a general corporation, but it was
owned and controlled by farmers, and its earnings were paid out on
the basis of patronage. Other similar gins were soon formed.

In 1931, despite elaborate plans for a centrally owned chain of gins
to be followed later by a federation of local cooperative gins sponsored
by the Mississippi Farm Bureau and the now defunct Mississippi
Farm Bureau Cotton Association, only three cooperative gins and
five farmers’ stock-company gins were operating on a cooperative
basis in Mississippi.

Growth From 7935 to 7938

The cooperative gin movement as it now exists in Mississippi had
its active beginnings in 1935. The Cooperative Research and
Service Division, Farm Credit Administration, assisted materially in
this growth with organization advice and assistonce, and the New
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Orleans Bank for Cooperatives made available its credit facilities to
interested groups.

Expansion of cooperative ginning has not been so rapid in the Hill
ares as in the Delta; at present about 10 gins are located there.
During the 1937-38 season they ginned approximately 30,000 bales
of cotton. These associations have a combined membership of approx-
imately 3,500 farmers. The number of members per association is
considerably larger than that of gins in the Delta area.

During 1935, 7 associations were organized on a cooperative basis
in the State of Mississippi. In 1936, 14 were formed, and in 1937,
25 more associations. At the close of the 193738 season there were
approximately 50 active cooperative gins in the State. They owned
gin plants valued at more than $700,000; and during the 1937-38
season they ginned approximately 135,000 bales of cotton and handled
" 45,000 tons of cottonseed. Of the total, 40 gins are located in the
Delta. These 40 associations have & combined membership of ap-
proximately 700 planters. Figures compiled by the New Orleans
Bank for Cooperatives on the operation of the cooperative gins in the
Delta for the 1937-38 season indicate that these associations made
approximately $3.25 per bale in their ginning and cottonseed opera-
tions for that season.

Membership in cooperative gins in the Delta has been confined
largely to the white farm operators, who are, for the most part, planta-
tion owners. Therefore, the number of members in the average Delta
cooperative gin is comparatively small, usually ranging from 12 to 20
members per association. Under the system prevailing in these
assoclations, patronage earnings of the cooperative gin usually go to
the landlord and seldom to his cropper. Figures 6 and 7 show gins in
the Delta.

Ficure 7.—AN ABANDONED PLANTATION GIN.

Many Delta plantatiém are finding it advantageous to abandon their obsolete gin
equipment for modern cooperatively owned plants.
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The recent development of cooperative gina in Missisaippi representa
an improved pattern of the Oklahoma and the more recently formed
Texas associations. The Misdissippi associations almoat without
exception are capital-stock eooperatives issuing both common and
preferred stock. The majority of them, unlike most cooperative gins
in the Southwest, require their members to sign ginning agrecments,
Practically all gins have adopted a modified form of the revolving
capital plan of financing based on earnings. A number of these nsso-
ciations distribute earnings from the various departments necording
to the amount of member business in each.

Ginning rates in Mississippi are fairly high, and it is possible in mort
instances for cooperatives to make remsonable savings. It is more
difficult to make a2 wide margin or spread in the handling of cotton-
seed here than in the Southwest. The coaperative gins in Mississippi
do not buy cotton; and they are not faced, therefora, with this difli-
culty nor with the possibility of loss in handling bale eotton.

Some inequities occur in their operation. For example, although
ginning charges are assessed on the number of 100 pounds of seed
cotton ginned, only one cooperative gin plant to date is equipped
with & seed secale. The weight of the seed is estimnted from the
weight of the lint and the weight of the seed cotton, arbitrary allow-
ances being made for trash and waste. Although ne aetual informn-
tion is available as to the inequities that mey arise in & practice of this
kind, knowledge of the variations in turn-out indicates that some
members benefit at the expense of others.

There probably is more interest in cooperative gins in Mississippi
at this time than in any section of similar size in the South. The
situation in Mississippi contradicts the belief held several years ago
that cooperative gins could not succeed outside of a relatively small
area in the Southwest, for in Mississippi cooperative gins have proved
generally to be sound investments from which farmers receive material
benefits,

Locar CooreraTIVE GiINs IN CALIFORNIA

Most recent of the States to become actively interested in coopera-~
tive cotton gin associntions is California. During 1938-38 four inde-
pendent local cooperative gins, and four gins belonging to the Cali-
fornia Cotton Cooperative Association were operating in the State.
Indications are that the independent type of cooperative activity will
expand rapidly if it is not too greatly hampered by prevailing methods
of financing cotton production through existing gin and eil-miil
companies,

The first of these local cooperative gins, the Growers Cooperative
Gin, Inc., began operating in the irrigated San Joaquin Valley at
Waseo, Calif., during the 193536 season. It was incorporated on
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February 8, 1935. The Wasco association has leased and operated &
privately owned gin plant sinee that time. Two other local coopera-
tives, the Farmers Coopcrative Gin of Buttonwillow and the Tule
River Cocperative Gin of Tulare, Calif., began operating inde-
pendently during the 1937-38 season. In 1937-38, these three asso-
ciations ginned more than 14,500 bales of cotton and had sarnings of
approximately $48,500, or slightly more than an average of 83 per
bale of cofton ginned. Another association, the Kaweah Delta Coop-
sratlve Gin, began operating in Tulare County near the town of Tulare
in 1938. These three associations have purchased their gin plants,
In addition, five new associations have already been organized m
1939 (March). Records of local cooperative gin associations show
that, during the 193839 season, the 400 members of 4 of the associa-
tions had ecombined ginnings which toteled 20,000 bales of cotton.
In addition, they handled 7,500 tons of cottonseed. Their combined
earnings totaled more than $3 per bale. These averages were unusu-
ally welcome in the face of low cotton prices, acreage restrictions, and
high irrigation costs. If eotton production in California continues to
expand as it his been doing in the past and the volume of ginnings per
plant remains high, there will be considerable opportunity for the
still greater development of farmers’ cooperative gin associations in
the State. California local cooperative gins have benefited mate-
rially from their cooperative enviromment by adopting the methods of
financing used by older and more experienced associations. The
members, as outlined by Otis T. Weaver * are quite aware of the fact
that they must buy and pay for their gin plants. They invested sub-
stantial sums in the capital of their associations when the faeilities
were purchased, but they are continuing to make investments each
time they gin a bale of cotton on the association plant. These in-
vestments or “retains” as they are called are made from money due the
member when he dslivers his cottonseed to the association. Certifi-
cates are issued for such deductions. These are numbered in series.
They amount to $1.50 for sach bale of cotton ginned,

These “retains’ are used to pay off the indebtedness of the associa-
tion. After the asscelation is ouf of debt, the retains, which continue
throughout the life of the association, are used to retire the certificates
which represent the first returns made when the association began to
operate. They are retired in the order in which they were issued.
This is called the revolving plan of financing.

Under this plan the new member, whe may join the assoeciation
from time to thne, is forced to furnish his proportionate share of the
capital needed to finance the association. On the other hand, the
memmber who moves out of the community will have his capital in-
vestment in the association returned to him in o systematic way.

© B Weaver, G.T. Co-0p QNS “STRIEE G0oLD" 1% CauroRNis, Iu News for Farmer Cooperatives, 6:3(15),



38 FARM CREDIT ADMINISTRATION

Under this plan, for the life of the cooperative, each member furnishen
capital in proportion to the business he does with his amociation.
The 100-bale man furnished 10 times as much capital as the 10-hale
man,

ORGANIZATION STRUCTURE AND OpreErRATING PoLiCiES

After 20 vears of operating experience the organization pattern of
local cooperative cotton gins is relstively uniform. It is unusus]
that the operating plans and objectives of these associations should
be so similar considering the wide differences in conditions throughout
the Cotton Belt. However, the prevailing uniformity makes it
possible to outline the generally accepted organization plan of these
associations and also their cooperative features, objectives, finaneial
requirements, the nature of their business, and the problems which
they are facing.

Organi:ation Plan

Cooperative gins use a simple organization plan, Almost without
exception they are local associations whose membership is made up
of farmers in one community or trade territory. The typical coopera-
tive gin has a membership of approximately 100 farmers, who live, on
the average, about 6 miles from the association’s plant.

Limited territories and relatively small memberships result in some
advantages as well as some disadvantages. Direct contact with mem-
bers makes the services of the association more real and tangible
than is possible for gins located outside of the communities they serve.
This is an advantage. On the other hand, the services a local inde-
pendent cooperative gin can offer its patrons are somewhat limited.
Cotton ginning and wrapping probably always will be a distinetly
local service, but cotton marketing needs wider outlets than thase
afforded by the local market. When a local cooperstive gin associa-
tion handles cottonseed that must be sold for its competitors to crush,
it formerly has not been able generally to obtain the maximum return
for the cottonseed. Lastly, when the bale cotton handled by the gin
had to be sold to . 0. b. buyers and others to be marketed, the local
cooperstive gin has generally been unable to get the best possible
price for its members.

The local character of the cooperative gin association need no longer
be a handicap. Even though its sphere of influence is now largely
restricted, federations of cooperative gins are being established to
lengthen and strengthen the arm of the local in the performance of
its strictly marketing functions. Federations in the form of cooper-
ative cotionseed-oll mills sre being formed to crush the cottonseed
of their member gins and return to these associations the net proceads
received from the sale of cottonseed products, mainly oil, meal or
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cake, linters and hulls, Sales of cotton by federations of this type
although limited to date, in the future will no doubt be developed
further.

Cooperative Structure

All cooperative gin associations are now Incorporated under the
cooperative laws of the State in which they operate, and they adhers
rather uniformly to the generally accepted principles of agricultursl
cooperation. Most of the gins formed since 1933 issue capital stock
although a few prefer the nonstock plan. In general, the associations
restrict membership to agricultural producers. Each member ordi-
narily has only one vote, The directors elected annually by the mem-
hers determine the general policies of the association and select the
manager. The manager, in turn, puts policies into effect and looks
after all business affairs. The amount of capital & member may
invest in the association is limited under the statutes, and dividends
on capital do not exceed 8 percent. All earnings or savings above
expenses, deductions for reserves, and payments of dividends on capi-
tal are returned o the member in proportion te the amount of busi-
ness he has dons with the association.

Patronage Dividends

The most desirable method of allocating patronage dividends pro-
vides for distribution of net incomes according to the amount of busi-
ness each member does with each department of the business. These
departments are ginning proper, bagging and ties, cottonseed, bale
cotton, and general farm supplies. Dividends on ginning are paid on
the basis of the number of hundreds of pounds of seed cotton ginned,
and for bagging and ties it is so much per pattern. For cottonseed
patronage dividends are paid according to the number of tons deliv-
ared to the sssociation, while for bale cotton earnings or losses are dis-
tributed on a per bale basis to those selling cotton to the association.
There are, however, complications with respect to allocating losses in
handling bale cotton and these losses cannet always be so distributed.
Dividends on the handling of farm supplies are based on the number
of dollars worth of supplies purchesed from the assoeiation.

Gbjectives in Cooperative Cotion Ginning

The boards of directors of cooperative gins, in general, obviously
have had no illusions as to accomplishments possible for the gins. The
articles of ineorporation or the bylaws of the averags cooperative gin
record no desire to stabilize cotton markets, to minimize speculation
and waste, to influence cotton prices, or o increase returns to mem-
bers by orderly marketing. Thus, in contrast with the avowed purposes
of the average cooperative cotton marketing association, their state-
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ments of purpose are usually simple, direct, practical, and confined
largely to ginning and related services and in some instances to han-
dling farm supplies for members.

The services of a cooperative gin are distinctly local; its influence
as an individual associntion does not reach far beyond the community
in which its plant is located. Groups or federntions of independent
cooperative gins, however, may have power and strength which will
ultimately be felt through the entire cotton marketing and eotton-
seed crushing industries.

The cooperative gin then is & local service organization which at-
tempts to give its members cotton ginning and closely related services,
More specifically, the objectives of the average cooperative gin assn-
cistion as it is now operated sre:

1. To return to its members all savings or earnings made from gin-
ning and wrapping cotton et prevailing rates. These savings either
may be paid to the member es cash patronage dividends or may be
credited to him as an increased equity in the assets of the asssociation,

2. To obtain for its members the pet price received from the sale
of cottonseed to oil mills; or, to return full proceeds from the sales
made by its own cottonseed-oil milling fucilities, less expenses.

3. Through the most modern ginning equipment to obtain maxi-
mum grade from seed cotton ginned and to preserve maximum staple
length. Cooperative gin plants are above average in modern equip-
ment (fig. 8).

4. By an efficient ginning service to save members a8 much time
as possible at the gin.

5. To provide convenient local markets for members’ eotton and to
aid them in obtaining the highest possible prices for it.

6. To assist members in improving the quality and the salability of
their cotton, through better production, harvesting, ginning, wrapping,
handling, and marketing practices.

7. To bhandle general farm supplies that are desired by members.

8. From time to time to offer such other services as the membership
desires,

8. To cooperate with other cooperative agencies in collectively mar-
keting cotton and crushing cottonseed whenever beneficigl to the asso-
ciation and to the individual member as s cotton producer.®

Financial Requirements

The cooperative gin associations have financed the purchase of
their gins in several ways. Most of them own and operate plants with
5 stands that have 80 saws per stand. The price for new plantsol
this size with the necessary cleaning and other equipment averages

8 Herrmaon, O. W. COOPERATIVE GINFIXG TAXES FAST BOLD, in News for Farmer Cooperatives. 3 (8):
(B-11) 1934,
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FIGUR.‘E. 8.—A CooreraTIVE GIN PLanT IN NEw MEexico.
Cooperative gin plants are among the most up to date in equipment and facilities.

from $25,000 to $45,000. The price for existing facilities is well under
those figures; but both require a long-time financing plan. In the
past, these funds have been borrowed from commercial banks, cotton-
seed oilymjlls, gin machinery companies, and others. At present, a
majority of the new associations are obtaining funds for the financing
of their physical facilities from the various banks for cooperatives.
The banks for cooperatives can lend up to 60 percent of the value of
the facilities for periods of from 6 to 8 years at 4 percent interest,
provided the association’s members raise the other 40 pereent of the
purchase price. The indebtedness is usually paid from the earnings
of the association at a rate varying from 85 cents to $1.50 per bale of
cotton ginned. These earnings represent amounts that would be
used as cash patronage dividends if the association were out of debt.
In many instances, associations have been known to pay off their
loans after 2 or 3 seasons of operation.

In addition to funds for financing the physical facilities of the
association, & certain amount of operating capital is required, espe-
cially at the beginning of the season, to purchase bagging and ties; to
make repairs on the plants; and to meet pay rolls, current operating
expenses, and expenses connected with the handling of cotton and
cottonseed. Early in the season, when expenses ordinarily exceed
income, some short-time financing is necessary for this purpose.
These funds are usually obtained from cottonseed-oil mills, commer-
cial banks, or the-banks for cooperatives.

A number of the cooperative gin associations are adopting the
revolving-fund method of financing. Under this method additional
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shares of stock or other certificates of equity are issned each season
in the place of cash patronage dividends for all or part of the net
earnings. After the desired amount of capital has been accumulated
by the association, outstanding stock or certificates of equity in an
amount equal to the amount of new stock or certificates issued each
year is retired. By this means the property interest of the membern
who cease to patronize the association is graduslly retired, and the
ownership end the control of the association are kept in the hands
of active member-patrons. Under this method new and old members
are permitted to acquire s financial interest in the association on the
same basis.®

In certain areas, particularly Californis, the cooperative gin organ-
ization plan provides for a retain of a fixed amount per bale instead of a
percentage of net income to be deducted for capital purposes. When
the capital-retain method is used, an amount usually $1 to $1.50 per
bale ginned for each patron, is deducted from the amount remaining
to his credit. This is in addition to the customary charge for ginning
and bagging and ties but has no relationship to it. This amount is
retained by the association for capital purposes, and certificates or
shares of stock are issued therefor. These are revolved as mentioned
above.®

The Business of the Local Cooperative Gin

The principal business of the cooperative gin association is to gin
cotton, that is to separate the fiber from the seed. This activity is
distinetly a processing service. No ownership of the commodity is
involved. When about 500 pounds has been ginned, the fiber is
wrapped, pressed, and bound with steel to form the bale, which is then
turned back to the farmer for sale. Most of the more progressive
cooperative gin associations buy only remnants; that is, lota of cotton
insufficient to make s standard-weight bele. However, competition
forees some to buy cotton in order to hold their ginning business,

The experiences of cooperative and other gins in cotton buying have
been most unsatisfactory, first, because to attract business they delib-
erately buy cotton at a price above that for which it can be sold, and
must therefore ordinarily deduct these losses from the net incomes
from ginning and wrapping or from handling cottonseed. Second,
they buy cotton without sufficient attention to quality.

The handling of cottonseed is an important source of revenue to a
gin. ‘Therefore practically all gins handle it as a part of their regular
business. Customarily the farmer pays for the ginning and wrapping
of bis cotton out of the receipts from his cottonseed and receives only

# For a maore cemmplete discussion of the revolving type of financing for cooperative xine, ses Weaver, O.
T., snd Prickett, U. H., PRINCIPLES AND FROCEDURE FOR ORGANIZING OOOTEEATIVE Gixg. ¥. C. A. Cire,

C-Ic8, 86 pp.; 1939,
% Sen referenpe oitad In footnote 33.  Art. X, sec. &, and footnote 29,



COOPERATIVE COTTON GINNING 43

the balance remaining. The cooperative gins ordinarily pay patrons
current local market prices for cottonseed.

Since cottonseed-oil mills operating in the territory fix the margins
that shall be maintained between the price paid the farmer and the
price the gin receives from the seed acqulred from the farmer, they
determine the current local market prices for cottonseed. The margin
usually amounts to from $2 to $3 per ton, minus a handling expense
of approximately 50 to 75 cents per ton. These handling margins
generally enable the cooperative gins to carry on cottonseed opera-
tions without losing money.

Even though margins are rather safe as far as the cooperative gin is
concerned, this does not indicate that prices paid by mills to the asso-
ciation are entirely satisfactory. On the contrary, data gathered from
cooperative cottonseed-oil mills in recent years indicate that farmer-
members of cooperative gins could make substantially higher net
incomes if more of them operated their own cottonseed-oil mills. At
the present time two federations of cooperative gins are operating oil
mills, One of the federations is made up of 27 cooperative gins and
the other of 80.

It is a widely accepted practice of cooperative gins to charge prevail-
ing rates for ginning and for bagging and ties, and at the end of the
season, after all expenses have been paid and necessary reserves set
aside, to return to their member-patrons in patronage dividends the
amount of the overcharge. For several reasons, cooperatives are
seldom unwise enough to follow a cutthroat policy in determining
charges. In the first place, it would be difficult to determine in ad-
vance just what charges would equal the actual expense of operation,
because volume of business (fig. 9), length of season, labor conditions,

"FIGURE 9.—WAITING AT THE GIN.

The volume of business varies widely from scason to scason.
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end operating expenses vary. Then again, an attempt to gin cotton
at a lower rate than that charged by competitors usually resulis in
price wars and destructive competition. If an association is in a
weak financial condition, competition of this tvpe will lead to its failure.

Charges for ginning usually range from 25 to 30 cents per 100
pounds of seed cotton and for bagging and ties approximately from
$1 to $1.50 per pattern. Charges based on the weight of sced cotton
are more equitable than flat per bale charges, because amounts of
seed cotton necessary to gin out a 500-pound bale vary widely, and
because bale weights also differ. Margins in the handling of bagping
and ties are fairly wide and, therefore, are a profitable source of reve-
nue for the cooperative gin.

Many gin associations have found it profitable to handle a line of
general farm supplies for their members. By deing so, they can offer
substantial savings in purchases principally of feeds, seeds, fartilizer,
gas and oil, insecticides; and at the same time they can keep a year
round staff profitably employed at the gin throughout the entire year,
The average gin operates less than 6 months of the year.

Problems of Local Cooperative Gins

Cooperative gin associations are made up for the most part of
cotton producers who have had little previous experience with coop-
erative organizations or business affairs not directly connected with
their farming activities. This inexperience, with which generaily
comes a lack of understanding of cooperative and business proceed-
ings, has given rise to many difficulties. Thus, despite the fine show-
ing made by cooperative gin associations in general, many associa-
tions are facing membership, financial, and operating problems serious
enough to endanger their future success as cooperntive businese in-
stitutions. Unfortunately many of the associations were not praperly
organized at the outset. This was not realized until it was too late.

Participation, however, in cooperative activity of this type has
given farmers an unusual opportunity to mcquaint themselves with
cooperative principles and practices, and to see the benefita that come
from intelligent group action. The treining thus acquired should be
helpful in the future in developing sound cooperative cottonseed
crushing and cooperative cotton marketing associations,

More important among the problems confronting the local coop-
erative gin associations today are the following:

1. There is a membership problem. Many members often think
of their assoclation as another commercial econcern, and it is true that
they sometimes receive almost the same treatment from the associa-
tion as they would from s commercial concern operating for profit.
Such lack of understanding of association objectives may lead to dif-
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ficulties, particularly when competitive forces drive down ginning
charges and margins in handling cottonseed.

A majority of the cooperative gin associations have no membership
policies. Membership education is badly needed in both new and
old associations. Unfortunsately many of the older associations have
not attempted o stimulate interest nor to obtain new members even
though the increased volume that would be acquired by enlarged
memberships would benefit them materially, especially when decreas-
ing production through crop restrictions must be met with added
emphasis on building up membership.

2. The financial policies of many cooperative gin associations need
revision. Since only a few associations aqualize the burden of financ-
ing the gins among members, serious inequities result. For example,
new members often may come into the organizations without financial
participation of any kind. A revolving type of financing which would
distribute the burden of financing equally among members is badly
needed by many associations.

3. Cooperative gins do not build up sdequate reserves to take care
of the unforeseen losses that cceur in every business, cooperative or
otherwise.

4, Dividend policies of most associations are unsound in many
respects. In the first place, the size of the balance in the bank alone
often determines the total amount of patronage dividends to be de-
clared for cash payment to members. In the second place, dividends
have been allocated by most associations in the past on a running-bale
basis without regard for the amount of business done by each member
with each of the seversl departments. Departmentalizing dividends
is now widely advocated for insuring equitable treatment of members
in the payment of patronage dividends. Under this plan separate
dividends are paid on ginning and wrapping, cottonseed, cotton, and
farm supplies.

5. The cotton-buying and cotton-selling policies of most of the
gins are unsound. In buying cotion, they seldom settle on a quality
basis. This discourages improvement in the quality of cotton offered
the gin and leads to inequitable treatment of members. Morsover,
buying transactions usually bring s loss that must be charged against
income from other departments. In this way some members benefit
at the expense of others. In marketing lint cotton officials have made
little attempt to improve their methods and system of marketing.
This is one of the serious problems facing cooperative gins.

6. Some cooperative gin officials do not have a correct idea of
what makes a good job of ginning. Many of them have a volume
complex that leads them to desire increased volume regardiess of the
quelity of work done.
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7. The plants of cooperative gins in many communities are too
large for the average volumes supplied by their patrons. Maintain-
ing these facilities often leads to higher expenses and smaller returns
to members. Such associations need more members to bring their
average volumes in line with plant capacities. Volume should not
be increased, however, at the expense of existing coocperatives in
neighboring communities, Such competition is ususlly wasteful.

8. Cotton ginning is a seasonal business, and therefore many asso-
ciations would profit by introducing side lines such as farm supplies,
gas, and oil. Recently the operation of refrigerated food-locker
services in connection with eocoperative gins has become a possibility
of some importance. Side lines become increasingly important as
margins from other lines are narrowed.

9. Many cooperative gin officials do not realize the necessity for
and the value of cooperation among cooperative gin associations, On
the contrary some managers feel that they can do a better job of sell-
ing cotton and cottonseed alone then can be done by uniting their
efforts with other associations. When cooperative officials generaily
understand the limitations of local gins in selling cotton, much progress
can be made by developing federated sales services for groups of gins.

10. In some areas the problem of organizing more than one cooper-
ative gin association in a town has appeared. More than one asso-
ciation in & community almost always leads to severe competition,
and members of neither gin receive the maximum benefits of coopera-~
tive setivity.

GIN PROGRAMS OF THE COTTON MARKETING
COOPERATIVES

IT MIGHT appear from the foregoing discussion that all efforts

to solve farmers’ ginning problems from 1919 {0 1933 were made
by groups of farmers working through local independent cooperative
gin associations. This, however, is not the case, During the period
from 1924 to 1933 State-wide cotton marketing cooperntives, which
for the most part operated gins under the supervision of one central
unit, alse began in several States to attack ginning problems. Despite
a different approach the original objectives of these State-wide asso-
ciations were practically the same as those of the independent local
cooperatives,

Several reasons were generally advanced why State-wide associa-
tions could serve communities more satisfactorily. It was believed
that they would be better able ﬁnancmlly to purchase and operate
ginning facilities; and that cotton ginning and cotton marketing,
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which are so intimately tied together, should be combined to form
one stronger system. Furthermore, farmers’ gin companies in gen-
eral had been unfortunate in their experiences. It must be remem-
bered that there was no program until 1933 for financing loeal coop-
erative gins through banks for cooperatives such as is available at the
present time. Lastly, something had to be done quickly te reduce
excessive ginning charges and fo improve ginning services.

Marketing association officials favored the development for several
reasons. First of all they had reserve funds which they wished to
invest in enterprises that would benefit their members. Second, they
realized keenly the inherent weaknesses of their operating set-up
which had failed to provide enough contact with members in local
communities. In some cases distance slone was an impediment to
building members’ confidence in the association. Since all cotton
must be ginned, these officials felt that a cotton-ginning service might
provide the loeal contacts desired. Third, the problem of main-
taining deliveries also dogged the steps of these officials periodically,
making it necessary for them to resort to various devices and sub-
sidiary activities to increase deliveries. Among the side lines that
seemed best adapted to meet their problems were crop-production
loans, supply associations, warehouses, oil mills, and lines of gins.

Operation of gin facilities would have several other advantages. It
would cut down assembling expenses that had been extremely high.
It would make possible a large-scale cotton improvement program with
loeal gins providing eontact points with the farmers. Farmers would
be able to place their cotton on the market not only in better condition
but at costs more reasonable than those previously pessible, A line of
gins owned and operated by & cotton cooperative might handle cotton-
seed to a better advantage because volume would be larger. Further-
more, the association officials felt that gins thus owned and operated,
with operations spread over a wide area, could resist competitive price
tactics better than isolated separate groups of farmers. Lastly, under
this arrangement it might be possible to handle large quantities of farm
and gin supplies through a centrally controlled organization and
thereby meke substantial savings for members.® For these and other
reasons large-scale central marketing associations in Texas, Georgia,
Mississippi, Alabama, Arkansas, and Arizona entered the ginning
business. i

It is clear that the philosophy of strong, centralized control prevailed
in the thinking of cotton association officials during the period from
1624 to 1932 as well as in the Federal Farm Board during the period
of its existence {1929-33). It was believed that it was more logical
for the whole marketing and ginning structure to be owned and con-

® Hathoock, [. 8. BOSSIFLE SEEYICES OF COGPREATIVE COTTON GINS, U. 8. Dapsrtment of Agziculture,
Bureau of Agricuitural Economies, 13 pp. 1038, [Mimeographed.] See pp. 8-9.
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trotled by the State cooperative cotton marketing organization than
for a group of local independent conperative gins to own and opsrate
a ginning business and possibly & cooperative cotton ralea agency.
Financial assistance by the Federal Farm Board was conristently
denied local cooperative gin associntions with the suggestion that they
might obtain assistance if they would organize or become memberm of
an overhead association. Loans might then be made to the central
and by it to the local assaciation. The desires and interests of indi-
vidual farmers were largely overlooked in this philosophy of central-
ized control.

Arizona Piva CotroN GROWERS ASSGCIATION

Arizona growers of the long-fibered American Egyptian cotlon in
1921 organized the Arizona Pima Cotton Growers Association with
headquarters at Phoenix. The association was formed primarily for
the purpose of marketing the cotton of its members. Soon after
operations began it became evident that expansion to lines other than
marketing would be necessary if the membership were to be adequately
protected.

In 1023, as a result of high ginning rates and loew prices for cotionseed, & sub-
sidiary compsany was formed, the Arizona Cotton Processing Co., all the common
atock being owned by the Arizena Pima Cotton Growers. To this company the
aaszociation loaned ita reserves, amounting to sbout $00,000, and the esmpany
in turn purchased & onefourth interest in the Miutual Cotton & Oil Co., a local
corporation owning sbout 15 gins and 2 oil mills. The Arizena Cotton Procesaing
Ce., for this ore-fourth interest, paid $63,000 in cash and exccuted notes for
$75,000 and $43,000.%7

The sassociation’s program aand facilities, therefore, consisted of a
cotton sales organization, which in turn operated through a subsidiary
line of gins, and in part ownership, an oil mill. The members believed
and the officials felt that this represented a well-rounded program
which would adequately protect members from exploitation and insure
them the highest possible price for their cotton and cotionseed.

After 2 number of years of unfortunate experiences that involved
privately owned gins and oil-milling corporations, the parent ssso-
ciation and the subsidiary went into receivership in 1930. Contribu-
uting largely to the failure was the central association’s lack of con-
trol over the ginning and eil-milling facilities. Such contrel would
probably have kept the association operating to the advantage of ita
members. Furthermore, the decline in the price of cotton and the
general economie conditicus during the early part of the depression
helped to bring sbout the liquidation.

% Gatlin, Gearge 0. COOPERATIVE MARKEETING OF cOTION. L. B, Department of Agricuiture Boil
1292, 48 pp.,illus. M. Beap. B
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Tue Georcia CorTON AssociaTioN (GINs

The Georgia Cotton Growers Cooperative Association, with head-
quarters et Atlanta, Ga., started a coeperative gin program which was
in sharp contrast to more centralized plans of operation. Under this
plan, & number of gins would each become a nucleus around which
cooperative community centers would be built.¥ The community
center plan was developed by the general manager of the association
shortly aiter be had visited Denmark in 1925.

Just prior to the 192627 season, the association either purchased
or built 4 min plants, which began opersting during that season.
Between 1927 and 1930, 8 more gins were bought to make a total of
12 new or used plants. The gins scattered throughout the State were
located at Tignall, Wrens (2 plants), Powder Springs, Omsha, Cadwell,
Esom Hill, Cedartown, Gore, Middletor, and Morris Station. In a
sense they were subsidiary to the Georgia Cotton Growers Association
since the associastion controlled their common stoek. They were,
however, each separately incorporated under the laws of Georgia
and not, as -one might have expected, bound together imto one
organization.

The initial capital for the purchase of the first four gins was supplied
by the Growers Finance Corporation, a subsidiary for making crop
loans. Later these accounts were transferred to the Growers Supply
Corporation, and in the end the gins came under the control of the
board of directors of the Cotton Growers Association.

The Georgia Cotton Growers issued shares of stock which were sold
to individuals and farmers in the community. It advanced the capital
required by the local associations and held as security deeds to the
properiy, notes from the gin corporations and from individual stock-
holders, and in some cases personal notes of boards of directors.
All earnings above cost were to be turned over to the Georgia Cotton
Growers in payment of the indebtedness. Earnings, however, failed
to materialize; local members were not called upon to pay their stock
subscriptious or notes; and in the end the Cotton Growers furnished
all the capital.

The associations were organized with both commeon and preferred
stock. The stock was made up of approximately 10 percent common
held by the association, and 90 percent preferred. The preferred
stock consisted of class A or community stock, which might be sold
to anyone in the community; and class B stock, which was scld to
producers. Common stock had a par value of $1; and preferred
stock, a value of $10 per share. It was the policy of the asseciation

® Buchenan, B. F. TEE DEVELOFMENT OF COOPERATIVE COPTON GINS IN GROBGIA. Preliminary repord.

U. 8. Departmesat of Agriculture, Buresu of Agricultural Ecopomics. M pp. 1927, [Mimeographad.]
Seop.1. ‘
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trolled by the State cooperative cotton marketing organization than
for a group of local independent cooperative gina to own and operate
a ginning business and possibly a cooperative cotton sales agency.
Financial assistance by the Federul Farm Board was consiatantly
denied local cooperative gin associations with the suggestion that they
might obtain assistance if they would organize or become members of
an overhead association. Loans might then be made to the central
and by it to the local association. The desires and interests of indi-
vidual farmers were largely overlooked in this philesophy of central-
ized control.

Arizona Pima CotroN GROWERS ASSOCIATION

Arizona growers of the long-fibered American Egyptian cotton in
1921 organized the Arizona Pima Cotton Growers Associntion with
headquarters at Phoenix. The association was formed primarily for
the purpose of marketing the cotton of its members. Socon after
operations began it became evident that expansion to lines other than
marketing would be necessary if the membership were to ba adequately
protected,

In 1923, as s result of high ginning rates and low prices for cottonmeed, & sub-
sidiary eompany was formed, the Arizona Cotton Processing Co., all the common
stock being owned by the Arizona Pima Cotton Growers. Thn this company the
sssociation loaned its reserves, amounting to ahout 300,008, and the company
in turn purchased a one-fourth interest in the Mutua! Cotten & Gil Ca., a loesl
corporation owning sbout 15 gins and 2 oil mills. The Arizona Cotton Procossing
Co., for this one-fourth interest, paid $80,000 in eash and executed notes for
$75,000 and $43,000.%

The association’s program and facilities, therefore, consisted of a
cotton sales organization, which in turn operated through & subsidiary
line of gins, end in part ownership, an oil mill. The members believed
and the officials felt that this represented a well-rounded program
which would adequately protect members from exploitation and insure
them the highest possible price for their cotton and cottonseed.

After a number of years of unfortunate experiences that involved
privately owned gins and oil-milling corporations, the parent asso-
ciation and the subsidiary went into receivership in 1930. Contribu-
uting largely to the failure was the central assoriation’s lack of con-
trol over the ginning and oil-milling facilities. Such control would
probably have kept the association operating to the advantage of its
members. Furthermore, the decline in the price of cotton and the
general economic conditions during the early part of the depression
helped to bring about the liquidation.

¥ Outlin, George 0. COUPERATIVE MARELTING OF COTYOE. 1. 8. Department of Agricuiture Hull
1392, 48 pp., (llus. 1026, Bee p.8,
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Tae Grorcia CorTon AssoCIATION (GINS

The Georgia Cotton Growers Cooperative Association, with head-
quarters at Atlanta, Ga., started a cooperative gin program which was
in sharp contrast to more centralized plans of operation. Under this
plan, & number of gins would each become a mucleus around which
cooperative community centers would be built.*® The community
center plan was developed by the general manager of the association
shortly after he had visited Denmark in 1925.

Just prior to the 1926-27 season, the association either purchased
or built 4 gin plants, whick began operating during that season.
Boetween 1927 and 1930, 8 more gins were bought to make a total of
12 new or used plants. The gins scattered throughout the State were
located at Tignall, Wrens (2 plants), Powder Springs, Omaha, Cadwell,
Esom Hill, Cedartown, Gore, Middleton, and Morris Station. In a
sense they were subsidiary to the Georgia Cotton Growers Association
since the association controlled their common stock. They were,
however, each separately incorporated under the laws of Georgia
and not, aw-one might have expected, bound together into one
organization,

The initisl capital for the purchase of the first four gins was supplied
by the Growers Finance Corporation, a subsidiary for making crop
loans. Later these accounts were transferred to the Growers Supply
Corporation, and in the end the gins came under the control of the
board of directors of the Cotton Growers Association.

The Georgia Cotton Growers issued shares of stock which were sold
to individusls and farmers in the community. It advanced the capital
required by the Jocal associntions and held as security deeds to the
property, notes from the gin corporations and from individual stock-
holders, and in somse cases personal notes of bosrds of directors.
All earmings above cost were to be turned over to the Georgia Cotton
Growers in payment of the indebtedness. Earnings, however, failed
to materialize; local members were not called upon to pay their stock
subscriptions or notes; and in the end the Cotton Growers furnished
all the capital.

The associations were organized with both ecommeon and preferred
stock. The stock was made up of approximately 10 percent common
held by the association, and 90 percent preferred. The preferred
stock consisted of class A or community stock, which might be seld
{o anyone in the cominunity; and class B stock, which was sold to
producers. Common stock had a par value of $1; and preferred
stock, a value of $10 per share. It was the policy of the association
m& F. THT DEVELOPMENT OF COGPRRATIVE COTTOR GINSIN GEORGIA. Preiiminery report.

¥. 8. Departmsot of Agrioultars, Burean of Agricuiturel Economics. 2¢ pp. 1927, [Mimeographsd.]
Seoe p. 1. .
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not to proceed with organization in a community until at least 50
percent of the stock had been turned over to farmers and a note or
cash had been received in return. The majority of the stock was to
be held by local farmers. What remained unsold waa to be held
available for purchase by producers at par value.

Since the holder of each share of commeon or preferred stock had one
vote, the Cotton Growers had majority control of the local associ-
ations. By mutual agreement, however, it did not participate in the
election of the local officers and the boards of directors. The hoands
of directors of the local associations consisted of five to nine members
assisted by a supervisory committee. The board and the committee
were elected annually,

Growers’ earnings of each local gin corporation were allocated aa
follows: )

1. All expenses of operation, maintenance, upkeep, improvements,
depreciation, taxes, and betterments were paid first.

2. After paying these expenses, & reserve fund of not to exceed 5
percent of the net income was set aside.

3. Dividends not to exceed 8 percent could be paid on ali stock.

4. Patronage dividends were then declared on all cotton st each gin.
Payment was made to each individual member on the basis of his
cotton delivered to the Georgia Cotton Growers Cooperrative Asso-
ciation. Only members received cash dividends. All other divi-
dends, that is, those made on nonmembers’ ginnings and on members’
cotton not delivered to the Cotion Growers, were turned over to the
Georgia Cotton Growers for organization and promotion of new gins.
Income on cottonseed and bagging and tiez was returned to membem
on a per bale basis.

In general, until 1930 the Cotton Growers worked actively in
otpanizing the locals, and then after getting them started it withdrew
and allowed each board of directors to manage the affairs of its
association practically without supervision.

From the beginning of 1930 the central office exercised greater
control over the local associations and either hired or agreed upon the
managements selected by the local boards of directors.®

‘The Georgia Cotton Growers cooperative gin plan is a good example
of what often follows promotion from the ‘“top down.” The local
groups were given considerable sutonomy in the beginning, but
because the association had control of the common stock, it was
virtually able at any time to dictate the policies of each loeal group.
Furthermore, the member-patrons of each local gin had very little
financial interest in their plant, since their notes although negotiable,
were given more or less as & matter of form with the understanding

® Hormam, 0. W. 1SR GRORGI: COOPERATIVE oix aErvy, Federsl Farss Board Sperial Eeport.
1961, [Copoeblished §
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that payments upon them would be taken out of earnings. No cash
was collected in payment for stock. Under these circumstances
members of the local gins placed the responsibility for suecess of the
gin on the Cotton Growers and failed to assume the responsibility of
managing its affairs,

In 1932 the Georgia Cotton Growers Cooperative Association and
its subsidiaries were placed in receivership. Unfortunately the plants
were sold te private individuals, not to local cooperative associations,
as had been done with the plants of the Texas Cotton Growers Gin
Co. (p. 51-54); and with these sales, as often happens when the gins
are not owned and controlled by the farmers in local communities,
all traces of cooperative gin activity in Georgia disappeared.

Tue Texas Corron Growers G Co.

The most extensive venture of cotton cooperatives in ginning cotton
was sponsored by the Texas Cotton Growers Gin Co., & subsidiary of
the Texas Cotton Ceoperative Association of Dallas, Tex. This cot-
ton gin subsidiary was organized in June 1927. Until April 1928 the
company was talled the Texas Cotton Growers Gin Holding Co., then
it became the Texas Farm Bureau Gin Co., and in May 1930 it took
its present name. The preliminary plans of organization called for
the establishment of a eentral holding company and local gin associa-
tions at points where the cotton association membership and the
volume of business were sufficient to support & gin. By 1928 the
central company had under its general supervision 16 local gins, each
with its own local board of directors. It operated actively uniil
1933 at which time plans were devised for the sale of its plants to
local independent associations. The Texas Cotton Growers Gin Co.,
therefore, still operates only a few unsold plants.

Each gin was organized as a separate corporation with capital stock.
Of the stock 49 percent was held by local members and 51 percent by
the cotton marketing association. Stock could be cwned by members
only. Each share had a par value of $100. In selling stock one
serious mistake was made. Instead of requiring each member to
pay cash or part cash, the association took notes with the general un-
derstanding that they would be paid from earnings of the corporation,
and by following this policy it missed & real opportunity to tie the
local membership into its program in a tangible way.

The bylaws provided that dividends not to exceed 8 percent would
be paid on all stock. Of the net income available for distribution 60
percent was to be paid to the members, allocations being made pro-
portionately with patronage; and 40 percent to the association. Non-
members did not participate in the earnings in any way.

As the plan swung into operation very little cash was paid in by
members. The gin company advanced the entire amount required to
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purchase the gins from funds supplied by the parent assaciation from
its accumulated reserves, The members’ notes were not retired out of
earnings as the original plans directed; therefore, the notes of the
farmer-members and the stock remained in the hands of the gin
company.

Changes in the program scon were made. In 1928 the new company
was incorporated under the cooperative laws of Texas largely to obtain
the benefits and the exemptions provided by such laws. At that time
the authorized capital was increased from $200,000 to $1,000,000.
All stock in the company, except the directors’ qualifying shares, was
owned by the Texas Cotton Cooperative Association. The 1930
amendments again reverted to the original 1927 plan to give the local
groups more responsibility in delivery policies and in control of the
local gin plants. Well meaning as these plans were, they were never
realized. The gin company continued to operate strictly under the
control of the central board of directors, and its general manager
was respousible for the affairs of all locals. Few local groups were
given any responsibility. Consequently, there was considerable dis-
satisfaction, and this eventually was partly responsible for the liquida-
tion of the corporation and the sale of plants to local cooperative gin
associations.

The ginning operations of the subsidiaries were quite gratifying but
their cotton operations proved disastrous. The original 16 gin plants
ginned about 27,600 bales of cotton during their first season, 1927-28,
and made & net income of nearly $70,000 after adequate amounts for
depreciation had been deducted. The second season the number of
gins was increased to 34, and the volume increased te more than
52,000 bales. The season ended, however, with a loss of sbout
$250,000, after $30,000 had been charged off for depreciation. The
1929-30 season was an extremely unfortunate one for the gin company,
which at that time incurred the losses that finslly led to abandon-
ment of the plan for central ownership of a line of gins. The asso-
ciation, however, purchased cotton as usual from its patrons that
season. Instead of selling the spot cotton each day or hedging its
receipts, the company speculated upon the advice of the parent asso-
ciation and the American Cotton Growers Exchange. The final result
was & loss of $436,000 on its cotton account. During four of the
first six seasons the gin company made losses totaling over $850,000
after charging off depreciation. In the remaining two seasons the
company made a net income of approximately $100,000, after depre-
ciation had been charged off. During the first 6 years $500,000 was
charged off for depreciation and $125,000 spent on repairs.

At the peak of its development the Texas Cotton Growers Gin Co.
operated 38 plants scattered over the State but located for the most
part in northwest Texas. Some of these plants were well located and
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Figure 10.—A Texas Corron Growers Gm CosmpanNy PLANT.

The modern {acilities built from 1924-30 and operated by the Texas Cotton Growers
Gin Co. raised competitive standards in Texas.

made substantial earnings each season; but others were poorly located
or had little local support and lost money each year. Since the good
plants had to &arry the poor ones, and the burden was heavy, patron-
age dividends were paid nowhere and dissatisfaction arose among
members in communities where the local units had considerable sup-
port and were prosperous. Under the original plan the members
had been promised substantial savings from the operstion of the
plants, but losses in handling cotton prevented payment of patronage
dividends at any time during the entire existence of the corporation.
This fact was rather disheartening and members soon felt that their
only advantage in patronizing the gins was the protection it gave their
equities in the reserves of the parent association.

Gradually as dissatisfaction grew, a plan was developed for the
liquidation of the gin company and the sale of the local plants. The
plants were appraised; and, with the exception of thres, they were
sold to local independent cooperative gin associations organized to
purchase them. Most of thess local associations were financed ini-
tially by the Houston Bank for Cooperatives, and the Texas Cotton
Growers Gin Co. In several instances the gin company gave further
valuable assistance to groups in distress, generally in order o protect
its second mortgages.

It is believed by the present manager of the association that failure
to show earnings may be traced to (1) cutthroat competition aimed
at choking the movement in its infancy; (2) serious cotton losses in
1928 and 1929, for which the cotton association was jointly responsible;
(3) division of the cotton territory of the State among a number of co-
operative marketing sssociations—this eventually led to discontinua-
tion of the I-percent reserve deductions and te sale of the gins for the
purpose of returning old reserves especially to the members outside
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the territory covered by the parent association; (4} depressed prices
and markets from 1929 to 1933.

With improved business conditions the nperntmg results of these
same plants under ownership snd control of independent local asso-
ciations have been extremely gratifying; in fact, most of them are
well on the way toward liquidation of the purchase price of their
plants after only two or three seasons of aperation.

Members who were critical of the old plan are satisfied now because
they own and control their associntions. Most of the associntions
have not distributed cash patronage dividends to date, but they have
had unusually good earnings and have set up reserves to the credit of
the member-patrons gs equities in the assets of their association,

Despite the fact that the gin program of the Texas Cotton Coopera-
tive Association has been abandoned, it accomplished much good
through the modern facilities which it built and operated {fig. 10).
Ginning rates in the areas where it operated beeame more rensonable,
gin equipment improved materially, and service became an important
part of the program of all gins.

Mississippr FARM BUrReEau AND COTTON ASSOCIATION
ProGraMms

The Mississippt Farm Bureau and its protege, the Mississippi Farm
Bureau Cotton Association, sponsored & cooperative gin program in
the Hill section of Mississippi. The objectives of the program wore
similar to those of other cotton associations of that time. A gin at
Moselle first organized as a atock company in 1924, later became the
first gin in Mississippi to operate on & cooperative basis. In 1928 a
second, the Magee Gin Co., was formed. The Moselle gin still oper-
ates under the general corporation laws of the State, whereas the
Magee gin was recently reorganized under the Agricultural Associa-
tion Law of 1928,

The first gin to be organized under the Agricultural Association Law
was established at Ellisville, Miss., in 1928. It was financed in part
by local grower-members and in part by the Mississippi Farm Bureau
Federation. It was the first of a line of gins the Farm Bureau
organized under—

a federated noncapital stock plan which provided for local ownership of gins
through issuance of debenture bonds and for ginning and seed malex contracts
with local members at local gins. It was proposed that the central federation
would exist for the purpose of pooling and marketing cottonseed and writing
group insurance, supplying standard equipment, and cooperative purchase of
supplies. The mansgement of the local gin was to be vested entirely in the local
membership. On account of the failure of the Misasissippi Farm Buresu Cotlon
Association, crganized in 1929, and the resulting losses sustained by the Missis-
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sippi Farm Buresu Federation and the subsequent necessitated ehanges in
management, this program was delayed ¥

Later in 1920 the Mississippi Cooperative Cotton Association was
organized to replace the Mississippi Farm Bureau Cotton Association.
The new association, with the cooperation of the Mississippi Farm
Bureau Federation, formulated $wo plans for developing & cooperative
gin program from the top down. Under the first plan, a centralized
gin corporation owned by the cotton association would own all prop-
erty of the local units, but each unit would be managed by a locally
elected board of managers, subject to the supervision of the central
gin corporation. Grower-members of the gin corporation would have
contracts to market cottonseed through the gin corporation and fo
market cotton through the Mississippi Cooperstive Cotton Associa-~
tion. The second plan called for a federation of locally owned gin
cooperatives that would borrow money through the federation and be
under contract with the federation to market cottonseed and perform
other services. Although locally owned, this plan called for central
control.

Both plans-were abandoned because farmers at that fime lacked
interest in them; cotton prices were low; and the depression made it
difficult to raise the necessary capitel. Neither of them has been
revived. The present movement, which is made up entirely of in-
dependent local cooperative gins has been developed with new
lsadership and under & philosophy entirely different from that which
prevailed 10 years ago.

THE CALIFORNIA CoTTON (COOPERATIVE ASSOCIATION

A plan advocated by the California Cotton Cooperative Association
of Bakersfield for developing cooperative ginning activity in the San
Joaquin Valley was watched with considerable interest for several
years. The association, which was previously concerned with mar-
keting the cotton of its members and operating a production credit
corporation, entered the ginning business in 1936 solely in the interest
of its farmer members. Its plan was of unusual interest because
on the surface it appeared to be similar to the one that had so gen-
erally fniled at the hands of cotton cooperatives from 1924 to 1933.
Its objectives though not clearly apparent at first are worthy of the
commendation of California farmers. Here was an entering wedge
for local cooperative gins to follow. It pointed the way, cperated
successfully for several years, and has now given way to the locally
owned cooperative gin which it is actively assisting with organization
problems.

@ Dickson, A, M. COCPERATIVE OINS IN MIssmssrpel. Pedersl Farm: Board Report. Mar. 20, 1831,
{Gopublished.] Seep. 8. .
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The asscciation realized that crop loan facilities offered by eotton
finance companies through local gins were becoming an obatacle to the
future development of cooperative activity among cotton farmers in
Celifornia. In fact, cotton finance companies and cottonseed-oil mill-
ing, cotton ginning, and cotton merchandising industries in the San
Joaquin Valley had integrated their services so completely that any
farmer arranging for credit from one of these sources was practically
obligated to run the sntire gamut of services offered by the others,
This control, with all it implies, blocked the farmers’ freedom of choice
in selecting eredit, ginning, and marketing agencies. It seemed that
until the farmers together could build up a complete line of service to
compete with this system—that is, services which would begin with
financing the crop and continue through to the cotton miil, including
the cottonseed-oil mill—they could not adequately protect their own
interests. )

The California Coiton Cooperative Association of Bakersfield has
made considerable progress sgsinst this competition. In 1928, 2
years after it was founded, the associetion organized its own subsidiary
production credit corporation to provide an independent source of
financing that would enable its members to gin where they pleased
end to sell cotton through their own association. Although this was
e real step forward, the competitive agencies through rather widespread
control of ginning and cottonseed-oil milling, and sometimes compreas-
ing, could still embarrass the cotton association with its hmited
operations,

Consequently despite the unfortunate experiences of other cotton
cooperatives in operating lines of gins, the association took the next
step—it entered the ginning business during the 1936-37 season. It
purchased plants at Arvin and San Joaquin and also leased for a period
of 3 years a plant at Madera and another at Earlimart. It seemed
that the cotton association in this way might become more effective
as a marketing agency and increase the net returns from ite members’
cotton crops. From the beginning, however, the association has agreed
that a plan for independent local cooperative gins might be worked
out later when credit and other conditions would sllow independent
groups of farmers to operate local gine successfully.

Net returns from all four gins were divided equally at the end of the
sesson between the cottom association and the patrons of the gins,
after 10 percent of the net income had been set aside as u contingeney
reserve. Returns to patrons were allocated on the basis of volume of
business and distributed by the issuance of gin reserve certificates in
the cotton marketing association.

The volume ginned by the association plants was exceptionally high.
During the 1936-37 season the 4 unifs ginned 18,623 bales of cotton.
In 1937-38 their ginnings increased to a total of 29,521 bales, or an
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average of 7,380 bales per unit. Volumes were large because the gins
gave good services and alse because cotton acreage in California was
increasing very rapidly.

Despite the success this service had as an integral part of the
association’s cotton program, the association adopted a policy that
provides for sale of its plants to local independent groups of farmers
as soon as it is deemed advisable. The directors were convinced
that the local cooperative gin associstion would be the most satis-
factory type of organization upon which to build & long-time co-
operative program for cotton farmers in California. By the close
of the 1938-39 season the development of local cooperative gins had
progressed to such an extent that the California Cotton Cooperative
Association felt justified in abandoning its program of owunership for
one of assisting local groups of farmers to organize (p. 36).

ProBLEMs OF THE COTTON-ASSOCIATION (GINS

After operating ginning facilifies for about 10 years (1824-33), the
cooperative cotton marketing associations in half & dozen States have
rather generally abandoned their projects and sold their plants,
mostly to local cooperative gin associations.

It seems rather clear that the following weaknesses were generally,
though not always, present in the plans of the marketing associations:
(1) Members did not invest in the local plants; the plants were thus
handicapped in gaining end keeping the support of local members.
{2) Most policies were determined by the central organization, local
members having less voice in the affairs of the local than was originally
intended. (3) Pooling of income and expenses of gins tended o
stifle individual initiative and to penalize efficient local operation and
loyal membership. Good plants had te carry poor ones, and some
gins proved to be heavy liabilities. (4) Payment of patronage divi-
dends was impossible during the life of the plan in several States.
This was probably the largest single handicap met by the program.
In one instance speculation in cotton led to large losses. (5) Reserves
from one community were often invested in facilities in other com-
munities from which the investors derived no benefit. {6) Supervision
of gin plants scattered over a wids area was expensive and sometimes
conducted by officials of the central association who had only super-
ficial knowledge of ginning problems.

For these and other reasons farmers who saw locally owned coop-
erative gins operating sueccessfully preferred loeal cooperative gins of
their own.® The more recent experiences of the California Cotton
Cooperative Association were quite different in many respects from
those of earlier attempts.

& Herymann, Omer W, LiQUIDATION OF THE TEXAS COTION GROWERS 6INCO, F.C.A. Mamerandum
of March §, 193¢, (Unpablished.}
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ASSOCIATIONS OF LOCAL COOPERATIVE GINS

AT VARIOUS times during the last 10 years groups of local
independent cooperative gin associations have united in overhead
organizations to attain ends impossible to cooperative gins individually.
At first some local associations gave little response to these efforts
because they did not see the advantages of cooperation earried boyond
local communities. Recently, however, State and district ecopera-
tive gin associations have met with general favor as representatives -
of gin associations in legislative and other matters of importanes.

These associations and federations of independent local cooperative
gins have developed separately from the group of cooperative market-
ing associations operated by cooperative cotton marketing sssociations
in their respective territories. The two have little eonnection and
should not be confused.

One rather obscure attempt was made in 19'32 to bring local gina
together in this way into & central unit or federation, Although it
was not successful it marked the beginning of a new type of coopera-
tion. A second federation began operating a cotton brokerage
business, later purchased and erected an oil mill, and is just completing
its third year in operating a cotionseed-crushing business. A third
federation of cooperative gina for crushing cottonseed was organized
in the spring of 1939. It will begin operations with the 1940-41 season,
Such groups of loesl cooperative gin associations seem to have many
possibilities for future development and may profoundly affect the
methods and practices of ginning and marketing cotton and crushing
cottonseed.

AssocraTions oF OKLaHOMA CoorPeErATIVE GINS

Attempts have been made in Oklahoma af various times in the
past to form associations and federations of cooperative gins for the
purpose of providing services.

The Oklahoma Cooperative Ginners Associalion

In 1928 the cooperative gins that had been organized by the Farmers’
Union united to form the Oklahoma Cooperative Ginners Association.
A trade association relationship was established between the central
association and it member gins, similar to that which existed between
the Oklahoma Cotton Ginners Association and privately owned as
well as line gins in the State. The principal functions of the new
associetion were: To look after the aflairs of cooperative gins in a
general way, to represent these gins each year before the Corporation
Commission when ginning rates were under consideration, and tot
assist them in legislative problems.
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Although its membership does not include all cooperative gins in
the State, the association nevertheless has locked out for the interest
of them all in matters that pertain to their genersa! welfare. In recent
years, however, the association has not been especially active, since
its functions have been largsaly taken ¢over by the parent organization,
the Oklashoma Farmers' Union.

The State Farmers’ Union Cooperative Ginners Associalion

Two attempts wers made in 1930 and 1931 by the Farmers’ Union
to bring the cooperative gins in Oklahoma together into a federation
under a proposed State Farmers’ Union Cooperative Ginners Associ-
ation. As outlined in its suggested bylaws (ari. III, sec. 1), the pur-
pose of the corporation was:

To sssist in equipping elevators, cotton gins, oil mills and feed mills for the
purpose of processing, manufacturing, buying and selling, and transporting sil
kinds of merchandise produced and consumed on the farm.

Membership was limited to associations incorporated under cooper-
ative law. The board of directors was to be selected from the boards
of the respective member associsfions except that “the President of
the State Farmers' Union shall be ex officio chairman of the Board of
Directors.” After considerable effort at organization, the plan was
dropped because of lack of interest.

Farmers’ Union Insurance for Cooperative Gins

In 1921 the executive committee of the Oklahoma Farmers’ Union
suthorized its officers to accept funds in payment of premiums, and
to approve and to issue insurance policies covering fire, lightning,
tornado, and hail risks on farm properties. For this new function the
Farmers Union created a new department in the State organization
and through it began writing farm insurance in 1922 with 243 policy-
holders. Operations were carried on in much the same way as in
many other farmers’ insurence companies; that is, on an assess-
ment basis. One of the requirements, however, was that each policy-
holder must be a paid-up member of the Farmers' Union.

Before the Farmers’ Union entered the field of farm insurance the
Oklahoma State Grange had been instrumental in obtaining legislation
which enabled farmers’ insurance organizations to write fire, lightning,
tornadoe, and hail insurance without meeting the requirements of the
mutual insurance law. Further amendments provided that no specific
minimum number of members was required of the Farmers’ Union as
was the case under the mutual insurance law which required, a
nminimum of 1,000 policyholders before a company could operate.®?

4 Insurance Laws of Okishoms. Art. V. 008, 6526-7 8. L, 1021, ch. 83, see. 1, p. 108 minensding Saxsion Inws
of 1017, cb. 146, soe, 1, p. M43,
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From 1921 to 1928 the policies written were confined largely to
ferm dwellings and buildings. In 1928 however, the membership
authorized the nsurance departruent fo write insurance on the facili-
tiez of cooperative institutions such ss cotton gins, grain elevators,
cream stations, and creameries. At the outsei these policies were
confined to fire and tornado eoverage. Rates established by the
Oklghomsa Insurance Commission were used, Pretaiums were collected
by assessment. The policy of dividing the insuranec with an ontside
mutual company has been generally followed in order to split the
risks.

During the first year of operations, 1928, 38 farmers’ cooperative
gin associations obtained half of their insurance throngh the Farmers'
Union and half through a well-recognized mutual insurance compauny.
The insurance written by the umion that voar aggregated 3200.000.
In 1929, 72 cooperative gin associations earried Insurance with the
Farmers’ {Inion amounting to $380,549. Since then the number of
cooperatives insuring with the Farmers' Union has varied from year
to year.

Specific figures are not available as to the savings accruing from
the operation of cooperative gin insurance heeause all types of insur-
gnce are combined in one departmont. It is generally believed, how-
ever, thal the cooperative gins have benefited materially by their
cooperation in this insurance projoet so far as fire and tornade insurance
is concerned.

Prior to 1934 workmen’s compensation insurance was a serious
problem for the cooperative and other gins in Oklahoma. Rates until
that time were excossively high. Despite this fact, gins could not
afford to be without some sort of protection from possible claims of
their empioyees. Furthermore, State legislation required insurance
under the Workmen's Compensation Act. Under these conditions it
appeared to the Farmers' Union that compensation insurance for
cooperative gins might be a profitable undertaking.

The first compensation policies were written in 1929, In the be-
ginning the venture appeared to be very profitable, but by 1932 there
were g0 many claims, many of therm guestionable, that the eomponsa-
tion feature of the insurance program was abandoned as “exceedingly
dangerous and unprofitable.” Since that time the State of Oklahoma
has ereated “‘the State insuranee fund,” administered by the State
industrial commission, for the purpose of insuring employers agninst
tiability for compensation under the State workinen’s compensation
law. The act provides, among other things, that risks be classified.
On the basis of this classification and because their elaims for com-
pensation from employees have been generally satisfactory, the coop-
erative gins as & group receive & proup rate which resulis in con-
siderable savings as eomipared with rates paid by commercial gins,
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The insurance activities of the Farmers’ Union are stiil being operated
as a department of that organization. All assets of the State union
are thus pledged to secure possible losses of individual policyholders,
whether they be farmers who have insured their farm buildings or
rooperatives that have insured their physical facilities. The risks are,
therefore, borne jointly by the Oklahoma Farmers” Union and the
individual policyholder. The policyholder takes care of losses by
paying annual assessments after the extent of the losses have been
determined,

A statement of Jenuary 1, 1938, which eevers all types of insurance,
indicates that from 1933 to 1937, inclusive, there was—

a net increase in total reccipis of the insnranee departinent of 43.6 percent
# % % In 1933 the percent of expense to premiums was 20.2; in 1936, 23.5;

and in 1937, only 18.5. The increase to rescrves in 1937 over 1936 was 33.7
pereent.

The Okiahoma Cooperative Gin Federation

In 1832 a group of 27 cooperative gins united fo form the Oklahoma
Cooperative Gin Federation. The membership of the federation was
inereased later in the season to 32 gin assoelations, which had s com-
bined membership of more than 4,300 farmers. These associations
ginned approximately 75,000 bales of cotton annually, purchased and
sold approximately 30,000 tons of cottonseed, handled bagging and
ties valued at approximately $65,000, and purchased repairs and
parts at a cost of $16,000.

The federatien was a sineers attempt on the part of loeal coopera-
tive gins {o organize themselves for their own mutual protection and
benetit. The federation was an independent erganization with neo
affiliation with the Oklahoma Farmers' Union, the Oklahoma Cotton
Growers’ Association, or any other group.

The purposes of the Oklahoma Cooperative Gin Federation, as set
forth in article 6 of the articles of ineorporation, were:

Becrion §. To buy, sell, handle, ship, and store all goods, supplies, and
articles s may be nceded, required, or used by the stackholders hereof.

Sec. 2. Te buy, sell, handle, store, and ship any aund all products produced,
proeessed, or handled by the stockholders hercof and/er to act as the selling agent
of the said stockholders in the hamcdling of such articles, goods, or conmnodities,

Srec. 3. To inaugurate and install for and in behalf of the stoekholders a
aniform system of records and accounts; to provide for a sniform audit of all
such reecords and accounts; and to provide a system of analyszes of all eosts of
aperaiion.

SEe. 4. To acquire and hold, sell, and ecuvey, such real and personal property
as may be deemed necessary of convenient for the conduct and operation of this
eorporation.

Bre. 5. To purchase, construet, own, and operate eotton gins, oil mills, and
all other facilitics needed in the preparation for market of products handled,
processed, or preduced by the stockholders hereof,
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Src. 6. To esiablish a reserve at the oplion of the board of directors in an
amount not to exceed the paid-in capital stock.

Bee. 7. To ast as the fiscal agent of the stockholders of sakl corporation in
negotiating for and borrowing money for the purpose of refinancing indebtediess
of ihe stockiioiders hercof.

Sec. B. To act as fscal agent for any group of producers of eetton in seecuring
monhey with which to construct a eotfon gin to be operated as set forth in article
3 of this instruinent, which gin is to become & stoekholder iu this serporation.

Sec. 8. To associafe itz members together for any aud all purposes to their
mutus! benefit and to engage in any activily necessary, conveniest, or proper
for the accomplishiuent of such purpese as may be permifted by law.

Sec. 10. Ts have and $o exercise all powers granfed, autherized, or allowed
by the laws of the State of Oklahoma to corporations, provided thatthe associa-
tion shall not deal with produets of sonmembers in an amount greater in value
than gre handled for {ts members.

The federation was in active operation for only one scason. It
began its program at a rather nopportune time. The country was
in the depths of an economic depression and cotion prices were cor-
respondingly low. The price paid for cotfonseed hardly paid for the
ginning. Capital was difficult to raise and shortage of funds was a
continuous handicap to the organization. The management was
inexperienced in the preblems of cooperative gins, such ns handling
eottonseed, bagging and ties, and supplies. Nevertheless during its
periad of operation the federation assisted many of its members in
obiaining loans to refinanece their indebtednoss, and it handled some
coftonseed on g brokersge basis,

Intense compctition in the territory both in buving and selling
coiton and cottonseed, along with an unisvorable erop and market
situation, presented obstacles which were almost impossible to sur-
mount. Oklahoma cooperstive gins now fecl that a cooperatfive oil
mill is n logical solution of their cottonseed and gin supply hendling
problems,

Associations oF TExas LocalL CooperaTivE GINS
The Texas Cooperative Gin Co.

To forn: large organizations with centralized control was the pre-
vailing policy of the Federal Farm Board from 1929 to 1933. The
Board deslt only with an overhead agency in making loaus, thereby
forcing all local associations which desired financial assistance to
make appleations through central organizations (p. 47-48). In con-
formity with this policy the Federal Farm Board generally denied
any regquests for ssgistance from local cooperstive gine, with the
suggestion that the eooperative gins form an overhead central associa~
tion or join an existing organization and obtain loans through this
central association.
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The Board made a number of attempts to organize farmers to gin
their own cotton. In practically every instance the organizations
proceeded from the top down., In thes case of the Texas Cooperative
Gin Co., of Quanah, Tex., which did not get beyond the orzanization
stage however, it was proposed that a group of locally owned co-
operative soclety gins form a central organization.

The stated purposes of the Texas Cooperative (Gin (o., as outlined
in its articles of incorporation, were—
to engage in any aelivity in eonnection with the packing, marketing, storing,
bhandling, and/or utilization of any agrieultural proclucts produeed or delivered to
it by ite stockholders, and/or in manufactwre and marketing of the byproducts
thereof; and/or in finaneing the mauufaciure, selling, and/for supplying to iis
stockholder members of maehinery, equipment, and supplies, or assisting groups
of producers in organizing coeperative gins or other facilities under the soeiety
nlan.

This proposed federation of seclety ging was incorporated on July
143, 1930, for a perind of 50 vears. Its articles provided for eapital
stock In the amount of $50,000 divided mto 500 shares with a par
value of $100 each carrying dividends not to exceed & percent. Stoek
ownership was limited to cooperative associations engaged in the
processing or marketing of agrienltural products and organized under
the Farmers Cooperative Society Act.  Each gin was governed by a
loeal board of directors and was allowed one vote in the ecentral.

The Texas Cooperative Gin Ce., in addition to assisting 15s members
in handling supplies and cottonseed, financed local coopserative gin
associations with funds received from Federal Farm Board loans.
Under this arrangement the overhead agency could borrew from the
Federal Farm Board for financing and operating physical facilities of
local assoeiations, The central organization, of course, would under-
write the loans to locals, thus tying the system fogether from the
standpoint of financial responsibility,

One of the principal reasons for the loeal society gins’ interest in
this plan at that time wasz their need for financial assistance. Had it
not heen for the possibility of such assistance, it is doubtful that the
local cooperative gins would have contemplated forming a central
arganization.

Reasons why thiz organization did not actuslly begin operations
have not been determined, but it is believed that there was not a
sufficient number of loeal cooperative society gins in Texas which
were interested in the services oflered by such an overhead agency.
It is probable that lack of interest on the part of local cooperative gins
and diffiendty in knowing in advance whether the Federal Farm Board
would give assistance probably also contribute to the failure of the
central organization to begin operations.
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8gc. 8. To establish & reserve at the option of the board of directors In an
amount not to exceed the paid-in eapital stock,

8Bec. 7. To act as the fiscal agent of the stockholdera o{ said corporation In
negotiating for and borrowing money for the purpose of refirancing indebtodness
of the stockholders hereof.

Szc. 8. To act as fiscal agent for any group of producers of cotion in securing
money with which %o construct 8 cotton gin to be operated aa set fortk in article
3 of this instrument, which gin is to become & stockholder in this corporation,

Sec. §. To associate its members together for any and all purposes to their
mutual benefit and fo engage in any activily necessary, convenient, or proper
for the accomplishment of such purpose as may be permitted by iaw.

Szc. 10. To have and to exercise all powers granted, authorized, or allowed
by the laws of the State of Okiahoma to cerporations, provided that the assocla-
tion shall not deal with products of ronmembers in an amount greater in value
than are handled for its members.

The federation was in active operation for only one season. It
began its program at & rather inopportune time. The country was
in the depths of an economic depression and cotton prices were cor-
respondingly low. The price paid for cottonseed hardly paid for the
ginning. Capital was difficult to raise and shortage of funds was a
continuous handicap to the organization. The management was
inexperienced in the problems of cooperative gins, such as handling
cottonseed, bagging and ties, and supplies, Nevertheless during its
period of operation the federation assisted many of its members in
obtaining loans to refinance their indebtedness, and it handled some
cottonseed on 8 brokerage baais.

Intense competition in the territory both in buying and selling
cotton and cottonseed, along with an unfavorable crop and market
situation, presented obstacles which were almost impossible to sur-
mount. Oklahomsa cooperative gins now feel that a cooperative oil
mill is 8 logical solution of their cottonseed and gin supply hsndling
problems.

AssociaTions oF TeExas LocaL Coorerative Gins
The Texas Cooperative Gin Co.

To form large organizations with centralized control was the pre-
vailing policy of the Federal Farm Board from 1929 to 1933. The
Board dealt only with an overhead agency in making loans, thereby
forcing all local associations which desired financial sssistance to
make applications through central organizations (p. 47-48). In con-
formity with this policy the Federal Farm Board generally denied
any requests for assistance from local cooperative gins, with the
suggestion that the cooperative gins form an overhead central assoria~
tion or join sn existing organization and obtain loans through this .
central association.
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The Board made a number of attempts to organize farmers to gin
their own cotton. In practically every instance the organizations
proceeded from the top down. In the case of the Texas Cooperative
Gin Co., of Quanah, Tex., which did not get beyond the organization
stage however, it was proposed that a group of locally owned co-
operative society gins form a central organization.

The stated purposes of the Texas Cooperative Gin Co., as outlined
in its articles of incorporation, were—
to engage in any activity in eonneetion with the packing, marketing, storing,
handling, andfor utilization of any agricultural preducts produced or delivered to
it by its stockholders, andfor in manufacture and marketing of the bypreducts
thereof; andfor in financing the manufacture, selling, andjor supplying to its
stockholder members of machinery, equipment, and supplies, or assisting groups
of producers in organizing cooperative gins or other facilities under the society
plan,

This proposed federation of society gins was incorporated on July
10, 1930, for a period of 50 years. Its articles provided for capital
stock in the amount of $50,000 divided into 500 shares with a par
value of $100 each carrying dividends not to exceed 8 percent. Stock
ownership was limited to cooperative associations engaged in the
processing or marketing of agricultural products and organized under
the Farmers Cooperative Society Act. Each gin was governed by a
local board of directors and was allowed one vote in the cenfral.

The Texas Cooperative Gin Co., in addition to assisting its members
in handling supplies and cottonseed, financed local cooperative gin
associations with funds received from Federal Farm Board loans.
Under this arrangement the overhead agency could borrow from the
Federal Farm Board for financing and operating physical facilities of
local associations. The central organization, of course, would under-
write the loans to locals, thus tying the system fogether from the
standpoint of finaneial responsibility.

One of the principal reasons for the local society ging’ interest in
this plan at that time was their need for financiel assistance. Had it
not been for the possibility of such assistance, it is doubtful that the
local cooperstive gins would have contemplated forming a central
organization.

Reasons why this organization did not actually begin operations
have not been determined, but it is believed that there was not e
sufficient number of local cooperative society gins in Texas which
were interested in the services offered by such an overhead agency.
It is probable that lack of interest on the part of local ccoperative gins
and difficulty in knowing in advance whether the Federal Farm Board
would give assistance probably also contribute to the failure of the
central organization to begin operations.
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The Texas Cooperative Ginners Association

After a number of years of operation cooperative gins in Texas
began to feel the need for an overhead organization. Problems con-
nected with the ginners’ code during the 1933-34 season made the
need greater, and in response to a call by the Texas Cooperative
Council, a meeting of all cooperative gin associations in Texas was
called in Dallas during April 1934. As a result of this meeting the
Texas Cooperative Ginners Association was formed.

The Texas Cooperative Ginners Association has a trade association
relationship to its member gins. The purposes for which this asso-
ciation was formed are rather general. They are as follows:

The purpoese for which the Texas Cooperative Ginners’ Association Is organised
is to engage in any activity in connection with the marketing or selling of the
agricultural producis of ita members, or with the harvesting, preserving, drving,
processing, canning, packing, storing, handling, shipping, or utilization thareof,
or the manufacturing or marksting of the byproduets thereof; or in sonnsction
with the manufacturing, selling, or supplying to its members of mashinery,
equipment or suppliee; or in the financing of the above enumerated activities;
or in any one or more of the activities specified herein.®

The ectivities of the Texas Cooperative Ginners Association have
been confined largely to legislative problems snd to promotion of
education for officials and members. The Coopsrative Research
and Service Division of the Farm Credit Administration and the
Houston Bank for Cooperatives have united with the association in
sponsering each year a series of cooperative gin meetings in Texas in
which board members and managers of all Texas cooperative gin
associations have participated.

The Texas Cooperstive Ginners Association has been responsible
for considerable unity of action among cooperative gin associations
and will probably lead to future cooperation among gins in organizing
oil mills and cooperative cotton merketing associations. The organi-
zation of district cooperative ginners’ associations is & direct out-
growth of the educational program sponsored by the Texas Coopera-
tive Ginners Association and the Farm Credit Administration.
District associations have been organized in aress adjacent to Lubbock,
Childress, Abilene, Greenville, Taylor, Corpus Christi and Harlengen
gins.

The Cooperative Gin Service and Supply Co.

In April 1937, 89 local cooperative gin associations located in all
parts of Texas formed an association known as the Cooperative Gin
Service & Supply Co. with headquarters at Houston, Tex.

The Cooperative Gin Service & Supply Co. was organized for the
specific purpose of furnishing farm supplies and business services to
cooperative gin associations. This association formed a subsidiary

# Articles of Inecrporation, Texss Cooperstive Ginpers Asvociation, May Ti, 1934, art. 11,
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Ficure 11.—A GiN PLanT DEsTROYED BY FIRE.
Large savings are possible through cooperative gin-insurance.

company known as the Farmers Cooperative Insurance Co. to write
fire and windstorm insurance on the physical facilities of the member
gin associations (fig. 11). Although the Coopera.f.xve Gin Service &
Supply Co. has been opera.tmg less than 2 years, ea.tly reports indicate
that it has over $1,000,000 in fire and windstorm insurance on its
books at this time. All policies were reinsured in' the beginning for
the protection of the association during its formative years. As its
financial position strengthened the Farmers Insurance Co. has carried
a greater proportion of the risk. The company plans in the near
future to assist its member associations to purchase bagging and ties
and other gin supplies and repairs, and will act generally as their
representative in matters pertaining to their welfare. The company
now (September 1939) has a membership of about 150 cooperative gins.

Plains Cooperative Gins, Inc.

Several years ago the officials of cooperative gins in northwest
Texas, with the thought in mind of developing an organization to
assist them with their cotton marketing problems, attempted to build
a cotton marketing organization around local cooperative gin asso-
ciations located in that territory. There were enough local associa-
tions to support such a federation, and many of them had 10 years
or more of experience. As a result the Plains Cooperative Gins, Inc.,
with headquarters at Lubbock, Tex., became the first federation of
this kind to organize and operate successfully.

The association was incorporated in 1936 for a term of 50 years
with an authorized capital of $1,000,000, divided between common
and preferred stock. The articles also provide for a board of directors
of seven members selected by the member-stockholder gins, each
entitled to one vote. The -member referred to in this instance is a
local cooperative gin.
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The purposee of the Plaing Cooperative Gins, Inc as stated in its
bylaws are—

* * * {0 engage in any activity in connection with the marketing or selling
of cotton and/or cottonseed or of any other agricultural preducts of the member-
stockholders; or with the harvesting, processing, packing, storing, handling,
shipping, or utilization thereof; or the manufacturing or marketing of the by-
products thereofl; or in connection with the manufacturing, selling, or supplying
to its member-stockholders of machinery, equipment, or suppliea; or in the
financing of the above-enumerated activities or in any one or more of the sctivi-
ties specified herein.

The Plains Cooperative Gins, Inc., began with a membership of 21
local cooperative gin associations. During the first year it operated
rather conservatively and offered only one service to its member-
stockholders—selling cotton purchased by member gins from their
farmer-members. Very little capital was required for this operation
because all business was handled on a brokerage commission basis.
The local cooperative gin shipped samples to the federation at Lubbock
where they were placed on tables and sold to the highest bidder. For | g
this service the federation at first chsrged the member gina 50 cents
per bale but later reduced the price to 25 cents. The burden of
financing the cotton fell entirely on the local gin, but this burden was -
not heavy because most gins follow the policy of selling their raceipta :
during the day of purchase or the next day.

Although not all local members patronized the sssocistion during
the first sesson, the federation was able to do enough business in han-
dling cotton to show & net income at the end of the season of approxi-
mately $35,000. i

Encouraged by the cooperation received from their member asso-
ciations, the federation pmposed to enter the field of erushing cotton- -
seed.* During the spring and summer months the federation ch- ;
tained a loan for the purchase and erection of an oil mill at Lubbock, :
Tex. A second-hand plant was purchased in another part of the
State and moved to Lubbock where it was erected on land owned by
the association. After considerable opposition from the trade and
some delay in erecting the plant, the association began to crush wed
in November 1937.

During the 193940 season the Plains Cooperative Gms, Inc., hsci
a membership of 29 local cooperative gins, all operating in the temlory i
adjacent to Lubbock.

As a customary subsidiary activity to seed crushing, the oil mxilf
handles bagging and ties for its member associations. Other gin sup~{

umn;mmunhthWmmhmdmuﬁﬁH,mm-
ofl mills wishing to scquire sottorsesd. [n competing lor seed, tive old line ofl i gine pay mare for ontion
thar the prioe for which they can sef iS; they maks ap the lom from (heir ssad and gioning seoounts. Under
these conditions the sooperative gins fnd it difficolt to compete witk them. 11 is betiered thei &y antering |

the fieki of ofl milliog the encperative gins should be better abk w—mﬂwamummw
the grower’s tolal Income from his cotlon arop.

1
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plies, no doubt, will be added later. The bagging and tie business
fits in conveniently with oil-mill operation. The delivery problem is
negligible since most of the seed is brought to the mill by truck and
the bagging and ties taken ouf on the yeturn trip. The savings made
are considerable since the oil mill can purchase bagging and ties at
wholesalse in carlots and distribute them to individual gins.

The oil mill may make advences to the gins during the spring and
summer months for repair materials, supplies, and the cost of repair
labor.®

Netex Cooperative Gins Co.

The second federation of cooperative gins for the purpose of operat-
ing a cottonseed oil mill is the Netex Cooperative Gins Co. This or-
ganization began with 30 loeal cooperative gins as members. It plans
to purchase existing oil-mill facilities located at Wolfe City or at
(Greenville, Tex., or to erect new facilities.

Operations will begin with the 193940 season. The Netex Coop-
erative Gins Co. is the outgrowth of the Northeast Texas Cooperative
Ginners Association, an informal group organized by cooperative gins
in that section of the State in 1935.

GENERAL OBSERVATIONS

HE cooperative cotton gin has demonstrated its worth as &

local cooperative institution, but when one views its long-time
possibilities as the foundation for a completely integrated cooperative
program for cotton it appears to have potentialities which have only
begun to be explored. To date (1939) the cooperative gin association
has largely confined its activities to ginning and wrapping cotton and
to handling cottonseed, bale cotton, and farm supplies. Two federa-
tions of cooperative gins have already organized cottonseed-oil mills;
and another, 8 cooperative gin insurance company. Although these
services have materially increased the farmer's income, further
efficiencies and economies are necessary; continued development along
these lines is likely and desirable.

It appears that the trend toward organization of federations of
cooperative gins will continue. If this be the case, groups of coopera-
tive gins should consider the following in the formulation of & complete
cooperative program for cotton:

1. The development and operation of a plan in cooperation with
the State experimental stations and the United States Department of
Agriculture for breeding znd multiplication of improved seed on u
nonprofit basis for distribution at cost to members of cooperative gins.

it For further detalls see Burgess, J. 5. CRUSHING COTTONSKED COOEERATIVELY. FCA Cire C-114, 27,
pp. Dus, 1989 R



Other Publications Available

In_addition to this circular, the following publications of the Farm Credit
Administration may be of intercst to cotton cooperatives:

COTTON
Accounting Principles for Cooperative Cotton: Gin Associations
Bulletin No. 2, Otr T, Wearer

Analvsis of the Business Operations of Cooperative Cotton Gins in
Oklzshoma, 193334, Bulletin No. 12, Otis T, Weaver and Omer W, Herrmamn

Early Developments in Cooperative Cotton Marketing
Cireular No. C-101, 0. W. Hermann and Chastine Gardner

Organizing 2 Cooperative Cotton Gin
Cireular No, C-109, Qtir T, Weaver and {7, H. Prickell

Crushing Cottonseed Cooperatively
Circular No. C-114, Fein S. Burgess, Jr.

Using Your Co-Op Gin, Circular No. E-9, Qtis 7. Weaver

COCPERATION IN GENERAL
Cooperative Purchasing of Farm Supplies
Bulletin No. 1, Jewph G. Knapp and Fohn H. Lister

Cooperative Marketing of Agricultural Products .
Bulletin No. 3, Ward W. Fetrow

Membership Relatmns of Cooperative A.ssocmt:ons
Bulletin No. 9, 7. W, Foner

Farmers’ Purchasing Associations in Wisconsin
Bulletin No. 20, Rudoiph K. Froker and Joseph . Knapp

Farmers® Mutual Windstorm Insurance Companies
Bulletin No, 21, Gordon A. Buboly

Coovperative Purchasing of Farm Supplies in Mississippi
Bulletin No. 22, John H. Lister and Gerald 3. Francis

Problems and Trends in Farmers’ Mutual Fire Insurance
Bulletin No. 23, ¥. N, Valgren

A Statistical Handbook of Farmers’ Cooperatives
Bulietin No. 26, French Al Hyre, Whiton Powell, and Others

Accounting Procedure for Cooperative Grain Elevators
Bulletin No, 28, E. B. Ballow

Operations of Cooperative Grain Elevators in Kansas and Okla-
homa, Bulletin No. 30, Harold Hedges

Cooperative Farm Supply Purchasing in the British Isles
Bulletin No. 31, Foszph G. Knapp

Organization and Operation of Cooperative Irrigation Companies
Circular No. C-182, Wells A. Butchins

Refrigerated Food Lockers, Circular No, 0107, L. B. Mann
Organizing 2 Farmers’ Cooperative, Circular No. C-108, §. D. Sanders
Co-Ops in Agricalture, Circular No. C-111, French M, Hyre

Earmners’ Retail Petroleum Associations
Circular No. C-113, Foseph G. Knapp and French M. Hyre

Exvept those for sale anly, these may be obiainzd free of charge, as long ar a supply
is avaiable, from the

Director of Information and Extension
Farm Credit Administration, Washington, D, C.







