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PREFACE

The nature of this study precludes the extensive use of
books, magazines, and dooumente as a source of data. Some informa-
tion was obtalned from certain trade perlodicals and some from
the minutes of the meetings of the Farmer-Labor Co-operative
Assocliation, But the greater portion was obtalned from the mem-
bers of the "co-op" in personal interviews. I wish to express
my asppreeciation to these members for thelr willlingness to assist
me in the collection of necessary information. Mr. Ross Beall,
¥r. Dick Figher and Mr. J. L. Eartin have been especially help~-
ful.

For valuable suggestions and assistance in the preparation
of this thesis, I am indebted to Dean Raymond Thomas, and to
Profegsor R. H., Baugh,

Robert N. Howell

Stillwater, Oklshoms
July, 1948
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INTRODUCTION

Purpose of the Study: The purpose of this study is two-
fold. First, an attempt will be made to apply to empirical

economic data theoreticsl knowledge acquired in college econ-
omics classes; and seoond to present a factual analysis on the
formation and beginning operations of a consumers® co-operative.
Attention will be given to specific problems which emerge in the
early stages of the operations.

Statement of the Problem: The problem here 1s to trace the
development of the Farmer-Labor Co-operative Assoclation of
Cashing, Oklahoma from its conception as an abstract idea to
its emergence as a going concern directly affecting the daily
economic lives of hundreds of families; to analyze the prineipal
problems involved in this undertaking; and to discover forces
influencing its development.

Scope of the Study: While the actual organizational pro-
cess was completed in a few months, a study of the background
to organization revealed that the development of the co-opera-

tive 1dea extended over a2 much longer period., Thus it becomes
necessary to review significant events occuring more than a
decade prior to actual organization. The study includes the
operational phase of the Co-operative from February 26, 1948 %o
June 3, 1948,



CHAPTER I
BACKGROUND TO ORGANIZATIORN
IKTRODUCTION

The establisghment of the Farmer-Labor Co-operative Associa-
tion in Cushing, Oklahoma on September 30, 1947 was not the result
of hasty and impulsive action by peresons seeking a temporary
golution to a new problem. This sction was not motivated by one
single generating force, but was rather the culmination of a
geries of evente which Sranspired and circumstances which existed
over a period of geveral years. Certain background forces ex-
erted influence on the development of recognition of the need for
a consumers' co-operative. These forces will be discusgeed in
turn.

TEE INFLUENCE OF THE FARMERS UNIOR

More than hslf of the charter members of the Cushing Co-
operative were, or had been, members of a local unit of the
Oklahoma Farmers Union. It was through partieipation in this
organlzation that many farmers became more fully conscious of the
advantages of co-operative effort in social and economic under-
takings. This new attitude did not come sbout through listening
to speeches or through long hours of intenslve reading, but was
rather the result of real and practical demonstrations that would
stand the test of business or goclal accounting.

Thege activities consgisted largely of the purchsse in car-
loads of such items as seed, salt, fertilizer, wire fencing,

feed and coal. As neel for any of these commonly used items was



felt among the members, it became & subject for consideration at
the regular meeting of the loczl., If sufficient demand existed to
warrant the purchase of the commodity in truck or carload lots, an
order was suthorized, and plans for hendling were completed.

Ocegsionally these purchsses were msde co-operatively because
of inconvenience oOr impossibility of obtsining the iteam through
loczl retall stores. Oenerally, however, they were made in order
that the savings which could be realized through group buying could
be passed on to the individual or the community; thus eliminating
one 1link in the distributive process.

The amount of the gaving varied with the kind and quantity of
the item handled as well as the general supply and demand situation
which prevalled for that particular item. For some comuodities the
net saving amounted to only 5 per cent but on others it went as high
as 30 per cent, with the average falling near the 1C per cent mark,

For some of the charter members of the Association these
experiences with the co-operative purchasing had extended over
a period of more than a quarter of a century. The presldent of
the Association, and the man\who undoubtedly was the most influen-
tial in its formation, first Joined a Farmers Union local in 18Z1.
¥ith the exception of a short intervsl, he has been an active member
since that time, Beslides his local membership he has been active in
the state organization and at the present time is a member of the
State Executive Board. After talking with several members with
long experience in the Farmers Union, it i3 not dirficult
to understand their enthusiasm for extending the scope of
their oco-operative activity. They have experienced 1its bene-



fits intermitiently and on a small scale, Now they want to ex-
tend the co-operative method to cover practicslly all phases of
the process of exchange.

A step in thls direction wass taken by the Happy Valley Local
in 1938, Thig local, established only & year previously, was
rapidly becoming a useful community organization. MNany of the
farmer members owned tractors and the cost of the fuel for a
year's operation was no small sum. During that year it was sug~-
gested that a sizeable reduction in this bill could be made if
the farmers would set up thelr own service station and purchase
supplies wholesgale, Thls ldea was discugsed and debated in the
regular meetings of the local and it was finally declided that
it would be feasible to establish and operste the retall station.

The Farmers Union service station in Cughing was opened for
business in the latter part of 1938 and has operated continuously
gince that time. Some of the members have not bought a gallon of
gasoline or a quart of cil from any other station in Cushing dur-
ing this perliod. Refunds to members have been made on gasoline
ranging from 2 to § cents per gallon and the refunds on oll have
likewise been substantial. In addition to this a $5,000 reserve
fund has been accumulated during the period of operation.

In 1840 when it became ;vidqnt even to the most gkeptical
members that the service station was functioning successfully,
some interest in the poseibility of the sstablishment of a gen-

4 Figures obtained from ¥Mr. Ross Beall in personal inter-
view, April 2, 1948



eral co-operative store began to develop. This interest was not
widespread and after the entrance of the United States into World
¥War II, the subject was seldom discussed. The idea was not aban-
doned, however, and only awaited more favorable conditions for
further development.

In the months following thée end of World Wer II, amall groups
within the Farmers Union Local at Eappy Vslley began to renew
their discusesions concerning the sstablislment of a gensral co-
operative. They realized the difficulties involved in obtaining
merchandise for the store at that time, It wae decided not to
bring the matter up for formal conslderation until a later date.

After the removal of OPA price controles in October 1946,
the farmere began to feel the pinch of a steady rise in the cost
of living. This helghtened their interest in the formation of
a co-operative and informal discussions of the subject became
more frequent. Filnslly 1t was brought up for general discussion
at a regular meeting held in MHarch, 1947, This date marks the
beginning of the organization of the Cushing "Co-op."

INFLUENCE OF THE FARMERS UNION PUBLICATIONS

Another lmportant influence contributing to the development
of a demand for a general consumers' co-operative is the periodi-
cals publighed by the national and state organizations of the
Farmers Union, especially the Cklshoma Union Farmer. This monthly
publication has been circulating among the farmers of the atate
since January, 1920. All members of the Farmers Union receive
this periodical since its subscription price 1s included in mem~
bership dues. The purpose of this paper ls to promote the interests



of the farmer, encoursge co-operation, and right monopolistiec
business practices.

Each lasue of the Oklahoma Union Farmer contains a coluan
called "News from the Co-ops" and any unusual achievement of an
individual "co-op" is given separate recognition. For example,
in reviewing the year's activities of a ginners' co-operative in
Southern Oklahome, the fact was brought out that refunds on

2
cotton handled by the co-operative amounted to £156 per bale.
In another "co-op® at Bray, Oklahome farmers saved more than

$1,000 through co-operative purchasing of peanut -00443 Accounta
such as these are to be found in almost every lssue and thelir
effect on the farmer reader must not be discounted.

The profits of large business firms are also given congidera-
tion in the editorisl column of the Oklghoma Union Farmer. 1In
one igsue gn editorial writer quoted figures from Noodys Manual
of Indugtriels showing that Intermational Harvester's rate of
return on capital invested was much higher in 1946 than in 1939,
"International Harvester (after paying taxes) in 1939 had a net
profit of #7,953,000. The firm's total assets at that Lime were
$427,915,000. In 1946 its Sotal net profits (after paying taxes

f}‘
were §22,326,000 on total assets of $599,961,000,.
As the cost of living began to rise rapidly following the

sbolishment of OPA, it was chprged that the farmer was chiefly

. Qg;ggggg‘ﬁnlonﬁgggggg, Vol. 28, (April 15, 1947), p. l.
° oxishoma Union Farmer, Vol. 28, (June 15, 1947), p. 1.

4
Oklghoms Union Farmer, Vol. 28, (December 15, 1947), p. 1.



responsible and that the increase in the price of food caused
him to receive a larger portion of the national income. In another
editorial appearing in the Oklahoma Union Farmer 1t was stated
that the real income of the farmer actually dropped 10 per cent
 between October 1948 and July 1947. In his opinion, “the in-
eresse in the price of most commodities is largely the result of
high profits to processors and niddlmn.“s This statement re-
flects one of the basic purposes of co-operatives from early
beginnings to the present time. Vhen the first Farmers Unlon was
establiched in the United States about the year 1902, the avowed
purpose of the organization was to help prevent wasteful methods
of exchange and to promote the interests of the farmer, lhen
prices for consumer goods are rapldly rising this statement of
purpose assumes a more important role than in a period of price
gtability or decline,

JIhe Hational Union Farmer is similar to the state publica-
tion in its editorial policy and in the nature of its general
news reporting. This publieation, however, covers the nation
rather than a single state, It also has contributors who are
located in Washington and who re.ort on the proceedings of the
Congress of the United States. Partlcular attention is given to
excegsive prci‘.lts and monopolistic practices of big businese. The
importance of co-operatives 1s stressed often in ite columns. It
would appear that this periodieal has had some influence on the
development of a demand for a co-operative general store in
Cughing, Oklshoma

® oxlahoms Union Fagrmer, Vol., 28, (November 15, 1947), p. l.




THE INFLUENCE OF THE OWIU LOCAL AND THE CIO HEWS

Another Cushing organization whioh wields a powerful influ-
ence in community affairs is Local 283 of the 0il ¥orkers Inter-
national Union. Why did the members of thie group become interested
in working with the Farmers Union to form a "Co-op" and what
factors alded in developing this interest? Why did more than one
hundred become charter members of the new Farmer-Labor Co-opérs~
tive? An attempt to answer these questions, along with others
of lesser importence will be made in the following paragraphs.

There has been little evidence in the past to indicate that
farmers and laborers have discovered any strong common interest
for which they could work harmoniously together, Strikes brought
inconvenience to farmers, and apparently created among farmers
hogtility toward lsbor unions. The leaders of the CIO feel that
agricul ture cannot be prosperous when labor is suffering low
wages and unemployment, nor can labor prosper when farmers are
in distress, They slso believe that these two groupe must unite
againat their common enemy -~ monopolistic business practices.
In recognition of these conditions the publighers of the CI0 Kews
have taken positive steps to improve farmer-labor relations.

“Interests of farmers and industrial workers are more closely

8
aligned than most people appreclate.” This was the theme of a
talk by Clinton S. Golden, of the CIO Steelworkers, %o the

National Farm Institute. Another article tells how a CIO Loeal
helped farmer members of the Ottumwa ¥Hilk Producers' Co-operative

6 CIO Hewsg, Vol. 10, (February 17, 1947), p. 2.



win a strike against a group of dairies. The dairies had
attempted to force the farmers to take the entire burden of a
cne cent reduction in retzil milk prices. The farmers rebelled
and the local CIC unit helped to make thelr rebelllion success-
ful, When the controversy was settled the farmers lssued the
following statement, "We're glad we found out that the CIO is
interested in the farmers® problens.'? These and many other
eimilar articles have helped to pave the way for the establish-
ment of the firet Farmer-Labor Co-operative in Oklahoma.

The creation of good will between two groups, however, is
only a preface to the real task of uniting them in a co-operative
buginess enterprise. Apparently this would not have come about
at the time it did, had it not been for the rapid rise in the
cost of living which followed the sbandonment of OPA price con-
trols, The nominal wage increszees which the CIC locals were
able to obtaln could not keep pace with the phenomensal rise in
the cost of living. Consequently workers' real income dropped
itoadilx between October 1946 and July 1947. This condition
stimulated lsbor leasders to seek additionsl ways and means of
maintaining workers' purchasing power other than through wage
contract negotiations.

One golution which gained widespread popularity in 1947
wae the consumers co-operative retall store. ¥hile browsing
through the pages of hisgtory an alert lzbor union member dis-
covered that the founders of the first successful co-operative

L m&u‘ Vol. 10. (.Apﬂl 28' 1947). Pe Se
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were working men like himselr.® They had pooled their meager
resources %o buy the necessities of life in gquantity lots, thus
inereasing thelir purchasing power by eliminating the retailer's
mark-up. Why could not local unions follow the example set by the
Rochdale Soclety of Equitable Fioneers?

This was one of the subjects which recelved frequent dis-
cussion in the weekly lssues of the CIO News during 1947 and among
nembers of affiliated locals ineluding OWIU Loecal 283 of Cushing,
Interest in this movement was stimulated by articles desoribing
the formation of new local co-operatives in different sections of
the United States. An excerpt from a typlcal article follows.

"A new Feoples Consumers Co-operastive has been formed in Hammond,
Indiana, announceg John Durcho, member of United Steelworkers
Local 1010. It has ahﬁut 125 members and is growlng.'g

The Union co-operative which probably attracted the most
attention when it began operations was formed by members of CIC
Auto ¥Workers Ford Union at Highland Park, Michigan. Thie co=-
operative began operstions in September 1947 in the local Union
Hall. %When it first opened for businegs the "Co-op" handled
canned and staple goods and was open only on Saturdays. The clerks
were member volunteers who held regular jobs in the Ford plant.

It was claimed by the members that savings amounted to 25 per
cent,

By October this growing interest in Union co-operatives was
recognized at the National CIO Convention. One of the resolutions

® ¢10 News, Vol. 10, (July 28, 1947), p. 7.
® CI0 News, Vol. 10, (July 21, 1947), p. 10.

10 c10 News, Vol. 10, (September 22, 1947), p. &



adopted urged members to join farmers co-operatives and other
community groups whieh oppose monopoly in business.

Motivated by thelr reading of the CIO News and by thelr fast
shrinking purchzsing power, some of the members of OWIU Local 283
began early in 1947 to tslk among themselves about the possibility
of forming a "Co-op®” in Cushing. These informal discussions among
groups of two or three continued for several weeke and interest
began to rise. One night the subject was brought up in one of the
regular weekly meetings for general discussion., At this meeting,
held in April, 1947, the firet preliminary plans were drawn for
union participation in the formation of a co-operative general

11
store in Cushing,

A Information obilalned from members of Local 2823 of the
OWIU in personal interviews, March 1948,
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CHAPTER II
THE ORGANIZATIONAL PROCESS, ACQUISITION OF PEYSICAL PLAKT,
AND PREPARATION FOR BEGINNING OPERATIONS

At least two ilmportant conclusions were reached in the March
1947 meeting of the Happy Valley Local of the Farmers Union. One
was that the majority of the members favored the establishment of
a general co-operative store, and the other was that the venture
would be more successful if other groups could be persuaded to
participate. In addition to this it was suggested that most of
the members of the loecal had had no experience in such an under-
taking, and that 1t was necessary to obtain more information about
the organization and operation of co-operatives,

As a consequence of these declsionsg a commlittee wasg sprointed
for the purpose of contacting other groups, acquiring information,
and makXing preliminary arrangements for organization.

The commlttee atiended meetings of neighboring Farmers Union
Locals and also one of OWIU Local 283. At esch of these meet-
inge they discussed the advantages of several groups acting
together to form a "co-op® which would serve the whole trade area
of Cushing. The committee also visited "co-ops" which were already
operating sucecessfully in different parts of the state. From these
vigits generally glowing reports were brought back whiech stimu~
lated the increasing interest and enthusiasm among the members.

Information and legal assistance were obtalined from stale
headquarters of the Farmers Union. The attorney for the state
organization, took care of the details connected with securing
a charter., The first charter, suitable only for a producers’
co-opersative, was lasued in April 1947,
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From the latter psrt of April until the latter part of August,
not much was accompllished towards actual ccmpletion of the organi-
zation. Since this is the busy season of the year for farmers in
that locslity, they are reluctant to leave the fislds esarly enough
to atiend a meeting in town.

Farly in August, contact wae mede with the Consumers Co-
operative Asgoclation of Kansas City. This wholesale co-operative
agreed to send a representative to a Jjoint meeting of interested

groups to be held at Fappy Valley School on August 30, 1947.1

The oil workers also had a committes gathering information,
talking with other groups, and msking preliminzsry arrangements.
This committee vigited Norfolk, Slagle, Agra, and Happy Valley
Locals of the Farmers Union. A% each place the visiting comamittee
invited the farmers to join with the o0il workers in forming a
"Co-op." The regsults of these visits were discussed in the regu-
lar weekly meetings of the Unlon. About the middle of August, an
announcenent wag msde concerning the arrangements for the Jjoint
meeting at FHappy Valley on August 30, 1947. |Members were urged
to attend and participsate in the procosdinga.a

This first Joint meeting was well attended snd there were
repregentatives from the Local OWIU 28 well as from several Farmers
Union lLocals. Officials of the Consumers Co-operative Assoclation

of Kansas City reviewed the purpose of co-operstives, euphasized
the need for one in the Cushing area, end outlined the advantages

: Information obtained in personal interview with leaders
in the Lappy Valley Local of the Faruers Union.

2

Information obtained from offlelals of Local 283 of the
OwluU. :
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to be gained. They also explalned the purpose and business
polieies of the Kangas Clty wholesale co-aperative.

These men had had previous experience in "Co-op" formation
and they were able to offer valuable suggestions conccrning or-
genlzational procedure. After a name for the co-operatlve was
selected, snd a temporary board of directors chosen, the all lo-
portant provlem of financing wag discussed. It was declided to
gsell shares of common stock for #26 a share with the provieion
that it bear 4 per cent interest. MNembershlp became automallc
with the purchase of one ghare. The amount of stock which any
one individual could acquire was limited to $5600.00.

A gtockholders drive was organized and a goal of §10,000.00
was agreed upon. This was %o be reached by Ceptember 30 when the
next general meeting was scheduled, Commitlees were gelected

_from the organlizations represented and a captaln asppeinted for
each, The committees were to canvas their assigned districts
for a period of thirty days. The results were then to be compiled
and a report submitted at the next general meeting.

The first regular meeting of the Farmer-Labor Co-operative
Assoclailon was held in Union Hell, Cushing, Oklzhoma on September
30, 1947. A roll call of the membership revesled that on this
date there were 306 stockholders. Complete repcrts of the drive
were not yet avallable, but it was evident that the first goal
had been atialned.

A representative of the Consumers Co-operative Assoclation
explained to the group that 1t would be necessary to secure a

new charter for the Association. The charter which the Farmers
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Union had obtained earlier did not authorize the scceptance for
membership of persons who were non-producers. A resolution to
tske the necessary action was adopted.

A model copy of suitasble by-laws for co-operatives was read
and interpreted by the CCA representative. The section provid-
ing for the audit of the books and accounts was chenged to resad
four times each year instead of once. A few minor changes were
made and then the by-laws were adopted by a majority vot.e.a

In discuselng the election of a permenent board of directors,
it was decided to elect a seven man board. The three nominees
receiving the highest number of votes were to gerve a three year
term, the two recelving the next highest a two year term, and
the two receiving the next highest a one year te!n44

At the gecond meeting of the Association, held on October 9,
there were several vigitors present who were prominent in co-
operative activity throughout the state. The Presldent and Educa~-
tion Director of the Cklahoma Farzers Unlon both made short
speeches commending the group on the fine start which had been
made, and reviewing the advantages to be gained from co-operative
activity.,

The representative from the Consumers Co-operative Assocla-
tion emphasized the need for more capltal for setiing up the
store. Ehen he had finished speaking he eonducted a brief stoek
selling campalpn. Eighty-seven shares of stook were sold at this

mee uns.

S See Appendix I.

. From the minutes of the meetinge of the Farmer-Labor Co-
operative Ageoelation,
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In & discussion of the type of store the members want and
need, the majority favored a large general store which would in-
clude departments for groceries, feed, produce, hardware, farm
implements, and automobile service station. Xodern eculpment
was o be used throughout and the hope was expresgsed that the
gtore, when completed, should compare favorably with any store of
its type in town.

On October 10, 1947 the Farmer-Labor Co-operative Assocla-
tion recelived its new charter from the Secretary of State. This
echarter, granted for z perlod of twenty years, authorized a capl-
tal stock of sixty thousgand dollaorse. The old charter, obtained
earlier by the Farmers Union, was surrendered.

During the following weeks the Board of Directors was en-
gaged in the task of finding and negotisting for a bullding to
houge the store. After a survey of availasble bulldings, it was
found that only two would be at all sulitable. Fossesslon of one
of these could not be obtained for two yesrs. The other one
could be leased for only eighteen months at a time at a rate of
§250.00 per month. It was slso for sale.

The possibllity of purchasing lots and constructing a build-
ing wvas given congiderzble attention, Prices for bullding sites
ranged from $2,000 to $6,000, The lowest estimate for the cheap~-
est kind of a building was $12,000 - $15,000. Dissatisfaction
¥ith any of these propositions regulted in the sbasndonment of
plans for the purchase of a site and construction of a building.
Finally, the Board declded to purchase the Deering Bullding at
219 North Cleveland Street. Situated on a corner lot, two blocks
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north of Kain Street, the one story brick bullding, €0 by 124
feet, provides ample space for the instzllatlon of all depart-
ments of the general store. The total purchase price was $18,000
with §2,000 being paid in cash, leaving a §9,000 balance to be
paid in sonthly installments of $108.00 sach.

After the negotiations for the building had been completed
during the first week of December, the Board of Directors met with
a repreeentative of the Store Planning Department of the Congumers
Co=-operative Assoclation of Kansas City, FKHe outlined plans for
equipping a modern, up-~to-date stors and providing a complete
inventory of groceries, hardware, feed, service statlon supplies,
and fuel. The estimated cost was $34,958.00.5

Knowing that there was legs than §7,000 in the tressury after
the down payment on the bullding had been made, the directors
realized with a shock that they were seriocusly short of capltal.
Plans were made impedictely for a fund ralsing campalgn.

Twelve men were selected tc direct twelve working teams.
Their goal was t0 increase the membership from 418 to at least
600 and to get an average laves.ment of $100,00 per family. A
circular letter was sent to all members besides a good many pro=-
spective members. A prospectus was included showing an 1ltemlzed
estimate of the cost of cqplppiﬁg and purchasing inventories for
the stora.e Kembers and prospective members were urged to turn
in thelr subgeriptionsg before they were solicited by the team

members.

6
See Appendix II.

6
See Apvendix II.
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Despite these preparations, the drive was a fallure. Bad
weather, ebbing enthusiasm, insufficient effort expended and
other ressons cauged the drive to bog down. BSome members felt
that since ownership of one £25.00 ghare of stock entitled them to
all the beneflits and privileges of the organization there was no
need to invest more. Only a few hundred of the approximately
£20,000.00 needed was subscribed,

The Board of Directores now faced a serious problem. There
was not nearly enough money in the treasury tc get up the gtore
as the CCA representative had outl{?ed, yet payments of $106 per
month on the bullding loan had to be met rngularlyﬁns well as dis-
bursements for minor overhead expenges. Certain maﬁbcrc who had
had thelr §256.00 invested for two ;r three monthg beczme impatient
for the store to open. ‘

After careful oconslderation of these factors the Board declded
to make the necessary repair; and alterations to the building and

put the feed and produce department into operation. This declsion
was made because 1t would ocost muech less to instgll the reeq and
produce department than 1t would the grocery departuent. At the
game time 1t was hoped that the operation of this department would
provide funde for paying the overhead expenses.

On Jsnuery 20, 1948, a manager wae employed for the feed and
produce department, He immediately assumed the task of supervis-
ing preparations for operating the department which was completed
about the middle of February 1948. Arrangements were then made to
sell cream to the Gold Spot Co-operative Creamery =t Enid, Oklahoma.

Feed wss purchaged from the Consumers Co-operative Assoelatlon, a



19

wholesale éo-o;nrat.tve in Kangas City, Missouri. Delivery was to
be made from their feed mill at Enid, Oklahoms. The Feed and Fro-
duce Department of the Farmer-Labor Co-operative Assoclation opened
for business on February 28, 1948, A discussion of problems of
operation will be included in a subsequent chaptors'



CHAPTER I1II
AN APALYSIS OF THE PRINCIPAL PROBLEMS

The problems selected for anslysis are those which seem the
mnost significant. They include finance, source of supplies, out-
let for produce, meeting competition, loyalty of members, attend-
ance at Association meetings, and management.

The problem of grestest magnitude in the establishment and
early operation of most co-operatives is one of adequate financing.
The experience of the Farmer-Labor Co-operative of Cushing is no
exeeption, Although 392 people became members and bought stock
in the first membership drive, very few bought more than the
minimum - one §26 share. This is only sbout one-fourth of the
investment needed per family properly to finance the complete
etore, according to the Store Planning Department of the Consumers
Co-operative Assoclation of Kansas City, Hlaaonri.l

¥hy did this conditlion exist and how could it have been
avolded? No attempt 1s made here to offer a complete explanatione.
Attention will be given to alternative methode of procedure in
certain instances.

Instead of issuing shares at £20 par value, the minimum pur-
chage price of one share could have been set at $50. This would
not Lave ylelded enough to finance the complete store, but it would
bhave provided 2 minimum for opening the grocery department along
with the feed and produce dsparunsnt.z “hile 1t 1is true that

1

See Appendix II,
2 One of the leaders in this orgsnization states that the
Grocery Depsriment could be set in operation if all those owning
one share of stock would double their investment.
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fewer shares may have been sold at £60 than at 2286 par value, it

is probable that the difference would not have been great. Indica-
tions are thatl most interested persons could have pald the larger
amount had it been set as the minimum requirement for membership,

In the first stock drive some persons gained the lmpression
that $26 phr member would be gufficient to finance the undertaking.
¥hile this impression was not left intentionally, it did cause
some misunderstanding. %Wwhen the sgame member was asked later to
increase Liis subscription sc that the grocery department could be
put in operation, he was a bit skepticszl; especially since he had
had his §25 invested for asbout three months and still could not
buy groceries from the "Co-op." Emphasls on the goal of & §100
investuent per family shoulé have been masde in the first stock
drive when enthusiassm was gt 1te height. I% was in this thirty-
day period that the major portion of the present capital was
obtained. Sulsequent stock selling campaigne have added little
to investments in capltal stock,

Another factor which contributed to the tight finsncial
situation was the method used by the board in acquiring a bulld-
ing. Nine thousand dollars cash wzs used as a down payment on the
building when the money was sorely needed to purchase grocery
equipment and inventory. The same bullding could have been leased
for §2560 per month for eighteen months. It is possible that an
option to buy could slso have been negotiatedi. The reasons given
for purchasing rather than leseing were the inability tc secure a
lease longer than eighteen months, and the high cost of renting,

- It appears that the board overlooked the fact that the $9,000
invested in a grocery inventory would yield a much higher return
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thsn when invested in z building despite the saving in rentzl payments.
It 1s entirely poesible that a §8,000 inventory turning completely
twelve times a year would yleld a net operating revenue of §10,800.
Compare this sum to the approximate $3,000 to be saved in rental pay-
mente, Although this does not tell the «hole story, the figures
indicate that 1t might have been wiser to have rented even under the
conditions which existed at that time.

vhen the by-laws of the Assoclation were being discussed prior
to adoption, a clause was inserted directing the manager to purchase
supplies from wholesale co-operatives whenever possible. Before the
feed and produce department was opened, arrangemenis were made with
the Consumers Co-operative Association of Kansas City to purchease
feed from thelr mill at Enid, Oklahoma.

On June 1, 1948 the Salyer 01l Company of Oklahoma City, Oklahoma
notified the Farmers Union Service sStation that 1% could no longer
supply the gtation with gasoline and lubricating olls. Arrangements
had been previously msde with the Consumers Co-operative Aséoclation
Wholeeale to furnigh these supplieg. The change was made without
delay =znd the Farmers Union Station merged with the Farmer-Labor
Co-operatlve Association. The CCA hae an agreement whereby the Mid-
land Co-operstive Wholesale supplies the Cushing Retall Co-operative
with gasoline at tank car pricee from thelr Cughing refinery., Be-
sause of the gasoline ghortege at this time, the CCA had to sgree to
gell the lidland Co-operative Wholesalie the same amount from their
Coffeyville, Kangas refinery. The exchange agreement makes possi-
ble a substantiasl saving in transportation cost.

¥hen the grocery department beginas operations the major portion
of staple groceries will be purchazsed from CCA. Certain farm
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lmplements and some hardware will also be obkalned from this
source.

Any purchzse made from this wholesale co-operative 1s paid
for a2t the prevalling wholesale price. At the end of the operating
period, ususlly one year, refunds cre made tc the retall co-
operatives on the basle of thelr patronasge. All money in excess
of expenses and necessary reserves, isg digpensed in this manner,

The Coneumers Co-operative Assoclistlion of Kansas City, Hlssourl
began overations in 1929 with s cepital of §3,000. It has made
a steady growth since that time and according to the Mineteenth
Annual Report, the corporation and its subsidiaries, on August
31, 1947 had totel assets of §24,804,628.44. Included in these
assetg sre feed milla, oll wellsg, gasoline refineriee, & bottling
plant, and a canning faetory. Through the control of these pro-
cessing plants and wholesale distribution facilitles, the Asgsocliation
is able to pzes on to the co-operative consumer conslderable sav-
inge. Het savinge to patrons in the 1947 fiscal year amounted to
§3,806,831.07, sccording to the Nineteenth Annual I«‘ua:pcu-t...:5

¥hen the produce department of the Cushing“Co-op" first
opened for business, cream wses sold to the Cold Spot Co-operallve
Creamery at Enld, Oklahoma. Thle crezamery psys the market price
as quoted in Oklshoma City, Oklahoma. Net profits are returned
to co-operators at the end of the filscal year in the form of patron-
sge dividends. Under this plan the Cushing retail co-operatilve

pays the same price to the producer which 1t receives currently

. Ningggggth Annueal Report, Congumers Co-operative Assoclia-
tion, p. 22,



from the Gold Spot Co-operative Creamery. There was no net operat-
ing revenue with which to meet current expenses. It is true that
patronage dividends accruing at the Enid Creamery amounted to more
than expenses, but these dividends were not to be returned to the
Cushing "Co-op" until the end of the fiscal year. The Fermer-Labor
Co-operative Assoclation did not have sufficient caplital to operate
in this manner, |

Another factor influencing th§ change in cream marketing
arrangements, was the arrival of the summer season with its warner
weather. Higher temperatures made it necessary to sell the cream
at ghorter intervzls, in order to eliminste poseible losses due to
spollage of eream. Satisfactory delivery arrangementas could not be
made with the Gold Spot Creamery at Enid, Oklahoma more often than
twlce a week, This fact necegsitated discontinuance of the use of
that creamery as a market outlet, and the subsecuent finding of a
new market with which more convenient delivery arrangements could
be msde,

During the first part of Hay, the decision was made to sell
the creaa to the highest bidder. This policy has been pursued since
that time and a net operating revenue of 10 %o 13 cents per pound

4
has been realized.
Poultry, egge and hides are sold to the O, G. Harp Produce

Company of Shownee, Oklahoma. These commodities are handled on a
commission bzslie whieh ylelds little more than the cost of Land-

ling.

. Progress report to the Ceneral Assembly, June 4, 1948,



From the very first week of operation the Cushing “Co-op"
met with intense competition in the cream business. Before the
"Co-op" began buying cream, there was s good deal of dlessatlsfac-
tion smong producersg with the returng from cream sold. It was
claimed that marxet price rises did not become effective as quickly
as they should in Cushing. Complaints about weight shortages were
also made. Within a few weeks following the opening of the "Co-op*
eream station, nearly 200 producers left other gtatione and becane
regular customers of the "Co-op." Most of these new customers
were stockholders in the "Co-op", but others changed because they
had confidence in the manager of the "Co-op" Feed and Produce
Btpartnent.a

This sudden logs of busineses by other cream buying stations
was not taken lightly. In the past it had been the praectice for
one gtation to telephone the Oklahoma City market to learn what the
market price on cream would be the following day. The statlon
would then inform all the other local stations in order that a
uniform price could be agreed upon, Thisg practice 4id not extend
to the manager of the new "Co-op" gtation, although he was formerly
manager of an independent station,

Prices too began to ri#e. On the "Co-cp's” third day of
operation at least two other stations in town were paying two cents
per pound of butterfat above the Oklahoma City market price quo-
tation. During Karch and April people lsbeled it a cream “price
war'., Some stations in town quoted prices ranging from 2 to 9

5 Information obtalined from the Board of Directors of the

Farmer-Labor Co-operative Assoeliation,



cents above the Oklahoma City narket.s

This practice worked a hardship on the "Co-op" because 1t
could not aiford to pay more thsn it currently reoe;vnd for the
cream. When competitors pald sbove the market price the "Co-op"
vas forced to pay s lower price than the price pald by competitors.

A few “Co-op" members then began selling to the higher pay-
ing station, but the majority remsined loyal to the "Co-op”. The
manager helped matters somewhat by explaining the situation to the
customers. ke agked them 1f they wanted him to spend thelir capi-
‘%2l by paying more for cream than it could be sold for.7 Host
co-operators were convinced that their interests in the long run
would best be gerved by remaining with the *Co-op". FTarly in
¥ay, cream pricee in Cushing returned to the normal state market
level.

At least one cream siation operator sought to discredit the
"Co=-op" by deliberately giving a producer a higher test than the
testing inetruments indicated. The producer receiving the high
test for his cream then complained to the president of the Agsocla~-
tion that he could get a higher test for his cream at another
station, than he could at the “Co-op". The presiient's response
to this complaint was that the msnager would have no reason whate
soever %o give any customer a low test on cream. The man was
invited to take samples of z container of cream to the "Co-op*,
to the station where he recelived a high test, 2nd to a third sta-

¢ Information obtained from a member of the Board of Direc-

tors, April 30, 1948,

7 Statement made by the "Co-op" manager in personal inter-
view, March 25, 1948,
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tion. Tests proved that the third station and the "Co-op® station
cream tests were exactly the same, and the producer was convinced
that the "Co-op" was testing aoouratclr-a

Coneclusive proof of who bore the cost of these price bonuses
was not avallable, but evidence seems to indicate that it was not
the local cream stations. Special srrangements have been made by
large processing companies, in similar situations, to bear the full
coat of such 'canpaignl'.g

During the so-called cream "price war*, the manager was asked
to name the principsal problem faeing the *Co-op®". His reply was,
*If we can Just get the members to stick by us we'll come throush
this all right'.lo The temptation to sell cream to a competitor
of the "Co-op", when the producer could receive as much as three
or four dollers more on one contalner of cream, wWas more than some
meubers could resist. They reasoned that the "Co-op" might fall
anyway and in the meantime they could get back their £25 invest-
ment by taking advantage of the bonus prices.

The majority of the producer members, however, thought that
stations consistently paying more than the state nmarket price as
quoted in Oklahoma City newspapers, were making a deliberate
attempt to weagken the "Co-op". For these members the competition
served to strengthen their loyalty to the "Co~op® rather than
weaken 1it.

. From a report given by the Preslident at a meeting of the
Assoclation, April 8, 19048,

» The "Co-op" mansger had hsd an offer %o finance a similar
"ecampalgn® on s previous occasion.

10 Information obtained from the “Co-op" manager during a
personal interview, March 18, 1948,
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Attendance at the last two general meetinge of the Assoclation
was not good., There were 341 persons present at the meeting held
on October 9, 1947. At both the April 9, and June 3, 1948 meet-
ings there were less than one hundred persons present. This can be
attributed in part to seasonsl changes in the farmers' working
hours. During the spring and summer season the farmer beginsg
work in the fields at sunrise and 1lg reluctant to leave his crops
during daylight hours. Twilight hours are apent doing the evening
chores, which are not completed until an hour too late to attend a
mesting in town., On the other hand, attendance by the refinery
workers is somewhat higher since most of these workers 4o not live
on farms.

The Board of Directors was fortunate in securing the services
of an experienced and competent menager for the Feed and Froduce
Depsrtment, This man had operated a cream gtation in Cushing for
several years and had the reputation. of dealing honestly with his
customers. Uhen the "Co-op" began to make inroads into the cream
busginesa in Cushing, s large processing plant which owned a com-
peting station, made the manager a standing offer of a Job at a
galary substantislly higher than he was receiving from the "Co-op".
One of the reassons the manager gave for rejecting thie offer was
that managing the “Co-op” was a jJob that challenged him.

About two months later a produce firm made the mansager an
attractive offer of a Job in Shawnee. Besides a higher salary for
himgelfl th;y also cffered employment for his son. FKe had alresdy

o~ Informntion given by the "Co-op" mansger during a personal
interview, Harch 18, 1948,
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decided to accept this Job, but changed his mind when the Bosrd of
Directors matched the salary offered by the Shawnee, Oklahoma
firm., Thus, by prompt and decisive action the Board has so far

been gble to solve the problea of management,



CHAPTER 1V
IMPACT ON THE COMMUNITY

The writer realizes that it i1s still too sarly to determine
the full impact of the establishment of the Farmer-Labor Co-opera-
tive Assoclation on the Cughing community. Only two departments
are in operation, One of these, the automoblle gervice statlon,
has been under the manageuent of the Assoclation only a few weeks.
The feed and produce department has operated z little more than
three monthis. (Febru:=ry 26, 1948 to June 3, 1948.) There are,
however, some observsble effects of thls partial operation which
are presented in succeeding paragraphs.

Approximately 475 persons, the majority of whom are heads of
families, hove banded themselves togsther for the atizinment of
economic objectives. This simple fact alone seems remarkable,
when one considers that less than a year previously the organiza=-
tion itself was non-existent. In a matter of months the "Co-op"
hae built up a membership which could not be acquired by churches,
lodgea, and other community orgonizations without years of intengive
recrulting. This occurred despite the fact that sz §25 investament
was a prereguisite to membership.

Through co-operative performance of the entrepreneural function
of the retaller, these members have made subztantial savings in
the purchase of feed, flour, and certain miscellaneous farm supplles
such se wire fencing and bele ties. Elimination of the retaller's
mark-up was only one method by whieh this was accomplished. Addl-
tional s=vings were realized by affiliastion with a co-operative
wholesale digtributor and proeessor.
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The Consumers' Co-operative Assgociation of Kansas City, Missouri
owng and operates a feed and flour :1ll1 at Enid, Oklahoma. Finished
producte are distributed by the CCA to loeal "Co-ops® in nine mid-
western states, Savings derived from both the procegsing and
digtributing stages, are returned tc the local co-operatives on a
patronage basls. This explains why the Farmmer-Labor Co-operative
Asgoclation has been sble to gave the farmer from twenty-five to
fifty cents per hundred pounds on his feed at the time of purchase,
and also credit him with a share in libersl dividends to be received
at a later date.

Petroleum products pass from the rav material stage through
the msnufacturing and distributing stages without the addition of
profits to their cost. The CCA ownsg producing wells, pipelines,
refineries and gasoline transports. Through the operation of these
combined facilitlies, the CCA made patronage refunds of twenty-five
per cent, on petroleum products in 1947.1 Members of the Cushing
‘ local expect to receive similar dividends in 1948, It is in this
vertical extension of the co-operative method that greater oppor-
tunities for savings exist.

Higher returns from cream sales and more sccurate testing and
welighing were noticeable effects of the establishment of the
Farmer-Labor Co-operative, Many farmers were not satisfied with
thelir cream marketing arrangements prilor to thie time. Others
preferred to pay transportation costs to more distant markets rather
than sell loczlly. The establishment of the co-operative has

Information obtalned froam a representative of the Consumers
Co-operative Assoclation during personal interview, April 9, 1948,
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changed this situation. MHost customers of the “Co-op" are also
stockholders who are entitled to a voice in its management through
exerclege of the voting privilege. Though not inclined tc carless~
ness or dlsghonesty in any situation, the manager takes especial
care to see that all patrons get accurate tests, weights, and full
market price for thelr cream. One of the producers clalmed that
he received sn average of fifteen eents per pound butterfat more
by marketing through the Gold Spot Co-operative Crsamery than he
would have received if he had sold to local ﬂ.rna.g ¥hile this
estimate appears to be slightly high, it msy be concluded that
worthwhile savings have been made Sthrough co-operative c¢ream
narketing.

In a condensed financial report to the Assoclation on June
4, 1948, the“Co-op" President, revealed some interesting figures.
¥With & working capital of approximately $6,000.00, the "Co~op*
made a total net savings of $4,273.656 in the first 99 days of
Opomum.a Of thias amount §1,500.00 was spent on build-
ing loan payments, and repalr and renovation, Estimated patronsge
reserve fund with Gold Spot Creamery at Enid totaled $1,978.50
and §794.5C wse held in tu.ah.,‘t An approximate average saving
per member may be obtained by dividing the total net saving by
the total number of regular patrons of the feed and produce depart~

2 Figures quoted by Mr. Ross Beall in a progress report %o
the Assoeclation, April 9, 10648,

3 Acorued interest on Capital Stoek hes not been deducted
from this figure.

4 Patronage reserve at the Gold Spot Co~Operative Creaaery
of Enld, Oklahoma - based on 1847 refund rate,



ment. This calculation reveals an average total saving per patron,
of $17.09 for the 99 day operating period.

Hembere of the Farmer-Labor Co-opérative Assoclatlion are not the
only cersons benefiting by its operation. The “Co-op* has a stablliz-
ing effect on prices in the entire conmunity.s ¥hile the policy of
the “Co-op® is not to try to lower sll prieces, it will not permit
the price of sn individusl item to remaln unreasonably high,

In the summer of 1947, bale tiee in some Cushing stores were
priced at £7.60 per bale. The "Co-op" purchased s lot in the syring
of 1948 which could be sold for $4.50 after a nominal markup was
added. By June 1948, $4.50 had become the prevailing price for balie
tieg in the Cushing community. It is herdly uonceivable that this
draetic change wss due to reduced wholesale prices,

The "Co-op" serves the interest of the consumer by promoting
the sale of goods which beer asccurate and informative lsbels. The
tag on each sack of feed states the exact vercentage of the whole,
of each ingredient, Stated plainly on the tag, the terms and amounte
of these ingredlents do not recuire interpretation by speclalliests;
for example, shelled corn 20%, kafir 10%, and etc. The feed handled
by most competing firms bears a tag describing its contente in terms
of nutrition=zl value which mean little to the average farmer. Al-
though "Co-op" casnned goods sre not being sold at present, they too,
are labeled for the benefit of the consumer. Instead of being adorned
with meaningless superlatives, ecch can bears the label, U. S. Grade
A=-B-orC. Thies system of grading is easlly understood and

remembered.,

. From a statezment made by the Secretary of Local 283 of the
OWIU.
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Another sgervice to the community ies the elimination of some
unnecessary selling expenses from the cost of goodes sold. The Con-
sumers Co-operztive Assoclation Wholesale sponsors no "Hillbilly"
band, buys no expensive radio time, and does not allow lavish expense
accounts for its salesmen. The locel “Co-op® assists in this ser-
vice by purchasing whenever pogcsible from the Wholesak Co-operstive.

For several years there has been gome friction between two
Cushing organizations which at infrecuent intervals has become
intenge., Charges and counter-charges have been hurled, and each hase
accuged the other of gacrificing the welfare of the community for
selfish ends. The esgtablishment of the Farmer-labor Co-operative
Aggocliation hae intensified this group conflict.

¥embers of the Chamber of Commerce have aocused the 011 VYorkers
Union of trying to browbeat the merchants. They say that the Union
has insinuated thet the local merchantis are respongible for the high
prices.

The Union members do not fully deny this latter charge because
they feel that the merchants sare partly responsible for high prices.
In fairness to the merechants it should be pointed out that indivi-
dual Union members tend to form their opinions from exceptlonal
examples, such as the bale tie price, rather than impartlal statistical
studies. Regardless of the merits of either srgument, the fact re~
meins that relationa between the two groups are less cordlal than
they formerly were.

Congiderable reslstance to the operations of the "Co-op"
suggested an inquiry into the ostensible objections of 1ts operation.
When this quecstion was put to a spokesman for the Chamber of Commerce,
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he replies, "Why 'Co-ops'! don't pay any taxes !"6 Another objection
wae that the high school vocationsl agriculture teacher was promote-
ing a non-tax-paying enterprise in competition with business firms
who helped $o psy hils selary. The teacher in cguestion is Secretary-
Treasurer of the Fermer-Labor Co-operative Assoclation. This latter
objection hss developed into 2 besls for sction. Pressure hos been
put on the Board of Education by certain influentlial merchants to
terminate the services of the vocational agriculiure teacher. Up

to this tlme, the atismpt has not been successful.

When 1t 1s possible for a new community enterprice to attract
and hold 2860 regular customers, the effects on sgome of the established
competing firms are certain to be severe. Less than a dozen firms
shared thie loss, with the burden falling heaviest on two feed and
produce companies. If loss of customers can be accepted as svidence,
then 1t msy be concluded that the financlal condition of at least
two Cushing firms hag been weakened conelderably by the establish-
ment and operation of the Farmer-Labor Co-operative Assoclation,

Through the use of wholesazle co-operative facilities the loecal
“Co-op" has been able to increase the moﬁetarr waealth of the community.
¥hen produce 1s sold to a non co~-operative buslness, profiis from
processing and distribution of finished products remain with the
processor or distributor, usually in another community. “hen pro-
duce 1s sold to a co-operative processor or wholesaler, profits from
operations are returned to community producers in the form of divi-

- dends, via the local "Co-op*.

8
Statement of the Deerectary of the Cusghing Chamber of
Comuerce, Yay =7, 1948,
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Cooperative action between farmerec snd union memberg heog been
hampered by s lack of understanding between these two grouvce. The
ferpers, little realizing the problems fseed by union workers, com-
plain when workers strike. On the other hand workers, remsining
ignorant of situations which confront the farmers, blame them for
high food prices. In the Cughing community the "Co-op" Las been
instrumental in the iamprovement of inter-group relationships.

O1l workers discuss the issues involved in a labor management
dlspute whether they are at a2 Union meeting, a "Co-op" meeting,
or merely entertaining fellow members at home. Farmers learn from
their fellow members such things as the totsl net profits of certain
oll companlies, aversge profit per man-hour, snd other dats related
to wages and working condltlons, Farmers digcuss with oll workers
prices received for such products as milk, potatoes and beef cattle.
Thie mutual interchange of information encourages greater under-
standing and more cordial relationg between the Lwo occupational
groups.

t¥hen the stookholdera of the "Co-op" are aasembled in 2 bLody
for a business eession, the voting procedure iz somevhat dlfferent
from that of the ordlanry corporation. fach stockholder gets only
one vote regardless of the nusber of shares owned. MNeither can any
one member gain control by use of the proxy vote. This device is
expregsly forbidden in the By-Laws of the Aasociation.?

The impllicstions of this seemingly slmple provieion are tre-
mendous, especislly at a time when leading economiets are deeply

See ippendix I, Article I, Section 4,



concerned about the tendency towards greater concentration of
economic power. The Farmer-Lsbor Co-operative Assoclation 1s doing

its bit to combat this tendency by promoting more democratic manasge-

ment of businesse.






APPENDIX I
BY-LAWS
of the
FARMER-LABOR CO-OPERATIVE ASSOCIATION
Cusghing, Oklshoma

ARTICLE I
Members
Sec. 1. The annual meeting of members shall
be held at &u and plsce as shall be determined by the board
of directors.
Sec., Z. Speelal « Speeclal meetings of members may

be held at any time and place upon call of the board of directors,
whose duty 1% shall be %o call such meetings upon written recguest
of not less than ten per cent of the members, stating the time,
place and purpose thereof,

gec. 3. lotice, FRotice of the time and place of holding all
meetings shall publisghed not lesz than two weeks previous there-
to in the newepaper printed nearest to the place where the principal
office or place of business of the corporation is located. In
addlition to the foregoing publication, written notice of all meet~
1ng:1;hall be malled to sach menber at least two weeks prior to the
meeting.

Sec., 4. Yo by mall. Voting by proxy shall not be per-
nitted, but =bsent members may vote on specific questions, other
than the removal directors, by ballota transmitted to the secretary
by mall; provided that all sbsent members have been notified in
writing of the exsct wording of the motion or resolution upon
which such vote is taken, and a ecopy of the =ame is forwarded with
the vote,

Sec. 6. Guorum. Ten per cent (10%) of the members shall
congtitute a quorum for the transsction of mny business at any
meeting except for the transaction of business concerning wihleh a
different quorum is required by leow, In the event a cuorum is not
preeent, the meeting may be adjourned from time %o time by those
present until a quorum is obtained. ¥No notice of adjourned meet~
ings shall be recuired.



Sec, 8. m"ﬁ_{ « The order of businegs at the
annusl meeting, snd so far as possible at all other mee g8, shall
be: (1) Roll call, (2) Proof of due notice of meeting, (3) Read-
ing anddsposal of mimates, (4) Reporte of officers and commlttees,
B? Unrlninhld business, (&) New businees, (7) Election of
dl.reotora. and (8) Adjournment.

ARTICLE II
Directors

Seq. 1. W. Members of the board of directors
shzll be elected by and I'rom the members of the association. Ko
person shall be eligible for the office of director if he ig in
competition with, or is safrilisted with any enterprise which is
in competition with the assoclation; and if a majority of the board
ﬁ.nds at any time following a hearing that any dlrector 1s so

d or affiliasted, he shall thereupon cease to be a director.
'.l'ﬁo 2) directors shs.{l be elected for one (1) yaa{ga‘m (2)
directors shall be elected for two (2) years;
directors shall be elected for three (3) years.

Sec. Z. Mg;gl. ¥hen a vacancy on the board of directors
occurs, other than gimt.ion of term, the remalning members
of the board, by a -a,jor ty vote, shall rill the vaocancy.

§6C0. J. on Hee 2] of -
The bosrd of ﬁ%ﬁ% nee Md%&éf} soﬂ ea

annual meeting and eleet a president, vice president, secretary,
treasurer, and such other officers as the board may conslider
necegsary. Lach officer ghall hold office for one year and until
the election and qualification of hig successor. Only the presi-
dent and vice president need be members of the board. The offices
of secretary and treasurer may be combined in one office under the
title *cecretary-Treasurer®,

ec. 4. m%g. Regular meetings of the bosrd of directors
shall be held m or at such other times and at such places

as the board may determine. Speelal meetinge shall be held when-
ever called by the president or by a majority of the directors.
Fotiece of all regular and speelal meetings shall be mailed to each
director at least three days prior to the dny of the meeting, or
given in person or by telephone at least twenty~four hours prior
to the time of the meeting; provided that notice of any meeting
may be walved in writing by all of the directors. A majority of
the directors shzll constitute a gquorum at any meeting.

660, Do W. The compensation, if any, of members
of the board o etors, shall be deternined by the shareholders
at any annual or speclal meeting; provided, however, that no
director shsll receive compensation or allowances for services
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rendered the association for more than twenty days in any one year,
exclusive of the period for which compensation is pald for atiend-
ance at directors' meetings.

S6C. 6. %}am‘. Mo near relative of any director or of
the mansger sh regularly employed by the association,

Sec. 7. m!_g% « The board of directors shall
reqguire the mansger an other officers, agents, and employees
charged by the association with responsibility for the custody of
any of its funds or negotiable securities, to give adequate bonds.
Such bonds shzll be furnished by a respongible bonding company

and apvroved by the board of directors, and the c¢ost thereof shall
be pald by the assoeiation. The board of directors shall slszo
provide for the gdequate insurance of zll property of the asgocla-
tion and property whioch may be in the posgsession of the assoclation
or gtored by it and not otherwise adequately insured. In addition,
the board of directors shall provide for adequate insurance gover-
ﬁg th;l iiabuity of the association for accidents to employees and

€ pu Ca

Sec. a.mm least four (4) times, Af possible, each
year, the bo ctors shall secure the gervices of a com-
petent and disinterested auditor who sghall make a careful audit of
the books and acoounts of the assoclation and render a report in
writing thereon which ghall be submitted to the members of the
assoeiation a2t their annual meeting. Such reports shsll include

at least (1) a balance sheet ghowing the true assets and lisbilitles
of the zssociation, (2) an operating statement for the fiscal perioed
under review, showing the cost of, and income from, sales, and the
gross income or lose from each of the commodities handled during

the period, and {(3) an itemized statement of all expenses for the
period under review.

Sec. O « The board of directors shall employ and
fix the compensation of a manager who shell have charge of the
businesa of the sssociation under the general contreol, supervision,
and direction of the board. No director shall serve as mansger.
The mansager ghall employ, supervise and dismiss all agents and
enployees of the asmhhon, and determine thelr compensatlon,
duties and responsibllities subjeet to the approval of the board
of directors. FHe ghall also conduet the business in such a2 way
that all patrons will receive uniforu treatment; deposit in the
name of the assoclation in a bank selected by board, all money
belonging to the assoclation whieh comes iInto his possession, and
if authorized to do so by the board of directore, make disburse-
ments therefrom by checkeg for the ordinary expenditures of the
association, purchasge all commodities, when possible, from co-
operative sholesalers, maintsin his records and accounts in suech
a mesnner that the true and correct ocondition of the business may
be ascertzined therefrom any %time; furnish the board a correct
gtatenent of the businessg and affailrs of the assoclation at each
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monthly meeting, at the end of each fiscal year, and turn over to

kis successor all books, records, documents, and correspondence

pertaining to the business of the association which may be in his

gnstedy; and perform such other duties as may be prescribed by the
oard.

ARTICLE III
- Of ficers

Sec. 1. Pre %. The president shally (1) preside over
meetings © e association snd of the board of directors;

2) cell speeclal meetings of the board; (3) perform all scts and
dutles usually performed by an exesutive end presiding officer;
(4) sign all etock certificates and revolving fund certificates;
and sweh other papers, documents, or instruments as he may be
authorized or directed to sign by the board of directors; and (5)
perform such other duties as may be prescribed by the board.

gee, 2, VYVice t. In the absence of disabllity of the
president, the viee president shall perform the dutieg of the
president; provided, however, that in case of the death, resigna-
tion or disability of the president, the boazrd of dlroo%ors, may
declare his office vacant and elect his suceessor.

Sec. 3. cretary. The secretary (sezretary-treasurer)
shall keep a complete record of all meetings of members and of the
board; have general charge and supervision of the records of the
assoclation; sign all stoek certificates and revolving fund certi-
ficates and such other papers, dJdoocuments, or instruments as he may
be authorized to sign by the board of directors; serve all notices
required by law and by thege by- laws; make a full report of all
matiers and business pertaining to his office to the members at
the annual meeting; keep the corporate seal and the books of blank
stock certificates and revolving fund certificates; complete and
countersign all stock and revolving fund certificates issued; keep
complete stock and revolving fund certificate records; affix the
corporate seal to all papers requiring such seal; mske all reports
required by law; and perform such other duties as may be prescribed
by the association or the board of directors. Upon the election
of his successor, the secretary (seoretary-treasurer) shsll turn
over to him all ﬁooks and other property in his cuatody belonging
to the assoclatlon.

Sec. 4. M The treasurer (secretary-treasurer) shall
perform such duties W respect to the flnances of the assocla-
tion, and otherwige, as may prescribed by the board of directors.
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ARTICLE IV
savings
Sec. l. m of + The net savings of the assocla-
tion shall be apportioned on a patronage basls among &ll patrons,

members and nonmembers slike, at the end of each fiscal year, and at
tua? g{hor time or times as the board may deteranine, and dlstributed
as ITollovws:

(a) Not lese than ten per cent (10F) thereof shall
be set aslde as a general reserve until such reserve ecguals
firty per cent (50%) of the pald-up eapital stock.

(b) From the amount remaining, dividends in the na-
ture of interest, at a rate not exceeding four per cent
(4%) per annum on the par value thereof, may be pald on the
outstanding stock.

(¢) The amount remaining shsll be distributed among
the patrons entitled thereto, and pald to them in cash,
capltal stock, or revolving fund certificates, or any
comblnation thereof, as the board of directors may de-
termine; provided, ﬂowever, that any portion thereof pay-
able to nonmembers patrons shall be eredited to them until
the amount thereof 1s equal to the ge price of one
share of the assoclation's common g « Y¥hen the amount
80 oredited to any patron is equivalent to the purchase
price of one share of the assocliation's capital stock, one

~ share of such stock shall be iszsued %o such patron therefor
if sueh patron 1s eligible for membership. In the event
that sueh patron is not eligible for membersbip, however
an equivelent amount (fzce value) of revolving fund certi-
ficates shall be igsued therefor in lieu of such stoek.

(d) Twenty-five per cent (26Z) of the patronage
refund acoruing to any member holding less than four
shares of stock shall be credited, each year, to the
member to purchase additionsl sheres until he holds four
fully pald up shares of stock,

SeCe 2a ‘Eg!géfzﬁgk » The assoeglatlion 1s authorized to
issue and gell revolv certificates, of a character herein-
after described, for the purpose of providing funds with which to
carry on itis busginess. In order to further the co—-operative
charscter of the assogistion, and provide a means whereby its
current menbers and other patrons will furnish suech funds, the
assoclation is also suthorized Lo lssue such certificates evidenc-
ing patronage refunds which are, in whole or in part, so paid.
Funds srising from the issuance of such certificates ghall be used
for the purpose of building up such an amount of capitzl as may be
deened necessary by the board of directors from time to time, and
for revolving such capital, ¥When such funds, or funds derived from
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any other source, are not needed for the proper finaneing of the
association, as determined by the board of etors, they shall
be devoted to the refunding of the oldest outstanding revolving
fund certificates. Such certificates may contain such other terms
and conditions not inconsistent herewith as may be prescribed from
time to time by the board of directors; shall be lssued in annual
séries, each certificate in each series being identified uwpon ite
face by the year in which it is issued; sh2l]l be retired by serles,
fully or on a pro rata basis, only at the diseretion of the bosrd
of dirsetors, in the order of issuance by years, as funda are
avallable for such purpoee; and ghall not bear inhn-t. A record
of all holders of revolving fund certificates shall be maintained
by the secretary, and such certificates shall be transferable only
on the books of the agsoeli-tion upon surrender thereof, propsrly
endorsed, and no other transfer thereof shall be binding upon the
agsoclation. All other debts of the agsociation, both secured
and ungecured shsll be entitled te priority over all outstanding
revolving fund certificates. Upon the digsolution or winding up
of the agsociastion in any manner, after the payment of a2ll other
debts, all outgtanding revolving fund certificates ghall be retired
in full or on a pro rata basls without priority, hefore any dis-
tribution is made on ascount of capital stock.

Secs Se « The books and records of ithe
agsociztion sh such a manner by years that the smount
carried to the general reserve sceruing from patronage of each patron
of the agsoclation may be ascertained at any time. %hen, in a
given year, the operation of the gssocistion results in a net loas,
such lose shall be charged to the surplus, if any, until such sur-
plug is exhaugted, and then to guch general reserve. The board of
directors shall preseribe the basis on which the sontributions to
such reserve by yesrs shall be reduced on account of any such loss,
g0 that such loss shall be borne by the patrons on as equitable a
basls as the board of directors deems tical. Whenever, in the
digeretion of the board of directors, general reserve 1s found
to be in excess of the amount deemed reasonsbly necessary for the
requirements of the agsoclation, such excess shall be applled to
paying off ratsbly by years the oldest unexhausted contributions
to such reserve,

ARTICLE V
¥igcellaneous

Sec. l. gar, The fiescal year of the assocliation
ghall commence on the first day of November and end the last day
of Cotober,

Yec. 2. Seal. The corporate sesl of the assocolation shall be
eircular in form and shall contain the name, and post office address
of the assoclation, surrounding the word "Sesl”,



SeCe S « Thege by-lawse ag{ocodnd by the articles
of incorporation o e aasoclation, sﬁ be prepared in pamphle$
form, and s copy thereof m:de avallsble to each member.

9e0. 4. The board of directors shall have the power to gell
and iggsue certificates of indebtedness or other forms of oblige-
tions to pay interest of not to exceed six per cent (6%) per annum,
In case of liquidation thege certificates ugall be pald before the
retireaent of any of the capital stock.

Sec. D« The board of Directors shall have the power to call
in and pay off any shares that any one ghareholder holds in excess
of four shores. JIn order that all shareholders will eventually
hold the same number of ghures.

Sec. 8. » These by-laws may be sltered, amended,
or repealed by a ty vote of the members present and voting
at any regular meeting, or any special meeting called for such

purpose.



APPENDIX II
PROSPECTUS FOR CO~-OPERATIVE STCRE
Caueching, Oklahoma
12-17-47
By Store Planning Division

Consumers Co-operative Assoclation
Yansas City, Migsourli

Building

A bullding 9C ft. by 124 ft. hae been purchssed.

Ggg]
aia dep g (5
P down
Balanee 3_'5m
Bal:nee to be paid £106.00 per month, saue as
Trénse.

Equipment and Inventory
Cogt
Grocery Store Equipment § 10,255.00
Grocexry Inventory 12,000.00
Fars Supply Inventory 5,000.00
Feed Inventory 4,000.00
Filling Station Inventory 800400
Cream Station Equipment 250400
Tank wegon - Tank only
§ 33,085,
Repalr on building -~
lumber and labor) $ _5.200,00
Zotal ¢ 36,185.00
Hembers
418 ~ Hembers
Capital needed per family:
¥onthly Crocery Bill ¢ 5C.00
Equipaent to Lhandle groceriecs <0.00

Feed, oll, Gas, Tires
Applisnces and Farm
Hachinery Inventory 20,00

ZTotal $ 100.00

46



47

BIBLIOGRAPHY
Bakken, Henry H. and Schaars, Marvin A, :
MM. New York: ¥ v-m%&pg%-n:
c. »

CIO Newg Vol. X, Nos. 1-52.
Oklghoma Union Farmer Vol. XXVIII, Nos. 1-12, Vol. XXX, No., 1.

Nineteenth %Q_ ﬁgogg of the Consumers Co-operative Assoclation,
ansas City, gsouri,

teg of the %&ct%i of the Farmer-Labor Co-operative Assocla-
on, ’ oma.

By-Laws of the Farmer-Labor do—operative Assocliatlion,
% The factual material used as a basle for this study
was 0

ed largely from members of the Farmer-Labor Co-
operative Assoclation in personal interviews.



Typist: Mrs. Amos D. Maxwell





