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PREFACE
The purpose of this study is twofold.

The first is

to determine whether farmer cooperatives are growing, declin
ing, or remaining relatively unchanged.

While the second is

an attempt to provide some measure of the importance of
farmer cooperatives upon the economy in which they operate.
The region picked for study is one of the author’s
own design, and does not conform to any other regional
system.

The geographic area was picked because it was

believed to fairly represent the midwestern agricultural
centers.

The study region is composed of the states of Iowa,

Kansas, Nebraska, South Dakota, Wisconsin, Minnesota, Illi
nois, and Indiana.
Of necessity, the data used in this study has been
gleaned primarily from government documents or received
from representatives of cooperative-related organizations.
I would like to thank my wife, Judy, for the many
hours spent editing and typing this paper, and what is
more important, for the magnificent amount of patience and
moral support she afforded me.
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INTRODUCTION
Farmer Cooperatives have for over a century played a
large role in the agricultural sector of the American economy;
and yet they are a subject about which the average citizen
knows very little.
There are usually three questions asked when one
attempts to discuss Farmer Cooperatives with an individual who
is not familiar with them.
needed?

What are they?

When did they originate?

Why were they

I will attempt to answer

these questions since the answers may help the reader to
better understand and evaluate the analysis presented in the
text of the study.

The answers to these questions will, of

necessity, be brief since my purpose in making this study was
to analyze performance and not to justify the existence of the
Farmer Cooperative, which for the purpose of brevity will
hereafter be referred to simply as cooperative.
WHAT IS A FARMER COOPERATIVE
There are many definitions of what a cooperative
actually is; and, of course, the viewpoint of the individual
doing the defining heavily influences his evaluation.

From

a man concerned with the legal ramifications of the coopera
tives one might expect a definition concerned with tax and
-

1

-
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organizational justification.

"A cooperative enterprise is

one which belongs to the people who use its services, the .
control of which rests with all the members, and the gains
of which are distributed to the members in proportion to
the use they make of its services."1

From an individual

concerned with the day-to-day operations of a cooperative,
we would expect a definition stressing the benefits to be
derived from membership.

"Cooperation is organized working

together for mutual benefits.

Economic cooperation is a

form of business with democratic needs, serving themselves
on a nonprofit basis, and receiving benefits proportional
to participation."2
Regardless of the viewpoint of the person doing the
defining, there are certain concepts which are continually
stated or implied.

Cooperatives are organizations which,

theoretically at least, pool the financial, human, and pro
ductive resources of members in order to meet their economic
needs in the areas of marketing the farmers produce, buying
supplies for production and general needs, and supplying
members with agricultural services.
WHY WAS A FARMER COOPERATIVE NEEDED
As early as 1810, farmers realized that they were at

1U . S. Department of Agriculture, Farmer Cooperatives
in the United States, prepared by Joseph Gl Knapp (Washington
U. S. Government Printing Office, 1965 ), p.4.
2Ibid., p.3.

- 3 a disadvantage in doing business on an individual basis.

They

were attempting to merchandise their products in an economic
atmosphere which was dominated by a small number of large
consumers.

Even though some economists regarded our economy

at the time as atomistic, this was not the situation with
regard to agriculture.

The problem which presented itself

was a large number of small producing units attempting to
bargain individually with a small number of large consumers.
The outgrowth of cooperatives resulted from the farmers’
realization that they could realize a great deal more eco
nomic bargaining power and negotiate more effectively with
the large consumer if they joined their efforts cooperatively.
Along with being able to receive better prices, farmers also
found they could reduce their costs since cooperatives could
buy supplies needed for production in larger quantities and
therefore at a reduced rate.
It should not be concluded, however, that increased
economic bargaining power was the sole function of the coop
erative, for they also served a social and political function.
The cooperative meeting was often a family affair where wives
and children could gather socially and share in their common
interests.

The cooperative also provided a source of poli

tical representation for the farmers which they could not have
achieved as individuals working alone.
WHEN WERE FARMER COOPERATIVES FIRST ORGANIZED
There is evidence that farmer cooperation was taking
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place in America as early as 1780, but the cooperative as we
think of it today was begun in the early eighteenth century.
"Early efforts at ’associated or cooperative dairying’ were
attempted at Goshen, Conn., about 1810.

Several cooperative

cheese and butter factories were established in New York and
other states by i860.

More than 400 cooperatives in the

country were processing dairy products by 1 8 6 ? . It is
evident from this statement that some of the earliest efforts
of cooperatives were associated with dairy products, but they
were followed soon after by grain and livestock organizations.
Regardless of which type of cooperative came first,
it should be realized that the history of Farmer Cooperatives
in this country is nearly as long as the history of the United
States itself.

3Ibid.,p.51.

CHAPTER I
FARMER COOPERATIVE GROWTH
The purpose of the first chapter of this study is
twofold.

First, it will attempt to relate the relative

growth of cooperatives over the twelve-year period of this
study; and secondly, it will provide a measure with which
to gauge the impact of cooperative operations on the economy
within which they operate, whether it be in state or region.
It is my hope that this investigation will enable the reader
to gain a more comprehensive picture of cooperative activities
in recent years.
regional growth

While endeavoring to measure the growth of coopera
tives over the years, I found that there are only three areas
in which relevant statistics are readily available.

Each, in

turn will be explored and then relative strength and weaknesses
as measures; of growth, will be explained.
Cooperative Organizations
The definition of a farmer cooperative organization as
it will be used here will be any organization listed with the
.rarmer Cooperative Service, United States Department of
- 5 -

- 6 Agriculture as a cooperative organization.

This will include

both the local and regional organizations, and there will be
no distinction made between the two types.
Looking at the first year of the study, fiscal 1950,
we see that the study region comprised of eight Midwestern
states contained 4,639 cooperative organizations (See Table 1A).
Comparing this to the United States as a whole, which con
tained 9,977 organizations for the same year, we see that the
study region contained roughly 46.4 percent of all coopera
tives in the nation.
By fiscal 1955 the regional total had decreased to
4,533 organizations for an annual average decrease of .5 per
cent.

Comparing this to the total in the United States once

again, we see that for this same period there were 9,894
organizations in the United States.

Evaluating this on a

comparative basis we see that the study region’s share of
organizations has dropped to 45*8 percent.

So it can be

seen that the study region during the five-year period had
been decreasing at an annual rate greater than that of the
nation as a whole.
In fiscal I960 the region contained only 4,075 organi
zations as compared to 9,163 for the United States as a whole.
This amounted to a 1.7 percent drop in the region’s share of
organizations.

This shows that even though the rate of decline

of the farmer cooperatives in the United States had increased
to a .16 percent in the preceding five-year period, the study
region had increased its rate of decline to 2.1 percent for

Table IA
Number of Farmer Cooperative Organizations, Members, and Dollar Value of
Cooperative Business(i960 Dollars); for the Study Region and Nation,
Fiscal 1950, 1955, I960, 1963 ; Average Annual Rate of Growth
1950-1955, 1955-1960, 1960 -1962 , 1950-1962.*
1955

I960

1962

Average Annual Percent Change
19501960 195519501960
1962
1955
1962

Organizations :
Regional
4639
National
9977

4533
9894

4075
9163

3925
8907

- .5
- .2

-2.1
-1.6

Membership :(1 ,000)
Regional
2844
National
7055

2993
7732

2976
7203

2995
7219

1.0
1.9

- .2
-1.4

5862
16136

6779
17950

4.2
7.1

6.3
4.1

1950

Value of Cooperative
Business($1,000,000 ):
Regional
3522
4322
National
9332
13171

-1.9
-1.4

-1.4
- .9

.1

.3

.2

7.5
5.5

5.6
5.6

.4

Calculated from data published by the Farmer Cooperative Service, United States Department of Agriculture.

the same period.
Finally, in fiscal 1962, the last year for which .
statistics are available on farmer cooperatives, the study
region had dropped to 3,925 organizations or 44.1 percent of
the national total.
In summing up the last twelve years then, it can be
said that cooperative organizations in the study region have
been decreasing at an increasing rate, which has been greater
than that of the nation as a whole.

This has resulted in the

region losing 2.3 percent of its share of organizations.
It might be well to discuss here the problems involved
in using the number of cooperative organizations as an
isolated measure of growth, or as may be the case, lack of
growth.

The first difficulty encountered is that of isolat

ing the number of mergers and consolidations which have taken
place during any one year, or over the entire twelve-year
period.

This information is not always accessible to the

researcher, and any attempt to draw infrences on unadjusted
data would be very misleading indeed.

The second difficulty

faced is that the number of organizations taken alone is not
a significant measure.

This is due to the variations in

sales volumes of individual organizations from year to year;
in other words, ten organizations may be accounting for more
or less volume of business in any one year than did twelve
organizations the year before.
An analysis of the numerical change in cooperative
organizations has been given here for two general reasons.

- 9 First, the data will become .-more meaningful when related to
other statistics that are to be presented later in this study;
and secondly, it may be revealing to some individuals to see
how a particular state or region ranks with the nation as a
whole.

In any case, it may prove to be an interesting statis

tic for the individual who has no knowledge at all of farmer
cooperatives.
Membership
I believe that it should be pointed out in the beginn
ing that the cooperative membership data as given by the
Farmer Cooperative Service does contain some double counting,
that i§ one individual may be counted as a member of two
separate cooperatives.

This double counting is not considered

to be significantly large so as to render the data useless for
the purpose of this study.
The picture presented by cooperative membership sta
tistics is significantly different from that which we saw
with regard to organizations.

Both the study region and the

nation had a net increase in members between 1950 and

1955 ;

the region at an average annual rate of 1 percent per year
and the nation at an average annual growth rate of 1.9 percent.
During the following five-year period ending in I960, coopera
tives lost membership both regionally and nationally.

Just as

nationally cooperatives had been gaining members at a much
faster rate than the study region, so too did they lose member
ship at an accelerated rate.

The rate of decline during this
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period was at the average annual rate of 1.4 percent per year,
while the region lost membership at an average annual rate of
.2 percent.

The final two years of the study period were

once again marked by growth in membership— the nation at an
average annual rate of .1 percent and the region at an annual
rate of .3 percent.

For the total twelve years covered by

the study, the regional membership grew at an average annual
rate of .4 percent a year which was nearly twice as great as
the rate for the nation, or .2 percent a year.

So now we can

say that we know cooperative membership is growing, and from
this it might be inferred that cooperatives themselves are
growing; but I am still not sure that this is true.

As was

the case with cooperative organizations, there are also
serious difficulties in using membership as a measure of
cooperative growth.

To be sure, we would expect that member

ship statistics would follow more closely the movement of
cooperative operations through the years, but this is where
the difficulty is first encountered.

If the membership had

decreased, we might have said that there was a logical pattern
since the number of both farms and farmers had decreased through
the years; but would this have necessarily meant that coopera
tives were doing less business than before?

On the other

hand, if the number of members has increased, can we say that
cooperative operations have also increased; and if so to what
extent?
It should be evident by now that it is not the indivi
dual statistic, such as the number of organizations or the
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number of members that is really important here, but rather
the relationship of the two.

So let us go back now and see

exactly what we have proven so far.

We know that in the

period from 1950 to 1962 farmer cooperative organizations
decreased at an average annual rate of 1.4 percent in the
study region and .9 percent for the nation as a whole.

We

also know that cooperative membership for the same period
increased at an average annual rate of .4 percent for the
study region and .2 percent for the nation as a whole.

From

this we must conclude that cooperative organizations,although
becoming fewer in number, are becoming larger in size with
regard to membership.

It should be obvious now that there

is an important ingredient missing in our analysis.

This

ingredient is a measure of the productivity or activity of
the cooperative organizations and the relative change in its
magnitude during the study period.
Dollar Value of Cooperative Business
The figures representing dollar volume of cooperative
business that are used in this study are gross figures; that
is, they include the inter-cooperative business in farmer
cooperatives.

The gross figure was^used because it was con

sidered to be more compatible with data utilized on gross
product originating, which will be explained in a later sec
tion.

The data on dollar volume of cooperative business was

gleaned from annual reports published by the Farmer Coopera
tive Service, United States Department of Agriculture.

The
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statistic was published in current dollar amounts; however,
it was deflated to a constant dollar base so that a measure
of relative growth could be ascertained.

The deflation

process presented a distinct problem since the total business
of farmer cooperatives is comprised of two distinct segments:
on the one hand, as commodities being sold by farmers, and on
the other as commodities and services being purchased by
farmers.

This necessitated the use of two different indices.
Table I '.B
Index of Prices Paid and
Received by Farmers
I960 = 100
Prices Received,
All Farm Products

Prices Paid,
For Production

1950-51

117.6

97.9

1955-56

97.0

94.5

1960-61

100.4

100.2

1962-63

102.1

102.4

To solve the problem, total cooperative business was broken
down into three categories :

business provided by farm market

ings, business provided through farm supply, and business
provided through related service activities.

It was then

possible to adjust the categories using different indices
where needed.

It was assumed that the farm marketing cate

gory could be adjusted utilizing an index which reflected the
prices paid to farmers (see Table IIR), while both the

- 13 supply and service categories could be adjusted utilizing an
index which reflected the prices paid by farmers.

The indices

used for deflation purposes were those of the United States
Department of Agriculture, but they had to be recalculated
assuming a base year of i 960 in place of the original base
year of 1910.
techniques.

This was done using standard statistical
The indices were also revised to reflect fiscal

years rather than calendar years.

When the separate categor

ies had been deflated using the appropriate indices, they
were reaccumulated to form a new total in constant dollars.
Analysis of change in the constant dollar volume of
cooperative business over the twelve-year study period
showed that cooperatives did enjoy a significant amount of
growth during this time.

In the period from fiscal 1950

to fiscal 1955, the region grew at an average annual rate
of 4.2 percent per year while the United States grew at an
average annual rate of 7•1 percent per year.

During the

period of fiscal 1955 through fiscal I960, the picture
reversed itself somewhat with the region accelerating at. an
average annual growth rate of 6.3 percent while the nation
declined to an average annual rate of 4.1 percent per year.
In the last two years of this study the region continued to
accelerate its growth rate significantly to 7.5 percent per
year, while the nation recovered only slightly to an average
annual rate of 5•5 percent per annum.

I believe that it is

very significant to note here that both the. study region and
the United States have the same average annual rate of growth

- 14 for the twelve-year period.

It is important for two reasons;

first, the magnitude of the growth rate itself is surprising
in light of the economic sector within which it was accom
plished; and of course, I refer here to the agricultural
sector of our economy.

Secondly, it is interesting to note

that the identical growth rates were achieved in a contrast
ing fashion regarding the time element.

Nationally, the

cooperatives saw their greatest rate of growth early in the
study years after which they continued to grow at a decreasing
rate.

On the other hand, the regional cooperatives exper

ienced their lowest growth rate in the early years of this
study but continued to grow at an ever-increasing rate.
I believe now that it can safely be said that coop
eratives are actually growing, but is it really enough to
make this isolated statement?

Actually, a growth rate is

nothing but a relative measure and for a relative measure to
be meaningful there must be something to which it can be
compared.

It is true that the study region has continually

Deen compared to the nation, but this has been a comparison
of cooperatives in one geographical area with cooperatives in
another geographical area.

Now that it has been established

that cooperatives are in fact growing, I believe it is time
for this growth to be examined and evaluated in the light of
the economy’s expansion during the same period of time.
Gross Product Originating
Gross Product Originating, or as it is more commonly

- 15 called, GPO, will be used here as a measure of output for
"activities" of the economy of the region being studied.
"This measure is equivalent, at the state level,
to the gross national product at the national level.
Except for some minor differences the sum of the GPO
for the states is equal to the national GNP. As such
it represents the payments to the productive factors
in a region. That is, it identifies the state loca
tion of the origin of national output.
"The derivation of these GPO estimates depend on
analysis of the payments to each productive factor
and each industry in the state.
It might be well to point out here that the minor
differences referred to in the preceding quotation with
regard to the equality of GNP and the sum of the GPO for all
states are due to the fact that GNP is the net output mea
sure for the nation in the sense that it does not double
count the sales made by one business to another.

Rather, it

counts only the sales made to the final demand sectors.

It

is for this reason that the gross figure was used to represent
the dollar value of cooperative business in the earlier analy
sis of that subject.
The data used in this study was calculated from esti
mates made by the National Planning Association.

Their esti

mates, however, were made for the calendar years 1947, 1957,..
and 1976.

This meant that the data had to be re-estimated for

purposes of comparison to reflect the years 1955, i 960 , and

1963 .

It was assumed that a comparison of cooperative data

^National Planning Association, Income and Output
(Washington: National Planning Association,
1962), p.S-157.

- 16 based on fiscal years, and GPO data based on calendar years
would not be significantly effective as to impair the compari
son.

The technique used to re-estimate the GPO figures for

the needed years was basically one of interpolation since
estimates were available for the years 1947 and 1957 it was
a relatively simple matter to estimate the values for 1950
and 1955, under the assumption that the average annual rate
of change between the years 1947 and
constant rate.

1957

had been at a

The I960 estimate was calculated by using a

weighted average of the growth rate from 1947 to 1957 and
the projected growth rate from 1957 to 1976.
estimate was found by utilizing the
rate of change.

1957

For 1963, an

to 1976 projected

There may be some who would quarrel with

the use of this technique for estimation, but it was assumed
to be reliable for purposes of this study.

In any case, the

estimates will be only as good as the original data on which
they are based.

On this point I would like to say that there

were several obvious errors found in the original estimates
published by the National Planning Association.

As soon as

the Association was notified of these errors, new estimates
were calculated and furnished to me for purposes of the
study.
During the decade following 1950, the GPO, or output,
of the study region grew at a relatively steady rate.(See
Table I.l Cl).

The three years following i 960 , however, were

charagteri zed by a drop in the annual rate of growth from
3•5 percent per year to 2.3 percent per annum.

Although the

Table I I
Value of Cooperative Business, GPO, and Agriculture GPO, in
I960 Prices: 1950, 1955, I960, 1963; Average Annual Per
cent Change 1950-1955, 1955-1960, 196 O-I962 , 1950-1962

1950

Average Annual Percent Change
19501960195519501960
1955
1962
1962

1955

I960

1962

Value of Coopera
tive Business,
($1,000,000):
Regional
3521
National
9332

4322
13171

5662
16136

6776
17950

4.2
7.1

6.3
4.1

7.5
5.5

5.6
5.6

GP0($1,000)+
Regional
63166
National 349926

75676
429646

91076
526515

101660
593962

3.7
4.2

3.6
4.2

2.3
4.1

3.7
4.2

7711
24206

7504
23035

7330

- .4
-2.2

- .6
-1.0

- .6
- .2

- .5
-1.2

GP0 Agriculture
($1 ,000 )*
Regional
7 S65
National
26966

22696

andCOutuuttTrendsmToai97?UblÌShed ln th® National Planning Association, Report No. 2, Income
of Agriculture^’1'0111 data Published by the Farmer Cooperative Service, United States Department

- IS decrease in the growth rate since i 960 may be significant
with regard to a possible new growth trend for the area, it
did not substantially alter the 3*7 percent annual .average
growth rate for the total 1950—1962 study period.

It is

interesting to ncte at this point that while the study region
was growing at an average annual rate of 3.7 percent and
had, in fact, suffered somewhat of a downturn in the last
three years, the national gross product originating had been
growing at nearly a linear rate of growth of
annum.

4 ..2

percent per

This then presents what I consider a very interesting

situation.

The volume of cooperative business in the study

region had been growing at an ever-increasing rate and has
exhibited a 5.6 percent average annual rate of growth, while
the nation had grown at a barely linear average annual rate
of growth of 4.2 percent.

The truly surprising elements of

this relationship are that, first, this high rate of growth
in cooperatives has taken place in a region whi ch has exhib
ited a relatively low rate of economic growth; and secondly,
the rate of growth has supposedly taken place in the agricul
tural sector which is described by most as being in a state
of decline.

Perhaps it would be relevant now to examine the

growth of the agricultural sector and its relationship to
both cooperative growth and general economic growth of the
region.
Agricultural GPO— is that portion of total output,
as described earlier, that originates in the agricultural
sector.

The agricultural sector in this case is meant to

- 19 include farm, forestry, and fisheries.

The estimates used

here have been derived in the same manner as was discussed
earlier.

The gross product originating from agriculture in

the study region since 1950 has been declining at an average
rate of .5 percent per year.

Even so, it should be noted

that the region has been declining at an accelerated rate
since 1950.

The average annual rate of decline for the 1950-

1955 period was .4 percent; while the 1955-1960 period exhib
ited a rate of decline of .6 percent.

By the end of the

I 96 O-I963 period, the rate of decline had grown to .S percent
per year.

Some small amount of consolation might be found

in this dreary picture in comparing the .5 percent average
annual rate of decline for the region to the 1.2 percent rate
o± decline for the nation.

Even this is short lived, however,

when it is recognized that the nation has been declining at
a decreasing rate since 1950, while the region has been .. 1
declining at an increasing rate for the same period of time.
CONCLUSION
It is now time that all the factors that have been
examined be pulled together to form a composite from which
conclusions may be drawn.

First, cooperative organizations.,

as such, have become fewer in number while membership has
grown at a very small rate.

This means, then that while

cooperatives have grown fewer in number, they have grown lar
ger in size.

The volume of cooperative businesses in the

study region have grown at an increasing rate since 1950 and
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the average annual growth has been at a rate exceeding the
average growth rate of GPO for the nation, the region, and
the agricultural sector.

From this^ then I believe it must be

concluded that cooperatives are growing arid at a rate of such
magnitude as to have a great effect upon the economy within
which they are operating.

It is also quite evident that the

growth in cooperative operations has been accomplished in one
or both of two ways.

First, they are capturing an ever-

increasing share of a decreasing market; or second, they are
extending their operations outside of the agricultural sector,
ihe degree to which the latter might be true is a very dif
ficult variable to isolate and at this point will have to be
left to the speculation of the reader.

In any case, I feel

that the purpose of this chapter has been fulfilled, and I
hope that the facts and relationships revealed here have
been enlightening to some degree.

CHAPTER II
STATE HIGHLIGHTS
Since the preceding chapter concerned itself only
with the study region in its entirety, I feel that an analy
sis of each individual state comprising the study region will
be useful.

Since I so not want to lull the reader of this

paper to sleep with needless repetition of the previous
chapter, the approach used here will be what I refer to as
"analysis by exception".

Only the salient features of each

state which deviate from the norm set by the region will be
examined.

In other words, the performance of the study region

is to be used as a given standard; and any deviation from ,h
this standard by the individual states will be discussed.
Iowa
The state of Iowa follows generally the same pattern
as the region with regard to cooperative organizations (See
Table IIA), but the growth in membership for the study period
was more than twice that of the region, or 1.0 percent per
year (See Table IIB).

It is interesting to note that while

Iowa has had a strong growth rate on the average, during the
last two years of the study they experienced a definite
- 21

Table H A
Farmer Cooperative Organizations for the Nation, Region, and States:
1950, 1955, I960, 1962, and Percent Change 1950-1955,
1955-1960, 1960-1962, and 1950-1962*

Fiscal

Average Annual Percent Change
1950I96 O195519551960
1955
1962
1962

1950

1955

I960

1962

Iowa

710

697

618

586

- .4

-2.3

-2.6

-1.6

Kansas

351

364

344

329

.7

-1.1

-2.2

- .6

Nebraska

415

406

377

370

- .4

-1.5

- .9

- .9

South
Dakota

305

317

308

299

.1

- .6

-1.5

- .2

Wisconsin

361

785

688

672

-1.8

-2.6

-1.2

-2.1

Minnesota

1,261

1,288

1,159

1,127

.4

-2.1

-1.4

- .9

Illinois

576

527

447

413

-1.8

-3.2

-3.8

-2.8

Indiana

156

149

134

129

-1.2

-2.1

-1.9

-1.7

9,977

9,894

9,163

8,907

- .2

-1.6

-1.4

- .9

4,639

4,533 .

5,075

3,925

- .5

-2.1

-1.9

-1.4

United
States
Region

Calculated from data published by the Farmer Cooperative Service, United States Department

Table IIB
Farmer Cooperative Membership for the Nation, Region, and States:
1950, 1955, I960, 1962, and Percent Change 1950-1955,
1955-1960, 1960-1962, and 1950-1962*

1950

1955

I960

1962

Fiscal

Average Annual Percent Change
1950I96 O195519501960
1962
1955
1962

Iowa

377,317

402,840

427,750

423,140

1.3

1.2

- .5

1.0

Kansas

151,773

196,810

204,840

218,080

5.3

.8

3.2

3.1

Nebraska

214,258

254,310

266,070

283,730

3.5

.9

3.2

2.4

South
Dakota

138,453

167,530

182,490

189,810

3.9

1.7

2.0

2.7

Wisconsin

403,665

415,210

400,690

411,115

.6

- .7

1.3

.2

Minnesota

561,453

578,880

601,530

615,760

.6

.8

1.2

.8

Illinois

613,099

556,740

470,225

443,430

-2.0

-3.3

-2.9

-2.6

Indiana

383,807

420,230

422,000

409,555

1.8

.1

-1.5

.6

United States
7,054,560

7,731,735

7,202,395

7,218,750

1.9

-1.4

.1

.6

Region

2,992,550

2,975,595

2,994,620

1.0

• .2

.3

.4

2,843,825

'Calculated from data published by the Farmer Cooperative Service, United States Department
of Agriculture.
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decline in membership.

Perhaps this is an indication of the

trend for the future.

The growth in the volume of the coop

erative business, measuring in both relative and absolute
terms, would place the stede in the top three in the region,
with an average annual rate of growth for the study period
of 6.1 percent (See Table IID).

This fact becomes more sig

nificant when it is related to the growth of Iowa’s output
which has been increasing at a declining rate since 1950 (See
Table IIC) and achieved an average annual rate of 3•5 percent
for the entire period.

It is interesting to note that Iowa

was the only state which achieved any substantial rate of
growth of agricultural GPO during the study period.

This

period of growth, however, corresponds exactly with the same
period in which cooperatives experienced their lowest rate
of growth.

This was the 1950-1955 period.

Kansas
This state actually experienced an increase in coopera
tive organizations between the years 1950 and 1955 at an
average annual rate of .7 percent, after which the trend
turned downward. This ¡state’s contribution toward membership
growth was the greatest in the region and experienced its
greatest expansion prior to 1955 when it was growing at the
rate of 5.3 percent per year.

The average rate of increase

for the prior twelve-year period was 3.1 percent,„well above
the rate of the region.

The performance for the state was

once again exceptional with regard to business growth, and

Table IIC
Gross Product Originating (i960 Prices) for the Nation, Region, and States:
Fiscal 1950, 1955, I960, 1962, and Percent Change 1950-1955
1955-1960, 1960-1962, and 1950-1962 ($1,000,000)*

1950

1955

Iowa

5,107

Kansas

Average Annual Percent Change
1950195519601950I96 O
1962
1955
1962

I960

1962

6,095

7,232

7,995

3.6

3.5

3.4

3.5

4,276

4,909

5,836

6,565

2.8

3.5

4.0

3.4

Nebraska

2,778

3,284

3,859

4,241

3.4

3.3

3.2

3.3

South
Dakota

1,248

1,344

1,508

1,643

1.5

2.3

2.9

2.1

Wisconsin

7,661

9,055

IO .992

12.321

3.4

3.8

4.1

3.7

Minnesota

6,677

8,006

9.814

11,071

3.7

4.1

4.1

4.0

25,942

31,261

37,561

41,888

3.8

3.7

3.7

3.7

9,497

11,722

14,344

16,.136

4.3

4.1

4.0

4.2

429,846

526.515

593,962

4.2

4.2

4.1

4.2

75,676

91,076

101,860

3.7

3.8

2.3

3.7

Illinois
Indiana

United
States 349,926
Region

63,186

'Calculated from data published by the National Planning Association , Report No. 2, Income
and Output Trends to 1976.

Table IID
Constant Dollar Value (i960 Prices) of Cooperative Business
for the Nation, Region, and States : Fiscal 1950,
1955, I960, 1962, and Percent Change
1950-1955, 1955-1960, 1960-1962,
and 1950-1962 ($1,000)*

1950

19 55

I960

1962

Average Annual Percent Change
19501960195019 551960
1962
1962
1955

Iowa

550,041

639,439

933,354

1,121,210

3.1

7.9

9.6

6.1

Kansas

254,415

355,848

658,236

766,591

4.6

13.1

7.9

b8.6

Nebraska

274,635

323,430

442,145

488,366

33.4

6.5

5.1

4.9

South
Dakota

159,992

213,192

245,457

274,009

5.9

2.9

5.7

4.6

Wisconsin

508,037

667,407

868,066

1,099,360

5.6

5.4

Minnesota

702,284

912,344

1,244,727

1,349,488

5.4

6 .4

4.1

5.6

Illinois

665,810

756,097

886,217

1,000,648

2.6

3.2

6.3

3.4

Indiana

376,740

454,607

584,280

679,234

3.8

5.1

7.8

5.0

United
States 9,331,930

13,171,061

3.6,135,537

17,950,485

7.1

4.1

5.5

5.6

4,322,364

5,862,482

6,778,906

4.2

6.3

7.5

5.6

Region

3,521,954

12.5

6.6

'Calculated from data published by the Farmer Cooperative Service, United States Deoartment
of Agriculture.

- 27 although the average rate of growth for the entire study
term was 6.6 percent, well above that of the region, the
high point of growth actually came in the 1955-1960 period
when the rate reached 13.1 percent per year.

This is of

particular import since Kansas was the state which exhibited
the greatest rate of decline in agricultural GPO.

Although

absolute values have not been used to any extent in this
study, I believe it should be pointed out that since I960
the dollar volume of business done by cooperatives has
exceeded the gross product originating in agriculture.

This

then would lead me to believe that the; cooperatives are
extending their activities to areas which are essentially
nona^ricultural in nature.

The oil refineries which are run

by cooperatives in the state of Kansas may be a good example
of "extracurricular" activities.
Nebraska
Nebraska’s cooperative membership growth rate,
while not being the highest, was exceptionally high, aver
aging 2.4 percent per year for the entire period.

The mem

bership growth was characterized by a softening in the 19551960 period, but later regained momentum.

The volume of

cooperative business followed essentially the same pattern
as that of the region until i 960 , when the rate of expansion
dropped forcing the overall average annual rate of growth to
level off at 4.9 percent in the twelve-year term.

It is

noteworthy that the average annual loss in agricultural GPO

- 2d was very small compared to the other states in the region,
but there is cause for concern since the rate of change has
gone from a +.4 percent rate of growth in 1950-1955 to a
-1 .1 percent rate of growth in the

1960-1963

period (see

Table HE).
South Dakota

The rate of decline for cooperative organizations
in the state of South Dakota, averaged for the entire
twelve-year period, was the lowest in the region; but the

.2

percent rate is deceiving in that hidden in the average rate
factor the last two years witnessed a rate of decline of
percent.

1 .5

The rate of increase in cooperative membership for

this state is second in the region only to the state of Kan
sas.

It might be interesting to note here that although

cooperative organizations were experiencing their greatest
rate of decline in the

1962-1903

period, the growth in mem

bership was recovering from a slight decline experienced in
the 1955-1960 period.

Had it not been for a very small rate

of growth in cooperative business during the

1955-1960

period,

output would have experienced a nearly linear rate of growth
which would have come very close to duplicating that of the
region.

Gross product originating, although growing at an

increasing rate since

1950 ,

only had an average annual growth

rate of 2.1 percent for the entire period.

This was well

below that of the other states and put South Dakota on the
bottom of the list.

While the growth rate for total GPO was

Table H E
Gross Product Originating (i960 Prices) from agriculture for the
Nation, Region, and States: 1950, 1955, I960, 1962 , and
Percent Change 1950-1955, 1955-1960, 196 O1962 , 1950-1962 ($1 ,000 ,000 )*

Iowa

I960

1962

Average Annual Percent Change
195019551960 - 1950
1960
1955
1962
1962

1,612

1,593

1,519

-

634

632

-2.2

607

-

.1

-

769

.4

455
891

1950

1955

1,475

.2
.1

-1 .6

.2

-1.3

-1.3

- .5

-1.1

- .3

-1.9

-1.9

-1.9

-1.9

-1.8

.6
-1 .0

.2

.8
-1.2
- .2

Kansas

6 35

Nebraska

79S

815

795

582

530

Wisconsin

998

913

Minnesota

1,116

1,010

482
886
962

Illinois

1,376

1,383

1,365

1,345

- .3

- .5

885

814

.1

789

791

-1.7

- .6

.1

- .9

26,988

24,206

23,035

22,898

-2.2

-1.0

- .2

-1.2

7,865

7,711

7,504

7,330

- .4

- .6

- .8

- .5

South
Dakota

Indiana
United
States
Region

953

-2.0

-

- .3

-

Calculated from estimates published by the National Planning Association, Report No. 2
Income and Output Trends to 1976.
’
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- 30 the smallest of all eight states, the rate of decline was the
largest in the region.

This should be expected since the

state of South Dakota is more heavily dependent upon agricul
ture than are the other states in the region, but this
serves only to make more impressive the growth of coopera
tives there.
Wisconsin
The average rate of decline for cooperative organi
zations which was in excess of 10 percent a year was well
ahead of that for the region.

The membership growth pattern

follows more closely that of the nation than it did the
region with a -.7 percent rate achieved in the 1955-1960
period, yeilding an overall annual rate of change of +.2
percent per year.

This then means that Wisconsin had the

smallest average yearly gain in membership for the twelveyear period.

Under these conditions I feel that it is quite

remarkable that the volume of cooperative business continued
to grow at such an exceptionally high rate.

The average

annual rate preceding I960, which was seen to be in excess
of 5 percent per annum, was completely overshadowed by the
growth rate achieved after i 960 of over 12 percent per year.
Agricultural GPO declined at an exceedingly high rate during
the first five years of the study; and by the 1960-1962 per
iod that trend had reversed itself and output was growing at
the average annual rate of .2 percent peryear, which ranks
Wisconsin among the few states in the region to experience

- 31 this development.
Minnesota
Minnesota was one of the few states to have a
growth in cooperative organizations, alghough it was only in
a period from 1950-1955 at the average annual rate of .4
percent per year.

With regard to both membership and dollar

volume of business, the state followed generally the pattern
of the region.

It should be noted, however, that in both

I960 and 1962 the value of cooperative business exceeded
the dollar value of agricultural GPO.

The average annual

rate of decline in agricultural gross product originating
for the entire period was nearly twice that of the region,
but it should be pointed out that since 1950 the rate of
decline has decreased from 2 percent a year for the 19501955 period to .3 percent for the last two years.
Illinois
Not only has Illinois been losing cooperative
organizations, but it has been consistently and unfaulteringly losing cooperative membership.

It might have been

assumed from this then that the growth of cooperative busi
ness in the state might suffer a setback.
case.

This was not the

It is true that the average annual rate for the

entire period of 3.4 percent is somewhat lower than that of
the region, but the rate of growth since 1950 has been increas
ing and reached an average rate of 6.3 percent for the last

- 32 two years of the study.

Both total GPO and its agricultural

contribution follow very closely the pattern set by the
region.
Indiana
There was an average annual growth in membership
for the entire period of .6 percent per year, but this
figure should be examined more closely since it is really a
composite, of two very different trends.

During the first

five-year section of the study, membership in Indiana grew at
an average annual rate of 1.8 percent per annum.

The next

five-year period saw this rate drop to .1 percent and the
final two years were marked by a substantial rate of decline
in membership.

This decline in membership, however, did not

deter the cooperatives in the state from continuing to grow
at an increasing rate as far as dollar volume of business is
concerned.

This may have been due to the fact that the gross

product originating of the state was growing at a rate in
excess of that of the region and closer to the ^growth trend
set by the nation.

It also may have been reflecting the

small amount of growth experienced in agricultural GPO
since I960.

Either one or both of these explanations might

be true depending upon the degree to which cooperatives are
doing business outside of the agricultural sector.

CHAPTER III
GROWTH OF COOPERATIVE FUNCTIONS
The previous two chapters were concerned primarily
with cooperative growth in the study region relative to
other measures of economic growth for the same geographical
area.

The major purpose of this chapter will be to examine

the operations of cooperatives relative to their major func
tions.

There are basically three functions of a cooperative:

1.) merchandising member commodities, 2.) supplying to
members and nonmembers the inputs for farm production and
other needs, and 3.) providing miscellaneous services.
THE MARKETING FUNCTION
Historically, marketing has been considered as the
primary business of cooperatives.

As was discussed in the

introduction, it was for this purpose that farmers first
began a joint effort; and to some this is still the sole
function or at least a inajor function of the farmer coopera
tive.

Cooperatives were first developed for the purpose of

marketing in the mid-nineteenth century to aid farmers in
getting their produce to market.

Since that time, marketing

cooperatives have developed to the point where they are
literally carrying on all the functions of services that are
- 33

- 34 needed to transfer goods from the producer to the ultimate
consumer.

These functions include such things as grading,

standardizing, packaging, storing, financing, and merchan
dising.

Although most cooperatives carry on all of these

functions, they usually specialize in one function or a
number of individual functions.

In 1926 Secretary of Agri

culture W. M. Jardine, in a report to President Coolidge,
wrote "effective agricultural cooperation begins at seeding
and planting time, and in the case of many crops ends only
when the product is turned over to the processor or to the
consumer.

When farmers’ business organizations take this

broad view of their functions, they can make a real contri
bution to the stability arid progress of agriculture."^In the preceding chapters the number of organiza
tions, the number of members, and the value of commodities
handled were used as measures of growth, but the growth in
cooperative functions cannot be measured this way because of
the method in which data is gathered.

The cooperative organi

zation is considered as a marketing cooperative if over 56
percent of its business comes from marketing commodities;
and on the other hand, a cooperative is considered a supply
organization if over 50 percent of its business comes from
supply operations.

Since most cooperative organizations per

form at least two of the three functions previously mentioned,
the majority basis of designation would not provide an
^Samuels, J. K., and Willikins, Paul C. "The Accom
plishments of FCS. in Marketing", News for Farmer Cooperatives.
pi 6; July, 1966.
------------------- --------

- 35 accurate measure of growth in any one of the functions.
Since membership data is gathered in the same way, only the
statistics on the value of commodities marketed can be used
as a measurement.
In fiscal 1950 (see Table III A) cooperatives in the
study region marketed over 2g billion dollars worth of com
modities for their patrons.

By fiscal 1955 the value of

commodities marketed had reached nearly 3 i billion dollars
or an average annual rate of increase of 6.1 percent for the
five-year period.

By fiscal i 960 the value of cooperative

marketings had reached 4.2 billion dollars for an average
annual rate of increase of 4.1 percent since fiscal 1955.

In

1962 cooperatives reached nearly 5 billion dollars worth of
marketings and it is interesting to note that the average
annual rate of growth for the preceding twelve years had been
5.6 percent which was the identical rate of growth coopera
tives had experienced for their total operations.

This

might mean then that the marketing functions of cooperatives
had been pacing their expansion since 1950.

In any case it

might be well to remember this relationship as the other
functions are examined.
SUPPLY FUNCTION
In the early history of United States agriculture
each farm was largely self-contained and under these condi
tions farmers did not have need to purchase any large amount
of their production supplies or equipment.

As the nature of

TABLE III A
Constant Dollar Value of Marketing Business of Farmer Cooperatives : Fiscal 1950, 1955, I960, 1962.'1'
($1,000) (I960 Prices)
1950

1955

I960

Iowa

404,250

490,025

643,992

790,620

Kansas

216,607

274,631

475,875

542,778

Nebraska

213,092

255,162

297,988

319,811

South Dakota

117,960

166,437

164,292

183,801

Wisconsin

376,581

554,044

648,253

861,737

Minnesota

525,470

770,632

978,187

1,065,045

Illinois

498,856

620,561

648,052

748,893

Indiana

239,043

338,621

391,345

483,765

1962

‘Calculated from data published by the Farmer Cooperative Service, United
States Department of Agriculture.

- 37 agriculture changed and the farmer had increasing needs and
responsibilities, he found that a greater amount of produc
tion inputs had to be purchased from outside suppliers.

It

was during this period that farmers first organized coopera
tives to assist in purchasing the various production supplies
that were necessary to his operation.

Each year farmers

have been buying increasing amounts of supplies and equip
ment for their operation.

Typically these items account for

over 50 percent of their total production expenditures and
have required the use of over 40 percent of their total
receipts from operations.

During the last few years, the

trend has been toward the more commercialized farm; and as a
result, the inputs of production have become more mechanized,
scientific, and in some cases greatly diversified.

As farms

become larger they tend to buy such things as special feeds,
high octane fuels, special types of fertilizers, pesticides,
and special equipment in very large quantities.

Production

inputs are not the only items that are purchased by farmers
through their cooperatives ; they also purchase supplies for
their home and their families.

These would include such

things as heating and air-conditioning units, fuels, lawn
equipment and supplies, and groceries.

In many cases the

items handled by supply cooperatives are products of their
own manufacture.

Two good examples of this, would be fer

tilizer and petroleum.

Many cooperatives have set up their

own fertilizer manufacturing plants and sell directly to
their patrons and others in need of their product.

Petro

leum operations are quite frequently owned and controlled

from the wellhead in the gas field to the service station
where it is sold to the consumer.

It should be noted, how

ever, that large scale operations of this type are usually
run by large regional organizations rather than the smaller
local cooperatives.
In fiscal 1950 (see Table III B) cooperatives sup
plied over nine hundred million dollars of merchandise to
their customers.

In fiscal 1955 this amount had decreased

by over a hundred million dollars of 11.1 percent to a
little less than eight hundred million dollars.

After 1955,

however, the supply function of farmer cooperatives as
measured by dollar volume and commodities handled began to
grow quite rapidly at an average annual rate of 11.1 percent
and by 1962, had reached a sales volume of nearly one billion
seven hundred thousand dollars.

It can be seen then that

except for the years between 1950 and 1955 the supply
function of cooperatives was growing quite rapidly and in
fact exceeding the growth rate of cooperative marketing.
This then might represent a reversal in the trend which had
historically given marketing the lead in cooperative endea
vors.

As the trend toward larger farms and more highly

technical specialized equipment continues, cooperatives may
find that their close proximity and working knowledge of the
farmers’ need will give them an ever expanding base on which
to adequately and profitably fulfill the agricultural need
for production equipment and supplies.

TABLE III B
Constant Dollar Value of Supply Business of Farmer Cooperatives: Fiscal 1950, 1955, I960, 1962.*
($1,000) (i960 Prices)
1950

1955

I960

1962

142,254

138,348

267,219

310,970

Kansas

63,451

68,519

151,950

194,971

Nebraska

59,697

64,041

132,404

155,525

South Dakota

40,634

43,455

75,900

85,205

Wisconsin

129,024

109,724

214,202

231,538

Minnesota

169,536

130,946

249,956

267,236

Illinois

162,563

129,549

229,372

248,674

Indiana

135,430

110,791

186,891

188,992

Iowa

'Calculated from data published by the Farmer Cooperative Service, United
States Department of Agriculture.

- 40 SERVICE FUNCTION
The service function of cooperatives is the area in
which cooperatives have begun to gain prominence in relative
ly recent years.

It is through service cooperatives that

farmers have begun providing themselves with many necessi
ties for carrying on the complicated modern farm business
and also for bringing their standard of living up to the
level which has been enjoyed for many years by their urban
counterparts.

Listing justua few of the services provided

by farmer cooperatives, there are such activities as: (l)Farmer Mutual Fire Insurance Company,
tion activities,

(2) cooperative irriga

(3) rural electricity systems, and (4) farm

mutual telephone companies.

These are just some of the

services provided by cooperatives, but the listing should
be sufficient to give the reader an idea of the kinds of
things being done.

In most instances the farmer now has

available to him through the cooperative efforts of patron
membership all of the facilities which heretofore had been
available primarily to city dwellers alone.

And again in

most instances, his needs are being cared for cooperatively
much better than they could have been individually.
Generally speaking, the dollar volume of business
done by service cooperatives in the study region has nearly
doubled every five years since fiscal 1950.

The average

annual rate of growth for the twelve years beginning in
fiscal 1950 was 11.4 percent (see Table III C).

It is

TABLE III C /
Constant Dollar Value of Service Business of Farmer Cooperatives: Fiscal 1950, 1955, I960, 1962.*
($1,000) (I960 Prices)
1950

1955

I960

1962

Iowa

3,537

11,066

22,143

19,620

Kansas

4,357

12,696

30,715

28,642

Nebraska

1,646

4,227

11,753

13,030

South Dakota

1,396

3,300

5,265

5,003

Wisconsin

2,432

3,639

5,611

Minnesota

7,276

10,766

16,564

6,085
17,207

Illinois

4,391

5,967

6,793

3,081

Indiana

2,276

5,195

6,044

6,477

'■'Calculated from data published by the Farmer Cooperative Service, United
States Department of Agriculture.

- 42 interesting to note that the service activities as well as
the supply activities of cooperatives have been growing at
a substantially greater rate than the marketing activities,
a rate of growth that is nearly twice as large.

Summary
Farmer cooperatives while growing very substantially
as a unit, have achieved significance with regard to the
various functions they perform for their patrons.

The main

stay of the cooperative which has been its marketing activi
ties is continuing to grow in a very remarkable fashion.

It

is being pursued quite rapidly by the supply and service
functions which have grown enormously during recent years.
This would lead anyone to believe that within the coopera
tive itself new purposes are evolving and that the organi
zation in the future may take on a .nature quite different
from that which has been in evidence historically.
In past years, then, cooperatives were thought of
as primarily a business association dealing in agricultural
products.

The trend now seems to be toward nonagricultural

activities ranging from industrial production to activities
usually performed by public utilities which are regulated.
On close examination, there seems to be very little differ
ence between a cooperative organization and a modern organi
zation which is highly integrated both vertically and hori
zontally.
If cooperatives are in fact very similar to other

- 43
types of business organizations, a great many questions
could be raised regarding such things as antitrust regula
tion and tax structure.

These questions are both too com

plex to be discuésed here.

I would, however, like to say a

few words about the cooperative’s tax structure, which is
usually the core of criticism.

Cooperatives do pay taxes.

They pay the same taxes other businesses do, except for the
income tax.

Theoretically this is not paid because of the

cooperative nature of the organization.1 The question may be
raised someday.by an astute observer as to where the funds
for the tremendous growth in cooperative plant and equipment
have come from if profits from operations have been returned
to the patrons.
The day is not far away when the cooperative will be
recognized for what it is, a giant economic machine capable
of advancing or retarding the efficient resource allocation
of a large segment of our economy.

At that time legislative

steps will be taken to facilitate and guide its movement.

)

APPENDIX
Primarily for reasons of time limitations, this
paper has merely scratched the surface of the subject of
farmer cooperatives, but my greatest hope, of course, is
that some small contribution has been made toward a better
understanding on the part of the individual who had no
previous knowledge of the subject.

The work in this paper

has been aimed primarily at describing the growth of farmer
cooperatives in one region over a short span of time.

No

attempt has been made to explain why cooperatives grew as
they did or what differences might have come to light in
another region or different span of time.

Had time allowed,

it would have been very interesting to examine the impacts
of science and technology on both agriculture and coopera
tive organizations.

Other far-reaching considerations which

might have had tremendous influence on farmer cooperatives
and their growth over the years include political programs,
methods of financing, impact of new products, and cooperative
management.

The social aspects of cooperative activities is

another area which I am sure would provide a very interest
ing basis for investigation.
Each and every one of the considerations or elements
which have been mentioned would provide a very challenging
-
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-

- 45 topic upon which other graduate papers could be written.

It

might well benefit graduate candidates in the future to inves
tigate many topics in this field before committing themselves
elsewhere
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