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PREFACE

THESE readings are designed to provide descriptive and supple-
mentary material for use in the study of commodity marketing. Texts
in marketing are quite properly confined to discussions of general
principles and methods, and descriptive material is used only in so
far as it helps to elucidate those principles and methods. The student
and the teacher, on the other hand, feel the need for morg,detailed
supplementary discussions. It is to provide such discussieps that
these readipgs have been prepared. : B "‘:'_t

A book of readings is particularly necessary in the marketing
field. The published material which concerns the distribution of spe-
cific commodities is found here and there in a variety of sources, much
of it in books and articles which do not deal primarily with market-
ing problems. As a result the average teacher does not have time to
search for proper collateral material and the average college library
does not have a sufficient number of the sources to which students
should be referred. And even in the universities where such ma-
terials may be available, the marketing classes are now so large
that it is impossible to supply these numerous sources in adequate
quantities. Furthermore, many of the sources contain material
which is not essential for class use. These reasons, in addition to the
obvious convenience of a book of readings under any considerations,
have prompted the development and publication of these selections.

The editor has used that method of presentation which best suits
his own teaching methods, but since no two teachers ordinarily present
material in quite the same way, or in the same order, a very complete
index has been included to assist both teachers and students in finding
readings on particular subjects. The general outline follows the
editor’s “Principles of Marketing,” and the same chapter titles and
numbers are used. It is not always possible, however, to follow this
plan exactly, since a reading on a particular commodity may discuss all
phases of the marketing of that product. To divide such a readingona
functional or institutional basis would make it necessary to cutitintoa
number of small parts, with each part placed in the appropriate chap-
ter. This is not usually desirable. Consequently, although the read-
ings are developed primarily on a functional and institutional basis,
they follow, to some extent, a product basis. A few products have
been treated rather fully, and although the readings are separated and
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vi PREFACE

placed in the appropriate chapter, they can be read consecutively by
reference to the contents or index.

It has been necessary to “adapt” much of the material in order to
eliminate extraneous discussions, and the least essential parts have
been omitted so that the size of the book could be kept within bounds.
In making these adaptations, every effort has been made not to change
the thought or point of view of the authors of the selections. Many
of the center headings were not used in the sources from which the
readings were taken. They have been inserted for the convenience
of the student.

Wherever possible, the date of publication of the reading has been
indicated in the footnote. Conditions change so rapidly in the busi-
ness field that it is often important to know the date of a reading in
order to interpret it intelligently. Finally, since most of the selections
have been chosen because of their descriptive and illustrative value,
many excellent articles dealing with controversial matters and with
general principles have been omitted. '

The sources are indicated in the footnotes. But I wish to express
my gratitude to both authors and publishers for their uniformly
courteous permission to use extracts from their publications. My
wife, Carrie Patton Clark, has assisted with the work throughout and
particularly with the proofreading and preparation of the index.

FRreED E. CLARK.

EvansTon, ILL.
May, 1924
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CHAPTER 1
INTRODUCTION

1. THE DEVELOPMENT OF MARKETING, TRACED ON
' A RISK-TAKING BASIS!

The early marketing system in the United States included
such well-known types as the tin peddler, the itinerant shoemaker,
the meat peddler, and those who carried packs of various com-
modities from farmstead to farmstead. Very frequently it was the
maker or producer of the goods that carried them to the consumer.
There cannot be a simpler or more direct method than this, but it is
not practicable when conditions become more complex.

The second stage of the development of our distributive organiza-
tion came when the producer of goods built his shop and owned his
tools and his customers came to him. This is generally known as the
“bespoke’ or custom order market. The raw material out of which
the products were made usually belonged to the customer, who
brought it to the maker of goods and said to him: “Work up this
cloth into garments of such and such a kind,” or ‘‘make this leather
into boots and shoes of such and such a size.”” When industry was in
this stage of development, the maker of goods was also the merchant
of goods, but he had no stock and he ran no risk. The significant
thing, however, is that he was stationary, that he was permanently
located, that the customers came to him, that there was a shop out
of which might develop both the factory and the store.

Then came the third stage in the development of the modern
business organization, which may be called the retail-shop stage.
This means that the maker of goods found a larger market than
formerly existed among his friends and neighbors who brought their
raw materials to be made up. This maker of goods began to anticipate
the market and to manufacture before he sold. Out of this condition
would develop very naturally a distinction between the maker func-
tion and the merchant function. Out of this condition also would
come the beginnings of a stock plan. For this maker must know before-
hand what sizes and what styles would likely be asked for. But prob-

1Adapted from C. S. Duncan, The Place of Premiums in a Distributive Organization (1917), pp.
1-5. (A pamphlet published by the National Premium Advertising Association.)
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ably more significant still is the fact that when he had stock on hand
and a customer came into his shop to buy, there arose a price bargain-
ing, and this manufacturer-merchant became a price bargainer.

The next stage in the development of modern business organization
may be called the wholesale order stage. In this stage there was a
large stock of goods on hand. The maker of these goods had manufac-
tured large lots, very probably upon orders previously received.
There was an earlier anticipation of the market demand. These goods
were turned over in large or wholesale lots to an individual whose sole
function was that of a merchant. This was the retailer. In this stage
of development, there were two price bargains; one between the whole-
saler and retailer; and the other between the retailer and the consumer.
There was also a greater risk for the retailer who bought his goods in
anticipation of the consumer’s demand. But in this situation the
retailer stands squarely between the wholesaler and the consumer. It
is he who knows the consumer market, and it is he who can most
definitely forecast what the market will need. It is through him that
the orders come to the wholesaler.

The fifth stage in the development of modern business organization
is the wholesale speculative stage. The wholesaler, also, now buys
goods in anticipation of the market demand; he speculates. Here there
are three price bargains. The first is between the manufacturers and
the wholesalers; the second is between the wholesaler and the retailer;
the third is between the retailer and the consumer. In this stage the
risk of business is upon the wholesaler and the retailer. The manufac-
turer is free from risk because he waits for orders to come.

But even this condition has been greatly modified in late years,
because the manufacturer also has speculated as to what the market
will demand. Today the up-to-date manufacturer pre-plans his work.
He sets his tasks for six or twelve months ahead and makes goods
which he anticipates the market will demand. One great manufac-
turer set his tasks for five years ahead, and he has been working
according to the details of that plan ever since. But upon what basis
can the manufacturer pre-plan his work? It is only upon his knowl-
edge of the market, and this knowledge of the market he can receive
only through his sales organization. And so long as the wholesaler
and retailer stand between him and his market, he must rely upon
their anticipation of the market demand. As the condition now
stands, therefore, the risk in modern business is shared by retailer,
wholesaler, and manufacturer, who are all attempting to forecast
what the consumer will ask for.
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2. PERSONS 10 YEARS OF AGE AND OVER ENGAGED
IN GAINFUL OCCUPATIONS IN 1920!

TaBLE 1
General Division of Occupations Number Pe:ri(l:)?tgogk-
Both Sexes
Agriculture, forestry, and animal hus-

bandry............. ... ..ol 10,953,158 26.3
Extraction of minerals. . ............. 1,090,223 2.6
Manufacturing and mechanical indus-

BEeS. « e 12,818,524 30.8
Transportation. . . ................... 3,003,582 7.4
Trade.......cooviiiiiiiiiiiiennnn. 4,242,979 10.2
Public service (not elsewhere classified). 770,460 1.8
Professional service.................. 2,143,889 5.2
Domestic and personal service. . . ..... 3,404,892 8.2
Clerical occupations. . . .............. 3,126,541 7.5

All occupations................ 41,614,248 ~100.0

3. 'CONCENTRATION AND DISPERSION ILLUSTRATED
BY THE MARKETING OF STRAWBERRIES?

A good idea of the distribution process may be obtained by con-
sidering strawberries from Louisiana. The producer of a few crates
will quite likely sell to a local buyer, who will in turn sell to traveling
jobbers’ agents or consign to a commission merchant in a distant
city. If his quantity is not sufficient for a carload, it would probably
be cheaper to send by a forwarding agent, whose charge would be less
than the expense of shipping a less than carload (L.C.L.) lot. The
forwarder quickly makes up his cars from a comparatively small
territory and ships in refrigerator cars by fast freight. These berries,
if for Boston, with best connections, could arrive in two days, and
easily in two and one-half days. The shipment would come via the
New York, New Haven & Hattford Railroad, and jobbers and com-
mission men, notified by wire in advance, would be on hand to receive
and dispose of the shipment.

Suppose your box of berries is in a car lot. Probably a jobber has
already purchased this lot through his agents in Louisiana or at

1 Abstract of the Fourteenth Census of the United States, (1920), p. 535.

2Adapted from A Summary of the Market Situation in Boston, The City Planning Board, Boston,
Mass. (June, 1915), pp. 65-66.
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auction at the Boston terminal. He resells to local wholesalers and
to buyers from nearly all small cities. These wholesalers sell the same
day to various corner grocers, fruit stores, chain stores and other
retailers. These retailers may take their berries direct from the car
or have them delivered by the wholesaler, paying accordingly. The
retailer advertises and arranges berries to attract you and you pur-
chase your quart, picking the best box in the crate. You order your
berries on going to business in the morning and they are served to you
at supper that evening, having been delivered the mile or so to your
house by the grocer’s delivery boy, necessitating the use of horse and
wagon. Thus the journey from the Louisiana farm to your table ends.



CHAPTER II
THE MARKETING FUNCTIONS!
1. THE CONSUMER?

Who are the consumers? What do they want?

The consumers of the country are its hundred million of men,
women, and children. What they want depends upon their respective
ages, sex, habits—social and personal—and their occupations, and
how much they want depends largely upon their incomes or wealth.

Under most circumstances, demands for goods come only from
adults or persons above the ages of childhood. Parents select goods
not only for themselves but also for their children. This is the rule
the world over. But in this country there are several notable excep-
tions. Children of foreigners learn the English language much more
quickly than their parents, hence frequently serve as interpreters for
the family. They begin to read the English advertising, study the
goods at the stores, and are influenced by fashion changes more
quickly than their elders. To some extent, children thus buy or in-
fluence the buying, not only of goods for themselves, but also for
their homes.

Among the American people of the richer classes, the birth rate of
children has fallen off markedly during the last fifty years, and this
tendency to reduce the number of children per family has probably
not yet reached its limit. One of the effects of this tendency of interest
to distributors of goods, particularly retailers, is that, as there become
fewer children per family, the attention given to each child increases.
This attention takes two forms: one to supply all its needs and de-
mands much more completely than could otherwise be possible, and,
second, to give more freedom to the child to satisfy its own demands.
The fewer the children, the more the money for each child to spend.
In consequence, children of native-born parents especially, begin to

1The methods of selling and buying various products (the exchange functions) are discussed
from point to point in the chapters which follow. Special discussions relating to the other functions
will be found in chapters XV, XVI, XVII, and XIX. Advertising, as a type of selling, has been
emphasized at this point because, in many cases, the student starts his study with definite ideas and
questions concerning it. Even though this subject may not be discussed until later in the course
these readings will help to clarify the student’s thought at the outset.

sAdapted from Paul H. Nystrom, The Economics of Retailing (1915), pp. 4245, 59-60. (The
Ronald Press Company.)
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demand and to buy goods of a great variety at an early age. Chil-
dren’s movements such as “Boy Scouts,” ‘‘Camp-fire Girls,” marble
playing, baseball, roller-skating, and so on, sweep over a town with
remarkable rapidity, simply because the wherewithal to supply the
necessary material equipment is provided to the child by its parents
when wanted. The present has been called the “age of the child,”
and this should be a matter of significance to the retailer in making his
plans. The store must be arranged to show its goods in a way to appeal
to the age of people who constitute its customers. What suits one age
may not suit another. The growth of the influence of children in the
markets and merchandise of this country during the last generation
is much greater than is generally realized.

Sex makes a great deal of difference in demand, not only in the
obvious differences in the goods used, but also in the manner in which
the goods are bought from stores. It is commonly asserted that it
takes more time, and that it is harder to please and to sell to women
than to men. It is probable that many of the differences that have
been pointed out between the sexes in their buying habits are exag-
gerated, but there are certainly differences that need to be noted.

A generation ago women’s time was so completely taken up with
the household industries in the home, many of which are now per-
formed in factories, that they had very little time to spend in shop-
ping. Then men did practically all of the buying for their families.
Now this practice is quite reversed. Women have been set free from
a great deal of the arduous hand labor characteristic of the past, and
have become purchasers rather than producers of the products needed
in the home. It has been estimated by a number of people that, at the
present time, at least 75 per cent, possibly more, of the goods used in
the home are purchased by women. This applies not only to goods
used by the women themselves and by children, but also to food-
stuffs and house furnishings. Even men’s clothing, particularly fur-
nishings, are now purchased very largely for them by women. The
woman is the purchasing agent for the home in an increasingly large
number of cases. Retailing in all lines must take this into account.

Women are harder to sell to than men because as a rule they have,
or think they have, more time to shop than men do. Practice in look-
ing over stocks of goods affords them much real enjoyment. Most
women like to shop. Only a few men, relatively speaking, enjoy shop-
ping. Women, as a rule, rely more on their own senses and less on
brand names than men do in buyin@ They also read descriptions
and note details more carefully. The struggle of American families -
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for social place and for more complete satisfaction of a very wide
variety of wants causes many women to think more of the pennies
than men do. For this reason, sales at reduced prices mean much
more to women than to men. The problem of making a little money
go a long way under pressure of an increasing cost of living is
one that women are meeting by giving more and more careful at-
tention to details in their shopping. Still another factor to be con-
sidered is the specific instruction now being given to young women
in hundreds of schools in domestic science, in studies of textiles and
foodstuffs. Such education will tend to make women still more
critical purchasers, and the retail store must be adapted to meet this
development.

Since women are now the chief customers of retail stores in prac--
tically all lines, the stores must seek to meet women’s standards and
demands rather than men’s. What was satisfactory to men in the
past is not wholly satisfactory to women now. Retailers who have
grasped this idea and have made their stores conform to it in such
details as cleanliness, fixtures, lighting, decorations, display of goods,
and personal service, have reaped large rewards, while those who
have not observed these changing conditions have passed out in
failure.

Habits of customers are exceedingly important factors in deter-
mining how a retail store shall be carried on. We may distinguish
between those that many people possess in common and those which
only single individuals have. The first may be called social habits,
customs, and conventions, and only the latter are designated simply
as habits. Of the two classes, the social habits are most important in
laying out the plan of a store’s work and its general policies. The
latter ' must be met by the individual salesmanship of the retailer and
his clerks.

In conclusion, the consumers are the rulers of the retail market.
What consumers want, actually or potentially, constitute the things
that the retailer must supply. If he cannot, he must make way for
the one who can. It is most difficult to characterize these consumers
in general terms. Among the multitude of consumers there are marked
individual differences. No general classification would be adequate.
They are of all classes and conditions. They are made up of the rich
and poor, old and young, ignorant and intelligent, active and indolent,
careful and indifferent, honest and dishonest, and the sick and the
well. Most of them are struggling for a living, all have their difficulties
to contend with, and few can ever.have all of their demands for-goods
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entirely satisfied. Now attending to one want, now another, they
seek the maximum of satisfaction possible to them under the circum-
stances. Subject to a multitude of whims, unsystematic in their buy-
ings, forgetful, ease-loving—such in general is the character of the
customer of the retailer.

2. THE WILL OF THE CONSUMER!

The consumer is the point of attack, either immediately or ul-
timately, in every advertising campaign for advertising goods finally
sold at retail. And while we are discussing methods of attack, is it
not well to take stock of the consumer’s defence? What are the
characteristics of the consumer as a class which meet, and, in a
measure, offset advertising and selling betterments? Space will not
let us catalogue more than a very few:

(1) The consumer’s spending power is limited by his earning
ability. He may develop, or have stirred in him, new wants, strong
enough to make him work harder in order to earn more, but he can-
not honestly spend more money than he earns, no matter how com-
plicated his wants may become. This sets a final limit on consuming
capacity, and sets a limit to the exercise of his will.

(2) The strength of the consumer’s savings instinct determines
the margin between his earning power and his willingness to spend.
The strength of this instinct is only relative and here the consumer
is vulnerable. His “will to save” is elastic.

(3) The “standard of living,” the opinion of the class to which
the consumer belongs as to what may be expected of him in the
spending of his income, has .its constant effect on a civilized man’s
conduct, and this again is relative and open to attack.

(4) Price habits have tended to become fixed in many lines of
retail business. The consumer has come to accept an increasing
number of set prices, and set price intervals. There may be a few
places in this country where a man expects to find a necktie line
regularly carried at some price other than 50 cents or $1 or upward,
but they are few. And so it is with suspenders, shirts, shoes, socks—
almost everything a man wears—certain price habits have become
well established. This puts competition in these lines on a basis of
quality, or service. It makes purchase easy for the consumer, but it
modifies the character of the advertising appeal.

1 Adapted from Paul Terry Cherington, Advertising as a Business Force (1913), pp. 92-94. (Double-
day Page & Company. Copyright by The Associated Advertising Clubs of the World.) '
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(5) Buying habits are undergoing modification also. And these
make another change in the advertiser’s position. With price “hig-
gling” partly eliminated, and the whole problem of appeal and sale
based on quality and guaranteed satisfaction, the consumer has come
to expect that goods can be bought without bargaining. The con-
sumer certainly is safer in his purchasing, but equally certainly he
is more careless.

(6) And again there is the effect of the multiplicity of appeals
being made to the consumer. The individual consumer and the con-
sumer as a class is appealed to from so many sides that the effect of
no single appeal can be what it would if it stood alone.

3. AN ADVERTISEMENT WHICH PICTURES ASSEMBLY!

Nineveh sent her sons in search of beautiful things to grace her
civilization, and her stately galleys came rowing back to Palestine
with wondrous cargoes of ivory and cedar and sweet-smelling sandal-
wood.

Across the sandy stretches of the great Arabian desert, Europe
dispatched her long, winding caravans to seek and bring back from
the Fast the silks and precious ointments to make splendid her courts.

Few people perhaps are conscious of the way the whole round world
is laid under tribute for the commonest needs of the everyday life of
civilized man.

Coffee for his breakfast table comes from Java, Brazil, Arabia;
tea from China, India, Japan; wool for his clothing from Australia;
hides for his shoe leather from South America.

The very ink with which his morning paper is printed is made of
pigments, oils, gums, and resins brought together from half the tropical
countries of the globe.

Anywhere in America the Stetson hat your hatter shows you repre-
sents the offerings of many countries.

The fur which goes to make the fine, firm felt of the Stetson hat
comes from the Nutria of the Argentine, the Coney of Scotland, and
the Beaver of Canada and the far North.

From Europe comes the leather for the sweatbands—thousands
apon thousands of sheep, goat and calf skins of thirty different colors
eénd finishes.

From Brazil comes the rubber for cementing the leather.

1From an advertisement for Stetson hats appearing in The Literary Digest, September 25, 1920,
P-161.
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From India comes the fine shellac for stiffening the felt, while
Japan and Italy contribute raw silk for weaving.

And if, even before the war, this search into the four quarters of
the globe was carried on under difficulties, think how doubly difficult
it has become in these days of dislocated markets and disarrangement
of transportation.

The demand for fur—the fine pelts of Beaver, Nutria, and Coney
—has suddenly leaped beyond all former experience.

Fashion has decreed fur for Madame in unprecedented manner.

New sources of supply must be opened up; new forests must be
penetrated; traps must be set in new fields.

Think what the initiative and standards must be that maintain
Stetson hats at the same high level today as for fifty years!

4. ADVERTISING AS AN AGENCY IN DISTRIBUTION!

Advertising in the modern commercial sense is of comparatively
recent development. Only in the middle of the nineteenth century
did it commence to be of real importance in the commercial world.
And as in its early extensive use the sale of proprietary medicines of
doubtful value predominated, it was held at first in somewhat bad
repute as an agency in demand creation. This notion lingers among
many economists, who are satisfied casually to condemn advertising
under the name “puffing,” and who fail fairly to analyze its position
as an agency in our scheme of distribution.

That there are evils and abuses in connection with advertising
today may be frankly admitted. It is a new economic agency, and
ignorance of its true function causes wasteful use. Moreover it lends
itself to conscious misuse. So the factory system carried with it evils
which were far greater a century ago than today. And just as the
factory system, by gathering together large bodies of workers, drew
attention to evils which existed unnoticed under the domestic system
of manufacture, so advertising tends to bring into the limelight of
publicity certain evils which existed as well in sale through other
channels. But theseare rather undesirable and non-essential incidents
than anything fundamental to the thing itself. The evils must be
recognized and combated, but should not cloud the fact that adver-
tising is today an element of tremendous importance in our economi
organization. The steady and remarkable increase in advertisirg
evidences its efficiency as a selling force. In the United States we ace

1 Adapted from Arch Wilkinson Shaw, Some Problems in Market Distribution (1915), pp, 90-96.
(Harvard University Press.)
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expending annually upon advertising, in its inclusive sense, not less
than a billion dollars.! This is a cold economic fact which renders
advertising worthy of serious analysis.

THE NATURE AND USE OF ADVERTISING

.. In advertising, as in selling through salesmen, the producer com-
municates ideas about the goods to the prospective buyer to create
in him a demand for the goods. While the purchaser insisted that he
seedthe actual goods before purchasing, sale by advertising was im-
practicable. While he still required to be shown a sample of the
goods, advertising was not in most cases feasible. But now that the
general average of intelligence enables the prospective purchaser to
gain an idea of the goods without seeing them and without seeing a
sample, and now that the prevailing code of business ethics is such
that the prospective buyer feels that he may rely upon the description
given him, advertising becomes in many lines the most economical
agency for the exercise of the selling function. Even where the actual
sale is made by salesmen from sample, advertising is used as a sup-
plementary agency to build up a demand which the salesman crystal-
lizes. And sale by advertising alone may be applied today even
where the purchaser demands to see the goods before concluding the
purchase, by sending the goods to him on approval. %

Not only is the modern development of advertising dependent
upon the possibility of sale by description, but it also depends upon the
increasing differentiation of commodities by trade-marks, brands, and
trade names. For the producer cannot profitably convey to the con-
sumer ideas about a certain food product which will build up a de-
mand for that product, unless the consumer is able to identify the
particular product when he goes into the grocery store to purchase it.

Advertising, then, may properly be regarded either as a substitute
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for middlemen and salesmen or as auxiliary to them in the exercise of
the selling function. Owing to the rise of sale by description and the
increasing differentiation of commodities, it tends to displace in whole
or in part these other agencies in many lines of distribution because it is
a more economical and efficient means of communicating ideas about
the goods to the consumer. "~

- Advertising, in the sense here used, may be defined as the com-
munication to possible purchasers by written or printed symbols of
ideas about the goods, designed to create a demand for the goods.yIn
this broad sense it includes not only selling letters and circulars,/but
newspaper and periodical advertising, billboards and window cards,
electric signs, street-car advertising, catalogues and all the varied
forms of modern commercial publicity.

It is necessary to include in this hasty and incomplete analysis of
advertising as an agency in distribution a reference to the character of
the demand aroused by advertising. Advertising may be said to build
up three general classes of demand: (1) expressed conscious demand,
(2) unexpressed conscious demand, and (3) subconscious demand.

The three classes may be illustrated by supposing a product for
sale by grocers to be advertised in a periodical of large circulation by
a double page costing for one insertion $8,000. If as a result of the
advertisement 30,000 people go to the grocery and buy the product,
60,000 plan to purchase the product at some future time when such
an article is needed, and 100,000 more become open to a further
exciting force, such as seeing the product at the grocery and recogniz-
ing it as one advertised, then we should call the 30,000 the expressed
conscious demand, the 60,000 the unexpressed conscious demand, and
the 100,000 the subconscious demand resulting from the advertise-
ment.. Expressed conscious demand means present sales; unexpressed
conscious demand means future sales; subconscious demand .means

- ++a field has been fertilized so that future selling efforts will be

' Unexpressed conscic'’s demand and subconscious de-
of measure but m1 """ v»ss be taken intoaccount in
ising as a selling agency.
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expect a financial return, while the man who buys a truck buys
it solely on the basis of efficiency and at the end of a year, or a
-period of years, tests his purchase by the cold figures of its com-
mercial production. This means that a high type of selling is de-
manded; for the real problem is not the market for today, but how
to build a permanent and growing business. What needs to be
done? ' :

1. The product must be right, for in selling trucks, as in all
merchandise, quality is the first essential.

2. The purchaser’s distribution problem must be carefully ana-
lyzed and correct advice given as to what type, size and number of
trucks will most efficiently perform the required service; for only as
the advice is proven sound by the balance sheets can satisfied custom-
ers be secured.

3. Prompt and efficient service must be rendered, in order that
the purchaser’s business may proceed without interruption. It is also
essential that the truck receive constant attention, that it may not
too rapidly deteriorate and become valueless before it has earned its
cost price.

4, Tt is often necessary to assist with the training of drivers and.
it continues desirable to do educational work with the owners.

5. National advertising should be used to inform the consumer,
vitalize the sales organization and build a reputation.

National advertising can do much for the truck industry in several
ways. It can promote the industryas a whole. The phenomenal growth
of the pleasure-car industry has been due in part to the large volume
of national advertising used by motor-car companies. A larger volume
of truck advertising either by codperative effort or by individual
companies, will, no doubt, enlighten the public as to the efficiency
and economy of truck transportation; will educate big corporations to
the necessity of a closer study of their terminal facilities and their
transportation problems; will show cities the advisability of making
any municipal changes in docks or streets that will facilitate the use
of trucks, and will demonstrate to bankers that trucks decrease
commercial risks by increasing earning-power.

National advertising is a very direct and powerful factor in reach-
ing the individual purchaser of a single truck. He may need the
assistance of the local salesman to estimate accurately his exact needs,
but on the fundamentals of wanting a truck and appreciating the
superiority of a given make he may be convinced by strong national
advertising in those media in which he has confidence.
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National advertising may also be an important supplementary
factor in several ways in selling fleets of trucks.

1. The purchasing agent of the corporation selects the trucks.
But above the purchasing agent is a Board of Directors who ratify
his purchases. For details they trust their agent, but they take suf-
ficient interest in the truck problem to read advertisements in the
important magazines. If the purchasing agent recommends a well-
known truck, they nod approval; if he recommends an unknown
make they may ask questions: “Of course we trust your judgment,
John, but are you sure this truck is as good as the well-known makes?”
Later, when repair bills come in, for a well-known truck they are
passed as a matter of course; for the unknown truck some skeptical
director is apt to scan the bill and say: “If we had bought a well-
known truck, John, should we have had such bills as these?” The
purchasing agent, knowing that he must shoulder alone responsibility
for an unknown truck, is more likely to recommend one in which the
directors readily acquiesce in his choice and so share his responsibility.

2. Below the purchasing agent are employees who operate the
trucks. If these employees have been educated by advertisements
in the popular magazines to have a wholesome respect for a given
make of truck, they are more likely to handle these trucks with care.

They will take a greater pride in handling trucks which are favor-
ably known, and they know that their superior officers through these
same advertisements have come to believe that the trucks will give
a certain degree of service, and that if they do not succeed in secur-
ing that degree of service the operators, rather than the trucks, will
seem to be at fault.

Advertising may be so employed as to reach all the important
factors in the purchase: president, directors, treasurer, purchasing
agent, engineer, drivers, and shipping-office employees.

3. The use of a truck favorably known to the public through
advertisements is of advertising value to those concerns which are
appealing to consumers. A department store, for example, that buys
a fleet of well-known trucks will gain some prestige for the store by
the use of these traveling advertisements of the good judgment of
the management.

4. In the merchandising of trucks the local salesmen are of su-
preme importance, and national advertising will help to secure the
best men. For in the truck business, as in the pleasure-car field,
volume at list price is the thing that counts, and national influences
that help create consumer demand also create dealer good will. -
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5. Truck salesmen need the opportunity to study transportation
problems of important concerns, but obviously a large concern cannot
be bothered with twenty or with ten truck salesmen intimately study-
ing its problems. Which two or three truck salesmen will get the
opportunity? Those salesmen who represent companies favorably
known through national advertising are likely to get the opportunity.
These opportunities are valuable to salesmen not only for the direct
opportunity to effect sales with those corporations, but also for the
opportunity of education in truck salesmanship through practical
study of important transportation problems.

THE INDIVIDUAL TRUCK AND THE FLEET OF TRUCKS

National advertising also, by provoking inquiries for booklets,
gives a line on those interested in truck purchases, and enables the
truck salesman to classify his possible customers and direct his atten-
tions especially upon those who are the most likely prospects.

The dealer who would gain opportunity for himself does well to
seek a company that opens the door of opportunity through national
advertising. The company which seeks the strong dealers does well
to offer them this assistance of national advertising.

Many truck companies have started.

Few will survive.

National advertising, by bringing together strong companies,
strong dealers and consumer good will, is likely to become a determin-
ing factor in the selection of the fittest. For those companies will
survive and grow that have a superior product and put behind it the
most effective sales system—a system manned by trained and efficient
salesmen, backed by the power of national advertising.

6. A CRITICISM OF AGGRESSIVE SELLING!

In the last fifty years there has grown up, notably in the United
States, a system of distribution which, in my opinion, is calculated to
influence and does influence the ideals and habits of the people very
profoundly. This system does not confine its functions to furnishing
what it is found that the consumer wants, but exerts a subtle but
powerful and far-reaching influence in determining what the consumer
shall want and what he shall buy.

1Adapted from E. P. Harris, Coﬂperalm, The Haﬂe of the Consumer (1918). pp. 3-19. (The
Macmillan Company.) This reading is pnmarlly a criticism of the existing marketing system, and,
with the three which follow, it might well go in chapter XXVI. It is placed at this pomt, in part, be-
cause. it deals with demand creation, but particularly to stimulate thought on market criticism early
in the course.
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THE RESULTS OF PERSUASIVE SALESMANSHIP

In the days of hand production our grandparents sought the pro-
ducer to obtain that which would satisfy their simple wants. Now the
producer, through advertising and other persuasive salesmanship,
pursues the consumer so actively that the consumer has become
relatively passive or is even on the defensive. The consumer does not,
as of old, of his own initiative go to buy; he merely consents to buy
when he is importuned to do so. This pressure is applied by scientific
means and with tangible results discussed later.

So it has come to pass that, in spite of society’s effort to encourage
and educate our power to make independent choices, whether we will
spend our money or not and what we will spend it for depends largely
upon the will of the producers and distributors of commodities by
whom we are assailed. We consumers are about as unconscious of
this influence as we are of increased pressure of the atmosphere when
we descend from the mountain to the valley, but the facts are fully
demonstrated by figures.

I claim that, through this influence of aggressive marketing, con-
sumers are caused to buy when they should not spend their money;
are caused to buy wrong things instead of things suited to their needs;
are distracted from choosing wisely and are afforded insufficient
facilities to aid in wise selection.

How does the producer’s distributor cause people to buy? By a
study of the laws which govern the human mind methods have been
evolved whereby, through the use of advertising and other forms of
salesmanship, the consumer’s undefined wants may be fanned into
specific desires. Seizing upon one of these vague, restless yearnings,
the producer’s distributor develops it into active commercial demand
for his product; and a large enough percentage of the public responds
to make the process decidedly profitable. '

To illustrate: The maker of a talking machine plans and carries
out a campaign of advertising and salesmanship covering some years.
The result is that enough people all over the country have developed
within them a strong enough desire for a talking machine to cause
them to buy, so that large additional works have to be built to supply
the demand thus created. The same thing is done by the maker of
an automobile, a cigarette, a piano player, or a certain brand of
whiskey.

In creating demand some interesting principles of psychology are
taken advantage of. For instance, when a certain article is repeatedly
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brought before the mind and reasons for buying it are given, the
reader tends to act as he is urged to do. Even the command to
“Drink so and so” the reader tends to act upon unless he consciously
combats the suggestion. ‘“Every normal individual,” says Professor
Walter Dill Scott,! “is subject to the influence of suggestion. Every
idea of which we think is all too liable to be held for truth, and
every thought of an action which enters our minds is likely to result

in such action. . . . The very thought of walking will inevit-
ably lead to the act unless I stop the process by the thought of
standing still. . . . Thought is dynamic in its very nature and

every idea of an action tends to produce that action.”

How many of us are aware that the billboard display advertise-
ment or street car card are acting upon us and that, in a considerable
proportion of cases, we are to act in turn, buy the article advertised
and become one of the thousands to justify the advertiser and return

him a profit?
“The actual effect ~modern advertising is not so much to con-
vince as to suggest. . . . The individual swallowed up by a crowd

is not aware of the fact that he is not exercising a normal amount
of deliberation. His actions appear to him to be the result of reason,
although the idea as presented is not criticised at all and no contra-
dictory or inhibiting idea has any possibility of arising in his mind.
In the same way we think that we are performing a deliberate act
when we purchase an advertised commodity, while in fact we may
never have deliberated upon the subject at all. The idea is suggested
by the advertisement and the impulsiveness of human nature enforces
the suggested idea, hence the desired result follows in a way unknown
to the purchaser. »2

Now, some of us would be disposed to deny the statement that
we do not habitually use our reason in buying, but the statistics of
advertising returns are against us. On this point Scott says: “Sug-
gestion is of universal application to all persons, while reason is a
process which is exceptional even among the wisest. We reason rarely,
but act under suggestion constantly.”

The purpose of advertising and salesmanship is set forth in the
following program: First, attract the consumer’s attention; second,
awaken his interest; third, create desire; and, fourth, move to action.
Appeal first to the perceptive faculties, second, to the intellect; third,
to the emotion; and fourth, to the will.

1Walter Dill Scott, Psychology of Advertising, pp. 82-83.
2Ibid., p. 103,
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How much of this work upon the consumer the advertisement
shall do depends upon many things. But wherever advertising leaves
off, personal salesmanship with all its training, devices and accessories
takes up the work.

To treat of the application of these principles to the business of
causing people to buy what and where they would not otherwise buy,
a number of important periodicals and numerous books are published.
Indeed, a very considerable technical literature has grown up and
several important and well-paid vocations have been developed. The
fact is, we are told to spend our money and we spend it; told what to
buy and we buy it. To what extent is this so?

About one billion dollars is spent in this country annually on ad-
vertising. The amount has grown steadily for a generation. And we
may be sure that distributors would not spend money for advertising
to tell people to buy and what to buy unless enough of the public
acted upon the advice to make the expenditure profitable.

Nor is this all. To the billion dollars spent on advertising must be
added all oral and other kinds of persuasive salesmanship, amounting
to perhaps as much as another billion dollars, or a total of two billion
dollars—around ten per cent of all that is paid for articles bought at
retail,—or more than twice the estimated total cost of education in
this country in 1913.

Now this means that a demand for advertised articles is created
amounting to billions of dollars per year, a demand which would not
exist for these specific articles but for these high pressure, adroitly
exercised and far-reaching sales methods. The money to buy this
enormous output is either earned by the consumer for the purpose or
subtracted from savings or deflected from buying some other article.
Is not the social influence of this artificially created demand worthy
of study?

ANTI-SocIAL EFFECTS OF ADVERTISING

If space and the scope of our discussion permitted, I should give
proper credit to advertising for rendering valuable service in many
ways. But it is not my purpose at this time to discuss all the advan-
tages and disadvantages of the advertising and persuasive salesman-
ship order of distribution, as it would lead us too far afield for the
purposes of this book, which are to set forth what seems to me the
anti-social influences of advertising and to suggest a remedy.

First, then, it does not seem to me to be a matter of any doubt
that the aggressive advertising method of pushing products must,
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from the very nature of the case, stimulate an artificial and false
estimate of buyable goods, and unjustifiably magnify the importance
of things in the economy of life. Each advertiser and seller recom-
mends the purchase of his particular wares, but the voice of thousands
of advertisers is united in the chorus which appeals to the public to
want, seek, and buy things.

Can such enormous influence do otherwise than conduce to ma-
terialism, and, therefore, away from the life of the intellect and spirit?

Second, the consumer is led by advertising and salesmanship to
buy things which, cost considered, should not be purchased.

What is a wise purchase? Only that thing which (1) is worth more
to the purchaser than the money which is paid for it and could other-
wise be saved; (2) is worth more than the abstinence from effort to
earn the money which buys the thing and, finally, (3) would con-
tribute at least as much to the need for shelter, clothing, food or other
satisfaction as would another equally or less costly article either to
serve the same purpose or a different purpose. If I am influenced to
buy when I might better save my money or the effort to earn it, or if
I could get more satisfaction out of some other purchase, or the
same satisfaction for less price, the influence, which causes me to
make the unwise purchase is clearly anti-social. Is the aggressive
advertising selling method likely to cause consumers to buy what
they ought to buy? It would seem from the nature of the case that
the consumer is more likely to be induced to buy the wrong thing. In
the first place, it is the more profitable article which is likely to be ad-
vertised since there is more margin out of which to pay for the adver-
tising. The article with the smaller profit can usually be bought for
less.

Of course, it is not always true that advertising makes a higher
price necessary. In some cases advertising so increases demand as
to make possible enough lower cost of production to more than pay
for the extra selling expense. On the other hand, it is possible to put
goods in a fancy package that appeals to the eye and then so to adver-
tise and push them as to sell at prices materially above what the same
goods are sold for in bulk.

The expense of creating first a consciousness of a new want and a
demand for the article to fill it is costly and the cost comes out of the
consumer. The business of creating new demands is extensive. Mr.
W. R. Hotchkin, speaking on this subject says:

“It is all very well to get the sales of things that people want to buy;
but that is too small in volume. We must make people want many other
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things, in order to get a big increase in business. So the advertising man-
ager must have two things constantly in mind:

“First—What do people want?

“And his advertising must let them know that he is able to supply
that want. That is one vital side of advertising.

“But the other side is not less important and is too often either neg-
lected or only half done, and that vital question is: What do I want to
sell that I must make people want to buy?”’

Of making more people want cigarettes, the same writer says:

“The concern that realizes the power of suggestion will tell such a
story of the delights that come from smoking that particular brand, that
every smoker will want to try it and thousands of non-smokers will be
tempted to learn to smoke in anticipation of enjoying the delights that
have been exploited.”

In view of the great economic and social importance of wisely
directed consumption it is pertinent to inquire how far demand is
deflected from right things to wrong things by the present selling
system. Many hundreds of expensive automobiles are purchased
each year by people who have to mortgage their homes to pay the
bills. Hundreds of millions of dollars are spent annually for patent
medicines which were among the earliest and most extensively ad-
vertised articles. Who knows how much the consumption of intox-
icating liquors is due to the demand stimulated by advertising—but
surely enough to pay the advertising bill.

The extent to which advertised foods are bought when more
nourishing foods could be had for less money, it is, of course, difficult
to say. Probably it would not be far wrong to guess that equal
nutritive value unadvertised could be bought for two-thirds of the
amount spent for trade-marked foods. It is fair to admit, however,
that greater purity and cleanliness are claimed for the packaged
foods.

In 1913 the Chkicago Tribune made an investigation to learn why
some 30,000 housekeepers had purchased certain food products. It
was found that—

6 per cent were influenced by friends,
36 per cent were influenced by advertising,
55 per cent were influenced by retailers.

The dealer is depended upon to take advantage of this momentum
caused by advertising and to push the product onto the purchaser.

Is the consumer afforded proper facilities to enable him to choose
wisely? In the opinion of the writer there is no department of our



THE MARKETING FUNCTIONS 21

social life which leaves so much to be desired. We Americans are far
abler to turn our efforts into dollars than to turn our dollars into real
utility values. '

The incentive of the dealer and his representatives to overreach
and sell an article for better than it is, is too well recognized to need
extended mention here. The salesman has interests to serve which
constantly run counter to the interests of the consumer. Large profit
on an article to the dealer means a large price to the customer. This
antagonistic interest between dealer and consumer exerts a constant
pressure and leads to all sorts of disadvantageous results to the con-
sumer. The dealer is a specialist, the average consumer knows noth-
ing about the goods. It is an unfair encounter in which the chances
are all against the consumer.

We are not here absolving the consumer from the main responsi-
bility for wisely ordering his economic life, but are alleging that in the
process of enlightenment and education he is retarded by the inevit-
able influence and impact of, and conditions brought about by, the
distributive system under which we live.

7. THE NEED FOR BETTER SALESMANSHIP!

The charge that retail stores deliberately induce customers to
purchase goods which they cannot use is for the most part unfounded.
Cases where customers have purchased goods ill-adapted to their
purpose can usually be traced to ignorance on the part of either the
salesperson, the customer, or both. In the past, retailers have paid
too little attention to the education of their sales force, and, in so
far as the customer has been wronged, the retailer can be justly
condemned for laxity and shortsightedness. With so many new
goods coming on the market, with their complexity of construction
and clever substitutions, the customer cannot be expected to be
aware of their true character. Years ago, when the range of selection
was narrower, and when keen competition had not flooded the market
with undetectable substitutes, the customer could be his own expert.
It was not then necessary for the salesperson to know all about the
goods. At present, however, it clearly devolves upon retailers to
educate their salespeople so that they can give the customer the
expert advice which he needs. Unless this is done, the retailer will
continue to be charged with dishonesty.

1Adapted from P.W.Ivey, Principles of Marketing (1921), pp. 317-18. (The Ronald Press
Company.)
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If the customer inquires whether hose are all-silk, the salesperson
should be able to say whether they are pure thread silk, manufactured
silk, fiber silk, or something else. Only too often the salesperson says,
“Yes, they are pure silk,” when in reality he does not know the facts
because no one in the store has instructed him. The customer makes
the purchase believing that it will satisfy his requirements. When,
after a time, short ends appear, indicating that the hose are made of
manufactured silk, the customer believes that the store has used
“salesmanship” on him in order to get rid of some inferior merchan-
dise. The truth is that salesmanship is not to blame, but rather
ignorance, lack of salesmanship.

8. SOME SOCIAL AND ECONOMIC ASPECTS OF
ADVERTISING!

A little over a billion dollars was spent last year in the United
States for advertising. What return, if any, did the public receive
for this expenditure, or was this staggering sum simply levied as an
indirect tax, concealed in the higher prices of the advertised goods
purchased? In other words, if this advertising should be stopped,
would it not be possible for us to buy the same aggregate of goods
for a billion dollars less?

This question has raised itself in the mind of every thoughtful
person as he pondered over the “wicked, wanton waste” of the electric
signs on New York’s Great White Way, or thumbed through a copy
of a magazine containing practically half a million dollars’ worth of
advertising.

It must be admitted by any honest-minded person that a part, at
least, of this stupendous sum is wasted through inefficient methods.
The same is true of any other great class of expenditure, as money
paid out for wages, for power in production, for services of profes-
sional men. The purpose of this article is to suggest some of the
benefits which accrue from advertising—benefits, not to the advertiser
himself, but to society as a whole.

These benefits are of two kinds: economic and social. Taking up
the economic aspect first we see that:

A. Advertising lowers selling cost.

The cost of selling a product is an important part of the expenses
of the average manufacturing establishment. It sometimes happens
that the cost of manufacturing the product is less than the cost of

1Adapted from F. A. Russell, “Some Economic Aspects of Advertising,” in The Enferpriser,
November, 1920, pp. 8 ff.
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getting it into the hands of the next purchaser, while it frequently is
less than the cost of placing it in the hands of the final purchaser.
Advertising is merely one way of selling or creating demand, the
other way being by means of personal salesmanship.

Now how does advertising lower the cost of selling?

1. By supplementing the salesman. This may occur at any stage
of the marketing process from producer to consumer. The salesman
supplanted may be one of the middlemen himself, as in those cases
where large advertisers have made themselves independent of the
jobber. Or it may be the retailer who is supplanted by the mail
order catalogue. When advertising supplants a salesman in this way it
is usually because the product can be more cheaply marketed by the
new method, so the public gains.

2. By supplementing the work of the salesman.

(a) It saves his time, whether he be a clerk behind the counter
or a specialty salesman on the road. He finds that his prospective
customers are at least partially sold already, so that he can obtain
his order with far less expenditure of time than when the prospect
has never heard of his proposition.

(b) It renders unnecessary many calls which the traveling sales-
man would otherwise be compelled to make. The advertising sent
out from headquarters holds his regular customers in line and secures
many direct orders between his visits.

(c) Advertising educates the salespeople all along the selling
chain so that they can sell more goods in the same time. The sales-
man, behind the counter or on the road, who has absorbed the
material in the advertising literature sent out by the manufacturer,
knows enough more about the product to enable him to make many
'sales which would otherwise be lost if he did not possess that in-
formation.

(d) Advertising speeds up the handling of goods. Advertised
goods are usually put up in packages, and there is no denying the fact
that such goods are more quickly handled in a retail store than are
bulk goods. The clerk can easily sell double the volume in package
goods than he can sell in bulk goods.

(¢) In another way advertising saves the time of the retail clerk.
When the customer knows in advance through reading the advertise-
ments just what he wants and where he can find it, it saves consuming
the clerk’s time while “shopping.”

(f) Advertising has proven itself a tremendous aid in equaliz-
ing the burden of unequal buying days and buying hours, thereby
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enabling the clerks to keep employed all day and every day instead
of being crowded past the point of efficiency certain hours of certain
days. This has made it possible to release some clerks for other work.

B. Advertising lowers manufacturing costs.

_ This is our second proposition under the head of economic benefits

of advertising. If advertising can lower selling costs and also manu-
facturing costs, it would appear that perhaps it is almost paying its
way without taxing anyone.

1. By increasing the demand or market for an article, advertising
makes possible the familiar economies of large-scale production.

2. Advertising equalizes supply and demand, thereby steadying
production throughout the year so that the plant may be operated at
its most efficient capacity the year around. This steady demand
helps the factory to meet it without resorting to overtime, or to shut-
ting a part of the plant during a dull season. A splendid illustration
of this point is the experience of the manufacturers of Sapolio, which
was formerly sold almost entirely in two months—May and October.
The advertising was designed to equalize the use of the product
throughout the year, and was eminently successful in accomplishing
this.

3. Advertising is one of the chief factors in the spread of the
gospel of efficiency throughout American industry. The advertising
done by manufacturers of filing systems, power plants, auto trucks,
industrial lighting systems, and hundreds of types of improved ma-
chinery and methods, has increased the productive capacity of our
factories much more rapidly than would have been the case without
it. And as every economist knows, this increased efficiency in pro-
duction means, through the action of competition, lowered prices to
the consumer. :

The second main proposition regarding the effects of this billion-
dollar advertising expenditure was that it rendered certain social
benefits in addition to the economic benefits just outlined. These
social benefits will be presented under four heads.

A. Advertising confers positive comforts. That advertising is
one of the fundamental factors in the production of goods some might
deny, but that it is a tremendously effective accelerator of the wheels
of progress most will grant. Without the stimulus of advertising few -
of the modern inventions that have so generously added to the rich-
ness of life would have been generally received.

Picture conditions in isolated communities unreached by the
advertiser’s message. Is it a pleasant picture? Are the homes
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comfortable and clean? Are the people healthy and intelligent?
Is their product large or small?

To be more specific, have they adequate beds, easy chairs, pianos,
good heating systems, refrigerators, washing machines, vacuum
cleaners, sanitary plumbing, and talking machines? Have they sound
teeth, good digestion, and a low death rate? Or do the women do
men’s work and the children lose their birthright of childhood because
they, too, must help earn the scanty living?

Advertising, as truly as our public school system, has raised the
general level of intelligence and the plane of living. When a man
has presented to him an ideal of better living, he begins to seek means
to attain that ideal. In other words, if a man sees things advertised
and forms a desire for those things, he will not rest until he has
gratified his newly-awakened desire. And the social significance of
this is, that man will begin to use his brain to devise ways of earning
or producing more so that he can buy what he wants.

Advertising performs the double service of awakening new am-
bitions and of showing the man in whose breast these fires have been
kindled how he may attain his desire. If it stimulates his demand
for an expensive automobile, it also tells him how he may increase his
income by the use of some advertised appliance, machine, or method
in his work.

B. Advertising creates negative comforts. It creates what may
be termed information utility. It tells us what we ought to buy,
when we should purchase it, where we can find it at the best price.
It saves us many exhausting hours of blind shopping, or in other
words, provides us the means of escape from that positive discomfort.

C. Advertising improves the quality of advertised goods. The
constant and keen rivalry for public favor unavoidably results in
successful efforts being made to improve the article or the container
or both. In lines where competition is very vigorous this tendency is
very marked, as in the manufacture of automobile tires, shaving
soaps, and washing machines. Gradually, through the pressure of
competition carried on under the eyes of the entire country, the re-
search laboratories of the various manufacturers have perfected prod-
ucts that have been hailed with glad acclaim by the men and women
of our land. The more quickly people learn the merits of a product,
the more quickly must competition act to offset that advantage. And
through advertising the spread of this knowledge is facilitated.

D. Advertising elevates the ethics of salesmanship. When the
good points of an article have been emphasized to the public many
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times through advertising, it is not so easy for the salesman to allow
his enthusiasm to stampede his regard for the truth. He feels a con-
scious check upon him; a check imposed by the fear that the prospect
or customer has already learned a good deal about his proposition.
Truly, advertising has done its full share in consigning caveat emptor
to a place among the phrases of a former code of business ethics.

These achievements of advertising, considered from the viewpoint
of society as a whole, rather than from that of a particular advertiser or
advertisers as a class, are surely sufficient to relieve to some degree
the burden of criticism heaped upon it by critics who see only the
expenditure, which is tangible and capable of being reckoned, while
overlooking the benefits, which are intangible and not susceptible of
accurate computation.

9. WHO PAYS FOR ALL THE ADVERTISING?!

Thirty years ago a camera cost you $30. Today you pay $10 for
it, although it is much improved. A can of Campbell’s soup, twenty-
five years ago, cost eighteen cents. Today you can buy it for ten cents
a can and in some cases three for a quarter. Perhaps you would be
interested in knowing just how much of your purchase price is devoted
to advertising it. Well, in the case of Campbell’s soup, 17/100 of one
cent is spent to advertise each can.

The advertising by a firm like Hart, Schafiner & Marx is both
educational and a protection to many men. The ordinary man in
the old days when he went to buy his clothes, was a victim, if the
dealer was determined to palm something spurious, shopworn or
otherwise unsuitable, upon him. Now he sees the pictures and follows
the wide publicity of these reputable garments, and his taste and
judgment are formed, and he can buy in confidence.

The manufacturers of food products have exposed, through ad-
vertising, many popular fallacies about eating coarse and unwhole-
some food, and they have spread abroad much information on the
subject of pure food and sanitary cooking. What books to read, the
places to visit for rest and enjoyment are all advertised. In almost
every phase of human activity and duty, advertising is a guide. It
tells how to care for the baby who has just entered the world, and
even churches use it to bring people to hear messages about the world
beyond.

1Adapted from Bernard Lichtenberg, “ Who Pays for All the Advertising,” in Business Progress
Bulletin, Oct. 25, 1923, pp. 1-2. (Alexander Hamilton Institute.)
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One of America’s best known manufacturers of women’s garments
said to me recently that as he increases demand, and therefore produc-
tion, through advertising, he can improve the quality and reduce the
selling price. Ten thousand garments, for example, might represent a
selling expense of half a dollar each; but by spending twenty-five
hundred dollars for advertising he doubles the number of garments
he can sell, and cuts down the selling cost to 3714 cents. Through
buying his raw material in greater bulk he gets it on more favorable
terms, his multiplied production makes for economy, and the public
shares in the benefit.

Who is paying for advertising there? It looks as if advertising
were paying its own way. In other words, advertising is an asset,
both to the producer and to the consumer.

Adpvertising has become a guarantee that the goods will be what
the merchant or manufacturer claims for them.

Suppose that there was no advertising to guide you. What a
hopeless task you’d have, if you wanted to select a new phonograph.
There are in the United States about 160 manufacturers of phono-
graphs. If you were to take a pencil and paper and write down on it
the names of all the phonographs you have ever heard of, how close
do you think you would come to the total number of makes. Another
thing, just notice the brand that you’ve written first. I venture to
say it would be Victor, wouldn’t it? Let’s take something else—auto-
mobile tires. There are 150 tire companies in the United States, yet
ten companies are responsible for more than 75 per cent of the total
production of tires. How do you account for that?

As I said before, advertising enables us to select, it insures us
uniformity of quality and uniformity of price. We know that the
phenograph or automobile tire, or any other nationally advertised
brand, will be the same quality and the same price whether we buy
it in New York or Chicago, and the same guarantee holds good.

I remember an investigation in 1917 on selling prices of 142
manufacturers known the country over. This investigation showed
that selling prices had either not advanced at all, or only to a very
small extent, in spite of the fact that in many cases the increase in
costs of material was from 25 to 300 per cent higher. But this was
not true of unadvertised goods. On the contrary, there was a general
increase in the price of unbranded non-advertised articles.



CHAPTER III
MARKETING FARM PRODUCTS

1. METHODS OF SALE BY THE FARMER!

In marketing his grain any one or more of at least four different
methods are usually available to the farmer. He may dispose of it
(1) by outright sale either to the country housc or other local buyer,
(2) by sale after storage in the local elevator or warehouse either to
the house or others, (3) by sale on contract before actual delivery, or
(4) by sale on his own account in the terminal market.

The relative importance of these methods varies as between dif-
ferent sections and different states. The first method, for example,
is the most important in the Northwest and probably all grain-
producing states in the Central West, and the second in the Pacific
Coast area.

2. THE PURCHASE OF GRAIN BY COUNTRY
ELEVATORS?

Regardless of the manner in which a sale is made, the price
usually is established in one of four ways: (1) By a flat rate, (2)
by grade, (3) by grade subject to dockage, or (4) by grade after
cleaning. '

PurcHASE AT A FLAT RATE

If purchased at a flat rate, the buyer takes all of the grain at a
fixed price. To do this some knowledge must be had of the quality
of a farmer’s grain or a sufficicntly large margin of profit must be
demanded as protection against loss in event of poor quality. Under
this system of equal price it is evident that the producer of high-
quality grain usuallv receives less than it is worth.

PUrCHASE BY GRADE?

In determining the grade of a load of grain the elevator agent
usually scans the load and examines several handfuls therefrom for

1Adapted from Federal Trade Commission, The Grain Trade, Vol. 1, Country Grain Markeiing
(1920), p. 94.

2Adapted from G. K. Livingston and K. B. Seeds, Marketing Grain at Country Points (1917),
pp. 6-7. (U. S. Department of Agriculture, Bureau of Agricultural Economics, Bul. No. 558.)

3Adapted from Federal Trade Commission, The Grain Trade, Vol. 1, Country Grain Marketing
(1920), pp. 99-100.
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shrunken kernels, admixture with other grains, dirt, smut balls, etc.!
If a careful agent, he will also plunge his hands far into the load for
the purpose of discovering any signs of heating. If the grain has been
bin-burnt? or contains smut or garlic, etc., this can usually be de-
tected by smelling samples of the grain, any such contamination
giving rise to strong, disagreeable odors.

Following this examination the test weight is taken, the weight of
the grain being an important element in determining the grade. For
this purpose a device known as a “hand tester” or “test kettle” is
employed. It consists of a cup or kettle (usually of a pint or 1 or 2
quarts capacity) attached to a hand beam scale. The beam balances
at zero when the kettle is empty and is so graduated that when in
balance with the kettle filled it will record the number of pounds the
grain content of the kettle will weigh to the bushel. This result is
the test weight per bushel.

Taking these into consideration, and giving due weight to each,
the agent decides the grade that he is willing to give the grain.

During the season of heavy deliveries at country points many
agents do not even attempt to grade each load. At that time this
often becomes a practical impossibility on account of the time which
this process necessarily consumes. Instead, several handfuls of grain
are taken from the stream as the grain is dumped from the farmer’s
wagon into the unloading pit and these are placed in a box or other
container. The samples from each farmer’s grain thus taken are
kept separate, and when a farmer has finished hauling for the day
the combined samples of his grain are thoroughly mixed and then
graded, the result being the grade for all loads delivered.

The process of obtaining samples from the stream is also often
followed in grading individual loads. Samples obtained in this man-
ner are more representative of the load than are those obtained from
the wagon box on account of the fact that certain light foreign ma-
terial, such as seeds, etc., for which dockage is taken, is forced to the
top of the load by the motion of the wagon, while other and heavier
foreign matter settles to the bottom on account of its weight. A few
agents in the Northwest grade the first few loads of a farmer’s grain
and thereafter give the same grade to the rest of his grain, loads that
are of such quality as to be obviously different from the general run
being graded separately as they occur.

1This discussion is based upon the practice in the Northwest prior to the introduction of Federal
grades.

2Bin-burnt grain is that which has heated in the bin because of wet condition.
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Competition prevents accurate grading. In some instances farmers
believe their grain to be of the highest quality, and as a result will
often sell to an elevator that offers them a better grade than the
‘quality of the grain actually justifies, even though in such cases the
elevator may make up for the overgrading by taking excess dockage.

All of the above and other factors tend to prevent the accurate
grading of grain, and this remains true even though many country
agents from long experience in the constant handling of grain are
very proficient in sight grading. Evidence of overgrading by country
agents, at least in the Northwest, is frequently found.

Variation in Grade!

Deductions are nearly always made when the grain delivered -is
not equal to the grade contracted, but out of 163 elevators from
which data on the subject were obtained only 50 paid a premium to
the farmer when the grain delivered was of a higher grade than that
commonly purchased. At the remaining 113 elevators the farmer
with grain of exceptional quality realized nothing additional for it,
any premium which the grain should command being either added to
the profits of the buyer or used in equalizing excessive prices paid
for inferior grain. ’

While some attempt at least is made to buy wheat, oats, and
other small grains by grade at ncarly all points, until recently almost
no effort has been made to purchase corn in this manner, the same
price being paid for all corn received, regardless of variation in any
of the factors contributing to the grade, including color, moisture
content, and the percentage of dirt and damaged grains. This method
of paying for grain does not offer many inducements to the farmer
to handle his grain properly.

Yield and other factors being equal the farmer should grow corn
of the color commanding the best price in his market; of a variety
showing a low moisture content when properly cared for; should
harvest and store his crop in a manner insuring a low percentage of
moisture and damaged grain; and should insist, in return, that the
dealer pay him for the superior quality of his grain.

PUrRCHASE BY GRADE SUBJECT TO DOCKAGE?2

Dockage is the number of pounds deducted from the gross weight
of the grain as allowance for the foreign material contained therein,

1Adapted from G. K. Livingston and K. B. Seeds, 0. cit., p.9.
2Adapted from Federal Trade Commission, 0. cit., p. 101.
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in order to determine the net weight of the grain. An average sample
of the farmer’s grain is obtained from theload and subjected to siftings
through a series of sieves shaken by hand. The meshes of the sieves
employed in this process are of graduated sizes similar to those pre-
scribed by law for use by the terminal market inspection depart-
ments. The sample of grain is subjected to successive siftings, each
through a sieve of a smaller mesh than the one preceding, until all
the refuse has been sifted out, leaving only the grain.

In determining dockage there is employed, in addition to the
sieves mentioned, in those cases where the grain contains a mixture
of oats, a machine known as a “kicker.” This contrivance consists
of a series of slanting screens, one below the other, within a wooden
frame, so arranged that they can be violently agitated by the turning
of a crank. The sample is fed into the top of the machine, the crank
is turned, and the grain in sliding over the screens is separated, the
oats being spouted off into one pan and the other grain flowing from
another spout into another pan.

In computing the dockage on a load of grain, the simplest method
is probably to fill the test-weight kettle with a representative sample
of the load and subject this sample to the sifting processes described.
The refuse is then returned to the test-weight kettle, the scale beam
of which, as already indicated, is so graduated as to record the number
of pounds that the contents of the kettle will weigh to the bushel. The
result will be the number of pounds dockage to the bushel, and this
result multiplied by the gross bushels in the load gives the total
pounds dockage on the load.

Correct dockage is not always taken by the country house any
more than accurate grades are always given. The dockage taken is
frequently estimated by the agent, and on account of competition
or other factors its amount is often far from correct. According to
the information obtained by the Commission, however, it seems
probable, though not certain, that the farmer is less often favored by
underdocking on the part of the agent than he is by overgrading.
In fact, the charge has been made by farmers that the country ele-
vators have taken a heavy toll from them by way of excessive dockage.

PurcHASE BY GRADE AFTER CLEANING!

In some sections elevators are equipped with machinery which
cleans the grain before it is weighed; the screenings are returned to

1Adapted from G. K. Livingston and K. B. Seeds, 0p. cit., p. 10. Cleaning is discussed in more
detail on infra, pp. 34-5.
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the farmer, and settlement is made for the weight and grade of the
cleaned grain. It is a rather surprising fact that this method is not
used more widely than it is at the present time, for while one of the
first machines for this purpose was installed over twenty years ago,
the practice is still confined to a relatively small territory.

WEIGHING IN AND THE ELEVATING OPERATION!

After the wagon has been driven on the scale it is weighed and the
weight noted by the agent. The weight taken is usually to the nearest
10 pounds. This is done as a means of saving time, and since the
error on a single load can not by this method be more than § pounds,
greater accuracy is regarded as unnecessary. The cover of the un-
loading pit is then lifted, and if the elevator is equipped with a dump
scale the grain is unloaded by elevating the front end of the wagon
and allowing the grain to run out of the rear end into the pit. If the
scales are of the usual platform style, the end gate of the wagon is
removed and the grain is shoveled and swept out of the wagon box
into the pit. When the wagon is empty it is again weighed, and the
difference between this result and the weight of the loaded wagon
gives the gross weight of the grain.

In determining the number of bushels for which the farmer is to
be paid, arbitrary weights approximating the weight of the grain
per bushel are used for computation purposes—for example, in the
Northwest territory 60 pounds in the case of wheat, 32 pounds in
the case of-oats, etc. The gross weight of the grain divided by the
fixed arbitrary gives the number of gross bushels of grain contained
in the farmer’s load. This result is then multiplied by the pounds of
dockage, as determined by the agent, to obtain the total dockage on
the load. This total dockage is then deducted from the gross weight
and the result is the total net pounds of grain in the load. To con-
vert pounds to bushels the net weight is again divided by the fixed
arbitraries previously used and the result is the number of bushels
for which the farmer is paid.?

After the grain has been dumped from the farmer’s wagon into
the unloading pit it must be removed to make room for other incoming

1Adapted from the Federal Trade Commission, The Grain Trade, Vol. I, Country Grain Market-
ing (1920), pp. 102-4.

2Thus,if the gross weight of the farmer’s load were 5,400 pounds and the dockage per bushel 414
pounds and the grain in question was wheat, 5,400 would be divided by 60 to obtain the total bushels
in the load, which would be 90; 90 muitiplied by the 414 pounds of dockage per bushel gives a total
dockage of the load of 405 pounds. Deducting this dockage from the gross weight of the load, 5,400
pounds, gives a total net weight for the farmer’s grain of 4,995 pounds. Converting this again into
bushels by dividing by 60 gives 83 bushels and 15 pounds for which the farmer is paid.
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loads. The bottom of the unloading pit slopes down into what is
known as a “boot.” This is a metal container at the lower end of
that part of the grain elevating machinery known as the “elevating
leg.” This leg consists of a series of buckets or scoops attached to
an endless chain or belt operating on rollers, one of which is at the
top and one at the bottom of the house, the belt or chain running
up through the house in an inclosed chamber. This cup or scoop
belt turns at its lower end in the boot and the cups scoop up the grain.
At the top of the leg the belt is deflected as it passes over the top roller
so as to permit the filled cups to empty into a spout. This spout can
be directed to any of the various bins. The agent sets this spout for
the proper bin, the leg is set in motion, and the grain is elevated and
spouted into the bin.

PAYMENT FOR GRAIN

The price per bushel having been arrived at, the agent draws a
check or draft to the farmer for his grain, provided the transaction
is an outright purchase. Local elevator companies usually have
accounts with banks in the locality and issue checks. In the case of
the line companies the agent usually draws on the line company,
most of which have arrangements with the local banks at their
various stations for cashing such drafts. When there is no bank
at the station, arrangements are made with one or more local mer-
chants.

In some states the laws require that elevators issue for every load
delivered by the farmer a memorandum of the quantity of grain
delivered. Such a ticket is merely a memorandum showing the
weights and dockage of each.load and is not negotiable. Some com-
panies comply with the law by the issuance of storage tickets instead
of scale tickets.

Regardless of the requlrements of the state laws a number of line
companies as a matter of practice issue a storage ticket for every load
or lot of grain delivered to the elevator, whether the grain thus de-
livered has been purchased or is merely put in storage by the farmer.
If the transaction is an outright sale, the storage ticket is not retained
by the farmer, but is indorsed by him and returned to the elevator
agent, who thereupon draws a check or draft to the farmer, closing
the transaction. This method, however, is not common, and is used
apparently only by line companies. Should the farmer lose the check
or draft, a duplicate can be had upon application to the elevator
company and the filing of a bond.
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3. CLEANING AND CONDITIONING GRAIN AT THE
COUNTRY ELEVATOR!

Some country elevators are provided with equipment for cleaning
and conditioning grain. While such equipment is expensive, its use
frequently improves the quality of the grain and increases its market
value. Sometimes grain comes to the elevator in poor condition,
often being dirty, dusty, or with high moisture content, and unless
the quality is improved by cleaning or drying, the grain can not be
disposed of advantageously. Moreover, grain containing impurities,
foreign matter, or a high moisture content is quite likely to become
hot in transit, which greatly reduces its value and frequently results
in serious financial loss. If the elevator is not provided with suitable
equipment for this process such grain must be shipped in the con-
dition in which it is received. The farmer should not place all respon-
sibility for cleaning grain on the elevator. It should be remembered
that elevator managers do not pay grain prices for the dirt and
water found in a farmer’s grain. Rather they establish the price by
taking into consideration the necessary expense of placing the grain
in marketable condition. The farmer who delivers clean, dry, sound
grain should receive a premium over the price paid to his more care-
less competitor. Farmers who deliver grain of inferior quality should
be willing to submit to a discount.

The country elevator in some sections cleans the grain received
and returns the screenings to the producers. The screenings are
sometimes of considerable value for feeding purposes, selling for as
much as $10 to $25 per ton. In sections of the country where wild
oats are commonly found mixed with the small grains, from 2 to
40 per cent of the grain delivered at the elevator may consist of
screenings. At several stations in North Dakota the “dockage” for
the 1914 season crop of wheat averaged 6 pounds per bushel. In other
words, the equivalent of every tenth load of grain delivered at the
elevator was screenings, for which the farmer received no return
unless the elevator was provided with cleaning equipment. Some-
times a charge is made for cleaning, usually from 1 to 2 cents per
bushel, bulk weight. . v

Cleaning equipment is much more important in some sections of
the country than in others. Houses provided with cleaning machin-
ery usually have the advantage over competitors not so equipped

1 Adapted from G. K. Livingston and K. B. Seeds, Marketing Grain at Country Poinis (1917),
pp. 4-5. (U. S. Department of Agriculture, Bureau of Agricultural Economics, Bul. No. 558.)
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for obviously they are the only ones that can handle a low-grade crop
and market it in proper condition. Ordinarily the farmer will fare
better if he cleans his grain on the farm before marketing and retains
the screenings for feed.

4, SEASONAL VARIATIONS IN COUNTRY ELEVATOR
PURCHASES!

During the first six months of the crop year about three-fourths
of the wheat crop in the 14 principal grain-producing states? is mar-
keted and a somewhat higher proportion of both the rye and barley
crops.® Due perhaps in a considerable degree to the wide distribution
of the oats crop, the proportion of this grain marketed during the
first six months of the crop year is appreciably below that of wheat,
barley, or rye, only 62.77 per cent of this grain in 1913-14 and 69.27
per cent in 1916-17 being marketed in the six months from July to
December.

TABLE 2. — ToTtAL Purciases oF EacHa o THE FIVE PRINCIPAL

GRAINS MADE IN EAcH MoNTH OF THE CroP YEARS 1913-14 AND 1916-

17 BY ALL REPORTING COUNTRY ELEVATORS IN THE 14 PRINCIPAL GRAIN-
PRODUCING STATES*

GQ:;‘NS Waear | CorN | Oats | RyE | BARiey
R Eleva-

Yuan s MO | paning |Perceng | Percnt-| Pt | Prnt | Percnt | Bt

Total | Total | Total otal | Total | Total

1913-14

July, 1913.......... 2,676] 8.32 13.31] 4.50} 6.52] 5.58] 2.60
August, 1913........ 2,974 11.95| 12.03| 6.83| 18.13| 15.36| 8.83
September, 1913..... 3,078| 13.07| 14.51) 8.09| 13.31| 20.19| 21.78
October, 1913....... 3,065| 11.26| 14.25| 5.57| 10.32| 15.34| 19.09
Nowvember, 1913..... 3,053 9.26/ 10.99| 8.70| 6.43| 9.41f 11.67
December, 1913. . ... 3,040 10.71| 8.12( 17.32| 8.06] 9.31] 9.08
January, 1914....... 3,016 8.02| 6.97| 11.47] 6.32| 5.94 7.02
February, 1914...... 2,978 7.39| 5.52| 10.95| 6.96| 5.55| 5.93
March, 1914........ 2,951 6.13| 4.49| 8.04f 6.99| 4.68 5.07
April, 1914. . ....... 2787 3.14| 2.77] 3.65| 3.56| 2.28 1.90
May, 1914.......... 2,767 5.45| 3.60| 8.14| 6.31] 2.62| 2.94
June, 1914.......... 2,705 5.30 3.44| 6.75| 7.08] 3.75| 4.08
Total......... 35,090{100.00{100.00{100.00{100.00(100.00100.00

1t Adapted from Federal Trade Commission, The Grain Trade, Vol. I, Couniry Grain Marketing
(1920), pp. 119, 339.

21llinois, Indiana, Towa, Kansas, Michigan, Minnesota, Missouri, Montana, Nebraska, North
Dakota, Ohio, Oklahoma, South Dukota, and Wisconsin.

3These conclusions are drawn from data covering the crop years 1913-14 and 1916-17.—EbITOR.

4For names of the 14 states in question, see Note 2. The number of bushels marketed in each
month, which is given in the original table, is omitted here.—EbIToR,
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- Gﬁrr;«s Wrear | CorN | Oats RYE | BARLEY
leva-

YEAR AND MoNTH tors Re- | percent- | Percent- | Percent- | Percent- | Percent- | Percent-

porting | ageof | age of e of of | ageof e of

Total otal otal ?gtal otal otal

1916-17

July, 1916. ......... 3,891 8.59| 13.56| 5.73| 7.25| 3.13| 4.04
August, 1916........ 4,303| 15.62| 16.63] 6.80| 22.89; 14.88| 13.06
September, 1916..... 4489 12.33| 14.49| 6.52| 13.11]| 24.32| 21.92
October, 1916....... 4,525| 11.16| 14.48| 4.26| 12.33| 19.92| 18.14
November, 1916..... 4,428| 10.94]| 10.39| 13.23| 8.46] 14.82| 15.75
December, 1916..... 4,338 7.56] 5.39| 12.85[ 5.23| 7.00] 6.52
January, 1917....... 4390, 9.87| 7.31| 16.42| 7.42| 4.56| 6.67
February, 1917...... 4201 5.75| 3.31| 9.47| 5.32| 3.35 3.85
March, 1917........ 4,246 5.60[ 4.56| 7.32| 5.65| 3.12| 3.19
April, 1917......... 4,038 3.96] 3.74| 4.70{ 3.96| 1.75| 2.03
May, 1917.......... 3,906 4.64{ 3.85 6.50| 4.25| 1.65| 2.69
June, 1917.......... 3,613) 3.98 2.30] 6.20| 4.14] 1.49] 2.14

Total......... 50,368{100.00]100.00{100.00{100.00/100.00{100.00

Corn is marketed the latest of any of the five principal grain crops.
Less than one-fourth of the corn crop in the 14 states tabulated is
marketed during the first four months of the crop year as compared
with about one-half or more of the crop of each of the other grains.
Moreover, while the hcavy movement of corn begins usually in
November, only about 50 per cent of the crop is marketed during
the first six months of the crop year as compared with about 65. per
cent of the oats and much higher proportions of wheat, rye, and
barley.

5. SOME FURTHER DETAILS OF THE COUNTRY
ELEVATOR BUSINESS!

The average country elevator is of wood construction, most fre-
quently the cribbed type, with a capacity of between 25,000 and
26,000 bushels. About one-half of the country elevators are equipped
with cleaning machinery, and slightly less than 80 per cent handle
other commodities than grain. The five principal side lines so handled,
as indicated by the proportion of elevators reporting their handling,
are, in order of importance, coal, feed, flour, building material, and seed.

On the average the country elevator buys slightly less than 100,000
bushels of grain annually, of which about 36 per cent is wheat, 31
per cent oats, 24 per cent corn, 7 per cent barley, and 2 per cent rye.
The average individual coSperative elevator, however, buys annually

about 153,000 bushels, the individual mill elevator 113,000 bushels,

1 Adapted from Federal Trade Commission, Report on The Grain Trade, Vol. 1, Couniry Grain
Marketing (1920), p. 17.
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and the independent elevator 103,000 bushels. The commercial line
and mill line elevators, on the other hand, buy on the average only
about 77,000 and 79,000 bushels, respectively.

About 70 per cent of the grain shipped by country elevators goes
to terminal markets (those markets receiving annually more than
1,000 cars of country grain) and about 7 per cent to smaller markets
(those receiving less than 1,000 cars annually). The local mills
absorb 1314 per cent of the country elevator shipments and interior
brokers 6 per cent; about 2 per cent goes to feeders, and approxi-
mately the same proportion to miscellaneous purchasers. Of the
grain shipped to specified markets, about 71 per cent is sold on con-
signment, the balance being sold *to-arrive” or “on-track” to rep-
resentatives of these market organizations.

6. TYPE DIFFERENCES IN COUNTRY HOUSES’

A concern engaged in the country elevator or warehouse business
may, theoretically, operate any number of houses. Actually, some-
thing under 200 houses seems to be about the maximum. The largest
number of houses operated by a single organization which was re-
ported in the returns to the Commission’s country elevator schedule
was 178. There are instances, however, where the ownership and
control of two or more organizations, each operating several houses,
are in the hands of a third organization, and in such cases it is evident
that the latter concern might be operating, at least indirectly, more
than the above-stated maximum.

Between the companies thus operating from 30 or 40 to 150 or
more houses located at different points and between companies
operating a smaller number of houses there is no essential distinction
except in size.

Between the line type of elevator or warehouse and the individual
type there is a fairly clear line of demarcation. A single line house is
only a part of a larger organization buying grain in two or more
localities, and all its operations are directed and controlled, with
reference, more or less, to the operations of all the other houses com-
posing the line. The individual elevator or warehouse, on the other
hand, operates locally only and is managed without reference to the
operations of other houses, except in so far as it may be competmvely
affected by them.

1Adapted from Federal Trade Commission, Report on the Grain Trade, Vol. I, Couniry Grain
Marketing (1920), pp. 30-32, 41.
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In each of these two principal classes of houses there may be dis-
tinguished four subclasses based on the character of control or owner-
ship. On this basis the line type may be divided into “ commercial,”
cobperative, mill, and maltster subtypes, and individual type into
independent, codperative, mill, and maltster houses.

According to information obtained from the Department of Agri-
culture and the Food Administration, there are probably not far
from 30,000 country elevators and warehouses in the United States.
The following table presents the numbers and percentages of eleva-
tors and warehouses according to the five types enumerated above.

TaABLE 3.—CoOUNTRY ELEVATOR TYPES

TorAaL COUNTRY ELEVA-

CouNnTRY ELEVATORS CouNTRY WAREBOUSES | /o0 ™ o0 W AREHOUSES

TYPE
Number | Per cent Number Per cent Number Per cent
Reporting | of Total | Reporting | of Total | Reporting | of Total
Comrnercial :
line........ 3,383 36.01 126 24.66 | 3,509 35.42

Codperative...| 1,831 19.49 37 7.24 | 1,868 18.86
Independent..| 2,971 31.62 234 45.79 | 3,205 32.35

Mil......... 1,175 12.51 114 22.31 | 1,289 13.01
Maltster. .. .. 35 . 3_7_ ................ 35 .36
Total...... 9,395 | 100.00 511 100.00 | 9,906 | 100.00

7. LOCAL PURCHASING FACTORS OTHER THAN
ELEVATORS AND WAREHOUSES!

Besides the elevators and warehouses there are operating in the
country, interior brokers, track buyers, scoop shovelers, solicitors for
terminal dealers, feeders, retailers, country mills and other converters,
or their agents. The number and importance of these buyers vary
according to a variety of conditions. At various points and at dif-
ferent times one or more of these buyers may be found in more or less
direct competition with the local elevators or warehouses in purchas-
ing from the farmer. For this reason they must be considered in any
discussion of the country marketing, even though their operations
are in many sections either negligible or of minor importance as com-
pared with those of elevators and warehouses. Sometimes these pur-
chasers buy from the farmer and sometimes from the elevator. But

1Adapted from Federal Trade Commission, Repors on the Grain Trade, Vol. 1, Country Grain
Marketing (1920), pp. 95-99.
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since such buyers usually lack local warehouse facilities the grain
which they purchase is most often bought outright, regardless of
whether the seller is the producer or the local house, or whether the
farmer is selling grain which he has just hauled in or grain which he
has stored in the local house. In so far as these local purchasers buy
from elevators or other buyers, these transactions are, of course,
between middlemen.

Interior brokers operating in the country grain territory most
often make their headquarters in one of the larger local towns afford-
ing transportation facilities in various directions. They purchase
grain on a brokerage basis from practically all factors in the country
market for anyone who may desire it, including terminal market
dealers. The bulk of the purchases made by such brokers is from
country houses in carload lots. Comparatively little grain is bought
by such dealers directly from farmers, and of the grain so purchased
practically all is in carload quantities.

Country track buyers are usually located at points in the country
from which it is convenient to keep in touch with a considerable
number of country stations. These buyers purchase grain in cars
“on-track” at the elevator and also buy in car lots from farmers,
reselling to whatever purchaser offers the best price, a terminal
market factor, miller, jobber, feeder, or converter, etc. In this type
of transaction the seller guarantees that the weight and grade of
the grain are in accordance with his agreement with the purchaser,
but as it is often difficult for country track buyers to obtain official
weights and inspection, disputes not infrequently occur. Track buy-
ers, like interior brokers, are perhaps most often found at points so
located as to afford transportation facilities in a number of directions,
thiis enabling shipment to numerous consumption points.

The “scoop shoveler,” or “scooper,” buys grain entirely from
farmers and loads it directly into cars from the wagons. The usual
method of loading is to shovel the grain into the cars by means of scoop
shovels; hence the name of this class of grain buyers. At times the
“scoopers” employ contrivances known as track loaders, or portable
elevators. This equipment consists of a frame carrying a series of
buckets on a belt which is often operated by a small gas engine. It
is placed alongside the railroad track beside the car to be loaded, one
end of the machine extending through the car door.  The grain is fed
into a hopper at the other end of the machine from the farmer’s
wagon, the buckets fill themselves, and are carried into the car and
dumped as the belt turns.
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Scoop shovelers are usually transient, although there are some
men who engage in the business regularly at the same place. Whether
transient or not, the scoop shoveler is not common in the northwestern
grain states. No scoopers were reported at any of the stations in

- four northwestern grain states which were visited, although one
elevator stated that it had experienced competition from such a
buyer, though not since 1915. In the Southwest, particularly Texas
and parts of Oklahoma, such grain buyers apparently operate more
frequently.

Scoop shovelers are a thorn in the side of the regular grain dealers.
Each load of grain bought by the scoopers is lost to the elevators.
In addition, the scoopers often, if not generally, offer higher prices
than the elevators! are paying, and to secure grain it is necessary to
meet these prices. '

The purchase of grain from farmers by representatives of terminal
market grain dealers is usually spasmodic. Frequently their pur-
chases are made from farmers who, dissatisfied with the prices offered
at the station, have loaded their grain with the intention of consign-
ing it or selling it “on-track.” Purchases by this type of buyer are
usually in carload lots, although at times grain has been bought from
farmers in wagonload quantities. This last is particularly true of
new territory where elevators have not been extensively established.
At times portable elevators have also been used by these solicitors
for loading grain directly from wagons into cars.

The bulk of the grain purchased by solicitors of terminal market
concerns, however, is from elevators, warehouses, and scoopers
rather than farmers.

As solicitors of terminal concerns are also frequently attempting
to secure the consignment business of local elevators, purchases of
grain from farmers are avoided at stations where a local elevator is
a customer of the house by which the solicitor is employed. Were a
solicitor to buy grain from a farmer under such circumstances, the
elevator’s volume of business would be decreased and its account
almost certainly lost to the solicitor’s house.

Agents of the mills and other converters at times go from place
to place, depending upon local prices and other conditions, purchase
grain in carload or wagon lots from farmers, and then ship it to the
miller or other consumer.

Feeders are stock raisers or liverymen, and the grains they pur-

1They can, of course, afford to do this, since they have no fixed operating expenses comparable
with those of the elevator.
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chase—usually corn and oats—are used for feeding their stock. They
also buy grain from farmers in both wagonload and carload quantities,
in the former event loading it from the wagon into cars for shipment.

The operation of the retailer is local in character. He buys grain
from the farmer, usually in wagonload lots, and then sells it to his
customers as feed. Very often the grain is paid for by merchandise.

In spite of the considerable number of purchasers besides elevators
and warehouses which are operating in the country market, the great
" bulk of the initial buying from farmers is done by the country houses.
The operations of all other classes of purchasers discussed in the
preceding paragraphs are more limited in character, and it is doubt-
ful if their total amounts to more than a small fraction of the total
sales made by the producer.

8. COUNTRY STORAGE OF GRAIN!

Not all the grain grown in a community finds its way to the ter-
minal market or other destination as soon as harvested. Some of it
may be held back temporarily awaiting an increase in price, or per-
manently for use as seed grain at the next planting season. As a
general rule, the farmer withholds sufficient grain from each crop to
supply his requirements for seed the following year.

The quantity of grain stored by a farmer for other than seeding
purposes depends in a large degree upon his financial situation. If
he is compelled to borrow money to grow or harvest his crops, thus
in effect mortgaging them in advance, he is generally compelled to
sell his grain as soon as it is harvested. One instance of such a con-
dition is where a general crop failure has occurred the previous year
in any section which has left the farmer in such a financial position
that he is compelled to sell immediately whatever grain he may harvest
in order to pay his debts.

STORAGE BY FARMERS

In many cases, however, the financial condition of the farmer is
such that it is necessary for him to sell only a small part of his crop,
or none at all, to pay his debts or necessary expenses. In either event,
if the price of grain is relatively low the farmer will frequently hold
all or the balance remaining, after the payment of debts and expenses,
for a higher price. In some cases farmers pursuing this practice sell
their poor quality grain when harvested and hold their better grades.

1Adapted from Federal Trade Commission, Report on the Grain Trade, Vol. I, Couniry Grain
Marketing (1920), pp. 104-7, 110-12.
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One of the inquiries made by agents of the Commission in the
Northwest and of the Department of Agriculture in Illinois and Iowa
in their interviews with country elevator agents was whether the tend-
ency for the farmers to hold grain, either on the farm or at the
elevator, for an increase in price, was increasing or decreasing as
compared with former years.!

Although the number of elevators involved is too small to permit
very definite conclusions, the results indicate that there is at present
little, if any, tendency for this practice to increase in the Northwest
and that there is probably a considerable increase in holding grain in
Iowa and Illinois. The reason for the difference between the two
areas in this respect is probably to be found in the fact that the
Northwest is relatively new territory as compared with Iowa and
especially Illinois, and that the economic status of the farmers in
these two states is somewhat better than in the Northwest.

Where grain is held back by the farmer for higher prices the
volume of it is likely to be considerable, as compared with those cases
where it is held for seed. Owing to the frequent inadequacy of farm
storage space, thercfore, or other considerations of expediency, the
elevator or warehouse rather than the farm is likely to be employed for
storage purposes instead of the reverse, as where grain is held for seed.

The attitude of country elevator operators regarding warehousing
or storing grain for farmers varies greatly. A majority of the nu-
merous elevators in the Northwest visited by the Commission’s agents
reported that they received grain for storage from farmers. A few
concerns reported that they refused to accept grain for storage and
a number of others that while they formerly stored for farmers
they were now either refusing to do so or else discouraging the
practice.

In the two states of Iowa and Illinois 21 of some 90 elevators
replying to inquiries of the Department of Agriculture on this sub-
ject stored grain for farmers. In most cases these houses reported
oats as the principal grain stored.

Elevators frequently, if not generally, prefer to store little or no
grain, and many of them refuse to store at all upon one ground or
another. A frequent reason given by agents for refusing to store is
that the elevators do not have sufficient space2 A further ob]ectmn

1The interviews referred to in this section occurred in 1918.

2Though this is frequently merely an excuse, it should be borne in mind that the average country
elevator has only about 10 or 11 bins and about 25,500 bushels capacity. Nearly all of them, except
some mills and maltster houses, usually handle at least two or three kinds of grain and sometimes
four or five, including flax, each of various grades, some if not all of which grades as well as the differ-
ent kinds of grain must be kept separate.
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to storage by the elevator reported by one agent was that misunder-
standings with farmers not infrequently arose when grain was stored.
One elevator in the Northwest reported storing grain for farmers
only when such farmers were tenants and it was not known what
the landlords wanted to do with the grain. In this case the storage
would be temporary. Likewise, elevators are often compelled to
store because competing elevators do so.

The practice with reference to charges for storage among the
elevators visited by the agents of the Commission and the Depart-
ment of Agriculture shows considerable variation. Many concerns,
for competitive reasons, etc., store gratis, and it appears to be cus-
tomary for most elevators to allow free storage of from 15 to 30 days.
Occasionally longer periods are allowed. One case was reported where
two months were permitted and one codperative house gave six
months free, as only stockholders stored in the house. After the
period of free storage the charges reported ranged from a half a cent
to 1 cent per month for each bushel. In some cases one rate was made
for a certain period after free storage and a lower rate thereafter. The
rates were made on a 15-day basis in some cases and in others on a
30-day basis.

When the farmer in the northwestern grain states elects to store
his grain in the elevator or warehouse instead of selling it immediately,
he usually does so with the intention of ultimately disposing of it to
the house in which it is stored. In such a case the method of handling
the grain at the local house is practically the same as when the grain
is sold outright, except that no price is fixed, and consequently no
check or draft issued by the agent to the farmer. The grain, however,
is graded, weighed, and docked, unloaded, and elevated to the proper
bin in the same fashion as though it had been sold outright. Instead
of a check or draft the farmer receives from the agent a storage
ticket for each load delivered at the elevator, showing the kind and
grade of grain, the gross weight, dockage, and net weight of the load.
The ticket also shows the rate of storage charged and the conditions
under which the grain is stored. This ticket, when signed by the
elevator agent, is negotiable and can be used as collateral for
loans.

The farmer retains this storage ticket until such time as he decides
to sell. He then presents his ticket to the elevator agent, who com-
putes the total storage charges, deducts them from the price he is
paying for that grade of grain on that day, and draws a check or draft
to the farmer for the net proceeds.
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Storage tickets are often lost. Duplicates can be had upon appli-
cation to the issuing company and the filing of a bond.

Very rarely does a farmer present his storage tickets and demand
delivery of the grain called for by such tickets. In the event that he
were to do so he would be required to pay such storage charges as
might have accrued upon the grain in question. Moreover, in such
cases the farmer would not and could not receive back the actual
grain which he delivered to the elevator, since this grain would not
ordinarily have been kept separate but would have been binned with
other grain of similar kind and grade owned either by the elevator
company, other farmers, or by both the elevator and farmers. In
fact, the actual grain delivered by the farmer may have been sold and
shipped a long time previously, the elevator company having pur-
chased a future, which is sold when the farmer cashes in his storage
tickets.

If the farmer, instead of storing his grain in the elevator or ware-
house with the intention of ultimately selling it to the house, stores
with the expectation or intention of later demanding delivery of the
identical lot he has unloaded, the grain in question is treated as
special bin storage grain.

Special bin storage transactions are comparatively rare in the
Central grain states. Such transactions usually occur either when a
farmer intends to ship his own grain or when the farmer and elevator
agent are unable to agree upon the grade. In the first case the grain
is put in an empty bin, and a special bin-storage ticket is issued for
each load. In the event of a disagreement between the farmer and
the agent as to grade, the grain is elevated to an empty bin and its
identity preserved until a sample has been sent to the terminal
market and there graded. The grade thus established, the elevator
agent issues a regular storage ticket to the farmer if he does not wish
to sell immediately, or a check in case he does.

STORAGE BY ELEVATORS

Elevators as well as farmers may hold back grain from the ter-
minal market awaiting higher prices. The extent of this practice
varies. In the Northwest only 13 out of about 150 elevators visited
by the Commission’s agents reported storing for higher prices. Several
of these reported that they held only about 10 per cent, or “very
little,” or “occasionally.” Line elevators in the Northwest frequently
fill the house with good grades of grain (usually wheat) for the pur-
pose of carrying it through the winter.
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In Jowa and Illinois grain apparently is much more often held by
elevators for higher prices than in the Northwest. In Illinois about
one-half of the elevators visited by the Department of Agriculture
agents reported affirmatively on this matter and in Iowa about one-
third.

There are indications in the data gathered by the Commission
that the attitude of the country elevator on holding back its own
grain is frequently influenced by the hedging policy of the elevator,
and the differences in this respect between the Northwest on the one
hand and Illinois and Iowa on the other confirms this view. In the
Northwest hedging is much more prevalent than in either Iowa or
Illinois. If an elevator has hedged its grain, there is little reason to
hold it except for the purpose of realizing either a carrying charge or
a possible premium of the cash grain over the future. By hedging,
the elevator has presumably protected itself against loss, but it has
also presumably limited its profit, except so far as the cash grain
goes to a premium later in the crop year. Unless the cash grain
should go to a premium, any advance will presumably be offset by
a corresponding advance in the future. For this reason, therefore,
thereé is probably less inducement for the hedging house to hold grain
than for the nonhedging house. The nonhedging house, however, hav-
ing no future outstanding, will obtain the full benefit of any price
advance, although it must also bear the loss resulting from any de-
cline. In the case of the nonhedging house, therefore, there is a specu-
lative inducement for holding grain, which is largely absent in the
case of hedging houses.

9. SALE OF GRAIN ON CONTRACT!

" Many of the contracts of elevators with farmers for the delivery
of grain are reported as made while the grain is being harvested.
This is to be interpreted broadly, however. It may mean while the
grain is being cut, while it is in the stacks, or again while being
threshed, or even after threshing. In other cases contracts are made
prior to the harvest, before the grain has been cut. Generally the
elevators in the Northwest that contract for grain confine their
contracts to grain being threshed or already threshed and stored in
the farmers’ granaries.

Such contracts for grain are both oral and written. Because of
the reluctance of some farmers to sign written contracts, some com-

1 Adapted -from Federal Trade Commission, Report on the Grain Trade, Vol. 1, Country Grain
Marketing (1920), pp. 112-14.
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panies make oral contracts only. Other companies will make only
written contracts. The oral contracts are frequently loosely made
and indefinite. The written contracts are more explicit, more formal
in character, and more easily enforced. In making a contract the
country agent may agree to purchase the farmer’s grain either at a
price agreed upon at time of contracting or based upon the price
prevailing at time of delivery.

In the Northwest, with some differences in different sections, prac-
tically all classes of elevators are disposed to discourage the making
of contracts with farmers. The Minneapolis line companies inter-
viewed stated that they preferred not to make these contracts, while
of the approximately 150.representatives of mill, codperative, and
independent elevators interviewed in the country 69 per cent stated
that they did not make contracts, and 18 per cent that they con-
tracted but very little and only with farmers whom they were certain
would deliver. About 4 per cent of these representatives informed
the Commission’s agents that they had contracted in the past, but
had abandoned the practice because of failure of farmers to deliver,
and another.4 per cent reported that, while they contracted, they did
so only in special cases, as, for example, when the farmers were in need
of money owing to inability to deliver grain on account of bad
roads.

In the grain states tributary to Chicago contracting appears to
be much more prevalent than in the Northwest. Thus in Iowa and
Illinois 73 out of 95 elevators reported that they made contracts
for grain with farmers; 21 out of 39 in Towa; and 52 out of 56 in
Illinois. In south central Illinois a few elevators reported contract-
ing acreage.

" The few line companies operating out of Chicago, Indianapolis,
and Peoria, in contrast to those in the Northwest, do considerable
contracting. Although one milling line reported only a few acreage
contracts for grain, and only with farmers whom they thought would
make deliveries, an official of one of the other line concerns stated that
his company made contracts just prior to the harvest for about 5 per
cent of the grain received at its elevators and for from 25 to 50 per
cent between the time of cutting and the time of threshing the grain.
These contracts were made by the agents of the company and the
farmer at a stipulated price and called for delivery on or before a
specified future time.

A 19-house line operating out of Peoria is also in the habit of
making contracts with farmers for the delivery of grain, these con-
tracts usually running for 10, 30, 60, or 90 days. An Indianapolis
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mill line likewise reported a good many contracts with farmers for
the sale of grain.

OBJECTIONS OF ELEVATORS TO CONTRACTING

Contracting for grain at a fixed price has proven an unsatisfactory
practice with many elevators. The principal objection thereto is
that if prices are in advance of those stipulated in the contract when
the time of delivery arrives the farmer becomes dissatisfied and often
refuses to fulfill the contract! "If the elevator then attempts to
enforce it the usual result is that the farmer transfers his busi-
ness to another elevator. His dissatisfaction easily spreads to
other farmers, especially if the elevator ip question is an independ-
ent or one of a line company and may result in a serious loss of
business.

Contracting with farmers for their grain by both warehouses and
terminal market interests is a common practice on the Pacific Coast.
In this territory the farmers are financed to a considerable extent by
terminal market buyers, mills, and other grain dealers. When such
advances are made it is quite customary to enter into contracts either
for the farmer’s whole crop or else to an amount sufficient to cover the
advances. The contracts are generally made during the harvest
season and usually to enable the farmer to pay the expenses of har-
vesting. They usually specify the price to be paid the farmer for his
grain.

In this territory, apparently, contracts are customarily complied
with, and no complaint from this section that the farmers refuse to
fulfill such agreements was reported.

10. MODERN METHODS OF MARKETING BEEF CATTLE?

Many methods are used by the producer in marketing beef cattle,
but most of them may be grouped under six or seven general heads.
The principal systems, listed in the probable order of their relative
importance, are as follows:

(a) Selling to country drover for shipment to central markets.

(b) Shipping to central markets through codperative associations.

(c) Shipping to central markets direct.

(d) Direct marketing to local butchers.

11t is interesting to note that out of 79 Iowa and Illinois elevators visited by the agents of the
Department of Agriculture 25 reported that deliveries on contracts were not to be relied upon.

2Adapted from E. W. Sheets, O. E. Baker, C. E. Gibbons, O. C. Stine and R. H. Wilcox, Our
Beef Supply (1921), pp. 278-80; 286-89. (U. S. Department of Agriculture, Yearbook 1921, printed
as Separate No. 874.)
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(e) Selling direct: (1) Selling direct to packer-buyer, or speculator
in the country. (2) Shipping direct to the packing house.

(f) Slaughtering on farms and selling as carcass meat.

(g) Special forms of marketing, such as (1) auction sales, (2) sales
on the range to codperative purchasers, etc., (3) mail order sales.

From one-half to three-fourths of the beef cattle marketed in the
United States pass through central markets. In 1916 central markets
received more than 71 per cent of the beef cattle marketed, and in
1917, 76 per cent. Since then there has been a slow but steady de-
crease in the percentage of cattle disposed of through public stock-
yards. In 1918 about 75 per cent, in 1919, 74 per cent, and in 1920,
70 per cent passed through public stockyards, whereas in 1921 the
apparent proportion so marketed dropped to 67 per cent.

One of the earliest methods of disposing of cattle was through
sales to the country drover, and although during the past few years
the business of the drover has been seriously curtailed because of
the development of newer methods of marketing, it seems probable
that a greater per cent of cattle and calves still pass through the hands
of the country drover than are marketed in any other way. Formerly
the drover had a tremendous advantage in his dealings with most
farmers due to his superior knowledge of general market conditions.
Recently, however, the extension of such facilities as the telephone,
rural free delivery of mail, wireless telegraph and telephone has placed
the farmer on a more nearly equal footing with the drover.

Next to the country drover, codperative shipping is probably the
most important present-day method of marketing beef cattle. In
1920 approximately one-fourth of Iowa’s live stock was marketed
codperatively. During the same year Wisconsin had about 500 co-
operative livestock shipping associations, which handled approxi-
mately 65 per cent of the livestock marketed by that state.

Shipping to central markets by producers has always been the
favorite method of large-scale producers. The range cattleman or
the Corn Belt feeder who has anywhere from a few carloads to several
trainloads of cattle to market at one time usually prefers to take his
own stock to market rather than patronize either the country drover
or the codperative shipping association.

The local butcher has always provided an important outlet for
cattle. His nearness to the producer gives him certain advantages,
but during recent years this advantage has been somewhat neutral-
ized by the economy of large-scale slaughtering and the extension
by the big packers of the peddler car system,
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Selling direct to a speculator or packer buyer in the country and
shipping direct to the packing house appeals to some producers on
account of the elimination of stockyard charges. The chief objection
to these methods is that it relieves the producer of a certain amount
of responsibility, and thereby contributes to his position of com-
parative isolation and discourages careful study of market and trade
conditions.

In 1919, 1,904,581 cattle and calves were slaughtered on farms,
while 224,780,189 pounds of beef and veal were sold from farms
during the same year. Auction sales, selling on mail order, and
selling on the range to codperative purchasers, are comparatively
new ways of disposing of cattle and have not, as yet, become im-
portant.

Statistics of railway loadings of cattle and calves are available
only for the year 1918. Nebraska was the leading State in that
year, with over 90,000 carloads. Illinois, Texas, Missouri, and Iowa
each shipped nearly as many, Iowa shipping practically as many from
country points as Nebraska. These five states furnished more than
half of all cattle and calves shipped in the United States during that
year. Market as well as country loadings are included. The cattle
were shipped mostly to the big markets and packing centers located
in the same group of states.

Not all cattle marketed are converted immediately into beef.
About 20 per cent of all cattle and calves received at the 67 markets
during the five years 1916 to 1920, inclusive, were returned to the
country for further feeding.

SEASONAL MOVEMENTS OF CATTLE

An important characteristic of the movement of cattle through
public stockyards is the seasonal variations. Both range and pasture
cattle are marketed when the pasture season ends, while the bulk
of the cattle from the Corn Belt go to market from three to four
months after they are put on feed. Since probably 75 per cent of the
cattle marketed are grass cattle it is obvious that their movement
represents the peak for the year.

A tabulation of cattle and calf receipts at all public markets
for five years shows that October is, on the average, the month
of heaviest marketing, November second, and September usually
third. As a rule February is the lightest month, partly due to the
fact that it is the shortest month but more particularly because it
comes between seasons. By that time the grass-fed cattle have all
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been marketed and only a few of the grain-fed cattle are ready for
market. For the five years studied the October average was 2,709,148
head, while that of February was 1,357,549, a variation of nearly 50
per cent. Normally over 40 per cent of the total number marketed
during the year go to market during the last four months.

These seasonal surpluses usually react to the decided disadvantage
of the producer in the form of dull trade and lower prices. For many
years individuals and organizations have made serious efforts to de-
vise ways of equalizing receipts at public markets. For one reason or
another most of these have failed, the chief difficulty arising from
the fact, pointed out above, that such movements are controlled
largely by weather and climatic conditions.

11, DIRECT SALE OF FRUITS AND VEGETABLES TO
CONSUMERS!

The principal methods of selling direct to consumer by the farmer
may be summarized as follows: Direct delivery by wagon or motor
truck; sales on public markets; express and parcel-post shipments;
peddling from the car doors; and, finally, sales to factories, such as
canning or pickling plants, cider mills, and grape-juice factories.

SALE Direct 10 CONSUMER

Direct delivery by wagon or motor truck is practicable only where
the farmer lives within a 25-mile radius of the consuming center.
Hence this method affords an outlet only for the commodities pro-
duced in the area immediately surrounding the market. Such deliv-
eries are limited, in the main, to country towns and smaller cities.
The automobile truck undoubtedly is enlarging this radius, but this
service probably will be limited to a very small portion of the total
producing area of the country and cannot be expected to form an
outlet for the great bulk of farm crops. Again, the development of
cities with their constant encroachments upon outlying country dis-
tricts forces production areas farther from the market centers, and in
the larger cities makes it practically impossible for growers to deliver
their produce direct to consumers. The best examples of successful
direct deliveries by growers to consumers are found in the sales of
fresh fruits and vegetables in small country towns and in the deliv-
eries of milk from neighboring farms through the residential sections
of most of the larger cities.

1Adapted from J. W. Fisher, Jr., J. H. Collins, and W. A. Sherman, Outlets and Methods of Sale
Jor Shippers of Fruils and Vegetables (Aug. 16, 1915), pp. 9-12. (U. S. Department of Agriculture,
Bureau of Agricultural Economics, Bul. No. 266.)
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Public markets afford a profitable outlet for the farm products of
growers located within hauling distance of many large cities. These
markets may be either municipally or privately owned. Selling may
be either at wholesale or retail, although in many cases both selling
methods are allowed. Customarily the sites consist merely of an
uncovered tract set aside for this purpose, where space sufficient for
the grower’s wagon is rented at an average charge ranging from 10 to
25 cents per day. The site may be improved by the erection of sheds
or even a specially constructed market house. In the latter instance
the interior is portioned into stalls which usually are rented to regular
wholesale or retail dealers who buy from the producers.

Public markets are important factors in the distribution of farm
products in many eastern cities, and although they are not quite so
usual in the West, they constantly are receiving more attention.!

The extensive use of express and parcel post by farmers in order
to reach consumers is of recent development, and the ultimate possi-
bilities of this means of distribution are as yet unknown. The post-
office authorities, as well as the express companies, are making efforts
to bring the consumer and producer together by publishing lists of
producers who have goods to sell, at stated prices, and also by means
of lists of consumers who are in the market for different commodities.

The parcel-post shipments up to the present time usually have
been limited to shipments of poultry, butter, and -eggs, and have
been quite successful in these lines. The cost of such service, except
for extra fancy stock, in many cases is prohibitive, and it is doubtful
to what extent the average farmer can make use of these outlets for
miscellaneous products. Without the development of special methods
they are not to be considered by those having car-lot quantities.

Another method by which the grower can sell direct to the con-
sumer, at least direct to the retail trade, is by accompanying a car of
produce to the market and selling dire¢t from the car door to the
dealers and consumers. This is termed “‘car peddling.” In order to
do this it is necessary in most cities that the producer take out a
license from the city authorities which gives him temporary selling
privileges. The charge for such a license varies from $10 to $25.

While this method of selling may be practicable where the growers
have no codperative association, yet it would be unwise for an in-
dividual producer to go on the road in active competition with a
competent selling organization. The grower also must bear in mind
the fact that although the returns from this method of selling at first

1See G. V. Branch, “Public Retail Markets,” in U. S. Department of Agriculture, Yearbook 1914
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may appear large, they will be cut down to a great extent by his
expenses, the time consumed, and the consequent neglect of his
regular business.

This practice may result also in lowering wholesale prices, inas-
much as the grower may be anxious to get away and may sell at
figures which the regular dealers would not accept. Car peddling
is more common in the South and Southwest than in other sections
of the country.

SALE TO FACTORIES

Sales to factories may not seem to be rightfully classed with
direct sales to consumers. However, when it is remembered that
fruit which is taken to a canning factory as a perishable product
comes from the factory as a semistaple product, this classification
seems reasonable. These factories may be classed under the follow-
ing general heads: Canning plants, pickling plants, cider mills, evapo-
rating plants, wineries, distilleries, and others of like nature.

Canning plants probably constitute the largest outlet for fruits
and vegetables, but there is a common misunderstanding concerning
these factories. It is usually understood that these plants utilize the
cull grades of fruits and vegetables. This is true in only a limited
way, and the practice is becoming less common. Competition has
become so keen among canning factories that quality is now a deter-
mining factor of success, consequently they are making an effort to
secure the higher grades of fruits and vegetables. It usually is neces-
sary to make contracts in advance if markets are tobe secured at these
factories. Thefarmer whoapproaches the factory only when hehasun-
salable surplus and the markets are glutted must expect very low offers.

* Pickling plants use more vegetables than fruits, and a large part
of the cucumber crop is used in this way. Kraut factories, which in
many sections afford important markets for cabbage, may be included
under this head.

Cider mills and evaporating plants may be said to be the real
outlet for cull grades of fruits, although even with these quality is
becoming more important. It is a truth too little understood that
low grades, while sometimes bringing fair returns, are in reality a
detriment to the market, because they tend to pull down the price
of the better grades. Farmers will do better on the whole to accept
a low price for these cull grades from the factory and keep them off
the general market, thus causing the general tone of the market to
strengthen materially.
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Wineries are most numerous in the western grape sections, espe-
cially in certain districts in California. Certain varieties of the Euro-
pean grapes are especially desired for wine manufacture, and the
wine industry at Fresno, California, is a very important factor in the
grape-growing business. The grape-juice factories of New York and
Michigan are important factors in the utilization of native grapes in
the northern section. These factories are insisting more and more
upon a better quality, and cull grapes find a limited outlet. Apples
and peaches are the fruits most largely used in the manufacture of
brandies and cordials by the distilleries, and these are now insisting
upon at least a fair quality.

These industries have become vital necessities in the fruit sections
on the Pacific Coast and probably will be the determining factors
between profit and loss. While the need of such outlets has not been
forced upon the attention of eastern fruit growers to the same extent
as in the West, nevertheless there is room for much study and devel-
opment in this field.

12. SALES OF FRUITS AND VEGETABLES THROUGH
MIDDLEMEN'!

Although direct sales from producers to consumers have their
advantages, nevertheless it is true that most car-lot quantities of
farm produce must be sold through wholesale distributing agencies,
and the average producer will have to utilize some of the present
machinery. There is much misunderstanding and confusion in the
use of the terms which designate the different middlemen. In this
bulletin an attempt is made to employ these terms according to their
most common usage in order to have definite expressions with which
to work.

The middlemen to or through whom growers can sell direct may
be enumerated as follows: Country merchants, country collecting
agents, country buyers of special products, traveling buyers, private
exchanges, operators, brokers, commission men, auctions, and
retailers.

Buvers AT CoUNTRY POINTS

The primary advantage of dealing with a country merchant is
that the farmer can trade with him in person and is more apt to
know the financial and moral responsibility of the man to whom he
is selling. The country merchant usually will purchase poultry and

1Adapted from J. W. Fisher, Jr., J. H. Collins, and W. A. Sherman, op. cit., pp. 12-16.
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poultry products, farm butter, wool, hides, or commodities produced
on the farm in quantities not sufficiently large to constitute commer-
cial shipments. The farmer is paid for the produce either in cash
or with credit at the local store. Provided his purchases are large
enough, the country merchant combines them into car lots and sells
direct to the city trade, or disposes of them to a car-lot assembler at
some neighboring shipping point, who concentrates these small ship-
ments into car-lot quantities, selling to the city trade on his own
account; also the country merchant may ship small lots of :produce
directly to commission houses. :

Country collecting agents, on the other hand, are the country
dealers or buyers who go directly to the farm with their wagons,
buying or trading for small quantities of eggs, butter, poultry, hogs,
calves, and other farm products which they concentrate into carloads
and ship to receivers in the city. They pay cash for the goods at the
farm. These country collecting agents include the so-called “car-lot
assemblers.”

Country buyers operate, as a rule, in districts producing large
quantities of such specialized commodities as apples, peaches, and
citrus fruits. They buy from the producers in car lots and ship to
the best available markets, selling on orders or through the usual
market channels for whatever margin they can secure. They pay
in cash at the shipping point at the time of sale or delivery. This
method of sale is common for tomatoes and cantaloupes in Florida,
potatoes in Maine, watermelons in Texas, peaches in Georgia and
Michigan, and apples in the eastern states.

The term “country buyers” as used in this bulletin refers to
buyers who are permanently located and do not move from one
district to another as do buying brokers and traveling buyers. In
many instances the trade defines this person as a “shipper.” Another
very erroneous designation is “ car-lot assembler.”

These local country buyers, where they are well known in par-
ticular communities, may prove to be profitable connections for
shippers, due to the fact that they have reputations to uphold in
order to obtain business, and consequently cannot operate on a
“fly-by-night” basis. Furthermore, these buyers usually pay cash
at time of delivery, and inasmuch as the grower thus has the money
in possession, the honesty of the buyer is not so important.

Traveling buyers and brokers operating at shipping points work
along practically the same lines, moving from one specialized district
to another with the advance of the season.
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The difference in activities lies in the fact that brokers buy what-
ever produce is wanted in whatever amounts are desired, and ship
to wholesale houses which have placed orders with them, charging
a definite brokerage for each car shipped. They are usually “free
lances” buying for all who retain them, upon payment of the
stipulated brokerage. In reality so-called brokers at the shipping
end in addition to buying on orders from wholesale houses also
sell for growers and shippers, thus finding outlets for carloads of
produce.

Traveling buyers, on the other hand, are employed by single houses
on a definite salary basis and perform the services of brokers for these
individual houses alone.

In order to attract buyers to a certain section, the first require-
ment is a crop or crops of sufficient tonnage to make the “deal” of
commercial importance. A second requirement is to bring the facts
to the attention of the trade before shipments begin. This can be
accomplished by advertisements in trade journals or by letters to
the largest distributors of these products in neighboring markets,
stating the probable number of carloads of each product to be
shipped from the district, together with the probable opening date of
commercial shipments. Provided a large number of buyers and trade
representatives can be assembled, the possibility of higher prices is
greatly increased through competitive bidding.

Sales should not be made to representatives of unknown firms
without a careful inquiry into the business responsibility of the firms
and into the accredited standing of the representatives.

Traveling buyers and brokers will be found in nearly all of the
specialized districts as well as in many other sections.

MIDDLEMEN FROM OQUTSIDE THE LOCAL MARKET

Private exchanges are stock companies, organized for profit,
which distribute shipments, usually in car lots, for either individual
growers or producers’ organizations. They take charge of the goods
before they are packed, and sell through salaried representatives or
individual brokers in the large markets, subject to the growers’
orders. Except that they are operated for profit rather than on a
codperative basis, they resemble very closely the codperative associa-
tions in their distribution and sales methods.

These exchanges charge either a straight brokerage or a percentage
based upon contract. The charges vary with each transaction, con-
sequently no general average can be given. In general, their charges
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will be found to be about the same as private brokerage charges,
with an addition sufficient to cover the cost of any extra services
which may be rendered. Large quantities of northwestern apples,
Michigan grapes, and California citrus fruits are handled by these
exchanges.

Operators are large wholesale firms which send private buyers or
solicitors into producing sections, and which, through representatives
or branch houses in several large markets, afford a wide distribution
for commodities purchased on their own account. Some of the firms
which have handled a large part of the Colorado cantaloupe produc-
tion in recent years may be termed operators. These firms performed
the following functions: (1) They have advanced rent, irrigation
expenses, crate materials, and other supplies; (2) superintended the
picking, grading, packing, and loading of the crop; (3) made further
cash advances at the time of shipment; (4) distributed the crop.

Operators buy in car lots, and in many cases they will handle the
whole “decal” in a particular section, as was done with Colorado and
California cantaloupes in the 1914 season. They attend to all of the
details of advertising and marketing, and sell the fruit under their
own wrappers and labels. The advances made vary with each
transaction and depend upon how favorable a contract the grower
is able to demand from the representatives of the operators.
Cantaloupes in California and Colorado, tomatoes in Florida,
and potatoes in Texas are handled, to a large extent, by these
organizations.

The producer who sells to operators is reasonably sure of a
market, although he may have to accept low prices. The low
prices sometimes offered by the firms acting in this capacity are
perhaps justified by the fact that they assume large risks and heavy
financial burdens, while the growers are relieved of all speculative
worries.

A rather uncommon practice is that of the billing of cars direct
to brokers in the markets by individual growers. When goods are
standardized and the broker can effect a sale, subject to inspection,
merely upon notification of shipment, this method may be practicable,
but in the majority of cases the average grower will be unable to uti-
lize this method.

The most common outlet for the producer who is shipping in less
than carload quantities is through the commission merchants in large
markets.!

1 This method is discussed infra, pp. 144-46, 154-58.,



58 READINGS IN MARKETING

13. GENERAL SALES PRACTICES AND TERMS:
FRUITS AND VEGETABLES!

The usual types of sales of produce may be enumerated as follows:
sales at point of origin, sales in transit, and sales at destination. The
terms upon which sales may be made may be classified as follows:
cash at farm or orchard, f.o.b. either point of origin or destination,
and finally an-“on-track ” sale for cash at destination.

SALEs AT PoINT oF ORIGIN

Sales at point of origin may be either outright sales of commodities
before or at harvest, sales on f.0.b. terms, or sales “on joint account.”

Outright Sale

The outright sale of products before or at harvest does not need
much elaboration, as these sales are for cash and the producer can
treat in person with the buyer. The only differences that may occur
between sales of this class are in the terms. For instance, fruit may be
sold to the buyer on the trees, in which case the buyer estimates the
probable yield and offers a lump price for the whole crop. In this case
the buyer attends to picking, packing,and delivering the fruit,and the
grower is relieved of all further responsibility. Many orchardists ob-
ject to this method of sale, claiming that the pickers and packers hired
by the buyer do great damage to the trees while gathering the fruit.

Growers who object to this method of sale pick and pack the fruit
themselves, preparing it in marketable shape, and sell the fruit at
the orchard. In this case the buyer attends only to loading the fruit
on the cars and to its disposition on the market, the grower receiving
his money at the time of sale. A variation of this method occurs when
the grower sells the crop while on the trees, but payment is deferred
until after the fruit is picked, packed, and delivered.

Another common type of outright sales occurs when the buyer
contracts to use only fruit of a certain grade, in which case the or-
chardist must find other outlets for the remaining grades.

F.O.B. Sales

Sales on f.o.b. terms, due to improved standardization of farm
products, are forming a continually increasing portion of the total
sales of produce, although the increase is very gradual.

1Adapted from J. W. Fisher, Jr., J. H. Collins, and Wells A. Sherman, Outlets and Methods of
Sale for Shippers of Fruits and Vegetables (1915), pp. 17-23. (U. S. Department of Agriculture,
Bureau of Agricultural Economics, Bul. No. 266.)
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“F.0.b.” means “free on board.” As sales may be made “f.o.b.
point of origin” or “f.o.b. destination,” the grower should always be
careful to specify whether he means free on board at point of origin
or delivered at destination. If the terms of the sale are “f.o.b. place of
shipment,” then the purchaser will have the goods he intends to buy
delivered and loaded into the car without any expense to himself.
On the other hand if the terms of the shipment read ““f.o.b. destina-
tion” it means that the freight must be delivered at destination
freight paid, or if the freight is not prepaid the purchaser may deduct
these charges from the invoice before making remittance.

In fruit and produce circles generally, the term f.o0.b. is commonly
understood to mean a sale at point of origin, with inspection privileges
at destination. These sales are called “f.0.b. destination,” “f.0.b.usual
terms,” or  delivered sales.”

Sales on f.0.b. terms may be made either to traveling representa-
tives of distributors or by correspondence with city connections.

Certain disadvantages and limitations attend sales on “f.o.b.
destination” terms which do not apply to cash f.o.b. sales at point
of origin. One of the most common difficulties is experienced when
a buyer orders a car subject to inspection, and, in case of a decline
on the market before delivery is made, refuses acceptance because of
some alleged deficiency. If a buyer wishes to refuse a car, it is not
hard to find some defect which he can use as a plausible pretext for
refusal.

This matter of rejection depends entirely upon the nature of the
implied contract. If the grower ships a car which is under grade, the
receiver has a right to refuse it whether the market is declining or
advancing. When a buyer makes a purchase “f.o.b. point of origin”
he assumes all risk of loss in transit and must see to all claims for
damage. On the other hand, if he buys “f.0.b. destination” or buys
“on-track ” at destination the shipper assumes the risk.

In the absence of special agreement to the contrary, when commodi-
ties are delivered to a common carrier for shipment, the title to the
goods ordinarily passes to the purchaser when the goods are delivered
to the carrier properly tagged and addressed. Usually, discrepancies
may be found through which a purchaser can manage to withdraw
from his agreement, but where a shipment has been accepted at point
of origin it belongs to the purchaser and not to the producer.

The question of the relative advantages of sales on f.o.b. terms and
sales “on-track” at destination is one over which the managers of
the large codperative associations in the country differ greatly. It
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has been claimed that sales on f.0.b. terms subject to inspection are
of no more advantage than sales “ on-track ” at destination, inasmuch
as in the majority of cases they must depend upon acceptance at
destination. To a certain extent this is true.

On the other hand, advocates of f.0.b. sales claim that when a
buyer orders a car on these terms through the city representative of
a shipping association, the buyer is really in the market for the sup-
plies ordered. Consequently, when the goods are shipped, there is at
least a prospective buyer in sight and the final sale is more likely to
be consummated. Even though the market may decline in the
interim, the allowance made on account of decline in price is usually
not as great as the total drop in the market price. The reason for
this is plain. The buyer is in the market for the commodities and he
is depending upon this one source to sccure them. Although the
market has dropped and he naturally hopes for certain concessions
from the seller, yet he will not expect an allowance to cover the
total drop, but will be content, in most cases, to compromise and
accept a reasonable concession. As a consequence, the selling as-
sociation will secure larger returns than if it had shipped a car with-
out a previous order, commonly termed a “ tramp car,” in which case
it would have been compelled to accept the prevailing market price.

Sales on Joint Account

Sales on joint account are agreements made between the grower or
shipper and the market representatives on a certain deal, the latter
to contribute his knowledge of marketing conditions and the former
to make use of his knowledge of conditions at the producing end.
Deals of this kind arc possible only where both parties know and
understand each other thoroughly, for each is absolutely dependent
upon the integrity of the other. The division of expenses and profits
varies greatly with each contract, though it may be said that the
usual custom is for the net profits, after deduction of expenses, to be
divided equally between the shipper and the market representative.

SALES IN TRANSIT

Customarily sales in transit do not concern the individual grower
directly, inasmuch as this type of sale is usually made only by ship-
ping associations. Again, sales in transit are necessary only in the
case of large crops of produce which must be kept moving in order
to prevent a congestion at the shipping end. In many cases it is im-
possible for a large association to secure f.o0.b. sales for all the produce
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which it has ready for shipment. Consequently, the manager ships
out cars known as tramp cars, which are billed to some diversion
point in the general direction of the markets where prices seem to be
strongest. While the cars are in transit orders are received and the cars
diverted accordingly. In case no buyer is found by the time the diver-
sion point is reached, the car is either diverted to the market which
seems to offer the best possibilities or is sent to some auction point.

In these sales either absolute selling power is granted to the
representative of the shipping association or sales are made subject
to confirmation by the shipper. In the former case, where absolute
selling power is granted to the representative, no control is possible
by the shipper, inasmuch as the representative becomes the virtual
owner of the commodity. Thus a shipper who is unable to keep in
close touch with the market may rely on the ability of his representa-
tive and telegraph him instructions merely to sell to best advantage.
Under instructions of this kind the representative is justified in making
almost any disposition of the shipment which he believes to be best.

The usual and safest method is to make all sales subject to con-
firmation by the shipper and not give absolute selling power to the
representative. In this case the broker will offer to the trade or re-
ceive orders from the wholesale trade, and if any seem to approximate
the market, he will telegraph these offers to the association or shipper.
In case the association accepts the offer, the sale is made, usually,
with the proviso that the goods are to be subject to inspection by
the purchaser.

SALES AT DESTINATION

Sales at destination may be either for cash “on-track,” through
the auction, or sales out of storage.

" Where a car is billed as a tramp car in the general direction in
which markets seem strongest and no sale has been made or order
secured for the goods en route, the car is diverted to the strongest
available market with orders to the local representative or broker to
make the most advantageous sale possible. The broker then gets
prospective buyers to make inspections and offers, which he submits
to the shipper. In case no attractive offers are made the car may be
sold through the auction.

Another common procedure for the producer when marketing con-
ditions are not favorable at the time of shipment is to place the goods
in cold or common storage until the market strengthens. In this
case the shipper becomes a speculator, and usually it is best to allow
regular marketing agencies to handle speculative deals, unless the
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grower has the advantage of a codperative association and the expert
services of a trained manager. In the first place, the average indi-
vidual shipper has not a sufficient quantity of produce to influence
the trend of the market materially, nor is he able to keep in touch
with country-wide conditions and probable future developments. In
the second place usually he is not able to inspect the goods in storage
at regular intervals. The keeping qualities of the same varieties of
fruit vary greatly from year to year, and regular inspection is almost
a necessity in order that the sales may return a profit. Where growers
are cooperatively associated the sales representatives on the different
markets can perform this service. As a general principle, it may be
stated that only sound and fairly matured stock should go into
storage. In other words, this method of sale is practicable only when
the grower can keep in touch with the market, or when he has an
absolutely reliable representative on the market who can make inspec-
tions for him and give him expert advice as to the best time to sell.
Storage charges in the case of fruits are based upon meonthly and
seasonal rates. Thus with barreled apples the usual charge is from
10 to 25 cents for the first month, with a monthly charge thereafter
of from 10 to 15 cents, or a seasonal charge of 40 to 50 cents, whick
allows the shipper to store his commodities from one to six months.

In many instances the provision of storage facilities on the farm
may be a profitable investment. A storage house or cellar of the
simplest type which will hold produce in good condition for even a
few days may prove to be a determining factor between profit and
loss. For instance, the psychological influence upon a buyer of the
realization that the grower is not dependent upon him often will
result in the offer of higher prices.

Most growers are unable to store because of the fact that they
need immediate cash returns in order to pay existing obligations.

In many cases it also will be necessary to insure the goods while in
storage to cover all possible risks,and thisis an additional charge which
the grower must pay, although comparatively the cost is not great.

14. COUNTRY POTATO MARKETS IN WESTERN
NEW YORK!

The day’s programin the shipping section in western New York
near Rochester is representative in a general way of the operatlons

in the eastern potato country.

1 Adapted from W. A. Sherman, George B. Fiske, and O. D. Miller, Marketing Main-Crop Po-
tatoes (1923), pp. 26-29. (U. S. Department of Agriculture, Farmers’ Bul. No. 1317.)
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While Rochester itself is not a shipping point, it is considered a
center of the potato trade for western New York and is centrally
located with reference to the principal producing areas. Monroe
County, which includes Rochester, is the largest potato-producing
county in the section. Some of the largest dealers are located in that
city. In the office of a dealer who handles at least three to five car-
loads a day, telegrams and price inquiries are being received early
in the day. So far, perhaps, inquiry is active and business looks
promising. Long-distance calls are coming in from points to which
he ships, and it is reported that supplies are light, the demand in-
creasing, and market firm with prices advancing slightly. Apparently
a general price advance may occur.

However, not the least important consideration at the time is the
number of cars being shipped to markets that draw supplies from this
section and the total movement from each competitive area. If these
other regions are shipping heavily, the market will bear close scrutiny.
The local representative of the Bureau of Agricultural Economics is
called and information is obtained as to movement and destination
on the previous day. The dealer concludes that supplies in the city
markets are light, shipments are light, and there is an increasing
demand and inquiry. His asking price is advanced and wire “ feelers
are sent out to prospective customers.

If he is able to secure the advanced price and the market seems
likely to hold strong for a few days, he telephones his buyers who
are located in one or another of the principal producing areas, in-
forming them as to the price per bushel to offer the growers. The
cost of sacks, labor, material for loading the car, plus a certain profit,
is included in the buying -price. In this section there seems to be
much competition between the different buyers in the same town.
Immediate necessity for stock required to complete orders, or for
speculative purposes, often makes it possible for the grower to secure
a premium for his potatoes. 4

Orders by telegraph comprise the bulk of sales by the dealers.
Inquiries usually ask for a quotation on sacks or bulk f.o.b. des-
tination. However, a few sales are made on the basis of 100-pound
or 150-pound sacks f.o.b. shipping point. It has been found more
satisfactory to quote prices per sack delivered or “f.0.b. usual terms.”
The dealer wires his price in response to the inquiry, and if the offer
is accepted the deal is considered closed. Collection is usually made
by means of bank draft. Some few shippers who deal with houses of
long-established réputation or who trust to the honesty of receivers,
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ship “open” and receive returns through ordinary methods. Many
of the dealers who handle potatoes also deal in other commodities,
and in this way the expense for telephone and telegraph service is
not chargeable in full to the one crop, and the expense incurred in
securing information is considered well spent. The smaller dealers
usually depend on price information and use as their gauge the official
“Daily Market Reports” and the volume of letters or wires received.
They strengthen their attitude whenever the inquiry becomes heavy
and hold their stocks for all the market will bear.

The buyer has a warehouse and office usually on a railroad siding
with facilities and machinery for grading and sorting. He does
business by telephone with certain growers with whose stock he is
familiar. News of any advance or decline in price travels swiftly;
and if the growers are disposed to sell, haulings begin immediately.
Prices to growers in a normal season remain fairly steady; for on an
average changes are made not oftener than once a week.

If the stock has been already inspected by the buyer and terms
arranged, the bulk potatoes are hauled to the warchouse, weighed,
graded and sacked, and loaded aboard a car. Refrigerator or pro-
tected cars only are used during the cool months, and papering of
the ordinary car is necessary.

Very few dealers in this section seem willing to let the growers
do the grading and sorting. They claim that experience has taught
them it is better to do this work carefully and by improved methods
and machinery than to trust to the grower. Few growers have
either the machinery or the lighting facilities to insure a good pack.
Much trouble is experienced because many growers do the packing
under such conditions that they are not able to inspect the potatoes
closely and do not put up a reliable pack. While undoubtedly some
cars are rejected at destinations for other causes, it is probable that
most rejections are the direct result of poor grading.

In a season of heavy production dealers generally make no effort
to store potatoes for even a short period; it is merely a case of
hauling as the needs of the day’s business demand. Ir such a sea-
son no buyer is willing to buy any reserve stock because the market,
although fluctuating from week to week, is often on the downward
~ grade.

A great distributing market like Chicago handles more or less
stock from opposite ends of the country. It is one of the most active
potato markets, and responds quickly to changes in general con-
ditions of supply and demand, often showing earliest signs of coming
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developments in the trend of the general market. Shipping-point
markets tributary to Chicago usually respond to Chicago market
changes within twenty-four to forty-eight hours. Many sales in the
Chicago market are in car lots. About one-fourth of the business is
on a commission basis. _ A

It is well to have car lots arrive about the middle of the week, as
the accumulated supplies are heavy on Monday, while trading slows
down the last part of the week. Sales are made on team tracks of
the railroads. The buyer looks over the car, usually looking into a
few sacks, if it is sacked stock, or digging down a foot or so if it is
bulk. If the car suits, he makes terms with the receiver, gets his
sale ticket, brings in his trucks, and unloads the car. Each load is
weighed on the railroad scales, and a copy of the scale ticket is given
to the seller. Bulk stock is sacked in the car, the culls being sorted
out. The buyer pays only for what goes into the sacks. Thus, a car
of bulk stock may bring more per 100 pounds, as compared with
sacked stock, but less for the car lot, because of the culls thrown
out in sacking. The buyers at the car-lot market are mostly
jobbers, who resell to such customers as provision dealers, hotels,
and peddlers. )

New York is the largest consuming market. It does not reship
many car lots, but repacks small lots to supply dealers in near-by
towns and cities.

15. PRODUCERS’ METHODS OF MARKETING MILK!

DirecT MARKETING

In our smaller cities and towns practically all milk is retailed by
the producers themselves. The same practice is followed to some
extent even in the larger cities. In Columbus,? Ohio, for example,
perhaps 5 or 10 per cent of the milk is still brought in by producers.
No hard and fast line can be drawn, however, between direct and in-
direct marketing, since almost every producer who distributes his own
product finds at certain seasons that he cannot supply the demand
without buying additional milk from a creamery, a milk plant, or from
neighboring producers. Inthemain, however, the divisionisfairly clear.

The methods of delivery in direct marketing vary from delivery
on foot or with a small express wagon, as frequently seen in villages,

1Adapted from H. E. Erdman, The Marketing of Whole Milk (1921), pp. 73-84. (The Macmillan
Company.)
2A city of about 25,000 population.
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to delivery by covered wagon or motor truck. Where the producer
lives some little distance out from the city, use is ordinarily made of
a delivery wagon of some sort drawn by one or two horses. Occasion-
ally one finds an auto truck or a touring car in use for this purpose.
The auto truck has been found particularly useful by menlivingfarther
out or men supplying a special grade of milk, which must be disposed
of to customers scattered all over the city. There is as a rule but one
delivery outfit, and that is most frequently operated by the owner
himself.

Equipment for direct marketing varies from a few milk cans, a
strainer, and a dipper in the producer’s kitchen to an elaborately
equipped milk house such as one often finds in the case of men pro-
ducing special grades of milk. Most commonly, however, there is
some sort of milk house near the well, containing a bottler, perhaps a
bottle washer, a supply of bottles and bottle cases, and often a cream
separator for skimming surplus milk. An ice house is usually felt to
be a necessity, inasmuch as a regular supply of ice is not likely to be
available from other sources.

The methods of handling milk in preparation for marketing are
also simple. Where the practice is to sell milk unbottled by dipping
from the can, the milk is merely strained into cans, which are placed
in cold water to cool, or it may be strained, passed over a cooler, and
then put into cans for delivery. In most communities at the present
time the greater proportion of the milk is sold in bottles. In this
case it is strained, cooled—ecither by being put into cans set in cold
water or by being passed over a cooler,—and then bottled. The
bottles are then iced for delivery.

The surplus and shortage problem is seldom a serious one to the
man marketing directly. A small amount of extra milk is obtainable
from a neighbor, if city regulations are not too stringent to allow of
this practice, or milk can be obtained from some other milkman or
from a creamery. A surplus can usually be disposed of at the same
creamery, or it can be skimmed and fed to young stock, in which case
the cream is sold bottled to customers or in bulk to a creamery or
ice-cream factory, or is made into butter on the farm.

Under direct marketing the milk peddler is faced with certain
difficult problems. In the first place, the producer peddling his own
milk spends much of his time in town, thus neglecting during that
period his farm work or intrusting it to hired help. On the other
hand, if he attends to the farm work himself and intrusts the milk
route to hired help, he has the difficulty of preventing fraud or dis-
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honesty, and of keeping customers satisfied and having the work
efficiently performed.

Around our large cities direct marketing is being forced out be-
cause the length of the drive to the city becomes too great to be
made regularly with a small load. The dairyman cannot afford to
erect the kind of buildings required by health regulations on high-
priced land which is likely to be needed for factories or homes in the
immediate future. If he goes out to cheaper land, however, he is
likely to be five or six miles or more from the city, in which case he
can hardly afford to take the daily trip to peddle his own milk, un-
less he is a producer of ““special ” milk. Around a city like Milwaukee
there are very few dairymen within five or six miles of the city proper.

The producer of special milk would seem at first glance to have
some advantage in selling by the direct method, since he can get a
somewhat higher price. After he has worked hard to build up a
trade, however, he usually finds that he has difficulty in holding it,
first, because it is not an easy matter to get help which will care for
milk equipment and do the milking in such a way as to keep a uni-
formly high standard of quality regularly, and, second, once the de-
mand for a high-grade milk has been established, it is always relatively
easy for a competitor with milk claimed to be “just as good” and
offered at a few cents less to attract some of the customers, thus divid-
ing up the business and perhaps making the route unprofitable. This is
particularly true because the demand for a high-grade milk is limited.

It is sometimes suggested by writers in our daily papers and else-
where that we go back to the direct method of distribution. Even
though it were possible to produce sufficient milk within a reasonable
driving distance, such a change in a city like Columbus, for example,
would mean more expensive rather than cheaper milk, since it would
bring about the extreme of duplication. At present we have several
dealers each with the city nicely parceled off so that his delivery-
men have certain small areas to cover. Under direct distribution we
should have each of many producers seeking customers wherever he
could find them, driving over long routes and frequently crossing the
routes of other producers. Since producers distributing their own
milk usually sell at the same price at which other dealers sell, one
would think that if they were making a large profit, more farmers
would take up the marketing by that method. As a matter of fact,
however, the number has been gradually decreasing.

That it is possible, however, for an individual to enter the busi-
ness and maintain a trade even under adverse conditions is shown by
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the fact that a few men are always found successfully distributing
their own milk. A producer wishing to do this usually starts business
by cutting prices during the summer months when prices are low. At
first he may have to sell to scattered customers. By having a high
grade of fresh milk at a somewhat lower price than his competitors,
he can usually retail all he has. If there is a surplus, this can ordi-
narily be sold to stores. As soon as his trade is firmly established, he
increases his price nearly or quite to that of his competitors. The
next step is to try to consolidate the route by dropping here and
there an outlying customer and picking up more in a solid district,
thus eliminating the long drives, particularly during seasons of short-
age. Building up a route by this method is certain to cause large
competitors considerable annoyance, to say the least, and the fact
that it can be done and is being done is a practical guarantee against
monopoly prices in our smaller towns and even in cities of consider-
able size, although of course not in our larger cities, since there are
not enough farmers producing milk within driving distance of the
latter to afford a serious hindrance to monopoly.

INDIRECT MARKETING

In most of our cities of any size, the indirect method of marketing
prevails. In Milwaukee perhaps 97 per cent of the fluid milk supply
was thus marketed in 1916. In the larger cities of Ohio 85 to 95 per
cent falls into this class. In the smaller cities, those of from fifteen
to thirty thousand, the percentage usually varies from 25 to 75 per
cent. In our very large cities the direct method of marketing is prac-
tically unknown.

RELATIONS BETWEEN FARMERS AND DEALERS

With the rise of the indirect method of marketing, the relations
between producer and dealer become complicated and require fre-
quent adjustment. The most usual contractual relation between
producer and dealer is one which provides that the dealer is to take
all of the milk produced during a given period of time. Prior to the
present unsettled conditions arising out of the war the most usual
contract period was for six months. Commonly one six months’
period included the winter months and the other six months’ period
the summer months. During the past two or three years, however,
neither producers nor dealers have as a rule been willing to contract
for longer periods than one or two months at a time. Though there
are often no definite contracts, the large dealers usually ask their
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patrons to sign agreements going somewhat into detail as to number
of cows supplying the milk purchased, method of handling milk,
method and condition of delivery, and prices. Recently in many
cases contractual relations have been established between producers
and a selling agency of their own, which in turn contracts with the
city dealer.!

The financial relations between farmers and dealers have been
the cause of frequent contention. Payments are usually made once
or twice each month, more frequently the latter, although.in the
case of many of the large plants, payments are made but once each
month. With many of the larger plants there is a tendency to post-
pone payment long enough after the half month or month has elapsed
to allow for the making up of all the statements of the numerous
patrons. Consequently many of these concerns do not pay until
two or three weeks after the last delivery has been made under a
given pay period. One such company, for example, pays on the
twentieth of the following month. The claim is made that were pay-
ments to be expedited to the extent of settling within a few days
after the close of the pay period, it would mean a tremendous ex-
pense for extra clerical help, which would ultimately have to come
out of the price paid to the producer.

The financial standing of the dealer is a question of considerable
concern to the farmer. Attempts have been made to protect the
producer through laws requiring that dealers be bonded. New York
at present has such a law, as have also several of the New England
states. In many sections producers’ associations have taken up this
function and are placing on the blacklist dealers who are slow pay,
so that in some instances such dealers have had to pay a few cents
extra in order to get milk at all. Dealers who are financially weak
have frequently been known to fall farther and farther behind in their
payments, ultimately going into bankruptcy owing the producers for
two or three months’ milk. Small dealers in many of our cities have
been especially troublesome in this way. A good part of this diffi-
culty would be obviated if farmers were more generally to make use
of the various commercial credit rating agencies when they do not
have an agency of their own.

With the development of the indirect method of marketing, we
have the entrance of an intermediary—the middleman. He may be
a very small dealer, one man buying the milk from two or three
farmers, doing all his own bottle washing, filling, etc., delivering ir

1This development is further discussed in Mr. Erdman’s book, pp. 134-187,
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the morning and doing the bottling and other work later. Most of
the small dealers of our cities operate but one route each. They fre-
quently have an extra boy or man to help about the bottling plant.
Varying from this small dealer are other dealers with larger and
larger businesses, until we reach the very large concerns, operating
hundreds of wagons. In Milwaukee in 1916 there were 77 dealers
operating routes as shown in the following table:

TABLE 4.—SHOWING NUMBER OF RoUTES OPERATED BY 77
MILWAUKEE MiLK DEALERS, APRIL, 1916

Number of Routes Number of Dealers };%t:gg i‘:‘mé’g:;
1t010... .o 71 152
11t020.. ... 3 50
Over20. ...ttt 3 238
Alldealers..........ccovvvneneienn... 77 440

In the spring of 1920 the number of dealers had been reduced to
about thirty-five. The largest of these was operating 242 routes and
was supplying milk to about 55 per cent of the families of the city,
and thetwo dealers next in size were operating about forty routes each.

OPERATING PROBLEMS OF THE LARGE DEALER

Once the milk business has reached the stage where such large
quantities are distributed by a few dealers, a high degree of systema-
tization is necessary to conduct the distribution efficiently. Milk
arrives at the plant in large volume at a certain hour of the day and
must be processed and entirely out of the way before the next day’s
supply is due. It must also be ready for delivery each day at a
certain time, for there is no reserve of bottled milk to fall back upon
in case the new supply is held up at any stage. The whole distrib-
utive organization must work in unison if the distribution is to be
made with efficiency and dispatch. That this is true becomes appar-
ent when one considers the distribution from the point of view of
what each of the various operations implies.

The receiving of the milk at the plant door, simple as that may
seem, requires system in order that the hundreds or in many cases
thousands of cans can be received, examined or sampled, and weighed
in the course of a few hours each morning. Then there is the matter
of keeping straight the records of a great number of individual pro-
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ducers, which records must show each individual’s tests and weights.
Every mistake means complaints and the possibility of accusations
of dishonesty and other misunderstandings.

Putting the milk through the various stages is alone an elaborate
process. Ina small plant the system of handling may consist of a few
simple steps. They may be: (1) weighing the milk, if it is purchased
by weight; (2) straining into the filler supply can; (3) bottling; (4)
capping by hand; (5) transferring bottles to wagon ready for delivery,
or, if delivery is made the following morning, transferring to a refrig-
erator; and (6) delivery; or the milk may pass from the weigh can
to a pasteurizer supply can, thence to a pasteurizer and to a cooler
before being bottled.

Keeping check on several hundred delivery-menis another problem
in a large company, since the method must be such as to protect the
company’s interests as well as to insure proper treatment of the con-
sumer and to keep the good will of the driver. Still another problem
which any large concern must meet is that of getting its bottles re-
turned, for a lost bottle, costing four or five cents, means the profit
on ten to twenty quarts of milk at least. Then there is also the ques-
tion of keeping up collections on hundreds of small accounts with
consumers and on the larger accounts with wholesale customers.

In the milk business there has been a pronounced tendency towards
centralization. From every part of the country reports indicate that
in the past decade there has been a very great decrease in the number
of men distributing milk, in spite of the fact that the cities have been
growing and that the milk business as a whole has been increasing
fully as rapidly as has the population. Thus in New Haven, Connect-
icut, which in 1903 had a population of 108,027, there were about
two hundred milk routes. In 1916, with an estimated population of
170,000 there were only 160 routes—that is, an increase of 57 per
cent in the population was being served by 20 per cent fewer wagons.

16. THE PURCHASE OF MILK

Basis oN WHICH MILK 1S PURCHASED!

The basis on which dealers and producers do business naturally
varies; there may or may not be a contract between the two. Where
the dealer holds the whip hand he merely agrees to take the milk the

1Adapted from Horatio N. Parker, City Milk Supply (1917), pp. 231-33. (McGraw-Hill Book
Company.)
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dairyman brings him, paying therefor what and when he chooses, or
a few weeks in advance, he may set the price of milk for the ensuing
month. In better-developed dairy districts sounder business relations
exist; written contracts are made for 6- or 12-month periods. These
contracts vary a great deal; they commonly state the price to be
paid each month for milk and often contain a clause to the effect that
the daily deliveries of milk by the dairyman shall not vary more than
a stated percentage above or below the amount called for in the con-
tract. Other clauses are often inserted whereby the dairyman agrees
to do certain things such as to exclude certain breeds of cows from
his herd, to have his herd tuberculin-tested every six months, not to
use diverse kinds of feed, to build a milk house or silos, or to cool his
milk right after milking and to deliver it at the receiving station
between certain hours and below a fixed temperature. In these long-
term contracts the price paid for milk varies from month to month,
usually being lower in June and the early summer months than in
midwinter. :

Methods of purchase which do not take into account the per-
centage of butter fat in the milk encourage farmers to keep high-
producing cows that give milk of low butter fat content. In general,
it is poor policy not to pay on the quality basis. Clean milk and
rich milk costs more to produce than thin milk or dirty milk; there-
fore, a method of payment should be adopted that will adequately
reward the producer of superior milk. No single system can be
recommended for universal use, because the character of the trade
varies and should decide the method of purchasing. Premium for
barn scores, for bacterial counts, etc., and the grading of milk are
most likely to prevail in dairy districts supplying a well-regulated
city milk trade. Probably it would be good for the dairy business if
all milk were purchased by the 100 pounds, for the dealers would
then weigh the milk they buy, and so would pay only for that they
actually receive; which would cut down their losses from short measure
resulting from battered cans, etc.

Praces AT WaicH Prices AppLy!

In addition to payment for various units, prices are quoted at
various stages on the way to the market. Thus in many cases prices
are quoted for milk delivered at the plant door; in other instances the
quotation is for milk f.o.b. the city railway station; or again, a price

1Adapted from H. E. Erdman, The Marketing of Whole Milk (1921), pp. 43-44.- (The Macmillan
Company.) )

)
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may be quoted at the farm gate. Even here, however, one cannot be
sure as to the prices received by the farmer, for the latter may have to
pay all or a part of the cost of hauling. In many sections prices quoted
are for milk delivered at the country bottling plant. Many companies
make quotations at several different stages to accommodate farmers
variously located. For example, it is not at all uncommon to find a
company buying from farmers who deliver their own milk at the city
plant door and at the same time gathering milk from the farms of
others, and paying them different prices, while in another part of its
milk territory the same company may be operating a country bottling
plant and basing its payments on milk delivered at that place.

The Babcock test, since its introduction, has been widely adopted
as one of the factors in the basic price. Perhaps the most usual method
is to pay for milk of agivenrichnessinfat,say four per cent,at so much
per hundredweight. Then for each one-tenth of one per cent of butter
fat above the basic test, a certain number of cents are added and the
same number of cents deducted for milk testing less than this basic
test. Inmany instances this differential has been so low as to be preju-
dicial to men with cows producing milk rich in fat. It would seem
that this differential should be quite close to the market price of but-
ter fat.

17. SHEARING AND MARKETING FLEECE WOOL!

Wool is obtained from the sheep in two ways: it is either shorn
from the live animal, or pulled from the skin of the slaughtered carcass.

Shearing was formerly done by hand. An expert was able to clip
as many as one hundred head per day, but the average was less than
half-of that amount. The introduction of machine shearing has made
it possible for one man to shear from 175 to 200 sheep in a day, and
the fleece is very much more evenly clipped than formerly. Some
merino breeds, known as type A, have so many folds of loose skin that
machine shearing is not feasible, but except for these animals, and
some of type B, or Rambouillet Merinos, almost all sheep are now
shorn by machine, that is, where they are raised in numbers. Sheep
raising in this country is not pursued with nearly so much care as,
for instance, in Australia. There they have huge shearing sheds where
the animals are first sweated and then carefully shorn. The belly is
shorn separately, whereas here the entire fleece is left in one piece. In

Australia each fleece is carefully skirted, that is, the inferior parts

1Adapted from James Paul Warburg, Wool and Wool Manufacturing (1920), pp. 7-8. (First
National Bank of Boston.)
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such as the britch are torn off. Then each fleece is folded and tied
up and the fleeces are put up in bales. Moreover, a bale usually con-
tains fleeces of the same grade, so that practically nothing but sorting
remains to be done by the purchaser. Here, on the other hand, fleeces
are shorn in one piece and are folded up carelessly, without skirting.
The tying up is frequently done in a slovenly manner, and a bag will
very often contain all grades of wool from the finest to the coarsest.
Of late years some attempt has been made to install the Australian
system, but without much success.

The shearing season in the northern hemisphere is in the spring;
in countries below the equator, except Australia, it is, of course, in
our fall. In Texas and California, as well as in some other localities,
shearing is frequently done twice a year.

Roughly speaking, there are seven ways in which the wool grower
may dispose of his fleece wool:

1. He may sell it to buyers representing merchants. The mer-
chant, while he is a middleman and therefore incurs the usual anath-
ema, pérforms a variety of very essential services. At the time of
the clip he sends his buyers to the wool producing centers and buys
the clip for cash, then he ships it to his warehouse, grades it, and sells
to the mills on credit. Obviously he finances a very important part
of the production, and is furthermore essential, because h