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PREFACE

This Thesis is prepared in partisl fulfilment
of the requirements for the B.5¢. Degree in Civil
Engineering.

Part I contains the economic and socioclogical
study on the present marketing system in Djezireh
(Syria) and a proposal for a marketing system that
will improve the prevailihg conditions ( with an
investigation of the cooperative system already in
operation in other countries).

Part II contains the required architectural

study and solution to satisfy the results of Parv 1,
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CHAFTER I

Living Conditiona And Improvemesnts

The living conditions of the vast majority of Djegireh
people are exceedingly depressed. Thers exists a gulf
between their standsrds of living, of educstion and of
health and thoses of Ccecidental peooples.

The very lew productivity in agrieulture is one of
the main reasons for the low level of real income and of
cousumption. An enormous shere of the peasant's income
is claimed by the land-owner and by all kindg of middlemen
at the various stages of production and distribution, and
this factor, coupled with the rate of interest charged for
rural debts, accounts for the smallness of the peasant's
ghare, Thers ig, further, the appalling state of health
and hygiene in general., TFinally, the intellectusl cepscitiecs
of the Djeglrsh people &rs vastly under-developed =nd in
great nesd of improvement, both quantitatively and qualitatively.
WNo progress is possible unleas there ia & change for the
better in all these spheres,

fow 1% may well Le Lhat some of the worst sources of
avil for the physical well-being of the Djezireh people
gould be eliminated by a bold and far flung hyglenes and
health policy, provided this is maintained in the {ace of
disappointments and setbacks. It is further conceivable
that the dissemination of elementary education and vocation-
al training may ultiumestely lesd o &n improvement in methodsa
of farming and a consequent rlse in the income of the peasant,

However, in view of an annual average income of about 100 L.L
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per head of the rural population, thess mesasures should
not be overrated, as they will not be able to bring gbout
any decisive change in the prevailing standard of living,

We are therefoze driven towards s more radial pollcy
sugh as would sgarcely have heen recommended by sccial
raformers of earlier days., The introduction of a poliey of
this kind involves, howsver, a strong intervention on the
pact al ﬂﬂvcrumént, whilch 1o barn 1s contingent on far-
reaching changes in economig-political conceptions snd in
the political structure of the countries concernesd.

The following means are required to effect a definite
improvemsnt in the economic posltion af the Djezirsh people,

First, a redistribution of the present naticnal income
through increased taxation, the latter teo be used for expen-
ding state mervices and reduclng the grevailing interest and
rent charges, It 1a true thet s redistribution of incoms
is not in itselfl sufficient to induce any prise in the total
income, Yat the fnrﬁ ramalins thet surh a redistribution of
ineame, wnich would include new state services for the bhenifit
of the masses, induces a far better alloecation of the sorial
product,

The second means, which must axert a far more decisive
effect towards material improvement, is that of an all-round
and permanent lnecrease in the real income per head of the
working population. The rise in the real per capita incems
of a nation is wvirtually identical with an inerease in the
net output per head through expension and intensification
of agriculture, industrialisation, and the development of
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transport services to decressse merketing costs., This
would in no way render a redistribution of income super-
fluous; linked to it, morsover, it would constitute a
povwerful combination to effect definite progress towards
the goal of a higher standards of living. As thera is
a natural limit to the cepacity of eonsumption of the
necessities of 1life (food, ete.), particular sttention
must be pald to industrialisation, consumption prospects
in thia sphere being practically unlimited for a long time
to come, Machine production end intensified agriculturs hoth
lead to A marked incresse in the national product avallable
for sharing out, &nd when these are accompanied by adequate
measures lor egqualising distribution, such as taxation with
a view of expanding state services, raductlion of rent and
interest, modern wages pollcy; and refora af land tenure,
important preconditions are fulfilled to achiesve the objeg-
tiives aspired to,

Anothsp by no maans irrslavant axpadiant would 11a in
the ralaing of the sxghange value of primery {sgricultural)
products against secondary and tertiary ones. The present
ratio, if expressad in terms of remuneration of agriculiural
and industrial workere for the same worklng time ig zbout
1: 3. 1.e, the latter =arns about three times mors than the
former, If the price of the agricultural produce rilses, as
it will do following shifting of workera from the primary
to secondary and tertlary occupstions as & result of indust-
rialization, the agriculturel producer will enjoy a higher
purchasing power &f his Income, i.e. a higher rasl income
than beforas,
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Finally, as the regl income per earner increass by the
meagures rafered to above, a simultanecus demnd for tertiary
products [ services, communicstions, administration, recrestion
ete. ) will grow rapldly, epd numerous new seurges of Llve-
lihood will spring up, absorbing e considersbly pert of the
annual populetion increase at a feirly high standard of
1living.,
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Fresent Marketing System.

Feotures AILSCLiNg luveiueld siaus

A~ AGRICULTURAL PERSUITE.

The internal trade of a country is not a legal
entity. It is grestly conditioned by the sellen
agpects of the country's sconomy. In Lthe case of
Djegireh, Agrigultural pursuits are the back-bone of
the country's national economy and consequently trade
in agricultural products forms & major item of Djeszireh's
internal trads, although not as great as might be expsacted.
The rurszl sedentary population in Djezireh is well aver
half of the total, but most of this farm population still
lives under a domestic economy. The pszasant with his low
standerd of living is elmost self-sufficient. He produces
enough to mast most of his wents snd buys very littls
from the market, with the result (hst market denend 1s
greatly reduced., By mesting most of his needs [rom his
owvn produce the peasant also tends to decrease the market
supnly. Undoubtedly this diminishes the iwmportance of
internal trade in Djezireh as compared with other countries
where the rural population, enjoying & higher standsrd
of living, is more specislized and conssguently mors
dependent on the market,

The ressons for the prevailing low degree of market
dependency of the native peassnts are reflected in the
medieval pre-war conditions which still ianl'luence ihe
country's econaomy. In the first place, the limited

purchasing powsr of the urban population and the undevel-
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oped export facilities offered no outlet for the gale of
agricultural products. Due to lack of important markets
for their products the agriculturists became, and still
are to & certain extent, accustomed to being self-sufficient,
unmotivated by a desire for gnin or acquisition. In tha
second place, the metayer system of tenancy whereby the
tenant pave the landlord a share of the produce limits the
amount of good marketed, The landlord ‘satisfied the nesds
of hisfamily through the produce delivered by the tenants,
and what is left appears on the mprket. Finally, the methdds
of cultivation handed down from father to son tend to limlt
agricultural prndu;tiun and consequently limit the amount
of goods eppearing on the market,

Market activity in Djezireh bears a direct relatlon to

the volume of asgricultural production, In fat yaars, when

production is pood, internsl trade receives a double lopetus.

The supply of agricultural produsts entering trade is augmented

and the purchasing power of the farming population will be
increased, The contrary holds true in lean years when the
harvest is poor.

INDUSTHIAL PURSUITS

The study of the mutural relationship between the
Djegireh's industry and the local merket has a two fold
importance: First, to find out to what extent the Djezirsh
market ig supplied by local industrial products; second, to
determine the extent to which the home market helps the
developnent of local industry. Djezirsh's industry is

still in its infancy and is chiefly concerned with the
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traneformation of local apricultural raw materiasls into
manufactured wares for locel us=, The country is thus
obliged to import a great variety of manufsctured articles.
Thia dependency on foreign manufactursd wares has in turn
developed those agencies which carry on this form of trade,
On the other hand Djezireh enjoys a limited home market.
This naturally tends to check the davelooment of foreign
markets for its industrial goods, since a lsrge homes market
is a prerequisiste for an extensive export trade., The
limited home market also forbids the sstablishment of large
enterprises which sre ables to teke adventage of large scalae
production in purchasing raw materials snd eslling Tinished
products,
FORETICN , TRANSIT AND RE-EXPORT TRADE,

For the last two or three decades Djezireh has imported
nearly twice as much as she has sxported. The effect of
this great difference beatween imports #nd exports is noticeable
in the agencies for carrying on the country's trede, Import
merchants and commlsslon arents interested in import trade
ares more numercus and thelr facilities better develope=d than
thoee for export trade. Alsc the importation of standardized,
well-advertised products has greatly influénesd public denand,
Native products of egual or better gquality hut not well known
must be very low-priced in order to sell,

Djezireh's axcellent geogrsphic situation for transit
and re-sxport trade is slso reflacted in the orgenizations
that carry on the country's trade, since it is a fevorable

place to locate centygl agencies for the entire Near Bast.
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The Present Marketing Chanaels

The prominent fegture of Djezireh's markesting channels
is their diversity. As in the other phas#s of the country's
economy, 80 in this, the primlitive axiste side by sids wich
the modern. The most important primitive channels through
which goods reach the ultimste consumer are the fairs and
peddlers. Among the modern channels are the retailers,
vholegalers, commission agents and brokers, general stores,
department stores, specialty stores and manufacturer's
agencies,

Direct Marketing
1~ Fairs The primitve public fairs attract the rural

population and constitute their major channel for the
sxchange of all sorts of articles that meke up their needs -
food end agricultural products including cereals of all
varietles, pottery, manufactured pgoods, both native and
foreign, skins and hides, live= stock, vegetables and other
things, Exchange at these fairs is largely by means aof
barter,

Whenaver the urban population take part in the fairs,
theair interest centers around the scricultural produce,
By thia channel the greater part of the farmer's produce
rezches the urban population whether consumers, assembly
ag=ntsa, exporters or commission zgents. The urban merchznts
bring with them many varieties of manufactured articles
required by rurel population. These they sell to farmers
and in exchange they buy agricultural producs,
2= Paddlers Peddling goods From house to house and to

passers by on the streets of towns and willages in Djegireh
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is & popular common practice. A lerge guantity of beth
products and menufactured goods reschesa the consumer in
this way. The peddler gets lis guods Crom the lgeal
manufacturer in the case of home products, and from comm-
ission egents, wholesalers and even retailers when the
articles ars eof foreign origln: He usually sells these
products in small villages or in the suburbs of towna where
gshops handling manufactored articles do not exist.

In small towns and villages, generally in proximity to
farme, producers s=ll their ferm products directly to
consumers &nd save for themeelyes the commlssion usually
peid to middlemen. In this case the farm products ara
peddled from house to house by the producer himsell or his
wife, In the main towns farm produce 1s usually peddled by
men who buy goods at wholesale prices from commisslon
merchants and sell it at a profit. Vegetables, [ruits,
some cereals mnd dairy products reach the coasumer through
peddlers who are sometimeg the producers and somstimes not,
In this wey perishaoble articles coften reach the concumer in
8 heatter condition, and the house wife can choose as she
likes, The low prices usgually demanded by such peddlers,
are giving an impetus to this channel of marketing.
3= Road-side stands. Hnadeslde stands are hieng estahlished,
a8 8 result of better means of transportation, om the main
highways leading out of towns. Fruit growers asrect these
stande during the fruit season to display their produce
for sale. In summer, malons of diffarent kinds are offersd

for sale, and also grapes and other fruits are diaplayed
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for sale. The increased passenger traffic on the main
highways is undoubtedly helping the spread of this chemnel
of marketing.
CHANNEL MARKETING MIDDLEMEN

The important middlamen carrying on Djezireh's trade
are commission houses, sales agents, branch officer, export
and import houses, wholesalers snd retailers, Their object
is to make money &nd to conform thelr activities to special
defined and limited fields, Consequently it is very difficult
to drew lines of demarkation between thege differant middlemen
in actual prectice., GQuite often a wholesaler may alse be a
retaller, 2 comiesion agent or a sales egent ms well, This
overlapping of sctivities is a common practice among middlsmen
in Djesireh,
1- COMMISSION HOUSHES

Commlission houses may be divided into two clesses, those
handling foreim products mostly of an industriel nature,
and those handling native products mostly perishable farm
products.
a, Commission houses handling foreign goods. Comparatively
few firms of Djezirsh are larze enough to malntain a separste
import department or to send representatives abroed to buy
goods, The geopgrephical location of the county and enterpri-
sing espirit of its population which is prewar timea made of
Djezireh an Empire market, still attract, mlthough to =
smaller extent, merchants of neighboring countries who place
orders with Djegzireh firms. Consequently & considersgble

portion of trade in Djegireh is carried on through ¢ommission
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houses, These may b= divided into mercheandises broksrs and
commlssivi merchants.
1. Merchandise brokers Merchandise brokers must Ye Adistin-
guished from commission merchants or sgents. " A commission
merchent is cne who receives for sale poods belonging to
another, who has control of the goods, and who must account
to the owner far the proceeds of sale."™ The grest majority
of the commission firms in Djegireh do not fulfill thegs
functions but simply try to bring the buyer and the galler
together for a single transsction, Their proper neame is
" merchendises brokeps”,

The nunber uf.ﬂurchﬁndise brokera 1s large and vart es
from 0ld esteblished houses to ephemerel firms with little
papital and less morality, Inasmuch a8 the chisaf ssgete of
& merchandise broker sre his trade connsctlons and sales-

manship, a&nd slnce the capitsl outlay nsedsd is relatively
small, many people ars attracted to this mesns to become
independent businessmen,.

Merchandize brokers in Disgireh handle- nearly =ver
euimaddity, but ecclh firm usually specializes in handling
one line of goods. The are allowed & certain commission
on their sales by the firms which supply them. Some of
these larpe brokerage firms employ a type of a selesman
known in this country as = "ploacier” whose job is to
canvass thes market, trying to locatz customers willing
to place their orders through them,

Orders are usually taken subject to the confirmatien
of the supplying firm to which the order with the terms

of payment and other n=cessary detsils sre sent., If the
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terms are accepted tha goods are shipped to the order of
a known bank in Syria, which notifies the importing merchant
and delivers ths goods upon payment or acceptsance. If the
merchent falls te live up te his sgresment, the bank informs
the supplying firm and eawaits further instruction regarding
the goods, unless an arrengement has beesn made for such a
contingency. However, in such a case the broker ususlly
finances the importer, thus undertaking a function outside
his regular field.

2= Commission merchants In a limited number of ceses foreigm

firme take the initietive and ship goods to commissicn houses
in DJjesireh to be sold on consignment baels, This is
especially true when a foreigsn firm wishes to introduce a new
product to the native market, which it expects to have ordersd
in the usual way cnce it is estrblished. Somstimes part of

a surplus stock may be consigned by a foreign firm to known
native firm. Also when goods are refused by & merchant who
orderesd them the bank may be instructed to sell them throurh
a commission sgent. The volume of foreign merchandise
marketed in this way is relatively small and consequently no
specialiged commission houses eixist for this purpose. Mosg
of this buainess is handled by brokers and import merchants
a8 A sldeline in addition to thelr repular business, OUnly

& few well-known firme receive goods consigned directly from
foreign firms, although many locel firms sell on consignment
foreign goods sesut them by an import merchant in Djezirsh,

b. Commission houses handleling native products Commission

houses handeling native products may be divided into two

classes, those dealing in export trade. The foruer class
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may he subdivided into comnission merchante dealing in

perisheble products who are called MUALLIMUN and commission

merchants dealing in less perishable products, wiho are
usually money-lending merchant s,

1- MUALLIMIK Practically £ll perishable agricultural
products consumed in towns pass through the hends of this
type of middlemen &rnd sre sold on commission basis, due
to the fadt that marketing methods for these products
ars crude and undeveloped. Transoortation is slow and
inadequate and the products are oftesn poorly packed and of
varying quelity. Thue deslers sre unwilling to assure the
rizk of buying products themselyes axcept st very low prices,
The procducer consecuently prefers to besr the risk himself
in order to obbteln a higher price through consipgnunsnt,

Thes= comnission merchents normally act for the farmers
in temminal markets and nsither buy nor sell on their ageount.
They are wsually cluszred in one distrct of & town ian smsll
shops not eguipped with any adequate storage facilities.

They are noted for belng very energstic and shrewd, but they
are also unscrupulous.

These commission men recelice goods directly from the
country, padied by the producer to reach the terminal market
in the early morning when market activlity i1e& at 1ts highest.
There the commission man takes complete charge of the shipmént
and scts as representative of the seller selling o retoilers
gnd large consumers at a price determined by market conditions
and the quality of the goods. 8Salss in such perishable
products are always for cash snd a sales account showing the
gross procesds less expenses snd commission is mailed to the

producer after the disposal of sach shipment. When the
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procesds accumulate to an H.}'r!}reﬂiz‘l'll:rla guft the producer
gollacts or the money is sent to him. Sometimes comm-
jesion merchants advence money to producers to make sure
that they will consign goods to them, When producers
thamselves deliver their products, they collect on the
consign spot.

2- Export commission houses After the war (II world war)
and until the begining of the depression export commission
business was very active in Djezireh., Djezireh merchants
in forein countries especially in Nerth and South America
gent regpular orders for native poods especlally foods,
embroideries, end rugs, to be supplied on commission basis
by relative D‘El.'-'l‘li:h&i.'.ltﬂ in Djezireh. This relationzhip betwoen
tlie m=rchants abroad and at home tended to limit the develop-
ment of export commisslion houses as such &and to make the
filling of orders for commission a sldeline for patlve
merchanta. However, this business has greatly decrersad
during the past few years as orders from abroad have declinad
during the depression.
3= Branch offices

Very few firelgn companies have estsablished brench
offices in Djegireh, Petroleum companies have been the
most importait ones, The locel branch, in addition to
undertsking distribucion itself, employs a wide network of
local native agents,

d= Import merchents

This class of middlemen carries on a large shere of

the country's trade in imported goods, sometimes through
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merchandise brokers, but usually in direct connection with
the source of supply without the intervention of a third
party. They often deal with consumers and retailers and
to o limited sxtent with wholesalers, being wholesalers
themselves, They usually do not work on & commission basls
but buy outright and sell, thus profiting or losing on thelr
own account.

In most cases import merchants heve the exclusive rilght
of distribution, over a certain area, for the geods they
handle, especlially when theses require a privste sales
organization. Under such circumstances they are referred to
as import merchents with an agency orersting on thelir own
account, There 18 practically no difference betwsen the generd
import merchant and the one with agency except that the latter
{s usually in closer touch with the supplying Pitm end exerclses
8 wider control over the product he repressnts.

Import merchants handle practically &ll kinds of
commodities, but those with agency are ususlly intereated in
goods that require demonstration as well as service efter
purchass. Automobiles, radios, Ffactory and farm mackinery,
and similar articles fall into this group. When his product
warrente it, the import merchsnt with &g ency ususlly hes his
private sales organigation., He might also hold some other
agencies but these sre secondary, When the article does not
werrant an independent sales orgenigatlon, tihs import merchant
usually holds the agency for a list of firms producing artlcles
in & certain line of goods, although it is not unususl teo find

some import merchants representing dissimilar lines,

The burden of finnancing imported commodities varies
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wilth the nature of the goode and the exporter. For
sutomobilaa, radics, electricsl appliances and the like,
which are mostly American made,; the burden falls on the
importer or his Bank., The imporier either instiucts the
supnlier to ship goods against payment of drafts drawm in
his own name, or the importer arranges with his bank to
open documentary credit in favor of the exporter permittlng
the latter to draw drafts on the issui g bank itsell or its
correspondeant abroad, Imports of staple products snd foad
stuffs such as rice, sugar, {lour, coffde and the like are
financed in practically the same way.

Imports of textiles =nd similar products coming mostly
from Europe snd Amsrica ares financed by the sxporter or his
bank. The goods are usually shipped apainst acceptance and
rersly on open book-agcount. The keen competition of the
suplisrs has manifested itself many a tims in an over extension
of c¢redit with harmful results to both the import merchant and
the supplying firm,

Import merchents usually carry & stock of thelr goods
and sell to retailers or directly to consumers when the
article is rather sxpengive and requires service or demon-
stration after purchsse. 7To include all the country in their
sales organicgation they often sproint sub-agents in the wvarious
towns. When their product is not & famlliar one, or when it
is expensive and has a slow turnover, the import merchants
usually send consignments to their sub-agents to be sold on
g commission basis, When the product is well knowm and tha
turnover is rapid, the sub-sgents or other logal merchanta
usually buy it outright. Even in this cese the burden of

finsncing the sale Talls on the import merchant for he
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usually tskes promissory notes from bLhe purchases. Thus
from the nature of their functions import merchants can be
classified as wholesalers.

Some enterprising import merchants, especially those
with ageney, attempt to fix prices for their sub-asents
gnd purchasers to prevent cut-throst competition, and
often push their sales through advertising, travelling
salesmen and other methods, Theses extra =xpsnges for
pushing sales are partially or totelly refunded by some
of the foreipm firms.
S« Wholegalers

Pasidea import wholesalars there is another class of
middlemen who carry on wholesale businese in locslly-prodaced
goods, chiefly agricultural products. Their trade in lacal
manufacturesd goods is wery limited, becauss Dieziren is not
developed industrially, The fey well-developed factorias
in existence are well known end the native markst is
sufficiently small a2nd limited, so that direct relations
between retallers & factory can exist. Most of the locally
manufactured articles are not uniform in either varisty or
quality, so that few middlemen are willirng to risk buying
lerge stocks and reselling to retallere, except at very low
prices, The manufacturers in most cases wanting higher
prices, consign their goods to relisble middlemen to be sold
on commission,

The wholesalers of agricultural products ars in ugst
cases money-lending traders (bawsyikasz)., They undertzie
both the finencing end distribution of a2 large part ofthe

non-perighable agricultural produce, especially cersals,
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They are located in sgricultural towns having claose
connections with terminal markets mnd mills where they
dispose of & large part of their supply. Any remaining
part is either exported or sold for local consumption.

Money=lending traders receive s large part of thelir
stock from large peasant cultivators or land-lords who
gra usuglly indebted to them and bound to pay them in
kind or sell through them, The remainder of their stock
comes from village traders who collect their debts from
the amall peseants in produce. The billage trader ships
collectad pgricultural produce to nesrby townm whers
money-lending traders often pay cash for it. Jome farmers
who are not bound to a=ll to eny individual prefer to sell
thel r products on & commissicn besia through tewn traders,
£~ Retailers Hetzil trade institutions in DJeslireh must
be divided into general stores and specizlty stores. The
general store is found in villages or towns, It is more
comnon then the specialty store as might be expected and
carries a wide variety ot mercnundise, ranging from groceries
to medigines and agricultural implements.

In the sgricultural villages snd small towng the big
retailers, called Jarrads enter inte trade connections
with the money-lending merchsnt of their districts., This
merchent stocks the retailer on c¢rsdit for an average of
six monthe, and when the goods nesded by the vlllage
retailer sre not sold by the supplying merchent he even
acts as a commisaion agent and buys the goods from other

merchants. The retaller practiecally always sells to the
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farmayr on gredit with an aAgreemant to payment in kind in
the erop s=eson, When payment is made the villags
retailer sends the crope to & city merchsnt to be sold
on commission or bought outripght as agreed,

7= Export Merchants, The export merchent and ths export

commission houses handle the sxport trade of the country,.

They carry on similar activities, the form for preflt on

his own account, the latter on commission. These organi-
gations are less numerous and less developed than those lnter-
ested in handling import trade, as the smaller praoportlien

of sxport trade would indicete,

Export merchants are chiefly interested in ceresls,
fruite and legpuminous plants, The exportation of cereals
and some other nonperishable farm products in handled by
the previcusly digcussed momey-=lending traders, Frulus,
vegetables gnd similsar perisheble products are usually
exported by partnership organigations of either large
producers or dealers iﬁ such products. Perishable products
are generally consigned to commissien merchsnts in the
importing country to be sold on the axporter's account or
sometimes as & jolnt enterprise of exporter and importer.

MARKETING OF CHIEF PRODUCTS

A- Morketing of Tuported products
Foreign goods imported into Djesirsh for local eonsum-

ption are usually handled by more middlemen than locally
produced goods. There are many pogsible channels with
little uniformity even im the distribution of the same
article. A study of the more common channels through which

some representative imported goods pass after resghing the
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gountry shows this veristy.
l= Automobiles and automatlc maghines, which require service
after purchese, are handled by en import merchant who often
hae an exclusive agency and maintains & speclal sales
organisation for their distribution in the center where he
18 located, Theses import merchants cannot gover the whole
country with their own private sales force and olten appoint
sub-agents in the other commercial centeras., In this case the
producte passes through the hends of a sub-sgent belare
reaching the consumer.
2= The greater part of the lmported sugar and similar staple
products comss first to the import merchant, who orders his
goods through a brokerage firm and sells to different reteil-
ers who in tum sell to consumers, In a few cases lmport
merchants sell to wholesalers who in turn esll to retailers,
This is particulsrly true of sales to outside towns.
3= Women's clothing usually are imported by the retailer
through a broker., In a few cases foreign factories, expecially
those manufacturing novelty articles, consign products to
reliable commis=zion men., These commission men then ssll or
re-=consign native retailers,

B~ Markating of Locsl products
The marketing channels through which locelly produced

articles reech the consumer may be illustrated by a lew
typically handled mesnufactured articles and farm products.

1- Soap A soap producer who wishes to dispose of his product
informs commission ggents in various centers asking for bids
or quotations from Lhem. He delivers his sosp on conslgument

to that agent who offers the best price. The retallers come

to the agant to negotizte the finsl price and buy, if credit
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is extended the agent usually pects as a delnrgderg agent.,
After payment he prepares a sales statement, deducts his
comnission plus other expenses incurred and forwards the
balance to the producer. When the commission merchant
wisheg to buy the gocds out-ripght he quotes both a commission
price and a purchase price, in which case the producer may
sell the goods dirasctly to the commission =szent., In this
cage the agent acts as a wholesalar,

Very often villape shopkespers establish, usually paying
in cash, Muleteers often buy soap direectly from the Factory
for cash and peddle it from house to house deliveringe 1t to
customars in scattered agricultural villages, in meny instances
receiving payment in agricultural products which they carry
back te their villagss to sell. Many Djesirian families,
expeclially those living in willeges and towns, buy snd store
2 year's supply purchased directly from factories or loesl
smegll producers,
2=~ Grapes Grapes are marketed in various wavs., A large portion
of the crop 1s carried to the consumer by the peddler, who
usually is the producer himsslrf,

Another portien is sold by the grower to the retailer,
Growers located nesr the ultimete market, usually supply
ragular retail traders,. Loeal hotels, restsurants and similar
large consumers are also supplied by the growers. However,
most of the country's grapes are sent by the producers to
commission merchants (mu'allimin) in the important centers
from time to time during thé trop Beason when and where the
price hapnens to be highest. The commission merchsnt in

turn sells to retallera or large consumers in one terminal

market, In many cases when the Producers are amall op -
then
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they do not wish to consign th=ir products to commission
merchants, country shippers buy the product outright snd
send it to the terminel market to be sold through commission
mepchents, These country shipppers very often buy the crop
while it is still on the vines,

Grapes which are exported frnm Djezireh are bought up
by the export merchent receives them snd ships them o
foreipn middlemen. The export sgent's commissicn usually
5%, BSometimes export merchants buy the produce from a
commission merchant in the central market,

Grapes used iq manufsecturing wine are usually sold
directly from producer to factory, Usually the produters
hail their product to that local fectory end sell at the
prevalling market price., Suck szles to factories are often
arvanged Liafore the harvest, and the selling price agresd upom,

%- Wheat Flour With the importation of Australisn and other

forelgn flour in years of poor harvest, the majority of the
people in towns hayve gome to purchage [lour instesd of whest,
To meet this demand mills have been e#atsblished in come of the
towns end terminal markets, The smeunt of whest purchased
by the public in the form of grein and in the form of flour
15 practicelly the geme, It im still the custom in small
towms and villages for each family to buy all ite wheat
aftesr harvest, clesan it, store it snd grind 1t as needed.
Flour mills buy practically sll their wheat Irom
money-lending merchents who assemble the product in terminal
markete, The flour mills rarely buy grain directly from
the producer. After manufacturing the flour may be scld in

Several possinhle ways,
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The most cosmmon practice in centers whers mills
are located is for a salesman from thes Csotory to vislist the
different grain and fleur merchants in town and take orders [rom
them, He &lso takes orders from bakeries. The salesman
is 8 regular smployea of the mill receiving a salary end not
a commission on hie sales,

In localities farther from the mill, flour is usually
conalgmed by the mill to well knuw? commission merchanis
in the various centers. They usually charge a commisslon
on their sales, &nd when they act as delcredsrs agents
guarantesing debts they charpge a higher commission. Some
mills prefler not to sell on & commiseion bagls and 1in this
gase they sell directly to grain and flour wholesalers who
gel]l to retallers €o lerge cONSUMBTE.

4= Woolen Cloth The retail stores sell the major part of

the factory's output and in addition 1t often Tlills special
orders for other merchants;. To avold any competition between
the factory's retall stores and other merchants it does not
supply the same pattern to both,

MARKETTING MLCHANISH

A= ASSEMELING

The importsnce of the assembling function in the intamrmal
trade of & country varies direetly with the extent of the
division of labor, with sige and location of factories, and
with the distribution of its population., Farming, which is
the bagkbone of Djezirsh'zs economy, is primarily a way te

produce whet is needed for one's own family rather than an

industry ralsing products for the markel, The farmer is= in
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The farmer 15 in most cassg self-sufficient, buylng 1ittle
and selling little, The loeal factories are alsc gensrally
small, drawing their raw materials from nearby districts
and producing for a limited market. Thickly popelated
canters are very few. As a result of all these factors the
aasambling function in Djegireh is rot so important as in
other more developed countries. A discussion of the actual
assembling of some products will illustrate the assembling
functien as performed in Djezireh.

Raw hides and skins are assembled to be processed in
tanneries in a wariety of weys. ‘he most common method is
to havre wholesalers gontrect with slaughter houses to buy
all skina end hides produced by them, and in turn to sell
them To tenneries, or have them tanned. Small tannerieel
usually contract to buy directly from slaughter houses, This
gimplifies the assembling function since tannerless are
HsnAlly opersted near the ¢s=nters of hide and skin production,
In villages or districts where there are no organized slaughter
housss the tanners ar the wholesalers appeint local agents
who assemble the raw skins and hides and ship them to the
tanneries,

The method of mssswbling cerssls often fpllows a definite
plan, It is greatly conditioned by che method through which
their distribution ia financed. The large cereal producerpg
are usually Indebted to a Lown wwney<lending treder and are
bound sither to repay him in kind or sell through him,
Coasequently after harvest these indebted landlords shdp Lhelr
produce L0 Lepmlnal maikels whers Lhe mwouey=lending Lraders

are locaved., The small pessant culilvators also are often



Page 28
indebted tn tha yillasra trader ann ususlly pay mim in
Kinn miver fecvveol,; & one village trader, who in turn
is usually financed by the town meney<lending trader,
sends the produce to the lattsr.

In those few cases where the cultivetors and village
traders are not bound to sell ¢o eny particular town trader,
they ususlly ship the produce to & terminal market where
they sither sell it to a town trader have it sold through
him; GSometimes town traders appoint locel agents at centers
of production to buy up produce and ship it to them. A
great portion of the geresl production is assembled by the
town-lending trodere in the terminal markats,

B- GHADTNG AND STANDARIZATION

The practice of having buyesrs perscnelly examins esch
article to be purchased and sssume the full raspansibili ty
for passing judgment as to its quality and value stil}
preveils, The gellers' slogan is in most cases "let the
buyer beware" and accordingly the buyer must always he on
guard. This practice which can be accounted for only
by the lack of grading and standardlzation has adveraely
affected the marketing of home products both locally and
abreoad. In the internal market it has been responsible for
the encouragement and spread of commlssion dealings which
ere equally condemned by intelligent producers and middlemesn,
In the foreign markets it has considerably hindered the sale
of home producta,

In the few limited cases whers stendardization and
greding is undarteken, it is usuglly done in a rather ecrude

manner., It is not possible for a buyer to order according
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to definites uniform specifications. Ooods seldom econfirm
with samples previously presented or standerds previously
sot, To realize better the many short-comings eumudtte=d 1o perform
performing this marketing function it is worth while to
discuss a few of the important products end find our what is
actually done with them along this line.
l- Boap, MNone of the scap factories, whth the axception of
one modern unterﬁrise recently established, observe any
atandards, They produce only one kind of sosp, but it varies
considsrshly because the chemical ingredients are not
accurately measured, The scap c8kea of an inconvenient
cube shpae ere marketesd unwrapred, usually without any
definite trade mark. In most cases they are simply stampad
with & geometric star, or merked with the name of the city
or village where they are produced.
2- Dlives and olive oil Olives destined to be pressed into
oil are rarely sold according to any standasrds but are a
mixturs of all grades, Olives for preservation are graded
into two major classes according to their ripness, thers
sre green oliveés which are still rather unripe snd black or
ripe olives. No specific standsrds exist to distinguish the
different qualities in thess major catepgoriss,
3= Olive oil Fracticelly no standarde for the sale of olive
oll exist. Local middlemen and consumers buy after a
personal examination of the taste, color, smell snd source
of the product. Recently, gradirg according to acidity in
becoming more popular egpecially of oil destined to be sold
to foreipgners, since they buy according to definite standards,

The citrus fruits that are marketed lceally are not

Eraded asccording to uniform standards, the produgers in
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most cases place the chocer frult on top of the container
to deceive the sellar, Usually the retaller after purchasing
the product grades it inteo differsnt stendards and seslls each at =&
a different price. _
5= Wheat and flour Wheat grein is ueuslly graded according
to the distriet in which it is raiesd and this is often
taken to denote the starch content. This does not fulfill
the true purpose of grading since it does na tske into
consideration different grades of grain grown in the same
distrliect or dliferent degrees of cle=anliness, An sxamination
of the product is still necessary.

The grading of flour is much better developed, Hore or
legs uniform stendards of fineness and sterch content are
adhesred to by all flour mills, OSales are concluded
according to these standards ordinarily without any
examination of the product.

C. STORAGE

The inadeguate facilities for storage react unfavorably
upon consumers, producers and market development, Consumers
still, especially in villages and small towns, must assume
the burden of risk and cost of storage in order to protect
thmealves against the rise in prices which frequently occurs
after the crop season,

They must estimate their needs in advance and store the
required supplies, Th#a lack of storage facilities makes it
impossible for producers to hold their supply over tempo-
rarily to feed the market evenly, The entire stock is
forced into the market within a relatively short period

with & resulting wide seasonal fluctuation of prices, which
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for some vegetables ard fruits drop so low that tChey
do not compensate for the cost of transportation, The
effects of this lack of storage facilities on markst
conditions can be illustrated by some typical producte.
l- CEREALS

Farmers do not usually store their cersal crop for
several seasons. The farmer is often in debt to the
money-lending trader to whom he is bound to sell after
harvest, when such debts mature.  There are no agenci ep which
finance the poor farmer while he holds his crop for bhettep
prices, so he ism compekled to sell his produce when it is
ready at low prices, 3ince there are no Frain elevators
or warehouses where cereals may be stored for a long period
without danger of spoilage, the farmer is afraid to keep
his erop lest he loses everything,
2~ FRUITS VEOETABLES AND OTHER PERISHA LE FHUDUCTS

Neither the producer nor the ¢ity merchant has proper
storage facilitiss for fruits, vegetables and other
perisheble products. Refrigeration with one excepiion is
practicelly unknown; transportation faclilities are in sone
cases inadequate and 1t is not uncommon to have & large
share of a fruit or végetable crop spoil on the farm, Grapes,
apricots, tomatoes and similar perishable products are
found on the market in large quanities and at very low
prices during thea crop s=pson after which Lhey bDecome scarce
and are sold at conslderably hipher prices. Cold storage hes
practically never heen tried as a mesns of carrying a erup
tWo or three months after ths final pleking in order to

fesd the market mors evenly,
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D=~ PACKING
Inafficient packing is another wesk point in the chain of
Djezireh's marketing practices. For example, the common
container in which fruit is packed is a retroleum box,
The bottom of the box is covered with lesves from the
frult trees and the Pruit is pecked in layers with leeves
between, The box is shaken back and forth in order to
leave no vacant spsce, and when it ig full boards are
nailed on ﬁcp and it is resady for shipment. This method
of packing has caused much compleint, as tae fruit does not
carry so well. OSome enterprising producers snd axport
merchants are now using wide baskets made of the stalks of
calm lesves or willow, with tissum paper to separate the
layers., Fruit packed in this way bring higher prices which
more than compensats for the extra packing charges ineurred,
E- FINANCING
Financing the distribution of agricultural products falls

mostly on individual money-lenders who are alsa erop traders.
These money-lenders, who are practically the only source of
eradit for the poor ignorant farmers, usually take advantage
of the pessants' deplorsble conditions end lend them money
only at usurious ratea, The method of Financing the

distribution of manufactured and semimanufactured good

varies,
F- ACCOUNTS

The system of accounts used by the Djezirsh merchants
and business men depends upon the kind of business they
carry on end the size and importance of the firm, In gingle
entry book-keeping 1= most widely used elthough financisl
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statemsntes are seldom taken at the end of the fisesl
period. Even when the double entry system is msed, the
firm doss not go beyond s trisl balance. Many stores
simply use 2 cash book to record cash ssles and a credit
book for account receivable, Some large concerns use
double-entry books end issue statements semi-annually or
annually. The lack of proper accounting in Djezireh
merchandizing agencies is 2 great handicap in determing
cost end selling prices, and in eliminating wastae.
G- SELLING MSTHODS

The practice of offering definite terme of salass 15
commonly ignored in Djezirsh. The ona—prices or fivsd-rrigs
plan, although advertised in big letters in most retail
shops, is seldom adhered Lo. Buying is 2 matter of bargaining
over price, and the relative bargaining sbility snd perszeverance
of the buyer and seller influence the price actually paid at
the end,

Advertising does not play an important role in selling
merchandiee in Djesirsh, Only very recently attempt have
been mhde to promote seles by advertising campairns. Among
the various reasons for this slow development 4is the custem
of personal solicitation in business which has prevailed in
this part of the world for gentureis, The limited circulztion
of newspapers and magasines is alse responsible fur Lhe slow
spread of advertising.

Newspapers are at presant regarded as the best local
medium for general advertising purposes. Other medla which are
use to a more limited extent are magazines, posters, painted

8igns and eledtric eigns. The goods advertised are mostly
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foreign, and the advertising campaim 418 onften finenced
by the foreign firm concerned. Local goods are rarely
advertised as they are not sufficiently standardised to
bear trade marks. Most of advertising of foreign products
has a rational epreal while the emotional apreal to
partiotism embodied in the slogan "buy home products” is
prominent in advertising local products.

He WEIGHTS AKND MEASURES

The only system of weights and messures legally
recognized in Djezireh is the decimal system bsged on the Eram,
liter and meter which was instituted in 1869 throughout the
Turkish Gmpilre. Though the decimel system is gradually
growing more populer, the old weights and mescure: aps 56111
adhersd to throughout the interior. The unite fo welghts
and measures vary in alnost eve:v town and district, making
transactiones veary confusing snd troublesome, The tendency
at present is to use the metric syatem for imported goods ard
the local weights and messures for natives products,

The unit of weight is the dirham which is equivalent
to J3.21 grams,
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CHAPTER ITI

Marketing Improvements

A~ Merketing Improvement through Frivate Indtlative
Feople and organisgetion sngaged in marketing will have

ideas how some marketing opepation cen be performed at
lower cnét, or &5 as to increass yolume of ssles, The
individusle or marketing orgasnizestions originating these
ddess are strinving to improve their competitive positions
end generally will try gut the ideas in sctual commerciasl
operagtions. If the ideas works, the resulting rewsrds will
encourage others to adopt improved prectice, Thus, gradually,
the improved methods will spresd through the marketing system,
This "hunch and try"™ way of effecting improvemsnts,
howeyer, is likely to be slow, and it will not readily bring
improvements of certain types which depend on more than
individual action. As in agricultursl and industrisl
production, we need a more ordely snd agprecsive wey of
effecting improvements, which we may call the # scientific
‘approach”.

B~ BSclentific apnrosch :-

ihﬂ first step in the scientific approach is to study
angl degseribe the marketing system, so that everyone concerned
wil) Kpyow what it is we are desling with =nd will oot waste
time running down blind alleys, The knowledge of marketing
Systen 80 obtained also serves &g the basis for stimulating
ideas about pésaihlelﬁmprnvemanta. We do not have many
fruttful ideas sboub things we do not understand,

In trying to improve merketing it is desirable to
knol the "life cycle™ of an agriculturpl commodity as-it pass
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down the eometimes complicsted path from farmer to ultimate
consumer. What happens to the original product, such as
wheat, as it changes form, locstion, and possession 7 What
types ol marketing ageacies, costs, and mergins are
involved 7 What competitive and monopolistic situations
affects prices in the different marketing transagtions 7
These gnd many other facte about marketing are nseded as the
baslis for any scientific aspproach to marketing improvement,

In the second place, the seientiflic desoription of mar-
keting glve a picture of the relation ships between different
sagments of the marketing system, This frequently is lagking
in the intensive practical knowledge sbout some single phase of
merketing possessed by thoee engaged in the business,

And in the third place, we need careful descriptions
of the marketing system as a short cut in educsting marketing
workers of all kinds. Just as s statement of assete and
lisbilities and an cperating, or profit-gnd-loss, statement
for a particular business ¢an reveal more abour the financial
condition of that buginess than might be ocbtalned by working
in the plant for month or yesars, so a conelse, scientific
description of the marketlng system, or any part of-it, may
Elve the repder as much informstlon as would be obtained
by years of work in some practiesl cepacity in the industry.
These short cuts in training persons for work with marketing
agencies, for professional work in marketing, or to use
their knowledge of marketing in order to be butterlfarmers
snd citizens are valusble contributlcons in themselves,

Advantages in aporoaching the problem scientifically :-

a) The scientist has the advantage of having studied
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the marketing system, or that part of it with which he
is concerned, in more detail from more view points than hes the
practical businesgman, Turthermore, he is trained to have
an inquiring eritical mind, not to accept traditional practices
marely because " things have always been done that way" .,

b) The scientific epprosch mekes it possible to test
the hypothetical improvemsnt more accurztely and sxpeditiously.

e} The sgientific apprach opens up a whole field of
possible improvements in merketing which would rarely if ever
gecur to the practical marketing business man.

L= ZHarketing Improvements HhichhHEI Ineresse Re=turns to
Froducers :-

I- Increasing consumer expenditures :-
A~ Expanding congumer demsnd

1} Beveloping new products
) ﬂﬂnﬂume£ products
b} Industrial products

2) Developing new uses for established products

3) Expenesion of demand for estsblished products
in existing uses 1=
a] Quality improvement
b)) Better merchandising (peckeping, rromcticn etc,)
c) Congumer educsticn

d) Subsidising conesunption [relief fesding ete.)

o

B~ Orderly marketing (mexicizetion of returns froe
& plven level of demend).
1] ‘Finding best svelleble perkete.
. . £} Better geographical distribution
b) Improving marke=t information
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2) Distributing supplies over time
a)] Improved storage facilities
b) Moras flexible egradit
3) Adjusting flow into different uses i=
a) ¥erketing agreements end orders
b) Diversion Programs
¢) Relative market prorates
4) Maximizing returns from diflerent ﬁanﬂumeé
Lraups.
a) Different pricing
b) product differentistion
5} Limiting quantity sold
a) Quality limitations
bl Absolute market prorates
II- BReducing market chorges { increseing former's share
of consumers' expenditures.)
A= HReducing expenses of marketing agencies
1~ Reducing the neesd for mark-up
a) Reducing market risks
b) Sounder financing
2~ Reducing ceuses of price increase
&) Modifying conditions of unfair competition
b) Eliminating trade bariers
¢) Regulatory activities
d) Improving the pricing mechanism
B= HReducing merksting costs
1) Ineressing the efficiency of existing market-

ing agencies.
a) Better economic organizetion of the market-
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ing business.
bl Improved operztlonsl mansgement
¢) Improved transportation
d) Improved storsge
2) Changing warketing sysben
a) Vertical and horizontal integretion
b} New types of agencies
¢} Altering marketing channsls
3) Reducing services rendered in marketing
a) Eliminating unnecessary s=rvices
b} Shifting responsibility for services
D- Government Action to Improve Merketing :-
The most important governement sctivities in merketing
are t=- 1 f
1) Providing needed auxiliary marketing services, such
as officlal greding, standerdization, inepection, and market
news, Thege services by thelr very nature cannot and will
nol be cared for adequately by private sgencies. They are
designed to complement, not replace, privete marketing business,
2) Policing of the marketing system, This provides whet in
in effect an enforceable gode of ethiga for the protection
of shippers and buyers and prevents monopoly cnd restreint of
trade against the public interest. {Lews for unfair competition,
advertising ete.)
3) Assistence to producer groups desiring to teke collective
action to improve marketing conditlions, This includes asel stance to
cooperatives, laws, tax-free income, and to formers by means of

marketing sgreements and orders, deslgned to help effectuate ths
principles of orderly marketing.
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4) Hesearch to discover new ways of improving marke ting

5) Extension activities deslgned to acqueint farmers,
gonsumers, &nd marketing agencies with the affect
of alterns ive marketing policies and practices.

8) Progrems designed to expand the consumption of food
by individuzl consumers, toc expand distribution, =nd
to open up new uses znd outlets,

7) Direct action to supnort prices of agriculturai

commodities,

Getting Improvements Adopted :-
1) This task may take the form of educating those

concerned with the need for government legislative or
administrative action; so that thoee heving cthe power may take
the negescary sction.

2) One of the tasks of those interested in improving
marketing is to educate farmere, consumers, and businessmen
eto, ete.; soc thet any type of merketing fmprovenent will be
supported by the general public.

3) By fer the grester task of educeticn for marketing
improvement , howsver, is persuading foimers, middlemen, or
consumers to adopt verious improved prectices themeelves,
vust #& resecrch to discover weye of luproving ferei producticn weould

never bLecome eflfectlive witlcul foulturel extengfen ani’ othep

anformallonal sctivities, so marketing research cannst pay
dividends until farmers, marketing businessmen, and consumers
are persuaded to 40 whatever is necessary to putthe tested ideas
into setual use,

4) Cn top of this, there are numerous public-service activities

in marketing, ouch as grading, seed testing, market news, and
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CHAPTER IV
Cooperative Merketing

Cooperative marketing has played a prominent part in
the history of efforts to improve agricultural marketing.
Many thousands of cooperative associations snd millions of
farmer members have blazed the cooperative trail to better
marketing or anothesr trall to failure end disappointment,

ks a result of all thls experience, extsnding over
more than a century of time and a grest variety of marketlng
canditions, probebly nc phase of marketing is more clearly
defined then cooperation. }rinciplea of cooperative marketing
formulated many yeers ago are &5 sound and appliceble today
as they were then. Aside frem technical methods of operation,
which change continually with progress in marketing technology
and practices, cooperative marketing has settled down into
an established pattern. No longer can cooperation among Lfarmers
be looked upon as an experiment.

Most of the difficulties encountered by cooperatives
stem simply from failure to be gulded by this vast expearience,
Farmers frequently are urged to "experiment" with some
impractical ccoperative panacea which is no more an experi-
ment than would be an attempt by the Army to use the bow and
arrow &5 & "new" weapen., On the other hand, opponents of
cooperative marketing belittle its uvsefulness wlith lgnorant
disrezard of its long record of subatnnﬁ}al accomplushment.
Gooperative organigations continue to make mistakes of

organization and operation which have been mede by others

many times in the past.
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Ihe Lessons of Cooper-tive History :-
A century of axperience with cooperstive marketing

offers many valuable lessons to those whe will take the
trouble to examine its

For one thing, it shows rether plainly that cooperative
marketing ﬂhnuld*he looked upon as @ business, not & religien.
The cooperstives which have been organized in = highly
emotional way, with high-powered propagends, spectacular
membership "drives"™ apreals to Carmers! prajudice ageinst
middlemen or other features of marketing, and windy promises
of great henefits, have almost always coma to grief. Where
the approach hes been on & sober business basis, Success more
frequently has sttended the efforts. Although some rural

, Boclologlets might dissgres, sxperience points to the eonclusion
that ccoperstion merely for the sake of nnnperﬁticn is not
likely to succeed. If a cooperative cannot be expected to do
a distinctly better job of the business of marketing, it had
better not be formed in the first place.

A second and even more positive conclusien is that
cocperative-marketing efforts designed to alleviate rural
distress arising out of a low level of commodity pricea or
farm income, or other gonditions having thelr origicns outeids
the marketing system, are likely to fail. Enqperati?e
marketing cannot avold or overcome the adverse effects on

- commodity prices of business depressions, monstary malzdjust-
ments, or commodity surpluses. The surest road to cooperative
failure is to build up hopes that such achisvemerts are
possible., The suhauqu=nﬁ disaprointmant cguses members to

overlook the less spectacular but worth-while benefits to be
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derived from cocoperation and leads to cissention among
and desertions by members, Desperste measures taken in the
attempt to meke good or rash promises are likely to lesd to
large financial losses and subsequent failurse,
Pogsibilities and Limitations -

The benefits teo be derived from cooperative marketing
may be grouped under five headings :-

le Services not provided by private marketing agencies,

There have been many instances where private agencles ware not
providing marketing services needed by farmers, Fer examplé,
farmers in a local area might start production of same fruit,
vegetable, or other product for which no loecal marketing
Tacilities of any kind wers avﬂilnhiu. Cooperatives formed to
meet such a need have in gensral been the mpst successful., As
production of the commodity expanded in the area, the business
of tht-nnnpzrativu grew with it. By providing a service
absolutely necessary to thelr members, the cooperatives becams
established on a solid footing and ecould not easily be dislodged
by subsequent competition from private agenci=s. This has
been the history of many local cheese factories, crezmeries,
and fruit-and vegetable-shipping associations.

Iven ccoperatives ih competition with other marketing
agencies have been able in meny instances to offer services,
such as grading and payment by grade, which private agencies
were unwilling or unable to furnlsh because of the competitive
conditions. Being more interested in the genersl level gof
returns to farmers in the community than are private agencies

concerned mostly with obtaining the largest possible share of
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the available volume, couperﬁtiv=a are more likely to
inaugurate marketing services designed to achieve this
objective,
2= Profite :-

When operated as afficiently as private marketing
agencies, cooperative associstions retain for their members
the profits which otherwise would go to investors in the
private agencles. These profits are not aslarge as most
farmers have been led to expect. Bven when the profits per
pound invested are fairly large, they ganierally amount to
much less per pound of business transacied by members, whieh
ig the basis on which they are distributed. Experiance
shows, however, that asven smzll patronage dividend checks
are much aprreciated by farmer members, as tangible evidence
that their cooperative is successful.

Both membere and msnasemsnts ol couperatives tand to
overemphasize the importance of profits. This sometimes
seriously interferes with rendering the best service to
members. For example, cooperatives handling feeds have a
choice between trying to sell thsir membsrs high=priced,
high=profit branded mixsd feeds, or helplng them to buy and
mix their own feeds according to their indiviﬂual.needa and at
minimum cost. Too much empshsis on profits may result in the

loss of other, more important bensfits of coorperation.

3~ Saving from Heductions in Marketing Josts :-

In addition to obtaining the ordinary profits of private
marksting agencies, some cooperatives are able to make additional
savings by reducing the costs of marketng below those of private

competitgrs. This may be accomplished by one or pore of the
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following means :-

a) Eliminating unnecescary services

b) Hamdling a larger volume of business, made possible

by the support of & large and loyal membership,
¢) Integration of marksting steps, as through by-passing
local handlers,

d) Superior management.

Many farmers who form or join cooperatives, howsver,
expect much greater reductions in marketing costs than can be
achleved by such means. With vague notions shout "ann;mnua wastes"
in marketing, they belisve that all that is necessary in order
greatly to reduce marketing cherges is to eliminate the middle-
man, by marksting through a cooperative. However, the middle-
man is not "eliminated" but merely replaced by the cooperative,
which automatically assumes regpongibility for all or most of the
gerviges and costs of Lhe private agsncy. Morssver, the sooper-
ative seldom carries the product more than one or two steps from
the producer to consumer and usually does not replace the retallers
and wholesalers in the consuming markets, who account for most
of the total marketing charge. It is quite unreasonable and
futile, therefore, to expect cooperatives to reducs substantislly
the price spread between the producer snd the consumer or to bha
able largely to ineresase returns to members as & result of
reductions in marketing cost.

4~ Higher Frices :-

Millions of farmers have joined cooperative in the belief
or hope thst they could thersky obtain " cost of producticn plus

a4 reasonable profit." This wes to be done by "eontrolling the
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marketing of the product™ thus "giving fermers something to say
about the price; instead of meekly accepting whatever price the
middleman offers." But prices cannot be "eontrolled" merely by
controlling the flow to market of a product; 1t must be possible
actually to control the total gquantity marketed, Cooperatives,
by merely assuming ownership or direction of the commodity onm
its way to consuming markets, Lo not obtain the power to "fix
prices™ since they control neither consumer demand nor the total
supply market.

"Ironbound" contracts between producers and & cooperative,
giving the latter lepal control over the marketing of the
products, do not alter this condition, even {f "85% of the
producers™ or any other proportion sign upj; for such contracts
de not control over production, the determing factor, Thus
if the cooperatiwe attempts to hold the price above the SUpply=
and-demand level , 21l of the product cannct be sgold at the
artificially high price. This may bresk the attempt directly;
or 1f part of the output is stored, many members seeking to
avoid their share of the costs end risks of such an undertaking
will attempt to sell ocutright to private agencies, This breaks
the market, and other members rush to sell before it is too late.
Thus, the attempt at price fixing cnﬁ&a to & quick and unheppy
end, This has been the experience with every such attempt in
the past] yet cooperative schemes of this nature continue to be
advanced, with &ll of the old fallacies trotled out on the stage
for another "farswell" pesrformance,

Established cooperatives do not depend upon such devices
in their successful efforts to obtaln higher prices for their

memberg. They do not attempt to control the basic price leval
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for the commodity but instead try to obteln premium or shove-
average prices for their own members, This is done by taking
the steps necessary to produce and market a product of superior
quality and by deing a good Job of merchandising the premium
products, In addition, large cooperatives scmetimes may be
able to increase returns by means of diseriminatory marketing.
Ansther way by which cooperatives may bring higher prices to
their members is by intreducing more effective competition into
local situations whers partial merketing monopolies previously
existed as in the case of cotton gins & local grain alevators,

Noms of these methods results in the spectacular prica
enhancement anticipated by poorly informed farmers, but they
furnish a lasting basis for cooperative service to msmbsrs,

5- Hommarketing benifits :-

In some cases the most importsnt benifits derived from
cooperative marketing ere of an intangitle and nonmarketing nature.
These benefits may be gensed by visiting many communities where
sucgessful coaperatives have thnllung established, Rural
leadership and the cooperative community spirit, fogtered by
the cooperstive, show up in many waya.l Farm-production methods
appear to be more advanced than in the ganq;al run of rural
communities, reflecting cooperation between the marketing
associations and agricultural educational institutions, .

Factors Affecting Success or Fallure ;-

Meny statistics of failures smong private and tooperative

business fipme have beaen cited to préve thag cooperative merkst-

ing is more or is less success=ful than private marketing

enterprises, but the available figures do not appear sufficiently
)
- comparabls for this purpose, MNoreover, certain types of coopera-
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tive marketing, exemplified by attempted price fixing, have
been almost uniformly unsuccessful, whereas other types have
enviable records of accomplishment,

Of one thing there can be no doubt ¢ the number of failures
h&ss bean large, both abso/utely znd in propertion to the number
started., Many or most of these faillures could have been agoided
by followlng the prineiples of suceessful cooperation based
upon the experience of many similar efforte in the past, In
fact, so carefully worked cut and factuslly suprorted sre thess
principles that tne sucgess of any cooperative orgenised and
managed in full accordance withthem iz practicelly assured,

The factors centributing to the success or failure of
cogperntive marketing may be clazsified under four heads:-

I~ Preorganization conditions.

I1I- Economie form of organigation

ITI- Legal form of orgenigation

IV- Flan of operation

V- Membership: support

VI- Managemsnt

At one time or another, form of organization, cooperative
contracts, pooling, and other festures of cooperation have held
the center of ettention in cooperative circles, This tendency
to "follow fads"™ i to be deplored., Undue attention to and
arguments over any one feature of cooperation tend to detrect
attentlon from others which also are importsnt.

It is now fashionable to say that "The success of
cooperative marketing is pine-tenths good management”, Thig
is no more correct Yhan former claime thet success depended

upon having an "fronbound™ sontrsct or the right form of

‘Drganizstion,



Page 46

I- Conditions Preceding Orgenisation ;-

The sucoess or failure of many cooperatives has been
determined before a constitution and by-lasws have bean
adopted and the initial capital palid in. Under soms
conditions, even cooperatives with the most desirable nlan
of prganizations and operstion, good membership relations,
énd efficient management have no chance of survival; under
other eircumstances, a loosely organized and poorly managed
associstion can hardly fall, The seed of cooperation can
grow only in fertile soil.

There are at least five important prerequisites for
~gucceassful cooperstion,

First 1s sufficient volume of business. Ferhgps more

local cooperatives have failed for lack of this condition

than for any other reason, Hundreds of loecsl cocperstive

creameries and cheese Jactorles organiszed in areas with

sparse deiry-cattle population and poor lecal transportation

Tacilities, have dropped by the wayside. Similar histories of

fatlure have been written by egg-, livestook-, fruit-and

vegetable-, and other commedity marketing associstions.
Potential volume of business should be considered from

three angles: the number of prospective patrons in the terri-

tory, the volume of production per patron, and the proportion

of the total volume likely to be obtained by the cooperative

in view of competition to be encountered from privete ggencies,

Of these, the volums per patron ordinarily is the most important,

because it affects costs of hendling as well as the total volums

obteined. Before final stens are taken to orcanize any cocopar-

ative, a thorough and realistic study snould be made of prospec-

tAve volume, using toth availsble Btaticticn swa
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surveys of prospective patron perticipation, Speeches and
prﬂﬂﬂtin at early organisation meetings sometimes give very
pisgleading indications of future volume,
A second prersquisite for success is that the character

of the Business must be suited to cooperation., Some kinds

of marketing businesses are better adapted to cooperativas
endeavor than others, TFor example, cooperative mest - pecking
plants 1n some countries rarely have heean successful,

Other things being equal, cooperatives have the best
chance for success if by their operations are comparatively
simple and eaelily understood by members, In the last snalyesis,
the individual member is responsible for operation of the
association, Another desirable charscteristic of the cooperstive
business is thet important intersste of ths members be involved,
singe ptherwise they will not give proper attention to the prob-
lems of the orgaenisation. This has been, for example a difficulty
encountered by some wool-marketing cooperatives in loczlitias
where sgheep are unimportant, A corollary of this principle is
that the financial benefits to be derived from the substitution
ef cooperative for private operation of the marketing Tacility
should be large encugh to be attrective. Faormers will not support
quality-improvenant and other programs of cooperatives 17 the
beielits are not sufficient to warrant the trouble involved,
Thus, if private competitors already are doing & good job, the
savings to be reallzed from cooperetive marketing may be too
Bmall to elicit continuing support of members, In the third place,

the character of the pros ective cooperctors should be sdapted

to cocperation., Some farmers are very much in the class aof
"rugged individualits,” who are not likely to pull together ss

| o}
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8 team. One resson why cooperetion has been sg successful
in Denmark and some pther European countries may be that
farmers there are accustomed to living and working together
end lock upon small savings as more important than they are
to some American farmers, Communities in which harmony end
unity of interests emong farmers prevell are more likely to
'suppnrt cooperatives then those in which thers are Beveral
warring cliques or faetions, The presence in the communtty
of one or more natural lezdars of fermers, sble and willing
to work hard to keep the ball rolling, also is important.,
Sti11 another condition helping to mMold successful

cooperation is the existence of deftnite obiectives, wiipwontio

le mot an end in itself, but a mespg to an end, If those
contemplating formstion of a cooperative merely have a vague feel-
ing that cooperation might "help” them or are led into the effort
by organizers who dencunse middlemen and preach the genergl
virtues of cooperation without any definite idezs sbout what a
cooperative might do to improve their conditions failure is
invited, This hasg besn = very common failing of cooperatives
in the past. Cooperatives are mors likely to succeed whers a
definite, specific need for better marketing facilites or
methods 1e felt and specific plans ars directed toward meeting
thia need,

And finally, sufficient capital should he available TO
get the cooperative well started on its Journey, Lack of
adequate capital, making the organization vulnerable tg adverse
economic conditions and preventing purchase of ef{icient
equipment, has resulted in failure for many cooperative as wall

88 private marketing businesses. The financially weak associagtion

finds itself handicapped ip MENy ways and facing a continuous
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Btruggle to keep its head above water, Dipsctors sometimes
are agked to endorse notes as individusls, which is unfair ang
usually leads to trouble in the =nd,
Il- Economic Forms of Organigzation

In the past, tremendous controversy raged in cooperstive
circles over the economic forms of erganization thought to be
desirable., Advoeatas of the singleecomnodity type of orsenization
thought thet any “variety," or milticommodity, organization was
bound to fail. Similarly, propanents of the "federated® typas
of organization criticized the "ce=ulLrelized™ form.

A more modern view, proved reasonable by experience, is
that cooperatives of various types can he sugceassful, provided
that other ¢conditions are right., Each type or featurs of
organization hae advantages and disadvantages, and the important
thing 18 to adopt, as far as practlicable, those which sre hest
sulted to the given circumstances,

Thus, the associastion handling only one product or a
closely related group of comrmodities may be best under most
conditions; but in an area marked by extremaly diversifisd
farming only a variety organizstion may be sble to commesnd
sufficlent volume of business to keep down overhesd costs
or to maintain the interests of members, The vertically
integrated organizations also mey require a variety of products
in order to minimise per-unit handling and =elling costas,

Advantages claimed for the federated type of organization
are as follows: 1) there is g logical development and uss of
locale already in existence when the centrsl organization is
set up; 2) questions of a strictly locel naturs do not have tg

be handled by the central orpanization ; 3) the farmers in sach
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community retain control of thelr own loeal association:
4) disruption of or dissension in any loeal unit has leas
effedt on the organizetion as & whole and doss not spreac
to other locals sc easily: §) selsction of menagers and
officials is made step by step, by those most competent to
make such decisiona,

On the other hand, under the centralized form of
overhead managems=at lias a greater degres of control over
the policies and operations of locsls, If the top managemsnt
iz good, it may do a better job in direscting the locels than
would leeal boards of directors comprised of farmers, The
centralized tupe mleg is more =&sily and quickly started;
hunk-pussing_ia minimized,

The advantages of neither form appear tn be gufficiently
marked to warrant the great stress placed upon thier differ-
ences in the past.

ITI- Lezal Forms of Urganigation :-

It is degirshle that all.cooparatiges, even small local
associations, be incorporsted. The members of unincorporeted
erganisations are {ndividuelly liesble for soy debts contracted
by the assceisticon or for demages resulting frem acclderts,
Ingorporation limits the liability of members to their invest-
ment in the sssocistion, [The corperstion is legal entity
and can sue and be sued in its own name, faciliteting the
collection of claims and other business transactions, Incorpeoration
8lze tends to meke the assucintion & mops permanent and ¢closesly
mit unit,

Notwlthstanding these sdvantages, a considercble proportion

of loecal gooperative associstivue continue uningcerporated,

Sometimes memhars seem to think that inedrporation puts the
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orgenization in the class of privete business, Thig is
indicated by the statement nf ona cosperative officlal who
was esked why the organization did not incornorate and
replied,"We can do as well or hetter cooperatively™!

In most statee cooperative assozistions can be in¢corporated
under either two general plens: the eapital-stock form and the
nonstock, non-profit form. As in the case of the Pederated and
centralized economic forms of organizstion, proponents end
opponents of these two legal forms of incorporation have made
much to-do over them. Actuelly, the as=zociation under ordinary
conditions may be expected to do about as well under one form
as another; each has sdvantages and di=zadvantsages,

The objective of any leagal end finsncial form of
organization for cogperstives should be te snsure control
which will 1) remain in the hands of the cooperators, not gradually
ghift into the hands af a few individuals; 2) distribute the
bulk of the profits on a cooperstive basis; 3) bring sbout
the greatest sfficiency in operation; 4) avoid jealousy and
ntﬁtr mnmharnhiF troubles,

Under the regular incorporstlon laws these ohjectives cen
be attained by having special provisions in the comstitution
and by-laws, but frequently have not beesn., B8tockholders cthepr
than farmerc or a fow well-to-do farmers somestimes have Eot
control of the stock and hende 0f the votes, using the organiza-
tion more for the good of the stockholders than of the patrons,
Nonmember patrons may be given the same advantages as wenbers,
except as to divislomn of profits.

la~a result of such instances, certain principles founded

on the old Engiish "Rochdale system" of consumer ctooperation




Page B2
became populsr among cooperative leaders Iin this country.
These principles wers;
1) Membership uglisited among patrons and limited to patrons
2) Democratic econtrol, on the basis of one man-ons vote
3) Capital stock limited to members and in amount per member
4) Interest on capital Llimited
5) Profits distributed sccording to the smount of business
transacted.

Although these principles have proved sound in practice,
it may be difficult sometimes to ralse the necessary capital
and to "sign up" producers if finaneiasl contributers or members
with a large volume have no more control over the pperations of
the association than those who risk little or no monsy and
transact little business with the organization,

"An Act to authorisze association of producers of sgricultural
products," otherwise known 8z the Capper-Volstead Ast, was passad
by the Congress in 1922, authoriging and defining cosperativea
marketing asscciaticns and extending to them certain advantzpes.
This Act incorporstes; in general, the Hochdale principles of
what constitutesa true cooperstion from the standpoint of legsl
and {inancial controls,

IV- General Flan of Operstion

One of the most important lactors affecting the success of
cooperatives is the general plan of oper-ption, which frequently
musat be determined avean befores organizational activities are
begun or the hﬁard of dlrectors is elected, Usually thic plan
grows out of the preorganizational conferences of a few lesders
who promote the organisation, suprlemanted by techniesl sssistance

of marketing specislists, Some ideslists have forstersd the
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theory that cooperatives should not ke promoted byt shauld
grow spontaneously ocut nf:a nesd flet by the bulk of the farmers ]
in & community or the growers of a commodity im &n area, In
practice, such coopsrstive autocombustion is rarely encountersd,
gomsbody has a plan, interests others in the ldea, ond builds
up promotion until a general plen of operations is pleced
before potential members, The orgenizetional effort stends or
falle on the acceptance or rejection of this general plan.
Usually it is not expedient to change the plan radically,
one grganisstion is wall undar way, even in the unlikely event
th;r the original promoters ghould change their minds. Once
the plan 1s generally set, even the eventually elected board
of directors or the hlred mansger would have great difficulty
‘in changing 1t In majur respects,

Many aspects ol Lhis general plan are similar to the
phase of op=ration of any buzloess, private as well as
cooperative, whigh the promoters, or "entrepren=zurs,? mgpil
degide in advance. Other gspects are pecullar to the
pperation of cooperatives, such a8 the method of apperticning
returnes frum Lhe sale of products to patrons of the orgenisation,

Ampng the more important phase of operation to be covered
by this general plan of operation are the following:

1- What products ur lines are to QE_handitd T Far example,

& local elevator may hendle graln ealune or seed; farm supplics,
maclduery eggs, creamg and other farm products, A wegeteble
marketing cuupcrﬂhlﬂn.ﬁighh handle only one product: or &

number of ¢llfeprent vegetalles, Dalry-manufacturing cooperatives
may gonfine themselves Lo vie product, such as butter, or may

put out & full line of manufactured products, In eomes coess

the products to be handled ore definitely limited by the
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general nature of the cooperative.

2~ What are the operating objectives of the propesed coonperative 7
Which of the potentisl tenefits previously discussed are

expected te be achieved by this organimation, and by what
means 7 To form a cooperative without adequate canﬂ}dgretinn'
of such question is almost sure to lead to disappointment and
trouble,

3- What type of business is to bercenducted ¥

A cooperative may conduct a business of buying and selling
products, like a private marketing agency, on a compeatitive
basis, returing pstronage dividends to members, Or it may

act as shipping agent, or in a bargsining capacivy in
determining prices and other conditions of sale of the

members products to privete marketing concerns, or as an

agency to promulgate conditions under which shippmsnts can

be made by ogenciss marketing the producte of the members; or

85 & gales gpency for local cooperatives, etc. The particular
type of business to be conducted is determined by the

marksting objectives of the asssociastion, the marketing conditions
releted to the products haondled, snd mahy other conditions,

A1l of these are highly technical questions end should be thoreus
ghly threched out with epeclalist in mnrk;ting and eooperetion
before the plan of operation is set. Too frequently, the plean

ia fixed without gpufficient relfarence to the past experlence

of other cooperative or privaote businesses which have tried the
propoced type of operation, Ho more lmportant declsiaon will

face tha gooperntive, ond Lt should be mede cnly slter careful
investigation and ¢onsideratlion,

4~ Jhat are the capital requirenents for the type of business
ponducted, and how are they ta be finonced ?
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It is a common failing to undepestimate the amo nt of capital
raquired for any business, private or copperative, and the d
difficulties involved in financing, Here, again, the
guidance of marketing and business gpecialists is es=sential,
5- What zinds of buildings and quépm:ntlwill be needed ?

All too frequently, merketing businesses ars established
with inadeguate or the wrong kinds of equipment, Final
decisitne on these matters will be postponed until
organizatlions has been completed and & board of directors
and possibly & manager have been selected, but some
preliminary plenning i8 necessary in order to determine
financial requirements, location, and other details,

‘6= What are prospective volums of business, ineom= &nd
EXPENSES 7

Before orgsnisational activities have propressed very Car,

o buciness budget, covering a perlod ol geverdl ymars'
operations, should be cerefully prepared wlth Lhe assistance
of experto. This budget shuuld Le ss rezlistic as possible,
Bome experienge shouws Lhat sctual result seldom are as
favorable as uptiminlstic expectations. Organization should
not. continue if the budget 8o prepered indicetes doubtful
financial success of the cooperstive business,

I= What method of msking returns to producers for produgts
BANDLEY WiLL HE FILLED 7

This is a problem peculiar te cooperstives, and an importent

one. At least, slternative plans for making returns should
be drawn up prior to organisstion, so that they cen e
diseussed with prospective members before final steps ars

takken. The various methods of peying members for products
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are trested in & sibsequent section of thls chapter.

Unless these various business preoblems of opersation
are deslt with Imlly and frankly before organizatlon has
praceeded very far, the cooperative may start operation
with the initial handicap of an unsScund plan of operation
with the inital handicap of an uncound plen of operstion
which will result in failure regardless of the efficiency
of menagement,

V- Manapement Efficiency = rracticully-ev:ryana ingerested
in coopsrative marketing emphasizes the importance of gool
mansgemant, but there 18 I'requent support of policies which
result in poor management, This inconaistent attitude is
most plalniy evident in connection with the salarises ol

- manggers, A board of dirsctors composed of Tarmers having
cash lncomes luwer Lhan selérles commanded by competent
bupinsns sxmoutiven is undsretandably reluctant to pay a salary
hlgh envugh to vblalo & goud men, Any saving made,by paylng
a luw salary, of cuurse, mﬁy be far more than offset by the
mistakes made by &n inexperisiced or incompetent manapger.

One of the mwost importent rteps bo be Liken afller
organisetion of & cocperstive le selection of & Loerd of
directors and & mansger. The boerd probably will include
same gaubers selected for therdi popularity or becauase they
Teprepent certein locelitiss or factiono among the members,
The mepbers wlill be well advised; however, to elect to the
board some men who are experienced in business dealings aside
from fayming and whe have demonatreted che capcity te formulste
successful business policies,, Personelities, although

importent, should receive leass considerstion than ic commeonly

the gcase, Too frequently, the gualities which make & man
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popular among farmers are not those which make for good
dirsetion of the business activitles of a cooperative.

A common mistake made in selegting a manager is the
employment of relatives or friends of influentiszl members -
without sufficient regmrd to business ability. Small
assocletions unable to affprd an sdequate sslary are limited
in their choice of a manager, and frequently they employ
retired farmera, smell merchants, country schanltaschers, and
gthera who heve been unable to maks a financiael success of thedir
own lives and can hardly be expected to do any better with &
cooperative business. One reason why adequate initizl volume
of buginess is =0 important is that it makes possible & salary
large enough to sttract good management.

In the abgence of conditions mwmhlig possible employment
of a fully qualified manapger, it may be possible snd desirable
to send the person selected to teke special short courses in
bookk=eping end other phoases of management. Some agricultursl
colleges give short courses designed specifically to train
cooparative managers, and st least advantage can be taken of
corrsspendence courses availsble from varlous public and private
educational institutions.

One of the outstanding sanagement weaknesces of small
uﬁupurutives hae hesn 1mprup=rly rept books, Good accounting
is necagmary both a5 a means of keeping the boerd of dirsctors
and membarships informed &nd as & tool in efficient management.
For coms typesz of cooperatives, soch sas Tnesl grain elevators,
gtandard syetems of bockkesping have heen devised and publiched
Hg publig and private institutions. Thege can aid in simpli-

fying and improving the acpounting of many small cooperstives,
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But 1t is one thing to keep good recards, ind snother
to know how to use them. Efficient managements will make
use of devices such as accounting reties to aid them in
finding and correcting wesk spots in the business operstions.
dome state collezes have made such procedures more useful by
eokputing and publishing such ratios for a considersble number
of agsocistions of a given type, making it possible for the
cooperative's mansgement to compars its opergtions with others.
For example; s loecsl grain elevator may compaers 1ts ratio of
feed sales to tatal grain sales with similar ratios for other
elevators to determine whether or nor its fe=d business is
contributing as much as reasonably could be expected. Such
ratios amd other accounting measures csn be very helpful to
cooperatiive beoards of directors in checking up on the efficlency
of the manager,

A common complaint applying to coopsritlves is discenston
among officials; directors, and members of the osrganizations,
Influential members attempt to dictate to the manager; half-brked
ideas are advocated by poorly informed directors; persansal
differences are Brought into the business affalrs of Lhe
coope ative, BSuch occurences will be ninimized and cooperative
management improved I the menager, directors, end membiers carry
thelr own respasctive responsibilities without trying to interfers
in the rights or duties of others. Directors should not interfers
in the day-to-dey decisions of the manoger but should keep
thoroughly informed about the business affairs of the assaeiation
and not leave broaa menagement policies to be decided solely by
the mznager, Directors too frequently view their elsetion to thHe

board merely as recognition of their standing in the community

and fail to assume the necessary responsibility for determining
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broad management policies. This abdication may lead to
establishment of the manager as a little dictator in the
organization, without desirable checke and balences, Members
even more frequently fall to keep informed on the opersticnal
problens e.d remlts of the mssociation snd elect directors
on the basis of personal popularity rather than demopstrated
abllity to handle the job,

Good mansgement usially cannot be attained merely by
hiring the best possible manager and tien forgetting sheut the
matter votil crouble develepe. It eoelles for constant teamwork
effert, and consclentious decleicns on the part of everyone

from members to managar,

VI- Holding the Cocperative Membership ;-

In one otate, former offigers of 53 defunct coonerative
eeEoclations repur&eﬁ on the cause of failure. In over half
of the cases, disloyalty of menbers was given as a leading
regason for feilurs, We mey suspect, howsver, that the members of
most of these organisations were sbout &8 loyal as those of tha
cooperatives that succeeded. Apparent "lack of loyalty" reail?
may reflect unstatisfactory results due to panr mensgemsnt or
ather factors. Or it may reflect failure on the part of the
bosrds of directors and managers to keap the membership
informed sbott the problems of the associsticn and to toke
other stepas conduclve to good membership relations,

Some associations deal with thelr members sz if they were
merely customers of a private business enterprise. Fraguently,
a small group of m=n try to un the organization. 1lke an
autocracy. Undse such clrcumstance, ths membership can hardly
be sipected to stand by the association when it experiences

=
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avan temporary difficulcies, Everyime who has studied the
history of cooperstion seems to sgree that cooperatives

ghould be orgenized and operated ag {ar ge possibhle "from the
bottom up" rather than "from the top down." This does not mean,
of course, that strong lesadership is not desirable, It means
leading rather then driving. The gim should be an intsll’pent
and lcoyal interest =snd sctivity on the part of members,
Copperetive organizations promoted with whirlwing drives and
high-pressurs selling methods slmost inverisbly meet with
trouble when things have sooled dpwn, Such methods are not
conducive to lasting lovalty from mémbers who have "bought into™
something they really do not understend,

Contracts with members have beean found useful by some

gooparatives in "holding members in line,"™ glthough they are

no substitute for setlsfactory membership relations, Contracts
havs thras prinoiple advantspges: 1} they help to antliclpste the
volwae ol businese Lo Le handled after the organization is
ready for businese; 2] the morale of the membership may be
strengthenned, since some vacillating members will hesltate

to leave the cooperative snd sell through a private organization
if they have signed contrascts which other members are observing;
3) they help to avoid miaunderstanding, as in any laportang
business transaction. A complete understending of the essocia-
tion's and the member's mutual undertakings is best obtained
when they are set down in black end white and not left a matter
for individual interpretation.

Experience has dellanitely demonstrated, however, that

contracte cannot hold fogether an assoelstion which otherwlse
would fall to receive the support of the grester part of its

members. The contract may be perfectly legsl in pourt, yet
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actually unenforceable becsuse 1T is utterly imprscticable
to prosecute any considershle number of viglastors. If only
a few members wish to withdraw, their business is insufflcient
to warrant prosecution even il they have "gigned up" and any
attampt at snforcement must result in undesirsble publicity
for the association. A contract as en instrument of force
is inconsistent with the very idea of "cooperation."™ A
gooperative coatrset is worth no nore than the conscience and
gonvigtion of the members behind it.

The best method of holding the cooperstive membership
is continuous end effectlive educatlconal activity, desling
with the frets regsrding the associstion™s activitdies, rather
than with the sbstract merits of cooperation in genersl,
Frequently issued snd =esily undergtood financial statements,
fair and frenk discuesion of the orgsnization¥s problems =nd
its mistakes as well a&s successeg, snd efforte to securs
atyendance of members at board nes{ings as well as st annual
membership conventions have been found most effective,

Mthodse of Peying for Products i«

There are three general methods which may be used by cooperative
marketing associatlons in returning to patrons the proceeds
from the sales of their products.

Some coopsratives buy the products outright st specified
prices, which ususlly are competivive with those of private
BEgencies operating in the same loecality. This method is frequent
tly followed by grain elevators, cooperstives handling poultry
products, and those selling farm suprlies or services to
members, such =5 cotton gins., Fruit and vegetable and dairy

cooperstives less generally use this method, prineipally

becsuse of the riske snd hestry financial burdens invelved,
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The advantage of the method is that thes producer knows in
advance what he will receive; otherwlse, he might hesitate
ta sell through the gooperative,

A sscond method is to s#ll the products for the
{ndividual grower's rccount. This method is most frequently
sncounteresd smofig fruit-and vegetable-marketing cooperatlves,
Each grower ie paid the price received for £ specific lot
of the product of which the grower's consignment constitutes
all or a part. This methad ls used generally where the
product is packed snd graded by the individugl members or
in cases where accurate groding as a basis for pooiing is
impracticable,

The third method, commonly used by [ruit end wvegetahle,
dairy, end scme other cooperatives;, is called "pooling." The
products delivered by sach pstron of the associstion ave
graded snd theresfter lose thelr individuel fdently, bscoming
part of a "pogl" which is a lot of produsta of the sames grade
sold unddr gpecified conditlons as te time or place, generally
the former, The individual grower receives the average price
obtained by the sssociation for the pooled products.

Pooling gives the individuel grower some insurence
gzainst the risks of marketing. For example, two carloads
of fruilt, of aqual quality, may be shipped by an assochation
on the sams day, nnep csar bringing a higher price than the
nther bHaprause of g favorable selling opportunity. Under
the second method sutldned =have

. Ehe grewer Jucky

erict gk
%0 hayve hHis products in the higher priced ear would recaives
a henus Tor which ha was in ne way responslhla, wharass tha

Zrowar who hapnane=d to have his fruit in the other car would

be penalized for somethineg for which he was not responsibla,
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With pooling, both would receive the same average price
for the same gquality fruit deliversd to the asscelation.
The riek of having fruit in the csr bringing lowsr returns
would be spread among all the growers shipping that day,
according to the same principle as tkat governing insursnce
against rigk of fire or hail,

Pooling alse Tacilities transfer of the cogirel of the
product from the members to the mmmagement, whlch don exercise
more freedom in s=lling so 28 to regeive & hipghepr avsrage
return for all of the produste handlied, For sxcmpls, the
nsscciaticn may incranse ite total returnes by selling some
al the product in new or otherkias leos pdvontogsous markste,
thus reducing supplies snd supporting prices in its prineipel
marketa and perhapa helplng to promote [fugture cutlets in the
new territory. Without pooling, members whose products
wera in the shipments to the lower return markete would
violently object to such = procesdure, Thus, the advantsges
of differentisl prieing end other forme of "orderly marketing"”
degigned to increase total returns at the expenseé of returns
from some individusl sales would be lost; The management
generally would be hamstrung in attampting to do a gnod
job of selling because it would have only patisl control
oyer the products to be sold. Pooling eliminates such
regtrictions.

Fooling slso tends to reduce the costs of =elling end
eliminat=s separate handling end accounting of the members?
products.

The chief disadvanteges of pooling are 1) the difficulty
of mainteining equiteble difllerentials smonz the members
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products,

The chief disadvatages of pooling 1) the difficulty of
meingtaining equiteble dif erentizls among the members of
the pool because of grading inaccuracies and other factors;

o) the delay in making final returns from the products until
thﬁ gals of all products in the popl has been eonsumtated,

IHan: problems arise 1n comnection with pooling: the grades
to be used, the length of time coversd (deily, seasonal, =te,]},
the shipning ar=a to be included, snd the proprating of markets’
ing expenses among the severel poals, NNo one method of pooling
ia beat under all circumstances; like most other festures
of cooperative marketing, the met od of ponling usged must be

adapted to the specific conditions encountered,
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CHAPTER FIVE

Auctions san old method of selling :-

The suction method of selling goes back to antiquity,
and the mode of procedure is said to have changed very
14ttle with the passing of the centuries, This method
of selling has been in use in the United States for more
than 100 years, One auction company now in existence dates
back to 1805, Fruit has been sold at auction for 100 y=ars
and cotton cloth was sold at auction prier to 1816, or as soon
as ths domestic milles had quantities for sale, Imﬁnrtnﬂ goods
ware at that time sold et suction and the ssme method of sale
wee applisd to domestic goods. The method was continued
until 1897, With the development of commission selling houses
and the ingreasing rapidity/of style changesa, the mills
produced smaller surplus stocks during dull pericds, end
auction sales declined in importsnce. They are stiil used
to some extent for the sele of textiles, some three guctions
being held daily in New York for the ssle of textiles and
other products. A considergble part of the merchandlse
offered at these geleg 1s for the account of insurance
companies.

The suction method of sele was formerly important in
the ' inited States for the =zale of such stepls goods as ecotton
and woolen cloth, coffee, tea, cotton, hardware, and shoes.
The sale of cotton and coffee was taken over by produce ex-
changes while the marketing of the ather products was taken
over by varlous types of deslers, Although very important,
gustion sales are apparently of relatively less importance

then formerly.
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The suction method of ss#lling is, perhaps, more
geuerelly uged in Burope than in this country. The
‘world®s wool market genters in the wool ppctlona held
in London and in other gities on the Continent and in
Ustralia. Tea is sold regularly at auction in London.
Hides end skins are sold at suctlon in central and western
Zurope. Prior to the World War a regular tin auction was
Beld in Holland., A considerable portion of the food supply
of Paris is sold at suction in the wholeszle market, HNutmegs
and mage are sold @t auction in Amsterdam,

ClHarscteristics of guectlon sples :-

Cheracteristics of auction seles a2re that they are open

ta the publie and that goods are sold to the highest bidders,
unless, as is sometimes true, the seller reserves the right

to regect blds under certain conditions, Anyopne is frees to
attend and to make purchases in compliance with the rules under
which the sales are conducted, The Tact thet asuction sales are
pubilie would ifjdicete that they are the falrest type of sales,
This ia generally true, but all too frequently auctions have
been manipulated by artificial bldding by agents of the owner
of the goods or by combinations smong the buyers. Jewselry
auctions are often regarded s& an unfair methed of competitiom,
dus to the deception of the buyers. Some clties have passed
ardinances regulating such sales. Cinecinnati, for example,
requires that all jewelry shall have securely attached to it

2 printed or a written tag or lsbel stating the kind and purity
of metals used in the article, and in plating snd overlay, This
statement must be ruaq wnen the article is off'ered for sale,

a

All prospective buyers should have an opportunity of ¢losely

inspecting the goods ofTered for sale, This opportunity is
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granted in most cases, but, 1f it is not, the buyers
may well be suspiclous of the goods offered for sals unless
offered by & regulsr wholesale suction where samples are
shown.

Gives full play to law of supply and demand -

An auction sale 1s often sald to give the freest play to the
law of supply and demand, and hence to meke sales at exsotly the
prices dictated by this law. The smount of goods for saole is
knownt and competition between the buyers is supposed to measure
the demsnd. A=z a metter of fact, however, demand seems to be
ralatively more important at suction sales than at private
sales. An article 1g offered for ssle; if two or more persons
want it.anﬂ competitive bidding starts, the price may be
foraed up pesrheans to an unreascnably height. On the other
hand, if there is only one bidder he may buy the artlcle "for
a song.” This zppesrs to lead to widely fluctusting prices,
which in many respects are undesirsble., Thers is slwaye the
possibility of the buyers uniting end refusing th bld azainst
each other, In such & case the owner of the goods way be
Jjustified in bidding oa his own goods. In order to be success-
Il there should be kKeen bidding among the buyers end this
elament of competlition is one of the chief cheracteristics
of most successful auction sgles, There should alsc be ne
withdrawsl of goods by sellers, nor bildding in of their ocwn
gf ferings,

In many ways an auction resembles the sale of goods to
the ons submittineg the highest sealed bid. In both csses sa2les
are made to the highest bldder and every one is free to bid.

Ther= gre, however, two important differenced, FPFirst, the
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sealed bids ers not publie; and, secomd, "erowd psycholozy®
is lacking. The public bidding and the crowd pasychology
gre two of the chief charecteristics of suction sales,

An auetion s=l= is the best way of selling goods for
which thers is no established merket or nc resady gulde as
to value, as, for axample; old paintings or furniture.
The auction is often resortsd te for the s=le of goods which
must be sold quickly and for which there 1s no well sstesblished
market price, or no regular outlet, This often meana that such
roods are sold at a sacrifice, but if two or more buysrs want the
same article a veary good price may be received for it.

Goods aold "as is." ;-

Most godds sold at suction are sold "ss is," and the
buyer has no recourss if he finds the goods mot so good
ss he had suprosed or if he finds a defect In the goods not
known #t the time purchased. An suction =ale is a sols
whers the term "caveat emptor™ (let ths buyer beware) fully
applies. At times goods are sold by sample or by grade,
but generally the buyers have the right of carefully inspecting
the poods befors bidding.

In the sale of fruit there ie no pusranty that all the
goods are of the quality shown. UMost fruit sales are not
made technically from sample, in that the buyer is not allowed
to claim that the goods are not of as good quality as that
displayed.

Eataokli shment of price -

. The auction frequently establishes the market price. The
auction prices are public, If the guantity sold at suction
is large, the auction gales may really sst the prices followed

at private sales.
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Punctions performed by suctions :-

The auction performs primarily & selling function.
Such other funections as ag=embling, dividing, storing,
finaneing, and recording may be performed incidentally.
In performing the selling function the suction finds buyers,
negotiates price, end transfers title., By advertising its
seles and attracting people who hope to find bargsing, it
may creste demand. Some people buy who attend the salse
from curioslty and who had no intention of buying when they
came, Finding buyers, and negotiating or determining price
ars, perngps, the most important functions of auctions. A
public sale may Ffind buyere for products which it would be
difficult to eell at private sale, Prices may be established
for articles which have no repuler market prices.

The auction is often instrumentzl in assenbling goods
Tor sale. The fruit auction draws fruits and vegetables from
different sources together for sele, The antique or furniture
auction may bring a variety of products together in order to
attract a crows and to secure sufficient volume to enzhla the
sale to be held economically. The auction ssller frequently
divides the goods, The fruit auction companies commonly re-
ceive goode in carloads snd sell them in lots of from 20 to
100 boxes. Goods may be stored by the suction company while
walting for the next sale or for enough peoods to attract =
group of buyers. Some suction companies do a limited amount
of financing, paying the seller as soon as szles ere made
and axtending a limited smount of eredit to the buyers.
The auction seldom grades the goods sold. Some suction

companies have expert appraigers on their staffs who give

valuable information to the gellers. The auction company
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occasionally delivers the goods sold to the tuyers, although
a separate charge is likely to be made for such service,
Many auctione are held by hired suctionsers whose sole function
is to sell, all other marketing functions involved heing
performed by elther the sellersz or the buyers.
Wholesela znd retail suctions :-

Ag auctions are publipc salez open to all buyers, they
cannot, strictly spegking, he designated as wholesale and
retail seles. But by making the minimum sale so large that
only deslers or manufscturers csn buy, wholesale auctions are
in faet established. BSuch auctions are held for the sale of
fruits, vegetables, rew furs; rugs, and eggzas, The fruit
auctions perhaps are the largest and best established of the
"wholesale™ auctions.

Methods of operation :-

The suction companies are usually owned by men in the
trade and opereted for profit., This fact often causes
frietion, as one wholesaler does not like to have his goods
sold by & competitor to whom he pays & commission.

Warshouges are generally rented by the auction companies
from the carriers. The carrier provides the faciliti=s in
ordesr to secure the traffic. At times the rallroad allows the
auction compeny to use the wareshouse rent free or for a low
rental charge., The poods are commonly unloaded at night and
placed in the warehouse for inspection by the buyers. The
lide are removed from the top packages to facilitate inspsc-
tion, The suction ¢ompany prepsres & catalogue for the buy-
ers in which esch lot of goods is given a number. The lots
ars kept sgeparate in the warehoues and identified with the

catalogue numbers. The buyers inspect the fruit and then
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g0 to the suction room, which is ususlly on an upper floor
aof the warshouse., The sale is made fromrthe catalogue, bids
being received for the warigus lots or"lines? Dfﬂinarily a
gar ia offersd for sale, the highest bidder being allowed
to take s much of the par as he wants, 5o long as he buys the
minimum quantity. The highest bidder selects what he comsiders
the most desirable lot, or lines {or portion of line) in the
cem for his purpases. What is not sold at the highest price
Eo=s to lower hiddurslunhil the entire car is sold, Another
gar is then offered for sale, The sugtion continues until
all goods offered for sale are disposed of, The minimum
quantity varies from one auetion to snother and from one
product to snothar, but is usuzlly 10 or 20 packages, OSales
usually proceed rapidly, from 14 to 50 cars of fruit commonly
being sold within a few hours,

The suctioneer is very importent, A good auctioneer will
gocure higher prices than & poor auctioneer, He should have
a strong personality, £ thorough knowledge of the procuce
business, snd & good pair of voeal chords. He should be
well acquainted with the individusl buyers, He should know
market values, He can antagonize= the buyers by trying to
force them to pay tl:lﬂ:;e then the goods are worth, The buyers
will bid better for an auctioneer they like thesn for ons
thay dislike.

The frult suctions are one= of the most plcturesgue parts
of our marketing machinery. They are generslly located in
the rallroad vards or on the water front amid the dirt of the
switeh englnes or tugbonts. The bright colore of the fruit

in the warehouss contrast with their drab surroundings. Thers
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i5 a motlay crowd in the suction room-jobbers, brokers,
-hﬁdknttrﬂ, sellers' representatives, trueck drivers and
draymen waiting for orders from the buysrs to haul away
the producs,
Auction charges 3-

The suction company charges a commiscion of from 1 to 7
per cent of the value of the goods scld, uspally 1 lfﬁ to
2 ;fE per cent, The retes vary with the commodity and with
the seller, The seller who only ooccasionally sells @& smell
guantity of gnods at suetion is cherged a higher rate than
a Aaller who regularly supplies the suction with large
quentitlies of gocds for sales. The auction company very often
#leo nakes & handling, terminel, esteloguing, or delivery
charge, Terminsl, hondling, or delivery cherges are made to
cover the cost of physically handling the goods-unloading,
stacking, displaying, or delivering the poode-while the aug-
tion charge covers the gost of selling, Handling costs sre
charged to the buyers, Catsloguing fees when made are charged
to the seller, |

When an -suction compsny enjoys & large volume of bupi-
ness, its operstions may be very profitsble,
Extension of guction sales :-

Some people have been 8¢ Impressed with the economy of
auction ssles that they have advocoted their extensign to
811 kinds of frults end vegetables. A market opersting Cor
from 1 1/2 to 2 1/2 per cent of sales looks Tike en sconomissl
gelling method, It must be remambared, howeger, thst thie doea
ot include g1l the marketing expense. There is the handling

gharge often levied by the sustion company. Then the suction
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does not ordinsrlly act as consipnes, The out of town
sellers must have logsl agents or representatives to look
after their interssts, PFurthsr, the aucticne do not ordinsrily
place the fruit in the hands of the retailers, A grest deal
of it must pass through the hands of the wholesaler or the
Jobber between the muction cowpany and the retailer, I
is argued that the suetion company couldact as consignes for
gonds and remit the proceeds directly to the country shipper;

Proposal for government superyision -

dJome say that the =uctions should be dnder government
supervision; or thet a publie reprasentstive should be
present to whom growers or deslers could consign their goods
with the sssurance of getting a squrre desl and of receiving the
actual market price on the day of the sale. Thers have haen &
greatl many instances of growers being unsble to find o satis-
fadtory market for their produce. The suggestion of publiely
superyised suctions, to which these growers, or the local buyers,
could conelgn goods at any time and fmel pssured of recelving
the actual market price, less a very small commission, is worth
careful study and serioms considerastion, It must not be supp-
osed, however, that such auctions could receive smsll lote of
ungraded goods dirsctly from the farasry, for the sale of such
goods would destroy the econgmy of the suctions snd defest the
purpose of the plan., Neither must it be supposed thst such
auﬂtiﬁﬁu would elways assure the country shippere of a profiteble
nutlnt.far their goods, 1In case of.a lerge supply or a glut in
the market, such goods might sell for lecs than the transporta-

tion coets, The yleld of fruits and vegetables is so dependent
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upon the weather that there is apparently no way of sccurat-
ely adjusting the amount grown teo the needs of the city
population at all times. Some improvement over the present
system, which sllows goods to rot on the farm for lack of a
market while the city consumers are paying high prices for
similar goods, should be possible. In this connection, the
suggestion for publiecly supervised zuctions should be seriously
studied, The auctione should be opersted in connection with
the centrasl wholesale markets,
Final appreisal of suction esles :-

An appraisal of auction or public sales involves a
conslderstion of the expense:of selling at auctien, the
expanae of buying at auction, the effect of suction =sales
on prices, and the abuses of auction sales,

Lost of selling :-

An suction is often & theap method of selling. One
guctionser may sel]l as much as saveral dozen asslesmen at
privete sals. Unlese the suction involves large eXpenses
for advertlsing, assembling, or dividing goods, or for
clerical assistance; it siould be a cheap method of selling,
When an guction draws a good crowd and sells a large volume
of goods, it sesms to operszte at a relatively low cost,

Cost of buying :-

The auction seesms to be an sxpensive mathod of buying

when the time of the buyers is considered, unless they buy
Jdarge quantities of goods, The buyer may have to sit through
a long auction sale to buy one srticle that is offered
toward the end of the gale.,  In the case cf fruit, the dezler
might visit several merchants end select his goocds in the

T
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time that he could attend one guetion. He can often buy
privately over the telesphons. It is evidently impracticable
for the average retaller to buy his poods regularly at suction,
The fact that many buyers will not patronize suctlons if simil-
lar goods can be bought at similer prices st private sale indi-
cates that the time of the buyers is an importsnt factor.
Suyers must often be attracted to auctians by the hope of
bargains or by the entertainment they will receive at the sale,
Effect of suction sales on prires :-

There is a difference of opirion as to the effect of
suction sales on prices. Some contend that they lesd to
higher prices while gthere argue /ust as strongly that they
diead to lower prices., Sellers mey be expected to sell in the
way that they think nete them the highest price. Some large
dealers regularly have their goods sold at auction, while others
regularly sell thelr goods privately. 8till others ube both
mathods, aulliné privately or st auction as seems desirzsble
from time to time. Some belisve that suctions do not influence
the average prices but that they lesd to highly fluctusting
prices, Auctions give full play to rthe law ¢f supply and
demand, If the supply is small and the demand strong, prices
soar, On the other hand, if the supply is large and the demmd
anly mndgrntu, prices slump. A= one dealer expressed it, e
wouldn't have the nerve to ask the prices sometimes received
at suction. Psychology playes 1ts part. One dnes not liks o
be outdone befores a crowd. An anxious buyer may run the price
up very high., In fact & part of a given "line™ or lot often
sells considersbly higher than the remainder, Pollowing out

this ides, it is contended that in time of scarcity the buysrs
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bid up the prices so high that the consumption declines, causing
a slump in prices with resultant loss to both deslers snd
producers,

Msny people hasitste to have their goods sold at auction,
dus to the uncertainty of the price that will be receive=d, If
the crowd is large and the bildding is spirited, excellert prices
may be received., On the other hand, if the crowd is smell or
the bidding is sluggish, the goods may be sold very cheaply.
This would se=em to prove that auction prices are likely to
fluctuate widely.

Another view iz thet auction sales tend to stabilige
prices., Those helding this view say that suction salee are
open, that the buvers know ths availsble supply, and that all
buyers have an equal opportunity to bid. If prices go
unreasonably high, they argue that the buyers will refuse to hid
and hence the advance is checkad., On the other hand, if the
prices sag, the buyers will buy liberally in the hooe of an
advance, or of selling for large profits at retail, This
liberal buylng will help to maintain prices. Auction selling
probably has stimulsted the grading of fruits and this grading
tends toward price stebilization.

There is not enough evidence avallable to ensble us to
draw definite conclusions as to the effect of zuction sales
upon prices, The frult suctions handle goods that are better
graded and less perishable than most of the fruits mmd vegeta-
bles sold cutside the suctions in the suction cities. This
should mesn that suction prices vary less then prices on such
things as tomstoes, strawberries, snd peaches sold at privats

sale. These articles vary more in gquality than the zoods
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ordinarily sold at suction. DMany of them are also more
perighable, end must be sold quickly regardlesas of how
strong or how weak the demand may be. Apples, oranges,
lemons, end grepefruit may be boupht as bargalns and held
for a few days for an advance in prices,

We are inclined to believe that the auction methed of sell-
ing makeg for price fluctuations rather than for price stabllity.

E'I.LEEH S

One disadvantage of theauction is the esase with which
it mey be abused. Abuses ere seld to have caused it to lall
inte disfavor with the public &nd to have limited its growth,
Some belisve that the method is economical and that it would
be more widely ussd except for abuses. ©BSome of the common
abuses heéve besn misrepresentation of the goods Ly the
auctioneer, withdrawal of goods if the market appesrs unfavor-
sble, selling some of the goods advertised for sale at
au:tiqn privately in advance, bidding in goods by the owner
or his sgents, and combinations of buyers to limit competitive
bidding. Misrspresentation of goods by unserupulous auctioneers
has done much to bring euctlon sales into disrepute wlth the
public. The rules of many auctions permit the owners to
withdraw goods from sale under certs#in conditions, Some
sellers ressarve the right to reject any and all bids, When
goods ars withdrawn or when msny bids are refused, the buyers
have a right to be skepticel of the "honesty" of the zuction.
If pooda &are advertised for publiec sale they should not be
sold in sdvange., An suction is hurt whan the buyers believe
that the goods have been pickesd over and the best so0ld to

favored buyers.
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At times the seller bids in his own goods through
agenta. This practice is dsfended on the ground that
the buyers sometimes refuse to bld as much as the goods
aré worth, Some sellsrs have bid up thedr goods to get
tha auction established and then have sbandoned the practice.
Although in individusl instances thls practice may he
Justifiable, very much of it willbring the sudtion inte
di:rtputﬂ. To advertise that goods will be sold at suction
and then o have fhem bid in by their owners ls ceruvainly
against the spirit of a public sale, Agents of the owner
who bid on the goods with no intention of buying them are
gome timea called "puffers%, "cappers," or "bytidders,"
Another similsr abuse 1s Tor the suctionser to announce
fietitlous bids which he originates.

At times, several buyers get together snd appoint an
agent to buy for the group. If this is don@ by enough
buyers to pravent compestitive bidding, the auction will
soon be gbandoned, One assentlial for a sucpessful suctlon
ie competition among the buyers, Perhaps, when the buyerg
gombine, the owner of gooda is justified in hsving his sgents

bid on His gooda.
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Proposed Auctioning System :-
An electrically controlled auction run by

cooperative organlgzation whose members should be
the small farmers. The escsential importance of
sugh & system is in the assembling part of the Market,

A Building should be provided large enough to
contain gbout five hundred auctioneers for participstien
in bidding. An electric auction clock is set on the wall
seen by all audience. The clock will contain many num-
bers on its dial and a hand. The seller will get his
product to this auctlion place a day before the auction
takes place to be labeled and specified and be placed in
the exhibition hall to be inspected by the buyers,

After the product for sale been lsbeled and specified,
the seller will state his maximum and minimum price for the
commodity.

When auction tekes plrce the hand will be set to
indiecate the commodity maximum prica. At the time when
the bldding ls announced the hand is set to rotate from
maximum towards the minimum price, electric buttons are
provided near or on the seats with a number on each button.
Any suctioneer who pres=es the button the hand will stop
automatically indiceting the price on which he bid and his
button number.

In case nobody presses the button the hand will stop
at minimum either by the seller or automatically indicating
"no sale" bidding for next commodity will take place.
Advantages :- l. The seller will get higher price for hls
commodity for the reason thet the buyer has one chance to

bid on that commodity so psychology he is anxious to press
fmally
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his button first being afraid that somebody else might
press it before him.

2. It will cencel out middlemen (i.e. commission
men, brokers, muallimin etec.) who are the greatest
retarding element in marketing mechanism,

3. It will save time which is rather precious for
the buyers.

4, It will exterminate the bergsining power beécause
everything 18 run electrically and automatically.
Disadvantages :-

l- If the specifications for a certain commodity is
not honestly made it will wipe out the system from
existance, because of loss of confidence.

2= Qccasional or accidental interuption of the

electric imstallation =snd power.
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CHAFPTER VI

Marketting Centers

The Merket Places: The market place has alweys been the foesl

point of the city, a center for the exchange of goods, Im
encleant times it wes the opan space Lo which farmers,and eraftsmen
brought their products for barter. The development of tramnspor-
tation and money systems implemented the transfer of goods, end the
barter asystem shifted to & form of retsall enterprize. Expansion
of gomm.erce created a merchant class dezling in the exchange of
Eoods ﬁ;udnned by others than themselves, The importance of
glties increzged as centers of wholessls: and retall trads,

_ As with so many other mectivities of man, the industrial
gystem brought more changes in the nature of the market place.
Not only did the trensportation of goods quicken, but the systems
‘of communigations gccelersted the exchange of goods, The graat
gitlies became the trading centers in which world commerce was
concentrated, With the growth of urbean population the cith
continued to expand its wholesals and retall functions; but
enpheslies in the grest business centers of the city has shifted
from the commodities being exchanged to the mathods snd processes
for frlﬁing in them. The goods are replaced by pleces of paper-
doouments-which purport to represent them, and transactions for
the trugsfsr of commodites ere consummated by en exchange of
these documents., MNegotiastions for the sale and payment of goods
trznsferred from a merchent in Montevides to a merchant in Buenos
Airea are transacted in a London bamking house, or the exchange
of grain and meat between the producer on the farm snd the consumer
in the ¢ity next door 1s arranged through the trading centers of
New York or Chicago. The industriak system has introduced a variaty

af commercisl functione to the city never present in the simple
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market place of the smeient tewn, and four recognizable types
of sommercisl districte have emerged In the modern city.

‘The Central Market of the large metropolitan city 1s
familiar to every urban dwsller, It is the finsnclal and
administrative center of ite region and, in some cities, it
has become the center of business for the nation. New York
hes its Wall Streat, Chicagoe its LaSalle Street, Fsria its
Bourse and London its Exchange district, but every city hes
ite finaneial center even though it mey serve as a satellite
of a grester center. "Marketting Center"iincludes the whole-
sgle and retail centers for seryice to the satellite districts
within the city proper or ite reglen, Thess centers have not
been plamned; they have simply crept outward and upwegrd within
the network of obsglete and confining streets as the fortune
of cities and nations fluctusted. Degeneration of the central
business, district is an urban trsgedy. It prec.nts e challenge
to business and ecivie enterprise, Marked by intolersble con-
gestion, noise, fumes, exorbitent land values and overcrowding,
it hes apparantly grown impotent to regenerate itself., ©Shifting
restlegsly awsy from the blight which time imposes upon helpless
commercial districts, disintegration eats further inte the
urben core over the years end lesves the outlying areas of the
ity the galy haven of refugs lor heslihy soleiprise,

A second type of commercigl aresa is the emall, central
business district of the sstellite community., Dependent upon
the metropolitan center for major administrative and wholesale
fupctions, the pmall gpommgrgial center contains the chain retail
stores, professional offices, service supply enterprises, motlcn

picture theaters, branch banks, and stock exchanges. In the

small self-contained city, this district will also provide
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wholesale facllities and include the necessary administ}ative and
transportation centers. I

The third type of commercial district is the community
genter for outlying sections of the city. It may overlap
with, or be the counterpart of, the commsrclal center of the
satellite community, but it contains the large-scele service
facilities which do not lend themselves to further subdivision
gnd distributlon., Among these facllltles are the large food
market, chain stores of varicus types, branch banks, end
telegraph; telephone, and postal district offices, motion
picture theaters, branch library, #nd medicsl snd dental
professions,

The smallest commercial unit is the nelghborhood shopping
center. The modern counterpart of the "cormer grocery store,”
the neighborhood shopping center provides the day-by-day
gommodities for the direct convenience of a limited population,
Hers, the housewlfe mey perform her regpular shopning for the
staple goods, and it may have an independent grocery store end
mest market, radic and eleetric shop, shoe repair shop, hardware
store, a bakery, drug snd stationery store, and barber and beauty
shop.

Qvergoning ¢ The amount of urban land goned for commercial

uges 15 excessive byond reason, When communities were smell
and served a vast ocutlying area, commorceisl uses were permitted
élong both sides of pringiple traffic routes, When 2 highway
passed through the center of a town, 1t becams the axis for

the gcentral business distbiet, and "shoestring™ businesas
developed at rendom along ite route., As the populetion of the

community expanded, additional traffie routes were prnvidﬂd gnd
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more business stretibedalong them: It was then presumed that
successful business on the highway proved them to be the proper
location for commercial enterprise and, with little further
examination of the amount of business a community could support,
all existing and proposed street highway frontage was zoned for
comnercial use, It is now impossible to classify any bueiness
areas as shopping "centers.,"

About one-guarter of the streets in Americen ecities are
used as main thoroughfares with the pruperty'frunting upon them
zoned for business use, This suprorts the estimste by Harland
Bartholomew that Eume'EE per cent of the total area of the
average city is oecupled by commercial zoning, whereas the area
actually used by retail business is only sbout 3 per cent of the
total developed erea of a city. This contrast glves some measure
of the degree to which cities have been overszoned for business
development along the traffic arteries,

The gross sxcess of commercial soning welghs heavily upon
the city. Despite the relatively smsll preportion of commercial
zoning which is actually developed for business, much of this
enterprise operates on a marginal basis. The mortality rate of
retail business is extremely high, between 15 and 25 per cent
of the retall stores going out of business ezch yesar. About
one-third of 21l retail stores heve = life-span of & year or less,
one-halfl remain in business no longer than two years, md less
than onequarter remain as long as 10 vears. Mr. Robert Dowling,
a prominent real estate counsellor in New York City, estisated
that four or five times ms many stores are in business as the
need demands,

Inducerent to engage in uneconomiec ventures is apparently

strong, &nd the impact sprasds far beyond the fallure of an



Page B85
individual entreprenenr, Unstsble business enterprise
breeds physical blight; the "shoestring" investments in retail
business are analpogous to the "shoestring" cheracter of zoning.
in some clties fully half the property zoned for business is uset
for residences and these mixed land uses not only create an
undesirasble residential environment but remove the proppect for
consolidation of shopping facilitlies for convenient access.

The key to the appropriate msmount of space for commercial
development 1s the purchasing power of the people who patronize
the business, the anticipated volume of sales, the density of
population, income levels of the people, &nd the proximity end
the type of services available in adjoining business distriets,
Techniques for analysis of purchasing power have been developed
by authorities in this fleld, but they are usually spplied to
the conslderation of single enterprises rather than an entire
commercial district, With the development of new planned
communities the neighborhgod shopplng center is receiving
more attention as an economic unktk., Here, however, we again
find a contrast with excessive zoning. Desiring to induce
prospective retail EntérpriﬂeI the 'developer of shopping centers
must offer preasonsble sssurance of a stable and continouing
market &nd, as a result, he usually provides & minimum of space
for competitive enterprise, These "controlled" shopping
centers may unduly restrict competition to assure a safe matket
for investors, but this necessity points up a sallent rezson
for the blight of unsound business enterprise that floods the
areas of excessive commerical azcning in ?E&Fﬁfﬁkgs at large:
it gives force to the fact that soning for business use must

be reduced to a reasonable compromise between the tendency
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towrrd monopoly and the excesses present in current zoning
practices,

How Mueh Land for Commercial Use :-

Each community has some peculiar local conditions and
practices which will bear upon estimates of the amount of
land required for commercial purposes, but investigstionsa in
a nurber of cities shed some light upon the relation between
population and the land mrea for business &g & point of
departure in developing appropriate standards for the slloca-
tion of spmce for commercial districts., The familiar "rule
of thumb® for allocrting space for commercial development
is 50 feet of street [rontage for each 100 persons in the
areas te be served, According to the survey by Harland
Bertholomew in Urban Land Uses, an average of 63.7 feet
of straet frontage per 100 people was actually developed for
retsll trade of all types in msall, self-gontained cities,
That the "over-all" amount of spree devoted to business
18 an inadequete mepsure is evident from observation of pities
as well as further statistics of land use, The distribution of
the space is equally important, if not more wvital, te the
walfare and service of & city than the total area allocated
for commercial development, Thus the Bartholomew survey
showed that 44 per cent of the total commercial area-about
2B feet of street frontage per 100 people-was in the center
business district, and 56 per cent - 35 feet of street frontage
per 100 people-was distributed in the residential nelghborhoods.
A survey by the Los Angeles Regional Pleanning Commission
showad a furfher breakdewn in the types of commercial districts,

The combined commercial uses emounted to 2.72 acres of land

per 1,000 persons throughout the County of Los Angeles, Of
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this area 1.19 ascres was in neighborhood shopping districts,
while local or community business districts occupied .92
acre, and the balance, .46 acre per 1,000 persons, was in
the satellite commercial centers. An additional .15 acre
per 1,000 persons wes contalmed in the main center markst
business center of the gloy of Los Angales. These classifi-
sations of districts correspon: to the four types described
at the beginning of this chapter. The Los Angeles County
survey included & great veriety of communities, ranginé
from the great metropoliten ares of the clty of Los Angeles
through the small towns surrounding this city to semi-rural
arags served by village centers, The Bartholomew survey,
however, covered small cities and indiceted an average of
1179 seres per 1,000 persons 1n the totsl commercial
development, of which .79 gcrie was in the central business
district and the remaining one acre in the outlying or
residential districts. The land area devoted to all commercial

uses in four large urban centers in proportion to the population

is shown below!
Acres per 1,000 Population

Detroit 3.50
Jan Frencisco 1.75
5t, Louis 2.15
Los Angeles (City) 3,30

The areas which are set forth-in the foregoing teble do
not include any provision for automobile parking, which has
become an imperative necessity in eommercial districts, but
the gquoted areas do include all business us;ﬂ regardless of

their finsneisl soundness.
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Neighborhood Shopping Centers :-

The present excessive moning for commerci al land uses
is out of control and it is difficult to exercise reasen in
a consideration of standards of appropriate space in the
central business districts. The development of neighborhood
shorping districts, however, offers more encouraging prospects.
Developers of planned residential communities are beginning
to recognize the desirablility of establishing local shopping
centers, not only for the convenience of the residents but
as profitable business ventures. Although competition is a
stimulus to retail business, it is nstural for commercial
enterprise to seek a stable and continuing siarket. Developers
of business property consequently incline to restrict the
amount of space bhey provide in a shopping center as an
inducement to, and protedtion for, the enterprisss invited to
egteblish their businesses within the center. As previously
suggested, this restriction may shade toward monopoly in effect,
but reasonable competition is a recognised advantage to enter-
prensurs, and the increased volume of business it induces lersds
to en invitation to competition rather than elimination. In
developing shopping centers, therefore, emphasis shifts from
the prospect for speculation in land, which promotes the over-
goning for comuercial use, to the more vitsl element of the
purchasing power of the population within the radius of service.
Studies in this field lead t¢o a more rational allocztion of

urban land for business use than can be otherwise expected.



Page 89

Teble I. Neighborhood Shopping Facilities

Mo, Families Floor Area (sq. ft.) Type
50 3,500 One general store
250 9,500 Market, drugs, bar and grill
500 12,000 Same as above with stationer,

laundry, cleaner

1,000 17,000 Same aw sbove with specialty
shops, delicatessen, beauty
shop, bakery.

2,500 356,000 OSame as above with addition
of market, druga, statloner
and laundry, also restaurant,
barber, florist, bowling (2
alleys].

5,000 90,000 Same as sbove with addition
of market and drug store,
also theater (1,200 sests),
variety shops, post office,
professional offices,
doctors, ete.

10,000 290,000 Same as sbove with library,
{3,500 na:nnﬁ fi.) three theaters,

Using the average expenditures per captia for various
goods and services reported in the U.3. Census for 1940,
Marcel Villanueva arrived at an area of .73 acre of floor
space per 1,000 people in a community of 2.500 population,
and .86 acre per 1,000 people in a community of 5,000 popula-
tion. These areas are equivalent to aporoximately 23 and 28
front feet per 100 persons, respectively, and do not include
space for auto parking., The community Builders' Council
suggests a street fronteoge of 20-30 fect per 100 people or a
floor space of about one acre per 1,000 people., The report
on "Present eand Future Land Uses™ for San Frencisce noted that:
An analysis of the acrezge devoted to business uses other than

that of a metropolitan character shows that the reguirements

for local business varies from .75 acre to 1.5 acres per 1,000
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people averaging sbout 1.2 acres but running more often
at about .8 acre in areas containing only neighborhood
service establishments.

When comwunity developers provide shopping centers as
an investment, however, the allocation of space for these
focllites is more conservative than the azbove estimates. A
proposal by Mr. Robert Dowling estimated a street froniage
of 11' feet per 100 people for a population of 250 families
or about B7S people. For a community of 500 families (3,500
people), and more, is between 5 and 6 feet per 100 persons,
This is equivalent to a floor space of only about 1/10 acre
per 1,000 persons for populatiogs more than 1,750 persons,
and 1/4 acre fer 1,000 people for smaller communities of
about B75 people.

Wnile the Community Builders' Counecil suggests an average
of one acre per 1,000 persons as & desirable allocation of
comiercial space, the expmples cited by that orpanization range
from one-half to three-fourths mcre per 1,000 persons. The
proposed floor space for a population between 700 and 1,000
families is as low as onethird acre per 1,000 persons, an
average of about 15 feet of frontage per 100 people. Hugh
Potter, who developed River Oaks in Houston, Texas, suggzests
2 front feet per 100 people with a maximum of 10 feet,

The space requirements cited in the foregoing estimates
provide no allowance for suto parking, In developments by
the David Bohannon organization in the San Franecisco Fay areas,
three-quarters acre d¥ land per 1,000 people has been designated
for commercial shopping snd this area includes parking space.

Assuming a 2:1 ratie of parking space to floor space, this
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area 1s squivalent to about one-fourth acre of building
floor space per 1,000 persons.

In sppraising the varistions between estimates of space
for shopping it is necessary to account for differences fn the
basic assumptions or in local situstions, Frevious reference
has been made to the tendency to restrict space in facilities
developed as inbestments for comnercial rental income, The
income levelw and consequent purchasing power & the people
to be served by a shop ing center will affect the guantity
and type of these facilities, Mr. Dowling's suggested areas
were based upon a district with families having sn aversge
income of §2,500 per yesr, although he undoubtedly calculated
consarvatively to compensate for the quantity of established
business enterprise existing in the surrounding ares. Villanueva
assumed a neighborhood of families with an aversge annual income
below thet in the Dowling estim tes, but he assumed no other
facilities within a 2-mile radius, The diflerences between
the ratio of commercial space to population in the Los Angeles
County survﬂyland the average self-contained small city surveysd
by Bartholomew may be explained by the low density snd numerous
satellite communites spread over the area of 1,200 squere miles
in Los A ngeles County in Contrast to the compact nature of the
small city.

Each community has characteristics whichform the basis for
Jjudgment of the appropriste relation between the populstion and
the space required for the commercial facilities to serve it;
it is the restoration of a balance between them in our zoning
ordinances upon which the health of city development, in part,
depends.,
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Pariking for Shopping Centers :-

The future stabllity of commercial enterprise will depend
in large measure on the adequacy snd convenience of space for
automobile parking available to customers and employyes and the
arrangenent for service facilities. The effect of deficient
parking and service facilities may be measured by the shift of
retail business to outlying areas and the relative decline éf
property values in the central district.

It is generally estimated that the space provided for
automoblile parking in commercial districts should be =squal
to the floor space in buildings, but this "rule of thumb™ can
only be applied roughly to office and wholesale facilities.
Centers devoted primarily to retail business require as much
as 3 and 4 square feet of parking space for each squars foot
of floor space in the buildings occupied by such uses. The
_apnrnpriamn ratio depends upon the tme of service offered in the
marketing center, the area served, the availability of mass
transportaticon, snd the travel habWits of the patrons. It has
become abundantly aporarent, however, that adequate pa ¥ing space
is an essential ingredient of the space alloca ed to commereial
entearprisa. Chaln mrkets, mail-erder houses, restusruants, and
entertainment centers have initiagted the practice of providing
their own parking fecilities, and the space requirements for
some of the mae enterprising of these business concérns range as
high a8 4 squa'e feet of parking for each square foot of
building floor space,

Plannipg the Commrcisl Center ;-

The only rules that need aprly to the planning for

comrercial enteérpise are those wiich likewise apply to all
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other activitles in the ¢ity: eirculation about the business
district must be safe and convenient, and pedestrian, vehicular,
and service traffic should be separate each from the other, with
ample parking facilities distributed within reasonsble walking
distance from the shops. This walking distsnce may well increase
when the physicel environment of the commercial district is made
attractive; until then we may expect the current habits of
shoppers, who desire the closest possible parking place, and the
trend to shopping in the outlying aress to continue unabated.

A metropolitan business district may have an effective
gservice radius of 50 or 100 miles, or it wiay be & center for

=

tourist trade ranfﬁ% over the entire nation, but the neighborhood
shopping center should be within one-gquarter to ene-hzlf aile
walking distance from the homes served by it. The neighborhood
shonning center 1s an intezral part of the neighborhood center
and should be aceessible without crossing major traffic ways.

The district or community shopping center will be within a 1 1/2
mile radius of the community in which it is located snd may may

be designed as a minor civic end educational center.
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Chapter VII

Ideal Solution For Marketing Center

A new regional type of center must be designed in such
a panner as to fit into a logical economic pattern for the
entire Metropolitan area. The planning of such a center
should be developed by a detailed study of the various
aspects of the scheme, The contributions of phanners, architects
and Engineers should alsc be supplemented by the different
ideas installed by property managers, financial institutions
and real estate organizations.

An ideal center, however, considering t} assets and
deficiences of existing retail districts snd branches, would
include the following factors :-

I- Location :-

The location of the market should be based on a gzreful
economic study of the whole arez in gquestion. The analysis of
the region should bring up the question of extent of population,
famidy incomes and for whet goods money i1s spent. The habits
of the populetion as well as the changes im demands are also
¥0 be conasidered in the nalyeis.

There are some valid reasons for believing that the placing
of business at &he center is not necescarily a desirsble locstion,
particularly in the type of community herein studied,

1, A pressure is c¢reated at a point, resulting in intensive
use, the introduetion of through traffic into the center and,
with the growth of the communi ty, a continued incresse in

congestion.
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2. Buch centralization tends to produce radial thoroughferes,
and so0 to breek the community into segments, often too smzll to hav
heve an identity of their own. This frequency creates the
necessity of loceting community facilities such as schools and
playgrounds where they are separated from some of their users
by main thoroughfares.

3, The attraction which business exerclses is directed ocutward,
not lnward. :

4. Through traffic may then be relegested to the periphery, to
the advantage of both the business and the community, leaving
the central area accessible withoutseparation by through traffie
streets znd unified for its proper use for other community

activities =snd for residence.
IT-Wighway and thoroughfare congestion in reaching the csnte;

should be positively eliminated. Convenience and safety require
not only added highway capacity, but ample disperssl, and
reservolr space for channeling vehicles to eliminate left turns
across traffic.

OUne or more limited access highways provide the best kind
of thoroughfares for this purpose. They should be ample, fast,
safe and uncongested, and should have = capacity in excess of
current demends,

Perhaps the easiest way to eliminate traffic congestion
is to place the regional center well away from densely builtup

areas with concentrated traffic.

ITI- A balanced group of stores, should be included as to type
number and size, to create a maximum cumulative pull, The

majority should be branches of key, well established downtown
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department and specielty stores, full advantage should be
taken of the stores merchandising skill, wide publicity, and
good will. Feople are attracted to a center by whet they know they
can find there in the way of goods smnd services, end by what they
read is there in the pepers, or see or hear on the air. The
store signs, and even display windows, as seen by passers - by,
are relatively minor factors in total year in and yesr out sales,

The larger stores should be competitive., Maxdimum pulling
power and productivity have always besn producsd by healthy
gompatiticen, Better fashicn goods merchmnts thrive on such
a situetion, however they should not have to compste in the
real estate business as well. In addition, certain varity
and drug chains should be represented to the extent they satisfy
a demand and help sales for the entire center. In effect, the
genter should be a miniature "downtown", and closely allied
with it. The exact size depends on the estimsted potential sales,

A minor ares could be deveted to convenience goods stores,
including & supermerket. There should also be other stores, inc-
luding a good restaurant. A combination movie house and theater
for Fashlon shows and poods demonstarations c¢an be an asset,

Provision for reserve stocks in the store, and for thelr
distribution from a central warehouse, must also be studied to
take cere of large "take withs" due to pesk sales periods snd
convenient parking.

In general, the larger store has personnel snd organizatiocnal
advantages which attract greater manasgerial skill, such branch
stores, &s part of planned center, creates important "anchor"
as far as site location snd buying hzabits are conceived.

IV - The plot layout should be compeltely geared to the

convenient and ssfe use of automobiles. Most well planped
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centers today consider the minimum satisfactoyy ration of
parking space to be 3 to 1.

Parking lanes should be two-way, and have 90 degrees
parking, The latter accommodates more care per sq. ft. and
gives shorter walking distances. A periphericel roed is needed
around the center to give access to parking spaces, Private vehicle
traffic nesr the stores should be discouraged in plan.

The parking turnower (number of cars parked in a day,
divided by car spaces aveilable ) often aversge only once per
day on a vearly basis for branch department stores. For
convenlence goods stores, it can be ten times or more. This
is due to the fact that one can byy a week's supply ol good
in 20 minutes or 30, while it sometimes takes several hours
to select fashion goods. In smaller centers, from the merchand-
iging viewpoint, it is important to decide at the outset how
much of the parking is to be in front and how much in che back.

. The entrance adjacent to one largest parking area becomes the
"front™ for all practical purposes. Perking areas can sometimes
be enlarged by use of double & deck perking, bosement, or roofls.

It is generzlly bad planning to try to limit a parking area
to the use of a single store of a shopping group. Customers
usually shop or make purchases st a number of the stores. Any
store crestes 11l will if 1t tries to limit & lot to its
exclusive use,

There should be minimum walking distances between parked
cars and covered walks, and between stores. This often becomes
a p}ublem if the center is too large or dispersed, There should
also be a completely separated pedestrisn way adjacent to the

store frontage, reached by covered areades in the parking
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arsas, Highway traffic and parking areas should be carefully
concesled from the pedestrian shopper. Besides giving better
vistas from inside the shops and along the walks, 1t produces
a2 concentration of pedestrian traffic, promoting greater seles.
It also gilves a separstion of pedestrians from moving vehicles,
adding to convenience and safety.

Loading aress for incoming and outgoing goods should be
planed for minimum interference with pedestrian and private
vehicle traffic.

V- The design and plans of the buildings should be well integ-
reted with the site plan, and present merchandise in the best
manner possible to the planned, concentrated pedestrian traffie.
It must be ecomomical convenient, spacious and in good taste.

_The architecteral impact from the highway should alsoc be consider-
ed; about 90 per cent of the shoprers cean be expacted to arrive
by automoblle.

A 'mall scheme layout of the buildings has the advantage of
having two rows of stores facing each other, With this plan,
there is no "bestY side of the street, and all stores are
within convenient walking distence. Concentration of pedestrians
on the inner loop considerably incresses impulse buying.
Secondery axis used to "avoid" the monotony, " and without real
merchandising function, do little but crest dead "side streets,”

Arcades leading to the interior mall should be treated
architecturally. Walks in the mall itself should be covered.

Open fronts are desirable for the stores, with treatment
centered on the interior designs to create more impulse buying.
Objectuonable daylight reflections gheulibe carefully controlled,
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Open fronts and covered walks eliminate much of the expense
of competitive facades, They also permit 2 more unified
planning of the group, while still meintaining ample individua-
lity of appearance. A standardized, simplified structural system
can materlally reduce costs., With modern lighting and ventilating
techniques, ceiling heights cen be kept to & minimum. This
reduces cubage and the expense of elevators. The design should
provide for future reallocation of space, and for flexible' store
equipment which can be reused and interchanged, even betwasn
stores, If future expansion ie planned for any of the stores,
foundations and structures design=d for the addition of extra
floors will prevent enroachment on land areas reserved for
parking. Otherwise, adjacent property must be avallable, to
presarve the recommended minimum 3 to 1 parking ares to building
ratio.

S8igns should be orderly, #2nd designed to be seen from high
speed highways, 8igns should be includad for the center as a
whole, and for larger key pullers. The key restaurant, often
are important puller, can have a specizl identity, easily seen
from the highways, because it has to remsin open when other
stores and services are closed.

V1~ The area surrounding the center must be controlled for
the benefit of the community as a whole, as well as for the
developers and merchants of the center., It should be bullt up
in a constructive manner with permanent zone protection, or
be under complete control of the shopring center ownership.

When the surrounding area is owned by the developer, control
can be obteined through voluntary or throughdeed restriction,

to produce a useful surrounding residential area, Agreements

-
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should be made with the ¢ivil or local government on taxes,

The ideal site design inherently provides a protective
buffer for the surrounding residential srea. This protects the
investment from detrimental commercial enrocachment, which
gemerally produce uncontrollable congestion. The ideal pattern,
with a large smount of psrking end open landscaped spaces, provides
maximum protection for the center area.

VII- The management of the ¢enteér must be merchandise minded,
and interested in long range investment, not quick turnover.

It must give every possible aid in furthering incressed product-
ivity and space, and consider itself a partner of the retailer,
not a landlord in the usual sense. Full cooperation must exist
on all matters pertaining to opening hours, publicity, services,
eredit and the like.

The management must assume a grest usuy operating and
maintenance problems to reduce their cost =snd to permit the
retailer to fully concentrate on his merchendise selling job.
Efficient central heast end cooled water for air conditioning
should be sold to esch storess metered basis. Ventilasting and
lighting equipment can be purchased by the tenent for amortiza-
tion, timing and tax purposes.

If the center is kept open two or more evemings a week,
greatly increased sales generally result. Two of the meost
important fswt factors in assuring success are regional
advertising and prnvuﬂ good will, This can be best accomplished

by close team work of the merchants and management.
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CHAPTER VITI

Office Buildings

opace Connectlon and Space Arrangemant -

The managing operation of a large business requires

a grest number of offices, many of them large= and specious.
These, according to the work to be performed may be classi-
fied into the following groups:

1, Exegutive offices
8. Buyers' and sample rooms
b. Advertising and publieity rooms
¢, Offices for statistics
d, Offlges for sclentific planning mnd research
2. Pargonnel and employment offices
3. Cash, bookkeeping, invoice and auditing offices
&, Credit and charge account offlces
5. A djustment offices
6. Telephone and mail order oflices
T. 0ffices for technical and architectural drafting "
8. Offices for legsl depertment, detective ssarvices and
superintendent.

Not all businmess require all of these groups, and fregquently
several sections are combined.

The size, number and arrangement of the offices depends
on the size and organizetion of the business.

l) Executive 0ffices :-

The exacutive offices conslist of a number of private
offices assigned to managers, chiefs, head clerks, and
their assistants. Some of these often have separate reception
rooms, walting rooms, and record rooms. Several smaller or
larger uunkerence rooms are usually provided for meetings and
negotliations.
a) Dffices for Buvers and Samples (Showrooms)
Besides general and individual offices sérving buying opearations,

the rooms for sample presentation require important space. Here
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manufacturers' and wholesalers' representatives, traveling
galesmen and other agents plece their offerings before
buyers or department heads., They are best placed near the
management olffices.

The sample room needs only a long sample table,
the necessary chairs, and a telephone booth for immediate
negotiations to be made by buyers and agents with their
superiors. The sample hooths have soundproof and removable
partitions so that two or three of the rooms may be on
occasion united into one large sample room., In addition, the
walls and the cellings are usually scoustically treated, to
minimize converssation noises. Daylight for checking colors
is absolutely necessary in most of the sample rooms, but
there must be & few booths for testing merchandise in asrtifidal
light. Also necessary are a number of offices for the buyers,
for clerical work, negotiation, and meetings. The entire
© department for bidding and samples should be eguipped with
appropriate signal and call systems through which the buyers
can be in constant touch with the verious sales sections.

b) Advertising and Publicity Uffices :

These rooms of the advertising department serve technical
and managerial work (. Advertising and publicity offices
are the last ourgrowth of modern, scientific merchandising
planning and management, This department, which played only
a8 subordinate role in older department stores, has now atdained
such importance as to require a correspondingly large space,
The advertising and publicity department is subdivided
into the following sections :

1. The advertising manager, who estsblishes the advertising
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budgets, plans timetszbles and sketches for newspaper ads,
circulars, show window dressings, dedorations, catalogue and
displays; :
2+ The manager of newspaper advertising, who, in cooperation
with the advertising manager, elabor=tes all ads and other
forms of phblicity connected with the printing trades and
tachniques;
4. The assistants (several offices);
4. The copy writers, who conceive and elaborate layout,
sketches, texts, and dreswings, correct the proof, and
prepars the type;
5. The artists, who design the drawings, show window dressings,
ete. (work studics in other locations );
6. The testers, who test the merchandise offered and compare
it with the ads,

Testing Leboratory

In close connection with the comparison bureau is the Testing
Laboratory, where merchandise of all sorts, including that

of competitiors, is thoroughly examined, particular emphasis
being placed on items made to special order. These laboratories
are equipped with the latest technical installations.

Statistical Bureau

Ths statistical bureau is closely associsted with the store
management offices. Here are compiled end tabulated the daily
and monthly productivity of ezch employee: records of sll stocks,
all expenses and profits of the verious sales departments, adver-
tisements and show windows, etc.; and from here this information
is transmitted to the store management in the form of daily,

weekly and monthly reports. The ststistical department requires

a8 large record room,
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Office of Sclentific Planning

Its aim is to produce scientific efficiency. Exact observations
and time studeis of working processes and methods =nd of the
installations connected with them are made and checked against
results of statistical computations.

Pergsonnel and EBmployment Office

This large department requires an independent group of offices,
It deal with such matters as the hiring and diemissal of
employess, the control and checking of their efficiency; leaves,
bonuses, wages, premiums; social welfare ani support. The whole
department consists of a number of large and small rooms for

the pearsonnel manager and his assistants, and these are connected
with the necessary receptiona and waiting rooms.

Dffice for Bookkeeping, Cashier, BIlling and Authorigation

The biggest part of the office space is uded in hadling book-
kesping, cash, billing, authorization papers, ete. The general
. book<keeping operstion is done in one larpe, well-lit office
without partitions. Here the necescary machines {bookkeeping
machines, adding machines, copying machines, pneumatic tubes),
are arranged according to a definite and funectional plan. Con-
nected with it are several rooms for records, files, etc. The
head of the department has his own private office from which

he can supervise and control the entire room. The cashier transa-
etions (main cash desk, cash control, salaries, employses'
gickness benefits, insurance funds, etc.) require a similar
group of rooms for chiefs, assistants, and employees, and a
burglar-proof enclosure for the safes. The cash department

should be placed next to the bookkeeping department.,
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Legal Offices, Detective Department, Superintendent
The legal department watches over current problems, the
collection of outstanding accounts, and the credit obligstions
of the customers, hence its offices should be near the book-
keepers and the management. The detective departme=nt 1is
subdivided for employpes and customers, but both divisions
ar# located on the mezzanine,

The Superintendent's office is cherged with the maintencance
of the store and its equipment. It is responsible for the good
lighting, air conditioning, hesting cleanliness, and comfort of

all departments. It also directs the mechanical procedurs for

the movemant of goods.
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