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The Story of Consumer Co-operation in Indiana
ELSIE SINCLAIR

In telling the story of Consumer Cooperation in Indiana,
as, indeed, in telling it of any place, it is natural to start in
England in 1843. For it was there in that year that the basic
principles of codperation were laid down by a group of twen-
ty-eight poor weavers in the Lancashire town of Rochdale.
Those principles are now known to the world as the Roch-
dale System. The idea of cooperation, however, did not origi-
nate then; in fact, it is interesting to note that one earlier
but unsuccessful attempt of putting the cobperative idea into
practice was made by the British social reformer Robert
Owen at New Harmony, Indiana, in the years 1826-1828. The
cooperative colony he established there failed in two short
years because it was too paternalistic and because it lacked
the enthusiastic support of its members. These failings were
avoided by the twenty-eight impecunious weavers. It has been
said that they “grafted a slip of Owenism on a stock of com-
mon sense’” and the offspring was the development of a set of
Rochdale principles: that membership be open and voluntary
and without regard to politics, religion, race, or sex; that one
member have one vote; that dividends go to patrons in pro-
portion to patronage; that capital invested receive a low rate
of interest; that goods be sold at market price; that reserve
funds be set aside from net earnings; and that eduecation in
regard to the value of codperation be promoted. These prin-
ciples have been adopted, and are being adopted extensively,
because they have proved workable and because they have
stood the test of time, with individual members finding them-
selves better off.

It may not be amiss here to make clear what the subject,
Consumer Co6peratives, involves. Often there is confusion be-
tween the terms “producer coperatives and consumer coop-
eratives.” The term “codperatives” includes both, but which
is which and where is the line drawn? Marketing codpera-
tives, as for example the Indiana Wool Pool, the Producers
Commission Association at the Indianapolis stock yards, or
the Farmers’ Creamery at Columbus, Indiana, are organized
to sell produce collectively, and are, therefore, producer co-

1 This article was read before one of the sessions of the annual Indiana History
Conference in Indianapolis at the Hotel Lincoln on December 11, 1936.
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operatives. There are also organizations whose purpose is to
buy collectively. Strictly speaking it depends on what they
buy whether they are consumer or producer coéperatives.
If they buy consumer goods, such as groceries, they should
be known as consumer coodperatives. If they buy producer
goods, such as fertilizer or twine or other supplies used
in agricultural production, they should be known as pro-
ducer codperatives. Actually, the latter are often miscalled
“consumer cooperatives,” and they are to be included under
that term in this paper. They are the codperatives under the
Farm Bureau, the others to be examined are true consumer
cooperatives.

Recent as it is, the story of the Farm Bureau cooperatives
is older than any other in the state. In 1920 the Indiana
Farm Bureau, which was then one year old, established a joint
cooperative purchasing department in collaboration with other
farm agencies throughout the state for collectively bargaining
for twine and fertilizer. In 1923 the Bureau established its
own purchasing department, which in 1927, when they dis-
covered and applied the Rochdale principles, became the In-
diana Farm Bureau Cobperative Association. By Indiana law,
that association is open only to farmers. Today its member-
ship is 50,000 with 50,000 more earning membership by ac-
cumulating patronage dividends with which to buy stock.
There are eighty-nine autonomous county units which form
ten districts in the state, which in turn form the state whole-
sale association. The latter in its turn is a part of the na-
tional wholesale association, National Co6peratives, Inc.

In the period between 1923-1927, two noteworthy things
happened. The first shows how a cobperative’s scope widens.
The organized farmers in 1923 wanted a lower price from
the manufacturers of fertilizer. They bargained collectively
for it, but to no avail. They instigated a buyers’ strike with
no success. The situation was at an impasse, when, “out of the
blue,” a copper mine operator from Tennessee appeared. He
was burdened with a by-product, sulphur, from smelting his
copper ore. Sulphur fumes from his chimneys had destroyed
plant life in the neighborhood, so the United States Govern-
ment stepped in and ordered him to trap them and abate the
nuisance. He obediently trapped the fumes, added steam, and
disposed of the resultant sulphuric acid down the creeks and
rivers. Then the fish died and the streams became polluted.
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The Isaac Walton League protested. At this point, he turned
to the organized farmers and offered them the sulphurie acid
for manufacturing fertilizer. The result was an agreement
between the farmers of Indiana, Ohio, and Michigan, and the
copper mine operator, who now manufactures fertilizer
which is distributed by the Farm Bureaus of the three states.

The second episode of the 1923-1927 period illustrates
the importance of the Rochdale principles of democratic con-
trol. Ten codperative chain stores were set up over the state
to handle farm supplies. Each store was managed by a lo-
cal manager who was hired by and responsible to a general
manager in Indianapolis. The farmer members who were to
be benefited had no part in the control of the stores, and
correspondingly little interest in them. The local managers
took their jobs pretty lightly, so that by 1926, instead of pat-
ronage dividends to be divided, there was a deficit of $12,000.
Reorganization had to take place.

It was at this time that I. H. Hull, present General Mana-
ger of the Farm Bureau Codperative Association, the late
Lewis Taylor the leading light of Indiana’s cooperative move-
ment, and the late James K. Mason came upon the story of
the Rochdale weavers. The result was the incorporation of
the Indiana Farm Bureau Codperative Association, the whole-
sale unit which negotiates purchase contracts for its member
associations.

The members are the eighty-nine separate, autonomous
county units, each with its own board of directors and a
manager chosen by the board and responsible to it. From their
state organization the farmers now buy at wholesale, and sell
to themselves at the market price through their county units.
The savings are either returned to them or left in the business
in return for common stock, as the individual members may
decide. Generally it is the latter.

In speaking of consumer codperatives, it comes out sooner
or later that one of their reasons for being is a desire to
know that their purchases be of specified quality, with full
weight and full measure. The Indiana farmers in 1930 found
themselves in the oil blending business because they had been
unable to get satisfaction from the commercial companies, the
quality of whose oil, they contended, fluctuated with prices.
Since 1827 the state organization had been distributing to the
counties petroleum products purchased under contract from
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the oil companies. They knew that the life of farm machinery
is lengthened by use of high grade lubricating oils, and by
1980 they decided that the surest guarantee for high quality
was to make their own oil. Consequently, the state organiza-
tion bought a building on Kentucky Avenue in Indianapolis
and turned it into an oil compounding plant which operates
under the supervision of a chemist. The cooperatives of Mich-
igan and Ohio have since become partners, and the Farm Bur-
eau Oil Company, as it is called, now blends quantities of oil
of known quality.

These examples of the activities of the farmers’ organiza-
tion by no means exhaust the list. They deal in farm machin-
ery, as well, operate eleven chicken hatcheries, gvhich have
cut down the mortality rate of baby chickens, are sponsoring
the Rural Electrification program of the government, and will
distribute power cooperatively. In fact, they have their fin-
gers in many pies.

One offshoot of the Farm Bureau is Codperative Services,
Inc., which is a true consumer codperative dealing in consum-
er goods. It is incorporated separately and the only real con-
nection it has with the Farm Bureau is that it buys from it
wholesale, and its fifteen original members were employees
of the Farm Bureau office in Indianapolis. In other words
the impetus for it came from people familiar with the meth-
ods of cobperatives. Today, three years after its beginnings,
there are 250 members of which only one-fifth are connected
with the Farm Bureau. They own two gasoline stations in In-
dianapolis, they sell coal and coke to themselves, and also
canned tomatoes and flour. The gasoline and coal are pur-
chased from the Farm Bureau Coiperative Association at
wholesale prices, the coke from a commercial company, the
tomatoes from the codperative cannery in Spencer County,
and the flour from the Farm Bureau Mill at Auburn. By the
end of 1936 this organization had done approximately $85,000
worth of business, and distributed $5,000 to its patron mem-
bers throughout the year at intervals of three months. (Gen-
erally patronage dividends are distributed annually—they in-
volve tremendous amounts of labor and time in bookkeeping.
Nevertheless the bookkeeping and auditing are carefully and
regularly done).

Another urban consumer codperative in Indiana, but one
which grew up independently of the Farm Bureau Coipera-
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tive Association, is that owned and run by the Negroes of
Gary. When the depression came along the unskilled workers
in the steel mills in Gary were hard hit. Many of them were
Negroes. By 1932 one-half of the 20,000 who lived there were
on relief. One of them, a school teacher named Reddix de-
cided to try doing something about it. He gathered thirty Ne-
groes together in a group for the purpose of studying eco-
nomic problems. At the time, they knew nothing of consumer
coOperation, but shortly after the group had been organized,
they heard of it. Mr. Reddix was sent as a delegate to the
Consumer Codperative Conference sponsored by the National
Cobperative League, which maintains the educational head-
quarters of coOperatives in America, to learn about them.
After he returned, and after the thirty members had absorbed
the principles of consumer codperation, they collected $24.00
and started a buying club for groceries. They pooled their
orders for groceries, and bargained collectively to fill them.
By the end of the year they had acquired a ramshackle store
and operated as the “Consumer Cooéperative Trading Com-
pany.” In the course of the years since then, their business
has expanded to $35,000 by keeping most of the earnings in
the business, and they now have a modern store on one of
the main streets. One interesting and typical feature is that
they have developed leaders from among the ranks. They have
mapped out a plan for the next five years to open three more
stores, to establish a credit union, a bakery, a milk distribu-
tion plant, a filling station, a farm resort, and an insurance or-
ganization. The membership is now over 400.

A word should be said here about credit unions. There
are numerous industrial credit unions, and the Farm Bureau
has a Credit Union Department. They are consumer coipera-
tives in the sense that they are non-profit organizations con-
ducted for the benefit of their members. However, their mem-
bership is naturally limited, in industry, to the employees, and,
in the Farm Bureau, to its members. But wherever consum-
er codperatives have developed to any extent, credit unions,
such as the one planned at Gary, have followed in their wake,
and, if and as they develop in Indiana, an increase may well
be expected in credit unions. The advantages of such unions
are a lower rate of interest on loans, and usually the accept-
ance of character as security or the basis of credit.
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Consumer codperatives in Indiana are, on the whole, so
sparse and so new that it is impossible to evaluate the move-
ment here. There are two grocery codperatives in Indianap-
olis in the process of incubation—one in the neighborhood of
Butler College and another in Irvington. There is the Coop-
erative Trading Association, with a stand at the Indianap-
olis City Market, which is functioning at present. There is an
organization in Richmond, Indiana, selling groceries which
are purchased from the large cobperative wholesale in Chi-
cago. There is a cobperative book store in York Township,
Noble County, run and owned by the teachers and pupils of
a grade school. There is a one year old codperative house at
Purdue University where the students have cut living ex-
penses in half by jointly renting the house and taking turns
peeling the potatoes and doing the other chores.

In spite of this list, though, consumer codperatives in In-
diana are not very far advanced. In speaking of all codpera-
tives, producers and consumers, it may be said the producers,
that is, the farmers, are far ahead of the consumers in Indiana.
This is pretty generally true of all the Middle West. A fillip
was given to the consumer codperative movement last year by
the visit to this country of the great exponent of the move-
ment, Kagawa, the Japanese Christian. Now, to some extent,
the churches in Indiana, both Protestant and Catholic, are en-
couraging study of codperation among their groups because
they approve the spirit of it, and because they see in it a more
abundant life.

One great emphasis, from the time of the Rochdale weav-
ers to the present, has been on study and education. Funds
accumulated from the sale of goods to non-members are cus-
tomarily used for educational purposes, as well as reserves set
aside from membership earnings. In Noble County, these
funds have been used for two years for summer schools to
train leaders, who, in the winter organize study clubs in the
various townships. In general, however, programs for edu-
cation and recreation throughout the state are not well de-
veloped. Of course, literature may be obtained without much
difficulty because codperative organizations are eager to
spread a knowledge of the system. In the literature, there is
always a keynote of caution to groups, who are urged to know
the system and its principles before taking steps. They feel
that knowledge and understanding cannot be overemphasized.
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Europeans have called America a “barren codperative des-
ert”, but there have been these recent signs of growth, such
as we have seen in Indiana, which may alter their idea.
Whether or not the desert will eventually become a land flow-
ing with codperative milk and honey, it is not within the
province of this paper to forecast.?

* The information on which this account is based was obtained from a number of
published pamphlets, issued by various codperatives, and through visits to the several
coiperatives of Indianapolis. The visits that brought the largest returns were those
to the Farm Bureau.



