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CHAPTER 1

INTRODUCTION

Purpose of Thesis

Throughout the years, many works of great value and interest
have been written about all phases of food distribution. Among these
works are included many tracing the historical development of various
individual segments of the food field. One is able, with some effort, to
secure historical information about consumer cooperatives, government
stores, industrial stores, chains, and voluntary and cooperative groups
as they are related to food distribution. However, much that has been
written about these basic segments of the food field, historically or
otherwise, is either antiquated, out of print, or unavailable through any
channel of information. Also, little has been written recently to bring
the historical picture up to date. Actually, as far as the author has
been able to ascertain, there is no overall story of the historical evolu-
tion of mass food distribution. 1 As previously mentioned, some of thé4
various sections of food distribution have recorded their stories, but
a reader desiring the cox;nprehensive picture has to do much search-

ing, reading, and mental correlation to get it. Even then it will not be

laos verified through correspondence with Gordon Cook,
Cook Publications, New York, 1956; reconfirmed 1961 per phone.



an up to date picture upon which one might venture to predicate future
trends in food distribution.

With these considerations in mind, this work is submitted to
the reader as an overall study of the historical development of mass food
distribution. This study is intended to impart an integrated picture of all
the various contributing sectiomns. It is the writer's intent that when the
reader has completed this thesis he will have attained a broad, general,

and yet accurate knowledge of this field.

Importance of the Study

In gaining knowledge of food distribution, basic study of the
different distributive organizations is axiomatic. Likewise, it would
seem that a basic study of the history of the organizations comprising

the total foed distributive field should alse be axiomatic.

Limitations

To the best of his knowledge, the author has tried to secure
accurate information confirmed from several sources.’ Some coaflict-
ing information became apparent where writers tended to slant history
in an effort to add prestige to the particular segment of food distribu-
tion they were writing about. A determined effort has been made to
correct this aatural human teandency.

In addition, it must be realized that this thesis is historical

25ee biblieography



and does not touch upon operations of the distributive organizations dis-
cussed as they pertain to new developments. To go very deeply into oper-

ations would, of necessity, go far beyond the scope of this thesis.

Definitions

In this thesis the author has used certain terms. These may be
defined as follows:

A '"corporate chain'' is an organization operating more than
ten retail food distribution outlets under the same ownership with central
management. Previous figures have placed the number of stores at
four, three and even two.> When the number of stores required te be
classified as a ¢hain is placed at one of these lewer figures, there will
actually oe more independent grocers in the chain field than legitimate
chains, as defined in the first sentence of this paragraph, since there
are literally thousands and thousands of families across America with
adult sons and daughters each operating an independent grocery. Such
an operation is the Carty Brothers in Los Angeles. Here seven brothers.
operate eight very large super markets. Henry Carty, President, is
also chairman of the board of Certified Grocers of California, Limited,
an independent retailer-owned or cooperat'ive group.

A ''retailer-owned'' or ''cooperative group' is composed of

retail grocers leasing or owning their own warehouses. They employ a

3Letter from Gordon Cook, Editor and Publisher, Voluntary
and Cooperative Groups Magazine, August 13, 1956; reconfirmed 1961
per phone.







manager, and the warehouse attempts to function in much the same manner
as the headquarters of a corporate chain, These retailers buy and sell to-
gether, They participate in any savings proportionate to patronage., Certi-
fied Grocers of California, Limited, which operates one of the biggest and
most economically run grocery warehouses in the country at Los Angeles, is
the Paul Bunyan of all super markets in the west,

A ‘‘jobber-sponsored’® or ‘‘voluntary group'’, exists where a whole-
sale grocer functions as the headquarters organization for a number of retail
grocery outlets under contract with the wholesale grocer, The wholesaler
sponsoring a good voluntary group attempts to do substantially everything for
the retail members of the group that a good corporate chain headquarters would
do for its retail outlets, Red and White Stores, I, G, A., Clover Farm, and
others are examples of voluntary organizations.S

In the minor segments of the food distribution field, the following
definitions will apply:

A ‘‘consumer cooperative’’ in the food distribution field exists
where consumers develop their own retail outlets which are frequently tied up
with a consumer cooperative warehouse, Both the store and the warehouse are
financed by the consumers, In theory, these consumers receive interest on

6

their investments and patronage dividends on their purchases,

4bid,

5Gordon Cook, ‘*Chains--Voluntary Group--Cooperative Groups--
Organizations, Number of Stores, Dollar Volume, *‘‘Voluntary and Coopera-
tive Groups Magazine, October 1955, p. 30; reconfirmed 1961 by telephone,

6Letter from Gordon Cook, Editor and Publisher, Voluntary and
Cooperative Groups Magazine, August 13, 1956; reconfirmed 1961 by telephone.




An **industrial store'’ is a modern general store with a well-
equipped food section, operated by or affiliated with the nation’s major
industries, such as coal, steel, textiles, lumber, etcetera, and mainly
serving the employees of the parent companies,

In defining a ‘‘government commissary’’, consideration must be
taken of the fact that there are two basic types of government retail stores,
One of these is the ‘‘PX"’, officially designated the Army and Air Force
Exchange Service, or in the Navy they are called Ship's Service Stores,
This type of store is private enterprise but within the military, These
stores are not tax-supported, 8

For the purposes of this thesis, primarily the other type of
government retail store, the ‘‘commissary'’, will be discussed, although
it is not a food distribution outlet of the modern private enterprise size,
heing restricted to food items only and a limited number of these, The
commissary is a retail food establishment, operated on military bases
or within government territory, supported entirely by taxes, serving
on a non-profit basis persons authorized by a Federal law to make

purchases,

TLetter from Hull Bronson, Executive Secretary, National
Industrial Stores Association, Washington, D, C,, 1956,

8Department of the Army, Office of the Quartermaster
General, 1, Fact Sheet-Army Commissaries, 2, AR 31-170,
3. AR 31-172,. 4., AR 31-177. 5. AR 31-170,

91bid,



Methodology_

In order to secure the most and the best of the information
available, several sources were examined thoroughly:

First, published works arnd articles by recognized authors
in the varying levels of the food distribution field,

Secondly, considerable correspondence was exchanged in
the further search for information; Questionnaires were sent out by
the author, in all cases requesting primarily historical information --
the response was gratifying,

Finally, it was the author’s privilege to interview a number
of leaders in the food distribution field concerning the theme of this
thesis, Their comments were invaluable aids and contributed im-

measurably toward the fulfilment of this task,

Preview

The author will attempt to survey the food distribution field
on an international scope, embodying the historical development of
both the major and minor segments, The minor segments will be
dealt with in one chapter since their importance in today's picture of
food distribution is considerably less than formerly, The major
segments will be discussed in individual chapters, in accordance with
their overall nigniﬁcance;

A summary chapter will include the story of food distri-

bution as the author sees it.



CHAPTER 11

MINOR FOOD DISTRIBUTION SEGMENTS

Consumer Cooperative Groups

A consumer cooperative group as related to food distribution
has been defined as an organization that exists where consumers have
invested their money to develop their own retail outlets., These are
frequently affiliated with a consumer cooperative warehouse, which is
also financed by the comsumers. In theory, interest is paid these con-
sumers on their investments; in addition, they receive patronage
dividends on their purchases.

Broadly speaking, a cooperative society is a voluntary
association in which people organize democratically to supply their
needs through mutual action and in which the motive of production and
distribution is service, not profit. 1

First stirrings of cooperative action. There are varying

opinions as to the exact year in which the consumer cooperative move-
ment started. Many geperations, goaded by poverty and injustices, had
sought to better their conditions through joint action prior to 1815,

Between 1815 and 1833, there began a widespread series of experiments

lJa.mel Peter Warbasse, Cooperative Democracy (New York:
Harper and Brothers Publishers, 1936), p.7.




during which time Robert Owen was considered the leader and prophet. 2
His New Lanark Mills was a concrete reaction against the slum conditions
then existing in England as a result of the Industrial Revolution. Through
his humanistic efforts New Lanark in the early 1800's became a model
factory town, known all over Europe for being the one bright spot in
terrible industrial dreariness.

Eventually, the consumer cooperative movement spread.
Until prior to 1835 there were some 300 to 400 consumer cooperative
organizations in England and Scotland. However, by 1840, lack of
loyalty of the group members weakened the organization to such an
extent that they gradually lost favor and decreased in number.

The Equitable Society of Rochdale Pioneers. The Rochdale

Consumer Cooperative movement started in Rochdale, England, on
December 21, 1844. Although it was by no means the first such move-
ment, practically all consumer cooperatives now in existence have been
established on the Rochdale principles, to be discussed 1ater.3

On this historic date, a small band of twenty-eight flannel
weavers, calling themselves the Equitable Society of Rochdale Pioneers,

oppressed by the hard times of the era, opened a small grdcexry store

on Toad Lane. Having only $140.00 to invest in a meagre stock of

ZAgnes D. Warbasse, The Story of Cooperation (New York:
The Cooperative League of America, 1921), p.3.

31bid.




flour, oatmeal, candles, butter, and sugar, their beginning was truly
humble, consequently much ridiculed.

From this obscure beginning, the venture grew steadily in
spite of the poverty of the times. At the end of the first year, member-
ship had grown to seventy-four members, total capitol $900.00--this
notable advance from the original twenty-eight members with total capital
of $140.00. In like manner, with slow but sure progress, the Rochdale
movement prospered. Based upon its principles, consumer cooperatives
are now operating throughout the European countries and the United States.

The Rochdale Principles. In essence, these principles are

based upon certain rules, for example:

Rule 1. Open membership. No one to be excluded because of
race, creed, or color.

Rule 2. One member, one vote. No voting by proxy.

Rule 3. Share capital to receive a moddrate, fixed return.

Rule 4. Surplus of an association to be I;eturned to members
in ratio to their purchases.

Rule 5. Neutrality of the co-op in religion and politics.

Rule 6. Trading on a cash basis.

Rule 7. Education of members with particular attention to

4

Consumer:Cooperative Principles.

4Bertram B. Fowler, The Co-op Challenge (Boston: Little,
Brown and Company, 1947), p. 12.
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The seventh rule has become the most important of all the Roch-
dale Principles, especially in America; The Rochdale weavers foresaw
if their members were not educated in the nature of their business, such
membership would become apathetic, The co-op might fall into the hands
of incompetent leaders, placed in power by voters unschooled in the require-
ments of the tasks to be performed, As a consequence, by the simple
force of inertia, weak leadership would result,

Consumer Cooperative Status Today, To obtain a true picture

of the consumer cooperative's historical effect on food distribution
practices today, it is necessary to take a calm and reasonable view of
the situation, Research appears to point to more idealism and less
realism surrounding this form of food distribution than any other,
Consumer cooperatives, exclusively in the food distribution
field, have made practically no progress in this country for more than
one hundred years, They account for only a small fraction of one per
cent of food distribution, Their trouble is not a lack of wholesale
organizations of their own pr lack of cooperative brands, As has been
suggested previously by others studying the general failure of consumer
cooperatives in food distribution; the real cause of the failure lies in
the fact that the margin of profit in food distribution is so narrow that

there are no patronage dividends to be parceled out, >

Going abroad to the birthplaces of consumer cooperatives,

5Telophono conversation with Cordon Cook, Cook Publications,

1961,
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the strong influence of Socialism makes itself felt very strongly as one
reads the booklets '"Konsum - Stockholm'' and ''In our own hands.'" The
Co-operative Society of Stockholm, popularly known by the Swedish
people as Konsum, was founded in 1916 and is the second largest society
in the world. Konsum represents the realization of a century-old idea,
an idea which can be expressed by a single word: cooperation -- the
cooperation of the consumers of all social groups within the community
to secure their common interests.

The activities of Konsum conform to Rochdale principles as
interpreted by the International Co-operative Alliance, i.e.: open
membership; democratic management; dividend from surplus in relation
to purchases; limited interest on share capital; cash trading; political
and religious neutrality; allocation from surplus for carrying on
educational work.

Originally patronized in the early days by the working classes,
drawn by Konsum's low prices, today all classes of the community know
the advantage of being a member.

Food products constitute a large part both of the family's
budget and of Konsum's turnover. One quarter of the food trade of
Stockholm goes through the turnstiles of Konsum.

In 1 957 Konsum operated 100 grocery stores, 100 combined
food stores, 150 self service stores, 30 fish shops, 100 butcher shops,

350 milk and bread stores, two bulk purchase stores.
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The management of such a gargantuan enterprise is necessarily
thorough, but simple, It is not carried out on. the basis of quantity but
on value, The manager of a store has only to check the value of goods
delivered to him, The total of these deliveries, plus the stocks, is
checked twice a year with the books, Tally on sales is kept by means of
the use of cash registers, Each payment is automatically recorded on a
list sent monthly to the central accounting office, 6

Mute testimony to the fact that Sweden respects the Rochdale
Principles is to be found in the Mordic Rochdale Monument situated in
the grounds of the Co-operative College at Saltsjobdden, 7

In England, Scotland and France claims for recognition are
less strident than those made by the Swedish, but on the other hand each

of these countries have attained only about one-half again as high a

percentage of distribution as the Swedish cooperatives,

Industrial Stores

The industrial store is a modern general store with a well
equipped food market, operated by or affiliated with the nation's major
industries, such as ccal, steel, textiles, lumber, etcetera, and mainly

serving the employees of the parent company,

6Konlum - Stockholm, Stockholm: AB Anders Beckman; R,
Klang; AB Trycksaker, 1957, p.37. :

. 7John Lundberg, In our own hands, Stockholm: Kooperative
Forbundets Bokforlag, 1957, p.15.
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Another description is that an industrial store is a retail
institution established and operated by the owners of major extractive
and manufacturing industries to provide the essential consumer goods
and services required by their employees, This type of store is more
commonly &om as the ''industrial’’ or ‘‘company’’ store, although there

is some trend away from the usage of the former term,

Foreign History.

England, The industrial or company store has
existed for several centuries in England as a part of a system called
the ‘‘truck’’® system, Under this arrangement, the worker received in
exchange for his labor a commodity of some kind which he, in turn,
would exchange for whatever he might desire or need in the way of food,
drink, clothing, fuel, or shelter, The first attempted control of this
truck system, in which abuses were abundant, came with the Act of
1464, during the reign of King Edward IV, In brief, this Act attempted
to stipulate that laborers should be paid ‘‘lawful money for all their

lawful wages, '’ ?

However, this Act and others subsequently following
from 1726 to 1831 failed to stem the abuses of the truck system, These

Acts became known commonly as the Truck Acts,

ﬁOle S. Johnson, Ph,D,, The Industrial Store (Atlanta:
Foote and Davis, Inc.,, 1952), p.3.

bid, , p. 11
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In 1854, A Committee of Parliament was appointed to ex-
amine the truck system, but no further legislation resulted from this
investiga.tion; Finally, as a result of more unrest and agitation among
the working classes, Parliament appointed a special Royal Commission
to investigate the truck situation, A thorough examination was made and
a complete report filed, As a result of this, the Act of 1887 was passed
extending wider coverage to the worker and virtually abolishing the truck
system in England, Two later investigations in 1896 and 1908 were
pPrimarily concerned with work stoppages, fines, and penalties imposed
upon workers,

In the development of the American company store system
many of the characteristics of the English truck system became apparent,
Also, many of the same evils and abuses arose, Food distribution
through this system, therefore, left much to be desired, especially as

related to prices and quality,

France and Germany,

Development of the industrial store in France paralleled its
growth in the United States, coming as a result of the Industrial Revo-
lution and heavy industrial development in France in the middle
nineteenth century, Isolated areas made company stores necessary;
on the other hand, they were established in other, less remote areas,

to combat the high cost of living. Abuses by absentee owners of the
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company store or ‘‘economat’’ system led to legislation intended to

suppress it or the Act of March 25, 1910.10 The company store was

thus either abolished, closed, or very closely controlled in its operation
in France,

In Germany, close control was also exercised over the
industrial store., Generally, the laws of the German Empire in 1908
stated that all wages were to be paid in cash with payments in kind, or
truck, permitted only under previous agreements, Legislation of this
type led to the formation by industrial owners of stores of the
‘‘workskonsuman stalten'’ or stores operated on a semi-consumer’s
cooperative basis, Unlike the United States, the volume of these stores

never aggregated a large figure, and the workshonsuman stalten cannot

actually be considered the German counterpart of the American Industri-

al store,

European and Non-European countries,

Even before World War 1, most of the important indistrial
countries of Europe had either abolished or curtailed strictly the
operations of the company store. The only exception to this seems to
be Poland, where company stores were permitted to operate under
license from the local labor inspector., The same situation seems to

apply to the non-European countries, with Bolivia in this respect being

10
Ibid,, p.14
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the exc eption, In 1946, a decree was issued by Bolivia, requiring all
enterprises operating away from population centers to establish company
stores, This, of course, was directly opposite to the trend toward

elimination of the stores in most foreign countries,

United States History,

The history of the industrial store in this country was closely
aligned with the history of our coal and other extractive industries, In
conjunction with the development of the railroads serving the southern
textile industry, company stores in remote areas evolved as an integral
element in their operations, Food distribution in isolated areas really
owes its inception to these stores, especially those in the coal regions,
Over two-thirds of all company stores in the United States operate in the

coal fields, 11

As in the European and non-European countries, legislation
in the United States was directed at the industrial store, in ef_forts to
control or eliminate it, Until 1933, thirty-two different states --
Pennsylvania foremost--had passed legislation controlling, limiting,
or forbidding the operations of company stores or of some of the
practices which accémpanied their operation, Since 1933, when the

Federal Government attempted to regulate stores under the National

llHull Bronson, “‘Industrial Stores: A sleeper Market
Serving 10 Million Consumers, '' Food Business, October 1956, p.12,
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Recovery Administration, there has been little legislation on a state level,
From 1901 to the present, there have been a series of investiga-
tions by the Federal Government into the industrial stores of America.
These investigations affected most notably the tri-state area comprising
‘Western Pennsylvania, Northe:n West Virginia, and Eastern Ohib, which
is-of-course-where the heaviest concentration of industrial stores is lo-
cated. Essentially, legislation resultant of these investigations paral-
leled that of the other states., Not until approximately 1934 was there any
rallying to the cause of the company store, when the issue again became
important through the establishment of Codes for the Retail Trade, the
Retﬁl Jewelry Trade, and the Retail Food and Grocery Trades, Two
subsections prohibiting the issuance of non-negotiable scrip and payroll
dedﬁction for credit accounts were proposed which, if approved, could
have meant the end of the company store system, Such stfong protest
arose that a committee was appointed by the President to investigate in-
dustrial stores, Although only a few short months after the Committee
finished its investigations and filed its report with the N. R.A,, the whole
N.R. A, experiment collapsed by a Supreme Court decision, there was
some lasting effect on the company store industry in spite of the fact
that the regulation never really got into full operation against it, The
possibility of the original provisions putting industrial stores out of
business made a large number of the parent company operators aware of

their responsibilities as retail merchants, It likewise caused many of
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the store managers and store operating executives to take stock of their
general management policies, and to make revisions in those places
where they were called for, In 1937, similar ‘‘death bill'’ proposals,
although defeated, cnce again stirred those connected with company
stores to conform to federal regulations,

With the recognition of good business practices, the industrial
store grew in the thirties in both number, sales, and bett;er relationships
between store management and the worker customers, This growth has
continued both throughout the forties during which the company store
industry tried in every possible way to further the total war effort, and
into the fifties, A recent development in industrial store i;ldustries is
that of the companies’ disposal of the company hcuses which they have
traditionally owned and maintained, The workers in these industries
thus became no longer tenants, but proud home owners, willing to
expend time and money on their homes and generally to live in a more
comfortable atmosphere and enjoy better foods, The net effect was to

further increase the sales volume of the industrial stores,

- Present status in America.

Industrial stores in modern America enjoy historical im-
portance in the story of food distribution,
Over half (or some fifty to sixty per cent) of the sales volume

of the nation's industrial stores today is in food items, There are over
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3,000 of these stores, the majority of which are located in the coal and
steel areas, where they are very important retail outlets, The typical
industrial store does an annual average volume of about $450, 000; it
carries over 4, 000 items in its food department with great stress placed
on fine meat and produce. M;:st food departments are self-service,
with frozen foods featured;

The industrial or company stores today serve approximately

12
ten million customers with everything they eat, wear, and use, An

example of the larger and more important industrial stores companies
is the Union Supply Company, the outgrowth of the H, C, Frick Stores
Company originally founded in 1872 by Henry C., Frick, a famous pioneer
name in the development of company stores, 13 This company is a
subsidiary of the United States Steel Company, with several large shop-
ping centers and a total of over sixty stores doing nearly 40 million
dollars annually, It is the largest industrial store chain, Although
industrial stores have approximately two per cent of the total food sales
in the nation, they constituted an important factor in the historical

development of food distribution.

Government Stores

No study of the cooperative movement can afford to overlook

12
Ibid.
13
Johnson, op. cit., p. 32,
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the expression of this phase of its growth in the government commissaries,
or post exchanges, Historians note the appearance of this phenomenon in
Caesar's armies--the movement, generally, reflects favorably upon the
cqn&passion of the officers in charge, who recognized their responsibility
to accord to the man in uniform the same privileges accorded his civilian
counferpart, It comes somewhat as a shock to realize that the soldiers
themselves formed cooperative groups, in order to guarantee their own
welfare,

Sutlers, Under the Articles of War of 1776 the sutler appeared
on the horizon, They served military personnel for ninety years, Mal-
practice led to their abolition by Congress in 1866.

Post Traderships and Canteens, These stores remained

prevalent on the scene supplying the needs of soldiers not adequately
available by government issue., The War Department having taken note
of the need implemented the organized operation and management of post
canteens recognized by Congress. In 1892 the post canteens were per-
mitted to use public buildings and public transportation for their opera-
tions

Post Exchange. The post exchange was to combine the features
of reading and recreation rooms, cooperative store and a restaurant,
Its primary purpose was to afford service men the luxuries not supplied
by thre government,

Army Exchange Service. In 1941 the Army Exchange Service
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was established, Independent operation was characteristic of the post
exchanges; thus at the same installation there might be several completely

unrelated exchanges,
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