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AARON SAP EXP LAINS MARKETING PLAN
TO SOLVE KENT UCK Y'S TOEACCO PROELE

The low prices offered for Kentucky Burley tobacco when it was placed upon the block at the opening of the current season impelled Judge Robert
i i 1 1 Vl r TT " 2 T 1 1 "I T i Tl u . . r ' '

i ... . I
Dingnam, presiaeni ana puonsner 01 me courier-journ- al ana me juouisvuie i imes, io auempi 10 rorm a co-operau- ve marKetmg association among the grower

He knew from various sources that such growers' movements had been successful elsewhere in stabilizing marketing and price conditions. He had learnec1

from a friend, Mr. Bernard M. Baruch, former chairman of the War Industries Board, that this great financial genius had patriotically been interesting himsel
in ameliorating the condition following low prices to the cotton growers of Mr. Baruchs native State of South Carolina. So Judge Bingham asked Mr. Baruch ii

he would discuss tobacco growers' organization with a selected committee, and Mr. Baruch quickly consented. '

The committee that went to New York to see Mr. Baruch was composed of Mr. John W. Newman of Versailles, Dr. Samuel H. Halley of Lexington, and Mr
Ralph M. Barker of Carrollton. Judge Bingham was represented by Mr. Arthur Krock, editor of The Louisville Times. At that meeting the good offices o!

Mr. Baruch were definitely obtained and close study was applied to the situation.

Later Judge Bingham had several conferences with Mr. Baruch and confirmed his judgment to bring to Kentucky for a conference with tobacco mer!

Mr. Aaron Sapiro of California. Mr. Sapiro has been the guiding genius of the great farm commodity marketing associations of the Pacific slope whic!
have transformed that land into a horn of plenty out of which stable and excellent profits come to the producers of prunes, wheat, oranges, beans and eggs. Judg!
Bingham brought Mr. Sapiro to Kentucky to outline these co-operati- ve plans to a selected committee of men, all of them interested in the production of tobacco
all of them growers and some of them bankers and warehousemen as well. The committee met with Judge Bingham and Mr. Sapiro at The Seelbach in Louisvillf
for two days, March 25 and 26. e . j

When Mr. Sapiro had outlined the California plans, had practically applied them to the Burley tobacco growing condition and had answered all the
questions addressed to him, the meeting enthusiastically and unanimously declared for the feasibility of his plan and authorized Judge Bingham, as chairman o

a Committee on Organization, to name such a committee and to proceed with the movement. Judge Bingham named W. E. Simms of Woodford, James C. Ston
of Fayette, Ralph M. Barker of Carroll and John T. Collins of Bourbon to serve with himself as the nucleus of the committee to be increased later.

In this section today there is published substantially in full the address made bv Mr. Saniro which persuaded a reoresentativ
clear-heade- d group of Kentucky tobacco men that there is a way to stabilize the price and marketing of Burley tobacco. It is a brilliant and masterly presentatio
of the general subject of commodity marketing by the greatest expert in that lin e in the world. It is as valuable a document as this newspaper has ever had th!
privilege of publishing. j

Very soon organization of the various Burley counties is to begin as the basis of such an association as Mr. Sapiro has outlined below; and, when tha!
has been achieved, contracts will be published and distributed and signatures will be solicited. I

Tin it . i . 1 r ii r i i l a.1 I. i.r t LI ! 1. c t c , . .fwnen ana ir at least seventy-riv- e per cent or tne ouriey tooacco acreage nas signeu, gareaicai rcacimmauon movement in me msiury 01 mis orate wii
begin. '

THE STORY OF RAISINS.

MR. SAPIRO I am going to lake

the liberty of telling you first the com-

plete story of how one of these prod-

ucts was organized. I am going to

take raisins, because raisins are quite

similar to tobacco in some particu-

lars. Then I will generalize from that

and tell you how big the whole move-

ment is in California. Then I will

take the principles and show you what

Is practically universal in all these

associations. Then I will make an
application of those principles to your

tobacco situation and see if between
us we can arrive at some possible

solution for your tobacco difficulties
Remember, in all of this I am not

so much concerned with any one par
ticular crisis as I am with the entire
svstem of marketing. It just so hap
pens that the tobacco industry ha
passed a crisis in this year. It is re-

markable that it has not been facing

that kind of crisis almost every year

This - particular crisis simply dra
matizes the need for a better system.

So when I talk to you I am not
giving you a temporary or a stop-ga- p

to meet this 1920-2- 1 crisis. 1 am

going to talk about things that will

work a change in your fundamentals
i.f marketing, something that means

a complete substitution of a new sys-

tem of marketing for what we think is

a very haphazard and somewhat spec

illative (to put It mildly) marketing
system.

uie

As to the history of the raisin in
dustry of California I will try to show
you the problems they have and just
how they solve them, and I am going

to point out to you certain errors they

made and how they are getting

around these errors.
The Growers' Problem

First, all the raisins in the United

States are produced in one district.

That district is in California. It al-

most corresponds to your Burley

r.robiem. The San Joaquim Valley is

centered in the town known as Fresno.
lonjr in the eighties and nineties they

discovered they could grow very good

raisins in that district. The only

other raisins we Americans come in

contact with are some from Spain and

Greece, and then, of course, some

small currants? But the California

raisins were supposed to be as good

If not better than any other raisins

In the world as they develop them

there in that Fresno district.

For a while, when that district
started, the growers made very dis-

tinct fortunes. They took these dry

lands around Fresno, put a little water

on them, and made a tremendous in-

crease In the value of the land and

real profits on the crops. In fact,

they made so much that the land

became fairly well advertised and by

1900 there were literally thousands

of people in that whole Fresno district
growing raisins. You could go. hours
ana nours and hours driving through

tremendous vineyards in which East-

erners had put large fortunes. At-

tracted by the climate of California
and by the ease of growing raisins
and the distinct profits in the raisin
industry, late in the nineties so many
of those fellows had come to Call- -
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ar:"l that' there w,5a very obvious

cated up to the point where they
could consume the average crop. If
they ato 20,000 tons of raisins a year
they were doing well. And the crop
was beginning to edge over 20,000
tons a year.

Technical Conditions.
Raisins grow like regular grapes,

on vines. Then they are dried in
the sun and get rather dirty, so they
have to be sterilized and processed,
and then some of them are seeded and
others are packed in clusters. Others
are raised as- - seedless raisins, and
they of course are picked and packed
likewise.

But there was another factor that
must intervene before raisins could
go from the vineyard to the whole
saler or broker who bought them.
There were ten buyers in California
in 1900 and during the period after
that, who handled raisins. There
were five big ones, always called the
'High Five;" and five little ones
called the "Low Five." If you didn't
sell your raisins to the High Five
or the Low Five or one of their rep
resentatives you could use the raisins
on the farm and feed them to
the hogs. The ten buyers were the
only possible outlets for the raisins of
of California. Of course these firms
were more or less intimate, there
were so few people involved. They lived
primarily between Fresno and San
Francisco. They were familiar with
the bankers and commercial elements
and in touch with one another.

ic is mucn easier to get even a
legal sympathy between ten men
than it is between forty or fifty or,
going beyond that, into the thou
sands. And that proved, as I will
later indicate to you when I tell you
of the old buyer system of California.

So the growers kept on producing
raisins because they had the vines
and the ground, and the vines simply
would produce, and they had to pro-

duce in order to try to make some
'money out of their investment and

their labors.
About the year 1900 ' the growers

weren't simply making enough money
out of raisins even to pay the cost
of production. So, under the leader-
ship of a man named Kearney they
started to come together. They didn't
have much vision, they didn't quite
know how to do it. They didn't know
the exact system. They knew that
somewhere in Europe the growers
had gotten together. They knew that
in the southern part of the State the
growers were trying to get together
but had not yet struck the right sys-

tem. They started little packing
houses, trying to organize the indus-
try oft a localized basis. That blew
up. They formed some arrangenient
with the High Five, and that blew
up. Then they arranged to deliver
the stuff for packing to the High Five
and sell some of it on commission
or basis. That blew up.

Foreclosing on Mortgages.
So, for a series of years they ex

perimented trying to find some way
out. No matter what experiment
they used, each year found the grow-

ers going behind. From 1900 to 1911

the crop every year left the whole
group of growers practically poorer
than they, started. Some individual
growers might have made money in
one of these years but as a class they
had' a-- loss. If you want the best
cofrrttentary on the iituation, F.aJPut

gages. Tou will find more mortgages
on vineyards in one year between 1900

and 1911 than in the ten years be-

tween 1911 and 1921. Any one year
greater than the aggregate total of

the ten years!
The real story behind it was this:

Somehow or other no two buyers rep-

resenting competing firms rarely went
to one grower during any one season.
You might get a Guggenhime buyer
one year and a Rosenberg buyer the
nest year. But you would not usually
get both a Guggenhime buyer and a
Rosenberg buyer in any one season.
The same thing. 1 suppose, has been
practiced on growers all over the
country at appropriate times.

The Buyers' System.
The buyers would come out in Feb-

ruary or, say, early in March; and
in February or March no buyer on

earth can tell what is going to hap-

pen to the raisin crops. But they
would go around talking to the grow-

ers, gossiping with them, calling on

them to make connections. They
would run up and down the State.
Like Satan in the Book of Job they
were going up and down the land
discovering crops, and they always
knew from all signs there was going
to be a tremendous crop in California.
They would simply pass the word to
'the grower. They would say. "We
are going to have a huge crop, pos-

sibly 60,000 tons, and you know, of
course, the United States won't eat
00,000 tons." They would leave that
kind word with the grower. Then,
perhaps, they would come back in
two weeks, visiting the different dis
tricts and saying. "We have been
through all the districts and all the
signs point to a 60,000-to- n crop this
year. Half the growers are going to
feed their raisins to the hogs. There
is no market." Then they would al
ways suggest, "If you don't believe
me you had better go in town and
talk to the bankers, talk to your
neighbors, and see what they say."

Of course the fellow trudged in town
the next day to talk to the banker.
who had no independent source of
knowledge. The banker would have
exactly the same data. The High
Five and the Low Five peddled it.
The banker would mean to be friend
ly but. not knowing any better, he
would always tell the same story. The
motive always, was to create the im

pression of a huge crop.
Effect on the Growers.

By the end of March they would

always have the growers around the
district fairly well scared, and the
growers would begin to think what
they should do with their crops. Each
fellow would have in his mind a pic-

ture of the other man who did ac-

tually feed his raisins tb the hogs in
some other year; he would also have
a picture of the mortgage he had on

his vineyard; he would also have a
picture of the fact that a little money

en a loss is better than no' money
at all. , v. "

The growers would begin to get wor- -

riedi About the beginning of April
these buyers would come around with
sheets of.regular contracts. The buy

er knows the grower. He would say.
Now, Bill, we are buying ralssns. We

are going to buy a certain number and
when we reach that amount tha books
close: Wd don't take another founce,
because we can't sell any morer We

io' vit to tret stuck." Bill, ilter- -

.TNsay, "What is tlijp1'foreclosures

Expert Who- - Proposed Plan
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AARON SAPIRO OF CALIFORNIA, WHO HAS OUTLINED PLAN FOR
MARKETING KENTUCKY TOBACCO.

The answer would be, "OurTirice this
year is 1 cent a- - pound." It will inter-
est you to know that raisins sold as
low as half a cent a pound during that
period, from 1900 to 1911. The grower
probably would say, "I can't produce
raisins at that. The university people
told us it costs somewhere between "

and 3 cent3 to produce raisins, de
pending on whether we have cheap
land or land more expensive. If I

sell my raisins at 1 cent I lose money
every time I raise a ton." The buyer
would say. "Rosenberg is buying at
a cent a pound. We have to sen
against them, we can't offer more than
those fellows are getting raisins for.
Tou had better sell at 1 cent a pound
than to feed the crop to the hogs.'"
It is the same situation you have in
Kentucky today, the very thing.

Ti-en- - the buyer would say, as the
grower still hesitated, "I will tell you

what to do You think this over and
I will come back next week, and you

talk it over with your wife and your
next door neighbor and sea what to
do. I don't want to urge you if you

'thinh it Isn't right."

the b J

The Grower Weakens.

Right that
the fence and

tjiot edu- - add count

i
eek Bill leaned ver

talked to the next t -

story in the whole district. (This is
not simply human interest, this is
real fact. You ought to hear some of

these growers tellof experiences year
after year, the same story pulled right
on the same man.) He would lean over
the fence and talk to his neighbor. He

would say, "I have just heard the
Bame thing; my buyer was in today
with a contract. He told me all he
could offer was 1 cent. a pound. He
told me he was signing up hundreds
and hundreds of tons in this very val-

ley at 1 cent a pound. Maybe we had
better take it."

Then they would go and talk to the
wives. The wives would simply realize
the children needed clothes, they would
need something to eat, they would
need to go to school. The wives most
likely would vote to sell the stuff at
some price rather than get stuck. They
all had the picture before them of
having the raisins fed to the hogs.

The buyer would come back in a
week and go to Bill. He would say.
"Are you ready to, sell?' I have a con-

tract here ready for you." Bill would
say, "I hate to sign it, I don't think
it is square." The buyer would say
something like this it was dene in
. s out of five in he whole dls

J e almost unlvenW --,...VM1 ,1 will tell.--5M-
r v

me your word of honor you won't say
a word about this to your next door
neighbor, for it will get me in Dutch
if you do. I will give you a price of
1U cents if you will sign right now."
Bill would break a leg to get his name
on that contract at l,i cents a pound,
because he would think he was get-

ting a little more than h'is neighbor.
Bill would sign that contract and take
his loss and be relatively happy on it
because he was putting something over
on John Smith who lived next door.
Probably the same stunt would be
pulled on John Smith. He would like-

wise sign at li cents a pound be-

cause he thought he was putting it
over on Bill his neighbor. That used
to be the great stunt of the buyer.
They all worked on the same psychol-
ogy that the grower never cared
about a fair price, all he cared about
was that his price was relatively bet-

ter than his neighbor's. Of course
the grower got the worst of it under
that condition.

Gathering the Spoils.
May, June and July would come on

and the raisins started to mellow.
September would come and when the
raisins were actually picked it would
turn out that probably there was a
crop of only 23,000 or 30,000 tons, and
the raisins would then be sold to tha
broker at perhaps 6 or 7 or 8 cenis a
pound, and the brokers or the packers
would make a huge fortune on the
laisins and the growers would in
evitably go backwards.

They expenenced that thing year
after year. They used to y th;.t
every crop of raisins in California
made at least five new millionar es. I

think that was a slight exaggeration
but it helped to build up a few millions
in San Francisco and a couple in
Fresno, but not among the growers.

The Counter Movement.
That went on until 1911. ' In 1911

some of these wise growers got to-

gether to figure out how many more
years they had to Tose. They esti-

mated the investment when they orig
inally started, figured out how it had
become impossible to pay eff mort-

gages, in fact how the mortgages
was usually increased. A couple who
were most desperate said. "We will
tell you what to do. Let's go into
town and talk to the merchants and
bankers and big fellows there and get
advice from hem. If we are going to
get cleaned out let us save wh. we
can and .move to some other section
and go in a decent line of busit ess."
They' went to town they had ac-

quired experience one went to a real
estate firm and offered to :ell his
ranch.., They said, "Where are you lo-

cated?" He told them. They said,
' How much do you think it is worth
per acre?" He said, "Well, I think .t
is worth at least $100 an acre."
' How much will it cost to pui. out
your vines?" He said. "$15 to $20 an
acre." They said, "Your land is worth
$80 an acre, that is all we wi:1 offer."
They told him the land was worth
more with the vines out than with the
vines in. That was 1911, in Fresno.
It taught them a little lesson.

(They talked it over with the bank-

ets and told, the bankers x
they wwt

ging to throw up their hands, they
couldn't pay their mortgages. They
tdJd the position thefere in finan-
cially. These f . were 4is
." L rased. A - ''"V

Finally some of the bankers par
ticularly one named Mannheim, who
has since died made it possible to
form this organization. They said
"You fellows down here don't want to
lose heart. Get a lot of growers to
gether and we'll see if we can't work
something up. The orange growers
have gotten on their feet since 1905.

Ycu men ought to be able to do some-

thing. Got the growers trgether and
talk this over."

Early Conferences.
So, at the suggestion of some of the

bankers and merchants, they started
in and called some more conferences
and some meetings around Fresno

these other towns to figure out
what was wrong with the raisin grow
ers and with Fresno. The merchant?
were pretty sore, for Fresno was one
of the deades: towns you cou,d imag-

ine. Up to 1911 Fresno was always
the joke town of California. It never
progressed or advanced. The mer
chants were getting really sick and
tired of it.

They started in to hold conferences
to see if they could work out some-

thing with the raisin industry. Those
growers were not all little men in

fact, the men who came into these
conferences vere the biggest anc thi
best of the growers, the men who.
above all, could be expected to do
something, but were absolutely help-

less because the industry was break
mg them. They didn't have packing
house plants, they couldn't give the
merchants any business.

The first great shock the grower:
received was at one of the confet'ences.
Mannheim, the banker, got up and
said he was tired of having thjni
look on him as a Shy!ock.

"You fellows," he said. "hav
only two or three conferences with
me. You come in the bank and
borrow money and take a mortgage
The next time you see me is when
you come in next year to explain why
you can't pay the interest on

Then you come in the next
year and explain the same thing, fl-

ask for more money on your crop
I can't give it to you. Then we have
another conference when . I send for
you to tell you that I have to fore-

close. A lot" of you fellows hate mt
and think I am your enemy. I am
not your enemy. I am your friend.
I don't want you to lose money. I

don't want to take a foreclosure. I
want you to make money, and then
I want you to deposit the surplus. I

want to lend to all the merchants in
town and have them develop a big

business. I want the town to be
prosperous so I can make money. 1

tell you what I will do. If you fellows

will get in and do something for
yourselves and get out of the rut.
and learn how to solve your own
problem all the way through, I will
put every penny of my personal re-

sources and those of the bank behind
you."

Something Starts.
The growers could hardly believe

it. One told me afterwards that he
didn't know whether he was awake or
Just dreaming, that something might
happen to him some day. He looked

around and there was the old man
still talking to him. So it really was

true.
Mr. Mannheim sat down. Then the

biggest Wrohant thereWvhoyt--'r!- "

1

He said when he came to Fresno
expected to have a big store, he Kit
dreams of putting in a big stock
.nc iuuuuire ann ciotnes and ha
ware utensils and things of that
ture. and that when friends from
Francisco came down he would sv
out and show them a store as f
as any in the city. "But now.
saui. wiien friends come down I do
take them to the store All I can k
Is cheap things, overalls
and things like that. You
make enough to buy

and
drl

eeent things ?'

the store. The only way
make money is to buy

I have

ioreciose. i nave made a lit
money that way. but I don't want
make money off vineyards. I want
make money off my merchandise.'!

He then announced that if the
lows would get in and do someth
for themselves which would put ii
better system of merchandising.
would put every penny he had beh
them.

They began to feel better. T!
came the parallel of Judge Binghr,
We happened to have in
mighty interesting paper. The Repi
lican, by many regarded as the
and cleanest nanrr in faWnrr
Chester rtowell was the 4
probably of the brainiest men Cf
ifornia has ever produced. Rovf
and his group had to havtf
fine paper but they weren't mak:
enough money at the time beca
their circulation wasn't coming
The merchants weren't making mot
and advertise. The poo
were not buying anything unless tl
absolutely had to. Rowell was 'I
ferested in the growers and :i
nounced that he was ready to get t
hind them, not only with the paj
but with every bit of cash that
could scrape together.

Is Disclosed. i
When the growers got this dose!

confidence from these varitf
sources, they began to think for the
selves. After a while these sugg
tions began to crystallize. Always it
discussion in the different conferen
centered on the same
the growers decided
everything in one
ment. They started

brogcf
fellows

si,

Fresno

fin

editor.
one

decided

couldn't

thing, a
to str

big mot
in to

ganize a big
ciation. TIipv rlooMod t m-r- r.

tgages

f
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with capital stock so they could
move tne blind alley and put in pa
ing plants for themselves. Then tli
would take their stuff and try f
reach the trade direct. They realti
that every time they tried to d

;

with the High Five or L?
Five, they had been mulcted and I
ploited. j

I want to say that the plan th;
finally adopted is not now recc
mended in its entirety. I will expli
to you. It is not a plan that is n
recommended in California as far i

the form is concerned, because tl
made errors in form, though none
economics. They made errors wh
the best lawyers in the world wo
have made at that time.

They decided to organize a come
tion with a million dollars capital a

get the money from two sourc
First, a lot of the bankers decided
follow Mr. Mannheim's lead, r
put money into this thing. T?

knew they could get subscriptions t
' h from some ot the mepjlnls ;

i.wis Bailors,, inn jvist
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