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~umtnary 

FAR~IERS' coop<".rative purchasing associations have operated for 
lDllIly years in WISCOnsin, hut the movement gained little headway 

until alter 1900. In fact, nearly all of the 271 local purchasing ass0-

ciations that were active in the summer of 1935 had been organized 
since 1910. These cooperatives handled in 1934 approximately 15 
p<"rcent of the farm supplies purchased in the State, supplies with a 
.... tail value of some $14,000,000. The associations are located in all 
paris of the State, but are most numerous in the main agricultural 
sections. 

Development of cooperative purchasing among WlSCOnsin farmers 
has been encouraged and assisted by general fann organizations, 
State and Federal agricultural agencies, and wholesale cooperative 
purchasing .associations. Several Iarge..scale purchasing associations 
perform wholesale service for farmers' local purchasing groups. 

The local purchasing associations in WISCOnsin may be classified 
according to type in four main groups: Petroleum, warehouse, general
store, and combination associations. In addition, .. number of c0-

operative marketing associations engage in the cooperative purchase 
of farm supplies. 

Of these local purchasing associations, 15 percent had in 1934 a total 
business per association of $100,000 or more; 37 percent had $40,000 
to $100,000; and 48 percent had less than $40,000. 

Forty-seven p<"roent of the total value of farm supplies distributed 
by Wisconsin cooperatives in 1934 consisted of such general produc
tion essentials as feed, seed, binder twine, and fertilizer. Petroleum 
products represented 33 percent; hardware, maehinmy, and building 
materials 6 pereent; and household supplies 10 percent of the total. 
Approximately 87 percent of the total bnsiness was with farmers. 

Analysis of the operating statements for the associations of each 
type indicated that there was a tendency for unit expenses to decrease 
with increased volume of bnsiness. It appeared, however, that other 
factors-lDllIlagerial efficiency, for example'-had a greater infiuence 
on opera ting e."<pense than had volume. 

Financial position, on the whole, was satisfactory. Thirty-eight 
percent of the assoeiations had $5 or more in current assets for each 
dollar of current liabilities; 8 percent, however, had less than $1. 

Comparison of the balance sheets and <lperating statements for 
groups of selected "good" and "poor" associations of each type showed 
that generally the good lissociations bad (I) larger volumes of business, 

m 



IV SUMMARY 

(2) lower operating margins, (3) lower operating expen_ per dollar of 
sales, and (4) larger net incomes than either the poor _iatioos or 
the average BSSOCiatioDliof each type. Itia believed that th"se avel'llg8 
financialstatemeote can be used to advantage by the 888Ociatioos 88 

standards for measuring their own efficiency. 
It was found that many of the associations needed to give more 

attention to credit extension and collectinn policies. Many could 
profitably improve their methods of service and their accounting and 
auditing practices. It was apparent that some of the local_iation. 
had a serious membership problem in that many patrons were not 
active members. 

Some differences in operating efficiency according to type are 
suggested by the average net incomes per dollar of sales, which were 
as follows: Petroleum associations, 7.79 conte; warehouse 888OciatioDll, 
1.39 cante; general stores, 1.01 oonte; and combination l\8!IOOiations, 
3.51 cente. The higher net income of the petroleum lUISOCiations was 
largely because of the higher gross margins obtaining on petroleum 
producte. 

More than half of the local purchasing associations in Wisconsin are 
being served by larglH!Cale associations which provide an economical 
source of good-qualitysupplies at wholesale. Morsover, these wholesale 
associations have assisted the local lUISOCiations in their etrorte to 
raise standards of service and operating efficiency. 



Farmers' Purchasing 
Associations in Wisconsin· 

FOR NEARLY a century Wisconsin farmers have cooperated in 
purchasing supplies for fann and home use. The extent and 

importance of this activity have not been commonly known and 
appreciated, since generally the organizations engaged in cooperative 
purchasing have been overshadowed by those engaged in cooperative 
marketing .. The present study indicates that in 1934 there were 271 
local purchasing associations in WISCOnsin which handled farm sup
plies lIS a major activity, and that the total retail value of the supplies 
distributed during that year amounted to approximately 14 million 
dollars. These local llSSociations are served by several wholesale 
1lSS0ciations with headquarters either in Wisconsin or Minnesota. 

Scope and Method of Study 

. THE AIM of this study is to provide information on the develop-
ment, present status, and operations of the farmers' cooperative 

purchllSing IISsocia tions in Wisconsin, lIS a means of showing the 
nature, extent, efficiency, and problems of this type of cooperative 
activity in the State. Many of the problems of Wisconsin purchasing 
llSSociations are typical of those met by such associations in other 
States. The fact that Wisconsin has long been associated with 
cooperative effort, both in marketing and purchllSing, makes it 
possible to give the study a longer historical perspective than would 
be possible for a. similar study in most other areas. 

In the course of this study, data were obtained from practically all 
cooperative &SSociations handling farm and farm-home supplies in 
the State. In the summer of 1935 direct visits 'Were made to all 
known local and wholesale farmers' purchllSing associations operating 

NOft.-Martin A. Abral:ULlllMm IUld WinD F. Flnner. asslsbmts in lhe department at Jlgrir!UlturalllOO
nomioes. Unlvem&fof Wiaoonsin.ptbered much of tMlnformaUon rot 'his study and aided mawlaJly in 
the aaal$"sis or the data. 
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2 FARM CRF.1l1T AIlMINISTRATION 

in Wisconsin. The records of mlUlY of the local _istions were not 
complete, or were not comparable with similar data from other .->

ciations. For that reason some of the tables and ehart.& coVP!' 8 

smaller number of associations than were aetllally visited. An l'!Tort 
hIlS been m .. de to present the comp .. rable infonnation in lIuch a man
ner as to show the range and grouping of the a. .... oci .. tion8 with I'tllIpt'<'t 
to each problem analyzed. It is believed that in each CaRe the numhPr 
of associations analyzed is sufficient to be representative of the various 
types. 

Economic Influence of Agricultural Conditions 

A brief description of Wisconsin agriculture is essential to an under
stlUlding of the Wisconsin farmers' buying problem. I Ac('"rding to 
the 1935 Census of Agriculture,. there were 199,877 fanns in Wisconsin 
with lUI average size of 117 acres and an average value of land and 
buildings of $6,238 per farm. The total cash fann income for the 
State amounted to $251,151,000 in 1935. 

TABLE I.-LAND USE IN WISCONSIN, 1934' 
---

U.., orland Area utilized 
Percent.., 
of all farm 

land 

ACT .. P,rcrrd 
Pasture Iand _________________________________ 8, 068, 887 34.4 
Land in hay _________________________________ 3,202, 612 13. 6 
Oats, barley, and COrD ________________________ 6,461,125 :13. 3 
Other crop Iand ______________________________ 4, 043. 486 17.3 
Forest and other land in fanna _________________ 2, 683, 093 11.4 

Total. ________________________________ 23,459,203 100.0 
-

Approximate area of State _____________________ 35,363,840 - - - -- - -- - -

t Bued on data from U. 8. l)epartmsot of CommIIrce. CeosuI of Ap1wlture" 103&. 

Wisconsin agriculture is largely organized to produce milk and live
stock. In 1935 these commodities accounted for 87_4 percent of the 
total CIlSh farm income of the State. Tbe empbasis on tbe production 
of milk and livestock explains the utilization of Wisconsin farm land 
and to some extent tbe nature of tbe farm-supply business in the State. 
Almost half of tbe farm land in Wisconsin in 1935 was devoted to 

1 For further tnformatiooOD LbJssnbJed; _: McNall. P. E •• aDd B.oUl. W.l. 1'OaCU.unL"'mJO 'W"UC01f~ 
IIIl'I.i.GBICt1LTtlII& Wl1'II aaUl.'!IJlO TTPDOJ' r.6.JUllWO; WIL AII'. ExP'. 8ta. Ra. Bull. J31. "I pp. 11136; aDd 
EblinS. W. B .• :lind othen. wta;lOMIIUl40aICULTUU. Wis. Crop aod JJy.wdl: JleporUGc 8IrYia. 
BulL 140, 148 pp. 111m.. 193:1. 

1 U.S. DeDN1mento' Commert!e. C .... ol Aplea)ture 19305~ •. 1. 



FARMERS' PURCHASING ASSOCIATIONS IN WISCONSIN 3 

pasture and hay crops (table 1), and approximately another third to 
the production of the three major feed crops-oats, corn, and barley. 

The farming operations carried on by Wisconsin farmers require 
considerable expenditures for such farm supplies as petroleum prod
ucts, feed, seed, fertilizer, farm machinery, and dairy equipment. 
Unfortunately, statistics are not available to show the amount of 
these annual expenditures. Some indication of their importance, 
however, may be had from the 1930 census data' which show that 
farmers' purchases of feed in 1929 amounted to $31,086,790, and 
those for fertilizer, to $2,133,377. The 1930 census figures show that 
farmers operated in that year 50,200 tractors, 51,800 trucks, and 
176,800 farm automobiles. On the basis of these figures and estimates 
of farmers as to the quantity of petroleum products used per farm, 
the annual expenditures for petroleum products can be estimated at 
approximately $25,000,000. When one also takes into consideration 
farmers' expenditures for seed, binder twine, farm implemeots, farm 
machinery, equipment, insecticides, fence and fence posts, cement, 
paint, salt, 'and other supplies required in the operation of a farm, the 
total annual expenditure for farm supplies probably amounts to about 
$75,000,000.' 

On the basis of the information obtainable, it is estimated that 
about 15 percent of the farm supplies in the State were purchased 
cooperativaly in 1935, although the total supplies handled at retail by 
cooperatives represented about 19 percent of the annual expenditure 
indicated above for farm supplies in the State. Some of these ass0-

ciations, however, handle household as well as farm supplies, and a 
limited amount of business is carried on with patrons who are not 
farmers. 

Tbe relative position of cooperative purchasing associations in the 
handling of specific products not used solely for agricultural produc
tion purposes would vary considerably from the above estimate. 
The most autheotic figures covering this point are probably for 
petroleum products. Cooperative associations handled 5.1 percent 
of all the gasoline shipped into Wisconsin during the fiscal year 
1935-36. In 25 rural counties tbe cooperatives handled over 10 
percent of the gasoline, and in 3 of these the proportion handled by 
cooperatives was from 20 to 30 perceot of the total. In several com
munities, cooperative purchasing associations are the leading retail 
agencies for particular typea of supplies. 

I U. B. Department at Commeros. nn'UN1'B: ONaUS OJ' TIl& \1NlTaD 8'U.TIt81930. AG1UCUl.TUltI., v.~. 
t For IIIStlmatfa of annual purobues of Ieleoted commodities (or a WboomiD. farm. see table 81 otWUKX)NBlN 

.&.GBICVl.l'V1Ut. cited In [ootIlote 1. 



Development of 
Cooperative Purchasing in \Visconsin 

T HE FIRST definite attempt to develop cooperative purch88ing 
in Wisconsin started as early as 1844 with the establishm .. nt in 

Fond du Lae County of the Wisconsin Phalanx, a soci .. ty motivated 
hy the cooperative idealism of Robert Owen, Charl,;s Francois Fourier, 
&.nd Horace Greeley. The Wisconsin Phalanx undertook to establish 
a system of cooperative living, with all memhers of the community 
working on a profit-sharing basis. This group coloruzed a 2,OOO-acre 
tract of land &.nd constructed community lodgeS, a sawmill, nnd a 
gristmill, and purchased cooperatively supplies incidental to the 
general farming operations. The society had 151 members at the 
end of 1841, but was dissolved in 1850, because some of its members 
preferred to carry on their economic activities unencumbered by ita 
rules &.nd regulations. I 

Numerous farmers' clubs were started in Wisconsin about 1850. 
Many of these endeavored to provide farmers with an economical 
source of farm supplies, but they were for the most part loosely 
organized and poorly financed. 

Influence of General Farm Organizations 

The development of cooperative purchasing in Wisconsin h .... 
been greatly encouraged by general farm orgaruzations. The N ationul 
Grange of the Patrons of Husbandry, the Farmers' Alliance, tbe 
WlSCOnsin Society of Equity, the American Farm Bureau Federation, 
and the Fanners Educational and Cooperative Union of America have 
all sponsored cooperative purchasing as a means of improving rann 
conditions. 

Th.~ G,.ang~ 

The Grange gave direction to the first State-wide attempt to pur
chase farm supplies on a cooperative basis. The first grange in 
Wisconsin was organized in Adams County in January 1811. The 
movement spread rapidly, with the formation of the Wisconsin State 
Grange in June 1811. By January 1815 there were 505 granges in 
the State. By July 1, 1816, however, the number had fallen to 294." 

'For a tan dbcusdon ofthle IntenBttnc aperlmmt and tbefflUODl (.or ita; taOun. -= flltaledWl«'muld. 
ncoND BlZlOfUL JlUOft OJ' 'rJd. lma& .... u 01' UBOJI, ". DlDtnma.U. ft ... ~ .lat6-1886. m pp. lIM. 
8eepp.1S8-me • 

• Buet. 8. 1. mE GUlIOD Xon: .... 'Z'. 3M JIP.~ mas. Cambridp. M-. 11'13. (BarYard Hilt. 
S_ v • .., Table -. p .... 
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FARMERS' PURCHASING ASSOCIATIONS IN WISCONSIN 5 

These local granges customarily undertook to enable their members to 
buy and sell t<> advantage. At first the granges endeavored to have 
their members patronize certain dealers who would agree to give a 
discount to grange members. This practice usually worked for a 
short period, but other merchants BOon offered grange members the 
S8JIle discounts, and this caused the members to distribute their 
patronage. This so-called "boycott" plan, therefore, soon proved 
impractieal since it was difficult to keep grangers together in dealing 
with the selected firms. Many of the granges endeavored to overcome 
the disadvantages of the boycott plan by establishing business agents. 
The business agents assembled orders for supplies needed by granges. 
They then arranged with manufacturers or city wholesalers to fill 
these orders. Oftentimes the grange agent had no place of business 
other than his home. This system was of only temporary benefit, 
and it did not provide the basis for a permanent business system . 

.Although at first the National Grange had taken only a minor 
interest in the business aspects of the granger movement, it soon 
became apparent that such activities could be developed only with 
the adoption of a definite plan. After extended study and dis
cussion, the National Grange, therefore, in 1875 recommended a 
plan of setting up cooperative associations according to the Rochdale 
principles of cooperation! A number of the Wisconsin granges, 
many of which had been operating on an agency basis, thereupon 
organized cooperative stores on the general pattern suggested by the 
National Grange. The Brandon Cooperative Mercantile· Associa
tion' in Fond du Lac County, which was established in 1877, affords 
an illustration of how grange stores were organized and operated. 
This store had 50 initial stockholders. The authorized capital was 
$10,000, with shares of stock valued a.t $5 each. The associa.tioll 
provided for the pa.yment of "10 percent interest on capital, paya.ble 
in new stock," and for distrihution of any balance of net income to 
stockholders in the form of stock in proportion to the amount of goods 
bought during the year. 

The Wisconsin soote Grange had a.ppointed a. State a.gent in 1871 
for the purpose of making contracts and generally supervising the 
buainess features of the order. In 1875 this service was placed on a 
hetter business ba.sis with the establishment of a. regular business 
agency in Milwa.ukee. For several years this a.geney provided grange 
agents, grange cooperative stores, a.nd individual farmers with an 
extensive buying service. Work of the Soote ageney was described 

fBee: N.Uo!l&l ~oftbe PatromofBus"bandry;noaDlNG8oJ'nm NllffliAJiliVll BBfDlOK.1875,. 
pp. 93-100: PKOCD:DlNGa OI'UB HIi1'8 A,JiNU4L H6S10N. 1876. pp.l ..... l62; and l'IlOCU:DlNGB OJ'TBB uvu· 
TD:1I'l'a .4NNVAL uauoN, l883, pp. 18-iO. See also Knapp. 1. G •• and Lister. J. H.~ OOOP&&6.TlVll PU&CII£ao 

INO or .. ARK SUPPI..lD. Farm. CNdit Administration. CooperaHve Dlviltou, Bull. 1, 92 pp. mus. 1931.
S.pp.s.-llL 

• See ntarenoe cited. in footnote 4. pp. D-_ 



6 FARM CREUIT AnMINI;;TRATION 

by the State agent in 1886.' He reported that the ageney attempted 
to make large bulk purchases for distribution among its membprI, 
and that annual sales at that time amounted to about $100,000. Con
siderable savings had resulted from the handling of binder twin .. , 
barbed wire, "land plaster," and other goods largely used by farm"",. 

Although the early cooperative effort of the Grange subsided about 
1885, this activity demonstrated that the Rochdale type of coopera
tive association (which provided for the sale of goods at prevailing 
prices and the distribution of savings according to patronag") ofTpM'd 
the most promising basis for further cooperative effort. While the 
Grange has not continued to playa conspicuous role in the devp)op
ment of cooperative purchasing in Wisconsin, it has never ceased to 
advocate cooperation as a means of improving agricultural conditions, 
and has given support to the formation of lot'.ai farmers' purchasing 
associations whether or not affiliated with the Grange. 

In some counties the Grange still plays an active role in llJ!8isting 
farmers to buy supplies cooperatively. The 1932 proc.eedings of the 
Wisconsin State Grange ,. carried reports of 40 local, or subordinate, 
granges which indicated that they bandled farm supplies. Ths re
ports of 18 otber local granges made no mention of this type of busin_. 
Supplies handled consisted mostJy of twine purchased through the 
business department of the State Grange. This agency pooled the 
orders for 600,000 pounds of binder twine in 1935. Cedar posts aTe 
also being bandled in considerable volume through the Grange busi
ness departments. The reports of many of the local granges incli
cated that contracts were made with private dealers, calling for dis
counts on gasoline and oil and, to a lesser extent, on feed and fertilizer. 
The volume of such business handled was generally email, seldom Illl
ceeding a few thousand dollars annually. These local granges operate 
largely as buying clubs rather than as typical supply associations. 

Wisconsin Society of Equity 

The next major impetus to cooperative purchasing in Wisconsin 
was given by the Wisconsin Society of Equity, which was organized in 
1902." This society was a member of the American Society of Equity 
which was active in several Midwestern States at that time." Tlifl 

t See retsnmce cUed in toomo&e G, pp. 21D-2l1 and ~. 
II WlsooDsID State Of8DB8. lOuaJlAl. fR ftWCKCDDIOII or ftI& IID:TY.ftJI8'f ""-1141. u.roJf. )Of pp. , .... 
n Although the Farmen~ AlliaDee lunrf!orwllll WI8coDItD fnIm about 1886 to JIJIiIe aDd pYeIOlDe iIGICID"W~ 

acemat toagricaJtmU cooperaUon.lt.lI tnflntlooe 011 tbedevelopmeot of ~ve pqrclJaItar' .... oImiDor 
aignHlC8D08 wben compared. with tbe eft'ortI -of the Oranp and tbe EqnH.,. In the alate. fa ....... tI 
encmJIBI'Id farmers to deal t.broosb apnts In 1be way delJnibed abo9'e far the Oraap. 

11 For further Information aee: Wiest., E. .t.4&EUL'rUUL OBG.UIJUTIOS IJf 'lB. UIO'fD ".ana.. , .. PIP., 
IIIaL 1923. (Ky. UDl'f'.8tudIalBcoo.and8oc. 1'.2.) 8eepp.&H-m. 



FARMERS' PURCHASING ASSOCIATIONS IN WISCONSIN 7 

efforts of the Wisconsin Society of Equity were at first directed prin
cipally toward the organization of cooperative associations for handling 
livestock, grain, potatoes, and general produce. Many of these 
cooperative marketing associations soon began to handle farm supplies 
as a supplementary activity, which for Borne of them developed in a 
few years into their major or sole activity. 

As cooperative activity grew, the Wisconsin Society of Equity 
organized the Wisconsin State Union of the Ameriean Society of 
Equity. The Wisconsin State Union endeavored to serve as a broker 
or central purchasing agency for the sale of produce and for the pur
chase of supplies for the local Equity organizations. Arrangements 
were made with wholesale agencies to ship such supplies as seed, feed, 
flour, twine, and coal direct to the local Eqnity exchanges. The 
Wisconsin Society of Equity, moreover, was largely responsible for 
the establishment in 1911 of the binder-twine plant in connection with 
the State Prison at Waupun. The price of binder twine was greatly 
reduced through the operation of this plant. 

The period of high prices following the War caused the Equity to 
overexpand its business operations with the result that the organiza.
tion accumulated considerable indebtedness which seriously threatened 
its future. This caused a general curtailment of activity, for this 
indebtedness was not recorded as paid until 1924. Moreover, the 
Equity, like the Grange, found it difficult to harmonize the efforts of 
its business undertakings with its general interests, and with this 
program of retrenchment, many of these local business associations 
withdrew from the parent organization. The membership of the 
Wisconsin Society of Equity declined rapidly after 1920; in 1919 the 
sorlety claimed a membership of 40,000, but by 1927 it had declined 
to 4,200, and by 1934 to 1,700. In 1934 the organization combined 
with the. Farmers' Union under the name, "The Farmers' Educational 
and Equity Union of America, Wisconsin Division."" 

The extent to which the Equity organizations influenced the 
development of cooperative purchasing in Wisconsin can scarcely be 
overemphasized. While the early granger movement in Wisconsin 
had encouraged the development of cooperatives to purchase supplies, 
the Wisconsin Society of Equity gave more attention to the formation 
of associations which could be used for marketing such products as 
livestock, grain, and potatoes, as well as for the purchase of basic farm
production supplies. It is significant that 25 percent of the supply 
associations operating in Wisconsin in 1935 showed definite signs of 
Equity influence during their early periods of operation. For illustra
tion, 31 general warehouses, 22 combination associations, 7 petroleum, 

It The Farman' EdllCMloaal-and Equity Unlondoes notdIrectly carryon eooperntlvellurehasina acuvit)" 
built~thewortolthehrmtQVQlODc.tralB~l.QWbooasUa. Seep.lO. 
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2 general-store, and 3 marketing and purchasing A880<'iatiOlIl', ofl"rat
ing in 1935, started as Equity organizations. 

Wisconsin Farm Bureau Federation (Coopera/ie.e) 

The Wisconsin Farm Bureau Federation (Cooperative) of Ma.li""n, 
Wis., has also contributed significantly to the development of ('ooprr
ative purchasing in Wisconsin. This organization WIUI establislll·d in 
1921 with the declared intention of improving methods of producing 
and distributing farm products. Throughout its existenre it hlUl 
striven to help farmers obtain supplies of good quality at satisrac
tory prices. At first the Farm Bureau encouraged groups or its m .. m
bers to make arrangements with iOt'al dealers to obtain standard 
articles at a discount. Later, the members were encouraged to pool 
orders for supplies and purchase them on a car-door deli very basis. 
Such informal methods or cooperative purchasing were gradually 
superseded by the establishment of warehou8<'8 in the soulhern and 
central portions or the State, where the Farm Bureau memb .. rs were 
largely concentrated. This development encouraged the Wisconsin 
Farm Bureau Federation (Cooperative) to provi.le wholesale service 
for these warehouses, and such sales sin('e 1934 have averaged over 
$200,000 a year. Feed, seed, twine, fertilizer, and petroleum prod
ucts have been the principal commodities handled. 

In February 1937, the cooperative purchasing work of the Wiscon
sin Farm Bureau Federation (Cooperative) was transferred to tbe 
Wisconsin Cooperative Farm Supply Co., which W&8 established to 
serve as a wholesale source of supply for local Farm Bureau pnrch ...... 
ing associations. For further information Bf.>e pages 106-109. 

Influence of Cooperative Wholesale Associations 

A second major impetus to cooperative purchasing in Wisconsin 
during the last 20 years has been the development of htrge-scale _ 
cmtions expressly to provide wholesale service for local cooperatives. 
Many local associations have been organized with the advice, encour
agement, and assistance of these wholesale organizations, which afford 
an economical source of supplies on a cooperative basis. The major 
organizations of this type have been the Central Cooperative Whole
sale, the Midland Cooperative Wholesale, and the Farmers Union 
Central Exchange. Wholesale service has also been provided by Land 
O'Lakes Creameries, Inc., and other association. which are briefly 
descrihed here. 

Cmtral Cooperative Wholesale 

The Central Cooperative Wholesale, of Superior, Wis., was started 
in 1917 as a central cooperative purchasing agency to serve coopera
tive associations located in northern Minnesota, Wisconsin, and 
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:Michigan. Its business has expanded until it has become the largest 
general-store cooperative wholesale in the United States. In 1936 it 
provided wholesale service for 106 affiliated cooperative associations, 
which ope ..... te largely as low coope ..... tive retail stores, and for some 70 
nonmember low associations. In addition to farm supplies and 
petroleum products, it hlUldles groceries, bakery goods, work clothing, 
hardware, building material, store fixtures, and other general mer
chandise. The aggregate va.!ue of these supplies he.ndled in 1936 
was $2,845,741. Only 18 of its member retail associations are located 
in northern Wisconsin. These associations purchased $389,841 worth' 
of supplies from the Central Cooperative Wholesale in 1936. A num
ber of low Wisconsin cooperative associations not directly affiliated 
with the Central Cooperative Wholesale a.lso obtained supplies through 
it; these sa.les amounted to $17,419 in 1936. It is of interest that joint 
studies have been initiated by the Central Cooperative Wholesale, the 
Midland Cooperative Wholesa.!e, and the Farmers Union Centra.! 
Exchange for the purpose of considering the possible cooperation of . 
these three wholesales, and perhaps other groups, in the establishment 
of region a.! warehouses or branch wholesa.!es in other parts of Wisconsin 
and Minnesota. (For further information see pages 82-87.) 

Midland Coop~rativ~ Wholuall! 

The Midland Cooperative Wholesale, with headquarters in Minne
apolis, was organized in 1926 as the Minnesota Cooperative Oil Co. 
The Midland has the distinction of being the first cooperative whole
sa.le association established in the United States to dea.l primarily in 
petroleum products." It confined its husiness largely to Minnesota 
until 1928, when it began to distribute petroleum products extensively 
in WlScousin. It adopted the name Midland Cooperative Oil Associa
tion in 1930 to indicate that its activity was not exclusively in the 
State of Minnesota. In 1934 the name of the organization was changed 
to its present form, Midland Cooperative Wholesale, in order to 
indicate further that its business is not limited to petroleum supplies. 

The Midland Cooperative Wholesale at the end of 1936 eerved as a 
wholesale purchasing association for 148 retail member cooperative 
associations, 65 of which were located in WISCOnsin. In addition 
approximately 30 nonmember cooperative associations. purchased 
supplies from the Midland. The tota.! va.!ue of supplies distributed 
by the Midland to these WISconsin associations during 1936 amounted 
to $1,115,591. This was approximately 37 percent of Midland's tota.! 
business in 1936. The major supplies distributed by the organization 
have been petroleum prodUCts. In addition, it handles automotive 

It Th& elU'ly ~ or the MIdland Cooperative Wbolesale Is cfV8D. by J'rohr. B. Jr,. and Prlee. 8. 8. 
OBO.l.NW.TlOlf IJfD K.utl.OSKUt' PBOBI.S.JIS 0. 000l'lUU."DV'& GO. .l8!JOC1.&.'lIOlf8 IN JWOBSOT.. U. 8. 
~. qr. Clrc. 8t\ 48 pp. IVA 
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accessories, equipment, steel and wire, paint, l'Bdi08, and ....... tri ... 1 sup
plies and appliances. (For further information _ PBK"" 81-94.) 

Fa,.mns Union Central Exdlangt 

The Farmers Union C ... ntral Ex("han~, with h .. ad'lu ............ in Ht. 
Paul, Minn., was organized in 1927, undfT the name Farm"", Pnion 
Exchange, as a subsidiary of the Farmers Union Terminal A~i.
tion-a regional cooperative grain-marketing agen .. y aHiliaU>d with tht' 

.Fanners' Educational and Cooperative Union of Ameri .. a. Th .. 
Exchange was pIa..ed on a more definite ('ooperative bMis by a ...... 
organization in 1931, when it was incorporatRd with its PJ1'R('t)t naml' 
under the Minnesota Cooperative Law. The reorganization plan 
provided for distrihution of petroleum and othpr supplies throll~h 
local cooperative associations and branch agencies. At the end of the 
fiscal year 1936, the Farmers Union Central Exchan~e was 8f'rving 233 
local cooperative associations and 9 local bran("h ~enMes. At that 
time 36 of the cooperative assoMations and 3 of the branch a~nM'" 
were located in Wisconsin. The total value of supplies distrib"r...d by 
the Farmers Union Central Exchange in 1936 amoun1Pd to $3,7R3,992, 
and of. this, $1,144,403 represenlPd sales made to the local_iationa 
and branch agencies in WlSCOIlSin. The supplies distributed by the 
Farmere Union Central Exchange have been mainly petroleum prod
ucts, and in addition, automotive accessories, farm m&("binery, feed, 
Hour, and twine. (For further information, see p~es 94-102.) 

Land O'La/us Cuamtries, Inc. 

Land O'Lakes Creameries, Inc., with headquartere in Minne
apolis, operates primarily as a marketing federation for cooperative 
ereameries loealPd in Minnesota, Wisconsin, and a f .. w other nearby 
States. In 1923, the Land O'Lakes established a creamery-machinery 
and supply department in order to enahle its m .. mber creameries to 
purchase supplies needed in the manufacture of butter and other 
dairy products at the lowest price and in the most economical manner. 
This department has grown until it is the largest single distributor of 
creamery machinery and supplies in the Central West. Its volume 
of supply business in 1936 reached a total value of $1,619,342. 
Approximately 194 WISCOIlSin creameries made use of the service 
in 1936, obtaining through it supplies valued at $251,860. 

In 1930 Land O'Lakea Creameries, Inc., established a feed depart
ment to provide a source of feed to be distribulPd by creameries 
and elevators. This department handled in 1936 eommercial feeds, 
fertilizers, seeds, and other farm supplies, having a total value of 
$962,718. Approximately 10 pereent of these supplies were distrib
uted to local creameries and elevawl1I in Wisconsin. (For further 
Wformation _ pp.1(}2-106.) 
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Other Large-Scale Cooperative Purchasing 

In addition to the above large-scale associations, there are several 
district cooperative groups which handle farm supplies. The South
eo.stern Wisconsin Fruit Growers Cooperative, with headquarters in 
Waukesha, serves as sales and supply-purchasing agentfor five county 
units. The principal supplies handled are cartons and boxes, insecti
cides, and nursery stock. The net sales of these commodities amounted 
to $14,509 in 1936. The Wisconsin Cranberry Sales Co., at Wis
consin Rapids, which markets approximately 85 percent of the cran
berries grown in Wisconsin, furuished its members with boxes, in
secticides, weed killer, and labels, with a total value of $36,850 in 1936. 
The Fruit Growers Cooperative, with headquarters at Sturgeon Bay, 
in addition to serving as a marketing agency, furnished growers with 
supplies valued at $35,402 in 1936, for use in the production. of fruit. 
The Wisconsin Cooperative Creamery Association provides loeal 
creameries in western Wisconsin with such supplies as neutralizer, 
washing powder, cans, and salt. The wholesale value of supplies so 
distributed amounted to approximately $25,000 in 1936. The Pro
gressive Farmers of Wisconsin Cooperatives, established in 1930, is a 
federation of seven local associations in eo.st central Wisconsin. The 
local associations generally handle petroleum products and other farm 
supplies, and sell these supplies to members on a. cost-of-goods-plus
expense basis. The Progressive Farmers of Wisconsin Cooperatives 
has served mainly to coordinate the activities of the local associations 
by a.lfording an opportunity for discussion of common problems. It 
does not provide business service for its affiliated local associations. 

In three other instances general warehouse associations have com
bined to obtain the advantages of quantity buying, In western 
Marathon County an informal orgauization of nine associations 
purcho.ses binder twine and other articles in bulk quantities. The 
Central Cooperative Warehouse Association serves in a. somewhat 
similar manner 12 general warehouse cooperatives located in Sauk, 
Juneau, Monroe, and Vernon Counties. The managers meet monthly 
to discuss general operating problems and to pool carload orders for 
supplies that cannot be purchased advantageously by single associa
tions. Likewise, a group of local purchasing associations has been 
buying supplies collectively in the vicinity of Appleton. During the 
fiscal year 1936-37 this org0.ni2.ation handled under the name Fox 
River Co-<>p Wholesale $93,000 worth of supplies for its member locals. 

Assistance by Governmental Agencies 

Cooperative purchasing associations in Wisconsin, as well as other 
types of cooperatives, have for many years had the assistance of 
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governmental agencies. In 1885 Frank A. Flower, the W'l1!<'-OnAing 
Commissioner of Labor and Industrial St4ltistics, pn>parNlll romp"'" 
hensive report on cooperation in the United States and in Wisconsin." 
Although he was primarily interested in industrial forma of coopera
tion, he also directed attention to the formation of cooperative 810lIO

ciations by farmers. Largely through the efforts 01 Mr. Flower, the 
first Wisconsin cooperative law was enacted in 1887. 

The College of Agriculture of the University of Wisconsin has long 
aided cooperative associations through its department of agricultural 
economics and its agricultural extension division and through county 
agents and extension specialists. Through the Agricul tural Ex peri. 
ment Station it has studied the activities of cooperative associations, 
and has used the findings thus obtained to 'guide the efforts of the 
Agricultural Extension Service staff in giving direct educ4ltional aid to 
groups of farmers in the organization and operation of cooperatives, 
of both the purchasing and the selling types. Beginning in HII3 the 
College of Agriculture has given courses in principles and practices of 
agricultural cooperation. 

Since 1919 the Wisconsin Department of Agriculture and Markets 
has assisted cooperative associations in their organization, legal, and 
accounting problems. This department has provided, on II fee bBSis. 
an auditing service which in 1935 was used by approximately 25 per
cent of the farmers' local purchasing associations in the State. The 
Department of Agriculture and Markets, as an administrative body, 
is authorized to hold hearings at the request of farmers' organizationll 
and issue orders relating to trade practices. 

Services of the Federal Government have likewise been available 
to agricultural cooperative associations in Wisconsin. The Coopera
tive Marketing Act, passed in 1926, provided for research, service, and 
educational work relating to agricultural cooperatives which engage 
in marketing, purchasing, or in rendering other services to fannel'll. 
The Farm Credit Act of 1933 provided for the establishment of a 
Central Bank for Cooperatives and 12 regional banks, which make 
loans to cooperative associations of agricultural producers." 

It is difficult to measure the effect of the encouragement or _ist
anee of general farm organizations, larg/H!Cale purchasing associa
tions, or Government and educational agencies on the development 
of local purchasing associations. Undoubtedly, however, local needs 
and conditions have been the major factor in the formation of such 
associations. The particular significance of the activities of these 
general agencies has been to accelerate the develoDment of coopera
tives and give them general direction. 

II See retEftnce dted Ja footDota I. 
U: Tbe S,- Paul Bauk ,. CooperaUv. JIeI'V«t ~ io W1IcouIIa. 



Legal Basis of 
Cooperative Purchasing in Wisconsin 

EARLY cooperative purchasing associations established by the 
Grange were handicapped by the lack of a law which specifically 

recognized the cooperative form of business enterprise. Corpora
tions organized under the State corporation acts were required to 
give each person the right to vote in proportion to the number of 
shares of stock owned. This provision caused many of the early 
incorporated cooperative associations to gradually assume the char
acteristics of private corporations, since it was not possible to vest 
control in the membership irrespective of their stock holdings. A 
Wiscousin law was enacted in 1881 to meet the specific needs of c0-

operative associations. The essential characteristics of this law 
have been described by Nourse:" 

It provided for carrying on "any trade or business" on the "mutualf recip
rocal, or cooperative pl&n, JJ and required that no member should hold more 
than one office at & given time. It had a limited-liability provision, re
quired &ales to nonmembers to be for cash, and provided that one association 
might own shares in other similar associations, but that such holdings might 
not exceed a one-third interest, nor might the owner aasooiations have more 
than one vote. There was also a provision that lfnevcr under any circum
stances" might the association contract debts in excess of two-thirds of its 
paid-up capital. Its voting clause said: uMembers and not shares of stock 
shall vote in electing officers and transacting any business of the 8830cia.tion 
of whatsoever nature, but no proxies sha.U. be allowed." 

While the act of 1881 provided a basis for cooperative incorpora
tion, it did not fully meet the needs of farmers since it was designed 
primarily to serve IlB a basis for the formation of industrial coopera
tives. The cllBh requirement in sales to nonmembers and the pro
vision that an association could not contract debts in excess of two
thirds of its paid-up capital did not work out satisfactorily in actual 
experience. With the development of the Equity movement after 
1901, a strong sentiment developed for a cooperative act which would 
be better adapted to the needs of agricultural marketing and pur
chasing associations. Under the inftuenee of the Equity and the 
Right Relationship League ,. the act of 1881 was repealed in 1909 and 
replaced in 1911 by a more comprshensive cooperative law which 

If Nouree. B. G .. 'hUt UO£.L 8'U!I'U8 cw .t..OUCUL"1J]LU. COOPDA.'ftOH. us pp., Auaust 1027. N. Y. pp. 
'¢lH. 

11 Th& RlJ:ht 8elatlonshlp Leque was an orpnisaUon prImarily conoerned with Ute promotton 01 aU 
~ of ooopcaUve enterpriM ill MUmeeoIa BD4 WIaocmsin. It was aet1T6 for several,.an after 1908. 
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long served as a model for cooperative laws in a numbt.r of otb .. r 
States. 

The Wisconsin cooperative law of 1911 specifically r..cognw.d 
limitation of capital holdings, democratic voting, and diRtribution 
of earnings on a patronage bll8ia-three fundamental principleA or 
Rochdale cooperation. This law has been amended in some par
ticular in practically every 8e88ion of the State l .. gislature since its 
enactment, and the total effect of such amendments haa been to 
materially modify and enlarge its main provisions." 

Furthermore, the State of Wisconsin gave special recognition to 
cooperation in 1929 when it established a Division of ('ooperntivl' 
Marketing within the State Department of Agriculture and Mark .. ts. 
Another Wisconsin act in 1935 is of special importance since it giv .... 
further recognition to cooperation as a matter of public policy. 
This act makes the teaching of cooperation mandatory in the pu blie 
schools of the State, and is unique in that it is the first law of this type 
to be enacted in the United States. It provides that "every high 
school and vocational school shall prescribe adequate and e""""tial 
instruction in cooperative marketing and consumers' cooperatives," 
and that "the governing boards of the university, State teachers' 
colleges, and county normal schools, shall provide in their respective 
institutions adequate and essentisl instruction in cooperative market
ing and consumers' cooperation ..... 

The effect of State legislation passed since 1887 has been to provide 
a sound legal and educational baais for cooperative purchasing 888OCi~ 
tions. These associations now have few legal problelJUl in their 
operations that are not common to other forms of business orgaJilza.. 
tion, since they generally conduct business on an ordinary purch_ 
and-sale basis without resort to membership contracts. Like other 
business organizations, cooperative purchuing flS8Ociations must 
comply with State and Federal regulations relating to such matters 88 

workmen's compensation, social security, unemployment insurance, 
and the payment of property taxes. As noted later, farmers' ooope~ 
tive purchllSing associations which comply with certsin conditions 
may receive exemption from the payment of income taxes. 

The legal status of cooperative purchllSing flS8Ociations in Wisconsin 
has been further strengthened by Federal laws which have favored 
agricultural cooperative flSSOciations 88 a matter of public policy. 
Among laws of this type reference ahould be made to the Capper
Volstead. Act of 1922, which clearly established the legality of agricul
tural cooperative flS8Ociations; the Cooperative Marketing Act of 1926, 

.. CopiM of the WbIcooIin statutet pertai.aI.ng to \be eoopentIva lII&7 be ~ fha ..,.. ~ 01 
State" or the DeJmt,ment of AcrtrWtan &Dd MarbI.I,. 8taUo O&pJwI. MadJIoo. W t. . 

• As noted above. p. 12. u.. W1sooDaI:D CoUep 01 ApIcaJtare ..... maJl7 ,..n bat lJrO'FidIwl ~ 
In ecrlcuIwral cooperattoo. 
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which provided for educational and research work related to agricul
tural cooperative associations; the Agricultural Marketing Act of 
1929, which created the Federal Farm Board and authorized and 
directed it to "encourage the organization, improvement in methods, 
and development of effective cooperative associations"; and the 
Farm Credit Act of 1933, as amended, which provided for the estab
lishment of the banks for cooperatives, and authorized them to make 
loans to cooperative associations of agricultural producers which 
comply with one or both of the following requirements: 

First.-That no member of the association is allowed more than 
one vote because of the amount of stock or membership capital he 
may own therein; and 

Second.-That the association does not pay dividends on stock 
or membership capital in excess of 8 percent per annum. 

In any ease the following is required: 
Thin#.-That the association shall not deal in farm products, 

farm supplies, and farm business services with or for nonmembers 
in an amount greater in value than the total amount of such 
business transacted by it with or for members. All business 
transacted by any cooperative association for or on behalf of the 
United States or any agency or instrumentality thereof shall be 
disregarded in determining the volume of member and nonmem
ber business transacted by such association. 

The legal status of cooperative purchasing associations in WISCOnsin 
has· also been recognized by Federal and Wisconsin revenue laws, 
under which eligible farmers' COOperativ41 associations have obtained 
exemption from the payment of Federal and State income taxes. 
In order to secure exemption from the payment of Federal income 
ta:", an association must comply with the following conditions: 21 

1. The associations must be both organized and operated on 
a cooperative basis for the purpose of marketing products and 
returning the proceeds, less necessary e:<penses, to the producers 
on the basis of either quantity or value of the products marketed; 
or for the purpose of distributing supplies to farmers at cost plus 
necessary expenses. One association, of course, may engage in 
both activities. 

2. Substantially all of the stock (except nonvoting stock, en
titled only to fixed dividends and to redemption at the price for 
which issued) or of the voting memberships in nonstock corpora
tions, must be owned by producers who patronize the association. 

3. In regard to an association's marketing business, producers 
who are members and producers who are nonmembers must be 

It See Knapp. J. 0., and LbW,J. H .• ooopaunu, PUBCIWWm Of' r.lUI.m~ lNl1l Cndi& A4-_.<" ... pemI .. I>I_BuII.I.O>pp.W ... _p.8i, 
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The average amount of income tax paid by the 68 associations of 
all types, which paid income tax, amounted to $174 per association. 
Information gathered in this study suggests that most of the associa
tions which paid Federal or State income tax in 1934 could probably 
secure exemption by making a few changes in their methods of organ
ization or operation. The importance of making such changes is 
indicated by the amount of average income-tax payments made by 
the associations which had not secured exemption. 

TABLE 2.-NI1MBER AND PERCENTAGE OF 149 FA .... EllS' LoCAL PUR

CHASING ASSOCIATIONS IN WISCONSIN, W,TH NET INCOMES IN 1933, 
PAYING FEDERAL Oil STATE INCOME TAXES IN 1934 

Total 
Associations reporting payment of- Percent-

85'0-
&gem 

eia~ Federal associ&-
Type of associ&tion t 

tiODS 
Federal Slate and Any No in- t.ions 

re.po_rt. 
income income Slate form of come paying . lax tax income mcome lDg only only income t-ax tal< tal< tax 

Num- Nu"... Nu .... Num- Num- Num- Per-
bllT bllT ber beT beT beT cem 

Petroleum ____ ___ _ . __ 49 16 None 1 23 26 47 
lVarehouBe __________ 34 14 None 4 18 16 53 
General-store __ ______ 11 2 None 1 3 8 27 
COmbination _________ 50 15 None S 23 27 46 
Marketing ____ _______ 5 1 None 0 1 4 20 

AU ___________ 149 48 None 20 68 81 46 



Type and Location of Local Purchasing 
Associations in Wisconsin 

FARMERS' local purchasing associations in Wisconsin <,an be clUB
sified for general purposes in four main groups or types: (1) 

Petroleum associations, which handle primarily petroleum products 
such as gasoline, kerosene, distillate, lubricating oil, and gren8l'; (2) 
warehouse associations, which operate warehouses lor the sale of 

• 
• • 

• .. 
• • .. 
• 

TYPE OF ASSOCIATION 

• Pe'tnllaum 
• &nUtll WcvehOClM 
• G.neral SttNG 
CJ Comblnflt/Mt 

Ii Marlteim9 

• 
• 

... 
• • • .. .. 

• • .. • ., I 

• • g • 

• 
FIGURE I.-LoCATION OF FAIlKE1tS' LoCAL PURCHASING ASSOCIATIONS 

IN WISCONSIN, 1935. 

Although tbe farm.we:upply auociatioot are diltributed generally throuS-hout the State. ttuy 
are most common in the main c:rop-produdog ateafj that it, the toUtbml two-tbirdt of 
die State. 
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feed, seed, a.nd other general farm supplies, a.nd which frequently 
grind a.nd mix feed and conduct an ordinary grain-elevator business; 
(3) general-store associations, which handle staple household supplies 
and limited lines of such items as feed, seed, and twioe; and (4) 
combination associations, which combine the handling of petroleum 
products with a warehouse farm-supply business. The associations 
which fall into the fourth class are not so clear~ut, with reference to 
type of service provided or commodities handled, as the associations 
of the first three types. 

In addition, farm supplies are some tunes handled by farmers' 
marketing associations, and by buying clubs which are usually loosely 
organized unincorporated association~ with little or no capital or 
facilities. The location of the local associations in Wisconsin, ac
cording to type, is shown in figure 1. illustrations of representative 
associations of each of the four types appear in figure 2. 

The cooperative purchasing associations are quite generally dis
tributed throughout the State, although they are most numerous in 
the main crop-producing areas. While the oil associations are located 
throughout the State, the general-store associations are found largely 
in the northwestern a.nd east central parts; and the warehouse and 
combination associations in the southern and west central sections. 
The cooperative marketing associations which handle farm supplies 
are mostly creameries located largely in Burnett, Polk, Barron, and 
Trempealeau Counties in northwestern Wisconsin. 

Amount of Supply Business, by Type of Asscciation 

In table 3, farmers' local purchasing associations totaling 271, are 
classified according to the value of their annual sales. It will be 
noted that 25 percent of the associations had annual sales of less than 
$20,000, and that 42 percent had annual sales ranging from $20,000 to 
$60,000. Only 15 percent had sales greater than $100,000 per year. 
Only nine associations had annual sales in excess of $200,000. It is 
significant that the associations with the largest volume of sales were 
generally of thewarehouse or combination type. One-third of the gen
eral-store associations had sales of less than $20,000, and ahout three
fifths of the petroleum associations had sales of less than $40,000. 

The 271 local associations studied handled a total retail supply 
business of $13,914,000 .. in 1934 (table 4). The amount of ~upply 

• This ttgur. does not blclud& IIBle8 01 farm products marketed by these assooiationa, which amounted to 
.... B92,ew in 1_. 
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TABLB 3.-TOTAL ANNUAL SALES OF 271 FA .... ERS· LocAL PlIIICH ... INO 

AaSOCIATlONS BY TYPB OF AsSOCIATION, 1934 

Number 0( aMOeiationtt 

Annual ... 1 ... 
Petro- W ....... Ge-nera1~ Comhi- Msrkrt- All 
leum 1 house l 8tore t nation t .ing" lr.-

Under $20,000 •••••• __ 20 11 12 
$2O,OOO-$39,9\l\l_ ••• __ 23 17 5 
$4O,00G-$.1l9,999. _____ 14 10 \I 
$6O,000-$79,9\l\l •••••• 3 9 3 
$60,000-$99,_ •••• __ 6 6 3 
$100,000-1149,_ .. __ 3 9 3 
$150,000-1199,999_. _. -------- 4 ----- _. -
$200,000 and over _____ -------- 5 I 

TotaL ... _ ... _. e9 71 36 

t lDcludes both sJee oIsuppllr!! and _lei of productl marketed. 
Ilnclada!l only aales of auppHee. 

8 17 68 
12 6 63 
18 I fi2 
8 1 24 
8 ------- - 23 
9 -------- 24 
4 --- ----- 8 
3 . - - - - -- - 9 

70 25 I 271 

business done by these associations according to type was as follows: 
Petroleum ............. _ ..... _ ..... ______ . ___ .... $2,931,000 
Wa.ehOUBe •••••. _ •••• _ ••••••• ___ •.•••. _ ...• _ .•• __ 4,249,000 
General-store ......... _ .. _ ... ___ ....... _ . ____ .... 1,786,000 
COmbination .•• __ .•. _._ .•.•.. _ ..••.•.••• _ ..... __ . 4,521,000 
Marketing, with purcbaaing side line. __ • ___ ... _ ... _. 427,000 

Except for petroleum associations, the records did not provide 
sufficient information to permit & complete classification of the supply 
sales by principal prod ucts handled. The sales are classified in 
table 4, therefore, so iar as actual classification could be made. for tbe 
associations of each type. As migbt have been expected, nearly aU 
(98.2 percent) of the supply sales of the petroleum associations con
sisted of petroleum and related products. Of tbe sales of warehouse 
associations, 81.7 percen t consisted of general fann 8U pplies. While 
household supplies represented 75.6 percent of the sales of tbegeneral
store associations, general farm supplies and petroleum products to
gether represented 87.4 percent of the sales of associations of the com
bination type. The bulk of the supplies handled by tbe marketing 
associations as side lines could be classed as general (arm supplies. 
For the 271 associations combined, approximately one-third of the 
supply business consisted of petroleum producte; one-half, of general 
farm supplies; and 10 percent, of household supplies. 
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FIGURE 2.-TYPES OF FARMERS' LoCAL PURCHASING ASSOCIATIONS IN 
WISCONSIN. 

A.. Servia: station and bulk plant of Farmers Cooperative Oil Co., New London. B. 
Economical "layout" of facilities bclon,ging to Center Valley Cooperative Assoc:i.tion, 
Black Creek, .bowing bulk tanks and service station on railroad .iding. C. Warebouse
type f.ci1itiea operated by Vaiden Elevator Co., Vaiden. D. Home of oldest farmers' 
aeneral~torc cooperative in State, BI.ck Earth. E. Sales and display rooms. feed ele
vator and aervice .tation of • combination ulOOlarlon operated by Algoma Farmers' 
Cooperative Co., Algoma.. 



Operating Record of 
Local Purchasing Cooperatives 

Date of Incorporation 

T HE DATES of incorporation for 416 farmerS' local purch .... ing 
associations and their operating status in 1935 appear in table 7. 

These data do not include unincorporated associations of the buying
club type, most of which have pflSSed out of existence, nor the early 
associations which were organized under private corporation law". It 
is believed that the infonnation for these 416 associations is reasonably 
complete for the period since 1910. Only fragmentary data are 
available with respect to the number and kind of supply association. 
which were organized prior to that date. Information is not included 
for the marketing associations which handle or have handled fann 
supplies. Most of the associations operating in this manner are 
creameries which have taken on the supply busineso since 1930. 

Fully 45 percent of the local supply associations organized since 
1910 were formed during the 6 years 1918-21 and 193~31. All of the 
active petroleum associations in the State have been organized since 
1920, and the majority of them since 1930. 

The age of these associations varied greatly with the type of 8880-

ciation. About 90 percent of the general-i!tore R880ciations were in
corporated during the 11 years, 1911-21." On the other hand, it WBB 

not until 1921 that the first cooperative petroleum associations were 
organized in the State, and sllch associations did not become general 
until about 1930. Approximately 40 percent of the general-ware
house and 45 percent of the combination associations were organized 
during the 3 years 1918-20. 

It will be noted (table 7) that 154, or 37 percent, of the 416.->eia
tions, were not active in 1935. Of these 154 inactive associations, 79 
were of the general-store type. Of the 115 general-store associatiotlll 
organized, only 36 were active in 1935. However, 73 of the 116 combi
nation associations, 84 of the 92 petroleum associations, and 69 of the 
93 warehouse associations organized were active in 1935 • 

• The aIdest poeraI-store UIOdaUoa active lD IJ36. tbe Patroa. MtnaaWe Co, 01 BlIdr B..ut. .,.. fa. 
corparatedm 18M. Tbia..oeiatIou ta.operakJd COIIliDaouU7b'. p!IIiodd 10,.,.. U-1IpN J. p. Il.) 

24 
• 
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TABLE 7.-YEAR OF INCORPORATION AND OPERATING STATUS IN 1935 
FOR 416 FARMERS' LOCAL PURCHASING AsSOCIATIONS, BY TYPE OF 

ASSOCIATION 1 

Associa6otJs Petroleum Warehouse General~tore Combination 
",,,,,,,g associations associations ." ... ,,1000 aasoci&tions 

,; Status in f Staf.u!l1n i Status In I> Status In f Statu!: in 
! • 

Y""'~ , ... , ... 1936 If '936 , ... 
0 

• '!l .. • '!l .. .'!l • .Ill! • : .~ • 

i $-

~ ~ i i $-

I 
$- • • $- • 

~ ~ 
B ~ ~ ~ " ~ ~ • 

11 11 " • 
Z ... ... Z ... oS z ... .a z ... 

--- - -- - - - -- --
PrIor to 1910 ______ • __ .. 11 2 ----- ----- ---- • • , • 3 1 • • • 1910. ________________ , , • ----- ----- ----- • • • • • • 1 1 • 191L _____ • __________ 12 2 I. ----- --.-- --.-- 1 1 • • • • 2 1 1 
1912. _______ • ________ 

'" • 15 ----- ----- ----- • • 1 J3 • 13 1 • 1 uns _________________ 
0 • • ----- ----- ----- 1 • 1 7 2 • 1 1 0 

191" __ • ___ ." ._. ______ .. • 11 .---- ----- ----- • 2 2 • 2 7 • 1 2 
1915 ______ • __________ • • • ----- ----- ----- 3 3 • • 1 3 1 • 1 
l1U& ______ . _____ .. ___ ro 3 7 ----- ----- ----- • 2 • • 1 • • • • 1917 _____ • __________ • .. • 7 .---- --.-- -_._. • 2 • • 1 • • • 1 
UUB. _. ______________ .. 11 " --'-- ""--- ----- • • • • • • ,. • 7 
1919 ___ o. ____ • ___ . ___ .. 26 .. " • 1 11 7 • 16 • 11 24 " 10 
Im _________________ .. ,. lIS ----- ----- ----- 17 11 • 17 • 12 IS • I. 
1921 _______ • _________ .. 17 7 , • 1 • • 2 I. 7 • • • 1 1922 _________________ 

" • 8 • , 2 • • 1 • • • I 1 • 19ZL ______________ w. • • 1 • • • 1 1 • • • • 2 1 1 
1~ ______ .. _____ .. _. ro • 2 , • 1 1 1 • , 8 1 • • • 1926 ___________ • _____ 

1 • 2 1 1 • ·1 1 • 2 1 1 3 2 1 

lQ26- - - -- ------------ • • • 2 • • • • • • • • • • • 1927 _________________ 
0 • I • • I 1 1 • • 2 • • • 0 

UJ28 ____ • _________ • __ 
16 .. 3 • 3 1 2 1 1 1 0 I • • • 1929 _________________ • • • • • • • • • 1 • 1 , 0 1 1930 _________ • _______ 
21 ,. • • • 1 • • • • 1 1 • 3 1 

li31 •• _. _________ • ___ 
lIS ,. • " ,. • 1 1 • • • • • • 0 1932_. _______________ 
ID I. 0 • • 0 • 0 • • 0 0 1 1 0 1935 _______ a. ________ • • • • • • • 0 • 0 • • 1 1 0 lIJ3f _________________ 
11 " • ,. m • • • • • • • 1 J • 1935 _________________ 
10 ,. • , . .. • • • 0 • 0 • • • • I- -Total __________ ... "" , .. .. .. • .. .. 24 '" .. 711 "6 72 .. 

1 Little inlormation 1a avBilable far supply aSSOOfations ~ prior to U1l6. uoept for too few whleh 
wee still operat:iq in 1935. This table doat not lnclude unincorporatfd assoclatlona 01' CO assoaIatioDs 
wb1cb. were 1noorporated but which never actively engaged in bu.sine&s operations. Some &llSOClatlons 
were. no dQubt~ missed becftUS8 there was DO I16parate cooperative cJassHlcaUon during the early years of 
Inoorporatioo. Data for" thls table were obtained from the Secretary of State's Inoorporatioo flies aod from .., ....... 

, Did not handle petroleum products untlll921. 

Age of Active Associations 

The 262 farmers' local purchasing associations fcund e.ctiV6 in 1935 
were classified according to number of years of operation (table 8). 
Nearly all the active petroleum associations have operated 10 years 
or less. This is not an indication of weakness in this type of organi
zation, since cooperative petroleum associations have developed gen
erally in this area only within the last decade. Many of the general-
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warehouse, generaI ... tore, and combination-type &88O<'iation. I.ave 
operated for more than 10 years, and 25 of these associations have 
operated more than 20 years. Cooperative purchasing 81I8OCintion. 
have achieved a relatively pennanent position in many ('ommuniti"" 
in the State. 

TABLE 8.-YEARS OF OPERATION FOR 262 FARMERS' LoCAL PU .. CHA8.ltG 
ASSOCIATIONS WHICH WERE ACTIVE IN 1935, BY TYPE or ASSOC.A

TION 
~ -

Number 
Number or ....,.,latlon. operating 

Type of 888Oci&tion report-
ing 1-5 6-10 11-15 16-20 0" .... 20 

yean ,. ...... yeara yeMII y(!&'" 

PetroJeum _____ ~ ~ ___ ~ 84 66 13 5 0 0 
lVarehou8e ___________ 69 7 11 19 20 12 
General-store ___ ______ 36 1 6 17 7 6 
Combination. ________ 73 14 13 19 19 8 

TotaL ______ ~_~ 262 88 43 60 46 25 

Record of Association Terminations 

The study disclosed that one or more loeal supply associations had 
terminated business operations in each year since 1913. Infonnation 
concerning the dates of tennination for the 154 associations which 
had ceased operations since ]910 (table 9) shows that, although there 
is some tendency for failures to predominate during and immediately 
following business depressions, termination of busineR8 has hy no 
means been limited to such unfavorable economic periods. 

The 154 "tenninated" associations are grouped in table 10 accord
ing to the number of years they operated. More than one-half of 
these associations ceased business operations within 5 years, and more 
than 75 percent within 10 years after they were organized. TIllS con
dition suggests that associations must have membership support, sound 
organization structure. and sound operating policies in order to survive 
the difficulties which arise during the first few years of operation. 

In connection with this study an endeavor was made to obtain 
information as to the reasons why certain associations bad ceased 
operations. Usually the failure of individual associations w .... 
attributed to premature organization, insufficient volume of busin ....... 
inadequate financing, inefficient management resulting from in
competent and poorly trained managers or from activities of directors 
who were unfamiliar with the supply business. In a few c_ it 
was claimed that improvement in service of competing agencies or 
changes in the agricultural industry of the locality had lessened the 
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need for the cooperative, Some ltSSoeiations had apparently been 
dissolved because of a loss of interest subsequent to the retirement 
of the principal leaders who had given tbeir support to the 1tSS0cia.
tion. A few successful ltSSociations were dissolved by stockholders 
who wished to divide the reserves which had been built up by the 
ltSSoci"tion, 

General-store 1tSS0ciations had the largest proportion of termina
tions, Seventy-nine of the 115 associations which were incorporated 
were no longer active in 1935, In addition, 18 general-store ltSSocia.
tiona were incorporated· but were never actively engaged in business. 
The majority of those discontinning business either sold the business 
to former managers or reorganized as private stock companies. 

TABLE 9.-YEAllS DURING WHICH 154 FARMERS' LoCAL PuRCHASING 

ASSOCIATIONS TERMINATED BUSINESS AcI'IVITY, BY TYPE OF Asso
CIATION, 1911-34 

Number of associations closed 

Year of termination 
All Petro- Ware- Gener&!- Combi-

types leum house store nation 

1911. ___________ .. ___________ 1 ........ ........ 1 .... __ __ 
1912 __ .... ______ .. ___________________________________ .. ___ .. _______ __ 
1913 ________________________ _ 
1914 ________________________ _ 
1915 ________________________ _ 
1916 ________________________ _ 
1917 _____ .. ___ .. ____________ _ 
1918 ________________________ _ 
1919 ________________________ _ 
1920 ________________________ _ 
1921 ________________________ _ 
1922 ________________________ _ 
1923 ________________________ _ 
1924 ________________________ _ 
1925 ________________________ _ 
1926 ________________________ _ 
1927 ________________________ _ 
1928 ________________________ _ 
1929 ________________________ _ 
1930 ________________________ _ 
1931 ________________________ _ 
1932 _________ , ______________ _ 
1933 ________________________ _ 
1934 ________________________ _ 

TotaL __ .. _____ .. ___ ~ __ 

1 ____ .... ______ .. 

4 
4 
6 
6 
8 
8 
8 

13 
12 
12 
10 
5 
5 
5 
il 
9 

10 
7 
4 
8 
S 

1M 

--------
--------
----_.--

1 
--------
--------
--.-----

-.------
2 
I 
I 

--------
2 

8 

1 

1 

3 
1 
1 
1 
2 
3 
1 
1 
1 
2 
1 
2 
2 
1 

24 

1 .. ____ __ 
3 
4 
5 
4 
5 
4 
7 
4 
6 
8 
3 
1 
I 
3 
2 
6 
4 

1 
2 
2 
4 
1 
6 
5 
S 
5 
2 
1 
1 
1 
2 
2 

3 2 
1 

4 2 

79 
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In practire a large proportion of the patrons of ooo!l<'rath'e pur
cbasing associations in Wisconsin are nonmembers. In lact, only • 
pereent of the associations includl'd in this survey reported that 
business W8.8 conlini'd exclusively to members. This condition is 
causl'd by ""v"raI factors. In many ~, these enterpn-do not pro
vide sufficient inducement to members over nonmembent-in the fonn 
of low prices, patronage dividends, quality or Bervice-to persuade 
patrons to become members. Furthermore, many llMOCiations do 
not actively encourage patrons to become members. Such 8AACX'ia
tions are often content to operate as small busin_ and a.re more or 
less indifferent as to whether tbe patron is a member or a nonmember. 
Some associations encourage nonmember busin_ in order to incre_ 
¥olume and thereby obtain larger savings for the memben. In 
areas where a lack of cooperative interest exist&, the cooperativt'l 
association is lookl'd upon by many patrona as just anoth .. r agpncy 
through whicb supplies may be purchased. 

Estimates of the number of member and nonmember patl'OIlA of 
144 farmers'local purchasing associations in Wisconsin are shown in 
table 11. This table indicates that on the average each of tit""" 
associations had 504 patrons, of which number only 176, or 35 p~reent, 
met the full requirements of membership. Many of the patron., 
however, were in the pl"OOeSS of becoming members through the 
application of patronage dividends toward the purchase of stock. 
These "part members" have not been included here IIlI "members," 
since they do not legally have member's rights until the requirPd 
amount of stock bas been issul'd to thl'm. The g .. nl'ral .... tore and 
general-warehouse associations had larger proportions of mem bers, 
but even in tbese associations the majority of the patrons were legally 
nonmembers. 

Although the number of nonmember patrons generally excel'dl'd tho 
number of member patrons in the average Wisconsin B8MCiation, it 
was found that member patrons bought, on the average, largm" 
quantities of supplies than nonmember patrons. Although only & 

few associations kl'pt sales records from which it Willi poMible to 
determine readily wbat proportion of the business w .... done .. ith 
members and nonmembers, estimates of a considerable number of 
managers of associations of all types indicated that approximately 60 
percent of the business was done with members and 40 percent .. ith 
nonmembers. 

Many associations have a considerable proportion of members who 
do not actively patronize their association (table 12). Of 201 _ 
ciations, for which such data for 1934 were available, the average 
association had 233 members, of whom only 203, or 86 percent, were 
active. Two reasons largely account for the fact that the petroleum 
associations had the largest percentage of active members. In the 
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TABLE 1l.-ESTlYATED NUMBER OF MEMBER AND NONMEMBER PATRONS 

OF 144 FARMERS' LOCAL PURCHASING ASSOCIATIONS, 1934 1 

Per- Per-
Average number of patrons cantage centage 

of Ass.,. of patrons ci&tiODB patrons Type of association report- who who 
ing Non- were were 

Mem- Don-
ber mem- Toto.l mem- mem-ber' bers 

hers ' 

Number Number Number Number p.,.=u P.,.cenl 
PetroretuD ___________ 51 229 428 657 35 65 
VVarehouse ___________ 32 142 224 366 39 61 
General-store_. _______ 12 144 200 344 42 53 
Combination ____ . ____ 44 158 338 496 32 68 
!darketing ___________ 5 92 189 281 33 67 

A vetage for 144 
associations ___ -------- 176 328 504 35 65 

1 Estfnla1e! for ea.cb BIIlOOiatioB were made by its mlUl8g8I' or aecreta:y. Only .a:ISOclaUoDs doing bUB1· 
oea with boLb membent and nonmembers are Included In this table. 

J Includes patroDll bavq mad. part payments on shANe. or stock for lD8mbarshlp. 

TABLE 12.-MEMBERSHIP AND ESTIMATED NUMBER OF ACTIVE AND 

INACTIVE MEMBERS FOR 201 FARMERS' LOCAL PURCHASING Asso
CIATIONS, BY TYPE OF ASSOCIATION, 1934 

A verage m~mber8hip I Percent;.. Percent-
Associa- age of age of 

Type of association tions re- members members 
porting Active Inactive Total who were who were 

active inactive 

Number Number Number Numb ... Percent Percent 
Petroleum ___________ 67 286 24 310 92 8 
VVa~ouse ___________ 50 138 32 170 81 19 
General-atore _________ 11 166 41 207 80 20 
Combination _________ 62 184 30 214 86 14 
Marketing with pur-

chasing 1 ___________ 5 119 24 143 83 17 

Average for 201 
associations __ -------- 203 30 233 86 14 

I KsUma\es foreacb UiOcl8tion were made by Its fIWlBI(eI' or secretary. Aetlve memben; are thOll6 who 
are acllnly paCrcnidnr ,belt ftllpecUve a.ssoclations. 

r Bef!n. 0DlJ to ~ operations eanied OD by tbeJe usocI&t1ons. 
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first planl, these 8S8OCiations usually had bN>n able to "'tum great.-r 
savings than associations of othpr typl'lll. Furth .. rmorP, tll_ lIMO

ciations had gPnerally operatl'd for shortt'r ppriods. and e~n8Pqu .. ntJy 
the original members were more lik£'ly to be still active. As an _ 
ciation grows older, a largro- percentagP of the m .. mbtors may bN-omp 
inactive unless a genuine effort i .. made t.o J'PtirP them from mem ""r
ship when they cea.-.e to be patrons. 

Arrangements for Management 

The active management of a cooperative association ia largely 
vested by its members in the directors and officers. The members 
are responsible for the selection of competent directors, and the 
directors are, in tum, responsible for the selection of dependable and 
capable officers and employees. The employees are responsible to the 
manBgPr, he to the directors, and they to the members. Under thiA 
method of representation and man&gPment, the members have the 
initial and the final control over affairs of the lI88Ociation, and the 
directors, officers, and employees are eimply agents for carrying out 
the will of the members. 

From a business operating atandpoint, however, the manag .. r iM 
largely responsible for conducting the day-to-day affairs of the _ia
tion. He h88 direct supervision over the employed peTROnnel and 
handles the general and routine affairs of the business. The manager 
may thus be considered 88 the operating &gPnt of the board of directoTII. 

Directors of the local Wisconsin associations are usually elected at 
the annual meeting. They are gPnerally required to be land owners or 
actively engaged in farming. Nominations for directors are customar
ily made from the 1I00r, although occasionally the Dames are presented 
by a nominating committee. Voting is usually by ballot." 

The average size of the board of directors for 266 Wisconsin supply 
88SOCistions, according to type of organization, is shown in table 13. 
About one-half of the _iations had boards of five members, about 
one-third had six or seven directors, and the remainder had eight or 
more. There W88 no great variation in the size of the board by type 
of association. 

In general, the officers of a loca.l association are authorized to act 
88 an executive committee between meetings of the full board of 
directors. These officers, customarily a president, vice president, 
secretary, and treasurer (or usua.lly a secretary-treasurer), are elected 
by the directors from among their own number after the annual 
meeting. 

More than ha.lf of the associations provide for the election of a.ll 
directors each year. Customarily, the majority of the old directors 
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are reelected, and this results in a high degree of continuity in the 
membership of the board. On the other hand, many ll.SSociations 
provide for the election of ouly part of the board of directors each 
year, in order to avoid any drastic ch8llge in policy by newly elected 
directors unacquainted with the business or personnel of the ll.SSocia
tion. For example, 76 Il.SSOciations reported that directors hold office 
for 3 years and that ouly one-third of the number are elected each 
year. Twenty-two other Il.SSOciations reported that they elected 
directors for 2-year periods, so that only one-half of the number need 
be elected each year. 

TABLE 13.-8'ZEOF BOARD OF D,RECTORS FOR 266 FARMERS' LoCAL 
PuRCHASING ASSOCIATIONS, BY TYPE OF ASSOCIATION, 1935 

Number of associa.tions having-
Associa-

Type of association tiona re-
porting 5 directors 1 

6-7 dl- 8-9 di- 16-17 di-
, . rectors recto", rectors 

Petroleum ________ __ 85 46 30 6 3 
Warehouse _________ 70 33 26 Il 2 
GenereJ~tore _______ 34 19 8 6 1 
Combination _____ ___ 77 32 23 16 6 

TotaL ______ . 266 130 87 37 12 

1 Includes 3 assoctatlOni wltb 3 dIrectors each. wbich wen! Incorporated onder prtvate corporation lawa 
but were operat1Dg on tl cooperatiw basiS. 

Of 225 local purchasing ll.SSociations reporting, 102 held board meet
ings monthly, 8 held meetings every 2 months, and 60 every 3 months 
(table 14). Fifty-five associations, however, held board meetings 
infrequently or upon call by the president. According to the data in 
table 14, the frequency of directors' meetings does not vary greatly 
among the 1l.SS0ciations of different types. 

Membership on a board of directors ia usuelly considered a com
munity honor, and members are generally glad to serve in this ca
pacity. For this reason the compensation of directors is usually 
small and seldom constitutes a major item of expense in the operation 
of an association. In most instances directors are paid a Bat ree for 
each board meeting attended and often receive, in addition, mileage 
expense-i>ustomlU"ily 5 cente per mile-for distances traveled in 
attending meetings. Of 215 associations reporting on rates of com
pensation to directors, 2 paid directors 50 cents per meeting, 44 paid $1 
per meeting, 26 paid $1.50 per meeting, 79 paid $2 per meeting, 3 paid 
$2.50 per meeting, 33 paid $3 per meeting, and 12 had rates higher 
than $3 per meeting, Directors of 16 associations served without 
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compensation, and a few othel"& were paid an annual fl'fl. In AOme 
associatiotl8 the secretary and the pre<id"n, rP<'eivpd additiona~ 
compensation for exu. dutil'S required hy th"ir offil'PS. \' 

TABLE 14.-NUlIBER OF !\!EETINGS FER YEAR HELD BY BO .... DS OF 
D,RECTORS OF 225 FARMERS' LocAL PURCHASING ASSOCIATIONS, BY 
TYPE OF ASSOCIATION, 19H 

--
ASMJCiatiOJl ... meetinl-

Number 
Type of BS.'lOCiation report-

12 timeR 6 timel!l 4 timM 3 Umr.tt On .all ing 01' ...... "year ayear ayear ayear only 

Petroleum ________ . __ 72 40 3 16 II II 
~arehoUBe __________ . 61 2& 2 19 - ----- U 
General_re _________ 2& 14 1 II I " Combination _________ 67 23 II 20 II 20 

Tolal __________ 225 102 8 60 I) no 

The total yearly compensation to boards of dire<-tors for III J""sl 
purehasing associations of various types for 1934 WIlS as f"lIow8: 

Total amount paid directora in 19M: ::::::ru::. 
$0-$100 _______ ._. _______ . ___ .. _____________ . _____ 48 

$101-$200 ___________________ . ___ ._ .... _________ ._ .. 4S 
$201-$300 __________________________________ ._ .. _._ 7 
$301-$400 ___ . _______________ . ____________ . __ .. _____ a 
$401-$500 ___________ . ____________________ ._. __ .____ 3 
OverS500 _________________________ • _____________ .__ 2 

Tolal ____________________________________________ III 

It will be noted thllt 48 of these 8!l8OOilltions had directors' expense 
totaling less than $100 per year, while for 48 others this item ranged 
from $100 to $200. The directors' expense for the 8!l8OOiationa 
reported in this table ranged from $7 to $641 per year, the avenge 
being $134. The average directors' expense for 43 oil 8!l8OOiation .. 
included in this table was $164 per year; that for 28 general-warehoUlle 
associations was $105 and thatfor 28 combination 8SIlOCistions, 1128. 

The previous training and experience of m&nagers of 194 loeal 
purcbasing 8!l8OOiatioDS is shown in table 15. It will be obserYed 
that the greater number of managel'8 had previous training in cooper
ative or general business enterprises, although a considerable number 
had only farm training. Of the 71 managers of cooperative oil ~ 
tiODS 13 had had previous experience 88 managers of private oil 
companies; 7 other petroleum-association managers had come up from 
the ranks of tank-truck operators. Ten managers of general-ware
house IISIlOmatioDS had either owned or managed private feed ato""'. 
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TABLE IS.-PRINCIPAL BUSINESS EXPERIENCE OF MANAGERS OF 194 
FARMERS' LoCAL PURCHASING ASSOCIATIONS, BY TYPE OF ASSOCIA
TION, 1934 

Assooiations whose managers had-
Assooi&-

Type of association tiODS 
Farm Cooper&- General No busi-

reporting 
experience tive business ness 

experience experience experience 

Petroleum ___ _______ 71 30 9 22 10 
VVarehoUBe ___ ~ _____ 56 20 13 15 8 
General-store •..• _ .. 14 1 13 ---------- ----------
Combination ___ _____ 53 23 16 14 ----------

TotaL ••.•••. 194 74 51 51 18 

The majority of the cooperative managers reported that they en
gaged in.no other business activity. Of 199 managers interviewed 
on this question, 137 reported no other business connection, while 53 
owned or operated farms. Only nine were directly interested in other 
business concerns. 

Years of tenure of managers of 158 local associations appear in 
table 16. According to the data. shown, 85, or more than half, of 
the managers had served in this capacity for periods of 5 years or 
longer. Forty-three of this group had been managers for 10 years 
or longer. Tbe table indicates that present managers of petroleum 
associations have been employed for shorter periods than managers 
of other associations. It will be recalled that the majority of the 
petroleum associations had not been operated so long as the majority 
of associations of other types. 

TABLE 16.-TENURE OF MANAGERS OF 158 FARMERS' LOCAL PURCHASING 
ASSOCIATIONS, BY TYPE OF ASSOCIATION, 1934 

Number of managers in present position-
Asso-

Type or cia-
tiona Less More .86SOciation report,.. than 1 2 3 4 5 6-10 than 
iug 1 year years years years years years 10 

year years 

----------------
Petroleum. ____ . 37 4 12 6 4 2 2: 4 3 
W&rebOU8e-_~ ___ •. 54 5 4, 4 ------ 4. 4 13 20 
General-store. __ 19 1 1 2: 3 1 2: 2: 7 
Oombination ___ _ 48 4 ----- 6 6 4 6 9 13 

TotaL ••. 158 14 17 18 13 11 ,14 28 43 
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Although many of the 8I!8OCiations have n>t.aint>d the .... me mRflH/{f'r 
for a number of years {table 16}, some indirated that it WR8 diffit'ult 
to obtain and hold good managers. One of the largrr local 8.<l!()('ia
tiono, for example, had changed managers 8 tim('8 during the Ia.ot 10 
years. Many associations have difficulty in n>taining good man8j{f'1"H 
partly because they do not realize that it is nC<'1l!IS8I"Y to pay & snlnry 
commensurate with the position. Tbis is a lesson which hR8 hl'Pn 
generally learned by private commercial concerns. Aitholllth it is 
true that many competent managers are willing to serve ('.(l{)prrntivtl 
associations for less than they could obtain from ot.her I'mploymt'nt, 
it is not good policy to demand a sacrifice of this sort. Anolhl'r 
obstacle to competent management is the fact that members o£tt'n 
feel that either they or some of their relatives should serve 810 mana
ger. Such candidates may offer to serve at reduced rates of pRy in 
order to get the position. To avoid this difficulty many 8R11O('iationR 
have found it desirable to include in their bylaws provisions which pro
hibit employment of directors or their relatives. 

In table 17 the total amount of sa.laries and commissions paid to 
managers in 1934 is reported for 116 llSSOCiations. This table indi
cates that 30 of these associations paid annual salaries of 1_ than 
$1,000 for managerial service, while 76, or 65 percent of the total 
number, paid from $1,000 to $2,000. Only 10 of the reporting 88110-

ciations paid more than $2,000 for managerial services; these were 
usually of the warehouse or the combination type. 

TABLE 17.-SALARIES AND COMMISSIONS PAID l'\IUNAGER8 OF 116 FARM

ERS' LOCAL PURCBASING ASSOCIATIONS. BY TYPE OF ASSOCIATION, 

1934 1 

A88Ocia-
N umber of ....,.,iation. or each type 

Annual salary tions re-
porting Petroleum Wareho_ General Comh," .... 

atore lion 

Under $500 •• ___ • ___ II 3 3 ---------- 3 
5500-$999 ________ ._ 21 3 8 3 7 
$1,000-11,499. ___ • __ ~I Ii 16 6 1ft 
$1,500-$1,999 ____ • __ 35 2 14 7 12 
$2,0lI0-$2,499 _______ S ---------- 1 I 3 
$2,500-$2,999 _______ 2 ---------- 2 ---------- .---------$3,000 and over _____ 3 ---------- 1 ---------- 2 

TotaL _______ 116 13 .. 16 43 

J DoeaDDt lnclodellBlsrlesand oommiMfons of~ wbofumldteqoiplDi!IJl 01" rmd«~...nee 
on a commiMkm bul&,. which II common amooc pekoMum ~toDa. 
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Financial Policies 

Cooperative purchasing associations in Wisconsin have generally 
obtained initial capital through the sale of capital stock.28 The par 
value of this stock ranged from $5 to $100 per share; $10 and $25 
values were most common. While preferred stock has been issued 
in some instances, it is of relatively minor importance. The minimum 
capital needed for establishing an association has depended upon the 
range and character of supplies handled, the type and location of 
local facilities required or desired, and the ability of the association 
to borrow initial capital or to obtain goods on mercantile credit. 
Where associations have been able to rent facilities and obtain a line 
of goods on credit, the need for initial capital from the sale of stock 
has been materially reduced. Several wholesa.le purchasing associa
tions have furnished much of the initial capital for local associations, 
and supplied goods on credit in order to get them established. This 
practice has sometimes resulted in the starting of cooperatives with 
capital insufficient for sound operation. 

The members' investment in capital stock at the end of 1934, for 
typical associations of each of the four types, is shown in table 18." 
On the average, the petroleum associations had smaller amounts 
of capital stock outstanding than associations of the warehouse, 
general-store, or combination types. Also the amount of preferred 
stock outstanding for associations of all types :was very small com
pared with the amount of common stock. 

TABLE lB.-AVERAGE AMOUNT OF CAPITAL SroCK OUTSTANDING FOIl 207 
FARMERS' LOCAL PURCHASING ASSOCIATIONS, BY TYPE OF ASSOCIATION, 
1934 

Associa-
Amount outstanding 

Type of association tiona re- Total 
porting Common Preferred 

stock stock 

Number DoUars DoUars DoUa'B Petroleum ____ . _______________ 62 5, 797 88 5,885 
VVa~boU8e _____________ . _____ . 57 10,989 307 II. 296 
General.atore _______________ . __ 29 12,849 56 12,905 
Combination __________________ 59 11,248 163 11,411 

Practically all purchasing associations in the State have, at times, 
found it necessary to borrow money to carryon their operations . 

.. Mtnnbersldp usoc1at.tODS In Wisconsin pneroUy operate on an informal ba3ls without facilities and 
requir. Ut.tlt! intti&l capital Investment . 

• Tba table here shown Is oomtructed from the uerap ftmmei&l statements for the tour types of associa
HOQ, (Seep. 54.} 
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Table 19 shows the customary sources of loans for 178 _iations in 
1935. Of these associations, 121 customarily borrowl"d from local 
banks and 73 from individuals. Seventeen lI88OCiations obtampd 
loans through wholesale cooperative associations and 11 from the 
St. Paul Bank for Cooperatives which was established late in 1933 and 
was not authorized to make loans to purchasing associations to finanre 
facilities until June 3, 1935. Records of the St. Paul bank indi(,8te 
that 35 local associations in WISConsin, on Decembl'r 31, 1936, WPrB 

borrowing funds to finance purchasing operations. 

TABLE 19.-S0URCES FROM WHICH OUTSTANDING loANS \VERI! Os
TAINED BY 178 FARMERS' LoCA L PURCHASING ASSOCIATIONS, BY TyPE 
OF AsSOCIATION, 1935 

Number of 6MOt!iation8 obtaining loans from-

Associ .. 

Type or _iation tiona Whole- DI.trict 
report- IAl",,1 Indi- we bank Local 

iog I bank. viduaJgl cooper- for cooper-

ativell cooper- atjvN 
ativeft 

Petroleum ___________ 57 29 20 7 4 4 Warehouse ___________ 52 44 23 ._--_ .. - 3 ---*----Genera1-store _________ 21 12 11 3 1 --------COmbination _________ 42 31 19 II -------- --------Marketing ___________ II Ii -------- 1 3 --------
AIL ___________ 178 121 73 17 11 " 

1 Several usocIatlons obtained 10&01 from more than 1 aouree. 
~ lunlades 6 U!OClattona which obtained loana from indlvldual lDemben. 41 whIcb 'bornnMrJ trom u.lr 

DllUlagerS. and 8 which borrowed from todlvid.ual dtrectors. 

In table 20 are shown the rates of interest paid for money borrowed 
hy 15210caI purchasing associations in Wisconsin in 1934. Thirty-one 
of these associations paid from 3 to 5 percent, 116 paid 6 percent, and 
50 paid 7 or 8 percent interest_ It is significant that the rate of interest 
of the St_ Paul Bank for Cooperatives during 1934 on loans for operat
ing purposes ranged from 3 to 4 percent." Since June 1935 the rate 
of interest of this bank has been 3 percent for loans for operating 
purposes and 4 percent for loans lor the financing of facilities_ 

It is generally considered unsound financial practice for lI88OCiations 
to borrow funds on the personal liability of directors or officers. 
Nevertheless, this practice has been extensively followed in Wisconsin. 
This survey indicated that 44 of these associationsDad in the summer 

.-
• The rate wuf percent em JUIUIIl'J' I. 1934, but Will Nduted teaH pwee:al em ~. If,. ........ Co a ..... 

oat on MQ' I'. 1934. As DOled above. Ioaos 011 tadltl.les were not IlJ.IMU prior co HQI-. 
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of 1935 outstanding indebtedness for which directors were personally 
liable, amounting to more than $233,000, or an average of $5,300 for 
the 44 associations. Table 21 shows that of 162 associations 101, 
or 62 percent, had borrowed money upon the personal endorsement 
of the directors. It is evident, moreover, that associations of all 
types have occasionally followed this practice, but it appears that 
the practice has been most common among general-warehouse and 
general-store associations. 

TABLE 20.-INTEREST RATES PAID 152 FARMERS' LoCAL PURCHASING 
ASSOCIATIONS, BY TYPE OF ASSOCIATION, 1934 1 

Associ-
Number of associations paying interest at 

the rate of-

Type of association ations 
report-

ingll 3104 5 per- 6 per- 7 per- 8 per-. percent eent cent cent cent 

Petroleum ____________ 41 1 4 32 10 4 
VVarehou8e ___________ 47 3 5 38 11 4 
General-store _________ 21 4 4 12 5 3 
Combination ____ _____ 37 -------- 7 31 9 2 
Marketing ______ _____ 6 3 -------- 3 2 --------

AU ____________ 152 11 20 116 37 13 

I These data do not: include 18SSOOiat1on wb1eh paid no interest on money borrowed lrom. a member of 
the associatioD, 1 which patd IDpercent intan!Bt. and 1 which paid 12 peft'eDt lntenrBt. 

I Some of tbesa U5Oclattons bad 2: or 3100& at different 1'8tes of intenl6t. 197 loans wtn recorded (or the 
lA2assoclationa. 

TABLE 21.-ExTENT OF PERSONAL ENDORSEMENT OF LoANS BY D,RECTORS 
OF 162 WISCONSIN FARMERS' LOCAL PURCHASING ASSOCIATIONS, BY 
TYPE OF ASSOCIATION 

Aesocia.. Using Using no Percent-
age using 

Type of association tiona pen;onal personal personal report- endorse- endorse-
rug ment mont endorse-

ment 

Numbm- Number Number Percenl 
PetroJeum __________ ___________ 62 29 33 47 
VVarehouse ____________________ 49 38 11 78 
General-store ______ . ________ ___ 22 19 3 86 
C.ombinatioD _______ __ ______ . __ 27 13 14 48 !4arketUog ____________________ 

2 2 0 100 

Total or average. ________ 162 101 61 !i2 



Operating Methods of Farmers' Local 
Purchasing Associations 

M ETHODS of operation of fanners' asso .. iations aTe, in Itp nl'ral, 
similar to those of other retail establi"lun~nts "nlt~('d in fh .. 

fann-supply business, subject to qualifications arising from tI,,, 
cooperative character of these 8S8ociations. The parti('ular opprating 
methods of local fann-supply associations in Wisconsin may be dis
cussed under the following headings: (1) Seleding the line of Buppli".; 
(2) purchllSing methods; (3) price and patron~ivid('nd poli"iI'R; 
(4) selling and service methods; (5) credit extension and control; (n) 
methods of inventory control; (7) methods of accounting and auditing. 

Selecting the Line of Supplies 

The selection of a stock of supplies is one of the major prohlems 
confronting a local farm-supply association. Most of the local 
Wisconsin 1ISS0ciations leave this matter in the hands of the local 
managers, subject to review by the board of directors. 

SeveralllSSociations have found it desirable to confine their opern
tions to one major group of staple supplies whit'h can be handled 
largely in bulk, with the same facilities for distribution. For examplp, 
petroleum 1ISS0ciations commonly limit their business to pptroleum 
products and related supplies that can be distributed by tank trucks 
or at service stations; warebouse associations generally limit their 
business to feed, seed, twine, and fertilizer, and other supplies tha t can 
be distributed conveniently througb 11 gencrnl warehouse. Some 
associations have undertaken to handle two or more major kinrls of 
supplies; for example, both petroleum products and supplies of the 
warebouse type. "'hile this practice may enable the members to 
obtain more of their requirements from one cooperative s"uree, it 
may also result in overextension of operations with conselluent 1""" 
of efficiency. 

An IISSOcistion must also determine whllt products should be 
handled in connection with a general line of supplies. A petroleum 
association, for example, must decide whether it should handle tires, 
batteries, and similar supplies in connection with gasoline, kerosene, 
distillate, lubricating oils, and grease. An association specislizing in 
the handling of feed, seed, and petroleum must detennine whether it 
should also handle machinery, coal, hardware, and similar products. 
Furthermore, an lISSOCistion must determine how mRny grRdes RIld 
brands of each item should be handled. It is possible to handle many 
grades and bl1Ulds of such commodities lIS feed or fertilizer, but, gen-

40 
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eral1y, the associations have confined their operations to standard 
grades and brands. Many of the petroleum associations handle only 
two grades of gasoline-"regular" and "competitive." 

Many supplies are used largely at certain periods of the year 
(table 22). Most of such supplies as seed, twine, fertilizer, farm 
machinery, and coal are sold in a few months of the year; feed and 
general-store merchandise and most petroleum products are sold more 
regularly throughout the year. This seasonal character of demand 
for certain farm supplies makes it desirable for associations to handle 
a range of supplies that will permit continuous employment of plant, 
personnel, and operating capital. For this reason, many ass0cia
tions in recent years have increased the number of commodities 
handled. This desire to better utilize facilities, personnel, and cap
ital has also caused purchasing associations to provide a cooperative 
marketing service and marketing associations to engage in cooperative 
purchasing. 

In gen<tral the associations have endeavored to handle supply items 
on which considerable saving could be made. Unfortunately, few 
associations keep records that enable them to determine the amount 
of savings made on different supply items, though more and more 
are maintaining records which show the gross income from handling 
certain supplies. With this information, the management can allo
cate expenses and determine for practical purposes the extent of net 
savings. 

Some associations have for years handled certain supplies on which 
no substantial savings were made. This procedure may be justified 
to the extent that it enables an association to give a better or more 
complete service, provided that the cost of rendering this service is 
not greater than the benefits derived. . 

Quality must be considered in selection of the items to be handled. 
In general, the quality of supplies must be determined in accordance 
with the wishes of members. An association must decide whether it 
should endeavor to handle supplies of a higher or lower quality than 
those offered by competitors, or whether it should simply endeavor 
to provide supplies similar in quality to those of competitors. While 
there is much to be said in favor of high quality, it is true that over
emphasis on quality may result in unit prices higher than those of 
competitors. On the other hand, if patrons favor such a policy and 
are willing to support it, business volume may he sufficiently increased 
to keep down the additional cost through reducing per-unit overhead 
and operating expense. If an association decides to operate on ... high
quality basis, it is desirable to carry on an educational program to 
acquaint its members with the advantages of using supplies of superior 
quality. Otherwise, there is danger that the members will not 
appreciate the efforts of the association in this dir\lction. 



TABLE 22.-MoNTHLY DISTRIBUTION OF SALES OF IMPORTANT SUPPLIES HANDLED BY FARMERS' LOCAL PURCHASING ~ 
ASSOCIATIONS, 1934 

~.". 

ASRoei .. 
Supply item ations 

report~ Janu~ Febru· March April mg 8ry ary 

Nbmbtr Emw"' ""-, "", .... Prrf:n' 
Feed ••..• _ •• __ •. 18 8 8 10 13 
Bulk grain ... _. _. 4, 3 5 7 14 
Seed •••••• _ •.••• II 1 1 5 54 
Fertm •• r ........ 4 0 0 1 9 
Sall. .... __ ...... 4 10 5 8 11 
Twine~ ~ . ~ ~ ~ _ ~. ~ ~ 4, 0 0 0 0 
Farm machinery __ 9 2 :I 3 11 
CoaL ........ __ • 8 12 11 1 4, 
Gen. merchandise. S 6 7 10 10 
G •• olin •• ________ 22 6 6 8 8 
Kerosene ............ _ 19 6 6 6 10 
Distillate .. ____ 0- 10 II 8 8 11 
Lubriratillg oiL •• ta 8 4, 7 12 
Grease ......... __ 14 3 8 5 1$ 

Percentage of annual s&.ies made each month 

!IIay June July August 
Sep-
tom· 
ber 

"""'" """'''' Pwz .... Fff_ Fff_ 
10 10 8 6 6 
12 14 10 8 7 
15 7 3 6 4 
56 20 12 2 0 
8 7 9 II II 
0 1 44 21 21 

11 16 13 11 10 
2 4, 4, 8 13 

10 11 8 8 8 
II II II 11 II 

10 7 8 11 II 
8 4, 5 II 8 

10 II \I 11 II 
13 11 II 14 II 

Octo- N'o"em-
ber ber 

r.r",,,, ""-7 6 
11 5 
3 11 
0 0 

10 6 
3 10 

11 5 
II II 
7 6 

10 8 
10 II 
10 10 
11 8 
10 6 

Decom· Total ber 

l~ 4, 100 
o 100 
0 
8 
0 
5 

11 
II 
7 
8 

10 
71 
4: 

i 

100 
100 
100 
100 
100 
I 
I 
I 
I 
I 
J 

00 
00 
00 
00 
00 
00 
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Scientific comparison of the quality of supplies handled hy the 
cooperatives and by private agencies was not attempted in this study 
since it was impractical to assemble adequate data. for this purpose. 
Throughout the study, however, attention was given to this question. 
Managers of the local associations were asked to compare the quality 
of the supplies which they handled with that of competitors' products. 
In genera.!, the managers maintained that they handled supplies which 
compared well in quality with those handled by competitors. A num
ber of the managers indicated that they relied upon cooperative whole
sa.le associations to furnish them with supplies of dependable quality. 
Although it is believed that the views of the managers indicate that 
the quality of supplies handled by loca.! associations was comparable 
with supplies handled by private agencies, it was evident that the 
importance of handling supplies of known and dependable quality 
was not fully recognized by the associations as a group. 

Purchasing Methods 

The WlSCOnsin local associations obtain their supplies for resa.le 
either from cooperative wholesa.!e associations or from private com
mercia.! wholesa.le concerns. On the basis of information developed 
during this study, it is estimated that not more than 20 percent of 
the commodities purchased by these loca.! associations was obta.ined 
from cooperative wholesa.!e associations in 1934. However, there 
was considerable variation in the quantities of supplies purchased from 
cooperative wholesa.!e sources by the associations of various types. 
Approximately 65 percent of the petroleum associations purchased ell 
or a large part of their supplies in this way. A much smeller per
centage of the warehouse associations handled feed, seed, fertilizer, 
and similar supplies, obtained from cooperative wholesa.le associa
tions. It is estimated that less than 10 percent of the quautity of 
supplies handled by such associations was purchased from cooperative 
wholesa.!e associations in 1934. The genera.!-store associations in the 
northern part of the Sta.te, which are affiliated with the Centra.! Coop
erative Wholesale, obtained about one-third of their supplies from this 
source in 1935." Other genera.!-store associations in the State have 
obtained practica.lly ell their supplies from private wholesa.!e concerns. 

Supplies were usuelly purchased on the basis of customary trade 
discounts for cash and quantity, whether from cooperative wholesa.le 
or private concerns. A large percentage of the loca.! associations, 
however, did not take full advantage of these discounts. In general, 
the loca.! associations which were members of wholesale purchasing 
cooperatives took advantage of these discounts to a greater extent 

Q Baled em data liven In 19S3 Year Book or &.be (',u,tra! Cooperative Wholesale. p. 48. 
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than associations which purcbased supplies from otber IIOUrce&. Tbe 
cooperative wboleaale associations bave given considerable encourage
ment to this practice, and in some cases have discounted the trade 
aceeptances of local associations to provide the neceesary cash. Thi .. 
practice is an advantage to the local associations &8 long &8 the 
amount saved througb tbe discounts is greater than the interest paid 
on the trade acceptances. 

Price and Patronage Dividend Policies 

The local farmers' supply associations in Wisconsin vari...d consid~r
ably in their price and patronage-dividend policies. Some lISSOCia
tions handled supplies on a cost-plus-handling-charge basis. In 
other words, they endeavored to sell at prices which would simply 
cover the cost of supplies and current operating expenses. The 
majority of the associations, however, operate on a competitive
price basis whereby any savings may be retunled to patrons in the 
form of patronage dividends. Particularly in handling petroleum 
products, the trade practice of following prices established by major 
companies has been adhered to. This basis of operations has been 
favored as a way of avoiding disastrous price wars. 

The general pricing methods followed by the associations in 1934 
are indicated by table 23, in which are summarized the answers 01 
managers and secretaries of 186 associations to the question, "How 
do prices charged by your association compare wi th prices charged for 
similar goods by competitors?" 

TAeLE 23.-COMPAlliSON OF PRICES CHARGED BY 186 FARMERS' LoCAL 

PURCHASING AsSOCIATIONS IN 1935 WITH COMPETITIVE PRICES, BY 

TYPE OF ASSOCIATION I 

-

A88OCia-
Cooperative prj ....... compared 

with othenl 
Type of association tion8~ 

porting 
Same Lower Higher 

Petroleum ____________________ M 56 Jj 3 lVarehouse ____________________ 
53 .ro 13 0 

General-store __________________ 18 11 6 I 
COmbinatioD __________________ 51 36 13 2 

Totsl __________________ 
186 143 37 1\ 

.~ 
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Approximately 70 percent of the managers or secretaries of associa
tions of all types indicated that supplies were sold at competitive 
prices; approximately 26 percent stated that their prices were lower 
than competitive prices; and 4 percent expressed the opinion that 
their prices were higher than those of competitors. These percent
ages do not seem particularly significant except that they indicate, in a 
general way, how cooperative prices compared with prices of com
peting agencies. A scientific comparison of prices charged by coopera
tives and others (noncooperative prices) would require a careful 
analysis of prices for the same items of supply with due consideration 
for quality, service, and time of sale. It would be extremely difficult 
to make this price comparison, since local associations often handle 
items which are not identical in all respects with those handled by 
competitors. Furthermore, it would be difficult to compare such 
prices on the basis of quality and service, since these factors are some
what intangible in nature. 

While the payment of patronage dividends is generally looked upon 
as a distinctive feature of cooperative enterprises, such dividends can 
ouly be paid by associations out of net income." The survey indi
cated that ouly 172 of the 204 local associations with complete oper
ating statements showed net income for the year 1934, and that only 
76 of these associations reported the payment of patronage dividends. 
Of the 76 associations paying patronage dividends, 41 were of the 
petroleum type." This was, no doubt, because gross margins were 
considerably larger on petroleum supplies than on most other supply 
items. (See page 63.) Furthermore, the petroleum associations, 
as a group, have been better able to standardize operating methods 
and service in order to obtain the advantages from handling large 
volumes. 

Patronage dividends were generally distributed in proportion to 
the value of each member's total purchases from the association dur
ing the operating period. Only a few associations attempted to dis
tributs patronage dividends on the basis of net savings by commodi
ties. However, a number of associations paid special patronage 
dividends on onB or two major commodities which were handled in 
large quantities and in special ways, sinee net savings in handling 
these commodities could be estimated in a fairly satisfactory manner." 
This practice has the advantage of returning to the member his share 

all htrolllage dividends aw be paid only by UI:9Ocl8tioDs OpenltLng on 8 competltlve-pr[OII ba&ls. slnee
pnerall;y. DO surplUSl11t for distribution are bunt up by 8&!Ociatfons wlrloh pti08 ROOds on a cost-pliaobandlin&. 
oharp b&si8. 

IS Not an 8.!ISOCfations wblob had Det income distributed patronage dividends. Many ~DDS t&o 

latned the Dst SIlVWp as nservM -ol' surpllU tor ~rattng pur'J)(laI6S. 

II Many petrolwm usoel.at.lons. for lllustraUon. pay dlvldands only on patTolewn busiDess. Ot_ 
UIOclatlons pay dlvtd&rlds at di1ferent ratM on aervlce-alatkm and bulk truck salea. 

42738·~~8----4 
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of the earnings on a more equitable basis, although it involvEe added 
bookkeeping expense. Most of the associations, however, maintain 
thst it is fair to pay patronage dividends at the same rate on DlOllt 
commodities since members tend to buy about the same proportion 
of the various commodities handled by the 888OCiation. Paying 
patronage dividends on this basis encoUFagl'S members to purehB8e aU 
supplies from the association, rather than only those 8upplies whi .. h 
show the largest margins of savings. 

With reference to the distnlmtion of patronage dividends, it is 
significant that the cooperative statutes of Wisconsin require the 
apportionment by directors of the net proceeds of associations organ
ized with capital stock at least once annually in the following manner:" 

The directors in any _iation organized with capital &toek .halI appor
tion the net proceeds of the bumn .... at Ie&It once annually by lint &eltin. 
aside such an amount for a reserve fund All they aee fit or Done. io their di.
cretiOD: PTOf1idedt That any reeerve for depreciation, if reuonable in amount 
or for Bny other purpose which may properly coDltitute an ":ope ...... bo to be 
figured before computation of net proceeds. The directo ... may then declare 
a dividend upon the paid-up capital &toek at a rate per anoum not to ex.-d 8 
percent: Prtmtkd, That no lOch divideod upon common &toe" .hall be 
cumulative. The directo1'll may theo set &side Dot to exceed [; percent of the 
remaining net proceeds BI an eduC&tiouai fund to be uoed in teachi", c0-

operation. The directors may then grant Ii boDua to employes who are in 
the employ of the BI8OCiation at the time of the apportionment of proceedo, 
which bonus shall be based in amount upon the amount of compenaation 
received by aaid employes during the year at a rate oot to e • .-d the rate of 
patronage distribution hereinafter d""""bed. The directo ... may then em
ploy a part or all of the remaining net proceeds for the IOneraJ welfare of the 
members of the BI8OCiAtion. The directo1'll may diltribute all remaining net 
proceeds uniformly to &toekholders of the .....,.,;ation, in proportion to the 
volume of busin .... coodueted by oueh &toekholdero with the IIIIOclatlon: 
PrODitkd, That the directors may at their dileretion Include nonatoekboldeno, 
at the 8&!De or 1_ rate than the diltribution to &toekbolde ... : PrODitkd 
juriMr, Thet any such diltributioD to a nonatoekbolder may be 10 the form of 
capital &toek, until the amount thereof equabo the par value of one ohare of 
the aasoc:iation's stock. distribution thereafter to such patron being made in 
tbe 1I&lOO manner BI diltributioD to all &toekboldel'll: Provided juriMr, Thet 
ouch a diltribution to Donstoekbolder, if it bo "- In amount than the par 
value of one share, ebaIl be credited to the nonstoel< bolder'. capital &toe" 
account during the lint year and the aecond year but may revert to the 
reserve fuod if, after 2 y_ an amount I .. thao the par value of one .hare 
hBI accumulated. 

While the above provision permits a distribution of the net income 
for six general uses, it is significant that mOllt fanners' purehasing 
associations have distributed net income in only three ways: (1) 
Through tbe establishment of reserves and surplus; (2) through the 
payment of dividends on stock; and (3) through the payment of 
patronage dividends. ..• 
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Selling and Service Methods 

The selling and service methods of local supply associations in Wis
consin did not diller materially from the selling and service methods 
of other retail agencies, Stock of merchandise was customnrily dis
played and made available to the members at a warehouse, store, or 
service station. With the exception of associations handling petro
leum products, few provided any delivery service. Practically all 
associations which handled petroleum products operated tank trucks 
to deliver supplies from bulk stations to farms, and many such ass0-

ciations distributed the major part of their supplies in this way. A' 
large number, however, operated retail service stations, and many 
distributed supplies through private-dealer agents. 

The local purchasing associations in WISconsin did not advertise 
extensively. Many took the position that advertising was un
necessary, since members were well informed regarding the services 
available through the association. Since competitive agencies are 
constantly striving to obtsin customers for their products, it is believed 
that many associations did not provide members with adequate 
information relating to the kinds and quality of supplies handled. 

In carrying on the field work for this survey, attention was given 
to the type of selling service provided by local associations. Generally, 
it appeared that more attention might be given to the rendering of 
alert and helpful service. It was observed that some retail estab
lishments were not made attractive to customers and that frequently 
the facilities for displaying and handling supplies were either inade
quate or improperly arranged. Sometimes the stock was not well 
kept, with the result that members could not be promptly served. 
In other instances, the associations were undesirably located from 
the standpoint of members' convenience. Many of the WISCOnsin 
associations have demonstrated that building up the good will of the 
member through aatisfactory service increases the volume of supplies 
handled, with the result that unit operating costs can be reduced, 
savings increased, and members given greater satisfaction. 

Credit Extension and Control 

Only a small percentage of local associations in Wisconsin operated 
on a strictly cash basis, although this is an accepted principle of 
efficient cooperative buSiness. Analysis of 149 of these associations 
in 1935 (table 24) indicates that cash sales, including sales paid for 
during the month of sale, represented only 70 percent of total sales. 
This analysis also indicated that petroleum associations had the 
largest percen tags of credit salea. The wider operating margins on 
petroleum products have, no doubt, made possible the less strict 
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crc(lit policies of petroleUlll associations. .AJso, t.he method of dis
tributing petroleunl product.:; directly to the fa.rm is responsible for a 
certain amount of credit since it is often inconvenient to make ('ollee
tinn at time of deli very. 

TABLE 24.-TIME OF PAYMEi\1T FOR SepPl-lES SOLD BY 149 FARMERS' 

LOCAL PURCHASING ASSOCIATlOXS, BY TYPE OF ASSOCIATIO).f, 1934 1 

----- ---------~ 

I ;er~elltagf' of lPcrCC:lta-~(' of 
sales paid for; sales Hot 

Type of ::u..;t'loelatioll 
As,;oda

tious 
reporting 

! durbg ! paid for dur-

Petroleum 
\Varehousc _ 
Gelleral-store __ _ 

I mO~lth of ; ing mOI~th 
I Bale : of sale 

i :Yu mba Percent 
'
I, _ 52 ti5 ;{fi 

j)ercent 

46 75 2fi 
11 73 27 

Combinath.Pl _________ _ 35 70 30 
Marketing l _____ 5_

1 
______ 8_1_

1 
______ 19_ 

TotaL 149 70 3() 

I Rasen on e.stimates by wr.uagrrs or sefTec_]rk~. Few ass:1da:i(ln~ OIIi;mli'z! <)11 a ~trktly cas;, basis; 
Lkn, i~, all.>ales pa:u for ill cash at \.ime of deliY.--ry uf merchandise 

TABLE 25.-AcCOUNTS AND "NOTES RECEIVABLE AS A PERCENTAGE OF 

A!'NUAL SALES FOR 202 FARMERS' LOC-\L PURCHASING ASSOCIATIO:\S 

AT THE E::-.lD OF THE FISCAL YEAR 1934 

Percentage uf sales 
1 
___ ~'l.mh~r reporting indicated. jJt'rCC'IltRgC 

,. ,'~--

i. Petroleum :.'VarelHHl,;';c GC'llcral-1 
i associa- j associa- ! store asso-

Cnmbina- i 
tion asso- I Total 
dation:-; : i tiOIlS' I tiO?lS I {'iat.~olls 

---------1'---- . , 
0-4.9 percent- _______ 22 14 7 17 6() 

5-9.9 percenL _______ 19- 17 6 13 55 
10-14..9 percent ________ 12 4 6 " 29 • 
1-5---19.9 perCBnL ______ 5 9 4 [, 23 
20--24.9 percent ______ 2 f\ 3 4 15 
25 percent and over ___ 5 [) 2 8 20 , . -------,------ - ----, . 

Tot.aL _____ 65 55 28 54 202 

~<--

The percentage of annual sales in the fornl of accounts and nott's 
receivable at t.he end of tho 1934 fiscal year is shown for 202 associa
tions in table 25. This table indicates that 52 of tbese associations 
had receivables amounting to from 10 to 20 percent of annual sales, 
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while 35 associations had receivables representing 20 or more percent 
of tbe annual sales. In this latter group of 35 associations, the sales 
for 2~ months or more were thus represented in the form of unpaid 
accounts. 

Credit practices were found to vary greatly among the associa.
tions. Some have endeavored to limit credit to a. selected list of 
patrons. Others have endeavored to limit the amount of credit busi
ness by giving a. discount for cash payment or by charging interest 
on past-due accounts. Some managers, or other employees, were held 
personally accountable for all losses from extended credit. The ex
perience of the associations indicates that no method of controlling 
credit has given complete satisfaction. For tha.t reason, it seems that 
the associations should make .. greater effort to opera.te on a strictly 
cash basis. The extension of credit necessarily involves risk of loss, 
reduces available operating capital, and results in added expense for 
bookkeeping and collection. Furthermore, the extension of credit 
and later CQllections are likely to cause dissatisfaction among the 
members. Under a cash policy every member is dealt with on the 
same basis, and there is no later collection problem. 

Methods of Inventory Control 

Efficient merchandising for a cooperative purchasing association 
requires an adequate stock of supplies to meet the needs of members. 
It also requires a prompt tum-over of the supplies on hand. The 
stock of supplies represents an investment in operating capital, and it 
is essential that this investment be kept as low as possible without re
stricting the services provided by the association. 

The local associations vary greatly in their methods of stock control. 
Some associations follow no definite procedure in keeping account of 
supplies on hand and stock needed. As a. result, many ha.ve allowed 
themselves to become overstocked with large inventories of sIow
moving supply items. Other associations have found it desira.ble to 
maintain stock records as a. basis for keeping supplies in line with 
member demands. Some associations encourage members to order 
supplies in advance of their needs so that requirements may be more 
accurately anticipated." 

Stock record systems not ouly enable an association to maintain a 
sto('k of supplies in line with the needs of members; they also make 
it possible to determine more effectively the rate of turn-over. Turn
over figures for various commodities can be used to better plan the 

• Atone tilllt' atarp amount of cooPenuive parcbasloc In W isroDsln was -candueted on • csr-door bAsis. 
UDder Uris Sf'&lem of purehas1ng. I'8rmers made up elden tor CIIrloads of feed. ~. &net other suppliel 
and toot delivery at the ... door. A!loDraa P~ W'N doaeoa tbia bNtat ~ W&J IW IWioas prob~ 
1tm or I&ook E:IOl1Uol. 
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purchBSing and selling program and further mom t'flkipnt use of 
operating capitaL"' 

In general, the associations Jid not keep their re<'ords in such • 
way BS to permit of accurate meBSurement of turn-over. Commodity 
tum-over figures computed for a few IlB8Ociations suggested, how
ever, that some turned over the same item much more rapidly than 
other assoeiations. The figures also indicated that the rate of turn
over tended to vary for the different commodities handled, depending 
upon the conditions of local demand. For example, petroleum 
products tended to have a fairly high tum-over, since the demand WIU! 

relatively even throughout the year, and storage W88 undertaken only 
for current needs. In order to keep commodity turn-over figures 
high, it is necessary to order stock in the light of the expected demand 
and to sell the stock on hand expeditiously. 

Carefully kept stock records are also of great value in keeping a 
check on inventory and shrinkage. The data gathered in this study 
indicated that a number of Wisconsin associations lost considerable 
quantities of supplies through camlessness or dishonesty on the part 
of employees. Without question, many losses of this kind can be 
avoided by using a stock-record system that enables the management 
to keep strict account of supplies purchased and sold. 

The records of the llS8OCistions did not penni t an analysis of the 
extent of inventory shrinkage except for petroleum products. Shrink
age figures for a group of associations handling pet.roleum products 
in 1934 are summarized in table 26. There was considerable variation 
in the shrinkage figures for different associations. It will also be 
noted that a considerable number of associations had a shrinkage for 
these products of over 3 percent. Associations whose shrinkage 10118 is 
not reasonably low in comparison with the data shown in this teble 
should give careful consideration to ways and means of controlling 
this item of loss. While a. certain amount of normal shrinkage is to 
be expected in handling a commodity like gasoline-through evapora
tion, spillage, and handling loss-there is little justification even here 
for a shrinkage figure as high as 2 percent. The maximum shrinkage 
on kerosene, distillate, and other petroleum products should run 
considerably lower. 

Accounting and Auditing 
The accounting of local purchasing associations in Wisconsin varied 

from simple sets of records to specially devised double-entry book-
at The ammat tum-over tor any eommodltyam be eompated by dlridlac 'be penp moatbly ID~ 

of tile commodIlJ' Into the figure tOT tile or:m of tbe IIUpp1ieI8Ohi mm_Ilr. A 1Df!f'ChaDd_ lafD.or« at J 2-
fIgund on Urls'" Indif:slea tbat the stoek oIa commodit, b: reaewed *PPI'OdmaCel, .. err moolb. wtriJe 
a mercllaDdise tum-over ore would lDdlcate thai Ulelt.odl:oIacommoclit''',....ed approI"imatef7'.......-r 
2DlODtbs. ObviooslJ'. thMe to:rn-onI' ftp:eaDlOllt he DIed wlth)odIPDGf. ... rourb lBdDtJoa G! tbe •• , 
in whieh am.pp),'" tbroocb the eMi e&:tloD dtzrtaa. 7eR'"' period .... meR: f:um -wu- JDDYe mGIft .. _ .. __ 01Il10,...'_ .......... 
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keeping systems. The a.eoounting systems used by many of the 
associations were patterned on those recommended by the Wisconsin 
Department of Agriculture and Markets or by cooperative wholesale 
associations. 

TABLE 26.-SHRINKAGE AND OVERAGE OF PETROLEUM PRODUCTS OF 
FARMERS' LoCAL PURCHASING ASSOCIATIONS, 1934' 

Number of associations showing 
shrinkage of-

indicated 

Percentage of shrinkage 
or overage 

Kerosene 
Gasoline and dis- Lubrica~ Grease 

tillate iog oil 

Overage ______________________ 0 0 5 5 
Shrinkage: 

0-0,99 percent..------ ______ 2 12 5 2 
1-1.99 peccent _____________ 8 13 14 4 
~2.99 percent _____________ 23 11 4 4 
8--3,99 percent _____________ Il 3 1 5 
4-4,99 percent _____________ 2 1 2 2 
5 percent and over _________ 1 1 4 5 

TotaL __________________ 45 41 35 27 

t Sbrinkap e&lculated U 11 percentage of volume sold. 

There was also considerable variation in bookkeeping methods. 
About one-third of the associations employed trained bookkeepers. 
In the remaining associations bookkeeping was done by the manager 
or other employees. This plan seldom proved satisfactory, since 
good bookkeeping requires technically trained and experienced 
personnel. Furthermore, it is difficult for employees whose major 
duties are other than bookkeeping to give adequate attention to this 
important part of the business. 

Of the 262 associations included in this study, ouly 201 provided 
for an annual audit in 1934. Table 27 shows the number of associa
tions of each type audited by different types of auditing agencies. 
Of these 201 associations, 70 were audited by the WlSconsin Depart
ment of Agriculture and Markets, 44 by private professional auditors, 
43 by cooperative auditing agencies, and 44 by loeal boards of directors. 
This latter method cannot be recommended, since auditing requires 
technical ability and 8. detached interest in the business. Directors 
are seldom qualified for this kind of work and, furthermore, they are 
dit'ectJy interested in having the association make a favorable showing. 
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While many of the audit reporta made available to thOf!(\ rondul't.ing 
the survey appeared to be adequate for the purpo!l('S of the local 
associations, a large number could be eritiei8t'd as t'tltirt'ly too gpnl'ml 
in nature. Much of the inadequncy of tbl'Se audits eould hE! tml' .... 
directly to the unsatisfactory nature of the accounting data from 
which the audita were made. Furth .. rmore, !'lOme o!l!l()('intion8 did 
not apP<'u to realize the importanl'e of having a eomprt'hl'n.ive 
audit and were thus unwilling to assume the E'XI'l'nse whi .. b an audit 
of this tJP<' would require. 

TABLE 27.-AGENCIES AUDITING THE RECORDS AND ACCOUNTS OF 2m 
FARMERS' LocAL PURCHASING ASSOCIATIONS, 1934 

Type 01 asaociation 

Petro1eum._ ..... _____ 
VVarehouBe ___________ 
General...t<>re _________ 
COmbinatioo _________ 

TotaL _________ 

Number of MROCiatiOlUI audited hy-

Depart.. Private rnent or prof ..... Cooper&-
agriculture .. iona1 til'e J)irf"ctoJ'lll 

and auditors agencie. 
markeb 

23 13 21 10 
23 14 I J5 

4 6 10 3 
20 11 11 16

1 
70 44 43 441 

--------- - --

Tot&! 

67 
53 
23 
{,S 

201 



StlELTER PECK 

UPpER OECK 

• 8)1OW;r. TI--___ ~~"""."'.~WC];:,...O"'W"'.T~ ... ' ____ .!!B!!I.~!Il·' .... i!!T.'_. ____ ~.!?BH'!!'~?.!W!!,T.'-' .• "'OC!.T.'-. _____ -'B"".'2I~ ~T.&O.T. 
7. I.B.FuE'LO 6.p.B.FuELQIL Ie ~ 

,j )}( ~Hf-'5~o.:'T.c=:",~.T'--_~Q]i.BE·O~W~'T.3· 2ih----J':I'_·_N"'E"'~i'B~ •• ~W~.T.[. £! =@ih--...!B!!,..d'l"':'~·~T.-'---T~'JEW['IB~~D~W~'T.~. ih ______ ,nl:,~w.T. 
A.O.8.F.W. 3.D.e.F'UEl.OIL Z.D,e, FU!.LOIL. -, 1.0.e.Fve:LOIL 

NOTE: ALL LIGHT SHDS & I=URNISH1NGS ON THIS De::Cl< ARf: NEW 

4 ~'-'EY I WOR:SHOP - r ~. 
\/,~ ~t~CJ 

NOTE: ALL liGHT BHD5 &. FURNISHINGS ON THIS DECK ARE NEW ZNO 
NwBwsP.&S 

00 

\., 

----I 
IBOILER l '" 

ut, 
ENGINE R:22.!::) §~ ?:..t!2i:.!2 -----+-,._. --~Rco,..., ~1 6-RY-

"" STORES __ . .J " '1l , r-
L_~ 

Do 00 00 

I~~ill==~~~~t-~B=A=L:LA=S=T==W=A=T=E=R~-+~=BA=L=L=A=S=T=W=A=T=E=R~ __ ~~ F ~ 

Do Do 

·,~-----------,~,------------------",~----------~,~ow~ •. ------~,,~,~~~~------" .• ~,---------------e,~~----------------~ .. ,~ 
etlDwf ~ ~ TANK TOP ~l' v.T. ~ ~ ~ 

SHELTER DECK 

UPPER DECK - BULKHEAD DECK 

2 m DECK 

1 
~ 
~~ ~ 
Bb.:::..!...2. 

1 QF"FlCERS QUARTERS T BOAT DECK 

SHELTER DEC 

!2..!.!ill!§ B.QQ!:2 
UPPER DECK 

QUARTERS .QQ 

~ -- ~ 
BALLAST Q.2. 
~ 

SECTION THRU· 4 HoLD 

REVISE.O·AUGU5T 11,1938 A.lO.H, 

S. S. AMERICAN SEAMAN 
COMPLEMENT 
COMMISSIONED OFFICERS 

WARRANT 
CHIEF PETTY 
P TTY 
NON RATED MEN DECK 

ENGINEER 
STEWARD 

8 
4 

14 
20 
78 
78 
64 

TOTAL- Z,6 to 

410' X 54'. 29'-9--UPPER OECK.3T'9··SllEl.TERDECK 

TRAINING SHIP 
UNITED STATES MARITIME COMMISSION 

WASHINGTON, D. C. 

un,L ARRANGEMENT OF HOLDS, 
DECKS & PROFILE 

SCAL£ y, .. ' 
DRAWN BY~~'''''''''-'VI"",--__ _ 

TRACEO BY...J.l.""E~.W"'· ____ APPROVEO B'--.=,-ri~""'n'r-I 

~~'l'~~'--«~H~"7'GOT'~6*n.mia .. "r-1 
.-.c"T. 0 0 M •• 

CHECKED BY' J.tt.W. 

APPROVED By 

CONTRACT NO 

PLAN NO. TS-l-S9-1 

117267--3l)---40 (Face p, 42) 



54 FARM CRt:V1T AD)UNI","TRATION 

It will be noticed, furthermore, that the petroleum B->ciationa had 
tbe smallest average percentage of total _ta in the form of cumont 
asseta, and tbe higbest percentage in the fonn of fixed _tao The 
percentage of asseta in the form of cash W68 di8tin~t1y higher, and 
the inventories distinctly lower, for petroleum &88OCiationB than for 
other types. 

TABLE 28.-AvERACE BALANCE SHEETS FOil. FAllMEU' LoCAL PUllCHA .... 

INC AsSOCIATIONS OP EACH TYPE, 1934 

A,:=r::.:: A .... for fi7 A ....... f«. A",","""" wa.nbou8e aaJd· -- mmhinJItlntJ 
Uou ..- __ ItCioDl --I .... .....,.. .. .....,.., . """,",,,. -, . 

Amoun' _0' Am ..... ...of Amon., .... , A ....... _., 
total I«aI I«aI lOCal 

---------....-
Co:rr8Ilt 1IlII!IItlI: Dol .... - - - DoIJc" -- ""'lv. --Cub •. ___ 0_. ___ . _ ... ___ . ..... ..... 2.118 U, ..... 7 "'0 "0" .. .. 

A-ocounu aDd DOt-. ~ 
eetvable. _. ____ •.. ___ ._ ,,378 21." 7 .... 2'1.81 .. ... ItI. 7Il 7 .... .. .. IDventorHa.. ____________ ..... 21 .... ..... ...... .. .... ...,. .. ... '1._ 

Ot ....................... .. ... I ... .eo ... . .. .eo . .. --- ------
Total eurrmt ...... _. ..... ..... lB. ... ... eo . ..... ....07 .D,I78 ." 

PiDda.u: 
LoDd. ................... ... ••• I .... "08 '.- I.. ..., .. .. B_ -_ ... 

mmt __________ ._. __ • __ 6.417 ..... 7 ..... 'II." "02'1 "' .. . .... 1t0lJ 

Total ftsed -'-. __ • __ ..... ..... ..... nOlI "'21 ...,. ...... ...,.. 
Ot.t.. a.e&8 _________ •• _____ • '.m 7." .... ,. .. ..... .... 721 .... 

ToCal..u: ____ . ______ 

' .. - 100. .. ...... 100. .. 'II .... ...... 30._'~ 
.~ 

IAtI:bUiUu 4ftt tNt ..",. 

Cunut IiabUWe: 
A«loanta IWonbJe. ______ 1.617 .... '. "" .... ..... 7 .• , .... ... 
Nm. paJ8b1e-•••••• _._ .. , ~ .. .. ,.,. Z.4J ".43 ..... .. ... ..... Other ______________ . ___ . na ... , ... .... JI7I) 141 ... , ... 

Total mrreot liabillU. 3,171 ..... .. ,,. 2&07 ...... .... "4JA ..... 
NODCOntIDt liabllltiel!l ________ l .... . ... ..... ..... ..... 0.07 1,," .... 

ToIaIllabllltleo ........ 4.'13Il ".21 ll._ ..... .... .u. ..... .. .. -Net worth: 
Capital stock. ______ • ___ • ..... ,U" 11._ ...... I ..... .. ... 11.411 71.71 __ IIIlJ)Iuo. 

ODd 
I1DdIstrfboted IlIt tn-
fiUID8 _________ • _______ • ..... "''11 ...... ..... .. ... .. ... ,,11' ..... 

Total_ worth _____ ...... .. ,. 17.1D1 eo." lB. ... ..... 21.122 ..... 
ToIaI __ 

"'· ... 1 
D8& worth.. ________ ...... ....... ... ... .... <11 ... ... .. .... ....... 
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Comparison of the average liabilities for the associations of each 
type indicates that the average petroleum association had the smallest 
percentage of total liabilities and net worth in the form of current 
liabilities. It is also of interest that the average general-store associ
ation had the smallest percentage of total liabilities and net worth in 
the form of noncurrent liabilities. 

There was some variation among the average associations of each 
type in the proportion of total liabilities and net worth represented 
by stock, reserves, and surplus. The average combination association 
had the highest percentage of total liabilities and net worth repre
sented by these items." Furthermore, the average petroleum associa
tion had 16.32 percent of its total liabilities and net worth in the form 
of undistributed net income, while the average general-store associa
tion had only 2.83 percent of its totnlliabilities and net worth"in this 
form. It will be noted that there was no great difference in the rela
tive proportions of net worth for the average petroleum, general-store, 
and combination types association. The average warehouse associa
tion, however, had a considerably lower proportion of net worth. 

Comparison of Average Operating Statements for Associ
ations of Each Type 

The average operating statements, as shown in table 29, also dif
fered considerably for the associations of different types. While the 
average sales'" of the petroleum associations amounted to $42,211, 
the average sales of the warehouse and combination associations were 
almost twiee as large. Althongh the average sales of the general
store associations were somewhat larger than those of the petroleum 
associations, they were much smaller than those of the warehouse or 
combination associations. The average gross trading margin of the 
petroleum associations was 24.15 cents per dollar of sales, as com
pared with 13.50 cents for the warehouse associations; 13.40 cents, 
for the general-store associations; and 14.28 cents, for the combina
tion associations. It will also be noted that the total operating ex
pense for the petroleum association was comparatively large-16.32 
percent of sales, as compared with 11.23 percent for the warehouse 
associations, 12.22 percent for the general-store associations, and 
10.54 percent for the combination associations. Expenses for the 
petroleum associations were higher largely because of the extensive 
service involved in the retail distribution of petroleum products. 

10 The .11 ftgurM ben and in SUbaeQulllt table!J OOV4ll' both supply sales and salle or prodllClta marketed, 
Doe tbn.oords did not permit separa~ cl&ss1tlcI1Uon. 
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TABLE 29.-AVERAGE OPERATING STATEMENTS FOR 

PURCHASING ASSOCIATIONS OF EACH TyPE, 
FARMER.' l.OCA'. 

1934 
.--------

tn pplroll'1lm &7 W'anlhm.- 31 ~,",",I-1II ... "7l"tlmhlnlltkm 
a.!IOCiatloM ....... 'lona AMOl'IAtioflll ~tallulI~ , .... 

Peroon'· P~t· Pforrt!nt· ~nt· 
Amount ",0' Amount ".01 Amount ..... Amount Riff' .~t 

.. I- ... MI_ ---- -------- --
Dollart 

_mu 
Dolhlr. -- Doll.,. """"' /)nI1tt,. 'm,," 

&Jes~ _ ~~ __ • ___________ . ____ • 42.211 100.00 81, till 100.00 ...... 100. flO ...... loom 
CGIt of roods ___ . ___ • ________ n0l7 1U' 71,078 1'i.0l .1.110 ".111 11._ ..... -_ .. .--.-
0f0lI tradlDR Income. _____ ._ m.UN- ,..,. 10,&11 ,,,. 7.114 13.11 lI,m lao '" 
Otbar operatLDg lneome. __ ._ --------- --------- 411 .al 1M . ,.. ... ... 

.--
Total gro&lJ opeJ'8ting 

income. __ ._. _____ • __ 141M ""10 lI •• IU. 7. 'l71 , .... 11,137 I~. 

= ~ 

Operatlng ea:pense: 
Bala.rles and oommissiolL ..... 11.38 "'"" .... ..... 41./51 .77_ &'" D1nIcton' tees •• _________ 122 • 20 ... .>1 .. .'0 7> , .. 
Travel __________________ 

2' ... • .0' 22 ... '7 DO 
Taxes _____ •• _______ • __ ._ 177 ••• ... ... 3M . .. .... ... Imlll'8DCl8. ______________ I .. . M ... .... .... ... m ... 
ReD'~ ________ •.•••. _____ , .. • 44 .. .... .3& .23 , .. 

• •• DepreclatiOD. ___ •• ______ ... .. "" ,.. ... ... .... .... • lIB 
Be ....................... 'iI .23 ... .M ... .'" , ... . .. 
Supplkll'-_________ . ______ '48 .M ... ... .... . .. 17< .21 
Beat. Hght, and powar __ m • 31 .... ... 27' .M .. , .40 
Telephone and. telegraph.. .. .11 III . 1' n ••• ... ••• Leo,,!.. .................. • • DO • .0' • ••• --. _. -". .. ....... 
Audit ____ .•• ___ • _____ • __ .. . ,. ., ... '" .14 .. .m 
Adverti:lJlng and do ... 

tiOntL _________ • _______ ... .1. .. • ID .38 ... '''' .11 
<'A>llect.ion and bad debt&.. .. .1 • OM . .. I.' ... 41' . .. 
Truck 6Xpen!I8. __________ 

• 27 • 3Il 'M ••• ... ... ... ... 
Miscellaneous. __ • _______ ... ... .... 1.21 .." . ... ... ... 

Total OperatlDK ex· 
pense.- --- --- - - ------ ..... 1&.32 0,174 ]1.23 ..... 12. 2'1 8,731 lOoM 

~ 

Het~1ncome _______ .. ,.. 7.8" 1 .... 2.27 ... 1.18 a,IOO 3.1. 
Other income ________________ 21' .. , .. , ... 30' . 12 ... ... 
Other deductlons. __ • ___ • ____ ... .M ... L'" ... .... .. ... 

---Total net inanne ______ a2118 1. '" I. !U I." ... 1.01 f."IO H, 

The average petroleum association had a net income of 7.79 per
cent of sales, a much larger percentage than the average association 
of any other type, even though the total operating expense for petro
leum associations represented a larger percentage of sales. In other 
words, the larger trading income of petroleum IISSOciatioDs more than 
counterbalanced the higher operating expense. 

Average Operating Ratios for Associations of each Type 

For further analysis, average operating ratios for the fI88OCiationtl 
of each type constructed from the balance sheets, and profi t and 10M 
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statements shown in tables 28 and 29, are presented in table 30. The 
amount of current assets per dollar of current liabilities did not differ 
greatly among the associations of each type. All had between $2 
and $3 in current assets for each dollar of current liabilities. 

The amount of working capital-the amount of current .assets in 
excess of current liabilities-per dollar of total assets shows more 
variation among the associations. The general ... tore associations 
had 34 cents in working capital for each dollar of total assets; whereas, 
the combination associations averaged 42 cents. The significance 
of the ratio of working capital to total assets depends largely, how
ever, on the tum-over, or liquidity of current assets. Although this 
ratio was higher for the combination association than for the petro
leum association, the latter had a larger percentage of its current 
assets in the form of cash and a smaller proportion in the form of 
receivables and inventories. 

TABLE 30.-AVERAGE OPERATING RATIOS FOR FARMERS' LOCAL PUR
CHASING ASSOCIATIONS OF EACH TYPE, 1934 1 

A vemge for associations in group . 
Ratio Petroleum Warehouse General- Combina-

associ~ associ&- store tion 

tions tions associa- associa-
tions tions 

Current assets per dollar of cur-
rent liabilities _______________ $2.80 $2.30 $2. 36 $2. 99 

Working capital per dollar of 
total assets ____ . _. __ . __ . _. __ • .36 .38 .34 .42 

Accounts and DOtes :receivable 
per dollar of net sales. _______ .08 .10 .09 .09 

Net worth per dollar of total 
liabilities __________________ • 

2.31 1.54 2. 13 2. 31 
Net worth per dollar of fixed assets ______________________ 

1.93 1.94 2. 08 2. 04 
Net worth per dollar of total 

asselo _________ ._. ___ ..... _. .70 .61 .68 .70 
Sales per dollar of total .....,ts_ .. 2. 69 2.89 1.95 2. 74 
Net income per dollar of total 

.... te ______ . __________ ..... .21 .04 .02 .10 
Net income per dollar of net 

","orth ______________________ .30 .07 .03 .14 

The average associations of the several types had about the same 
amount of accounts and notes receivable for each dollar of net sales, 
the accounts receivable amounting to approximately one-twelfth of 
the year's sales. 
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The amount of net worth for each dollar of tot.al liabilit,j .... WlU\ 

considerably lower for the average wlU"('house assoeiatiol'l than for lilt. 
other assoeiations. The average association of the j)<'troll'um, (l:enpml
store, and combination types had over $2 in nt't worth for each dollar 
owed to creditors. There was little difference in the amount of npt 
worth for each dollar of fixed assele. which was approximatrly $2 
for associations of all types. The average amount of net worth fur 
each dollar of total assele was lowest for the warehouse l188OCiation •. 
This ratio indicates that the members of the petroleum. general-sto ..... 
and combination associations, in comparison with the memt...rs of 
the average warehouse association. had a larger percentage of equity 
in the total assele. However. even the warehouse lISSociations had 
on the average 61 cenle in net worth for each dollar of lotal _Ie. 

The amount of sales for each dollar of total_Ie was considerably 
lower for the average general-store I1S8Ociation than for the petroleum. 
warehouse. and combination types. There was a great dilfen>nce in 
returns on all capital employed by the I1S8Ociations, as shown by th~ 
amount of net income per dollar of total &8I4e1e. For example. the 
average petroleum assoeiation had a net income of 21 cenle for ell("h 
dollar of total assets, while the average general-store association had a 
net income of only 2 cents for each dollar of total 1IS8e1e. Further
more, the average petroleum association had a net income of 30 cenle 
for each dollar of net worth as compared with 3 cents for the average 
general-store assoeiation, 7 cents for the average general-warehouse 
association, and 14 cents for the average combination association. 

Individual Variations in Financial and Op::rating Condition 

The average balance sheets and operating statemenle show the 
general financial and operating results for each type of local associa
tion. Naturally, the financial and operating data varied among the 
associations of different types, and these variations afford further 
insight into the characteristics of each type of IIS8Ociation. 

In table 31, local associations are grouped according to the variationR 
in the bases of the average ratios shown in table 30. Of the 62 
petroleum IIS8Ociations 26 had total assets of less than $10,000 and 
29 had assets of between $10.000 and $20,000. On the other han.I, 
of the 55 general-warehouse associations, only 23 had total assets of 
less than $20,000. Only 4 of tbe petroleum associations as contrasted 
to 14 of the general-warehouse associations, bad total assele greater 
than $40,000. Total assets of 5 general-store associatioll8 and 21 
combination associations were grea ter than $40,000. 

Table 31 also shows 199 local purchasing associations classified to 
show the amount of current assets for each dollar of C'l1Tent liabilities. 
Of these associations 16 had less than $1 in current assets for each 
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dollar of current liabilities, while 57 associations bad $1 to $2. Tbe 
remainder, 126 associations, bad over $2 in current assets for each 
dollar of current liabilities. Seventy-one associations had current 
assets of from $2 to $5 for each dollar of current liabilities; 55 had over 
$5; and 35 associations had $10 or more. The associations of each 
type were distributed in about the same proportion with regard to 
the current assets for each dollar of current liabilities. In other words, 
there were associations of each type with small, medium, and large 
proportions of current assets to current liahilities. However, most of 
the associations in each group had hetween $1 and $5 worth of current 
assets for each dollar of current liahilities. Tahle 31, therefore, shows 
a considerable variation in the condition of these associations as in
dicated hy this measure of operating liquidity." 

TABLE 31.-D'STR,aUT'ON OF ASSOCIATIONS OF EACH TYPE ACCORDING 

TO SELECTED OPERATING CoMPARISONS 

. Number of associations 

Operating comparisons 
Petro- Ware- General- Combi- AU 
leum house .toT. nation typee 

Total assets: 
10-$9,999 •••• _________ •• _ 26 10 4 5 45 
110,000-119,999 .. ________ • 23 13 6 20 62 
120,000-129,999 ____ . __ .. _. 6 10 9 8 33 
130,000-$39,999 ..... __ .•. _' 3 8 6 5 21 
14O,()()O--$49t999 ______ -- _ -- 3 7 2 6 18 
130,000-159,999 ... __ • ____ . 1 1 1 7 10 
160,000-569,999 ________ ___ -------- 5 -------- 4 9 
170,000-179,999 •.••. ___ .. _ -------- -------- -------- 3 3 
$80,000 and over __________ -------- 1 2 1 4 

Total ••••••••• _ ••••. __ . 62 55 29 59 205 

Current a.ssets per dollar of cur-
rent liabilities: 

$0-10.99 ••••••. _ •.• _ ••••. 7 :; 2 2 16 
11-$1.99 ______________ •. ' 16 15 7 19 57 
$2-$4.99_ •• _______ ••• ____ 21 19 14 17 71 
$6-$9.99 ____ • __ • ____ • ____ 7 7 1 5 20 
110 and ov.r ____ ... __ ..... 8 11 4 12 35 

Total ... __ ............. 59 57 28 55 199 

tl While the authors do not believe that this ""Uc of trurreQt asseb to eunent liabilities. Of' lor that matter, 
8111' one 0( tbe ftnanclalmUQI CUI ~ wed 'With oomp1ete conftdeno& for measuring OfJ8latinc oondition; 
thQ' an of 'be opinkm tbat .anaaMStatiCID ahould: aWl., to have at -.st $2ln 0WlQt. assets tor each dollar in 
9Qm.Dtl1abill~ 
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TABLE 31.-DISTRIBUTION OF ASSOCIATIONS OF EACH TYPE ACCORDING 
TO SELECTED OPERATING CoMPARISONs-Continued 

Number of _laUo"" 

Operating comparisons 
Petro- W._ General- Combl- All 
leum ho_ .tore nation typee 

GI'O!!8 income in percentage of 
wee: 

Under 3.9 percenL ________ 
----~--- 6 1 - . - ---- '1 

4--1.9 percent _____________ -------- 6 I a 10 
8-11.9 percenL ___________ 3 19 11 18 III 
12-15.9 percent ___________ I 18 12 21 lI2 
16-19.9 percent ___________ 5 1 Ii 12 29 
26-23.9 peroont ___________ 14 I 

____ a ___ a III 
24--27.9 percent ___________ 22 -------- 1 I 24 
28-81.9 percent ___________ U -------- -------- 1 III 

Touu __________________ 
59 57 31 59 206 

Operating expense in percentage 
of wes: 

Under 3.9 percent _________ 2 5 -------- 2 9 
4--7.9 percenL ____________ 2 22 4 16 44 
8-11.9 percent ____________ 2 25 U 30 71 
12--16.9 percent ___________ 19 4 9 4 36 
16-19.9 pereenL __________ 28 -----.-- 4 4 36 
26-23.9 percent ___________ Ii .------- 2 1 8 
24--27.9 percent ___________ a -------- -------- -------- 3 
28 percent and over _______ -------- 1 -------- -------- 1 

Touu __________________ 
61 57 33 57 208 

Salaries~ wages, and oommissioll8 
in percentage of sales: 

6-1.9 percenL ____________ 6 2 ., 3 II 
2--3.9 peroent _____________ 4 24 0 16 44 
4--5.9 peroent _____________ 2 III 10 25 56 
6-7.9 percenL ____________ 4 II 8 10 lIlI 
8-9.9 percenL ____________ 6 2 6 2 16 
16-11.9 percent ___________ 14 0 1 I 16 
12--13.9 percenL __________ 13 0 I I 15 
14--15.9 peroenL __________ II 1 1 0 13 
16 percent and over _______ 2 0 1 0 3 

TobU __________________ 
62 59 28 58 207 
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TABLE 31.-D'STR'BUTION OF AsSOCIATIONS OF EACH TYPE ACCORDING 
TO SELECTED OPERATING COMPARISONs-Continued 

-
Number of associations 

Operating comparisons 
Petro- Ware- General- Combi- All 
leum house store nation types 

Managers' aalaries aod com-
missions: 

<Hl.9 perceol-_______ . ___ . 1 1 1 2 5 
1-1.9 peroent ____________ . 6 15 <I 20 45 
2-2.9 pereent __ , _________ . 5 14 4 13 36 
_.9 peroent ____________ . 1 8 1 4 14 
4-4.9 pereent _____________ -------- 4 2 5 11 
5--5.9 perceot ____________ . -------- 4 -------- -------- 4 
6 percent and over ________ --.---.- 3 2 2 7 

Touu _________________ . 13 49 14 46 122 . 
Net income as a percentage of 

sales: 
14 percent and over _______ 5 -------- -------- -------- 5 
12-13.9 percent. _________ 3 -- -- - -- -------- -------- 3 
I~I1.9 percent __ .. __ . _ . __ 6 -------- -------- ----_.-- 6 
8-9.9 percent ____ . ___ . _._ 16 1 -------- 4 21 
6-7.9 percent _____ ------- 12 4 1 3 20 
4-5.9 peroenL ___ .. _______ 10 11 6 11 38 
2-3.9 pereent ___ . ______ . __ 5 11 6 23 45 
~L9 pereent _____________ 2 18 10 8 38 L<.m ____________________ . 

2 11 8 5 26 

Touu _______ . ______ . __ . 61 66 31 54 202 

Net income .. a percentage of 
net ,,"orth: 

70 percent and over _______ 5 3 -------- 1 9 
60-69.9 percent. _____ . ____ 2 -------- -------. 1 3 
~50.9 percent ___ . _. ___ ._ . 5 -----.-- -------- -------- 5 
_0.9 percent _____ ...... 7 6 -------- 3 16 
_30.9 percent __ . _ ....... 19 5 1 9 34 
_29.9 percent ___ . __ . __ .. 9 7 2 10 26 
1~19.9 percent ___ . __ . _. __ 7 8 5 6 26 
~9.9 percent. ___________ . 5 14 13 19 51 Lcos ____________ . _______ . 

2 .10 5 4 21 

Touu _________________ . 
61 53 26 53 193 

-
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Local associations were al80 group...! a('('ording to gross inoome lUI 8 

percentage of sales. Although the gross income for most p"troll'llm 
associations ranged from 20 to 32 percent of 8al('8, tile groM ine~ml'or 
other local associations ranged considerahly lower. The vari"tion 
in gross income for the local associations of different typtl8 mn be 
explained largely by the type of commodities hRndlrd, !lin~e grOM 
margins varied widely for different products. Thia ('ondi tion i .. 
illustrated by table 32, which shows the gross margin .. rrreivrd by 
local associations for handling.c~rtain supplies. It will be noW tI'8t 
gross margins for gasoline, kerosene, and similar produrt8 wnd"d to 
range from 20 to 40 cents per dollar of 881 .... , while grot'S margins for 
feed, salt, twine, seed, and similar commodities tendrd to range from 
5 to 15 cents per dollar of sales. However, not. all the dillerenceR 
in gross income hetwe~n associations can he explainpd by tJP" of 
business and amount of various commodities handJrd. Some allllo"i,,
tions prefer to operate on smaller gross mnrgins in order to sell suppliCII 
at a lower price. Other associations hnve larger gross margins bt-
cause the volume ~f tbeir operations ennbll'S them to buy supplies at 
lower cost. In some areas severe comp .. tition materially limits tbe 
amount of gross margin obtainable by all distributors alleeW. 

The associations also varied considerably in total operating expense 
as a percentage of sales (tnble 31). Most of the petroleum ll880ciations 
had total operating expenses ranging from 12 to 20 percent of sales, 
while the total operating expenses for most of the associations of the 
other types ranged from 4 to 12 percent of sales. 

The variation in total operating expenses for the lIIlSOCiatiens of 
each type can be partly explained by the differences in serviees end 
methods of operation. For illustration, it costs more to provide a 
diversified service than a service limited to a few major items. Further
more, costs very 'with the amount of credit or delivery service. The 
degree of operating efficiency also explains part of the difference 
among associations in the amount of total expense per dollar of sales. 
In other words, an association with a competent manager will tend 
to have lower operating expense. 

One of the most important factors influencing the variations in 
operating expense is volume of business. This is indicated to some 
extent by table 33, which shows the average operating expense per 
dollar of sales for the associations of each type classifi...! according to 
amount of annual sales. It will be noted that the associations of each 
type with annual sales of over $80,000, had considerably smaller aver
age operating expenses per dollar of sales than ftMOCiatiol18 with ann ual 
sales of less than $40,000. It is significant, however, that the 8880-

ciations of the petroleum and combination types with annual sales 
of less than $40,000 had lower operating expense per dollar of sales 



TABLE 32.-GROSS OPERATIXG INCOME ON VARIOUS COMMODITIES HANDLED, AS REPORTED BY FARMERS' LOCAL PURCHAS

ING ASSOCIATIONS OF ALL TYPES, 193-1 

('ommodit,Y 

Feed •... . w w "W 

Graip ___ w _. w • _. _ • _ • 

Flourw_w~ __ . . . 
SalL_ .............. 
Twinc~_ _~~ •. _w.". 
Seed ....... . --. - -
Coal .............. ' 
Machinery_ . .. . . 
Fertilizer ___________ 
Hardwarc __ ~_._ .. 
Groceries_ ~ ___ __ ___ 

FI y.pray __ ......... 
Wirc __________ . __ 

1 . ycenne __________ 
Ires and b.tterl ..... 

ular gasoline. ___ 

G 
T 
Reg 
} {eroacne and distil .. 

l.te .... ___ ...... 
ubricating oiL ____ . L 

G rcase ____ .w~ •• _._. 

AS6!ocia~ 
tions re-
portillg LosH 0-4.9 5-9. 9 

cents cents 

38 0 9 8 
12 0 2 5 
24 2 5 10 
10 0 2 2 
21 0 7 7 
21 2 1 1 
17 0 0 2 
7 1 0 1 
9 0 3 2 
6 0 0 I 
6 0 2 1 

14 0 0 0 
5 0 0 1 

14 0 1 2 
28 0 0 3 
67 0 0 2 

70 0 0 1 
69 0 2 0 
55 0 0 0 

. ___ L._._L_ 

GrOB8 mar~in per dollar of sales 

10-14.9 15-19.9 20-24. 9 25·29. 9 30-34.9 35-39.9 40-44.9 Over 45 
cents cents cents cents cents cents cents centtl 

.. _-- ... _-- .. _---
--01-

13 4 I 1 0 0 0 
3 0 I I 0 0 0 0 
6 I 0 0 0 0 0 0 
3 3 0 0 0 0 0 0 
4 0 1 2 0 0 0 0 

10 3 3 1 0 0 0 0 
4 6 4 1 0 0 0 0 
2 0 2 1 0 0 0 0 
3 0 1 0 0 0 0 0 
2 I I 1 0 0 0 0 
2 1 0 0 0 0 0 0 
1 0 0 1 1 2 5 4 
2 1 0 I 0 0 0 0 
2 2 3 I 3 0 0 0 
5 8 10 2 0 0 0 0 
1 8 15 19 20 2 0 0 

2 2 4 17 20 21 2 1 
1 6 II 17 19 11 2 0 
2 1 2 .> 18 14 6 7 
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TABLE 33.-AVERAGE OPERATING EXPENSE PElt DOLLAIl OF SAL£I Foa 
204 FAIlMERS' LocAL PURCHASING ASSOCIATIONS, BY TYPE OF ASSOCI

ATlON,1934 

----
Petroleum Warehoulle Gen~ral-oto""1 Cumhinol/nn 

888OCiations associatioRII &88O<'iatioos &MOCiatiolJA 

Annual .aIes Ex- Ex- 1-:.- E.-
Re0- pen ... Re0- pen ... R...,.. pen~ R(>(l- pen .... 
ords per ords per 

Ol"fL1 
per ordo pP.r 

taken dollar taken dollar taken dollar taken doll.r 
of of of of 

sales sales sal.,. .. I .... 

----------- ---- ----

Num~ Num- Num- Num-
ber Cent. ber Com. ber Cent. b ... Cenlo 

Under $40,000 _______ 36 16.25 20 16. 10 12 1& fill II 10. 88 
$40,O~$79,999 _____ 11 16. 99 16 9.63 10 10. 92 26 11.83 
$8O}OOO and over. ____ 8 15. 17 21 7.80 7 11. 511 21 8. 112 

-- ----
TotaL ________ 61 16. 32 57 II. 23 29 12. 22 67 10.64 

than such associations with annual sales of $40,000 to $80,000. More
over, the general-store associations with annual sales of over $80,000 
showed higher operating expense per dollar of sales than such associa
tions with sales of $40,000 to $80,000. 

The relationship of operating expenses to volume of salPA for each 
type of purchasing association is shown in figure 3. It will be noted 
that operating expenses per dollar of sales tended to decrease with 
increasing volume of sales. However, the scatter of the dots repre
senting the operating expense per dollar of sales and the value of 
sales for given associations indicates that the degree of relationship 
is not of major significance for any type of local association. There 
are many individual associations with small annual sales and relatively 
low operating expenses per dollar of sales and many associutions with 
large annual sales and relatively high operating expenses per dollar 
of sales. 

Since salaries, wages, and commissions are the IllrgCl<t single group 
of expense items in the operation of a farmers' local purchasing _ 
ciation, the associations are classified in table 31 (pp. 51HH )according to 
the amount of these combined expenses per dollar of sales. It will be 
noted that these expenses for the petroleum associations ranged from 
10 to 16 cents per dollar of sales, while most of the associations of the 
other types had expenses for this purpose ranging from 2 to 10 cents. 
The higher expense for sslsries, wages, and cornmissioll!l lor ass0cia
tions of the petroleum type can be psrtly explained by the added 
costs incurred by these associations in delivering the products to tbe 



RELATIONSHIP OF OPERATING EXPENSES PER DOLLAR OF SALES TO VOLUME OF SALES, 
FOR FOUR TYPES OF LOCAL FARMERS' PURCHASING ASSOCIATIONS IN WISCONSIN,1934 
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farmer. In genernl, these associations 1't'Quil't'd tru~k drivel'll to pro
vide truck t>quipmt'nt, and it W88 customary to J't'imhuroe thl'm for 
their investmt'nts in the form of 8alari"" and conmuSKi"n8 paid for 
sal .. " and delivery service. 

While the data in table 31 show that the Pl'troleum ~dation8 
tended to have much higher total expense for salari"", wag"". and com
missions. it was maintained that this was largely bet'allN> of the .. "tm 
personnel servire r<>quired in oPl'mting a pt'trol"lIm a..-...iation. 
Table 31 also indicates that petroleum ossociations do not tend to havo 
a higher expense per dollar of sales for managers' IIlllaries and rom
missions. As a matter of fact, a higher Proporti9n of the 8.""""iation~ 
of the other types tended to have a higher expense pl'r dollar of .... Iea 
for managerial services. 

Table 34 indicates the monthly wage payments to 224 t1mployootl 
other than managers of cooperative pllrchaaing UMciations of the 
various types. It will be noted that 30 811Ch employees Tet'eived 1_ 
than $50 per month, while 84 received from $50 to $69, and 92 r<>ceived 
from $70 to $99 per month. Only 18 employ_ received $100 or 
more per month. The monthly wage rates were apparently deter
mined largely by loeal employment conditions and the personal 
efficiency of the worker rather than by type of &88OCiation. 

TABLE 34.-MONTHLY WAGES PAID FULIr TIME EtofPLOYEES ()rHER THAN 
MANAGERS FOR 224 EtofPLOYEES OF FARMERS' LocAL PURCIIAS'NG 
AsSOCIATIONS, BY TYPE OF ASSOCIATION, 1934 • 

Monthly salary 

Under $50 •••••. 
$.">0-569 ••• ___ __ 
$70-$99 ___ •••• 
$100 and m'er __ 

Number of employees aceordiOJ{ to type ttl lM'nice 

I----,-----~-.--~--"- ..... ----.. 
r 

Petroleum &880- Warehouse 
eiation U8OO'iation 

C'ri!<neral- Corohina--
.tore aMI)- tion aNloci .... 

C"lation tifJO 

Total ----

St,a.. ~ Of- Ware- Of- I ~: I Ware. Of· 

30 
84 
92 
18 

lion ery lice boll.., fice ::. _ fi_~ hO"~ __ II"" 

1 
9 
7 
2 

1 
2 
9 
o 

7 
3 
2 
1 

2 
20 
28 

" 

3 
5 
3 
I 

9 0 3 4 
II 3 24 7 

341~ I .: 2 •• : I ~ :11 TotaL._ 224 19 12 13 54 12 "'~-I 
_______ ~ __ ~ __ L-~ __ -L __ _L __ 21. __ 1 . I 

I Does DOt iDdude empJoyees paid on. commlalloa ...... pncdce .. tnm .. t'GIDfbftD __ .-u~' 

.............. i 

Net income or loss per dollar oC sales also varied widely for the locJ I 
associations of different types (table 31, p.61). The table indicates that 

1 
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26 of the 202 associations included in this table, or about 13 percent, 
suffered a net loss. A significantly smaller percent..""" of tile pe
troleum associations, however, had a net loss compared with the 
other three types of association. The data indicate furthermore, 
that the petroleum associations tended to have higher net incomes per 
dollar of sales than the other associations. Of the 61 petroleum 
associations, 52 had net incomes of more than 4 percent of sales, while 
30 had net incomes of more than 8 percent. Of the 56 general-ware
house associations 11 showed a loss, while only 16 showed net incomes 
greater than 4 percent of sales. It will be noticed that moat of the 
general-store associations, likewise, had small net incomes. Of the 
31 associations of this type only 13 had net incomes over 2 percent of 
sales, while 8 reported a loss. The combination associations tended 
to have a higher net income per dollar of sales than the warehouse and 
general-store associations. Of the 54 combination associations, 34 had 
net inCOilles ranging from 2 to 6 percent of sales, and 7 had net incomes 
of from 6 fo 10 percent of sales, whereas 5 showed a loss. 

The amount of net income for the associations of each type is clas
sified in teble 31 in percentages of net worth. Of the 193 associations 
of all types, 21 had operating losses, while 51 had net incomes ranging 
from 0 to 10 percent of net worth, and 121 incomes of more than 10 
percent of net worth. 



Comparative Standards for Measuring 
Operating Efficiency 

AVERAGE finlmciallmd operating statements for BOrne of the hl-st 
£1 and some of the poorest IISBOciations of each type are shown in 
tables 35 to 42. These average statements can be used by individual 
local IISBOciations as IL rough basis for measuring their ol"glmization 
stability, and operating performance with that or associations which 
are better or poorer than the average. In order to facilitate compari
son, the figures in the financial statements have been calculawd in 
percentage of total assets-that is, cents per dollar of total 8.'!8C1A and 
the figures in the operating statements in percentage of sales-that 
is, cents per dollar of sales. 

Since the associations in eo.eh group are not strictly homogeneous, 
the average figures should be used with consideration, as IL basis for 
comparison with a given IISBOciation." Associations of each type 
operate under varying local conditions, are of different ages and 8;7 ..... 

handle different proportions of various commodities, and operate in 
different ways with varying degrees of competition. It is belicvl'd. 
however, that even when all these factors are considered, there is 
considerable value in such average figures l1S a general b .... i .. for 
studying operating efficiency. The associations which are hVN! 
designated as "good" or "poor" have been selected to take into 
o.ecount such fo.etors as: (I) Ability of the association to make a 
saving; {2} members' support and relative permanence in the com
munity; (3) ability to keep operating expenses low; and (4) type of 
service rendered. In other words, in c1llSSifying the associations 
consideration was given not only to facts disclosed by the financial 
and operating statements. but also to facts obtained througb personal 
inspection of the lISBOCiations as going concerns. 

Petroleum Associations 

Average finlmcisl statements for 61 petroleum I188OCiations and lOT 

10 "good" and 10 "poor" associations of the same type, appear in 
table 35. It will be noted that totsl assets averaged $18,165 for the 
good lISBOCiations, and $15,315 for the poor associations. . 

d Sinc&fm1l"Ya.t!OCIaUon opera_UDder' Ita own liveD _ofc.mdll1oosaod ~ tIwe may ... 
uedlent reasaos wby Uleoprerat1n& and fIDaDdaJ IR&UIDeOUI at. J1yen a.ocIaUoo vary 'rom tboM of oUa« 
aMDCiaUom or the same type. F« thaL reaIOIl,. eaeb ~ sbauld ma.k. year-io-y., ~ of 
Its own fbwldal and operaUn:r lltatemeDu as a hula tor 4etermiDlDlwbetber Ii. .. Imprtn "Ita ~ 
efDdency. For d.i.scWJIIon of methoda lot stud7ioc CJPIft&JDI emdeDc:T~ _ Knapp. 1. 0 .. YdDnICU 0'1 

DnCIDICT ~a coopmu.'IJV& PUKCIU!IDKJ .&8!IOCUTIOM. AmIr. Caoptnl .... lY16: ..... 11. 
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TABLE 35.-AvERAGE BALANCE SHEETS SHOWN IN PERCENTAGES OF 
TOTAL ASSETS, FOR 61 PETROLEUM ASSOCIATIONS AND FOR 10 SELECTED 
uGOOD" AND 10 SELECTED "POOR" PETROLEUM ASSOCIATIONS, 1934 

Average percent.age of total assets 

-Item 
61 8.S'<;O-

10 "good" 10 u poor" 
eiations associ&- associa.-

tions tions 

A .. ets 
Current assets: Percent PercBnl Percent 

C .. h •.•••.••.•.•••••••••••••••.•••• 13.36 9.21 7.49 
Accounts and notes receivable ___ ~ _____ 21. 54 18. 44 24. 18 
Inventories __________________________ 21. 69 24. 56 17.83 
Other _____ ~ _________________________ .06 ---------- .06 

Total current assets. _______________ 56.65 62.21 49.56 

Fixed assets: 
Land ••.•...•.•••••••••••••••••••••. 1. 56 2.01 2. 15 
Buildings and equipment. ____________ 34. 54 34. 34 38. 67 

ToW fixed ..... ta ..... __ ........ _ .. 36.10 36.35 40.82 
Other assets. ____________________________ 7.25 11.44 9.62 

Total .... eta __ .. _._ ....... _____ ._ .. 100.00 100.00 100.00 

Liabilitie~ and net worth 

Current liabilities: 
Accounts payable. _________ . ______ ___ 9.67 12.73 6.4.3 
Note. payable __ ..................... 5.94 6.26 10. 14 
Other ___ ... ____ ... _. __ .............. 4. 61 4. 14 5.14 

Total current liabilities _____________ 20.22 23. 13 21.71 
. Noncurrent liabilitics _____________________ 9.99 7.70 22. 23 

Total liabilities ________________ ____ 30.21 30.83 43. 94 

Net worth: 
CapiW stook __ ...... __ .. '" ......... 37.52 32. 66 27.14 
Reserves, surplus, and undistributed 

net income ________________________ 32. 27 36.51 28. 92 

Total net worth ______ ______________ 69.79 69. 17 56. 06 

Total liabilities and net worth ____ _ -. 100.00 100.00 100. 00 

DoUara DoUar. DoUora 
Average amount of total assets ____________ 15,684 18, 165 15,315 
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Tbe good associations bad sligbtly lBJRl'r proportions of lolal 
BSSl'ts in tbe rorm of "'UTl'nt as....-ts. larl-wly hl'rau"" In"."r proJlnrlinM 
wl're in the form of cosb and inv .. ntori..... The poor 0....,..i"tion8 had 
appreciably largt'r proportions of tbeir total 8S!I<'ts in the form of 
Recounts Bnd not.rs ~eiyublt". Tile 8venaJ;re pt"tml("UID o~illtiun 

bod & larg .. r proportion of its totol IL ....... ts in the fono of .. ..,.b and 
rec .. ivabll's thon the av .. ro~ Itood oA8O{'iotjon and & Amall"r propor
tion of its totnlll. ....... ts in tbe form of inventoril'S. 

The average total ("urrl'nt liabilities for the 61 pt'trol .. um __ is!i"n. 
W88 slightly lower than the aVl'rage for the poor ~iations and aloo 
lower than the overage for the good associotion8~ The aVl'rage total 
non("urrent liobiliti .... for the good 8SSOCiations WDB only 7.70 c .. nts 
per dollar of total liabilities and nt't wortb IL'l romparl'd wilh 22.23 
rents for the poor associations. and 9.99 rents for the 61l1S8OCiation8. 
Total liabilitit's for tbe good associations aVl'raged 30.83 cents ppr 
dollar of totolliobilities and net worth 88 comparl'd with an av .. rage 
of 43.94 cents for the poor 88SOCiations. The Itood oA8O{';ntions had, 
therefore. 69.17 cents of nt't wortb for every dollar of total 8lI8ets 88 

compared witb 56.06 cents for the poor 8SSOCiat;ons. Thill diff .. rent'e 
between the good and poor """8OCiations was largely the result of the 
higher average undistributed net income for the former group. The 
average undistributed net income ror the good associations W&8 24.84 
cents per dollar of total assets as compared with 12.91 cents for the 
poor associations. 

Operating statements for 61 petroleum &ssOciations and fnr the 10 
good and the 10 poor associations of this type are shown in table 36. 
It will be noted that a\"erRge sales were $42,211 ror the 61 a"sodations. 
$56.083 for the good associations. and $29.512 for the poor associations. 

The average gross trading income was 24.04 cents per dollar or 
sales for the good associations and 27.43 cents for the poor &MOeia
tions." In other words. the good associations tended to opt>role on 
lower margins. The average good petroleum &s8OCiation had totsl 
operating expl'nses of 14.46 cents per dollar of sal ..... the average poor 
association 20.96 cents. The higher operating expenses of the poor 
associations resulted in net income of 6.09 cents per dollar of ... 1.,.. 
for that group as oomparl'd with 9.59 cents pL'r dollar of sal"" for tbe 
good associations. Since the average sales of the good 8MOCiations 
were oonsiderably larger than those of the poor associations. the lower 
expenses per dollar of sales of the fonner group were, no doubt. partly 
because of the advantag ... of Jarge-<!<"ale opt>ration. A det&iled in.~pee
tion of expenses shows that salari .... directors' fees. trnvel, insurance, 

a A fee ... pet.to!eum -..:riations .-eft. npetW.i_ In t::IIJIlUIIUDKiM _barB Iblft ... IIIIDar .... ~ .... 
pat of tbe rear. Tne. MIDdatioos .<eft ndoded from botb I.be Rood and u. poor ~_ 'nIeN .... 
bowna'. varialiDmlu the~tn"e$lOOWtuoft&nk-tr"Ddt aDd ~ ....... bicbcaa1d DOl be'" 
iDto aooomrt in!ll!led:iDr: the t_OJroDpl. The.mhr.n do DOC belieTe tb8t the ~ iD u.difDC' IDIqlQI 

f« tbese ~iQne an stcn*""nt witb I'e!!:per$ 10 the ~ aebienq_ 
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ren t, depreciation, heat, light, and powel'-when measured as a per
centage of sllles-tended to be considerably lower for the good 8SSO

cilltions. Such overhead expenses per unit tend to fall with an 
increased volume of business. 

TABLE 36.-AVERAGE OPERATING STATEMENTS SHOWN IN PERCENTAGE OF 

SALES FOR. 61 PETROLEUM ASSOCIATIONS AND FOR.IO SELECTED "GoOD" 

AND 10 SELECTED "POOR" PETROLEUM AsSOCIATIONS, 1934 

Average peroentage of sales 

Item 10 HgoodH 10 "poor" 61 &880-
ciations associa- associa-

tions tions 

Sales and gross income: Percent Percent Percent 

~------------------------------- 100. 00 100.00 100.00 
Cost of goods _______________________ . 75.85 75. 96 72. 57 

Total grosa trading ineornc ________ 24- 15 24. 04 27.43 

Operating expense: 
8&lariea and COn:unissloDB ______________ 11.38 lO,29 13. 56 
Directors' feetL ______________________ .29 .23 .43 1?avel ______________________________ 

.05 .06 10 
Taxes ____ ._. ___ • ______ • _____________ .42 .38 .39 
Insurance ___________________________ .36 .36 .44 Itent _____________________ . __ .. ____ . .44 .33 .94 
Depreciation _________________________ 1.03 .81 1. 52 
Repairs ____________________ ~ ________ .23 .35 .22 
Supplies _____________ ._. ________ . ____ .35 .34 .42 
Heat, light, andpower ________________ .31 16 .59 
Telephone and telegraph ____ .. ____ . ___ 11 12 13 
Advertising and donations _____________ 19 .21 .28 
Audit ________________________ • ______ 10 .03 17 
Collection of bad debts _______________ 19 .03 .28 
Other expense _______________________ .87 .76 I. 49 

Total UllCl'&tillg expeniSC. _______ - - -- 16.32 14.46 20.96 

Net operating income _____________________ 7.83 9.58 6.47 
Other income ____________________________ .51 .40 .91 
Other deduction8 _________________________ .55 .39 1.29 

Total net income ________ '- _. ________ 7.79 9.59 6.09 

Dollar. Dolla .. DoUara 
Net sales _______________________________ • 42,211 58,083 29,512 
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Warehouse Associations 
In table 37 are presented average balance shN'ts for 57 wan-bou .... 

88SOciations and for 10 good and 10 poor 888OCiations of thi8 tyP<'o 
The average total assets were $28,234 for tbe 57 888OCiations, $30,187 
for the good 88SOCiations, and $22,466 for the poor 888OCiations. 

'While the average good warehouse BSSOMation had 78.07 ~t'nts pt'r 
dollar of total assets in current assets, the avt'rnge poor 888OCiation 
had only 49.66 cents. Cash amounted to 11.77 cenbl ppr dollar of 
total assets for the good 88SOciations as tlompared with 2.95 ('.ents for 
the poor 88SOciations. However, the average good lk'VlOeiations had 
approximately twice as large a proportion of total _ts in the fonn 
of inventories as did the poor 8SSOMations. 

The average total current liabilities amounted to 41.34 cpnts pt'r 
dollar of total _tsfor the good assoeiations as compared with 37.51 
cents for the poor associations. However, in the clL.e of the good 
8SSOciations current assets were approximately twi('.8 lUI large lUI cur
rent liabilities, while for the poor 8SSOciations current assets were 
only about one-third larger than current liabilities. The good 8AAO

ciations were, therefore, in a much more liquid position than the 
poor associations. As to noncurrent liabilities those of the good 
BSSOciations amounted to only 3.12 cents per dollar of total liabilities 
and net worth, while those of the average poor association amounted 
to 19.21 cents for each dollar of total liabilities and net worth. Inci
dentally, mortgages and long-term notes for the poor assoeiationa 
were approximately 38 percent of the fixed assets of those a.ssociations. 

While the good associations had 24.33 cents in capital stock for 
each dollar of total assets, the poor associations had 59.35 cents. 
The good associations, however, had 23.23 cents of reserves and 
surplus and 7.98 cents of undistributed net income for each dollar of 
total assets, while the poor 88SOCiations had a general deficit of 14.73 
cents and a net loss for the last operating period amounting to 1.34 
cents per dollar of total assets. 

Average operating statements shown in percentage of sales for the 
57 warehouse associations and for the 10 good and 10 poor warehou86 
associations appear in table 38. It will be Doted that the 88les of 
the good associations were more thaD four times 88 large lUI those of 
the poor associations, and that the gross trading income pt'r dollar of 
sales was 7.84 cents for the good associations and 15.28 cents fOf the 
poor associations. The total opt'rating expeose per dollaf of ... Ies 
was 4.91 cents for the good associations as compared with 17.79 cents 
for the poor associations. The net operating income of the good ass0-

ciations, therefore, averaged 3.45 cents per dollar of sales, while the 
poor associations opt'rated .at a loBS of 1.81 cents per dollar of 1181 ..... 
The larger scale of operations for the good associations was, no doubt, 
an important factor in keeping down expenses. This table demon-
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strates that it is not necessary to have high gross operating income in 
order to operate profitsbly. It slso suggests that the good associa
tions were able to keep prices down by moving a large quantity of 
goods at a lower expense per dollar of ssles. 

TABLE 37.-AVERAGE BALANCE SHEETS SHOWN IN PEIlCENTAGE OF 
TOTAL ASSETS, FOil 57 WAREHOUSE ASSOCIATIONS AND FOil 10 SE
LECTED uGoon" AND 10 SELECTED "POOIl" WAREHOUSE ASSOCIATIONS, 

1934 

Average percentage of total assela 

Item lOftgoodU 10 upoor' 57 asso-
eiatioDS associa- associ&-

tinns tiona 

Au.u 
Current assets: . Peroenl Percent Percent 
~h _______________________________ 

8. 21 11.77 2.95 
Accounts and notes receivable _________ 21.81 27.65 27.79 Inventoriea __________________________ 29.98 38. 65 18. 92 
~er _______________________________ 

.60 ---------- ----------
Tot&] current assets ________________ 66. 60 78. 07 49. 66 

Fi.ed asset.: r..nd ___________________ • ___________ 
4.03 1.76 6.99 

Buildings and equipmenL. ____________ 27;23 19.11 41.91 

Total fixed assets.. __________________ 31. 26 20. 87 48.90 
Other assets _____ ~ ______ • ________________ 2. 14 1.06 1.44 

TotalSBSets _______________________ 100.00 100.00 100. 00 

IAabilitiu OM rut !DOrIA 

Current liabilities: 
Accounts payable. ____________ • ______ 6.35 14. 38 3.06 
Notes payable _______________________ 20.41 23. 61 31.66 Other _______________________________ 

2. 21 3.35 2.79 

Total current liabilit.ies _____________ 2&97 41.34 37.61 
Noncurrent liabilities _____________________ 10. 46 3. 12 19.21 

Totalliahilities ____________________ 39.43 44.46 56. 72 

Net worth: 
Capital .tock ________________________ 40. 01 24. 33 59.35 
Reserves, surplus. and undistributed netinCODne ________________________ 

20.56 31.21 -16.07 

Total net worth ________ : ___ ------- 60. 67 55.54 43.28 

Totalliahilitu.. and net worth ____ . _ . 100. 00 100. 00 100. 00 

D<>IIara D<>IIar. D<>IIaro 
Average amount of total assets _____________ 28, 234 30,187 22, 466 
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TABLE 38.-AVERAGE OPEIlATING STATEMENTS SHOWN IN PEIlCENTAGE 

OF SALES FOil 57 "tAIlEHOUSE ASSOCIATIONS ANI> FOil 10 SEl.F.<"'~1> 
"Goon" AND 10 SELECTED "POOR" \VAREHOUS£ A~SOCrATJONS, 1934 

--~-
~~~ .. _. -_.- ---.----

A VPT&JI:t' JJt'rcentage or &aI,.. 

~ 

Item 10 fj.()(l(r' 10 u.)OOru 
67 lIMO-

eiatiotUl AMf)('ia- lUWJf'ia-
tio"" tion" 

Sales and gross income: POTUfU POT_ l~rrct'11l 
S~es __ ~ ____________________________ 

10fl. 00 100.00 100.00 
Cost of gooda. ______________________ ~ 87.01 U2. 16 1!4. 72 

Gr088 trading ineome ______ . __________ 12. lID 7. 84 15. 28 
Other operating income ____ . _________ ~ .51 .52 .70 

Total gross operating inoome ___ . 
~ - ~ 13. 50 8.36 1&. liS 

aper~ting el<pe1lBe; 
SaJarie8 and eommiaaionB ______________ 5. 24 2.86 7.311 
Directo ... • r .... _______________________ .31 .06 10 1rnovel ______________________________ 

.01 - - » ~ •• - - .01 Taxes _______________________________ 

.59 .24 1_ 06 
ID8uranee ________________ ~_w ____ » ___ .50 _24 • 62 Rent _______________________________ 

.08 _ 17 .011 
DepreciAtioD ________________________ ~ .86 .34 2.M Repajro _____________________________ 

.34 12 .34 
Supplies _______________________ ~ __ ~~ .36 .06 1.04 
Rest, light, and power ________ ~ __ ~ ~ ~ ~ .46 13 .94 
Telephone and telegraph _____ ~ _ ~ ~ _ ..• ~ 12 .09 .2S 
Advertising and donatioDS _____________ . 10 .02 .08 
Audit __ . ~ ____ .. _. ___________ . _. _ .. _. .05 .03 .11 
Collection of bad debts ___________ ---- .80 .22 1. rHl 
Other el<pe1lBe .. ________________ .. __ ~ 1.41 .33 1.69 

T~ operating experu!e _____________ 11.23 "- 91 11.79 

Net operating ineome _____________________ 2.27 a45 -LSI 
Other income. ___________________________ .32 13 .14 
Other deductions _________________________ 1.20 .35 2.03 

Total net income. __________________ 1. 39 3.23 -a 70 

Do/la .. Do/lan DoIl4r. 
Net sales... _________________ - - _. - - -- - -

I 
81,689 152, 913 34. 368 
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General-Store Associations 

Averoge financial statemen ts for 29 gelleral-store llSSociations and 
for 5 good and 5 poor llSSociations of this type are presented in table 39. 
The a veroge total assets of the good llSSociations amounted to $54,787; 
those of the poor, to $13,607. The good associations had a slightly 
higher proportion of total assets in the form of current assets. The 
good associations had 8.27 cents in cash for every dollar of total 
assets, while the poor associations had 4.58 cents. The good associa
tions had inventories of only 29.54 cents for every dollar of total 
assets, the poor associations 34.83 cents. The total current liabilities 
amounted to 14.85 cents per dollar of total assets for the good asso
ciations and 31.49 cents for the poor llSSociations. The good associa
tions, therefore, had 3.86 cents in current assets for each dollar in 
current liabilities, while the poor associations had 1.70 cents. The 
total net worth amounted to 81.68 cents per dollar of total assets for 
the good associations and 65.85 cents for the poor ones. It is signifi
cant that reserves, surplus, and undistributed net income amounted 
to 52.03 cents per dollar of total assets for the good associations and 
only 8.45 cents for the poor ones. 

Average operating statements for the general-store associations are 
shown in table 40. The gross operating income of the good associa
tions was 11.62 cents per dollar of sales, that of the poor associations 
15.12 cents. It will also he seen that the total operating expenses 
for the good associations amounted to 7.65 cents per dollar of sales; 
whereas, the averoge operating expense for the poor associations 
amounted to 18.86 cents per dollar of sales. The good associations, 
therefore, were able to show a net income of 4.23 cents per dollar of 
sales, while the poor associations showed a loss of 3.84 cents. The 
fact ihat the good associations had average sales of $103,400, while 
the poor associations had only $37,086, no doubt accounted for much 
.of the good associations' lower expense per dollar of sales. 

Combin'ition Associations 

Averoge balance sheets, shown in percentage of total assets, for 
57 combination-type associations and for 10 good and 10 poor asso
ciations of this type are presented in table 41. The average total 
assets for the 57 associations amounted to $30,260; the averoge for 
the good associations was $37,700, and for the poor associations 
$38,136. • 
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TABLE 39.-AVEIlACE BALANCE SHEETS SHOWN II( PU.CEMTACE OF TOTAL 

ASSETS, FO .. 29 GENEIlAL-STO .. E ASSOCIATIONS AND FO" S SELECT"D 

"GOOD" AND 5 SELECTED .. POO .... GENEIlAL-STO .. " ASSOCIATIONS, 1934 

A venoge ""_0'- of "'tal _ 

Item S HtI(OOdU 5 "poor" 29_ 
ciatione 8MOcia- -.cia-

tion. ti01I1' 

A..do 
Current_: Percnl PrromI. Prrcntl 

~------------------------------- 6.20 8. 27 '-68 
Acoouota and notes receivable _________ 16.78 18. 4a 1'- 13 Inventarieo __________________________ 

36.711 29.04 3'-83 Otber _______________________________ 
.30 1.12 .01 

Total current _________________ 59.07 57. 36 63.05 

Find ...... ta: Land _______________________________ 
3.93 L73 3.36 

Buildings and equipment ______________ 28. 8.5 30. 83 32. 36 

Totallixed ____________________ 
32. 78 32.56 35. 72 

Other """"ta _____________________________ 8. 15 10.08 11173 

Total ___ • ____________________ 
100.00 100.00 100. 00 

LiJJbililia 11M ... tDOrl.\ 

Current liabiliti ... : 
Accounta payable ____________________ 

7.68 '- 41 6. 5.; 
Not... payable _______________________ 1'- 811 9.27 22.M Other _______________________________ 

2.U 1.17 -3.30 

Total current liabiliu... _____________ 24. 98 1'- 8.5 al.411 
Noncurrent liabilities. ____________________ 6.117 3.47 7.110 

Totalliabiliu... ____________________ 31.115 18. 32 3'-15 

Net worth: 
Capital stock ________________________ 

46. 38 29. 65 67.40 
Reserves. ourplua, and undistributed net 

~---------------------------- 2L67 57. oa 8.45 

Total net worth... ________________ 68.05 81.68 65. 8.5 

TotailiabiJiu..._ net worth _____ 100. 00 100. 00 100. 00 

Dol14n DoIJ4r. DoIJ4r. 
Average amount of total _____________ 27,823 54, 787 la,f'A11 

- . 
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TABLE 4O.--'-AVERAGE OPERATING STATEMENTS SHOWN IN PERCENTAGE 

OF SALES FOR 29 GENERAt.-STORE ASSOCIATIONS AND FOR 5 SELECTED 

"Goon" AND 5 SELECTED "POOR" GENERAL-STORE ASSOCIATIONS) 1934 

Average percentage of sales 

Item 5- "good" 5 "poor" 29 asso-
ciations associa- associa-

tions tions 

Sales and gross income: P.,.CAm1 Percem PtTCAm1 SaJes _______________________________ 
100.00 100.00 100.00 

Cost of goods ________________________ 86. 89 88. 51 85.72 

Gross trading income _________________ 13.11 11.49 14. 28 
Other operating income. ______________ .29 13 .84 

Total gross operating income-________ 13. 40 11.62 15- 12 

Operating expense: 
Salaries. and commissions. _____________ 6. 51 4.70 10.04 
Directors' fees. ______________________ .10 .12 .18 Travel ______________________________ 

.04 ---------- ----------
T~ _____________________________ ._ .65 .45 1.04 Insurance. __________________________ 

.49 .35 .60 Rent _______________________________ 

.23 12 .92 I>eprect.moD _________________________ 
1.03 .55 1.90 

Repail'8 _____________________________ .20 .06 .08 Supplies ____________________________ . .35 .18 .58 
Heat, light, and power ________________ .50 .24 1.12 
TelephoIte and telegraph _____________ . 13 .09 .26 
Advertising and donations _____________ .25 .17 .34 Audit _______________________________ 

14 .06 .20 
Collection of bad debt.s _______________ .26 .20 .02 
Other expense _______________________ 1.34 .36 1.58 

Total operating expense _____________ 12.22 7.65 18. 86 

Net operating income _____________________ I. 18 3.97 -3. 74 
Other income. ___________________________ .72 .34 1.34 
Other deductions _________________________ .89 .28 1.44 

Total Jlet income ___________________ I. 01 4. 23 -3. 84 

Dollar< DoUara DoUara 
Net sa.i.es •. ______________________________ 54,264 103. 400 37,086 
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TABLE 41.-AvERAGE BALANCE SHEETS SHOWN IN PERCENTAGE OF TOTAL 
ASSETS, FOR 57 COMBINATION ASSOCIATIONS AND FOR 10 SELECTl!D 
"GOOD" AND 10 SELECTED "POOR" COMBINATION ASSOCIATIONS, 19H 

---- - .----
A \*crSjire JK'rcent.aa:r 01 total 8.MPta 

---- -----
Item 10 ",;rxKl" 10 "poor" 57 _<>-

ciatioRS aNlocia- &Qocia-
tiona liUlUl 

--'--. 

A .. et.t 
Current a.ssetB: p"""," p"""," p-Cash _______________________________ 

6. 67 8. 28 7.13 
Accounts and notes receivable. ____ ___ . 24. 89 26. 04 26. 23 
Inventories ________________________ .. 31. 28 31.112 24. 43 Other _______________________________ 

.53 .80 1.&3 

Total current _________________ 
63.37 67.04 611.34 

Fixed assets: Land _______________________________ 
& 13 & 69 6.04 

Buildings and equipment ___ _____ __ _ . __ 31. 09 26.71 32. 62 

Total fixed assets ___________________ 
34.22 30.30 31.66 Other ____________________________ ._ 
2.41 2. 66 & 10 

Total ...... ts _____________________ .. 
100.00 100.00 100.00 

Liabilili .. and nd worth 

Current liabilities: 
Accounts payable ____________________ 4.80 6. 62 &06 Notes payable ______________________ . 15. 35 14. 12 27. 77 Other _____________________________ ._ 

1.06 2.34 .81 

Total current liabilitieo ____________ . 21.21 22.68 31.64 
Noncurrent liabilities ____ ______ - - _________ 8. 48 7. 26 9. 16 

Total liabilities ___________________ . 29. 69 29.93 40. 80 

Net worth: 
Capital stock ________________ . _______ 37.71 27.33 46. 09 
Reserves, surplus, and undistributed 

netjnCOIDe ______ . ________________ . 32. 00 42. 74 1& II 
-Total net worth __________________ 70.31 70. 07 611.20 

Total liabilities and net worth ___ __ 100.00 100.00 100.00 

DoUau DoUa ... Dol14ro 
Average amount of total &II8eta _________ ____ 3O,ZOO 37,700 311. 136 
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Current assets formed a larger part of the total assets of the good 
associations than of the poor nssociationsJ because the inventories 
of the good ones were larger in proportion to total assets. Fixed 
assets for the good associetions amounted to 30.30 cents per dollar 
of total assets as compared with 37.56 cents for the poor associations. 
This indicates that the good associations had greater portions of their 
assets in saleable goods and less in facilities. The good associations 
had current liabilities of 22.68 cents per dollar of total assets; the 
poor associations, 31.64 cents. The good associations had approxi
mately $3 in current assets for every $1 of current liahilities; the poor 
associetions had approximately $2. Analysis of the net worth 
items indicates that members of the good associations had an average 
equity of approximately 70 cents per dollar of total assets as com
pared with approximately 59 cents for the poor associations. The 
good associations had 29.67 cents in reserves and surplus for each 
dollar of total assets; the poor associations, only 11.45 cents. The 
net worth of the good associations included 13.07 cents of undistrib
uted net income for each dollar of total assets; that of the poor 
associations showed only 1.66 cents. 

Average operating statements lor the 57 combination-type associa
tions and for 10 good and 10 poor associetions of this type appear in 
table 42. The data indicate that the good associations operated 
with a considerably lower trading income per dollar of sales than did 
the poor associations. This suggests that the good associetions 
tended to sell supplies at lower prices or to purchase better or higher
cost supplies. Total operating expense per dollar of sales was signifi
cantly less for the good associations than for the poor associations. 
This was attributable in part to the larger volume of sales of the good 
association~, and in part to the more efficient operation of the good 
associations. While the poor associations showed an average net 
income of only 1.10 cents per dollar of sales, the good associations 
had 5.29 cents. 

The above comparison of balance sheets indicates that; on the 
average, good associetions of each type had a larger proportion of 
current assets for each dollar of current liabilities and a larger ratio 
of net worth to total assets. The comparison of the operating state
men ts indicates that the good associetions of each type had a larger 
volume of business, a smaller gross operating income per dollar of So.1l'S, 
lower expenses per dollar of sales, and a higher net income per dollar 
of sal"" than either the poor or the average associations. This 
condition is shown clearly in figure 4. 
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TABLE 42.-AVEllAGE OPEllATING STATEMENTS SHOWN IN PERCENTAGE 

OF SALES FOR 57 COMBINATION ASSOCIATIONS AND FOR 10 SF.LECTED 

"GoOD" AND 10 SELECTED "POOR" COMBINATION ASSOCIATIONS, 1934 

--------

--
Item 10 ugO()(r' 10 "poor" 57_ 

ciatioruJ 8M()('ia ... ~ia-
tjoua \.io ... 

Sales and grou income: Por_ p.,.- PeremJ BaJeo _______________________________ 
100. 00 100. 00 100.00 

Coot of goods ________________________ 86. 13 89.27 83,27 

GI'088 trading income ______ . __________ 13. 87 10.73 16. 73 
Other operating income. ______________ .41 .23 1.90 

Total gross operating income ________ 14. 28 10. !Ill 18. 63 

Operating expense: 
Salaries and commissions ______________ 5.76 a 61 8.90 
Direcwrs' fees. ______________________ .09 .04 . 12 Travcl ______________________________ 

.02 .01 .00 Taxes _______________________________ 

.411 .21 .90 Insurance. __________________________ 

.311 .20 .74 Rent _______________________________ 

.16 .01 • 13 
Depreciation _______ • _________________ .83 _40 1.23 Repairs _____________________________ .24 .08 .21 
Supplies _____________________________ .21 .16 .29 
Heat, light, and power ________________ .40 .11 1.41 
Telephone and tclegraph ______________ 12 .04 .21 
Advertising and donations. _. __________ 13 .00 .27 Audit _______________________________ 

.08 .02 .14 
Colleetioo ol had debts _______________ .52 13 .87 Other expense _______________________ 

1. 10 .46 2. 01 

Total operating expense _____________ 10. 54 6.63 17.411 

Net operating income _____________________ 3. 74 5.43 1. If 
Other income ____________________________ .60 .10 2.04 
Other deduetioDB ________________ . ________ .83 .24 2.08 

Total net income __________________ , 3.51 5.29 I. 10 

I [)oUa,. /Joli4 ... J)oll4,.. 
Net sales ________________________________ , 

82,894 143,303 &6,417 
j , 
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COMPARISON OF AVERAGE GROSS INCOME. OPERATING 

EXPENSE. AND NET INCOME PER DOLLAR OF SALES. 
AND VOLUME OF BUSINESS FOR TYPES OF LOCAL 

WISCONSIN PURCHASING ASSOCIATIONS. 1934 

~RACE OF GROUP 
AVERAGE OF SELECTED GOOD ASSOClAnONS 

AVERAGE OF SELECTED POOR. ASSOCIATIONS 

CENTS =~:::Jii~~====~~~~~~~====~===========l per 0011"" 
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The &elected good a$$OCiationa of each ty~ had a larger volume of businesst a smaller gross 
income r,r dollar of sales. lower expenses per dollar of sales. and a higher net income peT 
dollar.o a.le1 than either the poor or the average associatlons. 



Structure, Methods, and Operations of 
Large-Scale Purchasing Associations 

The large-scale purchasing associations serving local purchll8ing 
associations in Wisconsin have been briefly discu...oo on png!'8 8-11. 
In the present section information on the organization structure and 
operating methods of the five major large-scale associations and O,e 
scope and character of their operations will be outlined. The local 
member nssociations served by these organizations are shown in 
figure 5. In addition to these, the large-scale associations also serve 
some nonmember cooperative associations. 

Central Cooperative Wholesale 

The Central Cooperative Wholesale of Superior, Wis., provides a 
wholesale service for approximately 100 member cooperative associ .... 
tions and approximately 70 nonmember cooperative associations lo
cated in northern Wisconsin, northeastern Minnesota, and north
western Michigan. Its purpose and field of activity are set forth as 
follows in the bylaws (art. II, sec. 0: 

T~ obtain and furnish commoditieB or nere88itiee of life for eocietiee afIil. 
iated with it by arranging and providing for joint purehaaee in accordalJce 
with orders furnished by the affiliated societies; to manufaeture and ..n all 
kinds of bakery produeta primarily for and to the affiliated _ieties; to 
establish a wholesale and warehouoea and depota needed In ronneetlon with 
it, as well &8 productive establi,sbments, as the need may be; to buy, aell, And 
job at prevailing market prices agricultural product&, particularly .. hen 
offered for sale by or through the affiliated societies; also to provide en furnish 
implements and supplies needed in agriculture and other brancbes of pro
duction, such 88 agricultural machinery, tools, seed, pUJ"e-bred atock, ete.; to 
cooperate with other American cooperative wholesale aociet.re8 and coopera
tive establishments of production and to enter into agreement. with them or 
through them concerning the supplying of gouda or the &oiling of p<odu.,.... 

It is among the dutiea of the Central Cooperative WhoJeaaIe a1"" to IUper

vise the internal development of aoeietieo affiliated with It, to enlaTIl" their 
field of activity and to help them in every manner. Similarly al"" to <m!Anize 
and to carry on eooperati\'e propaganda and adviaory work in general; thia 
work to be taken care of and to be supervised by a special educational depart
ment in aeeordsnee with the deeiBioD8 of the general meetings and the lIoani 
of Directors. 

Any cooperative association or organization which is operating in 
8C)COroance with cooperative principles and agrees to comply with the 

82 
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• •• 

• 

AFFIUATIONS OF 
LOCAL ASSOCIATIONS 

{) t.nd O"l..Ju en.mttrlH- Inc. 

• 

• 

• 

• Mitlu,.d Coop~fiN Whoh .. tc 
• Futrf •• Union Ccninl EKclNnse -
.. C.ntnl COO/M1'riira WlloI ... fc 

0 

• 
• 

II WI.reonm, C.oopullfin Nntf Supply 
COIII/»ny 

• 
# 

P • • 
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FIGURE 5.-LoCATION OF MEMBER ASSOCIATIONS OF FIVE LARGE-ScALE 

PURCHASING ASSOCIATIONS OPERATING IN WISCONSIN, 1937. 

l'lte five leading large;cale purchasing associations and their members together serve 
almost aU parts of Wisconsin. 

articles of incorporation, bylaws, and resolutions of the Central Co
operative Wbolesale may be admitted to membership by the executive 
committee upon acquisition of at least one share of stock. A member 
as'lOciation may purchase one additional share ofstock in the Central 
Cooperative Wholesale for each 50 of its members. The Central 
Cooperative Wholesale has an authorized capital of $250,000 divided 
into 2,500 shares of common stock with a par value of $100 per share. 
An association may acquire stock either through direct purchase or 
through the application of patronage dividends. On December 31, 
1936, the outstsnding common stock and payments on shares of com
mon stock amounted to· 5183,292. Approximately one-half of the 
shares were held by local associations in Minnesota, about 30 percent 
by associations in Michigan, and around 20 percent by associations 
in Wisconsin. . 

The management of the Central Cooperative Wholesale is vested 
in a board of 15 directors, .. of whom are elected at each annual 
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me<>ting (or a term of 3 years. Nomin_ are .... lect ... 1 by tli. .. tri".,.. 
Provision is also made (or the annual election or alternate dift'<"t ...... 
to take the pla<-e o( any director who may move away. di", or be 
removed by the associstion before the expiration of his ""rm of offire. 

The method to be used in distributing surplu8 8Ilvings is BPt I .. rtb 
in the following bylaw (art. V, sees. 1 and 2): 

L"nIeao the annual meeting decid ... oth.......u... from the net .,,<pI ..... h,.. 
""own by the balance .heet for the fiocaI y ...... at 1_ 10 pe""""t milA be 
transferred to the reserve fund until sucb _ fund fa equivalent to ao 
peroent of the fully paid-in capital AocK; not more tbaa 6 pe.-nt In_ 
dividend upon the paid-in ""pital AocK may be paid by decision of tbe IIoard 
of Directon and the annual meeting; the remainder of the net 8"rpl .... hall 
be used in aceordaoce with the deciJlioDl of the annual """,ting upon the 
basis of the reeommeodationo of tbe Board of Directnra. P'rovidM, a-, 
That all trade rebates, payable from o .. rplus to any member .. ..-!Pty .. h_ 
in_ent in the obareo of the Whol~e fa equal to or "".......t. 110 for .... h 
individual member, or a total of 120.000 obaIl be in eaoh, or, ."bject to the 
consent: of the recipient association, in certificate. 01 iru:lf.bWne. or thto 
Wholesale, as may be decided in the annual meeting. 

Any part of the net income or other amount. carried to the f'NP.T\·e fllnd or 
otber reeerveo from operatinoo of any year obaIl be allocaW on the books of 
the Wholeoale on a patronage basia for tbat yeu, or, in litoo th""",f, the 
books and reeordo of the Wholeoale .haIl alford a mean. (or doln, 00 at any 
time, 80 that in the event of dissolution, or earoo if deemed Alhrisableo. finch 
reeerveomay be returned to the patro""wbo have eontrihuted theMme. 

The Central Cooperative Wholesale handles a 1'I'8. ... mably ('ompl"te 
line of groceries and bakety products, except for fresh fruits, fresh 
vegetables, and fresh meats.. It carries a limited line 01 work clothing, 
rubber footwear, and some women's and children's drygoods. It 
also distributes considerable quantities of feed, flour, gasoline. lubri
cating oil, grease, twine, batteries, hardware, paints, and building 
supplies. 

This cooperative distributes approxima""ly 60 percent of its mer
chandise through its four ... toty warehouse and headquarters building 
at Superior, WIS. Considerable merchandise is also delivered from 
manufacturers or dealers direct to the member associations, aceording 
to the instructions of the Central Cooperative Wholesale. Petro
leum products are largely handled in this way. 

Most supplies distributed by the Central Cooperative Wholesale 
are bought from lIl8.Ilufacturers and jobbers, on the basis of the 
cooperative's own specifications, and packAged under the &MOCiatioo'. 
registered "CO-OP" label. Furthermore, the Central C.ooperalive 
Wholesale, as a member of the National Cooperatives, Inc_, tak .. 
advantage of master contracts negotiated by that agency for such 
supplies as gasoline and automobile 8C."CeSSOr1es.. The Central obtains 
its lubricating oils from the Farmers Union Central Eschange. of 
South St. Paul, on a costrof-lIl8.Ilufacturing b.is.. 
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The Central Cooperative Wholesale haa also carried on manufac
turing operations when it haa appeared that an ILSSured demand 
guaranteed the success of the venture. In accordance with this policy, 
a bakery department was establisbed on October 10, 1919. The heavy 
consumption of coffee in the area served by the Central caused it to 
establish its own coffee-roastng department in 1935. 

Particular emphasis is placed on the quality of supplies distributed 
by the Central. To this end, all contracts with manufacturers or 
dealers provide for the rejection of supplies which do not fully meet 
specifications. In order to make this policy effective, the cooperative 
sends samples of merchandise to a consulting chemist for analysis. 
Member associations are encouraged to further the quality program 
by reporting all cases of merchandise which fails to meet specifications 
or to give Sl>tisfaction. 

The Central Cooperative Wholesale haa endeavored to operate on a 
cash baais ever since it waa organized in 1917. To encourage prompt 
payment, cash discounts are generally given on invoices that are 
dated from the first to the fifteenth of any month and paid by the 
twenty-fifth of the same month, and on invoices that are dated from 
the sixteenth to the thirty-first of any month and paid by the tenth 
of the following month. These terms allow the local associations an 
average of 17 days to discount an invoice. The discounts allowed 
vary in accordance with the cash diseounts that are common in the 
trade for the commodity. The most usual cash diseount is 2 percent. 
The Central estimates that 95 percent of the cash diseounts so offered 
are taken by the member associations. Furthermore, to encourage 
prompt payments the Central requires member associations to give 
promissory notee on overdue items. The interest rate on these notee 
ranges from 5 to 7 percent, depending upon local circumstances and 
the nature of the transaction. The credit extended to local associa
tions results in very little loss from bad debts; for the year ending 
December 31, 1936, the total WILS only $539, or approximately 0.02 
percent of total soles. 

In selling supplies to local associations the Central Cooperative 
Wholesale, aa a general rule, gives no quantity discounts. The Cen
tral maintains that its advantages in quantity buying are obtained 
through pooling the purchases of local associations and that these 
advantages should, therefore, accrue to all local associations that con
tribute to the total quantity of merchandise purchased. It is held 
that this prooedure gives every association the benefit of the pooled 
buying power of all the associations, in the form of lower prices 
charged for merchandise or in patronage dividends. This policy 
seems to have met with the general approval of the local associations. 

The .Central baa endeavored to improve the business methods of 
its aflili"ted member associations by advising them on organization 
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FIGURE 6.-HEADQUARTERS AND \VAREHOUSE OF CENTRAL COOPERATIV& 
WHOLESALE, SUPERIOR, WIS. 

Thil plant serves farmen' tocaJ purchasing adOCiatioTll1R northern WilCOn.int MinnClOta, 
and Michigan. 

and operating problems. For illustration, it has ene.our&ged uniform 
bookkeeping praetices through the oper .. tion of .. n .. uditing deplll"t
ment, which audits the records and accounts of local BMOCiation8 on 
a cost basis. The .. uditing dep&rtment has .. Iso been able to give the 
member associ .. tions valu .. ble 88Sistance in connection with Fedcral
income-tax problems. In turn, the m.provement in records through 
the efforts of the auditing department has enabled the Central to 
obtBin for the member associations comparative business stati"tice 
which can be used as a guide for improving their own operating effi
ciency. Such services have tended to build a close relationship be
tween the local 88SOciations and the Central Cooperative Wholesale. 

Through its educational dep&rtment, the Central Cooperative 
Wholesale baa carried on a broad program of cooperative education, 
which hss proved of much value in building membership support for 
the cooperatives served. Field representstives of this dep&rtment 
have worked with local associations to build up interest and to m.
prove operating efficiency; have distributed literature relating to the 
activities of the association and the general principles and practices of 
rooperstion; have sponsored women's cooperative guilds and coopera
tive youth leagues for furthering understsnding of sound cooperative 
principles in the areas served; and have conducted cooperative train
ing schools for msnagers and other employees. These schools have 
been helpful in m.proving the efficiency of the personnel of both the 
Central Cooperative Wholesale and its member llSSOCiations. 

Publishing activities were "med on by the educational dep&rtment 
until 1933, when the Central organized a cooperstive publishing 81160-

dation to tske over this work. The publishing association issues two 
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TABLE 43.-SALES, NET INCOME, NET WORTH, AND NUMBER OF LOCAL 
ASSOCIATIONS OF CENTRAL COOPERATIVE WHOLESALE FOR THE FISCAL 
YEARS ENDING DEc. 31,1917-36 

Net in- Local 

Ye::tr Total sales Net in- come 88& Net member 
come percentage worth associ&-

of sales tions I 

Dollar. DoUars Penenl DoUars Number 
1917 _____________ 25, 574 268 1. 05 748 15 
1918 __ . __________ 132,423 2,063 1.56 6,351 25 
1910 ____________ . 313, 664 7,330 2.34 15,436 40 
1920_. ___________ 409,591 6,798 1.66 21,911 48 
1921 _______ ,_---- 312,347 3,499 1.12 23,348 66 
1922 _____________ 337,567 1,183 .35 22,280 66 
1923 ____________ 

504,177 5, 181 1.03 2.8,250 56 
1924 _____________ 

613,215 5,973 .97 33, 370 60 
1925 _____________ 

835,532 8,869 1.06 42,998 65 
1926 _____________ 1,048,293 11,648 1.11 57,398 74 
1927 ___________ .. 1,255,676 18, 335 1.46 77,803 76 
1928 ___________ .. 1,517,813 23,834 1.57 102, 193 84 
1929 __________ 1,755,627 35,798 2.04 134,413 90 
1930 _____ - --- . 1,767,760 29,735 1.68 159, 166 97 
1931 ____________ . 1,509,752 12,035 .80 169,235 99 
1932 _____________ 1,809,698 9,091 .69 174,377 98 
1933 ____________ . 

1,383,290 13, 133 .95 182, 852 97 
1934 _____________ 1,787,556 31,698 1.77 208,922 97 
1935 _________ ._._ 2,185,245 37,027 1.69 227,494 99 
1936 _____________ 2,845,741 57,107 2. 01 263, 184 106 

IDOMnot include looal nonmembeo &S$OClatlons which obtain p&r'\ oftbelr supplies through the Central. 
In 1931'1 the total number ot assocla&tons served by the Oentral wsa appr<Wmately 176. 

TABLE 44.-SALES OF MAJOR CoMMODITIES BY CENTRAL COOPERATIVE 
WHOLESALE, 1935 AND 1936 

1935 1936 

Commodity 
Percentage Total sales Percentage Total sales of sales of sales 

. 

General merchandise (grocer- Dollar. Perunt Dollar. J>.rc.m 
ree, clothing. hardware. e.tc.)_ 1,377,968 63. 4 1,811,767 64.2 

Petroleum products and &cC('s.: 
Bories __________________ __ 202, 704 9. 3 287,247 10.1 

Feed, flOUT. seed) inseoticides. 
fungicides, and barn equip-
tnent _____________________ 594,600 27.3 729,003 25. 7 

To~ ________________ 
2,175,172 100. 0 2,834,017 100. 0 
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weekly magazin_The Cooperative Build"r, whi .. h t!<'rv"" 8A the 
official organ for the Central Cooperative Wholesale, the North .. rn 
States Cooperative League, and the Central (',()(lperative League, 
and, in Finnish, the Finnish Cooperative Weekly, 

The growth of the Central Cooperative Wholesale, sin.,., ita organi
zation, is illustrated in table 43. These figul'f'S, on the whole, show a 
gradual growth over this 20-year period in volume of business,net worth, 
and number of member lISSOCiations served. Net ine,ome len in the 
depression years, 1931, 1932, and 1933, with decreased sales, hut 
increased rapidly, with expanding sales, after 1934. 

The value of sales of major groups of supplies for the years 1935 and 
1936 appeBrs in table 44. It will he noted that the sales of each group 
of supplies increased materially in 1936 over 1935. Also tbe lIal ... of 
each group of supplies handled comprised about the same proportion 
of the total sales of supplies for each of the 2 yeBrs. 

Midland Cooperative Wholesale 

The Midland Cooperative Wholesale is organized to serve lUI .. 

wholesale agency for ita 148 member cooperative associations, 65 of 
which are located in Wisconsin and 83 in Minnesota. Tbe head
quarters building in Minnespolia houses the cen tral offi"., and wsre
house and the compounding and blending pl .. nt for )ubri .... ting oils. 
A second warehouse and blending plant is located in Milwsukee to 
provide facilities for distributing supplies in eastern and southern 
Wisconsin. The major commodities distributed by the Midland 
Cooperative Wholesale are gasoline, kerosene, and distillate, lubri
cating oils and grease, tin'S, accessories, batteries, antifree7.8 com
pounds, fly sprays, coal, paint, twine, steel and wire products, radro.., 
bulk and service station equipment, and electrical supplies BJld ap
pliances. 

The general purpose of the &8BOCiation 118 set forth in its articles of 
incorporation (art. II), is "to conduct a wholesale enterprise on a 
cooperative plan for the buying, selling, and distributing of lIuch com
modities as are required in the business of operating and maintaining 
gasoline service stations and oil truck services." Moreover, the 
association is also empowered to engage "in mercantile, jobbing, whole
sale, retail, mining, manufacturing, or mechanical busineea on t.be 
cooperative plan." The articles further state that "the general 
nature of its husiness shall be to act .... purchasing agent for the mem
hers and patrons of this association, to contract for the members and 
patrons thereof such petroleum, petroleum products, oils, gasoline, 
kerosene, greases, oil products, and byproducts, gasoline station 
equipment, goods, supplies, and other forms of merchandise lUI are 
nee es ery in the operation of their business; and to promote and 
protect the interests of the constituent members of the association." 
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The articles of incorporation of the Midland Cooperative Wholesale 
provide for .. capitalization of $250,000 in the form of 1,300 shares of 
preferred stock, and 1,200 shares of common stock, each having a par 
value per share of $100. As of December 31, 1936, the outstanding 
common stock of the association amounted to $83,400, and the 
outstanding preferred stock to $31,700. 

The common stock can be held only by associations which are 
members of the Midland Cooperative Wholesale. However, any 
cooperative association may become a member by agreeing to comply 
with the articles of incorporation and bylaws and by buying at least 
one share of common stock. Shares may be paid for in cash or through 
patronage dividends. Practically all outstanding stock has been paid 
for through dividends. When the credits amount to at least the value 
of one share of common stock, the associations may become members 
simply by agreeing to abide by the requirements of the articles of 
incorporation and bylaws. Shares of common stock are transferable 
only by, and with the consent of, the Midland Cooperative Wholesale. 
In case of expulsion shareholder associations must surrender their 
common stock within 1 year thereafter and accept its actual book 
value as determined by the board of directors. 

According to the articles, each member association is entitled to 
only one vote irrespective of the number of shares of common stock 
held, and interest paid on common stock may not exceed 5 percent. 
In order to meet in a measure the criticism that associations doing 
little business with the Wholesale have equal voting privilege with 
those doing large amounts of business, a plan was adopted in 1937 
whereby local associations have voting rights within the organiza
tion, hased in part on volume of business. One vote is allowed for 
membership and one additional vote for each $50,000 worth of pur
chases during the preceding year, or major fraction thereof. 

The preferred stock, which may be held by any bona fide coopera
tive association or a member thereof, entitles its holder to receive 
noncumulative dividends not to exceed 5 percent per annum. The 
articles of incorporation (art. V) stipniate, however, that "at no 
time shall more than 40 percent of the outstanding preferred stock be 
held by persons, firms, or corporatinns other than common stock
holders." The preferred stock does not entitle its holder to any 
voting power except on questions of change in the rights of holders 
of such stock. 

The bylaws provide for division of the territory of the Midland 
Cooperative Wholesale into districts, according to volume of business, 
and for representetion by a director from each district. There are 
now 10 districts, 4 of which are locll.too in WISCOnsin. Each director 
is nominated at a district meeting, at least 30 days previous to the 
annual meeting of the central association. The name of the nominee 
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FIGURE 7.-HEADQUARTEIlS AND PLANTS or THE MIDLAI<D COOPEUTlVt: 

WHOLESALE. 

A. Main office and plaot at Minneapoli., Mioo. B. "'ant aad offia .t Milwaukcc, "' ...... 
which wu teClmtly acquired to Krve Joc.aI UIOciaUoDI in IOUtbena and eutcrn \\"lICOnlin. 

is then presented at an annual meeting, attended by delegatell from 
each member a.ssociation, where it is customary to eled the diIotrict 
nominee as the director for that particular district. The 8S8OOiatiollll 
are also grouped into district units which have their own bylaws 
providing for boards of five directors and for district meetinge at 
quarterly intervals. 

The Midland Cooperative 'Wholesale has encouraged each district 
organization to have a board of directors that is organized on a func
tional basis. For illustration, tbe Midland favors district boards of 
directors made up of five repreeentative8. Eacb director takea 
responsibility for particular phases of the cooperative program, and 
tbe cbairman serves as tbe director for the district on the Midland '. 
board. In this way eacb district board of directors covers the same 
problems that are covered for all districts by the Midland ', board 
of directors, and the district and general boards are interrelated 
through the fact that the chairman of the district board is tbe director 
for the district on the general board of the Midland. ' Other membel'1l 

,~ 
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of the district boards are members of central boards which direct 
insurance, rural electrification, educational, and other activities 
sponsored by the Midland, 

Under the terms of the bylaws, the net income of the Midland 
Cooperative Wholesale is distributed on the basis of patronage after 
adequate provision has been made for reserves and surplus. The 
bylaws provide (art. V) that "There shall be no discrimination as 
between members and nonmembers in the payment of patronage 
dividends or in any other manner." It is provided, however, that the 
amount of patronage dividends due to a nonmember association is to 
be credited to its individual account until such credit equals the value 
of a share of stock. Furthermore, patronage dividends are credited 
to member' associations toward the payment of shares of common 
stock until the association has at least 5 shares and, thereafter, to 
additional shares of common stock until there is 1 share for every 50 
members or major fraction thereof. 

A 5-year revolving plan for financing the Midland Cooperative 
Wholesale was adopted at the annual meeting of the association in 
June 1936. Under this plan, as soon as a member association has 
acquired the amount of common stock required by the bylaws and 
patronage dividends in the form of preferred stock have accumulated 
for a 5-year period, the preferred stock issued during the first year of 
the period is to be retired by cash payment. Thereafter, patronage 
dividends for each year are to be paid in preferred stock and the 
preferred stock issued 5 years earlier is to be retired by cash payment. 
This scheme, in effect, delays the payment of patronage dividends 
in cash for a 5-year period and provides a method whereby the ac
tivities of the Midland association are financed by those associations 
which are active members in proportion to their business with the 
association. 

The net worth of the Midland Cooperative Wholesale, which is 
being built up by the accumulation of reserves and by the issuance 
of patronage dividends in the form of stock, amounted to $262,341 
on December 31, 1936. 

Patronage dividends are distributed to each association on the basis 
of gross operating margins on the total qU8J..tity of each major com
modity purchased by the local association. In determining the 
amount of patronage dividends to be paid, expenses are also allocated 
in proportion to each association's contribution to total gross margins . 
.An exception is made with regard to cost of operating the blending 
plant, which is not so allocated, as such costs are included in the price 
of oil sold to the locM associations. 

The Midland Cooperative Wholesale obtains its petroleum supplies 
on the basis of joint contracts negotiated by the N ationa! Cooperatives, 
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Inc." These supplies are handled on a brokerage basis in lU'('ordan('e 
with sales contra<'ts between the Midland Cooperative Whol_le and 
the member associations. This contra<'t provides a price guarantoo 
which assures the local association a minimum operating margin. 
This protection has proved of much benefit to a numh<'r of localllMOCi
ations confronted with price wars. Supplies other than petroleum 
products have been handled on a purchBSe-and-saie basis. In BOrne 
cases the commodities have not been stocked in the Midland Coopera
tive Wholesale's warehouses, but have been shipped from the manu
facturer direct to the local association. 

The Midland Cooperative Wholesale has endeavored to 8upply 
commodities of high quality. Pra<'tically all the supplies sold carry 
the brand name of the association. 
~ order to help the local associations finance the cost of supplies, 

the Midland has undertaken to discount their trade ac(,,cptances. 
This has been a great convenience to many local associations which 
have been unable to build up adequate capital resources to finanee 
their current operation. 

Since 1935 the Midland has encouraged its local member associa
tions to organize credit unions among their patrons to enahle mem
bers to buy a larger part of their supplies on a cssh b88is. There were 
on January 1, 1937, 40 credit unions serving the patrons of member 
associations. These associations had outstanding loans on December 
31, 1936, of approximately $75,000. 

The Midland Cooperative Wholesale employs field men to aid the 
local associations in problema of organization and operation, to 
acquaint them with the range and quality of supplies handled by their 
wholesale association, and to encourage member associations to 
develop adequate and uniform accounting records. In 1935 the Mid
land, in cooperation with Land O'Lakes Creameries, Inc., established 
a cooperative auditing service to serve the needs of the local 8f!8OCin.
tions. The Midland has used these audits to make studies of 
operating efficieney of its local associations. In carrying on its broad 
educational poliey, the Midland has conducted managers' schools and 
conferences, short courses for tbe training of executives, IlUmmer 
school camps for youths, and numerous other conferences. In fur
thering the general activities of the associations, the Midland issues 
monthly the Midland Cooperator, which has a circulation of 45,000, 
as well as a smaller monthly publication for employees and directors of 
member associations cont.aining information intended to improve 
merchandising service. 

dIn Febru:ary 1ll81, tbe MidJand: aDd tbn!e otbw fIIIIdaaaI c:oopI!D&tft .. ~ _ I \moe.....s ildo 
a«JDtraet by wblc:b t.bQ' wiJlGbtalD ....... J*tott.bI!U ____ :oqub '·IIom.,......, lD O~ 
UDder the tenDsolUli! Cll:JlJtnCt..ndaD&J~ will ha"a4irect~ U'V. thaqaHt,.oItbe .... .... wblcbls__.--_-.._ww. .... _ .. _____ . _ _ ..... _. 
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In addition to its supply-distributing activities, the Midland has 
encouraged the development of It mutual automobile-insUl'8.Ilce com
pany which operates in Minnesota and Wisconsin. An arrangement 
has been made whereby local member associations act as agents for 
the insurance company. The Midland Cooperative Wholesale has 
also sponsored a rural-electrification program in Minnesota by giving 
assistance in the formation of the Minnesota Federated Electric 
Cooperative. 

The growth and development of the Midland Cooperative Wholesale 
for the 10-year period, 1927~6, is shown in table 45. There has been 
a continuous expansion in sales, net worth, and number of associations 
served. Net. income as a percentage of sales, which averaged for the 
period 2.46 percent, has shown little variation since 1933. The higher 
margins obtaining in the petroleum industry largely explain the higher 
percentage of net income in 1931 and 1932. 

The value of the major supplies sold by the Midland for the 3 years 
1934, 1935, and 1936, is shown in table 46. Sales of all classes of sup
plies tended to increase during this 3-year period, with the exception 
of equipment for handling petroleum products. However, the sales of 
lubricating oil and grease tended to decline as a percentage of total 
sales, while sales of miscellaneous products showed a tendency to 
increase. 

TABLE 4S.-5ALES, NET INCOME, NET WORTH, AND NUMBER OF LoCAL 
ASSOCIATIONS OF MIDLAND COOPERATIVE WHOLESALE FOR THE FISCAL 
YEARS ENDING DEC. 31, 1927-36 

Net 
income Loc&l 

Year Total Net &S& Net member 
sales income percent- worth associ&-

age of tiona 1 

sales 

Dollars Dollars Percmt Dollars Number 
1927_ ...........•........ 269.863 3.473 1.29 S,473 37 
1928 .......... _ .......... 417,956 3,926 .94 7,363 38 
1929 ..................... 448.012 7.798 1.74 15, 135 40 
1930 .•................... 598, 751 14,804 2. 47 26, 503 62 
1931 ...... __ .............. 615,388 21, 163 3.44 47,273 77 
1932_ .................... 883, 736 26, 906 3.04 74,047 92 
1933 ..................... 1,073,567 25,465 2. 37 99,292 103 
1934 ..................... 1,751,007 44, 799 2. 56 142,871 120 
1935 ..................... 2,423, 106 63, 441 2. 62 201,089 137 
1936 ..••..•.••..•........ 3,033,080 71,574 2. 36 262, 341 148 

Total or average ____ 11,514,466 283,349 2. 46 -------- --------

t DoesnotlDdudelocal nonmember associatlonswhlch obtain pu'lof their supplies through the MldIaatda 
In 1836 the totalllUmber of asaooi&tiom aerm by the Midland was 8ppro:ima~ 178. 

42'188'-38-1 
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TABLE 46.-5ALES OF l\1AJoll CO .... ODITIES BY Ml1>LAND COOPERATl\'1! 

WHOLESALE, 1934-36 

.~-

1934 1935 1936 

"-"-

Commodity Per- Per .. Pf'r. 
Total centage Total centa~ Total ~ntage 
sales of all Well of a wee of all 

salce .. I .. .al .. 

Gasoline, kerosene, dis- DoUarB Pucent DoUar~ P.,.,:eni. D"u"ro Percml 
till .. te _______ .... __ 2,312,857 76. 3 1,841,272 76. 0 1,28!l, a02 7& I 

Lubricating viI and 
~rease _____________ 

249,307 &2 246,581 10. 1 210.387 12. 0 
Batteries_ .......... _ .. _ .. _ .. 21,460 .7 15, 172 .6 12,252 .7 
Tires and tubes ___ ____ 71,070 2. 3 48, 562 2.0 48,615 2.8 
Equipment. _________ 48,586 1.6 81,077 &4 8O,8~7 4.6 
Paint .. _ .............. ........ __ 22,299 .7 6, 758 .2 -.--~---- --. . . 
Coal. _____ .. ___ .. ___ 50, 238 1.7 32,0531 1.4 - - ... - . - .... - ... 
Miacells.noou8 ___ . _. __ '267,263 &5 153, 154 6.3 118, 514 11.8 

TotaL __ ...•.. 3,oaS, 080 100. 0

1
2, 423, 107 100. 0 1,751,007 100. 0 , 

I 

1 Includeo wholtrs$le sales of mlscellaneoua merobandlee aud I'elaiJ IUl. of petroleum VTUduc1a. 

Farmers' Union Central Exchange 

The Farmers Union Central Exchange provides II wholesale I!('rvi('.e 
for 233 affiliated local cooperative associations And branch retail 
stations, distributed as follows: Wisconsin 36, Minnesota 36, North 
Dakota 92, Montana 68, and Michigan 1. The main office or the 
Exchange is located At South St. Paul in a specially constructed build
ing designed to house the oil-compounding plant and to provide office 
and warehouse space (fig. 8)." The major supplies distributed are 
gasoline, tractor fuel, lubricating oil, tires and tubes, automotive 
accessories, tractors, {ann implements, binder twine, coal, paint, and 
feeds. 

In its articles of incorporation (art. II, sec. 2), the purposes of the 
Fanners Union Cen tral Exchange are fully set forth. The Exchange 
is organized for the purpose of-

Transacting business with or for ita membera and others, indivlduaJJy or 
collectively, for mutual benefit and in & cooperative manner; 

Engaging in the business of buying, selling, marketing, manufacturinR, 
handling, and dealing in any and all prooueU produced or consumed In the 
general business and occupation of agriculture in the broade.t acceptation of 
the term; 

.. This bufldtug abo serves as hesdquattets for tbe Parmen rnIon Terminal Al8Odatwa. 
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Engaging in any activity in connection with the purchasing, hiring, or use by 
members of supplies, machinery, equipment, and other articles of commerce; 

Doing all otber acts and things that a natural person may lawfully do in 
m8.Dufacturing, buying, selling, and dealing in any agricultural products or 
any merchandise consumed or used by men engaged in agriculture. 

The value of the outstanding shares of capital stock and part 
payments on shares of stock amounted to $223,278 at the end of the 

.' 1936 fiscal year. Shares of both common and prefeITed stock have 
a par value of $25 per share, and dividends are limited to 4 percent 

. p~r .nnum, I'Ioncumula tive. The two kinds "f stock are silT'.ilar in all 

FIGURE S.-HEADQUARTERS, OIL BLENDING PLANT, AND WAREHOUSE 
OF FARMERS UNION CENTRAL EXCHANGE, SOUTH ST. PAUL, M,NN. 

These fadlities serve local Farmers Union associations in several North Central States, 
indudiog Wisconsin. 

respects except in voting, which is restricted to owners of common 
stock. 

The articles of incorporation provide (art. V, sec. 7) that common 
stock can be sold or issued only to (a) Farmers Union cooperative 
associations or corporations, (b) members in good standing and 
subscribers eligible to membership in the Farmers Educational 
and Cooperative Union of America, and (c) cooperative associations 
recognized and approved hy a majority of the stockholders present at 

.• the annual meeting of the Farmers Union Central Exchange. This 
last group consists of cooperative associations which may be unable 
or unwilling to meet the quaIifications necessary for membership in 
the Farmers Union. To become a "qualified" Farmers Union coopera
ti.-e, an association must ha.-e in its bylaws a provision that its common 
,tock be held only by subscribers eligible to membership in a State 
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unit of the Fanners Educational and Cooperative Union of Aml'riC'a. 
Common stockholders of 8uch "qualified" Fannl'l'S Vnion BMOCiations 
must also agree to permit deductions for unpaid lor.nl and State 
Farmers Union membership dues to be made by the lI58OCiation out 
of any savings payable in patronage divid .. nds. 

PrefeJTed stock in the Farmers Union C .. ntral Exchange ('an b .. 
issued to subscribers who are not eligible to m .. mlwrship in tt." 
Fanners Educational and Cooperative Union of Amerira, but 8urh 
stockholders can have no vote or control in the affairs of the Exchange. 

By a resolution of the board of directors in 1933, e'(){)perative 
associations which hold common stock are entitled to 1 vote for every 
100 of the association's own stockholdsrs at any annual or special 
meeting of the Fanners Union Central Exchange;'" Most of the com
mon stock held by individual Fanners Union members was issued in 
connection with the organization of retail brsnches, since it was the 
policy of the Exchange to reqnire, as a basis for the establishment of 
a branch, an investment of local capital in the form of common stock 
adequate to meet the cost of plant and fixed _ta. These individual 
holders of common stock are grouped together and are entitled to 1 
vote in any annual or special meeting for every 100 stockholders. 
The individual stockholdera who are served by branches thus have 
about the same basis of representation in the affairs of the Exchange 
as the stockholders of affiliated cooperstive associations. 

The management of the Fanners Union Central Exchange is vested 
in a board of nine directors, three of whom are elected each year at 
the annual stockholders' meeting. Each director holds office for & 

term of 3 years, or until & successor is selected and qualified. 
For administrative purposes, the business of the Farmers Union 

Central Exchange is divided into two departments--wholetlJlle and 
retail. 

Op~rations of th~ R~tail D~partm~nt 

The retail department is in direct charge of the nine retail branches, 
three of which are located in Wisconsin and six in North Dakota. 
Each branch is managed on an independent basis. After deductions 
have been made for permanent surplus, educational fund, and inter
eet on share capital, all net income attributable to the operstions of 
a. branch is distributed to ita individual patrons on a patronage
dividend basis either in stock or in c .... h ... 

.. This DlDXl .... waslhed bJ' reeolut1Ga of tile bocd. of dinIdon I1l lIiGlD ~ witb an. 1...e.. ., 
of ... b_. 

"St.ock pattoDI«e dirideDdl are paid to tbe .,....<"*bp1d- paInJIIf I. the fona of enJdtc. ........ 01 
commoa IlodI:: pnmded that IIUdl DOIIItoekhoJd .. ~ are eIlIIbJe ad wllliDC to ~be W 
IRleb fioek. WbeD tbeIe ~ cndiIII eqaa1 tbe book n1ae oIa ...... of.cos, JadJ .,... 
SioddIoldS' patI'Ona become 1Jtoekhold... N 3rt, ''rid- patnmI, wbo uti not ... I~« .uctbJe 10 ... 
come IDem .... ma,. be paid stock dtvldadl.iD thelClrm otpn6!fted I&oeL c.zt dlrickDdt .... 4t.&t1bated1 
OIl 'Cbeame bub to all ~ 
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Compared with the wholesale department, the retail department is 
how of minor importance. The sales of the retail department 
8.mounted to $335,667 for the fiscal year 1936, net income to $18,542, 
and net worth to $85,126. 

In recent years the Excha.nge has adopted the policy of gradually 
converting all branches into affiliated cooperative associations. When 
a branch is converted into a local association, the assets of the branch, 
which consist of plant and equipment, accounts receivable, and 
merchandise, are Bold to the local company at the book value. The 
Exchange then retires the capital stock and partial payments on 
capital stock for the branch and applies the proceeds against the 
price to be paid by the local association for the properties. Further
more, the branch is allowed credits for any surplus or reserves set 
up out of its earnings. The new association then provides each 
individual stockholder with common stock equal to the credited value 
of his stock and reserves shown on the books of the Central at the time 
of transfer. 

Operations of the Wholesale Department 

The wholesale department performs a wholesale service for both 
local associations and retail branches. Its gross income consists pri· 
marily of the margins on the supplies sold to the local associations 
and branches. The procedure in distributing the annual gross income 
is set out in considerable detail in the bylaws (art. V, sees. 23 and 
24). In the first place, "the costs of operation of the company and 
reasonable and adequats reserves for depreciation of physical prop
erties and against other possible losses" are deducted. An amount 
is then deducted to pay interest for the year on the paid-up capital 
stock of the company, at such rate as may be determined by the board 
of directors. In addition, the directors are authorized to "deduct and 
set aside such amounts as may be required to provide for the erection 
of new or additional buildings, or for additional machinery or equip
ment." Any balance of gross income, after the above deductions, is 
designated as "net income." Ten percent of the annual net income 
must be set aside for marketing and reserve funds, to be used in the 
general business of the association, until an amount equal to 50 
percent of the paid-up capital stock has been accumulated. The 
bylaws also empower the stockholders to set aside all net earuings 
for the first 2 fiscal years of the Excha.nge. After the creation of 
the reserve fund, the directors are instructed (bylaws, art. V, sec. 25) 
to set aside a sum equal to 5 percent of the annual net profits as an 
educational fund to be used in teaching cooperation. 

When these deductions have been made, the balance of "net 
income" for any fiscal year is termed "undivided surplus" and be
comes available for distribution to members and patrons on the basis 
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of patronage. It is further required that auch amount. carried tv 
reserve and not distributed in the form of patronage dividt'nd .. for 
such year must be "allocated on the books of the 88IIOCiation," tlf 

stock must "be issued therefor on Ii patronage bosis for that year or 
in lieu thereof the books and reoords of the Exchange" must "alTord 
Ii means for so doing at any time 80 that in the event of dissolution, 
or earlier, if deemed advisable, such reserves may be returned to the 
patrons who have contributed the same." Patronage dividonds may 
be paid either in stock or in cash. So far the Exchange bas paid an 
patronage dividends to affiliated stockholder associations in the form 
of capita.! stock, in accordance with the pro~-isiOIl8 in the bylaws 
(art. V, sec. 28) which require that "all affiliated companill8 8hall 
own stock in the Central Exchange up to 20 percent of their paid-in 
capita.! stock, before they shall receive any cash patronage dividends, 
and thereafter patronage dividends shan be paid to Buch affiliated 
companies in cash or stock at the discretion of the board of directors." 

In case Ii patronage dividend is declared payable in stork, common 
stock is issued to the cooperstives which are qualified to hold common 
stock, and preferred stock is issued to the "nonqualified" cooperativl'!8. 
No. distinction is made between qualified and nonqunlified coopera
tives in the case of cash patronage dividends, except that, as above 
noted, no qualified eooperative can be paid a cash patronage divi
dend until it holds common stock in the Exchange equal to 20 percent 
of its own outstanding common stock. 

Wherever possible, the Farmers Union Central Exchange handles 
supplies under its own Farmers Union brand. The Exchange takes the 
position that it is not desirable to handle private brands of merchan
dise, since this results in popularizing the name of the manufacturers' 
product and makes difficult any change in source of supply. For thet 
reason, the Exchange is having considerable merchandise manufoo
tured for it under Farmers Union brand names. This policy gives 
greater control over quality, and since it affords a special merchandis
ing outlet for manufacturers, results in favorsble price quotations. 
The major item on which the Exchange performs a manufacturing 
service is oil blended in the association's compounding plant. The 
Exchange plant blends previously refined product. to make proper 
grades of lubricating oils for various uses. The blending operations of 
the Exchange have notool,. provided a product of dependable quality, 
but have resulted in considerable savings. In the fiscal year 1936, 
savings resulting from the lower cost to the association of supplying 
its own oil, as compared with the cost of buying the oil already blended 
for resale, were estimated at $19,808. 

With the exception of oil, which is distributed direct from the asso
cistion's plant, the supplies distributed by the Farmers Union Central 
ExchBng'l are ~n".nilly hwclled on a brokerage basis. The local _ 
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mation customarily sends its orders for supplies to the Central Ex
change, which iustructs the refiner or manufacturer to make shipment 
to the local association and charge to the account of the Exchange. 
The Central office, in turn, bills the local association for the shipment. 
The Central Exchange also purchases outright a number of supplies 
for resale to the local associations. These supplies are warehoused 
either at the South St. Paul plant or at six branch wholesale warehouses 
located throughout the operating territory. 

Early in 1936 the Exchange organized a machinery department. 
The major item bandled thus far has been the "Co-op" tractor, which 
bas been manufactured under a "cost-plus" contract for the Excbange 
and other farmers' wholesale purcbasing associations in accordance 
with their specifications.·s Tbe Central Excbange handles tractors 
under a credit arrangement, which enables the local association to sell 
them to farmers on the basis of a eash-down payment and installment 
credit terms. In its machinery program, the Excbange has adopted 
the policy ·af carrying ouly items that can be handled by tbe local 
8S9OCiations with a minimum of expense and experience; such as 
plows, crop cultivators, spring-tooth harrows, disc harrows, wood
and steel-bar barrows, grain drills and seeders, corn planters, manure 
spreaders, cream separators, barn equipment, and replacement parts. 
The Exchange maintains that an effective machinery program requires 
facilities for housing and display, salesmen who understand machinery, 
and adequate capital. 

In connection with the machinery program, local associations are 
requested by the Exchange to enter into an agreement which provides 
for uniform methods of paying patronage dividends and of building 
capital to finance the development of the program. In the agreement, 
the local association agrees to endeavor to hold its expenses in reselling 
machinery down to a maximum of 10 percent of the selling price and 
to pay to the ultimate purchaser patronage dividends as large as pos
sible, after setting aside required reserves. A provision of tbe agree
ment--to the effect that tbe local association's machinery salesman is 
to receive the 10 percent selling expense as a sales commission lind that 
he is to finance all second-band machinery traded in out of this com
mission-is designed to keep local associations from tying up operat
ing capital in second-hand machinery. As far as possible the Central 
Exchange and the local associations are now participating in this 
machinery program. . 

Although the Exchange endeavors to handle supplies largely on a. 
casb basis, it has been necessary to grant considerable credit to the 
local associations. This situation has been aggravated by the 

Mo This tractor is maDutaetured in three siUl1 it has lve speed3. Is equlpped with rubber tires. seif..atarter" 
:remntor. and btitW"y iguition. It tan be used for plowlng, planting. and eult!9ating operations. It 
an abo be used _roadway batUiq siDoa It can mainliailla speed orz to 30 miles per hour. 
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drought conditions in the Northwest during recent years. In order 
to encourage cash business, the Exchange has customarily granted 
discounts for payments within a fixed period. In & number 01 
instances, sales have been made to looal IIS8Ociations on the buis 01 
trade acceptances. 

The Farmers Union Central Exchange employs Bix field-lMlrVice 
representatives, one of whom serves Wisconsin, to I188ist member 8580-

ciations in their operating and policy problems. These representa
tives also carry on educational work among employ_, designed to 
improve the operating efficiency of the member as.'IOciations. Special 
attention has been given to the improvement of accounting records 
and audits. The field men also provide member associations with in. 
formation concerning the quality and use of supplies handled by the 
Farmers Union Central Exchange. 

Since 1932 the Farmers Union Central Exchange, in conjunction 
with the Northern States Cooperative League, has sponsored "short 
course" cooperative-management schools. These schools are intended 
to give general information on cooperative principles and methods, 
and special training in technical problems. The schools have been 
attended by employees of the cooperative associations and those 
interested in qualifying for positions with cooperatives, and have 
proved valuable in building up trained personnel for the member 
associations. 

TABLE 47.-SALES, NET INCOME, NET WOIlTH, AND NtJIoIBEIl OF LoCAL 

AsSOCIATIONS OF FAIlMEIlS UNION CENTIlAL ExCHANGE WHOLESALE 

DEPAilTMENT, FOil THE FISCAL YEAIl8 ENDING Ocr. 31, 1931-36 

Net in- Local 
Net come-as Net .JIMO("ia-Year Total sal ... income a percenf,. worth tioua age of ..... ved sal .. 

Doli4T1 Dollar> P.,.UfIl Dolls" Numbn 1931 _____________ _.272 4,959 0. 65 ---.------ 91 1932 _____________ 
1.678, 346 24,014 1.43 --_._----- 156 1933 _____________ 1,549,223 22,006 1.42 74,348 172 

1934 _____________ 2,615,519 55.468 2. 12 136,061 211 1935 _____________ 4, 028, 086 101,309 2. 52 233,972 227 1936 _____________ 
3,783,992 66,699 L16 292, 476 223 

Total or av-
erage ____ 14,561,438 274, SIS LSD --------- ---------. I 
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The general educational program of the Farmers Union Central 
Exchange is conducted largely by the State Farmers Union organiza
tions in the territory served. In 1935, however, the Farmers Union 
Central. Exchange, in cooperation with the Farmers Union Terminal 
Association and the Farmers Union Livestock Commission Co., es
tablished an agency known as the Farmers Union Cooperative Educa
tion Service, with an annual budget of $5,000. During 1936, the 
Cooperative Education Service prepared and published Farmers Union 
cooperative literature for use in public schools and home-study clubs. 
The Cooperative Education Service is now sponsoring a 3-week co
operative institute in each State served by the Farmers Union Central 
Exchange. These· institutes offer courses of study in such subjects 
as cooperative history and methods, cooperative economics, business 
practices, public speaking, and parliamentary law. The Cooperative 
Education Service also sponsors essay contests, county rallies, and 
summer camps for boys and girls where educational work in coopera
tion is carri'l'i on. 

The Exchange uses as an official house organ the Farmers Union 
Herald, which goes to all Farmers Union members in its territory. 
This monthly publication now has a distribution of 111,000 copies. 

TABLE 48.-SALES OF MAJOR CO .... ODITIES BY FARMERS UNION CENTRAL 
EXCHANGE WHOLESALE DEPARTMENT, FOR THE FISCAL YEARS ENDING 
Ocr. 31, 1934-36 

1934 1935 1936 

Commodity Pe .... Per- Per-
cent- Total cent- Total cent-Total age of age of age of 0&1 .. all sales all sales all 
sal •• sale. sales 

Gaaoline, kerosene. Dollar. Perunl Dollars Percent DOUa1'8 Percent 
di •• illate ___________ 1.605,457 61. 4 2,703, 408 67. 1 2,541,OOS 67.2 

Lubricating oil and 

g~------------- 413, 464 15.8 559,476 13.9 481,680 12. 7 
Oil equipment ________ 102,278 3,9 113,737 2.8 39,453 1.0 
Tires, tubes, batten •• _ 94, 808 3.6 187,419 4.7 189,402 5.0 
Flourandfeed _______ _ 293,675 11.2 234,274 5.8 168, 758 4.5 
~ne _______________ 

66, 272 2.6 174, 77: 4.3 88, 294 2.3 
Fa.rm machinery ___ ___ --------- ------- ---ss;-OO( ---.--- 134, 182 3,6 
Mi.scellaneoUB ________ 39,565 1.5 1.4 141,215 3. 7 

TotaL _________ 2. 615, 519 100.0 4,028, 086 100. 0 3, 783, 992 100.0 
I 

Growth of the wholesale department since it was reorganized in 
1931 to 1936, is shown in table 41. These figures show that, except 
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for 1936, when drouth conditions in part of the area I!E!rvl'd by the 
Exchange greatly curtailed farmers' expenditurE8, the Exchange h ... 
had a continuous growth in sales and net income. The yearly incno_ 
in net worth have been largely the result of policiE8 of I!E!tting up lib
eral reserves and of paying patronoge dividenda in the fonn of stock. 
The gradual extension of service is indicatl'd by tbe fact tbat the 
Exchange served 233 local units in 1936 as comparl'd with 91 local 
units in 1931. 

The supplies distributl'd by the wholesale department of the 
Farmers Union Central Exchange for the fiscal years 1934, 1935, and 
1936 are shown in table 48. Petroleum supplies representl'd about 
80 percent of the total sales for each of the 3 years. The year-to
year changes in the value of various supplies sold were largely the 
result of changes in the econoInic condition and requirements of 
farmers. The decline in sales of oil equipment in 1936 is accountl'd 
for by the decrease in the number of new statiollll. It is significant 
that sales of the new farm-machinery department repreaentl'd 3.6 
percent of all sales in 1936. 

Purchasing Departments of Land O'Lakes 
Creameries. Inc. 

Land O'Lakes Creameries, Inc., with headquarteno in Minneapolis 
(fig. 9), is primarily a federated marketing 8B8OCiation for approximately 
400 cooperative creameries located in Minnesota, WISCOnsin, and other 
nearby States. The member creameries hold all the common stock 
of Land O'Lakes Creameries, Inc. Preferred stock, which heal'll 
interest at 6 percent, is not restricted as to ownership. 

The territory of Land O'Lakes Creameries, Inc., is divided into 21 
districts, which form the basis of representation in the central associ
ation. Two of these districts represent the 25 member creameries 
located in WisCOllllin. The member associations in each district 
nominate the director for the district prior to the annual meeting of the 
association. At the annual meeting each member BBBOCiation haa one 
vote in the election of directors and in the affairs of the IUIIIOCiation. 

The purchasing service of Land O'Lakes Creameries, Inc., is 
conducted by two departments-the Creamery Machinery and 
Supply Department, and the Feed Department. 

Creamery Machinery and Supply Department 

The Creamery Machinery and Supply Department serves as a 
wholesale ogency through which cooperative creameries and their 
members ma.y purchase needed machinery and supplies. The services 
of this department are not restrictl'd to member aseociations, but are 
available to any creamery. More than 50 percent of the buain_ is 
done, however, with member cooperatives. The major products 
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handled are butter tubs, package materials, and such equipm~t as 
pumps, coolers, tanks, and evaporators. 

This department may be described as a cooperatively operated 
jobbing agency. Orders received from creameries are either filled at 
the warehouse or forwarded to the manufacturers to be shipped 
direct. About one-half of the supplies, in terms of value, are handled 
on a jobbing basis from Land O'Lakes stocks. Heavy equipment 
and supplies bought by creameries in carload lots are ordered shipped 
direct from the factory to the creamery, the invoices being sent by 
the manufacturer to the Machinery and Supply DePl"'tment. All 
invoices are submitted to the local associations, which make ell pay
ments to the department. The supplies handled are sold to cream
eries at regular competitive prices, as listed in a catalog which is 
revised as conditions require. 

Patronage-refund payments, made at the end of each year, repre
sent the difference between the prioo which the department charges 
the cre8.l1)(lries for each supply item sold and the total cost to the 
department. In effect, this method for determining patronage has 
required the Machinery and Supply Department to operate a simple 
perpetual system of recording itemized costs and prices on each 
purchaser's transactions in a separate account. At the end of the 
year the total cost of supplies sold and the total selling prioo charged 
can be computed for each purchaser. Then after a general deduction 
is made to cover the operating costs of the department, the balance 
is distributed to the purchasers. Patronage dividends may be paid 
either in stock or in cash, although for some years such refunds have 
been made in cash. This method of paying patronage dividends is 
well adapted for the business handled, sinoo there is much variation in 
operating margins. For example, the average gross margin on ma
chinery has been about 20 percent, while that on butter tubs has been 
about 4 percent. 

Theoretically it might be contended that this method of paying 
patronage refunds is not equitable, since it does not take into account 
the cost of selliug different uuits of merchandise. For example, in 
selling some supplies a certain amount of solicitation expense is 
incurred, which is unnecessary for other supplies. Practically, how
ever, the point is not particularly importsnt, for over a long period of 
time purchasers tend to buy supplies of all types. 

The Creamery Machinery and Supply Department deals with 
purchasers on the same credit terms allowed by manufacturers on the 
supplies handled. The credit discounts for the various commodities 
range from one-half of 1 percent to 5 percent for cash payment in 10 
days. In 1934 LandO'Lakes earned cash discounts amounting to 
$11,000. This represented all discounts offered, while the cash 
discounts to purchasers amounted to only $8,000. The Land O'Lakes 
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credit department must approve all sales before they are made. If 
a purchaser is indebted to the lIBSOCiation when patronage dividends 
are declared, the dividend is credited to his account rather than 
paid in cash. 

The Machinery and Supply Deparlment is an inkogral part 01 
Land O'Lakes Creameries, !nc., and is served by ita field represent..
tivea. The department, however, provides special _iatall(',e to 
creameries in developing plans for the installation of machinery and 
in installing and servicing machinery. The department endeavors t~ 
assist in the. quality program of Land O'Lakes Creameries, Ine., by 
encouraging the member creameries to use equipment and supplies 
which will enable them to produce bjgh-quality dairy produc"'. 

So.\es and patronage dividends of the Machinery and Supply 
Department since it was established in 1923 are summarized in table 49. 

TABLE 49.-VALUE OF SALES AND PATllONAGE DIVIDENDS PAID SY 

MACHINERY AND SUPFLY DEPAkTMENT OF LAND O'LAKES C.EAM· 

. 

ERIES, INc., 1923-36 . 

PatTOn&«e 

Patron~ dividenda 
Year Sal ... dividends aaa 

"",,,,,ntap 
of ...... 

Dollar. Dollar. P<'tU'114 1923 ... ___________________________ 
608, 979 39,462 8.6 

1924 ______________________________ 1,206,915 88, 767 7 ... 
1925 __________________ ----_._----- 1,523,136 110,310 7.2 
1926 __ . __________________________ . 1,662, 053 123, 167 7 ... 
1927 ______________________________ 1,543, 135 106,930 8.9 1928 _____________ . ________________ 

1,921,051 134, 702 7.0 
19211.. ____________________________ 2, 131,996 151,731 7. 1 
1930 _____________ • _____ .. __ .. _ .. __ 2, 148, 220 117,553 liS 
1931. _______________ .. _______ .. __ . 1,828, 320 97,674 1i3 
1932 ..... ______ .. __ .. _ .. ___ .. __ -- 1,312,938 44, 268 a4 
1933. ____ . _____________________ . __ 1,325,560 50,306 as 
1934 •.. _. _______________ 

-----~--. 1, 429, 487 44, 305 a I 
1935 .. _________________ ------- -- - 1,381,060 49,572 a& 
1936 ________ .--------- - - - . - - - - - -- I 1,619,342 60, 106 3.7 

I Total saleB 10 WlsDonHo In l~ &aIOODted. to tzal,8llO. 

The Fud D~partment 
The Feed Deparlment of Land O'Lakes Creameries, lne., wru,.h 

was established in 1929, provides primarily for cooperative creameries 
and elevators a wholesale service on feeds, flour, fertilizers, seeds, 
twine, and similar supplies not directly related to dairy-manuCaduring 
operations. Most of this business is camed on through the central 
office in the Land O'Lakes plant in Minneapolis, but branch ware-
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FIGURE 9.-HEADQUAllTERS AND PLANT OF LAND O'LAI<ES CREAMERIES, 

INC., MINNEAPOLIS, MIN~. 

The supply departments of this association serve ereamerica and farmers' local pur
chasing associatione in Wiscomin and other North Central States. 

houses are· operated at Albert Lea, Thief River Falls, and Winona, 
Minn. 

Like the Creamery Machinery and Supply Department, the Feed 
Department makes its services available to all purchasers, although 
most sales are made to cooperative associations. The supplies 
handled by the Feed Department, with the exception of standard mill 
feeds, are manufactured for the department according to its specifica,
tions and under its supervision and are sold under Land O'Lakes 
brands and formulas. Supplies are usually shipped on the order of 
the Feed Department from the m,anufacturing plant to the local 
association. The department, however, sends all invoices to the 
local association. 

Supplies are sold at prevailing wholesale prices. Weekiy price 
lists are sent out to customers, usually with a letter commenting on 
market conditions. 

About 50 percent of the total sales of the Feed Department are 
distributed in carload lots. During fall and winter months most 
of the purchases are on a carload basis, whereas in the summer most 
of the purchases are moved by truck in less than carload lots. Part 
of the feed which is shipped by truck to local aSsociations is moved by 
trucks owned by Land O'La.kes, which also ' haul butter and milk 
from the cen tral wartihouse in Minneapolis. Two of the La.nd 
O'La.kes districts have organized their own trucking associations for 
this purpose, 

Practically all 'supplies are handled by the Feed Department on 
a C8.$h basis. Accounts must be approved by the Land O'La.kes credit 
department. In 1936 losses from bad debts amolmted to less than 
0.25 percent of total sales. 
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to promote the general welfare of the memhe ... of this aoooclation and to 
provide better meth0d8 of processing, purchMing. and diatrihuling lut"h 
merchandisej to either own or Ieue and to operate planta, .arehoU8ell, bulk 
plants, retail stores and service I!ltatiolUl for the manufacture. IItorqe, bAn
dlingt processing, and distributing of such merchandu.e and equipmcml: to 
buyand .. U or act as agent to buy and .. Uouch merchandise and equlpDIDot, 
and to bave and exercise aU the righte and powe ... ne_ry to ....... y Into 
effect the above-named pl11'JlO8ell and "divlti .. Incident thereto, IncludinlJ 
the power to buy, lease, sell, or otherwise acquire and diopooe of .Dob real 
and pe!'llOoal property .. may be De"""""'Y or useful In the performance of 
the above-named purposes; and to do aU thingo necellll&ry or Incident to the 
transaction of the business of tbis 888QCiatioD. 

The Wisconsin Cooperative Farm Supply Co .. is organi7,oo on .. 
capital-stock basis with an authorized capital of $25,000, compri .... d of 
245 shares of preferred stock with a par value of $100 per share, ond 
100 shares of common stock with a par value of $5 per shore. The 
common stock can be i88ued "only to the Wi.'ICOnsin Farm Buresu 
Federation (Cooperative) and to incorporated cooperative &!48ociation8 
affiliated with, or whose members are affilisted with, tbe Wisconsin 
Farm Bureau Federation (Cooperative), which are organized and 
operated primarily for the purpose of cooperntive warehousing, pur
chasing, or distributing of mo.chinery, equipment, petroleum product... 
and supplies by or on behalf of members of the Wiseonsin Jo'ann 
Bureau Federation (Cooperative)." The associations which hold the 
common stock are entitled to representation in proportion to tbe 
number of their members. This voting method (Articles of Incorpo
ration, art. V) is roughly designed to give each member of a local 
a880Ciation an equal voting right in the affairs of the Wisconsin Coop
erative Farm Supply Co. The articles of incorporation provide for 
a board of nine directors elected annually, and further stipulate that 
the directors "shall be chosen from among tbe officers or directors of 
the Wisconsin Farm Bureau Federation (Cooperative) or its affiliated 
associations which are members of this association." 

Financial and Operating Analysis for Three Major 
Wholesale Associations 4; 

The balance sheets of the Midland Cooperative Wholesale, the 
Farmers Union Central Exchange, and theCentrn.l Cooperative Whole
sale were analyzed for the fiscal years 1935 and 1936. It was observed 
that the character of assets and liabilities varied considerably among 
these associations for the 2 years. This can be explained largely by 
differences in commodities handled and methods of operation. For 

• Tbe ftnalIeIal and operating I5t8temea&a ror tbe purebuiDl' depettmeala of Land O'1.akat. ~ 
Inc., conkl not be Jadoded iD. thisanalysistri:rlc& lAmd O't..t. Cramtrt.. W. do. DOt __ depart ...... 
8nsoclaI a&atemeDta. Statements of the WiIIooDam Farm Bun.a I'.-.u.ro (C"-oopenUn) ...... DOl 
included in tbls anaIrsiI. 8UJC8 this cqauJzatkm opented 00. IDIIdIIDlaII« Male ud ........ farDNn' _ ..... 
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The value of various farm supplies distributed by the iVisconsin 
Farm Bureau Federation (Cooperative) for the fiscal years 1932 to 
]936, inclusive, is shown in tahle 51. It will he noted that feed and 
sped represented a large part of the ~;upplies handled during this 
period. These supplies were distributed either through local farm
bureau cooperative associations or through commercial distribut.ors 
who obtained their supplies outright from the federation at wholesale 
terms and prices, 

TABLE 5l.-VALUE OF SUPPLIES DISTRIBUTED BY TilE \V'ISCOKSIK F:\R~l 
BCREAG FEDERATION (COOPERATIVE) FOR THE l'ISCAL YEARS E::-WING 

OCT. 31, 1932-36 

Supply item -- - ,- - ---,--

103;) 

- --1----- ----1- --
I Dollars ; DoUars I Dollars 1 Dollars DolifJ-i'8 

63,88,) 'I' 51, O~3 ': 40, -133 01, 8;:i~ - 137,2<13 
7,792 13,3'8 'I 12,420 13, Ha II 15,999 

20,709' 76,7{)0 72, 536 74,428 72,298 
8,328 9,019 10,243 14,100: 7,59l 
2, 339 48, 833 33, 704 44, 637\ 19,997 

17,277 13,069 I 7,286 10.940 : 7,382 

f'eed ________ ... ____ . 
Fertilizer ____ _ 

Seeds alld inoculation __ _ 
Petroleum productH ____ --I 
'1\.yinc __________ _ 
""Vced-killer and insecti-

cjdes _______________ _ 

i- 8,:~ !'."~~I __ 7J21 ___ 3Il~i __ ~82 
.[' 128,634 214,664 i 177,334 24.9,790 I 2GI, ;192 

I : i 

Mjseellaneou!'l_~ __ _ 

------------~-- - - -------------------

The vViseonsin Farul Burea.u Federat,ion (Coopcrath~e) purchased 
a large part of the supplies distributed, through eontracts arranged 
by the Farm Bm'NtU l\'filling Co.~ which serves as a bargaining agency 
for farm-bureau purchasing associations in ~liehlgan, Inoiana, Ohio, 
'Vest Virginia, and Pennsylvania. The federation distributed ferti
lizer mixed by tIle Minnesota Farm Bureau Service Co. until 1935 
when the directors authorized the installation of machinery for 
mixing fertilizer and made a contmet with the Minnesota Farm 
Bureau Serv;c.e Co. for the use of its brands and formulas. 

The purposes of the newly organized Wisconsin Coopemtive Farm 
Supply Co, are se.t forth as follows in its articles of inoorporation : 

The hURlness and purposes of the a~:mciatlon shaH be cooperative-Iy to 
purchase and distribute for its members and members of \ViscQusin Fann 
Bureau Federation (Cooperative) and other farmers of the State of Wiscon
Bin, oil, machbery. feed, fertllizer! seed. equipment, and other merchandise 
wed or useful either in the production of agricultural commodities, or by 
fanners and members of farmers' families for any purpose, and to provide 
means of cooperatively handling the purchase and .sa]e of the same; generally, 
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The Feed Department has adopted B nonsptlClllative poliry in itA 
feed-buying operations. Feed is hought as needed for immpdiate 
delivery .. The department does not employ itA own field men, bllt 
uses the services of the regular Land O'Lakes field men. In comput
ing expenses for the department, as B basis for determining "&vingo, 
a portion of the general office and field expenBtlS of Land O'Lak .... 
Creameries, Inc., is charged against the department. The dirert 
expense attributable to the Feed Department consista 1~61y of 
salaries and other office expense. 

Net savings made by the Feed Department are distributed 118 

patronage dividends according to the various commodities handled. 
The'value of business done hy the Feed Department ainc~ ita 
organization in 1929 is shown in table 50. 

TABLE SQ.-VALUE OF SALES OF TIll! FEED DEPAIlTlolI!NT or LAND 
O'LAKI!S CIlI!AMI!1l1ES, INC., 1930-36 

8avln~ dill-
Year Value or sal .. Savings tributed ... 

eHeoted patron: 
divlden 

DoUG,.. DollGr. Dollar. 
1930 ______ . ____ ............. 218,433 -------------- --------------
1931 ........................ 259,640 -------------- --------------
1932 ........................ 281,838 --------- .. -------.------
1933 ........................ 355, SOl 20, 185 5,853 
1934 ........................ 670,490 17,441 6,692 
1935 ........................ 931,928 26, 298 7.1147 
1936 1 ••••••••••••• _ ••••••••• 960,133 29.745 14, 424 

I The tolal sales lD WI8CODIJn amooDted to approIlmacely •• 3'71 flit •. 

Wisconsin Farm Bureau Federation (Cooperative) 
Until the Wisconsin Cooperative Fann Supply Co. was established 

in February 1937, .the Wisconsin Farm Bureau Federation (Coopera
tive) perfonned the functions of a wholesale farm-eupply distributing 
agency in connection with its activities as a general farm organization. 
The voting membership of the Wisconsin Farm Bureau Federation 
(Cooperative) is restricted to persons, partnerships, or corporations 
engaged in the production of agricultural products, who have paid 
annual dues of $3.50. Voting in membership meetings is restricted 
to delegates elected by county farm bureau organizations. Each 
county farm' bureau having 25 members is entitled to one voting dele
gate and an additional delegate for each 100 members in good standing. 
These delegates elect nine directors for a 3·year period, three director'll 
being elected each year. The board of directors electa officers and 
employees, or authorizee the employment of all employees. 



illustration, in both :v£',a.rs inventol','r" J'eprC'sentc-o U llltleh Inrgel' por
tion of the t.otal ~J..-."'set8 for the Cent-rnl Cooperative \Yholesnie than 
for the other t",ro associations, no doubt, hc('uuse the Central CnOperl:l
tiv3 vVbolesale warehouses fl, lnHeh larger proportion of the supplies it 
distributes. In both years fixed assets comprised ft Inuch larger lwr
cent-age of total flss~ts for the Central Cooperative Wholesale thun for 
the other two associations, TIlls was because of the larger inyest~ 
ment in warehouse and operating facilities required by the Central 
Cooperative Wholesale method of distribution. 

The three associations also varipd consideTubJy in the chan'l.cter of 
their liabilities, Capital stock/ for example, represented oycr 38 per
cent of the total liabilities and net worth of the Central Cooperatiyc 
Wholesale in 1936, us compared with approximately 27 percent for 
the Farmers lInion and 26 percent for the 1fidlund. The Midhmd 
and the Fanners Union, in eompa.rison with the Centrul Cooperatin; 
Wholesale, }13d a considerably larger percentage of total liabilities find 
net \vorth in the form of reserves and. surplus. The total net 'worth 
for the three assoC'iutions combiIled l'eprespnted 54 pereent of total 
liabilitif's und net worth. 

The operating statelncnts fnr these three assoeiations for thp fiscal 
years J9:1:5 and 193fl were also studied. Ih~ net inconle for the thre{' 
averuged o\"('r 2 percent of sales for Pflch of th~se y{~l1rs. The J936 
df'f'line jn operat.ing income and net irl{'.OlHf': for the FarnlefS tfllion 
Cf'_ntrul Exdn!nge wus rftusf'd largely hy drn-nght conditions in the 
territory sf:rved l;y this organizHtion. 

Tahle 02 f:JIOWS fi Jllllnhrr' of opPTating ratios prepared from the 
finarwiul .find OpeJ"ilting dfltn.. These l'ntios afford a general pieture of 
the financial ('ondition of these three associations rather tllitn a basis 
for measuring their comparnJive operating efficiency. As indicated 
above, the tlssociations nfC not :::trictly compflrable in their Juethods of 
organization Hnd operation, flnd for ill is reason it \vould be improper 
to usc the ratios of any one asso(~iation as iJ, :;tandu.nt for compurison. 

-The mnount of eurrent assets pi?f dollar of current liubilitl(3s provides 
n generul indication of t,he operating liquidity of a business coneenL 
Tihe. enrrent assets for these thrpc flssoeiations C{)mbinpd nnlotlIlted to 
$2 in 1936 and $2.27 in 19:35 for every dollar of eurrent liabilities,5o 

The amount of "rorking cupitn1--the excess of current aSF.cts. over 
current lifthi1ities--for the tilree associHtions conlbinC'dJ arnountf'd to 
37 cents in 19:.16 and 40 cents in 1935, for ench donar of total assets. 
This ratio Rhows the degree to \vhich the totnl assets ;1re liquid. 

Recclyahles of the three n.ssocintions combined nrnount.e(l to R.~ 

cents in ] gaG ant! 94 cents in 1 g;-10, for each dollar of working capitllI. 
\Vhen this ratio [or an {]:ssociution declines, it jndientc~ that it sml.lllpl 

OJ A ralio of $2 in current assets br ('ad: dDlI"r of cllrrcn~ li~Ll:iliti",., is ~£r:~rr:.;ly :-ulsiilf"rf;'rl _,:.r.hfw-tf!f:-. 
pmvided tbat current as.;;ets are liquid :n chara{;~.'r. 

42n::l"~38--8 
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.BLE 52.-SELECTED OPERATING RATIOS FOR THREE 1\IAjOk WHOL£. 

SALE ASSOCIATIONS SERVING FARMERS' LOCAL PURCHASINC A •• o. 
CIATIONS IN WISCONSIN, 1936 AND 1935 

M~r·-t'~ Total 
Cooper- lrnion Coo~r- for 

Ratio Year ativD Central ative til ...... 
Whol.,. Ex· Whol ... """""ia-

_Ie change alo tiOnA 
- --- .-----~ - ------

Current assets pcr dollar of cnf- { 1936 $1. 114 52. 13 52. 02 .2. 00 
rent liabilitiefL __ _________ 1935 2. 40 2. 32 2. 07 2. 27 

W::~!~~_~_~~~I~~_~~_ { 1936 .37 .42 .31 .37 
1935 .51 .42 .29 .40 

~V':~i:U~:_~~~_O_f'~O~~~_1 1936 1.34 .76 _ 42 .85 
1935 1. 21 .99 .50 .114 

Receivables per do~ar of aalcs __ 1936 .08 .05 .02 .05 
1935 .08 .05 .03 .0& 

Net worth pcr dollar "r total { 193tl . fl4- .46 . );.; . ttl 
.... ct. .. ________________ . 1935 .63 .4K • fJ!j .M 

Net worth pcr dollar of total { 19311 I. 19 .84 1.22 I. 04 
liabiUtics ____ + _ • __ 1935 1.71 .91 I. 23 1.19 

Net worth pcr dollar of fixed J 193!; 4.18 2. 43 I. 61 2.36 
.....,to ______________________ I 1935 a 75 I. 97 I. 40 2. 15 

Sales pcr dollar of total _ttl - - - 1 1931i 6.28 !i. 92 S. 93 6.03 
193;' 7.61 8. 22 5.28 7.07 

Net income- per dollar of total J 11136 . ;5 .10 _ 12 .12 
....ets ___________________ I 1935 .20 .21 .09 • 17 

I --

proportion of its working capital is tied up in receivabJ.... There WWl 

a considerable variation in this ratio among the three associations. 
The receivables for the three associations amounted to 5 cent.. for 

every dollar of sales in both 1936 and in 1935. In other words, 5 
percent of the sales had not been paid for at the end of the operatir.g 
period. The Central Cooperative Wholesale, at the end of 1936, 
had only 2 cents in receivables for every dollar of goods sold in 1936. 

Net worth of the three associations eombioed WIUI 51 cents in 1936 
and 54 cents in 1935, for every dollar of total assets. This ratio 
indicates that the investment of members in the associations was 
greater than that of creditors. This eondition is also evidenced by 
the fact that the net worth for the three associations eombined 
amounted to $1.04 in 1936 and $1.19 in 1935, for every dollar of total 
liabili ties. 

The three 88SOciations eombined had $2.36 in net worth in 1936 
and $2.15 in 1935, for every dollar of fixed asset... This ratio iodicates 
that the capital provided by members of the associations WIUI more 
than adequate to eover the investment in fixed assets. For example, 
the Midland Cooperative Wholesale, with a relatively modest invest-
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ment in fixed assets, had $4.18 in net worth for each dollar of its fixed 
assets in 1936; while the Central Cooperative Wholesale, with a 
larger investment in plant and facilities, had only $1.61 in net worth 
for every dollar of fixed assets. 

Sales for the three associations combined amounted to $6,03 in 
1936 and $7.07 in 1935 for each dollar of total assets. This ratio is 
of significance in that it indicates, the rapidity of capital turn-over. 
Although the net income of the three associations combined, as shown 
by the profit and loss statement, amounted to 2.03 cents per dollar 
of sales in 1936 and 2.34 cents per dollar of sales in 1935, the rapidity 
of capital turn-over resulted in a net income f()r the three associations 
of 12 cents in 1936 and 17 cents in 1935, for each dollar of capital in
vested in the business by members and creditors. 



Conclusions and Recommendations 

COOPERATIVE purchasing by fannel'8 in Wim-on~in h08 b .... n 
sponsored by the Grange, the Equity, the FaTtnPI'8 Uniun, thp 

Farm Bureau, and other general fann organizations. Sin"e the World 
War large-scale purchasing associations have been fonnl'd which have 
provided local cooperatives with a whol!'!'ale source of 8ul'pli1'8 and 
with assistance in organization work. Not all the local purchMing 
associations in Wisconsin, however, have been an outgrowth of the 
promotional efforts of general farm organization8 or large-scale pur
chasing associations. Many such associations have been set up by 
farmers because of local needs and without outside assiAtanca. 

Farmer8' eooperative pUTcluuting a8ROciatw..s have bu" ojJicial1l1 rm'g. 
nized in Wisconsin since the jirtd State cooperative statuI. tro8 pMOFd in 
188'1. Since that time, further legislation, both State and Federal, 
has aided in estahlishing their legal statue. For many yeal'8 the State 
of Wisconsin has encouraged this type of cooperation through the 
activities of the State Department of Agriculture and Markets and 
the Wisconsin College of Agriculture. The It'ederal Government also, 
under authority of legislation, has assisted purchasing associations 
through research and educational work and credit servic.e. 

Local supply associations in Wisconsin are distributed rather 
generally throughout the State but are most numerous in the western, 
southern, and eastern sections. 

Purchases by fannel'8 represented approximately 87 percent of the 
supplies distributed. Petroleum and general .... tore associations had 
the largest percentage of sales to nonfarmel'8, probably because these 
associations handled supplies not strictly limited to farm usc. Even 
these associations, as a group, however, made less than one-fifth of 
their sales to nonfarmers. 

Local purchasing associations may be classified into five main tYl'eA 
according to the general nature of their business and the principal 
supplies handled. On this basis, the 69 associations which specia1i7.e 
in petroleum products and related supplies were clnssified 88 petro
leum associations; 71 as warehouse associations, since they sell mostly 
in bulk quantities from warehouses such supplies as feed, seed, ferti
lizer, twine, and farm machinery; 36 as general .... tore association .. , 
since they operate general stores and handle considerable quantities 
of household merchandise; and 70 as combination associations, sinca 
they combine warehouse and petroleum operations. Twenty-five 
associations were primarily marketing associations which handled 
farm supplies 88 a side-line activity. 

112 
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M any of the associations wllich were active in 1935 were organized 
from 1918 to 1921 8.Ild from 1930 to 1931. The active petroleum 
associations have all been organized since 1920. In fact, 64 of the 84 
petroleum associations which were active in 1935 had been organized 
since 1930. Of the 71 associations wllich had operated over 16 years, 
32 were of the warehouse type, 12 were of the general-store type, and 
27 were of the combination type. Since 1930 most of the associations 
org8.llized have been of the petroleum and combination types. It is 
significant that none of these recently organized associations have 
become inactive, although about 40 percent of all associations organ
ized since 1910 had ceased to operate by 1935. Since dissolutions 
among these local associations have not been limited to depression 
periods, it appears that they were attributable more to internal 
operating difficulties than to severe economic conditions. 

The average net worth per dollar of total assets varied little among 
types of associations; the average was about 70 cents for petroleum 
associations; 61 cents for warehouse associations, 68 cents for generai
store associations, and 70 cents for combination associations. These 
ratios indicate that, in general, the members have a strong financial 
interest in their associations. 

Comparison of groups of selected "good" and selected "poor" 
local purchasing associations of each ~e indicated that the good 
associations tended to operate on a smaller. gross margin per dollar 
of Bllles. The fact that their operating expenses were lower per dollar 
of soles indicated that the selectsd good associations operated with 
greater efficiency. It also appeared that the operating expense per 
dollar of Boles for the hetter associations was lower because of the 
greater volume handled. The larger associations were, no doubt, able 
to utilize to hetter advantage facilities and personnel. Furthermore. 
the good associations had more advantageous credit and sales policies. 

II is believed tlw.t managers aM directors can profiJably compare their 
gross margi1l8, operating ~xptrn8e, aM net income figures 'Wi.th. tlwse oj the 
selected "good" as.o~ oj their type as gu;.us or .tarulards jor im
proving 1M;" operating {/ficiency (see tables 35-42 and fig. 4). 

The average net income per dollar of soles for 1934, was 7.79 cents 
for petroleum associations, 1.39 cents for warehouse associations, 1.01 
cents for generai-tltore associations, and 3.51 cents for combination 
associations. Comparison of the net income for a selected group of 
the best associations with that of a. selected group of the poorest 
associations of each type indicated that there was considerable varia
tion in operating efficiency among individuolllSS{\Ciations of the same 
type. The good petroleum associations had net income of 9.59 cents 
per dollar of soles, while the poor petroleum associations had net in
come of only 6.09 cents per dollar of soles. Significant variation for 
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the good and poor assodations of the other tyP<'s WU" attribut<ld 
partly t<l the fact that the volume of sales averaged larger for the 
selected good associations, and partly to local competitive conditions, 
but more probably to comparative efficiency of operation. 

Comparison of the averuge bulan"" sheets for the associations of 
each type for 1934 also indicated that petroleum associations tended 
to operate with the smallest total as.,ets. The average tot·a! assets 
for these associations amounted to $15,684 as compared with $28,234 
for warpnouRe associations, $27,823 for general-store associations, and 
$30,260 for combination ","sDelation •. 

The study disclosed th"t local associations, in general, were weak 
in membership and orgunization work. In some instances the number 
of nonmembers served excee<led the number of mcmbpl'S, lUld the 
members did not apP<'8r t<l be ad, "ely interested in the work of their 
"ssoci~tion. It wos Rho Apparent that. directors 311(1 managers had 
not always provi(kd J111'lnb('l's wit,h sufficient informa.tion COllc.el'IUng 
the op(lrations of their as~o('iHLjon 01' u- ucfinit.c vrognlDl for hringin{: 
1lOnmem&J' pfttrons iul-O mf'mbel'~hi", 

it 'V)a-<"indh'.{l[f.dtit.at ma,u-yassoci-ati-tHl"'/Wff'Jui/u/ fo rc(/li2~ flU', impnrl
a.nct? o} directifTn G7I-d m'Jnage-metlt, !\-18H,Y IlUHlH.grN IH..eked trailJing-) 
~xperienee, or gencral adnpta.bilit.v. OflH'r Jllanagers \vC're not given 
proper e:ncOI11'figf'm~llt, for gOOt! work in t.ho form of udequat.e pay. 
Too often the dil'celol'< took no adive interest in supel'vising the 
management, with tile result that the munager came to look upon 
himself as the sole proprietor. Comparison of the net income for the 
good and poor associations indicates that there is a great opportunity 
for improvement in management. This Was also apparent in the 
shrinlm"" figures for the petroleum associations. VVl1ile some of the 
associations were able to handle petroleum product.~ with a shrinkage 
loss of 1e..'lS than 1 percent of sales, many had shrinkage losses far in 
exc<lSS of that figure. 

The service of many of the local associations cOllld be fftirly criti
ci?.ad as lite king the promptness, cffidency, and congeniality that is 
desirable in retail trade. It is not suggest,\(l that more service in the 
form of credit and delivery should be offered, since farmers usually 
prefer sa viugs to such services. 

Many assocllitions frul to give members sufficient aid in selecting 
supplies adapted to their individual needs. Although it appears that 
there is a wide opportunity for cooperative purchasing Ds.ociations 
to serve their members in this way, such assistance requires tlHLt enl
ployees be technicsJly trained to give this service. 

Only a few of the assodations in Wisconsin sold supplies on .. 
strictly cash basis. Wl.ile many of the associations havo extended 
credit with due care, there were also many which bad serious credit 
problems. Of 202 associations, 87 had, at the end of 1934, accounts 
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and notes receivable representing more than 10 percent of the annus! 
ssles. It would appear that stricter policies with respect to credit 
extension need to be established and followed by many of the locsl 
associations. Thia ia highly essentis! because careless extension of 
credit involves costs in collecting accounts and losses from bad debts; 
and, furthermore, ties up in accounts receivable eapitsl which would 
otherwise be used for other general operating purposes. For these 
reasons, it is desirable that associations either endeavor to operate on 
.. cash basia or follow firm policies with respect to credit. 

The extent to which the associations paid patronage dividends 
depended upon their pricing policies and ability to develop net savings, 
as well as upon reserve policies. Of the 204 locs! purchasing associa
tions included in the operating ans!ysis, 76 reported the payment of 
patronage dividends. A much higher proportion of the petroleum 
associations paid patronage dividends. On the other hand many ass0-

ciations retaiped their earnings in surplus and reserves, in order to 
strengthen their financial condition. In thia connection, it is significant 
that muc,h of the net worth of the local associations has been built up 
out of retained savin!l". 

:Many of the associations did not have proper reoords. In some cases 
the accounting systems were apparently inadequate, while in other 
cases they were fairly suitable but were improperly or carelessly kept. 
Many of the associations did not provide for proper audits. Auditing 
was frequently left in the hands of directors who, as a rule, were not 
fully qualified for this work. Although the cooperative auditing serv
ices, offered by the larg~s!e associations have tended to improve 
accounting methods, it appears that many associations should take 
steps to improve their accounting practices and provide periodicslly 
for comprehensive audits. Good audits properly interpreted would 
facilitate good management and build up the confidence of members. 
In thia connection it seems desirable to have the auditor explain the 
audit report to the full board of directors. 

1M large-scale pUTC/uunng associatim>.s MOM .1IIkavored to assist 
tke local purchasing groups alnng 801J,nd lines. In general they have 
provided an economical source of supply; they have rendered valuable 
assistance in organization and operating problems, and in educational 
work amoug members; and played an important role in improving the 
quality of supplies handled and the character of service offered hy the 
local associations. While creditable work has been done to assist local 
associations in their membership and operating problems, it is believed 
that more of the general field service work might be directed toward 
technical business and operating problems of the locals. 

Of the five h·ading I~e purchasing associations which provide 
wholessle service for approximately one-half of the locsl associations 
operating in Wisconsin, thre<r-the Central Cooperative Wholessle, 
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