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Summary 

COOPERATIVE purchasing by fanners in Indiana i8 pArfonned by 
county coopl'.re.tive 8S!lOciations federated in a centml organizu.. 

tion, the Indiana Fann Bureau Cooperative Assodation. Th;" 
purchasing system was estahlished largely through th" initiative of 
fanners in th .. ir separate communities but with the MBistanl'e of 
the State association. Local ownership and local c,ootrol by farmA", 
characterize the whole system. 

The Indiana Farm Bureau Cooperative Assoeiation maintain. 
offices and warehouses in Indianapolis for the purpose of providing the 
county cooperatives with farm supplieo of good quality and with 
essential centrali".ed services. It makes contracts with manufacturl'n 
and processors of required commoditil's on both brokerage and pur
chase-and-sale bases. It also assists county coopl'ratives witb account
ing and auditing services and employs commodity specialists who help 
managers improve their distribution services and efficiency. County 
associations own the entire common stock of the State association, 
wliich they have acquired through patronage refunds. They elect its 
11 directors. 

The county cooperatives-the subject of this study-show marked 
variations in the character of their business operations. Each 8electfl 
the supplies to be handled, purchases mostly through the State 8f!8O.. 

eiation but in part elsewhere, warehouses commoditieo as facilities 
permit, sells at prevailing local prices, and controls policies of granting 
credit to patrons. Petroleum products, comprising 31 percent of 
total aa1es in 1937, are sold mainly at farms by truck drivers. Othl!1' 
supplies are sold at the warehouseo or by salesmen in special salt'8 
campaigns. 

The associations have constantly expanded their t!el'Vices to farmer
patrons. They have reached out to extend to Indiana farmers 
throughout the State the benefits of larg4Hroale purchasing power. In 
1937 their total business reached approximately $15,000,000. or this 
amount 83 percent represented sales of farm 8upplieo, chiefly petroleum 
products, fertilizer, feed, seed, fence, and farm machinery. Marketing 
of farm products accounted for the other 17 percent. The association. 
in that year served about half of the farmers in Indiana and handled 
approximately one-fifth of all farm supplies purchased for Indisna 
farms. They are the largest single souree of farm supplies within 
the State. 
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Membership in the associations is limited to individuals, firms, and 
corporations that are engaged in some phase of agricultural production. 
Membership is based on ownership of at least one $5 share of common 
stock. Usually a share can be obtained only through participation in 
patronage refunds. It therefore represents substantial purchssing 
through the association. The associations have approximately 50,000 
members, and at least an equal number of other farmers are well 
along in the process of acquiring membership. 

By keeping their cooperative services constantly in the farmers' 
minds, the associations endeavor to attract new members and stimu
late the interest of old patrons. Personal contacts of the managers is 
the chief means of ca.rrying on such educational activities. In many 
cases managers set aside a definite portion of their time for visiting 
falms of nonpatrons. Personal contacts are supplemented by holding 
special and annual meetings of members and their families, by mailing 
special sales circulars to members, and by having managers attend 
township farm bureau meetings. 

Facilities commonly consist of petroleum bulk plants, warehouses, 
offices and equipment, trucking facilities, and branch warehouses. 
Those assoCiations offering marketing services have grain elevators. 

Credit may be extended on sales to patrons. Accounts receivable 
at the end of the year usually amount to less than 10 percent of the 
total sales of farm supplies. One-fourth of the associations have 
developed a lIIlrvice for assisting farmers in obtaining loans from 
production credit associations and from county farm bureau credit 
unions. This has relieved these cooperatives to Some extent of their 
credit problems and has contributed to education of patrons in the 
benefits of using cooperative credit institutions. 

Experiences of 15 associations that operate branches indicate that, 
although the distribution of supplies from branches may improve the 
services to patrons, it may increase the difficulties of operation so 
that more alert management is needed to assure the desired results. 

Combiniag marketing services with purchssing activities, as is 
done by 25 Indiana associations, has helped to build business by at
tracting patrons. Frequently, however, it has led to lower average 
trading margins and to heavy expenses together with unwe business 
practices that have occasionslly resulted in losses. 

The associations' net income amounted to more than hslf a million 
dollars in 1937. Although the rate of gross earuings on sales of sup
plies declined from 1934 to 1937, both because margins were lower on 
petroleum products in 1937, and because larger amounts of general 
farm supplies were handled at margins lower than those on petroleum 
supplies, expenses were also reduced. Thus a more diversified group 
of commodities with relatively lower gross margins was handled, 
but increased volume with resulting lower expense per dollar of sales 
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brought the average net operating income to n .. arly as high • per
centage of total sales in 1937 as it was in 1934. 

After paying expenses of operation and divid''I1ds on ... pil&llltOC'k 
and providing for reserves and surplus, the associations refund the 
balance of their savings annually to patrons in proportion to the valu .. 
of their purchases. Tbese patronage refunds, which are uRually paid 
at a uniform rate on oombined sales of supplies, in 1937 ranlC"d from 1 
to 10 pernent of sales. Refunds are customarily i"lm .. d pru-t1y in CIIIIh 
and partly in common stock. Special cash refunds are commonly 
paid on fertilizer. 

The ",,,,,,,ts of these associations were valued at approximately 
$3,500,000 at the close of 1937. Current _ts reprMented 60 percent 
and fixed assets 25 percent of the total. The ratio of current .....,ts 
to current liabilities was 2.5 to 1. Long-term indebtedn_ at'oounted 
for less than 10 percent and net worth for 66 percent of total _ts. 

While obtaining added advantages from close cooperation with th('ir 
State association each yenr, these cooperatives have "ontinued to 
strengthen their individual methods of operation and to increase their 
local ownership and con trol. 

44S24 
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Appendix 
Standard Form of Contract Between County Cooperatives 

and Petroleum Truck Drivers 

THIS AGRr:EMr:NT, made and entered into tbia ..... _ day of ___ •••. _. _ •.• 
19 ____ , by and between ___ . _. ________________________ County Farm Bumau 

Cooperative Association, Incorporated, herejnafter rt'"rcrft"d to..., the AfIMK"iatloD, 
and ______________________________ thereinafter n'f("rred to .. the Driv(I'r; 

Witn""""tb: 
Whereae. the Auoeiation is & eerviee organi&ation, ownjn.,I~uin.JorMn"roUin~ 

truck.., and acting in the distribution of petroleum product. and other auppJiee; 
and 

Whereaa, Tbe Driver III owner of a truck ch .... l. leaocd or oontrolled by tha 
AMOciatioD, and represents the Aaoeiation in the territory aHoted lo him. wbich 
may be changed from time to time, and la held _poMibl. lor the delivering of 
producta of the Asaociation, according to its orocn, prices, and inatruct.ion., to the 
farmel"8 with all possible prompt-oese and dispatch. and for collectinl all amount. 
due from the purchase .. of tbe products delivered; 

Now, therefore, it is hereby mutually agreed .. followe: 
(1) That, the Driver _, at hill expense, to (umUth • truck oulted to carry 

the Association'e tank &nd to keep the &ame well painted and In good mechanleaJ 
condition; Bnd the A880CiatioD agreee to furnish the tank and keep ... me tn attrac
tive and well-painted condition, and to furniab adequate truck-tank equipment 
for delivery. 

(2) That, the Driver agrees to carry on II&id truck an IMurance polley In a 
reputable company to cover public liability and property d.am~e. and to hold the 
A.uociatioD harmless from &11 accidenta, injuriea, and damaRes &rudng trom the 
use of such truck, excepting only such liability as the AMOciation ma.y bave under 
the Indiana workmen's compensation law; and the Auociation will, at &11 timN, 
have the right to (ully cover and insure tank, equipment, and mercbandiae. 

(3) That, the Driver agrees to pay the A880eiAtion, in lull, for all goods taken out 
by him, either upon the 8uceeeding day or upon bill ftrst return to the plant. Any 
acoount created by the Driver, due to hie deviation from this policy, .hall be the 
obligation of the Driver; and he shall guarantee the AMociation agaiD8t 10M on .ueb 
aeoounts by furnillhing bond or other pefllOnaI _urityaeeeptable to the AIOIOCu.
tion or to its bank. 

(4) That, the AlIBOCiation may adequately bond the Driver lor Its protection 
against misappropriation of lunda OT property. 

(5) That, the AlIIlOCiation agrees to keep ample .upplico of It.. products on band 
at &II timea, but .ball not be held _,,"ible lor I"""",, "",ulting lrom delay. in 
filling orders by reason of firea, IItrikes. labor queatioll8, OJ' &Dy other eauae be,ooo 
its control. 

(6) That, on &II deliveries to patrons, the A!IOO<:iation agrees to pay the Driver 
the oomm.iBBions mutually agreed upon, B8 set out in the 8Chedule attached hereto 
and made a part hereof. (Thi • .chedule may be changed from time to time bJ' 
mutnalagreement.) 

(7) That, the AlIIIOCiation wiD allot to the Driver the territory ""Iicited by him, 
which may. from time to time, be changed by the A88Ociation and the Driver. TfHt 
Driver agrees to devote biB fuU tJme in the solicitation and distribution of petrq.. 
leum supplies handled by the Association. 

ThIll eontract .haIl oontinue in fuD force and efl"eet until ..... celed by eilbel' 
party by giving 30 day.' written notice to the other party of iw intention eo to do, 
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If. at the time such cancelation takes effect, the driver is indebted in any amount 
to the Association. the Association shall have the option to acquire immediately 
the Driver's equipment, or such equity as the Driver may have in such equipment, 
at the fair market priee thereof. less fair- depreciation thereon, .and leas the amount 
of such indebtedness. In the event that such valuation cannot be agreed upon 
promptly by the parti .. hereto, the same .hall be eet by .. disinterested third party 
selected by the parties hereto. whose decision shall be fineJ and binding on both 
parties hereto. 

In witness whereof, the parties hereto execute this contract the day and year 
first above written. 

Driver 
Attest: 

__________ COUN'l'Y FARM .. BURBAU 

COOPERATIVE ASBOClA,TION. INC. By _______________________________________ _ 

Attest: 

Schedule of Compensation to Drivers 

Farm Deliveries I 

COmmodlt, :;g::. 
Fa.rm bureau regular gasolinc ____________ ----f. per gallon 
Fa.rm bureau U. S. motor gss ____________ ----t. per gallon 
.Farm bureau kerosene __________________ ----f- per gallon 
Farm bUTe&u No.1 prime white distillate __ ----t. per gallon 
Co-op Tract-G-Lino ________________________ ¢ per gsJIon 
Lubricating oils ________________________ ----t. per gallon 
Miscellaneous oils __________________________ ¢ per gallon 
Fly spray. disinfectants, etc _________________ ; per gallon 
Gre&ses ___________________________________ ¢ per pound 
Tires _________________________________ ----t on ... Ies 

Service Station Deliveries 

o-nfflv dheotml 
fklhtuil!I 

____ ¢ per gallon 
____ ¢ per gsJIon 
____ ¢ per gallon 
____ ¢ per gsJIon 

----t per gallon 
----t per gallon 
----t per gallon 
----t per gallon 
____ tperpound 

Farm bureau regular gasolinc _______ ~ per gallon, within city limits of city in 
which bulk plant- is located. 

Farm bureau regular gasolinc_ _ _ _ __ -t per gallon, within & radius of 10 miles of 
bulk plant. 

Farm bureau regular gasoline _______ ¢ per gallon, in remainder of county. 
}'arm bureau U. S. motor g8S _______ ¢ per gallon, within city limits of city in 

which hulk plant is located. 
Farm bureau U. S. motor ga8 ___ '- ___ ; per gaJ.lOll, within &- radius of 10 miles of 

bulk plant. 
Farm bureau U. S. motor gas _______ ¢ per gallon, in remainder of county. 
AU lubricating oils _________________ # per gsJIon, barrel delivery only. 
An greases ________________________ ¢ per pound . 

• The CQmmiS$Um rates pItld to 4rlvers dUler among the asaociatloDa. 



TABLE 22.-AvERAGE MONTHLY SALES IN PERCENTAGE OF TOTAL SALES OF PRINCIPAL FARM SUPPLIES FOR 62 COUNTY s:e 
ASSOCIATIONS IN 1934 

.. _m 

rarm suppl, lanu- r.bnI· MInlb April M .. J ... lui.,. A .. usI s.ptem· 0 ...... NQv_~ n...m. TolIII 
"1 Il1 ... boo boo 

'--------------------
Gasoline ••••••••••• ___ .. __ . ___ ....... 6.7 6.2 8.0 10. 6 10.4 8.9 9.6 9.6 8.6 8.4 7.0 6.0 100.0 
I\eroeene~~~~~~~~ ___ .~~_~_~_~~ ____ ~_~_ 5.8 5.0 7.5 14.9 13. 7 8.7 8.4 9. 4 7. (\ 7.3. 6.2 6. 6 100.0 
Traotor fueL __ .... ____________ ....•.• 1.7 2.5 5.9 22. 7 19. 0 7.5 8.4 10.4 7.6 7.0 4.7 2.(1 100. 0 Lubricants. __ • _______________________ 4.4 3.9 7. 7 16. 6 16. 1 8.4 7.9 9. 2 6.8 7.6 6.7 4.7 100.0 

A"erage of petroleum .uppli .... ___ 4.7 4.4 7.3 16. 2 14. 8 8.4 8.6 9.6 7.8 7. 6 6.1 4.7 100. 0 
= = = Feed __________________________ .. __ ... 

7.2 7.7 10.3 9.0 9.8 10.0 8.2 9.2 7.0 6.2 7. 5 7. 9 100. 0 
Seed_ .. _ __ ~_. ___ w -.. -~--,.--.--.--- 1.4 8.1 19.5 17.2 6.1 6.2 4.4 10. 0 13. 2 9.8 2.5 1.8 100.0 
Fertiliser ______ . _ .. ____ . _. _. _ .. _______ . I . I 1.7 8.5 2Q. I 2.7 .9 4.4 45. 3 13. II 1.9 .7 100. 0 Fen .. ________________________________ 

3.3 5.2 7.7 17.5 14. 3 7.3 0.0 9.7 9.2 7.9 5.6 3.4 100. 0 
~ne ______ . ________ . _____________ •• .4 .2 . I 1.0 1.9 63. 2 UU 4.3 7. 2 4.8 .8 .7 100.0 
Miscel1ant'Ous ___ ~ __ ,. _,. _,. .,.,. ~,.,. __ ,. _,. ~,._ 7. I 7.3 8.7 12. 2 10. I 10. 4 11.5 9.7 9.4 6.7 3.3 3.6 100. 0 

A "erat!" of general farm supplies __ 3.2 4.8 8.0 to.°i lO. 4 .6 8.2 .9, fl.2 as! a. 0 f 100. 0 

Awrage of all commoditi ........ 3.8 4.6 7. 7 I 13. 0 ! 12. 2 i 13. 3 i 8. 4 ! 8. 6 I 12. 2 I 7.9 4.6i a 7. 100. 0 

Data computed from """rd. of tbe Indiana farm bureau county cooperativ .... 
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