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Summary

COOPERATIVE purchasing by farmem in Indians ia performed by
county cooperative associations federnted in a central organiza-
tion, the Indiana Farm Bureau Cooperative Association. This
purchasing system was established largely through the initiative of
farmers in their separate communities but with the assistance of
the State association. Local ownership and local contrel by farmers
characterize the whole system.

The Indiana Farm Bureau Cooperative Association maintains
offices and warehouses in Indianapolis for the purpose of providing the
county cooperatives with farm supplies of good quality and with
essential centralized services. It makes contracts with manufacturers
and processors of required commodities on both brokerage and pur-
chase-and-sale bnses. It also assists county cooperatives with account-
ing and auditing services and employs commodity specialista who help
manggers improve their distribution services and efficiency. County
associations own the entire common stock of the State association,
which they have acquired through paironage refunds. They elect its
11 directors. .

The county cooperatives—the aubject of this study—show marked
variations in the character of their businhess operations. Each selects
the supplies to be handled, purchases mostly through the State asso-
ciation but in part elsewhere, warehouses commodities as facilities
permit, sells at prevailing local prices, and controls policies of granting
credit to patroms. Petroleum products, comprising 31 percent of
total sales in 1937, are sold mainly at farms by truck drivers. Other
supplies are sold at the warehouses or by salesmen in special sales
campaigns.

The associations have constantly expanded their services to farmer-
patrons. They have reached out to extend to Indiana farmers
throughout the State the benefits of large-scale purchasing power. In
1937 their total business reached approximately $15,000,000. Of this
amount 83 percent represented sales of farm supplies, chiefly petroleum
products, fertilizer, feed, seed, fence, and farm machinery. Marketing
of farm products accounted for the other 17 percent. The associations
in that year served about half of the farmers in Indiana and handled
approximately one-fifth of all farm supplies purchased for Indians
farms. They are the largest single source of farm supplies within
the State,
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SUMMARY v

Membership in the associations is imited to individuals, firms, and
corperations that are engeged 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 purchasing
through the association, The associations have approximately 50,000
members, and at least an equal number of other farmers ars well
along in the process of acquiring membership,

By keeping their cooperaiive services constantly in the farmers’
minds, the associations endeavor to atiract new members and stimu-
late the interest of old patrons. Personal contacts of the managers is
the chief means of carrying on such educational activities. In many
eases managers set aside a definite portion of their time for visiting
farms of nonpatrons. Personal contacts are supplemented by holding
special and annual meetings of members and their families, by mailing
apecial 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, Aceounts receivable
at the end of the year ususlly amount te less than 1¢ percent of the
total sales of farm supplies. One-fourth of the associations have
developed a service for assisting fermers 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 educetion 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.

Combining marketing services with purchasing activities, as is
dona by 25 Indiana associations, has helped to build business by at-
: tracting patrons. Frequently, however, i{ has led to lower average
trading margins and to heavy expenses together with unsafe business
practices that have ocesasionally resuited in Josses,

The associations’ net income amounted to more than half a million
dollars in 1937. Although the rate of gross earnings 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 bandled,
but increased volumsa with resulting lower expense per dollar of sales
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bronght the average net operating income to nearly as high & per-
centage of total sales in 1937 as it was in 1934,

After paying expenses of operation and dividends on capital stock
and providing for reserves and surplus, the associations refund the
balance of their savings annually to patrona in proportion to the valus
of their purchases. These patronage refunds, which are usually paid
at & uniform rate on combined sales of supplies, in 1937 ranged from 1
to 10 percent of sales. Refunds are customarily issued partly in cash
and partly in common stock. Special cash refunds are commonly
paid on fertilizer.

The assets of these associations were valued at approximately
$3,500,000 et the close of 1937. Current assets represented 60 percant
and fixed assets 25 percent of the total. The ratio of current assets
to current liabilities was 2.5 to 1. Long-term indehiedness accounted
for less than 10 percent and net worth for 66 percent of total assets.

While obtaining added advantages from close cooperation with their
State essociation each yenr, these cooperativea have continued to
strengthen their individual methods of operation and to increase their
loeal ownership and control.
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Appendix

Standard Form of Contract Between County Cooperatives
and Petroleum Truck Drivers

THIS AGREEMENT, made and entered into this ___ . __ davol ____..__ . __
19.__ ,byandbetween . _____________L...ciaoaa.o.. County Farm Bumu
Cooperative Association, Incorporated, hercinafter rel’emd {0 as the Association,
and _ e eeaa.. .« ..y hereinafter referred to as the Priver;

Witneaseth:

Wherens, the Association in 8 serviee organization, owning,leasing, or controliing
trucks, and seting in the distribution of petroleuam producis and other supplies;
and

Whereas, The Driver is owner of & truck chaxais teascd or controlled by the
Association, and representa the Aszsociation in the t{erritory alloted to him, which
msay be changed from time to time, and is held responsible for the delivering of
products of the Asscciation, according t6 its orders, prices, and inatructions, to the
farmers with ail possible prompiness and diapatch, and for collecting all amounts
due from the purchasers of the products delivered;

Now, therefare, it is hereby matually agreed as follows:

{1} That, the Driver asgrees, at his expense, to furnish a truck suited {o carry
the Association’s tank and to keep the same well painted and In geod mechanical
condition; and the Association agrees to furnish the tank and keep same in atirac-
tive and well-printed condition, and to furnish adequate truck-tank equipment
for delivery.

(2) That, the Driver agrees to carry on said truck an insursnce policy in a
reputable company to cover public liability and properiy damage, and fo hold the
Aesociation harmlesa from all accidents, injuries, and damages acising from the
use of such truck, excepting only such liability as the Assoclation may bave under
the Indiana workmen's compensation law; and the Association will, at all times,
have the right to fully cover and insure tank, equipment, and merchendise.

(3) That, the Driver agrees {0 pay the Association, in full, for all goods taken out
by him, either upon the succeeding day or upon his first return to the plant. Any
account created by the Driver, due to his devistion from this policy, shall be the
obligation of the Driver; and he shall gusrantee the Association against loss on such
accounts by furnishing bond or other personal security accepiasble to the Associa-
tion or to ite bank.

{4) That, the Associstion msy adeguately boad the Driver for ita protection
against misappropriation of funds or property.

{5} That, the Association agrees tc keep ample supplies of its products on hand
at sil times, but shall not be held responsible for losses resulting from delays in
filling orders by reason of fires, strikes, labor questions, or any other cause beyond
ite control.

{8) That, on all deliveries to patrons, the Association agrees to pay the Driver
the commissions mutually agreed upon, as set out in the schedule attached hereto
and made a part hereof. (This schedule may be changed from time to time by
mutual sgreement.)

(7) That, the Asgociation will ailot o the Driver the territory solicited by him,
which may, from time to time, be changed by the Association and the Priver. The
Driver agrees to devote his full fume in the solicitation and distribution of petron
leum supplies handled by the Association.

This contract shall continue in full force and effect until canceled by either
party by giving 30 days’ written notice to the other party of its intention ov to do.
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1£, at the time such cancelation takes effect, the driver is indebted in any amount
to the Association, the Association shall have the option to aequire immediately
the Driver's equipment, or such equity ss the Driver may have in such equipment,
at the fair market price thereof, less fair depreciation thereon, and less the amount
of such indebtedness. In the event that such valuation eannot be agreed upon
promptly by the parties hereto, the same shall be set by s disinterested third party
selected by the parties hereto, whose decision shall be final and binding or both
parties hereto.

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

Driver
Atteat:
o e Coonty Farm -Bungav
CooPERATIVE ASSOCIATION, INC.
By .
Attest:
Schedule of Compensation to Drivers
Farm Deliveries!
Commodity dcbaries g 1
Farm bureay regular gasoline _ooccecccas ann- ¢ per gallon ~----£ per gallon
Farm buresu U. 8. motor gas____._._.._. ... £ per gallon ~---£ per gallon
Farm bureau kerosene__________________ __.__ ¢ per gallon ----¢ per gallon
Farm bureau No. 1 prime white distillate_. ____ ¢ per gallon ——--¢ per gallon
Co-op Traet-O-Line_ _ ... ... ___.. _._. ¢ per gallon --—_¢ per gallon
Labricating oils_ . . oot onoiiemiceamioae —eee ¢ per gallon —---¢ per gallon
Miscellaneous 6ils. ..o ce e oo ¢ per gallon --_-¢ per gallon
Fly spray, disinfeetants, ebe_____.________ ____ ¢ per gallon - «-¢ per gallon
Greases. ... oo ¢ per pound --._f per pound
Tires e ¢ on saleg
Service Station Deliveries
Farm bureau regulsr gasoline_ .. ... ¢ per gallon, within city limits of city in
which bulk plant is located.
Farm bureau regular gasoline___ ____ ¢ per gallon, within a radius of 10 miles of
bulk plant.

- Farm bureau regulsr gasoline_ .. ____¢ per gallon, in remainder of county.
Farm buresu U. S. motor gas_ .. -—-- ¢ per gallon, within eity limifs of city ip

which bulk plant is located.
Farm bureau 1. 8. motor gag_ .- .___¢ per gallon, within a radius of 10 miles of

. bulk plant.
Farm bureau U. 8. motor gas. __ ____¢ per gallon, in remsainder of ecounty.
All lobrieating oils_ ... ... _.__ £ per galion, barret delivery only.
All gresses_ . __ _______________ . u._ ¢ per pound.

+ The commission rates pald 1o drivers diler among the sssociations.



TanLe 22.—AveErRace Montury SaLes 1IN PercenTace oF Total SALEs or Princiral Farm Surpries ror 62 County
Associations v 1934

Farm supply danu Pebru: | Marcn | Aprit | May | June | Jaly | Augost | ST Oocober | NoTem-| Desvin | gy

GasOlDO. o - oo oo 67| 62| 80/10.6|104| 80| 96! 98| 86| 84| 70| 601000
KOTOBONE. . - .o oo oo 58| 50| 7.5(149[137| 87| B4 04| 7.6| 78| 62! 551000
Traotor fuel_. ... _._._....... donr] 25| ae(227|190| 75| 84|04 76| 70| 47 26| 1000
LuUBEICaNS -« - e eeoeee oo 44| 39| 7.7{166|181| 84| 79| 92| 68| 76| 67] 47| 100.0
Average of petroleum supplies_____ 47! 44| 731862148 84| B6| 98| 767 7.8 &1} 47]100.0

Feed ..o 7.2) 7.7]108] o0 a8, 100 82| 92| 70| a2| 75| 79| 1000
OO - e e et e L4! 81(190.5/17.2| 61 62| 44|100]132| %8| 25| 16/ 100.0
Fertitiser___.._...._...._...._.. R Al | nr| ssf20] 27 .9 44453 136] Le| .7]1000
e S 83 52 77{17.5(143| 73 80 97! 83| 7e| 55! &4 1000
TWAD®. - o e e 4| 2| .1} ro| nofex2|1a4| 43| 72| 48| .8 .7|1000
MisoeHaneous. o o omor o oeoooeoeoeeeonn. 7.1 73| 87[123 (101|104} 1.5 97| 94| 67| 33| 36/ 100.0
Average of general farm supplies__| 32| 4.8 8.0|1l19i10.4i'16.6_ 82! 7.9'152 | R2 3.6! 30 100.0
Average of all commodities ... 38| 46 1.7{130@132i1&3{ 84 86 122 7.0 moi 37 1000

z . | | |

Data computed from records of the Indiana farm bureau county cooperatives.
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