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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 



Cooperative Purchasing by Indiana 
Farmers 

I NDIANA farmers since 1922 have built a cooperative purchasing 
system of 86 loeally owned and operated county farm bureau 

cooperative associations that together cover the entire State. In 
1937 the total business handled by the 82 active associations had a 
value of $14,500,000 with an average of $176,000 per association. 

"Included in this amount was $2,504,000 derived from farm products 
. marketed by 25 of the associations. Cooperative purchasing and re
lated marketing activities have become increasingly important as 
farmers have felt the benefits of cooperation. These activities have 
been developed in additional counties since 1934 as a means of pro
viding increasing numbers of farmer-patrons with the convenience of 

'cooperative purchasing and marketing facilities in their rural neigh
borhoods. (See p. 12.) 

Certain characteristics of Indiana agriculture, such as the pro
portion of total acreage employed in production, the amount of cash 
income received by farmers, and the pronounced stability of the 
agricultural population in Indiana indicate the importance of agri
culture as a business in the State. Indiana had 89 percent of its 
area in farms on January 1, 1935, the latest year for which figures 
hILve been published. The ILverage size of farms was 102 acres, 
about half of which was used for crops, with corn, hay, wheat, and 
oats predominating. Cash income on farms amounted in 1937 to 
$300,562,000, of which 70 percent was from livestock and livestock 
products, 27 percent from crops, and 3 percent from Government 
benefit payments. Cash income per farm averaged $1,496, while 
the average for the United States as a whole was $1,248.' The pro
portion of owner-operated farms is high and the tenure is stable. 
Of the 200,000 farms 68 percent were owned in whole or in part by 
their operators; 63 percent of these owners had operated the same 
fann for 5 years or more, and more than 34 percent of them for 15 
years or more. 

, 
NOTlt. -Tbl!' wri(er·dasires to Upree::s bls nplftCiation to the oOlclals- of the Indiana Farm Bureau Coop

erath' • .usoclat.ion and to the managers and Ul& other emplo)'tleS of the OOUDty eCIO)l8'!'BUVes for their full 
t'OO{leration at all Umes during the J)tOIN&S or tbls swdy. Acknowledpujnt is tWIo made 01 tbe sveclal 
alh'tce and assistm(oe of I. H. HulL, pbet'al xn&oapr. and M. J. Bras. assistant geDfl'Bl1IUm.8IrnI' and 
cnasu,. of the IlJdIBna·Fann BUI'MU Cooperative A:ssoclatlon. and at J.gsepb O. Iaapp and John H. 
LlMar, CoGPlftU_ Reseuch ~ Service Dlvbioo. Farm Credit Admhd&kaUoa. 

IU.s..Departme.otot~CBOftI4lQ)II~ XIV:257. 1IS7. 
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CJ u. tIWI , IC4bOt1 

mllf>4fJ1JO tolnA.9f' 
_~DlJO .. __ 

FIUUR!! l.--FARM EXPENDrnrRP.I 

FOR FEED IN INDIANA, BY 

CouNT11!S, 1929. 

Expcndituret for frnl vary widdy 
among the counli~ in t.he Sa~. 

Heavim cub outlaY' for (~d gc

currnt in the counuo Jocatrd l'airly 
clO8l! to the Indian.poli. ItUlTkCl and 
in certain IOUthrutem countin. whMTo 
IiYftlock production i. lItavim. In 
the 10 yean .inee 1929 far~n havr 
increased their purciuulm 01 mixed 
feed and· have abo expandro the vol· 
ume of ho~-grown Ii{l"ain that is 
mixed into (CC'm by their county c0-

operative.. 

To carry on the diversified production activities from which their 
income is derived, Indiana famiers must purchase large quantities of 
feed, seed, fertilizer, petroleum products, implements, tractors, motor
trucks, fencing, and such miscellaneous supplies 8.8 twine, spray 
materia1s, serums, and tools. In 1929, the latest year for which 
figures are available, feed cost Indiana farmers a total of $26,135,018, 
an average of $230 per farm, fertilizer a total of $7,054,319, an average 
of $85 per farm! Approximate expenditures for feed and fertilizer 
by counties show considerable variation (figs. 1 and 2) with exp"n
ditures heaviest for feed in the central part of the State and for fflrti
Iizer in the southeastern section. In 1920 farmers in Indiana owned 
102,122 automobiles, 3,671 motortrucks, and 9,230 tractors; by 1930 
the number had increased to 154,556 automobiles, 30,037 motor
trucks, and 41,979 tractors.' More recent estimates show that in 
1938 there were 208,743 automobiles, 46,697 motortrucks, and 82,013 
tractors on Indiana farms} Petroleum and petroleum products pur
chased by Indiana farmers for tractors, trucks, and other farm 

f u. S. Department or C.omIDllf'Oe. Bunaa of the C-enIIIIII'. C'l:1fIfUA or .u}aJCULTtf'AII, I'IDO. 11: I, 8M. 
'U. 8. ~t 01 Comrnen:e. BureIIooi the CeDIUI. cntroe or .q.JCUl.YV .... lm, V: '14; t •• 

n u): w. 
I Automobile MuofJlCt.Un!n Aasoclation. IDe... AvtOKOBlL& J'~ .urn nov... 71 Ed. • w .. mua. , .... 
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FIGURE 2.-F ...... ExPENnrIVRES 

FOR FERTtl.lZER.., IN INDlAN~ 

BY CouNTIEs, 1929. 

Exp<mIitures ra. fer<iIizer ....., heaviest 
in the !Oll~ and ~ 
po<tiom 01 the Stare. F--" is 
uted heavily m areas which spccialjtt 
in truck Carming~ as in the rqion cla!r 
to Chicago in the north portion of the 
State~ and in the counUcs located 
eon~tly to markecs in ~ 
Ky., aDd Oncinnari OIUo. The 
other counDcs that have heavy ex
penditures rc.- fertilizer ~ in iDleD"vc gnin-fanning aDd Ii_-pn>
during ....... 

Q.:.a_ #SIUJCO 

IIIIS4aGO'fOo$~ .,.,. 

.6JOIlG:» 01' __ 

machinery amountOO in 1937 to approximately $22,500,000 and 
averaged about $112 per farm.' 

This study is designed to show the position of the c<>unty coopera
tives, thpir types of organization, and their methods of operation in 
serving their farmer patrons. Information based on 1934 operations 
was ohtained from 82 assooiations. It was later supplementOO with 
data for 1937 from 30 associations that were found to represent 
fairly accurately the general position of the cooperatives in Indiana 
and to show their various types of operations. The 30 associations 
are wen distributOO over the State and include some associations with 
unsatisfactory operating results as well as some of the most successful. 
Information concerning the relationship of county associations to the 
Indiana Farm Bureau Cooperative Association was obtained from 
officials of the centrs.l organization. These officials have supplied 
other information induding copies of audits for the county purchasing 
associations which were ."ceedingly valuable in studying the trend 
of operations and in describing financial conditions . 

• To aniTe at lbil fIaure. u. n!1ail Talae (If petnIIeam snppIia! distributed to IiIrmers by tbe a CDIIlt)t 
....... tigm lD tar. was moltipUed by 5 beeauBI- U!e .. f tim.erepoded \bat UIeIr peUOIeum Ids." ....... 
about .. peneDl 01 &oCal peInIIeum purebs!eI by farmers In 1!i1II7. 
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Development of Farm Bureau. Purchasing 
Cooperatives in Indiana 

I N MARCH 1922 the Indiana Fann Bureau, tog .. therwith the h"linna 
State Grange and the Indiana Farmers Grain DraiN" AMOriation, 

organized the Federated Marketing Service to provid .. a whnleA8le 
supply servi .. t' for the county farm bureaus. A ypar luter upon tht' 
voluntary withdrawal of the Grange and tilt' Grain Dral .. rs AMOria
tion, the Servicp became the purchasing department of the Indiana 
Farm Bureuu. In February 1927 this department WM incorporated 
under the cooperative law of 1925 and became the Indiana Fo.rm 
Bureau Cooperative Association, the wholesale agency .... rving the 
county fann bureau cooperatives. The common stock was h"I<1 
entirely by county fann bureo.u cooperative IlBSOdations. Thfl 
Indiana Farm Bureau ceased to control the organization. 

The newly organized wholesale organization immediately undpr
took to develop a State-wide federation of locally owned and locally 
controlled cooperative purchasing and of cooperative purchasing and 
marketing units, partly through coordinating the activitiPB of already 
existing associations and partly through developing others. In carry
ing out this progrum, up to 1935 it had organized 86 a""""iations, 88 
percent of which were organized in the 4-year period 1927-30. 

The county associations began to distribute petrolpum 8uppliPil 
in March 1928 with the sale of gasoline, kerosene, lubricating oil, Bnd 
grease. The Montgomery County Fann Bureau Cooperative A_JIli
ation was the first to start servic.(l8 in this field. By 11130 di .. tribution 
of these supplies was found to be readily adaptable to cooperative 
effort. Furthermore, wide margins prevailing on petroleum prodllrte 
made possible substantial savings to farmers at this time of d .. preAAion 
prices for {arm products. Consequently great expamli.m o('{,urred 
with much of the construction work voluntary on the part of the lo"al 
farmers (fig. 3). The rapidity with which the IlBSOciation. entered the 
petroleum supply field is shown by the following tabulation: 

Ntlmhn tI( ltUOrllJIfmN 

Y ear: "Irl~ ::::-
1928_ .. _______________ . ___ •• ____ •• _ .... _ .......•. _ 1 
1929 ___ .. ____ ._ .. _._ .. ___ ._. ___ ._ .. _ ...... ___ ... _._ 9 
1930_ .... ________________________ .. ____ ...... __ .. 23 
1931._ .. _______ .... _ ..... ____________ ..... ___ __ _ ___ 22 
1932 ______________________ . _____ . ______ ._ .. _____ .__ 1 
1933 ___ .. _. __ .. ___ ... _. _______ ....... __________ ... _ 1 
1934 __________________________ . ____ .. ____ ._________ 3 
1935 _____________________________________ .. _._ .... _ 2 
19311. ______________________ .. ____ .... _ ... _. '. 0 
1937 ______________________________ ... __ . ____ .~ _.. 0 
1938 ____________________________________ . __ ._ .... __ 0 
1939 _______________________ . _____ ._. ___________ .___ I 
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FIGURE 3.-A GROUP OF INDIANA FARMERS WORKING TOGETHER IN 
CONSTRUCTION OF A PETROLEUM BULK PLANT. 

Voluntary efforts by individual farmers have contributed largely to growth of the county 
farm bureau cooperative's. 

Methods of Initial Financing in County Associations 

In getting their county cooperatives launched, Indiana farmers used 
several methods of procuring initial funds. Newly organized purchas
ing associations which acquired the assets of farm bureaus that had 
previously conducted farm supply operations raised the purchase 
money in two main ways: (1) By selling common stock to farmer 

. patrons, and (2) by letting county farm bureaus hold the cooperative's 
stock in trust for the membership. Common stock sold for cash by 18 
assor.iations ranged in amount from $55 to $5,360. The total cash 
received from these stock sales was $15,945 and averaged $886 per 
association. 

Other associations obtruned funds to buy warehouses, bulk plants, 
and other operating assets by the sale of preferred stock. Sb,teen 
associations sold preferred stock with a total value of $66,400, or an 
average of $4,150 per association. These sales were usually made 
to fl1rmers, but in some counties the fl1rm bureaus bought such stock. 
Amounts purchased per farmer varied from $100 to $1,000. 

More than half of the associations issued joint limited-liability bonds 
as security for bl1nk loans, especially for financ.ing consb'uction of 
petroleum hulk plants and warehouses. Under the procedure a bond 
was circulated for signatures of outstanding farmers, each of whom 
pledged his liability varying from $50 to $200 for debts of the associa

. tion. The total liability pledged on these bonds varied ordinarily from 
$500 to $10,000, but in some cases it was as high as $15,000. The 
number of guarantors ranged from about 50 to 200 or more. lAcai 
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banks extend .. d credit on thl'!!(' bonds ill alllOIIll'" varying fnlln $2,0410 
~~~~ . 
Direc~rs of othl'.r a!.sociations, tlRJlrdally tho .... ill rtllllmulliti"" 

where banks were unwilling ~ 8(''''''pt farml'rs' liability bun.ls as __ II
city, raised the money upon the ..,..lIrity of tlu,ir own not..... ~;.. .. h 
direc~r assllmed filII liability for the entire amollnt of thl' loan. In 
some cases the liability thlls assumed was secondarily insurI'd "ItainMt 
by the group of farmers under a joint liability bond. 

In several counties where the banks refused loans on liability bond., 
associations financed the Jlurchose of bulk plan'" by mnrt~11J{t' IUDus 
from the Indiana Farm Bureau Cooperative AS8Of'iatiun. In .Im 
other counties bulk plants were built and own..u by the In.liana Farm 
Bureau Cooperative Association under a cunditional sol .... agr .... m .. nt 
by which county associations gradually would 8('quil'l' ownprsbip. 

For their first year of operation 66 of the 82. O.8I!O<,iations reported 
money borrowed for operating and facility purposes. The amoun18 
averaged $6,400 per association. While these borrowilll(R rllllgud 
from less than $1,000 ~ more thlln $12,000, ahout half of th"m wore 
for amounts ranging from $4,000 ~ $10,000, as shown in the following 
tabulation: 

Num_ of u.nrla-
Amounts borrowed: 110fu botTow,,,, USB than $1,000____________________________________ 2 

51,000 to $1,999_____________________________________ 5 
52,000 to 52,99IL____________________________________ 7 
$3,000 to $3,999_ __ __ _ _ ____ _ ___ ___ __ _ __ __ __ _ _ __ _ __ _ _ _ 6 
$4,000 to $4,999_ ____ _ _____ _ ________ _ __ __ __ _ ___ _ _ __ _ _ 7 
$5,000 to $7,499__ _ _ __ _ _________ __ __ _ _ ____ _ ____ _ ____ _ 18 
57,500 to $9,999_ ____ _ ______ ___ ______ _ _ __ _ _ ___ __ ___ __ 1 
510,000 to $12,499___________________________________ 6 
512,500 or mo"'_____________________________________ 7 

Total________________________________________ 66 

The experience of county purchasing a880ciations in putting funds 
thus borrowed ~ productive use was genernlly favorable. Margins on 
petroleum products were higher from 1930 ~ 1932 than in subse(IUent 
years; and, therefore, many associations paid off all or most of their 
indebtedness within 2 or 3 years. However, some associations pre
ferred ~ disburse all or part of their earnings asC88h plltronege refunds, 
and this led in many eases ~ financial difficulty later when margins 
were diminished_ 

Services of the State Purchasing Association 

From the first the State association has been concerned with estab
lishing departments for special services ~ the county SMOCiatioos 
and also has sponsored other enterprises 88 an aid ~ its members. 
The State association is organized in~ commodity and special 
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service departments. It provides the county cooperatives with 
testing and grading assistance on all commodities purchased. It 
employs commodity specialists, who regularly visit county coopera
tives for the purpose of improving distribution services through 
better methods of warehousing, displaying, and selling supplies. 
PeriodicaJ.ly the departments help to organize and conduct meetings 
of county managers and salesmen for instruction and discussion in 
current problems of their respective commodity services. Through 
these meetings and regular visits of its commodity specialists the 
State association has contributed materially to the success of distribu
tion progranxs of county associations. 

Auditing and bookkeeping assistance has also been made available 
to the county associations from the State cooperative. Its auditors 
have installed the bookkeeping systems used by most county asso
ciations, and through periodic audits made on a fee basis they advise 
and assist the county managers in improving their accounting methods. 

In order to perform better its functions as a wholesale purchasing 
agency for its member county associations, the Indiana Farm Bureau 
Cooperative Association holds membership in four regional cooperative 
supply and processing organizations. These fOlIT regional coopera
tives, shown in figure 5 (p. 9), have developed sources of fann sup
plies through contracts with manufacturers, and in addition have 
in some eases carried on certain processing and manufacturing activi
ties of their own. As a result of its membership in these regionals, 
the State association is assured a source of supplies of good quality 
Blld increased savings which come from combining much of its pur
chasing with that of other State and regional cooperative distributors. 

The State association has always been alert to encourage special 
enterprises for the county associations as soon as sufficient need for 
them is mrurifested by members. For exrunple, a program of improv
ing the quality of poultry by blood testing was initiated by the State 
association at the request of farmers. This service is made available 
to all county cooperatives· through operation of a State association 
hatchery at Indianapolis (fig. 4), and by contracts with 13 county 
associations for the joint operation of State-county farm-bureau 
hatcheries. These contracts provide that the State association shall 
supply all operating facilities, including hatchery equipment; and the 
local associations shall supply eggs and labor, supervise hatchery 
operations, and be responsible for marketing chicks. Net earnings 
of the cooperative hatcheries are divided equally between the State 
and county associations. 

The State organization has sponsored and controls the Farm 
Bureau Serum Corporation at Thorntown, Ind., which conducts 
research in livestock disease prevention. This corporation to a limited 
extent supplies county cooperatives with serUlllS for use by farmers 
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F,OURS 4.- INel! IlA'mRS LJIP.O IN 

THE STAn AsaOGI .. TIO"'. 

HATCHl<RY AT l"OIANAPOUl. 

Quality clUcu from f ...... burulu c:oopo 
~.tiw: hatcherin ~ in c:k-mand by 
increasinllE numbcn of rarmc-n. The 
pouJtry ..... ~nl protIrom ...... 
1932 h .. aimed at di~ue.f~ .traina 
or paull.,. or high p.oducin« quaJili .... 
In 1938 Jq>OrU mad. 10 .he <""P",. 
arive hatcheriea fmm 500 laying ftorb 
&howed an aVeTage laying Huck mor
tality or 9, 9 pet'('~nl and .v~r.8C'. <'P 
p.oduction or 168 <gil' peT bird. 

and also distributes much of its serum producl8 directly to fonne",. 
In 1938 the State association assisted in organizing the Indiana 

Grain Cooperative, Inc. This cooperative hos complete tenninal 
storage facilities in Indianapolia for receiving grain from fanne",' 
associations that perlonn a marketing service. The State 88.'IOciatioll 
purchased the facilities and at present (1939) owns them and h811 
SOl1).e control over its management; but since only loral fanne",' 
cooperatives may own common stock, when this loan is paid off 
county member associations will fully control the plant. 

In December 1939 the State aseociation completed construction of 
a. 40,000-ton fertilizer-mixing pla.nt a.t India.napolis in order to supply 
county coopera.tives with quality fertilizer Ilt the most cc.onomical 
prices. Funds in excess.of SIOO,OOO were subscribed by most of the 
county associations ond by ma.ny fa.rmers in order to 8118ure the 
erection a.nd the successful operation of this plant. The cost of th" 
plant totaled a.bout $200,000. This pla.nt and subsequently a spA'Ohll 

one to be located in the southern part of the State will meet the fer
tilizer requirements which during the previous 15 yoa", were ohtained 
by contract with a. private manufacturer. 

In November 1939 the State association began erecting, at Mt. 
Vernon, an oil refinery with a ca.pacity of 2,500 barrels daily. Thia 
refinery will begin about Ma.rch 1940 to process crude oil from wells 
in southwestern Indiana. a.nd southeo.stem Illinois. It will be equipped 
a.t first \.0 produce the lower grade fuels auch as tbird grade gasoline, 
kerosene, tractor fuel and distillate, which comprise a considerable 
pa.rt of the petroleum fuels distrihuted by the cooperatives. 

The State association has o.ssisted in tbe rural electri/i"atioD program 
in India.na. by helping to organize the Indiana Rural Electric Member-
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ship Cooperative, a technical and service agency interested in getting 
legislation ooneficial to counties concerned with the rural eleetImeation 
program. Moreover, the State purchasing organization has obtained 
favorable contracts with manufacturers and brokers so tbat the 
county associations may purchase electrical materials and appliimees 
through their own cooperative wholesale agency. 

Figure 5 summarizes the principal organization relationships of the 
indiana Farm Bureau Cooperative Association and its member county 
associations, as set up according to their articles of incorporation and 
bylaws. Farmer members control the county associations through 
ownership of their common stock and through election of their 
directors. As member stockholders of the State association the 
county cooperatives send delegates to district meetings of the associ .... 
tions. In each of the 10 farm bureau districts (fig. 6) these delegates 
nominate 1 director of the State association. The eleventh director 
is nominated by the Indiana Farm Bureau. Directors are elected at 
the associations, annual meeting. All business of the State association 
is conducted through its 15 departInents shown in figure 5. 

IfA'l'ION'AL 
COOPERATIVES 
INCORPORATED 

UNn'EI) 

OOOPERATlVES 
INCORPORATED 

IlfDIAIfA PAR. BUREAU 

I Umw.,~,,~ 1------ COOPEa.7IVI: 
. .. ...... .....-.. ~_. ASSOCIATIOIf .. 

, IlfCORPORATBD , , , , , , 

~ =f!DEr@J~RT B~T S _ 

: .a&0UIrI' __ _ .. 

I -..z ~ -, 
• • • • 

-----1 F ..... BUREAU 
SERUM 

COBPORA'flON 

COU~Xi[i:~l\l\Si\~X~.iTED 
FARJlE2 MSIIBERS 

FIGURE 5.-ORGANIZATION STRUCTURE OF THE INDIANA FAllM BUREAU 

COOPERATIVE PURCHASING SYSTEM~ 

Services of the Indiana cooperative purchasing system extend from the centra I wholesale 
unit through the local cooperatives to the individual farmers. 
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Organization Structure of County 
Associations . 

T HE Indiana Cooperative Marketing Act of 1925' and its ""h,,,,
Quant amendments provide the legal h""is for the {'nUllty faMn 

bureau cooperative associations. This act provides that a cooperativp 
association may be organized by 11 or more persons, a majority of 
whom must be residents of Indiana engaged in the production of 
agricultural products, or by not less than 3 corporate bodica organizI'd 
under the cooperative act of Indiana or of any other State, or which 
comply with the Capper-Volstead Act. Such associations, under the 
statute, may be empowered to engage in any activity in connection 
with processing and marketing farm products; handling supplitlll, 
machinery, and equipment; and rendering economic and educational 
services. The act stipulates that if an BS8Ociation handlee the 
products of nonmembers, the value of such products must not exceed 
the total of similar products handled for membot'll during o.ny fiseal 
period. The act further provicies that an BSIIOCiation mo.y admit to 
membership only indiviciuo.ls or politi"al 8ubdivillions whi{'h are 
engaged in fOl'lIling and eligible cooperative associations of produCflt'll. 

To assist in the organization of county cooperative ",,"ociatiolls 
under the provisions of the Cooperative Marketing Act, the Indiana 
Farm Bureau Cooperative As.'IOCiation has prl>pared stBndard articles 
of incorporation and bylBws. PracticBlly Bll the county lL880ciBtions 
hB ve been orgBnized on the basis of these articles and bylBwB. 

The standard articles set forth the purposes for which a county 
farm bureau cooperative association is formed, its place of businfl"". 
the number of ita directora and the amount of ita o.uthori1.ed capital 
stock. The o.rticles state 0.180 tho.t ownership of the common stock 
shall evidence membership in o.n BSSOciation; and tho.t holders of 
common stock shall each have one and only one vot<> in membership 
meetings irrespective of the number of shares held. The articlca 
further provide tho.t preferred stock mo.y be issued and tho.t Buch 
stock shall bear cumulative dividends at 6 percent payable a.nnually. 
This stock may be redeemed on o.ny dividend do.te o.t par value plu8 
accumullLted dividends. Preferred stock may he owned by any 
person, firm, or corpora.tion; but it does not entitle ita holders to the 
right to vote or to any other privilege of membership . 

• Indiana Laws oI1U2a, .. amended. Chap.:I). 
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FIGURE 6.-FAR" BUREAU D,... 
TRlCl'S IN INDIANA. 

County associations elect 1 director from 
each of the 10 farm bureau districts. 
These districts serve as administrative 
units for both the county fann bua 

ream and the county farm bureau co. 
operative associations in their selection 
of delegates to their respective annual 
meetings. The close collaboration be-
tween the local and State-wide activi
ties of fann bureau organizations is 
facilitated by this district form of rep
resentation. 

The standard bylaws provide for such m"tters as the method of 
holding stockholders' meetings, the election of directors, the conduct 
of directors' meetings, the powers of directors, and the issuance of 
capital stock. A provision of the bylaws' having to do with the 
relationship of the county associations and the Indiana Farm Bureau 
Cooperative Association requires the 8.SSOciations as far as possible 
to hold common stock in the Stete association and to purchase supplies 
and equipment through it. Another important provision of the by
laws requires that all net income of county 8.SSOciations, after payment 
of dividends on preferred stock at the fixed rate of 6 percent, on 
common stock at not to exceed 6 percent, and for certain reserves and 
surplus, shall be distributed to patrons in proportion to their' patron
uge. It is stipulated that patronuge divi.,end distribution shall be in 
cash, in common stock, or in certificates of indebtedness.' 

1 Art. VI, 1lIe ••. 
• Bylaws, Art. VlI. 
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Status of County Associations 

A BRIEF analysis of the pUIThnsing associations in hulian .. show. 
the general character of the county fann bureall eoopernl.ives in 

the State. Infonnation i.~ "",re prest'<nted relatin to th .. ir mnnb .. r 
and their loeation, the nature of their activities, the numb"r of th .. ir 
members and other patrons, and ('.ertain org-anization and Bupervi.ory 
practices. A summary of operating and financial data for th .. """"
eiations is then given for the years 1934 and 1937. This infomllltion 
is intended to provide a background for a detail .. d analy.is of 30 
selected associations. 

Number and Location of Associations 

At the close of 1937 there were 86 locally owned and operated 
county cooperative purchasing assoeiations, 4 of which were relativ"ly 
inactive. Associations were located in all but 6 of the 112 counti,,,, in 
the State (fig. 7). Each association serves the entire county in which 
it is organized. Counti ... s that have no associations are usually served 
in whole or in part by the purchnsing cooperatives of neigl.boring 
counties. 

Types of Associations and Commodities Handled 

Although the 82 active RSBOCiations, after excluding th" 4 that 
operate irregularly, are generally similar in their organization and 
cooperative services, they may be classified into two princiJJaI types: 
(I) 57 associations which purchased farm supplies and renderotl no 
marketing service for patrons, and (2) 25 associations whieh handled 
both supplies and fann producta. The associations of the first group, 
which did not engage in marketing fann products, each opprated only 
one central warehouse; 13 associations of the ...,..",nd group operated 
branch warehouses because the marketing of fann prruhwtg more 
generall.f demanded local facilities. 

The associations handle Ii wide variety of farm supplies. In fact, 
supply services of the Indiana cooperatives are probably &8 diverse 
as those of any established farmers' cooperative purchWling system 
in the country. Principal supplies purchll8Cd by all the lUIIIOCiations 
for their fanner-patrons include petroleum products, f ..... .d, seed, fer
tilizer and limestone, fencing, binder t.wiue, tires and bat.terif~, insec
ticides and serums, and baby chicks. One-third of the 1l"8"cilltiollB 
also provide patrons with supplies such as building materials, fann 
implements, electrical equipment, poultry and dairy supplip-8, and coal. 

The principal fann product market.PAI by the 25 BlWJCiations aT!' 
wheat, corn, oats, barley, soybeans, buttedat, poultry alld eggs, and 
li vestock and wool. 
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F,GURE 7.-LOGATION 

OF HEADQUARTERS 

AND FACILITIES OF 

INDIANA COUNTY 

CoOPERATIVE Asso
CIATIONS IN 1937. 

County cooperatives are 
located in an but 6 coun
ties in Indiana. Head
quarters arc usually in 
the county seat. About 
25 cooperatives have 
maintained additional 
facilities at country 
pointa for markding 
grain. This type of op
eration has been ex
panded noticeably in the 
last <4 years. By means 
of handling- supplies at 
these elevaton and, in 
some counties, at branch 
wal'ehouses, about half 
of the cooperatives have 
extended their services 
closer to their patrons:' 
neighborhoods. 

E":pansion by the IISSOciations from year to year both in number and 
in volume of rarm supplies distributed is illustrated by the growth of a 
typicaiassociation (table 1). Besides adding each year to the supplies 
it handled, the selected IISSOciationalmost tripled its volume of busi
ness, ine.reased its year-end inventory almost tenfold, and expanded 
its net worth fourfold. 

TABLE l.-GROWTH IN SALES, INVENTORY, NET WORTH, AND COMMODITIES 
HANDI.ED IN A TYPICAL INDIANA COUNTY PURCHASING ASSOCIATION, 

1931-38. 
• 

• ! KiDdso! Kinds 
IIJ"iID.· Net com- In ... · Not com· 

y"" ...... tory worth n:~t. y"" """" tory wonh moot-
ti'" 

01 

hand .... ...d .... -r-- ---------

""-. DoJ/M. DcIl«" DcIl«" Numcu 
1931 _. _I 57,223 1.360 7.608 5 1935 ___ 123,340 7,Ml 11. 196 16 
1932 _ . .' 46,412 2,432' 7.732 10 1936 ___ 140,670 11,572 18, 629 17 
1933-.. 79. 49 3, 888 8, 28l! 13 1937 ___ 160,923 12.933 25.659 18 
1934- .. 111,.62 5,841 9,481 16 1938 ___ 146,372 11,317 30,060 19 

• 
Ilsta eompukd by tbe author from reoords or tW. Ind1&na lann bURllU COUD~ coopemUve. 
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Number of Member and Nonmember Patrons 
The number of farmer patrons and holders of common atock of the 

county cooperatives has increased each year sin(,Al the first &MO('iatio" 
\Vas incorporated in 1926. The 82 lUl!!O<'iations reported 31,925 Btot>k
holding members at the close of 1934 with a" average per _iation 
of about 400. At the end of 1937, membership in these 82 BSROeiations 
totaled about 50,000, or an average of 600 members pilI' """""iatiol1; 
25 of the associations each had 700 or more members. Since mem
bership status has been acquired largely by patrons through ownership 
of common stock obtained as patronage refunds, the incl'IlR8e in nllmber 
of members is indicative of the growth in patronage of the cooperativtlll. 

Besides their stockholding members, all county 888OCiatione rel(U
larly serve many nonmember patrons. In 1937 the 821U!l1Ociation8 had 
approximately 55,000 nonmember patrons, which W88 about 52 percent 
of all patrona. The 35,000 nonmember patronH in 1934 also repre
sented about 52 percent of the total. However, nonmember patrone' 
annual purchases are considerably less than those of members and 
are also made less frequently. Many of the nonmember patrons, too, 
are owners of a portion of a share of common stock and are thus in 
the process of becoming members. 

Information obtained in the course of this study indicates that Pf'r
haps one-fourth of all Indiana farmers support the county coopera
tives with their full patronage, while another fourth HUpport the 
county associations to some extent. 

Directors and Employees 
The standard bylaws of the county 8.S8Oeiations provide ror govern

ment by boards of directors. The directors are authorized to borrow 
money and to perform other acts necessary for the proper conduct of 
the association and not inconsistent with the law and the bylaws. 
Under the bylaws, members of the 8.S8Ociatione eloot their directors 
annually for tenns of 2 years. Customarily, the terms of half the 
directoIJ expire each year. Since directoJ'll may be reelected, more 
than half of the directors are usually experienced. In many 8.S8Oeia
tiona the dirootors are elected on a township basis. The nllmber of 
directors per association in 1935 varied from 5 to 19, with 11 the m08t 
IISUal number. The bylaws generally specify that directors' meetings 
sha.ll be held quarterly, and at such other times 88 the directol'8 decide. 
Directors' meetings are held usually monthly or quarterly, 

The bylaws prohibit directors from becoming indebted to their 
associations during tbeir terms of office, and preclude from &erving 
as directors persona who have a relative employed by the cooperative! 

• A.mendmelltl to the Cooperat:lve Marketiug Act of IndWJa. Mopt.ed In 1_. make k. m~ for 
any oflloet or director to knowIlI3I7 extend alta' MIItl!b 1. UNO _ SDIOUIli of eft'dit to .. offtAw. dfftetot'. 
or' employee 0: an a.oeiatlon in ace. of that permkW by tile by .... or. if ao .". ..... GIl &Ita.ubjeet'" 
been sdopCed, dJen Sa exce. of &be amOQn& specifted In '&be ~ 
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Many directors are reelected 88 their terms expire. Tenure records 
of 502 directors in 50 WlSociations in 1935 indicated that over one
fourth had served 4 years or more. A majority of directors are out
standing farmers who have demonstrated over a period of years loyal 
support of their cooperatives. 

The board of directors usually elects an executive committee of 
three members to act between regular board meetings. All acts of 
this committee are subject to rejection or modification by the hoard 
of directors. In general, meetings of the executive committee are on 
call, and the number of meetings depends entirely upon the matters 
that need attention. 

The directors appoint a manager to conduct the day-to-day affairs 
of the association, subject to their general supervision. Most man
agers hire and discharge workers as they see fit, but they usually carry 
out decisions affecting personnel only after conference with the 
directors or the executive committee. 

Practically all managers of county cooperatives have a farm back
ground. Many have been leaders in county farm bureau activities 
and some have had other business experience, either in farming or in 
private trade. Managers of many WlSOciations have held their posi
tions for a number of years. For example, of 55 managers interviewed 
in 1935, 22 had boon employed 5 years or more. 

Besides the managers, there were on the average 8 other employees 
per association in 1935, the highest number for any WlSociation being 
23. Each WlSociation employed from 3 to 6 men for petroleum deliv
ery. Other employees are clWlSified 88 warehouse assistants, hook
keepers and other office BSsistants, and general servicemen. 

Operating Conditions, 1934 and 1937 

Dollar volume of business of the 82 active associations was about 75 
percent higher in 1937 than in 1934. Aggregate commodity sales 
in 1937 were $14,450,563, or an average of $176,000 per associa
tion; in 80 associations reporting in 1934 total commodi'ty sales 
were $8,193,351, or an average per association of $102,000. 

Table 2 shows for these 2 years total and average sales of petroleum 
products, general farm supplies, and farm products. Average 
petroleum sales per association increased almost 50 percent, but 
the proportion of petroleum sales to total sales declined from 36.4 
percent in 1934 to 31.1 percent in 1937. Average sales of general farm 
supplies per association almost douhled, and increased from 46.2 
percent of total sales in 1934 to 51.6 percent in 1937. Although 
increases were shown in sales of all farm supplies between 1934 and 
1937, the largest gains were made in such commodities 88 tractor fuel, 
farm machinery, and building supplies, which had been added more 
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TABLE 2.-VALUE OF SALES OF INDIANA FAll .. BUREAU COUIfTY 
COOPERATIVE AsSOCIATIONS, 1934 AND 1937 

ToIoI_at_ 
__ at 

kMl .... 
Commodity 1-----;-------,---1 ---,--.... IOIT "'" .OIT ... lOIr 

-------1----1--- ------ ----1--1--
Petroleum 8upplie!!l: 1 DoIJ4n 

Gasoline ____________ 1,957.673 
Ke~ne___________ 660,422 
Distillate ILIld traeto-

line. __ • _________ _ 

Oil, ~, and al- ! 
cohoL __________ _ 2Il6, 882 

Total petroleum 

-. 
3. miS, 162 

682,O6ll 

376,493 

374, 773 

-.. 24,471 
8,U5 

786 

3,711 

-.. p.,-
37, UK 23.9 

/I, 31l! 8. 1 

4,501 .8 

4, 671 a. e 

-31.2 
.. 7 

2.6 

2.8 

supplies _________ 2, 977, 875 4, 488, 4114 37,223 M,738 36. 4 31. I 
1===1====1===1== =c ~ 

General farm supplies: • 
Feed _______________ l,646,381 

Fertilizer___________ 671,881 
Seed_______________ 416.5.1.Ii 
COaL______________ 333,094 
Fence______________ 198, 96S 
Fann machinery_____ 113.1191 
Buildin,! supplies. _ _ _ 72, 435 

. Miscellaneous I: _ _ _ _ _ _ 334, 871 

Total general sup-

2,981,747 
1,213.591 

663:00,<; 
543.6.55 
367. 228 
748.528 
a99,751 
639.989 

20.682 
8,399 
6.2117 
4.164 
2, 487 
1,425 -4, 186 

36.363 
14. ROO 
8.0113 
6, II.lfi 
4, 47~. 
9,1281 
4.1176 
6,685 

20. I 
8.2 
Ii. I 
4.( 
:U 
1.4 
• g 

4.1 

20.11 
8.4 
4.6 
3.S 
2.& 
5.2 
2.8 
3.7 

plies ____________ 3, 788, 356 7,458,097 47,355 DO,962 46.2 51.6 

Farm products marketed:' VVheat _____________ _ 
COrn ______________ _ 

Other grains ________ _ 
SOybeans __________ _ 

Livestock and live-

695.861 
1at),746 
174.8.17 

13,647 

984.7M 
616.436 
93.637 
86,456 

8,69S 
1,634 
2,186 

171 

12,009 
7. 51! 
1.142 
1,054 

8.ft 
LI 
2.1 
.2 

6.11 
4.3 
.6 
.11 

atoek produets_____ 412, 082 722,700 5, UH 8,813 6. ( Ii. 0 

T':!;!. ::;:..::;<: '. m. 'w • "" - ,;~ ;'1 n. , ~~. 
Grand totaL. ___________ 8, 193,35114, 450, 563 102, 4;71176, 22~ -;;=o;=;-;;;; 

recently to the supply business of the associations. Average sales of 
farm products nearly doubled, but the proportion to total sales did 
not change. 

A consolidated operating stat.ement for the association .. for 1937 
and 1934 is presented in table 3. Coat of goods sold represented 
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85.7 percent of sales in 1937 and 83.4 percent in 1934, leaving gross 
trading income averaging 14.3 percent and 16.6 percent of sales in 
the 2 years respectively. This decline in average rate of gross income 
may be explained partly by lowered gross trading margins on 
petroleum supplies, but more largely by the fact that in 1937 larger 
proportions of total sales were of the non petroleum type, on which 
even lower gross margins were obtainable. 

A significant trend shown in table 3 is the lowering of expenses 
per dollar of sales between 1934 and 1937. This was, no doubt, 
the result of increased efficiency through larger volume of business 
and Iilio or" a decline in delivery costs per dollOJ' of sales since there were 
substantislly larger increases in nonpetro!eum supply sales, which do 
not require delivery, than in petroleum sales. 

The decrease in the rate of net operating income from 3.5 to 3 
percent of sales may be attributed to I> decline in operating expenses 
from 13.9 to 12.1 percent of sales, while gross operating income per 
dollOJ' of sales fell from 17.4 to 15.1 percent of sales. It is a striking 
fact that the associations handled in 1937 a larger volume of business 
I>t a lower average rate of gross income, yet they earned the same rate 
of net income on their total sales in 1937 as in 1934. This was pOJ'tly 
due to the fact that the rate of "Other income" increased while the 
rate for "Other deductions" fell off. 

TABLE 3~-CONSOLlDATED OPERATING STATEMElfTS, INDIANA FARM. 
BUREAU COUNTY COOPERATIVES, 1934 AND 1937 

b'ummary of 80 associations. Summary of 82 as:soclJitions. 
1034 11137 

I .... "",""I- p...".,. 

Amount ... 01 Amount .... 01 
"'101 "'tal .. "" ..... 

"""'" 1'«omI Doll.,. --Salea. ________________________ S. 193, 350. 74 100.0 14, 4fiO, 563. 46 100.0 
Cost of sales. _________________ 6,830,446.63 83.4 12,377,941. 09 85. 7 

GroB8 trading inoome. ____ 1, 362, 904. 11 16.6 2, 072, 622. 37 14. 3 
Other operating income _________ 63,616. 71 ,8 118,130.79 .8 

Gross operating income ___ 1,426,520.82 17.4 2, 190, 753. 16 15.1 
Operating e."tpense _____________ 1,142,475.89 13. 9 1,746.597.66 12. 1 

Net operating inoome ____ 284,044.93 3.5 444,155.50 3.0 
Other inoome ______ ----------- 56,433.73 .7 123,044.59 .9 
Other deductioll8 ______________ 44, 890. 08 .6 47,774. 70 .3 

Net inoome _____________ 295,588.58 3.6 519,425.39 3.6 

------. 
Source of· data: Records of the Indiana. farm bureau county cooperative 

associations. 
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Financial Condition, 1934 and 1937 

The most significant fpature6 of the associations' combinl'd balanrl' 
sheets in both years were (1) the high pel't'entage of current 1Ull!<'1A, 
(2) the favorable ratio of current &8!!t'ts to current liabilities, and (3) 
the substantial net worth in relalion to total asse18. 

Total assets of the 82 associations at the close of 1937 were $3,459,-
451, and in 1934 they were $2,115,254 (tablt' 4). Average assets per 
association rose from $26,441 in 1934 to $42,188 in 1937. 

Current assets were more than half of all a."""ts in 1934 and bad 
reached 60 percent of the total at the close of 1937. 

The ratio of CUITent asspts to current liabilities was 2.2 to 1 in 
1934 and 2.4 to 1 in 1937. 

Net worth of the associations incf('ast'd from 64.5 perl'.ent of all 
their assets in 1934 to 65.6 percent in 1937, and indirnte the degrees 
of ownership by farmer-members of their own supply business. 

TABLE 4.-F'NANC'AL CONDITION OF INDIANA FARM BUREAU COU!ITT 
COOPERATIVES, 1934 AND 1937 

SummAry of'" ~ ... 8omhHU'J of fC2 ~ 
tloOll, Iv:lM liuM. lva7 

Item 

Amount Percents_ Amotlll& PeJ'OMlta .. "'-, .f ""'" 

Current MI6lII: Doll.,. 1'<n"" Doll.", p"tnJ 
Cub, _____ _ W_ •• 0 ••• _ •••••••• ____________ • ___ • lM,lll • •• _IUS 7.1 
Acoounta BOd notes racelvahle ........ .... ....... 19.1 
IDvent.orlel _________ . _. __________ .. _. ______ 0 __ 4181,061 .... I, tfl.M7 8 ... 

III,76'J •• ...... .. 
1,""'''' .... ~tIM.MI III ... 

O.her ... __ ....... _.. __ .. __ .. __ . _. ______ ' __ I_--,-=:':':~ __ -.,.:"'-I-.....,.-==:':::::+ __ ':": 
Total ourrent BMeta_ _" ______ •••• __ • ____ •• 

Flmd B8IIkU (book vsJuel. _________ . _________ • __ _ ....... ".7 _.U,I .. .. ........ l2. • fJOt,149 .4. It 

2,116.W 100,0 a •• 46J IfI).O 
0_ ........... -... --. -. -- ... - .. - .. --. -.- .--. -. -I---::--=:=:::=-I--::=-:-I--:-=:c::..:,::+--':::~ 

TolalaBlt!l •• __ • ___ • __ .. _. ___ ••••.. _. o. ___ _ 

Current liabilities: 
Accounts payable. ____ .••. ________ • _________ _ ....... 10.7 ....... 11,' 
Notea- payable _____________ •. ___ ow __________ ._ .... 1il11 n.o 2'14, If • 7.' 

m.m ... 1"4,"79 •. f 

5111,146 ... a l1li1 .... su 
0, .... · ___ · ____ ·_····_· _________ · __ ·_···· ___ ·_1 __ -"=+_-':..:...1-_='-"'_1-_-':':":' 

Total current Uablllt1ea ___ •. __ Ow ___________ _ 

UNi, •• '.2 131,7Z1 • •• 
751,. .... I" 1111. fA6- .... NODCtllTenll1abllltkll'- __________ • ______________ ·_I __ ...:c..:=C-I __ -':::..I-_==-I __ -'::': 

TotalliablUlJe8. _______________________ •• _._ 

Nu~ I========ol======~==== __ =p------
Capital stock: 

Pmfert1i!d :!ItoCk ___ • __________________________ _ 
IM,aoo 7 .• 1'1J, 811) ••• Common stock._. _ ••••• _. __ . __ •. ____________ _ .... "9 .... I,"" au 

Common Slock {credits) ________ • ____________ _ 
168,148 •. 0 .,., ... 8.. ....... 20.7 771.122 22.1 

1.36a.Ml .... 2.270.875 .. .. 
2, 116. 2M 100.' 3._.4&1 .. n. 

Reserves BUd ondiv1ded -v1n&I.--_ -------.- _1 __ -==:"1 __ -=:":"1-_==_1 __ -=:": 
T ....... wortIL. __ • ________________ •• _. ___ I=..;;~;,;,;;~==,.;;;;,;;.I=-,.;;;;;;;;,;;;~=_,..;;,;;;; 

Total UabOitlea and: uet worth_ ... _________ _ 
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Operating Methods in 30 Selected County 
Associations 

r-rHE distinctive and the comIl\0n features of 30 county associations 
(fig. 8) have been selected for special analysis to show how these 

associations serve Indiana fanners. While these 30 associations have 
certoin distinguishing features in respect to composition of sales and 
number of places of business, in general they are similar to an the 
county associations in their facilities and their methods of operation. 
On the whole they have been more progressive in developing new lines 
of supplies than the average association and their growth has been 
more consistent. Furthermore their business records were probably 
more complete than those of scme associations. 

Types of Associations Selected 
The 30 cmmty cooperatives are of two principal operating types: 

(1) Twenty-two are entirely fann supply associations that perform 
no marketing service. In 17 of these, general fann supplies were 
handled to the extent of two-thirds of their aggregate 1937 sales, 
with petroleum products accounting for the remaining one-third. 
These 17 associations will be referred to hereafter as "general ... upply 
associations." The other 5 associations made 60 percent or more of 

FIGURE B.-LoCATION OF 30 
AssocIATIONS SELECTED FOR 

SPECIAL ANAL '\ISIS. 

Activities of thege 30 associations include 
all services render«! by the Indiana 
cooperatives. While they represent 
on the a~ a larger volume of op
erations per association than is found 
in the entire 82 a.sociatiom, they pre
sent all the characteristics and prob
lems that have been met by the whole 
group. Methods of operation in the 
30 cooperatives are in general typi
cal of t"arm bureau supply activities 
throughout the Stale. 
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their 1937 farm supply sal .... in p!.'troleum pl'Oflllr"'. "'ith u.. n-main,lf'r 
consisting of general farm supplies. T1.ese 5 .-... i .. ti" ...... ill "" 
design .. too her..arter as "p!.'trol"um BMOcialiuIIB." (2) Of th .. :111 
a8BlJ('iations. 8 mark"tOO farm produ .. '" .. ith an av .. l'Il/. .... vah ... "'IIIAI 
to more than one-third of their oombined .... ,.,.Iy and markrti"lIt h ..... • 
nE'SS and had 1.- than 20 pE'rrent of thrir total b .. ~in.- in prtrolpultl 
products. These 8 BSSOci .. tions ",;Il be r..frrrod to ... "markf'tinlt 
8SSO('"iations. " 

In 18 of the 30 .......... i .. t,ions .. 1l op!.'rations .... l'I" oond ......... i fntln one 
.. entral w .. rehouse. while 12 op!.'ratOO one or more bran .. I...... In 
addition to these bmnehes, 6 BMOciations I00I.1 ,," ... 11 amOlm\8 uf 
f .. rm supplies in 1937 through agent dealrrs in various pam of thpir 
terri tories. 

Membership Relations and Educational Work 

Members of the 8S8O('iatio~th .. t is, patnJ08 .. ho have IIf'quirod 
one share of common stock-usually are fewer than nonmpmt...r 
patrons. although Ih .. y r .. pn...ent the bulk of .... 1..... At 1,lIe rh_ of 
1937 the 30 associations had 22,122 mPlllbers, or an average of 737 
each. The largest number of memoors in an association w .... 2.112. 
and the smallest WAS 212. In addition to tit ...... stockholding mpmb.. .... 
they had a total of 39,399 nonmember patrons with an avl'l1l!(t' of 
1,313 per assot'iation. The I .. rger average number of nonmember 
p .. trons may be explained partly by th .. fart th .. t m .. ny f .. m,....,. havE' 
in recent years become p .. trons and are in p""""'" of OOcomillll' mem
bers. but th .. ir total p .. tronage has been too small to mtitl .. thern to a 
full share of common stock as .. refund. 

The 17 general associations had memhl'r patrons a""ra¢ng 5.';11 and 
nonm .. mber patrons ..... ",raging 1,467; the 5 p!.'troleum ~iation" 
had member patrons av .. raging 725 .. nd nonmember patrons av .. ra¢ng 
1.019; and the 8 marketing B8S0('iations bad .. n averag .. m .. mhl' ... ilip 
of 860 and averag .. nonmember patrons numbering 1.170. This 
contrast in the average number of member and nonm .. mber patrons 
may hi' further explainoo by the fart that the 17 gen .. ml .... upply 
associ .. tions, because they handled a wider vari .. ty of .uppli ..... usu .. lly 
had .. larger proportion of small-volume patrons than th .. pt>trol .. um 
and msrketing assot'iations. 

Agricultural produ .. .ers romprised 95 percent or mor .. of all patrons. 
Nonproducer patrons who were ineligible for mPlllbersbip and who 
also purchased misc..llaneous supplies in aIDOtmle too I!IJUlJI to become 
members were less than 50 in most of the associations. 

M embersbip activities normally affect only thOSt' patrons who have 
become members, but the programs of "oopemtive eduration and 
business promotion include both members and nonmembers. During 
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the 4 years ending in 1937, the associations confined their educational 
activities among farm patrons largely to membership meetings, per
sona.! visits, direct contacts through information circulars, and some 
advertising in newspapers. 

While annua.! membership meetings are open to a.lI patrons, they are 
participated in only by members. Attendance at annua.! meetings of 
county associations in 1937 ranged from 10 percent to 75 percent of 
the tota.! membership with an average of about 50 percent. In about 
10 associations these membership meetings were attended by 400 to 600 
members. Aruma.! meetings usua.lly are held in the county courthonse 
or in a cOImmmity building at the county seat. The principa.! business 
of the mootings is a report by the manager or president of the associa
tion on business operations and prohlems during the previous 12 
months. Severa.! associations in recent years have developed attrac
tive entertainment features for their &nnua.! meetings. 

Specia.l meetings of the members of county cooperatives are seldom 
held. About the only need for such meetings has been for ratifying 
certain official a.cts that require membership approva.!, such as 
amendments of charters or changes in bylaws. 

Membership education and publicity by county a.ssociations consist 
prineipa.lly of persona.! contacts with farmer patrons in serving them 
and discussions by managers and directors at monthly township farm 
bureau mootings. In persona.! contacts and at the township meetings, 
managers, employees, and directors, explain their cooperatives' pro
grams of supplies and services to farmers and encourage farmers to 
give their patronage. 

Advertising of cooperative supplies and services in loea.! newspapers 
has been used to a limited extent. During the last 3 years there has 
been less advertising in newspapers of genera.! county-wide circulation 
which do not reach a.lI farmers. However, most a.ssociations keep 
cordia.! relations with loea.l newspapers by occasiona.! or regular pur
chase of advertising space and by providing items relating to genera.! 
farm activities. Direct mail letters or cards and printed circulars dis
trihuted at their offices have been found hy the cooperatives to be 
most effective methods of attracting farmers' attention to cooperative 
services. Afost of the associations distribute souvenirs, such as 
pen~i1s. calendars, and {ann record books, as a form of business ad
vertising among patrons. Each souvenir carries the name of the c0-

operative asoociation and usua.lly supplies and services available are 
listed. 

Supervision 

Loca.! county directors supervise the operations of the 30 associa
tions. Ciwdidates for directorships are selected in various ways. As 
prescribed by the standard bylaws, a speeia.! nominating committee 
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named the candidaWs in 16 of the 30 888ociationR in 1937. Thi8 roro
mittee is appoinfAod each year by the pl'llRidl'nt at. 1I'8.'It 90 dRya in 
advance of the annual mooting. Seven 8._,ciationR nllmillatl'd th!'ir 
candidaWs at their annual stockholders' meeting. Thrne of thMI' 
888OCi8tion8 restricted election in 1937 to the nomin""" lIamed ill !.I,e 
cooperative's annual me .. ting; and theRe nominees ('01".istl'd ollly of 
county farm bureau directoro, each of whom repre .... nted one town.hip 
(p. 14). Seven made nominationo at town~hip farm bureau ml'lltin~· 
with only membero of the cooperatives voting, or in l'.omrniU.f'1' 
meetings. One of these BB80ciations nominated and elected its di
rectoro in the township farm bureau meetings, a practice ('onsiderahly 
at variance from the methods outlined in the standard bylaWli. 

The close identity existing between the memoorohip of county farm 
bureaus and county cooperatives h88 in a few CIl""S appearl'd to ju.tify 
the use of farm bureau meetings ror transacting official bURinOM of the 
cooperative. However, the belief W88 predominant in the cooperatives 
that since membership is ba..'Itld upon the requirement of ownerohip of 
common stock, all official acts of the orgsnizations r .... luiring ml'mher
ship approval should be conducted in regular or special cooperative 
membership meetings. 

The usual method of compensating directors is by a fixed per diem 
fee with allowances for travel to and from meetings. In two instancea 
in 1937 directaro' compensation amounted to WI much WI $800. In 
general, however, directoro' compensations ranged from $100 to $500 
for the year. 

At the directors' meetings, managero usually present written or 
oral reports of the busineBB operations since the previous meeting and 
set forth the financial condition of the 8B8Ociation. The reports 
include such information BB sales volume, expenses, net income, 
inventories, cBBh condition, accounts receivable, and current indebt
edness, and membership and patrons. 

Employees 

Managers of county BSBOCiations are hired by the directors. In 26 
of the 30 associations they. are hired by verbal contracts, which 
generally run continuously from year to year unleBB other formal 
action is taken by the directors.. Managers of 4 _iations are 
under written contract. Some written contracts continue until 
revoked; othero are renewed yearly. Both parties have the right to 
cancel managers' contracts by giving 30 days' notice. 

The 30 county associations in 1937 had, besides their managers, 
234 wage employees and 115 petroleum truck drivers who work on a 
commission basis. The numher of each class of employees for the 
30 associations as a group in 1937 WBB BB follows: 
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"8D8g~s______________________________________________ 30 
BnIru:b ~rs_____________ _ __________________________ 21 
Bookkeepers____________________________________________ 57 
WlU'ehousemeD__________________________________________ 97 
GeneraI ..... ek drivers____________________________________ 33 
GeneralserviceJDeB_ _______ ______ _ __ _ ____ _ __________ _ ___ _ 26 
PeVoleum de!ivezyme'L __ ____ _ __ __ __ _ _ __ _______ ______ ___ 115 

1:o~ ____________________________________________ 379 

The most usual method of compensating managers is by a straight 
salary, although a few associations pay a fixed salary and a com
mission.. Most of the managers receive about $1,800 a year. Sal
aries do not vary in close relationship to the volume of annual sales 
or the diversity of operations. Compensations of employees on 
weekly wages vary considerably among the associations but compare 
favorably with wages paid in similar local employments. 

Standard schedules of weekly WagES are not used lor the various 
grades of employees_ Instead, individual employees are paid on the 
basis of their experience and their value to the cooperatives. Many 
associations are finding it desirable to develop special commodity 
departments, and consequently to pay higher wagES to experienced 
employees )lrith some specialiZAtion along commodity lines, such as 
feed and seed, building supplies, and farm implements. Two associ
ations reported using a bonus as a supplement to wages of employees. 

Petroleum deliverymen, ranging in number from 2 to 6 in the 30 
associations, not only outnumber any other aingle group of employees 
but are generally the best compensated in terms of gross cash income. 
J.lol'llOver, many of them are farm men who have the cooperative 
point of view in their dealings with patrons. Most associations use 
a standard contract with their petroleum truck drivers prepared by 
the S18te association (p. 82). Commissious paid to 115 deliverymen 
in the 30 associations for 1937 averaged $1,912 and ranged from less 
than $1,000 to more than $4,000. The drivers were required to pay 
the cost of truck operations and upkeep, and few managers have 
required them to keep accurate records of these personal expenses. 
However it has been calculated by officials of the central olg.mization 
that Approximately 40 percent of the gross commission earnings of 
truck drivers is Absorbed by the expense of truck operation. 

Physical Facilities 

Physic..! assets of the 30 cooperatives consist of petroleum bulk 
plants, general warehouses, and marketing facilities, such AS grain 
elevators and mills (fig. 9). They also include delivery trucks, office 
fi:ttures, and in a few associations such processing equipment as feen 
grinders and mixers. Land· upon which bulk s18tions Are located 
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FIGVRE 9 .-TYPICAL FAClI.l·rIES OF COUNTY COOPERATIVE • • 

Facililtcs o f the county a.uociuktnl are adapttd to the Iotn-icea rendered. 

is usually owned by railroads; but land occupied by warcltou8C8, ele
vators, and other buildings is customarily owned by the aMOCiatiuflS. 
Of tbe 30 associations, 13 rented buildings or building lots used in 
their 1937 operations. All 12 lI88OCiations with branches W!I'.d leased 
properties. In practically all C88e8 wbere property was rented, th" 
associations owned other properties used in their operatioOfl. 

In general, after allowing for depreciation, land and buildinl(!! 
accounted for tbe largest investment in fixed assets, with bulk plants 
second and warehouse equipment third. The 17 general .... upply 
associations had average fuJ:ed assets valued at $11,050 in 1937, of 
which one-half was in land and buildings; tbe 8 marketing lU!8O<'iations 
had fuJ:ed assets worth $21,250, of which two-thirds " 'as land and 
buildings ; and the 5 petroleum 888OCiations' fuJ:ed aasets, with a value 
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of $9,509, consisted of bulk plants, 45 percent, and land and buildings 
40 percent. The depreciated values of the fixed assets were in most 
cases considerably less than their original cost because auditors of the 
State association applied the policy of charging liberal rates of depre
ciation annually to the assets of each association. As a result the 
figures for fixed assets on their balance sheets represent conservative 
appraisal. of such assets, which in many associations cost more than 
twice the current valuation. 

Petroleum bulk plants of the associations consist usually of :I or 4 
storage tanks with storage capacity of from 15,000 to 25,000 gallons 
each, and of other equipment necessary for handling petroleum. 
The 30 associations reported a total of 109 storage tanks at the close 
of 1937. Approximate total storage capacity of the bulk plants of 
the associations in that year was as follows: 

Storage capacity (gallons): Num'",f""",,, 
Less than 50,000_ _ ________________________ 4 
50,000 to 59,999 _________________ . _________ 8 
60,000 to 69,999 ________ ,__________________ 10 

.70,000 to 79,999___________________________ 4 
80,000 and more__________________________ 4 

Total__________________________________ 30 

Handling equipment consists principally of motor-driven pump., and 
meters for measuring fuels in and out of the bulk tanks. About half 
of the associations use meters. 

In general, lay-out, appearance, and adequacy of warehouses of 
the associations differ since they vary in the character and the t'xtent 
of their farm supply and marketing services. Most associations 
began their operations in modest warehouse quarters, or in old elev&
tors ",ith a minimum of equipment, and many still use the same 
facilities. Managers of 12 associations expressed need for additional 
facilities, especially warehouse room, to handle their increased volume 
of business and to provide additional services, such as feed grinding. 
Several associations have added materially to their facilities during 

. the past few years. At the close of 1937, 18 of the 30 associations 
. had buildings and facilities adequate in size for their existing volume 
of business. 

Practices in Purchasing Farm Supplies 

The cooperatives make their wholesale purchases largely through 
the Indiana Farm Bureau Cooperative Association, although each 
county association largely determines its own purchasing policy. 
The county associations in 1937 purchased approo..-imately 85 percent 
of all supplies through their State association. Table I} shows the 
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TABLE S.-THIRTY REPRESEN'l"ATIV. AMOCIATIO!oII GaOUPED BY 
PERCENTAC"S OF PRINCIPAL SUPPLIES PURCHASED THROUGH THE 
INDIANA FARM BUREAU COOPERAnV£ ASSOCIA1'ION IN 1037 

Commodil,. 

----------1----·1---1---- ------ -_. 
Petroleum producta _______ ___ _ 
Fertilizer. __ _________________ _ 
Twine __________ __ . _________ _ 
FenCB-______________________ _ 
Seed __________ . _____ .. __ .. _ .. 
Implementa ______ . __ . _ ....... . 
~------ ....... -- .... -.... -
Building aupplico __ . __ •• __ •... _ 
Feed. ______ . ___ . ______ . __ .... 

30 ....•.. _ . __ •••.... _ .... 
ao 
28 3 . _____________ .. 

.5 
I 
8 

2 
8 

I 

2 
I 
I 
4 
1 

26 
22 
22 
13 
12 
8 10 

2 
I 
II a ... __ ._. 

Oataoomputed by t:heaatbor From reoordlortbe Iud .... r..m hi&.-. DOUnt, onopentlv ...... ,tou. 

extent to which the 30 assooiationa bought supplies in 1937 from the 
State puroho.sing association"· 

Petroleum products handled by the assooiations arc purchased undllr 
contract through the State association. This enables the State MHO

ciation acting IlS a central purohllSing ageney to contract for a ye .. r'. 
supply and to obtain greater s .. vings .. nd ('ertainty of delivery. Th_ 
benefits are p .... sed on to the county BS8OCmtions in annual refunds 
from savings and in quality of products. 

In 1939 aU fertilizer was puroho.sed throu!dt the St .. te BR8OCiation 
from the Tennessee Copper Corporation, which hlUl fertilizer plan .. 
.. t Lockl .. nd, Ohio, .. nd New Alb .. ny, Ind. Puroho.ses were made under 
a manuf .. cturing and brokerage contract between the Tennessee Cop
per Corpor .. tion .. nd the Indian .. Farm Bureau Cooper .. tive Associ ... 
tion. In addition to allowing .. brokerage commi88ion to the State 
cooperative, the Tennll88ee Copper Corpor .. tion refunds each year h .. lf 
of the net earnings derived from its sales to the county lIMOCi .. tionlJ. 
These refunds are distributed by the State 8.88OCi .. tinn to the vanous 
county cooper .. tives in proportion to their fertilizer puroho.ses. Begin
ning with the 1940 fertilizer Beason, the county IUI8Ocio.tions will obtain 
.. U fertilizer requirementa for patrons from the State 8MOci .. tion'. 
mixing plant in Indian .. polis. The plant WB8 completed in December 
1939. 

A I .. rge number of the 30 IUI8Ocio.tions purohlUled all their seed, 
fence, twine, and farm implements through their State IUI8Ociation. 
Exceptions to this practice occurred when particul .. r B880Cio.tions had 
earlier established wholesale contacts with local firms; or, as in the 

" In IQat it •• sLated by o1nc1aIBIlf the' State ~tton that much 1wJw vmpwtl,.,. 01 mch ~ .. 
feme. aeed.. feed, coal,. and buildlnc msterialI .... putchued ~ tbl .n&raI orpniIaUoD. 
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case of farm machinery, when county cooperatives were local agents 
for implements not included in the State association's contracts with 
manufacturers. 

Feeds were bought independently of the State association to .. 
greater extent th .. n some of the other Commodities handled. This 
may be attributed to the highly competitive nature of the feed manu
facturing business. Local mills are found in considerable numbers 
throughout Indiana, many of which have served the county purcbasing 
associstions for years. Also, some farmers are more familiar with local 
feeds. Furthermore, price differentials have favored local mills, 
because they had little or no transportation costs in obtaining feed 
ingredients. The necessity of meeting prices of competitors handling 
local feeds tended, prior to 1937, to hold part of their feed-purchasing 
business to agencies independent or the State cooperative. Beginning 
about 1937, however, Indiana farmers have increasingly bought 
through the State association high-protein concentrate mixtures to 
which they add their own home-grown grains. They have found this 
more economical than to build the en tire feed ration locally. Therefore, 
while, in 1937, 18 of the 30 associations bought 75 percent or more of 
their feed mquirements cooperatively this percentage had increased 
considerably by 1939. 

Most miscellaneous supplies, including sprays and spray equipment, 
feeding equipment, building supplies, hardware, electrical supplies, 
.. nd coal, are purchased through the State purchasing association. 

Ordering and Warehousing Procedures 

The county cooperatives use generally similar methods in ordering 
and handling farm supplies. All associ .. tions forward their orders to 
Indianapolis on printed forms. In most counties these forms are of 
standard type and are purchased through the State association. Order 
blanks are filled out in duplicate and copies filed. Some variations 
in ordering and handling different commodities are noticeable. 

Petroleum products.-Orders for petroleum. fuels by county associa
tions are cleared through the State cooperative a.ssociation in Indian
apolis. From 60 to 75 percent of the petroleum fuels shipped to county 
~oopefll.tives goes by mil. A sight draft drawn upon the associstion 
is usually attached to the bill of lading. A few associations buy 
petroleum fuels on a lO-day credit. The consignment basis is very 
little used for petroleum fuels. A cash discount of 1 percent is 
allowed for settlement within 10 days, but no cash discount after 
10 days. 

Since 1937 about 20 county a.ssocistions have received more than 
half of their purchases of motor fuels by transport trucks a.s compared 
with rail shipments. In Septemher 1938 the State association acquired 

161224---4G----8 
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and since then has operated the tnlcking flU'ilitirs or the contrnrt 
carners who had previously delivered the fuel to the bulk tonks or thMe 
associations. In the operating year 1939, tranRport trul'killg or 
petroleum fuels to the county cooperat,ivt'" in('roo...m unt.il approxi
mately one-third of the total of th....., fl1('18 wrre so d .. livrrro. Und"r 
this system, savings both of the State a-wiation ond of the ""lIlIly 
cooperatives have increased rapidly. 

Lubricating oil, grense, and alcohol also are ol"<l('rl'd t.hrOllgh thl' 
State purchasing association. These supplies are obIllillNI and 
shipped direct from the Indiollftpolis worehouRe of Ullit<,d Conpero
tives, Inc., a regional p"trotE,um and farm supply .. nopf'rative which i" 
owned by and serves a numher of State and regionlll pllrl'iIllAing BMO

ciations." PracticaUy all these supplies are trllnspnrted to county 
warehouses by associlltion trucks or private truckl'rB hirt'd locally. 
The basis of payment for such petroleum suppli .. " d .. p~n"H on whether 
the association follows a credit or cash policy' of pur('hosing (p. 48). 
In 1937 the State IlS8Ociation allowed on miscellaneous petroleum 
supplies 3 percent discount for cosh with order ond 2 percent for 
payment in 10 doys. 

Feed and seed.--Or.lers for feed and seed are forward"d by mail to 
Indianapolis or are taken in by inrlepenclen t local truck"," or by the 
cooperatives' trucks. Formula feeds have h~"n .hipprd .. hi .. f1y frnm 
the mill in Chicago, which manufactures the fet"A for the I .urianaancl 
several other State farm bureau cooperatives. Feeds were shipped in 
1937 almost entirely by contract trucks with very little moving by 
rail. Use of county cooperatives' trncks for feed transport is u8ually 
limited to purchases by northern Indiana counties. Most other 
counties receive their feed shipments by contract tM.ckers under an 
arrangement made entirely by the feed department of the State 
f189Ociation. 

In addition to buying feed through tire State ll88Ociation and from 
commercial manufacturers, about one-third of the county a8IIOcia
tions purchnse grain locally for processing and ... sale to farmers. 

Trucks of the county 81I9Ociations usually pick up sood re(luir .... 
ments in the course of regular or special trips to the State association 
warehouse, but trncks are also hired for the purpose. Advane.e book-

11 United cooperat.Jves. Inc ...... orielnaJl), orpnized In 1930 uDder the Indiana JCnIIU'BJ ClOflJOf'Sllon Jaw 
o1lVRaatbe Farm Bureau 00 ComPllDy.lnc. Atilt! he«lnnlollflt blN1l1utockboldln,membenflhe In4mn. 
Parm: Bureau Cooperatlve ~1oo. the Oblo Parm BUJ'MU Cooperative AtIIOClsUoo. and the F/If'fD 
DuJ'MD Bent ..... Inc., 01 MlclIlfUUl.. In 19M the D8lIUl W&II ehtinpd to "" ~t ,,"", At U. cLo. of 
1938 Unlted Cooperatives. Inc., bad nlM stoekholdlq memhllrt. In addltloo &0 tbe three f'lflalMI memblr 
II8SOCiations. Itt membenblp included the PenosyJvania Farm Bureau CooperatJ .... AMlodatitm, ~ 
live Grange Leegue Federation Eu:hanae. lDe' .• Bouthml States {.40p!'l'&tlft, Inc., P'armtn' Coqpenttn 
EzchaDIre. Inc., of Nortb Carolina. and CODsutnerf CoopvraUve 011 A.-datkm of 8aut GIlJ'. Wit. In 
1i38 United Coopendlvf!8. Inc., lraneacted 22 pPnlIl!IJt of Ita bUllil:MW wtth ttie Jwllana Y8I'Ul Buff!SO f' ... 
opemtive A8IOdatJon. 33: peTCPnt with ~ Ohio Farm Bureau CODpPhdve AMOctalitm. 17 ~ ,...ltb the 
Orange Lea.gae Fedrratioo Jh;cbartKe. V' percent with Farm BIlf't'aU KM-vloot, Inc .• of Mlehirnm. 10 pr.reent 
wltb80U1hem8tatnCoopcntive~Uon. aDd j perceat wflb 'be Penm,lvanla"ann lIunsu COUpiii" 
aUveA~IoD. 
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ing of s<,<,d orders by fanners, especially for hybrid seed corn, is under· 
taken for the purpose of enabling county associations to contract 
their seed requirements through the State association in advance of 
seasonal price increases. This arrangement guarantees farmers qual
ity seed at less than the peak prices prevailing at planting time. 

Fertiliur.-Under the plan of operation in effect in 1939, fertilizer 
orders went direct to the plants of the TeIUlessee Copper Corporation 
at Lockland, Ohio, or New Albany, Ind., or to the order department 
of the State association at Indianapolis. Although trucking has been 
increasing in the last 3 years, shipments of fertilizer by railroad still 
predominata over truck deliveries. In 1937, 15 of the 30 associations 
received 90 percent or more of their fertilizer by mil, and 9 others re
ceived from 50 percent to 90 percent in that manner. Practically all 
fertilizer ordered by the county associations came to them on con
signment, title remaining with the manufacturer until the fertilizer 
was sold. 

As most fertilizer sales by county associations are booked by town
ship commission salesmen in advance of ordering from the factory, 
delivery is usually made direct from truck or railroad car to farms or 
farmers' trucks. A considerable part of the fertilizer sold is paid for 
in cash within 2 to 4 weeks of delivery. The county association settles 
directly with the fertilizer company in cash periodically during the 
selling season. Under this system fertilizer inventory problems are 
few, deliveries are simplified, and little financing is necessary. 

Farm machinery.-All but 4 of the 30 associations handled farID. 
implements and tractors in 1937; 10 of them obtained implements 
mainly when individual customers placed orders for them; 16 usually 
earned implements in stock. Generally county ecoperatives make 
their purchases of fat'lIl implements in small lots to avoid overstocking. 

The State association has had wholesale contracts for farm ma
chinery with two companies. The first was made in 1934 with It 

company which, over a long period of time, has developed It wide 
assortment of cultivators, rakes, spreaders, and other farm machinery. 
The second contract, discontinued in 1938, was with a private concern 
which manufactured the "co-op" tractor for It number of Stata and 
r~.gional federations of farmers' cooperatives. In 1939 tractors were 
obtained by these organizations from surplus stock, while the Ameri
can Cooperatives, Inc., arranged for thei" manufacture. It 

II F:lvo mTltMlC811:' ooopt't'Rti\'l.'S-tbn Indiana Fnrm Bureau Coopcl'Dttve Association. The Ohio FRml 
Bureau Coopt'J'atiVt'l Assool!ltioD. Farm Burean S0rvices. Inc, of Michigan. FarmtmI Union Central Ex· 
cltanjll.>, of St, Psnl, Minn., and tlle Consntn€l~ CooPDtath'e Association, of North KanBfI.'I City, MG.
warn too ptlncipall>8.rttes to tbt\ oontraat under which the "co-op" tract.or was tnanufaetnrod IUlMI'dlnlt to 
spt,"CiReations d&\~lopt>d by tru. OOO)XlnltiVE"&. Otber State and local cooperative asaoclatioIlS- have pur_ 
chasul.1 too "co-op" tmotor for distribution t.G ra.rmers. From 1935 to April 1935 a total of 1,715 "co-op» 
traotors W'M'tI ",porl.NJ sold in 30 States and Canada, In April 1938 the Stew and regional farmers' ooopcra. 
UVt'I!l In~ In lI1annfacture of "oo-op" tractors and other farm machlnell" orp,nized Alllerican {'4)

(')pr>mth"'te., Inc... to -r.rw as a IIlfml\rI)ment and distributive agency for the "co-op>' tractors. 
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Fann machinery is displayed and demonstmW locally by -...ia-
tions tbat stock inventories of implemenl.8. Oth".r ........ ialiolUl MIt\-

monly send tbeir patrons to the implement w .. rPhou .... o( the Stal .. 
association for display and demonstration. In 1937, .... mmprrial 
trut'kers were employ..d to deliver inlplem .. nl.8 to the warPh"u_ in 
12 of the 30 counties; • associstions l"t'Ceiv..d impl"menl.8 by rail. 
Co-op tmctors anl commonly driven IInder tbeir own po"..,r from the 
State association's warehouse or from the factory to the COuntillll. 

County associations purchase (arm implemenl.8 on varying terms of 
payment. \\l1"n ....... h i" not paid at time of purrh_, the f .... tory or 
the State association generally consigns the implem,>n1.8 with .... ttl .... 
mt>nt dates spt>cifi..d in tbe eonsignment ennt,....t. 

MisceUauom auppl ..... s.-Methods llsed in obtaining miAct>Uanoou .. 
lmpplies are generally similar to those us..d {or major commodili ..... 
The State ass<J('iation maintains eontrael.8 for wholesale purrh ....... 
of binder twine, fencing, coal, building materials, and elet"tri ... l sup
plies. County associations buy most of their binder twine, {ent-ing, 
paint, and roofing materials through the State a....,..iation. Anum""," 
of them buy substantial quantities of coal and of some building sup
plies from finns not included in the State _iation's eontra('1.8 ... 
the State association had not perfecW il.8 whol"""l .. eont"...", for 
these supplies in 1939. 

Mnlwds oj Paying JOT Supply PurcAasu 

Supplies purchased from the State a.'B1Ciation were paid for by 22 
of the 30 associations in cash in 1937; that is, within 10 dan bv somp 
associations, and by others upon receipt of invoice. T~ ~rd of 
paying cash for supplies purchased is somewbat better than that 
which prevails among the associations generally. 

The State assodation allows certain "ash disrounts, whi"h vary 
for difi"erent commodities. For example, petroleum fuels .... rry I 
percent discount for payment within 10 days. County _iations 
almost uniformly avail themselves of this disrount. F..xC<'"pt on 
fertilizer, fann machinery, and building suppfu.s purchased in sizable 
quantities, "redit is limited mostly to 10 daY8. The maximum tinle 
limit on credit from the State association is 30 dan. 

Beginning in April 1937, a system WBS establish..d by which .. ount,. 
associations may keep on deposit with the State association sufficient 
cash to cover payments of supplies purcbased. A few county 8890-

eiations have found it profitable to use borrowed capital 'or th ..... 
original deposit credits. This insUJ"es ,hem against loaa of any cash 
discounts. About 20 of the 30 associations had such depoeita at the 
beginningof 1938." Under this deposit system """h enunty _iation 
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deposIts with the State s.ssociation cash. ranging from $500 to $1,500, 
which is the range in annual savings from cash discounts, and against 
these deposits invoices for purchases are charged. The State asso
ciation bills e""h county in the usual manner for the amounts of 
purchase orders charged against its deposit, and the county s.ssocia
tion sends a check so that its deposit is restored to the oiiginalamount. 
The deposit credit is considered equivalent to a check sent with the 
purchase order. 

This deposit system has brought more cash discounts to the 20 
assoeiations than drawing checks to accompany orders previously 
had done, especially since either through oversight or because cash 
funds were low, purchase orders often were sent without hank checks. 
Furthermore, these s.ssociationsapparently have been more careful 
than the others in keeping their sales to patrons on a cash or a re
strictsd~redit basis. 

The Stats association has set up a system of cash discounts on sales . 
which i. adapted to this deposit method of financing purchases. .As 
.hOWD in table 6, the number of commodities on which discounts are 
given is larger when checks are given with orders or when charges are 
made agoinst deposits than it is for 10-clay settlements. 

TABLE 6.-CASH DISCOUNTS TO COUNTY ASSOCIATIONS ON PURCHASES 

FROM THE INDIANA FARM BUREAU COOPERATIVE ASSOCIATION IN 

PERCENTAGES OF WHOLESALE PRICES, 1939 

Commodity I iPaymcotlnlO 
Depmitm'dlt daysor check 

,_ ___ with order 

Penrnl Pncnll Seed______________________________________________ 2 
()O andg~qe______________________________________ 4 
Petroleum fuels ______________________________________________ _ 
Implcmeuts_ __ ____ _ _ __ __ __ __ ___ ___ __ __ _ _ _ _ ______ _ _ _ 2 

1 
3 
1 
1 

Harncss_ _ _______ __ _ _ _ ____ ___ _ _ __ _____ _ _ _ _ _ _____ _ _ _ 2 _________ _ 
IlataheryequipDlent________________________________ 3 
Paint. lumber, and roofing___________________________ 3 

2 
2 

Millwork_ _ ___ _ ___ _ __ _____ _ _________ _ ___ _ _ ____ _ _ __ _ 2 _________ _ 
CoaJ______________________________________________ 2 

'1 
Wire fencing_ _ _ ___ __ _ _ __ _ _ ___ __ __ ___ _ _ _ _ _ _ _ ___ _ _ ___ 3 _________ _ 
Nails________ _ __ ________ __ _ ____ _____ __ ________ __ _ _ _ 2 _________ _ 

I I peronnl ror lIl>LUement In 5 days. 

Dntfioomputed by thuanthor from rOOOl'dsof the Indiana farm bunmu connty cooperative associations. 

As their volume of business has increased, county associations have 
realized greater savings from centralized purchasing through their 
State association_ These savings were attained largely between 1934 
and 1938 with the more complete use of the State organization as a 
wholesale agency, The advantages from centralized purchasing can 
be increased further in most of the associations by fuller use of the 
cash basis of purchasing_ 
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Methods and Problems of Distributing Farm Supplies 
The a",,,,dations transact the bulk of thpir 8111ll,ly bu"in""" with 

their members; that is, with holders of common stock (p. 10). Of tho 
30 reporting associations, 17 made 75 perctlnt or more of their IIIlI .... 

in 1937 to members, while in the remaining 13 IlMOciMiOlIl' the IIPr
centage for such SIll"" was between 50 and 75 perc"nt. Th" peTC.mtllW' 
of total business tranSilcted with stockholding members h"" inrro"""d 
each yea.r as annual common stock patronage refllIul. have iner"lW'd 
the number of individual m"moors (p. 14). 

Indiana county associations distribute fann snppli .... primarily t<l 
fanners. Of the 30 associations, 26 made 95 percIlnt or more or their 
1937 sales to agricultural producers, while the other 4 mad" smnll"r 
percentages of their sales to producers. BIII,in""" with nonprnduf''«1'11 
consists mostly of sales of chicken feeds, coal, baby chicks, and 
petroleum products to townspeople. 

Selling Petroleum Supplies 
Truck drivers of the county associations trnvl'ling preserilmd daily 

routes sell petroleum products at the farms on a commission buill. 
These men are required by contracts to own their own trucks, but 
the associations provide tanks for the trueks and all the c.ontainel'll 
and equipment needed for delivery. The driver is obligated to carry 
public-liability and property-damage insurance and to guarantee the 
ft8SOciation against responsibility as provided in the standard {'.ontra"t. 

In addition to paying for upkeep and operatioTls the driver Bgl'ee8 

to pay for all gooda taken from the bulk plant, either upon the 8!1e~ 
ceding day or upon his first return to the bulk plant. Accounts 
created througb deviation from this policy are the obligations of tbe 
driver. He is required to guarantee the association again .. t loss by 
fnrnisbing bond or other peraonal security ac('.eptable to the BB80cia
tion. Clauses of tbe standard contract obligate the 8S8Ociation to 
keep ample supplies of products on band, but absolve it from blame 
for failure to do so because of fires, strikes, or labor troubles outside 
its control. A definite territory is allotted to each driver subject to 
change from time to time by the driver and the Il8SOciation. The 
driver agrees to devote his full time to solicitation of petroleum ordel'll 
and to distribution of petroleum products handled." 

Through frequent visits of these salesmen to fal'm8, farmers are 
not only kept supplied with petroleum products, but aI..o are kept 
constantly in touch with their assoeiatioll8. For example, tbey may 
place orders with the truck drivers for any fa.rm supplies but a neg
ligible percentage of general supplies is delivered on petroleum trucks .. 
More than 95 percent of the total petroleum sales of the 30 lI88OCia
tions in 1937 were made by the truck drivers at farms. 

N See ApPeDdJx. p.. 82. lor IeII: oIl&aDdu'd COIl&IacC. 
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The following sales commissions paid to petroleum delivery men are 
standard (1939) in most counties: 

Commodity: CbmmiufOR (HT 

Gasoline: aoUrm. emu 
First grade__ _ __ _ __ ___ _ _ _ _ __ _ _ __ _ __ ___ _ __ _ _ _ _ _ 2 
Third grade___________________________________ 1.5 

1Cerosene_________________________________________ 2 
Tractoline ________________________________________ 1 to 2 

Lubricating oiL _ _ _ _ __ _ _ ________ _ _ ____ _ ___ _ _ _____ _ _ 5 
Grease___ _ _ __ _ _ _ ________ __ ____ _ _____ __ __ __ ____ ___ 1 per lb. 

A few associations have made slight variations in this schedule of 
rates for drivers whose territories are disto.nt from the bulk plant, and 
in two counties a combination of a nominal daily wage plus commis
sions lower than the standard level has been tried without particularly 
significant results." The commissions may be changed from time to 
time by mutual agreement. 

Farmers may also buy petroleum products at the bulk plant or at 
pumps at the warehouse, but such purchases are usually restricted to 
small amounts of gasoline or lubricating oil. The 30 associations on 
the average- sold less than 2 percent of their petroleum supplies from 
their pumps in 1932. 

The chier problems that arose in expanding petroleum sales by 
truck drivers between 1934 and 1938 were training efficient, aggres
sive, and dependable salesmen, controlling credit extension to farmer
patrons, and meeting methods of competing petroleum companies 
for petroleum sales at farms. While many county mao .... ""rs are 
generally satisfied with the past selling records of their petroleum 
Balesmen, the most progressive managers are constantly training their 
petroleum salesmen to improve methods of selling and handling 
supplies (fig. 10). 

Special sales campaigns Jor grease and oil.-Lubricating oil and grease 
are also sold largely from trucks on their regular routes, but an increas
ingly larger portion of the sales of these supplies results from contracted 
or advance orders placed by farmers with their associations in an 
"oil campaign" period running from September 1 to December 31 
each year. The motor-oil and grease campaign is conducted by all 
county associations in cooperation witb the State purchasing assooia
tions. The Stste association organizes the campaign on a State-wide 
basis, sets quotas for the county associations and the truck salesmen, 
and arranges special awards for salesmen who attain their quotss. 
In this way it can determine more nearly the approximate volume of 
lubricating oil farmers will require during the year and make contracts 

Ii The. flnt of the two &S!IOciations p&J$ truck driven a basic wage of 11 per day. plus comm1ssloos of 1 
oent per lRllon on first-. and thlrd-lmlde psolill6. one-balf omt on tractonne.. 3 cents on lubrtcatiog 011, and 
1 uent lJIU' pound on Itf'OOSe.. This s~1.6m of paying drivers was &1opted both to stabllill6 their 88I'niop 
and to avoid the MIre use 'Or commlssil)f}$ tor lruck deUverymen. In tbage two UIOClations aU pelrOlllum 
delh-ery equipmenL ls owned b7 the oooperatlvCII. 
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in advancf' for the year. Jo'arm~1'8 obtuin quant.ity MvinJlll by Bll"'l'
inl"( to purcha..'IC specified amounts of oil Bnd gro8M\' durinK the ('n.uinK 
12 month •. 

During the 1937 r.ampuiltIl 26,975 oil rontrlU'.ts Wl'ro .iW,cd by farm
ers throul"(hout th .. St.ate, an incrowol' of 4,449 contrnrl .. O\'~r Ihl' PM'''
ious campailtIl; and 766,393 gallons of oil were r.ontraclrd, an incrMM 
of 115,549 gallons over the previous r.ampailtIl. As" Pllft of thu. 
advance booking of oil sal"", 390,670 pound. of 1"(""11\1' WIIB ron
tracted. A similar cnmpniJ,'ll W08 r.onduc t.cd to increW!(l onll", of lIy 
"pray. 

In 1937 the 30 , .. """dntion" handll'd approxilOatdy 25 I,,'rr"ut flf ull 
prtroleum purchased at farm" within the territflri.,. rflv .. rr.1 by tI",ir 
service (fig. II) . 

Fertilizer.- Jo'ertilizl'r selliug is r.ondud.~d larj(l'ly by furlO.· .... whn, 
.... commis..ion .aleaml'n,devote part of thl'ir time to ...,Iir.ilinl"( f .. rtililA.r 
orders from thcir n.,ij::hbors. Selling is dono u"uully hy tow"ship" 
with one or two soliritors to each town.hip. Solicitol'8 forward or,lel'll 
to the county BS-'!(,ciation, and it in tum sond. them dirrr.t1y 10 Ihe 
State BS-.ociation in Indianapolis. Comhined orders fnr all IlAAncia
tiona are forwarded by the Stote IIBIIOciation to the frrtilil.cr "'allufur~ 
turer. Fertilizer sales are extremely .e8llOnal, occurring chiefly in 
tbe spring and autumn month.. Deliveries are made largely direct 
from car door to farm, although recently there h88 boon a tend •• ncy 
for delivery to be made direct from manufacturer to fflrm by tr'wk . 
By keeping on hand only "mall amounls of fertililA'r during the ""Iliug 
s~asons most 8ssociulinll. ha,'1' avoilll'd Illrgc "arry"oV~rA of illvclIl<>ry. 

FIGURE 1O.-A COUNTY MANAGE.. DISCUSS'NG SELLI"G PaoBL"". 
WITH HIS PETIlOLEUM SALESMEN. 

The ID05t lucceuful aJIOoCi.1tiona haVe" DUlDagcn .tan an .awakr lCJ conatant imptovcmrnt in 
mcthodt of dittributinl farm .upplia. 
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FIOURE 1l.-I'ETROLEUH· TRUCK DRIVERS LOADINO Up POR A TRIP TO 

PATRONS' FARMS. 

Supplies are delivered from these trucks direct to farmers' tanks. 

Distrib~tion of fertilizer in Indiana is highly competitive. Conse
quently, although the State association has provided an established 
source of fertilizer of dependable quality, county cooperatives have 
had difficulty in building their volume of sal ..... to satisfactory levels." 

Feed and ... d.-Feed is sold mainly at the associations' warehouses 
and usuolly is trucked away by farmers. Soliciting of feed orders in 
advance has not been commonly practiced, but has been on the in
creose since 1937. In the autumn and the winter of 1937 the State 
and COWlty associations began booking seed orders for spring delivery 
in 1938. Solicitation of orders was made by the county associations 
through regular employees and township representatives poid on a 
commission basis. Thus the county associations determined in 
advance the approximate amounts of seeds required by farmers, 
particularly of hybrid seed corn and clover. This procedure assures 
producers more certainty of seed deliveries when needed and protects 
them agoinst seasono.! price increoses. 

Farm impltments.-Most of the 30 associations sold implements 
and tractors in 1937. For 22 associations which reported 1937 imple
ment sal ..... separately, such sales toWed $317,417 and averaged SI4,-
428 per association. Gross savings on implement so.!es for the 22 
associations averaged 14.8 percent. The highest rate of gross savings 
was 23.3 percent, the low ..... t wos 3.4 percent, and 1 association showed 
a gross loss on its inlplement so.les. Net income has not been ma-

tt Whllo 1\ is oxpoc(Od tbat lotoal1DOlbodi or dlstrtbuUDI (ertiUser wW nomaln sut.tantla)ly uncllanpd 
by tbe new art'IIolll'l'tueot lot rooperaUve mi.xIQ~ that It(l(IS tnto cOed In JIMO. It will be of IDW1ls& to observe 
to wba\ M:Wlt (arION'S provldt • largw ,'oIwne of buslm,.. lor Uw.lr own tertUiaer pl&Dt.. 
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lerially ~ or diminished in _t _iationa by lann imp&.
mt"llt !lillI'S. At p ........ nt (1939) most ~lioDII handling rann 
machinerY use one firldman "'00 devole8 his t"Ilt~ tilOf' to ... mlll( 

implem....; .... -to and fertilizer. and to ~ ... ork ";Ih mPIDbMt. 
C-ounty man~rs Iisled ~ sale of (ann impl ......... ta hi¢. among 

their I .... ding distribution problems. MOIl' frrqIWntly Uuo ill .... of ad ... 
• quate display facilities and the n-t for trained implf"lDt"llt MIftoIDf'D 

and serric-emen ... ere felt. From 1936 through HI:!9 an intt"ll,.j.·" 
program of training fann-implemt"llt salfOmlt"ll ...... ..... ndu .. W by th .. 
State association throUj!'h its fann-maehinPrY d .. partm .... C in OOOJlf'l'
tion ";tb county ..-.ciations. It is pn......uy agT'l'<"d by ..... unty 
ma.nag.-m that ID09t fann .. rs la.-k Buffici .... t familiarity ";th Uuo lin .. 01 
implem .. nts handled. Spreial .. /fort and skiU are rrquiJ't'd to oon.-in .... 
them 01 tbe men ... of the brand handled by the ...... -iations ... oom
pared ";tb certain other brands ... eU known to Indiana fann .. .,.. Thia 
has made it doubly important for the _iations to have adf'quate 
facilities for displaying ms.-hinery and trained staffs of .... rn..t"IllPtl 
... ho can make demonstrations to patrons and produ.-.. busin ..... 

Ymaneing sales of implements has bf'en anotber I ... ding prohl .. m. 
A number of .-.ciations have found this probJ,.m may be o .... .".,m .. 
in several ways. Impl .. ments may be obtained hy ~ IIMOciati"IUI on 
consignment; and if farmers need time for paym .. nt. instaUm..nt 
contracts may be &rraIIged by the associations ..;th th .. facton....; 
farmers may diseount their nole8 at loral banks or ohtain loans from 
production credit associations. In. fe ... counties the ooopPrativt'a 
bave financed fanners' nole8 or have ....ru.ted in BITIlllIcing loans from 
the loral farm bureau credit union. With these financinl!' method .. 
available. it _IDS that the problf'IDS of financin!/.' fann-implemt"llt 
sal .... by cooperatives are secondary' to efficif'nt method .. of ... hol ...... le 
purchasing. proper handling facilities. and ..... II-trained and experienced 
servicemen~ 

A C""tor of practical importance in building up an impll'mcnt bWli
ness is the trade-in allowance Cor used implements. Diffi("ullif's from 
trade-ins vuy greatly among counties because practi ....... of private 
dealers in prices and trade-in allo ... ances Vary' greatly. Bet ... een 1934 
and 19311 managers and· implement salesmen of the cooperativ('8 
gradually have been learning BOunder methods oC handling trad...m... 
By 1939 county managers ... ere using and perfecting their own indi
vidual policies";th respect to accepting and appraising valu"," of used 
implemen ... in relation to the known conditions oC the local implement 
market. Furthermore. a BylItem of State-";de "",.haDge of informa
tion through the central association on availablr supplies of used rann 
implrments and farmers' demands Cor them by counties ... hieh ...... in 
its initial stage late in 1937, b ... continued to make progifl!!i8. 

Competition has been one of the leading barriers to the develop-
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ment of the cooperative fa.rm-implement business in Indiana. In 
some counties local services by private dealers have been considered 
so satisfactory as to render unnecessary any such cooperative services. 
Nevertheless, the success a number of the associations have met in 
handling machinery, makes it questionable whether the county cooper
atives serve the best interests of their patrons by leaving the imple
ment field entirely to existing agencies. Moreover, the availability 
to Indiana farmers sine., 1935 of a cooperative souroo of farm 
machinery and tractors promises eventually to have the same bene
ficial effect upon handling margins and quality of services as was the 
en.e for fertilizer and feed in earlier years. 

Improvements in Sales Methods 
Since 1934, selling activities of county associations have been 

increasingly coordinated with the sales program of the State purchllS
ing association. For example, the State association holds regular 
meetings of county managers and their salesmen to discuss problems 
and best methods of expanding sales in certain commodity depart
ments. Meetings of this type were begun in 1933 and 1934 for petro
leum supplies, fertilizer, and feeds. Since that time this program has 
been expanded to include farm machinery and building supplies. 
Meetings are held at convenient points in the State several times prior 
to the beginning of active selling seasons of the major supplies. Com
modity specialists of the State association advise with the county 
snIesmen and managers for improving sales mAthods. 

These meetings are followed up with regular visits by the State 
ll.SSociation'. fieldmen to the county cooperatives. These fieldmen 
give information about supplies and ways of displaying and demon
strating them most effectively. Their efforts are usually concentrated 
in the busy selling seasons of the various supplies, but promotional 
work is a full-time feature of the State association's services. 

To supplement this sales service the State agency provides county 
associations with printed circulars and posters for the principal sup
plies, and it places advertising of farm supplies handled by county 
associations in the "Hoosier Farmer," official publication of the 
Indiana Farm Bureau. This advertising goes directly to more than 
50,000 farmers and makes it less necessary for county associations 
to advertise in local papers. A few associations have attempted to 
increase their sales by keeping attractive displays of certain supplies 
in their warehouses or stores. This kind of business promotion, 
however, has received little attention in most counties. 

Most associations are seeking higher sales efficiency through more 
specialization of employees along commodity lines. In 6 of the 30 
associations snIes volumes range from $300,000 to $700,000, and the 



38 ."AHM eR~:I>IT AI'MIN I,;TRATION 

job of providing trnin .. d and ng).'Ft'S8ive .. mploy_ 00 homll .. 8u"h 
dppartmenta 88 reed, petroleum, farm equipment; and fertiliwr has 
become a major responsihility of the county mano!!.'Prs. Th .. State 
association has I'ncouTll!!.' .. d .. lforta 00 d .. velop special r(lmmodily de
partmenta with troinM m .. n in chn~e" 

In order to share 6Xpf'riences, man~rs or ('.onnt.y f'.(lopr:fativf!lt 
have formed a State-wide manB!!.'ers' &I'"(l('ialion. A 2-Ooy ml1eting 
is held semiannually, ('u8l<lmarily in .June and October, at nne of 
the State parks. In advance of the mooting (,,ommit 'NlII of mlln
~"rs representing county cooperatives in Mch of the 10 farm bureau 
districta work out programs for rend"ring betl<lr !!I'rvi...... with in
creased effidency, and these sUfq( .... tioM are rt'ported at the Stat<>
wide gathering. Their common problems art' di ....... ,,,,,,I, and all 
proposals are considered for improving methods of distrihution and 
general opeTations. After the managers have had full opportunity 
for discussion, resolutions reflecting the opinion of the group may 
be propospd and voted upon. Individual man~"rs carry copies of 
these proceedings and resolutions back 00 their counti .... for lII.e in 
developing more efficient methods of operation and closer coordin .... 
tion among the various counties. 

When requested, officials of the State BBIIOCiation attend these 
managers' meetings 00 88Bist in formulating BOund polid .... and im
proving existing practi.,,,,,. The meetings of the mftn .. Jt~rs' 8MO<'iution 
are planned by ita officers, the general manager of the State &8I!Ocia
tion acting as adviser. 

Pricing Policies 

Prices charged by county 88BOciations generally equal those of 
competil<lrs. However, variations occur in the pricing of clilferent 
supplies. For example, petroleum producta and f .. rtilizer are com
petitively priced while certain other suppli .. s such as feed, SCf'.i, fence, 
twine, and implementa are priced at times more on a busis of cost plus 
usual margin. Generally, however, the county cooperatives set 
prices in relation 00 market conditions. 

Indiana farm hureau cooperative nssociations en.lpavor 00 avoid 
practices that lead to pric.. rivnlry. In periods of koon price ('ompe
tilion, they try 00 maintain their customary prices and ml1rgins. 
They set prices below cost plus a reasonable margin only on rare 
occasions when general price wars necessitate some special elfort to 
hold established patrons. Even in such circumstanrA>8, wh"n ruin
ously low prices continue on particular supplies, the l1811()('iationa 
usually advise their patrons 00 buy temporarily from private dealers 
so 88 00 avoid financial loss 00 their cooperative. 

Petroleum producta are delivered to farms at the 88me prices 88 

those charged at bulk planta or at fuel pumps of warehou_. On 
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gasoline so delivered in quantities of 25 gallons or more a discount 
of 2 to 3.5 cents per gallon, qepending on the total quantity delivered, 
is allowed in accordance with the practice of the industry. Price dis
counts for qU8J1tity purchases extend· also to other principal supplies 
including feed, seed, fertilizer, 8J1d twine, hut prices charged for de
livered commodities differ from county to county 8J1d by quantities 
purchased. The chief qU8J1tity discounts granted on supplies in 1937 
were as follows: 
Commodity: Qaoniftll diIcoutd.t dlotol!d 

Gasoline ______________ 2 cents per gallon on 25 gallons or more. 
1.5 cents additional discount per gallon on gaso

line sales totaling 1.000 gallons per month or 
more 

Lubricating oils_~ ______ 5 cents per gallon on .$-gallon lots. 
Grease ________________ 1 cent per pound on 25 pounds or more. 
Feeds ________________ 50 cents to $2 per ton on orders of 1 ton or more. 
Salt __________________ $2 per ton on ton lots. 
Fence ________________ 1 cent per rod on 100 rods or more. 
Fence poste ___________ 1 cent per post QD 100 or more units. 

Some county managers question the soundness of giving qU8J1tity 
discounts: They believe that through the annual refund, quantity 
purchasers are afforded a reward for patronage consistent with coop
erative principles and on a basis of equality to all patrons. Because 
of competitive practices, however, offering price discounts to quan
tity purchasers is well established among the county cooperatives in 
Indiana. 

Cash discounts are granted in a few counties in connection with 
operation of credit-control plans. These counties are referred to in 
the analysis of credit practices (p. 49). 

Although farmers' cooperatives in Indi8J1a have maintained a 
policy of quoting competitive prices on their farm supplies, their oper
ations have generally tended to produce a narrowing of handling 
margins 8J1d consequently lower retail prices on the supplies. This 
effect of cooperative activity on the pricing habits of private trade 
may be ""lliained as the outgrowth of knowledge of costs 8J1d prices 
provided farmers by their cooperatives. It may. also be explained 
in· part by the fact that the price-reducing oharacter of patronage 
refunds tends to keep private trade alert to meet the competition 
offered by cooperatives. 

S~asonal Characfn of Sales 

In general, sales of farm supplies by the associations are heaviest 
in the spring and fall months. Petroleum supplies, seed, 8J1d fencing 
show greatest sales hetween March and June. About one-fifth of all 
fertilizer sales are made in May when they contribute to the spring 
sales peak. Fertilizer sales are largest in September, when almost 
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Monthly sales are teatonally high from March to June and again in September and October. 
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half of the yearly sales occur. This concentration of fertilizer sales 
in the fall makes September the month of highest total sales with 
about 12 percent of the total for the year. April and May rank next 
in order of percentage of yearly sales. Monthly sales are lowest in 
January and February (fig. 12). 

Seasonal high and low points in total sales of the associations have 
been evened out somewhat in recent years by sales of certain mis
cellaneous supplies which are less seasonal or which reach their peak 
sales in the months of lowest sales of major supplies." 

Control of I nfJentoril!s 

Stock losses or shrinkages are an inIportant operating problem in 
connection with the selling of farm supplies. The losses may be 
traced to a variety of causes such as faulty handling equipment, care
less methods, dishonesty, or shrinkage by evaporation. 

For supply inventories other than petroleum products the asso
ciations have not generally tried to determine the extent of losses 
attributable to these factors. To check losses of such supplies as 
feed, seed, 1encing, twine, and miscellaneous farm supplies would require 
the cooperatives to keep continuous stock records, as is done for -the 
petroleum supplies, showing the items of merchandise sold from the 
warehouses. Practically no associations, however, have such regular 
records of inventory deductions since they have depended solely upon 
the periodic inventory made at the end of an audit period for arriving 
at the cost of goods sold during the period. 

For the principal petroleum products--namely, gasoline, kerosene, 
tractor fuel, lubricating oil, and grease--1l. shrinkage or gallonage 
report is customarily made by the State association's auditors at 
the end of each audit period and is included in the audit. Many of 
the associations, however, have not presented shrinkage figures for 
grease, lubricating oil, and tractor fuel because they lack full records. 
The shrinkage sta-t~ments for gasoline and kerosene ordinarily show 
in gallons the opening inventories, purchases, and the resulting sales 
as recorded by book inventory and actual closing inventory. Any excess 
in the book inventory over the physical inventory indicates a loss of 
the supply which is not accounted for by sales. The-ratio of the tota 
loss in gallons to total gallons sold is the percentage shrinkage for the 
audit period." 

iT Monthly sales data Cor 1.7 were not obtained. A J)el'CeJltage 9tllIimary Of the 1934 sa!ea Of J)t'incll1al 
wm aupPHes by months in the ti 8S:!IOO1atJons from which such dam. were obtainable. ahowu In the a~ 
pendb (table :rJ}.tndlm.tesa iieneraI tendency tor average monthly aalO!I from March &0 Oetober.1nclU3lw, 
to rema1n re1attvel7 b1gh uoeJ)4: for a sU&ht decline In July. 

11 Indiana county cooperatives hav~ shown their -sbrink8PII in peromtagn of their opening (nV$1totif!S 
plWl tbair PlllObuas duriDg ~fI period. Tbeusooftblsmetbod tends &o5how thesbrinkap 8S a lower per. 
eentaae than whm iili~ Is calculated in nllation to volume al.saJEd. 8lnO& In ~e petroleum lndusU'y 
shrlnktl,f{(' is pl'lN'8lly npotted in percent8Cl" 01' volume 9Old. wblch Is a mcreronservadnmethod. U1e county 
eooperative mJaht baneIit by ohanpog to t.bb mathod. 
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A statempnt of the type just dpscrihl'-d, whi"h ran hi' made only if 
the gallons sold have boon recorded, is given in the following 8IUllI,Ie 
record for gasoline: 

Item: 
Openmg Inventory ___________________ _ 
Purch89Ps ___________________________ _ 

_too. 
10,479 

110,702 

TotaL _____________________________ 121,181 

Less sales __________________________ _ 
Book inventory ______________________ _ 
Actual inventory _____________________ _ 
Shrinkage ___________________________ _ 

Shrinkage as a percentage of volume IIOld_ 

105. 113 
16.1168 
II, 536 
4,633 

4_3 

Percentage figures in table 7 show the shrinkages for g880line and 
kerosene from 1934 to 1937 for the 28 asaociations for whi"h shrinkage 
data were available. In comparison with widely IlCCf'pted standards 
of efficiency, these shrinkages in many 8B8OCiationo were excesaive for 
all 4 years. In 1937 shrinkage of gasoline was above 2 percent in 24 
of the 28 associations, and for kerosene it was 2 percent or more in 
9 assoeiatiOIl!L Inasmuch as shrinkage of about 1 percent of the total 
sales in gallons is ordinarily considered sufficient allowance as a 
handling loss on g8!lOline and from 0.6 to 6.0 percent on kerosene, 
the large number of associations which bad shrinkages ranging from 
1 to 7_5 percent on gasoline and 0.6 percent on kerosene should Herve 
as a wamiilg' that wasteful methods of handling are being employed 
too genemlly in these associations. 

While much shrinkage apparently comes from spillage resulting 
from careless handling methods, table 7 indicates al!IO that, in general, 
shrinkage percentages were Ia.rgest in associations wi~h smallest sales 
in gallons. This probably is indicative of slower moving inventories. 
It should stimulate the assoeiations to develop larger salee volume to 
reduce their losses. Excesses of actual inventory over book inventory 
were realized principally on keroaene_ Fewer asaociationa showed 
such overages in 1935, 1936, and 1937 than in 1934. 

A number of associations attributed their high shrinkages to various 
conditions, mch 88 extreme variations in temperature at the time 
of taking inventories of fuels, which through expansion and oon
traction of the commodity would affect the inventory figures; or to 
theft; or to leakage. 

Nature of Branch Operations 
In 1937, 12 of the 30 county associations operated brancbes as a 

means of extending farm supply and marketing services to farmer
patrons. Usually brancbes consist of grain elevators with warebolllle 
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space suitable for storing supplies. Ordinarily, branch warehouses 
keep less complete stocks of supplies than main warehouses, but in 
the few counties in which they are more centrally located they carry 
full lines of supplies. 

TABLE 7.-8HRINKAGE OF GASOLINE AND KEROSENE IN PERCENTAGES 

OF TOTAL SALES IN GALLONS FOR 28 COUNTY ASSOCIATIONS, 1934 
TO 1937 

Shrinkage lIS a percentage or total sales in pUoIl! 

AMOeilltions In dimlnl~hlng GasolIne ordBJ' or sales In pUons 

, ... , ... '1136 11137 

1 ____ . __________ . __ 1.7 0.5 o.s 0.8 2 __________________ 
1. 1 .6 .6 1. 1 3 __________________ 
3.2 2.3 2.7 2.7 

4 __________________ 4.8 3. 8 2.4 2.3 
5 __________________ 2.2 2.6 2.4 2.2 
6 __________________ 1.3 1.2 .3 1.0 
7 __________________ 3. 7 4.4 3.2 2.7 
8 _________ . _________ 4.0 3. 5 2.5 2.0 

g------------------ 2.9 2. 6 5.1 1.9 10 _________________ 
(') (I) 4.1 2.9 11 _________________ 
3. 5 

! 
1.7 3.4 2.4 12 _________________ 

1.0 3.3 2. 6 2.S 13 __ , ______________ 
5.8 4.0 .1 2.0 

14 _________________ 2.3 2.9 2. 8 4.4 
15 _________________ 2.4 2.S 1.6 3.8 
16 _________________ 3.5 4.2 3. 0 4.7 
17 _________________ 3.4 3.6 3.3 3.1 IS _________________ 

6.6 3.6 5. 4 5. 8 19 _________________ 
3.1 4.1I 3.3 4.0 

20 _________________ 1.6 2.0 2.2 3_4 
21 ________________ 

14. 3 3. 3 6.7 6.1 
22 _______________ 3.4 (I) (I) 7. 4 
23 ________________ (t) (I) (t) 4.4 
24 _______________ . (') 4.7 (') 3. 4 
25 ________________ (I) (I) 7.7 2.3 
26" ________________ 3.2 4.9 5.1 5.3 27 _________________ 

5.3 4.3 3.7 4.9 
28 ______ . __________ 13. 9 2.6 4.4 El7 

Average __ __ ._ 3. 1 2.7 2.7 2.9 

--~-- -

IAn fIXOl1SS offtctunl Inventory over book lnVllntory WBS I'B8lluKl. 
, No Ahrlnkage report _~_ 

, ... 
'0. 7 

.1 
'.9 
'.2 
.9 
'. 1 
2.8 
.6 
. 1 
.8 
.4 

1.5 
2. I 
(') 
,_ 5 

.9 
2.4 
1.0 
1.8 
.7 

(') 
'2. 8 

(tl 
1.2 
'. 1 
(I) 

3.0 
2.6 

.3 

Soum! of data! Records of &11& Indiana larm bureau count., coop&ratlvea. 

K_ 

I ''''"' 10'. 

'0.5 '0. 5 
(I) 1.2 
'.3 '.2 
3.3 1.6 
(') (') 
.5 .1 

4.5 .1 
1.1 .8 
1.2 1.1 
(') 2.7 
.5 1.6 

1.3 2.4. 
2.6 2.2 
5.5 (I) 

1.7 .4 
1.0 1.7 
('). (0) 

3. 7 1.2 
3.3 3.0 
4.6 2.3 
(') 2.6 
9.6 1.8 
(') 7.0 
.1 .S 

1.6 2.0 
1.0 (I) 

. 1 2.1 
1.6 1.3 

1. :; 1.3 

11137 

'0. 1 
'.2 
.6 

1.1 
.8 
.6 

1.3 
.4 

1.2 
5.0 
2.2 
5.4 
1.8 
1.7 
.7 

1.8 
1.0 
7.7 
3.4 
1.9 
4.4 , .9 
2.3 
1.9 
1.8 
.2 

2.5 
4.6 

1_ 7 

Nine of the associations with branches, which showed sales sep .... 
rately for supplies and farm. products, had combined sales of farm 
supplies ltIIloulltmg to $2,215,142 with an average of $246,127 per 

181224"-40----4 
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... "sot'iation, and sales of farm produl'ts of 5974,617 with an av"~ 
of $108,291. About 42 pl' ...... nt of the 1937 fann supply bURin_ and 
about 83 pereent of the markl'ting 8Il1tl8 in thl'SC'I nin .. llAAuciat.ionll WaR 

handled at th .. ir branch ...... 
To detenmne ,",curawly the net .. aming cOJlo("ity of branch opt'rn

uons, it would 00 neees.omry to show expt'n_ and oth"r op .. roting 
data for morketing ""parate from those for purch .... injit. None of th .. 
nssociations providt'd a thorough c1o. ... "ifiration of this kind ror th"ir 
branch or main warehouse opt'ration" in 1937. Table 8 shows, how
ever, for 6 of the 12 ... ...ociations sale" of fann 8uppli .... and fann 
products, gross savings for tlt~qe 2 1'1 ..... _ of RIlll's, nnd tlt,,;r O'xprn..," 
and net operating in(".ome, III'gTegnted for the 6 main warohou_ and 
for 14 branches. At the main warehouses 95 peroont of sal ... repm
sented supplies, while at the branch ..... about 60 p .. rl'.ent of Mles 
consisted of supplies and 40 percent of products .marketed. 

The average rate of gross income at branches was 8.7 pilret'llt and 
at the main warehouses 18.3 percent. It is to 00 noted that this 
difference was due to lower rates of gross income earned on both farm 
products and supplies at branches. 

Expenses per dollar of sales also were lower in the branch"" chillHy 
becallse the associations customarily followed a practi('.(l of charging 

TABLE 8.-FARt .. SUPPLY AND MARKETING OPERATIONS OF THE INOIANA 
FARM BUREAU COOPERATIVE ASSOCIATIONS AT 6 MAIN AND If BRANCH 
WAREHOUSES 

-. 
Amount P(IIJ"Ol'tILap of total .... 

I .... -
ftmaio 14 branch Amilln 14 hnln1':b ...... - ware80UM't ""<>00_ ..... -
Dolbu. lJo//#Jr. Pnuftl "'""" Farm supply sales _________ 888,075.14 717,939.31 lOll. 0 100.0 

Cost of oal .. __________ 718, 843. 19 628, 348. 79 80. 4 1'17.8 
Gr088 income ______ . ___ 169.231.95 89.590.02 19.6 12. 4 

! Marketing saleo ____________ 49,207.73 529,308. 55 100.0 100.0 

Cost or saJes ________ ._ 45, 165.45 511,321. 62 9\.8 96.6 
GI"088 income. ________ 4, 042. 38 17,986.93 8.2 

. a4 
Total ""Ieo __________ 937, 282. 87 1,247,247.86 100.0 100.0 

Total gross lo""me _________ 173,274. 33 107,577.45 18. 3 8.7 Expenoeo _________________ 
148, 4M. 41 105. 3.';9. 16 15.8 8.6 

Net operating income. _____ 24, 819. 92 2,218.29 2.6 0.2 

Data computed by the author from recorda of the J ndiana farm bureau wunty 
cooperative associations. 



COOPERATIVE PURCHASING BY INDIANA FARMERS 45 

FIGURE 13 .-REGULAR TRUCKS USED ON DAILY ROU'rES AND A LIGHT 

EMERGENCY DELIVEIlY TRUCK. 

Light delivery trucks an: used by aome u,ociations to take care of ruah orders. The 
heavier type trucks are uaed on regular routes. 

the bulk of their general overhead expenses to operations of the main 
warehouse. The six associations earned net income in 1937 at a rate 
of 2.5 percent of sales at their main warehouses and at 0.2 percent of 
sales at their branches. 

The general conditions revealed by these facts indicate that opera
tions at bra.nches have not always been conducted in a manner to 
produce satisfactory gross income on supplies, and, therefore, that 
the bra.nch operations prior to 1937 generally needed mOre C&l'eful 
supervision. This would be particularly clear if total expenses 
incurred in branch operations were fully charged to the income of the 
branches. 

Delivery Service to Patrons 
County purchasing associations usually provide delivery service for 

all farm supplies (fig. 13). A daily petroleum delivery service is 
maintained by all associations. The drivers act as salesmen in de
veloping new business as well as deliver to established member
patrons (p. 23). Of the 30 associations, 28 also deliver nonpetroleum 
supplies to farmers. Fertilizer, fencing, and coal are commouly 
hauled by trucks owned by the associations or by contract truckers. 
Usually, deliveries of supplies are made only for sizable orders or on a 
regular route two or three times each week. Most' associations permit 
their petroleum deliverymen to take small orders of feed, seed, or 
miscellaneous supplies to farmers who have requested this service; but 
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FIGURE H.-A FAIUlER TAJ'ES HowE A SMALL J..oAD OF fEED. 

Auociatiocu tII\UlJy do DOt ddinr .uu.Jl orden. 

88 a rule each fanner hauls most of his purchases of such commodities. 
Charges for delivery are generally included in the pril"e8 quot...! on 

supplies. Therefore, if fanners pick up large orders of fCf'.d, t .. ·ine, or 
se...t in their trucks, an allo .... ance ill ma.de in the price chargoo. On 
fe...!, delivery charges average $1 to $2 per ton; on coal, 50 cen ... to 
75 cents per ton; and on fertilizer, 50 cents per ton. Few of the 
associations have a schooule of delivery chargtlll graduated according 
to hauling distance. The prutice of quoting "delivcrt'ld" and "at 
warehouse" prices has generally been used for the Purpo!lB of inducing 
fanners to haul their own supplies. 

In associations that render marketing services, fanners wmally 
deliver grain products to the cooperatives' shipping point, and take 
return loads of supplies (fig. 14). In 6 of the 30 counties trucks ownoo 
by the associations were used to pick up grain. In Bueh ~, 
managers frequently combined deliVl"ry trips to the falTll!l with return 
loads of grain to make the fullest WIe of uut'k facilities. 

Extension and Control of Credit 

The hyla .. -s of the county 8890("iations stipulate that-

AU pure_ and oaIeo .haII be made 00 \be -. of p"ymen\ io _b or iY 
equiv&leo\, escep\ in ...,. or p_ at \be _~ where \be -.I of di~ 
by reuoo of \node _ .... or eondi\iODI lhall bave 'mind it -r \0 1'&"\ 
eredi\ rex eertain perioda of time and UDder ~6ed eoodiUono, and ohaII baM 
pa...cI esp.- .-.lutiODB gavernin!loucb ...,. or p_ of \be buIi ....... 

-An- vt. .... 2. 
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While this provision was designed to insure operation on a cash 
basis, it permits the extension of credit where it seems desirable. 
Most of the associations have found it impossjble to restrict business 
to a 100 percent cash basis. In starting limited credit, generally 
directors have passed resolutions autborizing extension to "good 
risks" for short periods as a convenience to patrons. This action is 
defended on the grounds that many farmers would patronize com
petitors if credit accommodations were unavailahle from their own 
cooperative associations. 

Managers in 24 of the 30 associations believed some degree of credit 
extension to be necessary in selling farm supplies. Typical sugges
tions made by successful managers for controlling credit were: Restrict. 
all credit to cases of justifiahle need; require payment within a 
short period, such as 5 or 10 days; make an interest charge for credit 
extended for longer periods or for purchases of equipment requiring 
financing over an extended time. 

All associations extended some credit to patrons in 1937. In a few 
counties credit was strictly limited to amounts averaging only a small 
percent of sales; in others it was extended to half or more of sales value. 
The range by percentages of sales and by number of associations is 
shown in table 9. Of the 30 associations reporting their credit prac
tices in 1937, 6 did credit business equal to about 50 percent of total 
farm supply sales; 5 estimated their credit sales from 35 to 40 percent, 
7 from 25 to 35 percent, 5 from 15 to 20 percent, and 7 at 10 percent 
or less. 

In comparing these estimates of credit sales with the percentages 
which total receivables at the end of 1937 were of the year's sales, it 
was found that associations which kept their credit sales to lowest 
proportions had smaller proportions of receivables to sales. Con
versely, those associations that extended credit liberally had consider
able amounts of their assets in receivables. This led to expense for 
collection as well as loss. of interest on the funds owed by patrons and 
to larger losses in bad debts. 

The associations generally extended largest amounts of credit on 
feed, fertilizer, and petroleum. There was, however, wide variety 
in the extent that different supplies contributed to the credit problem. 
Usually associations that extend credit on sales of principal supplies 
also extend credit on all other sales. In 22 of the 30 associations, 
credit on sales had been approved by the hoard of directors and full 
discretion was delegated to the county manager as to where and how 
liberally credit was to be extended. The reinaining 8 used various 
methods of controlling credit. In none of the 30 associations were the 
managers held personally liable for uncollectible aooounts. Surety 
or indemnity bonds carried on all managers do not cover losses arising 
from the extension of credit. 
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The credit experi"o('"" of Indion .. ('ounty p ...... b""inJl: a ....... ioli .. "" 
sbow a need for morp L'ffiri .. nry in mnnaJrPm .. nl of ........ lit. gn'B1f'r .. 8 .... 

in differpntisting good from poor .. redit risks, and limilati<>D of ..... dit 
to periods of from 5 to 30 ds ys. 

Cr~djt Extmsion on P~trol~um Saln 

Metbods of bandling credit on salps of petrolL'um produ .. ls by I,Ml"k 
drivers varied greatly among tb .. 30 ..-...istions. Tw"lvp a_"';stionA 
~uired each driver to pay eash for petrol .. um s .. ppli ...... ilh .. r at 
time of loading or upon !irst return to th .. bulk plant. Til,. drivf'1' w .... 
then usually free to .. xtend ('rNlit to his patmns. F.~ht .... n ......... i,,-
tions placed upon their books the a,,('{}unts " .... stN\ by " ..... Iil .... 1"" of 
the driver. Most asso<"iations J't'qllired fO" .. h dri"l'r to JdvP a pt'n.onal 
bond for" sum varying from 5SO to $200 to guaranI .... paympnt for 
me .... hsndise corried on his d .. livery tnlck. A ft.w a""""iotion8 8('('11-

mula ted reserves from truck drivers' rommissions to olT""t any pt'tro
leum accounts more than 60 days old. 

There has been a delinitl' tendency in tb .. past 3 Y"''''8 for tht" .-o .. nty 
associations to shift tbe burd .. n of carrying ('rNlit on pt'trolpum 
business to tbe truck drivers. In at least bol( of the 30 8MO<'iation .. , 
credit sales of petrol .. um products by 1937 were ron~id .. red 1IOII'Iy 
the truck drivers' responsibility. A rew 888O(';8tion8, bowever_ 
tbrough close supervision by tbe county manager of truck drivers, 
bave satisfacturily controlled extension of ~redit on sales of petroleum 
produ~ts. In tbese cases, tbe usual credit prohl .. ms have beenme 
fewer both because bettl'r judgm .. nt has been exereised in ext .. nding 
credit and because alert and businE'SSlike managers who know tbe 
dangers of lax credit practices, have required prompt collection of 
acrounts. 

Failure by drivers in a nurner of ft!I!IOeiationa to make c8-"h Sl'ttl .... 
ment for sales of petroleum, as prescribed by their contracts, UBually 
may be traced to increased liberality in extension of credit from 1935 
to 1939. A1thougb many drivers extend ronsiderable credit in the 
busiest seasons, most of them roll .. .ct their aeeounts fairly well lal4'r 
in tbe year. N evertbeless, if credit is extended liberally on petrol .. um 
sales, it may result in simiIat credit being sougbt on otber ('.,mmoditi"" 
"itb harmful results. 

County managprs generally believe that drivers make collections 
more promptly if they are required to pay cash for tbeir loads at time 
of loading or to be responsible for credit extended to tbeir patrons. 
Under this plan tbe drivers realize tbat they are pert!Onally linanring 
credit to tbeir patrons; and it is believed tbat tbis fact effectinly 
influences patrons to pay tbeir acrounts more promptly. 

Some county managers have exercised care in instructing driVl'rs in 
ways of avoiding credit business. In several asaociatioD8 patrons 
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have been led to borrow from their farm bureau credit unions and to 
use the proceeds of these loans to pay for their petroleum needs in 
advance. In other counties many farmers use loans from production 
credit associations to purchase petroleum needed in production ac
tivities. In general, however, more farmers should be impressed with 
the functions of these cooperative credit institutions and their own 
responsibility for paying the cost of credit service. 

Credit practices of competing petroleum drivers must be considered 
in any such instructions. Easy credit and, to a considerable extent, 
other special inducements are offered by competitors to make sales. 
For example, county managers indicated that commercial petroleum 
distributors offer free storage and curb-pump equipment to farmers as 
considerations for their patronage and that the drivers for these com
panies frequently moke special price reductions by sharing commis
sions or granting larger quantity discounts than are justified by volume 
delivered. To meet these practices one cooperative instructed its 
deliverymen to tell patrons attracted by such offers that the coopera.
tive association, too, could furnish them free equipment and special 
discounts if the patrons would surrender their rights to annual patron
age refunds: 

Collection Procedures [or Customl!rs' Accounts 

Efforts to collect accounts in four associations are described in the 
following statements: 

Accounts are checked over every 30 days in order to keep collection up on older 
accounts. No classification of accounts by age is kept. 

Monthly statements are sent to credit patrons and in the case of older accounts 
special collection visits are made. 

A list of accounts receivable is made up monthly for each petroleum truck 
driver. Each driver then tries to collect both petroleum accounts and others for 
general supplies. In the busy season petroleum drivers are provided statements 
of their patrons' accounts each 2 weeks. These patron lists show Cl'edits of the 
last month separate from credits older than 30 days. 

Directors check monthly the status of accounts and notes receivable on A list 
elassifying them by age; that is, under 30 days, 30 to 60 days. 60 to 120 days, 120 
days to 1 year, and over 1 year old. This classification is then examined by a 
special credit oommittee of the board and collection is pressed. 

County associations do not usually give discounts for prompt pay
ment of patrons' s.ccounts, nor is interest charged on s.ccounts receiv
able unless customers' notes have been given to finance a purchase for 
a definite period. Six percent interest is usually specified in such notes 
receivable. 

One association, however, operated in 1937 a system of giving dis
counts for cash and charging interest on accounts receivable. Al
though no cash discount was allowed on petroleum supplies, an 
interest charge of 6 percent was made on such s.ccounts running mo ... 
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than 30 days. For other Bupplil'Ol 2 pere.,nt disrollnt WaR allowl'd on 
at'COuntB paid within Ii days of sale. Accounts rUJlning more than 1\ 
days. but 1_ than 30 • .......,ivl'd no disrollnt. AIM inl ........ 1 at 0 per
cent was charged on nonpt'troleum a<"eollnts unpaid after 30 day~. 
Credit patrons. therefore-whose a<"collnts were not paid ill 5 days 
from date of purehase-paid 2 pereent .. bove th .. pri("l'OI paid by ol.h .. r 
custom .. rs on all supplies exeept petroleum product". Th .. manSjll'r of 
the a.ssoeiation stated that patrons appeared satn.fit'd with this 8ysl .. m 
of charging the cost of credit to those who were using it. An inle"""t.
ing reaction to the credit plan. however. developl'd. Many patron. 
who probably would not otherwise bave asked for credit bt'gan to 
use this ert'<iit chiefly as an additional service for which th .. y Wt'rtl 
willing to pay. This rt'aetion of patrons indie.nt..s the dl'Birabilily of 
training farmers to use specialized cooperative credit institutions. 
such as production-eredit organizations and credit unions. 

The State association began about 1937 a program of edueAtion on 
the purposes and the methods of credit unions. The program was 
designed to assist farmers to combine their own capital fun,llI and 
tbus to have at hand a BOurce of loans for production and other short.
time purposes. 

The fann bureau credit unions were getting well startAtl in Indiana 
counties during 1937. or the 30 _i .. tions 16 had a<"tive cr .. ,Jit 
unions.'" Three of them had paid-in capital of about $50.000 each at 
the end of the year. Total loans ranged from $5,000 to 115,000 in 
the 16 credit unions. Their growth has he ... n rapid in ROme c01l1lti ..... 
and they offer farmers opportunities both as savings institutions and 
as souretlS of IOBns for production purposes at reasonable rll~. 
County cooperative managers reported. however. that Indiana farmers 
were better ae.quainted with the savings service of credit unions than 
with their loaning activities. 

Loans from county farm bureau credit unions were usN! during 1937 
by farmers in 14 of the 30 counties to pay cash for purcha8es of farm 
supplies from the cooperatives or to pay old accounts. In 3 of th_ 
14 credit unions, 90 percent or more of the loans were employed by 
farmers for cooperative purchasing; in 5 others. between 50 and 90 
percent of the loans were so used; in 6. 1_ than 25 percent of credit.
union loans Were used to purchase from the cooperative associations. 

Loans by production-eredit associations also have been used by 
Indiana fanners both to pay cash for their supply pureh_ and to 
wipe out old accounts. While most county cooperatives reported sal ..... 
in 1937 to fanners who had received production-eredit loans. reports on 
the exact extent to which such funds were usOO for these purposes 

-There are DOW' (UI30) ~ farm ban!eu OOIIllty er.dil u:nIoM that .. hP''Ph:« 10 mppJJ thP ...... tjn. 

Cftdit needsolfarmen.. ...... by .... CftdIt rmSoDI ae~y t.UicempkJJ't!d b7/armPn 10 __ 
- mppIJ ~ tbr'DIIP &betr ClDIIUY CDGpl!I'aljYS. 
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were not available. The following comments by managers of five 
cooperatives, bowever, indicate the importance of tbese loans to 
fa.rmers: 

To a considerable extent production..credit loans have helped in purchases of 
feed. seed, and fertilizer. 

Five tractom and other implements sold by the cooperative association in 1937 
were financed with production-eredit loans. Other production-credit money was 
spent with the association, but it is impossible to say how much. 

Production credit has improved cash buying by farmers, principally on fencing, 
pain~ farm implements. The farmer gets & cash discount when buying with the 
proceeds of .& productioJi-eredit loan, but if he buys implements with his own note, 
he gets no cash discount. 

It is impossible to estimate what amount or proportion of production-credit-
8B8OciatioD money comes into the cooperative association. There is a large 
volume of production-credit loans in the county. The manager of the production 
credit &8Bociation district office is a local farmer and B director in the local coopera
tive purchasing association. This bas made it possible for the cooperative associa
tion to work closely with the production-credit association in furnishing supplies to 
farmers who are borrowers. 

How much production-crodit money comes into the cooperative association is 
unknown, but the tendency is for loans to be directed to the cooperative associ. 
tron. The secreta.ry~trea.surer of the cooperative is local agent for production
credit loans. 

It is of interest also that 19 of the 30 associations apply patronage 
dividends to the unpaid accounts of patrons. In most cases, however, 
this was equivalent simply to postponing issuance of common stock to 
patrons, since most patronage refunds have been paid in stock and the 
associations have seldom permitted payment of patrons' accounts 
witb stock. 

Methods of Marketing Farm Products 
In 1937, 15 of the 30 associations assisted farmers in marketing one 

or more farm products. Wheat was handled by 14 associations; corn 
by 8; other grains by 9; soybeans by 5; poultry and eggs, butterfat,. 
and livestock by 3. All 30 associations received wool from farmers for 
the Indiana Wool Growers, Inc. Cooperative canning and marketing 
of tomatoes was in its third season in one association. 

Under the predominant method of handling farm products the 
cooperative association buys from the farmer on the basis of market 
quotations and resells to central markets. Only two associations 
handled farm products on commission, except wool for which all the 
associations were paid 0.5 cent per pound handled. In the case of 
tomatoes, an advance was paid to growers when tomatoes were deliv
ered to the ea.nnery; the association supervised cannjng and mar
keting operations and made further payments to growers as proceeds 
were realized. Most of the grain was handled by purchllse and resale, 
and was stored in local elevators while awaiting shipment (fig. IS). 
The associations either operated on their own capital or were author-
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ized, in paying fanners for grain, to draw drafts upon a .. "nt,rnl brok
erage agency to which the grain was consigned. Orain ownt'd by th" 
cooperative is genernlly protec,ted by hedges made by the Indiana 
Orain Cooperative on the grain exchange. 

In 1937 wheat mad .. up 45 percent, and com 31 p"rct'nt of {arm 
products marketed by 15 associations for which sal .. 8 snd Il'ro ... 
income figures were available, &8 shown in table 9. or the 15 IIJ!IIO

eiations, 10 handled wheat at a gross loss, and 2 handl"d (.'.Om aud 
other grains at a loss. Especinlly heavy 10"""" on wht'at in 11137 
were attributed to lowering of grades on wheat shipml'nts at Rhipping 
destinations after the associations had purcllluwd from runners at 
higher grades. Average gross loss on wheat per dollar of .,tles was 
1.2 percent. On com average gross margin was I.Il percent; and on 
other gram, 8.7 percent. Soybeans produced a gross margin of 6.9 
percent. 

Livestock was handled by one association on an average grOllll 
margin of 0.9 percent, while gross margin on poultry Wa" 6.6 perrAlnt, 
and on butterfat, 8.3 percent. Average gross margin on totnl live
stock and livestock products was 5.8 percent. 

Managers of the 15 associations that marketed fann products in 
1937 held the opinion that cooperative handling of fann product. had 
increased their farm supply business Rnd that many fann"rs obtained 
their first acquaintance with cooperative purch89ing of these sIIpplio8 
through marketing contacts. In most of the counties that handle 
grain, farmers market through the cooperative association chiefly for 
the assurance of maximum prices for their product., but partly also 
as a means of paying account. created by supply purchasing. 

TABLE 9.-SALES VALUE AND GIlOSS INCOME ON FARM PRODUCTS 
HANDLED BV 15 INDIANA FAIlM BUREAU COUNTY COOPERATIVES, 
1937 

Value or ad. OroaJD~ 

Nom"'" 
Product bandic4 {)fa.o· P""""," PfOI'c.ont-elation Amount _'" Amount ..... """' ..... .....------ ---

Dt:JlleI'. p"""" DolJ4l'. Pnr.«ll VVbeat ____________________ 
14 567,301. 83 45. 0 .-6, 7M 119 -I. :: COrn _______________ . ______ 

8 392,599.25 31. 0 7.4211.60 I. II 
Other graio __________ • _____ 9 75. 899. 93 6.0 6,572. 81 8.7 SOybeans __________________ 

6 75, SOl. 27 6.0 4, 474. 62 6,9 
Livestock and Ii vestoek 

products _______ • __ • _____ 3 150,123.25 12. 0 8,643. 22 6.8 

I Touu. ______________ 
------ 1, 261, 425. 61 1100. 0 20,331.26 1.6 

I A minD." sin indicates groM loll&. 

Data computed by &be author from f'eOOI'da of ~ Indiana lanD bureau conat, eooperatb'& 



COOPERATIVE PURCHASING BY INDIANA FARMERS 53 

FIGURE lS.- A TVPICAL GRAIN ELEVATOR WITH SURPLUS STORAGE 

TANKS. 

In 1937 grain. accounted (or more than two-thirds of all farm products marketed by the 
alSociations. 

Of the 30 cooperatives 14 have tried to improve their earnings 
on feed and render more service to patrons by buying grain locally and 
mixing feeds to be sold to customers on a basis to meet loce.! competi
tive feed prices. (See p. 28.) Tbe associations reported that this 
service created a loce.! market for their members' grain. Although 
feed grinding and mixing services have been expanded in severe.! 
counties, the largest part of the associations' feed se.!es consisted in 
1937 of formula feeds purchased through the Indio.na Farm Bureau 
Cooperative Association. 

E"penses of handling farm products were reported together with 
other expenses in the audits of associations that performed marketing 
service. Managers of eight associations which had the largest grain 
marketing volumes in 1937 estimated expenses of marketing repre
sented from one-third to one-he.lf of tote.! expenses. The remaining 
associations considered their marketing expense relatively small. 
Since ho.ndling fann products ordinarily increased very little the asso
ciations' labor expense, this expense consisted largely of property 
overhead. Therefore, because overhead expenses are fixed while 
marketing se.!es and gross savings vary greatly from year to year, net 
income from marketing operations has been exceedingly variable, 
Md in severe.! cases apparently negligible. While net income from 
marketing is an important objective of the associations that provide 
marketing service, it should be noted that the service rendered farmers 
and the resulting benefits to farm supply business justify the marketing 
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activities even though the income from it may not in a parti .. "lar , .. ar 
appear large. 

Accounting Methods 
Systems of accounts and ree"rds are generally similar in th .. pur

chasing associations. . All but 6 of the 82 aRSO('iations have adoptro 
standard accounting forms and procedures submitted to thpm hy thl' 
Indiana Farm Bureau Cooperative Association at the timl' of t1 .. ,ir 
organization. As the cooperativl's have developed, the stan.lard 
system of accounta has been adapted in varying extent to moot I< ... al 
requirements. It, therpfore, now (1939) reflOl'ts to a conf<id"rabl .. 
extent the individual llSS(J{'iation's parti('ulllJ' needs Bnd offers a d .... 
sirable flexibility in a federation of locally govern .. d aAAO<'iationH.fI 

These standard forms are bll8('~ on the following requirements: 
1. Complete and accurate l'el'.ords of all business tran8R<'tions. 

These include purchase orders, sales tickets, bruik checks BII I'viden .. e 
of money disbursed, and statements .. .overing receipts and disburse
ments of cash from· sales, for expenses or opt'ratinn, and ror otl"'f 
purposes. 

2. A clear classification of all transactions in journal form. Spedal 
journals for sales and purchases usually are kept in addition to a gen
eral journal. 

3. Ledger accounts classified into _ts, liabilities, net. worth, 
incOme, and expense groupings. Subsidiary ledgers are kept and a 
control account is maintained for them in the geneTlllledger. 

4. Inventories taken semiannually or quarterly by employ_, 
being checked by the auditor or by independent apprai .... TS only 
through occasional check test. Periodic counting and pricing of in
ventories have a direct effect upon the process of computing groM 

savings, and henee the directors of the associations, in most instant'_, 
need to require that It more complete check of inventories be made by 
some independent party. 

A few of the associations keep perpetual inventory ree.ords in order 
to enable the management to superviee stocks more efficiently Itnd 
to prevent waste and losses. A perpetual inventory is valuable, 
but it does not replace the periodic physical inventory. 

Periodic Statements and Audits of Accounts 
Statements of the associations vary greatly in frequency, extent, 

and completeness. In 11of the 30 associations a financial report was 
prepared monthly by the bookkeeper or the manager for the directors' 
meetings. In the other 19 associations less frequen t reports were 
made. 

It For reprodoettom of somewhat afmllaract!lOtmtiDl' forma aDd. de-tel!ed apJaatloo 01 aaoo-rd IMtbodI 
0( _pin« tblWe I"tICOI'dI.- the reader:it I"td'ernId to Lister. 1. B •• COOPZUftV~ ru8CIIA. •• 1] '!1J1Wt.rfl. ft. 
1tUlI0l8 np 8t1!'I"LT co. £llD 1ft ... 1180 C01JliJI7Y co •• ~r_ 'arm CredIt AdmJabtnlloa. BuD. ZZ. 171 
~ mua. lQ38. Bee pp ....... 
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Most associations have gradually recognized the desirability of 
regular audits by outside accountllJlts. The State association has 
stimulatsd these demands for accurate auditing service by providing 
trained auditors whose principal duties are to assist the county 
associations at a standard per diem fee. Of the 30 associations, 14 
had quarterly audits in 1937 prepared by auditors of the State asso
ciation; 12 had semiannual audits, IIJld 4 annual audits. 

Financial and Operating Condition of 30 
County Cooperatives in 1934 and 1937 

I N ORDER to show the operating and financial condition of the 
county associations, an average balance sheet IIJld an average 

operating statement for 1937 and 1934 have been prepared based 
on data from 30 selected associations and from the 3 groups into 
which they have been divided (table 10). Averages shown in these 
statements are typical of the entire group of IndillJla county cooper
atives." However, since the fiscal years end at various dates, 
certain iteins on the average balance sheet, such as receivables, 
inventories, and current liabilities, are higher in percentages of total 
assets than they would be if all periods ended with the calendar 
year.'" Associations that close the fiscal year in the fall months, 
when selling and marketing operations are at the peak, have abnor
mally high inventories and current liabilities and low cash. Thus to 
some extent the average balance sheet does not appear as favorable 
as it would if all auditS were made as of December 31. 

Several significant trends are evident in volume of sales, cost of 
goods sold, income, and cost of operation for the 30 associations as a 
whole, and when grouped by commodities handled and services offered. 

Average volume of sales for all associations, including sales of 
farm products, increased.in value between 1934 and 1937 about 89 
percent-from a total of $120,580 to a total of $227,758. Of special 
significance is the fact that the general-supply business, that is all 
supplies other than petroleum products, has increased faster than 
either the petroleum business or the marketing of farm products, as a 
comparison of the percentages in table 10 shows." This trend is 
indicative of the increasingly diversified supply services offered by the 
county cooperatives to their patrons. 

That such diversification brings greater growth is ir).dicated by the 
comparative volume distribution of associations by types in 1937. 

n Compartson Of tbe avtrraP peI'(l8QtageI!I OD the averate OJ)Il&t1DI statement and balance 3heet. of 30 
assoclBtJona tor 1931, Bhown in tables 10 and U~, with the lrlmUar figunB for S2 associations In 1931, sbown 
in tables Sand 4. lndlca.tes the bigh},. l'epl"e8eDtative obaracter or the 36 selected &SSOCfations. 

n For UtllDp1e. in 14 of the 3D 85SOCiatiom, ftsca1 periods ended on Dec:amber 3t, in 7 011 November 3D. 
In1 on Ootober 3t. in 1 on September 30. and In 1 on August 31. 

.. COl:nP&n'l tablal.O wlth table2tor similarity 1n pEIlOODlapa o.t commodity sales by all assodatiOtls and the 
!!I8lectedaotn 1~1and l~ 



TABLE 10.-AvERAGE OPERATING STATEMENT, BY TYPE OF ASSOCIATION, FOR 30 SELECTED INDlANA FARM BUREAU COUNTY 

COOPERATIVES, 1934 AND 1937 8l 
19:H 1l1li7 

110m Type ot aasoclAtiOD 'rTPt of 8MOclailou 

30 eelected 3O!te*tMI 
8MOclIJ,"oOl 17 general a.s8OClattollI 11 wene"", 

supply 8 ilIathtlna 6 ptUOlaum supply 8 marketlnl lpollOlMIm 

Sall!tll: DoU",. Doll." DoU." DoIhu. DoU ... DoU .. , Dollar. DoU.,.. 
Petroleum supplies _ .••.•••••.• _ •. _ •••••• _._ ' .• _. __ .• __ ._., 41.367,65 38. 376..58 40. 7& 3J 62. 611. gg 87.2MUn .w.IMl.4e tf1. 2M. 01 ",381. n 
OeQera) Ilnu auppUee ..................................... ... 00/1. "" ao. ...... 77,140. 711 2), ...... U8. 4.61. 04 llo,mwe 171.401.32 et •• &I 
Farm produots marbttld. _ .•...... _ ......•.. __ . ____ ..•.... 23. It5, 82 10. ft33. 7ft M. 1S76. 10 _._--_ ... _-." 41. on. 62 8. •. " I .......... _ .. _ ....... , .. 

Total 001 ................................................ 12), !!IO. 2S 106. ZM. 7S 183.0711. 06 72. 781. 43 m. 71S&.7 178..561l. 14 S78.1lD.1JfS i 1.I ... IIUI , .'''1 a __ 

COlli of ealee: 1 
Petroleum supplies ••••••• ~ ____ •• _._~ •• _._ •• _. ___ • ____ w __ •• lO. 4A2. It -.m 18 :III, 7IlII. 69 38, m.sa ... m ... 44,1SIlO. 14 
O~D~ ratiO SUppllll!ls.. ••••• __ ._._. ____ • __________ • _______ .• 48.3ti.98 48, ....... ft6. 813. tl3 17.118. 61 101.817.42 ...... 36 ::::: .. ---:.:~-~ Fum products markoted •••• _ •• __________ •• _ •• ______ ...... 111.728- 'IS \\ m. 73 eo. 811. 41 ...... _ .... fl,_81 Itt. 373.88 

Tala! cost of saI.1. __ • ______ •• __________________________ .. 
100. .... 88 ....... " 157.333..13 &5. WI. 801 186, 371. 08 150. 52i. 38 1 334..711. 28 : l2lS.. ms. 011 

I , 
0.,.. tndlDr In«tme: 

14, 2&.1. eft I 13. 3OIO.:tI I ! 
hlroieum SUllpliOl .••• " ___ 0 ___ '_,._. H.- ___ •• ____ .... H •• ID. ina. fl .. 876. to 11.061. 41 l4-mOB I$. 123."'1 .t. ;M.0'il 
Gen.,,1 M.,m lIUPpU •.... , •••• ~ ••••• ~ ...................... 7,ft53. 80 7.618.80 100m. 72 2,1136.013 . 1,&13..«1 I"'I~"I a.rnn "107.%1 
.Farm products tnlU'n\t\d. _ •.••••• __ •• _ ••• ____ ............ _ '.317.011 «01. 0\ 3.711"". ....... ·1 1177.71 --1M. It 1,1.frA.31 .. ... 

i 
T'otallf"(ll!l tradlD1la~ ..... _ ............. "" _."'_ .. _._ 2), .... n 1& tOO. 01 .. ita $'2 .11._48 : 32, 431. 'I "''''''IS ""'''''1 "'''''':It Other OperaUDlltf,aom .... _ ••.• " •. "" ___ .". ". ___ ~~ •. __ ' ........ " 2\)1. '7 '.198. Q6 S,1M.. '11 ztliS I 1_.01 1.71:1. • 4-" till , 70.11 

I I 
Orce I"dh" ud oabv oporaUocl.JKome. ............... lI,m.M 18.Ml\. • 2'l',m,1IIl ........ ' ''''1111 $7 i "'7«11.1'1 48.277.: :11\5':"3.01 

O ..... tq UpeDII&.. ___ ~ •••• __ ••••• _._.'_ - ... -.......... ~ ... -.- .'7tU .• 11. 7lS.., 21.710. 3D 12. MI.. l1.m.eI! .874. 4. "11<L~ ! ""'_ .. 
N ....... I .. _ ................................ " .. 

, ..... n~.: .. ... "" ....... "'11'1 .• ..-.. 1· ...... 1 
7 •• _ 

Add .. --Otber iDCOUte ._ ....•••••••...• _ ........ _ .•. ___ .•• __ •.... ....1. M" ... SlI .• LKllt Lm., 2.l8I)l1! a._ . .,. 
DodUOO-O __ ...................................... .. ... 0 lit. 18 , ..... .,. .... .... f7 i aWl ..... "I.. 

N ....................................................... ......... ....1 ... 10 .. -- "'laD i .. -.. 7.Ot. 71 ... _- : .. -. , 
.~-. 

..... ~.'-.~~,~.,., ..... , .-.. ~-::;:::::;:",,~(~ , ,*""""lW 



PERCENTAGE OF BALES 

Sat .. : p,,- Ptfu'IIJ. 1',,_ P,,-cffll 
Pettolilum auppll61L ___ .• _ •••• _ •••••••••••• __ •••• _ ••••• ___ _ .... 36.' :<i, 72.' 
General ferm lIupplles,. ww •• __ •• _ ••••••••••• _ ••••••• __ • ___ ._ 4.6 .• .. .. ". 27.' 
Farm producu markeUld ___ ~ _____ u_ •••• _____ • ____ •• _____ • 10.3 lO.l "'.3 I····· .. ···· .. · 

Tota1_ ..•.•. _ ...................................... . 100.0 100.0 100.0 100,0 

26.2 . 27. I 16.2 52.0 
40.1 .d. '6.6 'U 
18.0 9.' 33.' --------------
'8.3 ... SIl.' 76.9 

Or.,.. tradlnllnoome. __ •• __ •••• ______ • ______ • _, ___ ._. __ ••••• __ 16.1 lUi IU ,.. I 
Otber opemUng inoome ...• __ ••. ______ •••••• ____ •••••• _______ •• 1.0 II 1.1 •• 

OrOll4l trading and other operating Inoome... __ ............ . 11.7 IS. 0 lli. :I .... 
Operating upcnso. __ .••. ____ ........ ____ ...•... _____ ...•.. ___ _ 13. (I 14.0 n.8 17.0 

. 3.8 3.7 ... ••• 
•• .8 •• .7 

•• •• •• .f 

... ~O U ~7 

I Includes coat of dellver), Into storage tanks flDd wnrohouae8, and P'ederainnd State tall:e8 OD motor fuels and oU. 
t A IDlnUJ !!Igo Indlcatea: a loss . 
• :Lew tblloll 0,) ,*OOllt of sales, 

Source of data; Recorda of tbe lndinllfl farm bureau oounty cooperatlv8I. 
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Avera.,"1! volume of sales in the 8 mark .. tinjr _;'1 .. "", in 19.11. 
because of their l!JX'Cialization in IIUpplitos as ... ,,11 as in fann p""h..-lA • 
... as more than double th .. avprage volum .. in th .. jCPtl .. nol",uJ1ply or 
petroleum typEs. The 11 gen .. ral ... upply _;'1 .. ",,. .• -jth 62 pM'-

C""'t of th .. ir a .... rage 1931 sal .... in ~ .. ral .... \,pli .... a .. d 3.1 pe ....... , in 
petroleum supplil'S and mlly 5 pel'n'llt in 'ann p""lurlA ...... no ....... nd 
in volume of sales. The 5 petroit>tun _iation,. •• -jth 40 Jll"I'M'f1t of 
average sales in general supplil'S and 60 pe ........ 1 in petroleum "111'1'1""" 
had the lo ... est average volume. Thus, gen .. raIlill .... of ""1'1,1;"" """,Ird 
to inerease volume, as shown by the comparnti\"(' """rating ,.tat('m('"I 
(fig. 16). 

The added volume ... hicb marketing ........... iali ...... han ;,. nol !IO 

signifie.ftIlt 88 it might at first appear. It 0011 ..... prin .. ipally from 
bandling the large grain crop that floods thelntliana market at harv ... t 
time. While these operations an- importanl 88 a ... rn...- to ral1llf'r8, 
Ih .. y an- limited to a short 8('ason in the fall Dlolltb&, and they do Dot 

onlinarily contribute as mueh to gro<lIl income in proportion to their 
dollar volume as do the supply sales. 

The cost of goods sold rep ....... nts the amounts that must be re
covel'1'd in the prices charged for them. The county coopenotiv .... 
through their State association's wholesale C"Ontl'lU'ts, ohtain supp'i ... 
generally at lower costs tban would be possible if lhey bsqzained indi
vidually. Thia has been true particularly of peln,ll'um prod .... ta, 
fertilizer, implements, tractors, fenoo, and binder twine. fo'rom year 
to year as the total volume of these supplies plll'<'h.......t by counly 
associations has heen inCl'l'asingly handled throu¢. Ih ... Stat .. ...-..-ia-
tion, the association has been able to control coslA by a gradual im
provement of its purchase contracts. Naturnlly, 80me enrnmoditiroo. 
such as feed, which her..tofore bave not b..en pUl'<'hased 110 fully throll~'" 

c=-...... 11-
.:::!.-...... ".,.",.,r--

FIGURE 16.-PERCENTAG .. OF 1934 
"NO 1937 SALES REPREJiElOTED 

BY PETROLEUM PRODUCTS, G .... -
E ..... L FA .... SUPPLIES, A!OD f ...... 
PRODUCTS. 

Gc.-neral farm auppr .. tcpn!Wfttm • coaald
cnbly lar~ proportloa 01 IOtaI uica Us 
19J7 dun in 1934. 
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the State organization, and such others as building supplies, for which 
price and local dealer arrangements are already well established, afford 
less opportunity for control of cost of goods by means of wholesale 
purchase contracts. Even in these commodity fields, however, the 
Indiana cooperatives have made progress in perfecting larg~ctlle 
purchase contracts through their central organization, and in 1939 
more effectively controlled the costs of supplies distributed. 

The combined gross operating income, including trading income 
and other operating income, averaged $34,490 per association in 1937 
and $21,377 in 1934 (table 10). These represented 15.1 percent of 
sales in 1937 and 17.7 percent in 1934. This decline in percentage 
came largely as the result of reduced trading margins in petroleum 
products, and was most pronounced, therefore, in the five petroleum 
8SSOciations. 

Gross trading income, which represents the difference between 
sales and e.ost of goods sold, reflects particularly the decline in trad
ing margins on petroleum products from 26.4 cents per dollar of 
petroleum sales in 1934 to 22.2 cents in 1937; but it ajso reflects a 
decrease in the trading margins on farm products marketed (table 11 
and fig. 17). This decline in the average rate of gross trading income 
was less sharp than might have been expected because the average 
trading margin on general supplies increased from 13.7 cents to 14.2 
cents per dollar of sales; .... d, more significant, because the average 
volume of such supplies was more than doubled. While the gross 
mo.rgins were about the same for such general supplies as feed, ferti
lizer, seed, coal, twine, and farm machinery, they were slightly higher 
for fencing and building supplies (table 12). 

Thus, while the associations had a lower average gross margin on 
larger total business volume in 1937 than in 1934, they provided a 
wider supply service in such general commodities as implements, 
electrical equipment and other building supplies, which tended to offset 
narrowing gross margins on the petroleum products. 

TABLE ll.-AVERAGE PERCENTAGE GROSS TRADING MARGINS BY 
GROUPS OF COMMODITIES FOil 30 INDIANA FARM BUREAU COUNTY 
COOPERATIVES, CLASSIFIED BY TYPE OF ASSOCIATION, 1934 AND 1937 

AUsupPlles PctrollHtDl sup- Omter'l:ll supplies Fann products 
pi'" Ntmlbi>r aDd t.ype of 

associatiom; I.,.. '1137 .... 1037 1'" 11137 193( 

-- --
General (17}--_______ 17.5 15. 7 25. 7 22.4 13. 6 13. 5 8.5 
Marketing (8) _______ 14. I 11.7 27.1 22. 5 14. I 15. 2 5.8 
Petroleum (;;) ______ • 23.0 18. 6 27.1 2L4 12. 5 14. 3 ------

Total (30) ___ •. 16.7 14. 2 26.4 22. 2 13. 7 14. 2 I 6.5 

1 A minUA sign indicale!! .. loss.. 
Data oomputM by t.~ autbor from. records 01' the Ind1&.na l&I'm bureau county cooperatives. 

18)224 *-40---6 

11131 

1-3.4 
2.2 

------
L6 
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avppli.' 

F.rm prodvett 

All cofftmodltlca 

"'ARM cRt·aUT AlJMINISTRATIUN 
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FIGURE 17.-AvERAGE PERCENTAGE GROSS TRADING MARGINS 1'0" ALL 

CO .... ODITIES IN 1934 AND 1937. 
Gron margin. on general farm lupplies increaled. wbile on petroleum auppliea and farm 

producu there was a decline. 

Conditions adversely affecting gr088 trading marginll occurred 
between 1934 and 1937. It appears that some a"""cilltiollll, to meet 
these changes, introduced supplies of generally higher mark-up which 
fllrmers wished to purchase, and thereby improved the average gI'OIlII 

margins earned on all their supply business-for example, from 14 
percent to 16.1 percent in one R880ciation. Other lIII8OCiations which 
did not adjust their supply business to meet changed corditionB, o' 
which had low gross earnings on farm products marketed, had lowe: 
average earnings. 

Other operating income consists mostly of income from grindilll 
feed or operating hatcheries, and of commiSllions on farm pro(h"''' 
marketed and insurance sold (table 13). The marketing a'".oeiatinJu 
were better prepared than the genernl-suPI,ly and petroleum 8I!I!Ocu.. 
tions for rendering such services. 

The average operating expense of the 30 association. amounted k 
13.9 cents per dollo.r of wee in 1934 and 11.9 cents in 1937 (table 10) 
This reduction came largely as a result of increased volume of busi· 
ness. Total operating expense increased 63 percent from HIM k 
1937, compared with the increase of 89 percent in volume in the samE 
period. 

The principal items of operating expense and average amounts 01 



COOPERATIVE PURCHASING BY INDIANA FARMERS 61 

each for the years 1934 and 1937 o.re shown in tahle 14 and figure 18. 
Combined salaries, wages, and commissions of all kinds, along with 
directors' fees and expenses were 65 percent of total expense in both 
years, truck drivers' commissions being about 28 percent of total 
expense. The remaining 35 percent consisted of general expense 
such as rent, taxes, insurance, office supplies, and depreciation. 
Outstanding was the high percentsge of expense for facilities in the 
general-supply associations, the high percentsge for warehouse and 
sales salaries in the marketing associations, and the high percentsge 
of drivers' commissions in the petroleum associations. 

After deducting operating expense from gross operating income, 
the net operating income averaged 3.2 cents per dollar of s"les in 
1937 and 3.8 cents in 1934. To this was "dded suhstantial amounts of 
"other-than-operating income" consisting chiefly of patronage re
funds received from the State association and dividends on investments. 

TABLE 12.-DISTRIBUTION OF 30 COUNTY COOPERATIVES ACCORDING TO 

GROSS. TRADING MARGINS ON COMMODITIES HANDLED, 1937 

1m gross margin per dollar or sales 
Assocla· 
lionsto- Loss O~ loro I lUro I 16ro ~~I~rol~ro~_ Commodity porting 4.9 {U IHI 19.9 2UI 29.9 :it.V: over 

Olnts cents cents cents conts <lCnts eeots ccnts 

Number of associations 

Petroleum supplies: 
Gasoline _____________ 3tl 0 0 0 1 25 4 0 0 0 
Keroselle _____________ 30 0 0 0 0 0 0 2 21 7 
Distillate Illld traeto-

lille ________________ 26 0 0 0 0 2 2 9 13 0 
Oil, grease, and alcohoL 3tl 0 0 0 0 4 10 11 4 1 

General fa.rm supplies: 
Feed a.nd flour ________ 29 0 0 7 14 7 1 0 0 0 
Fertilizer _____________ 29 0 0 2 21 5 1 0 0 0 
SCcd ___ ._ •• __ •.• _ .... 30 0 1 7 9 10 1 2 0 0 
CoaL._ ..•...•. _ .... 25 0 2 2 7 8 5 1 0 0 
Fence ________________ 

25 1 0 1 5 10 7 1 0 0 
Fa.rm machinery __ • ___ 25 1 1 10 9 1 3 0 0 0 
Buildillg supplies. _____ 23 0 0 3 4 10 4 2 0 0 
Twine. _______ . ______ 22 0 1 4 7 8 1 0 1 0 
Miscellaneous iWUlB. __ 3tl 0 2 7 6 7 6 1 1 0 

Farm I)roducts marketed: 
VVhcat __ .. _ ....... _ .. 14 10 3 1 0 0 0 0 0 0 
Corn ________________ 

8 1 2 3 1 1 0 0 () 0 
Other grains __________ 10 1 0 5 3 1 0 0 0 0 
Soybeans _____________ 4 0 2 1 1 0 0 0 0 0 
Livestock and live-

.took proQ.ueta. _ •••. S 0 1 1 0 0 0 0 0 1 

Data oomputed by the .uthor kom rocords gr [ndhwa, flll1ll bureau county ooopcmUve associations. 
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TABLE 13.-AVER.AGE ''OrnER OPERATING INco"Il." RECEIVv.n BY 30 
INDIANA FAR .. BUREAU COUNTY COOPERATIVES, CU •• IFIF.D BY 

TYPE OF ASSOCIATION, 1934 AND 1937 

I'" 
-

Trpe of ..-oefAtloD 
I .... ,---, - ,- - "'-~-cIAtlo ... 17 ! mlU'- 't:::: 

oW .... ........ "film, aupply 

--,---- -'-~- -
DeUM. _." Dol"'. -. l'1oIbJ" 

MlU'tetinr mmmlMkmll .. 149.81 "". n 100."" M7.11 
Ba_ ernnmisldoDl .,.. fit Jal.!O lW.M 171,39 

lfUlUhtnoc oommbBlomi __ u. I." --. _ .. -- If..n 1-..1\2 
Hatcbny income _ 141.8::1. _II ....... 02.117 
Orlndinr: tnoome. __ fin. D'3 418. 90 I, 02Q!.!1 ----- ... I. lift. '"' 
Other Rn'loe ioOOlDt1. JAZ.1i1 ..... 434 • ., 'i.n 1M .• 

---
'1'0 ... 1 other opefRtlnJln-

rome. _. ________ ;. _____ 1.211.11 I,IIIUM I'-.M. '17 :rD. .. 2. 0f10. 18 

- ' 
--_ .. _. 

I A minWl ~ Indkata. lotIB. 

Source at data: Reoordl «the Indlana.farm bureau county oooperatl, •. 

I ... 

T",.. ... 
----,--

.7 IIm.-.......... lu'llq ,""IuJlplr 
.•. -- .. - ----
1>011.,. Da//it'. 
.... M 370.71 
II(1.ID 'Ot,.. 
IM.M 111.rr 
1M. AI 

""' ... p. ""' .. 
174. UJ 211.D 

r--
I. WI. M .. -.. 
---------

,,-.,. ...... 
lJolJ." . ... .. .. ... 
1-1 .• 

17." 

Expenses and deductions of a nonoperating character, sueh "" illter .... t 
and sales discounts, were small (tahle 15) • 

. The average net incomes of the different types 01 .... ~."d"tinn" were 
higher in 1937 than in 1934 (table 10), and for the 30 "",.odati,m. in. 
come was nearly doubled. Average net income per dollar of sales in 
1937 ranged from 5.8 cents for the petroleum a .... ociatiollK to 2.11 c,ents 
for the marketing, and 4.2 cents for the 17 gelleml .... upply """"dations. 
These rates were generally lower than tho"" eurned ill 1934 except 
in the general-supply associations whicb showed a smull incr_. 

It is apparent that there is considerable variety among the COI/Ilty 
associations in ways of rendering supply and marketing servi"' .... 
and that this fact accounts in part for the varied "peruting results 
shown by their average operating statements. It is significant that 
although the average rate of grOl!8 operating in('.ome per dollur of sales 
declined from 17.7 cents in 1934 to 15.1 cents in 1937, improvements 
in other forms of income, and reductions in rates of ""p"n"" resulted 
in almost as high an average net income rate in 1937 as that earned in 
1934. 

Distribution of Net Income 

Indiana county purchasing associations use their net income, as 
prescribed in their bylaws, to pay dividends on preferred and common 
stock, and to make patronage refunde. Dividends on preferred stook 
are detennined by the directors but may not be paid in excesB of 6 
percent per year. It is provided tbat in ease preferred 8tock or cer· 
tificates of debt are outstanding, the directors sball set up a fund for 
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their retirement and shall add to this fund each year when possible. 
After deductions for dividends on capita.! stock and for debt retire
ment, the bylaws specify that the direetors may place annually into 
surplus an amount to be determined by them, but not exceeding 25 
percent of the balance of net income remaining after the above pro
visions, and that they may contribute to a fund for educational, pro
motional, and organization work among producers of agricultural 
products. All remaining net income is to be used for patronage 
refunds which may be paid in cash, in common stock, or in certificates 
of indebtedness to producers of agricultural products. The issuance 
of common stock is the predominant method of distributing earnings 
to patrons. Nonproducer patrons may not receive refunds. 

Distrihution of the net income earned by the 30 associations from 
their 1937 operations is summarized in table 16. Cash dividends paid 

17 GENERAL SUPPLY ASSOCI ... TIONS 
Warehouse Repai,.. and and Edue.tion L6" 
GeneNI M.sintenanee 

Truclc.ins 
Office .nct General 
S.rvica I:Jcpcnu 

M.n~.mlUt S.'an,,'" 
Commi •• ions 
Tr.vel 9.1% 

8 ASSOCIATIONS 

FIGURE IS.-PERCENTAGE COMPARISON OF MAJOR. OPER.ATING EXPENSES 
FOR 30 COUNTY COOPERATIVES, GROUPED BY TypE, 1937. PETRO
LEUM TRUe" DRIVERS' CO .... ISSIONS WERE THE HIGHEST hE ... 



TABLE H.-AvERAGE OPERATHIG EXPENSES FOR 30 hIDIANA FARM BUREAU COUNTY COOPERATIVES, CLASSIFIED BY TyPE. 

1934 AND .1937 

Uem 

--". 

Mu.nag(\r's salary", _______ '" _ '" __ • ~ _. _ ... " 
Offioo ... I&rl ........................... i 
Warehouse and salca salaries anQ Wft.KI.'rL 

Truok driv0l'81 oommissiona ..... ___ ~ ~ ~ _." . 
Spl'cial sales aommi88iona. _ ... ___ ... ___ w V ¥ • _ 

Dirootora' fOOl and expon808 __ ._._ .... 
~nt ________ ._ •.....••••••••••. _. __ 
Tax .. ' ••••••••••••• _ ••• _ ••••••..... _ .. 
humrsu('fL •• __ ••• ___ • ___________ - . - -
Rt"paira and SUppli~8_. ________ .. _" __ " .. 
Il,·pn·eiation ••••... .~~~----~--- .. .. 
)tlioo 811ppliee and postaKt' ____ . ( 

H 
1 
A 
I 
T 
T 
Ba 
A 
o 

' .. .. -

('at, light, powt'"r. and "'t\tt'r .. ... 
\~.h.·phoue and koll'((faph. ____ . 

• - + --

dvertising and donatiuns. w _ w ~ • · . . . 
':ducation and orgnni.8tion~ ___ ._ · - . -. -
rav-..l.,xpeWJt) __________ .. , _"_. · . . . 

r~.~::~':.;::::::::::::::::.:::::::::: :1 
"diU,,\!. __ •••• -- .................... 1 

1034 

Type 01 usoclatioD 
3Ofl)I(I('ttd 

I'l.SS(lclatltJWI 11 1(en.ral 
lupply 8 marketiDe 

DoUg" Doiklr, Dolla,. 
1.727.40 1.733.96 1,888.36 
1. 196. 90 1,307.8Q 1. 526. 70 
3.035. 95 2. 878. 58 4. 712. 50 
4. 791. 63 4,4.')7.0.') .. 540. 79 

135. 87 15.;. 24 1I1. 58 
181. 51 143. 58 276. 09 
317.51 S1l7. 96 2110. 70 
971. 02 812.08 1.431. 11 
434.93 417. 82 576. 87 
240. 41 2\)). 92 431. 42 

1.21\.51 1.097.79 1.771. 86 
2110.87 218. 57 367. 68 
411-l. 74 414. 66 804. 22 
1M 54 169. 81 216. 84 
204. 79 202. 13 248. 23 

6.5. 95 74.29 67. 84 
63.71 57. 48 23. 07 

679. 18 52& 33 1,379. 07 
174. 91 121. 73 3S4. 71 
63.99 71. 48 129. 79 

30 selet'ted 
IUlklClalloQS 

a lMIlroleum 

Dollan DoIlar~ 

1.447.55 1.916. 61 
292.70 1.561. 00 
8S8. 55 5. 910. 44 

6, 330. 1\6 7. 664. 81 
\08. 91 431. 28 
157. 69 186. 25 
168. 8S 405.31 
77&.25 2. 01.2. 61 
266. 03 849.75 

6.5. 67 434.62 
701.62 1.846. 24 
233. 82 «0. 72 
91. 82 784.50 

158. 93 248. 48 
144. 31 373. 06 
34.54 79. 20 

149. 91 153. 83 
72. 24 1. 1:,7. 04 
20.00 2'J8. 3.; 
53.27 79.91 

"'" 
Type!!' of aaeoclatiOD 

-----~---

l7l«"nf'tal 
SUJlllh' 8 m.rlllUna 

.. --~------
/}oIla,. lJoIlan 

1,811.24 • 2.428. 7d 
1. 621:l M : 1. 743. 47 
4.6S9. 16 10.646.43 
6. 873. 32 1,619.93 

401. :;S 516. no 
Hili. 03 2411. 98 
572. 46 24,;.32 

1. 761:l 95 2. 91I,i. 1\.; 
821\. \0 1. 123. 110 
30s. 0:; 91>1. 63 

1. ;,40. 68 2, 87:" 53 
3s4. 96 6.',6. 00 
,;M2.29 i 1. 599. 31 
212. 39 36>1. 37 
316. 2M :..\\.20 

71\. 74 \l'.!. 37 
BO.87 162. :;0 

764. 32 2, :;00. 73 
153. 00 4.;\. 49 i 
72.36 113. Ifl 

• poIrOloum 

DoUttt. 
1,455, 
1.038. 

40 
30 

2. 48.5. 21 
10. 331. 6 \) 

2 
6 

96 

395.1 
86. 6 
9"1. 

1. 55t1. 1 8 
491 01 

90. 54 

" 1\ 
1. 23M. 2. 

201.>. 7 
1611. 33 
179. ;l: 
297. 

59.7 
09 
o 
3 
9 
> 

153. 4 
19.'\ 3 
127. .\: 
51 39 

Iher ............................ _ ••. ~ 32& 211 263. 04 559. 97 179. 38 : 433. 67 ; 3.'>3. 77 745. 97 20.'\. III - I 
Total oporalinR •• po ...... __ ....... Iltl. 7M. 69 i1a, 715. 30 ,21.710. 30 :12. au 6327. 237. 68 ,23, 67<&. U 138. 71~ OIl 20.990.3 
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TABLE IS.-AVERAGE "OTHER INCOME" AND "OruER EXPENSE" OF 30 
INDIANA FARM BUREAU COUNTY COOPERATIVES, CLASSIFIED BY 
TYPE OF ASSOClATION, 1934 AND 1937 -' ,.,. 1037 

Type 01 assootauon Type of &SBOOiatlon 
ltom 30 30 

"""""'- '7 ~. 
""""",. .7 • • tions ...... ' 

:;;~' . 
""'" ....... -.... I:~ ,",ply supply Ing 

1-
Other £naome: /JoIku. Do/1IJr8 DclUu. DclUu. DoUma -Rent- ___ • _____ • ________ •• _. __ 3j . .w ..... ..... '02. 37 16. '1S --------

Dividends on Investments. ___ Uj(},89 1:13.61 217.86 '17>.'" .... 7. "'.54 ...... 17"'6 
Patronage refunds. _______ .• __ ,621.95 558.21 531.13 _00 1,a8.83 1.409.45 1.li8l.~ l,3f9.S9 
Other. __________ • _______ • ____ 61.90 .. 87 sa" .... I3&. 74 ,40." '3<." 121.51 

- --f---
Total otherinoome ____ • ____ .• "'"- .. ....... ...... .. Lao l,043.1Q 1.932.CH 2,180.71 1,601.18 

Other ~ and deduclIons; 
Interest. _ .. ______ . _______ . ___ 387.75 389.14 4.IM.86 2U.8li _74 ...... 54.7.95 193.86 
Sal. discounts. ___ .' _____ • ___ 117.68 ...... 179.87 ..... '''''-76 ,17>." l!76. ., .U7 
OtlMlt. __ " ___ •. _______________ ".m ..... 7Il. .. -------- 22.95 "'1lI U'13 ~77 

Total othetexpanse. _______ ...... 613.18 7 ..... 271.88 .3"'7 <18.00 .... ... Me .. 

TABLE 16.-DISTRIBUTION OF THE 1937 NET INCOME OF 30 COUNTY 
ASSOCIATIONS 

Item Amount --ottotal - -Total net income in 
1937 ____________________________ 

259,908 100. 0 

Dividends on preferred stock _____________________ 3,334 ----------Dividends on common stock _____________________ 23, 549 ----------
Total dividends on .capital stock ________________ 26,883 10.4 

Balance of net inoome _______________________________ 233,0"25 89.6 

Patronage refunds paid in cash ___________________ 54,314 ----------Pa.tronage refunds paid in stock __________________ 131,934 ----------
Total patronage- refunds paid ___________________ 186,308 71.7 

Balanq;. of net income to surplus _____________________ 46, 717 17.9 

on preferred and common stock absorbed lOA percent of their entire 
net income. The rate of dividend paid on preferred stock was 
customarily 6 percent, although a lower rate was paid when net earn
ings were small with the baiance of the 6 percent rate accumulating 
as prescribed in the bylo.ws. 

Tbe associations have not followed the practice of appropriating to 
surplus a d .. finite percentage of their net income left after declaring 
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dividends on (',apitAI Btot'k. Their usual prot'",lu", is 10 ,1"I"nnin .. 
how much (Ian safely he distribulro to patrons as ft'rlll~ds alld I!'avl' 8 

margin for addition to surplus. InlU!mu('h as pat,rollngl' r .. rund. ar@ 
made chi .. fly in common slO<'k. th .. (,XlOp!'rativl'8 have t.,nd .... to hI' 
Iib"ral in 811Ch distributionH in r .. lation to til .. amount of dffilribul,ab)" 
n .. t income. 

Total patronage refunds paid hy th .. 30 11._)"iatioIl8 for 1937 00-

oount .... for 72 pereent of tll!';r nl't illf'<>me in that yoor. The la~t 
llIDount of refund paid to any individual by o.n lI.8SO('iation WWl $210. 

After dedncting dividends on capital siock and pntronnge ft'funds, 
about 18 pereent of the net income remainro to be (',amed to surplns. 

or the total patronage refunds in 1937. th""" pnid on ('ommoditi<'8 
in gf'neral at a flo.t rat<' 8(',('ountf'd for 91 p"rrent of the tol,,,I. of which 
81 percent was paid in ('ommon sto('k and 19 p"Tr!'nt in c..,.h. Sp""inl 
refunds on fertili"Rr Imd petroleum products made, up the remaining 
9 percent (to.ble 17). 

Twenty_v!'n associations made patronage refnnds on thf'ir gl'npr"l
supply sales, 9 paid both cl1.~h and common stock and 18 ('Dnllnon 
stock only (table 17). In addition 11 associations paid sp"cial rf'fundll 
on fertiliz .. r, 9 of them in cash, 1 in cash and in stock, and I in 8tof'k, 
Thr"e 8S8Ociations also paid special mlllnds on pptrolcum suppli .... , 
the first paying entirely in """"', the Bf'filnd .. ntir .. ly in stock, and 
th .. th,ird half in cash and half in stock. When such specio.l rerund" 
o.m paid upon sal<'8 of partirular (,Dmmoditit'S, the (',ommrnlities do 
not share in the rerund distributed upon gen"ral sales of supplies. 

Most goo"ral refund. w"re mad" at ratt's ranging from 2 p"Trollnt to 
8 percoot; 14 of the 16 sp""iol r"funds wpre paid at rott's from 4 
percent to 10 ppfCRn t. 

In paying pat,ronage refunds in eo.sh most a.ROCiations takp into ron
mderation each patron's debts to the cooperative. Cash patronage 
refunds are OC(lasionaUy withheld until a patron's 8('AlOunt is paid, or 
the refund ffi applied directly to the account. Refunds in stock are not 
applied to unpaid accounts: but issuance of sl1ch stock to patrons 
whose accounts have remained unpaid for ext<'nded periods is post
poned by a few associations. 

There has been no marked change in methods of paying patrono.ge 
refunds in the past 3 y .... rs. However, the a"""ciations have been 
adopting wadually the practice of paying part of all refunds in (''()m
mon stock. One IlSsocffition paid half of its 8utho"" .... 1 1937 refund. 
in common stock and the other half in credit cards or due bills, which 
pennit the patron to purchase supplies to the extent of the amount 
of the crt'dit refund. These credit cards may be used also by the 
patron to pay acoounts with the coopt'rative---in fact, if he has 
accounts due at the time pntronage refund slips are made out they 
are generally creditf>d directly to his account. 
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TABLE l7.-PATRONAGE REFUNDS PAID BY EACH OF 28 ' COUNTY 

ASSOCIATIONS IN 1938 FROM THEIR EARNINGS OF 1937 

A~nD i."Odt> number- Total 

1 __________________ _ 
2 __________________ _ 
3 _________________ _ 
4__ _ ____________ _ 
5_ _ ____________ _ 
6_ _ _____________ _ 
7 _________________ _ 
8___ __________ _ 
9 _________________ _ 
10 __________ _ 
11__ _ ____________ _ 
12 ______________ _ 
13 _____________ . __ 
14 ______________ _ 
15 ____________ _ 

18 ___ • ____________ _ 
19 ________________ _ 

20 
21 ______________ _ 

22 
23 ____________ _ 

24 
25 ______________ _ 
26 _______________ _ 
27_ _ ____________ _ 
28 ______________ _ 

Dollan 

352 
1,000 
1,529 
1,579 
2, 133 
2,605 
3, 093 
3, 140 
3, 307 
3,718 
3, 730 
4,032 
4, 186 
4,412 
4, 635 
5,460 
6, 195 
6,277 
6,282 
1, 736 
9,305 

10,000 
1l,048 
11,657 
12,076 
16,066 
16,206 
24,549 

Refunds on general 
supplies 

c ... Stock 

Re1Unds en 
fertUi%.er$ 

Refunds on 
petrolloum 

Cash Stock. Cash Stock 

DcUcr" DoUm. Dolton IkUor. 
214 138 ___________ _ 

'1,000 _________________ _ 
1,529 ______________________ _ 
1,196 ______________ . ________ _ 
2,133 _______________________ _ 
2,605 ________________________ _ 
1,094 519 ____________ 1,480 
3,140 L _______________________ _ 
3,000 307 ________________ __ 
3, 718 - _____ ------ --- --- _____ _ 
3,507 223 ________________ __ 
3,727 305 ________________ _ 
4,186 _______________________ _ 
4,189 223 _________________ _ 

2, 551 2,084 
_ _______ 5,480 
________ 6,195 

2,957 3,320 
1,835 4,447 
3,868 3, 868 

________ 7,447 
_ _____ '10,000 

4,935 5,913 
5,81l 5,846 
2, 759 2,759 

_______ 1->,579 
_ _______ 13,1M 

8, 677 14,462 

____________ 1
1
858 ------

200 _________________ _ 

956 ______ 2,283 2,283 
487 _________________ _ 

3,052 _________________ _ 
______ 1,410 ___________ _ 

TotaL _ _ _ __ _ _ 186,308 33,776 135,558 6,486 1,548 4, 141 3,763 

12 or tbe30 ~atlons paid no patrona&e refunds rOT 1931. 
I Estlmnted by mCmatrefS. 
, TWs assoclation .'11M paid 8 spcclal refund on feed hRndled from the cardooramounting to $614.ofwhlch 

balf was paid in eash and halt In stock, and a special cash refund on 000,1 handled from the CDr door 
lUllountloa'to "22. 

nata complWd by the author from reports or the Indiana farm bureau rounty cooperatlw!s~. 

Relationship Between Volume of Business and Operating 
Results 

Usually the operRting data of merchandising businesses, such as 
rates of gross income1 expense1 n.nd net incoDle, vary to some extent 
in relation to the volume of business handled. Table 18 shows the 
extent to which this relationship exist<>d in the associations hy types, 
as revealed when these it<>ms are expressed in percentages of sales for 
tIle associations grouped according to volume of business. 
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TABLE lS.--GROSS OPERATING INCOME. OPERATING EXPENSEO, AND NET 

INcoMES .N PERCENTAGE OF SALES FO .. 30 INDIAN" FARM RUR~AI' 
COUNTY COOPERATIVES, CLASSIFIF.D BY TYPE OF' OPERATION AND 

VOLUME OF SALES. 1934 "NO 1937 
--~~---- ---------" ------_.- .. --_. -- -- -_ .. -----.... 1m 

.-- --' ._- . -"- .-
bURl" In ",olumP fir Mk Nnm· 0""" OJl!'fal. N ... Num· Ow. o, ...... t· N .. II .. , or lJfM'f'at- hrr or oJ",ml-

inrn· In· 1111"" In· n._K'l- fnllln- """",I· hilI' In· 
!ltiunll "Imp 

, ....... l'!I:lmP I 
"UonJl ....... pt·n ... ....... 

_. 

11 gen.rakrupply """""i· 
atioJl8: 1 

Leso than $50,000. __ • 
1m"" 

2 20.7 
1! 20.8 
• 17.9 

" 17.3 

$.';0,000 to 1100,000 ... 
$100,000 to $150,000 .. 
$150,000 to $200,000. 
5200,000 to $2.';0,000 •. __ . . 
52,';0,000 to $300,000 • 

. .. 

1m"" 
14. 8 
15. 8 
la 7 
15. 1 

----

1m"" 
6.0 
6.3 
4.7 
2.2 

.- . - - --

. . . 
1 18.6 15.3 
6 18.3 15. « 
4 18. a la 0 
6 14.3 11.9 
I 16.5 12. 7 

-1--- - ---------------------- ----

4. I) 

a9 
6. I 
3, I 
4.4 

AveragP J __ _ . 11 18.6 14. 9 I 4.0 11 16.1 13. a •. 2 
==i--=----=:==-~ 

8 mBrketing aS8ocia-
tions:' 

Leo. than $50,000.. I 20." 20. 7 • 7 .... ____ .. ' ... 
$50,000 to $100.000 ...... ____ ••• __ •••••• _. __ ....... " ••.. __ . 
$100,000 to $150,000.. 3 16. 6 la 1 3. Ii __ •. __ ......... . 
$£50,000 to $200,000 • 2 15." 11.7 3. 7 1 
$200,000 to $2,';0,000 ........ __ ... __ ..•. __ .... 2 
$250,000 to $300,000 .... __ ..... .. __ ... ' .. 
$300,000 to 1400,000.. 2 14. I 10. 1 a Ii 2 
$400,OOOto$500.ooo .... __ ....... .. I 
$;;00,000 t" $600,000.. __ . .. .... ____ .. ... __ • 

19.3 
12. 1 

12.8 
19.2 

14. 7 
11.3 

10.9 
13.6 

$600,000 to $100,000.. ... . ....... __ .... ...... 2 
---I--f--I-

9.9 1.9 

4.9 
I. I 

2.3 
6.2 

2.9 Average·_ ...... 8 15.2
1

11.8 a5 812.710.2 

5 petroleum a88ocia~ =1
1

' === ==~ 
tiona: I 

Leo. than $50,000.... I! 20.8 16.1 6.6 .. 
$50,000 to $100,000.. 3 i 24.6 18 . .'; 6. " 1 i HI.9 Iii. 0 

$150,oooto~2OO,000 _____ . ..... . 1 21. 6 14. 9 
$250,OOOto$300,000.... ... __ .. '. I 17.2 12. 7 

-----1 -
Average· ....... 523.411.0 6.7 5 18.6 13.7 

6.8 
5.2 
7.5 
5.4 

5.8 

$100,000 to $150,000.. I 61.6 14. 0' 7.4 2lli7.7 13.4 

A~~=~~~ral~~;.-'=:==::===l=:r:i 15.1 11.9 -;: 

1 Within eftt'h tYJJe-«l'OUpo( aMOt"IalloMoonsldfTable dlffM'r>n~nttUJ' tn the propflrtJom; t/! lIB," rrt ... vloufl 
kina .. of supplies to whfch tht> ItJ'IiM mflridru and I'lO!lI.J of dilitributtol] apply. Thr"." dUJ.-rf"nOl'S lJ(nlQJlt fOl 
tbe wide VfU'1atl~ tn 1lf0SI m~lm; and operatiDlf t!X('IPfJJ!II1 wltnln fl'flUpa. 

J Arter additklo of otber-than-opE>ratin~ mroDle and dl'ductillu of [)I,J}t~UrtJ npPruIP 
): Weip:bted BVerql'S obtalnt'd A& peroontacea croup totala 10 doflata were ul101a.l18Jm: .• 

Data ClOIIlPUted by the aotbor (fOfD recwdl or I:nd1aoa fI:rm btDwa coant,. eooperaUt'M. 
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The rates of gross operating income tended to decrease with in
creased volume in all three type groups. However, this tendency was 
not entirely consistent in anyone group, since the proportion of differ
ent services and supplies, provided at different gross margins by indi
vidual associations, varied in the volume groups. 

Expenses in percentage of sales were generally lower in as.~ociations 
with higher sales volume. This tendency suggests that increased 
~fficiency accompanied rising volume of business. However, in view 
of tbe exte'lt of variation in types of business done, this trend was not 
so pronounced as to discourage small-volume associations from con
tinuing their efforts to eliminate unnecessary expenses. 

It is important to remember that petroleum associations had from 
60 percent to 75 percent of their total business in petroleum products 
as compared with 33 percent for the general-supply associations and 
20 percent or less for marketing associations. Truck drivers' com
missions was a large item of expense on petroleum business; therefore 
the petroleum associations had tbe highest average expense rates 
c.ompared with averages for llS..'IOCil1tions baving larger total volume of 
business but smaller proportions of petroleum soles. 

Net income in percentage of sales varied considerably for different 
types of nssociations but showed little, if any, apparent relationship 
to volume of business. This variable character of net income rates 
probably was the result of the influence of generally declining rates of 
gross operating income ond reduced rates of operating expense, to
gether with rising volume of business and variable composition of 
sales. Since these various factors produced this result, the influence of 
volume alone on rates of net income cannot be separately observed in 
table 18. 

Analysis of Average Balance Sheets 

Total assets of the 30 associations in 1937 amounted to $1,649,419, 
or an average of $54,981, as compared with an average of $32,312 in 
1934 (table 19). Current. assets, consisting of such items as cash, 
accounts and notes receivable, and inventories, represented 62.2 per
cent of total assets in 1937 and 57.4 percent in 1934. Cash averaged 
$2,527 per association in 1934 and $4,250 in 1937. Accounts and notes 
rec,eivable increased from an average of $5,400 in 1934 to $10,452 in 
1937 and average inventories increased from $10,210 to $18,957. 

Total assets of the nssociations in 1937 were about 66 percent higber 
than in 1934, while receivables almost doubled in amount, and inven
tories were increased by about 8'5 percent. With current assets in 
1937 a larger proportion of total assets than in 1934, and fixed asset 
n smaller proportion of total assets, the associations in transacting a 
much larger volume of business were turning Over their capital more 
frt'quentiy and utili7.ing operating facilities more efficiently. 



70 FARM CRF.IlIT AnMINI"TIt.\TION 

Total otber aart.a ••• __ • __ • ___ ~"~"";;"I=~;"'I"~;"";*=;;;"';;"I=';;"';:;=I"';;"~ 

Total ~/Jtti'- ---------- --J=:"':;;';;'2~~';;:;;;;;"~';;;';;;;;~1 
Cnm.mt IlAbllltlM: 

7.241 ft,t14 ..... , ... 
. 

42.-~ "I' in, 719 ~ M.PflI fUKIl 
=. 

Acrounta. paYAble. __________ •• 2. Qf.8 
No .. payable .• ______________ 2.&11 

Oth.L ......••••.••.... f..-'" -:---=+-'--:c:-I--~:.+_:_-'-_I_...:....:.+.:.:.:...:...I-~ 
TotAl rurrmt llabHitlel. _ . _ 8, 1i02 

'. ".. 3,l92 ..... t. 717 
a,fl.1O U" ft, JWli '.:m a.;uo 1.100 ..... .... 

II,I'I"N 7. f'fl1 ".m ~7'111 
Noncurrent IlabiUtiel!l ____ ••. __ ..• __ 3.* !'!.M1 •• 7IlO .,_14 ..... .-----

16. 97ft to,7tf1 :vi,IM2 ..... 
..... .. ... , 
tU'1f."i ... -..... .. .... 
7,013 ..... 

18._ :M.WI 

",m 47.Yli 

p,,- --•. 0 11.. 
'6.2 "' .. .... "' .. ••• 1 .• 

DoJi4" 1JolJG,. TJol/4U lJoll4r. LIIIIllIn DoIih,. j lJoll4n TltJIhrn 
AmonntoftotaJuaebI. ___________ .''.lf'M.m .,218 '~_~Io.r..w 1!.~".419 1l1l.11fl 'TZ,6,1.'t2 • ..-4118 

Sooro8 of data. BecordJ: of tb& Indiaoa fanu bute~ county OOQPi!nItjva;, 
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Other assets, including investments, accruals, and p~ayments, 
were doubled, and they increased from 11.1 percent of total assets in 
1934, to 13.2 percent in 1937. 

Total liabilities of the 30 associations in 1937 amounted to $509,278, 
or an average of $16,976 per association as compared with an aver
age of $9,842 in 1934. This 1937 average was made up of $11,629 of 
current items and $5,347 of long-term obligations, principally mort
gages. Measured as a percentage of total assets, current liabilities 
in 1937 represented 21.2 percent; and noncurrent liabilities, 9.7 per
eenf..-approximately the same percentages as in 1934. The fact that 
fixed assets in 1937 averaged 24.6 percent of total assets while non
current liabilities represented 9.7 percent indicates that on the average 
abcut 40 percent of the present value of facilities has been financed 
with long-term bcrrowings. 

The net wortb or equity of members of the 30 associations in 1937 
totaled $1,140,141 or an average of $38,005 per association. This 
consisted of capital stock averaging $25,550 per association and 
reserves and undivided savings averaging $12,455. These combined 
represented 69.1 percent of the average total assets of the associations. 
It is of illterest that reserves and undivided savings alone amounted 
to 22.7 percent of the total assets. 

Comparison of Average Balance Sheets by Type of 
Association 

Size and percentage composition of average assets va.-ied con
siderably for the associations wben grouped by types (table 19). At 
the close of 1937, average assets in 8 marketing associations were 
$90,719, or more than twice the average for 17 general-supply and 5 
petroleum associations. 

Sinlilar variations existed among the 3 types in their average 
amounts of current and fixed assets. The 8 marketing associations 
had average current assets of $60,187 compared with $24,721 and 
$25,006, respectively, in the 17 general-supply and the 5 petroleum 
associations. Also, the 8 marketing associations had average fi.~ed 
assets about twice as large as the averages for the other groups. The 
percentages that current and fixed assets, respectively, were of total 
assets in the 3 groups did not vary greatly. 

Other assets were about 50 percent higher in amount in the 8 mar
keting associations than in the general-supply and petroleum associa
tions, but they had only 10 percent of the total in other assets com
pared with about 15 percent in the other 2 groups. 

Current liabilities of the marketing group averaged $25,728 as 
compared with $7,007 and $4,786 in the general-supply and petroleum 
groups, respectively. Average noncurrent liabilities were also higher 
in the marketing associations. In terms of percentage of total assets, 



72 .'ARM ell~;"iT Ai'~tlNi"TitAl'I"N 

the eUITI'n,t lilthiliti,,,, in I,hose group" wern .. "II.idmllhly <lifT""'nt, hut. 
the ""Trenlages of noncur..,,,t liahilities were about ('qual. Total 
liabilities in the marketing group in 1937 ropl'lll'e"ted 39,3 I>"..,ont of 
their assets compared with 25,5 and 20,0 perl'Ollt, r""ppl'tiv"ly, in the 
general-supply and petroleum ~ups, B.,..nnse of chang .... in liahili
ties, these figures varioo notil'eably from ('omparable dnta ror 1934, 

liB a result of the different proportions of Iiabiliti .... , the ""t worth of 
the three groups in pere,entage of total as"ets varied in both years. 
The marketing associations had oet worth amounting to 60.7 per"'A)lIt 
of their assets, wbile the general-supply and petroleum aM"l'iations 
had net wortb amounting to 74.5 and 80 per ... ent, rr,sp" .. tivl'ly, of 
their as'Mits in 1937. Lower net worth perrent.ag<'8 ror th" mnrlwting 
associations may hI' I'xplained hy temporarily I"rg .. curr"n\. li"bilit,i .... 
incurroo in connl'Ction with their Illarketing serviCI'S. 

Comparison of Financial and Operating Ratios by Type of 
Associa tion 

For the purpose of further comparing the operating and financial 
characteristics of the 30 associations and of the 3 type groups for 
1934 and 1937, certain financial and operating ratios are presented in 
table 20." These ratios have been calculated from the avernge 
figures appearing in tables 10 and 19. 

Current assets averaged about $3 for eaeh dollar of current liahili
ties in the 30 associations in 1937. The highest average current ratio 
was 5.22 to 1 in the petroleum associations and tl!p lowest wns 2.34 to 
1 in the marketing type. A decline in the mark"ling """""iations' 
current rotio between 1934 and 1937 may be attributed largely to an 
increase in current liabiliti .... 8S a result of JITIlin purch ........ made 
under short-term loans, In the other two groups, average currl'nt 
assets were increased more than current liabilities betwc<·n 19:!4 and 
1937. The increase in the average current rotio for the 30 ll88OCifl

tions was not large between the 2 years. 
The amount of working capital-excess of current I1Il8Cts OVer 

current liabilities--Cor eaeh dollar of total assets ranged in 1937 
from a low of 38 cents in the marketing associations to II high of 49 
cents in the petroleum grouP. with all average of 41 cents for all 30 
associations. Between 1934 and 1937 this ratio in{'reW!ed for the 
30 assoeiations lIS a whole, and also for tbe general-supply and pe
troleum associations, but declined for the marketing associatiollll. 
In 1934 the marketing associations ranked higbest with 45 cents of 
working capital per dollar of assets, but in 1931 the petroleum _ 
clations were highest with 49 cents. 

U The rattos 10. table 2D WeR seJect.ed tram a number b.mllDfJDly u.ed 10 tlnandaJ IUld OI*stiq 
analpea. 
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Combined accounts and notes receivable per dollar of current 
assets in 1937 were highest, 34 cents, in the marketing associations, 
and lowest, 24 cents, in the petroleum associations, with an average 
ratio of 31 cents for the 30 associations. Little change occurred in 
this ratio for the 3 groups between 1934 and 1937 except in the 
petroleum group which recorded an increase from 20 to 24 cents. 

TABLE 20.-AvERAGE OPERATING RATIOS FOR 30 INDIANA FARM BUREAU 

COUNTY COOPERATIVES, CLASSIFIED BY TYPES, 1934 AND 1937 

I ..... 11137 

*'~ 
M. 

~a ~a ii ~. 

~~ !a 00 ~.§ IteUl.>! l'OTllpanod .g "'.9 ~5 • .9 ... .- 00 

~i .. ~~ ,,- !i.9 ~~ 2'" e~ ... 
\~:" &1 ii -; Sa 'Sg o~. s§ ]g 
~"S.~ .0 iiI-a-3 .-~ ~ ~ .. ~ 

~ ~ .. ---I--- ----
Lumtnt llL'fI(Its per dollar of cllI'renl liabiUtial!L _______ .... .. ,. ass 2. .. .. 53 2." .... .... 
Working capital per dollar- of total assets ____________ ... . .. • 37 . 37 .42 .38 ... ... 
Accounts IUld not\'lS rceelvsble per dolLw of currt'Dt assets" __________ . __ ..• _____________ . ______________ ... .33 . '" ... ... .S< ... .31 
Accounts and notes I'tlceivable per dollar of sal8S. ____ .Of ... ... .Ill .Ill . .. . .. .OS Xet worth per dollar or total RS.-~ _________ •• ___ .___ _61 .72 .71 .70 .7' ... ... • flO 
N., w""h "'" dol!", 01 'otal H •• ili ................... 1. os "58 .'" .,. 2.112 I." '.00 ,,2< 
Salos per doUar- of tntall1S5('ts_ _ ______ ________ __ ______ 3. 72 3.87 .... 3.,. f.ZI •. Ii 3. 7 • .. It Ke' income per dollar of tow assets. __ ________ ______ .15 . ,. ... . 15 .1 • • 12 .22 ... 

Data eompor.ad by the author from records 01 the Indiana fann buroou county cooperatives. 

In 1937 total receivables represented about 5 cents for each dolla.r 
of sales in the three groups of associations. The only change between 
1934 and 1937 was an increase in the petroleum associations' receiv
ables from 3 to 4 cents for each dollar of their sales. This change, 
like the rise in rec.eivables of petroleum BSsociations in relation to 
their current assets, was the result of a more liberal extension of 
credit on petroleum sales. 

The amount of net worth per dollal' of total assets averaged 69 
cents for the 30 associations in 1937. The 17'general-supply an\! the 
5 petroleum associations had net worth of 75 and 80 cents, respec
tively, per dollar of total assets, 8Jld the 8 marketing associations 
had 61 cents. There was an increase between 1934 and 1937 in this 
ratio for each group except the ma.rketing associations, in which a 
.Iodine resulted temporarily from their 1937 marketing activities. 

The 30 8Ssociations had $2.24 of net worth per dollar of total 
liabilities in 1937 compared with $4 in the petroleum, $2.92 in the 
gelleral-supply, and $1.54 in the marketing associations. This ratio 
increased between 1934 and 1937 in all groups e.,'<cept marketing. 

Sales of the 30 associations per dollar of total assets in 1937 aver
aged $4.14. This may be compared with $3.74 in the 5 petroleum 
associations, $4.17 in the 8 marketing associations, and $4.23 in the 17 
general-supply units. .All groups increased this ratio between 1934 
and 1937. 
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Net inr<Jme per dollar of ....... tI! in 1937 ran~Nf from 12 oontl! in 
the marketing .......... intinns to 22 ,..ent" in thl' petroleum ~llP, with 
18 ceotl! in the 17 gl'nl'rsl-<ll1pply KSSOrintinn., and an av .. ~ of 16 
centl! for the 30 ll88ocintions_ There was nn rhsnj!t' in this ratio for 
the petroleum assoriat,ions in 1937 rompal'Nl with 1934, only a 
slight decline for the marketing associations, hut the 17 !tl'n .. rnI. 
supply associations inrreased their ratio of net income to tnt",1 
_tI! by about 20 perrent botween the 2 years_ 

In genernl, there was improvement in th""" ratios betwl'en 11134 
and 1937_ Exceptions occurred, how .. ver, in th .. ratio of tot..,) ,.,.."iv
abies to current IL88etl! and to sales, fl'sperti..-.. ly. which .howrd a 
slight rise for petroleum """""ciations, and in th ...... tio of n .. t wnrth 
to total liabilities, which showed a 8111all d .. ~lille in the marketing 
group attriblltllble to speeial conditions_ 

These financial and operating ratios roll""t cHnMid",,,bl,, variation 
in the operating and financial character of the 30 .... , .. ..-i .. tion .. _ 

Financial and Operating Conditions of Individual Associations 

It has been shown, in general, that the :JO B8S0<'iations vary in finan· 
ci .. 1 and operating condition because .Jiff .. n",,,es oc.cur in age, effi
ciency of operation, types of territory served, commodities handled, 
and degree of membership support_ The extent of this individual 
variation is shown in table 21, which summarizes the distrihution of 
the associations for 1934 and 1937, in (1) the net value of their 888CtI!, 
(2) the v .. lue of their sales, (3) gross in .. ome in perrenlage of sales, 
(4) operating expenses in perrent.age of sales, (5) the ('.ombined ...... 
aries, wages, and commissions in percentage of sales, and (6) net 
income in percentage of saIes_ 

It is significant that 11 of the 30 associations had total _ts in 
1937 amolmting to $50,000 or more, while in 1934 there were only 4 
such associations_ Moreover, 6 of these 11 IIBSOCintions in 1937 were of 
the marketing type nnd 4 were of the general-<mpply type_ N ntllrally, 
larger investmentl! in facilities have been required in associations that 
undertake to render varied cooperative services than in those that 
handle narrower lilies of supplies, like petrol .. um productl!, that r811 he 
distributed by tru"k direct from bulk stations_ 

This tendency is further illust .... ted by the fact that the four aAAO"i ... 
tions that had assets amounting to more than $100,000 in 1937 were 
all in the marketing group_ 

When arranged according to the volume of their sales, it developed 
that in 1937 there were only 2 associations with sales of less tI,an 
$100,000, 14 with a range in sales of from $100,000 to $200,000, and 
14 with sales that exceeded $200,000_ It will he noticed that the 
grouping of the associatiolls in respect to their volume of sales in 1934 
was almost exactly the reverse of 1937 conditions, since 14 _iations 
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had total sales in 1934 ofless than $100,000, 14 ranged between $100,000 
and $200,000, and only 2 were above $200,000. Marketing associa.
tions accounted for 7 of the 14 cooperatives with sales of more than 
$200,000 in 1937, and 5 of these had sales in excess of $300,000. 

In 27 of the 30 associations, gross income per dollar of sales in 1937 
was Jess than 20 cents, whereas only 15 had gross income of less than 

TABLa 21.-RANXINC OF 30 COUNTY ASSOCIATIONS, CLAsSIFIED BY TYPE, WI'rR REFER.
ENCE TO SELECTED FINANCIAL AND OPERATINC DATA, 1934 AND 1937 

SOassocla- 17 "eneral Smnrketlng til)0troleum 
tions a..'I:SOciatfons asrociations I'I.SISOdations 

Typ& and range 01 comparison 

1_ 1937 19M 1'937 1934. 1937 IfJSt lim 
-----------I·-·I--I--I·-~-------
Net value of BSSGta! o to $1),9911. __ •. __ • _______________________________ 1 ° 0 • • 0 0 ° $10.000 lo $19.999 _____________________________ • __ • 10 ° • • 1 • • 0 1:20,000 too S29.911IL _______________________________ , • • • 1 • 1 • $30.000 to $39.99!L _____ • _________________________ , 7 2 • 1 1 , 2 $40.000 to $49.999. ______________ • _______ • ________ • • • • 2 1 • 0 $50,000 to S.W.99IL _________ • __________________ •••• 1 2 • 2 1 0 0 ° $6(},OOO to m.s ____ ._ ..... _______ . _____________ 1 , • 1 1 2 • 0 m.ooo to m,M _________ ._. ____ . __ . ____________ 1 2 1 I 0 0 • I $80,000 to 189.999 ______________ • _____________ • ___ • • 0 0 0 0 0 0 

$9G.OOO to $9P.iI99 ____ ••• _._ •• __ •• _ ••• ___ ._ •••• ___ 1 0 • ° 1 0 • 0 $100,000 or DlOlIl. _ • __ •• _________________ • ___ • ____ __ 0 • • • 0 • • • 'Total.... __________________ • _____________________ 

'" '" 17 17 8 • • • 
Value of sales: Under 'IOO,OOIL __________ • _______________ • ______ ,. 2 • 1 1 • • 1 $100,000 to IJ99,119IL __ • _______ • __ • ____ • __________ 

" " 8 ,. • 1 1 • $21)).000 to $299,999_ •• _________________ ..... __ . __ • • 0 • • 2 0 1 .$300.000 or more. _ . ______________________________ 2 • 0 0 2 • 0 • ------TotaL ___________ • ___ ._ • ______ • ____ • __ •• _, ___ ._ .. '" 17 17 8 • • • 
Gross income in ee.nts par dollar of sales:: o to ".it ______ . __________________________________ 0 • 0 0 • 0 • • li to 9 .• __________ ._. _____________ ._ • _____________ 

° 2 • 1 0 1 ° 0 10 to 14.0. _ • __ • ____________ •• _________ • ___ • __ • ___ • 7 2 2 • • 0 0 16 to 19.9. _ •• _________ • ____ ._. ___________ • _______ ,. ,. 7 12 • 2 0 • 20 to 24.9 __________ • _______ • ________ ._. ________ ._ .. 3 7 2 • 0 , 1 26 to 29.9 _______________________________ • __ • _____ • 0 1 0 0 0 1 0 30 to K9. ______ • ______ • __ • ______________________ 
1 0 0 0 ° ~ 1 0 

TotaL ______________________ • __________________ f-ao .. 17 17 8 • • • 
Operating espeosee.in cents per dollar or WIl8: o to 4.9. _. ____ •••• ___ • __ • ________________________ 0 0 • 0 0 0 0 0 o to D.9 ____ "" _________ • _________________________ • 

1 • • 2 1 • 0 0 10 to HI.9 _________ • _________ • ____________ • _______ 17 ,. 11 10 • • 1 • 15 to UI.9_. ____ • _______ •• ________________________ • • , • 1 0 • 2 20 to 24.9_. ______________ •• ___ • __________________ • 1 • 1 1 • 1 ° Total_ . _______ •••• __ •• ___ .• ____________ . __ • ____ .. '" 17 17 8 • • • 
&l6rles, WRPI. and comtnissions In c:ents Jl'l!r dollar 

or sales; Oto4.l}. _____ • ___________ • __ • __ ••• _______________ 0 2 0 1 0 1 0 0 
s ti) 9.9_. _ . ___ • ________________ • _______________ ._ 19 18 11 SI 7 7 1 2 
10 to IHL • ___________________________ • ___ • ___ ._ 11 10 6: 7 I I () 4 3 

Total_._. ___ • _______ •• __ ••• __________________ • .: --;--;;-~~ -.-" -.---. 

Net income to oents per dollar ot!8les: Loss. ______ .. ____________________ .• _____ •• ______ • 3 3 1 2 2 1 () () 
000 JJL _______________ • _________________ • ___ .___ 1 B 1 1 0 2 0 0 
2103.9. ____________________ • _______________ .____ 11 .. 7 2 3 :1 1 : 
tto&.1L. ____ •• ________________ • ________________ • ~ IS 3 II 2 2 0 1 
fiw7.1L ....... ______ .___________________________ 7 i a ::i! 1 1 a 
8toIlJL ______________________ .__________________ 2 1 1 I 0 0 1 : 

10 to 11.9_. -.-- •• ------ •• ---•• - ------------------I--=-l.I-_O:..,_.:.l.I--=-O.I-_:..0f_.:.O.I--'-O+-_ 
Total _____________ .____________________________ 30 30 17 11 8 S 10 S 
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20 cents in 1934, In other words, of tho 15 M80t'iatioml that eaml'd 
gross income in 1934 amounting to 20 cents or more per dollo.r of th .. ir 
salea, only 3 earned B8 much in 1937. Of the 12 associations with 
lowered gross income, 6 were in the general ... upply group, 2 were in 
the marketing group, and 4 were in the petroleum group. The tend
ency toward lower average gross income per dollar of 881"" in 1937 may 
be explained by decreased trading margins on certain 8uppliee and alse 
by the fact. previously stated, that the associations betwoon 1934 and 
1937 generally expanded their volume of business more in the geDl'rai 
fann supplies that have lower gross trading margins than in those like 
petroleum supplies which brought highest gross tm<iillg margins, 

Operating expenses of the associations per dollar of salM rangpd 
from 5 cents to 25 cents in both 1934 and 1937. There was a wndeney 
for the operating expenses to decline betwoon tbe 2 years, lUI Ahown 
by the fact that tbere were 7 assoeiations in 1937 with pxpellses over 
15 cents per dollar of sllles compllred with 12 associatiolUl in 1934, 
while 5 had expenses under 5 cents in 1937 compared with 1 in 1934, 
This downward trend in expenses per dollar of sales, which WI\8 par
tially accounted for by smaller proportions of 88lee in petroleum 
products (table 10), took plnce chiefly in the petroleum and market
ing associations. Only 1 of tbe 6 geneml ... upply associations with 
expenses per dollar of sales Over 15 cents in 1934 had I""" than that 
amount of expense in 1937. 

Total salaries, wages, and sales commissions paid by the associations 
comprised about two-thirds of their expenses. In 1937 theMe experuoes 
for personal services ranged from less than 5 cents to 15 cents per dollar 
of sales. There was little change in the rate of these expenses between 
1934 and 1937, except that 2 associations which had personnel expensee 
per dollar of sales above 5 cents in 1934 were below that level in 1937. 
These 2 associations were general~upply and marketing associations, 

. but 1 petroleum association had lower personnel expenses in 1937. 
Net income per dollar of sales in 1937 WB8 above 6 cents in 5 associa

tions, between 4 and 6 cents in 15 B880Ciations, and leBB than 4 centM 
in 10 associations. In 1934 there were 10 associations with net income 
per dollar of sales above 6 cents, only 5 888OCiations had net income 

., between 4 and 6 cents, and 15 had less than 4 centM. Although 5 fewer 
associations in 1937 had net income per dollar of sales above 6 con ts, 
there were 5 fewer with net income bolow 4 cents. The tendency for 
net income to be concentrated between 4 and 6 centM per dollar of 
sales in 1937 was present especially in the petroleum and general
supply associations. Five of the 8 marketing units had 1_ than 4 
cents of net income per dollar of sales in both years. 

The above compllrisons of operating data for 30 individual associa
tions show, in'general, that they increased their total assets and 88IeA, 
that they earned smaller gross inr<>me per dollar of salP.8, bu t a11!O had 
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lower expenses per dollar of sales in 1937 than in 1934. The result 
was that rates of net income of more than 6 cents and under 4 cents 
per dollar of sales occurred in only h&lf as many associations in 1937 
as in 1934, while the number of associations with net income hetween 
4 and 6 cents increased from 5 in 1934 to 15 in 1937. 

Conclusions and Recommendations 

COUNTY fann hureau cooperatives in Indiana have two outstand
ing characteristics-they are owned and democratic&lly controlled 

hy agricultural producers, and they provide farmers with fairly com
plete farm supply and some marketing services. The increasing 
volume and complexity of their services have confronted the associa
tions with a number of conditions and problems that have been 
presented in this study. For the purpose of pointing out the major 
needs of the associations, the findings of the study may be grouped 
under the following heads. 

Membership.-The associations can benefit from more effective 
membership work among patrons. Not more than one-fourth of &II 
farmers in Indiana have patronized the associations exclusively. 
There is an opportunity to show more farmers that cooperatives are 
a profitable part of their production organization and that benefits 
from cooperative activity increase in proportion to participation. 
Most of the cooperatives would get good results from developing more 
cooperative interest among their sm&ll-volume and part-time patrons. 

Information developed by this study indicates that &II the associ
ations have an opportunity through their annual meetings for creating 
more interest and pride of ownership among their members. A few 
associations have held interesting meetings by combining educational 
and social features with the business program. Addresses have been 
given by agricultural leaders and educational films displayed. More 
attention might be given to distributing information on develop
ments in agricultural cooperation outside of Indiana and to the par
ticipation of cooperatives within the State in these broader activities. 
The State association offers assistance in planning such programs. 

Leadership.-The associations generally have had as directors men 
who are leaders in the farm bureau program. Many of the directors 
are also capable in business affairs. With the increasing complexity 
in the business of the cooperatives, however, more directors with 
business training and experience are needed, who will study the activi
ties of their cooperatives and formulate better plans for building the 
associations into more efficient business units. The associations 
should see that directors are reimbursed for their time and expense 
liberally enough to draw out their best efforts. 
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ID general, county manllgl'l'S bave boon men witb initiative and 
ability. A few _iations, however, bave aU"l\Iptro to o.,..rate 
with unqualified manllgl'l"8. Dinlctors I\IU8t n>alize that .... u..-tinjl; a 
manllgl'r is one of the most important ... ts thpy penorm for th.v 
.......,.,jauon. On..., a manager is in 0111,.." the di ...... tors should .tlpport 
him by regular attendan..., at meetings and by familiarity ,.-itb his 
problems. 

Suppliu Aafldled.-Tbe B880Ciations have shown oonsidpmhle vari
ation in tbe suppli .... handled. Some have rcstri"ted thpir opemtion. 
largely to a few main commoditi .... , such M petroleum products, f ...... , 
seed, fertilizer, fencing, and binder twine. (\>rtain miRct-llanro\lll 
supplies sucb as serums, feeders, harness, and poultry equipmmt are 
usually distributed. A ·number of cooperatives bave expandPd thpir 
services to building materials, bardware, fann impl('m('nts, tractors, 
ooal, and electrical wiring and appliances. However, the bulk of the 
business of all associations has been OOl1fined to the commoditit. 
listed first. 

Before increasing the number of supplies bandied, it might be well 
for dinlctol"8 in the individual associations to ask whether the expansion 
will be made at tbe sacrifice of efficient operation in linea almady 
bandled. First, bow efficiently and completely bas the association 
been able to develop sales in tbe commodity fields already entered? 
Second, how well are the employees equipped to provide effectivs 
service in tbe new fields? For example, efficient business servi" ... in 
farm machinery usually requires a small beginning with specialized 
training of employees in the problems of these commodities. Third, 
is the association in a position to finance new commodity depart
ments? Generally 8S8Ociations should enter new supply fields ad
visedly and only wben they bave enough capital to provide the 
basic financing of the undertaking. 

Territury.-A large part of the associations' service consists of 
direct contacts with farmers at their farms. To establish satisfactory 
contacts requires that, so far as possible, sal .... men and otber service 
employees be assigned territori .... which can be intensively worked on 
a definitely arranged route system. More attention should be given 
to developing density of sal .... in all sections of the counties in both 
number of patrons served and number of farm 8upplies sold. Since 
associations are already located over most of the State, intensifying 
of sales efforts in the counties offers tbe 888OCiations their greatest 
opportunity ror growth. 

Operating e.f/kieney.-Tbe 888OCiations can in .. reaae their savings 
for patrons by increased operating efficiency as well 88 by greater 
volume of business. Shrinkage in bandling petroleum products b ... 
been excessive in many associations. Constant attention to keeping 
equipment in good repair and accurate adjustment, a daily inventory 
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record and more exact requirements of employees in recording sales 
transactions and measuring supplies are effective methods of stopping 
excessive losses. More careful purchasing of miscellaneous supplies 8.nd 
more ra.pid turnover of stocks will reduce costs. All the associations 
can increa.se their efficiency by closer attention to sound husiness prin
ciples such asc ontrol of credit to patrons and purchase on a cash basis. 

As the associations have grown and undertaken to handle additional 
supplies, the problem of providing attra.ctive arrangements for displ8.Y 
of merchandise, especially by a.ssociations that carry a wide variety of 
supplies, has become more important as a meB.DS of increasing sales. 
The neatness and good lighting of the interior and a good external 
appearance are essential. The condition of stores and warshouses 
can be made an asset without great expense, and this contributes, 
along with efficient and prompt service by employees, to building 
confidence and respect among patrons. Only a few associations have 
attempted to present displays of merchandise. Generally a small 
display space in front of a storeroom can be arranged so that supplies 
in current demand can be bronght to the attention of the patrons. 

In general a.ssociations that opera.te only from bulk warehouses do 
not store their merchandise compactly and in such fashion that 
patrons can readily observe the variety of supplies offered. 

Oomrol of credit.-There has been some tendency in recent years 
for the !lSSO<"iations to e."<tend credit more freely. Although average 
receivables at the year-end have been kept below 10 percent of o.nnual 
sales in the associations as 8. group, in individual associations consid
erable amounts of operating c.a.pital are regularly tied up in patrons' 
accounts during the busiest seasons. A more restricted credit policy 
could profitobly be adopted in practically all associations. Some 
credit, however, may be necessary as a short-time convenience to 
patrons. Farmers do not get their supplies at the lowest cost when 
credit expense must be added. 

Unpaid a.ccounts should be classified periodically by age, to enable 
the management and diIectors of the associations to measure the 
effect of credit operations on their opera.ting capital and expenses. 
The member can then see the disadvantage to himself of extensive 
credit. For farmers the facilities of credit unions a.nd production 
credit associations are available. Full use of these facilities enables 
ma.ny county coopera.tives to utilize their operating capital to the 

. greatest adva.ntage and the individual patrons to obtain supplies at 
lower cost. At the so.me time it puts the cost of credit on the indi
vidual in proportion to his credit requiIements. 

The associations also have an opportunity, of which they have not 
taken full advant4ig8, to acquaint farmers with proper use of coopera
tive credit. They, furthermore, eo.n often assist the cooperative credit 
unioIl8 in instructing farmers how to provide for their lolUf oapital 
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needs at reasonable costs, and also help fanners to berome b"ttElr 
acquainted with production credit ~iatiOIl8 which. are intended to 
become farmer-owned. 

Emplnyee slandardB.-The chat'8<'ter of the employ_ of a coopera
tive ~iation is vital to ite 8u('",,,,,,,ful operation. Although 80me 
of the cooperatives have BCC{)mplished more than others in training 
their employees in cooperative principles and in Bt'.{''''ptable methods 
of meeting customers and completing sales tranSBt'tiona, there is 8till 
much opportunity for improving their efficiency in these I'tlRpects. On 
the whole, the county associations have employed youn!/.' rural people 
with some previous business training and experience. However, the 
county associations may still expect marked gainR in their !!ervi .. .e to 
farmers when their employees, especially those engag,,-<I in BIll .. and 
distribution work, obtain more complete knowledge of commodit,ies 
handled and effective methods of presenting cooperative opportllnitietl 
to patrons. Directors of most of the cooperatives also neM to work 
more closely with the managers in keeping informed about the 
efficiency, tmining, and promotion or diemiasal of employees. 

Marketing sm>ices.-Marketing operations have sIIppll'IDented farm 
supply services in 25 """""iations. Their in .. .ome from murketing has 
been relatively low and bighly variable. The experien .. .es of these as
sociations in marketing indi('ate that it is nooeseary to have men in 
charge of these operations who have bad marketing experience in the 
commodities handled and to train employees more thoroughly in mar
keting procedures. It is al"" eXP<'dient for local boards of directors to 
require managers to sell all grain the day it is purchased or to hedge 
it immediately. 

Branches consist lIu'gely of grain elevators which al"" handle farm 
supplies at country points operated under the general 8upervision of 
the county associations. Operating results in a number of associa
tions having branches indicate tbe advisability of determining care
fully the economic need for a bmnch before one is established and the 
importance of careful supervision by the branch manager. 

Improving systems oj record keeping.-By adopting the standard 
accounting system developed by the State association and through 
regular advice from audito1'8 of the State BSSOCiation, mOtlt of the 
county associations bave already greatly improved their bookket'ping 
practices. However, the audits for a number of 88HOCiations do not 
provide certain valuable information, such 88 a record of gross trading 
income for individual commodities and shrinkages for each type of 
petroleum product. Furthermore many of the audits do not provide 
for adequate itemization and segregation of expenses, and other essen
tial operating information. 

Most associations do not make a clear distinction in the cl ...... ific ... 
tion of income received from operations (other than trading) and in-
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come derived from nonoperating sources. It would seem desirable 
that all income from operating services or transactions, such as 
income from sales of insurance, weighing, grinding, and storage serv
ices, together with special commissions received on goods and services, 
be shown on the operating statement as an addition to the gross 
trading income before expenses are deducted. Furthermore it would 
be beneficial if other forms of income of a nonoperating character, 
such, as patronage refunds received in cash or stock, interest income, 
and miscellaneous other earnings not directly connected with the 
operations, were to be shown on the operating statement as an addition 
to the net operating income. This method would make possible a 
clearer understanding, by both auditors and managers, of the gross 
trading income on commodities, of other operating income, and of 
the other-than-operating income, and would thus be conducive to 
better management. 

Methods oj paying paJ.ronage rifunds.-The county associations 
have employed different methods in distributing patronage refunds. 
Generally patronage refunds have been paid in stock. The cooper
atives ~hat have issued rofunds in common stock and paid regular cash 
dividends on stock have conserved their cash for use in expanding 
operations. It is anticipated that many of these associations will 
redeem their common stock in cash in the order in which the shares 
were issued when their cash reserves exceed their requirements for 
operating capital. This revolving-fund system is to be encouraged, 
sinoe it insures that an association will be financed by those who are 
making use of it. 

Part·icipation in the Staie a8sociation's program.-Approximately 80 
percent of the purchases by county associations in 1937 were made 
through the Indiana Farm Bureau Cooperative Association. A larger 
percentage of purchases would permit the State association to ohtain 
greater savings in wholesale purchasing for the local associations. 

Many of the county cooperatives eould benefit from making greater 
use of services and information of the commodity specialists of the 
State association on local sales methods and selling problems, and of 
district meetings sponsored by the State association for study of 
methods and problems of supply distribution. 

General appraisal.-This study indicates that the county coopera
tive associations have made considerable progress during their 15 
years of development; but that there are many ways in which their 
operations = be made more efficient. As .. whole the associations 
have developed a sound basis of cooperative operation adapted to the 
needs of Indiana farmers and based upon a democratic form of organi
zation where full knowledge and control is !,-vailable to member 
patrons .. They are therefore well prepared to continue to improve in 
efficiency and service to patrons. 
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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 .... 



Other"'Public~'tions"AtailabIe; 
, 'fu a~dition to, th~ bUll~-, the follo~~: publi~a:tions -ot the F~_~'~it.:'-

Administration may be -of interest to farmers' purchasing c<X?PeFatives:~' " . -' . 
,.-.',:"-' '"~.: 

:.",,: .'. ," 

"'-"',:. 

Accounting Prin.eipleS foi- Coa~ra-ti~~'_Co~t~ 'Gi~ ~~tiO~',_ 
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Membership Reiations Of CooPeqidve',~~~iorts 
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:Farmers' Purchasing ~i2tions m:"W~fu': ,--\:,' ,:" 
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Parmers' Mutual Windstorni lnsurAne;e Comparue.-"" ,', '" - " 
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The Surplus Problem: fu::;~ Northeast:em. Milbbeds . 
BuUetin No. 24, lA/ami SPtnar ' - , 

, ' _, .-' _ l_ _, • ,~_, , 

Relative Prices to- ProdUOOr5, Uni1er' Selected 'I'YPes of .Milk Pools 
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A Statisticiu Handbook of -FarmertJ~ -~rati~ " .. ", 
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, Cooperative Purchasing 'Through the -niinois -Far~ Supply com,3' .. ·· 
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Other Publications Available 

Cooperative. Milk Marketing in LouiAvl-lte 
BuUr.tin No. 32, Wm. C. U-'d4tn _ -T. G~ Stull 

Cooperative M.&r-ketinc of Fleece Wool 
Bulletin No. 33, J- M. C .... 

Cooperative MArketing 01 Liveltock at Cincinnati 
Bulletin No. 34, H. H. H.u..n 

Liveetock Auction 8.te. in the United Stat .. 
Bulletin No. 35, C. G. Rawhll ... L. B. Mantl 

Butter Mark-eti~ hy Cooperative Crearn.e-rin in ch. MidJI. W .. t 
BuUetin No. 36, Paul E. Quintu ... mid T$ G. Sllib 

Cooptrative Egg and Poultry Auc.tion ~i.tioN 
Bulletin No. 37, John ]. &anUm aNI &7 W. LmnoTt_ 

Early De-velopmenu in Coopet"ative: Cotton Markedn. 
Circular No. C-10l, O. W. IInmtmIIf tmd CUltiu Gllrdtln 

Organ.i.:tation and Operation of C".ooperadve Irripdon Comptni .. 
Circular No. C-102, Will. A. H""hi.. . 

Western Cattle and Sheep A.n: .. 
Circular No. C-I03, L. B. Mann 

EcOnomic AnAlyoia of Ba ..... ininll Probletrul of Milk Coop.!rod_ 
. Circular No. C-I04, T. G. s .. u.. aNI W ... C. W,ld ... 
Refrigerated Food Lockers; a Nevv ~rative: 8erVw. 

Circular No. C-107, L. B. M ... 
Orpnizing Parmers' CooperativM 

Circular No. C-1I18, S. D. s-ur, 
Organiz.ing a Cooperative Cotron Gin 

Circular No. C-l09, Otis T. W ...... aNI U. If. P",uU 

Marketins Fruita and Ve,e'table. Cooperatively 
. Circular No. C-1l0, M. C. Ga~ 

Co.-ope in Agriculture 
Circular No. C-ll1, Frmt:b M. lip, 

Development of Cooperative Cotton Ginni,. 
Circular No. C-112, 0"..,. W. II,""""", 

Fanners" Retail Petto!eWD AseociatioruJ 
Circular No. G-lll, Jo.uph G. l(""pp .... F,."d. M. J/pI 

Crushing Cotton8eed Cooperatively 
Circular No. C-t14,]ahn. S. BflTt#ls~J'. 

Organiut.ion Struct-ure of Pa.nnerat ElevatoR 
Circular No.. C-l15, llarfJld H. Hl!dgts 

Cooperative Market.ing of Dairy ProdLlCU 
Circular No. C-116, Harry C. Tre/0lan mut Fmd M, 1/yu 
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