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Summary

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

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

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

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

w



SUMMARY v

Membership in the associations is imited to individuals, firms, and
corperations that are engeged in some phase of agricultural production.
Membership is based on ownership of at least one $5 share of common
stock. Usually a share can be obtained only through participation in
patronage refunds. It therefore represents substantial purchasing
through the association, The associations have approximately 50,000
members, and at least an equal number of other farmers ars well
along in the process of acquiring membership,

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

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

Credit may be extended on sales to patrons, Aceounts receivable
at the end of the year ususlly amount te less than 1¢ percent of the
total sales of farm supplies. One-fourth of the associations have
developed a service for assisting fermers in obtaining loans from
production credit associations and from county farm bureau credit
unions. ‘This has relieved these cooperatives to some extent of their
credit problems and has contributed to educetion of patrons in the
- benefits of using cooperative credit institutions.

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

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

The associations’ net income amounted to more than half a million
dollars in 1937. Although the rate of gross earnings on sales of sup-
plies declined from 1934 to 1937, both because margins were lower on
petroleum products in 1937, and because larger amounts of general
farm supplies were handled at margins lower than those on petroleum
supplies, expenses were also reduced. Thus a more diversified group
of commodities with relatively lower gross margins was bandled,
but increased volumsa with resulting lower expense per dollar of sales
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bronght the average net operating income to nearly as high & per-
centage of total sales in 1937 as it was in 1934,

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

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

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

& L8524



Cooperative Purchasing by Indiana
Farmers

INDIANA farmers since 1922 have built a cooperative purchasing
system of 86 locally owned and operaied county farm burean
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-
Iated 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 s means of pro-
viding inereasing numbers of farmer-patrons with the convenience of
cooperative purchasing and marketing facilities in their rural neigh-
borhoods. (Seep. 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, snd the pronounced stability of the
agrieultural population in Indiana indicate the importance of agri-
culture as a business in the State. Indiana had 8% percent of its
area in farms on January 1, 1835, the latest year for which figures
have been published. The average size of farms was 102 acres,
about half of which was used for crops, with corn, hay, wheat, and
oats predominafing. Cash income on farms amounted In 1937 io
$300,562,000, of which 70 percent wss from livestock and livestock
products, 27 percent from creps, and 3 percent from Governinent
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 fenure 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
farm for 5 years or more, and more than 34 percent of them for 15
years or more.

Notx.—The writer. eis;im to express his appreciation to the officials of the Indisns Farm Buresu Coop-
erative Amociation and to the managers and ths other employees of the county cooperatives far thejr ful
cooperation at ali limes during {be prograsy of this study. Acknowlsdgment is alao mede of the Special
sdvice and assistance of 1, H. Hall, genersl manager, and M. J. Briggs. assistant general manager and

{rsasuter of the indlens-Farn Buresu Cooperstive Assoclatiom, and of Joseph G. Xnsapp and Johts H.
Listar, Cooperative Research and Servios Division. Farm Credit Administration.

1U. 8. Department of Agriculture, CROF AND MAKERTS. XIV: 257, 197,
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Ficure 1.—FArRM EXPENDITURES
rorn FEep 11 iNDiana, BY
Counties, 1929,

Expenditures for fred vacy widely
among the counties in the State,
Heavicst cash outlays for feed oc-
curred In the counties located fairdy
close to the Indianspolis market and
in certain southeastern counties where
livestock production is heaviest. In
the 10 years since 1929 farmens have
increased their purchases of mixed
fced and have abw expanded the vol-
ume of home-grown grain that is
mixed into feeds by their county co-
operatives.

£33 toes t0an # 100,000
2R £ 102,000 ro 2290998
Bl 300,200 o ey

To carry on the diversified production activities from which their
income is derived, Indiana farmers must purchase large quantities of
feed, seed, fertilizer, petroleum products, irnplements, tractors, motor-
trucks, fencing, and such miscelleneous supplies as twine, spray
materials, serums, end tocls. 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 expen-
ditures heaviest for fead in the central part of the State and for ferti-
lizer in the southeastern section. In 1920 farmers in Indiana owned
102,122 automobiles, 3,671 motortrucks, and 9,230 tractors; by 1930
the npumber bad increased to 154,556 automobiles, 30,037 motor-
trucks, and 41,979 ifractors.? 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

1 U. B. Department of Commercs, Bureas of ths Censur, CENEUS OF sGRICULTURE, 1930, 11: 1, 55S.
"v(g.: 255. Department of Commerce, Buresu of iie Cene, CENSTUS oF AGRICTULTURK, 1920, V: 834 1990,

1 Automebile Maoufsctirers Amociation, Inc., AUTOMORILE FACTS AND FIGURZS, 7t B¢. 9 pp., s
199, :
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Ficure 2. Faru EXrENDITURES
For FErRTHIZER, IN INDIaNa,

BY CounriEs, 1929.

in the southcastern and northwestern
portions of the State. Fertilizer is
used heavily in areas which specialize
in truck farming, as in the region close
to Chicago in the north portion of the
State, and in the counties located
convenienily to markets in Louisville,
Ky., and Cncicnati, Ohio. The
other counties that have heavy ex-
penditures for fertilizer are in inten-
sive grain-farming and Livestock-pro-
ducing arcas.

BB #50,000 co S70 199
Il £/00.000 o mare

machinery amounted in 1937 to appreximately $22,500,000 and
averaged about $112 per farm.*

This study is designed to show the position of the county coopera-
tives, their types of organization, and their methods of operation i
serving their farmer patrons. Information based on 1934 operations
was ohtained from 82 associations, It was later supplemented with
data for 1837 from 30 associations that were found to represent
fairly sccurately the general position of the cooperatives in Indiana
and to show their various types of operations. The 30 associations
are well distributed over the State and include some associations with
unsatisfactory operating results as well as some of the most successful.
Information concerning the reletionship of county associations to the
Indiana Farm Bureau Cooperstive Association was obtained from
officials of the central organization. These officials have supplied
other information including copies of audits for the county purchasing
associations which were exceedingly valuable in studying the trend
of operations and in describing financisl conditions.

* To afrive &t this figure, the relail vaine of petroleam sipplies distributed to farmers by the 82 coanty

smocistions in 1537 was maltiplied by 5 becanss (he assosiations reported that their peirolecn sales sveraged
about 23 pereent of total pelrolecm purchasss by fanmers in 1957,
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Development of Farm Bureau Purchasing
Cooperatives in Indiana

IN Marca 1922 the Indiana Farm Bureau, together with the Indiana

State Grange and the Indiana Farmers Grrin Dealers Association,
organized the Federated Marketing Service to provide a wholesale
supply service for the county {arm buresus. A year lnter upon the
voluntary withdrawal of the Grange and the Grain Dealers Arsocia-
tion, the Service became the purchesing department of the Indiana
Farm Bureau. In February 1927 this department was incorporated
under the cooperstive law of 1925 and became the Indiana Farm
Bureau Cooperative Association, the wholesale agency serving the
county farm bureau cooperstives. The common stock was held
entirely by county farm bureau cooperative associations. The
Indiana Farm Bureau ceased to control the organization.

The newly organized wholesale organization immediately under-
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 activities of already
existing associations and partly through developing others. In carry-
ing out this program, up to 1935 it had organized 88 associations, 88
percent of which were organized in the 4-year period 1927-30.

The county amssociations began to distribute petroleum supplica
in March 1928 with the sale of gasoline, karosene, lubricating eil, and
grease. The Montgomery County Farm Bureau Cooperative Associ-
ation was the first to start services in this field. By 1930 distribution
of these supplies was found to be readily adaptable to cooperative
effoert. Furthermore, wide margins prevailing on petreleum products
made possible substantial savings to farmers at this time of depression
prices for farm preducts. Consequently great expsansion ocgurred
with much of the eonstruction work voluntary on the part of the local
farmers (fig. 3). The rapidity with which the associationa entered the
petroleuin supply field is shown by the following tabulation:

Number of sxrocinfims
Year: ) '“’mﬁ:ﬁ"m
EO28 e el 1
3920 e e ]
1t J N 23
193y .. .. .. e —us emannaa 22
§ 1 v S 7
L3 2= S 1
YO e e 4
5 &3 SR 2
1936, oo e - R |
1937 o o e e 1]
f B 1 R 0
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Ficure 3.—A Grour oF Inpiana Farmers Working ToGETHER IN
ConsTrUCTION OF A PETROLEUM Burk PranT.

Voluntary efforts by individual farmers have contributed largely to growth of the county
farm bureau cooperatives,

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 ferm 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
associations 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 obtained funds to buy warehouses, bulk plants,
and other operating assets by the sale of preferred stock. Sixteen
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 farmers, but in some counties the farm 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 bank loans, especially for financing construction of
petroleum bulk 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. Local
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banks extended credit on these bonds in amounts varying from $2,000
to $8,000. .

Directors of other associations, especially those in communities
where banks were unwilling to accept farmers’ linbility bonds as secu-
rity, raised the money upon the security of their own notes. Kach
director assumed full liability for the entire amount of the loan. In
some cases the liability thus rssumed was secondarily insured agninst
by the group of farmers under & joint liability bond.

In several counties where the banks refused loans on liahility bozids,
associations financed the purchase of bulk plants by morigage loans
from the Indiana Farm Bureau Cooperative Association. In still
other counties bulk plants were buil¢ and owned by the Indiana Farm
Bureau Cooperative Association under a conditional sales agreement
by which county associations gradually would sequire ownership.

For their first year of operation 65 of the 82 associstions reportad
money borrowed for operating and facility purposes. The amounts
averaged $6,400 per association. While these borrowings ranged
from less than $1,000 {0 more than $12,000, about half of them wore
for amounts ranging from $4,000 to $10,000, as shown in the following
tabulsation:

Amounts borrowed: “;?;f"m;’i::,?.;"'
Yess than Y000 L L . meae. 2
$1.000 to L0080 _ s ;]
82,000 to 2,000 e ——aaa 7
§3,000 t6 33,800 . . e emmaeciimameaea- 8
54,000 to 84,0900 _ __ L i 7
5,000 to ST 488 e ————— i8
B7.500 to 39,800 o ecicecceaaaa 7
10,000 ta 12,400 e c—————— 8
$12500 or more._ oo e 7

Total . e em—amaa 85

The experience of county purchasing sssociations in putting funds
thus borrowed to productive use was generally favorable. Margins on
petroleum products were higher from 1930 to 1932 than in subsequent
years; and, therefore, many associations peid off all or most of their
indebtedness within 2 or 3 years. However, some associations pre-
ferred to disburse all or part of their earnings ascash patronage refunds,
and this led in many cases to 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 to the county associations
and also has sponsored other enterprises as an aid to its members.
The State associgtion is organized into commodity and special



COOPERATIVE PURCHASING BY INDIANA FARMERS 7

service departments. It provides the county cooperatives with
testing and grading assistance on all commodities purchased. It
employs commodity specialists, who regularly visit county coopere-
tives for the purpose of improving distribution services through
better methods of warehousing, displaying, and selling supplies.
Periodically the departments help to organize and conduct meetings
of county managers and salesmen for instruction and discussion in
current problems of their respective commodify services. Through
these meetings end regular visits of its commodity specialists the
State association has confributed materially to the success of distribu-
tion programs of county associations.

Auditing and bookkeeping assistance has also been made avsilable
to the county essociations from the State cooperative. Its auditors
have installed the bookkeeping systems used by most county asso-
ciations, and through periodic audits made on s fee basis they advise
and assist the county managers in improving their accounting methods.
* In order to perform better its functions as & wholesale purchasing
agency for its member county associetions, the Indiana Farm Bureau
Cooperative Association holds membership in four regional cooperative
supply and processing organizations. These four regional coopera-
tives, shown in fizure 5 (p. 9), bave developed sources of farm sup-
plies through contracts with manufacturers, and in addition have
in some esses 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
and increased savings which come from ecombining mueh of its pur-
chasing with that of other State and regional cooperative distributors.

The State association has always been slert to encourage special
enterprises for the county associations as soon as suflicient need for
them is menifested by members. For sxample, & program of improv-
ing the quality of pouliry 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 asscciation
hatchery at Indianapolis {fig. 4}, and by contracts with 13 county
associations for the joint operation of Statecounty 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 serums for use by farmers
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Ficure 4.—IncuBators Usep In
THE STATE ASSOCIATION'S
HATCHERY AT INDIANAPOLI.

Quality chicks from farm burcau coop-
erative hatcheries are in demand by
increasing numbers of farmers. The
poultry-improvement  program  since
1932 has aimed at discasc-free straing
of poultry of high producing qualitics.
In 1938 reports made to the cooper-
ative hatcheries from 500 laying flocks
showed an average laying flock mor-
tality of 9.9 percent and average cgg
production of 168 cggs per bird.

and also distributes much of its serum products directly to farmers.

In 1938 the State association assisted in organizing the Indiana
Grain Cooperative, Inc. This cooperative has complete terminal
storage facilities in Indianapolis for receiving grain from farmers'
associations that perform a marketing service. The State association
purchased the facilities and at present (1939) owns them and has
some control over its management; but since only local farmers’
cooperatives may own common stock, when this loan is paid off
county member associations will fully control the plant.

In December 1939 the State association completed construction of
a 40,000-ton fertilizer-mixing plant at Indianapolis in order to supply
county cooperatives with quality fertilizer at the most economical
prices. Funds in excess of $100,000 were subscribed by most of the
county associations and by many farmers in order to essure the
erection and the successful operation of this plant. The cost of the
plant totaled about $200,000. This plant and subsequently a second
one to be located in the southern part of the State will meet the fer-
tilizer requirements which during the previous 15 years were obtained
by contract with a private manufacturer.

In November 1939 the State association began erecting, at Mt.
Vernon, an oil refinery with a capacity of 2,500 barrels daily. This
refinery will begin about March 1940 to process crude oil from wells
in southwestern Indiana and southeastern Illinois. It will be equipped
at first (o produce the lower grade fuels such as third grade gasoline,
kerosene, tractor fuel and distillate, which comprise a considerable
part of the petroleum fuels distributed by the cooperatives.

The State association hss assisted in the rural electrification program
in Indiana by helping to organize the Indiana Rural Electric Member-
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ship Cooperative, a technical end service agency interested in getting
legislation beneficial to counties concerned with the rural electrification
program. Morsover, the State purchasing organization has obtained
favorable contracts with manufacturers and brokers so that the
county associations may purchsase electrical materials and appliances
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 sassociation the
county cooperatives send delegates to distriet meetings of the associa-
tions. In each of the 10 farm bureau districts (fig, 8) these delegates
nominate 1 director of the Stafe 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 departments shown in figure 5.

NATIONAL FRARN RUREKY UNITED AHMERICEN
COOPERATIVES MILLING COMPANT, COOPERATIVES COGPERATIVES
INCCRPORATED INCORPCRATED INCORPORATED INCORPORATED

T

INDIANA FARM BURIAU

INGORFORATED ASSGCIATION, CORPORATION
INCORPORATED

?Eml;ljﬁﬁi:if

N N .

COUNTY FARM DUREAUY 009?28&?1?5 $SBOCZATIO!!B INCORPORATED

DADDDDDALDANN

RMER MEMBE
Figure 5.——0&0&:«1251‘1{)1\1 STRUCTURE OF THE Innmam Faru Bureavu
CooreraTiVE PurcHAsING SysTEM.

Services of the Indiana cooperative purchasing system extend from the central wholesale
unit through the iocal cooperatives to the individual farmers.



10 FARM CREDIT ADMINISTRATION

Organization Structure of County
Associations

HE Indiana Cooperative Marketing Act of 1925 * and ita suhbse-
quent amendments provide the legal basis for the county farm
bureau cooperative associations. This act provides that & cooperative
association may be organized by 11 or more persons, 8 majority of
whom must be residents of Indiana engaged in the production of
agricultural products, or by not less than 3 corporate bodies organized
under the cooperative act of Indiana or of any other State, or which
comply with the Capper-Volstead Act. Such asssociations, under the
statute, may be empowered to engage in any activity in connection
with processing and marketing farm preducts; handling supplies,
machinery, and equipment; and rendering economic and educational
services, The act stipulates that if an association handles the
produets of nonmembers, the value of such produets must not exceed
the total of similar products handled for membors during any fiseal
period. The act further provides that an association may admit to
membership opnly individuals or political subdivisions which are
engaged in farming and eligible cooperative associations of producers,
To aseist in the organization of county cooperative associations
under the provisions of the Cooperative Marketing Act, the Indiana
Farm Bureau Cooperative Association has prepared standard articles
of incorporation and bylaws. Practieally all the county associantions
have been organized on the basis of these articles and bylaws.

The standard articles set forth the purposes for which a county
farm bureau cooperative association is formed, its place of business,
the number of its directors and the amount of ita authorized capital
stock. The articles state also that ownership of the commen stock
shall evidence membership in an association; snd that holders of
common stock shall each have one and only one vote in membership
meetings irrespective of the number of shares held. The articles
further provide that preferred stock may be issued and that such
stock shall bear cumulative dividends at 6 percent payable annually.
This stock may be redeemed on any dividend date at par value plus
accumulated dividenda. Preferred stock may be owned by any
person, firm, or corporation; but it does not entitle its holders to the
right fo vote or to any other privilege of membership.

# Indiane Laws of 1925, a8 amended. Chap. 20,
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Ficure 6.—Fasu Bureay Dis-
TRICTS IN INDIANA. I
County associations elect 1 director from J_L_‘ s
cach of the 10 farm burecau districts. bt -

These districts serve as administrative
units for both the county farm bu-
reans and the county farm bureau co- r
operative assaciations in their sclection 5

of delegates to their respective annual
meetings. The close collaboration be- ]
tween the local and State-wide activi-

ties of farm bureau organizations is
facilitated by this district form of rep- 7

resentation.

The standard bylaws provide for such matters as the method of
holding stockholders’ meetings, the election of directors, the conduct
of directors’ meetings, the powers of directors, and the issuance of
eapital stock., A provision of the bylaws ' having to do with the
relationship of the county associations and the Indiana Farm Bureau
Coocperative Association requires the associations as far as possible
to hold common stock in the State association and to purchase supplies
and equipment through it, Another important provision of the by-
laws requires that all net income of county associations, after payment
of dividends on preferred stoek at the fixed rate of 6 percent, on
commeon stock at not to exceed 6 percent, and for certain reserves and
surplus, shall be distributed to patrons in proportion to their patron-
age, It is stipulated that patronage dividend distribution shall be in
cash, in common stock, or in certificates of indebtedness.®

TArt. VI, soe. 4.
¥ Bylaws, Art. VII.,

16129¢° —40——2
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Status of County Associations

A BRIEF analysis of the purchasing associations in Indiana shows
the general character of the county farm bureau cooperatives in
the State. Information is here presented relative to their nummber
and their location, the nature of their activities, the number of their
members and other patrons, and certain organization and supervisory
practices. A summary of operating and financial data for the asso-
ciations is then given for the years 1934 and 1937. This information
is intended to provide a background for a detailed analysis of 30
selected associations.

Number and Location of Associations

At the close of 1937 there were 86 locally owned and operated
county cooperative purchasing associations, 4 of which were relatively
inactive. Associations were located in all but 6 of the 82 counties in
the State (fig. 7). Each association serves the entire county in which
it is organized. Counties that have no associations are usually served
in whole or in pert by the purchasing cooperatives of neighboring
counties.

Types of Associations and Commodities Handled

Although the 82 active associations, after excluding the 4 that
operate irregularly, are generslly similar in their organization and
cooperative services, they may be classified into two principal types:
(1) 57 associations which purchased furm supplies and rendered no
marketing service for patrons, and (2) 25 associations which handled
both supplies and farm products. The associations of the first group,
which did not engage in marketing farm products, each operated only
one central warehouse; 13 associations of the second group operated
branch warehouses because the marketing of farm products mere
generally demanded local facilities.

The associations handle & wide variety of farm supplies. In fact,
supply services of the Indiana cooperatives are probably as diverse
as those of any established farmers’ cooperative purchasing system
in the ecountry. Principal supplies purchased by sll the associations
for their farmer-patrons include petroleum products, feed, seed, fer-
tilizer and limestone, fencing, binder twine, tires and batteries, insec-
ticides and serums, and baby chicks. One-third of the nssceistions
also provide patrons with supplies such as building materials, farm
implements, electrical equipment, poultry and dairy supplies, and coal.

The principal farm produet marketed by the 25 associations sre
wheat, corn, oats, barley, soybeans, butterfat, poultry and eggs, and
livestock and wool.
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Ficure 7.—Location
oF HEapQUARTERS
aNp Facrorres o
InpianAa  CounNTY
COOPERATIVE ASSO-
cIATIONS ™ 1937,

County cooperatives are
{ocated in all but 6§ coun-
tes is Indizna. Head-
guarters are usuvally in
the county scat. About
25 cooperatives have
maintained  additional
facilities at country
points for marketing
grain. This type of op-
cration has been ex-
panded noticcably in the
last 4 years. By mecans
of handling- supplics at
these elevaters and, in
some counties, at branch

warchouses, about half |

of the cooperatives have
extended their services
closer to their patrony’
neighborhoods.
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Expansion by the associations from year to year both in number and
in volume of farm supplies distributed is illustrated by the growth of 2
Besides adding each year to the supplies
it handled, the selected association almost tripled its volume of busi-
ness, increased its year-end inventory almost tenfold, and expanded
its net worth fourfold.

typical association (table 1).

Taere L.—GrowTa In SaLEs, INvENTorY, NeT WoORTH, AND COMMODITIES
HanprLed 1N a Tyricar Inpiana County PURCHASING ASSOCIATION,

1931-38.
+*

Kinds Xindsol

T Lt Th~

Yoo | maws | Vel Nl domedh || Yer | ses | Tt N | omodd
hundied handled
Doitare | Doliarz | Dollars | Number Doliare | Doiiars | Dollore § Number
1831 ___} 57,223} 1, 360 7, 608 S5t 1935___f123, 340; 7, 541}11, 198 I8
1932 ... 46, 412 2, 432 7, 732 10|; 1936___{140, 670:11, 572(18, 628 17
1933 _ . ; 79,494 3, 8R&! §, 288 13|} 1987___|160, 823112, 933|25, 659 18
1034 . __[111, 820 5, 841! 9, 487 16(| 1938___|146, 37211, 317|30, 060 19

Duta somputed by the auther from repords of an Indissa farm Direau tounty scoperative.
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Number of Member and Nonmember Patrons

The number of farmer patrons and holders of coinmon atock of the
county cooperatives has increased each year since the firat assoriation
was incorporated in 1926. The 82 associations reported 31,025 stock-
holding members at the close of 1934 with an average per association
of shout 400. At the end of 1937, membership in these 82 associations
totaled about 50,000, or an average of 600 members per association;
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 increase in number
of members is indicative of the growth in patronage of the eooperatives,

Besides their stockholding members, sll county associations regu-
larly serve many nonmember patrons. In 1937 the 82 associations had
approximately 55,000 nonmember patrons, which was ahout 52 percent
of all patrona. The 35,000 nonmember patrons in 1934 also repre-
sented about 52 percent of the total. However, nonmember patrons’
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 acd are thus in
the process of becoming members.

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

Directors and Employees

The standard bylaws of the county associations provide for govern-
ment by boards of directors. The directors are authorized to horrow
money and to perform other acts necessary for the proper conduct of
the associastion and not inconsistent with the law and the bylaws.
Under the bylaws, members of the associations elect their directors
annually for terms of 2 years. Customarily, the terms of half the
directorg expire each year. Since directors may be reelected, more
than half of the directors are usually experienced. In many associa-
tions the directors are electad on a township basis. The number of
directors per association in 1935 varied frem 5 to 19, with 11 the most
usual number. The bylaws generally specify that directors’ meetings
shall be held quarterly, and at such other times as the dirsctors decide.
Directors’ meetings are held usually monthly or quarterly.

The bylaws prohibit directors from becoming indebted fo their
associations during their terms of office, and preclude from serving
as directors persons who have a relative employed by the cooperative.?

* Amendmentz to the Cooperative Marketing Act of Indisna, sdopted In 1030, make it & mislemeanor for
any offloer or director to knowingly extend after March I, 1048 sn amognt of credit to an officer, director,
or employee of an association in excem of that rermitted by the bylaws or, if Go bylsw on ihe Ribject hae
been sdoptad, thes in exceee of the smount specified (0 the siatute.
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Many directors are reelected as their terms expire. Tenure records
of 502 directors in 50 associations in 1935 indicated that over ons-
fourth had served 4 years or mors. 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 aects of
this committee are subject to rejection or modification by the board
of direetors. In general, meetings of the executive committee are on
call, and the number of mestings depends entirely upon the matters
that need attention. .

The directors appoint & manager to conduct the day-to-day sffairs
of the association, subject 10 their general supsrvision. 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 committes.

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

Besides the managers, there were on the average 8 other employess
per associstion in 1935, the highest number for any association being
23. Each association employed from 3 to 6 men for petroleum deliv-
ery. Other employees are classified as warehouse assistants, book-
koopers end other office assistants, and genersal servicemen.

Operating Conditions, 1934 and 1937

Dollar volume of business of the 82 sctive 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 commodity sales
were 38,193,351, or an average per associastion of $102,000.

Table 2 shows for these 2 years total and average sales of petroleum
products, general farm supplies, and farm products. Average
petroloum 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 doubled, 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 as tractor fuel,
farm machinery, and building supplies, which had been added more
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TasLe 2.—Varue of SaLes or Inpiana Fazu
CoOPERATIVE AssociaTioNs, 1934 awp 1937

Buneauv County

Total mie of amciatins | AT v per | Premney o
Commodity
1084 1997 1954 0y 1984 oy
Petroleum supplies: ! Doitars Dotlars Poitars | Potiers | Preoesst | Pevernt
Gasoline_ __._____.__ 1,957,673 3,065, 162] 24,471 37,258 23.9 212
Kerosene_ . ... 660,422 682,050 R, 255 8 318 R 1 .7
Distiliate and tracto-
line_ ..o _____ 62, 898 378, 493 784] 4, b0l . 24
0il, grease, and al- j
eohol. . __________. 296, 882 374,773 3,711} 4,571 3 a8
Total petroleum
supplies____..... 2, 977, 875| 4, 488 484} 37,223 64,738 36 4 311
General farm supplies: 1
Feed . . _______. 1, 646 581; 2,081, T4T: 20,582 36,363 201 208
Fertilizer_ . . oo ... 71, B81j 1, 213, 591} 8 399 14, 80 B2 B4
Seed_ . ___.___.. 416, 535 863, 5,207| 8,003, 51 46
Coal o eaee. 333, 094 543, 855{ 4,184 668300 40 38
Fenee_ oo 198, 968 367 228 2, 4R7| 4,478 2 28
Farm machinery____. 113,991 748 528 1,425 #1281 1, 15 5.2
Building supplies. ...} 72, 435 399, 751 905 4, 875 . 8
-Miscellanecus¥_____. 334, 871 539, 989! 4, 188 8, BNS 4 1 3.7
Total general sup-
plies____________ 3, 788, 356 7, 4568, 007! 47,355 90,952] 46. 2 51 &
Farm producte marketed:?
Whes$_ ... ... __..._ 895, BOS] 984, 750 8, 6538l 12, 009 & 68
Corn_ oo 130, 746 816, 436 7. 51 L 43
Other grains_________ 174, B37 83, 837 2. 185 i, 142 21 .8
Soybeans_ __._______ 13, 647 84, 456 171 1,654 .2 .8
Livestock and live-
stock products. ____ 412, 082 722,703 5,151 8 813 500 AD
Total farm prod- o
uets marketed___J1, 427, 120} 2, 503, 982| 17,830 30,536, 17. 4 17.3
Grand total___ .___._____ 8, 193, 351|14, 450, 5631102, 417176, 226] 100, 0: 100. 0

! B associations in 1334 and 32 in 1937,
! Inciudes binder twine, spray materials, {nsecticides, tires, Lubes, balteries, anti-frests, hardware, tonls
pou!t;y supphes, hﬂ:y ehicks, salt, Mme- electrical mppii- and other items,

Sms[daa Rmdsdthe Indians facn bureau county cooperative amoriations,

recently to the supply business of the associations. Average sales of
farm products nearly doubled, buz the proportion to total sales did

not change.

A consolidated opersting statement for the associations for 1937

and 1934 is presented in table 3.

Cost 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 marzins on
petroleum supplies, but more largely by the fact that in 1937 larger
proportions of total salezs were of the nonpetroleum 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 also of a decline in delivery costs per dollar of sales since there were
substantially larger increases in nonpetroleum supply sales, which do
net 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 a decline in operating expenses
from 13.9 to 12.1 percent of sales, while gross operating income per
dollar 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
st 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 partly
due to the fact that the rate of “Other income” increased while the
rate for “Other deductions” fell off.

TasLe 3.—ConsouipaTED OPERATING STATEMENTS, InNpiana Farm
Bureav County CooreEraTivEs, 1934 anp 1937

Summary of 80 assoelations, | Sumrary of 52 assoentions,
34 ierg

Item Percent- Percent-

Amoant n&e&t Amount ﬁe‘a‘f

sales sales
Doltars Pereent Dollarz Peroeas
Sales_ . ... __.._ 8, 193, 350. 74 [100. 6 |14, 450, 563. 46 | 100. 0
Costofsales. ___.._.___._.._.. §, 830, 448. 63 | 83. 4 |12, 377, 941. 09 85. 7
Gross trading income.____ 1,862 904 11 | 16. 8 | 2, 072, 622 37 14 3
Other operating ineome._..______ 63,616, 71 .8 118, 130. 79 .8
Gross operating income. ) 1, 426, 520.82 | 17.4 | 2, 190, 753. 16 15. 1
Operating expense. .. __________ 1,142 475.89 ] 13.9 | 1, 745, 597. 66 12. 1
Net operating income_ ___ 284,844 93] 3.5 444, 155. 50 3.9
Otherincome. ... __ 56, 433 73 .7 123, 044. 59 .8
Gther deductions. ..o 44 8940. 08 .6 47, 774. 70 .3
Netincome_____________ 205, 588. 58 38 519, 425. 39 &8

Source of data: Records of the Indians farm bureasu county ocooperative

associntions.
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Financial Condition, 1934 and 1937

The most significant features of the associations’ combined balance
sheets in both years were (1) the high percentage of current assets,
(2) the favorable ratio of cusrent assota to current liabilities, and (3)
the substantial net worth in relation to total assets,

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

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

The ratio of current assets to current linbilities was 2.2 to 1 in
1934 and 2.4 to 1 in 1937.

Net worth of the associations increased from 4.5 percent of all
their assets in 1934 to 65.6 percent in 1937, and indicate the degrees
of ownership by farmer-members of their own supply busineass.

TasLe 4—FinanciaL Conprrion oF Inprana Farmum Buregav County
CooreraTives, 1934 anp 1937

Bammeary =f 4 aasoola- Summary of 82 seocis-
tionx, 1934 Lions, 1937
Ttam
Porcentage Perosnta
Amotint o e Amount et ad
Aasets
Current amcls: Doliars Prreent Dollars Peroend
Cash .. eeceeas et ssimrmemsmomeaenaaar 168, i1 8.0 5, 318 71
Acootints and notes receivahle .. . . .. ... 333, T8O i5.8 868, BBR 0.3
Inventories .. ... ... ... ... .eceiu.. 84, 081 032 1, 141, R07 3.1
L6241 N U 19, 762 9 W, X% .8
Total surrent assels ... .. ... . ....... 3, 09, 804 5.9 2, URA, A1 & 3
Fixel assols (hooXk value). .. ... ______ G40, 408 8.7 B, £01 a8 3
Otharaseets. . . ii i cmacaaema———aann 03, 43 12.4 5ok, 740 e
Tolalamseix _______ . .. . ........_._.. 2,515,254 e o 3, 450, 48} g, o
Liabitistes
Current Habllities:
Accountapayable ____ .. _______. ... .. ___ 26, 881 in.7 408, 308 iH.h
Notespaysbls...________......_.......___.._. 722, 50t e oM, 168 e
Other o ric————— 97,077 E N 174, M0 8.1
Total current Mabilitles .. ___ .. ... _ 587,188 3 BE7, 48 4.9
Noneurrent Unhifittes_ . _.___________ R 104, 428 9.2 " A, 17 9.8
Totat Hahftlea _______. . . .. 61, 5 3.5 1, 148, 475 3.4
Net worth
Captial stock
Proferred stoeK e r—an 165, 306 7.8 172,815 &0
Commonstoek . ____ . ... 2. 178 Mo 1, 048, 536 2.3
Comroon Stock feredits) ____________________ 168, 148 8.0 778, 1% a0
Reserves and ondivided savings. . _________ __ 438, 043 207 77,1 23
Totaloetwerth ____________.______. 1,363, 661 8.5 2.27%, 976 85 ¢
Total Habflitlea and net worth_.....________ 2, 115, 254 006 3,420, 451 100.0

Source of data: Records of the Indiags fsrm bureau county cooperalive associstions,
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Operatmg Methods in 30 Selected County
Associations

HE distinctive and the comnon features of 30 county associations

(fig. 8) have been selected for special analysis to show how these
associations serve Indians farmers. While these 30 associations have
certain distinguishing features in respect to composition of sales and
number of places of business, in general they are similar to all 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 sssociation and their growth has been
more consistent. Furthermore their business records were probably
more complete than those of some associations,

Types of Associations Selected

The 30 county cooperatives are of two principal operating types:
(1) Twenty-two are entirely farm supply asscciations that perform
no marketing service. In 17 of these, general farm 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-supply
associations.” The other 5 associations made 60 percent or more of

i ; s
Fisere 8.—Locamion ofF 30 ! —;
AssoCIATIONS SELECTED  FOR l.m, 2 I
SPECIAL ANALYSIS. 2 oy A ——l
Activities of these 30 associations include H Byt !
all services rendered by the Indiana b 7 v . !
cooperatives. While they represent l " 4 iy
on the average a larger volume of op- D i R
erations per association than is found i o 4
in the entire 82 asociations, they pre- H o .
sent all the characteristics and prob- ’ i
lems that have been met by the whels > Sioed
L ]

group. Mrethods of operation in the
30 cooperatives are in general typi-
cal of farm bureau supply activities
throughout the State.
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their 1937 farm supply sales in petroleum products, with the remainder
consisting of general farm supplies. These 5 aswciations will be
designated hereafter as “petroleum aseociations.” (2) Of the 30
associstions, 8 marketed farm products with sn average value equal
to more than one-third of their combined supply and marketing busi-
ness and had less than 20 percent of their total business in petrolenm
products. These 8 associations will be referred to as “‘marketing
associations.”

In 18 of the 30 associations all operations were conducted from ene
central warchouse, while 12 operated one or more branciies. In
addition tc these branches, 6 associations sold small amounts of
farm supplies in 1937 through agent dealers in various parts of their
territories.

Membership Relations and Educational Work

Members of the associations—that is, patrons who have acquired
one share of common stock—usually are fewer than nonmember
patrons, although they represent the bulk of sales. At the close of
1937 the 30 associations had 22,122 members, or an average of 737
each. The largest number of members in an association was 2,172,
and the amallest was 212.  In addition to these stockhokling members,
they had & total of 39,399 nonmember patrons with sn average of
1,313 per associstion. The larger average number of nonmember
patrons may be explained partly by the fact that many farmers have
in recent years become patrons and are m process of becoming mem-
bers, but their total patronage has been too small to entitle them to s
full share of common stock as a refund.

The 17 general associations had member patrons averaging 558 and
nonmember patrons averaging 1,467; the 5 petroleum associations
had member patrons averaging 725 and nonmember patruns averaging
1,019; and the 8 marketing sssociations had an average membership
of 860 and average nonmember patrons numbering 1,170. This
contrast in the average bumber of member and nonmember patrons
may be further explained by the fact that the 17 general-supply
associations, because they handled a wider variety of supplies, ususlly
had a larger proportion of small-volume patrons than the petroleam
and marketing associations.

Agricultural producers romprised 85 percent or more of all patrons.
Nonproducer patrons who were ineligible for membership and whe
also purchased miscellaneous supplies in amounts too smsll to become
members were less than 50 in most of the associations.

Membership activities normally affect only those patrons who have
become members, but the programs of cooperative education snd
business promotion include both members and nonmembers. Durmng
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the 4 years ending in 1937, the associations confined their educational
activities among farm patrons largely to membership meetings, per-
sonal visits, direct contacts through information circulars, and some
advertising in newspapers.

While annual membership meetings are open to all patrons, they are
participated in enly by members. Attendance at annual meetings of
county associations in 1937 ranged from 10 percent to 75 percent of
‘the total membership with an average of about 50 percent. In about
10 associations these membership meetings were attended by 400 to 600
members. Annual meetings usually are held in the county courthouse
or in a community building at the county seat. The principal business
of the meetings is a report by the manager or president of the associa-
tion on business operations and problems during the previous 12
months. Several associations in recent years have developed attrac-
tive entertainment features for their annual meetings.

Special meetings of the members of county cooperatives are seldom
held. About the onty need for such meetings has been for ratifying
certain official acts that require membership approval, such as
smendments of charters or changes in bylaws.

Membership education and publicity by county associations consist
prineipally of personal contacts with farmer patrons in serving them
and discussions by managers and directors at monthly township farm
bureau meetings. In personal 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 local newspapers
has been used to a limited extent. During the last 3 years there has
been less sdvertising in newspapers of general county-wide circulation
which do not reach all farmers. However, most associations keep
cordisal relations with local newspapers by occasional or regular pur-
chase of advertising space and by providing items relating to genersl
farm activities. Direct mail letters or eards and printed circulars dis-
tributed at their offices have been found by the cooperatives to be
most effective methods of attracting farmers’ attention to cooperative
services. Most of the associations distribute souwvenirs, such as
pencils, calendars, and {arm record books, as a form of business ad-
vertising among patrons. Each souvenir carries the name of the co-
operative association and usually supplies and services available are
listed.

Supervision

Locsl county directors supervise the operations of the 30 associa-
tions, Candidates for directorships are selected in various ways. As
prescribed by the standard bylaws, a special nominating committee
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named the candidates in 16 of the 30 associatione in 1937. This com-
mittee is appointed each year by the president at least 90 dnys in
advance of the annual meeting. Seven associations nominated their
candidates at their annual stockholders’ meeting. Three of theans
associations restricted election in 1937 to the nomincea named in the
cooperative’s annual meeting; and these nominees consisted only of
county farm bureau directors, each of whom represented one township
(p. 14). Seven made nominations at township farm bureau meetings
with only members of the cooperatives voting, or in committee
meetings. One of these associations nominated and elected ita di-
rectors in the township farm bureau meetings, a practice considerably
at variance from the methods outlined in the standard bylaws.

The close identity existing between the memborship of county farm
bureaus and ecounty cooperatives has in & few cases appeared to justify
the use of farm bureau meetings for transacting official business of the
cooperative. However, the belief was predominant in the cooperatives
that since membership is based upon the requirement of ownership of
common stock, all official acta of the organizations requiring member-
ship approval should be conducted in regular or special cooperative
membership meetings.

The usual methed of compensating directors is by & fixed per diem
fee with ullowances for travel to and from meetings. In two instances
in 1937 directors’ compensation amounted to se much as $800. In
general, however, direetors’ compensations ranged from $100 to 3500
for the year.

At the directors’ meetings, managers usually present written or
oral reports of the business operations since the previous meeting and
set forth the financial condition of the association. The reports
include such information as sales volume, expenses, net income,
inventories, cash condition, accounts receivable, and current indebt-
edness, and membership and patrons.

Employees

Managers of county associations ere hired by the directors. In 28
of the 30 associations they. are hired by verbal contracts, which
generally run continuously from year to year unless other formal
sction is taken by the directors.. Managers of 4 associations sre
under written contract. Some written contracte continue until
revoked; others 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 number of each class of employees for the
30 associations as a group in 1937 was as follows:
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Managers e e icammemsiaeramssnma——s 30
Branch managers .. e a3
Bookkeepers_ _ .. .o e e 57
Warehousereen  ___ .o ___ a7
Geperal truck drivers_ _ _ ... 33
Geperal servieemen _ __ . ___.______________________________ 26
Petroleum deliversmen. . . _____ o ___. 115

Total _ 379

The most usual method of compensating managers is by a straight
salary, although a few associations pay s 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 empioyments.

Standard schedules of weekly wages sre not used for the varous
erades of employees. Instead, individusl employees are paid on the
basis of their experience and their value to the cooperatives. Many
associafions are finding it desirable to develop special commodity
departments, and consequently to pay higher wages to experienced
employees with some specialization along commodity lines, such as
feed and seed, buxldmg supplies, and farm implements. Two associ-
ations reported using & bonus as a supplement {0 wages of employees.

"~ Petyoleum deliverymen, ranging in number from 2 to 6 in the 30
associations, not only outnumber any other single group of employees
but are generally the best compensated in terms of gross eash income.
Moreover, many of them are farm men who have the cooperative
point of view in their deslings with patrons. Most associations use
s standard contract with their petroleum truck drivers prepared by
the State association (p. §2). Commissions 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 mansgers have
required them to keep accurate records of these personal expenses.
However it has been calculated by officials of the central organization
that approximately 40 percent of the gross commission earnings of
truck drivers is absorbed by the expense of truck operation.

Physical Facilities

Physical assets of the 30 cooperatives consist of petroleum bulk
plants, general warehouses, and marketing facilities, such as grain
elevators and mills (fiz. 9). They also include delivery trucks, office
fixtures, and in s few associations such processing equipment as feed
grinders and mixers, Land upon which bulk stations are located
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Ficure 9.—TvyricaL Faciuimies oF County COOPERATIVES.

Facilities of the county associations are adapted to the services rendered.

is usually owned by railroads; but land occupied by warehouses, ele-
vators, and other buildings is customarily owned by the associations.
Of the 30 associations, 13 rented buildings or building lots used in
their 1937 operations. All 12 associations with branches used leased
properties. In practically all cases where property was rented, the
associations owned other properties used in their operations.
In genersal, after allowing for depreciation, land and buildings
accounted for the largest investment in fixed assets, with bulk plants
d and wareh equipment third. The 17 general-supply
associations had average fixed assets valued at $11,050 in 1937, of
which one-half was in land and buildings; the 8 marketing associations
had fixed assets worth $21,250, of which two-thirds was land and
buildings; and the 5 petroleum iations’ fixed ts, with a value
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of $8,509, 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

- appraisals of such assets, which in many associations cost more than
twice the current valuation.

Petroleum bulk plants of the associations consist usually of 3 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:

Stor&ge capacity (g&llons}: Number of planta
Less than 50,060__________________________ 4
50,000 t0 58,909 ______________ . ____ 8
60,000 t0 69,999________:__________________ 10

70,000 t0 79,099 ____ 4
80,000 and more. _ _ ... 4
Total . __ . 30

Handling equipment consists prineipally of motor-driven pumps, 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 charscter and the extent
of their farm supply and marketing services. Most associations
begap their operations in modest warehouse quarters, or in old eleva-
tors with & minimum of equipment, and many still use the same
focilities, 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 meke their wholesale purchases largely through
the Indisna Farm Bureau Cooperative Association, although each
county essociation largely determines its own purchasing policy.
The county associantions in 1937 purchased approximately 85 percent
of all supplies through their State association. Table 5 shows the
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Tasre 5.—THinTY REPHESENTATIVE AssociaTions GROuPED 8y
PErcENTAGES oF Painciral Suppiies PumchHasep TuroucH THE
Inptana Farm Burzav Coorezramive Associamion 1IN 1937

Commotiy o pecent| o |t |ttt |

Petroleum products_._______._ 11 N DA N e
Fertilizer_________ ____.._____. F: (1 I P SRS DI SR
A T YU 2. 3 TSRO SRR ——-- 32
Fenoe e eieame 26 : N DR U 1
Beed oo Lo. 2 Bloscean.- g 1
Implementa___ ... ... ... _.___ 22 | I PO 3 4
Coal .. ... 13 3 2., 1
Building supplies_ __.__..._..__. 12 ..., - 1 | 3 PR
Feed oo 8 10 ) L 3

Daiacomputed by the aathor from records of the Indixns fsrm bizresn s nty onoperstive ssmociations.

extent to which the 30 associations bought supplies in 1937 from the
State purchasing association.'®

Petroleum products handled by the associations are purchased undor
contract through the State association. This enables the State asso-
ciation acting as s central purchasing agency to contract for a year's
supply and to obtain greater savings and certainty of delivery. These
benefits are passed on to the county associations in annual refunds
from savings and in quality of products.

In 1939 all fertilizer was purchased through the State association
from the Tennessee Copper Corporation, which has fertilizer plans
at Lockland, Ohio, and New Albany, Ind. Purchases were made under
s manufacturing and brokerage contract between the Tennessee Cop-
per Corporation and the Indiana Farm Bureau Cooperative Associa-
tion. In addition to allowing s brokerage commission to the State
cooperative, the Tennesasee Copper Corporation refunds each year half
of the net earnings derived from its sales to the county associations.
These refunds are distributed by the State association to the various
county cooperatives in proportion to their fertilizer purchases. Begin-
ning with the 1940 fertilizer season, the county associations will obtain
all fertilizer requirements for patrons from the State association’s
mixing plant in Indianapolis, The plant was completed in December
1939

A large number of the 30 associations purchased all their seed,
fence, twine, and farm implements through their State association.
Exceptions to this practice occurred when particular associations had
earlier established wholesale contacts with local firms; or, as in the

it In 1989 it was slatad by officiajx of the State association that mach larwer proportions of such sapplies as
fence, seed, feed, eoul, baijding meterials were purchesed throngh the cenirsi organisation.
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case of farm machinery, when county cooperatives were local sgents
for implements not included in the State association’s contfracts with
manufacturars.

Feads were bought independently of the State association te o
greator extent than 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 purchasing
associations for years. Also, some farmers are more familiar with local
feeds. Furihermore, 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 of the State cooperative. Beginning
about 1937, however, Indiana farmers have increasingly bought
through the State asscciation high-protein concenirate mixtures to
which they add their own home-grown grains. They have found this
more economical than to build the entire feed ration locally. Therefors,
while, in 1937, 18 of the 30 associations bought 75 perceni or more of
their feed requiremenis cooperatively this percentage had increased
considerably by 1939.

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

Ordering and Warehousing Procedures

The county cooperatives use generally similar methods in ordering
and handling farm supplies, All associations 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 flled out in duplicate and copies filed. Some variations
in ordering and handling different commodities are noticeable.

Petroleum products—QOrders for petroleum fuels by county associa-
tions are cleared through the State cooperative association in Indien-
apolis. From 60 to 75 percent of the petroleum fuels shipped to county
cooperatives goes by rail. A sight draft drawn upen the association
is usually attached to the bill of lading. A few associations buy
petroleum fuels on & 10-day credit. The consipnment basis is very
Iittle used for petroleum fuels. A cash discount of 1 percent is
allowed for settlement within 10 days, but no cash discount after
10 days,

Sines 1937 about 20 county associations have received more than
half of their purchases of motor fuels by transport trucks as compared
with rail shipments. In September 1938 the State association acquired

161224°—40—3
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and since then has operated the trucking facilitiea of the contract
carriers who had previously delivered the fuel to the bulk tanka of these
associations. In the operating year 1839, transport trucking of
petroleum fuels to the county cooperatives increased until approxi-
mately one-third of the total of these fuels were so delivered. Under
this system, savings both of the State association and of the county
cooperatives have increased rapidly.

Lubricating oil, grease, and aleohol also are ordered through the
State purchasing sssociation. These supplies are obtained and
shipped direct from the Indianapolis warehouse of United Coopera-
tives, Inc., & regional petrolenm and farm supply cooperative which in
owned by and serves a number of State and regional purchnsing nsan-
ciations.! Practically all these supplies are transported to county
warehouses by association trucks or private truckers hired locally.
The basis of payment for such petroleum supplies depends on whether
the association follows a eredit or cash policy of purchasing {p. 48).
In 1937 the State associstion allowed on miscellanecus petroleum
supplies 3 percent discount for cash with order and 2 percent for
payment in 10 days.

Feed and seed.—Orders for feed and seed are forwarded by mail to
Indianapolis or are taken in by mdependent local truckers or by the
cooperatives’ trucks. Formula feeds have been shipped chiefly from
the mill in Chicago, which manufactures the feed for the Indiana and
several other State farm bureau cooperatives. Feeds were shipped in
1937 elmost entirely by contract trucks with very little moving by
rail. Use of county cooperatives’ trucks for feed transport is usually
limited to purchsses by northern Indiana counties. Most other
counties receive their feed shipments by contract truckers under an
arrangement made entirely by the feed department of the State
association.

In eddition to buying feed through the Stete nssociation and from
commercial manufacturers, about one-third of the county associs~
tions purchase grain locally for processing and resale to farmers.

Trucks of the county associations usually pick up seed require-
ments in the course of regular or special trips to the State association
warehouse, but trucks are also hired for the purpose. Advance book-

1 United Cooperatives, Ine., was origlaally organized ix 1930 snder the Indiana geperel corporatlon isw
of 1920 as the Farm Burear 0il Company, Inc. At ite heginning it hadd as stock bolding memthers the Indinna
Farm Bureau Cooperative Associstion, the Obio Farm Burean Coopersilve Amocistion, sod the Parm
Burean Bervices, Imo., of Michigas. In 1038 the nams was changed to Ha present form. At the close of
1938 United Cooperatives, Inc., had nine stockholding members.  In adition to ihe three origins! membar
associaticns, its membership incladed the Pennsylvania Farm Buresu Cooperstive Amociation, Conpers-
tive Grange Lesgue Federation Exchange, Ine., Southern States Conperative, Inc., Farmers® Conperative
Ezchenge, inc., of North Carolins, and Copsumers Conperative Ofl Associstion of Sank Cily, Wis. In
1938 United Cooperatives, Inc., transected 22 percent of ita business with the Inddisns Fann Buteso Co-
apersiive Amsocistion, 32 percent with the Ohio Farm Buresu Conperative Amsociation, 17 percont with the
Grange Leagne Federation Exchange, ¢ percent with Farmn Brvesau Berviees, Loe., of Michigan, 10 pereent
with Bouthern States Cooperative Association, and 4 percest with the Fennsylvania Farm Huresa Coeper-
ative Amociation.
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ing of seed orders by farmers, 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.

Fertilizer—Under the plan of operation in effect in 1939, fertilizer
orders went direct to the plants of the Tennessce 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
predominate over truck deliveries. In 1937, 15 of the 30 associations
received 90 percent or more of their fertilizer by rail, 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 reilroad car o 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 maehinery.—All but 4 of the 30 associations handled farm
implements and tractors in 1037; 10 of them obtained implements
mainly when individual customers placed orders for them; 16 usually
carried Implements in stock. Generslly county cooperatives make
their purchases of farm implements in small lots to avoid overstocking.

The State sssociation bas had wholessle contracts for farm ma-
chinery with two companies. The first was made in 1934 with a
company which, over & long period of time, has developed a 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 a number of State and
regional federations of farmers’ cooperatives. In 1939 tractors were
obtained by these organizations from surplus stock, while the Ameri-
ean Cooperatives, In¢., arranged for their manufacture.”?

1t Five Iatge-scale coopetatives—tho Indlana Farm Burean Cooperative Assacintlon, The Ghis Farm
Bureau Conperative Assoolation, Farm Burean Serviess, Ine, of Michigan, Farmers Unfon Central Ex-
change, of St. Puni, Mian,, and the Consnmers Cooporative Assoclatlan, of North Kensas City, Mo—
wore the prineipai parties to the contraot under which the “eo-pp™ tractet Was Inanulacinred anoerving to
speoifieations developed by the sooporetives. Other State and ipeal coopwrative associations have mur-
ehmsod tho “oo-op™ trnotor for distribution to lsymers. From 1835 to April 1038 & total of 1,778 “co-op™
trastors wate tepeTind soid in 80 States and Canada,  En April 1938 the Stato and yeglonal farmers’ coopera-

tives Intrrested in manufacture of “'oo-0p” tractors and other farmm machinery organized Ameriean Co-
oprratives, Ine., to forve as a management and distributive agenay for the “oo-op™ lractors.
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Farm machinery is displayed and demonstrated locally by sssocia-
tions that stock inventories of implements. Other associations eom-
monly send their patrons to the implement warehouse of the State
association for display and demonstiration. In 1937, commercial
truckers were employved to deliver implements to the warehouses in
12 of the 30 counties; 4 sssociations received implementa by rail,
Co-op tractors are commonly driven under their own power from the
State association’s warehouse or from the factory to the counties.

County associations purchase farm uinplements on varying terms of
payment. When cash is not paid at time of purchase, the factory or
the State association generally consigns the implements with settle-
ment dates specified in the consignment contract,

Miscellaneous supplies—Methods used in obtaining miscellaneous
supplies are generally similar to those used {or major commaodities,
The State association maintains contracts for wholesale purchases
of binder twine, fencing, coal, building materials, and electrical sup-
plies. County associations buy most of their binder twine, fencing,
paint, and roofing materials through the State association. A number
of them buy substantial quantities of coal and of some building sup-
plies from firms not included in the State association's contracta an
the State association had not perfected its wholesale contracta for
these supplies in 1939.

Methods of Paying for Supply Purchases

Supplies purchased from the State association were paid for by 22
of the 30 associations in cash in 1937; that is, within 10 days by some
associations, and by others upon receipt of invoice. This record of
paying cash for supplies purchased is somewhat better than that
which prevails among the sssociations generally.

The State association allows certain cash discounts, which vary
for different commodities. For example, petroleum fuels carry 1
percent discount for payment within 10 days. County associstions
almost uniformly avail themselves of this discount. Except on
fertilizer, farm machinery, and building supplies purchased in sizabie
quantities, credit is limited most.ly to 10 days. The maximum time
limit on credit from the State association is 30 days.

Beginning in April 1937, a system was established by which eounty
associations may keep on deposit with the State association sufficient
cash to cover payments of supplies purchased. A few county ssso-
ciations have found it profitable to use borrowed capital for these
original deposit credits. This insures them against lose of any cash
discounts. About 20 of the 30 associations had such deposits at the
beginningof 1938.” Under this deposit system each county sssociation

At the close of 1938, 4 couniy coopetatives kept cask deposits with the Natr smocislion s WMOSMEs
ranging fro about $500 1o 52,000,
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deposits with the State association 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 each ecounty in the usuel manner for the smounts of
purchase orders charged against its deposit, and the county associa-
tion sends 1 check so that ite deposit is restored to the original amount.
The deposit credit is considered equivalent to & check seat with the
purchase order.

This depoesit system has brought more cash discounts to the 20
associations than drawing checks to accompeny orders previously
had done, especially since either through oversight or becauss cash
funds were low, purchase orders often were sent without bank checks.
Furthermore, these associations apparently have been more ecareful
than the others in keeping their sales to patrons on a cash or a re-
stricted-cradit basis.

The State association has set up a system of cash discounts on sales
which is adapted to this deposit method of finencing purchases. As
shown in table 8§, the number of commodities on which discounts are
given is larger when checks are given with orders or when charges are
made against deposits than it is for 10-day settlements.

TapLe 6—Casu Discounts To County Associations oN Purcmases
From TeE Inpiaxa Farm Bureau CooPERATIVE ASSOCIATION IN
PERCENTAGES oF WHOLESALE Prices, 1939

Poyment in 16
CGommodily Duposit oredit | days or cheek
with order

Fercent Percent
Seed. o c e mmmmmmeememe e 2 1
Ofl and grease. e _ 4 3
Petroleum fuels_ e ace|ececeaae- i
Implemeubs. . e cnecamcemm—aua 2 i
HAINeSS oo ccecciccccccccaccccmmcmccecmam———an 2 oo
Hatchery equipment_ _____ ___ _______________________ 3 2
Paint, lumber, and roofing__ ... _____..__.. 3 2
Millwork . .o 2.
Coal e 2 1]
Wire fencing. o b S
Naills_ ..o el 2 [

i | perosnt for seitloment in 3 days.
‘Data computed by the suthor from reeards of the Indinna farm b connty ceoperative fons.

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 purehasing.
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Methods and Problems of Distributing Farm Supplies

The associations transact the bulk of their supply business with
their members; that is, with holders of common stock (p. 10). Of the
30 reporting asscciations, 17 made 75 percent or more of their sales
in 1937 to members, while in the remaining 13 associntiona the per-
centage for such sales was between 50 and 75 percent. The percentage
of total business transacted with stockholding members has incrensod
each year as annual common stock patronage refunds have inersased
the aumber of individual membera (p. 14).

Indiana county associations distribute farm suppliea primarily to
farmers. Of the 20 associations, 26 made 85 percent or more of their
1937 sales to agricultural producers, while the other 4 made smaller
percentages of their sales to producers. Business with nonproducers
consists mostly of sales of chicken feeds, mai baby chicks, and
petroleum products to townspeople.

Selling Petroleum Supplies

Truck drivers of the county associations traveling prescribed daily
routes sell pstroleum products at the farms on a commission basis,
These men are required by contracts to own their own trucks, but
the associations provide tanks for the trucks and ali the containers
and equipment needed for delivery. The driver is obligated to carry
public-liability and property-damage insurance and to guarantee the
association against responsibility as provided in the standard contract,

In addition to paying for upkeep and operations the driver agrees
to pay for all goods taken from the bulk plant, either upon the sue-
ceding day or upon his first return to the bulk plant. Accounts
created through deviation from this policy nre the obligations of the
driver. He is required to guarantee the association against loss by
furnishing bond or other personal security acceptable to the associa-
tion. Clauses of the standard contract obligate the association to
keep ample supplies of products on hand, but absclve 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 association. The
driver agrees to devote his full time to solicitation of petroleum orders
and to distribution of petroleum products handled.*

Through frequent visits of these salesmen to farms, farmers are
not only kept supplied with petroleum products, but also are kept
constantly in touch with their associations. For example, they may |
place orders with the truck drivers for any farm supplies but a neg-
ligible percentage of general supplies is delivered on petroleum trucka. :
More than 95 percent of the total petroleum sales of the 30 sssocia-
tions in 1937 were made by the truck drivers at farms.
¥ Ses Appendix, p. 82, for text of standerd comtrect.
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The following sales commissions paid to petroleum deliverymen are
standard (1939) in most counties: :

Commuodity: Commizsion per
Gasoline: galink, cents
Firstgrade. . ocoomooo e ieeemeeaa-s P
Third grade_ - .o 1.5
Kerosene. oo oo e 2
Traetoline el 1402
Labrieating ofl oo _a._ 5
GFBASE. oo oo oo oo m e m—cmuuiumammem————— 1perlb.

A few associations have made slight variations in this schedule of
rates for drivers whose territories are distant from the bulk plant, and
in two counties & 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 st 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 asscciations on
the average sold less than 2 percent of their petroleum supplies from
their pumps in 1932.

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

Special sales campaigns for 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
“gil campaign” period running from September 1 to December 381
each year, The motor-oil and grease campaign is conducted by all
ecounty associations in cooperation with the State purchasing associa-
tions. The State 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 atiain their quotas.
In this way it can determine more nearly the approximate volume of
lubrieating oil farmers will require during the year and make eontracts

 ‘I'his first of the twa assciations pays truck drivers a basic wage of §1 per day, plus commisslons of 1
sent per gallon on Brst. sud thind-srade gescling, one-half sent on tractoline, 3 cents on lubricating ofl, and
1 oent per pound en grease. ‘This sysiem of paying drivers was sdopted both 1o stabilise their earnings

snd to avold the sofe use of comemissions lfor truck deliverymen. In these two assoclations alt petrolenm
dolivery squipmant is owned by the cooperatives.
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in advance for the year. Farmers obtain quantity savings by agree-
ing to purchase specificd amounts of oil and grease during the ensuing
12 months.

During the 1937 campaign 26,975 oil contracts were signed by farm-
ers throughout the State, an increase of 4,449 contracts over the prev-
ious campaign ; and 766,393 gallons of oil were contracted, an increaso
of 115,549 gallons over the previous campaign. As a part of this
advance booking of oil sales, 390,670 pounds of grease was con-
tracted. A similar campaign was conducted to increase sales of fly
spray.

In 1937 the 30 associntions handled approximately 25 percent of all
petroleum purchased at farms within the territories covered by their
service (fig. 11).

Fertilizer.—Fertilizer selling is conducted largely by fariners who,
as commission salesmen, devote part of their time to soliciting fertilizer
orders from their neighbors. Selling is done usually by townships
with one or two solicitors to each township. Solicitors forward orders
to the county association, and it in turn sends them directly to the
State association in Indianapolis. Combined orders for all associa-
tions are forwarded by the State association to the fertilizer manufac-
turer. Fertilizer sales are extremely seasonal, occurring chiefly in
the spring and autumn months. Deliveries are made lurgely direct
from car door to farm, although recently there has been a tendency
for delivery to be made direct from manufscturer to farm by truck.
By keeping on hand only small amounts of fertilizer during the selling
seasons most associations have avoided large earry-overs of inventory.

FARM BUP \

SEF\I l n A ¢

t

Figure 10.-—A County MaNacER Discussive SeLLING Prosress
With His PetRoLEuM SALESMEN.

1

The most have who are awake 10 constant improvement in

methods of distributing farm supplies.
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Ficure 11.—PeTROLEUM Truck Drivers Loapmne Up ror A TrIP TO
: PaTRONS’ FaRrMs.
Supplies are delivered from these trucks direct to farmers’ tanks.

Distribution 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 sales to satisfactory levels.™

Feed and seed.—Feed is sold mainly at the associations’ warehouses
and usually is trucked away by farmers. Soliciting of feed orders in
advance has not been commonly practiced, but has been on the in-
crease since 1937. In the autumn and the winter of 1937 the State
and county 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 paid 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 against seasonal price increases.

Farm implements.—Most of the 30 associations sold implements
and tractors in 1937. For 22 associations which reported 1937 imple-
ment sales separately, such sales totaled $317,417 and averaged $14,-
428 per association. Gross savings on implement sales for the 22
associations averaged 14.8 percent. The highest rate of gross savings
was 23.3 percent, the lowest was 3.4 percent, and 1 association showed
a gross loss on its implement sales. Net income has not been ma-

 While it is oxpectod that local methods of distributing fertiliser wili remain substantially unchanged

by the new arrangement for cooperative mixing that goes into offect in 1840, it wili be of interest to observe
to what extent farmers provide a larger voluine of business for thelr own fertilizer plant.
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terially increased or diminished in most sasociations by farm imple-
ment sales. At present (1939) most asenciations handling farm
machinery use one fieldman who devotes his entire time to selling
implements, seed, and fertilizer, and to service work with members,

County managers listed the sale of farm implements high among
their leading distribution problems. Moet frequently the lack of ade-
quate display facilities and the need for trained implement saleamen
and servicemen were felt. From 1936 through 1939 an intensive
program of training farm-implement salesmen was conducted by the
State association through its farm-machinery department in coopern-
tion with county associations. It is generally agreed by county
managers that most farmers lack sufficient familiarity with the line of
implements handled. Special effort and skill sre required to convince
them of the merits of the brand handled by the associations ss com-
pared with certain other brands well known to Indiana farmers. This
has made it doubly important for the sssociations to have adequsate
facilities for displaying machinery and trained stafls of servicemen
who can make demonstrations to patrons and produce business.

Financing sales of unplements has been another leading problem.
A pnumber of associations have found this problem may be overcome
in several ways. Implements may be obtained by the associations on
consighment; and if farmers need time for pavment, installment
contracts may be arranged by the associations with the factories;
farmers may discount their notea at local banks or obtain loans from
production credit associations. In & few counties the cooperatives
have financed farmers’ notes or have assisted in arranging loans from
the local farm bureau credit union. With these financing methods
available, it seems that the problems of financing farm-implement
sales by cooperatives are secondary to efficient methods of wholesale
purchasing, proper handling facilities, and well-trained and experisnced
servicemen.

A factor of practical importance in building up &n implemcent busi-
ness is the trade-in allowance for used implements. Difficulties from
trade-ins vary greatly among counties because practices of private
dealers i prices and trade-in allowances vary greatly. Between 1934
and 1938 managers and implement salesmen of the cooperatives
graduslly have been learning sounder metbods of handling trade-ins.
By 1939 county managers were using and perfecting their own indi-
vidual policies with respect to accepting and appraising values of used
implements in relation to the known conditions of the local implement
market. Furthermore, 8 system of State-wide exchange of informa-
tion through the eentral association on available supplies of used farm
implements and farmers’ demands for them by counties which was in
its nitial stage late in 1937, bas continued to make progress.

Competition has been one of the leading barriers to the develop-
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ment of the cooperative farm-implement business in Indiana. In
some counties locn] services by private desalers 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 since 1935 of a cooperative source of farm
machinery and tractors promises eventually to have the same bene-
ficial effect upon handling margins and quality of services as was the
case for fertilizer and fsed in earlier yesrs.

Improvements in Sales Methods

Sines 1934, selling nctivities of county associations have been
increasingly coordinated with the sales program of the State purchas-
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 commeodity depart-
ments. Meetings of this type were begun in 1933 and 1934 for petro-
leura 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
salesmen and menagers for improving sales methods.

These meetings are followed up with regular visits by the State
association’s fieldmen to the county cooperstives. These fieldmen
give information about supplies and ways of displaying and demon-
sirating 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 associztion’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 nlong commodity lines. 1n 6 of the 30
- associations sales volumes range from $300,000 to $700,000, and the
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job of providing trained and aggressive employers to handle such
departments as feed, petroleum, farm equipment; and fortilizer has
become & major responsihility of the county managers. The State
association has encouraged efforts to develop special commodity de-
partments with trained men in charge.

In order to share experiences, managers of county cooperatives
have formed a State-wikle managers’ mssociation, A 2-day meeting
is held semiannually, customarily in June and October, at one of
the State parks, In advance of the meeiing committees of man-
agers representing county cooperatives in sach of the 10 farm bureau
districts work out programs for rendering bettor services with in-
creased efficiency, and these suggestions are reported et the State-
wide gathering. Their common problems are discussed, and all
proposals are considered for improving methods of distribution and
general operations. After the managers have had full opportunity
for discussion, resolutions reflecting the opinion of the group may
be proposed and voted upon. Individual managers enrry copies of
these proceedings and resoliitions back to their counties for use in
developing more efficient methods of operation and closer coordina~
tion among the various counties,

When requested, officials of the State associntion attend theme
managers’ meetings to assist in formulating sound policies and im-
proving existing practices. The meetings of the managers’ association
are planned by its officers, the general manager of the State associa-~
tion acting as adviser.

Pricing Policies

Prices charged by county sssociations generally equal thase of
competitors. However, variations occur in the pricing of different
supplics. For example, petroleum products and fertilizer gre com-
petitively priced while certain other supplies such as feed, seed, fence,
twine, and implements are priced at times more on & basis of cost plus
usual margin. Generally, however, the county cooperutives set
prices in relation to market conditions.

Indiana farm bureau cooperative associations endeavor to svoid
practices that lead to price rivalry. In pericds of keen price compe-
tition, they try to maintain their customary prices sand margins.
They set prices below eost plus a reasonable margin only on rare
occasions when general price wars necessitate some special effort to
hold established patrons. Even in such eircumstances, when ruin-
ously low prices continue on particular supplies, the associations
usually advise their patrons to buy temporarily from private dealers
so as to avoid financial loss to their cooperative.

Petroleum products are delivered to farms st the same prices as
those charged at bulk plants or at fuel pumps of warehouses. 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, depending on the total quantity delivered,
is allowed in accordance with the practice of the industry. Price dis-
counts for quantity purchases extend - alse to other prineipal supplies
including feed, seed, fertilizer, and twine, but prices charged for de-
livered commodities differ from county to county and by quantities
purchased. The chief quantity discounts granted on supplies in 1937
were as follows:
Commodity: Quontily discounts aliowed
Gasgoline._______.______ 2 cents per gallon on 25 gallons or more.
1.6 cents additional discount per gallon on gaso-

line sales totaling 1,000 gallons per month or
more.

Lubricating ofls ... ... 5 cents per gallon on 5-gallon lots.

Grease___ .. eoooo . . 1 ¢ené per pound on 25 pounds or more. .
Feeds_ ___ . ___________ 50 cents to $2 per ton on orders of 1 ton or more.
SakW. ... $2 per ton on fon lots.

Fenee_ _ _____________. 1 cent per rod on 100 rods or more.

Fenceposte. ... .. .. 1 cent per post on 100 or more units.

Soms county managers question the soundness of giving quantity
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 fo in
the analysis of credit practices (p. 49).

Although farmiers’ cooperatives in Indiana have maintained a
policy of quoting competitive prices on their farm supplies, their oper-
ations have generally tended to produce s narrowing of bandling
margins and consequently lower retail prices on the supplies. This
effect of cooperative activity on the pricing habits of private trade
may be explained as the outgrowth of knowledge of costs and prices
provided farmers by their cooperatives. It may. also be explained
in part by the fact that the price-reducing character of patronage
refunds tends to keep private trade alert to meet the competition
offered by cooperatives.

Seasonal Character of Sales

In general, sales of farm supplies by the associations are heaviest
in the spring and fall months. Pstroleum supplies, seed, and fencing
show greatest sales between 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 scasonally 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. Apri 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 cerfain mis-
cellaneous supphies which are less sessonal or which reach their pesk
sales in the months of lowest sales of major supplies.”

Control of Inventories

Stock losses or shrinkages are an important operating problem in
connection with the selling of farm supplies. The losses may be
traced to & 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, fencing, 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 asscciations, however, have such regular
records of inventory deductions since they have depended solely upon
the periodic inventory made af 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—a shrinkage or gallonage
report is customarily made by the State association’s suditors at
the end of each audit period and is included in the audit. Many of
the sssociations, however, have not presented shrinkage figures for
grease, lubricating oil, and tractor fuel because they lack full records.
The shrinksge stat: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.’®

# Monthly salez data for M7 were oot obtalned. A percentage summary of the 1054 sales of principsi
farm supgpiles by months {n thes & associations from which such dats were obteinable, showa {n the ap-
pandix {table 22}, Indieates a general tepdency for avernge monthiy sales from March to October, inclusive,
6 remain telatively high szoepi for a slight declins in July.

# Indiana county cooperatives have shown their shrinkages in percentage of their epening fnventorie®
plus their purchases during the perfod. ‘The uso of this method fends te show the shrinkags as & lower per
centage than whex shrinkage is calpulated in relation to volume of sales. Since in the petroleurn industry
shrinknge is goneraliy reporied ia percentage of volume sold, which 1y a8 moreconzervativamethod, the county
cooperatives might bensfit by ekanging to this method.
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A statement of the type just described, which can be made only if
the gallons sold have been recorded, is given in the following sample
record for gasoline:

Item: Tatlens
Opening inventory._ ... .oa ... 10, 479
Purchases_ _ _________ __ .. . _..._... 110, 702

Total . _ . 121, 181
Jesasales_ _ _ __ ... 105, 113
Bookinventory. ... __________________. 16, 068
Actuel inventory_______ . ____ .. ___._._ .. 11,535
Shrinkage _ . ... __._ ... 4,533

Shrinkage s a percentage of velume sold. 4.3

Percentage figures in table 7 show the shrinkages for gasoline and
kerosene from 1934 to 1937 for the 28 associations for which shrinkage
data were available. 1n comparison with widely accepted standards
of efficiency, these shrinkages in many associations were excesaive for
all 4 years. In 1937 shrinkage of gasoline was sbove 2 percent in 24
of the 28 associations, and for kerosene it was 2 percent or more in
9 associstions. Inasmuch as shrinkage of about 1 percent of the total
sales in gallons is ordinarily considered sufficient allowance ss s
handling loss on gasoline snd from 0.5 to 5.0 percent on kerosens,
the large number of associations which had shrinkages ranging from
1 to 7.5 percent on gasoline and 0.5 percent on kerosene should serve
as a warning that wasteful methods of handling are being employed
too generally in these associations.

While much shrinkage apparently comes from spillage resulting
from careless bandling methods, table 7 indicates also that, in general,
shrinkage percentages were largest in associstions with smallest sales
in gallons. This probably is indicative of slower moving inventories.
1t should stimulate the associstions to develop larger sales volume to
reduce their losses. [Excesses of actual inventory over book inventory
were realized principally on kerosene. Fewer associations showed
such overages in 1935, 19286, and 1937 than in 1934.

A number of associations attributed their high shrinkages to various
conditions, euch a8 extreme variations in temperature at the time
of taking inventories of fuels, which through expansion and con-
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 branches as a
means of extending farm supply and marketing services to farmer-
patrons. Usually branches consist of grain elevators with warehouse
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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
{ull ines of supplies.

TasLe 7.—8SnrinkaceE oF GasouiNE aND KeroseNE 1N PercEsTacEs
of Tortar Saies 1IN Garrons ror 28 County Associations, 1934
To 1937

Bhrinkage a3 5 perconisgo of total salss in guilons
wgara s dmiee ot —
1934 | s | 136 | 17 | 1ead | s | ie | war

| 1.7 0.5 0.8} 4811071051405 Q. 1
2 e L1 .6 .6 L1 .1 {1 .2 L2
. S 32 23 274 27 tgf 1.3 12 .8
4 . 48 3.8 24 2.3 121 33 i6 1.1
L SR 22 26 2.4 2.2 .8 ) oy .8
B .. 1.3 1.2 3 Lo €1 .B .1 .8
F o e 3.7 4 4] 32 2.7 281 45 .1 1.3
& . ___= el 40; 35| 2.5 2.0 .8 1.1 .8 .4
O .. 29, 28] 51 | 78] L1 1.2 i1 1.2
3 SO ) {3 41 29 .8 ) 27 50
L3 SR 3.5 1.7 34 24 .4 .5 1. & 22
12 . 1.0} 3.3 261 2.8 1.5 1. 3 2.4 5.4
1 581 40 .1 20 21 2.6 2.2 1.8
Mo ... 23| 28 28; 4.4 {5 55 (2} 1.7
5 ... 24 2.8 1.6 3.8 5 1.7 .4 .7
W .. 35| 42 3.0 47 .8 1.0 1.7 1.8
17 .. 341 3.6 33 31 24 . {3) 1.9
18 e 66| 3.6 5.4 58 .ot 3.7 1.2 77
19 . 31 494 3.3 490 1.8} 83| 3¢ 34
-+ H e._| LB 2201 22 3.4 7T 46| 2.3 1.9
- SR 43| 33 6.7 61 " &) 2.6 4. 4
22 ... 34 {® (4] 741128} 4.6 1.8 9
23___ ... ™ ] ® 4 4 * o 7.0 23
-2 S &) 4 7 (3] 34 L2 .1 .8 1.9
85 ... g ™ M 7.7 1238 £1 .6 20 1.8
28. ... 32| 49 51 53 ) .o e .2
- 53 4 3 3.7 48| 30 .1 21 2.5
-2 S 139 26 4 4] 67| 2.6 1.6 1.3 48

Average____ .. 31 27 271 29 .3 i5 1.3 L7

1An exeas of actunl inventory over book inventory was realised.
¥ Nao shrinkage report was made.

Eouroe af data: Records of the Indians farm b ty peratives.

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

g1 —a0—o
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association, and sales of farm products of $074,617 with an average
of $108,291. About 42 percent of the 1937 farm supply business and
about 83 percent of the marketing sales in these nine associations was
handled at their branches.

To determine accurately the net eaming capacity of branch opern-
tions, it would be necessary to show expenses and other operating
data for marketing separate from those for purchasing, None of the
associations provided a thorough classification of this kind for their
branch or main warchouse operations in 1937. Table 8 shows, how-
ever, for 6 of the 12 associations sales of farm supplies and farm
products, gross savings for these 2 clnsses of snles, and their expenses
and net operating income, segregated for the 6 main warehouses and
for 14 branches. At the main warchouses 85 percent of salos ropro-
sented supplies, while at the branches about 60 percent of sales
consisted of supplies and 40 percent of products mnrketed.

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

Expenses per dollar of sales also were lower in the branches chiefly
because the associations customarily followed a praetics of charging

TasrLe 8. —Farum Surrry anp MargeTiNnGe OPERATIONS OF THE INDIANA
Farm Bureau CoorPERATIVE AssociaTions AT 6 Mamw anp 14 Braxcu
WAREHOUSES

Amoant Peroeniage of tola) sales
Hem
8 mmain 14 branch A maln t4 branch
warehatises werehouars warchonses warohotises
Dollrss Doliars Pereent Prresnt
Farm supply sales_ _ . _____._ 888, 075. 14 | 717, 939 41 100. 0 106.0
Cost of sales_________. 718, 843 10 | 628, 348 79 8. 4 7. 6
Gross ineome______ __.__| 188, 231. 95 8%, 500. 52 19. 6 12. 4
Marketing sales______..._..| 49,207 73 | 520, 308. 55 100, 0 100. 0
Costof aales. __ . ______ 45, 1065. 45 | 511, 321. 82 81 8 96. 6
Gross income_ __ ___ .. _ 4 042 38 17, 986. 63 82 : 34
Total sales._________ 937, 282, 8T 1,247,247.88 100. 0 100, 0
Total gross income. .. _.___ 173, 274. 33 | 107, 577. 45 18. 3 87
Expenses. ________________ 148, 454 41 | 105, 859. 18 15 8 85
Net operating income_ . ____ 24, 819. 92 2,218 2¢ 25 0.2

Data computed by the aathor from records of the Indiana farm bureas ecuniy

cooperative associations.
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Figure 13.—Recurar Trucks Usep on Dary Roures anp A Licut
. EmerGeENcY DeLivERY TRUCK.

Light delivery trucks are used by some associations to take care of rush orders. The
heavier type trucks are used 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 & 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 branches have not always been conducted in & manner to
produce satisfactory gross income on supplies, and, therefore, that
the branch operations prior to 1937 generally needed more careful
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 ususally 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 commonly
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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Ficure 14.—A Farmer Taxes Home A Smarr Loap or Feep.
Associations usually do not deliver small orders.

as a rule each farmer hauls most of his purchases of such commaodities.

Charges for delivery are generally included in the prices quoted on
supplies. Therefore, if farmers pick up large orders of feed, twine, or
seed in their trucks, an allowance is made in the price charged. On
feed, delivery charges average $1 to $2 per ton; on coal, 50 cents to
75 cents per ton; and on fertilizer, 50 cents per ton. Few of the
associations have a schedule of delivery charges graduated according
to hauling distance. The practice of quoting “delivered” and “at
warehouse” prices has generally been used for the purpose of inducing
farmers to haul their own supplies.

In associations that render marketing services, farmers ususlly
deliver grain products to the cooperatives’ shipping point, and take
return loads of supplies (fig. 14). In 6 of the 30 counties trucks owned
by the associations were used to pick up grain. In such cases,
managers frequently combined delivery trips to the farms with return
loads of grain to make the fullest use of truck facilities.

Extension and Control of Credit

The bylaws of the county associations stipulate that—

All purchases and sales shall be made on the basis of payment in cash or ita
equivalent, except in cases or phases of the business where the board of directors,
by reason of trade customs or conditiona shall have found it necessary to grant
eredit for certain periods of time and under specified conditions, and shali have
passed express resolutions governing such cases or phases of the business.®

WA VL, see.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 impossible to restrict business
to & 100 percent cash basis. In starting limited eredit, generslly
directors have passed resclutions authorizing extension to “good
risks” for short periods as & convenience to patrons. This action is
defended on the grounds that many farmers would patronize com-
petitors if credit accommodations were unsvailable from their own
cooperative associations.

Mansgers in 24 of the 30 associations believed some degree of credit
extension to be necessary in selling farm supplies. Typical sugges-
tions made by suceessful managers for controlling eredit were: Restrict
all credit to ecases of justifinble 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 percenfages of sales and by number of associations is
shown in table 8. Of the 30 associations reporting their credit prae-
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 eomparing these estimetes of eredit sales with the percentages
which total recetvables at the end of 1937 wers of the year's sales, it
was found that associations which kept their eredit sales to lowest
proportions had smaller proportions of receivables to sales. Con-
vearsely, those associations that extended eredit 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 prineipal supplies
also extend credis on all other sales. In 22 of ithe 30 associstions,
credit on sales had been approved by the board of directors and full
discretion was delegated to the county manager as o where and how
liberally credit was to be extended. The remaining 8 used various
methods of controlling eredit. In none of the 30 associations were the
managers held personally liable for uncollectible acoounts. Snrety
or indemnity bonds earried on all managers do not cover losses arising
from the extension of credit.
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The credit experiences of Indians county purchasing associationa
show a need for more efficiency in management of credit. greater care
in differentiating good from poor credit risks, and limitation of credit
to periods of from 5 to 30 days.

Credit Extension on Petrofeum Sales

Methods of handling eredit on sales of petroleum products by truck
drivers varied greatly among the 30 associations. Twelve associations
required each driver to pay cash for petrolenum supplies either at
time of loading or upon first return to the bulk plant, The driver was
then usually free to extend credit to his patrens. Eighteen associn-
tions placed upon their books the aceounts created by credit sales of
the driver, Most associations required each driver to give 8 personal
bond for & sum varying from $50 to $200 to guarantee pavment for
merchandise carried on his delivery truck. A few associations areu-
mulated reserves from truck drivers' commissions to oflset any petro-
leum accounts more than 60 days old.

There has been a definite tendency in the past 3 years for the county
associations to shift the burden of carrying credit on petrolrum
business to the truck drivers. In at least half of the 30 associations,
credit sales of petroleum products by 1937 were considered solely
the truck drivers’ responsibility. A few associations, however,
through close supervision by the county manager of truck drivers,
bave satisfactorily controlled extension of credit on sales of petroleum
products, In these cases, the usual credit problems have become
fewer both because better judgment has been exercised in extending
credit and because alert and businesslike managers who know the
dangers of lax credit practices, have required prompt collection of
asccounts.

Failure by drivers in & pumer of associations to make cash settla-
ment for sales of petroleum, as prescribed by their contracts, usually
may be traced to increased liberality in extension of credit from 1935
to 1939. Although many drivers extend considerable credit in the
busiest seasons, most of them collect their accounts fairly well later
in the year. Nevertheless, if credit is extended liberally on petroleum
sales, it may result in similar credit being sought on other commaoditios
with harmful resulis.

County managers generally believe that drivers make collections
more promptly if they are required to pay cash for their loads at time
of loading or to be responsible for credit extended to their patrons.
Under this plan the drivers realize that they are personslly financing
credit to their patrons; and it is believed that this fact effectively
influences patrons to pay their sccounts more promptly.

Some county managers have exercised care in instructing drivers in
ways of avoiding credit business. In severs! associations patrons
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have been led fo borrow from their farm bureau eredit 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 preduction
credit sssociations to purchase petroleum needed in preduction ac-
tivities. In general, however, more farmers should be impressed with
the functions of these cooperative eredit 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 & considerable extent,
other special inducements are offered by competitors to make sales.
For example, county mansagers 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 make special price reductions by sharing commis-
sions or granfing 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 for Customers’ 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 fo credit patrons and in the case of older aecounts
special collection visits are made.

A list of sceounts receivable is made up monthly for eaeh petroleum truek
driver. Each driver then tries {0 collect both petroleum acecounts and others for
general supplies. In the busy season petroleum drivers sre provided statements
of their patrons’ accounts each 2 weeks. These patron lists show credits of the
last month separate from credits older than 30 days.

Directors check monthiy the status of aceounts and notes receivable on & list
classifying them by age; that is, under 30 days, 30 to 60 days, 80 te 120 days, 120
daye to 1 year, and over 1 vear old. This classification is then examined by a
special credit committee of the board and collection is pressed.

County sssociations do not usually give discounts for prompt pay-
ment of patrons’ accounts, nor is interest charged on accounts 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 & system of giving dis-
eounts 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 accounts running more
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than 30 days. For other supplies 2 percent discount waa allowed on
accounts paid within 5 days of sale. Aceounts raming more than 5
days, but less than 30, received no discount. Also interest at 8 per-
cent was charged on nonpetroleum accounts unpaid after 30 days.
Credit patrons, therefore—whose accounts were not paid in § days
from date of purchase-—paid 2 percent nbove the pricea paid by other
customers on all supplies except petroleum products. 'The manager of
the association stated that patrons appeared satisfied with this system
of charging the cost of credit to those who were using it. An imtercst-
ing reaction to the credit plan, however, developed. Many patrons
who probably would not otherwise have asked for credit began to
use this credit chiefly as an sdditional serviee for which they were
willing to pay. This reaction of patrons indicates the desirability of
training farmers to use specialized cooperative credit institutions,
such as production-credit organizations and credit unions,

The State association began about 1937 a program of education on
the purposes and the methods of credit uniona. The program was
designed to assist farmers to combine their own eapital funds and
thus to have at hand & source of loans for production and other short-
time purposes.

The farm bureau credit unions were getting well started in Indiana
counties during 1937. Of the 30 associations 16 had active credit
unions.® Three of them had paid-in eapital of about $50,000 each at
the end of the year. Total loans ranged from $5,000 to $15,000 in
the 16 eredit unions. Their growth has been rapid in some counties,
and they offer farmers opportunities both as savings institutions and
as sources of loans for production purposes at reasonasble rates,
County cooperative managers reported, however, that Indiana farmers
were better acquainted with the savings service of credit unions than
with their loaning activities.

Loans from county farm bureau credit unions were used during 1937
by farmers in 14 of the 30 counties to pay cash for purchases of farm
supplies from the cooperatives or to pay old sccounts. In 3 of these
14 credit unions, 90 percent or more of the loans were emploved by
farmers for cooperative purchasing; in 5 others, between 50 and 90
percent of the loans were 30 used; in 6, less than 25 percent of credit-
union loans were used to purchase from the cooperative sssociations.

Loans by producticn-credit sssociations slsc have been used by
Indiana farmers both to pay cash for their supply purchases and to
wipe out old accounts. While most county cooperatives reported sales
in 1937 to farmers who had received production-credit loans, reports on
the exact extent to which such funds were used for these purposes

* There wre now (1939 47 farm buresa county credll widons that ore heiping Lo sopply the short-time
credit needs of fsrmers. Loans by these creditl anlons are ineressingiy bring empioyed by farmers Lo s
- sapply purcheses through itheir coapty socperaliven.
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were not available. The following comments by managers of five
cooperatives, however, indicate the importance of these lecans o
farmers:

To & considerable extent production-credit loans have helped in purchases of
feed, peed, and fertilizer.

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

Production credit has improved eash buying by farmers, principaily on fencing,
paint, farm implements. The farmer gets & cash discount when buying with the
proceeds of & production-eredit loan, but if ke buys implements with his owr note,
he gets no eash discount.

It is impossible to estimate what amount or proportion of production-credit-
ssgociation money comes infto the eooperative sssociation. There js a large
volume of production-eredit loane in the county. The manager of the production
eredit sssociation district office is a Iocal farmer and a director in the local soopera-
tive purchasing assoriation. This has made it possible for the cooperative associa-
tion to work ¢losely with the production—credit association in furnishing supplies to
farmers who are borrowers.

How much production-credit money comes into the cooperative associstion is
unknown, but the tendency is for Joans to be directed to the cooperative associa-
tion. The eecretary-treasurer of the coopersative is local agent for production-
eredit 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
sssociations have seldom permitted payment of patrons’ accounts
with stock.

Methods of Marketing Farm Products

In 1937, 15 of the 30 associations essisted farmers in marketing one
or mors 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 sssociations 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 $wo asssociations
handled farm produets on commission, except wool for which all the
associations were paid 0.5 cent per pound handled. In the case of
fometoes, an advance was paid to growers when tomatoes were deliv-
ered te the cannery; the association supervised canning and mar-
keting operations and made further payments to growers as proceeds
were realized. Most of the grain was handled by purchase and resale,
and was stored in locel elevators while awsiting shipment (fig. 15).
The associations sither operated on their own capital or were author-
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ized, in paying farmers for grain, to draw drafts upon & central brok-
erage agency to which the grain was consigned. Grain owned by the
cooperative is generally protected by hedges made by the Indiana
Grain Cooperative on the grain exchange.

In 1037 wheat made up 45 percent, and corn 31 percent of farm
products marketed by 15 associations for which sales and groes
income figures were available, as shown in teble 9. Of the 15 asso-
ciations, 10 handled wheat at & gross loss, and 2 handied corn and
other grains at a loss. Especially heavy losses on wheat in 1037
wera attributed to lowering of grades on wheat shipmenta at shipping
destinetions after the associations had purchased from farmers at
higher grades. Average gross loss on wheat per dollar of silea was
1.2 percent. On corn average gross margin was 1.9 percent; and on
other grain, 8.7 percent. Soybeans produced & gross margin of 5.9
percent. :

Livestock was handled by one association on an average gross
margin of 0.9 percent, whils gross margin on poultry was 6.8 percent,
and on butterfat, 8.3 percent. Average gross margin on total five-
stock and livestock products was 5.8 percent.

Managers of the 15 associations that marketed farm products in
1937 held the opinion that cooperative handling of farm products had
inereased their farm supply business and that many {armers obtained
their first acquaintance with cooperative purchasing of these supplies
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 products, but partly also
as s means of paying accounts created by supply purchasing.

TABLE 9.—S8aitEs VaLue axp Gross Income oN Farum Probpucrs

Hanprep By 15 Inpiana Farm Bureav County CooreraTivEs,
1937 d

Value of sales Oros incoms
Number
Produet handicd gé :;::‘ Amoat Percent- Percent-
; age of Afoeont age af

toial mies] total mbes
Duoligrs Percend Dolinrs FPereent
Wheat__________ . ___.___ 14 H87,301.83 { 45. 0 |'—6,7R5. 80 ¢ —1. 2
L0 + OO 8 392,599.25 | 31. 0 7. 426 50 19
Othergrain____.___________ Lt 75, 899, 93 60 6, 572. 81 87
Boybeans__________________ & 75, 501. 27 80 4,474, 82 59

Livestock and livestoeck
produets ________________ 3 150,123 251 120 8 643 22 58
Total . L. _._ 1, 261, 425 51 |100. © 20, 331. 26 L&

1 A minus sign indicates groms loss.

Dats computed by the author from records of the fndiana farm bureau couaty coopetstived.
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Figure 15.—A Tyricar Grain ErevaTorR with SURPLUS STORAGE
TANKS. ’

In 1937 grain, accounted for more than two-thirds of all farm products marketed by the
associations.

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 & basis to meet local competi-
tive feed prices. (See p. 28.) The associations reported that this
service created a local market for their members’ grain. Although
feed grinding and mixing services have been expanded in several
counties, the largest part of the associations’ feed sales consisted in
1937 of formula feeds purchased through the Indiana Farm Bureau
Cooperative Association.

Expenses 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-half of total expenses. The rémaining
associations considered their marketing expense relatively small.
Since handling farm 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 sales and gross savings vary greatly from year to year, net
income from marketing operations has been exceedingly variable,
and in several 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 e particular year

a r large.
pres Accounting Methods

Systems of accounts and records are generally similar in the pur-
chasing associations. ~All but 8 of the 82 associations have adopted
standard aceounting forms and procedures submitted to them by the
Indiana Farm Bureau Cooperative Association at the time of their
organization, As the cooperatives have developed, the standard
system of sccounts has been adapted in varving extent to ment loeal
requirements, It, therefore, now (1939) refloria to a considerable
extent the individual association’s particular necds and offers a de-
sirable flexibility in & federation of locally governed associntions,”

These standard forms are based on the following requirements:

1. Complete and sccurate records of all business transactions.
These include purchase orders, sales tickets, bank checks rs evidence
of money disbursed, and statements covering receipts and disbume-
ments of cash from sales, for expenses of operation, and for other
purposes,

2. A clear classification of all transactions in journal form. Special
journals for sales and purchases usuelly ere kept in addition to a gen-
eral journal.

3. Ledger accounts classified into mssets, linbilities, net worth,
income, and expense groupings, Subsldtary ledgers are kept and a
control account is maintained for them in the general ledger.

4. Inventories taken semiannually or quarterly by employees,
being checked by the suditor or by independent appraisers only
through occasional check test. Periedic counting and pricing of in-
ventories have a direct effect upon the process of computing gross
savings, and hence the directors of the associations, in most instances,
need to require that a more complete check of inventories be made by
some independent party.

A few of the associations keep perpetual inventory records in order
to enable the management to supervise stocks more efficiently and
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 sssociations vary greatly in frequency, extent,
and completeness. In 11 of the 30 associations a financial report waa
prepared monthly by the bookkeeper or the manager for the directors’
rﬁzztings. In the other 19 associations less frequent reports were
made.

¥ For reprodoctioas of somewbhat fmilar secounting forms and s detafisd explanstion of standard methods
of Eeeping these records, the reader s referrad to Lister, J. H., COOPERATIVE PURCHASING TEAGUNR TES
TE3INGIS FARM SUFFLY CO. AND IT8 MEMBER COUNTY COMPANIRS, Farm Credit Administration, Bail. 0, 173
pp., fius, 1838, Bee pp. 56-00. -
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Most associations have gradually recognized the desirability of
regular audits by ocufside accountants. The State association has
stimulated these demands for accurate auditing service by providing
trained auditors whose principal duties are to assist the county
associations at & standard per diem fee. Of the 30 associations, 14
had quarterly audits in 1937 prepared by suditors of the State asso-
cintion; 12 had semiannual sudits, and 4 annuel audits.

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

IN ORDER to show the operating and financial condition of the
county associations, an average balance sheet and an average
operating statement for 1937 and 1934 have been prepared based
on date 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 Indiena county cooper-
atives® However, since the fiscal years end at various dates,
certain items 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 lisbilities and low cash., Thus to
some exten{ the average balance sheet does not appear as favorable
as it would if all audits wers 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 &
whole, and when grouped by commodities handled and services offered.

Average volume of sales for all associations, including sales of
farm products, incressed.in value between 1934 and 1937 about 8¢
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
sither 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
eounty cooperatives to their patrons.

That sueh diversification brings greater growth is indicated by the
comparative volume distribution of associations by types in 1937.

# Comparison ¢f the aversge percentages on the aversge operating statement and balanoe sheet of 34
sssoointions for 3887, shown in tadles 10 and 19, with tho similar Agures for 82 associations in 1937, shown
it tahles § and 4, indicates the highly representative character of the 30 salectad associetions.

# Far exampls, i 14 of the 30 associations, fiscal periods sndsd on Diacember 31, in 7 oan November 35,
fn 7 on Gotober 31, in | on Sopiomber 30, and fu 1 oo August S

8 Compare tatls 10 with table 2 for similarity in parcontages of commodity sales by all associatisns and the
salected 30 in 1937 and 1954,



TasLE 10.—AVERAGE OPERATING STATEMENT, BY T'y2E OF Assoctatton, For 30 Serecrep Inprana Farm Bureav County
CooperaTives, 1934 anp 1937

19H 1987
Item Type of association Type of association
sssoctations socintion
ony assoclations
17 general 17 wenernl
m";ply 4 muarketing | 5 petrolenm supply | 8 Tarketiog | 8 petroleurn
Balea: Dollars Dollars Dollars Dollars Dotivra Dollary Imilore Dollary
Petroleum supplles ... oo 41,367, 538 38, 375. 58 40, 760. 20 52, 511. 99 67. 29, 91 5, 500, 48 67, 258, 01 V2 ®t. N
Qeneral frm supplios 85, 060, 86 365, 325, M4 TH 0. 78 0, M0, 44 118, 451, (4 MO 363,00 | 171, 400,32 #1, 229, 58
Farm products marketed 75, M5 83 10, 033, 78 SMETI0 | L. 42,047, 6% 8, 0. 00 140, 082.80 | ...l
R L PR Bt Y. 1% -] 108, 234,78 | M8010.08 TR6L A4S | X188 4 ITOSSN 04 | STBLTIOGN { I5ANIA W
Coat of snles: 1
Patroloum spplivs........ 30,482, 14 9, 500, 18 20, TR 99 86, R, 3 54, %3083 48, 50K 14 52189 T4 5. ®
Cleneral farin supplies... ... . 48. 312 08 48, 806, B4 66, 813. 03 17,718, 61 101, 817. 42 5, 449. 38 145, 419 8] &2, 480, A
Parm products marketed., . .oeooeeonn v ammea——— .79, 18 KT o0, 81L 41 ... 41,300, 81 8, 573. 88 1. NLD | ominarereen
Tolal cost of sales. .. ... . oo, 100, 453, 88 BO.B.77 | 157,33 13 55, 00104 | 104 327.08 150,50 38} AN 10808
(lrow ading Income: .
Petraleum supplies. ... ... [ cveeanraveareann s 10, 913. 41 9,875 40 11,081, 51 14, 153, 08 14, 920, 08 13, 399, 22 15313 16, 748, 02
Qeneral rm suppliee e 7,653, 90 7,618 00 0.97. 72 2 535 53 10, 533, 02 4, 91 68 B LT am.T
Farm products marketed. ... ..ol 1, 517.08 908, el . Lrediil L ] Aadanar) . .
TOLRE groxs Lrading L0oome. .. .o.vneaneuennroanny e 0, 08, 37 18, 4, 01 P20 m.mmj 32, 43141 8, (00, 76 44, M0 84 |, W
Othier opermting MOom®. . ... oo eian s LWLT 1. 198, 95 35 TT . ae | 4 060, 16 LA 4.0 0 | 077
Groms trading sod olbher opersting Inoomm.. ... "y 1 58, 98 7.9 W 18, 903 43 HELT WA »m ni m o
Opernting SRPODOO. . .o ..umnninieasie e aitaniananessnnaens s 18, 781, &0 18 T1S X0 I, 0. %0 R TH o, m.m -t R we o 0w 53
)
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PERCENTAGE OF BALES

Balen: Percent Peroent Peyernt Peorcent Prroens Pereent Frereent Perpend
Petroleum suppliss. .. ... .3 36.5 0.3 72.2 2.5 ) 17.8 . 1
(3enersl farm ARPPULS. . oo v oo mmm e mmmmmnan 46,4 53.4 2% 7.8 2.0 81.8 45.2 3.0
Farm products marketed 1.3 0.1 L% 2N P 1B, & 40 CEN YA | I I

Total salod.....veevnenninn o 100.0 100.0 100.0 100, 0 100. 0 100 0 100.0 100. ¢

Cast of sales:

Petroleamn Suppllen. ., ..o voeervemrrrmmrmnnmmmmmrwon s s 5.8 27.1 16.2 52.4 2.0 .0 13.8 47.2
General inrm supplics. .. 40.1 46.2 4.5 "3 44,6 53.5 8.4 2
Farm producty marketed 18.0 9.2 8.2 | e 18.2 4.4 10 T D
TTOLAY SOBE OF BRIOK. « oo ocee e e e e e e et e e 0 a s 83.3 8256 85.9 7.9 858 B3 8.4 Bi.4
Grross trading INEOM. ... ...\ wwrvsrcrmmemrr e ca e e 16.7 17.5 14.1 2.1 4.2 15.7 |49 4 8.6
Othar operating income. 1.0 L1 L1 .8 B Lo L9 10
Gross trading and other operating Lneome_ .. .....evruruas 17.7 18.0 15.2 2.4 15.1 18.7 2.7 184
OPOIBLEOR BRPBOB0. . oo vre e aee smcm mnm e e vt o m 13.9 H.e 1.8 1.0 1.8 18,3 10.2 13,7
Nat pperatiig iDCOMB, . . wunvwmr=«wrnrmwmwremn==nnmer=nro= - 3.8 a7 3.4 6.4 3.2 3.4 25 49
AGd-Other INBOMO. .cnnnann 6 4 Wi .7 B 1.1 ] L1
Deduet—Osher expronses. ., . 4 8 4 4 2 .3 .2 2
INOE FIMSOIIR. e« o et st s 0t 0 £0 3.5 8.7 3.8 42 %0 58

4 Included coat of dallvery into storogs tanks and warchouses, end Federnl and State taxes on motor fuels snd ol

¥ A minus sigr indleates o losy.
¥ Lass then 0,1 parcent of sales,

Bonree of duts: 4naearda of thoe kadienn farm huresu eounty eooperatives,
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Average volume of sales in the 8 marketing aswristions in 1937,
because of their specislization in supplies a3 well as in farm products,
was more than double the average volume in the generalsupply or
petroleum types. The 17 general-supply amociations, with 82 per-
cent of their average 1937 sales in general supplics and 33 percent in
petroleum supplies and only 5 percent in farm products, were second
in volume of sales. The 5 petroleum associations, with 40 percent of
average sales in general supplies and 60 percent in petmleum supplies,
had the lowest average volume. Thus, generul liner of supplies tended
to increase volumne, as shown by the comparative operuting statement
(fig. 16).

The added volume which marketing associations have s not so
significant as it might at first appear. It comes principally from
handling the large grain crop that floods the Indiana market at harvest
time. While these operations are imporfant ss a service to farmem,
they are limited to a short season in the fall months, and they do not
ondinarily contribute as much to gross income in proportion o their
dollar volume as do the supply sales.

The cost of goods sold represents the amounts that must be re-
covered in the prices charged for them. The county cooperatives,
through their State associstion’s wholesale contracts, obtain supplies
generally at lower costs than would be possible if they bargained indi-
vidually. This has been true particulardy of petruleum products,
fertilizer, implements, tractors, fence, and binder twine. From year
to year as the total volume of these supplies purchased by county
associations has been increasingly handled through the State amsocia-
tion, the association has been able to control costs by a gradual im-
provement of its purchase contracts. Naturally, some commaodities,
such as feed, which heretofore have not been purchased so fully through

E o3 e preducsy

Mutroiewn supplas

Ficuke 16.—PerceEwrace or 1934
AXD 1937 Saies Rerxesextep
BY PerrorevM Probucrs, Gex-
Erat Fasu Surpries, axp Fanu
Provucrs.

General farm supplies represented & consid-

erzbly larger proportmn of wial sala =
1937 than in }934.
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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
Indisna cooperatives have made progress In perfecting large-seale
purchase contracts through their central organization, end 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
associations.

Gross trading income, which reprasents the difference between
sales and cost of goods sold, reflects particularly the decline in trad-
ing margins on petroleum products from 26.4 cents per dollar of
petrolenmn sales in 1934 to 22.2 cents in 1937; bui it also reflects &
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; and, more significant, because the average
volume of such supplies was more than doubled. While the gross
margins 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 s 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,
electricul equipment and other building supplies, which tended to offset
narrowing gross margins on the petroleum products.

TasrLe 11.—Averace Percentace Gross Trapinc MarciNs BY
Grours oF Commobpities For 30 Inprava Faru Bureav County
CoorErATIVES, CrasstFiED BY TYpPe oF AssociaTion, 1934 anp 1937

All supplies P “““ﬁ;’;ﬁ Sup- | Qenorsl suppiles | Farm prodyuets

Nusither nizd type of
associations

i -1 1087 1034 1887 1934 1837 1934 1637
General (173____.___. 175 115712571224 1136185| &85 1—3 4
Marketing {(8)______._ 14117271225 |141}152] 58 2.2
Petroleum (5)._ ... 230|186 {271 1214|125} 143 |- _|ocaea-
Total (30)_____| 16.7 | 14. 2 4122211371142 85 186

1 A minux sign {ndicates a loss,
Data romputed by the suther from roserds of the Indiana farm bureau county cooperatives.

18] 224 *—40——5
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MARGINS IN PERCENTAGE OF SaALlS
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Ficure 17.—AveErace PercEnTacE Gross Traping MaRciNg FOR ALL
Comumoprties N 1934 anp 1937,

All commodities

Gross margins on gereral farm supplies increased, while on petroleum supplies and farm
products there was a dechine.

Conditions adversely affecting gross trading margins occurred
between 1934 and 1937. It appears that some associetions, to meot
these changes, introduced supplies of generally higher mark-up which
farmers wished to purchase, and thereby improved the average gross
margins earned on all their supply business—for example, from 14
percent to 16.1 percent in one association. Qther associztions which
did not adjust their supply business to meet changed eorditions, or
which had low gross earnings on farm products marketed, had lowe:
average eamnings.

Other operating income consists mostly of income from grinding
feed or operating hatcheries, and of commissions on farm product:
marketed and insurance sold (fable 13). The marketing ssscciation
were better prepared than the general-supply and petroleum associs
tions for rendering such services,

The average operating expense of the 30 associations amounted &«
13.9 cents per dollar of sales in 1934 and 11.9 cents in 1937 (table 10)
This reduction caine largely as a result of increased volume of husi-
ness. Total operating expense incressed 63 percent from 1934 tc
1937, compared with the increase of 89 percent in volume in the same
period.

The principal items of operating expense and sverage amounta ol
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each for the years 1934 and 1937 are shown in table 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.
Quistanding was the high percentage of expense for facilities in the
general-supply associations, the high percentage for warehouse and
sales salaries in the marketing associations, and the high percentage
of drivers’ commissions in the petroleum associations.

After deducting operating expense from gross operafing income,
the net operating income averaged 3.2 cenfs per dollar of sales in
1937 and 3.8 cents in 1834, To this was added substantial amounts of
" “other-than-operating income’” consisting chiefly of patronage re-
funds received from the State nssociation and dividends on investments.

TasLE 12.—Distrisurion oF 30 County CoorPERATIVES ACCORDING TO
Gross, Traping Marcins on CoMmoprries Hanorep, 1937

1P37 gross margin per dollar of salas
Assooia-
*f,g?fim Loss{ gto | 5to | 10t0| 15te ] 200 | 25t 3 to 5 and
Commadity 2E 40 ] 00 1408 | 100] 2481205} 368  over
fonts | cants | cents | cente] cants | cends | pends ( conts
Number of assoclations
Petroleum supplies:
Gasoline_ ______.__.___ 30 G 0] 0 1| 25 4 G a 0
Kerosene_____________ 30 G 0 0{ 0 g1 | 2121 ki
Distillate and tracto-
ime_______________. 26 0 0 0 1) 2 2 213} 0
0Oil, grease, and alcohol_ 30 Q G 0| O 4} 10|11 4 1
General farm supplics:
Feed and Bour______ __ 28| 07 0! Ti1al 7| 1) O} © 0
Pertilizer. ____________ 28 1 01 2121 5 110 0 ¢
Seed________________. 3] 0 1 T 2|10 1] 2] 0 o
Coal .o oo 25 6] 2] 2] T| 8| 5 11 0 i)
Fenee . oooencean.- 25 11 0 1 51101 71 1 0 0
PFarm machinery ____ __ 25] 1} 11107 9] 1] 3] G O 0
Building supplies.____ . 23] 0] 0] 3] 4|10] 4] 27 0 0
Twine. _ .. ___....._.. 221 o 1 4 71 8 1 g 1 0
Miscellaneous items._ __ 36| O 2 7 6 7 6 1 1 0
Farne products marketed;
Wheat_______.....__. 14|10} 8 i{ 0] 0| 86| 6] © 1]
L 817 Y S 8 i 2 3 1 1 0 g Li] 0
Other grains.___.._.__ 10| 11 6 51 3] 1| 0| B, € 1]
Soybeans_______._____ 4 (1} 2 1 il ¢ 0| 6] © 0
Ldvestock and live-
atock products_.__.. 3/ 0 1 1 07 0] 0| 0} © i

Dsis computed by the suthor fram rocords of Indiana form, huresy county coopesative associations.
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Tasre 13.—Averace “Orner Operating Income” Recmivein sy 30
Inpiana Farm Bureav Couwnty CooreraTives, CLASSIFIED BY
Tyre or AssociaTion, 1934 ano 1937

1984 3- )
Type of amociation Typa of ammociation
item e e = e m
il g;tﬁom 17
cistions 37
S mar- [} A mar- | A peiro-
general f’ iro grreral
supply keting 31 supply koting | leom
Detiars | Dollars ;| Dollery | Doligre} Doilars | Daellare | Bollary | Dolisrs
Marketing commissiona. . . 340 .81 N 700. 85 ..o} BIn S0, A LE U 43 +%
Bales commiasions. ... 1w L - AR X i e 0, n L& 4+
Insursnoc commissions . . 330 L. ... T4 128 52 3 B0 [IL %4 (%]
RBatchery incoma 78 masri. . . e 9z, 97 154 AL R e N |
Grinding income. _ . PG| LAR90 1L O0MEFf_ . LM T R8T |
Othsr servios jopoome. . .. . .| 158 8] 48 12443 RIT| IR 8| NE 128
Total othor opemting in-
(L1111 L2917 |1, 19895 {2 I1M.77 | 2209 |2,050. 18 I%,?E&M{LMQ FLi %

1 & minus 2igh indicates & Tors,
Souree of dats: Records of the Indiana isrm nireatt county coepetatiyvem,

Expenses and deductions of & nonoperating character, such as interest
and sales discounts, were smalj (iable 15).

. The average net incomes of the different types of associntions were
higher in 1937 than in 1934 (table 10}, and for the 30 associstions in-
come was nearly doubled. Average net income per dollar of sales in
1037 ranged from 5.8 cents for the petrolemn associstions to 2.9 cents
for the marketing, and 4.2 cente for the 17 general-supply associations.
These rates were generally lower than those earned in 1934 except
in the general-supply associations which showed & small increase.

It is apparent that there is considerable variety among the county
associations in ways of rendering supply snd marketing services,
and that this fact accounts in part for the varied operating resulis
shown by their average operating statements. It is significant that
although the average rate of gross operating income per dollar 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 expense resulted
in aimost as high an average net income rate in 1937 as that earned in .
1934.

Distribution of Net Income

Indiana county purchasing associstions use their net income, ss
prescribed in their bylaws, to pay dividends on preferred and common
stock, and to make patronage refunds. Dividends on preferred stock
are determined by the directors but may not be paid in excess of 8
percent per year. It is provided that in ease preferred stock or cer-
tificates of debt are outstanding, the directors shull set up a fund for



COOPERATIVE PURCHASING BY INDIANA FARMERS 63

their retirement and shall add to this fund each year when possible.
After deductions for dividends on ecapital stock and for debt retire-
ment, the bylaws specify that the directors 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
produets. 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. Nonpreducer patrons may not receive refunds.
Distribution of the net income earned by the 30 associations from
their 1937 operations is summarized in table 16. Cash dividends paid
I7 GenNERAL SUPPLY ASSOCIATIONS

Warehouse Repairs and I——"Advlriisin and Education LSX%
General Maintenance 28% ¥ 5 y 8

OFfice and- General
Servica Expense £0%

Management Salasies eoA %
Commissions and
Travel 91%

8 MaArkeTING

FigurE 18.—Percentace Comparison oF Major OreraTing EXPENSES
For 3¢ Couwxtv Cooreratives, Grourep BY Tyee, 1937. PeTRO-
LEvM TrRuck Drivers’ Comuissions Were tHE Hicrest ITEM.



TasLe 14.—AvERAGE OrPERATING Exrexses For 30 INpiana Farm Bureau County Coorerarives, CLassiFiep sy Tyeg,

1934 anp.1937

034 1537
Ttem Type of asociation Type of amsocintion
30 selocted m”ilﬁlf:::a
nasociatlons '23;';‘;;,“1 8 marketing | 8 petroleutn o ltt‘f‘;ﬁ;"' 8 marketing | 8 petroleum
Dollare Dollurs Doiiars Dollars Dollars Drlidra Dotlars Dotiars

Maonagerssalary_ . ________.._...... 1,727.40 | 1,733. 96 | 1, 888.36 1 1,447. 55 | 1,916, 61 § 1, 811,24 ; 2,428 73 | |, 455, 40
Office salarien. ... ... oo vueuneon.n...j 1,106 99 | 1,307 80 | 1, 526. 10 200, 70 | 1, 56100 | 1, 825 86 | 1, 743, 47 1, 038, 30
Warehouse and sales salaries and wages_ | 3, 035 95 | 2, B78 58 | 4, 712 30 83855 | 5,910 44 | 4, 65918 |10, 646. 43 | 2 485 21
Truck drivers’ commissions. ........... | 4 TOL 63 | 4, 457. 05 | 4, 540,79 ] 6, 330, 58 | 7, 664 81 | 6, RT3 32 | 7, 479,93 | 10, 33). 69
Speoial sales commissions. . .o ooee.. ... 135, B? 155, 24 111, 58 108 91 431, 28 401. 58 516 60 395. 72
Direotors' foes and expenses. ..o wn.n.. ... 181. 5} 148 58 279, 99 157. #9 186, 25 186, 03 248, 98 86, 66
Rent o iemmmmmeal... 3117. 51 387, 96 260. 70 168, &R 405, 31 372 46 245, 32 g2 od
TaXEB Y s inmmmm e ———— e o 971. 02 B12.08 | 1,431. 11 775,25 | 3,052 61 | 1,768 95§ 2, 965. 683 | 1, 554 18
TOMUranee oo e e e 434. 93 417. 82 576 87 266, 03 849, 75 826. 10 ; 1, 121 60 492 01
Repairs and supplies. ... ___.. S -] 240,41 201. 92 431. 42 65. 67 434. 62 308,05 918 63 90, 54
Deprvelation.. . __. ... e o LL2ILAL D LOST, T | L, TTL 86 70162 | 1,848, 24 { 1, 540, 68 | 2, 87 53 1, 238, 26
Oftioe supplies and postage. ... ... e 26(. 87 21R 57 367. 68 233. 82 440. 72 k4. 96 .56, 0d 285, 76
Heat, light, power, and water. .. ... ... 464 74 414, 66 R04. 22 91, 82 T84 50 382,20, 1,590, 34 168 33
Telephone and telegraph. .. __. . . __. 180, 54 169, 81 216, 84 158 93 248 48 212 39 36X, 37 179 35
Advertising and donations, .......... ... 204, 70 20213 248, 23 144. 31 373 B 316, 28 M1 20 297. 09
Fducation and organisation. ... ... . _. 85, 93 74. 29 67. 84 34 54 79 20 TR T4 o2 37 59, 70
Travel expense, ..., ... ... .. ... 81 7 57. 48 23 07 149. 91 153 83 149. 87 162. 50 153 43
BN 1T 31T ORISR S 1 4' W ¢ 528 33 | 1,379 07 T2 24 | L1IST. A4 T4 32 | 2, 590. 73 194 39
Bad debts o mpenn oo 174. 91 12,73 384 71 20. 00 28, 33 153 00 451. 49 127, 35
A e i 838 99 71, 48 130, 7% 33 79. 81 72 36 1na1s 2 30
Other Y e e ————— 32K 28 263 4 559, 97 I79.38 ¢ 433 87 i 353 77 745 97 - 2045 41

Total operating expense ______ ... 16, 751, 69 15, 75 30 3, 710, 30 élﬂ, 341. 63 27, 237. 68 23 674 41 |3& 714 08 20, 990 33

NOLLVHISINEUY L1UHY) KHYS



COOPERATIVE PURCHASING BY INDIANA FARMERS 65

TapLE 15.—AveErRaGE “OtHER IncoME” anp “Otmer Fxrense” or 30
Inpiana Famm Bureau County CocreraTives, CLassifiep By
Tyee or Associariow, 1934 axo 1937

34 37
Type of association ‘T¥pe of assoeiation
item 30 %
ot w7 | g | o5 |udsl op o fos |
peners! i market- m general | market- m
supply ] Iog supply | Ing
{ther (noame: Dollars | Definrs| Doilars) Doflars | Doliars | Dollars 3 Deliars | Dollars
Remt_ . .....] 3W4BY 66| 6.7 ... 34.88 | 14237 6.7 ..
Dividends on investments. .. [ 150,60 | 13361 } 217.88 | 102,38 | 283.74 ! 239.54 | 8. 54 [ 17038
Patrogagarefungds. .. ... 527.95 | 558,21 ; 531,13 | 420,00 |],438 83 {1,408.45 |1, 581.85 {1,300.8%
other. 619G | 63.87% 53.35 88 | 133,741 14063} 13418! 12L51
'l‘mﬂotharinwme.,.__-__“ TO8. 14 ) TOX G2 | 6400 ) 5303 (1,043 10 1. 63204 {2,180.27 (1,60L.78
Other expenses and dedoetlons:
Imterest. .. ___ . _ ... .. .| 38775 |380.16 | A0M. 88 | 21185 | 270 | BM B! 547051 103.85
Bales dispounts L. 117.58 ] 10288 [ 170.87 ) 6023 1IBR VB[ M2 69 {1 27O.O [ - %4
L1317 2087 K@ 072 |- 2295 M3 1. 13 577
Totslotherespense, | 53496 | 511,38 | 745.45 | 271.88 | 53247 | 476.00 | SM.90: 24150

Source of data: Records of tha Indians farm burean county cooperatives,

TaBLE 16—st'rmxz.mcu oF THE 1937 Naet Income oF 30 Counry

ASSGCIATIONS

Item Amount e

Fwiinrs Fercent
Total net income in 1987______________________.____. 259, 908 100. 0
Dividends on preferred stoek. ... ___._________ 8,334 [________
Dividends on commeon steek . . oo, 23, 549 |oaoaomaaa-
Total dividends on capitalstock ________________ 26, 883 10. 4
Balance of netineome__.__________________iaeaa. 233, 025 89. 6
Patronage refunds paidineash___ . ___ . ______ 54,8374 |
Patronage refunds paid instock_ _ ...~ 131,934 | ___
Total patronage refunds paid___________________ 186, 308 7.7
Balaneg of net income o surplus. . . uoocmaoooao. 46, 717 17. 8

Souros of data; Records of the Indiana farm kb eounty cospemtives.

on preferred and common stock absorbed 10.4 percent of their entire
net incoms. The rate of dividend paid on preferred stock was
czzstomm}y 6 percent, although a lower rate was paid when net earn-
ings were small with the balance of the 6 percent rate accumulating
as prescribed in the bylaws.

The associations have not followed the practice of appropriating to
surplus & definite percentage of their net income left after declaring
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dividends on capital stock. Their usual procedure is to determine
how much ean safely be distributed to patrons as reflunds and leave a
margin for addition te surplus. Inasmuch as patronage refunds are
made chiefly in common stock, the cooperatives have tended to he
liberal in such distributions in relation to the amount of distributable
net income.

Total patronage refunds paid by the 30 associations for 1937 ac-
counted for 72 percent of their net income in that year. The largest
amount of refund paid to any individual by an association was $210.

After deducting dividends on capital stock and patronage refunds,
shout 18 percent of the net income remained to be carried to surplus.

Of the total patronage refunds in 1937, those puid on commadities
in general st & fiat rate accounted for 91 percent of the total, of which
81 percent was paid in common stock and 19 percent in cash. Sperial
refunds on fertilizer and petroleum products made up the remaining
9 percent {table 17). )

Twenty-seven associations made patronage refunds on their general-
supply sales, 9 paid both cash and common stock and 18 common
stock only (table 17). In addition 11 associations paid special refunda
on fertilizer, 8 of thein in cash, 1 in cash and in stock, and 1 in stock,
Three associations also paid special refunds on petroleum supplies,
the first paying entirely in caah, the sccond entirely in stock, and
the third half in cash and half in stock. When such special refunds
are paid upon sales of particular commodities, the commaodities do
not share in the refund distributed upon general sales of supplies.

Most general refunda were made at rates ranging from 2 percent to
8 pereent; 14 of the 16 speciel refunds were paid at rates from 4
percent to 10 percent.

In paying patronage refunds in cash most associations take into con-
sideration each patron’s debta to the cooperative. Cash patronage
refunds are occasionally withheld until & patron’s aecount is paid, or
the refund is applied directly to the account. Hefunds in stock are not
applied to unpaid accounts; but issuance of such stock to patrons
whose accounts have remained unpaid for extended periods is post-
poned by a few associations.

There has been no marked change in methods of paying patronage
refunds in the past 3 years. However, the sssociations have been
adopting gradually the practice of paying part of ali refunds in com-
mon stock. One association paid half of its authorized 1937 refunds
in common stock and the other half in credit eards or due bills, which
permit the patron to purchase supplies to the extent of the amount
of the credit refund. These credit cards may be used also by the
patron to pay accounts with the cooperative—in fact, if he has
accounts due at the time patronage refund slips are made out they
are generally credited directly to hia account.
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TasrLe 17.—Patronace Rerunps Paip By Eace oF 28! County
AssociaTions ix 1938 From Tueir Earmings orF 1937

Refunds of generai Reofunds on Refunds on
. suppliss fortilizers peltroleum
Assceistion oode number Tptal

Cash Btock Cash | Stock | Cash | Stoeck
Deliars Doiigra Dollars | Dotiars | Dediare | Dollars | Dotlars
IR 352 ) |- 214 138 Lo
e 1,000 1. ______|31,000 .. ___ | o _focooiloo__--
S 1,628 1_.. .. .. 1,820 | oo
L S 1, b79 383 L1986 | oo
. S 2,133 |_______. 2,133 | .oaf-oC SN S
8. o e_._- 2,605 | ..____. 2,805 ... bl e
i 2 I 3,083 I___.____ 1, 94 -3 3 I T 1, 480
B o e B 140 . .___ 3,140 Lo
L S UUUVD - - 1 1 S I 3,000 307 [______ S S
W .. 3T | BTIB o -.- e
1. -l 373G ..____..1 3 507 228 | ao
12 o o #0320 ... . 3, 727 305 i .____ RIS S,
2 4,188 |_ _ . __ .. & 186 | _____t_ _____f.__.__.j-_____
4 .- 4,412 . __ . 4, 189 p.5.<, 2 SR TR
| & T 4, 635 2, 5561 2084 . . _ i __ Yo .o
| T b, 460 + __ . ____ 5,480 . eeeoeiaoaa
| 6,195 .. .__.1 6185 | . __ qo. . o eerbeoea.
18 o L._._...1 8277 2, 957 3,320 |, . L |eie e e e aaaa
W L 6, 282 1, 835 4, 447 . oot C
286 .. 7,738 3, 8G8 L 2 R N S N
b4 9,305 (... ____.p T, 447 | __j---_. 1,858 ______
22 L ... - hwone | oo . F10000 . 0 b | __._. -
23 . .t 11,048 4, 935 5, 913 200 ¢ oo
B4 o eeaa_ .. i1, 6567 5, 81l -7 s 3 A S R
25 e .. +12, 076 2,759 2, 759 856 . ___|2 258 | 2 283
26, ... 16,086 |.___.__.| 15,57¢ 4R7 L e
7 16,206 ;. _______ 13,154 13,852 {__ . _..|.__ mafeemunn
2B ... ... | 24, 549 8 677 | 14,482 |______ 1,410 .. ._.
Total________ 186, 308 | 33, 776 [135, 558 |6, 488 |1, 548 4, 141 | 3, 763

t 2 of the 30 assgeiations paid no patronage refunds lor 1537,
1 Estimated by managers.
3 This associatiss ulse paid a spealal refund on teed hanzdied from the ear door amounting 1o $614, of which

half was paid in sash and half {n stock, end & special eash refund on cond handled from {he cor door
sntsunting to 3422

Data sompiled by the aother from reperts of the Indiana farm burean rounty oooporatives.

Relationship Between Volume of Business and Operating
Results

Usunlly the opersting data of merchandising businesses, sueh as
rates of gross income, expense, and net income, vary to some extent
in relation to the volume of business handled. Table 18 shows the
extent to which this relationship existed in the sssociations by types,
s revealed when these items are expressed in percentages of sales for
the associations grouped according to volume of business.
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Taere 18.—Gross OperaTine Income, OrerATING Exrm«fsas, AND NET
Incomes IN PErRCERTAGE oF SarLes rom 30 Inpiana Farw Burrac
County Cooperatives, Crassimiep sy Tyee orF OperaTiON AND

Vorume ofF Saies, 1934 anp 1937

184 %7
Rangc in volme of anles ?::rz; ;{i‘rﬂ"::. fljg:q;:;. . 3;&;-.; &'::r ﬂ?;:_”’: ?:T::‘?:f‘ pf:}
e | oo | penmee | come ¢ | SO0 TRE | peoses | ene o
17 generalsupply associ-
ationa:! Prreent | Percrnd | Preeent Percent | Pereent | Prrcont
Leas than $50,000_ ___ 2. MT7i148; &0 - -
$50,000 to $100,000___ 7:20.81i58: 5.3 1 186158 45
$100,000 to $150,000__ 4117981137 47 g 183 15 4 3.9
$150,000 te $200,000. 4:17.315. 1 2.2 4 83130 a8l
$200,000 to $250,000 | ___ | B PRI I 51483 1L9 at
$250,000 to 3300,000 .| . AU IR e 1118.56 127 44
Average3_._.. .| 1711886 | 14 9 40 17 1 10.7 1 13. 8 4.2
8 marketing associa-
tions:!
Lesa than $50,000_. _ 1120414 20.7 [ [ AU RO S R
$£50,000 to 8100000 | _ . _|-oeoo-deanna. Y SRS T M T
$100,000 to $150,000.. 831165 131 356 .. ___.d..... -
£150,000 to $200,000 _ 211564 11L.7| 2.7 11031147 4 9
$200,000t0 8250000 .} __._|.... .| ..... e 211211113 il
$250,600¢0%300,000__|. .__ 1. .._ 1 ...__ S - -.
$300,000 to $400,000.. 2141} 10.7] &8 2 28] 109 2.3
£400,000 to $500,000__}_ ___ U U - 1110.2113.5 8. 2
$500,800 to $600,000__} ___ | ____ 1 ____. SN FURR S, e
$600,000t0 $700,000__|. . | ... ... |...._. 2 99} 79| 24
Average®_____ __ 8{152 ! 11.8]1 35 8 271102 29
5 petroleum asmsocisa-
fiona:t
Less than $50,000. ___ 1:208)16.1% 66 - I I
$50,000 to $100,000_ . 3:246 185 6 4 110 150 58
$£100,000 to $150,600.__ 1216|140 7.4 2:117.7113. 4 52
$150,000t02200,000_____. | N SR 1:21.6] 14. 8 7.5
$250,000 to 3300,600__1. __ DR S R 111721127 5 4
Average¥_ . _ __ 51234170 67 5 RG] 137 58
Average for &ll associan-
tioma___ . ____.__.__. 301771139 40! 30 151 11.9 3.8

¢ Within each type-group of assecint jons considersble differonses nccur in the proportions of sales of yarious
kinds of supplies to which the gross marginz and oosts of distribation apply,
tire wide variations In gross margins and opersting expenses Within groups.
3 Alter addition of other-than-operating incotne and deduetion of nonoperating expense,
# Weighted averazes obtained as perorntages group totals In dollars were of totsl salos,

Data computed by the sathor from records of tudians iarm buresn connty cooperalives,

herme chifTerenioes aoovnnt for
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The rates of gross operating income tended to decreasse with in-
creased volume in all three type groups. However, this tendency was
not entirely consistent in any one 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 associations
with higher sales volume. This tendency suggests that increased
efficiency accompanied rising volume of business. However, in view
of the extent 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 asscciations 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 o large item of expense on petroleum business; therefore
the petroleum associations had the highest average expense rates
compared with averages for nssociations having Jarger total volume of
business but smaller proportions of petroleum sales.

Net income in percentage of sales varied considerably for different
types of associations but showed little, if any, apparent relationship
to volume of business. This variable character of net income rates
probably was the result of the influencs of generally declining rates of
gross operating income and 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 asseis of the 30 associations in 1937 amounted to $1,649,418,
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 eash,
accounts and notes receivable, and inventories, represented 62.2 per-
vent of total nssets in 1937 and 57.4 percent in 1934. Cash averaged
$2,527 per assoeciation in 1934 and $4,2501n 1937. Accounts and notes
receivable 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 associations in 1937 were about 66 percent higher
than in 1934, while receivables almost doubled in amount, and inven-
tories were increased by about 85 percent. With eurrent assots in
1937 a larger proportion of total assets than in 1934, and fixed asset
a smaller proportion of total assets, the associations in transacting a
much larger volume of business were turning over their capital more
frequently and utilizing operating facilities more efficiently.
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Tasre 19.—Averace Barance Snzers roa

0 Serrcrse Isotana Fasn Ruenmavy

Cousxty Coorexatives, Crassirire ay Tyre or Awociamion, 194 anp i‘ﬂ?

’_____Mmu_ . ot ey
T T 5pe of axwciniion i Tn» of mrl.utlnﬂ
Item W |FTeen peten.t B 1Ty e U peiee
lected | &8l 1o heam Ma? eral Cpating | beum
“'Tﬁ' SIPTIY | vt | aeel ““ = TUPTHE | macd- | ammend.
Ations | amoct- siiona R :
ationg | OHONS | mikems | T | atioma | SUCRA | stionk
Asxyets
Carrent amels: Iotiare | Dxdinrs| Potlars | Fclinrs | Dollars | Dotiars | Dottare | Potiaes
f'anh . . ... L7 LSS | 387 3014 .30 2Lé® ., & e a7
Ascountis and notes reesinhle 5400 £ MG 2.4 18 452 | nRo% 1 m THS & 100
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Other assets, including investmenis, sceruals, and prepayments,
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 mede 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 labilities
in 1937 represented 21.2 percent; and noncurrent liabilities, 9.7 per-
cent—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
sbout 40 percent of the present value of facilities has been financed
with long-term borrowings.

The net worth 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 assefs of the associations.
It is of interest 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 varied con-
siderably for the associntions when grouped by types (table 19). At
the close of 1937, average nssets in 8 markefing sssociations were
$00,719, or more than twice the saverage for 17 general-supply and §
petrolenm associations.

Similar variations existed among the 3 types in their average
amounts of current and fixed assets. The 8 marketing associations
had average current asseis 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 fixed
assets about twice as large as the averages for the other groups. The
percentages that current and fixed assets, respectively, were of toial
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-
tiens, but they had only 10 percent of the total in other assets com-
pared with about 15 percent in the other 2 groups.

Current lisbilities 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 assats,
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the eurreng liabilitios in these groups were constdernbly different, but
the percentages of noncurrent liabilities were about equal. Total
liabilities in the marketing group in 1937 represented 39.3 percont of
their assets compared with 25.5 and 20.0 percont, respectively, in the
general-supply and petroleum groups. Because of changes in linhili-
ties, these figures varied noticesbly from comparable datn for 1934,

As a result of the different proportions of liabilities, the nat worth of
the three groups in perceniage of total assets varied in both years,
The marketing associations had net worth amounting to 60.7 percont
of thetr assets, while the generalsupply and petroleum associntions
bad net worth amounting to 74.5 and 80 percent, respectively, of
their assets in 1937. Lower net worth percentages for the marketing
associgtions may be explained by temporarily large current liabilities
incurred in eonnection with their marketing services.

Comparison of Financial and Operating Ratios by Type of
Association

For the purpose of further eompuring 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 caleulated from the aversge
figures appearing in tables 10 and 19.

Current assets averaged about $3 for each dollar of cusrent linbili-
ties in the 30 associations in 1937. The highest average current ratio
was 5.22 to I in the petroleum associations and the lowest was 2.34 to
1 in the marketing type. A decline in the marketing associations’
current rotic between 1934 and 1937 may be attributed largely to an
increase in current liabilities as a result of grain purchases made
under shori-term loans. In the other two groups, average current
assets were increased more than current linbilities between 1934 and
1937. The incrense in the average current ratio for the 30 nssocin-
tions was not large between the 2 years,

The amount of working capital—excess of current nssets over
current lisbilities—for each dollar of total sssets ranged in 1937
from a low of 38 cents in the marketing associations to & high of 49
cents in the petroleum group, with an average of 41 cents for ail 30
associations. Between 1034 and 1937 this ratio increased for the
30 associations as a whole, and also for the general-supply and pe-
troleum associations, but declined for the marketing associations.
In 1934 the marketing sssociations ranked highest with 45 cents of
working capital per dollar of assets, but in 1937 the petroleum ssso-
ciations were highest with 49 centa.

% The ratioa jn tabie 20 were selacted Iroio s number anpmonly used o fAnanelal and opersting
aaalyses,



COOPERATIVE PURCHASING BY INDIANA FARMERS 73

C'omnbined 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. Litile change occurred in
this ratio for the 3 groups between 1934 and 1937 except in the
petroleum group which recorded en increase from 20 to 24 cents.

TasLE 20.—Averace OreraTiNG RaTios For 30 Inprana Faru Bursau
County CoorEraTIVES, CLASSIFIED BY TyrEs, 1934 axp 1937
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Data compuoiad by the author from records of the Indlana farm bureau county eooperatives.

In 1937 total receivables represented about 5 cents for each dollar
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 receivables of petroleum asscciations in relation to
their current assets, was the result of & more liberal extension of
credit on petroleum sales.

The amount of net worth per dollur of total assets averaged 69
cents for the 30 associations in 1937. The 17 general-supply and the
§ petroleum sssociations had net worth of 75 and 80 cents, respec-
tively, per dollar of total assets, and the 8 marketing associations
bad 61 cents. There was an increase between 1934 and 1937 in this
ratio for each group except the marketing associstions, in which 2
decline resulted temporarily from their 1937 marketing activities.

The 30 associations had $2.24 of pet worth per dollar of total
liabilities in 1937 compared with $4 in the petroleum, $2.92 in the
general-supply, and $1.54 in the marketing associations. This ratio
increased between 1934 and 1937 in all groups except marketing.

Sales of the 30 associations per dollar of total assets in 1937 aver-
sged $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
goeneral-supply units. All groups increased this ratic between 1934
and 1937,
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Net income per dollar of asseta in 1937 ranged from 12 conts in
the marketing associntions to 22 centa in the petroleum group, with
18 cents in the 17 generalsupply associations, and an average of 18
cents for the 30 assceintions. There was no change in this ratio for
the petroleum essocistions in 1937 compared with 1934, only a
slight decline for the marketing associations, but the 17 general-
supply associations increased their ratio of net income to total
aasets by about 20 percent between the 2 years.

In genersl, there was improvement in these ratios between 1934
and 1937. Exceptions occurred, however, in the ratio of total receiv-
ables to current assets and to sales, respectively, which showed a
slight rise for petroleum associations, and in the ratio of net worth
to total liabilities, which showed a small decline in the marketing
group sitributable to special conditions.

These financizl and operating ratios reflect considerable varintion
in the operating and financial character of the 30 associations,

Financial and Operating Conditions of Individual Associations

It has been shown, in general, that the 30 associations vary in finan-
cial and operating condition because differences occur in age, effi-
eiency 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 summanizes the distribution of
the associations for 1934 and 1937, in (1) the net value of their assets,
(2) the value of their sales, {3) grosa income in percentage of sales,
{4) operating expenses in percentage of sales, (5) the combined sal-
aries, wages, and commissions in percentage of sales, and (8) net
income in percentage of sales.

It is significant that 11 of the 30 associations had total assets in
1937 amounting to $50,000 or more, while in 1934 there were only 4
such associations. Moreover, 6 of these 11 associations in 1937 were of
the marketing type and 4 were of the general-supply type. Naturally,
larger investments in facilities have been required in associations that
underteke to render varied cooperative services than in those that
handle narrower lines of supplies, like petrolenm products, that can be
distributed by truck direct from builk stations.

This tendency is further illustrated by the fact that the four associa-
tions that had assets amounting to more than $100,000 in 1937 were
ell in the marketing group.

When arranged aceording to the volume of their sales, it developed
that in 1937 there were only 2 associations with sales of less than
$100,000, 14 with & range in sales of from $100,000 to $200,000, and
14 with sales that exceeded $200,000. It will be noticed that the
grouping of the associations in respect to their volume of sales in 1934
was almost exactly the reverse of 1937 conditions, since 14 associations
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had totalsales in 1934 of less then $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 less than 20 cents, whereas only 15 bad gross income of less than

Tasre 21.—Rankmc orF 30 County AssociaTions, Crassirien sy Tyee, Wirs Rerer-
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20 cents in 1034. In other words, of the 15 associations that earned
gross income in 1934 amounting to 20 cents or more per dollar of their
sales, only 3 earned as much in 1937. Of the 12 asscciations with
lowered gross income, 6 were in the general-supply 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 salee in 1837 may
be explained by decreased trading margins on certain supplies and also
by the fact, previously stated, that the associations between 1034 and
1937 generally expanded their volume of business more in the general
form supplies that have lower gross trading margins than in those like
petroleum supplies which brought highest gross trading margins,

Operating expenses of the associations per dollar of sales ranged
from 5 cents to 25 cents in both 1934 and 1937. There was a tendency
for the operating expenses to decline between the 2 years, as shown
by the fact that there were 7 associations in 1837 with expenses over
15 cents per dollar of sales compared with 12 associations in 1034,
while 5 had expenses under § cents in 1937 compared with 1 in 1934,
This downward trend in expenses per dollar of sales, which waa par-
tially secounted for by smaller proportions of sales in petroleum
producta (table 10), took place chiefly in the petroleum and market-
ing associations. Only 1 of the 6 generai-aupply associntions with
expensea per dollar of salea over 15 cents in 1934 had lesa than tizat
amount of expense in 1937.

Total saleries, wages, and seles commissions paid by the associations
comprised about two-thirds of their expenses. In 1937 these expenses
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 expenses
per dollar of sales above 5 cents in 1934 were below that level in 1937,
These 2 associations were general-supply and marketing associations,

-but 1 petroleum association had lower personnel expenses in 1937.

Net income per dollar of sales in 1937 was above 6 cents in 5 associa-
tions, between 4 and 6 cents in 15 associations, and less than 4 centa
in 10 associations. In 1934 there were 10 associations with net income
per dollar of sales nbove 6 cents, only 5 associations had net income

-between 4 and 6 cents, and 15 had less than 4 cents. Although 5 fewer

associations in 1937 had net income per dollar of sales above 6 cents,
there were 5 fewer with net income below 4 cents. The tendency for
net income to be concentrated between 4 and 8 centa per dollar of
sales in 1937 was present especially in the petroleum and genersi-
supply associations. Five of the 8 marketing uniis had less than 4
cents of net income per dollar of sales in both years.

The above comparisons of operating data for 30 individual associa-
tions show, in'general, that they increased their total assets and sales,
that they earmed smaller gross income per dollar of sales, but also 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 cenie
per dollar of sales occurred in only half as many associations in 1937
8s in 1934, while the number of associations with net income between
4 and 6 cents increased from 5 in 1934 o 15 in 1937.

Conclusions and Recommendations

OUNTY farm bureaun cooperatives in Indiana have two outstand-

ing characteristics—they are owned and democratically controlled
by 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 all
farmers in Indians have patronized the associations exclusivaly.
There is an opportunity to show more farmers that cooperatives are
a profitable part of their production organization and thet benefits
from cooperative activity increase in proportion to participation.
Most of the cooperatives would get good results from developing more
cooperative interest among their small-volume and part-time patrons.

Information developed by this study indicates that all 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 sgricultural leaders and educational films displayed. More
attention might be given to distributing information on develop-
ments in sgricultural cooperation ouiside of Indiana and to the par-
ticipation of cooperatives within the State in these broader activities.
The State associstion 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 inte more efficient business units. The associations
should see that directors sre reimbursed for their time and expense
fiberally enough to draw out their best efforts.



8 FARM CREDIT ADMINISTRATION

In genersl, county managers have been men with initistive and
ability. A few associations, however, have atterupted to operate
with unqualified managers. Directors must realize that selocting e
manager is one of the most imporiant acts they perform for their
sssociation. Once s manager is in office, the directors should support
him by regular attendance at meetings and by familiarity with his
problems. ,

Supplies handled.—The associations have shown considerable vari-
ation in the supplies handled. Some have restricted their operations
largely to a few main commodities, such as petroleum producta, feed,
seed, fertilizer, fencing, snd binder twine. Certain mincellancous
supplies such as serums, feeders, harness, and poultry equipment are
usually distributed. A-number of cooperatives have expanded their
services to building materials, hardware, farm implements, tractors,
coal, and electrical wiring and appliances. However, the bulk of the
business of all associations has been confined to the commoditics
listed first.

Before increasing the number of supplies handled, it might be well
for directors in the individual associations to ask whether the expansion
will be made at the sacrifice of efficient operation in lines slready
handled. First, how efficiently and completely has the association
been able to develop sales in the commodity fields already entered?
Second, how well are the employees equipped to provide effective
service in the new fields? For example, efficient business service 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 finence new commedity depart-
ments? Generally associations should enter new supply fields ad-
visedly and only when they have enough capitel to provide the
basic financing of the undertaking.

Territory.—A large part of the associations’ eervice consists of
direct contacts with farmers at their farms. To establish satisfactory
contacts requires that, so far as possible, salesmen and other service
employees be assigned territories which ean be intensively worked on
a definitely arranged route system. More attention should be given
to developing density of sales in all sections of the counties in both
number of patrons served and number of farm supplies sold. Since
associations are already located over most of the State, intensifying
of sales efforts in the counties offers the associations their greatest
opportunity for growth.

Operating efficiency—The associations can increase their savings
for patrons by mcressed opersating efficiency as well as by greater
volume of business. Shrinkage in bandling petroleum products has
been excessive in many associations. Constant attention to keeping
equipment in good repair and accurate adjustment, & 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 miscellansous supplies and
more rapid turnover of stocks will reduce costs.  All the associations
can inereasa their efficiency by closer attention te sound business prin-
ciples such asc ontrol of credit to patrons and purchase on a cash basis,

As the sssociations have grown and undertaken to handle additional
supplies, the problem of providing attractive arrangements for display
of merchandise, especially by associations that carry & wide variety of
supplies, has become more important as a means of increasing sales.
The neatness and good lighting of the interior and a good external
appearance are essential. The condition of stores and warehouses
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 s small
display space in front of a storeroom can be arranged so that supplies
in current demand can be brought to the attention of the patrons,

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

Conirol of credit.—There has been somse tendency in recent years
for the associations to extend credit more freely. Although average
receivables at the year-end have been kept below 10 percent of annual
sales in the associations as a group, in individual associations consid-
erable amounts of operating capital are regularly tied up in patrons’
accounts during the busiest sessons. A more restricted credit policy
could profitably be sdopted in praectically all associations. Some
credit, however, may be necessary as & short-time convenience to
patroas. Farmers do not get their supplies at the lowest cost when
credit expense must be added.

Unpaid accounts should be classified periodically by age, to enable
. the management and directors of the associations to measure the
effect of credit operations on their operating capitsl and expenses.
The member can then see the disadvantage to himself of extensive
credit. For farmers the facilities of credit unions and production
credit associations are available. Full use of these facilities enables
many county cooperatives to utilize their operating capital fo the
-greatest advantege and the individual patrons to obtain supplies at
lower cost. At the same time it puts the cost of credit on the indi-
vidual in proportion to his credit requirements.

The associations also have an opportunity, of which they have not
teken full advantage, to acquaint farmers with proper use of coopera-

tive credit. They, furthermore, can often assist the cooperative credit
unions in instructing farmers bow to provide for their loan capital
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needs at reasonable costs, and also help farmers to berome better
acquainted with production credit associations which, are intended to
become farmer-owned.

Employee standards.—The character of the employees of & coopera-
tive association is vital to ite successful eperation. Although some
of the cooperatives have sccomplished more than others in training
their employees in cooperative principles and in accepteble methiods
of meeting customers and completing sales transactions, there is atill
much opportunity for improving their efficiency in these respects. On
the whole, tha county sssociationa have employed young rural people
with some previous business training and experience. Howaever, the
county associations may still expect marked gains in their service to
farmers when their employees, especially those engaged in sales and
distribution work, obtein more complete knowledge of commodities
handled and effective methods of presenting cooperative epportunities
to patrons. Directors of most of the cooperatives also need to work
more closely with the meanagers in keeping informed about the
efficiency, training, and promotion or dismiseal of employees.

Marketing services.—Marketing operations have supplemented farm
gupply services in 25 associations. Their income from murketing has
been relatively low and highly variable. The experiences of these ga-
socintions in marketing indicate that it is necessary 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 also expedient for loeal boards of directors to
require managers to sell all grain the day it is purchased or to hedge
it immediately.

Branches consist largely of grain elevators which also handle farm
supplies at country points operated under the general supervision of
the county associations. Operating resulta in a number of aseocia-
tions having branches indicate the advisability of determining care-
fully the economic need for a branch before one is established and the
importance of careful supervision by the branch manager.

Improving systems of record keeping.—By adopting the standard
accounting system developed by the State association and through
regular advice from auditors of the State associantion, most of the
county associations have already grestly improved their bookkeeping
practices. However, the audits for a number of associstions do not
provide certain valuable information, such ae a record of grosa trading
income for individual commodities and shrinkages for each type of
petroleum product. Furthermore many of the sudits de 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 classifica-
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 opersting 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 stetement as an addition to the gross
trading income befors expenses are dedueted. 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 sarnings not directly connected with the
operations, were to be shown on the operating statement as an sddition
to the net operating income. This method would make possible &
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 of paying patronage refunds.—The county asscciations
have employed different methods in distributing patronage refunds.
Generally patronage refunds have been paid in stock. The cooper-
atives that havs issued refunds 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 revolvingfund system is to be encouraged,
since it insures that an association will be financed by those who are
making use of it.

Participation in the Siale association’s program.—Approximeately 80
percent of the purchases by county associations in 1937 were made
through the Indians Farm Bureau Cooperative Association, A larger
percentage of purchases would permit the State association to obtain
greater savings in wholesale purchasing for the local associations,

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

General appraisel—This study indicates that the county coopera-
tive assoeiations have made considerable progress during their 15
yenrs of development; but that there are many ways in which their
operations can be made more efficient. As a whole the associations
have developed a sound besis of cooperative operation adapted to the
needs of Indiana farmers and based upon & democratic form of organi-
zation where full knowledge and control is gvailable t¢ 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 AGREEMENT, made and entered into this ___ . __ davol ____..__ . __
19.__ ,byandbetween . _____________L...ciaoaa.o.. County Farm Bumu
Cooperative Association, Incorporated, hercinafter rel’emd {0 as the Association,
and _ e eeaa.. .« ..y hereinafter referred to as the Priver;

Witneaseth:

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

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

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

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

z . | | |

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

NOLLYEISININAY LIOHUD Kuvd
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