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Vermont commercial cooperstive organizations, engaged
primarily in marketing dairy products, have been actively at work
from about 1875 to date. Approximately 130 farmer-owned butter
and cheese factories were in operation in 1905, nearly all of which
have now disappeared. Since statutory definition of cooperatives
in 1915, 36 local dairy marketing, two maple marketing, and six
purchasing associations have been organized. There wers 22 co-
operative creameries and four purchasing associations in 1929,

Although the number of dairy cooperatives has declined since
1922 their business has increased. The 1929 sales of 21 associa-
tions operating plants averaged $530,000, their assets $135,000 and
their stockholders’ equities $77,000. - They received approximately
30 percent of the deliveries to all Vermont planta. Their patrons,
90 percent of whom were stockholders, numbered 5,547. Eighty
percent of their receipts was in the form of milk and 20 percent
in cream; 55 percent was shipped as milk, 32 percent as cream and
13 percent as butter and other manufactured products.

The sales made by the purchasing associations averaged
$248,000, their investment $28,000 and their operating costs 4.3
cents per dollar of sales. They served 2,240 farmers, 46 percent of
whom were stockholders. Their unit operating costs were in-
versely related to sales volume.

The operating costs of the cooperative creameries averaged
13.6 cents per dollar of sales and 43 cents per hundredweight of
milk. These costs at butter factories were lower than at milk ship-
ping stations, but their net sales per hundredweight and the prices
they paid patrons were likewise lower. Among 14 associations
which shipped milk in bulk to metropolitan markets those which
shipped a large proportion in fluid form operated at a relatively low
unit cost. The costs of the large associations were higher than
those of the relatively small ones, their failure to operate eco-
nomically apparently being due to the fact that they carried more
than their proportionate share of surplus and to the extension of
their operations over wide areas.

Average selling prices and prices paid patrons depended largely
on the percentage of the total product which was sold as fluid,
although the large associations sold to better advantage than the
smaller ones which carried the same percentage of surplus.
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APPENDIX A
ADJUSTMENT OF AUDITORS® STATEMENTS

Intongible Assets—Intangible assets, such as goodwill and organization ex-
pense, were omitted from the balance sheets because of lack of known material
value to the business.

Accounts Receivable—Allowances or reserves for doubtful accounts, when
recorded as a part of net worth, were transferred to the asset side of the balance
sheet as a deduction from accounts receivabie, .

Noies Receivable—Discounted notes were deducted from notes receivable,
Although notes receivable discounted represent a contingent Hability, the act of
diseounting constitutes essentiaily the sale of an asset the proceeds of which already
appear among the assets,

Fixed Assets—When allowances for depreciation of fixed assets appeared as
3 reserve in the net worth section of the balance sheet, they were transferred and
. deducted from the assets against which they were charged and the assets entered
at their net value.

Deficit~-Deficit accounts appearing on the asset side of the balance sheet
were transferred to the net worth section as deductions in order to obtain the
true net worth.

Accrued Expenses—~Reserves for expenses were {requently listed among pet
worth items. These were transferred to current Iiabilities as accrued expenses.

Capital Stock—Treasury stock was deducted from capital stock to obtain
the actval amount of capital stock outstanding. Forfeitures of capital stock some-
times appeared in the profit and loss statement as incorne availzble for distribution
to members. This itemn was transferred to the net worth section of the balance
sheet, thus treating it as capital income rather than earned income.

Membership Liabilities—In the statements of a few of the larger dairy cor-
porations, amounts due members appeared as part of current Habilities. In some
cases the corporation paid interest on this item, which was later distributed as a
stock dividend. Such indebtedness to members was deducted from ¢urrent liabili-
ties and transferred to a separate section of the equities. In the analysis, it is
trested as a part of the members' net worth,

Reserve for Dividend~—When reserves for dividends were included as a part
of the net worth section of the balance sheet, they were transferred to current
fiabilities only when there was evidence that dividends had been declared,

Freight Out~Freight and icing expense for outgoing shipments were deducted
from gross sales to get net sales.

Interest—Interest on capital stock was dediscted from operating expenses and
treated as a distribution of net earnings. Interest paid or due om borrowed capital
was included in the operating expenses. To allow for varying amounts of invesi-
ment in the business, interest was charged on the stockholders' investment at the
prevailing rate of six percent and aiso credited to other income as interest not
paid. This double entry does not affect net income for distribution.

Reserves Allowasces—Auditors frequently included transfers to contingent
reserves with the operating expenses. These were deducted from the expense
items and included as part of the distribution of net earnings.

Depreciation.—Those organizations which have installed a repular double entry
system of accounts and have their books audited regularly, usually charged depre-
ciation against the fxed assets at following rates:

Furniture and fixtures........... 10% Buildings :

Delivery equipment.......... vers 25% Wood frame......occoveenen ... 5%
Machinery and equipment....... 15% Brick and tile........ seraanevs 3%
Land improevements............. 18% Concrete and steel.............. 2%

Many of the larger dairy corporations aprly a separate rate of depreciation
to each major item of equipment. In the case of associations which carried no
open asset accounts and charged no depreciation on fixed asssts, the valuation of
the assets was. based on estimates by managers or officers or on ihcome tax
reports, and depreciation was charged at the standard rates given above.
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APPENDIX B
CHAPTER 210, GENERAL LAWS QF VERMONT
GENERAL CORPORATION LAW

Sectiox 48977 PROVISIONS AS TQO COOPERATIVE ASSQOCIA.
TIONS. A corporation formed under this chapter shall not have the word
“cooperative” or any abbreviation thereof sz part of its name, unless the articles
of association contain ali of the following provisions:

1.  Each sharcholder shall have one vote and only one in all matters pertain-
ing to the management of the corporation;

II, The interest or dividend on the paid-up capital stock of the corporation
shall not exceed aix percent per annum;

III. There shall be set aside annually not less than ten percent of the nst
profits of the corporation for a reserve fund until there is gccumulated a
fund of not less than fifty percent of the paid-up capital stock.

IV, The remainder of the earnings, or any part thereof, shall be distributed by
a uniform dividend upon the amount of purchases or sales through the
corporation by the shareholders, or the amount of raw material furnished
to, or business done through the corporation by the shareholders; such
prefits or earnings to be distributed as often as once in twelve months;

V. Not more than ten percent of the capital stock of such corporation shalf
be owned by any one member;

VI. Certificates of stock in cooperative corporations shall contain a statement
on the face thereof that the holder is entitled to only one vote thereon.

APPENDIX C
"CAPPER-VOLSTEAD" ACT

{ Public—No. 146, §7th Congress)
(H. R. 2373)

AN ACT TO AUTHORIZE ASSOCIATION OF PRODUCERS OF
AGRICULTURAL PRODUCTS,

Be 1 enacted by the Senate and House of Representatives of the United Siates
of America in Congress assembled, That persons engaged in the production of
agricultural products as farmers, planters, ranchmen, dairymen, nut or fruit
growers may act together in assoc:at;cns. corporate or otherwise, with or without
capital stock, in collectively processing, preparing for market, handling, and
marketing in interstate and foreign commerce, such products of person so cngaﬁcd
Such associations may have marketing agencies in common; and such associations
and their members may make the necessary contracts a.nd agreements to efect
such purposes; Provided, howrver, That such associations are operated for the
mutual benefit of the members theresf as such producers, and conform to one or
both of the following requirements:

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

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

And in any case to the following:

Third. That the association shall not deal in the products of nonmembers
to an amount greater in value than such as are handled by it for members.

Sec. 2. That i the Secretary of Agriculture shall have reason to believe
that any such association monopolizes or restrains trade in interstate or foreign
commerce to such an extent that the price of any agricultural product is unduly

1As ded to D ber 31, 1929 (Ne. BI of 1529), It was still fur!her amsended Ly
No. 96 of the Acts of 1931 (the socalied “cooperative marketing act' designed “'to encourage
the orderly marketing of sgricultursl products through cooperation''}, but since this bulletin
deals with the data sccured prior to 1931, present form of the law is not given bu? that is
operation 31 the time to which the data have referance.
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enhanced by reason thereof, he shall serve upon such association a complaint
stating his charge in that respect, to which complaint shall be attached, or con-
tained therein, a notice of hearing, specifying a day and place not less than thirty
days after the service thereof, requiring the association to show cause why an
order should not be made directing it to ¢ease and desist from monopolization or
restraint of trade. An association so complained of may at the time and place so
fixed show cause why such order should not be entered. The evidence given on
such a hearing shail be taken under such rules and regulations as the Secretary
of Agriculture may prescribe, reduced to writing, and made a part of the record
therein. If upon such hearing the Secretary of Agriculture shali be of the opinion
that such association monopolizes or restrains trade in interstate or foreign
comumerce to such an extent that the price of any agricultural product is unduly
enhanced thereby, he shall issue and cause to be served upon the association an
order reciting the facts found by him, directing such association to cease and
desist from monopolization or restraint of trade. On the request of such associa-
tion or if such association fails or neglects for thirty days to obey such order, the
Secretary of Agricultuve shall file in the district court in the judicial district in
which such association has its principal place of business a certified copy of the
order and of all the records in the proceeding, together with a petition asking
that the order be enforced, and shall give notice fo the Attorney General and to
said association of such fling. Such district court shall therenpon have jurisdic-
tion to enter a_ decree affirming, modifying, or setting aside said order, or enter
sach other decree as the court may deem equitable, and may make rules as to
pleadings and proceedings to be had in considering such order. The place of trial
may, for cause or by consent of parties, be changed as in other causes.

The facts found by the Secretary of Agriculture and recited or set forth in
said order shall be prima facie evidence of such facts, but either party may adduce
additional evidence. The Department of Justice shall have charge of the enforce-
ment of such order. After the order is so filed in such district court and whilie
pending for review therein the court may issue a temporary writ of injunction
forbidding such association from viclating soch order or any part thereof. The
court may, upon conclusion of its hearing, enforce itz decres by a permanent
injunction or other appropriate remedy. Service of such complaint and of all
notices may be made upon such association by service upon any officer or agent
thereof engaged in carrying on its business, or on any attorney authorized to
appear in such proceeding for such association, and such service shall be binding
upon such association, the officers, and members thereof.

Approved, February 18, 1922,
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APPENDIX D

TasLg |.—MEMBER AND PATRON RELATIONSHIP, ALL GROUPS OF ORGANIZATIONS

Members Patrons
Namh Patron Member
of Percent. Percent.
associn- age of Non. Total agnof Non- Triat
Year tions Number total patron number Number total member number
Cooperative dairy corporations, anmually, 1916-1930
1016...... 2 78 100 - 78 78 80 260 28
i9i7...... 3 184 98 3 187 184 88 25 209
I918...... 4 217 97 7 224 217 88 3G 247
1919, . ... 8 206 98 20 926 906 95 41 947
1920...... 12 1,738 98 3 1,772 17538 w7 58 1,796
1921...... i3 2423 97 82 2,505 2423 97 78 2501
1922., 17 2957 95 44 310 2957 95 i5¢ 3111
1923...... 17 3113 92 282 3,395 3113 92 252 3368
1924...... % 3,587 89 4490 4027 3587 94 23 Bis
1925...... 22 3937 86 518 4555 3937 93 298 4235
1926....., 22 4584 85 812 5396 4584 92 419 5003
1927...... 22 4698 84 874 5572 44698 90 528 822
1928...... 22 5144 84 1013 6,157 5144 90 586 5730
1925...... 22 5098 82 1087 6,183 5006 90 551 5.647
1936...... 22 5485 82 1,263 6,688 5,485 E) 625 6,110
Stock companies by five-year periods, 1905-1925, and annually, 1925-1930
1905...... 12 395 75 131 526 395 42 536 931
1910, ..., 13 345 65 175 520 345 33 210 1,055
1915.. 13 318 62 195 513 318 2 778 1.006
1920...... 13 290 53 233 523 290 25 B4 1,144
1925...... 13 239 45 296 5358 219 20 977 1,216
1920... 13 228 43 300 528 228 Z1 867 10gs
1927...... i3 220 42 304 524 220 19 650 1.170
1928...... 13 209 40 309 5i8 208 19 B85 1078
1929...... 13 182 35 335 517 82 21 702 854
1930...... 13 182 35 335 517 182 2 662 844
Cooperative purchasing associations, annually, 1925-1930
1925... 4 1,005 80 25 1261 1005 59 691 1,
1926...... 4 1,030 81 235 1,265 1030 57 785 1.815%
1927...... 4 1,040 a3 212 1252 1040 54 897 1.937
1928.. 4 1,060 84 200 1,260 1066 50 1065 2,125
1929...... 4 1,022 81 243 1,265 1022 46 1218 2240
1930... 4 1,620 8 256 1270 1620 44 1278 2298
All organizations, anmmlly, 1925-1930

w2s 39 5181 82 1,170 6,351 5,181 72 1966 7.147
1926._.... 39 5,842 81 1,347 7189 5842 M4 2071 7913
1927,.. 3% 5958 81 139 7348 5958 72 2375 834
1928...... 39 6413 81 1,522 7935 6413 72 2520 8913
1929...... L 5300 79 1,665 7965 6300 72 247% 8,771
1930...... 33 6,687 79 1,788 8475 6687 72 2565 9252
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Tuu 2 —AVERAGE BALANCE SHEET VALUES; COOPERATIVE PURCHASING ASSocIaTions, 1921-1922
: 10 1929-1930

Balance sheet items 1921-22 1922-23 1923-24 1924-25 1925-26 1926-27 1927-28 1928.2% 1929-30

Average asset values

Casht viviiienninannnns 52478$45§4$5092$6458$6911$8,S44$9424$8446$7118

R ceivablesf .......... 3210 2962 2893 448 4891 5940 7310 9550 10,278
entory ¢

_ ierchandise ....... 3578 489566 4766 4159 3920 5212 4719 4363 5273

Real estate .......... 3337 4037 3947 3730 3600 3309 3080 2948 4494

Other assets.......... 665 742 903 1,309 1,222 890 786 614 680
Total assets...... $13,269 $17.211 $17,601 $20,104 $20,544 $23,895 $25.819 $25961 $27,843

Average equity values

Trade accounts and

notes paysble....... $7303%3615 % ?,574 $ 8139 $ 5321 $6356% 5842 %5413 $638%
Bank notes payable,

unsecured .......... 3860 9338 3250 4255 6715 4657B 6470 4890 3640
Mortgages payable.... 560 500 388 375 07% 1438 31438 1312 1, 312
Other liabilities....... 558 1,163 1533 1,077 221 75 107 65 80

Total Habilities, .. $12,221 $14,616 $12,745 $13,846 $13,232 $14,447 $13,857 $11,680 $i1,928

Capital stock......... $5351 $6505 § 6846 $ 6954 $6975% 7061 $ 7116 § 7.082 $ 7,381
Surplus and reserves.. —4,303 —4,000 —1,990 —696 337 2387 4846 7,199 8533

Total net worth.. $ 1,048 § 2,595 § 4,856 $ 6,258 $ 7,312 § 9,448 $11,962 $14,281 $i5915
} Total equities..,.. $13,269 $17,211 §17,601 $20,104 $20,544 $23,895 $25.815 $25961 $27,843

i
i

TABLE 3—ASSET AND EQUITY VALUES IN PERCENTAGE OF TOTAL ASSETS AND EQUITIES;
COOPERATIVE PURCHASING ASSOCIATIONS, 1921-1922 70 1920-1930

Balance sheet items 192)-22 1922.23 1923-24 1924-25 1925.26 1926-27 1927-2B 1928-29 192%-30

' Assets
% %o %o Yo % 9% % k3 %
Cash ...ovnvvinrrnnen..n 187 262 289 321 336 338 365 325 255
Receivables ............. 242 172 165 221 238 249 303 369 389
Inventory of merchandise. 27. 288 271 207 191 218 183 168 189
Real estate ............. 251 235 224 185 175 138 119 114 181
Other assets .....c000000 5. 43 51 63 & 37 3 24 25
Total assets ...iecne 100, 160, 100. 100. 100, 100 100, 100, 100
Equities
% % % % % % % %
Trade accounts and notes
payable ............... §5. 2L 43. 405 259 266 226 209 248
Bank notes payable, .
unsecured L..........., 291 543 183 212 327 275 251 188 131
Mortgages payable ...... 33 29 22 189 47 6. 56 51 47
Other liabilities ......... 42 67 87 53 11 03 04 62 03
Total liabilities...... 921 849 724 689 644 o604 337 45 429
Capital stock ............ 403 383 389 348 34. 206 275 273 263
Surplus and reserves..... —324 —23.2 —11.3 —35 15 16 188 277 306
Total net worth..... 79 151 276 311 356 396 463 55 571

Total equities ....... 160, 100, 100, 100, 100 160, 100. 106 100,
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Tabte 4—AVERAGE ASSET ¥ALUES; 16 COOPERATIVE DAIRY CORPORATIONS, 1922-1929 4y

Halance sheet items 1922 1923 1924 1928 1526 1927 3928 yrhg
caihe-ad

Assets jf: g

Cash ....... freeranaras $1852$3583% 57888 B114 8§ 7106 % 12015 % 12727 § 13,8
Receivables ........... 28273 31068 20222 ZBR44 36332 42276  4BS5%% Sigde
Merchandise inventory.. 2,948 5464 5909 5470 7937 14584 77606 WL
Other current assets.... 511 538 604 652 624 709 937 E}]

Total current assets $33,584 $40,653 § 45,523 $ 43080 $ 51,999 § 69,684 § 69989 8§ 774
Deferred assets..... $2675$3,0098§ 2820% 3498 8% 369 8 3671 3987 § 4¢4ﬁ
Trrvestments and

other ........... 428 465 327 438 6277 714 7415 ‘?3 ?ﬂ
Office equipment........ $ ?08 $ 736% 820% 9518 994% Lis1§ 1080 ¢ i‘{?‘)
Delivery squipment. ... 1,005 1325 2564 2808 3349 1393 38N
Piant equipment...,.... 21,2% 20939 23504 23719 2925 32122 35633 32k
Buildings ............. 24846 25464 27919 31,630 32689 33533 34267 318

Land and improvements 3,107 3240 4,170 4850 5590 5436 §23% 6,35*
Total fixed assets.. $50,778 $51,384 § 57,747 § 63,734 § 71,337 $ 75801 § 76621 $ 7670
Total assets ....... $87,465 $95,511 $102,417 $110,750 $133,309 $156,260 $158,012 $14:8037

TABLE 5.—AVERAGE EQUITY VALUEZS; 15 COOFERATIVE DAIRY CORPORATIONS, 1922-1929

Balance sheet items 1922 1923 1924 1925 1926 1827 ivis 1929

Equities

Patrons’ accounts
pavable ............. $20,170 $22667 $ 23,444 $ 25204 $ 30,330 $ 34607 § 37,066 $ 39185
Trade accounts payable. 3359 3380 3923 2776 2830 39 5.801 7603
Trade notes payable... 1.4 27 280 569 575 1,853 1,644 1836
Bank notes payabie,... 8911 7072 s412 3593 7.503 13,286 5.481 9.7
Other current liabilities 1,766 1,179 1,437 1,049 1,788 2307 1 811 2209

Total current
Habitities ........ $34,387 $34,334 $ 35496 $ 33,191 $ 43,026 % 56017 § 5§803$60€3§I
Fixed liabilities..., 12941 10416 10,678 12562 16211 16,122 13403 12 5?8
Total liabilities...., $47.328 $44,750 § 46,174 $ 45753 § 59,237 $ 72,139 $ 65,206 $ 72,58')
Capital stock........... $30,845 $34,192 § 36,380 $ 39337 § 50,137 §$ 55,355 § 50208 § 50375
Reserves ........ouceves 6669 13611 15409 18583 17653 20760 23135 25715
Undivided profits....... 2,623 2958 4454 7077 6282 8006 10462 10384

Total net worth.... $40,137 $50,761 § 56,243 § 64,997 $ 74072 $ B4,121 § 92806 § 95,4?5
Total equities...... $87.465 $95,511 $102.417 $110,750 $133,30% $156,260 $158,012 $168.067
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TABLE § —ASSET VALUES IN PERCENTAGE OF TOTAL ASSETS; 16 COOPERATIVE DAIRY
CORPORATIONS, 1822-1929

Balsnce sheet items 1922 1923 1924 }925 1926 1927 1928 1929
Assets

ot RO 21 38 56 73 53 77 81 8
Receivables ... v.cvvenenn. 323 325 285 261 273 271 307 307
Merchandise inventory..... 34 57 38 49 59 94 49 68
Other current assets.,..... 0 D6 06 086 05 04 D6 07
Total current assets... 384 426 405 389 39 446 443 462
Deferred assets........ 31 31 28 3z 28 24 - 25 27

- Investments and other. 0.5 65 03 04 47 45 4.7 54
Office equipment........... 08 98 68 08 08 07 07 086
Delivery equipment........ 1. 13 23 21 2.1 22 2.
Plant eguipment.......... . 243 2§ 9 229 214 219 206 20, 19.2
Buildings ..........c...... 284 257 2731 286 245 215 217 202
Land and improvements.... 35 34 4l 44 42 36 39 317
Total fixed assety..... §8. 538 564 575 535 485 485 457
Total assets,.......... 100, 100. 100. 100 100. 100, 100, 100

TABLE 7.—EQUITY VALUES IN PERCENTACE OF TOTAL EQUITIES : 16 COOPERATIVE DAIRY
- CORPORATIONS, 1922-1029

Balance sheet jtesms 1922 1923 1%24 1925 1826 1927 1928 192%
Equities
Patrons’ accounts payable,, 231 237 229 228 228 222 235 233
Trade accounts pavable,.,.. 38 36 38 25 21 25 37 45
Trade notes payable....... 82 ... 0.3 85 04 1.2 1. 1.
Bank notes gayabie..‘..,.. 10.2 74 83 3z 56 85 35 LR
Other current labilities. . 2, 12 14 L 14 1.5 1.1 1.3
Total current Habilities 393 359 347 3. 323 359 328 357
Fixed liabilities........ 148 109 104 113 122 163 85 73
Total liabilities........ 541 468 451 413 445 462 413 432
Capital stock.....ccovivnes 353 358 355 355 376 354 375 353
Reserves ......icvvnunnnnn 76 143 13 168 132 133 145 153
Undivided profits.......... 3 31 44 64 47 51 66 62
Total net worth....... 459 532 549 587 555 3538 387 568

Total equities.......... 100, 100 100, 100. 1060. 100, 100. .100.




