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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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The study, the results of which are embodied in this bulletin, was initiated
at the instance of the Federal Farm Board which allotied a considerable sum to
the Northeastern Experiment Stations for the fiscal year 1930-1931 wherewith to
inguire into the workings of the several agricultural cooperative enterprises extant
in their respective states.

Realizing that the proper conduct of such 2 task in Vermont would involve
an expenditure much in excess of the allotment made by the Farm Board and that
such a study had important bearings wpon the well-being of Vermont agriculture,
a so-called Purnell project was set up and approved and station funds set apart
and used as a supplement to the original federal allotment.

The data were collected and collated and the original manuscript prepared by
Mr. H. C. Grinnell, the aathor of the bulletin. Mr, J. A, Hitchcock, Awmsociate
Station Agricultural Economist from 1925 to 1930 and Station Agricuftural Econo-
mist since July 1, 1931, spent much time from June to Cctober, 1932, on this
project and had much to do with the latter stages of the preparation of the mami-
script for publication.

The Station is under many obligations to the officers and managers of the
several cooperative associations and stock companies which courteously opened
their records to Mr. Grinnell's inspection. It is also indebted to Hon, Edward H.
Jones, State Commissioner of Agricuiture, and to Mr. H. E. Bremer, State Super-
visor of Creamery Inspection, who similarly gave him free access to the multi-
tudinous records in their offices.

J. L. Hns, Director.

Purrose

As a business man the farmer is interested not only in efficient
farm production but also in the purchase of supplies at minimum
cost and in an effective marketing procedure. Until recently the pro-
duction phases of agriculture have been mainly stressed and the farmer
has devoted most of his attention to them. However, cfficient buying
and selling through farmer-owned organizations are now eliciting in-
creased interest. These agencies are rapidly growing in importance.
In the earlier years the “cooperatives” were organized as local or
community affairs. Many such still exist and some are still being
organized. Many have failed and some have merged with or been sold
to others of a similar type. These mergers have frequently led to
the formation of federations, regional rather than local in their scope,
and great central cooperatives have been organized, some of them
colossal enough to be termed “super-cooperatives.” Nevertheless many
scattered local cooperatives are still functioning. The development of
large marketing organizations both in the cooperative and proprietary
fields inevitably raises a question as to their effectiveness in the present.
day scheme of efficient marketing and buying. The question thus raised
has not sole application to Vermont nor to New England as a unit, nor,
indeed, to the nation. The development of large marketing organiza-
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tions dealing with all sorts of agricultural products, some stable, some
perishable, some narrowly consumed, some sold in world markets, is a
world-wide phenomenon and the problems pertaining thereto are con-
stantly changing in kaleidoscopic fashion.

The measure of the success of any cooperative is its ability to in-
" crease the farm income of its members. To be successful it should be
properly organized, soundly financed and efficiently managed. An
examination of the situation in Vermont with respect to these three
aspects of cooperation forms the major portion of this bulletin. The
analysis of the data aims to exhibit the present status of these locals,
to show in what direction they are moving and fo point out the sources
of their strength and weaknesses, all to the end that they may be
enabled to render more effective service to their farmer-owners.

Score aND MerTHOD

During the summer of 1930, visits were made to the offices of all
Vermont farmers’ business organizations operating on any form of
a cooperative basis, in so far as their existence was on record in state
offices. Cooperatives of a noo-business type were not included. In-
formation pertaining to their organization, finance and operations was
obtained. The data included detailed balance sheets and operating
statements_for as many years as could readily be secured from avail-
able auditors’ statements, account hooks, secretaries” books, income tax
reports and such other records as were pertinent to the business.
Copies were made of the by-laws and certificates of incorporation of
each organization. Additional information supplementary to the cur-
rent balance sheets was obtained and questionnaires completed cover-
ing volume and type of business, organization and set-up, membership,
labor and other similar data. Initial consideration was given to those
associations which were actively engaged in business as farmers’ co-
operatives thronghout any fiscal year which ended between July 1,
1929 and June 30, 1930. Thirty-four dairy marketing associations
and four purchasing associations comprised this group.

The most important group of farmers’ cooperatives in Vermont is
that composed of these 34 seiling associations, Their major business is
the marketing of dairy products, but many also purchase farm supplies
for their members or are engaged in some outside business. However,
the sales of only four of those interested in such auxiliary operations
exceed four percent of the total business, Two of them purchase
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feeding stuffs for their patrons and two operate retail stores (gro-
ceries, dairy products, provisions). Their accounting systems are such
that these subsidiary activities can be separated from the major busi-
ness with sufficient accuracy to make the statement of their operations
comparable with those of other creameries. The profit or loss resulting
from these supplementary transactions has been carried to the operat-
ing statement as “other income,” in order to leave the net income
unaltered.

Previous te the passage by the General Assembly of 1915 of a law
defining cooperatives {Chapter 210, G. L.}, numerous farmers’ dairy
companies existed and a number of them are still in operation. Some
18 of these were visited and partial or complete records were obtained
from 13 which were operating in some measure as cooperatives. Their
selection was based on their history and apparent intent with respect to
distribution of profits rather than upon the exact method of voting
employed at their meetings or upon their present ownership. These
are included in the 34 associations mentioned above,

This older type of cooperative differs in many respects from
those organized under the cooperative law. In general they are smaller,
handling less business and extending their operations over a more
limited territory. Most of them are butter factories and are kocated
at a distance from railroads. As the years have passed their capital
stock has become concentrated into fewer hands and to a considerable
extent into those of non-patrons. A smaller proportion of patrons
are members and, as a rule, the voting is not on the one-man cne-vote
basis. Stock ownership and dividends on capital stock are not gen-
erally limited to the extent that they are in the case of the cooperatives.
On account of these wide and varying differences, they have been
treated as a separate group in much of the following discussion and in
many of the tables and charts. The associations which are incorporated
under the provisions for cooperatives as set forth in Chapter 210, G. L.
will be referred to hereafter as “cooperatives.” Those which continue
to operate in the same manper as they did prior to the enactment of
1915 will be referred to as “stock companies,” the name by which they
are gencrally known. The financial statements of the latter are based
to a larger extent on estimate and less on careful accounting than are
those of the former. In a few cases no statement could be deduced
from the information which was available. :

Certain additional information concerning the operations of dairy
marketing associations was secured. Such organizations are required
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by Section 5938, G. L. to file with the State Commissioner of Agricul-
ture annual reports setting forth the amount of business done during
the year, together with other information relative to receipts of milk and
cream and their disposal. Copies were made of these reports for
all farmer associations from 1924 through 1929 and some summary
sheets were obtained for the years 1915, 1920 and 1921.

The annual statements used in this study have been grouped
according to the closing dates of their fiscal years. Statements referred
to as of 1929 deal with those whose fiscal years ended between July 1,
1929 and June 30, 1930. A similar grouping is used for preceding
years. As a matter of fact the fiscal years of all dairy corporations end
between August 31 and December 31, and 22 have adopted the calendar
year as the fiscal year. The fiscal years of two purchasing associations
ended during the last six months and of two during the first six months
of the year.

Auditors ‘do not arrange balance sheefs and operating statements
in a uniform manner; however, all statements have been adjusted as
nearly as may be to a comparable basis. A detailed description of these
adjustments may be found in Appendix A, page 97.

DevELopMENT oF FaArRMERS' OrGANIZED BUSINESS ASSOCIATIONS

Because of its climate, topography, soil and its location relative
to large consuming centers, Vermont is naturally an intensive dairy
state. Its dairy cow population in 1925 was 30.6 per square mile com-
pared with 5.9 for the United States as a whole and 28.8 for New York
State. Franklin County supported 52 cows per square mile. The
average Vermont farm carried 10 cows. In 1929 milk accounted for
41 percent of the total farm value of all crops and livestock and live-
stock products, 54 percent of the gross income and 60 percent of the
cash income from all products.! Because of the preponderant im-
portance of dairying to Vermont farmers, their coopetative efforts have
largely centered around the marketing of dairy products.

DAIRY MARKETING ASSOCIATIONS

The first attempt to bring dairymen together in a formal state-wide
association in Vermont, and it is believed in the United States, was the
organization of the Vermont Dairymen’s Association in 1870. It has
been in continuous and vigorous existence since that time. Its function

TU. 5, Dept. Agr., Bo. Agl. Econ.,, Farm Value, Gross Income and Cashk Income frem
Farm Production, 1929-1930 Part I, Snmmr: of Income Estimstes {Ssparate for Vermonmt).
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is primarily educational, its annual meeting providing a forum for the
discussion of the problems of the industry. At no time has it engaged
in marketing activities.

The available records do not show just when farmer-owned cor-
porations were first organized, but the names of the manuiacturers
would indicate that some of the early cheese and butter factories were
of this type. According to Walton’s Vermont Register, the first
cheese factories started up in 1867 and the earliest butter factories in
1879. In 1899 there were 107 farmers’ and 148 proprietary dairy plants

Tasrg 1. —NUKBER OF DAIRY PLANTS OFERATED ON FRORIETARY AND ON NON-PROFIT
BASES IN VERMONT, 1899-1914*

Non-profit
Non-proht sEspeiations as
Year associations Proprietary Tota! percentage of total
1899 107 148 255 4z
1564 130 113 245 53
1905 85 157 242 35
1914 58 i77 235 25

* Anoual reports, Vermont Dairymen’s Associstion.

in operation (table 1). During the next five years the number of
farmer-owned associations increased both absolutely and relative to the
number of proprietary plants. By 1904 53 percent of all the dairy
plants were operated on a non-profit basis. However, from that date
onwards they gradually decreased until in 1914 only 25 percent of the
plants were so operated. The total number of plants decreased at the
rate of 0.8 per year. Proprietary plants increased at the rate of 3.5
plants per year compared with a decrease of 4.3 plants for the non~
profit associations.

Forty-five, or more than one-sixth, of the 250 dairy plants existing
in 1900 were located in Rutland county and approximately one-half
of them in Addison, Chittenden, Rutland, and Windsor counties {table
2 and figure 1), Only 15 percent of the plants in Rutland, Lamoille
and Franklin counties were stock companies compared with 82 percent
in Bennington, Caledonia, Essex, and Windham counties. Stock com-
panies to a greater extent than proprietary concerns tended to organize
in off-rail areas, only 36 percent of the stock company plants being
located on rail or in railroad villages as compared with 44 percent of
the proprietary plants. Of the 119 farmer-owned plants 92 (77 per-
cent) were creameries and 27 (23 percent) cheese factories; of the
131 proprietary plants, 94 (72 percent) were creameries and 37 (28
percent) cheese factories.
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TaBLE 2—~NUMBER OF CREAMERIES AND CHEXSE FACTORIES OPERATED ON NON-PROFIT
AND PROPRIETARY BASES, BY COUNTIES, 1990

Non-profit associationa Proprietscy

Cream- Cheese Cream- Cheese Total of

County eries factories Total eries factories Tota! sif plents
Addison ..,..... it 2 i3 g9 3 12 25
Bennington .... 3 7 16 . 4 4 14
Caledonia ..... 16 .. 15 2 . 2 18
Chittenden ..., 12 2 i4 ¥4 1 13 7
Essex ...vuv... 3 . 3 i . 1 4
Franklin ...... .. H 1 11 3 14 1§
Grand Isle .... 4 .- 4 2 . ¥4 &
Lamoille ... ... . .- . 7 . 7 7
RNEE ... .... 13 .e 13 8 1 L] 22
Orleans ....... 7 .. 7 g 1 18 17
Rutland ....... 1 8 g is 21 3 45
Washington 10 - i0 8 . 8 18
Windham ..... 7 .. 7 i .. 1 8
Windsor ...... 5 7 12 9 3 12 24
Total ..... 92 27 19 94 37 13 250

Between 1900 and 1915 the number of stock company plants de-
creased from 119 to 58 but that of the proprietary plants increased
from 131 to 177 (table 3). Seventy-seven percent of the non-profit
plants were creameries in 1900 compared with 90 percent in 1915,
Cheese factories made up 23 and seven percents respectively of the
non-profit plants at the two dates. The proportion of the proprietary
dairy plants operated as creameries decreased from 72 to 55 percent
and of cheese factories from 28 percent to 13 percent during these 16
years. There were no shipping stations or condensaries in Vermont in
1900, but in 1915 there were 36 shipping stations and three conden-
saries, all but two of which—both shipping stations—were operated as
proprietary plants.

TapL¥ 3.—NUMBEES OF DIFFERENT TYFER OF DAIRY FLANTS OPERATED ON NON-FROFIT
AND PROPRIETARY BAsSEs, 1900 awp 1915

1960 171§
Non-profit Proprietary Nou-profit Proprietary
Number Per- Number Per. Number Per- Number Per-
of cent- of cent- of cent- of cent-
Tyrpe of plant planty  age plants  axc plasis  age plants  age
Creameries ........ 92 77 9o 72 2 9 97 55
Cheese factories.... 27 23 7 = 4 7 23 13
Shipping stations... . .- e e 2 3 M4 3
Condensaries ...... .- . - .e .- .- 3 2
......... 119 100 131 190 58 100 - 177 10
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These older cooperatives, most of which were organized previous
to 1900, received in the main whole milk until sometime after that date.
This was separated at the plant and the patrons took their proportionate
shares of the skimmilk home for feeding on the farm. Some dairy-
men separated” their own milk at the farm and delivered cream at
the plants, a practice which expanded rapidly after 1900. The main
business of these associations has been for many years and still is the
manufacture of butter. However, one association has always shipped
more or less sweet cream and another has dealt only in sweet cream
since 1922, Still another has marketed some fluid milk since 1927
and another began shipping it in 1930, Only 11 plants, all organized
prior to 1915, were being operated as farmers’ stock companies in
December, 1930, three of which were shipping fluid milk or cream and
eight manufacturing butter.

When these stock companies were first organized most of their
patrons were members. The authorized capital stock (usually 35,000
or less) was all or nearly all sold and in most cases the proceeds were
sufficient to finance immediate needs for organization, land, buildings
and equipment. The authorized capital was not commonly increased
and hence no more was for sale. In the course of time, as the farms
of patrons have changed hands through sale or inheritance, the stock
in these companies has tended to drift into the hands of non-patrons
and to accumulate into those of a relatively few owners. In the case of
the 13 whose records are discussed in this bulletin the non-profit feature
of their organizations has been retained.

Immediately following legislative provision for cooperative cor-
porations in 1915 farmers again began to organize. At about this time
the so-called “leased car” system was done away with by the decision
of the Interstate Commerce Commission of July 16, 1916. Vermont
then began to become an important factor in supplying metropolitan
Boston and other southern New England cities with fluid milk and
cream. The increase in total deliveries to all plants from 1917 to 1927
was at the rate of 1,350,000 pounds of butterfat per year (table 4 and
figure 2). Only 22 percent was sold as fluid milk in 1917 compared
with 52 percent in 1929; 38 percent was manufactured into butter in
1917 as compared with 10 percent in 1929. The decline in manufac-
turing has been especially rapid since 1921. Thus it was that farmers
began organizing for a purpose somewhat unlike that which heretofore
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Tapg 4 —DAmy FRODUCTS HANDLED BY VERMONT PLANTS, 1917-1929

Disposai
m :;! Si:;;:ged Sinwed Hlau;aaetuud l[:::; 1::;:;&
Year received mitk crum buitter dxiry produsts
(thousands} % % % %
1917 25,561 22 29 38 11
1918 25,645 27 26 36 11
isi9 20,104 28 24 M 14
1920 32,042 28 2R a5 9
1921 35,102 26 31 35 7
1922 35,43¢ 30 34 32 4
1923 36,573 33 34 28 5
1924 36 582 34 32 25 9
1925 38, 086 41 k] 20 8
1926 38,122 44 38 15 7
1927 39,056 45 37 14 4
1928 Not available
1929 38,653 52 4 10 4

had actuated them and mainly in order that they might compete to better
advantage with proprietary agencies in shipping fluid milk and cream
o these central markets.

The plants operated by cooperative corporations increased from
1916 to 1922 from four to 40, at the rate of six per year, and there-

" BUTTERFAT

({Sillions of Pounds)
50

-
-
-__-.

o i f ! } i i } i i
1917 =5 Isig 920 19 1222 1823 wee 125 926 [

Fia. 2—Amount and form of disposal of butterfa¢ delivered to Vermont dair,
plants, 1917-1927.
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after remained approximately constant in number {table 5). The total
number of plants and of those operate by farmers’ stock companies
and by proprietary concerns declined steadily throughout the entire
period from 1916 to 1930,

Tabre 5.—NumMBER OF VERMONT DAIRY PLANTS OFEXATED BY COOPERATIVES, BY
STOCK COMPANIES AND BY PROPRIETARY CONCERNS, 1916-1930

Cooperative Stock Proprietary

Year associations companies concerns Total plants
1916 4 54 181 239
1917 8 &0 168 236
1918 15 46 163 224
919 21 41 163 225
1920 25 36 164 225
1521 36 36 152 224
1922 40 35 146 22
1923 39 35 136 210
1924 40 30 135 205
1925 41 29 135 205
1926 . 42 25 147 214
1927 42 21 134 197
1928 9 21 149 208
1929 42 13 144 199
030 41 11 116 168

The largest number of cooperative dairy corporations organized
in any one year was 11 in 1921 (table 6), probably as a result of the
rapid decline in agricultural prices which occurred at that time. Ouly
five have been organized since 1921 and none since 1925. The largest
number operating in any one year was 32 in 1922; in 1923 they began
selling to other organizations or closing their plants. From 1923 to
1930 six sold to or merged with other cooperatives, five sold to and one
leased its plant to proprietary concerns, three dissolved after closing or
losing their plants by fire and one reorganized in 1930 as a private
business corporation, The average age of 20 local cooperatives operat-
ing plants on December 31, 1930, was 11.7 years. The average length
of life of the 16 which had ceased operation as cooperatives was 5.8
years. Of the 20 operating plants in 1930, 14 were over 10 years old,
six under 10 and none under five. Of the 16 not operating plants in
1930, eight lasted less than five years and two over 10.

Many of the cooperative dairy corporations were organized for the
specific purpose of shipping fluid milk and cream. For the most part
the surplus milk, cream, and non-returned skimmilk have been manu-
factured in their own country plants which are equipped for that
purpose. The average number of dairy products manufactured by
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TABLE § —COOPERATIVE DAIRY CORPORATIONS ORGANIZED AND OPERATING [915-1030: msrosar or
THOSE NOT OPERATING AS COOPERATIVES IN [930

15 16 Y17 '8 'I9 "2 "2y ‘22 '3) ‘24 V25 36 ‘17 ‘23 19 ‘M T

Incorporated ....... 2 3 3 5 4 3 11 1 3 .. 1 .. .. .. . .. &
Began business..... .. 4 2 6 § 210 3 3 .. 1 .. .. . oL .
Cumulative number :
’ arganized ..... .. 4 6 12 17 19 26 32 35 33 36 6 36 M 30
Disposal :
Closed or burmmed. .. .. .. .. .. .. .. .. 1 ¢ .. .. 1 .. .. .. %},
Sold to or merged
with other co-
operatives ..... .. S SR | 4
Sold o proprie-
tary plant...... .. .. .. .. .. .. . .. Z .. 1 .. .. 1 1 . &
Leased to pro-
prietary plant.. .. .. .. .. .. .. e eh e eeoae oae . VoLl H
Reorganized under )
business corpora-
tion law......cc .. s we ee s ae ak e ee e . i 1
Total mot operating .. .. .. .. .. .. .. s 11 .. 2 58 1 1 W
Curpulative total.... .. .. .. .. .. .. .. 5 6 7 7 % 1415 6 ..
Net number of co-
operatives oper-
ating plants.... .. 4 6§ 12 17 19 29 32 3 29 20 9 27 22 2 B

21 cooperative creameries increased from 1.6 in 1920 to 2.1 in 1929,
but the proportion of all deliveries manufactured has decreased.

Two groups of the local cooperatives have for some time been
united into federations and one of these functions as an active agent in
marketing, maintaining a Boston office.

OUT-OF-STATE COOPERATIVES OPERATING IN VERMONT

In addition to the local dairy marketing associations two out-of-
state cooperatives function in Vermont, the New England Milk Pro-
ducers’ Association with offices in Boston and the Dairymen’s League
Cooperative Association with offices in New York.

The New England Milk Producers’ Association (better known
locally as N. E. M. P. A.) operates throughout New England (other than
Connecticut) and the Boston milkshed, of which Vermont forms an in-
tegral part. It was organized in 1917 at Boston. It is a bargaining asso-
ciation, adopting as its main marketing function the holding of periodic
conferences with private milk dealers, the purpose of which is the fix-
ing of a fair price for its producers’ milk. This milk is sold not only
to distributors in Boston but also to distributors in a number of other
southern New England cities located within the confines of the Boston
milkshed. The total annual value of the members’ product averaged
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approximately $14,600,000 from 1926 to 1930 (table 7). The total
membership increased from 19,718 in 1926 to 21,727 in 1930, slightly
more than one-third of which was composed of Vermonters. The ratio
of the Vermont membership to the total was practically constant during
these five years. It has been estimated that in 1930 approximately 70
percent of all the market milk produced by farmers in the Boston milk-
shed was sold through the N. E. M. . A,, that 27 percent was sold
by some 13 cooperative creameries, most of them located in Vermont
and that only three percent came from unorganized groups.

TABLE 7.--ESTIMATED VALUE OF MEMBERS' PRODUCT AND MEMBERSHIP OoF NEW
ENcLAND ML PropucERs' AssociaTion, 1925-1930

Estimated Membership
valee of
members’ Vermont as per-
Year product Total . Vermont centage of total

1926 $13,800,000 19,718 6,842 3
1927 14,260,000 20,123 6,812 34
1928 : 15,260,000 20,399 7.087 35
1529 15,600,000 _ 21,074 7,220 34
1930 14,200,000 21,727 7,392 34

An overhead marketing organization with a membership composed
of cooperative associations, the New England Dairies, Inc., was incor-
porated in New Hampshire in 1930 and reincorporated in Vermont in
1931. Representation on the board of directors is divided equally
between the New England Milk Producers’ Association and the local
cooperatives. In its original form its contract with members provided
for the pooling of returns, the expressed policy of the organization
being “to pay the same price for all milk, delivered at the market, that
is of equal quality, equal butterfat content and produced in equal sea-
sonal adjustment to demand.” The functioning of the corporation was
made contingent upon the adherence of the N. E. M. P. A, and of 10
focal cooperatives. The requisite number of contracts was not secured.
However it began operation in April, 1932, under the terms of a
temporary contract, expiring December 31, 1932, under which it acts
as the sole sales agent of its members but which makes no prﬂvisien for
the pooling of returns. :

The Dairymen’s League was incorporated in New York in 1921.
It operates throughout the milkshed of metropolitan New York and of
up-state New York cities. It owns country plants and holds title to
the dairy products which it markets and manufactures for its members,
whereas the N. E. M. P, A, acts only as the zgent of its members. The
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price paid its members is a monthly pool price, each member receiving
his proportionate share of the total receipts for milk sold in all classes,
allowing for freight and quality differentials. The Dairymen’s League
in 1929 owned four country plants in western Vermont and has since
purchased a2 number of proprietary plants in the same srea. All de-
liveries to these plants were shipped as fluid milk until 1928, when
some American cheese was manufactured and a small amount of sweet
cream shipped (table 8). In 1929 over two million pounds of milk
were manufactured into American cheese. The total value of the busi-
ness done in Vermont, April 1, 1929 to March 31, 1930, amounted
approximately to $360,000.

TasLg 8—OPERATIONS OF THE DamyuEn's Lrzacur In wesTERN VERMONT,

1924 1o 1929
Pounds

Number Average Paid Pounds HAuid mitk  Founds

of number Pounds patrons fAuid made inte sweet

plants of of milk far milk American cresm

Year reporting patrons  reccived mifk shipped cheese shipped

{thousands} fthousands) (thousands)

1924 1 30 3073 $ 62,674 2636 . wren
1925 . 1 31 2434 59,323 2427 vees siee
1926 2 98 7175 161 312 7,166 errs ese
1927 2 106 9,622 235,341 9,590 fees fess
1928 3 129 10811 288,516 10,212 491 5,79
1929 4 159 13,555 362,185 11,439 2,060 cea

MAPLE PRODUCTS MARKETING ASSOCIATIONS

The first efforts to unite maple producers into any formal asso-
ciation appears to have been made in 1893 when the Vermont Sugar
Makers" Association was organized, mainly for promotional and educa-
tional purposes. This state-wide organization still exists and until re-
cently has met annually. As the marketing of maple products became
more complex, the association interested itself in the proposition and
assisted in the organization of two cooperatives, the Vermont Sugar
Makers” Market in 1901 and the Vermont Maple Products Cooperative
Exchange in 192Z. The former is still in existence, but has long since
lost all cooperative character, The latter was in active operation for
only five years. In general, attempts to market maple products co-
operatively have not been fortunate.?

In 1931 there was formed a new state-wide organization, the
Vermont Maple Cooperative, Inc., which contracts with its patrons to
grade, handle, process and sell their maple products. During its first

3 Ve Sta., Buls, 227, p. 23 (1922, and 285, pp. 15-16 (1928).



VerRMONT FArMERS' COOPERATIVE ASSOCIATIONS 17

year of operation it is successfully marketing about 45,000 gallons,
dealing only in pure maple goods. The greater part of its No. 1 grade
syrup has been put up in glass half pints and marketed through dairy
and grocery chain-store organizations.

PURCHASING ASSOCIATIONS

Local cooperative purchasing associations have not been numerous
in Vermont. Six were organized during the years 1916-1918, imme-
diately following the passage of the cooperative law. This was a period
of rapidly rising feed prices. In December, 1930, only two were sl
functioning as cooperatives. Two have been inactive for several years
and two were sold to proprietary managements during 1930. Grain
and feed, fertilizer and lime, and seeds have been the major lines
handled. During the earlier years they marketed a considerable amount
of farm produce for their members, mostly on a commission basis, more
particularly maple products, hay, livestock, grain and potatoes. The
nature and value of these transactions do not appear in the regular
financial statements and were not available for this study.

Two managers expressed the opinion that the need for loecal pur-
chasing associations bas declined with the development of the Eastern
States Farmers’ Exchange of Springfield, Mass., organized in 1918 and
now successfully operating throughout New England. This organization
has cooperated with local farm organizations by appointing them its
local agents or representatives, to serve in the same capacity as other
agents. The Exchange has no capital stock or membership contracts.
Working capital is obtained by short term bank loans using the mem-
bers’ purchase orders as collateral. From 1923 to 1929 the Exchange
sold approximately 28,000 tons of feed and 3,500 tons of fertilizer in
Vermont annually (table 9). During this period feed and fertilizer
sales were fairly constant in volume, but seed sales showed a rapid

TAsLE 9.—VERMONT SALES OF TEE EASTERN States Fanuers' ExXcHANGE,

1923-1929

Year Grain and feed Fertilizer Seed

{tons) {tons) {pounds)
1923 30,268 3,663 89,453
1924 29,847 3063 42,440
1925 25,219 3714 66,695
1926 ; 25,063 3136 100,199
1927 26654 3,630 124,387
1928 29,520 4,240 473,863

1929 39,500 3,234 499,458
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increase, rising from a low of 42,000 pounds in 1924 to nearly 500,000
pounds in 1929,

OTBER FARMER-OWNED CORPORATIONS

Local organization among farmers has not been entirely limited
to cooperatives or to organized marketing and purchasing. There are
at the present time two real estate holding companies, the memhers
of which are nearly all farmers., One owns property which is occupied
by a cooperative creamery and store ; the other owns a canning factory
which is leased to outside interests. In 1930 a painting company was
organized under the auspices of a local Farm Bureau to own and
operate a spray machine for painting and whitéwashing farm build-
ings. There is also an electric light and power company, the majority
of whose members are farmers. It owns distribution lines and buys
current and supplies at wholesale, reselling them to its members at fow
rates, These companies are not organized under the cooperative law,
but there is one association of nine members so organized. Its primary
function is to provide for common ownership of farm machinery, espe-
cially threshing and silo-filling equipment, but it has at times bought
grain, fertilizer and lime for its members.

SraTUs oF AGrRICULTURAL CooreraTiON, 1929

Thirteen stock companies and 22 local cooperatives owned 28 per-
cent of the Vermont dairy plants in 1929. They received 33 percent
of the milk and cream delivered to all plants, Their fluid milk sales
amounted to 31 percent and their cream sales to 29 percent of ali sales,
They manufactured 61 percent of the butter and 18 percent of the other
dairy products made in all plants. The average volume of business of
the 22 cooperatives was larger than that of the stock companies and
proprietaries, since their milk and cream receipts were equivalent to
29 percent of the total deliveries throughout the State, whereas they
constituted barely one-fifth of the total number of plants.

The location of stock companies, cooperative and proprietary dairy
plants in 1930 is shown in figure 3. Three of the 11 stock companies
in operation in 1930 are located on a railroad or in a railroad village.
One-half of the plants owned by cooperative dairy corporations and
two-thirds of those owned by proprietary concerns are located on rail.
Many of the off-rail cooperative owned planis are simply receiving
stations from which milk is trucked to central plants.
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As a rough measure of the importance of these associatiuns in
their own communities, an estimate was secured from a well-informed
representative of each organization of the proportion of the total cutput
of each product in its operating territory delivered to or sold by his
association and of the percentages delivered to or scld by proprietary
concerns and other cooperatives., The dairy marketing assoctations
claimed to handle on the average 72 percent of the milk and cream
purchased within their respective areas (table 10). The overlapping
of territory among the farmer-owned dairy plants amounted to three
percent. Sales of such farm supplies as grain and feed, seeds and
fertilizer were about evenly divided between the cooperatives and pro-
prietary concerns. Three cooperatives selling spray materials did 65
percent of the community business in this line. Sales of potatoes
marketed by cooperatives amounted to four percent of the total in the
two communities represented.

Tanre 10.—PERCENTAGE OF THE BUSINESS HANDLED BY 38 assocraTions Ix 1929
WITHIN THEIR RESPECTIVE OPERATING TERRITORIES

Percentage of product bandled
Nutober By stock companies
of u#nd cooperatives By propristaries
Product marketed
or purchased tiona Range Aversge Range Average
Mifk and cream...... H 10- o8 72 4-90 25¢
Cans, strainers, etc... 10 50-100 64 0-50 36
Gas and oil.......... 4 515 b £5-95 91
Fertilizer ........... 5 25- 720 46 30-75 54
Grain and feed...... & 20- 75 53 25-80 47
Seed ..iciinirinnees 4 20- 95 51 5-80 49
Spray materials...... 3 40- 80 65 26G-60 35
1T S 2 16- 50 30 50-90 70
Potatoes ........... . 2 2 5 4 85-98 %6

* Thare ja an overlapping of territory smong cooperatives amounting to three percant.

VoLuME AND Tyre oF Business 1x 1929
DAIRY MARKETING ASSOCIATIONS

Three cooperative creameries averaged over $1,000,000 worth of
business in 1929 (table 11); four others averaged over $600,000;
and only six did less than $200,000 of business apiece. None of the
stock companies sold more than $200,000 worth of product. The sales
of three purchasing associations ranged between $200,000 and $400,000
and one sold less than $200,000 worth. The average value of net sales
for cooperatives (21 active) was $530,000, for stock companies $70,000
and for purchasing associations $248,000,
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TaBLE 11 —DiSTRIBUTION OF J8 ASSOCIATIONS ACCORDING TO VYOLUME OF BUSINESS
poNE IN 1920

Dairy corporations
Stock FPurchasing

Volume gf business Cooperatives panies Total
{thousands of dollars)

Less than 200........ & i3 1 20
200 t0 398.....00une 7 . 3 16
400 to 5959.......... i .- 1
600 to 799.........n 3 . .- 3
800 0 99%.......... i v e 1

1600 and over........ 3 ve .. 3

Total ....coco... 21 13 4 38

The gross sales of the 34 active local dairy marketing associations
amounted to more than $13,000,000 in 1929 (table 12). The major
item of fluid milk constituted 56 percent fluid milk, cream and butter
sales 91 percent and all dairy products 97.6 percent of the gross sales.
The remaining 2.4 percent consisted of farm supplies.

Tarte 12—GROSS VALUE OF SALES; 34 DAIRY MARKETING ASSOCIATIONS, 1929

Gross value Percentage Cumulative

Product of sales of total percentage
Floid milk . .........c0nminne. $7,366,576 55.9 559
Cream ....consrrravasnssarrrnss 2,959,808 225 784
Butter ..ivicvveernsarasnnnraas 1,691,576 129 913
Ice cream and mix ............ 518131 38 95.2
Condensed and evaporated ...... 137,268 1. 952
Caseit ....ccovneeenernsancanns 73,556 0.6 95.8
Cheese v.vvvinveraranersannnan, 61,894 0.5 97.3
Other dairy products ........... 43,952 0.3 976
Supplies purchased ............ 314,415 24 100,
Total business ............. $13,167,176 100, .

There were 16 associations in 1929, the major portion of whose
income was derived from the sale of fluid milk (table 13). They
manufactured their surplus into a variety of products. Eleven zlso
shipped cream and 12 manufactured butter. The gross sales of milk,
cream and butter amounted to 93 percent of the total business. Two
associations made a good deal of ice cream. Other manufactured
products, such as casein, sundry cheeses, condensed and evaporated
milks were of comparatively little consequence. There were only four
associations which were primarily engaged in shipping sweet cream.
Their secondary products were relatively of more importance than in
the case of the group whose major source of income was the sale of
fluid milk. Buttermaking represented the least diversified business.
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Ninety-four percent of the gross sales of 14 associations {10 stock
companies and four cooperatives) which made buttermaking their
main enterprise were thus derived. One shipped some fluid milk and
five sold cream.

TasLg [3-—Gross SALES OF 34 DAIRY MARKETING ASSOCTATIONS, 1929, GRourEn
ACCORDING TO MAJOR PRODUCT MARKETED

Number Percentage
Product marketed of associs- Gross yalue of total Cumulative
or purchased tiona of product basiness perceniage
Fluid mitk
Fheid mitk .......... teanne 16 $6,683,777 721 721
Cream ...uvvivenenseancs.. it 1,360,576 14.7 858
Butter ......... fereesreees 12 549926 59 927
Ice cream and mix .. ....... 2 189,671 2 4.7
Casein ..cvvveiininercrnrns 7 73,556 08 955
Cheeses .....oxvvnurvencacs 6 61,472 0.7 96.2
Condensed and evaporated.. 2 36,050 04 20.6
Other dairy products ....... 3 18,786 02 258
Sapplies sold to patrons.... 9 204,715 3.2 100
Total ..c.oiivniincasn. 16 49,268,529 100,
Cream
FEAML L vevrarnrnossaceonne 4 $1.571.816 573 573
Fluid milk ........... .... 2 645,823 236 8.9
Ice cream and mix ......... 2 328460 12, 929
Condensed and evaporated... 1 161,219 37 94,6
Butter .......vcevvvevnnnnn 3 50605 i8 984
Other dairy products ....... 3 24218 09 »3
Supplies sold to patrons.... 3 19,368 0.7 100,
Total coioiiicvnaninnne 4 $2,741,509 100, aes
Butter
Butter .....cocvvoen. P 14 $1,001,045 943 943
Floid milk ................ H 36977 32 975
Cream ....covvivencennecan 5 27415 2.4 99.9
Other dairy products ...... 3 1,370 0.1 100,
Supplies sold to patrons.... 1 331 cre 100,
Total eeeneenaciininanas 14 $1.157,138 100, vee

Many plants were located in regions where small dairies were
the rule. Thirteen associations received less than 135 pounds (approxi-
mately 1.5 cans) of 3.7 milk equivalent per day per dairy and only six
more than 200 pounds, The range was from 64 pounds (0.7 cans) to
326 pounds (3.8 cans) per day per dairy, averaging 151 pounds (1.8
cans). Wide differences occurred in respect to seasonal variations of
deliveries, ranging among the associations from 33 to 110 pounds of
3.7 milk equivalent received in November for each 100 pounds received
in June and averaging 66 pounds. Thirteen associations received less
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than 60 pounds and eight more than 80 pounds in November for each
100 pounds received in June.

The average deliveries per day per dairy at 14 associations {chiefly
butter factories} which shipped no fluid milk were 124 pounds, which
was less than three-fourths the average delivery at 19 associations
-which sold all or a part of their receipts in fluid form (table 14).
These fourteen were usually located in the less readily accessible areas
characterized by narrow valleys and somewhat rough topography.
There was comparatively little difference in this respect between the 12
which shipped most of their product (69 percent) in fluid form and the
seven whose fluid sales (35 percent) were less important.

TasLe 14—AVERAGE DELIVERIES PER DAY PER DAIRY; 33 ASSOCIATIONS GRGUFED
ACCORBING TO PERCENTAGE OF DELIVERIES SHIPPED AS FLUID MILE, 1929

Average Average
Percentage of total Number of percentage deliveries
deliveries sold as asRoCia- shipped per day
flnid miik - tions as flnid per dairy
None ...vocinvevanaas 14 e 124
50 or less ............ 7 35 177
COver 50 . ..o vveennn. . 12 69 167

Differences in the seasonal variation in deliveries to these three
groups of plants are indicated in table 15 and figure 4. In all cases the
peak of deliveries came in June. Receipts of the 14 associations
which shipped no fluid milk held at a higher level through the winter
months than did those of the others which rose less in June and fell to
2 lower level in the fall, reaching their lowest point in September.
There was less difference between the two groups of fluid milk shippers
than between either of these and the non-shippers. In general the
deliveries at the plants which shipped more than half of their product
in fiuid form held up better through the fall and winter than did
those to plants whose fluid shipments were less important and did not
increase as early in the spring.

TABLE 15, —SBASONAL VARIATIONS OF AVERAGE DELIVERIES; 33 AsSoCraTions, 1929

Percentage
of totxl Index of average monthly deliveries per patron
édglmd i‘:s {monthly sverage == 106)
&
fiuid milk Jan, TFeb, Mar. Apr. Mar June July Aug. Sept. Oct. Nov. Dec.
Nome ... 104 111 107 115 116 126 107 82 72 73 84 98

S0 orless 85 91 11 15 120 135 117 9% & B4 78 8BS
Over 50.. 88 92 95 104 118 134 113 97 87 8 88 9
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Fi16. 4.—Percentage of receipts shipped as fiuid milk and seasonal variation in
patrons’ deliveries, 33 associations, 1929,

{Deliveries adjusted to 30-day month, Monthly average = 100.)
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F16. 5—Seasonal variation in deliveries, 1929. Eleven cooperatives which shipped
50 percent or more and 10 cooperatives which shipped less than 30 percemt
of their receipts as fluid millk during the five-year period, 1924-1929,

{Deliveries adjusted to 30-day month, Monthly average = 100.}
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The patrons of 11 cooperatives which on the average shipped less
than 50 percent of their total receipts as fluid milk during the five years
‘from 1924 to 1929, delivered to their respective plants a larger pro-
portion of their 1929 production during the winter months and a
smaller proportion during the summer and fall months than did the
patrons of 10 cooperatives which on the average had shipped over 50
percent of their receipts as fluid milk during the same period {figure 5}.
September was the low production month with the former and Novem-
ber with the latter group.

Thirteen cooperatives shipped over 40 percent of all their receipts
as fluid milk (bottled and bulk) to metropolitan Boston and other
southern New England cities. The low points in the ratic of total
" receipts for the month to average monthly receipts occurred in Septem-
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Fi6. 6—Seasonal variation in deliveries and percentage of receipts shipped as
fluid milk, 1929, Thirteen cooperatives which shipped more than 40 percent
of their receipts to southern New England markets in fluid form.

(Deliveries adjusted to 30-day month, Monthly average —= 100}

ber and November, both of which were BS percent of the year’s monthly
average (figure 6). Jume receipts at the other extreme were 133 per-
cent of the monthly average and 156 percent of the September and
November receipts. Seventy-eight and 79 percents respectively of the
September and November product were sold as fluid, but only 37 per-
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cent of the June deliveries. Two associations found it neccssary to
buy fluid milk from other plants in November in order to supply their
customers, Five associations shipped more than 85 percent of their
November receipts as fluid.

A comparison of the seasonal variations of two cooperatives repre-
senting respectively the most nearly even and least even average de-
liveries per patron appears in figure 7. Of course June was the high
production month in both cases, while September was the low month
with one and January with the other. The average low month de-
liveries stated as percentages of those in the high month were respec-
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Fis. 7—The extremes in seasomal varia;ion in patroms’ deliveries, two cooperatives,
929.

{Deliveries adjusted to J0-day month. Monthly average = 100.)

tively 66 and 29 percents. The patrons of the plant where deliveries
fluctuated widely were the heavier producers, their average monthly
deliveries being 4,788 pounds of 3.7 milk equivalent compared with
3,910 pounds at the plant where the supply was more uniform. The
cooperative showing the least seasonal variation has sold a large part of
its product as fluid milk ever since its organization, It is located near
the market, in an area of narrow valleys and of comparatively rough
topography. The cooperative manifesting the highest seasonal varia-
tion has been engaged chiefly in shipping sweet cream and in manufac-
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turing. It is located far from the market and in a wide valley in which
there are relatively large areas of open pasture,

PURCHASING ASSOCIATIONS

The gross sales of the four cooperative purchasing associations
amounted approximately to $1,000,000 in 1929-30 (table 16). The
trade in grain and feed {18,072 tons) was much the most important
branch of the business, accounting for 83 percent of the gross sales;
fertilizer and lime (1,488 tons) sales amounted to five percent, of seed
four percent, while marketing of potatoes for members comprised one
percent of the total business,

TaBLE 16.-—GROSS VALUE OF PRODUCTS HANDLED BY FOUR COOPERATIVE PURCHASING
ASSOCIATIONS, FISCAL YEARS ERDING BETWEER Jury 1, 1929 axp June 30, 1930

Gross value Percentage  Curmulstive

Product purchased or marketed of safes of tatal percentage
Grain and feed ........oeoiriniinnnnn. $872,097 878 87.8
Fertilizer and lime....cvovvvvrincrnnrnnn 45977 5 928
Seed .. iiiiiiiiiitcienreriaiaaans 39,075 39 987
Gasand oil .. ... ... iniiiiiiiiiiaa. 6,767 0.7 974
Spray materials ............ 5870 0.5 o8,
All other supplies 10,041 1 99,
FPotatoes rmarketed 9,615 i hii i
B ) R $993,542 160,

LecaL AND EcoNoMmic ASPECTS OF ORGANIZATION
CAPITAL STRUCTURE

None of the stock companies were capitalized at more than $10,000
and nine of the 13 at less than $5,000 (table 17). None of the co-
operatives were capitalized at less than $35,000, only four at less than
$10,000, nine at $30,000, and five at over $100,000. The authorized
capital of three of the four purchasing associations was $50,000 and of
one $5,000. Cooperative creameries had issued 60 percent of their
authorized capital, stock companies 68 percent and purchasing associa-
tions 20 percent. Some of the stock companies had bought in a portion
of the outstanding stock. Large investments in improved buildings
and equipment and the growth in volume of business which has accom-
panied an increasing membership have been the important factors
behind the need for large amounts of capital in the case of the coopera-
tive creameries,
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Tame 17.—AUTHORIZED CAPITAL OF J9 FARMER-OWNED ORCANIZATIONS, 1930

Dsiry corporations

Stock Coopera. Purchasing

Authorired capital companies tive Nsaocistion® Total

Less than $5.000 ,......... g .. .- 9
$5000 to $10000 .......... . 4 4 1 9
$11,000 to $26000 ........... . 2 .. 2
5 e 9 3 i2
$106,000 ............ werrresan - 2 .. 2
Over $100088 srseseensaioun - 5 . ]
Total ....iiicniriiiannns i3 22 4 39

The share par values of capital stock of most of the associations
are small, usually $10 and $25 for the stock companies and cooperative
creameries and $5 for the purchasing associations (table 18). One
stock company and two cooperative creameries have adopted a par
value of $100 per share.

Tante 18—PAR YALUZ OF STOCKS; 39 ASSOCIATIONS

Dairy corponations

Stock Coopers- Purchasi
Par value of stock companies tive ansociations Tolal
$ 2 ...... Cersmetsensnrenn i .e .. i
5 triirrriiienanes . 1 3 4
S dmesrnasiaries ‘ .. i - ]
0 ... deessresaann 5 k' 1 15
20 e ‘e 2 e 2
.- S 4 7 . 1l
| A 2 .- - 2
100 i iierena i 2 ‘e 3
Total cooiicvrreriennnn.. 13 22 4 39
Average par value ....... $27 $23 $6 $23

PURPOSES OF ORGANIZATION

The statements in the certificates of incorporation and by-laws
relative to the purpose or purposes for which the members are organized
vary widely between associations engaged in similar businesses, as well
as between those of different types. The statements of purpose also
vary in some cases between the charter and by-laws of the same asso-
ciation. It is generally comsidered good policy so completely to state
the purpose of organization in the charter that it will include all opera-
tions of marketing and purchasing in which the association conceivably
might engage. The advantages of this procedure are due to the diffi-
culties frequently encountered when an organization wishes to amend
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its articles. It has often happened, when an association has expanded
its business over a large territory or when its capital stock has accu-
mulated in the hands of non-residents, that it is almost impossible to
secure a meeting of a sufficient number of members to enable the
amendment of the charter. Section 4901 G. L. provides that “. . . the
amendment may be made by such vote of the stockholders or members
as is provided in the articles of association, or, if provision is not so
made, then by the vote in meeting assembled of the holders of two-
thirds of the outstanding stock, . . .” Only one of the 39 charters con-
tained an amendment clause, this stating that a two-thirds vote of the
stockholders present was required to amend the articles, The other 38
are required by law to obtain a two-thirds vote of all the outstanding
stock in case charter amendment is contemplated.

By-laws are more easily amended. Twenty-four cooperatives and
three stock companies require for such change a two-thirds vote of the
members presént; one cooperative requires only a majority vote of the
members present and one has no amendment clause in its organic law.
Five stock companies require only a majority of the stock voting and
three make no provision concerning amendments.

As has been noted these statements of purpose differ widely
among themselves. Eighteen cooperative dairy corporations reserve
a fairly broad field of operations for themselves by mention in their
charters of the marketing of all agricultural products and the purchas-
ing of farm supplies. Six of these also alfude to other possible services.
Four others limit their marketing activities to the sale of dairy products,
only one of this group referring to the purchasing of farm supplies.

None of the stock companies provide for marketing “all agricul-
tural products,” limiting their marketing services to the sale of dairy
products. Only one association mentions the purchase of farm sup-
plies. The four purchasing associations, according to their charters,
are organized fo market 21l agricultiral products as well as to purchase
farm supplies.

The more recently organized cooperatives have usually been careful
in their statements of purpose in their charters to allow for a wide
range of activity. The stock companies are more limited in their opera-
tions and services, if they function within the stated purpose of
organization and within their legal rights. Their by-laws are also less
complete in this respect, but, as has been indicated, this fact is of miner
significance.
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COOPERATIVE PEATURES

All of the organizations included in this study are incorporated
with capital stock and formed under the general corporation law,
Chapter 210, G. L. They are required to set forth in their articles the
name of the corporation, its purpose or purposes, the location of its
principal place of business, the amount and share par value of its
capital stock and signature of its incorporators. The cooperatives
organized since 1915 are further required to include in their articles of
association all the provisions set forth in Sec. 4897, G. L., "Provistons
as to Cooperative Associations” (Appendix B, page 98). All co-
operatives may come under the provisions of the federal “Capper-
Volstead Act” (Appendix C, page 98), but this does not in any
respect modify or supersede the state law. Cooperatives, organized
and operating in accordance with state provisions, meet both the first
and second requirements of the Capper-Volstead Act, that voting he
based on membership and dividends be limited to eight percent, Nine-
teen of the 21 active cooperative creamery associations did over 50
percent of their business with members and thereby met the third
requirement. However, for a cooperative to come strictly within the
purview of this Act all of its stockholders must be “engaged in the
production of agricultural products.” This requirement, of 100 percent
producer membership, was met by only three cooperatives.

Limitation of Stock Owmership—-The cooperative law (Section
4897, Par. 5, G. L.) provides that “not more than 10 percent of
the capital stock of such corporation shall be owned by any one
member,” and all true cooperatives include this statement, or a slight
modification thereof, in their certificates of incorporation. One coopera-
tive dairy corporation limits the capital stock to be owned by any one
member to 10 percent of the amount outstanding and another to a
stated amount in dollars, this amount being 10 percent of the original
authorization. By later increasing the capital stock without increasing
its limitation of ownership, this association by its charter limits the
ownership by any one member to an amount the par value of which is
only two percent of the authorized capital. The 13 stock companies,
all having been organized prior to 1915, are not limited by their charters
as to the amount of stock that can be owned by any one member, but
five of them have placed similar provisions in their by-laws. One
restricts the amount any individual may hold to 10 percent of the capital
stock and four specify definite monetary limits, varying from two to
11 percent of the authorized capital,
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Distribution of Profits—The terms in which Sec. 4897, G. L.
prescribes the manner of distribution of profits is rather indefinite. The
order of disbursement is not set forth but the phraseclogy is usually
held to mean that after declaration of dividends at a rate not to exceed
six percent on the paid-up capital stock, a reserve fund of not less than
10 percent of the remaining net profits shall then be set aside until there
has been accumulated an amount equal to 30 percent® of the paid-up
capital stock. At this point the law definitely states that the remainder
of the earnings shall be distributed by a uniform patronage dividend.
This order of dividing profits has been adopted by and provided for
in the charters of 22 of the 26 cooperatives organized under the provi-
sions of the state law. Contrary to the generally accepted order of
division of profits, four cooperatives first set aside 10 percent of the
earnings as required by law and then set aside a sinking fund to apply
on the mortgage. From the remainder of the earnings they provide for
dividends on stock not to exceed six percent and, finally, a uniform
patronage dividend.

The stock companies, not being subject to Sec. 4897, G. L., divide
the monthly returns from sales on a different basis. Their by-laws
usually provide that the corporation shall set aside monthly a reserve
sufficient to pay all overhead expenses, including faxes, insurance,
depreciation and dividends on stock, and then pay the residue to the
patrons according to the quantity and quality of the product delivered.
Some base this deduction on a specified amount per pound of fat. As
a matter of fact in recent years competition of the fluid milk market has
caused considerable variation from this procedure, resulting in some
cases in the omission of dividend payments on stock so that the pay-
ments to patrons for milk and cream might more nearly meet prices
paid by competing buyers.

Voting—The charters of all true cooperatives provide for mem-
bership voting on the “one-man one-vote” principle (Sec. 4897, G. L.).
The 13 stock companies make various provision for voting in their hy-
laws. Three practice membership voting, but one of these permits any
member to demand a stock vote, limited to 10 shares per member. In
the other 10, voting is in accordance with stock ownership, one vote per
share, but with limits of 10 and five votes per member in two companies.

Provision for voting by proxy has been made by only four of the
22 cooperative creameries and by none of the purchasing associations.
Ten of the 13 stock companies permit voting by proxy and by mail.

1 No, 81 of the Acts of 1929 amended See, 4857, 13, G. L., to read “SO percent,” wherens

it previcusly waz “'30 percent.” Couperatives have not amended their articles to comply with
this change.
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MEMBERSEIP RELATIONS

The requirements as to membership differ widely both between the
three groups of organizations and among the constituents of each group.
In general the stock companies are less exacting than are the dairy
cooperatives or purchasing associations, only one requiring all mem-
bers to be engaged in agriculture. Al four purchasing associations
and 20 of the 2Z cooperative dairy corporations insist that at time of
joining all members must be engaged in agricultural enterprises. The
purchasing associations made their members pay in full for capital
stock and require residence within a stipulated area of one or more
neighboring counties, Indeed three go so far as to demand that their
constituents be County Farm Bureau members. Seven of the coopera-
tive dairy organizations require that capital stock shall be fully paid
for, while 15 simply provide that all members shall subscribe to capital
stack. Nine demand that members deliver to the corporation all their
product except such as is needed for home use. Another group of 10
provides that applications for membership must be approved by their
boards of directors. It may be assumed that such a provision serves as
a substitute for that of 100 percent deliveries at the plant. The hy-laws
of eight cooperatives require residence within an area restricted to one
or more contiguous counties or within the vicinity of the place of
business.

Member contracts, apart from the by-laws and articles of associa-
tion, have not played an important part in the workings of Vermont
cooperatives. Only three dairy cooperatives now employ such con-
tracts. Two associations permit cancellation between January 15 and
February 13, the other permits withdrawal for reason at any time after
60 days’ notice and subject to the approval of the directors. These
contracts are largely a repetition of similar articles in the by-laws,
which in most organizations constitute a contract. Fifteen of the 19
associations which do not employ separate contracts require a patron
who wishes to withdraw to give at least a2 month’s notice. Eighteen of
22 cooperative dairy corporations stipulate that their patrons deliver
all of their product to the corporation and 16 penalize failure to comply
with this provision, the penalty in 13 cases being forfeiture of stock
and other interests at the discretion of the board. The by-laws of twe
associations reserve to the corporation the privilege, after 30 days’
notice, of rejecting the product of any member, of calling in the stock
at book value and of exacting an additional penalty of $10 per cow.
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The by-laws of one association provide that when a patron fails to
deliver all his product to the corporation for 15 days he shall forfeit
$3 per cow. Im order to keep the outstanding capital stock in the hands
of producer patrons, 11 dairy cooperatives provide in case a stock-
holder moves from the corporate territory or ceases to be a producer
that the corporation shail purchase, or retain the right to purchase,
the stock at par value.

During the five years from 1925 to 1929 only four associations
regularly enforced the forfeiture provisions of their by-laws. The
amount charged against member patrons was approximately $20,000 or
$1,000 per association per year.

All of the 13 stock companies and the four purchasing associa-
tions require the purchase of only one share of stock to become a
member, resulting in an average minmimum contribution of $27 for the
stock companies and of $6 for the purchasing associations. The range
for the stock companies was from $2 to $100, and for the purchasing

Tastg 19—MINIMUM CONTRIBUTION PER MEMBER AT TIME OF JOINING: 22 CO-
OFERATIVE DAIRY CORFORATIONS

HNumber of ' Average
assoclations Avtrags minimam
Minignim capitai stock require- ndopting par value member
ments for membership each plan of sbares contribytions
1share .oo.oviiinnians e 12 $30 $30
5 shares crenns . 2 10 50
10 shares ........... 1 10 180
1 share per cow .... 4 19 188+
2 shares per 5 cows ... 3 - 19 75*

* Assumes a berd of 10 cows.

associations from $5 to $10, Twelve of the cooperative creameries
require purchase or subscription to one share, two to five shares and
one to 10 shares (table 19). These minimum contributions range from
35 to $100. In the associations thus far considered the minimum con-
tribution at the time of joining is the same for all members irrespective
of the amount of business transacted. In contrast with this usual prac-
tice, .seven cooperative creameries vary the contribution according to
the number of cows owned, four requiring the purchase of stock at
the rate of one share per cow and three at the rate of two shares for
each five cows owned, the average minimum investment being $188
and $75 respectively, assuming a herd of 10 cows. The average of all
dairy cooperatives is $70, ranging from $5 to $250.

All dairy cooperatives provide for the payment for subscribed
stock through periodic deductions from patrons’ milk and cream checks,
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In five cases this deduction represents a certain percentage, either five
or 10 percent, of the check; in three it varies directly with the de-
liveries, amounting to 10 cents per hundredweight of milk or one
cent per pound of butterfat; and in the other 14 it is adjusted to suit
the situation of the subscriber. Fourteen require the execution of a
note to cover the stock subscription and eight do not. These notes -
bear interest at six percent and the corporation in turn pays dividenda
on the subscribed stock at the same rate.

Only four of the stock companies have adopted any partial pay-
ment plan for the purchase of stock. None of these require any
security, but they make periodical deductions from milk or cream
checks according to some mutually agreed upon plan, The four pur-
chasing associations provide that their capital stock be paid for in full.

Only two organizations, both cooperative creameries, have included
either in their articles or by-laws a statement relative to the ownership
of subscribed or partially paid for capital stock, These two provide
that it shall be the property of the corporation until fully paid for.

The total membership of ali 39 associations in 1930 was 8,475, 80
percent of whom were patrons (table 20 and Appendix D, table I,
page 100). There were a total of 9,252 patrons of which 72 percent were

Tame 20—MEMBERS AND PATRONS; ALL ORGANIZATIONS, 1930

Dairy corporations

Stock Purchasing
Cooperatives companies > istions Al 1]
Percent. Percent- Percent. Fercents
Number age Nunmber age Number agse Numher age
Patron members....... 5485 82 182 35 1026 80 6687 P
Non-patron members.. 1,203 i8 335 65 250 20 1788 21
Total members.... 6688 100 517 100 1276 100 8475 100 7
Member patrons....... 5488 %0 182 2 1,026 44 6687 72
Non-member patrons.. 625 10 662 78 1278 56 2505 28
Total patrons...... 6110 180 844 100 2298 100 9252 10

stockholders. The relationship between membership and patronage was
closer among the cooperative creameries than among the stock com-
panies or purchasing associationa. Eighty-two percent of their members
were patrons and 90 percent of their patrons were members, compared
with 35 and 22 percents respectively for the stock companies and 80 and
44 percents respectively for the purchasing associations. This closer
relationship in the case of cooperative creameries has been iargely
brought about by requiring new patrons to subscribe to the stock of the
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corporation and by requiring old members to tum in their stock at the
termination of their patronage. In 15 of these organizations all patrons
are members. In the case of 11 stock companies, three cooperative
creameries and three purchasing associations less than half of the patrons
are members. In the case of only three associations, all cooperative
creameries, are all stockholders also patrons. In 10 of the stock com-
panies less than a half of the members are patrons. This is true of
none of the cooperative creameries or purchasing associations.

~Acquaintance of members with the business policies and operations
of the cooperative creaméries has been carried on to some extent
through the media of circular letters and local newspapers, but mainly
through the annual stockholders’ meetings. No periodicals have been
published by the local organizations, A large and increasing number
of cooperative creameries publish and distribute leaflets containing the
annual financial statements, One cooperative provides in its by-laws
for an educational fund,

PERSONNEL AND MANAGEMENT

As is the case with all corporations the general management of
these farmer-owned organizations is entrusted to a board of directors
elected by the stockholders. Thirty-three of the 39 elect the entire
board annually; the other six elect such part thereof each year as s
necessary to complete the directorate, the term of office being in some
cases two and in some three years. The size of the board varies from
five to 14. Fifteen and 14 associations respectively elect seven and five
directors. The average for all associations is 6.5.

As a rule the stockholders elect the clerk and the board elects the
other officers from among its own number and appoints a manager;
however, two associations elect all officers at the annual meeting. All
‘officers and such appointments as are made by the officers and managers
are on an annwal basis. Election or appointment to more than one
office was frequent in 1930 (table 21). Five managers were also secre-
taries, one was treasurer, four secretary and treasurer and three were
presidents.

Tare 21.—DurLicaTion oF oFrice, 1930

Office President or clerk T\reuum Manager
President ..... PP - 1 i 3
Secretary or clerk.... 1 . 16 9
Treasurer .....sveas. 1 i6 . 5
Manager ....cocinens 3 9 s -
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Attendance at stockholders’ and directors' meetings gives some in-
dication of the interest of members in the management of corporation
affairs. The average member attendance at the last annual meeting was
46 percent for cooperative creameries, 31 percent for stock companies
and 30 percent for purchasing associations (table 22). The average

TABLE 22—~DMSTRIBUTION OF 39 ASSOCIATIONS ACCORDING TO PERCENTAGE OF MEM-
BERS ATTENDING LAST ANNUAL MEIETING

Percentage of members sitending inst annual meeting

versge
Type of organization 820 2140 43-50 £1-80 81.100 Toisl  prercentage
) Number of associationy
Dairy corporations:
Cooperatives ...... 3 & 8 4 - i rd 46
Stock companies... 3 8 2 .. e 13 3t
Purchasing associations 1 2 e 1 .- 4 30
Total ............ 7 16 10 s 1 H kY

of all associations was 39 percent. The smaller attendance at the
meetings of the purchasing associations may be attributed to the dis-
tribution of their members over a wider territory and to the smaller
investment per member ; that of the stock companies to the existence
of a considerable number of non-resident and non-patron stockholders
who are affected only by variations in the dividend rate. The financial
interest of patron members, who form a larger proportion of the total
among the cooperatives than among the stock companies, is affected
not only by the dividend rate but also by the prices paid for milk. This
closer relationship between the administration of the business and the
financial return of the patron than of the non-patron members is re-
flected in the attendance at the meetings (table 23).

Tasie 23.—RELATION ©F THE PERCENTAGE OF MEMBERS THAT ARE PATRONS TO
ATTENDANCE AT THE ANNUAL STOCKHOLDERS' MEETING; 39 Associations, 1929

Aversge peroenisgs
Number of sttendance xt
Percentage of members that are patrons iati | meetings
£ 3 7 . 3 23
.4 21 R & 3
L R 1 3 4
GI-B0 ..ot it eceaa 10 38
Over 80 ... .., 17 46
All associations ...........cocmvuvun.. 39 39

Many of the boards of the cooperative creameries meet monthly to
determine prices to producers, the average number of meetings for this
group being twice that of stock companies and purchasing associations
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{table 24). The dairy cooperatives had larger directorates than the
stock companies but not as large as the purchasing associations. Their
directors’ meetings were also better attended, averaging 8B percent
in 1929 compared with 65 and 79 percent respectively for the other
groups. Sixteen of the cooperative dairy corporations pay their direc-
tors from $I to $5 for each meeting attended, averaging $2.88 while
three purchasing associations averaged to pay $3.50. Only one stock
company pays directors’ fees.

TABLE 24 —DIRECTORS' MEETINGS AND FEES, 1920

Dairy masketiag
Zssocialions
Stock Purchasing All
Factor C tives i sssociationa Essociationy

Number of directorates....... 22 13 4 39
Average number of directors., 7 g 9 7
Average number of meetings.. 10 5 - § g

Number of associations com-
pensating directors ......... 16 1 3 20
Average fee paid ............ $2 88 $100 0 £33 $2.88
Average percentage of direc- :
tors present at meetings..... 88 63 79 ;)

It is difficult to aliocate the compensation paid to occupa;nts of the
various positions owing to the numercus duplications in offices held
Thus when the president is also manager he may be paid for his
services as manager, but receive no wage as president. Estimates were
secured touching the time devoted to the several official duties and
the pay received. Twenty-two presidents of cooperative creameries
worked a total of 11 months, an average of 0.5 months each, while the
heads of the 13 stock companies gave practically no time or oversight
to the management of their organizations. As a rule the stock com-
panies did not hire bookkeeepers and hence their secretary-treasurers
did the work, averaging 2.6 months’ time as compared with only 0.3
month for the cooperatives. The latter averaged to pay their officers
$260 per month worked, the stock companies $109.

Two cooperative dairy corporations and four stock companies
employed no manager during 1929, One organization had leased its
plant and the other five emploved buttermakers who, aithough they
carried considerable managerial responsibility, were not as a rule given
as much control of the operations of their organizations as were the
association managers. .

The educational history of the 33 managers is summarized in table
235, Nineteen had completed high school and seven were college grad-
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uates. One-third had had more or less agricultural training in a state
school or college. The previous experience was rather varied. Six-
teen of the creamery managers had been associated with proprictary
creameries, four of them as owners. Fourteen managers had had

TaArLE 25.—EDUCATIONAL EXTRRIENCE OF MANAGERS

Number of monugers

Number of haring four years of

Education managers high school training
Common school ...........0c.. 9 s
One to three yvears' high school ........ aes 3 .
Four vears’ high school ....ovvinivuennees 4 4
Business school ..,..... Seresasevainnncne . 2 1
Agricuftural school ............. 3 2
College short COUrst ...vivvvevneecnnrnens 5 5
Agricultural college graduate .......... cee 3 3
Grzdustes of other colleges ............... 4 4
Total .ovonviicimeds 33 19

farmer experience. Two had been salesmen, two merchants and one
each a farm bureau agent, a state creamery inspector and an account-
ant. Seven had served their respective organizations for more than 10
years, 22 from five to 10 years and only four for lesa than five years,

The expenditure for managers’ salaries ranged from less than
$500 for six to over $3,500 in the case of six others (table 26). The
managers of nine of the 11 associations which paid $1,500 or less
worked less than 12 months; all receiving more than $1,500 were full-
time employees,

TaBLE 20,—MANACERS™ BALARIES

Median Median

average Average average

Number of annual months manthly

Annual salaries managers aalary worked salary

$ 500 or fess .......... & $ 275 3 $100
501-31,500 ........... 5 1,200 b 125
1501- 2500 ........... 5 1,808 12 150
2,501- 3500 ........... 11 3,000 12 250
Over $3,500 ............ 6 3,700 12 308
All managers ...... 33 $3,000 10 $250

The three groups of associations differ considerably in the average
salaries paid (table 27). The dairy cooperatives paid their officers at
a rate approximately double that paid by the stock companies and
purchasing associations and their managers nearly three times as much
as the stock companies and nearly a half more than the purchasing
associations. The wages paid plant and miscellaneous labor were lowest
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among the purchasing associations and highest among the stock com-
panies, chiefly because of the differences in the proportions of skilled
labor employed. Due to their smaller size and to the character of their
business the purchasing associations employ less common Iabor than
do the cooperative creameries and, consequently, the average pay of all
employees, managers and help combined, is some 20 percent higher.
Similarly the average wage paid by the stock companies was only
slightly less than that of the cooperatives despite the much higher sala-
ries received by the managers of the latter,

TABLE 27 —AVERAGE MONTHLY SALABIES; ALL ORGANIZATIONS, 1929

Average salaries per month werked

Dairy corporations

Stock Purchasing

Type of employment Cooperatives companies assaciations
Officers and directors .........c.ce.. $238 $101 $ 59
Managers .iiencirestasissnrecannss 333 126 238
Office Belp .iicinernniciinnennnees 102 80 09
Administrative and clerical ......... $170 $li4 $150
All other employees «..vvvvvnnvennns 105 112 93
Total ...occiiivrinennencenaien $118 $113 $142

The employees of seven of the larger dairy cooperatives receive.
benefits additional to those represented by money wages. These are
mostly in the form of insurance, the corporation paying all or part of
the premium on a life insurance policy, usmally for $1,000, or on an
accident and health policy.

BUSINESS POLICIES

Buying—There has been a distinct tendency among the dairy
marketing organizations, especially among the stock companies, toward
increase in the proportion of the purchases of milk and cream delivered
by non-members, During the first year of operation {table 28) nine
of the 13 stock companies did more than 50 percent of their business
with members and four of them bought only from members. In 1930
there was only one left in which the purchases from members exceeded
those from non-members. Nineteen of the 21 cooperatives bought ex-
clusively from membérs during their first year and none received more
than half their product from outsiders. In 1930 the number of those
whose patrons were all stockholders had fallen to 15, four bought
between one and 50 percent from non-members and two did more than
half of their business with outsiders. None of the purchasing associa-
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tions have ever dealt exclusively with stockholders. During their first
year two did more than half and two less than half of their business
with members and the situation was unchanged in 1930,

TABLE 28 —DISTRIBUTION OF ASSOCIATIONS ACCORDING TG PEECENTAGE OF BITSINESS
DONE WITH MEMBERS DURING FIRST YEAR OF OPERATION AND pumine 1930

Percentage of btusiness done with members

. doring 1930
Percentage of business deone with members
during Srst year of operation 100 50t 99 Lessthan 30  Total

Twenty-two cooperative dairy corporations

21 R PO 15 2 2 19
50 10 99 oot rarareas ‘e 2 . 2
Tess than 80 ....covvvviinnncannnenss .. . .
Total ...cooviiimniiiacnienns is 4 2 21
Thirteen stock companies
{1 1 A raneas . .- 4 4
M09 ...c00inn.. Creeemedirsanraan - i 4 5
Tess than 56 .....coovnmininarnnnnnns . .. 4 4
Total .....ovicinienenn bimnamrees i 12 13
X Four purchasing associations »
1 1 A . . .
L R . 2 2
Less than 50 ... ...covininnnennn. -. . 2 2
Total ...vniiiienieanns P - 2 2 4

All dairy marketing associations operate on a pooling basis. The
proceeds of sales are distributed among the patrons in accordance with
the amount and test of the product delivered without regard to the
form in which or the price at which the milk or cream of any particular
individual is sold. Payments to patrons are, of course, subject to
deductions for special services rendered, such as milk haufing and for
purchases from the plant. However, prices depend in part on com-
petitive conditions. As a rule the various associations distribute each
month to their patrons all the funds available after the deduction of
expenses and reserves, but at times some have exceeded that amount,
reducing their surplus in order to meet competitive prices and thereby
to retain their patrons. Under other circumstances, when the amount
available for payment to patrons exceeds that needed to meet competi-
tive prices, some associations retain a portion f{o be distributed as 2
patronage dividend at the end of the fiscal year.

Prices to patrons were computed in various ways at the several
plants. Cream deliveries were paid for on a straight butterfat basis,
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lower prices being paid for fat in sour than in sweet cream, Fluid
milk purchases at butter factories and cream shipping plants were like-
wise paid for on a butterfat basis, the skimmilk usually being returned
to the farmer. Only one association paid its patrons on a straight but-
terfat basis for milk shipped as fluid and in this case the price for fat
in milk was higher than that for fat in cream. Eleven corporations
paid their fluid milk patrons on a “fat-skim“ basis, quoting prices at so
much per pound of fat and so much per hundredweight of skim con-
tained in the milk. Seven associations quotfed prices on the basis of a
hundredweight of milk of a specified test with differentials for varia-
tions in fat content, )

Selling.—The various outlets through which the dairy marketing
associations dispose of their products and the relative importance of
each to the corporations using it are indicated in table 29, The most
important buyers were retailers who bought an average of 64 percent
of the product of 26 associations. In addition eight associations shipped

Taple 29—THE NUMBER OF DAIRY CORPORATIONS SELLING FROBUCES TO FARIOUS
TYPES OF DEALERS, 1929

- . Percentage of total sales
ber o
Customers associations Range Averzge
Wholesalers .......coocvienienns 16 1-100 40
Retailers .covcveeciaasn . 26 5-100 64
‘Wholesale and retail ... g 53-100 88
CONSEMETS woevvvnn-nns 24 2-108 25
Commission ..ievcraeanees - 6 1-100 38
Others . ..oiuvvrenronse P 3 25-100 22

from 350 to 100 percent of their output to dealers who sold in both the
wholesale and the retail markets. There were nearly as many—24—
who sold direct to consumers, but these were in the main the smaller
associations and only a fourth of their product on the average went into
that channel. The only other group with whom any large number of
the associations dealt was that of dealers who resold at wholesale and
who took an average of 40 percent of the product of 16 associations.
- The minor markets include commission men, jobbers and chain stores.
Losses due to bad debts have not been large among the dairy

' marketing associations. Some say they “have not lost a dollar in severatl
years.” The associations which ship milk and cream carry large ac-

counts but these are normally collectible within 30 days. Under such

conditions a dealer’s failure would mean a severe loss to the association.

Such losses have occurred, but they are not frequent. Selling in large

quantities, assuming heavy risks through large accounts, the dairy
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cooperatives carefully investigate all new customers, Cash sales are
small. A few grant discounts for payment within 30 days. In general
sales of butter and supplies to patrons are carried as receivables until
they can be deducted from milk or cream checks.

The credit risks of the purchasing associations are of a somewhat
different character. The individual accounts are small and, unlike the
sales to patrons of the creameries, there are no patronage liabilities from
which such indebtedness can be deducted. The more successful pur-
chasing associations have restricted credit sales, a fact which is reflected
in a much stronger financial condition. The cash sales of the four .
associations included in this study vary from 75-100 percent of the
total business. One operates solely on a cash basis, two limit car-door .
sales to cash and warehouse sales to 30 days while the fourth has had
no definite credit policy. At one time it attempted to charge 10 percent
for credit but abandoned the arrangement after a brief trial.

Accouniing—Most of the smaller associations have not installed
complete double-entry accounting systems but have kept only such ac-
counts 2s seemed absolutely necessary. Nineteen of the 22 cooperative
dairy marketing associations maintained 2 complete set of books in
accordance with a well planned double-entry system. Fifteen employed
competent outside auditors at regular intervals, while the books of the
other four were audited by committees appointed at the annual meetings
or by outside auditors at irregular intervals. The books of three of the
four purchasing associations were adequate and were systematically
audited. The situation is summarized in table 30.

TABLE J0—DISTRIBUTION OF ASSOCIATIONS ACCORDING 70 THE NUMDER OF COM-
PETENT OUTSIDE AUDITS DURINC THE PIVE-YEAR FERron, 1925-1929

Number of sssoclations
Dairy narketing
Number of competent outside zadits, . Stock Purchasing
1925-1929 Cooperatives  companies gasociations Total
Sormore ......ccuviiannnnn . 14 s 3 17
. tieaeens 1 1 . 2
. S 1 . . i
A 1 .. e i
Nome cicvcvvrennan. trreerena 5 12 1 18
Total ... cciieniirnnraa, 22 i3 4 33

Cost accounting for special operations was done only to a very
limited extent. Many of the larger corporations, especially those whose
operations are diversified, might well establish more detailed systems of
cost accounts.
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ADVANTAGES ANT DISADVANTAGES OF ORGANIZATION

The officers and managers were asked to express themselves as to
the advantages and disadvantages of their own associations. The
advantages, listed according to the frequency with which they were
mentioned, were: (1) the guaranty of a year-round market, (2) the
ability to manufacture and store products of the members when de-
prived of a fluid market, (3} the partial elimination of middlemen,
(4) savings through large volume operations, and (5) saving on haul-
ing expense. The handicaps most frequently mentioned were: (1)
competition of fuid milk market, (2) small volume of business, (3)
lack of members’ support, {4} distance from railroad, (5) scattered
capital stock, and (6) lack of organization in the industry.

BaraNce SEHEeT ITEMS
PURCHASING ASSOCIATIONS

The size and the relative importance of the various items in the
balance sheet of a purchasing organization vary considerably with the
season of the year to which it refers. In particular the merchandise
inventory tends to be higher relative to the total investment during the
winter months than during late spring and summer. For this reason
the balance sheets of the four purchasing associations included in this
study are not strictly comparable although, because of proportionately
larger car door sales, the merchandise inventories of two associations
whose fiscal years ended respectively on December 31 and March 31
were less relative to total assets or to sales than those of the others
whose fiscal years ended respectively on September 15 and June 30.

Diversities in the type of business conducted by the purchasing
associations and by the creameries are reflected in differences in the
distribution of the assets and liabilities. The former require relatively
large amounts of cash and working capital for economic operation but
less elaborate buildings are needed and a relatively small portion of the
capital is tied up in fixed assets. The importance of the investment in
trade accounts and notes receivable depends on the credit policy and
this also largely determines the status of accounts and notes payable to
trade creditors through its effect upon the ability of the association to
pay cash for purchases.

Assets—Current assets represented four-fifths of an average total
investment of $28,000 (table 31) and land, buildings and equipment
only one-fifth, The percentage that current assets were of the total
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varied from 59 to 99 among the different associations. Cash averaged
$7.000, approximately one-third of the current and one-fourth of the
total assets, but this item was an exceedingly variable one, being less
than 10 percent in two cases and approximately 60 percent in the other
two.

TasiLe 31.—CONSOLIDATED ASSET VALUES; POUR COOPERATIVE PURCHASING ASBOCLA-
TIONS, 1929-1930

Amount Percentags
Asset item ‘Total Average Of groop Of tots] Camulstive
Cash ...oivvinniiiinnnanaas $28471 %7118 3 256 256
Accounts receivable ........ 41,118 10,277 452 369 62.5
Merchandise inventory ...... 21,092 5273 T 232 i89 B4
Other current assets ........ 322 8 03 03 81.7
Total current assets .... § 90995  §22.748 100, 817 817
Deferred assets ........ 272 63 106. 0.2 89
Office equipment ........... $ 661 § I65 a3 26 825
Delivery eqm;}ment ......... 1,324 331 6.5 1.2 817
Warehouse equipment ...... 146 37 07 02 8149
Builldings ..oocveveciicnenns 17,175 4,294 85.4 154 903
Land .ooviiciviienenneen.. 800 200 4, 07 100,
* Total fixed assets ...... $ 20106 35027 100. 181 100,
Total assets ............ $111,373 $27.843 ees 109,

The supplies inventory, averaging 19 and 23 percents of the total
and of the current assets respectively, was another extremely variable
item, In three cases in which the association handled a large portion
of their business on a car door basis, the inventory was less than 30
percent of the current assets, but in the other it was 90 percent. Grain
and feed, representing 76 percent of the total, constituted much the
most important item, while agricultural seed makes up 11 percent and
gasoline and oil, hardware, tires and miscellaneous items 13 percent,

Net accounts receivable represented 37 percent of the total invest-
ment and 45 percent of the current assets. One association had no
accounts outstanding, in another 72 percent of the current assets were
of this nature, while in the other two cases they averaged 25 percent.
There were a total of 655 accounts outstanding with a gross value of
nearly $43,000, three-fourths of which were confined to one associa-
tion. A seventh of them had been on the books for more than a year
and a third from six to 12 months (table 32). The managers estimated
that less than six percent of these accounts over six months old were
of doubtful value. Thirty-two percent of the accounts were less than one
month old and of these only 0.4 percent were deemed to be of doubtful
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value. The total estimated value of doubtful accounts was but three
percent of the gross value. '

All notes receivable, to a total face value of $8,600, had been dis-
counted. Only one percent was considered to be of questionable worth,

TABRLE 32—ANALYSIS OF 655 ACCOUNTS RECEIVABLE; COGOFERATIVE PURCHASING
ASSOCIATIONS, 1929-1930

Beubtiul accounts

Percent- Peccent-

Percent-  Aversge ageof  ageof
Total age of PEr ASS0- Total all ac- total

Period amourt total ciation smount counts  doubtful
Over 12 months .., § 5208 4 $ 1,552 $ 355 57 28
6-12 months ....... 13444 32 3,361 G667 5 53
1- 6 months ....... 9,521 22 2,380 172 18 14
Less than 1 month, 13,539 32 3,385 5% 04 5
TFotal ......... $42,712 100 $10,678 $1,253 2% 100

although nearly one-half of them had been renewed from one to three
times. The usual duration of these notes was three months or less,
-the interest rate uniformly six percent,

One association owned all the real estate employed in its business,
two had erected or purchased warehouses on land leased from railroad
companies and one rented all the real estate it occupied. One ware-
house was built of cement blocks, all others were frame buildings. This
item of real estate was the only one of consequence in the fixed asset
group, representing 90 percent of the fixed assets and 16 percent of
the total investment. In only one case did such investment exceed 25
percent of the total capital,

Eguities —Some 43 percent of the total equity in these purchasing
associations was represented by indebtedness to outsiders (table 33).
These liabilities were almost entirely short term obligations, mortgages
amounting only to five percent of the total assets. Open accounts were
the outstanding source of credit in the current group, constituting 59
percent of the total and, together with trade notes payable, amounted
to 65 percent of the current liabilities, this latter percentage varying
from 20 to 100. The other third consisted of bank credit. Further-
more, as was pointed out above, there existed a contingent liability for
patrons’ notes discounted of $8,600, equivalent to nearly eight percent
of the assets and nearly 14 percent of the members’ net worth,

The stockholders’ equity in their associations, amounting to 57
percent, was about equally divided between capital stock, representing
their original investment, and sarplus and reserves which had been



46 BuLrerin 346

TasLE 33.—CONSOLIDATED EQUITY VALUES ] COOPERATIVE PURCTIABING ASSOCIATIONS,

1929-1930
Amaonnt Percentage
Totat Average Of gronp OF total Cumulative

Trade accounts payable..... $ 2508 §6272 56.1 25 225
Trade notes payable ........ 2,500 625 59 22 4.7
Bank notes payable, unsecured 14,560 3,640 343 131 38
Other current liabilities ..... 317 79 6.7 43 8.1

Total current liabilities, $ 42463  $10,6i6 100. 381 kT ¥

Mortgages ............ . 5,250 1,312 100, 47 428

Total liabilities ....... . $47713 %1198 raas 428 428
Capital stock .............. $ 29,525 $ 7,381 46.4 265 693
Contingent reserves ........ 4,652 1.173 . 74 42 735
Undivided profits .......... 29,443 7,361 462 265 100

Total net worth ........ $ 63660 315915 109, 572 109

Total equities .......... $111,373 $27343 even 100, T

built up through earnings, the latter ranging from 10 to 75 percent of
net worth, The average amount of stock outstanding per member
ranged from $20 to $40, averaging $24.

Solvency—Although the total liabilities averaged 43 percent of the
total investment, they were less than the total value of cash and mer-
chandise inventories, In two cases, cash alone was more than sufficient
to liquidate all claims of outsiders, The other two, however, had less
than two dollars in current assets for each dollar of current liabilities.
Thus while the working capital in two associations was less than that
commonly regarded as requisite for efficient operation the other two
showed evidence of idle funds. The equity of the members of the
same two associations whose current position was strong was over 80
percent of the total investment; in a third it was 60 percent; and in the
fourth less than the 50 percent which is commonly regarded as neces-
sary for sound financing.

Turnover —The ratio of the average merchandise inventory at the
beginning and end of the year to the cost of goods sold indicates that
on the average slightly less than one week’s sales were kept on hand.
The turnover of the total assets in net sales averaged 8.7, ranging from
four to 14.

DAIRY MARKETING ASSOCIATIONS

Assets—The assets of the 35 dairy marketing associations repre-
sented in 1929 an estimated total investinent of over $3,000,000 {table
34). The total investment for cooperatives ranged from $8,000 to
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$435,000, that of the stock companies only from $2,500 to $27,000, The
average total investment of six cooperatives exceeded $200,000 and
of three others ranged from $100,000 to $200,000. On the other hand the
assets of eight totalled less than $50,000 each, but in only two cases

TARLE 34.—CoNSOLIDATED ASSET VALUES; 33 DAIRY MARKETING ASSOCIATIONS, 1929

Twenty-two cooperatives Thirteen stock companies All associations
Fotal Average Tatal Average ‘Total Average
Asset items valne vaine wvaine value wvalue walue
Cash oooiiiciiiiinn, $ 226,025 $10274 % 40315 § 3101 $ 266340 % 7,510
Net trade accounts
receivable ......... 849,929 38633 37137 2857 887,066 25,345 -
Other accounts receiy-
" able L.iiiiaieniees 18,585 845 460 35 19,045 544
Net notes receivable, ., 69,326 b . A 69,326 1,981
Merchandise imventory 190,807 B.673 Z.191 553 197998 5,657
Accrued income items 331 17 81 6 462 i3
Total current
assets ....i...., $1,355053 $ 61,593 $ 85184 $ 6,552  $1.440,237 41150
Sapplies ............. $ 687227 $ 3124 % 6704 $ 516 0§ 75431 $ 2155
Prepaid items ....... 10,026 456 eraeee meeas 10,026 286
Total deferred
ASSEES tae-.uin $ 78753 % 3580 ¢ 6704 $ 516 0§ B5457 $2441
Investments ..... $ 147683 § 6713 § 1,040 $ 80 § 148723 $ 4,249
Other assets .... 1,533 20 1,300 08 333 81
Office equipment .... $§ 1889 $ 8% $...... $..... $ 1889 §$ 540
Delivery equipment... 56,152 2,552 i,342 143 57454 1643
Plant equipment ..... 565,151 25,689 24,187 1,861 580338 16838
Buildings ............ 560,085 25458 31,483 2,422 591,568 16,902
Land and improvements 105,885 4813 2,825 217 108,710 3,106
Total fixed assets. $1,306,169 § 59,371 $ 99837 $ 4603  $1,156,006 $39,029
Total assets...... $2880,191 $131,327  $i54,065 $11,851 $3.043,256 $85,950

were the figures less than $20,000. In contrast to this situation it is to
be noted that the total investment of only two of the stock companies
exceeded $20,000 and in six cases it was less than $10,000.

In general 2 slightly larger proportion of the investment of the
cooperatives was in the form of fixed assets and a smaller proportion
in liquid form than in the case of the stock companies (table 35).

The more important current asset items were cash and trade
accounts receivable, which comprised 37 percent of the total investment
and 80 percent of current assets (figure 8). Buildings and plant equip-
ment, whicli were of approximately equal importance, were the two
major items in the fixed asset group, comprising 86 percent of the total,
The cooperatives had invested a larger percentage of their capital in
plant equipment than the stock companies. The investment in real estate
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TaBLE 35.—ASSET PERCENTAGES; 35 DAY MARKITING ASSOCIATIONS, 1929
Twenty-twe coop ives THhi stock companies All pasociatings -
Percentage Percentage Farconitage
Of Oof Cumula- of ©f Comala- ot Ot Cumu
Asset itemna group  loial tive group  lotal tive xroup  towd tive
Cash currenemsresees 367 78 78 473 262 262 188 &7 87
Net trzéc accounts
receivable ............ 627 294 372 436 241 303 6t 202 379
Other accounts receivable 14 07 379 0.5 03 506 13 06 3%
Net notes receivable...... 51 24 403 evrs  eae. 506 48 23 408
Merchandise inventory... 14.1 66 469 85 47 553 138 65 43
Accrued income items.... .... .... 459 g1 .... 533 eerr eees #A73
* Total current assets,, 100 469 469 106. 553 3553 100, 473 #4723
Supplies ............. ... 873 24 493 100 44 597 B3 25 498
Prepaid items .......... 127 93 496 ... .... 597 iL7 63 501
Total deferred assets 100 27 496 1060, 44 59.7 106. 28 501
Investments ........ 51 547 cene 07 604 cese 49 355
Other assets ........ vir 01 548 oo 08 612 cee 01 551
Office equipment ......... i4 06 554 verr  wan 612 14 06 3557
Delivery equipment ...... 4.3 19 573 23 09 821 4.2 19 576
Plant eguipment ........ 433 196 789 404 157 778 431 194 77
Buildings .......-....... 429 194 953 526 204 982 433 194 964
Land and 1mprovements. . 81 37 100 4.7 18 100 8. 35 106
Total fixed assets.... 100 452 104, 106. 388 100 100 49 100
Total assets ........ B £1 12 . . 108. e . 100. .
ASSETS
Cath
Receivables
Irwmy nearv_gy
Plar
£quipmenf
Keal Estate
Other Assats
[ £~ z0 30 40

Pemfoqe of Total Assefa
Fic. 8—Distribution of asset values, 22 cooperatives, 1929,
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exceeded 50 percent of the total capital in the case of five coopera-
tives and of three stock companies and was less than 40 percent in the
case of nine and six respectively.

There were 2,228 trade accounts receivable appearing in the ledgers
at the close of the several fiscal years, an average of 64 accounts per
association. The gross value was $915,673 (table 36). Four-hiths
of these accounts were less than a month old ; only a twentieth over six
months old. The accounts of doubtful value totaled $31,085 or 3.4
percent of the gross amount outstanding. This is slightly less than half
of the amount charged off in the balance sheets, an indication that
ample allowance had been made therein for doubtiul accounts. Ap-
proximately seven-eighths of the accounts over a year old were held to
be of doubtful value. Practically all.of the accounts less than six
months of age were deemed to be collectible.

TaBLE 36 —ANALYSIS oF 2,228 TRADE ACCOUNTS RECEIVABLE; 35 DAIRY MARKETING
ASSOCIATIONS, 1929

Trade accounts reccivable

Boubtful accounts

Percent-

Percent-  Average Percent-  age of
Tetal age of par associa- Total age of total

Months outstanding amoynt total tion amount group  doubtful
Over 12 ........ $ 31452 34 $ 8¢ $27,738 282 892
G6tol2 ......... 15,658 1.7 447 2945 188 9.5
ft0 6 .....0..s 125,354 13.7 3,583 236 0.2 0.7
Less than I ..... 743,169 81.2 21,233 172 0.6

Total ....... $915,673 100, $26,162 $31,085 34 100.

None of the stock companies held any notes receivable but the
cooperatives held 449 such notes with a total face value of $85,200 at
the close of their 1929 fiscal years, an average of $190 per note. This
was equivalent to 5.1 percent of current assets and to 2.4 percent of
the total investment, Notes of doubtful worth amounted to $3,254 or
6.2 percent of the total face value of ali the notes. Most of these are
members’ notes given to cover subscriptions to capital stock. With
the exception of two associations, which charged five percent on mem-
bers’ notes, the interest rate was six percent. Two stated that on the
average notes were renewed twice and two reported them renewed
once ; the others reported no renewals. Of these notes $15,874 worth,
less than a fifth, had been discounted. -Apparently cash requirements
were generally being met without difficulty.

The gross amount and the relative importance of the investment in
plant equipment varied with the size and type of business of the asso-
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ciations. In general the machinery investment of the butter factories
was not only much smaller than that of the associations which shipped
milk and cream, in keeping with their smaller size, but was less relative
to other items because of the less diverse character of their operations.

In both groups the real estate investment amounted on the average
to a little more than a fifth of the total {table 35). In keeping with
their larger size the cooperatives owned an average of 4.5 acres of land
(exclusive of 220 acres of outside farm land) as compared with only
0.8 acres for the stock corapanies. The number and type of construc-
tion of the buildings owned by these associations are given in table 37.
Ninety-one were of wood-frame construction, nine brick, three tile,
and five concrete and steel. The stock companies owned only wood-
frame buildings. Twelve of the central plants of the cooperatives were
located on railroad sidings and 10 off rail at an average distance of 4.8
miles, Only one of the 13 stock companies was located on rail and
the other 12 were placed at an average of 5.8 miles from rail facilities.

Tasce 37.—TvYPE oF BUILDINGS; 34 DAIRY MARKETING ASSOCIATIONS, 1930

Concrete Woed
Buildings snd steel Tile Brick frama Tota}

‘Twenty-cne cooperatives

Central plant ...coc0uuvenus 4 2 5 10 21

QOutside plants ............. . 1 2 iB 21

Dwelling houses ......zo... .. . 2 10 12

Other ..iveiiicnnvicenn.. 1 .. . 26 27

Total ...cvveerrrraens 5 3 b 64 81
Thirteen stock companies

Central plant .............. 13 13

Outside plants ............. ‘e 2 2

Dwelling houses ........... e 4 4

Other . iivseisrasstvcnseas . 8 8

Total .ucvinrrvrrescnns . 27 27

Among the minor items of investment the merchandise inventory,
which accounted for 6.5 percent of the total, consisted very largely (52
percent)} of dairy products, the balance of eight percent Leing made up
of farm supplies, Qutside investments, which appeared on 13 balance
sheets, represented almost exclusively (97 percent} ownership of the
common stock of subsidiaries. Office appliances did not appear in the
inventories of the stock companies nor of some of the smaller coopera-
tives and was a rather insignificant item on the whole, although some
of the large organizations used 2 considerable amount of mechanical
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equipment to facilitate their bookkeeping and other office work. Owner-
ship aof delivery trucks also was Jargely confined to the larger coopera-
tives, 34 of a total of 63 belonging to 14 associations with a volume of
business in excess of $200,000.

Egusties—Claims against the dairy marketing associations were
equal to 43 percent of the total value of their assets (tables 38 and 39
and figure 9). Roughly half of these liabilities represented amounts
owed patrons, a large proportion of whom, 90 percent in the case of
cooperatives and 21 percent in that of the stock companies, were like-

TABLE 38 CoNSOLIDATED EQUITY VALUES; 35 DAIRY MARKETING ASSOCIATIONS, 1929

Twenty-two cooperatives  Thirteen stock companies All nasaciations
Total Average Total Average Total Average
Equity items value value value value walue velus
\ccounts payable—patrons., § 650410 $29973 $ 45683 $ 3514 § 705093 520,146
iccounts payable—trade.... 145250 §,602 2,164 166 14? 414 4212
Jotes payable—trade and
individual ............... 27504 1,268 U R 27,904 797
Jotes payable to banks—
unsecured ..........0cna- 84,888 3,859 $,004 385 89,888 2,568
Yotes payable to banks—
colfateral demand ....... 69473 318 ..., ae 69473 1,98
iccrned expenses ......... 31,062 1,413 423 33 31,515 906
Jther current liabilities.... 10,856 494 267 20 11,123 3R
Total current Habilities. $1,028873 § 46,767  $ 53537 $ 4,118  $L,082410 $30,925
Fixed habilities ....... 231,550 10,543 1,750 135 233700 6,677
Total liabilities ....... $1,260823 $ 57310  $ 55287 $ 4253 $1316,110 $37,603
Capjtal stock .............. $1,013003 $45046 $39385 $3030 $1,052388 §30.068
Matutory TesErve ......... 259,561 1180 ... .- 259,591 7,417
2eserve for contingencies... 125,168 . 2,670 159 127,238 3,636
Reserve for dividends ...... 18,176 826  ..... . 18,176 51%
surplus and undivided profits 212,430 9,656 57323 4409 269,753 7,707
Total mambers® net
WOTth ooviiesenrienns $1628368 $ 74017 §$ 98778 $ 7598  $1,727146 $492347
Total equities ......... $2,880,191 $131,327  $154,065 $11.851 $3.043,256 $86,950

wise members, The rest of the current liabilities amounted to 12
percent and the fixed liabilities, mainly morigages on real estate, to
eight percent of the total assets, Liabilities other than those to patrons
for milk and cream were relatively unimportant among the stock com-
panies. Only one was using short term bank credit and only one had
mortgaged its fixed property. Among the cooperatives 12 reported
commercial borrowings and nine real estate mortgages.

Net Worth—The stockholders of both groups of associations have
more than a 50 percent equity in the assets of their organizations, The
stock companies have built up their surpluses te a greater extent than
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TaBLE 39.~PERCENTAGE DISTRIBUTION OF EQUITIES; 35 DAIRY MARKETING AssocIATIONS, 1923

Twenty-two cooperatives  Thirteen stock companies All aspociations
Percentage Percentage Perveniags
Of Of Cumula- 0f Of Cumala- Of H Cuomuls
greup  total tive group  total tive group  tolsl tirs

Accounts payable—patrons 641 228 228 B33 27 207 652 212 212
Accounts payable—trade.. 141 5 28 41 14 H1 136 48 2Z8
Nates payable—trade

and individual ........ 27 L 288 aes PO & 5 | 26 09 289
Notes payable to banks—
unsecuted ............ 83 29 317 9231 32 343 83 31 J3
Notes payable to banks—
collateral demand ..... 68 24 341 eer aa. 343 64 23 M2
Accrued expenses ,...... 3. 1.1 352 08 03 345 29 1. 352
Other. current liabilities. . 1. 04 356 6.5 02 . 348 1. 04 356
Total current .
liabilities ....... .. 106, 356 356 100, 348 348 100. 356 354
Fixed liabilities ..... 104, 8 436 100. 1.1 359 100 7.7 413
Total liabilittes ..... ... 4356 435 ... 359 359 e 433 433
Capital stock ........... 622 351 787 399 256 615 609 Ms 779
Statutory reserve ....... i1s¢ 9. 827 ves  w-. BLS 15. B5 Bsd
Reserve for contingencies 77 43 92 21 1.3 628 74 42 06
Reserve for dividends.... i1 06 926 . .-. 628 1.1 08 912
Surplus and undivided
profits .......ceeenn-.. 13.1 74 100 58 372 100 156 88 0o
Total members’ net
worth .......... . 106 554 100, 106. 541 100 100, S6.7 100.
Total equities ...... ... 108 cre . 100, con 100, .
EQUITIES

Notes thnhts

Other Current
LichiliTies

Fixed Liabilities

CQ#'fni Xtock RPN R T o AT o

Ressrves —~—

o o 20 30 “>
F’erccn‘ruge of Total Wﬁcs

Fic. 9.—Distribution of equities, 22 cooperatives, 1929,
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have the cooperatives, but practically none has been definitely set aside
in reserve accounts. The cooperatives on the other hand have not only
retained the reserves required by law, which are now on the average
about half of the ultimate requirement of equivalence to 50 percent
of the paid-up capital stock, but have set apart an additional reserve
for contingencies amounting to approximately $6,000 per association.

The par value of the average holding of stock per member among
the cooperatives varied from $23 to $312 with an average of $162, and
the corresponding figures for the stock companies were $23 to $294 and
$101. The average bock values of members’ holdings for the two
groups were $260 and $253 respectively.

Solvency.—Due to their larger size the excess of the current asseis
of the cooperatives over their current liabilities, that is to say, their
working capital, was roughly six tmes that of the stock companies
(table 40), but as is indicated by its ratio to total assets and by the
ratio between current assets and current liabilities (current ratio), the

TapLE 40.—CURRENT SCLVENCY; 35 DAIRY MARKETING ASSOCIATIONS, 1929

Working capitel
Percentage Percentage Cush :.ns
Average " of total of fixed Current g?:ue?reng:
Organizations amount aseets assels ratie Habilities
Cooperatives ........ © §14,826 11 25 132 22
Stock companies ..., 2,434 20 53 1.59 73
Al associattons ..... $10,224 iz 25 133 25

latter group was in a more liquid position. Considerable differences
existed within each group. The current position of two cooperatives
and of three stock companies was definitely weak, their current liabili-
ties exceeding their current assets. At the other end of the scale the
working capital of five cooperatives and of three stock companies repre-
sented more than 30 percent of the total investment.

Current ratios varied from 04:1 to 7.5:1, the common figure
lying between I and 1.5 (table 41). These rather low ratios, averaging
13 and 1.6 in the two groups {2:1 is a commonly accepted rough
standard ), are ptimarily due to the character of the business, to the fact
that milk and cream are received from patrons and shipments are made
daily while settlement is commonly made at 30-day intervals, with a
resultant periodic building up of large accounts payable to patrons and
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large accounts receivable from buyers. If the indcbtedness to patrons
be deducted from each side of the balance sheet the ratios, now repre-
senting the relationship between the excess of current assets over the
amount due patrons and the liabilities to outsiders, become 1.9:1 for
cooperatives and 5:1 for stock companies.

Tasre 41.—CURBENT RATIO: 3§ DAY MARKETING ASSOCIATIONS, 1929

Current ratio Ngmber of ansociations with a eurrent ratlo of:

Organization Range Lessthanl It 1.5 1.6t02 Over 1
Cooperatives ........... 08-34 2 12 3 5
Stock companies ....... 04-7.5 3 4 H 5

Total .......... - 0.4-7.5 5 i6 - 4 10

The cash position of the stock companies was likewise strong.
Indeed there is indication of loss due to idle funds, the cash on hand
being sufficient to liquidate 735 percent of the current liabilities. In the
majority of cases the cash balances of the cooperatives were adequate,
the average being 22 percent of current liabilities. In nine cooperatives
and one stock company cash on hand was less than 10 percent of the
current obligations.

The ultimate ability to discharge debts is largely determined by the
members’ equity in the business, 50 percent being usually regarded as
a minimum. Twenty-six of the 35 associations were above, and nige,
six cooperatives and three stock companies, below this standard (table
42}. In no case among the 35 associations did the total liabilities exceed
the total assets. The fact that the net value of real estate exceeded the
funded debt in only two cases is further evidence of ultimate financial
soundness,

Tantz 42 —ULTIMATE SOLVENCY ; 35 DAIRY MARKETING ASSOCIATIONS, 1929

Members' net worth

as percentage of Number of associations whose members’ net
total investment worth in percent of total investment was:
Organization Range Aversge Lessthan 40 40104%  50t0 59 60 and over
Cooperatives .....  30-85 58 T3 3 6 10
Stock companies.. 1897 66 2 1 2 8
Total .,.., - 18-97 61 5 4 8 18

Turnover.—Various measures of the ratio between the volume of
sales and investment items are given in table 43. The slower rates of
turnover of the cooperatives are due to the proportionally larger equip-
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ment investment which their more diverse operations make necessary and
to a larger investment in accounts receivable. This latter item is also re-
flected in the fact that the cooperatives had more than twice as many
days’ sales outstanding in accounts receivable than did the stock com-
panies, This is due to differences in type of business and customary
trade practices between milk and cream shippers on the one hand and
butter factories on the other rather than to laxity in the extension of
credit on the part of the cooperatives.

Taste 43 —TuaNovER; 33 BAIRY MARKETING ASSOCIATIONS, 1029

Cocperatives  Stock companies  Alf asseciations

Rumber of azsocistions 21 12 33
Turnover of total investment ........ 44 66 52
Turnover of investment in fixed assets 104 16.1 125

Percentage of net sales required to

L5 1.6 12 i4
Percentage of net sales required to

yield 6 percent on outstanding capital

T P 0.6 .3 s
Days’ sales outstanding in accounts

receivable ... aiiiiiiciianaees 234 16.2 186

OPERATING ITEMS
PURCHASING ASSQCIATIONS

The consolidated operating statement of the purchasing associa-
tions (table 44) indicates that average operating expenses were equiva-
lent to 4.3 percent of the net sales. Salary and wage payments account

TasLE 44.—CoNSOLIDATED OPERATING STATEMENT; FOUR COOPERATIVE PURCHASING
ASSOCIATIONS, 1929-1930

Average Percentage of  Fercentage of

Operating item amount sales £1082 margin
Net sales ...cvicmmrenrecnrnnens $248.366 106, e
Cost of goods sold .............. 232,071 95.5
Gross margin .........ceeen $ 11,295 4.5 160
Salaries and wages ............- $ 5500 49
Real estate expense .......... A an 830 6.3 7
Office and general expense ...... 4,452 1.8 39

Total operating expense ..... $ 10,782 43 95 :
Net operating income ....... $ 513 0z 5
Other income ...ovverevrnrnensa 1979 08 17
Net income for distribution.. $ 2492 i. 2
Distrilvsted Income cociairnnnnes 759 0.3 7
Undivided surplus ...ovvenns $ 1733 0.7 15
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for slightly more than half of this figure. Of the total net income avail-
able for distribution, amounting to one percent of net sales, three-tenths
were paid out in dividends and seven-tenths were retained in the busi-
ness as undivided surplas.

DAIRY MARKETING ASSOCIATIONS®

The marked differences in the size and type of business of the two
groups are again manifest in their operating items (table 45). It cost
twice as much to run a pound of butterfat through the average co-
operative plant as it did through the average stock company plant.
However, the former sells in a far better market, enough better to
enable it to make up the extra plant costs several times over, Their

TaBLE 45 —CONSOLIDATED OFERATING STATEMENT; DAIRY MARKETING ASSOCIATIONS, 1929

Cooperatives Stock companies®
Per 160 Per 100
Percent-  pounds Percent-  pounds
; Average age of 3.7 milk Average age of 3.7 milk
Operating Hem amount sales  equivaient amount sales  oquivalent
Number of associations 21 21 20 1 13 1
- cents [<al]
Net sales ............. $529,741 100, 347 $59,743 100, 244
Cost of goods sold...... 441,111 87, 314 62,917 90.2 220
Gross margin ..... $ 68,630 13. 48 $ 6826 98
Salaries and wages .... $ 2597 49 1. 2. . - S
Real estate expense .... 3,894 8.7 3 s .
Office and general
EXPEISE v.viiicnerian 43,192 8 I L.
Total operating
EXPENSe ......... $ 73,057 136 5t $ 72,17 103 25
Net operating
income .......... $—4.427 —08 -3 $—350 —0.5 -1
Other income ......... 9,494 isg 7 824 1.2 3
Net income for .
distributien ...... $ 5067 1. 4 $ 474 o7 2
Total distributed income 5,083 i. 4 217 3.3 1
Undivided surplus., $§ —16 cene . $ 257 04 1

* The accounting records of the sock companies were not detsiled enough to make distribution
of expenses possible.

net sales amounted to $1.23 more per hundredweight than those of the
stock companies and they paid their patrons an average of $0.99 a
hundred more. This differential in favor of the cooperatives js par-
tially offset by the fact that the stock companies received a much larger

'Fmamhhlhdsmbmd&emtlmmef ries see n,
0. : Cooperative Crezamery Operation iz Vermont, Ve Exp. Sxa. Bﬁ. 335 (1931).
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percentage of their purchases in the form of cream, their patrons re-
taining the skimmilk for feeding purposes.

The distribution of the associations with respect to certain operat-
ing ratios is indicated in table 46). The operating costs of a majority
of the stock companies amount to less than 10 percent of net sales and
of practically all of them are less than 30 cents per hundredweight of
milk equivalent; the expenses of a majority of the cooperatives are
over 12 percent of net sales and of nearly all are over 30 cents a hun-
dred. On the other hand the net sales of none of the stock companies
are over $3 per hundred, while those of two-thirds of the cooperatives
exceed that figure,

TapLe 46—OPERATING RATIOS

Taotal exp in p of net sales
Less than 10 Htoils 12t013.% 14 and over
21 cogperatives .......... 2 5 1 8
11 stock companies ....., 6 2 1 2
Total ..oiivivrannaas 8 7 7 10

Total expense per 180 mounds 3.7 milk {cents)

Lessthan 30 30 to 39 40 to 49 50 and aver
20 cooperatives .......... 2 9 6 3
il stock companies ...... 8 2 1 .-
Total ..oennvninnnnn.. i0 11 7 3

Salaries and wages in percentage of net sales
Less than 4 4104.9 5to 5.9 6 and over

21 cooperatives .......... & 9 3 3

_ Net sales per 100 pounds 3.7 milk
Less than $2.50 $2.50t0$2.59 $3t0534% $31.56 and over

20 cooperatives .......... 2 4 10 4
1l stock companies ...... 6 5 . .-
Total ....ovvvinnnnnn. 8 9 10 4

CureeNT TENDENCIES AMONG VERMONT COOPERATIVES
PURCHASING ASSOCIATIONS

The five-year period from 1926 to 1930 was one of growth for the
group of purchasing associations (table 47). The volume of sales
increased steadily until 1929 but fell off slightly with the declining prices
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TasLe 47—Ngr SALES; COOPERATIVE PURCHASING ASSOCTATIONS, 1925-1926 vo
1929-1930

Value of net sales

Percentage of
Year Total Average 19231926
1925-1926 ...cvvinniinnnnnanan ans $ 780,245 $195,061 100
1926-1927 ...... Crsseeansrnneans .. 853,351 213,338 109
1927-1928 .....covvnnnnns P 937,322 234,331 120
1928-1929 .. iiiiiiiireiireaaas 1,046,810 251,703 14
1929-1930 . .iiiiseriiissinasaanns 993,464 248,366 127

of the following year. The increase during the five years amounted to
27 percent. It was accompanied by a tendency to place less emphasis
on the marketing of miscellaneous farm products and more on the
purchase of grain and feed.

These organizations have likewise grown steadily in financial
strength since the 1920-21 period of declining prices which left them
in a weakened condition (table 48 and Appendix D, table 2, p. 101).
Roughly speaking labilities have held constant while assets have
doubled, with a resultant increase of the average net worth from 8 to 57
percent of the tota!l equities. Over four-fifths of the increase in invest-

TasrLe 48-—AVERAGE BALANCE SAEET VALUES COOPERATIVE PURCHASING ASSOCTA-
TIONS, 1921 Anp 1929

1921-1922 1929-1930
Average Percentage Average  Percentage
value of total value of total
Assets
Cash ...coovivriiceninssnnas. $ 2478 19 $ 7118 26
Receivables ............ccc00e 3210 24 10,278 37
Inventory of merchandise...... 33578 27 5273 19
Real estate s 3,337 25 4,494 16
Other assets 666 5 630 2
Total assets ............. - $13.260 100 $27,843 100
Equities
Trade accounts and notes
payvable ........iiiiiiienn. $ 7303 55 $ 6,896 25
Bank notes payable, unsecured 3,860 29 3,640 13
Mortgages payable .......... 500 4 1312 5
Other liabilities ... .vvvrunnn.. 558 4 80 ..
Toatal liabilities .......... $1z221 92 $11,928 43
Capital stock .ocvenvnnnnnna.. $ 5351 40 $ 7381 26
Surplus and reserves,........ —4.303 —3Z 8,534 3
Total net worth ......... $ 1048 8 $15,915 57
Total equities ......... . $13.269 106 $27 843 100
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ment was the result of plowing earnings back into the business and
only 13 percent was derived from the sale of capital stock (table 49).

TABBLE 49 —SOURCES AND APPLICATION OF FUNDS; PURCEASING ASSOCIATIONS,

1921-3929
Bource of now funds Application of new funds
Ttem Average amount Percentage Avsrage amount Percentage
Decrease Increass
Cash oiirvvvrrnesirnnrsass veees . $ 46540 30
Receivables ......vveicnee aines e 7.068 45
Merchandise jnventory ....  ..... . 1,695 11
Real estate ....ccovnvicnnns wseen - 1,157 7
Other assefS ....vevvenner aeees aae 14 ves
Total assets ......cvve eaen. Ceae $14,574 93
Increase Diecrease

Trade accounts and notes
pavable .....c.ciieineen aaa. . $ 407 3

Unsecured bank notes pay-
able ....... Creierimenes eiaes cea 220 1
Mortgages payable ....... § 82 5 SN -
Other liabilities ..........  .,... ... 478 3
Capital stock oo.vvnnnnnn.. 2,030 3 L. .
Surplus and reserves ...... 12837 2 ... van
Total equities ........ 315,679 10 $ 1105 7

Totals ...coovinnnnnn, $15,679 - 100 $15,679 100

Average operating costs declined with the rising volume of business
from $5.18 in 1925-26 to $4.51 in 1928-29 per $100 of sales but rose
again to $5.16 with the declining prices and dollar volume of 1929-30.

Two of the four local associations active in 1929 were sold in 1930.
The two remaining associations are firmly established and in sound
financial condition. However, there seems little reason to anticipate
any considerable development in this particular field of cooperative
endeavor in the immediate future. The experience of some of those
which have ceased operation has been calculated to discourage similar
attempts, and the facilities of the Eastern States Farmers’ Exchange
are available to any who wish to purchase supplies through a coopera-
tive agency.

DAIRY MARKETING ASSOCIATIONS

The stock companies have been declining in numbers and in impor-
tance since 1904 and this tendency continues unabated. During the five
years from 1925 to 1929 their numbers were reduced from 29 to 13
and their receipts of butterfat from 11 to 4 percent of the total
(table 50). Their disappearance as cooperative organizations is the
result sometimes of sale to proprietaries, sometimes of the accumulation
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TABLE 50—~DAIRY PROVUCTS DELIVERED TO VESMONT PLANTS, 1924.1929

Thousands of pounde of butterfat delivered 10!

Laocal sooperztives Stock compenies Atl others
Number Percent- Number Percent- Pereent.
of anmo. age of  of asse- age of R of
Year ciations Amount total  cistions Amount total Amount  tomal
1925 ........... 29 9,685 s d 29 3876 31 22,525 62
1926 ....iin.n. 29 10,811 o'l 25 2,788 7 24,523 64
| L 7.7 27 11,570 30 21 2473 & 25,013 64
1928 ........... 2 11,848 .. 21 2,285 s aaeas .
1929 . ......... 21 11,260 29 13 1,496 4 25897 &7

of their stock in the hands of a few individuals and sometimes of
abandonment. Although, as has been previously indicated, most of
those that still exist are in excellent financial condition, perhaps as a
result of a process of the survival of the fittest, they seem to be definitely
on the way to complete extinction. Ten of the 13 operating in 1929
were butter factories located in the less accessible areas of the State.
They are small enterprises and ill adapted to present-day market condi-
tions, Their patrons tend to transfer their business as the opportunity
offers to fluid milk shipping companies, cooperative or proprietary,
with whose prices the butter factories can not compete. Such as may
survive are still subject to the tendency, manifest throughout their
history, to discard their cooperative features,

The number of cooperatives reached its peak in 1922. From 1925
to 1929 the number of active associations declined from 29 to 21
(table 50) ; but half of this reduction was due to mergers among coopera-
tives (table 6, p. 14) and was accompanied by an increase of approxi-
mately 16 percent in the volume of receipts and a slight increase in
importance relative to other agencies. No new local associations have
been incorporated sirice 1925, nor does there seem to be any likelihood
of further expansion of this kind. A considerable number of those
now functioning were organized in order to secure access to southemn
New England fluid markets. All important dairy sections are now
shipping fluid milk and that incentive to new cooperative organization is
no longer operative. The important present tendency is a movement
toward more effective cooperation among cooperatives. This has taken
the form of an attempt to establish an overhead sales agency, the New
England Dairies, Inc. Whether or not this will be its final form it is
obviously impossible to say, but the pressure for unified action in the
metropolitan Boston milk shed is sinmistakable,

Type of Business—RPoth cooperative and proprietary groups
increased the proportion of total product handled which was shipped as
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finid milk during the five years from 1925 to 1929, the latter at a more
rapid rate than the former (table 51). At the beginning of this peried
the cooperatives were handling 51 percent and the proprietaries 42 per-
cent of their respective products as fluid, while at its end the propor-
tion of fluid was approximately the same in each case. The more rapid
change exhibited by the privately owned group is in part due to the
absorption into the milk shed area of territory formerly tributary to pro-
prietary butter factories.

TaBLe 31.—DISPOSAL OF DAIRY PRODUCTS; VERMONT PLANTS, 1924-1929

Dispesal of dairy preducts

Bercentage shipped as fiuid milk Perecentage shipped as crearn
Local Stock Al Local Stock All
Year peratives panics othera cooperatives companies others -
1925 ... 51 7 42 o ) 35
1926 ......... . 56 5 8 32 11 44
1927 .......... 51 1 47 33 16 4%
1928 . ..enee.. S0 2 ‘e 34 if ..
1928 .......... 55 3 53 3z 12 36
Index of percentages (1925 = 100)

1925 ... 100 100 00 166 108 100
1926 .......... 98 71 95 153 122 126
1927 .......... 100 14 {12 106 111 117
1928 .......... 98 29 ves 110 111
1928 . ........ 108 43 126 193 133 103

An increasing proportion of the skimmilk separated in the plants
has been manufactured into casein and a decreasing proportion has
been made into condensed and evaporated skimmilk, cheeses and other
products (table 52). The percentage fed or returned to farmers has also
decreased and is rapidly reaching the zero point. The total amount of
skimmilk used was about 8,000,000 pounds greater and the amount
manufactured more than 7,000,000 pounds greater in 1929 than was
the case in 1926. Since the increase of the excess of fluid milk deliveries
over shipments in the same period was at 2 far lower rate than this, a
larger proportion of the available skimmilk must have been manufac-
tured during the later years and less of it thrown away as was all too
commonly the custom in the past. _

The form in which the product is delivered to the plant depends
primarily on the form in which it is marketed. Accordingly the per-
centage taken in by the cooperatives as fluid has increased as their fluid
sales have been augmented (table 53). The stock companies buy cream
almost exclusively.
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TabLE 52 —DISPosAL OF SKIMMILK; LOCAL COOPERATIVES AND ATOCK COMPAMIZS,
1926-1929

1916 1937 1928 1929

Thousands of pounds

Manufactured into:

Casein ...ovvrnnrnronerin. s ceennas 12827 24191 28449 294N
Cotidensed and ev:porzted ........ . 7,963 6917 4 333 5373
Cheeses .....vicvcnsnionciareensess 06,947 2,735 1,363 299
All other ... .c.ciiiivrieeerreannnss 162 ..... 239 129
Total manufactured .....c.vvvevnesnn.an 27899 33843 34,434 35272
Shipped® ...ocvvirerienn. R . & 2970 4834 10,737
Fed or returned to farmers ............. 539 4,999 3,418 1,944
Total .......... ereri i rrieseccerons 39,701 41,812 42686 47953
Percentages
Hanufactured into;
..................... hererae 322 £79 666 _6l%
Condmseé and evapcuted ......... 26, 16.5 10.3 11.2
Cheeses ........ ressnsae srreibrree 17.5 6.5 32 1179
All other .....onviiiecevcnnas 04 0.6 0.3
Total manufactured ...... raessanae cerren 701 809 80.7 736
Shipped® .....ccivennnns hrerereniirasee 164 71 113 224
Fed or returnad to farmers ........0.. .. 13.5 12, 8 4,
Total et iseeiieserrrens 100, 100. 106. 100.

* Includes skimmilk used in standardiring,

TasLe 53.—PERCENTAGE OF DELIVERIES RECEIVED AS MILE AND CREAM  LOCAL CO-
OPERATIVES AND STOCK COMPANIES, 1925-1929

Percentage of total deliveries

Local sooperstives Siock companies

Fluid milk Cream Fluid milk Cream
371 ceverrrn 74 26 17 83
1926 ........... vrereesires vreina 72 28 14 8
1927 ... arsimrasserraiuns 72 28 § 95
1928 .......... tertrresreen vessen 74 25 6 94
5 80 20 5 95

From time to time the local associations have found it necessary
te buy dairy products from each other or from other plants if they are
to fill their orders during the low-production months. The amounts of
these purchases and the purposes for which they were used are shown in
table 54, They vary irregularly, no tendency being apparent for the
purchase of any particular product to increase.

The average monthly deliveries per patron of 10 cooperatives whose
fiuid sales were in excess of 50 percent of their deliveries increased
approximately 300 pounds between 1926 and 1929, but this increment
was offset by an equivalent decrease in the deliveries of the patrons of
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TaBie . —INTERFLANT PURCHASES OF LOCAL ASSOCIATIONS, 1924-1929
(Thousands of pounds}

Disposal of product 1524 192% 1526 1927 1928 1929
Fluid milk
Shipped ag milke ...oviviieriniinn 788 1686 1097 209 558 1002
Manufactured into ice cream...... ven cene . S e 16
Manufactured into butter ........ 38 - 19 - cee e
Total fluid milk purchases... 826 1,685 1,16 209 558 1018
Cream
Shipped 2§ €TEAM . .ovvnnnnnnare 343 335 412 261 169 130
Manufactured into butter ........ 87 42 53 87 28 93
Manvfactured into ice cream ..... i8 31 145 ‘e 5
Total cream purchases ...... 448 408 619 378 197 288
Batter
Sold as butter .......cvhvinnnans 69 66 86 109 142 57
Skimmitk
Used for standardizing milk ..... 1i8 10 326 24 2 315
Manufactured into ice cream mix. 37 it is . - ciee
Manufactured into cheeses ....... 33 106 R - . cees
Condensed ......c.ocvvnvinnnnnn. i73 vera cean e . .
Total skimmilk purchases.... 361 127 341 24 2 315

the remaining 11 associations which shipped less than half of their
receipts in fluid form, leaving the average for all associations unchanged.

Changes 'in the seasonal distribution of production of these two
groups during the same period are indicated in figure 10. They are
appreciable but not marked. The patrons of the fluid milk shipping

INDEX OF

Fic. 10.—Changes in the seasonal distribution of patrons’ deliveries, 1926-1929,
Eleven cooperatives which shipped 50 percent or more of their receipts as
fluid mitk and 10 which shipped less than 50 percent as fluid during the
five-year period.

{ Deliveries adjusted to 30-day month. Monthly average — 100.}
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associations delivered a larger percentage of their product during the
winter months of 1928-29 than in those of 1926-27. There was a con-
siderable increase in the production during the low month of November
but only a slight reduction in the June peak (figure 11). In the case
of those associations whose fluid sales were reiatively less important, a
greater reduction occurred in June production and a tendency was mani-
fest for the low point to shift from November to September.

INDEX OF
DELNVERIES
40

20

ze-1827 ‘\ 4
T~y

sow&[ 1 i i J i ] { i i i I
TAN FEB MAR APR MAY JUN  Jul AUG &P T MV DG

F16. 11—Changes in the seasonal variation in deliveries. Thirteen cooperatives
which shipped more than 40 percent of their receipts as fluid milk in 1929.

{Deliveries adjusted to 30-day month. Monthly average = 100.)

Tasg 55.—AVERAGE BALANCE SHEET YALUES; 20 CooPEmativEs, 1925-1929

1928 1925 1927 1928 1929

Average asset values
$38263 $4571B % 6(3),595 $ 60410  § 66254

3.067 3.323 264 3,545 3880

53744 59,885 63,212 64,235 64,126

835 5522 6,083 6,232 7461

Total assets .,.... $05930  $114448  $133154  $134422 $141.721
Average cquity valaes

Current liabilities ..... $20716 $ 37737 $4774 $44083  § 50379

Fixed liabilities ....... 10,975 13,894 13972 12,169 11,597

Total liabilities ... . $40691 $ 51631 $61,716 $ 56252 § 61976

Net worth ....... $35239 $ 62817 $71438 $78170 § 70745

Total equities .... $95930 $114448  $133154  $134422  $141721
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Balance Sheet Ttems—Between 1920 and 1929 the average invest-
ment of the cooperatives nearly doubled, Growth was particularly rapid
from 15925 to 1927 (tables 55 and 56), continuing at a slower rate

TABLE 36—RATES OF INCREASE OF INVESTMENT; 20 COOPERATIVES, 1925-1929

1926 1927 1928 1928

Average increase over preceding year.... $18518  $18,706  $1,268  $7.299
Percentage increase .oviieesve.vrersnnes 19 16 1 5

through 1928 and 1929. No growth occurred among the stock com-
panies during these years (table 57) but their shareholders’ equity
increased appreciably.

TARLE 57 —AVERAGE BALANCE SHEET VALUES; STOCK COMPANIES, 1925-1929

1925 1926 1927 1928 1929
Number of staiements 18 12 12 12 13
Assets

$ 6,471 $8184 $8179 $6552
613 574 552 56
4,489 4,060 4,448 4,603
164 161 182 184
Total assets .......... $11.847 311,738 12979  $13,361 $11,851
Current liabilities ......... $5352 $5218 §$5905 $6135 $41:8
Fixed habilities ........... 175 146 146 146 135
Total labilities ....... $5527 $5364 §6051 $6281  §4253
Net worth ............ $6326 $6375 §46928 $7080 ¢ 7398
Total equities ......... $11,847 $11,739 $12979 $13.361 $11,851

There were 16 cooperatives for which balance sheet data were
available for each year from 1922 to 1929, The rate of growth over
this longer period, during which the average investment rose from
$87,000 to $168,000 {Appendix D, table 4, p. 102), is indicated in table
58. Among the assets the current group increased half as fast again as did
the fixed group, rising from 38 percent of the total at the beginning of
the eight years to 46 percent at the end. Similarly current liabilities,
consisting largely of accounts payable to patrons, rose rapidly. Fixed
liabilities increased until 1927 but were reduced to their original amount
during the last two years. Net worth increased more rapidly than
the habilities so the members’ equity in their associations grew from
46 to 57 percent of the total equities,
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TASLE 5B —ANNUAL INCREASE IN THE AVERAGE VALUL OF ASSETS AND BQUITIES:
16 coorEmaTivES, 1922-1929

Anpual increase®

Percentage of

Amount aversys vaige
Current asselS ........ceciveevencnccerennans $ 6538 12
Deferred assets ....... .....ccoiiiciiiinnenns 238 7

Fixed assets .......coiiciiiermiincnnnasnsns 4406

All other assets ......coucnvss ettt eentn . 14456 36
Total assets ........cocvverennennrnnnnn. $12,628 10
Current fiabilities ............... rerrwe rerrar $ 4,024 9
Fixed Habilities .......cccviiiininnrrnnnnnsn 386 3
Total liabilities ............covviuinnn. $ 4410 8
Net worth ...vivaviviierninrinisneinans - 8,218 12
Total equities .........ccovvienrrncnvonss $12628 i

* Az determined from 3 straight line fitted by least sguares.

Less than one percent of the new capital, averaging $80,965,
brought intq these associations between 1922 and 1929, was used to

TABLE 59.—SOURCES AND APPLICATION OF FUNXDS; 16 DAIRY COOPERATIVES,

1922-1929
Scurce of new funds Application of new funds
Tiem Average amount FPercentage Aversge snwont  Percentage
Decrease Increase
Cash ... .ioviiirinraniinee veun. ves $11.639 14
Receivables .............. v eeees ce- 23332 29
Merchandise faventery ....  ..... cen 8,533 il
Other current assets ... .. 664 1
Deferred assets ........... ceaen aee 1,770 2
Investment and other assets  ..... .ee 8,648 i1
Office equipment .......... cenes aee 351 .
Delivery equipment .......  ..... PO 2397 3
Plant equipment .........  ..... 11,037 14
Buildings .......ocivvnvee aseee - 9,082 11
Land and improvements.... e .- 3,149 4
Total assets .......... e iee $80,602 100
Increane Discreass
Patrons’ accounts payable. $19,015 23 ... vee
Trade accounts payable.... 4,244 5 S .
Trade notes payable ...... 1,436 2 ... .
Bank notes payable ....... 486 i veeea .
Other current liabilities. ... 443 S vos
Fixed Habilities ..........  ..... wee K% cus
Capital stock ............. 28,530 I L. e
Reserves ........cocevone- 19,047 23 ..
Undivided profits ......... 7,764 W L.
Total equities ........ $B80,965 10¢ $ 363 aes

Totals .......ce....... $80,965 100 $80.965 160
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reduce liabilities whereas 99.5 percent went into increased asset values
{table 59). The largest increase, 29 percent of the total, was in
receivables, the direct result of growth in volume of business. About
17 percent of this increment was invested in equipment and 15 percent
in rea] estate. The increase in net worth was the important source of
funds, equivalent to 68 percent of the whole. It was partly the result
of the sale of stock and partly of plowing earnings back into the busi-
ness. Twenty-three percent was derived from curreaf accounts due
patrons for produce, the increase, like the corresponding one in receiv-
ables, being directly due to the larger volume of product handled at the
iafter date.

As the cooperatives have grown their financial condition has
improved, both with regard to their current position (tables 60, 61 and

TABLE 60.—AVYERAGE WORKING CAPITAL AND ITS RELATION TO INVESTMENT IN FIXED
ASSETS AND TOTAL I'NVESTMENT; 16 coopEraTIvEs, 1922-1929

Working capital

In percentage  In percentage

Year Average value of fixed assets of total assets
022 i iaras i $—803 -2 —1
| 5 6,319 12 7
W24 L e 6,028 10 6
1925 i e ieiaiiaaaaanas 9,889 16 9
32 8,974 13 7
027 i i iiciscriens 13,667 18 b
372 S 18,186 24 12
R 17.740 23 11

TapLe 61 —CuURRENT RATIO; 16 coopERATIVES, 1922-1929

Nurmsher of zssociations withx
Corrent ratio current ratic of:
Range
[P — Less 1ts 1.58 to 2 and

Year Low High Average than 1 1.4% 1.99 over
022 ..., 043 1.56 097 10 5 1 .-
1923 ........ .54 274 1.23 5 & 4 1
924 ... ..., 0.61 1.64 1.14 5 10 i ..
925 ........ .66 202 1.25 3 9 3 1
1926 ... ... 6.36 244 128 4 8 3 1
927 ..., 0.51 276 1.33 4 & 5 1
028 ........ 0.722 322 1.43 4 7 3 2
1929 .. ... ... 0.77 292 1.41 2 9 3 2

figure 12) and their ultimate solvency (table 62 and figure 13). In
1922, 10 of the 16 reported current liabilities in excess of current assets
and, on the average, the group showed such an excess of liabilities,
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CURRENT
RATIO

Y

| {
] 1 ! J ] H L 1
1922 B2%  ®24 1925 B2 9Z7 1928 a8

<
Fic. 12—Current ratio. Average and range, 16 cooperatives, 1922-1929,

amounting to $800. During the following years the working capital
increased somewhat irregularly until, in 1929, it averaged approximately
$18,000, being equivalent to 23 percent of the fixed assets and to 11
percent of the total assets. In the latter year only two associations had

TasLE 62—MEMBERS EQUITIES IN THEIR ASSOCIATIONS ; 16 cooreraTIVES, 1922-19%

Members’ net wortk in Number of ssaociations whose members'
percentage of total vet worth in percentage of total
investment investment was:
Range
—_—— Average Lexa 4 to 56ts 60and
Year Low High percentage  than 40 %3 59 over
1922 oo -2 & 45 5 8 5 ..
1923 ... 32 60 53 1 4 9 2
1924 ........... 41 &8 53 . 6 6 4
1925 ............ 48 75 58 . 1 11 4
1926 ... ........ 47 73 57 . 4 5 7
927 .. 40 72 57 1 5 4 H
f5:7: - S 40 83 59 . 3 ) 7
1929 . ....c..... 30 &3 58 2 3 3 8

current Habilities in excess of their current assets. Similarly the mem-
bers’ equity in their organizations climbed from 45 percent of the total
equities in 1922 to 58 percent in 1925 and held at that point thereafter.
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PERCENTAGE
100

-20 WANA | } i j | i | H
Vezz 23 w24 1825 1826 1827 19284  19%9

Fi16, 13.—Percentage members’ equity was of the total investment. Average aund
range, 16 cooperatives, 1922-1929,

Operating Items—The net sales of the cooperatives increased
rather steadily from 1925 to 1929 at an average rate of 12.5 percent
per year, the average for the 20 for which complete records for the five
years are available climbing from $345,000 to $553,000 (table 63}. The
average volume of sales of the stock companies rose from $70,000 in
1926 to $85,000 in 1928, but fell back to §63,000 the next year. In the
case of one cooperative and eight stock companies the volume of
business declined during the periods noted,

TABLE B3 —AVERAGE VALUES OF NET SALES; 20 COOPERATIVES, 1925-;2929, Anp 18
STOCK COMPANIES, 1926-1929

Year Cosperatives Stock companies
Number of sssociations 20 18
$345003 2 .....
381,427 $69,992
433,853 80,638
501,671 84,581
553,415 69,052

The expense accounts of the cooperatives did not increase to the
same degree as did their sales volume, so the proportionate share of the
receipts used to defray operating costs declined between 1925 and 1929
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{table 64 and figure 14). At the beginning of the period 16 cents of
every sales dollar was absorbed in defraying the operating expense but
in 1929 this figure had fallen to 14 cents. All three groups of expenses,

Tasie 64.—OPERATING COSTS RELATIVE TO NET SALES; 2 COoOPERATIVES, 1925-1929,
AnDp 10 srocx companizs, 1926-1929 ’

Operating costs in percentage of net salew
Average

net sales Salaries Real Ofion and
Year {thousands) wages wstaie genersl Total

‘Twenty cooperatives

$345 54 08 9.7 159

s 5.5 08 92 i55

434 54 08 g 15.2

501 5 08 g1 139

553 49 0.7 82 138

Ten stock companies

|37 . S $ 70 .- .. . 10.5
1 7. 81 32 03 58 94
37 S 85 33 0.2 51 8.6
7. 69 32 0.4 7 10.6

labor, real estate and general, declined relative to sales, the reduction
being most rapid in the general and least rapid in the real estate group.
Among the stock companies also the percentage of net sales expended
for operating costs varied inversely with the volume of business, falling
in 1927 and 1928 and tising again in 1929,

PERCENTAGE
1.3
[+
(>3
13 A 1 1 i
B82S s 2y [T.-7_3 -s

Fia 14—Changes in the percentage of net sales used for operating expenses,
20 cooperatives, 1925-1929.
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The ratios between net sales and the assets of 16 cooperatives for
the seven years from 1923 to 1929 are given in table 65. Until and
including 1926 both the fixed and the total assets increased faster than
did the sales, the turnover of the former falling from 6.9 to 6.3 and of

TABLE 55 —AVERAGE TURNOVER OF TOTAL ASSETS AND OF FIXED ASSETS; 16 COOPERA-

TIVES, 1923-1929

Tumnover in net sales of:

Year ‘Totai investment  Fixed assets
L 38 69
L 35 &4
Y 36 &4
- 3.1 6.3
1027 it iicraaiciacenicssereerarnseiareanas 34 66
37 16 7.5
7. 35 84

the latter from 3.8 to 3.1. During the last three years sales rose the
faster, especially relative to fixed assets. At the close of the period
sales were slightly larger relative to the total investment, and appre-
ciably so relative to the investment in fixed assets, than at its beginning.

FAcToRS AFTECTING SERVICE To MEMBER-PATRONS
PURCHASING ASSOCIATIONS

While the limited number of the purchasing associations involved
renders impossible any detailed analysis of the factors which affect
their efficiency, there are two items in that connection which are worth
noting. In round numbers their 1929 volume of sales ranged from
$50,000 to $400,000. Each additional $100,000 worth of business was
accompanied by an average decrease in aperating costs of one cent per
dollar of sales. ‘

The eredit policies of two associations were in sharp coutrast.
With their consent data showing the effect upon operating costs and
upon financial condition of a liberal and of a conservative credit are
shown in table 66. Neither association conducted a strictly cash busi-
ness. The cooperative which has been somewhat lax in making collec-
tions and rather free in the extension of credit had the equivalent of 23
days’ sales outstanding in accounts receivable and, in addition, a con-
siderable contingent hiability for notes receivable discounted ; the other,
which had been more strict in this regard, had only the equivalent of
four days’ sales outstanding. The former was heavily indebted to trade
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creditors for supplies which cost it more than they should because it
was unable to take advantage of cash discounts. Of each dollar of net
sales 0.1 cent was consumed in losses due to bad debts while 0.4 cent
was spent for interest on borrowed capital. These two items are

TABLE 65—RELATION OF CREDIT POLICY TO OPERATING ITEMS AND FINANCIAL CON-
DITION ; TWO COOPERATIVE PURCHASING ASSOCIATIONS, 1929-1930%

. Credit policy
Item Libera! Consarvative
Days’ gales outstanding in receivables........... 23 4
Value of net sales................ SO L. $391,993 3357206
Sales per man unit......i.en.... veean .~ $ 77119  $113760
Tumover of total investment.......... eemrrariaianenn . 8 14
In percentage of net sales:

GT0S5 TATRIM o.vvvurnnenencarasenennrcaransssnersre 37 48
Salaries and wages............ feannereerrrraanres 1.8 22
Real estate expense.......ceurevriorcceeonsssonne 03 02
Loss from bad debts..... Wrereatsererrcenarrrarrent 0.1 ..
Interest on investment..........eeusen 08 0.5

 Other expenses .......... Cresrerierrrin e rirarans 1.1 0.6

Total operating expense .........covcvvvinnnas 41 35

Net opernting COME.. . .oeinn s innnnann —{).4 13
Accounts receivable as percentage of total assets........ 60 16
Cash as percentage of current liabilities. .., 3 3,688
Current FALio .o....vnciriiiericraniranne 1.13 60.70
Net worth as percentage of total assets...........0.0uss 8 o8
Surplus and reserves as percentage of net worth......... 16 74

* Published with permisgion of the associations.

equivalent to half the difference between the operating costs of the two
associations. The one was in an extremely weak position hoth as
regards current solvency and as regards ultimate solvency ; the other
was in an extremely strong one.

DAIRY MARKETING ASSCCIATIONS

Type of Business—The differences in operating items among the
16 associations whose major business was the shipment of fluid milk
and the 11 butter factories {mostly stock companies) are indicated in
table 67. The operating costs of the former group amounted to 47
cents per hundredweight of milk equivalent and to 14 percent of the
net sales; for the latter they were only 28 cents a hundred and 12 per-
cent of sales. However, this saving in plant costs of 19 cents a hun-
dred was much more than offset by a difference in favor of the milk
shipping companies of 86 cents a hundred in net sales. These differ-
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TABLE 87 —RELATION OF TYPE OF BUSINESS TO OPERATING ITEMS, 1923

Trpe of business
Milke Butter All associz-
Operating  itema hip 13 ki Hens
Number of 3550¢iations ......ovvvriurcianns i6 11 27
Qperating items in percentage of net sales |
Gross margin .......cicriireacaennacasen 138 i13 128
Total operating €Xpense .......cvevievnnsen 143 146 132
Net operating IRCOME ,....0vareveracnnsens —05 —0.3 —{34
Other Income _.....iiirnvinrcarirnrcnnrean 19 i4 17
Net income for distribution ............... 14 11 13
Operating items per 100 pounds of 3.7 milk equivalent
cents tenty aenis
Net 52188 wivrvviiencrsiraciicrrencscrsanan 331 245 206
Gross Margifl oc.oeveeneccrinnrranvsaranrsn ' 45 28 39
Total operating expense .......ceeeereesess 47 28 Y

ences in operating items are also reflected in the various operating
ratios (table 68). Rates of turnover were lower among the shipping
stations and their accounts receivable were large relative to those of
the butter factories,

TasLe 68—TYPE OF BUSINESS AND OPERATING RATIOS ; 28 ASSOCIATIONS, 1529

Major enterprise

Mik Batter All associa.
Operating itemsx shipment making tiony
Number of associations.......ccenviaasavians i6 12 28
Turnover of total investment .....veesarneen 4.4 39 5,
Turnover of fixed assets............. ssenas 104 4.2 12.
Percentage of nest sales required to yield 10
percent gn net worth ........vieimiiniaen 16 i3 14
Percentage of net sales reguired to yield

wi

6 percent on capital StoCK. ..ccvrrerrnesna Q. 03 84
Days’ szles outstanding in accounts receivable 23. 13. 15,

If the cooperative proup be subdivided (table 69) it will be found
that as the percentage shipped as fluid rises, operating costs at first
increase, but as the figure passes beyond 63 the tendency is reversed
and decline sets in, both relative to sales and relative to the amount of
product handled, while the value of net sales per hundred continues to
increase. Thus in the group of seven cooperatives which shipped more
than 65 percent of their receipts as fluid, operating expenses were seven
cents less per hundred and two cents less per dollar of sales than the
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average of the nine which shipped between 40 and 65 percent in fluid
form and at the same time net sales were 10 cents a hundred higher.
This saving in operating costs was effected in spite of the fact that the
volume of sales in the former group averaged $200,000 less than in the

TABLE 6§9.—RELATION BETWEEN THE PERCENTACE OF DELIVERIES SHIPPED AS FLUID
MILK AND OPERATING ITEMS; 21 coorEmaTIvEs, 1929

Percentage of @eliwg&m shipped

a3 Buid mi
Lesa than 49 to More than  Alt associa-

40 &3 &5 tions

Number of associations......... 5 g - 7 21
Average percentage ............ 5 53 77 4%
Average net sales (thousands}.. $162 $733 $531 $530

Operating items in percentage of net sales

Gross margilt vvvvcecrrervoninas iz4 14.1 129 13.3
Salaries and wages .........- 43 54 43 48
Real estate expense..........- 4.5 08 0.6 0.7
Hauling and trucking ........ 1.5 14 13 14
Creamery supplies ........... 2 i1 07 1.2
Equipment expense .......... 07 1.8 14 1.4
Heat, light, power and water.. 1. 12 09 1.
Ice and refrigeration ......... 0.1 03 8.5 0.3
Commissions and brokerage. .. 0.1 02 9.5 0.3
Interest on investment ....... 15 1.5 18 1.6
All other expense ,........... 1.1 1. 0.7 09
Total operating expense.. 128 147 12.7 116

Net operating income..... —04 —0.6 0.2 —~i3.3
Other income ........... 1.3 16 1.7 16

Net income for distribu-

THOM cevvrninccinnnnrnns 09 1 1.9 13
Number of associations ........ 5 8 7 20
Average percentage shipped as

fluid ..oooiemii i 5 S5 7 50
QOperating items per 100 pounds of 3.7 milk equivalent

cents cents cents cents

Net sales ..cocvvvennnrncnnn.s 258 330 340 316

Gross margin ............... .e 32 48 43 42

Total operating expense ........ 33 50 43 43

20 of‘gebezih: &ﬂm determination of operaticg costs per handradweight of mdlk in onfy
latter. The savings in the expenditures for labor and supplies and in
equipment costs were especially noticeable and those in real estate
expense and in the cost of heat, light, power and water appreciable.
On the other hand refrigeration, commissions and interest charges
absorbed a2 somewhat larger share of the net sales of those shipping
over 65 percent as fluid than they did in the other group.
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Thus operating costs have been dependent to a considerable extent
upon the degree of specialization of the operations of the associations,
whether the main product be butter, fluid cream or fluid milk. This is
further illustrated in table 70 in which the cooperatives are grouped

TaBLE 70.—RELATION OF DIVERSITY INDEX OF SALES TG OPERATING ITEMS; 20 Co-
OPERATIVES, 1929

Diveraity index of net sales
Less than 1.3t Morethan Al associa-
Opentting item t.3 2 tions
Number of associations .......- 7 7 7 21
Average diversity index ... 1.1 1.7 25 18
Average net sales (thousands).. $279 $730 $580 $530
Operating items in percentage of net sales

Gross margin L...csirricasneac 138 122 139 13.3
Salaries and wages .......... 4.3 44 55 48
Real estate expense .......... 3.6 0.7 7 8.7
Hauling and trucking ....... 0.8 16 18 id
Creamery supplies ..oivavua.. 13 68 15 1.2
Equipment expense .......... 1.2 14 i6 14
Heat, light, power and water. . ¢9 1. i2 1.
Ice and refrigeration ......... 33 03 8.2 03
Commissions and brolerage.. . 0.4 04 01 4.3
Interest on investment ....... 1.6 il 15 16
All other expense ............ a8 ¢.7 Ll a9
Total operating expense.. 122 13.3 152 138
Net operating income.... 16 —i.1 —1.3 —03
P ointOme .iiircensnn 17 1.7 14 1.6

Net income for distribu-

HOM tevieirecincnncnnen 33 0.6 8.1 i3
Number of associations......... 7 7 ] 26
Average diversity index......... 1.1 17 25 1.7

Operating items per 100 pounds 3.7 milk equivalent
centa centa cents centa
Net sales coiivviireriinsnvisen 297 333 3i6 316
Gross MAargifi v.ovsavercvancanss 40 4Q 47 42
Total operating expense........ 35 44 51 43

according to a weighted index of the number of products marketed. As
the diversity of their operations increases the operating expenses rise
from 12.2 percent of sales in the group of seven with an average index
of 1.1 to 15.2 percent in the group with an average diversity index of
2.5. There is a difference of 16 cents per hundredweight of milk
equivalent between the operating costs of the two groups. The most
important savings were made in labor, trucking and equipment charges.
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While no significant differences in financial condition were apparent
between the butter, cream and milk shipping groups as a whole, there
seems to have been an appreciable association between the degree of
specialization and financial set up and solvency (table 71). DPlant

TaBLE 71—RELATION OF BIVERSITY OF BUSINESS 10 FINANCIAL coMpimion; 21 Oo-
DPERATIVES, 1929

Divervity index of net maies
Lesa than Lite More than
1. 3 2

© Faotor 3
Number of associations..........occcvveencreans 7 7 7
Average diversity indeX ....vviviiiriinrrinaan. 1.1 1.7 2%
Plant equipment as percentage of fixed assets.... 3 40 4
Fixed assets as percentage of total assets........ 47 43 48
Current Liabilities as percentage of total equity.... 29 33 41
Working capital as percentage of total assets. ... 21 9 7
Cash as percentage of current liabilities,......... 65 22 4
Current ratio ....oiovrrivrnreiarsosecirriscones 1.72 1.26 1.
Net worth as percentage of total equity.......... 1 57 48

equipment was a more important item in the balance sheets of the
cooperatives carrying on diversified operations than in those of the
others, accounting for 54 percent of the investment in fixed assets in
the group with a diversity index higher than 2 and only 33 percent in
the group with an index of less than 1.3. However, the proportion
of the total investment tied up in fixed assets was practically the same
in the two groups. Both as regards current solvency and wultimate
salvency the more specialized group was the stronger. Their current
liabilities were less in relation to their total equities, their cash position
was rhuch stronger and the ratio of their current assets to their current
liabilities higher than was the case with the associations whose business
was more diversified. The average equity of the members of the
former group was 71 percent of all equities; that of the latter group
was 48 percent.

In the competitive struggle for fluid market outlets the associations
which succeed in selling a high percentage of their product as market
milk profit not only because of the increase in receipts resulting from
sales in the high priced section of the market, but likewise through
the savings in operating costs made possible by specialization.

Unlike the ordinary commercial corporation the cooperative cor-
poration touches the financial interest of its members not only through
its dividend rate and through changes in the value of their equity in it,
_ but even more nearly through the prices it pays for raw material
Cooperatives are commonly, and rightly, regarded as successful or
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unsuccessiul according to the prices they pay for milk and to their
financial condition.

The important bearing whick participation in the fluid market has
upon the prices patrons receive is shown in table 72. An increase in
TanLe H.;Rﬂ.AnoN OF PERCENTAGE OF PELIVERIES SHIFPER AS FLUID MILK TO

PRICES PAID PATEONS; 18 COOPERATIVES WHICH BECEIVES ALL OR PART
OF THEIR DELIVERIES AS FLUID MILX, 1529

Py g g et
Less than 50 to More than Al associs-
‘ 30 65 65 fions
Kumber of 2550Ciations..........ca0- 5 6 7 i8
Average percentage shipped as fluid.. 35 58 75 58
Percentage of flurd receipts shipped as
1171 . S 57 61 84 69
Average price per hundredweight paid
fluid patrons ...........cciineanns $2.70 $2.77 287 279
Average price per pound fat paid
CTEAM DPALTONS +oveevevnnronrsvnnnn $0.56 $0.52 $.57 $.55

fluid sales from 35 to 58 percent of deliveries was a:ccompanied by a
seven-cent increase in the price to fluid milk patrons. A further increase
in fluid sales to 75 percent meant an additional 10-cent rise in price,
a total difference between the high and low groups of 17 cents a
hundred. Even this price differential in favor of the patrons of the
associations which sold the higher percentage of their product in fluid
markets does not tell quite the whole story of their relative advantage.
The book value of the stock of the seven associations which sold more
than 65 percent of their milk in fluid form increased on the average
$3,062 per association or nine dollars per member, while that of the
five associations which sold less than 50 percent as fluid increased only
$660 per association or two dollars per member {table 73). The effort
TABLE 73.—PERCENTAGE OF DELIVERIES SHIPPED AS FLUID MILE AND INCREASE IN

NET WORTE ; 18 COOPERATIVES WHICH RECEIVED ALL OR PART OF THEIR
DELIVERIES A5 FLUID MILK, 1929

Percentage of deliveries shipped as
. Buid mitk

Lasa than 0t More than Al associa-
50 85 65 tiona
Number of associations.......... 5 & 7 18
Average percentage shipped as fluid 35 58 75 58
Net worth as percentage of total :
BQUILEE . ooiiiiiaiiiinaneriaan 45 57 & 56
Increase in met worth per asso-
clation, I929. ... ceivnnrnananes 560 $1,988 $3,062 $2,036

Increase in pet worth per member,
3020 L iiiiiiiiavresvatanans $ 2 $ 7 $ 9 $ 6
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to meet competitive prices makes it impossible for the cooperatives
which do not secure their proportionate share of the fluid market to
build up their reserves as rapidly as their more fortunate fcllows,
That similar relationships have existed in past years as well is indicated
by the fact that the members’ equity in their associations is only 45
percent of the total equities in the first group, whereas it is 64 percent
in the last group.

Volume of Busmess—Among the 11 butter factories for which
operating data were available there was little relationship between size
and operating costs, and such differences as existed were in favor of
the smaller associations (table 74). There were seven whose net sales

Tanig 74—VOLUME OF BUSINESS AND OPERATING ITEMS; 11 BUTTER FACTORIES, 1929

Vaiue of net ssles

Lessthan  More than All ansocis:

$100,000 $100,000 tions
Number of associations..............c.....n 7 4 i1
Average net sales {thousands)............. $49 $152 $36
Percentage of total receipts from sale of butter 97 a2 o4
Operating costs in percentage of sales....... 11.7 118 16
Operating costs per pound fat {cents)....... 723 84 7.7
Net sales per pound fat (cents)............. &2 73 66
Average price paid per pound fat (cents),.. 35 65 5

ranged from $39,000 to $60,000 with an average of $49,000 and four
with sales running from $126,000 to $206,000 and averaging $152,000.
The operating expenses of the larger associations were slightly higher,
the difference amounting to a cent for each pound of butterfat handled.
On the other hand they sold their product to better advantage, their
net sales amounting to 73 cents for each pound of fat, 10 cents a pound
more than the average of the smaller associations and, hence, the per-
centages of sales consumed in operating expenses in the two groups
were virtually equal. These differences in price and in operating costs
in some small part are attributable to the fact that the larger associa-
tions were less exclusively occupied in butter manufacture, members of
the one group deriving eight percent while those of the other gained
only three percent of their income from the sale of other products.
The advantage of the smaller associations in operating efficiency was
slight ; indeed probably all that can be said with assurance is that there
was no increase in efficiency associated with large volume operations.
However, the advantage which the larger associations held in the sale
of their product was marked and was directly reflected in the payment
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of a price for cream approximately 10 cents a pound higher than the
average paid by the other group.

The 14 cooperatives which shipped more than 40 percent of their
milk in bulk to southern New England and New York markets fall
into three rather sharply defined groups (table 75). There were three

TasLE 75—VOLUME OF BUSINESS AND OPZRATING ITEMS; 14 COOPERATIVES WHICH
SHIPPED MORE THAN 40 PERCENT OF THEIR RECEIPTIS AS
BULK FLUID MILE, 1929

Value of net sales
$150,000 %0 $300,000tc  More than Al azsocia-

$200,008 $400,000 $660,000 tions

Number of associations......... 3 5 6 14
Average volume of sales

(thousands) .c.vvvnvrenrnocns $173 $330 $1,024 $594

) Operating items in percentage of sales

Gross margin .......oooviiianse 13. 123 14.5 134

Salaries and wages........... KR4 41 53 46

Real estate expense.........-- 0.4 07 08 0.7

Hauling and trucking......... 35 0.4 1.3 14

Creamery supplies ........... 1. 0.5 1.2 0.9

Equipment expense .......... 08 1.2 22 1.5

Heat, light, power and water.. 08 1. 1.3 11

Ice and refrigeration......... 0.5 0.3 04 04

Interest on investment........ 15 2, 17 18

All other expense............ 0% 1.2 14 1.2

Total operating expense.. 13.2 114 156 13.6

Net operating income..... —0.2 0.9 —]1.1 —02

Other income ........... 1.4 21 17 1.8

Net income for distribution 1.2 3. 0.6 16

Number of associations......... 3 5 5 13

Operating items per 100 pounds 3.7 milk equivalent

cents oents cents cents

Net sales ...o..oivviniiiiinnnns 305 335 331 327

Gross margin ...o.ovicieviianns 40 41 50 44

Total operating expenses........ 4 K:. 54 44

whose net sales were between $150,000 and $200,000, five with sales
between $300,000 and $400,000 and six whose sales amounted to
more than $600,000. The total operating costs were somewhat Iower in
the middle group than in that composed of the smallest associations,
the difference amounting to slightly less than two cents for each dollar
of sales. It will be noted, however, that the margin between the two
is more than accounted for in the one item of trucking and that the .
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general operations of the relatively small plants seem to be semewhat
more efficiently conducted. The high trucking charge in the first group
seems due to the fact that two of the three plants are “off-rail,” in
other words to location rather than to lack of volume of business. No-
evidence is in hand indicating that any of the fluid milk shipping
cooperatives were handicapped by failure to secure sufficient volume
for efficient plant operation.

On the other hand the operating efficiency of the group of six
cooperatives with sales in excess of $600,000 each, averaging more than :
$1,000,000, appears to have been distinctly inferior to that of the
smaller zassociations. Their total costs were four cents higher for each
dollar of sales and nearly 16 cents more per hundredweight of milk
equivalent than those of the middle group. Furthermore, each separate
itern in the operating expenses—except interest on investment—is higher
in proportion to sales among the larger than among the smaller asso-
ciations. Salaries and wages absorbed 1.2 cents more of each dollar of
sales, trucking 0.9 cents more, equipment expense a cent more and so
on down through the list.

The position of the three groups with respect to labor usage, the
most important single cost item, is indicated in table 76, There is little

TABLE 76—VOLUME OF BUSINESS AND LABOR EFFICIENCY; 14 COOPZRATIVES WHICH
SHIPPED MORE THAN 40 PERCENT OF THEIR RECEIPTS AS
BULK FLUID MIX, 1929

Value of net mles
$150,000t0  $300,000 to More than Alf associz-
$200,000 $400,508 $600.000 tions

Numher of associations...... 3 5 6 14
Average volume of sales

{thousands) ............. . %173 $130 $1.024 $594
Sales per man unit

{thousands) ............. $35 $ 40 $ 33 $ 3
Butterfat per man unit

{thousands of pounds).... 43 42 3 38
Salaries and wages per dollar

of sales (cents).......... 38 4.1 53 4.6
Salaries and wages per hun-

dredweight of milk equiva-

lent {centsY .. __......... 12 14 18¢ 15+

* Five and 13 associstions respectively.

to choose between the two lower groups. The smallest associations
handled a little more butterfat for each man employed, but since the
prices they received were lower the dollar volume of their sales was
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less per man unit than that of the intermediate group. The average
large association sold only about four-fifths as much per man, in dollars
or in butterfat, as did those whose sales ran from $300,000 to $400,000.:

Since the records of only a2 few associations are available one can
not speak with entire assurance as to the reasons for the failure of the
large cooperatives to hold down their operating costs; however, at
least two factors are definitely involved, namely, their relation to the
fluid milk market and their ownership of outlying stations.

The larger associations failed to secure in 1929 their proporiionate
share of the fluid market (table 77). Their fluid milk shipments were

TanLe 77 —VOLUME OF BUSINESS AND FERCENTAGE OF DELIVERIES SOLD AS FLUID; 14
COOPERATIVES WEHICH SHIPPED MORE THAN 40 FERCENT OF THER
RECEIPTS AS BULX VLUID MILE, 1929

Valne of net sales
$150.888t0 $306.858 to More than All associa-
$200,05008 $400,000 $6002,000 tions
Number of associations...... 3 5 ] 14
A\Eet?ge valu)me of sales s173 £330 $1.024
ORSANAS) L..iceencenens 1,02 $594
Percentage shipped as fiuid.. 66 72 55 59

equivalent to 55 percent of their receipts while those of the other two
groups were equivalent to 72 and 66 percents. The effect of specializa-
tion upon operating costs has just been discussed. The necessity which
this group was under of handling 45 percent of their intake in forms
other than that of fluid milk has inevitably increased their plant costs,

Another characteristic differentiates the group of large associations
sharply from the others. Each of the six owned one or more outside
receiving stations in addition to its central plant, whereas none of the
members of the other two groups owned such supplementary plants.
The well defined gap which occurs between the middle and the last
groups in these tables already mentioned, there being no cooperatives
with net sales between $400,000 and $600,000, is significant in this
connection,

Fluid milk shipments made by the members of the groups of
large associations varied, in round figures, from 40 percent to 70 per-
cent of their total receipts, averaging 55 percent. This same range
included four of the smaller associations, two from each size group,
with an average percentage shipped as fluid of 57 percent and average
net sales of $262,000. Comparison of the operations of the coopera-
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tives owning supplementary receiving stations with those of the four
smaller unit plants which handled the same proportion of fluid (table
78) indicates that the larger volume of business secured through the
establishment or purchase of feeder plants was definitely associated

TABLE 78.—RELATION OF OWNERSHIP OF RECRKIVING STATIONS TO OPRRATING COATS:
10 COOPERATIVES WHICH SHIPPED BETWEEN 40 FERCENT AND 70 PERCENT
OF THEIR RECEIPTS AS FLUID MILK

Plants with
Unit outslde
plants ststions All plants
Number of associations............ ereeernen 4 6 10
Percentage shipped as fluid. .. .....ccvvvnnns 57 53 55
Average volume of business (thousmés) vee 3262 $1,024 $719
Operating items in percentage of sales
Gross margin ....oecvinrennnnnes errreesins 124 14.5 136
Salaries and wages......c..ooviriinnnns. 43 53 49
Real estate expense .........c0vveiennans 0.7 08 08
Hauoliog and trucking.......cccevecnvnnas 13 13 13
Creamery supplies ......... dbeeirinaaaas 0.6 1.2 09
Equipment expense ........ceeneecene. 1.2 2.2 18
Heat, Jight, power and water ........ veees 1.1 13 1.2
Tce and refrigeration.........cevmeeereeee a.1 04 0.3
Interest on investment..........cc.u... .- 1.6 1.7 1.7
Al ofther EXPEDSe. . crvivvrrrnrarrrsannnn . 08 14 i1
Total operating expense............. . 11.7 15.6 14,
Net operating income........coouunens 0.7 —1.1 —i.4
Other intome ....ccvviniinnnnn,. vees 2 1.7 19
Net income for distributien........... 27 26 1.5
Number of associations.....c.....ccceeneae. I | 5 9
Operating items per 100 pounds 3.7 milk equivalent
cents cents centa
Net sales ......... Crevssraaxas fecsreneeina 308 331 321
Gross Margin ....ovevenvenn. PO, 3o 50 45
Total operating eXpenses ........cevvscevae 36 54 46

with relatively low operating efficiency. Total operating costs were
four cents higher per dollar of sales and 18 cents higher per hundred-
weight. In every case the separate operating items were as high or
higher relative to sales among the large associations, the difference
being particularly marked in salaries and wages, equipment costs and
supplies. On the other hand the large associations disposed of their
product to better advantage than did the smaller ones with the same
proportion of fluid sales, their net sales averaging 23 cents a hundred
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higher, thus more than offsetting the losses due to lowered operating
efficiency.

Since they were selling more of their product in the high-priced
section of the market and were operating at a relatively high level of
efficiency, five associations with unit plants and with sales ranging from
$300,000 to $400,000 as a whole were in better financial condition than
either the larger or the smaller associations taken as groups, both with
respect to their current position and to their ultimate solvency (table
79). Their members’ net worth was equivalent to 66 percent of the

TaBLE 79.—VOLUME OF BUSINESS AND FINANCIAL CONDITION; 14 COOPERATIVES
WHICH SHIPPED MORE THAW 4) PERCENT OF THEIR RECEIPTS
AS BULK FLUID MILK, 1920

Value of not sales
$150,000 to  $300,000 to Moze than All aseoeia-

$200,000 $400,000 $660,800 tions
Number of associations..... 3 & 6 4
Average volume of sales
(thousands} ........... $173 $330 $1,624 $564
Carrent ratio ......ceveennn 1.22 148 132 134
Members equity as percent-
age of total equities....... 57 64 5 57

total equities as compared to 57 and 54 percent for the other two; for
each dollar of current liabilities they had $1.48 in current assets, the
other two groups $1.22 and $1.32 respectively. Between the first and
the last groups the differences were slight.

The final result of the differences in volume of business and in the
factors associated therewith may be seen in table 80 which shows the
average prices paid to patrons in each group. Returns to fluid patrons
of the members of the second group were 15 cents a hundred more
TasLe 80.—RELATION OF YOLUME OF RUSINESS TO PRICES PAID PATRONS; 14 COOPERA-

TIVES WHICH SHIPPED MORE TEAN 4{) PERCENT OF THEIR RECEIPTS
AS BULK FLUID MILK, 1929

Value of net azles
$150,600t0  $300,800 to More than Al associa-
$200,500

$400,800 $600,800 tions

Number of associations...... 3 g & 4
Average volume of sales

(thousands) ............. $173 $330 $1.028 $554

Average price per hundred-

weight paid fluid patrons.. $ 277 $ 252 $ 270 $ 280
Average price per pound fat

paid cream patrons........ $ 053 $ 0352 $ 6352 $ 052
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than those received by the patrons of the three smallest associations
and 22 cents a hundred more than the average received by patrons of
the six largest associations.

Location.—Ready access to rail facilities might be expected to be
of especial importance in relation to the operating costs of associntions
whose major business is the shipment of fluid milk. However, the
difference was negligible between the average total operating costs of
the eight milk shipping stations with loading tracks and those of the
five without railroad sidings and located at an average distance of #ix
miles off rail (table 81). Of course the trucking charges of the latter

TabrLe Bl —RELATION OF RAIL FACILITIES TO OPERATING ITEMS: 13 coorzmarives
WRICH SHIFFED MORE THAN 50 PERCENT OF THRIR RECRIPTE
AS FLUTD MILEK, 1929

All sssocia-
On il O il tions
Number of associations........ 8 5 13
Average net sales {thousands} $712 10 $557
Percentage shipped as fluid............ ceens 67 63 66
Operating items in percentage of net sales
Gross MATEHL +.uvuersnssserssnssrsasassnns 124 122 123
Salaries and wages........ frestrsrrnernee 44 41 4.3
Real estate expense........... crersearres 08 0.5 0.7
Hauling and trucking........... trseerrna 0.5 2.2 12
Creamery supplies.......... craraas treaens 0.5 09 07
Equipment expense........vveveeirnomccas 1.7 1.1 14
Interest on investment.......... semsesvrs i9 15 1.7
All other expense.......cceuu. cerrmaeeans 24 26 25
Total operating expense.............. 12.3 129 12.5
Net operating income.....cocovvvenn. 0.1 —0.7 -0.2
Other income......ccvivevrvenrvenens 19 1.7 18
Net income for distribution........... 20 18 16
Operating items per 100 pounds 3.7 mitk equivalent
cents cents cents
Net 52188 oovinvnviiivnensrienronssnsscenns 347 301 329
Gross margin.........ovivvuian, P iea 43 37 4t

Total operating expenses............... P 42 39 41

group were much higher, five cents per hundred and 1.6 cents per dollar
of sales, than were those of the first group, but this difference was
largely offset by savings in real estate, equipment and interest expense.
The associations which were located on rail were not superior to the
others in operating efficiency but they did sell their product to markedly
better advantage. The percentage which they sold as fluid was slightly
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Iarger and their net sales amounted to 46 cents a2 hundred more than
did those of the more remote cooperatives.

Deliveries—Operating costs of the 10 cooperatives whese receipts
of milk and cream showed relatively large seasonal variation were
lower on the average than those of the 11 whose patrons deliveries were
- more evenly distributed throughout the year {table 82). The difference

TabLr 82 —RELATION GF SEASGNAL VARIATION IN DELIVERIES T0 OPERATING ITEMS;
21 cooPERATIVES, 1929

Cosfficient of varisbiity

Less than ¥ ar Alf associa-
3 more tions
Numbsar of associations.........ccveecennnes il 10 21
Average coefficient of variability............ 15 25 20

Operating items in percentage of sales

Gross MATEIM. . cocvcrrirranracarsnntancans 146 119 133
Salaries and wages........iiiieiiaeiinns 54 4.1 48
Real estate expense.......c.ciisvcrvnries 0.8 06 87
Equipment eXpense........civvescrcnanncs 1.2 16 14
Interest on investment.......cvcvcecraarnn 1.7 1.5 1.6
Al other expense.......ccveeveccnnrnnnns 54 48 51
Total operating expense.............. 14.5 126 136
Net operating Income.....ocvvceenn.s a1 —47 —0.3

between the two groups is most noticeable in the item of salaries and
wages, but real estate expense as well as interest and miscellaneous
charges were also lower in the group of associations whose receipts
were more variable. The reason for this apparent advantage is not
clear. Seasona] fuctuation in volume of business is commonly re-
garded as z handicap and it is uniikely that it is an advantzge here, but
it is at least certain that such variation as occurred was not sufficient
to affect operating costs adversely.

Adeguacy of Original Financing—Data indicating their financial
conditions shortly after organization were available for 16 cooperatives
organized prior to 1922, At the time, 11 to 22 months from their
respective dates of incorporation, the value of their outstanding capital
stock varied from 14 to 55 percent of their total investments, averaging
34 percent. In only two associations did it exceed 50 percent of the
total investment and in only one was it in excess of the value of the
fixed assets. In nine cases part of the permanent investment was being
financed by short term credit, chiefly bank loans, some of which were
secured by members’ demand notes as collateral while some were
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unsecured. Five statements showed deficits, two of them in excess
of the par value of the outstanding capital stock. The capital stock
of eight was equivalent to less than a third and of eight to more than a
third of the investment. The difference in the adequacy of the original
financing of the two groups has no apparent bearing upon their subse-
quent financial condition (table 83). As early as 1925 the group whose

TABLE 83, —RELATION OF ORIGINAL METHOD OF FINANCE TO SURSEQUENT FINANCIAL
CONDITION ; 16 COOFERATIVES

Capital stock as percentage of
tolal assets 1} to0 22 months

from date of incorporation
Leas than More than Alf associa-
33 percent 33 percent tlons
Number of associations........ 8 8 16
Average percentage........... 24 43 M
Eleven to 22 months from date of incorporation

Average tofal investment...... 72,264 ;_562,72? 62,496
Average working capital...... 11,373 759 7,566
Working capital as percentage

of total asseis........c cuuee —16 —7 —i2
Current ratic ......ovvvvveen. 0.71 083 076
Surplus and reserves as percent-

age of net worth.......c.... 11 R 5

Same associations in 1925

Average total investment...... $ 90,474 $104.919 $ 97.696
Average working capital...... $ 734 $ 709 $ 7219
Working capital as percentage

of total assets.._........... 7 g 7
Current rmatio........oovvinen. 1.25 1.24 124
Surplus and reserves as percent-

age of net worth............ 45 32 30

Same associations in 1929

Average total investment...... 142,620 $164,499 153,560
Average working capital...... . 13,163 % 14,518 3840
Working capital as percentage

of total assets............... 8 10 9
Current Tatio........ocvrrnere 1.22 1.28 1.25
Surplus and reserves as percent-

age of net worth............ 45 33 39

members had financed less than a third of their investment by the sale
of capital stock was in as strong a financial condition as the other,
while both had improved their condition markedly in respect to their
current position and to their solvency. In 1929 there was no significant
difference in financial strength between the two groups.

Labor Efficiency—The most important single item of cost was that
of salaries and wages. The bearing of the effective use of labor, as
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measured by the volume of sales per man employed, upon the share of
the net szles paid. out to employees is indicated in table 84. Labor
costs per dollar of sales were only 2 little more than half as much,
3.6 cents as against 6.7 cents, among the seven associations whose sales
were more than $35,000 per man as they were in the group of six
with sales per man of less than $30,000. All other important items of

TanLe B4 —RELATION OF SALES PER MAN UNIT TO OPERATING ITEMS; 20 cooPERA-
TIvVES, 1929

Net sales per man unit
Less than $30,000 to More than Al zssocia-
tians

$36,000 $35,000 $35,000

Number of associations......... 6 7 7 20
Averaze sales per man unit

{thousands} ...cviuuviiininns $23 $iz2 $43 $33

" Operating items in percentage of net sales

Gross Margi.........cvesniiss 18.2 122 iz, 13.3

Salaries and wages........... 6.7 4.3 36 48

Real estate expense........s.. 0.9 0.7 8.5 0.7

Hauling and trucldng......... 14 14 14 14

Creamery supplies............ 1.6 1.5 0.7 1.2

Eguipment oXpenst......ce..s ig i4 i. 14

Heat, light, power and water.. 12 1.1 838 1.

Interest on investment........ 2. 14 14 16

All other exXpense....iivurens 17 i4 14 15

Total operating expense... 17.3 13.2 108 136

Net operating ncome..... —1.1 —1. 12 —83

Other ncome............ 18 1.6 1.5 1.6

Net income for distribution 0.7 .6 z7 i3

Operating items per 100 pounds 3.7 milk equivalent

centy zents cents cents
Net sales ...ovviennivnarnennns 323 31 313 316
Gross mAargin .o.iavnarrsrivanans 53 38 38 42
Total operating expense......... 57 41 34 43

expense, except trucking, also declined as the sales per man unit rose.
The cooperatives where labor was effectively handled were well man-
aged in other respects as well, The difference in total costs between
the first and the third group amounted to 6.5 cents for each dollar of
sales. Differences in the average prices received by the several groups
were not large. Net sales of the associations with sales in excess of
$35,000 per man averaged 10 cents 2 hundred less than those of the
associations whose net sales ran less than $30,000 per man, but their
operating expenses were 23 cents a hundred less.
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Operating Costs.—The relationship between the operating costs
of a cooperative marketing association and the prices which it can pay
its patrons for their product is direct and obvious. Among these dairy
cooperatives, however, the effect of variations in operating efficiency
upon milk prices was largely obscured by that of differences in the
more important and less stable factor of sales prices. Six associa-
tions whose operating costs were less than 38 cents a hundred paid six
cents a2 hundred more for fluid milk than a second group of six with
costs of 38 to 48 cents a hundred (table 85), but the prices paid by

TasLe 85 —0OPERATING COSTS AND PRICES PAID 70 FLUID MILX PaTEONS; 17
COOPERATIVES, 1929

Operating costs per 100 pounds 3.7 milk

equivalent
Leas than $0.38 to More than All xesocia.

$0.38% $0.43 $0.48 thons

Number of associations..... 6 6 5 17
Average operating costs per

hundredweight ........... $0.33 $0.43 $0.63 $0.45
Average net sales per hun-

dredweight .............. 3.18 328 345 3.29
Average price paid fluid

milk patrofis .....c..ee.. 283 277 278 2.80

those with operating costs of more than 48 cents per hundred were as
high on the average as were those of the middle group.

The effect upon producers’ prices of differences in net sales per
hundredweight is much more clear cut (table 86). Sales at higher

TasLE 86—NET SAL¥S PER HUNDREDWEIGHT ANRD PRICES PAID TO FLUID MILX
BATRONS ; 17 COOPERATIVES, 1929

Net sales per 100 pounds 3.7 milk equivalent

Less than $3ii0to More than All sssociz-

$3.10 $3.40 $3.40 tons

Number of associations..... 6 5 6 17
Average net sales per hun-

dredweight .............. $2.93 $3.27 $3.67 $329
Average operating costs per

lundredweight ........... 0.38 042 0.55 045
Average price paid fluid milk

PALrons ........civvvrann 2.68 2.84 288 280

than average rates tend to be accompanied to some extent by higher than
average operating costs, but the differences in costs are of less degree.
The average price paid by five associations with net sales ranging be-
tween $3.10 and $3.40 per hundred was 16 cents higher than that paid
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by associations whose net sales were less than $3.10 per hundred;
and further increases in net sales to more than $3.40 were accompanied
by an average increase of four cents a hundred to finid milk patrons.
While relatively high operating costs were the normal accompani-
ment of sales at relatively high prices the two were not inevitably asso-
ciated. There were three associations (table 87) whose net sales per

TABLE 87 —NET SALES PER HUNDREDWEIGHT, OPERATING COSTS AND PRICES PAID TO
FLUID MILX PATRONS

Net sales per 140 pounda
of 3.7 milk eguivalent

More than Less than All associa~
§3.25 $3.25 tions

Operating costs less than 40 cents per 100 pounds 3.7 milk equivalent

HNumber of assotiationS....evivarserenss 3 5 8
Average net sales per hundredweight.. $3.33 $2.93 $3.16
Average operating costs per  handr ed- -

weight .. ievrieiirracerancsncnnnmnans 0.35 0.34 0.34
Average price to fluid patrons........... 300 27 281

Operating costs more than 40 cents per 100 pounds 3.7 milk equivalent

Number of associations....iveiiierranss » 6 3 9
Average net sales per hundredweight..... $3.58 $3.07 3341
Average operating costs per hundred- '

R 171 11 SR 0.59 a47 .55
Average price to fluid patrons........... 283 2.69 278

All associations

Number of associationf....ecvnvaerernes 9 8 i7
iverzge net sales per hzmdrcdwmﬁm..a. $3.57 $298 - < ¥

verage operating costs undred-

weight ..uveicsnencesnss Dﬂ' .......... 451 439 045
Average price to flnid patroms........... 288 220 ZB80

hundred were above the median point of $3.25 and whose operating
costs were below the median cost of 40 cents a hundred. Their mem-
bers reaped the benefit of good management in the form of an average
price 17 cents higher than that of the six associations whose sales were
above median but whose costs were likewise relatively high, 30 cents
higher than that of the five associations whose costs were below median
but whose net sales per hundred were also relatively low and 20 cents
higher than the average of all associations.

Competitive Prices—Because of differences in the form in which
they are quoted and in butterfat differentials, and because a portion of
the returns of the patron of the cooperative may take the form of an
increase in the value of this equity in the property of his association,
an exact comparison between the prices paid to producers by the co-



Q0 Burrerin 346

operatives and by proprietary dealers is not possible. The data quoted
in table 88, which shows the weighted average monthly prices paid in

TasLe 88 —AVERAGE MILK PRICES mublngg COOPERATIVES ANE BY BosTOoN DEALEZES,
9

Cooperative price

Month couperatives Range Average price erence
January ievieveensa 17 $2.76-33.32 $2.94 $£1.00 $—0.06
Febrmary .......... i7 2.65- 3.32 291 3.00 e} (4}
March .o........... 7 2.53- 3.3z 284 290 —1.06
April ... ............ i7 244- 316 272 269 0.03

y 17 233-2%4 258 2.51 0.07
June . ....ia. 17 221- 294 241 226 015
Jaly ool 17 2.25- 294 2.64 2.54 0,10
Angust L.c.iiinne.n 7 2.38- 3.12 281 275 0.66
September ......... i8 2.70- 3.32 292 282 0.10
October oveerinn., i8 2706- 3.34 293 279 0.i4
November ......... i8 2.71- 342 295 281 .14
December .......... 18 2.36- 3.42 277 2.64 0.13

1929 by the cooperatives and the weighted average prices paid by
Boston dealers operating on the New England Milk Producers’ Asso-
ciation price plan as quoted in the New Eugland Dairyman, the official
organ of that association, have been put on as nearly comparable a basis
as is practicable by adjustment of the cooperative prices to a 3.7 percent
base and to the tenth (181-200 mile) zone, and by correction for
increases or decreases in surplus accounts.

During the three months of January, February and March coopera-
tive prices averaged less than those of the dealers; during the other
nine months they were higher. The excess of cooperative over pro-
prietary prices was greatest in June, the month of largest production
and during the “short period” months of October and November. The
average monthly price of 10 cooperatives exceeded that of the dealers,
while that of eight fell below it. The average difference in favor of
the cooperatives was six cents 3 hundred.

SuMMARY

Organized cooperative effort for commercial purposes in Vermont
has been located almost entirely in the field of the processing and sale
of dairy products. During the last quarter of the last century more
than a hundred farmer-owned butter and cheese factories were estab-
lished. This movement reached its peak in 1905 when approximately
130 were in existence. Since that time their number has steadily de-
creased, in part because stock ownership and control has tended to pass
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from the hands of the patrons of the plants so that their cooperative
character has been lost and in part because they were not adapted to
the changed conditions brought about by the extension of the Boston
and New York fluid milk sheds to include the territory in which they
were operated. A few of those still in existence remain essentially
cooperative in character and the records of 13 of them have been
included in this study, 10 being butter factories, two cream shipping
stations and one a fluid milk shipping station. All are relatively unim-
portant plants, their net sales in 1929 ranging from $26,000 to $141,000
and averaging $70,000. Their combined total sales were exceeded by
each of three of the more recently organized cooperatives.

The Vermont general corporation law was modified in 1915 by
specifically providing for the incorporation of cooperative associations. '
The use of the designation “cooperative” was confined to corporations
whose articles of association stipulated :

(1) That voting be on a “one man—one vote™ basis;

(2) That dividends on capital stock be limited to six percent;

{3) That not less than 10 percent of the net profits be set aside
annually until a reserve fund equivalent to 30 (subseguently changed
to 50) percent of the paid-up capital stock should be accumulated ;

{4) That dividends in excess of six percent of the capital stock
be distributed on the basis of patronage; and

{5) That ownership of stock by any one individual be limited to
10 percent of the total

Thirty-six dairy marketing corporations have been organized under
this modified law, ail of them within 10 years of the change. Three
have gone out of business, five have been sold to proprietary companies,
one has been reorganized under the business corporation law and six
have been sold to or merged with other cooperatives, leaving 21 in
existence at the present time (1932).

Of the 21 associations which were operating plants in 1929 four
derived the major part of their income from the sale of butter, two
from the sale of cream and 15 from the sale of fluid milk. Eighty
percent of the patrons’ deliveries were in the form of milk and 20
percent in cream. Fluid milk shipments were equivalent to 69 percent
of fluid receipts and to 55 percent of total receipts. Thirty-two percent
of the total fat received was shipped as cream.

They were very diverse in respect to size, the volume of their net
sales in 1929 varying from $50,000 to more than $2,000,000. Two
butter factories made annual sales of approximately $50,000 each, the
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sales of six ranged from $125,000 to $225,000, of six from $300,000
to $400,000, of four from $600,000 to $800,000 and of three over
$1,000,000, averaging $1,700,000. The 1929 average for the entire
group was $530,000. A small percentage of the total income was de-
rived from the sale of farm supplies to patrons and from the resale
of dairy products purchased from other organizations; essentially it
represents the amount realized from the sale of the product of 5,547
Vermont dairy farms. The 1930 census classifies 14,425 of Vermont’s
24,898 farms as “dairy farms.” These 5,547 represent rather more than
three-eighths of the total number of dairy farms and nearly one-fourth
of the total number of farms in Vermont.

The average investment of these associations was $131,000, one-
fifth of which was in buildings and one-fifth in plant equipment. The
members’ equities in their associations varied from 30 to 85 percent of
the total investment, averaging 56 percent. The main liability, equivalent
to 23 percent of the total, was to patrons for milk and cream, while
short term bank borrowings amounted to five percent and fixed liahili-
ties to eight percent of the total investment,

Fifteen of the associations require all patrons to subscribe for
stock but only three have kept control completely in the hands of their
patrons by the repurchase of the stock of members who have ceased
to make deliveries. In 1920 only two percent of the stockholders were
not producers and patrons of the cooperatives, whereas in 1930 the
inactive membership had increased to 1B percent. Although the trend
is not as pronounced as it was among the stock companies organized
prior to the enaciment of the cooperative law of 1915, there is an appre-
ciable tendency for the ownership and control of the cooperatives to
pass from the hands of those who sell through them.

Salaries and wages constitute the most important single item of
expense incurred by these creameries, being responsible for a little
more than a third of the costs of operation. Other important items
were trucking costs, purchases of supplies and repairs and depreciation
on equipment. The total operating expense varied widely among the
several associations. On the average it was equivalent to 13.6 percent
of the net sales and to 43 cents for each hundredweight of milk or its
equivalent in cream that was handled.

The number of cooperatives reached its peak of 32 in 1922, since
which time the number has declined, partly through mergers, but they
have continued to grow in volume of business and in size of invest-
ment. Between 1925 and 1929 the volume of sales increased 60 per-
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cent and the investment 48 percent. During the same period the
percentage of net sales consumed in operating costs has been reduced
from 16 to 14. From 1922 to 1925 there was a considerable improve-
ment in their financial condition, the net worth of the 16 for which
data were available increasing from 45 percent of the total equities to
58 percent and their average current ratio from 0.97 to 1.25. Between
1925 and 1929 no appreciable change occurred in their members’ equity
but their current position continued to improve.

Although the dairy marketing associations have been and are the
important group of cooperative corporations they are not the only ones
that have been organized. Other such enterprises include the cocpera-
tive marketing of maple syrup and the cooperative purchase of farm
supplies. Six of the latter type have been formed, four of which were
operating in 1929 and two in 1932, Their average volume of business
in 1929 was $248,000, nearly 90 percent of it consisting of sales of
grain and feed. They also handled fertilizer, seed and a number
of miscellaneous items and marketed some seven cars of potatoes
for patrons on commission. Operating costs absorbed 4.3 cents of
each dollar of net sales, half of it being spent for salaries and wages.
Although their number was too small to permit any detailed analysis
or comparison of their records it was apparent that their several operat-
ing efficiencies. were largely dependent upon the volume of business
done, each additional $100,000 of sales being associated on the average
with a reduction of one cent per dollar of sales in the operating expenses.

No such direct relationship seemed to exist between the volume
and cost of operations among the dairy marketing associations. Dif-
ferences in volume are associated with marked differences in type of
business, a relationship which must be borne in mind in any considera-
tion of the factors which affect costs and returas.

Despite the fact that the butter factories conducted their opera-
tions on a much smaller scale than did the milk shipping stations, their
volume of sales being only a seventh as large, their operating costs
were 19 cents less per hundredweight of 3.7 milk equivalent and 2.7
cents less per dollar of sales. This difference is not to be attributed
entirely to the difference in product handled but is partly due to a
greater degree of specialization in the operations of the butter factories,
more than nine-tenths of whose shipments were made in the one form.
However, any savings in operating expense on the part of the butter
plants and any advantage accruing to their patrons through the reten-
tion of a larger proportion of the skimmilk on the farm was more than
offset by an average difference in net sales of 85 cents per hundred,
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Within the group of butter factorics itself no significant relation-
ship existed between operating costs and volume of business, Costs
were a cent a pound of fat higher among four with an average sales
volume of $152,000 than among seven whose net sales averaged $49,000,
but the group of larger associations sold their product to much better
advantage and their operating costs were no higher relative to their
sales. As a result of their more effective selling their buying prices
were approximately 10 cents per pound of fat higher.

Among the cooperatives whose main enterprise was the bulk ship-
ment of fluid milk, operating costs of the large associations were
definitely higher than were those of the relatively small ones. Thus
the expenses of six associations with sales in excess of $600,000 and
averaging $1,024,000 were four cents per dollar of sales and 16 cents
per hundredweight more than those of a group of five whose sales
volumes varied from $300,000 to $400,000 and their net sales per
hundredweight were four cents less. In a third group, consisting of
three associations with sales of less than $200,000, operating costs were
higher than those of the intermediate group but still considerably below
those of the largest cooperatives.

The failure of the large cooperatives to operate as efficiently as
the others may be attributed to two factors. In the first place they were
not getting their proportionate share of the fluid markets. Their
flyid shipments were equivalent to 553 percent of their total receipts,
those of the middle group to 72 percent and those of the lower group
to 66 percent of theirs. The amount of surplus carried not only affects
the average selling price but the diverse character of the operations
involved in handling approximately half of the total product as fluid
and half as surplus necessarily results in added expense.

In the second place the development of a relatively large volume
of business involves the éxtension of the operations of an association
over a correspondingly large area. For the most part this has been
brought about by the purchase or establishment of feeder stations from
which the product is trucked to the central plant of the association.
Comparison of the operating costs of the cooperatives which owned
outside receiving stations with those of four unit plants which shipped
a like percentage of their milk in fluid form indicates that the Iatter
were the more economically run. Their operating costs were on the
average 18 cents less per hundredweight and four cents less per dollar
of sales than those of the group with substations. The difference was
most noticeable in labor and equipment costs. It should be noted,
however, that although their operating costs were 18 cents 2 hundred
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higher the net sales of the large cooperatives were likewise 23 cents
a hundred higher than those of the unit plants carrying the same amount
of surplus. .

In 1929 some of the associations charged a part of the cost of
receiving station operation directly to the patrons delivering to those
stations. Since that time the tendency has been to discard this station
charge and pay all patrons alike whether they deliver to the central
plant or to an outside one.

The price which a cooperative can pay its patrons is obviously in
part dependent upon its operating costs; but the effect which differ-
ences in operating efficiency exerted on the prices paid to patrons was
largely obscured by the much more important effect of disparity in the
prices at which sales were made. The amount of the net sales per
hundredweight of milk equivalent depends largely, though not entirely,
upon the pércentage of the product sold as fluid mitk. Among the
butter factories the relatively large associations secured better prices
than their smaller neighbors, and among the fluid milk shipping coopera-
tives the big associations sold to better advantage than did the relatively
small ones which were carrying a comparable amount of surplus.

The associations in the group which operated unit plants and
whose 1929 sales ranged from $300,000 to $400,000 shipped a higher
percentage of their receipts in fluid form, sold their cutput at a higher
average price, operated at lower costs and paid higher prices in the
country than did either the larger or the smaller milk shipping associa-
tions, This is not to say that the dairy industry of Vermont would
have been better served if all associations had been similar to the mem-
bers of this group. Neither does it preclude the possibility that organi-
zation of the marketing agencies in the milk shed in such a way that
the burden of surplus would be distributed upon some logical basis and
not on that of a competitive scramble for fluid outlets might benefit
producer, trade and consumer alike, through the establishment of a
steadier market and by enabling greater specialization in country plant
operations. It simply means that under the conditions which existed in
the market and in the milk shed in 1929 these particular associations
were able to serve the interests of their members more effectively than
were the rest of the cooperatives,

The cooperative group as a whole was successfully meeting com-
petition in the country in 1929, Exact price comparison between the
cooperative and proprietary groups is not possible but adjustment of
the prices to a basis as nearly comparable as may be indicates that the
weighted average fluid price of the 18 cooperatives that handled milk
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was below the New England Milk Producers’ Association price during
January, February and March and above it during the rest of the
year. The average monthly price of 10 cooperatives exceeded the
average paid by Boston dealers and that of eight feil short of it. The
average differential in favor of the cooperatives was six cents,
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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.




