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Farmers’ Cooperative Marketing
and Purchasing Associations
in Missour1

Epwarp G. ScuHiFFMAN anDp HeErman M. Haac*®

The Missouri farmer makes extensive use of cooperatives in
marketing his products and in buying supplies. According to
census reports, more than one-fifth of the farms in this state re-
ported either sales or purchases through cooperative associations
in 1929. As a result Missouri was ninth among the 48 states
in the proportion of farmers doing business with cooperatives at
that time.

Results of this survey also indicate that a large part of the
marketings of Missouri farmers is handled through local coopera-
tives. It is estimated that, on the basis of value, approximately
one-sixth of the eggs, one-fifth of the poultry, one-eighth of the
cream and one-fourth of the wheat marketed in this state in 1935
were sold through local cooperatives. (Table 1). Since informa-
tion as to the value of feeds, fertilizers and other supplies bought

TasLe 1.—Prororrion or Cerrain Farm Propucts Sorp TuroucH Locar Co-
OPERATIVES, Missouri, 1935.

Estimated
Purchases by Per Cent
Cash Farm Local Handled by
Product Income, 1935% Cooperatives Cooperatives
(Thousands of Dollars)
23,512 3,556 15.1
9,427 1,871 19.8
18,082 2,316 12.8
13,266 3,624 27.3

*Farm Value, Gross Income and Cash Income From Farm Production, 1934-35, Crop Reporting
Board, Bureau of Agricultural Economics, U. S. Department of Agriculture.

by Missouri farmers in 1935 is not available, the proportion of
these bought through cooperatives can not be estimated. The
proportion of farm purchases and sales through cooperatives
varies widely within the state, being relatively high in the area
around Springfield and particularly low in Southeast Missouri.

*The original data for this study were furnished largely by the managers of Missouri
Cooperative Associations whose cooperation the authors appreciate and acknowledge. The advice
of R. J. Rosier, Secretary, Missouri Farmers’ Association, relative to the arrangement and
content of the survey schedule, is also greatly appreciated, as well as the assistance of rep-
resentatives of the Farm Credit Administration who aided in the collection of data.
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Besides the products handled by local cooperatives, large
quantities of livestock, wool, fluid milk, cotton, and grain are
handled by large scale central associations, which are not covered
by this publication. Supplies are also handled by such organiza-
tions. In many instances, such products and supplies do not
pass through local associations on their way from or to the
farmer and, consequently, are not included in this study.

According to available information, there were 410 local
cooperative marketing and purchasing associations in Missouri in
1935. This number included 313 exchanges and elevators, 54 live-
stock shipping associations, 27 fruit associations, 8 local cream-
eries, and 8 miscellaneous associations. (Table 2). In addition 29

TasLe 2—Numser or Locar Associations aND ESTIMATED AMOUNT OF SaALEs,
Missourr, 1935.

Per Estimated Per Average

Type of Association Number Cent Sales Cent Sales

Exchange or Elevator:

Commodities Other than Livestock 313 76.3 28,639,000 90.9 $91,500
Livestock Handled. .. .. _._.____ (43) (10.5) 450,000 1.4 (10,500)
313 76.3 $29,089,000 92.3 $92,900
54 13.1 1,134,000 3.6 21,000
8 2.0 659,000 2.1 82,400
27 6.6 380,000 1.2 14,100
2.0 257,000 0.8 32,100
410 100.0 $31,519,000 100.0 76,900

central organizations, each serving a large area, were located
in Missouri. At least three other central organizations located
in adjoining states received large quantities of products from Mis-
souri. )

The total sales of the 410 local associations were estimated at
$31,519,000 in 1935 (Table 2). The 313 exchanges and elevators
accounted for $29,089,000, or more than 92 per cent of this total.
The average volume of business was largest, $92,900 per associa-
tion, for these organizations. The sales of creameries averaged
$82,400 per plant.

Although these local associations make up such an important
part of the marketing structure for farm products in this state,
little information concerning them was available prior to this
study. An earlier survey had been made by this station in 1926
but the information obtained is now out of date. It also was lim-
ited because it was collected by a mail questionnaire which covered
less than one-half of all associations in the state at that time.

1. Reported in Cooperative Marketing for Missouri by F. L. Thomsen and G. B. Thorne,
Missouri Agricultural Experiment Station Bulletin, 253.
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The first and most important objective of this survey, there-
fore, was to obtain information as to the present status of farmers’
cooperative associations in Missouri. A second purpose was to
obtain, when possible, data to be used in an analysis of the business
operations of local associations. This latter, it was hoped, would
point out factors contributing to the success of such organizations.
This publication is concerned only with the first objective.

Data for this study were obtained primarily by means of a
survey schedule* which in each instance, was filled out by an
enumerator from the association’s financial records and from re-
plies of the manager to questions of the enumerator. This method
not only assured more complete and accurate returns and per-
mitted the obtaining of more detailed information but also estab-
lished personal contacts with managers, directors, and members
of associations which have been helpful in the tabulation and in-
terpretation of the data.

Records of 332 local associations, more than 80 per cent of
the total, were obtained by the survey method. This included 273
exchanges and elevators, 21 livestock shipping associations, 8
creameries, 24 fruit associations, and 6 miscellaneous associations.
Limited information concerning 61 others, including 26 exchanges
and elevators, was obtained by a mail questionnaire. Although
data could not be obtained from the remaining 17, their existence
was established by personal visits and by correspondence with
agricultural extension agents, and their volume of business was
obtained from other sources or estimated on the basis of informa-
tion available. Of these, 14 were produce exchanges, one was a
fruit association and two were livestock shipping associations.
Only six refused to give the data requested personally by an
enumerator. It was not possible, even by the personal visit, to
obtain complete information on each schedule, principally because
certain data were not always available from the association’s
records.

All local farmers’ cooperative marketing and purchasing as-
sociations, except those dealing exclusively in petroleum products,
were included in this survey. Local mutual insurance companies,
telephone companies, electric power companies, credit agencies,
and other cooperative business service organizations, therefore,
were not included. Associations receiving products or selling
supplies over a relatively wide area, usually more than one county,
were termed central rather than local associations.

2. A copy of this schedule for exchanges and elevators is available from the Department
of Agricultural Economies, University of Missouri, Columbia, Mo,
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The decision as to whether or not an organization is coopera-
tive is often difficult and at best requires the setting up of arbi-
trary standards. In addition to the associations operating on a
pool basis, the only others considered to be cooperative for pur-
poses of this study were those engaged primarily in the marketing
of farm products or in the purchasing of supplies for farmers,
operated for the mutual benefit of their members as producers,
and limiting by by-law, either the amount of stock that one stock-
holder may own to ten per cent of the total outstanding, or the
rate of dividends on capital stock to ten per cent.

The data obtained were for the year 1985, or as of December
31, 19385, whichever was applicable, except for a very few associa-
tions whose fiscal years did not end on December 31. For these
later, data were obtained for the latest fiscal year available at the
time of the survey. As a matter of expediency, however, these
data have been regarded as for the calendar year, 1935, throughout
the study.

The remainder of this publication deals with the results of
the survey. As will be seen, it is almost entirely concerned with
the organization and operations of exchanges and elevators. This
seems justified, however, since they did most of the business of
local cooperative associations in the state and also because little
information was readily available on other types of associations.

PRODUCE EXCHANGES AND ELEVATORS

At the end of 1935, there were 313 cooperative exchanges
and elevators operating in Missouri. In addition, 21 of these asso-
ciations maintained 32 branches, making a total of 845 locations at
which business was done by such cooperatives. The number of
branches ranged from omne to seven, 16 associations having one
each, three having two each, one having three, and another having
seven. An association and its branches were regarded as one unit
in all tabulations unless otherwise stated.

Location

The location of each exchange or elevator and its branches is
shown in Figure 1. Associations were most numerous in the south-
western part of the state, in the east central counties along the
Missouri River, and in a block of twelve counties in Northeast
Missouri. Polk county in Southwest Missouri, for example, had
18 associations and one branch and Franklin county in the East
Central area had ten associations. Although the number averaged
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Fig. 1.—Location of Cooperative Exchanges and Elevators, 1935.

less than three per county, six or more were located in each of
sixteen counties in 1935.

The total sales, exclusive of livestock, of the 313 associations
during 1935 amounted to approximately $28,639,000, or $91,500 per
association. These sales included both products and supplies.
Products commonly marketed were: Poultry, eggs, cream, wool,
hides, furs, rabbits, wheat, and other grains. Very little grain
other than wheat, however, was purchased from farmers during
1935 because of the unusual crop conditions that prevailed. Many
associations which, under normal circumstances, would have bought
corn and other feed grains from farmers and shipped them
out, brought in such grain and sold it to farmers in this particular
year. Among the supplies commonly handled were: feeds, flour,
salt, grains for feed, hay, straw, petroleum products, auto supplies,
groceries, hardware, machinery, fencing, paints, seeds, fuel, twine,
sacks, building materials, fertilizer, and lime.

After considerable study of the kind of business done by local
exchanges and elevators, it was considered impossible to classify
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accurately such associations into two groups, namely exchanges
and elevators, and therefore they have been maintained as one
group. Because the handling of feeds is almost universal among
them, the predominant local associations in Missouri, in fact, may
be characterized as cooperative feed stores which handle, in ad-
dition, various numbers of products and other supplies such as
produce, grain, groceries, hardware, and petroleum products. The
local commodity association seems to have little place in Missouri,
principally due to the prevalence of general rather than specialized
farming throughout most of the state. Even the functions of
livestock shipping associations are being taken over by the ex-
changes and elevators, further reducing the number of this once
numerous type of commodity association.

Laws Under Which Chartered

Missouri has two laws providing especially for the incorpora-
tion of cooperative business associations. The first, providing
for capital stock associations, was enacted in 1919 and is commonly
known as the 1919 Capital Stock Act. The other, passed in 1923,
provides for non-stock associations and is called the 1923 Non-
Stock, Non-Profit Act. This latter was sponsored by Aaron
Sapiro and corresponds quite closely to non-stock laws enacted
in other states at that time. In addition, some associations were
organized under the general business corporation laws of the state.

Of the associations reporting, 239, or 85 per cent, were origi-
nally set up under the 1919 act; 28, or 10 per cent, under the 1923
act and 14, or 5 per cent, under general business corporation laws.
{Table 3).

The law under which the association was originally organized
depended largely on its date of organization. At least ten of the
fourteen associations set up under general corporation law were
established before the 1919 act became available and none was
organized under this law after 1920. Also, 198 of the 239 associa-
tions chartered under the 1919 Act were set up before the 1923 law
was enacted. Since 1923, one-half of the new associations has
been established under the 1923 act and for late years, the 1923
law has been favored by incorporators.

Since organization, a number of associations had been re-
chartered under different laws. Seven, or one-half, of those set up
under general corporation law shifted to the capital stock law.
Prior to 1936, nine associations originally set up under the capital
stock act had been rechartered under the non-stock act. At the
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TasLe 3—NuMBER OF AssocraTioxs, BY DATES oF INCORPORATION AND Laws
Unper Warck ORIGINALLY INCORPORATED, 281 ExcuaNGes AND ErLevaToRs,

1935,
Law Under Which Incorporated All
Associations Cumu-
General _————— lative
Corpo- 1919 1923 Num- Per Per
Year of Incorporation ration Act Act ber Cent Cent
1 - - 1 0.4 0.4
4 - - 1.4 1.8
2 - - 2 0.7 2.5
3 - - 3 1.1 3.6
3 33 - 36 12.8 16.4
1 88 - 89 31.7 48.1
- 57 - 57 20.3 68.
—— 20 - 20 7.1 75.8
wie 13 - 13 4.6 80.
- 4 - 4 1.4 81.
-- 7 3 10 3.6 85.
- 1 1 2 0.7 85.
- 4 - 4 1.4 87.2
- - 1 1 0.4 87.6
- 1 3 4 1.4 89.0
- 1 1 2 0.7 89.7
- 1 8 9 3.2 92.9
- 2 3 5 1.8 94.7
- 2 1 3 1.1 95.
- 3 5 8 2.8 98.6
- 2 2 4 1.4 100.0
14 239 28 281 100.0 a——-

end of 1935, 37, or 13.2 per cent of the associations, were operat-
ing under the 1923 law; 237, or 84.3 per cent, under the 1919 act;
and 7, or R.5 per cent, were still chartered under non-cooperative
law. The shift from capital stock to membership association has
been spurred since 1935 by the efforts of the Missouri Farmers’
Association to obtain federal income tax exemption for the associa-
tions affiliated with it, since it is easier for associations operating
under the Missouri non-stock law to obtain and maintain exemp-
tion.
Dates of Incorporation

In Missouri the development of cooperative exchanges and
elevators was relatively early. Nearly one-third of the associations
operating in 1935 had been chartered in 1920 and three-fourths of
them in the five years, 1919-23. (Table 3). As a result of this
and earlier activity, four-fifths of the associations had been in
business for 18 years or longer at the time of this study. Since 1923,
the organization of new associations has continued at a much
slower but fairly constant rate, from one to ten organizations
having been set up each year. The oldest exchange in 1935 had
started business in 1912.

The dates of incorporation coincide fairly closely with the
dates of starting business. More than 87 per cent of the associa-
tions started business in the same year in which they were incor-
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TABLE 4, ~NUMBER OF ASSOCIATIONS, BY DATES OF INCORPORATION AND BY AREAS,
g 281 EXCHANGES AND ELEVATORS 1935.

Area
Year of
Incor- West East South
pora- North- North- Cen- Cen- South- Cen- South-

tion west cast tral tral west tral east All
- - 1 - - - o 1

.- 1 1 1 1 - - 4

- - 2 s - - - 2

- - 1 2 - - — 3

5 9 7 9 - 1 36

9 20 12 19 27 2 - 89

4 15 6 10 14 8 . 57

2 4 2 8 3 1 - 20

- 2 1 4 1 5 - 13

1 1 - 1 1 . - 4

2 2 - 4 1 1 - 10

- 1 - s - 1 - 2

- 1 1 1 1 - - 4

— 1 - - - - - 1

- 1 - - 3 - - 4

- Sa i - 2 - — 2

- 2 3 2 1 1 - 9

- - 1 - 2 - 5

- 3 - - - — - 3

w 2 P 1 3 2 - 8

- 1 - - -- 1 4

23 66 40 64 63 23 2 281

L4
“&Loa'rlnwslsr L— r:{—_—

NORTHEAST
L

J”J WEST

CENTRAL EAST CENTRAL
L
[;oura
CENTRAL
SOUTHWEST
SOUTHEAST

Fig. 2.—Geographic Areas of Missouri as Used in This Study.
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porated; 11 per cent, the year before incorporation; and the
remainder, the year after they were incorporated.

The cooperative exchange and elevator movement in this state
apparently developed first in the west central section of the state
where five of its 40 reporting organizations in 1935 had been set
up prior to 1919. (Table 4). Organization of new associations
has continued in each section of the state, except the northwestern
where no associations have been set up during the last ten years.

The areas used here are geographic areas modified to some
extent to include associations handling similar products and sup-
plies. (Figure 2). For example, the associations in the West
Central and East Central areas handle large quantities of wheat,
while those in the Northeast and Southwest handle considerable
produce. Boundaries of the areas were adjusted to bring together
in an area as many similar associations as possible.

Variations in Volume of Sales

The sales of exchanges and elevators during 1935 ranged from
$850 to $483,000 per association. More than one-tenth of the
associations did less than $25,000 of business and one-half sold
less than $75,000 of products and supplies. (Table 5). On the
other hand, 7.6 per cent had sales of $200,000 or more. Of the
latter 24 associations, two had sales of $400,000 or more, and six
a volume of business of $300,000 or more.

TaBLE 5.—NUMBER OF ASSOCIATIONS, BY AMOUNT OF SALES, 313 EXCHANGES AND
ELgvarors, 1935.

Sales Associations Cumula-

tive Per
Range Average Number Per Cent Cent
Less than $25,000_ ________._____. 514,218 35 11.2 11.2
$25,000— 50,000. . . oo 37,444 76 24.3 35.5
50,000— 75,000.. 61,020 50 16.0 51.5
75.000-—100,000.- 85,646 40 12.8 64.3
100.000—150,000. . 119,631 58 18.5 82.8
150,000—200,000.... 174,912 30 9.6 92.4
200,000 or MOream o mecmecee 276,388 24 7.6 100.0
Al $91,500 313 100.0 ———

Although comprising less than 8 per cent of the total number,
the 24 largest associations accounted for nearly one-fourth of the
total sales. (Table 6). In fact, the two associations with sales of
$400,000 or more handled 3.1 per cent of the total business of the
313 associations. On the other hand, the 35 smallest associations,
although 11.5 per cent of the number, made less than 2 per cent
of the total sales.
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TABLE 6.—~EsTiMATED SALES, BY S12E OF Assocration, 313 ExcuaxNces anp ELk-
vATORS, 1935,

Number Estimated Sales Cumula-
Sales of Asso- tive Per
ciations Amount Per Cent Cent
(Thousands
of Dollars)
35 498 1.7 1.7
76 2,846 9.9 11.6
50 3,051 10.7 22.3
40 3,426 12.0 34.3
58 6,938 24.2 58.5
30 ,247 18.3 76.8
24 6,633 23.2 100.0
313 28,639 ' 100.0 -

According to information obtained from 135 associations, the
average dollar volume of business of exchanges and elevators was at
its lowest point in recent years in 1932 and had increased each year
since. (Table 7). Average sales in 1935 were estimated to be
twice as large as in 1932, and 27 per cent above 1931 averages.

TaBLE 7.—INDEX OF DoLLAR VOLUME OF SALES OF 135 ELEVATORS AND EXCHANGES,
BY YEARS AND SIZE OF AsSOCIATION, 1931-35.*

Number Index of Sales (1935=100)
of Asso-
Sales, 1935 ciations 1931 1932 1933 1934 1935
Less than 850,000 - .o ... 30 104 62 75 94 100
$50,000— 100,000. 40 91 57 68 93 100
100,000~ 150,000.. 29 65 49 55 83 100
150,000 or more. o cocccomana. 36 74 45 54 86 100
Al e 135 79 50 60 87 100

*The index for each group is a simple average of the relatives of the sales of each association with
1935 as 100, The average for all associations is a weighted average of the group indexes weighted by
the total volume of business done in 1935 by each group as given in Table 6. This latter represents
roughlly an index of total volume of sales in each year since the number of associations did not change
greatly.

Although all groups of associations had increased their dollar
volume of business since 1932, the associations that were large
in 1985 apparently had increased their sales much more rapidly
than the smaller ones. The average sales of the 30 smallest asso-
ciations in 1935 were only 61 per cent above 1932 levels and were
less than the 1931 volume, while the 87 largest ones sold, in 1935,
122 per cent more products and supplies than in 1932 and consid-
erably more than in 1931. (Table 7).

Associations and Volume of Business by Areas

Associations were most numerous in the Southwestern area
where the number averaged 3.8 per county. (Table 8). Nearly
one-half of the associations was located in this and the East Central
area, a total of 39 counties.
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TasLE 8.—~NUMBER OF ASSOCIATIONS, BY AREAS, 313 ExcuaNGES AND ELEVATORS,
1935.

Associations

Number of
Counties Number Per Cent Per County

12 25 8.0 2.1
19 68 21.8 3.6
17 46 14.7 2.7
20 73 23.3 3.6
19 72 23.0 3.8
16 27 8.6 1.7
11 2 0.6 0.2

114 313 100.0 2.7

Sales amounted to more than $5,000,000 in each of four areas,
Southwestern, East Central, Northeastern, and West Central. (Ta-
ble 9). The Southwestern area alone accounted for more than
one-fourth of total sales.

TasLE 9.—EstiMaTED SALES, BY AREAs, 313 Excrances aND ErLevaToRrs, 1935,

Number Estimated Sales
of Asso-
Area ciations Amount Per Cent Average
(Thousands
of Dollars)
NOrthWestan v emeasacmacamamam e 25 1,970 6.9 578 808
Northeast 68 5,150 18.0 75,739
46 5,131 17.9 111,963
73 6,259 21.9
72 7,851 27.4 109,043
27 2,212 7.7 81,905
2 66 0.2 33,103
Allc e 313 28,639 100.0 $91,500

Average sales of exchanges and elevators, however, were larg-
est in West Central Missouri where the handling of grains is rela-
tively important and second in the Springfield area where produce
and feeds predominate. (Table 9). The two Southeast Missouri
associations were very small. In the other areas, the average vol-
ume of business was somewhat uniform.

According to reports from a substantial number of exchanges
and elevators, the average dollar volume of business in the West
Central and Fast Central areas declined most from 1931 to 1932
and had increased most rapidly from 1932 to 1935. (Table 10). In
contrast, the sales of associations in Southwest Missouri declined
least from 1981 to 1932 and had risen relatlvely less since 1932,
(Figure 3). , .

Apparently, most of this difference between areas resulted
from the behavior of prices of the commodities handled. Associa-
tions in the two central areas handled a large volume of grain,
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TaBLE 10.—INDEX oF AVERAGE DoLLAR VOLUME OF SALES oF 122 EXCHANGES AND
ELEVATORS, BY AREAS AND YEARS, 1931-35.

Number Index of Sales (1935 =100)*
of Asso-
Area ciations 1931 1932 1933 1934 1935
Northeast. . ooeooocccamcccan 32 95 61 67 89 100
West Central oo ooooaoo o 18 65 40 63 102 100
East Central. o vncccmacaae 29 80 47 59 91 100
Southwest oo oo ooeoooal 43 79 57 63 81 100

*The index for each area is a simple average of the relatives of the sales of each association with
1935 as 100.

INDEX
IDdeX e
100 100
80
(1)
4
_— 0 [T
20
40
131 v3n 033 034 136
R 20
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Index L 1931 1832 1933 1934 1935

v~
| — 80 P
- . v Average
L ® for State
40 [}
30 431 32 "33 'S4 *38
. )

— 31 '3z 033 o34 035" |

™ Index

00 }
| o
60 \
@
— 4o )
°
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Fig. 3.—Index of Volume of Business of Associations, for the Five-
Years, 1931-1935, by Areas. (Sales in 1935 = 100.)

while the business of those in the Southwestern area was largely
produce and feeds. The United States farm price of grains fell
30 per cent from 1931 to 1932, while poultry products declined only
18 per cent, dairy products dropped 23 per cent, and feeds were 26
per cent lower. On the other hand, the price of grains rose 134
per cent from 1932 to 1935 while dairy products, poultry products,
and feed increased only 30, 43 and 61 per cent, respectively.
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Products and Supplies Handled

Although most exchanges and elevators handled a large num-
ber of commodities, commercial feeds constituted nearly omne-
fourth of the estimated sales of all associations, (Table 11). Corn

Tasre 11.—EsTiMATED SarEs, By CoMmonities, 313 Excrances AN ELEVATORS,
Missouri, 1935.

Estimated Sales, 1935

Per Cent
Commodity Total Average of Total
(Thousands
of Dollars)
Produce:
3,652 $11,670 12.8
1,950 6,229 6.8
1,862 5,948 6.5
575 1,836 2.0
8,039 $25,683 28.1
Grains, Feeds and Flour:
heat_ . 3,776 £12,064 13.2
Corn.... 4,263 13,617 14.9
Other Gr: 429 1,373 1.5
Commercial Feeds. 7,103 22,694 24.8
Flour. e ccecccmmmcmcmcccmmam 875 2, 3.1
Hay and Straw. o oeoaa. = 110 351 0.4
St e e 129 412 0.4
Totale oo 16,685 53,307 58.3
Petroleum Productstecee e cccvcocccccccaaaae 407 1,300 1.4
GrOCerieS e e cece e 728 2,325 2.5
Hardware and Similar Supplies:
Hardware and Machinery. c oo oooooccnn 135 $432 0.5
Fencing 115 367 0.4
Seeds. ... 849 2,713 3.0
Fuel._.. 276 883 1.0
TWiNee e ccmm e 93 297 0.3
Fertilizer and Lime..._ 236 754 . 0.8
Unclassified§ 62 199 0.2
Total 1,766 5,645 6.2
Miscellaneous. 1,014 3,240 3.5
Grand Total 28,639 $91,500 100.0

#Mainly wool, hides, furs and rabbits.
1A very small amount of auto supplies was included with petroleum products, mainly because
they were often carried as one item on the books of associations.
Mainly a reported combination of items in this group.

was second in importance with 14.9 per cent; wheat, third with
18.2 per cent; and eggs, next with 12.8 per cent. By groups of
commodities, grains, feeds and flour represented 58.3 per cent of
total sales; produce, 28.1 per cent; and hardware and similar sup-
plies, 6.2 per cent. Flour was included in the group with feeds
and grains because in those associations not having detailed rec-
ords of sales it was included with these two items rather than with
groceries. v
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For some purposes a classification of sales as products and
supplies is desirable. During 1935, the only important products
sold were produce and wheat whose sales totaled $11,815,000 or 41.3
per cent of all sales. The supply business, therefore, amounted
to $16,824,000, or 58.7 per cent of the total.

The estimates of the total value of each commodity handled
were made by areas and in each, except the Southeastern, are
based on detailed data from 165 associations which, in both num-
ber and volume of business, provide a substantial sample in each
area, (Table 12). The sales of these exchanges and elevators as
TaBLe 12—NUuMBER oF AssociaTIONs REPORTING DEeTa1LED CLASSIFICATION OF

ComMODITIES AND PrororTiON OF SALES REPRESENTED, BY AREAS, 313
EvrevaTors axD ExcHANGES, 1935.

Number of Associations Sales
Total Number Per Total Amount Per
in Report- Cent Re- in Report- Cent
Area Area ing porting Area ed Reported

(Thousands of Dollars)
9 942

NOrthwestae oo coeeceececcacann 25 10 40.0 ,970 47.8
Northeast. - mvecccemecaeceaee - 68 45 66.2 5,131 3,862 75.3
West Central. - cuccccacaaann 46 21 45.7 5,150 2,994 58.1
East Central.. i 73 38 52.1 6,259 3,585 57.3
Southwest___- - 72 40 55.5 7,851 5,297 67.5
South Central. ——- 27 11 40.7 2,212 5202 54.3
Southeast - ——— 66 ———- ——-

a proportion of total sales in each area ranged from 47.8 per cent
in the northwestern part of the state to 76.3 per cent in the north-
eastern section. The small volume in Southeast Missouri was
arbitrarily distributed since classification data for the two asso-
ciations in that area were not available. The estimates for certain
minor commodities may be somewhat low because associations
tended to put minor commodities into a miscellaneous group when
their sales were small. Thus, small volumes of minor commodities
are included in the miscellaneous classification of Table 11.

As is apparent from Table 12, the associations reporting were
larger than the average for the area, but this would not be expected
to affect greatly the distribution of commodities, although there
are some indications that the larger associations handle a some-
what wider variety of supplies.

Diversity of Business
That many exchanges and elevators handled a wide variety
of products and supplies is evident from Table 13. More than
80 per cent of the associations for which detailed classification of
sales was available bought eggs and poultry and sold commercial
feeds and flour. Other commodities handled by at least one-half
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of the associations were: cream, other produce, salt, petroleum
products, and seeds. Hardware and thachinery were least com-
monly sold.

TasLe 13.—Per CENT oF AssocraTioNs RErorTiNG THE HANDLING OF VARIOUS

CommopITIES AND THE AMOUNT HANDLED PER AsSOCIATION HANDLING THE
CommoniTy, 165 ExcHANGES AND ELEVATORS, 1935,

Associations Handling Cmomodity

Average Sales

for All Sales per
Commodity Associations Number Per Cent Association
144 87.3 216,100
144 87.3 8,533
128 77.6 9,459
109 66.1 3,572
65 39.4 30,755
69 41.8 31,123
58 35.2 3,42
11 6.7 2,097
163 98.8 25,233
138 83.6 ,656
T 43 26.1 1,413
96 58.2 767
100 60.6 2,645
62 37.6 7,660
33 - 20.0 ,740
35 21.2 2,246
120 72.7 4,668
59 35.8 ,704
66 40.0 909
64 38.8 2,403

*Includes wool, hides, fur, rabbits.

Livestock is often handled by exchanges but nearly always
on a commission basis. Thus it does not enter into the sales rec-
ords of associations. A discussion of the handling of livestock by
associations appears later under a section dealing with livestock
shipping associations.

The diversification of exchanges and elevators with respect
to the commodities handled- is further emphasized in Table 14.
For the 165 exchanges and elevators giving detailed data, produce
amounted to 50 per cent or more of sales in only 30 associations,
grains in 29, feeds and flour in 18, and petroleum products in 3,
making a total of only 80, or 48.5 per cent, in which at least half of
the business handled was of one group. ‘ Feeds and flour were most
commonly handled, being sold by all but two associations. All
groups of products except groceries were sold by at least one-half
of the associations. These facts substantiate the statement made
earlier that, because of the general character of their business, it
would be difficult, if not impossible, to classify these associations
into two groups; namely, exchanges and elevators.

Because all products and supplies were not handled by all
associations, the average sales of each commodity by only those
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TasLe 14.~NuMBER OF AssociATions, By CommoprTy GROUPS AND PROPORTION OF SALES
REPRESENTED BY EacH Group, 165 Excrances aNp EvevaTors, 1935,

Associ- Sales of Commodities as Per Cent of Total Sales
ations
Report- Less 60
: ing No than 10- 20- 30~ 40- 50- or
Commodity Group Sales* 10 20 30 40 50 60 more All
(Number of Associations)
Wheate o v oeoeccccanmn 100 20 21 5 3 5 2 165
Grains Other Than Whea 81 7 21 23 16 12 4 1 165
76 9 10 14 10 17 8 21 165
18 10 18 26 31 32 22 8 165
9 46 34 33 23 10 8 165
65 93 - - - 3 165
103 40 11 8 3 - - - 165
Hardware and Similar Supplies.. 21 111 27 4 2 - S - 165

#Although associations having more than 10 per cent of sales unclassified were not included in this study, small
amounts of certain less important products may have been reported as miscellaneous sales and not sales of those
prod?ctsl. Thus, some associations tabulated in this column probably should have been in the “less than 10 per
cent” column,

associations handling it were in some instances much larger than
the average sales for all associations. Associations handling wheat
and corn, for example, handled more than $30,000 of each of
these products per association compared to averages of $12,000
and $13,000, respectively, for all associations. (Table 13). For
exchanges selling groceries, sales averaged nearly $7,700 contrasted
with $2,878 for all 165 associations reporting detailed data on
sales.

Variations in Importance of Commodities by Areas

The relative importance of commodities in the sales of asso-
ciation varied widely among the areas. (Table 15). In the
Southwest area, eggs represented 21.2 per cent of total sales,
compared with 6.0 per cent in the West Central area. Produce
made up more than 41 per cent of the sales of associations in the
Southwestern area, while only 13.4 per cent in the West Central
area. Wheat varied from 3.7 per cent of sales in the Northeastern
area to 33.6 per cent in the West Central area. Corn was rela-
tively important in the Northwest, West Central and East Central
areas. Feeds accounted for a substantial part of the sales in each
area but were most important in Southern Missouri where dairy
and poultry farming predominate. More than three-fourths of
the sales in the West Central area and 68 per cent in East Central
Missouri consisted of grains, feeds, and flour. Groceries were
relatively important in Northern, Southwestern, and South Cen-
tral Missouri. Hardware and similar supplies made up 10.9 per
cent of the sales of associations in the Northeastern area, com-
pared with 8.1 per cent for those in the West Central area. In
general, the associations in Northeastern, Southwestern, and South
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TaBLE 15.—SaLEs or Eace Commoprty 4s PEr CENT oF ToraL SALES, BY AREAs,
165 Excuances aND ELEvaTors, 1935.

Areas
West East South
North~ North- Cen- Cen- South- Cen-
Commodity west east tral tral west tral
(Sales as Per Cent of Total)
10.6 11.2 6.0 8.3 21.2 17.0
5.6 6.9 4.0 5.6 9.1 9.5
7.6 10.1 2.5 3.5 8.9 6.7
0.9 4.9 0.9 0.8 2.2 1.7
24.7 33.1 13.4 18.2 41.4 34.9
14.0 3.7 33.6 18.4 5.2 10.9
24.2 11.4 24.9 23.5 4.5 4.3
1.7 1.1 1.7 3.7 0.1 0.4
18.5 24.2 16.0 18.5 32.6 40.9
0.7 4.9 1.7 3.5 2.7 3.7
1.4 0.6 * 0.3 0.2 0.8
0.2 0.8 0.4 0.5 0.3 0.4
Total ccccccnmccenee 60.7 46.7 78.3 68.4 45.6 51.4
Petroleum Products ceeewceacao 1.0 2.5 1.3 1.9 0.6 1.1
GroCeried o ccccacanaccccanaane 3.8 3.6 1.0 0.8 3.4 4.4
Hardware and Similar Supplies:

Hardware and Machinery. 0.4 0.9 0.2 0.6 0.4 ——
Fencingo oo cucecmana- 0.2 1.1 0.2 0.5 0.1 ———
eeds. - 3.4 5.9 1.5 3.2 1.9 1.5
Fuel.__ 3.3 1.6 0.7 1.5 * c——-

TWineem wemnamccaanan 0.3 0.4 0.3 0.4 0.2
Fertilizer and Lime.___._.. * 0.4 0.1 1.0 1.8 0.7
Unclassified. oo cocccanaaao * 0.6 0.1 0.2 0.2 0.4
Totale ccecacmcmccan 7.6 10.9 3.1 7.4 4.6 3.6
Miscellaneous. o cececccmoooeoae 2.2 3. 2.9 3 4.4 4.6
Totale wocccmmmmccccc e cmcmeee 100.0 100.0 100.0 100.0 100.0 100.0

*Less than 0.05 per cent.

Central Missouri handled principally produce and feeds; those in
the West Central and Fast Central areas dealt mainly in grains
and feeds; and those in the northwestern part of the state were

general stores.

Estimated sales within each area are given by groups of com-
modities in Table 16 and for the more important commodities in

Table 17.

The effect of specialization in handling of commodities on the
volume of business seems to depend on the commodities involved.
Associations specializing in handling produce had a volume of
business 85 per cent less than the average of all associations while
those handling principally feeds and flours, as well as those han-
dling grains chiefly, had sales of 21 and 28 per cent, respectively,
above the average for all associations, (Table 18). The average
sales of general exchanges and elevators, those not having as much
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TasLe 16.—~EsTIMATED SaLes, BY Groups oF COMMODITIES 4ND BY AREAs, 313
Excuances AND ELEvaTORS, 1935.

Area
West East South
North- North- Cen- Cen- South- Cen-
Commodity Group west east tral tral west tral
(Thousands of Dollars)
Produce. o e e 487 1,704 686 1,139 ,251 772
Grains, Feeds and Flour. 1,196 2,406 4,019 4,284 3,578 1,136
Petroleum Products_.. 20 128 68 116 52 23
Groceries  aee - ccacmcann 75 188 52 50 265 98
Hardware and Sim 150 559 158 461 358 80
Miscellaneous.___ 42 165 148 209 347 103
Totalaweeno 1,970 5,150 5,131 6,259 7,851 2,212

TasLe 17.—~EstiMATED SaLEs oF ImporTaNT CoMMODITIES, BY AREAs, 313 Ex-
CHANGES AND ELEVATORS, 1935.

Area
West East South
North- North- Cen- Cen- South- Cen-
Product or Supply west east tral tral west tral
(Thousands of Dollars)
209 573 307 521 1,667 376
110 355 207 350 717 210
149 521 129 219 695 149
276 191 1,721 1,154 406 21
476 587 1,277 1,468 354 94
365 1,248 823 1,160 2,556 904
14 252 68 220 215 82
66 304 76 198 149 56
64 82 36 92 2 I

as 50 per cent of their business in any one group, were approxi-
mately the same as the average volume of business of all associa-
tions. Apparently associations only specialized when there were

TasLe 18.—AvVERAGE SaLes, By Type or AssocraTtion, 165 Excrances anp ELE-
vATORS, 1935,

Sales per Association

As Per
Number Cent of
R L of Asso- Average
Type of Business of Association ciations Amount for All
Associations in which 50 per cent or more of sales was: .
ProdCe. o e e es 30 371,625 65.3
Graineccov-mee- 29 140,492 128.1
Fecds and Flour 18 132,709 121.0
Petroleum Products 3 24,218 22.1
Associations in which less than 50 per cent of sales was of
any one commodity SrolUpP.caaceeccaecmmcccccmaca 85 110,725 101.0
All... ——— 165 . $109,673 100.0

"

sufficient amounts of a commodity to support a specialized asso-
ciation.
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Effect of Size of Town on Volume of Business

The average volume of business of exchanges and elevators
was directly related to the size of the towns in which associations
were located, being smallest in the small towns and increasing with
the size of town. The average sales for 64 associations in towns
of less than 250 people were $52,463 compared with $236,746 per
association for the seven located in towns with a population of
10,000 or more, (Table 19).

TasLE 19.—NUMBER OF ASSOCIATIONS AND AVERAGE VOLUME OF BusiNgss By Size

oF TowN 18 WHICH AssOCIATION OrR Brancr was LocaTeD, 292 ExcHANGES
AND ELEvaTORS, 1935.

Number of Sales per

Population Associations Association
Less than 250, v oo e e 64 252,463
250-500. o ccmeman 82 61,332
00-750. - - ccmemnn 31 89,259
750-1000- oo 20 114,193
1000-2000. - .. _- 49 118,374
2000-5000_ . - e 28 135,388
5000-10,000__-__.. 11 135,460
10,000 or more 7 236,746
Al ... 292% 389,645

*Branches of associations were considered as separate units in this tabulation.

Fewer associations located in'small towns, therefore, were
able to attain the large volumes of business more commonly en-
joyed by associations in larger towns. For example, the upper
limit of sales in 1935 for two-thirds of the associations was $50,000

TasLe 20.—NuMBER OF AssociaTioNs as Per Cent or ToraL, By VOLUME oF
Business aAND BY Size or Town, 292 ExcuaNces AND ErLevarors, 1935.

Size of Town

Less 5000
than 250- 500- 1000-  2000- or
Sales in Thousands of Dollars 250 500 1000 2000 5000 more All
(Associations as Per Cent of Total)

26 11 4 4 - 11 11
44 32 16 19 4 58 24
16 24 18 12 14 .- 17
2 12 27 14 25 11 14
8 16 25 21 25 39 19
3 s 2 16 14 6 7
1 - 8 14 18 33 8
100 100 100 100 100 100 100
64 82 51 49 28 18 252

in towns of less than 250 people, $75,000 in the next population
group, $100,000 in towns having from 500 to 1000 inhabitants,
$150,000 in towns of 1,000 to 5,000 people and $200,000 in the
largest towns and cities, (Table 20).
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Table 20 indicates that although most associations in small
towns were not able to obtain relatively large sales, a few had
sales of $150,000 or more. Associations in such towns, however,
should normally expect to have a relatively small business unless
unusual conditions prevail and should make plans for continued
small-scale operations. This applies also to new organizations being
established in small towns.

This relation between size of town and volume of business
apparently results from the size and quality of the trade territory
which affects both the size of town and the volume of business
of the association.

Number of Patrons

For 197 associations reporting a volume of business slightly
above the average for all associations, the average number of
patrons was 305, (Table 21). Average sales per patron were $308.
The number of patrons was estimated by the managers and, at
least for purposes of comparison, are considered representative.
The manager did not include in his estimate individuals making
only a few small purchases during the year.

TaBLe 21.—NuMBER OF PATRONS AND AVERAGE SaLEs Per PaTroN, BY SizE OF
AssociaTioN, 197 Excrances anp ELEvaTors, 1935.

Sales per Patrons per Sales per
Number Association Assaciation Patron
Sales in_Thousands of Asso-

of Dollars ciations Amount Index Number Index Amount Index
14 $14,530 100 106 100 8137 100

50 38,866 267 207 195 188 137

35 61,827 426 228 215 271 98

28 85,415 588 321 303 266 194

38 122,586 844 375 4 327 239

18 180,937 1245 449 424 403 294

14 279,239 1922 641 5 436 318

197 $94,044 647 305 288 3308 225

Large associations were large because they not only served a
large number of patrons but also handled more products and
supplies per patron. Compared with the smallest associations, the
largest ones had six times as many patrons and more than three
times as much business per patron, resulting in 19 times the volume
of business, (T'able 21).

The greater number of patrons of the larger associations prob-
ably was due to the patronage of a larger proportion of the
farmers in their trade areas as well as to the wider trade terri-
tories served by such associations, although data are not available
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to substantiate this conclusion. The larger sales per patron prob-
ably occurred principally because the large associations were more
commonly located in areas where farmers have larger cash sales
and use more feed and other supplies in their farming operations.
Part of it, however, may have resulted from the apparently wider
variety of supplies handled by the larger associations, thereby per-
mitting farmers to obtain from their associations more of the
different articles needed on the farm.

Margins
Although many associations received some income from the
use of their trucks and from patronage dividends paid by central
associations, the margins taken on products and supplies handled
were by far the most important source of income from which
expenses were to be met. For that reason, the margins taken by
exchanges and elevators are of considerable importance to them.

The gross margins taken on all commodities by the 165 ex-
changes and elevators from which detailed information was ob-
tained averaged 5.9 cents per dollar of sales, (Table 22). These

TasLe 22.—Gross Marcin as Per CenT or Sares, sy Commopity GRrours,
165 Excuances aND ELEvATORS, 1935,

Sales Reported

Gross

Per Cent Margin as

of Total Per Cent

Commodity Group Amount for State of Sales

Produce. . weveconcccceecem——— e —— e 85,249,444 65.3 4.3
Grains, Feeds and Flou s 10,299,186 61.7 6.1
Groceries, . 474,940 65.3 8.4
Hardware and 1,158,464 65.6 8.4
Miscellaneous. 649,495 ——— s
$17,831,529 63.2 5.9

*Petroleum products are excluded because a number of associations kept no records of amounts
used by their trucks.

associations handled $18,000,000 of products and supplies, amount-
ing to 63.2 per cent of the estimated sales of all exchanges and
elevators in Missouri. Because the sales of associations reporting
were larger than the average for all associations, the above mar-
gins may be slightly different from the average margins for all
associations,

Gross Margins by Commodities,—The average margins taken
on groups of commodities varied from 4.3 per cent of sales on
produce to 8.4 per cent on groceries and hardware, (Table 22).
The margins reported on petroleum products were higher, 136
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per cent, but were not reliable because some associations, it was
learned,. used gasoline and oil in their truck without taking this
into account on their books.

Among the important commodities handled, average margins
ranged from 2.7 per cent on eggs, less than one cent per dozen in
1935, to 15.3 per cent on hardware and machinery. (Table 23). In
addition, poultry, wheat and corn were handled on low margins
whereas salt, fuel, and fertilizers were given relatively high mark-
ups.

TasLe 23.—Gross Marcin as Per CenT oF SaLEs, BY IMPORTANT COMMODITIES,
165 Excuances anp ELevaTors, 1935.

Gross Margin

as Per Cent

Commodity Sales of Sales
................................................... $2,318,450 2.7
........................... 1,228,767 4.2
......................... ,210,754 7.5
_____________ 1,999,047 4.2
2,147,520 4.4
98,871 8.9
4,113,050 7.6
............. 04,490 6.4
....................... 60,771 8.2
_________________________________________ 73,597 13.0
Hardware and Machinery . - o oo cccceecccae 90,426 15.3
B enCing o o o o e e e 78,263 6.7
Seeds e e mm———m——mmmm————m 560,183 6.0
Fuel.. 218,527 9.7
T WINe e mm e m—————m——————— 59,973 4.9
Fertilizer and Li 153,789 11.6

Theoretically, margins to be taken on each product should be
related to the cost of handling that particular product. Practically,
this is not possible for several reasons. Few associations could
afford to maintain and analyze cost accounting records for the
purpose of establishing proper margins. Also, the competitive
situation probably would not permit the maintenance of such
margins on all products. Finally, relatively low margins on cer-
tain farm products may be necessary in order to attract and keep
patrons, who will buy supplies upon which margins are relatively
higher.

Average Margins by Areas.—The average margins taken by
exchanges and elevators varied appreciably by areas, being lowest,
4.9 per cent, in the south central area and highest, 6.9 per cent, in
the east central part of the state. (Table 24). From nearly one-half
to three-fourths of the estimated sales in each area was repre-
sented in these averages.

Since the variations among areas in the importance of high
or low margin products and supplies has some effect on average
margins, the margins taken on groups of commodities and on
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TasLe 24.—Gross MaRrcin as A PEr CENT oF SALE, BY Areas AND COMMODITIES,
165 Excuances aND ELEvATORS, 1935.

Sales Reported

Number Per Cent  Gross Margin
of Asso- of Total as Per Cent
Area ciations Amount for State of Sales*

NOrthWest e e e e 10 3 931,582 47.8 6.3
Northeast_ ... 45 3,818,307 76.0 6.5
West Central_. 21 2,954,148 58.3 5.7
East Central... 38 3,675,969 59.8 6.9
Southwest.____ 40 5,262,651 67.5 5.0
South Central oo cceaeee 11 1,189,092 54.3 4.9
Al e 165 317,831,529 63.2 5.9

#Excluding petroleum products

TaBLE 25.—Gross MarciN as Per CeENT oF SaLes, BY Areas AND ComMmoDITY
Grours, 165 Excuances axp EvLevarors, 1935.

Area

West East South
North- North- Cen- Cen- South- Cen-
Commodity Group west east tral tral west tral

éGross Margin as Per Cent of Sales)
Produce - oocooomao .. 6.1 .5 5.7 4.4 3.4 3.0
Grains, Feeds and Flour. 6.5 6.6 5.2 6.7 5.9 5.6
Groceries oo cocammanmcecaaan 4.3 7.9 15.1 8.3 8.9 7.5
Hardware and Similar Supplies.. 7.0 7.2 8.1 11.5 7.7 6.8
Al i 6.3 6.5 5.7 6.9 5.0 5.9

*Excluding petroleum products.

important individual commodities are more indicative of the dif-
ferences among areas in margins taken. The associations in the
Southwestern and South Central areas had low margins on produce
but maintained margins similar to those in other areas on other
groups of commodities, (Table 25).

Among the important commodities and supplies, margins were
lowest on eggs and poultry in the Southwestern and South Cen-
tral areas, on cream and wheat in the West Central region, on
corn in the Northwestern and Southwestern areas, and on feeds
in South Central and Southwestern Missouri (Table 26). It ap-
pears that margins generally are lowest on each commodity in
the areas where it makes up a relatively large part of total sales.
Competition probably is strongest in the areas where the market-
ings of a product or the purchases of a supply are relatively
important and, as a consequence, margins are reduced to the mini-
mum.

The margins most frequently taken on each product or sup-
ply by the associations are shown in Tables A and B of the
Appendix. For three-fourths of the 292 associations reporting,
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Tasre 26.—Gross Marciy as Per CENT OF SALES, BY AREAS AND IMPORTANT
CommonITIES, 165 Excuanges aND ErEvaToRrs, 1935.

Areas

West East South
North- North- Cen- Cen- South- Cen-
Commodity west east tral tral west tral

(Gross Margin as Per Cent of Sales)
4.6 4.0 4.6 2.8 1.9 1.7
7.1 5.7 6.8 4.4 2.9 2.1
7.8 7.9 6.3 9.1 7.0 6.9
4.7 4.2 3.5 5.2 4.4 10.0
2.3 6.0 4.0 5.1 3.1 9.1
9.8 11.3 8.0 9.1 * *
12.7 7.9 10.3 6.4 6.3 5.3
* 4.5 6.0 7.7 8.5 4.7
9.3 4.5 * 8.5 11.7 9.3
* 12.0 12.2 13.6 13.9 16.1
17.4 16.5 8.5 20.6 7.6 5.3
* 5.9 9.0 8.1 10.9 *
4.7 5.5 8.1 7.8 4.6 6.3
Fuel. - 10.4 8.6 8.4 18.6 % *
Fertilizer and Lim * 9.5 * 9.6 * *

*Sales too small to give representative gross margin.

the margins on all commodities were between 3 and 8 per cent of
sales.

The most common margin taken on eggs and poultry was
3 to 4 per cent; on cream, 7 to 8 per cent; on wheat and corn, 4
to 5 per cent; on feeds, 6 to 7 per cent; and on flour, 5 to 6 per
cent, (Table B, Appendix).

Methods of Handling

In handling products and supplies, cooperative associations
may either buy outright and resell, handle on commission, or pool.
The method used by Missouri exchanges and elevators in handling
products and supplies was almost entirely that of buying outright
and reselling. By this method the association acquires title to
the commodities bought and may resell them at the time, place,
and price considered most desirable. The commission method is,
sometimes used in handling grains and livestock. Under this
method, a fixed amount per bushel of grain or hundred-weight of
livestock is charged by the association for its services in marketing.
The pooling of orders for supplies and of products for marketing
is a rare practice among exchanges and elevators.

Sources of Purchases—When a detailed record of sales was
available, the manager of the exchange or elevator gave the sources
from which each product and supply was purchased and the pro-
portion obtained from each. Naturally, these estimates are rough,
but they serve as an indication of the sources of supply and the
relative importance of each. The sources were classified into six
groups; namely, farmers, central cooperatives, private middlemen,
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manufacturers, truckers, and local cooperatives. Many small as-
sociations bought certain items delivered by rail, such as fertilizer,
through larger associations so as to obtain advantage of carlot
rates. In the case of purchases, the central associations are
cooperative wholesalers. Purchases of an association from manu-
facturers on contracts made with a central cooperative were re-
garded as purchases from the cooperative rather than from. the
manufacturer. Private middlemen include wholesalers, jobbers,
retailers, brokers, etc.

In 1935, nearly 45 per cent of the products and supplies, by
value of purchases, was from farmers; 34.6 per cent from coopera-
tive wholesalers, either directly or on contract with manufacturers;
and approximately 14 per cent from private wholesalers, (Table
27). Manufacturers, including coal mines, accounted for 4.8 per
cent of purchases; truckers for 2 per cent; and local cooperatives
for the very small balance.

TasLe 27.~Sources From WricH Probpucts anp SuppLiEs WERE PURCHASED,
195 ExcuaNGEs AND ELEVATORS, 1935.

Purchases
Source of Purchase Amount Per Cent
Farmer-1?atrons . e c;;m e cmc e e e e e $8,303,600 44.6
Centra] Conperativens wcme mmm s mns oo smimm e i = -— 6,447,600 34.6
Private Middlemen__.._ 2,576,400 13.8
Mannfacturers. ... 884,300 4.8
Truckers. o venun 371,800 2.0
Other Local Cooperatives. 42,600 0.2
Al e $18,626,300 100.0

TaBLE 28.—Sources oF Purcuase aAND Per Cent oF ToraL From EacH, By Com-
mopity Grours, 195 Excuances axp ELevaTors, 1935.

Source of Purchase

Central  Private Local
Farmer- Cooper- Middle- Manu-  Trucker Cooper-
Commodity Group Patron ative men facturer ative All
(Per Cent from Each Source)
97 . 3 - - - 100
25 53 12 6 4 % 100
— 69 11 20 — * 100
* 33 67 - - - 100
Hardware and Simi:
lar Suppies.cae .. 15 41 30 14 - . 100
Totale cmcaaaac- 45 34 14 5 2 * 100

*Less than 0.5 per cent.
FIncluding a small amount of auto supplies.

The source of purchases, of course, varied with commodi-
ties. Practically all produce was purchased from farmer-patrons,
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(Table 28). Grains, feeds, and flour came mainly from cooperative
wholesalers and groceries from private wholesalers.

By individual commodities, eggs, poultry, cream, other pro-
duce, and wheat were almost solely purchased from farmers al-
though some exchanges bought small amounts of produce from
private grocers and produce buyers in their territories, (Table
29). Other products, of which a substantial proportion of pur-
chases was from farmers, included hay and straw, oats, and seeds.
Because of the drought in 1934, little corn was purchased from
farmers and shipped out of the area where grown, during the
first ten months of 1935.

TaBLE 29.—Sources oF Purcrase axp Per Cent or Torar From EacH, By Spe-
crriep Commonrties, 195 Excuances axD ELEvaTors, 1935,

Source of Purchase

Central  Private Local
Farmer- Cooper- Middle- Manu-  Trucker  Cooper-
Commodity Patron ative men facturer ative All
(Per Cent from Each Source)

) OF-2 S P 95 - 5 - - - 100

Poultry- 96 - 4 - - . 100

98 - 2 - - - 100

Othcr Producet 100 - * . - - 100

heat 99 1 * - -- * 100

Corn_. 7 38 39 - 16 * 100

Oats... 31 43 22 - 4 - 100

Comm - 82 7 11 * #* 100

Flour______..... - 81 4 15 - * 100

Hay and Straw. 38 25 37 . * - 100

Salteccccccceaean s 81 6 13 - o 100

Sugar_ o oococooono - 98 2 - - - 100

Other Groceries. .- - 18 82 - - - 100
Hardware and Ma-

chinerye.cucecacan - 9 23 68 - - 100

i 91 3 6 - . 100

30 27 43 S s - 100

- 38 27 358 - - 100

i - 76 13 11 - - 100

Fertilizer and Lime.. - 78 11 11 - * 100

*Less than 0.5 per cent
+Mainly wool, hides, furs and rabbits.

Mines.

Cooperative wholesalers furnished the associations most of
their commercial feeds, flour, salt, fencing, twine, fertilizer and
lime, and sugar. They also were an important source of corn,
oats, hay and straw, coal, and seeds.

Many of the supplies were bought from private middlemen.
Much of the hay in the Southwestern Missouri area was from
a large private hay dealer. Seeds were bought from seed houses
and groceries from wholesalers and jobbers. Coal also was bought
from middlemen in significant amounts.

Most of the machinery was bought from implement makers
or handled for them on a commission basis. Considerable coal
was bought from mines. Many associations, although affiliated
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with the Missouri Farmers’ Association and buying most of their
feed and flour from its cooperative wholesaling organization, also
handled feeds of private manufacturers.

Truckers peddled considerable corn and some oats to coopera-
tive associations in 19385. Several commodities were bought by
small exchanges from larger ones nearby.

Sales Outlets.—In 1935 more than one-half of the sales of the
198 exchanges and elevators, for which detailed records were
available, was made to farmers; and 22 per cent, to central co-
operatives, such as the creameries, produce plants, and whole-
“saling departments of the Missouri Farmers’ Association, (Table
30). Nearly one-sixth of the total business was with private
middlemen, mainly wholesalers and retailers; and 7.3 per cent with
private processors, principally flour mills and creameries. Towns-
people accounted for R.5 per cent of sales and other local coopera-
tives for the small remainder. These figures are based on esti-
mates by the managers of the proportion of sales made through
each outlet and, consequently, are not precise but do give an indi-
cation of the relative importance of each important outlet. Each
outlet accounting for a significant part of sales was reported.

Tasre 30.—Sares OuTLETs For Propucrs anxp Surpries, 198 EXCHANGES AND
EvLEvarors, 1935,

Sales .

Outlet Amount Per Cent
Farmer-Patrons. oo $10,933,800 52.2
Central Cooperatives. o .. oo oo 4 672 100 22.3
Private Middlemen. .o ... ________ 275, 1900 15.7
Private Processors... l 8, 1100 7.3
Townspeople oo ... 8,600 2.5
Other Local Cooperatives ,500 *
Al e e $20,936,000 100.0

*Less than .05 per cent.

The importance of each sales outlet varied according to the
commodity involved. Produce went largely to central cooperative
creameries and poultry plants. For the other groups of commodi-
ties, however, sales to farmers were, by far, the most important
outlet, (Table 31).

Farm products moving out from the associations went through
several outlets. Approximately two-thirds of the eggs, poultry,
wool, hides and furs was sold to central cooperative poultry
plants, and most of the other one-third to private produce houses
and other middlemen, (Table 32). Cream was almost equally
divided between central cooperative creameries and private ones,
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TaBLe 31.—SaLes Ourrers aND Per CeEnT or SarLes THroucH Eacm, By Com-
mopITY Groups, 198 ExcHaNGES aND ELEvATORS, 1935,

Sales Outlets

Central Private Private Local
Farmer- Cooper- Middle-  Proces- Towns-  Cooper-
Commodity Group Patrons atives men sors people atives All
(Per Cent Through Each Outlet)
Produce_-ccaocuoonn - 63 25 9 3 * 100
Grains, Feeds and

louro . -_ 75 3 13 8 1 * 100

Petroleum 85 - 12 - 3 * 100

Groceries ccaecusnu 89 - 5 - 6 .- 100
Hardware and Similar

Supplietemmcmcnnaa 90 1 6 - 3 * 100

Al ssaccmscss 52 22 16 7 3 * 100

*Less than 0.5 per cent.

TaBLE 32.—SaLEs OuTLET AND Per CeNT or SaLes TuroucH Eacw, By Speci-
F1IED CoMMoDITIES, 198 ExcHANGES AND ELEVATORS, 1935.

Sales Outlets

Central  Private  Private Local
Farmer- Cooper- Middle-  Proces- Towns-  Cooper-~
Commodity Patrons atives men sors people atives Alt
(Per Cent Through Each Outlet)

- 68 28 - * 100

- 66 29 5 * 100

. 46 5 19 * * 100

. 60 39 * 1 * 100

7 8 44 41 * * 100

94 4 2 - - - 100

Oat 98 - 2 - - - 100

Commercual Feeds 91 - 7 - 2 100

JoUre e ocmeoe 88 - 7 - 5 * 100

Hay and Stra 95 - 4 - 1 - 100

alt oo 97 —— 2 - 1 - 100

Sugar..o... 60 - 13 - 27 — 100

Other Groceries.. ... 95 - 4 - 1 & 100
Hardware and Ma-

chinery oo _o_o._. 97 am - - 3 - 100

Fencing__.. 96 - 4 - - _— 100

Seeds. o oo _o 88 1 10 - 1 100

Fuelocomaao. 79 - 6 o 15 e 100

TWine oo cccccnee 99 - 1 - - - 100

Fertilizer and Lime_. 97 - 3 - - - 100

*Less than 0.5 per cent.

Wheat went largely to jobbers and commission men and to private
milling companies. Local townspeople purchased appreciable
quantities of poultry, eggs, flour, sugar and fuel.

A comparison of tables 29 and 32 reveals that the exchanges
bought appreciable amounts of hay and straw, oats, seed, and
corn from farmers and resold them to other farmer-patrons. This
was true also of rye and barley. The other commodities, however,
were either bought from farmers and shipped out or brought in
from the outside and sold to farmers.

Methods of Transportation

W1th the improvement of roads and the introduction of the
truck, the methods by which exchanges and elevators receive sup-
plies and ship products to market have changed materially. Many
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exchanges and elevators that formerly used rail transportation
entirely, now own trucks and do practically all their hauling. More
than 70 per cent of the associations owned one or more trucks.
In this connection, it should be pointed out that fewer associations
having a small volume of business had trucks. Only 57 per cent of
the associations with less than $50,000 of sales had trucks in 1935,
whereas 80 per cent of the larger associations had delivery equip-
ment. For the four groups of exchanges and elevators having a
volume of business between $50,000 and $200,000 the proportion
of associations using trucks was almost uniformly 80 per cent.
About 95 per cent of the largest associations had trucking equip-
ment.

Receipts of Supplies.—Approximately 55 per cent of the sup-
plies purchased by associations having detailed records of sales
was received by rail, and 22 per cent was hauled in by the asso-
ciations in their own trucks, (Table 83). Associations commonly
TasLe 33.—Per Cent WaicH Receirrs or SuppLies BY Eacu Crass or TRrANs-

porTATION WERE oF Torar Recerers, 8y Commopities, 181 EXcHANGES
aND ELgvaTors, 1935.

Class of Transportation

Buyer’s Seller’s Truck Rail-

Commodity Truck Truck Line road All
(Per Cent by Each Class)

2 28 5 65 100
5 12 3 80 100
29 8 4 59 100
20 10 2 68 100
18 26 7 49 100
3 7 2 85 100
7 51 2 40 100
38 52 5 100
r i 54 9 11 26 100
Fencing. o cccoamceeeee 55 10 2 33 100
Seeds. oo 40 32 10 18 100
Uel o o e m———— 5 4 4 87 100
TWiNe e 38 11 12 39 100
Fertilizers and Lime.__._____._ 12 3 81 100
All Supplies*. oo 22 18 5 55 100

*Includes some not individually given above.

hauled livestock and other products to the central markets and
-brought back certain supplies. Supplies commonly hauled were:
feeds, flour, hay and straw, groceries, hardware and machinery,
fencing, seeds, and twine. Supplies, especially feeds, were more
commonly hauled in by associations in North, West Central and
Southwest Missouri, (Table 34). Railroads were used extensively.
for all supplies except groceries, but were most commonly used for
oats, salt, fuel and fertilizers. Although trucking has increased
rapidly in recent years, 59 per cent of the feeds was still being
received by rail in 1935, (Table 33).
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TasLg 34.—ProrortioN OF Probpucts SuippED OuT AND SUPPLIES REeceivep, By Specirmiep
CrAss oF TRANSPORTATION AND BY AREA, ExCHANGES AND ELevarors, 1935,

Commodity and Class of Transportation)

A Eggs Poultry Cream Commercial Feeds
re Buyer’s Seller’s Buyer’s Seller’s Buyer’s Seller’s Buyer’s Rail-
Truck Truck Truck Truck Truck Truck Truck road
(Per Cent of Total Shipments or Receipts by Each Class of Transportation)
Northwesto e ccocmcaaaan 5 5 100 - 86 - 49

Northeaste coucaaca 59 40 73 26 45 41 29 55
West Central_ ... 67 33 86 14 80 am 37 48
East Centralocaen.- 54 27 69 15 26 4 9 81
Southwest ..o 8 86 12 81 50 29 46 46
South Central 7 30 10 33 22 61 1 85
P-N | D, 30 55 44 41 46 31 29 59

The seller delivered 18 per cent of the supplies to the associa-
tion, most commonly delivering petroleum products and groceries.
Because a considerable amount of corn was bought from truckers,
the proportion of it delivered by the seller was also large. The
truck line was not used extensively for the delivery of supplies.

These figures and those in the following section were derived
from estimates made by managers of the proportion of the supplies
received and products shipped by each indicated means of trans-
portation. Thus, they are approximations, but undoubtedly point
out the relative importance of each method of delivery or shipment.

Shipments of Products.—The shipments of products, on the
other hand, were about equally divided among the railroad, the
buyer’s truck and the seller’s truck, after the 8 per cent hauled by
truck lines was excluded, (Table 35). Wheat was shipped almost
entirely by rail, but most of the produce was hauled by either
buyers’ or sellers’ trucks. In some areas, especially in Northern
and Central Missouri, the central cooperative produce plants and
other buyers' picked up eggs and poultry from the association, but

TasLe 35.—Per CenT Waicn SuripmeENTs oF FarMm Propucts By EacH Crass or
TraNsPORTATION WERE OF ToTaL SHIPMENTS, BY ProDUCTS, 170 EXCHANGES
aND ErLgvaTors, 1935.

Class of Transportation

Seller’s Buyer’s Truck Rail-
Product Truck Truck Line road All
(Per Cent by Each Class)

FgES e cevenmccccmcac e mm———- 55 30 13 2 100
Poultry. . 44 41 10 5 100
Cream_ .« oamcsuss 31 46 7 16 100
Other Produce 44 45 4 7 100
BAle e cmm———m——mmmme 1 * 98 100

All Productsfecaaccccaana 33 27 8 32 100

*Less than 0.5 per cent.
fIncludes some not individually given above.
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in others, notably Southwestern Missouri, the associations deliv-
ered these products to the plants. Such differences are brought out
in Table 34.

Services Performed for Patrons

Many associations provided delivery and collection service for
patrons. In addition, a large number of associations ground grains
and mixed feeds for patrons and trucked livestock to market for
them. Other services often included the maintenance of rooms
for social and educational functions and assistance to the local
farm clubs in the support of such activities.

Delivery and Collection Service—Many associations delivered
supplies to patrons and collected produce for them. In 1935, 80
per cent of the 171 associations reporting maintained delivery
service and delivered about one-third of their total sales of sup-
plies. Nearly 30 per cent of them delivered 40 per cent or more
of such sales. (Table 35).

Fewer associations, only 60 per cent, collected produce and
that collected amounted to only one-fourth of their purchases.
Thus, only 14 per cent of the produce handled by all associations
was collected. About 22 per cent of the associations collected
40 per cent or more of the produce bought, (Table 36).

TasLeE 36.—NUMBER oF AssociatioNs BY PErR CenNT oF SuppLiES DELIVERED OR
Propuce CorLecTED, 171 ExcranGEs AND ELEvaTORS, 1935.

Associations Delivering Associations Collecting
Supplies Produce

Per Cent Delivered or Collected Number Per Cent Number Per Cent

None Delivered or Collected. .o ouclocmacuan 32 18.7 68 39.8
Deliveries or Collections:

Less than 10 17 9.9 24 14.0
[0 U 28 16.4 28 16.4
20-40. oo 44 25.7 13 7.6
40 60______ 26 15.2 19 11.1
60-80.caenen 16 9.4 15 8.8
80 or more. 8 4.7 4 2.3
Total 171 100.0 171 100.0

Some associations charged for deliveries, especially when
small orders were delivered considerable distances. Quantity dis-
counts often were involved in the delivery policies of the associa-
tions because many associations either delivered large purchases
without cost or gave discounts when the buyer did the hauling.

Quantity Discounts
About 70 per cent of the associations either gave quantity
discounts on purchases of feeds in ton or larger lots, or provided
free delivery for such quantities. The most common discount
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was b cents per bag of feed. Discounts were sometimes extended
to other supplies. Whether or not a discount was given often
depended on whether the margin being taken was relatively high,
discounts being given only on supplies having relatively high
mark-ups.

Credit Policy

Since all associations sold their produce and other farm prod-
ucts for cash, the only credit they normally extended was that
in connection with sales of supplies to patrons. The credit policies
followed by exchanges and elevators in the sale of supplies varied
widely. Some operated entirely on a cash basis while others sold
as much as 50 per cent of their supplies on credit. More than one-
half of the associations made more than 10 per cent of their
sales of supplies on credit, (Table 3%). Credit sales amounted
to more than 50 per cent of total sales in 9 of the 248 associations
for which estimates of the per cent of sales on credit were obtained
from the managers.

TasLE 37—NUMBER oF AssocraTIoNs, BY PErR CENT or SuppLIES SoLD To PaTrONS
ox A Creprr Basis, 248 Excuances anp ELevarors, 1935.

Number of Cumulative
Credit Policy Associations Per Cent Per Cent

No Credit Sales. maocoamcccmccee e 20 8.1 8.1
Credit Sales as Per Cent of Total Sales of Supplies:

10 or less..... ecmccmmaacam—————— 100 40.3 48.4

0- 36 14.5 62.9

54 21.8 84.7

17 6.9 91.6

12 4.8 96.4

9 3.6 100.0

AllL e —— 248 100.0 ———

In about 96 per cent of the associations granting credit, the
principal basis used by the manager in determining whether to
require cash or to give credit to patrons purchasing supplies was
his own personal knowledge of the individuals. Less than one
per cent of the managers resorted to credit rating bureaus. In the
remaining three per cent of the associations, the directors deter-
mined who was to be granted credit.

Undoubtedly one of the most difficult problems confronting
every association is whether or not to sell on credit. One of
the questions arising in this connection is the effect of a cash
or limited credit policy on sales. The managers of some asso-
ciations stated that the bad account losses, resulting from credit
sales, were more than offset by gains from the increased volume
of sales when credit was granted. In the cost of credit, however,
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not only bad debts must be taken into account, but also the extra
expenses of bookeeping, collecting, and interest on accounts out-
standing. The latter three items often escape attention when
the costs of credit are considered by managers and directors of
associations.

A characteristic of Missouri exchanges and elevators which
makes the selling of supplies on credit less risky than for special-
ized businesses is their diversification. Since they not only sell
supplies to farmers but also buy produce and grain from them it is
possible to credit at least part of the purchases on accounts as long
as the debtor continues to sell his products through the associa-
tion. Futhermore, a large proportion of the products bought are
those which are produced throughout the year rather than sea-
sonally so that accounts need not get very old if a satisfactory
collection policy is followed.

Changes in Credit Policy.—Many managers and directors were
not satisfied with the credit policies followed in 1935. According
to the statements of managers, changes in terms of sale were
planned in 87, or 42 per cent, of the 209 associations reporting.
Of these, 10 were going on a strictly cash basis and 77 were
planning to grant less credit. Some of the decisions to restrict
credit in 1936, however, were based on the drought conditions
which prevailed at the time this survey was made. Directors and
managers were making an effort to avoid large accounts which
could not be paid from the reduced farm incomes resulting from
failure of crops and pastures. Whether these changes in policies
were only temporary or have been made permanent has not been
determined.

Collection Practice

Because most patrons visited the exchange or elevator regu-
larly, the most common method used in collecting accounts was to
see the patron personally and present him with his statement.
Only 20 per cent of the associations sent regular statements by
mail to charge account patrons. Associations paying patronage
dividends commonly deducted old accounts from patrons’ refunds
and some associations took over the stock of stockholders having
accounts long unpaid.

) Membership

The total membership of all exchanges and elevators in Mis-
souri was estimated at approximately 46,000 in 1935, an average of
nearly 150 members per association. It is probable that these
figures represent an overstatement of as much as 50 per cent be-
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cause in many areas where trade territories of associations over-
lapped, individuals were included as members of more than one
association. It is expected, however, that for purposes of compari-
son, these data will show relative, if not actual, differences among
groups of associations.

Except in associations whose stockholders only are members,
membership in capital stock cooperative associations is entirely
different from that in non-stock associations. In non-stock or
membership organizations, members have the control which in
capitol stock associations is reserved to stockholders.

Membership in Capital Stock Associations.—In Missouri, cap-
ital stock associations commonly have members as well as stock-
holders. This is true especially of those affiliated with the Missouri
Farmers’ Association, a general farm organization operating in
this state only. Of the 178 capital stock associations reporting,
only 88 had no members other than stockholders while 140 or 79
per cent had both members and stockholders, (Table 38). In

TasLe 38.—NUMBER AND AVERAGE SALES OF ASSOCIATIONS AND AVERAGE NUMBER
oF MEMBERS AND PaTRONS, BY REQUIREMENTS FOR MEMBERSHIP, 178 Ex-
cHANGES AND ErEvaTors Havine CarrTaL Stock, 1935.

Average
Sales Average Average Member
Associations Per As- Number Number as Per

—_— socia- of of Cent of

Requirements for Membership Number Per Cent tion Patrons Members Patrons
Membership Fee 135 75.9  $102,330 308 157 51
Own Stoek- o oo nes - 38 21.3 88,318 350 133 38
Patronize Association 5 2.8 63,540 345 345 100
Allccisnnsmmnmunmmmne 178 100.0 398,250 318 157 49

135 of these, a patron became a member of the association by
becoming a member of the Missouri Farmers’ Association. A
membership fee of one dollar was paid, not to the exchange, but
to the state organization. In some associations paying patronage
dividends, the membership fee was deducted from the patronage
dividend and each patron doing sufficient business with the asso-
ciation to receive one dollar in dividends became a member. In
the other five associations, a farmer automatically became a mem-
ber of the association when he began patronizing it.

In capital stock associations, control of the association and
its policies is entirely in the hands of stockholders. Members as
such have no voice in the control of these associations; their
membership merely qualifies them to receive patronage refunds, if
any are paid. Membership meetings in such associations, there-
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fore, have to be of a social, rather than business, nature. They are
usually held once a year, however, for the purpose of promoting
good will and to stimulate the interest of members in their asso-
ciations. Financial statements are rarely presented to members
and matters of policy are seldom discussed with them.

The number of members of associations is affected greatly by
membership requirements. Using the most liberal requirement,
that of buying or selling through the association where all patrons
were members as a basis of comparison, the requirement of a
membership fee of only one dollar permitted the association to
have only one-half as many members as would have been possible
if all patrons were members. Membership in associations where
stock ownership is necessary was equal to only 38 per cent of
the patrons. (Table 38).

The proportion of members who are patrons of the association
also is affected by membership requirements. This probably is
largely due to the differences in time elapsed since the member
last made a decision to become a member.

Most of the capital stock associations were at least ten years
old, therefore, considerable time had passed since the stockholder-
member joined the association by buying stock. Since then, many
stockholders have died or moved away and others had sold their
stock, so that many shares were in the hands of townspeople who
did not patronize the associations. Other stockholders, though
still in the community, have discontinued their patronage for one
reason or another. As a result, only 80 per cent of the stockholder-
members patronized their associations. (Table 39).

On the other hand, those who must pay an annual fee to be-
come a member have to decide each year whether to retain mem-
bership. Thus, those not patronizing the association and receiving
some direct benefit from it are not likely to renew their member-
ship, although the membership does carry other privileges and
advantages. Consequently, 96 per cent of such members were pa-
trons, (Table 39).

Patron-Members.—Less than one-half of the patrons of the 178
associations reporting was members in 1935. This proportion
ranged from 31 per cent in the associations where only stockhold-
ers were members, to 100 per cent in those where membership is
contingent only on patronage, (Table 39).

The interest of patrons in their associations, judged by whether
or not they were members, varies from one area of the state to
the next. Relatively more patrons were members in Southwestern,
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TasLe 39.—PaTrox-MemBERs As PEr CENT or ToTaL PaTrONS AND MEMBERS,
BY REQUIREMENTs FoR MEMBERsHIP, 178 ExcHANGES AND ELEVAaTORS HaAv-
ing Carprrar Stock, 1935,

Patron-Members

Number Average Average As Per As Per
of As- Number Number Cent of  Cent of
socia- of of Average Total Total

Requirement for Membership tions Patrons Members Number Members Patrons
Membership Fee_. 135 308 157 151 96 49
Ow;g‘ Si::i:lp « 38 350 133 107 80 31
Patronize Associati 5 345 345 345 100 100

N | 178 318 157 147 94 46

West Central and East Central Missouri than in the other areas,
according to data from the 135 capital stock organizations having
a fee for membership. Approximately 58 per cent of the patrons
was members in Southwest Missouri, compared with only 36 per
cent in the northeastern part of the state. (Table 40).

The payment of patronage dividends by cooperatives appar-
ently was a strong inducement for patrons to become members of
the association. Of the 135 associations having a membership fee,
one-third paid patronage dividends in 1935. In these 45 associa-
tions 61 per cent of the patrons was members compared to 41 per
cent for associations not paying patronage dividends.

Tasre 40.—PaTroN-MEemBERs As PEr CENT oF ToraL PaTrons, By Areas, 135
CarrraL Stock Associations Havineg A MemBersHip FEE, 1935.

Patron-Members

Number Average As Per
of As- Number Cent of
socia~ of Average Total

Area tions Patrons Number Patrons

Northwest._. 9 359 136 38
Northeast.. 12 294 105 36
West Centra 24 379 208 55
East Central_. 33 280 148 53
Southwest_____ 41 313 182 58
South Central 16 287 114 40

Al e 135 308 151 49

For those capital stock associations requiring a fee for mem-
bership, the proportion of patrons who were members increased
with the size of the associations. In the associations with less
than $50,000 of sales, only 38 per cent of the patrons was mem-
bers while 58 per cent of the patrons of the 27 largest associations
was members, (Table 41). This may have been due in part of the
fact that more of the larger associations paid patronage dividends,
making it more attractive financially to be a member. Much of
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TasLE 41.——PropPorTioN oF Patrons Wro Were MEeMsers, By SizE or Business,
135 Excrances AND ELEvaTors Having CaAPITAL STOCK AND REQUIRING A
Fee ror MEmBERSHIP, 1935,

Patron-
g Members
Number Number as Per
of As- Number o Cent of
socia- of Patron- Total
Sales tions Patrons Members Patrons
Less than $50,000 40 197 74 38
$50.000- 100.000 42 250 106 42
100.000- 150,000 26 346 184 53
150,000 or more.... 27 524 304 58
Allecsussarcanssinamamnns 135 308 151 49

this relationship, however, may be attributed to the location of the
larger associations in areas where conditions lead both to large
associations and to a large proportion of farmers beig members
of cooperatives. Some of these conditions are large cash income
and expenses per farm, a relatively large part of the farm income
from one class of farm products, and a population similar in na-
tionality and religion.

Proportion of Business With Members.—Based on estimates
made by the managers of associations, only 68 per cent of the
business of the capital stock associations was with members. This
proportion was affected greatly by the membership requirement,
being only 52 per cent for associations requiring that members
-own stock, 71 per cent for those having a membership fee, and
100 per cent for those in which every patron was a member. (Ta-
ble 42).

TasLe 42—Per CenT oF ToraL Busivess Wite MeMBERS, BY REQUIREMENTS FOR MEMBER-
SHIP AND SIZE OF AssSOCIATION, 203 EXCHANGES AND ELEVATORS, 1935.

Requirement for Membership

Patronize

Membership Fee Own Stock Association All

Per Cent Per Cent Per Cent Per Cent

Number of Busi- Number of Busi- Number of Busi- Number of Busi-

of ness with of ness with [} ness with of ness with

Sales in_ Thousands Associ- Mem- Associ- Mem- Associ- Mem- Associ- Mem-

of Dollars ations bers ations bers ations bers ations bers
41 57 17 49 2 100 60 57
48 64 12 46 ¥ 100 63 62
33 71 8 55 1 100 42 69
29 78 9 54 - —- 38 73
151 71 46 52 6 100 203 68

In 1935, 75 per cent or more of the business was with members
in more than one-half of the associations requiring a membership
fee, but in only 20 per cent of the associations requiring stock own-
erships. (Table 43). Nearly 20 per cent of the associations with a
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membership fee requirement and more than 32 per cent of
stockholder-member associations did less than 50 per cent of their
business with members in 1935. These latter figures are particu-
larly significant from the standpoint of income tax exemption.

In the capital stock associations having a membership fee
requirement the proportion of business done with members varied
with the volume of sales. More than three-fourths of the busi-
ness was with members in the largest associations compared with
only 57 per cent in the smallest ones. (Table 42). There was
little, if any, relationship between size and the percentage of busi-
ness with members in the associations requiring members to own
stock.

TaBLE 43.—NuMBER OF AssociaTions as PEr CeNT oF Toral, BY REQUIREMENTS
ror MemBERsHIP AND PER CENT oF Business Done Wite MemBERS, 203
Excuaxces AND ELevaTors Havine CarrtaL Stock, 1935.

Requirements for Membership

Membership Fee Own Stock Buy or Sell
Per Cent of Business Done Pro- Sup- Pro- Sup- Pro- Sup-
With Members ducts plies ducts plies ducts plies
(Associations as Per Cent of Total)
8.6 7.9 10.9 13.0 ———— ————
9.3 11.3 21.7 21.7 R ——
25.2 23.2 43.5 45.7 [ —
75-or more _ 56.9 57.6 23.9 19.6 100.0 100.0
Al e racen 100.0 100.0 100.0 100.0 100.0 100.0
Number of Associations..ccce-- 151 46 6

Business Per Member-Patron.—The percentage of business
done with members was much greater than the proportion of
patrons who were members because the members in associations
having both members and non-member patrons bought and sold
more through their associations. The sales of capital stock asso-
ciations averaged $454 for member-patrons and $184 for non-
member patrons compared with $309 for all. (Table 44). For
associations with a membership fee requirement, the sales per

TABLE 44.—SALEs PER MEMBER AND NoN-MEMBER PaTrRON, BY MEMBERSHIP REQUIREMENTS,
178 ExcuanGes AND ELEvaTors Havine Carrrar Stock, 1935,

NufmAber Sales Per Association Sales Per Patron

of As-

socia- Non- Non-
Membership Requirement tions Member Member Total Member Member All

Membership Feeo o ... 135 872,655 829,676 $102,331 $481 3190 $333

Own Stocke oo cccciccann 38 45,925 42,393 . 88,318 430 174 252

Patronize Association...... 5 63,540 ... 63,540 184 ——— 184

Al el 178 $66,810 $31,440 $98,250 $454 184 $309
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member averaged $481 compared to $190 for non-member patrons.
Whether business per patron-member was higher because the
larger farmers were members or because non-members did more of
their buying and selling elsewhere could not be determined from
the data available.

Membership in Non-Stock Associations.—In non-stock associa-
tions, members have control similar to that of stockholders of
capital stock associations. One difference, however, is that in
membership associations in Missouri, each member has only one
vote for any purpose whereas stockholders of capital stock asso-
ciations organized under the 1919 act have one vote in the election
of directors for each share of stock held. Also capital contribu-
tions are seldom, if ever, linked with control of the association.

The requirement for membership in 18 of the 19 non-stock
associations reporting was a membership fee and in the other, all
patrons were members. The fee was most commonly one dollar
per year because of the predominance of associations affiliated with
the Missouri Farmers’ Association. The total membership of 18
non-stock associations was estimated at 2,050 or approximately 115
members per association. In 14 of 22 exchanges and elevators,
property rights of members were equal and in the other 8 they were
based on the amount of business done. In 18 of the 20 associations
reporting, all property rights were forfeited upon loss of mem-
bership. Most managers remarked that the question of property
rights in a membership association was one which would seldom
have to be answered because few cooperative or any other kind
of business enterprises go out of business before the net worth
of the association has been dissipated. '

The 18 non-stock associations having a membership fee re-
quirement had an average of 218 patrons and 102 members. Patron-
members averaged 92 per association and were only 42 per cent
of the total patrons. Thus, control of the association was vested in
less than one-half of the patrons. Because of the much greater
business per member-patron, however, 84 per cent of the business
was with members.

Membership Contacts.—Because of their fairly intimate per-
sonal contacts with members at the store, most managers did not
use any other method of contact with members. Some, however,
resorted to advertisements, news letters, newspaper articles, per-
sonal visit and even telephone calls to hold old patrons and to
obtain new ones. In addition, each member of the Missouri Farm-
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ers’ Association with which most associations were affiliated re-
ceived the periodical of that organization. The Missouri Farm
Bureau newspaper reached also the members of that organization
who were also members of the several service associations spon-
sored by the Farm Bureau.

Patronage Dividends.—The patronage dividend has been re-
garded by many cooperative leaders as an excellent stimulus to
membership. There was considerable difference of opinion among
managers of local exchanges and elevators, however, as to the
relative advantages of patronage dividends over low margins as
an inducement to patronage and membership. In Missouri, where
patronage dividends are distributed only to members and all
farmer-patrons are not members, it is more equitable to give patrons
their dividends on each purchase through lower margins. An ad-
vantage of the low margin also is the smaller amount of bookkeep-
ing required when margins are held low enough to leave nothing
to distribute after operating expenses are paid.

An advantage of the patronage dividend over low margins
is the assurance it gives the association of receiving enough income
to meet expenses. Amnother is that the dividend received by a
patron is likely to be large enough to point out the advantage of
being a member of the association, whereas low margins, if met
by competitors, may not be recognized by the patron. Many man-
agers disagree strongly with this latter, contending that they can
draw more patronage and hold it with low margins than would
be possible with a patronage dividend. .

Regardless of the relative merits of the two policies of opera-
tion, 29 per cent of 249 associations from which this information
was obtained, paid patronage dividends in 1935. A further discus-
sion of these refunds appears later under “Distribution of Earn-
ings.”

Stockholders

In cooperative associations having capital stock, capital con-
tributions and control of the organization are combined. In such
organizations, the stockholders determine certain broad, general
policies, and elect the members of a board of directors to which
is delegated authority to determine other policies and to perform
other duties for the stockholders. v

The number of stockholders averaged 128 per association,
(Table 45). Although the number of stockholders did not increase
directly with the size of associations, there was a tendency for
the larger associations to have more stockholders than the smaller
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ones. For example, the average number of stockholders ranged
from 78 in associations with annual sales of less than $25,000 to
163 in those with a volume of from $150,000 to $200,000.

TasLe 45.—Per CeEnT WaicH STockHOLDER-PATRONS WERE OF TOTAL STOCKHOLDERS AND
oF ToraL PaTrons, By Size oF Assocration, 177 Excrances axp ErLevarors, 1935.

Number per Association Stockholder-Patrons
Number as Per Cent of
s A o Stock Bobier Stock Total
i h ia~ tock- older- tock- otal
Salesonan'I;ugl::an * g:;:sg ¢ st?g:las hoﬁfers Patrons Patrons holders Patrons
17,179 14 78 114 44 56 39
s38,068 44 99 207 72 73 35
62,382 34 141 230 98 70 43
¢,,378 23 122 344 3 76 27
122,119 32 148 39 120 81 30
176,872 18 163 466 137 84 29
282,892 12 156 706 123 79 17
F-1 | " 393,273 177 128 316 96 75 30

Stockholder-Patrons.—The number of stockholders who pat-
ronized the association averaged 96 per association, making up
only 30 per cent of the total patrons. Thus, on the average, the
control of these associations was vested in only 30 per cent of the
persons using them. The proportion of patrons who were stock-
holders ranged from approximately 40 per cent in the small asso-
ciations to 17 per cent in the large ones. Putting the control of
associations into the hands of their patrons is one of the biggest
jobs facing Missouri cooperatives.

Not only are many patrons excluded from control of the
association but also numerous non-patrons have a voice in deter-
mining the policies of many cooperatives. On the average, one-
fourth of the stockholders was not patrons of the associations.
Less than one-half of the stockholders was patrons in 6.8 per cent
of these cooperatives and less than 80 per cent in nearly one-half
of them. In 7.4 per cent, however, all stockholders were patrons,
(Table 46). The proportion ranged from 20 to 100 per cent by
associations.

There are several reasons for this situation. Many of the
non-patron stockholders are no longer living in the trade terri-
tories of the associations. Others are townspeople who acquired
the stock through purchase or inheritance, and still others live in
the community but have quit the association for some reason and
have retained their stock. Non-patron shareholders are often a han-
dicap to the capital stock cooperative associations. They nor-
mally have little interest in their organizations, except to obtain
large dividends on stock. Therefore, they usually are a threat
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TasLg 46—NuMmBER OF AssoclaTiONs, By PER CENT OF STOCKHOLDERS Wro
WERE PaTroNs, 177 Excrances anp ELEvaTors, 1935. :

Number of Cumulative
Per Cent of Stockholders Who Were Patrons Associations Per Cent Per Cent
13 7.4 7.4
40 22.6 30.0
45 25.4 55.4
25 14.1 69.5
22 12.4 81.9
20 11.3 93.2
12 6.8 100.0
177 100.0 R

to the continuance of the organization on a cooperative basis be-
cause they expect it to be run for profit rather than in the best
interest of its farmer-patromns.

There was some tendency for relatively more of the stock-
holders to be patrons in the larger associations than in the smaller
ones, (Table 45).

It might be expected that by reducing the par value of shares,
the proportion of patrons owning stock would be increased. Insofar
as the $10 and $5 shares were concerned, this was true, since 44
per cent of the patrons was stockholders in the association having
the smaller share compared to only 30 per cent for those having
shares of $10 or $12.50 each, (Table 47). In associations having
stock with a par value of more than $12.50 per share, the propor-
tion of patrons who owned stock did not decline significantly as
the size of share was increased.

TasLeE 47.—STockHOLDER-PATRONS as PEr CenT oF ToTar Parrons, BY Par
VaLuE oF Suares, 177 ExcrHances aND ELEvaTORS, 1935,

Stockholder-Patrons

Average As Per

Number Number Cent of

of Associ- of Average Total

Par Value of Share ations Patrons Number Patrons
B s o i m e e i = 14 277 122 44
10-812.50. - ¢ eeecmceeeee e 88 303 90 30
20~ 25 e 34 353 102 29
L ¢ 28 307 88 29
100 - e 13 397 113 28
Allo e 177 316 96 30

Attendance at Annual Meetings.—An annual stockholders’
meeting usually is held immediately after the close of the fiscal
year. At this meeting, the results of the year’s operations are
disclosed, matters of a broad, general nature discussed, vacancies
on the board of directors filled, and certain questions of policy
decided.
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Relatively few stockholders attended these meetings. The
average attendance for all associations at the meetings for the fiscal
year, which ended during the last half of 1935 or the first half of
1936, was only 84.6 per cent. At that time, as many as 60 per
cent of the stockholders attended in only 33, or 19 per cent, of
the 178 associations reporting, (Table 48). Less than 40 per cent
of the stockholders attended in nearly two-thirds of the associa-
tions.

TasLe 48.—NuMBER OF AssociaTioNs, By PEr CENT ATTENDANCE OF STOCK-
HOLDERS AT ANNUAL MEETINGS, 173 ExcHaNGEs AND ELEVATORS, 1935.

Number of Per Cent Cumulative
Per Cent Attendance Associations of Total Per Cent

4.6 4.6

25 14.4 19.0

34 19.7 38.7

72 41.6 80.3

34 19.7 100.0

173 100.0 ———

Largest Holding of Stock.—Because the 1919 Capital Stock
Act under which most of the capital stock cooperatives are incor-
porated, and the general business corporations law under which a
few are chartered, permit stockholders to vote by shares in the
election of directors, a wide distribution of the stock among patrons
is to be desired. Thus, the concentration of stock as shown by the
largest holding of any one stockholder is of interest.

Although the 1919 Act places a limit of 10 per cent as the
largest amount of stock one person may hold, the largest holding
of stock in relation to that outstanding was as high as 22.5 per cent
and averaged 6.3 per cent for all associations. This limit was ex-
ceeded in 25, or 14 per cent, of the 177 associations. All these
latter were operating under the 1919 Act.

It is the small associations which have difficulty in keeping
within this limit. Their requirements are so small that relatively
few farmers can provide the capital. Even if not more than 10
per cent of the stock had been issued to one stockholder, more
may have been acquired by a stockholder through purchase or in-
heritance, thus increasing his proportion, or some may have been
retired by the association, which would have increased the pro-
portions held by stockholders retaining their stock. In 1935, the
largest holdings of stock in the smallest associations averaged 10
per cent of that outstanding, and exceeded the 10 per cent limit in
six of the 14 cooperatives in this group, (Table 49). In the largest
associations no stockholder held more than 10 per cent of the
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TasLe 49.~AvERAGE PER CENT oF STock HELD BY LARGEST STOCKHOLDBR, BY SIZE OF Asso.
craTioN, 177 ExcHaNGES AND ELEVATORS, 1935.

Associations in Which
More Than 10 Per Cent

Average Stock Per Cent of Stock Held of Stock was Held
Sales in Number Number of per by Largest Holder by One Person
Thousands of Associ- Stock- Stock

of Dollars ations holders holder Range Average Number Per Cent

14 78 259 2.7-22.5 10.0 6 43

44 99 72 1.2-20.2 6.9 9 20

34 141 6 2.0-13.1 5.6 3 9

23 122 111 1.9-21.8 6.4 2 9

32 148 83 1.3-19.2 5.9 4 12

18 163 102 0.8-10.5 4.9 1 6

12 156 71 1.0- 9.9 4.6 - o

177 128 381 0.8-22.5 6.3 25 14

outstanding stock. The largest associations obtain their capital
from more persons as well as by selling a larger amount of stock
per person.

The limitation on the amount of stock one shareholder may
own, which was set up in the by-laws, corresponded with that in the
1919 Act in only GO per cent of the 210 capital stock associations
for which this information was obtained, (Table 50). The by-law
limitation was less than 10 per cent in 62, or 30 per cent, of these
cooperatives and exceeded 10 per cent in four others. Eight asso-
ciations had no limit in their by-laws. Of course, the limits in
excess of 10 per cent are unlawful, since by-laws can not set limi-
tations in excess of those in the law under which the association is
chartered.

TaBLE 50.—NuMBER oF Assocrarions, By Livitations 1N Bv-Laws on AMounT oF CAPITAL
Stock One Person May Owy, 210 Excuances aND ELEvaTors, 1935.

Associations in Which Associations in Which
By-Law Limit was the 10 Per Cent Limit
Associations Exceeded was Exceeded
Limitation in By-Laws as Per Cent

of Stock Outstanling, 1935 Number Per Cent Number Per Cent Number Per Cent
Less than 5_._ 48 23 30 62 - -
5-10..... 14 7 5 36 —— —
......... 126 60 18 14 18 14
More than 100 oo _ - 4 2 — - 2 50
No limite oo 18 8 - = 39
Bl cruniincaemaamane 210 100 53 25 27 13

Limits of less than 10 per cent, however, were commonly ex-
ceeded. Only 38 per cent of the associations with a by-law limit
of less than 5 per cent had been able to maintain that limit, al-
though all of them had stayed under the 10 per cent limitation of
the 1919 Act. Fourteen per cent of the associations having the
same limit as the 1919 Act exceeded their limits, while 9 of the
22 having either a by-law limitation of more than 10 per cent or
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no limitation at all, exceeded the legal limitation of 10 per cent
imposed by their charter. "

Directors

The stockholders of capital stock associations and the mem-
bers of non-stock coperatives delegate certain responsibilities to
the boards of directors. These are the formulation of all policies
not reserved by law or by-law to stockholders or members, for
the proper and efficient operation of the association; the hiring of
a manager to put these policies into practice by making the day-
to-day decisions involving policy required in the management of
a mercantile business; and the periodic checking of the effect of
new policies and of the manager’s effectiveness in handling the
affairs of the association. The importance of directors, therefore,
makes certain facts about them of interest.

Number of Directors.—The number of directors has certain
effects on the association. A board too small to be representative
of varied interests in the association may cause certain members
to lose interest because they do not feel represented. Too many
directors make for lengthy discussions and postponements in the
development of policies. Large boards often elect an executive
committee to meet monthly or as often as necessary, thereby
making it necessary to have only a few meetings per year of the
entire board. An even number of directors often causes deadlocks
and delay on important matters because of tie votes.

Missouri exchanges and elevators were relatively free from
these difficulties. They had small boards, for nearly 80 per cent

TaBLE 51.—NUMBER OF AssocIATIONS, BY NUMBER OF DIRECTORS, 263 EXCHANGES
anp ErLevaTors, 1935.

Associations

Number of Directors . Number Per Cent

105 39.9

7 2.7

105 39.9

2 0.8

31 11.8

13 4.9

263 100.0

of them had either 5 or 7 directors and only 4.9 per cent had 10 or
more. (Table 51). Their territories are small so there is little
variation in interests of members. Finally, only 5 per cent of
the associations had an even number of directors.
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TaABLE 52.~NuMBER OF DIRECTORS AND AVERAGE NUMBER OF DIrECTORS’ MERT-
INGs, BY S1zE oF Assocratiow, 253 Excrances anp ELEvaTors, 1935.

Average X
Number Number Number of Directors
of As- of Direc-~
socia~ tors’ 5 7 9 or
Sales tions Meetings or6 or8 more . Al
(Number of Associations as
Per Cent of Total)

Less than $25,000. . oo 27 8.3 52 44 4 100
$25,000- 50,000. 60 8.9 55 33 12 100
50,000~ 75, 45 11.5 47 35 18 00
33 10.6 40 42 18 100
43 10.5 30 49 21 100
25 11.2 24 52 24 100
20 11.7 25 50 25 00
-V | D 253 10.4 41 42 17 100

The size of the board of directors varied with the size of the
association. In 1935, more than one-half of the 27 smallest asso-
ciations reporting had 5 or 6 directors and only 4 per cent had as
many as 9, (Table 52). On the other hand, only one-fourth of the
largest associations had as few as six directors and one-fourth of
them had 9 or more.

Term of Office—The term of office of directors ranged from
one to five years. In 65.5 per cent of the associations, the term
was only one year; in 15.5 per cent, two years, and 16.8 per cent,
three years. In the other 2.2 per cent, irregular terms varying from
one to five years were found. In associations having terms of
two years or more, the terms were usually staggered so that the
board always had some members with experience. Even when
the term was only one year, directors commonly were re-elected
from year to year. Hence, an entirely inexperienced board was
seldom found.

More than 98 per cent of the directors of cooperative exchanges
and elevators in 1935 was farmers, thus placing control of these
organizations in the hands of producers. Only three associations
of the 254 reporting had as many as two board members who were
not farmers. In 19 others, one member was not a farmer. These
non-farmer directors were, in most instances, bankers, ex-bankers,
or local merchants.

Of the 267 associations reporting, only 143, or 53.6 per cent,
paid directors for their services. For the 117 associations paying
their directors on a per-meeting basis, the amount varied from 50
cents to $3.00 and averaged $1.50 per meeting. In 16 associations,
the directors were paid on an annual basis, the amount ranging
from one to thirty dollars per year. Ten other associations either
paid their directors mileage, actual expenses, or a specified amount
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TaBLE 53.——PEer CENT oF AssocratioNs Paving Direétors, BY Size or Assocla-
TION, 267 ExcHANGEs AND ELEvVATORS, 1935,

Associations Paying

Directors
Number of
Sales Associations Number Per Cent

Less than $50,000. _ 94 32 34.0
50,000- 100,000-._ 79 46 58.2
100, 000— 150.000. - 49 31 63.3
150,000 OF MOT€. e e cee i ccee e 45 34 75.6
Allooo... - 267 143 53.6

per day. The compensation of directors was related to the size of
association. More than three-fourths of the largest associations
paid their directors compared to only 34 per cent of the smaller
ones, (Table 53).

In 29 of the 267 associations the secretary received a special
fee in addition to that received as a director and in nine others
the secretary was the only member of the board receiving compen-
sation.

Number of Meetings.—The number of directors’ meetings in
1935 varied from none to twenty per association and averaged 10.4
meetings for all associations, (Table 52). The most common
number was 12, held by 60 per cent of the associations. Other
frequent numbers were 4, 6 and 8. (Table 54).

TaBLE 54.—NUMBER OF AssOCIATIONS, BY NUMBER oF DIRECTORS’ MEETINGS
Hewp, 256 Excuances anp ELevaTors, 1935.

Associations

Per Cent Cumulative
Number of Meetings Number of Total Per Cent

4 or less_.. - 30 11.7 11.7
- 24 9.4 21.1
- 22 8.6 29.7
- 163 63.7 93.4
17 6.6 100.0
Alls e 256 100.0 ———

The average number of meetings held by associations with
less than $50,000 of sales was somewhat less than that for larger
associations, averaging 8.8 compared with 11 for associations
with $50,000 or more of sales. (Table 52). Above this minimum
there apparently was little tendency for the larger associations to
increase the number of meetings held. ILarge boards, those with
11 or more members, held fewer meetings than the smaller ones,
(Table 55).
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TaBLE 55.~—AvERAGE NUMBER oF DIRECTORS’ MEETINGS AND AVERAGE ATTEND-
ANCE, BY S1zE OF Boarp oF DiREcTORS, 259 Excuances AND ELEVATORS,

1935.
Average Per Cent
Number of Number of Attendance
Directors’ at

Number of Directors Assaciations Meetings Meetings

107 10.3 93.9

109 10.5 87.8

35 10.6 88.0

8 8.9 75.2

259 10.4 88.8

Attendance—The average attendance at directors’ meetings
was 90 per cent, meaning that, for a five-member board, one direc-
tor was absent one-half of the time. The attendance of directors
on small boards, however, was somewhat better than for larger
ones, being nearly 94 per cent for 5- or 6-member boards compared
to less than 75 per cent for those having 11 or more members,
(Table 55).

As might be expected, the attendance in associations paying
their directors was higher than in those not doing so, but the
difference was surprisingly small. For directors receiving pay
the average attendance was 93.8 per cent as against 88 per cent
for those not being compensated. The proportion of associations
reporting perfect attendance of directors, however, was consid-
erably higher for those associations which paid their directors,
(Table 56).

TaBLE 56.—NUMBER OF AssocraTions, By PER CENT ATTENDANCE OF DIRECTORS
anp Poricy or AssociatioN REeGarpiNG CoMPENSATION OF DIRECTORS,
208 Excuances ANp ELEvaTORS, 1935,

Assaciations Not Associations
Paying Directors Paying Directors
Per Cent Cumu- Cumu-
Attendance Per Cent lative Per Cent lative
At Meetings Number of Total Per Cent Number of Total Per Cent
37 39.8 39.8 66 57.3 57.3
6 6.5 46.3 11 9.6 66.9
27 29.0 75.3 30 26.1 93.0
15 16.1 91.4 7 6.1 99.1
7 7.5 98.9 1 0.9 100.0
1 1.1 100.0 - ——— ————
93 . 100.0 [ 115 100.0 o

The number of meetings held per year had little, if any effect,
on attendance of directors.
| After eliminating the effect of compensation of directors,
there appeared to be no relation between size of association and
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TaBLeE 57.~AVERAGE ATTENDANCE OF DIRECTORS, BY SIZE OF ASSOCIATION AND
PoLicy or AssocratioN REeGARDING THE PaviNg or Direcrtors, 127 Ex-
cHANGES AND ELEvaTORs HowLping 12 MEeeTINGs During YEAR, 1935.

Associations Not Asgsociations
Paying Directors Paying Directors
Per Cent Per Cent
Number of Attendance Number of Attendance
Sales Associations of Directors  Associations  of Directors
Less than 350,000 _ oo . 21 87.9 18 93.1
$50,000- 100.000.__ 16 90.8 26 92.7
100,000~ 150,000._- 7 89.9 13 91.2
150,000 or MOTe. - mccmceccccmmaee 4 87.5 22 94.2
Alle e iceaee 48 89.1 79 93.0

attendance of directors, (Table 57). The better attendance of
directors in the larger associations apparently resulted from
the higher proportion of directors being paid rather than a
greater interest of directors in the larger cooperatives.

The Manager

The board of directors delegates to a manager the responsi-
bility for the successful operation of the association in accordance
with policies established by the board. The manager, therefore,
handles the buying of supplies for the association, supervises the
purchase of farm products, plans the distribution of work among
employees and does other work of a managerial nature. In small
exchanges and elevators he also may do some of the manual tasks
such as keeping records and serving patrons.

Experience.—The nature of his duties makes it desirable that
the manager of a cooperative exchange or elevator have some ex-
perience in this type of business before becoming manager. Man-
agers of exchanges and elevators in most instances were men with
previous training and experience. In more than one-half of 237
associations reporting, the managers as of December 31, 1935 had
been associated either with the same or another cooperative asso-
ciation, or with a private business of a similar nature before assum-

TaBLE 58.—NuMBER OF MANAGERS, BY OccuPATION BEFORE ACCEPTING PRESENT
PosiTions, 237 ExcHANGEs AND ELEVATORS, 1935,

Managers
Occupation Prior To Present Position Number Per Cent
Helper in Same Associadion  ccocccacacaccnan . 68 28.7
Manager of Another A8soCiation. oo ccocaacccccmcacccamcaaane 39 16 .4
Manager of a Similar Private Business 21 8.9
ATMEl e e mmmmcecmememanaa . 76 32.1
VT e o s s s o e 7 e e e g o e e e i 33 13.9
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ing their present positions. (Table 58). Another 32 per cent of the
managers had been farming previously and the other 14 per cent had
been doing some other type of work.

Because so many managers have been with the association for
a long period of years, the previous occupation of managers does
not give an accurate statement of their present experience. For
example, 34 per cent of the 172 managers from which records
of employment for the last ten years were obtained, had been
managers of their present associations for the entire period, (Table
59). Previous occupation would have little to do with their pres-

TaBLe 59.—DisTRIBUTION oF MANAGERs As oF DEcemser 31, 1935, Accorping
10 THEIR OccupatioNs oN DEcemBer 31 of Eacm YEear, 1925-35, 172
ExcHANGES AND ELEVATORS.

Occupation of Manager for 1935 as of December 31 of Each Year

Manager In
of Private
Same Association Another  Mercan-
Associ- tile
Year Manager  Helper ation Business  Farmer Other All
(Number of Managers as Per Cent of Total)
1935 100 . - - . - 100
92 3 1 - 2 2 100
82 4 3 - 5 6 100
76 5 5 .- 7 7 100
65 8 6 1 10 10 100
60 9 7 1 13 10 100
51 10 9 2 16 12 100
47 10 9 2 20 12 100
43 11 8 2 22 14 100
39 11 9 2 25 14 100
34 13 10 2 26 15 100

ent experience and training. Another 25 per cent had had ten
years of experience in the mercantile business, having spent some
time as manager and the remainder of the ten years either as
helper in the same exchange, manager of another association, or
in private business. Thus, 59 per cent of the managers had at
least ten years of experience with the type of business organization
they were operating. The rest had spent a part of the last ten
years at farming or at other work before becoming manager. At
the end of 1935, 77 per cent of the 172 managers had had at least
five years of experience in handling farm products and supplies.

The previous experience of managers varied with the size of
associations they managed; a larger proportion of the managers
of large associations having had a long period of service in coopera-
tive business. Nearly one-half of the managers of the largest
exchanges and elevators had been with their associations at least
ten years on December 31, 1935, compared with 33 per cent of
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Tasre 60.—DistrisuTioN oF MaNAGERs as oF Drcemser 31, 1935, AccorpiNg To THEIR
OccuraTions oN DEecemBer 31, 1926 anp 1931, By Size or Assocmnow 172 Ex-
CHANGES AND ELEVATORS.

Occupation of Manager on December 31 of Each Specified Year

Manager of Manager of Helper in
. Number Same Another Same
Sales in of As- Association Association Association Farmer and Other
Thousands socia-
of Dollars tions 1930 1925 1930 1925 1930 1925 1930 1925
(Number of Managers as Per Cent of Total)
Less than 50._ 58 53 33 4 7 5 3 38 57
50-100____._ 52 59 31 8 10 6 13 27 46
100-150-._.__ 33 70 37 6 9 15 24 9 30
150 or more..- 29 62 48 14 17 14 14 10 21
All.__. 172 60 34 7 10 9 13 24 43

the managers of the smallest associations, (Table 60). At the
end of 1930, only 10 per cent, and 5 years earlier, only 21 per cent
of the managers of the associations handling $150,000 or more of
business in 1935 had been farming or in some other work not
connected with cooperative associations. On the other hand 38
per cent and 57 per cent of the managers of associations with
less than $50,000 of sales were not working for a cooperative 5
and 10 years, respectively, prior to the end of 1935.

That the tenure of managers was long is evident from Table
59, which shows that 85 per cent of them had been with these asso-
ciations for at least 10 years. Nearly 10 per cent had served their
associations for 15 years or longer. Those who had been man-
agers of other associations probably should also have been in-
cluded with this group because they ordinarily move from one
association to another only when it means an advancement. Large
associations affiliated with the Missouri Farmers’ Association often
draw exceptional managers from the smaller exchanges when
vacancies occur.

Salaries.—Managers commonly were paid a straight salary per
month. Nearly 95 per cent of the associations had this arrangement
and the other 5 per cent paid commissions or salaries and bonuses.
The bonuses were usually contingent upon the making of a certain
amount of net earnings above operating costs.

The salaries of managers ranged from $30 to $188 per month
in 1935. If bonuses are included, however, the upper limit would
be $200. Average salaries increased with the size of the associa-
tion from $53 per month for those with less than $25,000- of
business to $138 per month for the ones with sales of $200,000 or
more. (Table 61). Salaries of managers averaged $83 per month
for all associations.
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TaBLE 61.—~AvERAGE MoNTHLY SALARY oF MANAGERS AND THE PROPORTION
Whaice THE ManaceR Was or Total EMPLOYRES, BY SIZE OF ASSOCIATION,
199 Excrances AND ELevaToRrs, 1935.

Manager as Average

Average Per Cent of Monthly

Number of Number of Total Salary of

Sales Associations Employees Employees Manager
Less than $25,000 _ oo oonno o 13 1.89 52.7 353
$25,000- 50,000-__- 47 2.28 43.8 62
75,000_.. 34 3.26 30.6 80
75,000-100,000.__. 31 3.77 26.5 88

100,000-150,000___ " 37 5.21 19.2

150,000-200,000_--_ 21 6.15 16.3 112
200,000 Or MOre€. o ceccacccccanaea 16 9.37 10.7 138
Al e 199 3.55 28.1 386

Duties.—In the small associations, the manager spent consider-
able time at duties which in larger exchanges and elevators were
assigned to other employees. One of these, particularly, was book-
keeping. Information from 234 associations indicates that in 1935
the manager was also bookkeeper in 43 per cent of the exchanges
and elevators. (Table 62). The manager did the record keeping,
however, in only 9.5 per cent of the largest associations compared
with 64 per cent of the smallest ones.

TaBLE 62.—PrOPORTION OF AssociATioNs IN WuicH THE Manacer KEpT THE
RECORDS, BY SizE OF AssOCIATIONS, 243 ExcranGEs aND ELEvaToRrs, 1935,

Associations in Which
Manager Kept Records

Number of
Sales Associations Number Per Cent
25 16 64 0
57 33 57.9
41 21 51.2
32 16 50.0
46 12 26.1
21 5 23.8
21 2 9.5
243 105 43.2

Another indication of the nature of the manager’s duties
was the proportion which he was of total employees. The man-
ager and other employees worked an average of 4R.6 months per
association for the 199 associations giving detailed data on em-
ployees. This was equivalent to 3.55 employees for one year and
thus the manager, on the average, was 28 per cent of the total
employees. This percentage varied with the size of the association.
The manager amounted to more than one-half of the employees
in the smallest associations and only slightly more than 10 per
cent in those having the largest volume of sales, (Table 61). From
this, it is quite evident that the manager did more work not of
a managerial type in small associations than the large ones.
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If the manager is to receive the fullest cooperation from his
employees, it is highly desirable that he be given the authority to
hire and fire those working under him. This power is not always
given him. The manager had complete charge of the personnel of
his association in only 45 per cent of the associations reporting.
In 41 per cent of the instances the board of directors had complete
charge, and, in the remaining 14 per cent, the board and manager
were jointly responsible for hiring and discharging employees.

Financial Condition

Although many are inclined to judge the success of any
business organization by the strength displayed in its financial
statements and by its record of earnings, these are not good
measures for a cooperative association. The success of a farmer’s
cooperative business association should be measured by its savings
to the farmers it serves. A cooperative association is not organized
to make profits, but to provide at the lowest possible cost certain
services desired by its members, such as the marketing of their
products and purchase of needed supplies for them. If it has
considerable earnings left after a reasonable hire has been paid
for capital, it turns part of them back to members as patronage
refunds rather than retaining all as surplus. Undoubtedly the
financial position of some associations is not as strong as that
of others, because they return more of their earnings to members
rather than putting them into surplus and reserves.

Statements of Condition.—That cooperative exchanges and
elevators emerged from the depression in good financial condition
is indicated by the average statement of condition for 250 of
these associations. (Table 63). Land, buildings, and equipment
accounted for nearly one-half and inventories for one-fourth of
the total assets. Receivables were 15 per cent of the total and
cash, 10 per cent. Nearly three-fourths of the capital from which
these assets were financed was in the form of net worth, 10 per
cent had been obtained by borrowing on notes and 8 per cent on
mortgages. Accounts payable and consignment drafts accounted
for only 6 per cent of the total liabilities and net worth.

The fact that the associations owned three-fourths of their
assets denotes a particularly strong position, especially when 10
per cent of the assets was in cash and an additional 25 per cent
in inventories which were extremely liquid. Another point of

note is that surplus and reserves amounted to one-fourth of the
" net worth.
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TABLE 63.—~AvVERAGE STATEMENT oF ConprTioNn, 250 Exczunczs ANp ELEVATORS,
DEecemBER 31, 1935.*

ASSETS
Amount Per Cent
Current Assets: 51,680 10.0 '
2,234 13.2
337 2.0
4,326 25.7
190 38,767 1.1 52.0
Fixed Assets:
Land, Buildings and Equipment. ..o oceoocomaacoaex $6,956 41.3
Delivery Equipment. v meecacrecmcmecamccm e m e m e 535 7,491 3.1 44.4
InVestments. oo e cwcccmmcammcccmmcemmc—ccmmecme———ae— 257 1.5
Other As8ets. oo oc o cce e et ccmcc e mec e ————— 347 2.1
TOtal. « ceee et m e $16,862 100.0
LIABILITIES AND NET WORTH
Amount Per Cent
Current Liabilities:
Accounts Payable. o oo oo ced e eemccccccaeeoc e 3885 5.2
Consignment Drafts 152 0.9
Notes Payableo . ooocaoooooen 1,646 9.8
Accrued Expenses. . 223 1.3
OtR T e e et m e e m e mmm————————————————— 269 $3,175 1.6 18.8
$1,341 8.0
7 1,348 T 8.0
Net Worth:
Capital Stock or Certificates of Indebtedness oo ccceuauo- 39,2 54.9
Surplus and Reserves. - - ccoeemmmemcccamccccccamem————e 3, 085 12,339 18.3 73.2
Tl v e e ecceemm—— e m————m— e mm————— $16,862 100.0

*[ncludes a relatively few associations with fiscal years ending between August 1, 1935 and
July 31, 1936, but not on December 31, 1935.
’I'Less than .05 per cent.

Other current liabilities were largely undistributed patronage
and stocks dividends. Other fixed liabilities chiefly were funds
of inactive livestock shipping associations which had been turned
over to the exchanges and elevators. Certificates of indebtedness
were included with capital stock because they were membership
contributions to capital and commonly had neither fixed interest
rates nor definite dates of payment. In fact, they might well have
been classified as certificates of interest in many instances.

The total assets of associations increased rapidly with the
size of the associations but not as rapidly as sales. The smallest
associations required nearly $5400 of property in their operations
while those selling $200,000 or more of products and supplies used
only $39,000 of capital. Sales, however, increased from $16,000 to
$282,000, respectively. Thus the capital turnover, the ratio of
sales to capital, was 7.2 in the largest associations compared to
3.0 in the smallest ones. (Table 64).

The distribution of the assets among the various classes of
property remained remarkably uniform as the size of the association
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TasLe 64.—CaritaL TURNOVER, BY Si1zE OF AssocraTion, 250 EXCHANGES AND
ELevaTors, 1935.

Number of Assets per Sales per Capital
Sales in Thousands of Dollars Associations Association Association Turnover
Less than 25 oo cecccans 20 85,397 216,333 3.0
25— 50 61 ,604 38,792 4,
43 12,974 62,228 4.8
35 17,383 86,387 5.0
46 19,579 122,173 6.2
23 28,431 177,794 6.3
22 39,175 281,538 7.2
250 216,862 $97,182 5.8

increased, (Table 65). On the other hand, there was a tendency
for surplus and reserves to increase and liabilities to decline rela-
tive to total liabilities and net worth as the associations became
larger, (Table 66).

Average statements of condition for each group of associations
by volume of sales appear in Table C of the Appendix.

TasLe 65.—Crasses oF Assers as Per Cent or Torar, By Size or Assocration, 250 Ex-
CHANGES AND Erevarors, DEcemBER 31, 1935.

Class of Asset

Number
Sales in of As- Receivables
‘Thousands of socia- R —— Fixed
Dollars tions Cash Accounts Notes Inventory Assets Other Total
(Class as Per Cent of Total)

Less than 25.___ 20 8.3 17.2 5.3 18.9 47.8 2.5 100
25—~ 50 61 11.4 12.7 1.4 23.7 47.4 3.4 100
43 8.2 17.8 . 2.2 24.3 44.5 3.0 100
35 7.8 11.5 3.0 24.9 48.5 4.3 100
46 8.8 12.4 2.2 27.3 46.5 2.8 100
23 14.8 14.1 1.4 27.3 39.5 2.9 100
22 9.5 11.5 1.3 26.1 41.0 10.6 100
Alloooo.. 250 10.0 13.2 2.0 25.7 44.4 4.7 100

TaBLE 66.—CrassEs oF LiaBruiTies AND NET WorTH as Per CenT or ToraL, BY S1zE oF Asso-
c1aTION, 250 ExcraNGEs AND ELEvaTORS, DECEMBER 31, 1935.

Liabilities Net Worth
Capital
Stock
or Certi-
Sales in Con- ficates
Thousands Ac- sign- Notes Other of In- Surplus
o counts ment Pay- Cur- debt- or Re-
Dollars Payable Drafts able rent Fixed Total edness serves Total
(Class as Per Cent of Total)
Less than 25.. 5.4 - 29.5 2.5 11.4 48.8 59.4 *8.2 51.2
25~ 50ocoaoo 5.2 ——— 13.6 2.4 6.4 27. 6 68.9 3.5 72.4
4.1 ———- 8.6 1.8 6.5 21.0 63.7 15.3 79.0
5.3 I 11.3 2.0 6.3 24.9 66.6 8.5 75.1
5.7 0.5 8.8 2.0 8.6 25.6 57.8 16.¢ 74.4
2.7 0.8 5.6 3.8 4.2 17.1 52.5 30.4 82.9
7.5 3.2 8.9 4.9 13.0 37.5 30.5 32.0 62.5
5.2 0.9 9.8 2.9 8.0 26.8 54.9 18.3 73.2

*Deficit
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In general, the values at which assets were set forth in the
statements of conditions were conservative. Inventories were
valued at cost or market, whichever was lower. Allowances for
depreciation and bad debts were liberal. Associations -commonly
depreciated buildings at 3 to 5 per cent of their original cost, office
and plant equipment and machinery at 10 per cent and delivery
equipment at 25 per cent per year. Many associations had one-
half to two-thirds of their fixed assets charged off through deprecia-
tion by the end of 1935. Managers and directors of associations
commonly considered each account or note individually to deter-
mine allowances for bad debts.

Much of the conservatism among the exchanges and elevators
affiliated with the Missouri Farmers’ Association probably is due
to the auditing service made available at less than cost to such
associations. These auditors have been responsible in most in-
stances for establishing rates of depreciation, for scrutiny of
accounts and for establishing values of inventories.

Auditing

Although the 1919 Act under which most cooperatives in Mis-
souri were incorporated requires the audit of each association an-
nually, 47, or 22 per cent of 217 capital stock associations, reported
no audit for the year, 1935. Of the 170 having audits, 111, or
65 per cent, were audited by the auditing service of the Missouri
Farmers’ Association, 36 by other accountants, 2 by committees
of boards of directors and 21 by local bankers and other local
individuals.

In addition, 26 of the 34 associations set up under the Non-
Stock Act and general business corporations law were audited in
1935, 20 of them being audited by the Missouri Farmers’ Associa-
tion.

Relatively more of the larger associations than the smaller
ones had been audited for 1935. All of the largest associations were

TaBLE 67.—PER CENT OF AsSOCIATIONS AUDITED, BY SizE OF ASSOCIATION, 251
Excrances anp ELevaTors, 1935,

Associations Audited

Number of
Associations Number Per Cent
27 14 52
58 37 64
41 34 83
35 29 83
47 43 91
22 18 8
21 21 100
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audited but only one-half of the smallest ones. (Table 67). There
is a tendency for small associations to avoid any expense not of
a productive nature and auditing is often foregone as a means of
economy. In general, it was observed that the records of associa-
tions increased in adequacy, detail, and completeness as the size
of associations increased.

Distribution of Earnings

After operating expenses have been met, a capital stock asso-
ciation operating under the provisions of the 1919 Act must first
set aside 10 per cent of its net earnings as reserves. After this
has been done, it may pay stock dividends not to exceed 10 per
cent and distribute the balance as patronage dividends. Although
certificates of indebtedness usually have fixed rates of interest and
the interest paid on them is commonly classified as an operating
expense, some non-stock associations paid interest on them only
if earned and varied the rate according to earnings as they would
have with capital stock. FEarnings above interest on certificates
may all be distributed as patronage refunds although many asso-
ciations retain part as surplus. Associations set up under the
general business corporations law have only self-imposed limita-
tions on the rate of dividend paid on stock.

According to data from 268 associations, 151, or 56 per cent,
paid dividends on capital stock, or interest on certificates of in-
debtedness, for the year 1935 and 74, or 28 per cent, paid patronage
dividends on one of several different bases. This means that ap-
proximately 44 per cent of the associations paid no dividends
since in almost every instance those paying patronage dividends
also paid interest on stock or certificates.

The proportion of associations making some distribution of
earnings increased with the size of associations. Only 19 per
cent of the smallest associations paid patronage dividends and
only 23 per cent paid interest on stock or certificates for 1935.
(Table 68). Incontrast, 55 per cent of the largest associations re-
funded part of earnings to member-patrons on the basis of their
business and 73 per cent declared dividends on capital stock or
paid interest on certificates.

The payment of dividends is contingent on the earnings of
the association and its financial condition. Although complete
data relative to the first was not obtained, the effect of financial
condition alone, as measured by surplus, on the policy regarding
dividends, is striking. Only 16 per cent of the associations with
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Tasre 68.—~Prr CeNT oF AssociaTioNs Pavine Stock axp Parronace Divi-
DENDS, BY SIZE OF ASSOCIATION, 268 ExcHANGES aND ELEvaTORS, 1935,

Associations Paying Associations Paying
Number Stock Dividends Patronage Dividends
of Associ-
Sales in Thousands of Dollars ations Number Per Cent Number Per Cent.
31 23 19
64 32 50 12 19
43 25 58 16
36 20 56 25
49 32 65 17 35
23 19 83 11 48
22 16 73 12 55
268 151 56 74 28

deficits paid interest on capital stock or certificates of indebtedness
ahd only 3 per cent made patronage refunds (Table 69). On the
other hand, these percentages were 78 and 72, respectively, for
associations with surpluses amounting to 60 per cent or more of
total capital. It is surprising, however, that any associations with
deficits would pay dividends. ' ‘ ‘
TaBLE 69.—NUMBER OF ASSOCIATIONS PAYING Stock Di1vipeENDs or INTEREST oN

CERTIFICATES OF INDEBTEDNESS AND PATRONAGE DiviDeEnDs As Per CenT

or THE TotAaL, BY FiNaNCIAL STATUS OF ASSOCIATION, 249 EXCHANGES AND
ELevaTors, 1935.

Associations Paying Interest on

Capital Stock or Certificates Associations Payin,
Surplus or Deficit Number of Indebtedness Patronage Dividends
as Per Cent of of Associ-
Total Assets ations Average
Number Per Cent Rate Number Per Cent
Deficit: (per cent)
40 or more___..- 26 3 12. 5.7 1 4
Less than 40._.. 38 7 18 5.8 1 3
Surplus: B
Less than 20._ .. 65 36 55 6.0 14 22
20-40 74 58 78 6.7 28 38
28 28 100 7.6 15 54
18 14 78 7.5 13 72
AllL...._ 249 146 59 6.7 72 29

Dividends on Capital Stock.—Although the 1919 Capital Stock
Act permits the payment of dividends at a rate as high as 10 per
cent, nearly 95 per cent of the 226 capital stock associations report-

TasrLe 70.—NumBer AND Per CeENT OF AssocraTions, By LIMITATION oN STock
Divipenps 1n Per CenT, 226 ExcHANGEs AND ELEVATORS, 1935,

Number of Cumulative
Dividend Limitation in Per Cent Associations Per Cent Per Cent
2 0.9 0.9
3 1.3 2.2
209 92.5 94.7
3 1.3 96.0
1 0.4 96.4
8 3.6 100.0
226 100.0 ...
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ing had a lower limitation in their by-laws (Table 70). The
most common limit was 8 per cent, the legal rate of interest in this
state. The one association having a limit in excess of 10 per
cent and the 8 reporting no limitation, are bound by their charters
to a limit of 10 per cent.

The average rate of dividend for associations declaring divi-
dends for the year 1935 was 6.7 per cent. There was also a ten-
dency for the financially strong associations to pay a higher rate
of dividend than the weaker ones, as well as for relatively more
of them to pay dividends. The average rate varied from 5.8 per
cent for those with deficits to 7.6 per cent for associations with
surpluses equal to 40 per cent or more of total assets. (Table 69).

TaBLE 71.—NUMBER OF AsSOCIATIONS, BY RATE or Divipexps Pamp ox CapiraL
Stock AND BY YEARs, 196 ExcraNcEs aND ELEvaToRrs, 1931-1935.

Per Cent of Associations by Years

Rate of Dividends (Per Cent) 1931 1932 1933 1934 1935
53.8 54.8 53.8 45.9 43.2

. 3.3 4.5 7.1 7.0

2.2 2.2 2.0 4.1 2.8

6.6 7.5 12.1 10.7 15.9

3.8 3.2 1.5 4.1 4.2

33.1 28.5 25.1 27 6 26.4

0.5 0.5 1.0 0.5 0.5

Al e 100.0 100.0 100.0 100.0 100.0

Information from 196 associations on dividends for the five
years, 1931-1935, indicates that the proportion paying dividends on
stock increased from 45 per cent for 1932 to 57 per cent for 1935.
(Table 71). Another interesting fact is that although the number
paying dividends increased, the number paying a rate of 8 per
cent declined from 33 per cent in 1931 to 26 per cent in 1935, while
the number paying 6 per cent or less increased.

Judging from the rates of interest paid on funds invested
elsewhere, few financially strong cooperatives that have con-
tinuously paid dividends are justified in paying stockholders as
much as 8 per cent on their capital stock each year. Dividends
ordinarily should not exceed the rate at which farmer-stockholders
can obtain short-term loans. Large earnings of cooperatives which
result from margins that were relatively higher than expenses,
should not be used to pay excessive rates of interest on capital
but should be refunded to members on the basis of patronage.

Interest on Certificates of Indebtedness.—The average rate of
interest paid on certificates of indebtedness for those associations
paying interest, was 6.7 per cent, the same as the average rate
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paid on capital stock by capital stock associations. The propor-
tion of associations paying interest on certificates, however, de-
creased from 75 per cent in 1932 to 55 per cent in 1935 (Table 72).
There was a tendency, also, for relatively more of the associations
paying interest to pay at lower rates.

TasLE 72.—NUMBER OF AssociaTioNs As Per CenT or ToraL, By RaTes orF In-
TEREST ON CERTIFICATES OF INDEBTEDNESS AND BY YEARS 20 ExcHANGES
aND ELEVATORS, 1931-35.

Years

Rate of Interest(Per Cent) 1931 1932 1933 1934 1935
(Associations as Per Cent of Total

None 30.0 25.0 25.0 41.2 45.0

R 8.3 16.6 11. 8 15.0

20.0 16.7 16.7 5.9 5.0

50.0 50.0 41.7 41.1 35.0

Al e 100.0 100.0 100.0 100.0 100.0

Patronage Dividends.—The method of paying patronage divi-
dends varied widely as to whom, on what products, and at what
rates they were paid. In practically all exchanges and elevators
paying patronage dividends for 1935, only members were eligible
to receive such dividends, and as pointed out earlier, many patrons
of associations were not members and hence were not eligible for
patronage refunds. Also, there were very few instances in which
patronage dividends were paid on the entire product and supply
business of an association. Usually these refunds were made only
on certain commodities handled, such as poultry and eggs, feed
or butterfat. Often the patronage dividend received from a central
cooperative was passed on to member-patrons as a dividend only
on the products or supplies handled by that central organization.
In some associations the amount of patronage refund varied by
types of commodities. The products on which dividends were
most frequently paid were poultry, eggs and butterfat.
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LOCAL CREAMERIES

In addition to that sold through exchanges and elevators,
approximately $600,000 of cream was marketed through eight
local cooperative creameries operating in Missouri in 1935. Seven
of these creameries were engaged primarily in the manufacture
of butter and the other in the production of sweet cream. Four
of these cooperatives were located within a small area of Lafayette
and Saline counties, but the other four were widely separated,
each being located in a different corner of the state, (Figure 4).

@ FRUIT ASSOCIATION
O LOCAL CREAMERY
" B CANNERY

O WOOL ASSOCIATION

[s] A FRUIT AND VEGETABLE
ASSOCIATION
{ A CREAM STATION
@ WINERY
e]
a 00o
r— "
——
.o ®
v m
00

Fig. 4—Location of Cooperative Fruit Associations, Local Cream-
eries, and Miscellaneous Local Associations.

Although the areas served were relatively small, the volume
of business of the eight creameries totaled $659,000. It ranged
from $65,455 to $128,700 per plant and averaged $82,331. In terms
of butter, this amounted to more than 2,200,000 pounds, or an
average of approximately 300,000 pounds each, for the seven making
butter.
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TasrLe 73.~Dates or InNcorroraTION AND Law Uxper WaicH INCORPORATED,
8 Locar CreaMERIES, 1935,

Law Under Which

Incorporated
General 923
Date of Incorporation Business Non-Profit

Local creameries were the oldest type of marketing coopera-
tive operating in Missouri in 1935, four having been in existence
since 1908 or earlier, (Table 73). Although only four of these
were incorporated under a cooperative law, the other four being
organized under General Corporation Law, their methods of op-
eration were very similar, since the pooling of butterfat purchases
was common to all.

The pools operated by these creameries were either on a two-
week or a monthly basis, so that producers were paid for their
cream every two weeks or once a month. The amount and grade
of the products of each producer were determined at the time
of delivery, and after the association deducted an amount suffi-
cient to cover operating costs and small reserves from the gross
receipts of the sales of butter from each pool, the remainder was
returned to the producer on the basis of the quantity and quality
of the cream delivered. In most of these associations, advances
at the time of delivery usually were made if the producer needed
his money at once. These advances commonly amounted to 50
per cent of the value of the product, but in some instances were
larger.

TasLe 74.—AVERAGE VoLUME OF Business, BY Years, 7 Locar CrREAMERIES,

1931-1935.
Volume of Business
Range Average
$40,465-5222,073 385,060
32,710~ 188,666 68,757
39,703~ 125,605 65,421
51,715~ 114,185 74,031
67,252~ 128,698 84,742
$32,710-8222,073 375,602

Although the range in sales of these creameries for the five
vears, 1931 to 1935 varied rather widely, $32,710 to $222,073 per
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plant, the average volume for the seven creameries reporting for
the five years, 1931-1935, ranged from $65,421 to $85,060. The
average sales of these plants for the five years was $75,602 each,
(Table 74). Most of the fluctuations in the sales of individual
creameries was due to changes in prices and changes in production
of butterfat due to weather conditions.

Although the margins taken were relatively small, 12.9 cents
per dollar of sales on the average, the financial condition of these
creameries was excellent. This is evidenced by the fact that as
of December 31, 1985, their net worth was equal to 76.5 per cent
and surplus and reserves to 35.3 per cent of total assets.

LIVESTOCK SHIPPING ASSOCIATIONS

In 1935 there were fifty-four cooperative livestock shipping
associations operating in Missouri. Their total sales was esti-
mated at more than $1,000,000, an average of approximately $21,000
per association. In addition, forty-three exchanges and elevators .
handled about $450,000 of livestock. Thus, the total sales of
livestock marketed through local cooperative channels amounted
to more than $1,500,000 in 1935. The figures for exchanges and
elevators include only the livestock handled in the name of the
association and not that merely hauled for farmers.

Although livestock shipping associations and exchanges and
elevators handling livestock were not uniformly distributed
throughout the state, they did extend over a rather wide area,
(Figure 5).

The shipping associations in most instances were unincor-
porated organizations serving a rather small area. Their require-
ments for membership usually were merely that of selling through
the association. Likewise their financial organization was very
simple, their only assets in many instances being cash held as a
reserve fund for insurance.

In handling livestock, shipping associations most frequently
charged either a fixed amount per hundred-weight or a certain
per cent of gross sales on all livestock marketed. The amount
retained was used to pay handling charges, manager’s commis-
sion if any, and to provide insurance on livestock in transit. In
some associations the manager paid all expenses of handling the
livestock, including insurance, out of his commission and no addi-
tional charges were made. In most instances this commission was
a very nominal one and in some associations usually under the
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Fig. 5—chation_ of Livestock Shipping Associations and Ex-
changes Handling Livestock.

management of an exchange or elevator no charge was made by
the manager for services.

As the volume of business of a livestock shipping association
became too small to support a manager, the exchange or elevator
in the area often took over its functions. Thus livestock was
handled by exchanges and elevators in a manner very similar to
that used by shipping associations except that a manager’s com-
mission was not charged. Many of the exchanges and elevators
also used their own trucks in hauling livestock to market and
were thus able, by charging the prevailing rate for trucking, to
reduce transportation costs to a minimum on feeds and other
supplies brought back on the return trip.

The decline in the number of livestock shipping associations
is probably unparalleled by any other type of cooperative market-
ing or purchasing association. According to available data? there

3. Missouri Agricultural Experiment Station Bulletin 253, p. 17.
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were 463 livestock shipping associations in Missouri in 1925 com-
pared to only 54 ten years later.

The most important reason for this decline undoubtedly has
been the introduction of the truck. Another has been a reduction
in the cost of shipping small lots by rail, as a result of railroad
regulations which makes it possible for farmers to ship, under
certain conditions, less-than-carlots of livestock at carlot rates.

FRUIT ASSOCIATIONS

Twenty-seven local cooperative fruit associations operated in
Missouri in 1935. Twenty of these handled strawberries; three,
grapes; two, both strawberries and grapes; and one, apples. Their
sales totaled $880,000 and averaged $14,000 per association. They
had about 2400 members, an average of 88 members each.

As practically all handled strawberries, the associations were
concentrated in southwest Missouri, where a large part of the
commercial strawberry crop is grown, fourteen being located in
Barry County and the other thirteen in adjoining counties, (Figure
4). In 1985, the 25 associations handling strawberries marketed
58.7 per cent of the entire commercial crop produced in the coun-
ties in which they were located, and 44.9 per cent of all the straw-
berries marketed in Missouri.

The method most commonly used by these associations in
marketing their products was that of a one-day pool. Under this
method all fruit received by the association was graded and each
grower was given a receipt stating the quantity and quality of
fruit delivered. When the returns from each day’s shipments
were received, the association retained a certain per cent of gross
sales to cover inspection, handling charges, and manager’s com-
mission and returned the rest to the grower. As these associa-
tions required very little capital, only a few associations retained
any of the receipts for surplus and reserves and even in such, the
portion retained was very small.

In addition to the marketing of fruit, many associations fur-
nished their members crates and other containers on a cost basis.
In some instances members also received valuable advice in regard
to cultural practices from the manager of their association.

As in the case of livestock shipping associations, the number
of associations handling fruit has declined in recent years. This
decline was due partially to the severe droughts in the years im-
mediately preceding this survey and in part to the use of the
truck. In many areas in southwest Missouri adverse seasons had
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eliminated a large part of the strawberry acreage, and hence, the
need for an association. The truck also had contributed to this
decline in that it provided a method of transportation permitting
growers to market their products individually to a much greater
advantage than had previously been the case when transportation
by rail was the only method available for long-distance shipments.

In all probability several of the associations not operating in
the year for which this study was made will resume operations
when production again becomes normal.

LARGE-SCALE CENTRAL ASSOCIATIONS

In 1935 there were 82 cooperative large-scale central associa-
tions serving Missouri farmers, 29 of which were located in the
state and the remaining three in adjoining states. This included
eight central produce plants, seven terminal livestock marketing
associations, five purchasing associations, three central creameries.

L_ ‘( LARGE - SCALE

E— CENTRAL ASSOCIATIONS

LIVESTOCK
i

CREAMERY

GRAIN

PRODUCE

MILK

wooL
BLUEGRASS SEED
COTTON
PURCHASING

BOOrDOENOSO

. os

Fig. 6—Location of Large-Scale Central Associations.
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three fluid milk associations, three grain associations, one wool
association, one bluegrass seed association, and a cotton associa-
tion. The location of these associations is shown in Figure 6.

MISCELLANEOUS LOCAL ASSOCIATIONS

There were eight miscellaneous local cooperative associations
operating in Missouri in 1935. These were three canneries, two
wool pools, one cream station, one fruit and vegetable association,
and a winery. The average volume of business of these associa-
tions was approximately $32,100 each, or a total of $257,000 for
all. All products marketed were handled either on a pool or a
commission basis. The location of these associations is shown
in Figure 4.

APPENDIX

TaBLe A.—NUMBER OF ASSOCIATIONS As A Per CENT OF ToraL, By Gross Maxg-
ciNs aNp CommoriTy Groups, Excrnayces axp ELevaTtors, 1935,
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TasLe B.—NuMBER oF AssocIATIONS 4As 4 PEr CenT or Torar, By Gross Mar-
cinNs TAKEN oN IMPORTANT Propucts, ExcHANGES aAND ELEVATORS, 1935,

Gross Margin in Other
Per Cent of Sales Eggs Poultry Cream Produce Wheat Corn
(Number as per cent of Total)
5 7 2 5
6 6 .- 1 1 3
15 5 1 7 10 7
17 9 2 3 10 8
20 15 5 10 7 14
11 11 8 9 16 20
15 13 7 12 13 16
4 7 12 12 10 9
3 7 20 10 g 8
1 7 12 5 3 4
1 6 11 5 3 3
1 2 8 3 4 1
. 1 5 5 1 -
- - 2 2 1 1
- 2 1 3 1 1
- 1 1 3 1 -
- - 1 1 . -
1 1 2 7 6 -
100 100 100 100 100 100
176 174 153 121 71 76
Commer- Hay
Gross Margin in cial an Pota-
Per Cent of Sales Oats Feeds Flour Straw Salt Sugar toes
(Number as per cent of Total)
LOSSmmcccec e 10 - 5 2 4
Gain:
Less than 1. - 2 2 . . - -
1- 2 1 2 2 5 2 5 4
5 2 5 5 - 15 -
3 6 7 3 1 30 8
s 10 11 8 6 10 8
6 12 16 10 1 10 -
10 14 14 3 8 15 11
11 7 9 3 7 5 4
S 13 7 3 5 - -
5 11 7 8 6 - 8
11 4 3 8 2 - 11
5 3 2 8 2 - -
3 3 6 10 5 - 4
8 2 1 7 8 — 4
1 2 - - 11 - 4
1 2 1 2 9 - 15
10 5 2 12 25 5 15
Alloo oo 100 100 100 100 100 100 100
Number of Associa-
HONSem e cemmemm 63 165 148 39 87 20 28
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TasLe B.—NuMBER oF AssociatioNs as 4 PEr Cext or Torar, 5y Gross Mar-
ciNs TARKEN o~ IMPorRTANT PrODUCTS, EXCHANGES AND ELEVATORS, 1935—

(Continued).
Hard-
ware Fertil-
and izer
Gross Margin in Machin- and
Per Cent of Sales ery Fencing Seeds Fuel Twine Lime
. . (Number as per cent of 'I‘oml\;
-] P J -
- - 2 3 4 2
6 5 4 6 4 -
- 6 2 2 4 3
- 6 13 - 7 .
3 . 5 2 g 5
12 6 11 2 8 6
- 6 6 3 12 2
12 9 10 11 12 6
6 9 5 7 12 12
- 6 8 10 7 15
3 6 8 - 4 14
9 9 4 5 2 18
6 6 3 6 4 3
3 14 3 6 3 3
3 - 2 2 3 5
o . 3 7 - 3
34 L 3 22 2 3
100 100 100 100 100 100
33 34 115 62 68 65

TasLe C.—AvERAaGE STATEMENTs OF CoNnpITION By Size oF Assocration, 250
Excrances aND ELevaTors, DEcEmMBER 31, 1935,

Sales per Association in Thousands of Dollars

Less : 200 or
Item than 25 25-50 50-75 75-100 100-150  150-200 more
AsseTs
Current Assets:

Cashocemoceoaoo $ 449 $ 984 $1,062 $1,349 31,726 $4,199 83,729

Accounts Receiv-
able. _oceoon 928 1,095 2,312 2,008 2,434 4,013 4,513
Notes Recexvabl(-- 285 122 286 529 423 403 521

Merchandise In-
Ventory . - - oaan 1,022 2,038 3,158 4,330 5,350 7,753 10,226
Otherooeeceoncnans 7 64 31 285 65 311 1,002
Totaloceocnan $2,691 $4,303 56,849 $8,501 $9,998 816,679  §19,991
Fixed Assets 2,577 4,076 5,767 8,422 9,092 11,232 16,057
Investments 80 57 187 213 324 241 1,056
Otheroce.-. 49 168 171 247 165 279 2,071
Totala e occacacaaaoo 35,397 28,604 12,974 317,383 $19,579 528,431  $39,175

Liasiurries axo Ner WorTn

Current Liabilities:
Accounts Payable. § 290 $ 449 3 523 £ 925 $1,108 2 778 $2,933

Consignment

Drafts.cvoacece mccoce cmccnn eeeeos 4 106 226 1,264
Notes Payab 1,591 1,168 1,109 1,961 1,714 1,590 3,488
Other... 135 209 239 350 . 388 1,061 1,933

Totaloooooooo. $2,016 $1,826 $1,871 $3,240 $3,316 $3,655 $9,618

Fixed Liabilities._.__ 620 549 850 1,089 1,683 1,187 5,071
Net Worth:
Capital Stock or
ertificates of

Indebtedness....  $3,206 $5,931 $8,259  $11,576  $11,321  $14,940 511,948
Surplus and Re-

SEIVe. oo 445% 298 1,994 1,478 3,259 8,649 12,538

Total. ceue... 2,761 6,229 10,253 13,054 14,580 23,589 24,486
Total. e e 35,397 28,604 212,974 317,383  $19,579 $28,431 $39.175

*Deficit.
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