
MARCH, 1945 RESEARCH BULLETIN 389 

UNIVERSITY OF MISSOURI COLLEGE OF AGRICULTURE 

AGRICULTURAL EXPERIMENT STATION 

M. F. MILLER, Director 

Income, Expenses and Savings 
of Local Cooperative · Associations 

HERMAN M. HAAG 

(Publication Authorized March 12, 194-5) 

COLUMBIA, MISSOURI 



CONTENTS 

Introduction .............................. Page 3 

Gen~ral Situation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 

The Influence of Size ............ : . . . . . . . . . . . . . . 9 

The Influence of Area .......................... 14 

The Joint Influence of Size and Area ........ . ... 20 

The Influence of Changing Times ................ 21 

Multiple-Unit Associations ...................... 29 



Income1 Expenses and Savings of Local 
Cooperative Associations. 

HERMAN M. HAAG 

Cooperative associations, like other types of business organiza
tions, have been affected greatly by the changing price conditions 
of the Second World War period. Due to incr.eased farm produc
tion as well as prices, the physical volume and the dollar volume of 
sales of cooperatives have risen. Generally, this expansion has 
brought an increase in total income to the local associations 
greater than the increase in the costs of doing business and has 
made it possible for these cooperatives to show increased sav
ings for their patrons. These are the normal trends of a rising 
price level which will be reversed if the level of prices begins to 
fall in the postwar period; Unless these cooperatives begin now 
to prepare for the probable unfavorable postwar. situation, some 
are likely to become business casualties in the readjustment 
period. It is thought that this analysis of present tendencies 
may point out probable future difficulties and assist the local 
associations in preparing themselves for the postwar period. 

This study is concerned with the financial results of the busi
ness operations of 110 local cooperative associations or "ex
changes," 10 of which are multiple-unit organizations with 22 
places of business. The results are for the four calendar years, 
1939 to 1942, except for a few associations with fiscal years end
ing other than on December 31.2 

The data for this study were abstracted · from the financial 
records of the cooperative associations selected for this study. 
From reports of more than 150 associations, the 110 providing 
the most complete ·classification of sales, income and expenses 
were chosen. 

The classification of associations by size of business presented 
a problem, because some associations ra11ked much lower in one 
year than in others. The classification finally was made on the 

1The cooperation Of the Missouri Farmers Association in making available the records used in this study, was a'reatly appreciated. · 
'In these cases, the fiscal year which include'd the largest number of months of a calendar year was classified with the calendar year reports for that year. For example, a fiscal year composed of 2 •months of 1938 and 10 months of 1939 would be included with the 1939 calendar year records. · 
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basis of the four-year average rank of the association according 
to its volume of business. The designation, "very large," then, 
applies to the 20 single-unit associations with the highest average 
sales volume among the 100 such exchanges. Likewise, the 20 
associations with the smallest average sales were classified as 
"very small." 

Associations were also grouped by geographical areas which 
were determined largely by the trade areas of central associ
ations to which local associations deliver farm products and 
from which they receive farm supplies. This basis of grouping 
was chosen because the business policies of central cooperatives 
influence the operating practices of local associations to a con-: 
siderable extent. 

GENERAL SITUATION 
This section of the report deals with the average situation for 

all exchanges included in the study. It is intended to give the 
. background information necessary to an understanding of the 

operations of local associations. 
Savings Totaled Nearly $3,100 Per Place of Business 

During the four years covered by this study, the annual sales 
of these 110 local associations averaged nearly $16,00o;ooo, or 
more than $130,000 per place of business (Table 1). On this 

TABLE 1. - CONDENSED OPERATING STATEMENT OF 110 LOCAL COOPERATIVE AS-
SOCIATIONS WITH 122 PLACES OF BUSINESS, 4-YEAR AVERAGE, 1939-42 

Amounts Amounts per Amounts per Amounts per 
Item per year Association place of $100 of 

busines s Sales 

Sales $15,.905,539 $144,596 $130,373 $100.00 
Cost of goods Handled 14, 773, 014 134,300 121,090 92.88 

Margins 1, 132,525 10,296 9,283 7.12 
Other Income 156,562 1,423 1,283 . 98 

Total Income 1, 289,087 11, 719 10,566 8.10 
Expenses 1, 063 , 181 9,665 8,715 6.68 

Local Savings 225,906 2,054 1,851 1.42 
Patronage Refunds 151,017 1,373 1,238 .95 

Total Savings 376,923 3,427 3~ 089 2.37 

volume of 'sales, annual savings to members amounted to more 
than $375,000 of which about $150,000 represented patronage 
refunds from cooperative central plants and wholesalers patron
ized by local associations and the other $225,000 were savings on 
iocal operations. Total savings average $2.37 per $100 of sale~. 
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Expenses of the 110 associations amounted to more than 
$1,000,000 per year, or $6.68 per $100 of sales, while income 
from all sources totaled nearly $1,290,000 or $8.19 per $100 of 
sales. Most income was derived from the margins taken between 
buyi:ng and selling prices of products and supplies handled. 
Margins amounted to $7 .12 per $100 of sales. 

For the four-year period, the typical place of business repre
sented in these records had annual sales of $130,000 and received 
nearly $9,300 from margins. It received nearly $1,300 from 
other local sources of income and had expenses . in excess of 
$8,700. It made savings of about $1,850 from local savings and 
received nearly $1,250 in patronage refunds to make total savings 

• of slightly less than $3,100. 
Since the savings of a cooperative belong to its patrons, the 

net cost of the association to patrons is determined by sub
tracting the net savings from margins. In this period, the 
average net cost of the association was $4.75 per $100 of sales, 
the result when the saving of $2.37 is deducted from the average 
margin of $7.12. 

Produce and Feeds P:rovided Most Business 
These local associations were engaged mainly in the buying 

of local produce and the sale of commercially mixed feeds. Pro
duce, which is largely cream, poultry, eggs, wool, and hides, . 
was bought from farmer-patrons and usually sold to cooperative 
creameries and produce plants. Most feeds were obtained from 
cooperative feed mills and sold to farmer-patrons. Each of these 

TABLE 2. - CLASSIFICATION 'OF SALES OF 110 LOCAL COOPERATIVE AS
SOCIATIONS WITH 122 PLACES OF BUSINESS, 4-YEAR AVERAGE, 
1939-42. . 

Class of Sales Sales per Sale.s per Per cent of 
Year place of Business Total 

Feed $4,571, 081 $37,468 28.8 
Produce 4, 504,263 36,920 28 .3 
Grains 2,226, 711 18,252 14.0 
Groceries 829,491 6, 799 5.2 
Hardware 773,330 6,339 . 4.9 
Seeds 557, 779 4,572 3.5 
Petroleum products 271, 910 i 2,229 1. 7 
Unclassified 2,170, 974 17, 794 13.6 

Total 15,905,539 130,373 100, 0 

two classes of sa1es :accounted for more than one-fourth of the 
total sales volume (Table 2). Grains, mainly wheat, corn and 
oats, which were either bou_ght from or sold to farmers, depend-



6 MISSOURI AGRICULTURAL EXPERIMENT STATION 

.ing mainly on the section of the state in which the cooperative 
was located, was the third most important sales classification. 

Groceries, hardware, and field seeds are of minor importance 
from a volume standpoint but may serve to provide· a well-rounded 
service to local patrons. Hardware includes a wide variety of 
items such as fencing, roofing, repair parts, paints, fertilizer, 
coal, machinery and other items, which the typical hardware 
store in a small farming community usually handles. The petro
leum classification includes tires, tubes, and auto supplies as well 
as gasoline, kerosene and motor oils. Many cooperatives do not 
classify their sales with as much detail as presented here, which 
accounts for the relatively large percentage of unclassified sales. 
These sales if properly class.ified would be distributed among the 
other classifications, and mainly among the minor groups. 

Thus the typical place of business in this study handled nearly 
$37,500 of produce, $37,000 of feed, and $18,000 of grain per 
year for patrons. In addition it sold $6,800 of groceries, $6,300 
of hardware, $4,600 of seeds and $2,200 of petroleum products 
and filling station supplies to patrons. 

Margins on Feed Were Greatest Source of Income 
As a source of income, margins on feed were by far the most 

important item (Table 3). Of secondary importance were mar-

TABLE 3. - MARGINS RECEIVED FROM EACH CLASS OF SALES BY 110 LOCAL CO
OPERATIVE ASSOCIATIONS, WITH 122 PLACES OF BUSINESS, 4-YEAR 
AVERAGE, 1939-42 

Class Margins Margins Percent Margins 

of per per place of of per $100 

Sales Year Business Total of Sales 

Feed $365,955 $3,000 32.3 $8.01 

Produce 176,482 1,446 15.6 3.92 

Grains 173,074 1,418 15.3 7. 77 

Groceries 83,907 688 7.4 10.12 

Hardware 75,932 622 6.7 9.8 2 

Seeds 56,460 463 5.0 10.12 

Petroleum products 23,381 192 2.0 B.60 

Unclassified 177,334 1,454 15.7 8.17 

Total 1,132,525 9,283 100.0 7.1 2 
. --- - ·-· - - . ·· - -· -- -·-

gins on produce and grains. It should be noted that the import
ance of produce as a source of income is low relative to sales 
because margins averaged less .than $4 per $100 of sales whereas 
margins on other products ranged from nearly $7.77 on grains 
to more than $10 on groceries and seeds. 

Groceries, hardware and seeds, being relatively high margin 
classes of sales, provided a substantial share of total income. 
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The existence of high margins does not warrant a conclusion 
that large savings are made on that line of goods because costs 
of handling may also be relatively high in comparison with other 
classes of goods handled. 

Considerable Income Received from Special Services 
In addition to margins, exchanges received income from other 

local sources. · This other income amounted to nearly $1,300 
annually per place of business in the 1939-42 period and was 12 
per cerit of total income received from local operations. Nearly 
one-half was charges for special services provided patrons and 
others (Table 4). Among such services were feed grinding and 
mixing, weighing, grain storage, seed cleaning and sack rent. 

TABLE 4. - CLASSIFICATIOl'f OF OTHER INCOME OF 110 LOCAL COOPER
ATIVES ASSOCIATIONS, WITH 122 PLACES OF BUSINESS, 4-YEAR 
AVERAGE, 1939-42. 

Source of Other Income Amounts Amounts per Per cent 
per Year place of Business of Total 

Income from Special Services $68,210 $559 43.6 
Income from Truck, Net 44,716 367 28.6 
Cash Overage 15,526 127 9.9 
Collections· on Accounts Charged-off 4,684 38 3.0 
Rent received 4,214 34 2.7 
Gain on sale of Assets 4,008 33 2.6 
Commissions 3,674 30 2.3 
Refunds on expenses paid 3,287 27 2.1 
Interest received 3;188 26 2.0 
Discoiints on purchases 1,420 12 0.9 
Miscellaneous 3,635 30 2:3 

Total 156,562 1283 100.0 

Another important source of this income was trucking charges 
made for custom hauling. In some exchanges, cha)'."ges for haul
ing exceeded cash operating expenses for trucks and, this excess 
appeared as truck income. Generally, truck expense included 
neither drivers' wages nor depreciation. In other exchanges, 
expenses exceeded cash truck income and the difference appeared 
among the expenses as truck expense . 

. Cash overage, due mainly to failure to credit sales properly, 
amounted to $127 per place of business and 10 per cent of total 
miscellaneous income. Other items were of relatlvely minor 
significance. ; 

One-half of Expense was for Labor and Management 
Salaries and wages of the manager and employees made up 

more than one-half of the total expenses of local cooperative 
associations. For the four-year period, the average annual out
lay for this class of expense was $4,900 per place of business and 
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$3.75 per $100 of sales (Table 5). Directors' compensation and 

expense were also included in this item. 

TABLE 5. - CLASSIFICATION OF EXPENSES OF 110 LOCAL COOPERATIVE ASSO

CIATIONS, WITH 122 PLACES OF BUSINESS, 4-YEAR AVERAGE, 1939-42 

Amounts Amounts Amount ' Each item 

Class of Expense per per place per as per 
Year of Business $100 of sales cent of total 

Management and Labor $596,842 $4,892 $3.75 56.2 
Buildings and Equipment 305, 758 2,506 1.92 ·28.8 
Office and Overhead 50,392 413 .32 4.7 
Credit 29, 921 245 .19 2.8 
Promotion 23,843 196 .15 2.2 
Miscellaneous 11,821 97 .07 1.1 

Total, ExcludingTruck 1,018,577 8,349 6.40 95.8 
Truck 44,604 366 .28 4.2 

Total 1,063,181 8,715 6.68 100. 0 

The next important class of expense was that for buildings 

and equipment. This not only included the usual items of 

depreciation, interest, repairs, taxes, insurance and rent, but also 

_included light, power, fuel, water, and plant supplies. These 

items cost each place of business about $2,500 a year and were 

about 29 per cent of total expenses. 

Office and overhead expenses included office supplies, postage, 

telephone, auditing, bank service charges, donations, surety bonds 

premiums, dues other than MF A, subscriptions and attorney 

fees. These acounted for less than 5 per cent of all expenses. 

Credit expense was largely for bad debts charged off and 

reserves set up for bad accounts. Advertising, calendars, field 

work, and MF A dues were classified as promotion expense. The 

MF A dues are the amounts paid by the local associations to the 

state association under the present membership plan begun in 

1941. Expense items generally had been well classifted because 

unclassified items amounted to only one per cent of the total. 

In many associations, cash receipts from charges made for 

custom hauling were less than the.cash truck e:Xpenses, and these 

differences were sho"wn as net - truck expense. Such deficits 

averaged $366 per place of business or 4 per cent of total expenses. 

As pointed out earlier, the surJ>luses in the truck account were 

classified as truck income and averaged $367 ·per place of busi

ness. Thus, the cash receipts from trucking for all exchanges 

were slightly greater than the cash expenses. 
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Summary 

As shown by the above analysis, the typical local cooperative 
association is a farmers' general store engaged mainly in the 
handling of produce, feeds and grain and less extensively in other 
farm products and .supplies. It receives most of its income from 
margins on products and supplies handled, of which margins on 
feed are most important. In addition; charges for special services 
provide sizeable receipts. Its most important expense outlays 
are for labor and management and for maintenance of buildings 
and equipment. In addition to savings on local operations, its 
total savings include patronage refunds from the cooperative 
central plants and wholesalers it patronizes. 

THE INFLUENCE OF SIZE 
One of the important influences affecting the financial success 

of local cooperative associations is their size as measured by 
sales volume. This section analyzes the influence of sales volume 
on income,, costs and savings. 

Financial Results Affected by Size 
For purposes of ;:i.nalysis, the 100 single-unit associations, those 

operating a single place of business, were divided into 5 equal 
groups based on their average sales for the four years. The 20 
smallest associations had less than $40,000 of sales per year 
compared with more than $260,000 for the 20 largest ones 
(Table 6). 

TABLE 6. - AVERAGE OPERATING.,STATEMENT PER PLACE OF BUSINESS, BY SIZE 
GROUPS, 100 SINGLE-UNIT ASSOCIATIONS, 4-YEAR AVERAGE; 1939-42. 

Size group based on sales volume 
Very Small Small Medium Large Very Large 

<Amounts per place of business ) 
Sales $39,208 $78,297 .$113,619 $140,846 $263,089 

Cost of Goods Sola 36,287 72,107 105,444 131,399 245,856 

Margins 2,921 6,190 8,175 9,447 17,233 

other Income 768 682 1,488 1,329 2,101 

Total Income 3,689 6,872 9,663 10,776 19,334 
Expenses 3,531 5,827 7,896 9,093 15,532 

Local Savings 158 1,045 i,767 1,683 3,802 
Patronage Refunds 264 628 1,016 1,523 2,754 

Total Savings 422 1,673 2,783 3,206 6,556 

It was di,fficult for small associations to obtain sufficient income 
t6 meet reason.able operating expenses. TJ:ie average income of 
the 20 smallest associations amounted to less than $3,700 per 
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year, whereas that of the largest associations was more than 
$19,000. After meeting expenses, savings from local operations 
of very small exchanges amounted to only $158 compared with 
$3,800 for the very large ones. 

Associations with a substantial volume of sales were able to 
show these large savings even after taking smaller margins . on 
products handled. For the 20 largest associations, margins 
averaged $6.55 per $100 of sales compared with $7.90 for small 
associations and $7.45 for very small ones (Table 7). This differ-

T ABLE 7. - INCOME, EXPENSES AND SAVINGS PER $100 OF SALES, BY SIZE GROUPS 
100 SINGLE-UNIT ASSOCIATIONS, 4-YEAR AVERAGE, 1939-42. 

Size grou12 based on sales volume 
Item Very Small Small Medium Large Very Large . 

<Amounts per $100 of Sales > 
Sales $100.00 $100.00 $100.00 $100. 00 $100.00 
Cost of Goods Sold 92.55 92.09 92.80 93.29 93 .45 

Margin9' 7.45 7.91 7.20 6.71 6.55 
Other Income 1.96 .87 1.31 .94 .80 

Total Income 9.41 8.78 8.51 7.65 7.35 
Expenses 9.01 7.44 6.95 6.46 5.90 

Local Savings .40 1.34 1.56 1.19 1.45 
Patronage Refunds .68 .80 .89 1..08 1.05 

Total Savings 1.08 2.14 2.45 2.27 2.50 

ence was more than offset by the difference in expenses. In the 
20 smallest associations, expenses were $9.01 per $100 of sales 
which was 50 per cent greater than the average of $5.90 in the 
20 largest exchanges. Total savings, including patronage re
funds, amounted to 21;2 cents per dollar of sales in the largest 
associations and to slightly more than a cent in the smallest ones. 

Small Exc.hanges Handled Relatively More Pro.duce 
The distribution of sales among the various· lines of products 

and supplies handled was affected to some extent by the sales 
volume of the association. In general the large exchanges 
handled relatively more feed and hardware and relatively less 
produc~ and petroleum products (Table 8). Feeds, for example, 
made up nearly 30 per cent of sales in the 40 large associations 
compared y;rith 21 per cent in the 20 smallest ones. Produce, on 
the other hand, was nearly 39 per cent of sales in the smallest 
exchanges but only 28 per cent in the ·largest. 

Another important tendency was for the smaller associations, 
with the exception of the extremely small ones, to make a less 
complete, detailed classification of sales than large exchange_~. 
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This was evidenced by the decline in the proportion of unclassi
fied sales as the sales volume increased. Unclassified sales con
sist largely of the minor commodities which are regarded as too 
insignificant for detailed accounts. 

TABLE 8. - PERCENTAGE DISTRIBUTION OF SALES, BY CLASSES AND BY SIZE GROUPS 
100 SINGLE-UNIT ASSOCIATIONS, 4~YEAR AVERAGE, 1939-42. 

Size groups based on s'ales volume 

Class of Sales Very Small Small Medium Large Very Large 

(Percentages of total ) 
Produce 38.9 30.8 24.7 32.0 28 .0 
Feed 21.2 23.0 27.1 .30.6 28.9 
Grain 14. 7 13.6 16.6 12.8 16.2 
Groceries 5.7 3. 'i 4.1 4.5 6.2 
Hardware 394 3.4 3.9 3.1 6.6 
Seeds 2. 7 2.1 4.9 4.1 3.6 
Petroleum products 2.1 1.6 2.0 1.8 1.1 
Unclas s ified 11.3 21.8 16. 7 11.1 9.4 

Total 100.0 100.0 100.0 100.0 100.0 

Although there w-ere decided changes in the sales distribution 
as the sales volume increased, these were not great enough to war
rant a conclusion that the large exchanges were providing a much . 
wider range of goods and services than small associations. Ap
parently, the smaller associations handled a full line of products 
and supplies "but were small because they served small trade 
areas. 

Margins Changed Rather Uniformly With Size 
It was noted earlier that the average margin on products and 

supplies declined mode;rately as the sales volume of associations 
became larger. This decline was rather general for all classes 
of sales as size increased. In other words,. there seemed to be 
no tendency for margins on some classes of sales to decline more 
than others. Furthermore, the percentage of total margins re
ceived from each .class of sales was not greatly different for 
large associations than for small ones. 

Very Small Associations Received · Less Income From Margins 
The relationship between the sales volume of local associations 

and the percentage of income received from sources other than 
margins showed no definite trends. There was an indication, how
ever, that the very small associations did attempt to supplement 
income from margins by providing more of the extra services 
such as grinding, feed mixing and trucking than did larger 
associations (Table 9). 



12 MISSOURI AGRICULTURAL EXPERIMENT . STATION 

TABLE 9 - PERCENTAGES OF TOTAL INCOME AND TOTAL SAVINGS RECEIVED FROM 

EACH SOURCE, BY SIZE GROUPS, 100 SINGLE-UNIT ASSOCIATIONS, 4-YEAR 

AVERAGE, 1939-42. 

Size groups 
based on 
sales volume 

Very Small 
Small 
Medium 
Large 
Very Large 

All 

Source of Income Source of Savings 
Other Local Patronage 

Margins Income Savings Refunds 

79.2 
90.1 
84.6 
87.7 
89.1 

87.3 

(Each source as per cent of tota l) 
20.8 37 .4 

9.9 62 .5 
15.4 63.5 
12.3 52 . 5 
10.9 58.0 

12. 7 57.8 

62 .6 
37.5 
36.5 
47 .5 
42.0 

42.2 

Special Services Were Common in Large Associations 

Special Services became more important as a source of income 

other than margins as the size of associations increased. In very 

large associations, about one-half of this other income was from 

special services compared with approxirrrately one-fourth in the 

very small exchanges (Table 10). Net truck income provided 

TABLE 10. - PROPORTION OF INCOME OTHER UiAN MARGINS RECEIVED FROM VARIOUS 

SOURCES, BY SIZE GROUPS, .100 SINGLE-UNIT ASSOCIATIONS, 4- YEAR AV

ERAGE 1939-42. 

Size groups based on Sales volume 
Very Small Small Medium Large 

CPer cent of total> 
Income from Special Services 

Services 28.6 . 34.5 44.4 36.7 

Income from truck, net 44.2 . 26.3 22.3 3·4.5 

Cash .Overage 18.5 19.2 13.5 9.6 

Other 8.7 20.0 19 •. 8 19.2 

Total 100.0 100,0 100.0 100.0 

Very .Large 

53.7 
26.4 

1.9 
18.0 

100.0 

nearly one-half of other income for the very small associations 

but only one-fourth of that . of the large-size groups. Cash 

overage, resulting mainly from failure to record sales · com

pletely, declined sharply in importance as the size of associations 

increased. This means that the large associations were more 

carefU.1 in maintaining a complete reporting of sales than the 
smaller cooperatives. · 

Impo,rtance of Most Costs Varied With Sales Volume 

It was pointed out earlier that total expense per $100 of sales 

declined sharply as the sales volume of associations increased. 

With the exception of promotion · expense, all groups of costs 

declined relative to sales as the size of associations increased 

(Table 11). Buildings and equipment expense per $100 of 'sales 
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TABLE 11. - EXPENSES PER $100 OF SALES, BY SIZE GROUPS, ilO SINGLE.-UNIT 
ASSOCIATIONS, 4'-YEAR AVERAGE, 1939-42 

Size groups based on sales volume 

13 

Class of Expense Very Small Small Medium Large Very Large 

Management and Labor $4.74 
Buildings and Equipment 2.94 
Office and Overhead .43 
Credit .31 
Promotion .17 
Miscellaneous .19 

Total, excluding truck 8.78 
Truck .23 

Total 9.01 

(Expenses per $100 of sales J 
$4 .00 $3.75 

2.12 2.08 
.32 .30 
.17 .25 
.14 .12 
.11 .06 

6.86 6.56 
.58 .39 

7.44 6.95 

$3.56 
1.88 
.33 
.20 
.12 
.07 

6.16 
.30 

6.46 

$3.44 
1.63 
. 28 
.16 
.17 
.05 

5. 73 
.17 

5.90 

was 45 per cent less for the largest associations than for the 
smallest ones and management and labor expense was 27 per 
cent smaller. Of significance among the minor items of expense 
were the decline in relative importance of miscellaneous expenses 
and the maintenance of the same level of expenditures for pro
motion as the sales volume increased. 

As a result of the differences in the rate of decline of various 
classes of expense as sales volume increased, the proportion of 
total expenses for labor and management increased from 53 per 
cent in the smallest exchanges to 58 per cent in the largest 
ones, while that for buildings and equipment declined from 33 
to 28 per cent. 

Patronage Refunds Were Important For All Size Groups 
About two-thirds of total savings of the very small associations 

was from patronage refunds (Table 9). For all other size 
groups, the production was about 40 per cent without any definite · 
relationship between sales 'volume and the relativ~ importance 
of refunds as a source of total savings. 

Summary 
The size of cooperative associations, as indicated by their sales 

volume, has a sharp influence on their financial Sl,lccess. Even 
in this four year period of rather favorable operating conditions, 
when large associations were showing large savings, the smallest 
associations were not able to make;substantial savings on local 
operations, although they were taking considerably larger mar
gins than the .largest exchanges. Therefore, in periods of stable 
or falling prices, many of these associations will have difficulty 
in meeting expenses from local income, unless some . means is 
found to reduce their costs of operations, to increase .their volume 
of sales, or to supplement present sources of income other than 
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margins. Among the various influences on savings, the cost of 
doing a dollar's worth of business is most sharply affected by 
the size of the cooperative associations. · 

THE INFLUENCE OF AREA 
The area of the state where the exchange is located also had 

considerable influence on costs as well as the margins taken on 
products and supplies. These variations !"esult from differences 
in the kinds of products and supplies handled, in competitive 
conditions, in the average volume of business, and in other condi
tions which change from area to area. The areas used in this 
study are shown in Figure 1. 

• Single-unit Association 

l Multi-unit Association 

MISSOURI 

_ Fig. 1.-Approximate Location of Associations and Boundaries ·of Areas 
Used in This Study. 

Costs and Margins Were Lowest in Southwest Missouri 
In the first place, the average sales volume of exchanges varied 

widely by areas from about $97,000 in North Missouri to more 
than $165,000 in the Southwestern part of the state (Table 12). 
Average costs of operating exchanges did not vary as much as 
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TABLE 12. - AVERAGE OPERATING STATEMENTS, BY AREAS, 100 SINGLE -UNIT AS-. 
SOCIAT!ONS, 4-YEAR AVERAGE, 1939- 42 

Item North West East South-
Central Central west 

<Amounts per .place of business) 
Sales $97,276 $112, 096 $113 , 022 $165,590 
Cost of Goods 89,686 102,276 103 , 585 156, 754 

Mar gins 7,590 9,820 9,437 8,836 
Other Income 1,267 1,45"1 1;429 1, 100 

Total Income . 8,-857 11,271 10,866 9, 936 
Expenses 7,672 8,308 8,505 8,874 

Lo.cal Savings 1, 185 2, 963 2,361 1,062 
Patronage Refunds 409 424 773 2,549 

Total Savings 1,594 3,387 3,134 3,611 
-

: sales, for total expenses amounted to $7;672 in the Northern 
area and only $8,87 4 in the Southwestern area. Income from 
margins and total income were highest in West Central Missouri, 
which gave this area the largest average local savings per associ
ation. Local savings were smallest in the Northern area, where 
exchanges were relatively small and in Southwestern Missouri 
where margins are relatively low. In this latter area, exchanges 
have become accustomed to receiving large patronage refurn;ls 

-from cooperative central plants and many local associations have 
reduced margins to a level just sufficient to meet local expenses. 
It should be noted that the patronage refunds averaged $2,549 
in this area compared with $773 in East Central Missouri and 
slightly more than $400 in the other two areas. 

When margins, costs and savings were related to the sales 
volume, the variations between areas became even greater .. _ 
Margins per $100 of sales were highest, $8.76, in West Central 
Missouri and lowest in the Southwestern area where they 
amounted to only $5.34 (Table 13). Expenses were $5.36 per 

TABLE 13. - INCOME, COSTS AND SAVINGS PER $100 OF SALES, BY AREAS, 100 · 
SINGLE-UNIT ASSOCIATIONS, 4-YEAR AVERAGE, 1939-42. 

Item ~ North West East South-
Central ·Central west 

<Amounts per $100 of Sales l 
Margins $7.81 $8.76' " $8;35 $5.34 
Other Income 1.30 1.29 1.27 .66 

'Total Income 9.11 10.05 9.62 6.00 
Expenses 7.89 7.41 7.53 5,36 

Local Savings 1.22 2.64 2.09 .64 
Patronage Refunds .42 .38 .68 1.54 

Total Savings· 1.64 3.02 2.77 2.18 
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$100 of sales in this latter area compared with $7.89 in the 
Northern part of the state. Local savings were in excess of 
$2.00 per $100 of sales in the two Central Missouri areas and 
less than $1.00 in the Southwestern s~ction. Patronage refunds 
ranged from 42 cents per $100 of sales in North . Missouri to 
$1.54 in the Springfield area. 

Although savings are important, the most significant factor 
in the operating statement of cooperative associations is the 
balance remaining after total savings are deducted from margins, 
which is the net cost of the association to focal patrons. This 
figure varied from $3.16 per $100 of sales for exchanges in 
Southwest Missouri to $6.37 in Northeast Missouri. 

Sales Distribution Depends Greatly On Type of Farming 

The distribution of sales of. exchanges depends to a consider
able extent on the type of farming in the communities served. 
In the surplus grain producing area of West Central Missouri, 
43 per cent of sales were grain compared with only 3 per cent in 
Southwest Missouri (Table 14). On the other hand, feed and 

TABLE 14. - DISTRIBUTION OF SALES BY CLASSES AND AREAS, 100 SINGLE-UNIT AS· 
SOCIATIONS, 4-YEAR AVERAGE, 1939-42 

Class of Sales North West East South-
Central Central west 

(Each item as per cent of total > 

Produce 29.3 16. 5 25.7 35.1 
Feed 19.8 14. 2 27.0 36.0 
Grain 17.5 43.1 20.3 2.6 
Groceries 3.3 2.4 5.8 6.5 
Hardware 5.5 2.3 4 .7 5.2 

·seeds 9.0 3.8 2.4 1.8 
Petroleum products 1.5 1.2 2.7 1.3 
Unclassified 14.l 16.5 11.4 11.5 

Total 100.0 100.0 100.0 100.0 

produce sales were extremely important in Southwestern Mis
souri and relatively small in the West Central area. Produce was 
the most important class of sales in North Missouri. The three 
major classes of sales were · about of equal importance in the 
East Central section. Seed sales were of considerable importance 
in North M~ssouri where they accounted for 9 per cent of total 
sales. 

Feed Margins Were Important in All Areas 

Although the relative importance of margins on each class 
of sales varied by areas, feed margins were the most important 
sources of margins in all areas except West Central Missouri 
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TABLE 15. - PROPQRTION OF GROSS MARGINS OBTAINED FROM .EACH CLASS OF 
SALES, BY AREAS, lOOS!NGLE~UNIT ASSOCIATIONS, 4-YEAR AVERAGE, 
1939-42. 

Class AREA 
North West East South-

of Sales Central Central west 

(Each class as per cent of total > 
Produce 18.1 8.4 16.6 19.1 
Feed 27-.3 18.7 30.1 41.9 
Grains 16.8 43.1 17.4 3.4 
Groceries 3.6 2.9 9.0 11.'() 
Hardware 7.0 3.3 7.9 6.2 
Seeds 9.3 6.0 3.4 2.6 
Petroleum products 1.2 0.7 3.7 l .3 
Unclassified 16.7 16. 9 11.9 14.5 

Total 100.0 100.0 100.0 100.0 

(Table 15). Grain margins were more than twice as large as 
feed margins in this latter section and were second to feed 
margins in importance in East Central Missouri. Produce mar
gins brought in two-thirds as much income as feed margins in 
the northern area but were only half as large as those . from 
feeds in the other areas. . Seeds provided a substantial part of 
the income from margins in North Missouri and grocery margins 
were important in the southwestern area. . ' 

Most Margins Were Low in the Southwestern Area 
Although average margins were · extremely low in South

western Missouri and relatively high in West Central Missouri, 
this ranking did riot persist for all classes of products. North 
Missouri had the highest margins on· unclassified sales and the 
lowest ones on groceries (Table 16). 'rhe East Central part of 

TABLE 16. - GROSS MARGINS PER $100 OF ~LES, BY CLASSES OF SALES AND BY 
AREAS, 100 SIN.GLE-UNIT ASSOCIATIONS, 4-YEAR AVERAGES, 1939-42. 

Class AREAS 
North West East South-· 

of Sales Central . Central west 

<Margin per $100 of Sales > 
Produce $ 4.83 $ 4.45 $ 5.39 $ 2.90 
Feeds 10.79 11.47 9.29 6.21 
Grains 7.48 8.75 7.17 6.81 
Groceries 8.60 10;53 12.86 9.04 
Hardware 9.91 12.49 14.06 6.37 
Seeds 8.05 13.98 11.79 7.72 
Petroleum products 6.02 5.15 11.66 5A4 
Unclassified 9.20 9.01 8.73 6.74 

Total 7.81 8.76 8.35 5.34 

the state had highest margins on four lines of sales; produce, 
groceries, hardware, and petroleum products. 
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Variation in Importance of Other Income Was Small 
. For the 100 single-unit associations, nearly 13 per cent of their 

total local income was received from sources other than margins. 
This varied slightly by areas from 11 per cent in Southwest 
Missouri to more than 14 per cent in the Northern area (Table 
17). 

TABLE 17. - PERCENTAGES OF TOTAL INCOME AND TOTAL SAVINGS RECEIVED FROM 
EACH SOURCE, BY AREAS, 100 SINGLE-UNIT ASSOCIATIONS, 4-YEAR AV
ERAGE, 1939-42. 

Source of Income Source of Savings· 
Area of state Margins Other Local Patronage 

on Sales lncome . Savings Refunds 

North 
We.st·· central 
East Central 
Southwest 

All 

85.7 
87.1 
86.8 
88.9 

87.3 

<Each source as per cent of total > 

14.3 74.3 
12;9 87.5 
13.2 75.3 
11.l 29.4 

12.7 57.8 

25.7 
12.5 
24. 7 
70.6 

42. 2 

Income From Special Services Varied Considerably 
The actual amounts of income other than margins received by 

local associations varied from $1,100 in Southwest Missouri to 
$1,451 in the West Central area (Table 18). Income from 

TABLE 18. - OTHER INCOME RECEIVED, BY SOURCES AND AREAS, 110 SINGLE-UNIT 
EXCHANGES, 4-YEAR AVERAGE, 1939-42. 

Source of other lncome North 

lncome from Special Services $652 
Truck Income 434 
Cash Overage 66 
Collection on Charged-off Accounts 29 
Rent Received ·7 
Gain on Assets Sold 45 
Commissions 3 
Expense Refunds 8 
Interest Received 10 
Discounts 6 
Miscellaneous 8 

Total 1267 

West Central East Central Southwest 

<Income per place of business > 
$731 .$576 

368 404 
50 160 
31 44 
26 52 
13 45 

113 10 
91 13 

9 24 

19 101 

1451 1429 

$357 
310 
196 
49 
36 
36 
23 
22 
29 
25 
17 

1100 

special services, such as grinding, weighing, mixing and clean
ing, was responsible for much of the variation between areas. 
As evidenced by the amount of income received, exchanges in 

· Southwestern Missouri provided less of these extra s·ervices, for 
which charges were made, than did associations in the other areas. 

Net truck income, next in importance to special services, did 
not vary greatly from area to area. · . . 
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Total Expenses Varied Little Between Areas 
The average expense· of operating a local association was about 

the same in all areas except North Missouri and was about $8,500 
per year (Table 19). In North Missouri, the average was about 

TABLE 19. - EXPENSES OF 100.SINGLEcUNlT ASSOCIATIONS, BY AREAS, 4- YEAR 
AVERAGE, 1939-42 

Class of 
Expene.e 

North 

Management and Labor $4,293 
Buildings and Equipment 2,311 
Office and Overhead · 329 

I Credit 178 
· Promotion 150 

Mis cellaneous 109 

·Total, excludingtruck 7,370 
Truck 302 

West 
Central 

East 
Central 

South -
west 

<Expense per place of business ) 
$4,420 $4~773 . $4, 991 

2, 728 f,554 2,280 
379 373 460 
216 257 313 

- ~ m 1n 
92 69 97 

8,060 
248 

8,227 
278 

8,328 
546 

Toral ==7='=67=2=========8,=30~8========8=,5=0=5 =========8,=87=4=== 

$7,700. ·Of the $8,500 for the typical exchange outside of the 
Northern area, about $4, 700 was spent for , labor a;nd manage
ment, $2,500 for maintenance and operation of bui'ldings and 
equipment, and nearly $400 for office and overhead. The distribu
tion of expense among the various classes of costs did not change 
significantly from area to area. . 

Exchanges in Southwest Depended Heavily on Patronage Refunds 
The extent to which local associations depended on patronage 

refunds of central plants for savings is best indicated by the 
percentages of total savings derived from these refunds. Al
though the average for the 100 exchanges was 42 per cent, 
refunds received by associations in Southwest Missouri amounted 
to· 71 per cent of total savings (Table 17). On the other hand, 
only 12 per cent of 'total savings in West Central Missouri were 
refunds from cooperative· central plants an.d wholesalers. 

Summary 
Certain important differences between areas in financial oper:.. 

ations of . exchanges were apparent from the ~hove analysis. 
First, the average sales volume of exchanges in Southwest Mis
souri was much greater than in other areas of the state. Second, 
average margins were low in that area also, partly because of 
the large volume of low-margin produce handled but mainly 
because margins on most lines of products and supplies were 
low. Third, associations in this area depended heavily on mar
gins for local income and on patronage refunds for total savings. 
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Exchanges in North Missouri also had relatively small local 
savings but this was due to relatively high cost of operation 
rather than to low margins. Fourth, the relative importance of 
each class of products and supplies in the total sales volume 
varied according to the type of farming in the area served. 

THE JOINT INFLUENCE OF SIZE AND AREA 
It has been shown that margins, costs and savings .varied both 

with the sales volume and with the area in which the local 
association was located. To some extent, these results were 
the joint effect of the two influences because relatively more 
of the largest associations were located in the Springfield area 
where margins and costs were low (Table 20). A large per-

TABLE 20. - RELATION BETWEEN LOCATION AND SIZE GROUP OF 100 SINGLE-UNIT 
ASSOCIATIONS, 1939c42. 

Size group based 
on Sales volume 

Very Small 
Small 
Medium · 
Large 
Very Large 

Total 

North 

8 
7 
5 
4 
3 

27 

West Central East Central Southwest Total 
CNumber of Associations) 

5 6 1 20 
5 2 6 20 
3 5 7 20 
2 3 11 . 20 
2 5 10 20 

17 21 35 100 

centage of the exchanges in North and West Central Missouri 
was . classified as small and very small. 

Area Influence Was Significant 
To provide a more accurate indication of the part each influence 

played in reducing costs, the 40 smallest associations were placed 
in one group and 60 largest associations in another. Each of 
these two groups were then classified into 3 groups, by areas. 
With this analysis, it is apparent that area was more important 
than size in determining the level of margins taken on products, 
since the difference in margins between Southwest· Missouri and 
the other areas was greater than the difference between small 
and large associations in the same area (Table 21). Area also 
was important in determining the level of expenses per $100 of 
sales but in this case, sales volume exerted a ·· strong influence 
also. Because the areas used were determined largely by the 
trade territories served by central plants and these same plants 
are responsible for the patronage refunds, the dominant influence 
on patronage refunds would necessarily be the · area in which 
the association is located. 
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TABLE 21. - INCOME, EXPENSES, AND SAVINGS, BY SIZE GROUPS AND AREAS, 100 
SINGLE-UNIT ASSOCIATIONS, 4-YEAR AVERAGE, 1939-42. 

40 Small Associations 60 Large Associations 
Item North Central Southwest North Central Southwest 

C Amounts per $100 of Sales l 
Margins $8.37 $8.21 $5.96 $7.50 $8.62 $5.27 
Other Income 1.19 1.45 .94 1.36 1.22 .64 

Total Income 9.56 9.66 6.90 8.86 9.84 5. 91 
Expenses 8.68 8.40 6.04 7.47 7.22 5.29 

Local Savings .88 1,26 .86 1.39 2.62 .62 
Patronage Refunds .52 .44 1. 70 .37 .58 1.52 

Total Savings 1.40 1. 70 2.56 . 1.76 3:20 22.14 

THE INFLUENCE OF CHANG.ING TIMES 

21 

As pointed out earlier, one of the purposes of this study was 
to point out the effect of changing farm prices and produc
tion conditions on the financial operations of exchanges. Year 
to year changes from 1939 to 1942 are reported in this section. 

Sales and Savings Increased Sharply , 
The most interesting facts revealed by this study have been 

those relating to trends in sales, income, expenses, and savings 
during the four year period. The average dollar sales volume 
of the 110 exchanges in 1942 was more than twice that of 1939 
(Table 22). Income from margins did not keep pace with sales 

TABLE 22. - AVERAGE ANNUAL OPERATING STATEMENT OF 110 LOCAL ASSOCIA
TIONS, OPERATING 122 PLACES OF BUSINESS, BY YEARS, 1939-42, 

Amounts !!er !!lace of business 1942 as per 
1939 1940 1941 1942 cent of 1939 

Sales $93,9~6 $104,196 $133, 908 $189,434 201.6 
Cost of Goods Sold 86,249 96.366 124,416 177,330 205.6 

Margins 7,707 7,830 9,492 12,104 157.1 
Other Income 1, 050 1,132 1,246 1, 705 162.4 

Total Income 8,757 8, 962 10, 738 13,809 157.7 
Expenses 7, 499 8, 010 8, 950 10.399 138.7 

Local Savings 1,258 952 1, 788 3,410 271.l 
Patronage Refunds 772 1,090 1,238 1,850 239.6 

Tatar Sav.Jngs 2,030 2,042 3,026 5,260 259.1 

and rose less than 60 per cent. Local income other than mar
gins rose a similar amount. Expenses per place of business rose 
even less than income so that local savings nearly trebled in the 
period. Total savings in 1942 were more than 21/2 times as 
great as in 1939. . 
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The above changes are typical of a period of rising prices, 
such as was occurring from 1939 to 1942. During such a period 
sales rise sharply, income less sharply and expenses slowest of 
all which permit an extremely sharp increase in business profits 
of private corporations and in savings of cooperatives. 

It should be remembered that the reverse trend is experienced 
during a period of falling prices when sales decline rapidly, 
income drops less rapidly, and expenses are reduced very slowly. 
In ·. such a period, savings of cooperatives are likely to decline 
sharply and i:Q. many instances may disappear entirely. There
fore associations with substantial savings in the war period 
should be paying off debts, and making other preparations which 
will permit them to operate through a period of depressed pi-ices; 
if such should occur in the postwar years. 

Margins and Costs Declined Relative to Sales 
An increasing dollar volume of sales caused by rising prices 

usually causes a sharp reduction in cost of selling $100 of mer
chandise and may cr'eate an impression that there has been a 
substantial increase in the efficiency of operations of associations. 
Such a trend existed in the 1939-42 period when expenses 
dropped from 8 cents per dollar of sales in 1939 to 51;2 cents in 
1942 (Table 23). This was a decline of 31 per cent. During the 

TABLE 23. - INCOME, EXPENSES AND SAVINGS PER $100 OF SALES, 100 LOCAL AS
SOCIATIONS, BY YEARS, 1939-42. . 

Amounts Eer ~100 of Sales 1942 as per 
Item 1939 1940 1941 1942 cent of 1939 

Margins $8.20 $7.52 $7.09 $6.39 77.9 

Other Income 1.12 1.08 .93 .90 80.4 

Total Income 9.32 8.60 8.02 7.29 78.2 
Expenses 7.98 7.69 6.68 5.49 68.8 

Local Savings L34 .91 1.34 1.80 134.3 
Patronage Refunds .82 1.05 .92 .98 119.5 

Total Savings 2.16 1.96 2.26 2.78 128.7 

same period, margins and total income each declined only 22 
per cent relative to sales which permitted local savings per dollar 
of sales to be 34 per cent higher in 1942 than in 1939. Total 
savings relative to sales increased 28 per cent. 

Index of Physical Volume of Sales Was Needed 
To determine the full significance of the changes in costs and 

margins from 1939 io 1942, it is necessary to know how these 
have changed relative to the number of physical units handled. 
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Such a figure for physical units normally would be obtained from 
physical counts of the number of sacks of feed; pounds of poultry, 
cream and wool; cases of eggs; and other appropriate units of 
goods handle<;!, but this basic information was not available. 

As a substitute for the lack of physical counts, it was assu~ed 
that a rough index .of prices of products and supplies handled 
.could be constructed by weighting available price index -series 
for each line of products and supplies handled by the percentage 
which that line was of total sales. It was also assti!ned that a 
physical unit of goods for purposes of this study was a composite 
representative sample of products and supplies large enough to 
sell for $100 in 1939 and ·by us~ of the price index; the cost of 
this unit for subsequent years could be roughly estimated. ·The. 
number of physical units sold could then be approximated by 
dividing the dollar volume of s;:iles by the average cost of this 
representative physical unit of sales. The results of these as
sumptions appear in Tables 24 arid 25 . 

. TABLE 24". - DOLLAR VOLUME OF SALES, ESTIMATED PRICE PER UNIT AND NUMBER 
. OF UNITS SOLD, PER PLACE OF BUSINESS, 110 LOCAL ASSOCIATIONS; 

. BY YEARS, 19,39-42. 

Item 

Dollars of Sales 
Price per Unit, Dollars 
Physical Units Sold 

1939 

93, 956 
100.0 
939.6 

1940 

104,196 
108.1 
963.9 

1941 

133, 908 
122.8 

1090.5 

1942 

189,434 
151.6 

1249.6· 

TABLE 25. - INDEXES OF DOLLAR VOLUME OF SALES, PRICE PER UNIT AND PHYSI
CAL UNITS SOLD, 110 LOCAL ASSOCIATIONS, BY YEARS, 1939-42. <1939=100) 

Dollars of S•.le s 
Price per Unit 
Physical Units Sold 

1939 

100.0 
ioo.o 
100.0 . 

1940 

110.9 
108.1 
102.6 

1941 

142.5 
122.8 
116.1 

1942 

201.6 
151.6 
133 .0 

Sales Increases Involved Both Price and Volume 
The large increase in average annual sales during the four 

year period of the study resulted from both an increase in price 
and in the number of physical units of goods handled. . If the 
above estimates are reasonably correct, sales doubled from 1939 
to 1942 because prices rose about 50 per cent and the number 
of physical units sold increased about 33 per cent (Table 25). 

Margins per Unit Rose 18 Per Cent 
When costs and margins were related to physical volume of 

sales the trends from 1939 to 1942 were considerably different 
~rom those based .on the dollar volume of sales. Although sell:.. 
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ing prices advanced about 50 per cent in the four year period, 
the average margin per unit advanced only 18 per cent which 
indicates that margins on a substantial number of products and 
supplies are based on physical units rather than as a percentage 
of the selling price (Table 26). If the margin on eggs is 11;2 

TABLE 26. - INCOME, EXPENSES AND SAVINGS, PER PHYSICAL UNIT OF SALES, 
110 LOCAL ASSOCIATIONS, BY YEARS, 1939-42. 

Amounts Eer [!hysical unit 1942 as per 
1939 1940 1941 1942 cent of 1939 

Selling Price $100.00 $108.lO $122.80 $151.60 . . 151 :6 
Cost 91.80 99.98 114.10 141. 91 154.6 

Margin 8.20 8.12 8.70 9.69 118.2 
Other Income L12 1.19 1.14 1.37 122.3 

Total Income 9.32 9.31 9.84 11.06 118.7 
· Expenses 7.98 . 8.31 8.21 8 .32 104.3 

Local Savings , 1.34 1.00 1.63 2.74 204.5 
Patronage Refunds .82 1.12 . 1.14 1.47 179.3 

Total Savings 2.16 2.12 2.77 4.21 194.9 

cents per dozen, this remains the same per dozen as prices rise. 
In some lines s.uch as groceries and hardware, however, the 
mark-up or margin is usually a percentage of the cost price 
which means that margins per unit advance as prices go up. 
The average margins for local cooperat.ives are a mixture of 
these two methods of mark-up. 

Unit Expenses Advanced Slightly 
Expenses per physical unit rose only slightly during the four

year period (Table 26). Although the increase was only 4 per 
cent, this has considerable significance because under conditions 
of stable prices, an increase of 30 per cent in physical volume 
of sales would have brought a decrease of at least 10 per cent 
in costs per unit. ·The increase of 4 per cent with the rismg 
volume means that costs probably would have risen 15 to 20 
per cent if the volume of business h~d remained stable. 

Relative to units handled, local savings and total savings in 
1942 were about twice those of 1939. 

Feed Sales Trebled During Period 
The increase in sales was far from uniform among the various 

classes of products and supplies · handled. Total · sales were 
doubled from 1939 to 1942, but feed sales trebled and sales of 
produce and groceries were more than doubled (Table 27). On 
the other hand, sales of grains and petroleum products in 1942 
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TABLE 27.-SALES PER PLACE OF BUSINESS, BY CLASSES AND BY YEARS, 110 LOCAL 
ASSOCIATIONS, 1939-42. 

Sales Eer Elace of business 1942 as per 
Class of Sales 1939 1940 1941 1942 cent of 1939 

Produce $24,919 $28,006 $37,061 $57,695 231.5 
Feed 20, 569 26,030 38,234 65,038 316.2 
Grains 15,467 '16,400 18,862 22,278 144.0 
Groceries 4,720 4, 942 6,970 10,564 223.8 
Hardware 4,764 5,314 7,040 .8,236 172.9 
Seeds 3,430 3,721 4,329 6,809 198.5 
Petroleum· products 1, 721 2,039 2,738 2,418 140.5 
Unclassified 18,366 . 17, 744 18,674 16,396 89.3 

Total 93, 956 104,196 133, 908 189;434 201.6 

were only about 40 per cent greater than in 1939. The increase 
in poultry and dairy cattle on Missouri farms during the period 
increased the sale of produce and the demand for feeds. In 
contrast, grain production was increased less· sharply. while 
petroleum products and hardware became scarcer during the war 
period. · 

Feed and Produce Increase in Importance 
These variations in the upward trends . of sales for the four 

years, caused substantial changes in the distribution of sales. 
The proportion of sales represented ·by feed increased from 22 
per cent in 1939 to 34 pe:i; cent in 1942 (Table 28). Produce 

TABLE 28. - PERCENTAGE DISTRIBUTION OF SALES, BY CLASSES AND BY YEARS, 
110 LOCAL ASSOCIATIONS, 1939-42. 

Class of 
Sales 1939 . 

Produce 26.5 
Feeds 21.9 
Grains 16.5 
Groceries 5.0 . 
Hardware 5.1 
Seeds 3.6 
Petroleum products 1.8 
Unclassified . 19.6 

Total 100.0 

Each class as per cent of total 
1940 . 1941 

26.9 27.7 
25.0 28.6 

. 15.7 14.l 
4 . '.I 5.2 
5.1 5.3 
3.6 3.2 
2.0 z.o 

17. 0 13.9 

100.0 100.0 

1942 

30.5 
34.3 
11.8 

5.S--
4.3 
3.6 
1.3 
8.6 

100. 0 

gained relative importance while grains became a smaller part 
of the total dollar sales volume. There was little change in the 
minor groups of commodities. It is important to note that un
classified sales declined from 20 per cent in 1939 to 9 per cent 
iri 1942, which means that part of the increasing importance 
of certain groups as shown by the percentages in Table 28 was 
due to a more complete classification of sales in 1942 than in 1939. 
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Margins on Produce Declined Most 
It was pointed out earlier that the average margins per $100 

of sales had declined 22 per cent from 1939· to 1942. These 
changes in margins were highly variable. The average margin 
on hardware was higher in 1942 than in 1939 but that on pro
duce averaged 38 per cent less (Table 29). Grain margins' also 

TABLE 29. - AVERAGE MARGINS PER $100 OF SALES, BY CLASS OF SALES AND BY 
YEARS, 110 LOCAL ASSOCIATIONS, 1939-42. 

Average Margins Eer §100 of Sales 1942asper 
1939 1940 1941 1942 cent of 1939 

Feeds $9.47 $8.29 $8.08 $7.39 78.0 

Produce 5,00 4.99 3.63 3.12 62.4 
Grains 8.96 8.13 8.3-ll 6.24 69.6 
Groceries 11.18 10.39 9.40 9.99 89.4 
Hardware 7.87 9.84 9.99 10.78 137.0 
Seeds 9.80 10.03 11. 72 9.32 95.1 
Petroleum products 9.62 9.04 8.50 7.62 79.2 
Unclassified 9.37 7 .59 8.47 8.24 87. 9 

Average 8.20 7.52 7.09 6.39 77.9 

were sharply lower, while those on groceries and seeds held up 
·well during the period. This analysis serves to indicate which 
groups of commodities had margins based on physical units and 
which had margins which were percentages of the cost price. 
Margins on feeds, petroleum, produce, and apparently grains were 
usually so many cents per sack, gallon, pound, dozen or bushel 
while those on groceries, hardware and seeds were percentage 
mark-ups. 

Margins were Low on Eggs, Poultry and Wool 
For some commodities, the volume of reported sales was suffi

cient to provide reliable indications of the relative margins on 
such commodities. Among the important commodities, oats, hay 
and straw, salt, tires and tubes, coal and wood, and steel products 
were relatively high-margin commodities (Table 30). On the 
other hand, eggs, poultry and wool were low-margin products. 

Grains Declined in Importance as Source of Income 
Feed gained in importance as a source of margins during the 

four-year period because of the large increase in sales, while 
margins per $100 of sales were declining less than average 
(Table 31). On the other hand, grains lost in importance for 
their sales gained less than average and their margfo fell more 
than average. All minor groups, except petroleum products, 
were more important sources of income from margins in 1942 
than in 1939. 
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TABLE 30. - MARGINS PER $100 OF SALES OF SELECTED COMMODITIES, 110 LOCAL 
ASSOCIATIONS, BY YEARS, 1939-42. 

Class of Sales 1939 1940 1941 1942 Average 

<Margins per $100 of Sales l 
Eggs $3.32 $3.86 $3 .10 $2.58 $3.04 
Poultry 4.91 5.67 3.62 2. 99 4.12 
Cream 8.32 6.80 5.58 5.36 6.34 
Wool 3.86 3.18 1.29 2.07 2.43 
Wheat 7.45 6.88 8.39 5.62 7.23 
Corn 10.14 8.87 7.18 6.28 7.61 
Oats 16.68 15.51 13.60 12 . .11 14.07 
Commercial Feeds 8.72 7.73 7.63 6.79 7.48 
Flour and Meal 13.02 8.74 9.03 9.40 9.93 
Hay and Straw 14.70 17.33 13.43 10.66 12.99 
Salt 16.08 13.48 13.17 12.04 13.60 
Gasoline and Oil 9.53 8.58 8.11 6.25 8.08 
Tires and Tubes 7.65 13.80 12.86 8.65 11.59 
Machinery Repairs 5.45 9;20 6.77 9.36 7.08 
Coal and Wood 15.05 14.60 13.60 15 .22 14.66 

· Binder Twine 7.01 8.37 7.04 7.83 7.62 
Wire and Roofing 10.35 13.83 11 .95 16.03 12.99 
Fertilizer and Lime 9.33 9.07 8.69 8.92 8.97 

TABLE 31. - PROPORTION OF TOTAL MARGINS RECEIVED FROM EACH CLASS OF 
SALES, 110 LOCAL ASSOCIATIONS, BY YEARS, 1939-42. 

Class of Sales 1939 

Feeds 25.3 
Produce 16.2 
Grains 18.0 
Groceries 6.8 
Hardware 4.9 
Seeds 4.4 

1940 1940 

(Each class as a per cent of total l 
27.6 32.5 
17.8 14.2 
17.0 16. 5 

6.6 6. 9 
6.7 7.4 
4.8 5.4 

1942 

39.7 
14.9 
11.5 

Petroleum products 2.1 2.3 2.4 

8.7 
7,3 
5.2 
1.5 

Unclassified 22.3 17.2 14.7 11;2 

Total 100.0 100.0 100.0 100.0 

Importance of Margins Did Not Change 
·The proportion of total income derived from margins was 

about the same in 1942- as in 1939. In each year, about seven
eighths of the total income was from margins and one-eighth 
from other local sources of income (Table 32). 

TABLE 32. - PERCENTAGE OF TOTAL INCOME AND TOTAL SAVINGS RECEIVED 
FROM EACH SOURCE, 110 LOCAL ASSOCIATIONS, BY YEARS, 1939-42. 

Year 

1939 
1940 
1941 
1942 

Source of Income Source of Savi s 
.Margins on Sales Other Income Local Savings Patronage Refunds 

88.0 
87.4 
88.4 
87.7 

<Each source as per cent of total> 
12.0 . 62.0 
12.6 46.6 
11.6 59.l 
12.3 64.8 

38.0 
53.4 
40.9 
35.2 
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Labor and Man~gement Expense Increased Most 
The operating statement showed that average expenses of 

exchanges increased 39 per cent from 1939 to 1942 but that 
costs per dollar of sales had ·declined. Of more significance to 
local associations was the 4 per cent increase in costs per unit 
and for that reason these costs are presented in more detail. 
Of the two major cost items, labor and management increased 
12 per cent or 51 cents per unit during the four years which more 
than offset the 26 cent decline in buildings and .equipment 
expense (Table 33). Credit costs were also lower and unclassi
fied costs higher in 1942 than in 1939. 

TABLE 33 . - EXPENSE PER PHYSICAL UNIT OF GOODS HANDLED BY 110 LOCAL AS-
SOCIATIONS, BY CLASSES AND BY YEARS, 1939-42. 

E~en~e Eer Ph)!sical unit 1942 as per 
Class of Expense 1939 1940 1941 1942 cent of 1939 

Labor and Management $4.36 $4.59 $4.55 $4.87 111.7 
Buildings and Equipment 2.43 2.51 2.39 2.17 89.3 
Office and Overhead .36 .39 .41 .39 108.3 
Credit . 26 .27 .27 . 15 57.7 . 
Promotion .17 .18 .20 .18 105.9 
Miscellaneous .06 .03 .05 .20 

Total excluding truck 7.64 7.97 7.87 7. 96 104.2 
Truck .34 .34 .34 .36 105.9 

Total 7.98 8.31 8.21 8.3.2 104.3 

As a result of these relative changes, labor and management 
expense increased from 55 to 59 per cent of total costs during 
the period, while building and equipment expense declined from 
30 to 26 per cent. 

Local Saving Became More Important 
From 1940 to 1942, the trend in proportion of total savings 

derived from local savings increased and that part from patrQn
age refunds declined (Table 32). This sort of trend is expected 
during a period of rising prices. The percentages .in 1942 and 
1939 were approximately the same. 

Summary 
Local cooperative associations experienced sharp changes in 

operating conditions · during the 4 years covered by ·this study. 
The dollar volume of sales doubled, which reduced costs per 
dollar of sales but costs per unit apparently ~dvanced slightly. 
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The increase in sales was due in part to rising prices and in part 
to an expansion in physical volume o,f business. 

MULTIPLE UNIT ASSOCIATIONS 

Throughout the state, there are a number of multiple-unit 
associations resulting from the: establishment of branches by 
large associations or from the consolidation of two or more · 
existing exchanges. Such multiple-unit associations normally 
are expected to be more efficient than they would be if the places 
of business were oprated as individual business units. 

Ten multiple-unit associations operating 22 places of business 
were in<::luded in this study. Although the volume of business 
of this type of association averaged larger per place of busi-. 
ness than the single-unit organizations, both average margins and 

TABLE 34. - COMPARISON OF OPERATING STATEMENTS OF 100 SINGLE-UNIT AND 
10 MULTIPLE-UNIT ASSOCIATIONS, 4-YEAR AVERAGE, 1939-42. 

Item Amounts per place of business Amounts per $100 of Sales 
Single Multiple Single Multiple 

Sales $127,012 $145,652 $100.00 $100.00 
Cost_ of Goods Sold 118,219 134,142 93.08 92.10 

Margins 8.793 11,510 6. 92 7.90 
Other Income 1,274 '1,328 1.00 .91 

Total Income 10,067 12, 838 7.92 . 8.81 
Expenses 8,376 10,255 6.59 7.04 

Local Savings 1,691 2,583 1.33 1.77 
Patronage Refunds 1,237 1,241 .97 .85 

Total Savings 2, 928 3,824 2.30 2.62 

TABLE 35. - COMPARISONS BETWEEN OPERATING STATEMENTS OF SINGLE-UNIT 
AND MULTIPLE-UNIT ASSOCIATIONS, BY AREAS, 4-YEAR AVERAGE, 
1939-42. 

North Central Southwest 
Single Multiple Single Multiple Single Multi le 

Average Sales· per place 
$162,377 of business $97,276 $122,607 $89,553 $165,590 $213,847 

Amounts per ~100 of Sales 
Margins $7.80 $9.68 $8.53 $8.26 $5.34 $6.73 
Other Income . 1.30 1.00 1.27 1.31 .66 .62 

Total Income 9.10 10.68 9.80 8.57 6.00 7.35 
Expenses 7.89 8.56 7.47 7.77 5.36 5.78 

Local Savings 1.21 2.12 2.33 .80 .64 1.57 
Patronage Refunds .42 .35 .55 .36 1.54 1.42 

Total Savings 1.63 2.47 2.88 1.16 2.18 2.99 
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costs were higher relative to sales in the multiple-unit group 
(Table 34). Margins were riearly $1 per $100 of sales higher 
and costs were about 50 cents greater than for the single-unit 
associatfons. Comparisons by areas are presented in Table 35. 

The above comparisons do not show any advantage in costs 
for the multiple-unit associations over the single units but oper
ating conditions in the territories served by the former may be 

. sufficiently different from the average for the state or for the 
larger areas to off set any advantage of consolidation. 
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