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INTRODUCTION

The success of the cocperabive movemweni depends primarily upon the
successful and efficient operstion of locel ussocistions. faimers compose
the membership of these local cooperaiives snd have been the principal group
participating in the cooperative movement in the United States. The expres-
sion of their faith in cooperstion is manifested through their patronsge end
support of their local organizations. The local cooperatives in most cases
own overhead orgenizations which have mided in strengthening and developing
the local associstions. On the other hand, the sucgess of the overhead co-
operatives will depend to s great extent upon the guality of the local as-

societions. The locsl cooperstivss, therefors, ore an important segmeant of

the cooperative movement.

Purpose of Study

The purpose of this study is 1o analyze the business operations of
the Farmers Cooperative Associastion of Alve to determine the facters which
have resulited in its success or failure a5 a cooperstive enterprise. The
historicel information presented serves as a background for a more complete
understanding of the snalysis of the current operations. By analyzing the
operations of this local coocperative for a five~yesr period, en endeavor was
made to dete?mine the besic relationships existing between {the elsments come-
posing the bslance sheets =znd operating statements of the associetion as a
unit, vo determine the operating efficiency of the individual depariments,

end to deseribe the membership and management siructure of the cooperative.

Hethod of Frocedure
The informstion presented in section one was primery data obisined

from the minutes of stockliclders and board of directors meetings, interviews
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with the meneger, end porsonel imowledsze of the pgscelation. o stbenpt wes
meds to resord the historicel inforoation in chronglegicsi ondor fropm the
dste of oroanizedion So the nresant time. Additionsl clerificstion of vore
fous points wes deairna,}homevez, the limited informction smveilsble in neny
cesas pede thie impossible,. The nmoterisl presented in the diseussion of thg
growth of the evgenization wastgb%aine& primerily Croz intorviews with the
mansger. oite Tron tho annﬁel auﬁits of 1521 through 1946 served oo the
basis rai~iha somperison of wolume and membership.

én effort was medo in secticn bwe o snalyze the Tinencizl condi-
tions ¢nd oporations of &ﬁa susociation 23 o whole snd the oporsiions of the
depmriments es individuel units. The dete for en esslysis of the finencisl
conditions wers obisined from the snnue)l eudits of the essceieticn for the
fivo~yasr poried Trem 1942 threough 1946. 4 percendese snslysis of the verious

items componing the bLelonce sheed to tobsl seseds ves nmads. The agas source

of date snd melhoed of snalysis verc used Tor the vericus clsments composing

the operstbing stebement. By oxpressing the relotionship of the oporsting

stutement 1tems to tho btotsl scles as percentenes, vearious sonclusions could
be mede concerning the shnuel oporations ¢f the wssocietion a8 o unit.

Jn snelysis of the depertnments es Individusl units wes then pede to
gscortrin the efficisner of the verious depertwents. Cines ihe wvasouieticn
uses & genersl socounting systen 1% wop necessery to elletets the é@@faﬁiﬁg
vEponsss on n departuentsl besis befurs @ soﬂwrehﬂnsivé crelysis sould be
vedss The ¢hisl puldes Tor the oxpenss distridbution were the saonusl oxpensso
lodeers for the fiva»yﬁﬁr §ariaé gnd the odvice end ostimetes of tho meneger.
The scleries gn@_wsges, which conposs the cﬁi@£ itam$ of oporatlisg srponses,
rore more scourstely slloseted by sddition of individusl selaries in ssch dee

pertoent.  The sllocstion of the Temginder of the expenses presendoed the



necessity for & greater degree of arbitrery estimates. By analysias of the
expense ledgers and famillierity with the fimm, cstimated dopertmental per-
centages were made for esch expenss item. These percentsges wsre then
referred to the manager for the corrections he deemed necessarv. In the
case of several minor items of expense it was concluded thet sn aceurate
basis for deparimentsl distribution could not be made. The actual benefit
received by each depsriment, as a result of the occurrence of this psriic-
ular expense, could not be ascerteined. In such cases the expense was al-
located in its entirety to office expense. After all expenses were dis-
tributed the office expense wes allocated to the five departments on an
sbility-to-pay basis. The basis used was the annual gross operating earnings
of each of the departments.

In the computetion of the theoreiical interest it was necessary te
arrive at the znnual cepital investment in each department. The value of
total essets accountable to each department was Tirst celcuvlated, The value
of net worith for each department was then obtained by subtracting the portion
of the tobal liebilities sccountable to each department from the department
assets, The deparitment net worth was used as the base and was divided into
facility, operating, end commodity capitel for interest camputation. The
prevailing retes of the tichite bHark for Coopsratives were then epplied to
the three types of espital in cach department and the departmentel intersst
value was computed.

The penersal ledger of the association served as the source of dais
for the sessonal variation of the varicus commodities hendled. The monthly
volune of purchases and sales for the major commodities in each of the depart-
ments was tabulated and an aversge monthly volume was computed., In the case

of the merchendise department, the multiplicity of the commodities handled
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prompted the use of the montbly dollar value of purchascs end ssles. A nean
monthly voluwne for the Tive-year period for purchases of each commodity waa
compubted snd this smount was desipgnsted as 100 pesrcent. The same procedurs
wag used for sales. The average moathly velurme was then sxXpressed s & poT=
centage of the mesa wmoubthly volums for the psriod for sach of the najor come
modities, This psrmitted the plotting of the sewsonal veriation of the com-
modities with unlike units of measurement on the seme figure.

The finel part of seciion two is » rebio enalysis attempting b0 dew
termine the basic relationship of belance sheet snd opersting statement
iteme. The Tive-year averazs of the verious items included in the ratios
served as & base for compubting the ratios.  These sversges wefe cormont arithe
metic means obtained frow the five annuel valuss of the items teken from the
znnual auditve of tho essociabion. Since only one orgsnizebion was included
in this study 1% is necassary‘to rgfer to previcus studiss to obtain compare
etive data. The differeonces in the periods of time and types of orgeniza-
tiong included in other studies, wesken the reliability of sy conclusions
mads by use of a comparabive study. Although definifte mssumptions cennot bhe
made, & refic analysis of this type does serve s asn indicator oY the
strongth or weskness of the financisl struceture of the associsztion.

The information presented in the final section of this study vas
obtained primerily from the by-laws of the sssocisblon and from interviews
with the mansger. A4An endegvor hos been made bo combine the informetion
evailsble znd to describe the operebing structure of meobership end

management.,



THE DEVELOPIENT OF THE ASSOCIATION

Since the opeuning of the Cherckee Strip in 1893 for settlement and
agricultural production, wheat hes been the major crop produced in ioods
County. The ceontinued success of wheat production depended primarily upon
the maintenance of a fTavorable market for the wheat produced in the arssa.
Frice discrimination snd various other adverse conditions led To ths organi-
zation of a farmerg® elevator in Alva in 1898, The orgsnization was successe-
ful in decreasing mergins end increessing the priece received by the fazmmers.
For example, immedistely after the orgenizaticn of the associstion the price
paid to the farmers for wheat incresased approximstely five cents per

i
bushel. 45 8 result of the instebility of the orgenizetion, business opera=
tions were terminated in 1916. The reoceurrence of discriminatory practices
existing priocr to the estsblishment of the first formers® clevabor resulted

in the orgmmizstion of the present association.

The History of the Orgenization

Operations from 1917 to 1920. The Fermers Uooperative 4ssociation

of 4Alva was‘organized and begen business in Ap:il, 1917. It wes orginally
incerporated for $15,000 with stock ot (100 par value. At the time of in-
corporation there were 52 stockholders, The @ssociation began operation at
its present location ot Santa ¥Fe and Fifth in #lve, with the purechase of an
elevator snd fixturés from the Woods County Grain end Broom Cora Uompeny. The
firm was organized primarily as & wheat narketing organization; howsver, coel

and fsed were insugurated from the oulset as & sideline business., FProvisions

1/ Carl Williems, "Getting The Farmers' Grop to iarket,” The Oklahoma
Farmer-Stockman, Vol., 29 {(June, 1916), p. S.

5



were made for the firm to handle products of the Alva Koller #ills andi%he
Red Stsr Milling Company. 4 decision was made by the Bozrd of Qirectafs
that the firm would cherge two cents per bushel for hendling charges and
shippers would stand all shrinkege on wheat until the 191% crop was ready
for market.

Hr. G. 4. Buchanan, merxber of the Bosrd of Lirectors, direcﬁéd the
sctivities of the association for the first month of i%s operation. In May
of 1917 ¢, P. Ulark was hired as manager of the cooperative and continﬁe& in
this position for six months. He was succeeded as mansger by S. Shelly in
September of 1917. Two edditions were made to ths physical plant in 1917.
in office building was moved to the firm's location and additional graﬂary
space wes added to the elevator. £s a result of the successfTul opsration of
the associztion during its initisl year, & 10 percent dividend on eachfshare
of stock was declared by'the Board of Directors at its last regular meéting
prior to ths annual meeting of the stockholdors,

At the ocutset of their second year of operation, the cooperative
purchased o large stone building which was adjacent to their lots on tﬁe
west to be used as z werechouse for the sale of feeds and seeds. Additional
lots were alsoc purchased seross the street for use as 2 feed and wagoniyards
buring the year, considerstion wes given to proposels to purchase varipus
items desired by members in carlesd lots. dmong those taken inte
consideration were elfelfa hay, potatoes, apples, and posts.

In 1919 two important expansion moves were made which axtand%@ the
market area end the influence of the sssociation. &n elevabor was purghased
from the iarcus Grain Vompany et Hopeton, Oklahomas, and another from tﬁe
Johnson~-Douglas Company b Woel, Cklahoma. With the extension of the ﬁarket

area, the capital stock was incressed from 15,000 to $40,000 $o allow



greater pasrticipetion in the association by the farmers in the Hopeton emnd
Hozl mreas and to eid in finsncing the purchase of the two elevators. &
petition signed by three-fourths of the stockholdsrs was presented to the
Board of Directors who, in turn, secured the increase in the cepitel stock,
Turther evidence of expansion wes also noted in the ennusl meeting vhen
authérity was given the Board of Directors to extend the business of the as-
sociation by increasing the stock of goods svaileble for ssle tc the members,

Operations from 1980 to 1930, With the additionel growth of the

assotiation the need for a full-time bookkeeper and z stsndardized accounting
system was realized by the Board of Directors, They directed the memager upe
on the instigstion of the system to prepare a report of seech month's business
to be submitted to the Bosrd st their reguler monthly meeting. 7The Board
also instructed the mansger to pfovide & system whereby & complete record of
all purchases and ssles to stockholders could be maintained., The position of
the associstion was further strengthened as o result of a pebition circulsted
et the annual meeting of the stockholders in Jenuery, 1921. This petition
authorized the Board of Directors to incorporaie under the 1919 Oklahoma Co=
operetive Law., Prior to this time the associsbion wss am ordinary stock
company and div;denﬁs had been peild each year on & stock basis. The first
dividend declared by the Doard of Uirectors in conformity with the 1919 law
was in 1922. In declaring the dividend, the Board provided thet 8 percent was
to be paid on stock and the remeinder of the dividend was to be psid on &
petronage besis. The same policy concerning dividends was in effect Tor the
remainder of the twentiles.

The first three years of the twenties were merked by a period of
rapid turn-over in the mansgement of the asssociation. In 1920 & change in

manager and bookkeeper was approved by the Bosrd of Directors. In May,



B, 0. Calhoun succesded S. Shelly as menager and J. H. Wbltney, present
manager and then president of the Board, resigned from the Board and assumsd
the duties as bookkeeper in Scptember of the ssme yeer. In Webruary, 1922,
Mr, Celhoun submitted his resignation to the Board and Mr, ¥Whitney wes
selected as Lis suceessor, r. Whitney maoneged the association for one

- year; however, in Jenusry, 1983, he resigned and was replaced by J. S.
Heasley.

In 1921 the sssociation made an egreement with the HNational Wheat
Growers Jjssocistion end the United States Grain Growers, Incorporated, for
the hendling of their members' whest. 4&n attempt was made at the annual
meeting in Januery, 1924, to grant the same patronage dividend to the mem-
bers of these organizations as was given the stockholders of the cooperative.
The esdvocates of this plan were.unsuccessful in obtaining this concession.
Prior to the marketing of the 1984 crop, the Board of Directors adopted‘a
Tlet rate of three cents per bushel on 8ll wheet msyketed by the Vheat
Growers éssociation.é/

Luring the first few years that the zssocistion operated, the cre-
dit policy to be mesinteined was under discussion on various occasions. In
Merch, 1918, the Bosrd of Uirectors instructed the mansger to collect ac=
counts past due and not to allow accounts to run for more than 30 days. 4n
unsuccessful attempt was made at the annual meeting in January, 1920, to
limit the credit of one individual to 4200 and after 60 days to charge 10
porcent intersst. If these measures were not suceessful in sttaining collec-

tion, it was further suggested that after six months' time the individusl be

&/ Due to the lsck of informution available, a2 more accurste interpro-
taticn cannot be made,



reguirsd to give a bsnkeble note., In ey, 1920, the Bosrd instructed the
mansgement to secure 10 percent iuteresi-bearing notes from all purchasers
for eredit sales of twenty-five dollars or more. It was further provided
thet individuals holding sccounis of twenty~iive dollars or more be
solicited for personsl noves. This credit system wWes suspended ipdefinitely
in Hovember, 1920, and an intensive effort was made to collect all book ace
counts. In April of the following year, the Boerd of Directors instructed
the menasger to place the sale of all commodities on & cash besis. & few
months later statements of all book accounts end notes dus were sent to in-
dividusls informing them if accounts and notes were not paid by September 15,
they would be placed in the hands of an attorney for collection., At ths an~
nual meeting in Jenusry, 1922, an attempt was méda tc establish & new credit
policy; however, it was finally decided that the direction of the cash and
credit system would be left to the discretion of the Bosrd of Directors. The
assoclation, also, sdopted the policy of applying dividends in payment of
book accounts.

During the four-year period from 1924 to 1928 there were only minor
changes in the sctivities of the associstion. Two additions were made on the
physical plant in 1%24. In lay a concrete block garsge was built to house
the delivery truck. In December the office building was enlarged to furnish
a roon for Board meetings end space for storage of supplies and records. At-
tention was again'given to carload lot purchases, The Board gave the msnager
suthority to purchase cerload lots of oats and corn at Hopeton and a carload
of fence posts for delivery at Alve. A(proposeé change in the method of
electing the Lidard of Directors was advenced st the snnual meeting in Jenusry,
1825, The new plan advoceted & system of electing two board members for three

years, two for two years, and one for one year. 4t the expirstion of their
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terms each group would be elected for a three~year term, The pessege of the
plan was unsuccessful and the old plan of electing the entire board ennually
wes continued. In the latter part of 1926 the association became a member

of the Farmers Cooperative CGrain Dealers Association of Oklehome., An item
of importance which occurred in June, 1927 was & proposed division of pure
chasing wheat at Hopeton. A representative of the Enid Milling Company met
with the Board of Directors to discuss a plan for dividing the wheat pur-
chesed smong the elevators at Hopeton according to some plan.y The Board re-
jected the proposition on the grounds that the essociastion desired to remain
independent at all times,

Further expansion of the association was mede in 1928 with the pur-
chase of the Farmers Elevetor at Ashley, Oklahoma., Negotiations had been
started in the latter part of 1927. At the annuel meeting in January, 1928,
the stockholders instructed the new Board of Directors to continue negotia-
tions snd purchase the elevetor at their own discretion, Final settlement
was made in Jenuery, 1928. A new residence for the mansger of the Ashley
station wes constructed in February, 1929.

Various weeknesses .j.n the management of the association became ap-
parent to the Board in the latter pert of 1928. 4s a result the Board as-
sumed active menagement of the Alva firm with J. H. Whitney, President of the
Board, in charge. In December of the same year, Lester Bloyd was hired as
bookkeeper and the following Jenuery, M. S. Mercer, who was formerly

essistant manager, assumed the duties of manager.

Operations from 1930 to 1940. The first three years of the

thirties were marked by several items of importance. A more desireble outlet

3/ Details of this plan are not availeble.
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for the sele of wheet was assured for the associetion when it beceme & member
of the Union Equity Cooperative Exchange of Enid in 1930, During the seme
year an amendment was added to the by~laws, The amendement provided that

the association shall not deal in products of non-members to an amount
greeter in velue then those handled for its members., This amendment was in
accordence with the provisions of the Capper-Volstead Act passed in 1982.é/
One of the principal items under consideration during 1930 was the building
of a new frame elevator at Alva. The old elevator had been completely
destroyed by fire in December of the previous year.

An important edvancement mede in 1932 was the purchase of the
facilities for the menufacture of poultry feeds and mash, Prior to this time
the cooperative had hendled various commercial products, With the purchase
of a feed mixer, an additionsl grinder, ahd the required ingredients they be-
gan the menufacturing of their own poultry feeds and mash in the warehouse at
a reduced cost to the members of the cooperative. Another item of importance
which occurred in 1932 was & proposal made by the Union Equity Cooperative
Exchenge to construct a 250,000 bushel terminal elevator in Alva. A repre-
sentetive of the Union Equity met with the Board of Directors of the Alva
association to discuss the proposed terminal. After a great deal of discus=
sion and consideration of the proposition, a negative decision was reached.

A change of managers occurred at the outset of 1933. Mr. Mercer
hended the Board his resignation in February to become effective on March 1.
Orvel Pfiefer, manager of the Hopeton stetion, was selected as his successor

and remained in this position until his desth in 1936. During the three-year

4/ Cited in L. S. Hulbert, legal Phases of Cooperstive Associstion,
p. 213.
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period that the menagement of the associastion was under the direction of Mr,
Pfiefer, several changes and advancements were made., Plans were started in
Merch of 1934 for the construction of additional elevator spece in Alva.

The construction of a 100,000 bushel concrete structure was the decision of
the Board of Directors eand a contract was signed with the Chalmers and Borton
Construction Company to begin work immediately. The construction of the
elevetor wes completed in June, 1954, Another expension move mede in 1935
wes the addition of a produce department. A large brick building edjacent
to the cooperative preoperty on the west housed a produce station owned and
operated by Armour end Company. The cooperative leased the facilities and
building and began the operastion of its own produce station for the purchase
of cream, eggs, and poultry. &n sgreement was made then to market the
majority of the produce with Armour and Company. The merket area of the as-
sociaetion was further extended with the purchase of an elevetor at Cepron,
Oklahoma, in May, 1935. A warehouse was constructed at Capron in September
of the same year to enable the associstion to handle feed and farm supplies
et the newly acquired station.

The three-year period under discussion wes marked by several changes
in the general business structure of the aessociation. New by-laws were sub-
mitted end asdopted by the stockholders et their ennual meeting in Janusry,
1934, At the same annuel meeting the method of electing the Board of
Directors was chenged in conformity with the new by-laws. Two members were
elected for three years, two for two years, and one for one year. At the
expiration of their respective terms each group would be elected for three

' years. During the same year & stock asgreement or note plen was instigated
whereby a prospective stockholder signed an agreement or note agreeing %o

turn his entire dividend to the cooperative until such time &s his share of
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stock was peid in full. One other item of importence wes & decision made at
the annuel meeting in Jemuery, 1935 to incresse the capitelization of the
essocistion from $40,000 to $75,000 to aid in financing the expenmsion of
facilities.

The necessity for a new mansger erose in June, 1936, as the result
of the death of Mr., Pfiefer, J. H, Whitney, former board member and manager,
became the new manager and is still serving in this position. The remainder
of the thirties wes marked by two important developments by the association.
In Jenuery, 1939, the cooperative severed all connections with Armour end
Company, regerding the handling of produce. The following month the Armour
building was purchased by the cooperative and in October of the same year
the bullding wes remodeled to permit better handling of the produce business,
At the time these improvements were made, the basement was remodeled to serve
a8 & room for the annual stockholders and various group meetings. The second
major development in the late thirties was the necessity for the comstruction
of a new elevator at Capron. The cooperative had purchesed a second elevator
et Capron in March, 1937. A tornado in March of 1939 caused partial demage
to this elevator and completely destroyed the elevator and office acquired in
1935, Immediately, the Board of Directors decided to sign a contract with
Chalmers and Borton }or the construction of & new 80,000 bushel concrete
elevator and use the msteriel available in the elevator still stending for
the construction of a new office and warehouse., During this same period of
time sdditional stock was purchesed in the Union Equity Cooperative Exchange.
Stock was also purchased in the Consumers Cooperstive dssociation, which be-
ceme the chief source of purchase of verious items of merchandise desired by
the members. To insure & satisfactory sales outlet for cream, the association,

elso, became a stockholder of the Enid Cooperative Creamery Association.
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Operations from 1940 through 1946. The association had gone

through the depression mesintaining a sound finencial position end had ex-
pended even further during the thirties. The incressed volume of &gri-
cultursl commodities which was produced as a result of the war, necessitated
further growth and expension of the associstion during the forties. In 1940
a great deal of attention was directed to the question of wheat storage.

* The government price support policy end government loens caused the storage
of wheat to become a major problem of all grain marketing firms. The Alve
associetion decided to charge & maximum storage fee of eight cents per
bushel plus turning and treating charges annuslly.

Further growth of the association resulted from the sddition of a
petroleum depertment in 1940, The Fermers Independent 0il Company hed been
operating in 4lva for seversl years. An unsuccessful attempt had been made
in 1938 to consolidate the two cooperatives since many farmers were stock-
holders of both organizations. Finally in 1940 the Farmers Cooperative As-
sociation purchesed the property end fecilities of the cooperative oil com-
peny and added & new department to the association. The petroleum depertment
was further enlarged in 1942 with the purchase of the Blue 0il Company at
Capron.

At the ennuel meeting in Jenuary, 1941, the Board was directed to
incorporate the cooperative under the 1937 Oklahoma Cooperative Law. The
constitution end by-lsws was rewritten to make necessary chenges in conform-
ity with the new lew. A%t the seme meeting the Board of Directors was
authorized 4o increese the capital stock from $75,000 to §100,000.

The building of additionsl facilities for grein storage was the
principal problem confronting the Board and memagement in 1944. The building

of one elevator in Alva was given considerastion in March, 1944. It was
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finally decided, however, thet & greater number of members would be rendered
better hendling facilities by increasing the capacity of the Ashley and
Hopeton elevators. The question then arose as to the method of financing
the new construction. The Board after full consideration of the various ways,
including the possibilities of retaining a larger percentage of the divi-
dends, were unanimous in the decision that the only safe and sound method
would be the sale of. edditional stock. A special meeting of the stock-
holders was celled in October, 1944, for the purpose of obtaining the
opinion of the stockholders relative to the building of new elevators and to
the determination of & method for finencing the new construction. The stock=~
holders suthorized an increase in cepital stock to permit the sale of suf-
ficient stock to build the facilities and suggested that members be solicited
to incresse their stock subscriptions in accordance with the by-laws, In the
regular ennual meeting two months later the suthorized cepitsl stock was in-
creased from $100,000 to §200,000. Contracts were signed with Chalmers and
Borton and work begen immediately on a 100,000 bushel elevator at each of
the two stations.

Another station was added to the association in 1945. In March,
1944, a group from the Avard community met with the Board and presented a
list of fammers in their community who would subscribe for stock in the Alva
cooperative if an elevator could be purchased in Avard. In December, 1945,
the association purchased the property end facilities of the General Grain
Company. Plans were then discussed for building a 100,000 bushel elevator in
Avard. After additional stock was sold in the Avard community as prescribed
by the Board, & contract was signed with Chalmers and Borton and work bégan

on the new elevator., It was completed in September, 1946.



16

In Februsry, 1947, pleans were outlined for rebuilding the petroleum
station at Alva. The facilities were moved from the location at Barnes snd
Fourth to a location which had been formerly occupied by the Farmers Union
station, The building wes razed snd at the time of writing a new two-story
brick building wes under construction. Upon completion, the building will
house the petroleum station, a ferm supply end appliance store, and the
associetion offices.

The Growth of the Orgenization

The history portrayed the growth of the sssociation from a single-
unit orgenization through 30 years of development and advancement to its
present stetus as one of the most successful marketing and purchasing as=-
sociations in Oklahoma, The merket area snd influence of the orgeanization
have been extended by the transition from & single unit operating in Alva
to & multiple-unit organization with feecilities at Ashley, Averd, Capron,
Hopeton, and Noel., With the addition of esch station, the membership end
volume of business was increased as a result of additional participetion by
fermers located in the viecinity of the newly acquired stetion. The growth of
the associstion was not limited to the externel aspect. During the entire
period of its estsblishment the cooperative advanced internally as well. The
three original departments expanded es demand necessitated. Additionel ele-
vator space was constructed to insure more satiafactory handlirig of the wheat
produced by the members of the associmtion. The merchendise department did
not maintein a static position, but increased the volume and number of items
aveilable for sale., The addition of the produce and petroleum departments
widened the scope of services rendered for the benefit of the associstion
members. &s a result of the internal growth the association is now composed

of five departments: Wheat, coal, merchandise, produce, end petroleum.
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Volume and Membership. The growth of the association can best be

illustrated by & comparison of the volume of business and membership., The
most satisfactory meesure for volume of business is the annual gross sales,
In the case of membership, outstending stock is not completely accurate be-
cause all shares of stock do not denote active patrons of the associstion,
However, in consideration of information available, outstanding stock serves
as the most consistent measure of membership. The total annusl sales of the
organization heve maintained & comparative position with the general business
trend (Figure 1), The decrease in 1942 may be attributed to a decrease in
totel volume of wheat sold and to a decrease in the merchendise depertment
resulting from the smaller volume of merchendise availeble for sale &s a re-
sult of the war. However, over the twenty-seven-year period for which
records were available botl the volume of business and membership increased
approximately six-fold.

Physical Facilities. During the entire growth of the associstion,
physical facilities have been plenned end constructed to increase the serw
vices rendered to the members of the cooperative. The needs and demands of
the members have served as the guide for all expansion moves made by the as-
sociation. This type of development program hes resulted in a well-belanced
physicel plant end hes minimized excessive end unprofitable expension and
construction. At the present time facilities are availeble for handling
wheat at all of the cooperative stations with a total elevator capacity of

547,000 bushels. The distribution of the elevator cepacity is as follows:

Alva 135,000 bushels
Ashley 110,000 bushels
Avard 100,000 bushels
Capron 80,000 bushels
Hopeton 110,000 bushels

Noel 12,000 bushels



Sales (1,000 Dollars)

Figure 1. Sales and Outstanding Stock of the Farmers
Coorerative Association, From 1921 Through 1946
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In the case of Hopeton and Ashley, the frame elevators which were
in use prior to the construction of the concrete houses are now being used
for additionel storsge space. All of the stations operate during the entire
yeer except Noel, which is open only during the harvest seasson, Additional
facilities are available for the sale of merchendise at sll of the stations
except Noel and coal facilities are located at Alva, Ashley, and Hopeton.
Produce facilities are operated in Alva and Avard. #n independent buyer in
Avard hendles produce on & commission basis for the cooperative., FPetroleum
stations ere located in Alva end Capron. &t the present time the petroleum
station in Alva is 1ngdeqnata, pending the completion of the new station
under construction.

Merket Area, The factors which have contributed to the growth of
the orgenization have aided in esteblishing a stable market area for the as-
societion, The market area of this organization is determined primarily by
the location of the ferms of members end the proximity of competing facili-
ties for marketing sgricultursl commodities in neighboring towns. Since ap=-
proximately 90 percent of the business of the cooperative is member business,
the locetion of the farms of members is the most important element in de-
fining the extent of the market area. With the sddition of each station, the
market area has been extended to include farmers within the vicinity of the
newly acquired station. At present with stations located in each direction
from Alva, the market area forms a fairly well defined circle around Alva
(Figure 2). The proximity and availability of competing facilities in
neighboring towns also are influential &s a determinant of the association's
merket area. The facilities which compose the Alva cooperative are availsble
in a majority of the adjacent towns (Table 1). The size, number, and type of

facilities in each town aid in determining the line of division of patronage



Figure 2. Location of the Stations and Market Area
of the Farmers Cooperative Association
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Teble 1.

Number of Competing Facilitles Within end Adjacent To

The Market Area of the Farmers Cooperative Association
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between the town in guestion and the nearest station of the Alva cooperative,
In ceses where cooperstive fecilities are availeble, the line of division is
more nearly locszted &t & central position between en Alva cooperative sta-
tion amd the other cooperative. There are isolated examples of farmers who
ere nearer to other fecilities but market through the Alva cooperative be-
cause of additional services which ere rendered or the personal belief that
greater benefits are received. The condition of roads end highways affect
the decision of farmers as to which firm they will patronize. This is il-
lustraeted in Figure 2 in the case of the southern 1limit of the association's
trade territory. The greater extension of the market area northwest of Alva
shows the importance of feacilities in neighboring towns in determining the
market area of this associetion. The limited number of towns in this sector
is the primsry reason for this extension.

The existence of competing firms in the towns where the associe-
tion's facilities are located results in internel division of the market
area. Various types of competing facilities exist in Alva, Avard, Cepron,
and Hopeton, The effect of these firms upon volume hes not been a primery
concern of the associstion., With few exceptiocns, the major fermers in the
entire area are active members of the cooperative. Their participstion hes
assured the cooperative a constent volume in all depertments. 4s a result,
the cooperative has been sble to maintain a dominate position in competition
within the market area. It has, however, endeavored to respect the rights
of other firms. This policy hes resulted in the maintenence of friendly re-
letions snd decressed discriminatory competition on the pert of ell firms for
edditionel control of the market area.

The history and growth of the associstion describes the transforma=

tion of the cooperative from & single-unit orgenizetion to the multi-unit and
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mlti-department orgenization that exists at the present time. The success
in attaining its present stetus can be attridbuted primerily to the stability
which has been mainteined through the 30 years of expansion and development.
Consideration of needs and desires of the members, efficient management,
wise finsencing, and & cerefully supervised expansion progrem are the primary
factors which have contributed to the attainment of a sound and stable

cooperative enterprise.



AN ANALYSIS CF THE FINANCIAL CONDITION 4AND OPERATIONS
OF THE ASSOCIATION AND ITS IEPARTMENTS

The enalysis of the financiel conditions and operstions of the
Farmers Cooperative Association of Alve is presented in four perts of this
study. The first part deals with the financial conditions as obtained from
en enalysis of the annual balence sheets, Financial condition refers to the
relationships that exist emong the items constituting sssets, lisbilities,
and net worth. The method employed is a percentage enalysis of various
elements of the balance sheet to the total assets. The sscond part is based
upon an analysis of the items composing the snnual operating statements. The
materiasl presented in this part messures the annual success of operations of
the business as a whole by a percentage enalysis of the operating statement
items to the total sales. A business may be operating successfully and ef=-
ficiently es a unit, however, various elements composing that unit may be in-
efficient in their operations. In view of thia fact, the third part deals
with the operstions of the five departments constituting the totality of this
cooperative, The final part is a ratio enalysis to determine the basic rela-
tionships of balance sheet and operating statement items. The data used were
taken from the ennusl sudits, expense ledgers, end general ledgers of the
association for the yeers 1942 to 1946, inclusive.

Finencial Condition of the Association

Assets. The assets of this organization represent the value of
that which is actually owned by the association. The primary elements com-
posing the assets are cash, receivables, inventory, fixed essets, end other
assets., The first three of these are classed as current essets; denoting
that they cen be readily converted to a form necessary for meeting current

obligations. Cash &s given in the audits is composed of cash on hand and

24
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bank deposits, During the five-year period cash hes averaged 14.4 percent
of the total assets with a low in 1942 of 8.6 percent and & high of 16 per-
cent in 1944 (Teble 2). A study mede in Michigen of various cooperatives
showed that the sversasge percentage of cash to totel assets there was 12,7
percent.gj It further stated, however, that purchasing snd sales coopera=
tives usually maintained & higher percentege. The association under study
holds a favorable position to this aversge. The policy of selling wheat im-
medistely to insure an equality between purchases and sales, to minimize the
effect of price changes, does not necessitate the maintensnce of a large cash
balance., #As long ss a margin of safety is maintained, the present cash
percentage should be adequate.

Receivebles are composed of sccounts receiveble, notes receiveble,
and storage receivaeble. Receivables should be converted to cash as the busi-
ness proceeds, however, the possibility of loss on thesz is counteracted by a
reserve for doubtful eccounts. The success of the credit policy of the as-
socistion can be ascertained toc some extent from the percentage that receiv-
gbles are of totsl assets. The average percentage for the period under study
wae 2,3 percent with & high of 4.9 percent in 1942 end e low of 1.3 percent
in 1945, The present status of receivables is extremely fevorable, however,
this may be attributed to the high incomes which the farmers received during
the war, As the ability of the farmers to meet these obligastions becomes
more difficult, & rise in the percentage of receivables to totel assets may

be anticipated.

5/ H. E, Larzelere, Financial nt Analyeis of Farmers' Coopersa-
tives in Michigen, p. 38.




Teble 2. Combined Balence Sheets of the Farmers Cooperative Association,

From 1942 Through 1946

: Percentage : : Percentage : : Percentage
1942 t of Total 1943 : of Total 1944 : of Totel
: Assets H : Assets 3 3 Assets
(Dollers) (Percent) (Dollars) (Percent) (Dollears) (Percent)
Assets:
Cash 19,324,32 8.6 42,417,.87 15.4 48,481.31 16.0
Receivables 11,110,92 4.9 5,491,75 2.0 8,077,535 2.6
Inventory 58,760,158 26,1 58,719.75 2l.4 44,283,35 14.6
Current 4ssets 89,195.39 39.6 106,629.37 38.8 100,842.19 33.2
Other Assets 50,601.34 22,5 85,708,66 31.2 121,224.35 40,0
Fixed Assets 85,550,73 37.9 82,680.14 30.0 81,303,76 26.8
Total Assets 225,347.46 100,0 275,018,17 100,0 303,370.30 100,0
Lisbilities:
Accruels and Reserves 12,882.08 5.7 15,198,33 5.5 9,367.,16 3.1
Dividends end Refunds 66,068,45 29.3 76,617.82 27.9 70,965,39 23.4
Current Lisbilities 78,950,53 35.0 91,816.15 33.4 80,332.55 26.5
Fixed Liebilities 0.0 0,0 0.0
Total Lisbilities 78,950,53 35.0 91,816,15 33.4 80,332,55 26.5
Net Worth:
Capital Stock 79,300.00 35.2 89,300.00 32.5 100,000,00 33.0
Allocated Reserve 0.0 19,351.43 7.0 37,247.16 12.3
Surplus 67,096.93 29.8 74,550,59 27.1 85,790.59 28,2
Total Net Worth 146,396,93 65.0 183,202,02 6646 223,037,75 73.5
Total Net Worth and
Liebilities 286,547.46 100.0 275,018.17 100.,0 303,370,30 100.0

{Continued)
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Table 2, Combined Balance Sheets of the Farmers Cooperative Associeation,

From 1942 Through 1946 « Continued
H ¢ Percentage : : Percentage : : Percentage
: 1945 ¢ of Total : 1946 t of Total : Five-Year : of Total
: i _#Assets t _4ssets i Aversge :  Assets
(Dollers) (Percent) (Dollars) (Percent) (Dollars) (Percent)
Assets:
Cash 64,435,69 14.7 74,805,.28 15.2 49,892,90 14.4
Heceivables 5,742,611 1.3 10.332.85 2.1 8.129.01 2,3
Inventory 44,543,.52 10.2 49,533,65 10.1 51,168,08 14.8
Current Assets 114,721.82 26,2 134,561.18 27.4 109,189,.99 31.5
Other Assets 144,695,95 33.0 128,027,95 26.1 106,051.65 30.6
Fixed Assets 178,906,97 40,8 227,805,55 46,5 151,249.45 37.9
Total Assets 438,324.74 100.0 490,394.68 100,0 346,491.07 100.0
Liebilities:
Accruasls end Reserves 11,144,30 2.5 12,224,71 2,5 12,163.32 3.5
Dividends and Refunds 81’171.00 18,5 104’580.89 21.3 79,880.71 23,1
Fixed Liabilities 30,600,00 7.0 18,000,00 3.7 9,720,00 2.8
Total Liebilities 122,915,30 28.0 134,805,.60 27.5 101,764.03 29.4
Net Worth:
Capital Sgock 155,500.00 35.5 169,600,00 34.6 118,740.00 34.2
Allocated Reserve “.003094 14.6 78.168009 15.9 59.755.18 11.5
Surplus 95,900.50 21.9 107,820.99 22.0 86,231.92 24,9
Totsl NHet Worth and
Lisbilities 438,324.74 100.0 490,394,68 100.0 346,491.07 100.0
SOURCE: 4nnusl Audits of the 4dssociation, from 1942 through 1946.



The third item composing the current sssets is inventory. During
the five-year period, the inventory averaged 14.8 percent of total assets
with & high of 26,1 percent in 1942 end a low of 10,1 percent in 1946. The
decresse in the annuel percentages has not resulted from a proportional de=-
e¢rease in the dollar value of the inventory, but from sn increase in fixed
essets resulting in en increese in the value of the total assets, The as-
sociation does not maintein an exceedingly large inventory in any department.
48 steted previously, the policy of maintaining an equality between sales and
purchases in the wheat department accounts for the small inventory in this
depertment. The rapid turnover in the produce department results from the
perishable nature of the products and an effort to guard against price
chenges. During the war the scarcity of various items handled by the merchan-
dise snd petroleum depertments resulted in a rapid turnover end in a small
physiecal inventory. At the present the rapid fluetuation of prices has con-
tributed to a policy of maintaining e small inventory in these departments
to prevent & loss in case of a decrease in the inventory velue. At the close
of the fiscel period, the inventory is at the lowest level during the period.
Since the data for this study were teken from the annusl financial state-
ments, the existence of a small inventory can be expected. The development
of desirsble sales cutlets and sources of purchase has resulted in a de-
creassed necessity for large inventories. Until a grester degree of stability
is attained in the price structure, the maintenance of a small inventory is
deemed desirable.

The fixed sssets constitute permanent asaa.t.s which cannot be easily
converted into cash and are used for long periods of time in the normal
operation of the cooperstive. The major items composing fixed assets are

reel estate, buildings and improvements, sundry equipment, furniture and
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fixtures, and delivery equipment. During the five-year period the average
percentage of fixed sssets to total sssets wes 37.9 percent, with a high of
46,5 percent in 1946 end a low of 26.8 percent in 1944 (Teble 2). The velue
of fixed essets decreased during the first three yeers as a result of normel
depreciation. OSome minor items were added during this period, however, since
no mejor expensions were made, the increases were less than the amount of de-
precietion for the fixed assets as a whole. The situation chenged in 1945
and 1946, The addition of two new elevators plus minor items resulted in an
incresse of 120 percent in the fixed assets as presented in the 1945 audit.
A third elevator constructed in 1946 caused a further increase in the fixed
essets. #4s a result of the importent position held by fixed essets in rela-
tion to total mssets, sny major expansions made by the associstion increeses
the percentage of fixed assets to total sssets and increases substantislly
the value of the total assets.

The third principal division of assets is other essets. This
division is composed primarily of investments, stock subscription receivables
end accrued interest receivable, security deposits, and unexpired insurance.
The investment element constitutes investments which have been made by the
cooperstive in other orgenizations. The mejority of these are in central or
terminal orgenizations which serve as a source of purchase or as a sales out=-
let for commodities handled by the association. The principal orgsnizetions
are the Union Equity Cooperative Exchange, Consumers Cooperative Association,
Consumers Refinery Associestion, Enid Cooperative Creamery 4ssocistion, and the
Alva Public Terminal. During the current year, 1947, the Alva Public Terminal
was s80ld and the cooperative no longer has &n investment in this firm. The
associetion, elso, has an investment in stock of the Wichite Bank for Coopera-

tives and prior to 1946 a msjor investment item was government war bonds., The
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value of other assets incressed for the first four years of the five~year
period, This increase resulted from the expansion of their investments and
the sale of capitel stoeck which incressed the stock subscriptions receivable,
In 1946 the total velue of other assets decreased, This resulted primarily
from the sale of war bonds to aid in finencing the construction of the Avard
elevetor. The percentage of other assets to total assets for the five-yeer
period wes 30.6 percent with a high of 40 percent in 1944 and a low of 22,5
percent in 1942 (Table 2). Other assets have increased in the past end will
continue to increase in the future as a result of allocated reserves which
are retsined by the various central cooperatives and credited to the local
association,

Total essets have increased 118 percent during the four-year period
from December 31,1942 to December 31, 1946. For the same period fixed assets
increased 167 percent. Current essets increased 50 percent and other assets
increased until 1946 when they decreased, Their decrease did not affect the
totel assets, since the amount was reinvested in fixed assets. The 1946
value of other assets, however, was 156 percent sbove the 1942 value. The
greatest increasse in total assets came in 1945 and this resulted from the
construction of two new elevators. During the five-yeer period the percent-
ages of total sssets divided smong the three major groups of assets were as
follows: current assets 31.5 percent; fixed assets 37.9 percent; and other
assets 30.6 percent.

Lisbilities. The liabilities denote the obligations or indebted-
ness of the essociastion. Pending obligations are classified as current
liebilities, and are composed of two elements, accruals and reserves and
dividends and refunds. The eccruals and reserves do not constitute a major

liability since they averaged only 3.9 percent of the total assets.
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Dividends eand refunds, on the other hand, averaged 24.1 percent. The entire
value of dividends and refunds, as presented on the annual balance sheets,
does not represent & pending liability against the current assets. A lerge
portion of the dividends and refunds remains within the association. Theéy
are applied to the allocated reserve, stock subscription receiveables, and
current receivables, The emount retained from the dividend of each member
is applied to his respective indebtedness to the essociation whether in the
form of a stock subscription receivable or current receivsbles, In the case
of the allocated reserve, the amount is earmarked es a cepitel investment by
the individusl member. The remeinder constitutes a current lisbility end is
refunded to the members of the associetion. Other items which usuelly ep~-
peer under current lisbilities are accounts and notes peysble. Prior to the
close of the fiscel yeer these items are paid, resulting in their ebsence
from the belence sheets. The position of current liebilities is very favor-
able, everaging 26.6 percent of the total assets for the five-year period.

Fixed liebilities constitute the second group of lisbilities and
ere composed of mortgsges payable, The balance sheets for 1942, 1943, end
1944 do not list eny fixed lisbilities. In 1945, en operating loan of
$10,600 end & facility loan of $20,000 were made from the Wichita Bank for
Cooperatives. The principle of the loans was not reduced in 1945; however,
in 1946 a payment wes made. The operesting loan was reduced to §7,400 and the
facility loan to $10,600. In the period of one year the loans were reduced
to 58.8 percent of their original value. The opersting loan will be com=
pletely liquidated during the current yeer and the facility loan will be
paid in full by June of 1950.

Net Worth. Net worth represents the members' equity in the essets

of the association. It is composed of capital stock, allocated reserve, and
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surplus., The cepital stock sveraged 34.2 percent of the total sssets with a
high of 35.5 percent in 1945 end & low of 32.5 percent in 1943 (Table 2).
During the same period the value of capital stock increased 134.3 percent.
The greatest increase came in 1945 and 1946 ss a result of an effort made to
increase the sale of stock to aid in financing three new elevators,

An allocated resomghal been esteblished to provide additional
capital for growth end expansion. This reserve was created by the retention
of esrnings which would ordinarily heve been distributed to the members. The
amount retsined annually is credited to each member, respectively. The al-
located reserve averaged 12.6 percent of the totel essets with a high of 15.9
percent in 1946 and e low of 7.0 percent in 1943. No portion of the 1942
earnings was retained and as a result of the withdrawal of stock for deceased .
end inactive members the allocated reserve balance decreased in 1943. During
the following three years & part of the earnings was retained and the value
of the allocated reserve increased.

The generel surplus is the difference between the total assets and
the total liabilities plus the remeinder of the net worth. The surplus is
meintained primerily to protect the zssociation against unexpected financial
 emergencies, #s provided in the 1937 Oklahoma Cooperative Law, the associa-
tion is required to retein 10 percent of the annusl net earnings as general

2/
surplus, until the surplus equals 100 percent of the cepital stocks The co-

6/ The ellocated reserve is that portion of the association reserve
thet is earmarked for each respective member since it represents a retention
of a portion of the member's dividend. &n example of the unallocated reserve
is the general surplus reserve.

7/ Secretary of Stete, Corporstion Laws of Oklshoma, p. 68.
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operative has carried out this provision and its surplus account was 63.6
percent of the cepital stock at the close of 1946. During the five-year
period the surplus averaged 24.9 percent of the total assets with a high of
29.8 percent in 1942 and a low of 21.9 percent in 1945. 4s & result of the
manner in which surplus is determined, continued net sarnings by the associe-
tion will incresse the surplus ennually.

Dividends. One of the most important elements of any cooperestive
is the dividends or refunds returned to the stockholders. The source of pay-
ment of these dividends is from the net earnings realized during the fiscal
yeer., Ten percent of the met earnings is first deducted and credited to the
generel surplus eccount as stated above. The remainder is then aveilable for
the payment of stock and patronesge dividends, 4s prescribed in the by-laws,
the dividends on stock csmnot exceed 5 percent of the velue of the capital
stock. The remsinder or patronage dividends is divided among the members in
proporticn to the total velue of business done with the association during
the year. There is no separation on a departmentel basis with the exception
of cream where the dividend ia besed on the pounds of butterfat marketed by
each member.,

As previously stated a portion of the dividend is retained in the
associstion. This portion is applied on allocated reserve, stock subserip-
tion notes, snd current accounts and notes receivsbles (Tsble 3)., The re-
meinder is then returned to the stockholders. The total aividend, as
presented in Teble 3, differs from the dividend as given in the annuel balance
sheets. This resulted from minor adjustments which were made prior to the
actual peyment of the dividends. The retention of & portion of the dividends
for the allocated reserve provides & source of cepitel for future expansion.

The incressed emount retained in 1944 was to furnish additional capital to



Table 3. Division of Dividends of the Farmers Cooperative

Association, From 1942 Through 1946

: Total : #pplied on t Percentege of : Applied on : Percentage of
Year : Dividends : Allocated Reserve : Totsl Dividend : Stock Notes : Total Dividend
(Dollers) (Dollers) (Percent) (Dollars) (Percent)
1942 66,066.68 17,718.54 26.8 9,099.44 13.8
1943 76,817.47 18,088.79 23.5 9,040,55 11.8
1944 71,021.68 26,916.16 37.9 7,965,.11 1l.2
1945 81,314.02 14,692,79 18.1 15,666.18 19.3
1946 105,153,559 29,002,29 27.6 10,645.66 10.1
$ #dpplied on Accounts ] Percentagze of 3 Peid 3 Percentage of
Year : and Notes Receiveble  : Total Dividend : By Cash : Total Dividend
(Dollers) (Percent) (Dollars) (Percent)
1942 1,864.42 2.8 37,384.28 5646
1943 3,394.44 4.4 46,293.69 60.3
1944 1,946,01 2.7 34,194.40 48,2
1945 1,670,73 2,0 49,284.32 60.6
1946 2,313.44 2.2 63,192.20 60.1

SOURCE: Records of the Association,from 1942 through 1946,

e



aid in constructing two new elevators. The amount retained for stock sub=-
seription notes will depend upon the number of shares subseribed for during
the year, The greater emount reteined in 1945 and 1946 resulted from ex-
pension of stock sales to eid in financing new elevators. The policy of ap~
plying & member's dividend to his account or note aids in reducing these to
a minimum, The emount of the total dividend retained has been epproximately
I 40 to 45 percent during the five years and the remeinder has been returned
to the members in the form of cash. The dividends eid in stimulating member
business since they ere a measure of the advantage of doing business with the
cooperative as contrasted to marketing through private firms,
Annual Operations of the Association

Sales. The annusl velue of sales denotes the total income received
from the sale of commodities handled and the return on services rendered by
the essocistion. The total annual seles was the gross operating income with
two exceptions., In 1944 and 1946 a small sddition resulted from handling
charges and storasge earned on wheat for each year, respectively (Teble 4).
During the five-year period under study, the ssles have incressed annually.
Totzl sales plus additionel operating income in 1946 was 111 percent greater
than in 1942. Severel factors have contributed to this increase. The primary
factor was the increase in the genersl price structure. If volume had re-
mained comnstant, this factor alone would have resulted in en increase in the
value of seles., However, coupled with an increesed price for all commodities
was an increase in volume in most departments. The coal department was the
one exception, since it decreased over the five years. The minor position of
this department exerted very little influence upon the totel seles. The 1946
volume was not the greetest in ell departments for the five years; however, it

was substantially ebove the 1942 level.



Teble 4.

Combined Operating Stetements of the Farmers Cooperative Association,
From 1942 Through 1946

:+ Percentage : : Percentage : : Percentage

1942 of Sales 1943 of Sales 1944 : _of Sales

(Dollars) (Perecent) (Dollars) (Percent) (Dollears) (Percent)
Seles 1,193,767.95 100,0  2,171,986.17 100.0  2,496,443,94 100,0
Cost of Sales 1,084,316,57 90.8 2,037,136.,00 93.8 2,372,426.26 95.0
Gross Eernings 109.“1.58 9.2 134,8560,17 6.2 134,017068 5.0
Opersting Expenses 62,318,20 5.2 81,605,311 3.8 89,887.37 B.6
Net Operating Eernings 47,133.18 4,0 53,244.86 2.4 34,130,311 1.4
Other Income 38,020.,43 3.2 41,488,.42 1.9 53,087.02 2.1
Other Deductions 11,740.90 1.0 11,127.10 . 6,468.84 3
Net Earnings 73,412,71 6.2 83,606,18 3.8 80,748,49 3.2
Interest 4,873.10 ] 5,358.32 2 6,360.,08 3
Modified Net Earnings 68,539,611 B5.7 78,367.86 3.6 74,388,411 2.9

: Percentage : : Percentage : Five-Year : Percentage

1945 of Sales : 1946 of Sales 4verage of Sales

(Dellers) (Percent) (Dollers) (Percent) (Dollers) (Percent)
Sales 3,116,686,96 100,0 3,711,799.76 100.0 2,538,136,95 100.0
Cost of Sales 2,963,575.07 95.1 3,524,828,96 95.0 2,396,456,57 94.4
Gross Earnings 153,111.89 4,9 186,970.80 5.0 141,680.38 5.6
Operating Expenses 92,647,76 3.0 100,114.12 8.7 85,314.55 3.4
Net Operating Earnings 60,464.13 1.9 86,856.68 2.3 56,365.83 2.2
Other Income 37,104,55 1.2 38.868.51 1.0 41,715.75 1.6
Other Deductions 7,524.63 2 9,080.61 2 9,188.42 3
Net Barnings 90,044.05 2.9 116,644,38 3.1 88,891.16 3.5
Interest 10,096,70 o3 11,650,57 o3 7,643.75 .3
Modified Net Earmings ?9.9‘7035 2.6 104'995.81 2.8 81.347.41 3.8

SOURCE:

dnnual Audits of the Association, from 1942 through 1946.

9
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The proportion of the total sales sccounteble to each department
varied considerebly over the five-year period. The wheat depertment hes al-
ways been the major department of the aasooia:tion. The sales of the wheat
department were 55,7 percent of total sales in 1942; however, it had in-
creessed to 75.9 percent in 1946 (Table 5)., The opposite situation existed
in the cosl department. The seles in the other departments increased or re-
meined feirly constsnt; however, their percentage of t-otal sales decreased
relative to the increase in the wheat sales, The primary reason for this
situation mey be attributed to a relatively greater increase in the volume
of wheat sold and the price received for the wheat as compared to volume and
price of the commodities hendled in other departments.

Gross Earnings. Gross earnings are the difference between seles
and cost of sales end serve as the source for the psyment of operating ex-
penses, They, also, measure the margin or merk-up that the essociastion takes
on the various commodities. IManagement is constantly confronted with the
problem of maintaining e desirable mergin. It must be adeguate to cover the
operating costs; however, a high margin may discourage business end decresse
volume, Competition sids in determining the position of this point yet it is
& problem that must be considered by menagement to insure operating effi-
ciency. The &averasge margin for all commodities handled by the association
has decreased during the pest five years. In 1942 the operating earnings or
mergin was 9.2 percent of the total sales (Teble 4). By 1946 it had de-
creased to 5 percent. The primery reason for this decresse was the higher
percentege of total sales that war§ eccountable to the wheat depertment. The
aversge margin on wheat for the period was 3.9 percent. #As whealt sales have
. increased relative to total seles, it has resulted in a decrease in the

average margin for all commodities.



Teble 5. Relationship of Departmentsl Sales to Total Sales of the Farmers

Cooperative Associstion, From 1942 Through 1946

H Total H Wheat : Percentage of : Coal : Percentage of : Merchendise
Year Sales : Sales :__Total Sales Seles : _Total Seles : Sales
(Dollars) (Dollers) (Percent) (Dollars) (Percent) (Dollars)
1942 1,193,767.95 665,088.52 55.7 14,015.22 1.2 189,003,67
1943 2,171,986.17  1,268,414.51 5844 14,461,352 o7 404,319.94
1944 2,491,632,91  1,554,013.91 62,4 13,447,99 .5 417,902,45
1945 3,116,686.96  2,271,562.73 72.9 15,017.19 o5 321,171,55
1946 3,694,146,58  2,802,720.05 75.9 9,595,65 o3 378,148,83
: Percentege of ¢ Produce : Percentage of : “Petroleum : Percentage of
Year : Total Seles : Seles : Total Sales 3 Seles : Total Sales
(Percent) (Dollars) (Percent) (Dollers) (Percent)
1942 15.8 244,096,45 20,5 81,564.09 648
1943 18.6 372,837.,17 17.2 111,953,258 5.1
1944 16.8 383,760,57 15.4 122,507.99 4.9
1945 10.3 382,956,775 12.3 125,998,774 4.0
1946 10.2 360,677,153 9.8 145,004,.92 5.8
SOURCE: 4nnual Audits of the 4ssociastion from 1942 through 1946.



Operating Expenses. The operating expenses ere the expenses in-
curred by the firm during its nommel annual operstions. The relationship
existing between operating expenses and sales measures to some degree the
operating efficiency of the essocistion. During the five-year period opera-
ting expenses averaged 3.4 percent of the total sales with a high of 5.2
percent in 1942 and a low of 2,7 percent in 1946 (Teble 4). The value of
operating expenses has increesed during the period, However, the rate of
increase in seales hes been greater, resulting in the decrease in the per-
centege of operating expenses to total sales, In order to ascertain the in-
cresse in the operating expenses sn enelysis of the items constituting
operating expenses is necessary.

Salaries and weges composed the major operating expense item. For
the five-year period this item accounted for 64.31 percent of the total
operating expenses (Teble 6). 48 a result of the importent position held by
salaries and weges, they were the chief factor contributing to an increase
in total expenses over the five yesrs, s the general price level increased,
the necessity arose for increasing salaries snd wages. In 1946 they were 81
percent sbove the 1942 level.,

Other major items conatituting- operating expenses are texes, de-
precistion, and insurance. When expenses are divided into fixed and variable
elements, these three items are usually termed fixed costs. They are fixed
costs since they must be met regardless of whether the association is car-
rying on its normal functions. These items accounted for 16.41 percent of
the total operating expenses (Table 6). Depreciation increesed in 1946 as a
result of an addition to fixed assets from the construction of two new eleva=
tors in 1945, The remainder of the operating expenses are composed of sever=

a8l generel items. The most importsnt of these are lights end power, truck



Table 6.

Relationship of Individual Expense Items to Total
of the Farmers Cooperative Association, From 1942 Through 1946

Operating Expemse

s s 3 s Five-Year Average Percentage of
1342 - 245 H 144 i 1945 : . 4246 :
(Pollers) (Pereent)

Salaries and Wages 57,528,358 55,157 .46 59,585,85 58,160,01 67,120,585 55,026 .40 64,51
Truck Expense 2,535,985 5,921,965 4,027,851 4,565.62 1,156,537 5,196.63 5.74
°3,522.,25 2,755.77 2,756.18 2,463,.12 2,898,07 2,856,08 5.51

Telephone and Telegraph 888,95 885.45 887.95 928,90 1,048.00 887.85 1.04
Office Supplies 1,405.70 1,485,435 1,428,58 994,01 1,5635,45 1,575,083 1.61
Light and Power 2,771.21 35,549, .82 2,798,75 5,591.48 5,108,04 5,123.,45 5.65
Heat, Water, and Ice 444.47 549.73 755.11 712.24 761.59 644,23 o75
Leage and Rentals 88,0 80,00 170,00 254.00 126,00 159,60 «16
Texes 2,218,76 2,652,98 $,570,97 4,408,635 5,246 .55 5,615,57 4,25
Business Dues 221,56 210,50 205,00 255.00 240,50 222,11 28
Donations 58,50 241,82 266,00 204,00 297.00 213.46 5
298,89 466,05 716,74 581,15 599,18 492 .40 «58

Annual Meeting Expense 446,63 219,85 520,50 7.00 674.20 571.64 «45
Bond Expense 200,00 200,00 200,00 554,00 403,88 271.58 32
Audit Expense 275,00 325,00 325,00 325.00 525,00 315.00 37
Directors Fees 554.00 507 .00 546,00 446,00 540,00 358,60 42
Employee Life Insurance 126,12 149,92 1365.59 285,63 208,24 181,06 o2l
Interest Paid 88,93 0.0 0.0 943,50 807,89 614.40 o72
Tnsurance 2,602.77 5,220,354 5,684,99 5,958,27 5,428.19 5,578,91 .95
Depreeiation 6,221,435 6,655,96 6,976,156 6,817,95 8,544,355 7,042,76 8.25
General Expense 615,73 886,28 752,90 2,856,52 1,259,351 1,252.11 1,46

SOURCEs Annual Expense Ledgers of the Associstion, from 1942 through 1946,
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expense, repairs, office supplies, end telephone and telegreph. 4s a whole,
the majority of these are verisble costs. The percentege range of these
items to totel operating expenses is 0.16 to 3.74 percent.

Other Income snd Other Deductions. Other income denotes that por-

tion of income derived from returns on investments esnd finemeisl income., It
does not arise from the actusal operetion of the association &8 2 business
unit. The most importent element of other income is the returns on invest-
ments, These are usueally in the form of dividends on steck and patronage
refunds, &s steted previously, this sssocistion owns stock in severasl ter-
minal or central cooperatives. 4s a result of these investments, the locel
association sheres in the net earnings of these various cooperatives. The
items constituting finenciel income wvaried considerably over the five-yeer
period. The most importent of these are commission on sales tax, cash long,
gain on the sale of fixed assets, and interest eerned., These items do not
compose a mejor portion of the gross income of the associstion, The rela-
tionship between seles and other income has varied during the five years.
Other income averaged 1.6 percent of the totel sales with a high of 3.2 per-
cent in 1942 end a low of 1.0 percent in 1946 (Table 4).

The amount of other income received annuslly is dependent upon the
successful operation of the overhead organizations end the volume of business
transacted by the locel associstion with them. The patronage refund from the
Union Equity Cooperative Exchange of Enid to the Alva cooperstive in 1944 was
greater than the refund received during the other four years. This resulted
in the greater size of other income in 1944, The primary elements composing
other deductions asre federsl and stete income tax, federsl excess profits
tax, and verious minor finesncial elements. During the five-year period other

deductions have constituted only 0.3 percent of the total sales.
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Net Earnings. The net earnings ere an important element of any
business orgenization. They are even more important in & cooperative becesuse
they represent not only a measure of the success of operations for a fiscel
yeer but, also, represent the savings realized by the members by doing busi-
ness with the cooperative rather than a private firm, The value of net eern-
ings has increesed snnually for the five-year period, however, the percentage
it representis of the totel sales has decressed or remeined fsirly constant,
This has been caused primarily by en increased ratio of wheat ssles to total
sales., Wheat has & smaller margin then other commodities handled by the as~
socistion and the resuliing gross mergin is & lower percentage of the total
seles.

Interest. The snalysis of the operating statements hes been cer-
ried one step further in this study and e computstion hes Heen made Tor theo-
reticel interest. The capitel invested in any firm should be charged a pre-
vailing rate and represented as a cost for the use of the capital for a
specific purpose. In this study the net worth has been used as the basis end
divided into faeility, operating, and commodity capital. The current pre-
vailing rates of the Wichita Bank for Cooperatives were epplied to these
various types of capital and the interest wes computeds The smount of in-
terest increased substantielly in 1945 as & result of & rapid increase in the
capital invested in the firm (Teble 4). The net worth incressed with addi-
tionel ssles of capitel stock. The corresponding incresse in assets was
primerily en increasse in fixed assets with the comstruetion of two elevators.
The finsl earnings of the associestion have been termed modified net earnings
and represent the smount remailning efter interest has been deducted from net

earnings.



Departmentel Operation of the Association

kheet Department. The importence of wheat production in the area

served by the associetion was the reason for the organization of this co~
operative, Since the association was first organized this depertment has
been the largest and most important. Other departments have been added as
demand necessitated, however, they have been secondary to wheat marketing.
As stated in the section on growth of the association, facilities have been
expanded from & single frame elevator in Alva to include wheat fscilities at
five other locations: Ashley, Avard, Cepron, Hopeton, and Noel. To insure
even greater ebility to handle =adequately the wheat of members, desirable
sales outlets have been esteblished. The majority of the wheat purchased by
the associetion is sold to four fimms, Union Equity Cooperative Exchange and
General Mills st knid snd the Alva Roller Mills and Alve Public Terminal at
#Alva., The adventage of marketing cooperatively has prompted the association
to harket a greater volume with the Union Equity than with the other firms.
During the harvest season a lerge volume is stored and subsequently sold to
Genersl Mills end the Alve Public Terminal. The Alva Roller Mills purchssed
wheat from the essocistion primerily during periods of low inventery in their
own elevators to insure continuous operation of the locel mill. The car
shortsge during the past few years has incressed the volums sold to the Alva
Roller Mills and the Alva Public Terminal. Chrs could be transferred in the
yerds et Alva and be availsble for use again in a short period of time. 4s a
result of continuous patronage of these four firms, the cooperative is as-
sured of an outlet for &ll wheat purchased at eny time throughout the entire
year.

The problem of wheat storege has become a great deal more important

during the pest few years. A pronounced trend on the part of producers to
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teke sdventesgs of elevator storsge is apparent. The risk invelved in home
storage has cousad 1t to become less populsr. This risk is preetically
eliminsted in elsvetor storage if the elevstors aore proporly copstructed and
operatead., The low storsze rstes znd convenience of clovator storsge heave
also influenced this trend. The prevalling rate for the local sssociation
Por the past Tive yeers has been one snd one-fourth cents per bushel monthly
with & maximum total of eight &nd one-half cents. This assocliation differs
from some cooperstives in thet regerdless of where a producer's whect is
stored, he ineurs no greater cost than if the wheeat wers stored in the local
elevator., The matter of differentials in freight ond other charges on ship=-
ped storage grain does not penalize the individual but is sbsorbed by the as-
socisbtion. |

The shift from home storsge to elevator storoge bas necsssitated
the sddition of more facilities snd inereassed the need for srrangements to
ship overflow 10 regional or other terminsls. Revolutionary changes in the
method of hervesting meke it diffieult fto determine what constitutes adequate
local fecilities &t the present time. The shortage of reilrosd cars has in-
creesed the difficuliy, slse, in determining the most desirsble local storage
egpacity, This is definitely one of the mejor problems Tucing mensgement ab
the present end it is difficulf to predict the aveilability of cuars cnd the
harvesting methods thet will be employed in the fubure. 4 great desl of wheat
hes been turned eway from the stations of the association during the psst few
years becsuse Tacilities were not adeguate to handle the wheat. This resulted
from the accelerated rate that wheat is being harvesited on the farms in this
area and the inedeguate number of ¢ars aveileble for moving the whest from
the local elevstors to terminsl fscilities. IHanagement must provide adequate

facilities, however, becouse of the inability to foresse the future chenges in
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whesat marketing, cere must be teken not %o construet excess facilities, Such
e move would prove more detrimental to the sssociation than the inebility to
handle &1l wheat offercd for storasge st the pressnt tims.

The volume of wheat sold by the assoclstion ineresased annuaily
during the five-year period (Teble 7). The volume sold in 1946 wes 145 per=
sent greater than the 1948 volume. This resulied from an inersase in
production and en inereess in membership. Although the market arss of the
associstion doss not include iho entirety of ¥oods County and a peortion of
wheet produced in Alfalfs Uounty is merketed at Ashley, production data for
Woods County indicste Therse has been an inercase in acres harvested ssch year
since 1942. ‘ihe resu;ting bushels produced have incressed over the period
with & low of 1,560,000 bushels in 1943 and s high of 3,728,000 bushels in
1646, &8 a result of the increased production the velume eavailable for sale
increased and the volume hendled by the sssocistion increaéed. Gouprled with
inereesed production hes bsen & rapid inerease in membership. The 1946 mem-
bership wes 1135 percent greater then the membership in 1942. 4s a result
primarily of these two factors the volume handled by the essoeiation in-~
creased during the five~year period,

The seesonsl volume was svaileble only for the wheat purchassd.
Information on wheat sales could not be cbtained since the final settlemont
on wheat sales was not wmade in many ceses for severel months after vhe sale
was confirmed. &% the time the sale is made the sssociation drews a draft
on the buyer for the anproximete smount end asfter the destination,>weight,
gnd grade are detemined the Tinal settlowment is mede e&s time peraits. The
seasonal volume of wheab purchases, hawever, reschss a pesak in June snd July
during the hervesting sceson (Figure 3). Two other minor peaks come in

Jenuary snd Sepiember. The increased purchases in Januery result from
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Table 7. Operating Statement of the Wheat of the Farmers
Cooperative Association, From 1942 Through 1946
Volume : Price Per @ Cost of s Cost per H Gross Farnings Per Storage Operating
Xear Sold Sales _ :  Bushel _ Sales H Bushel H Earnings _Bughel =~ : Handling Charges : ~ FExpenges ..
(Bushels) (Dollars) (Dollars) (Dollars) (Dollars) (Dollars) (Dollars) (Dollars) (Dollars)
1942 647,715 665,088,52 1,027 622,459,58 +961 42,628,94 ,065 22,417 .43
1943 828,526 1,268,414,51 1,531 1,231,757.89 1,486 56,676,62 043 22,157,65
1944 974,653 1,554,015,91 1,594 1,554,265,76 1,574 19,748,158 +020 4,811,083 24,285,17
1945 1,487,789 2,271,562,75 1,547 2,223,186,.41 1,514 48,376,32 +0335 50,434,26
1946 1,587,807 2,802,720,05 1,765 2,749,752.12 1,732 52,967,935 +033 17,653,18 35,011,71
Expenses Per 2 Net Operating Earnings Per Other Other Net Modified Net

Iear Bushel $ Earnings —Bughel Income 3  Deductiops ¢  Farpipgg 3 Interest Eernings

(Dollars) (Dollars) (Dollars) (Dollars) (Dollars) (Dollars) (Dollars) (Dollars)
1942 +034 20,211,51 031 30,904,25 4,662,97 46,452.79 5,352.75 43,100,04
1943 .026 14,518,97 017 31,596,76 2,986,31 43,129,.42 3,218,19 59,911,.23
1944 0249 274,01 .0003 58,412,10 1,075.65 37,610,46 5,665,06 35,945,40
1945 ,021 17,942,06 012 25,870,10 2,279,10 41,535,06 6,998,85 54,554,21
1946 021 37,609.40 024 28,456,95 2,802,.84 63,243,51 9,065 ,92 54,179.59

SOURCE: Anmnual Audits of the Association, from 1942 through 1946,
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Figure 3, Average Seasonal Variation of Wheat Purchases for the ‘
Farmers Cooperative Association, From 1942 Through 1946
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SOURCE: Table 16, page 96,
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restricted sales by femers during the latter part of the previous year in ea
effort to reduce income texes to & minimum. The September pesk results from
the sele of wheat by fermers to replenish operating funds. The practice of
equalizing deily sales with purcheses to minimize possible loss from price
fluctuetions should result in a seasonel veriation of wheat sales for the
associetion in conformity with the seasonal varistion of purchases.

The increase in value of sales and cost of sales was greater than
the proportional increase in volume (Tsble 7). This resulted from an in-
crease in the price of wheat over the five-year period. The aversge price
paid by the association was $1.45 per bushel as compared to the average Okla-
homa farmer price of $1.37 for the same period., The gross eernings reelized
by the cooperative decreased with a low of two cents per bushel in 1944
(Table 7). However, even though the margin at the local level was very small
during this yesr the dividend returned by the terminel orgenization was much
greater.

The government loan progrem on wheat resulted in a greet desl of
difficulty in enelyzing wheat sales, and the resulting gross earnings. In-
come did not follow the actual sales of the wheast end on severel occasions
the final settlement was not mede on & portion of the wheat until the
following yeer.

The operating expenses have increased in dollar value, however, the
expense per unit of wheat sold has decressed, This indicetes that as volume
increeses the unit expense decresses and serves to measure the operating ef-
ficiency of the department. The other income is composed primarily of the
dividend received from the Union Equity Cooperstive Exchenge. The interest
on the capital invested in the department increased in 1945 with an sdditional

increase in 1946 and was accountable to the construction of three new
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elevators. The modified net earnings indicate thet the wheat department hes
carried on profitable operations during the five-year period. The low earn-
ings in 1944 may be sccountable to the low margin the association received.

As a whole, however, this department has contributed = great deal to the suc=
cessful operation of the association during the five~year period under study.

Coal Department. Although the coal depertment was one of the

original depeartments of the assoeciation, it now maintains a reletive unim-
portant position. For meny years coel and wood constituted the major sources
of fuel in Woods County. The establishment of a natural gas system in Alva
was the first factor that caused a declin§ in coal consumption, At the
present a second fector, the extensive use of propane and butane in the rural
aress, has caused a further decline. These two competing fuels hawve proven

to be more convenient and economical than coal, The decreased consumption of
coal has resulted in e decreased volume of sales for the cooperative, however,
the continued use of coal by machine shops and some members of the association
has prompted the continuation of the coal department.

The majority of the coel handled by the cooperative is purchased
from three fimms, Mcdlsster Fuel Company, Sinclair Coal Compeny, end Jackson,
Hunter, end Gould. The coal is purchased in carloed lots for delivery at
Alve, éshley, end Hopeton. The small volume of coel now being handled at
4shley may result in the mensgement's discontinuing carload delivery st this
station. If this decision is meade, coal will be delivered by truck from Alva,
thereby decreasing the inventory maintained at Ashley.

The volume of coal has decreased during the past five years. The
coal sold in 1946 was 54 percent of the 1942 volume and 53 percent of the vol-
ume sold in 1943 (Tsble 8). As stated previcusly, this decrease has resulted

from the substitution of other fuels. The seassonal veriation of coal volume
indicetes that a majority of the coel is used for heating purposes since the
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Table 8. Operating Statement for the Cosl Department of the Farmers
Cooperative Association; From 1942 Through 1946

Volume Price Per Cost of Cost Por Gross +  Gross Earnings : Dperating

Year —Sold _Sales Ion Sales Ton —Earnings i PerTon 2 Expensec
(Tons) (Dollars) (Dollars) (Dollars) (Dollars) (Dollars) ' (Dollars) (Dollers)
1942 1,785,21 14,015,22 7.85 10,843,35 6,07 5,171,87 1,78 1,429,64
1943 1,812,18 14,461,32 7.98 12,067,27 6,66 2,594,05 1,32 1,541,16
1944 1,545,25 15,447,99 8.71 11,528,12 7.47 1,919,87 1,24 1,761 04
1945 1,628,00 15,017.19 9,22 12,484,58 7.67 2,552 ,61 1,56 1,832 25
1946 961,46 9,595,.65 9,98 7,756,80 8407 1,838,.85 1,91 1,852 22

-
¢t Expense Per : Net Net Earnings Other Other Net H H Modified Net

Tear 3 Ion H Earnings Per Ton Income _ :  Deductions _Earnings : Interest H Earnings
(Dollars) (Dollars) (Dollars) (Dollars) (Dollars) (Dollars) (Dollars) (Dollars)
1942 «80 1,742,253 .98 55,48 541,38 1,456,33 45,53 1,410,.80
1943 1 485 852,89 A7 58,01 221,21 689.69 62,47 627,22
1944 1.14 158,85 .10 60,87 126,55 93.15 58,98 34,17
1945 1.13 700,36 43 80,19 147,04 633.51 65,65 567,86
1946 1,93 ~15,57 - J0l 58.86 90.42 ~64,95 48.48 ~113.41

SOURCE: Annual Audits of the Association, from 1942 through 1946,
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peak of coel seles is during the winter months (Figure 4). The variation be=-

tween purchases and ssles results from the ability to maintain an inventory
since coal can be stored for long periods of time, With the increased avail-
gbility of propane and butene since the close of the war and the continued
instellation of systems for their use on the farms of Woods County, 2 more
drestic curtailment of coal consumption can be anticipated.

In analyzing the operations of the coel department a definite re-
lationship between velume end eernings becomes spparent. As volume heas de-
ereased the net earnings have decreassed, In 1946 when the price and gross
sernings on coal were the highest for the five-year period, the firm incurred
e net loss in the coal department (Tsble 8). Operating expenses increased
over the five years as a result of the rise in the general price structure.
Saelaries, which compose 36 percent of the opersting expenses, increased an-
nually. The future of the coal department depends primarily upon the main-
tenence of a steble volume. If the volume continues to decrease it may be
edvisable to discontinue the coel depertment in the future.

Merchandise Department. The merchandise deperiment was one of the
original depertments of the essocistion., The seasonsl aspect of wheat mar-
keting prompted the addition of merchendise as & sideline department to in-
sure sufficient earnings for continual operation of the cooperative. The
department has proved to be & successful sideline business end has grown as
the association expanded. In the summer of 1947 the association was
operating merchendise fecilities at Alva, Ashley, 4vard, Capron, and Hopeton.
The primery commodities handled by this department are feed, seed, and farm
supplies. 4s the demand for verious farm supplies became epparent the in-

ventory was expanded end additionel products were made aveilsble for sale.
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Figure 4, Average Seasonal Varigtion of Coal Sales and Purchases for
the Farmers Cooperative Association, From 1942 Through 1246

e (o8l Purchases

- e an = Coal Sales
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SOURCE: Table 17, page 96.
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The sources of purchese of merchandise items very more than they
do in other departments., This results from the greater variety of products
handled by this department. The local Alva Roller mills serves as the source
of mill feeds, chiefly bran, shorts, and flour. 4 large portion of the whole
greins is purchesed through the Union Equity Cooperative Exchange at Enid and
is delivered by trucks from that associstion or in carload lots, Two other
important sources are the Merit Feed Mills end Producers Cooperative 0il Mill
st Oklshoma City. The former delivers vesrious concentrates and feed products
end the latter is the chief source for the purchese of cottonseed meal and
cake, Transient truckers snd locel farmers also provide an important source
of purchese of merchandise items., Local farmers who have en excess of pro-
duction of various greins end hey usually find a sales outlet for these
through the merchandise department of their own associstion., Transient
truckers have been en importent source of purchase for verious small grains,
seed, and alfelfe end prairie hay. 4s the department has expanded a greater
effort has been made to purchase in carload lots when the demand insured a
rapid turnover of the commodity. Salesmen from various companies meke
regular visits to the local essociation end fill orders as required. During
the pest few years, as the Consumers Cooperative éssociation of North Kansas
City has expended the list of farm supplies aveailasble for sale, the local
assoclstion hes inereessed their purchases from this coopaerative,

The sssocistion hes practiced a system of centrelized purchasing
for the department. The department head, after conferring with the manager,
purcheses all commodities which are availsble for sesle in the department. Aas
stated previously, fecilities are available at 4lva, #shley, Cepron, Hopeton,
and Averd for the ssle of merchandise commodities. Except in remote cases,

delivery is made at Alve and trucks from the local association transport the
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commodities to the other stations. &Small bins have been constructed in the
warehouses &t each station for bulk grains, and space is available for the

displey of other feeds, seeds, and farm supplies. The inventory maintained
at the stetions is smaller then that existing et the central depertment in

Alve,

An importent function of the department has been the preparstion
of poultry mash., The firm previcusly handled verious commercisl feeds, how=-
ever, for a number of years the local association has mixed their own mash
et a reduced cost to the members. Custom grinding hass, also, been an im=
portant function of this department. At a nominel fee the pstrons cen have
farm-produced grains ground at the werehouse in Alva; however, this service
is not svailsble at the other stations of the cooperative,

The volume of the merchandise department cennot be measured in
physicel units because of the multiplicity of units involved in the com=-
modities handled., 4s a result, the most logical measure of volume is total
sales. Seversl factors maey have attributed to the veriations in the total
sales of this department (Tsble 9). Feed sales represent the major portion
of the total sales. Varistions in the volume of feed sold is dependent upon
the number of livestock and chickens on the farms of Woods County. The total
number increased from 1942 $o0 1943 &s & result of the increased emphasis
pleced on livestock and poultry products to aid in the war effort. This in-
ereese may have influenced the increased seles of the merchandise depariment,
During the same period, the price for feeds incressed and the membership of
the associztion expended. The volume reached a pesk in 1944, however, it de-
clined in 1945 (Table 9). This decrease resulted from a curtailment of live-
stock and poultry production. Also, the increase in feed prices during 1945

influenced volume. The number of livestock and poultry continued to decline



Table 9. Operating Statement of the Merchandise Department of the Farmers
Cooperative Association, From 1942 Through 1946

H Cost of t Gross g Gross Earnings 3 Operating 2 Operating Fxpenses
Jgap 3 Sales Sales H Earnipgas = : FPercentege of Cogh of Sales 3 Expenges i
(Dollars) (Dollers) (Dollers) (Percent) (Dollars) (Pereent)
1942 189,005,867 164,685,00 24,520,.67 14,77 14,461,.69 59.46
1943 404,319,94 366,547,058 57,972,89 10,37 19,079.08 50,24
1944 419,902.45 379,194.41 38,708,04 _ 10,22 22,115,.94 57.15
1945 521,171,556 292,333,50 28,838,05 9,86 20,798,053 72,12
1946 578,148,853 542,827.36 55,321.47 10,30 21,865.96 61,91
) ; Net Operating ¢ m : Other » Net ; : Modified Net

(Dollars) (Dollars) (Dollars) (Dollars) (Dollars) (Dollars)
1942 9,858,98 5,962,82 2,594,91 11,226,89 471,54 10,755.35
1943 18,895.81 5,702,88 5,146,935 19,449,76 674.88 18,774.88
1944 16,954.10 5,076.61 2,150,986 19,539,85 855,66 18,686,19
1945 8,040,02 5,653.89 1,526,38 10,167,535 1,125,10 9,044,453
1946 15,455,51 5,512,46 1,928,08 15,039.89 910.27 14,129.62

SOURCE: Annual Audits of the Association, from 1942 through 1946,
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in 1946, however, the rapid inereese in prices after price control was dis-
continued aided in inereasing the value of total seles in 1946. The avail-
ability of various other farm supplies for whiech there was an effective de~
mand wes another fector which sccounted for the incressed velue of totsal
sales,

The sesasonal veriations in volume show a pesk in June with the
second high period in December (Figure 5). The rise in volume of sales
during the first helf of the year may be sccounteble to increased seles of
poultry feeds as the poultry on the farms increased during this period., Ine
adequate supplies of feed for livestock purchased the previous year may re=-
sult in further purchases during this period. Concentrates to supplement
grass pesture for deiry herds, higher price of feeds resulting from decresased
supplies prior to the harvesting of the new crops, and ean increased volume of
seed sold for spring crops are other factors which mey have attributed to this
peek period. The volume decreeses sbruptly after the new crop is harvested
and feed is available from the farm productibn. Creem and egg production de-
clines during the summer months and the needs for mesh and concentrates are
not as great. During the fell months the volume rises as feed is purchased
for winter feeding. The sbrupt rise in December probably results from exces—
sive purchases by farmers to decreese their gross income for tex purposes.

The gross earnings when expressed as a percentage of cost were the
greatest in 1942 (Teble 9). During the other four years they remeined fairly
constant; everaging approximately 10 percent. It is the custom of the as=-
sociation to use a 12 percent mergin for analyzing monthly operating effi-
ciency of this department. 4t the close of the year when the physiecsl inven-
tory is teken, the correct average margin for the yeer is computed. From the

ebove averages for the past four years it is apperent that greater accurecy
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Figure 5, Average Seasonal Variation of Merchandise Sales and Purchases
for the Farmers Cooperative Association, From 1942 Through 1946
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SOURCE: Table 18, page 97.
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would be attained if a 10 percent rather than & 12 percent mergin were used
for monthly computetions. The operating expenses of the depertment heve in=-
ereased as the general price level has risen., Salaries over the five~year
period account for 57 percent of the totel operating expenses. The associa-
tion has incressed salaries as the general cost of living has increased,

The high in 1944 for operating expenses resulted from the sllocation of a
greeter percentage of the administrative expenses to this department, be-
cause their gross esrnings were greater than those in other depariments.

The net earnings of the depertment have conformed to the general patiern of
the totsl seles. Earnings were grester in proportion in 1942 es a result of
a grester margin and lower operating expenses. During the five-year period,
volume has influenced the modified net esrnings of the associetion and in-
dicates that increased volume should be a definite gosl of the merchandise
department.

Produce Depertment. The produce department hes proved to be & very
successful addition to the association, 4Although the entire market area of
the association is predominetely a wheat production aree, & majority of the
members produce dairy and poultry products for home consumption end the sur-
plus is marketed through the associstion produce stations at Alve and Avard.
The production of these products inereased substantially during the war as a
result of an effort on the part of the fammers to provide these vitally
needed commodities to aid in the wer effort. With en inereased production on
the farms the volume marketed with the association has increased.

Additional success of the produce station masy be secounted to the
fact that an endeavor has been made to provide desirable outlets for the sale
of the produce commodities handled by the associetion. Since severing con=-

nections with Armour and Company, the association has marketed the cream
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through the Enid Cooperative Creesmery Association, Twice each week a truck
from the local association colleets the creem purchased at the produce sta-
tion at Alva end Averd and delivera it to the creamery in Enid. The dividend
received by the essociation from the creamery has created an added incentive
for increased cream production by the members of the Alva associstion.
During the past few months the Enid creamery has provided e merket for a
large portion of the eggs purchased at the Alva cooperative. The remainder
of the eggs are marketed through Wilson snd Compeny and Armour and Company.
The chief outlet for the sale of poultry is Armour and Company. Armour
trucks collect the poultry at various intervals from the produce station and
finel settlement is mede with the association at the time of collection.
Hides constitute a very small part of the total volume of the produce
station and are sold locally.

The volume of purchases of the produce station is influenced by the
production practices existing on the ferms of the members of the association,
As steted previously, the volume of these commodities incressed during the
war &s & result of the increesed production by fermers in response to war-
time production gosls (Table 10). During the wer the high prices for all
dairy and poultry products plus subsidies served as a further incentive for
increased production. After the close of the war the volume handled by the
essociation decreased. The actual cause of this decresse cannot be at-
tributed to any one factor. The price of dairy and poultry products, with
the exception of eggs increased in 1946, however, the volume handl;ad by the
associastion decreased. One fasctor which may heve contributed to this de-
cresse was a tendency for the farmers to antieipate & greater return from
wheat production with the prevailing high price for wheat., Land which had

formerly been used for production of feed crops was reverted to wheat



Table 10. Comparative Statement for the Individual Commodities of the Produce Department

of the Farmers Cooperative Association, From 1942 Through 1946

60

] g ] Price ] Cost : Cost Gross Earnings Gross Earnings
(Units) (Dollars) (Cents) (Dollars) (Cents) (Dollars) (Cents) (Percent)
Butterfat: (Pounds)
1942 304,454 156,851,65 44,95 118,597.27 58.95 18,254,358 6.00 15,40
1943 328,922 185,906.66 56,52 161,763,.25 49.18 24,145 .41 7.34 14,92
1944 519,646 178,846 .57 55.95 159,705.25 49,96 19,143,12 5.99 11.99
1945 335,580 192,222 .40 57.51 165,780,92 48,83 28,441 .48 8.48 17,37
1946 275,096 189,405,28 68.85 157,567,038 57.28 51,858,25 11,57 20,20
Poultry: (Pounds)
1942 170,676 33,447.12 19,60 30,984,81 18,15 2,462 .31 1.45 7.99
1943 232,701 55,255.58 25,74 51,602,07 22.18 5,635,.51 1,58 7.03
1944 239,666 56,729,19 23.67 51,808,835 21.62 4,920,386 2.05 9.48
1945 200,468 46,203,75 23.05 42,464,70 21.18 5,739,058 1.87 8.83
1946 190,532 47,469,87 24,92 42,935,80 22.54 4,534,07 2.38 10,56
Eggs: (Dozen)
1942 257,339 75,060,01 28,39 69,015.27 26,82 4,044,74 1.57 5.85
1943 572,127 130,914 ,84 55.18 124,526,75 5,46 6,588,09 1.72 5.14
1944 476,431 147,310,359 50,92 137,825,534 28.95 9,487,05 1.99 6,88
1945 415,410 143,767.28 54.61 131,450.19 31.64 12,517.09 2.97 9.39
1948 372,700 123,120.94 53,03 114,891,50 30.83 8,229 .44 2.20 7.14
Hides: (Pounds)
1942 6,585 757.67 11.20 619,77 9.41 117,90 1,79 19,02
1943 7,132 780,09 10,94 629.51 8.83 150,58 2.11 25.89
1944 7,825 874,62 11.18 779.64 9,96 94,98 1.22 12,25
1945 6,724 743.32 11.06 635,30 9.45 108,02 1.61 17.04
1946 6,066 681,04 11.23 585,98 9,66 95.08 1.57 16,25

SOURCE: Annual Audits of the Assoelation, from 1942 through 1946.
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production. The price of livestock and the cost of feed may have been fac-
tors which exerted sn influence upon the production of dairy end poultry
products., Since both of these were high, the tendencies to dispose of dairy
cattle and to maintain smeller poultry flocks were probsble. 4As production
practices are altered on the farms, a corresponding change in volume can be
expected in the commodities handled by the produce department.

4An enalysis of the sessonal variations of volume for the commodi-
ties hendled by the produce stetion indicetes a rapid turnover of these com=-
modities. This, of course, cen be atiributed to the high degree of perish-
ability of these products. The deviation in the lines representing sasles and
purchases for creem results from the fact that final settlement is not made
at the time of delivery but is forwarded to the locsl association at a future
date (Figure 6). The seasonal variation of these commodities is correlated
with the production practices employed on the fsrms of members. During the
gpring months egg production is high and the sele of poultry is st a minimum
until those hatehed in the spring ere ready for market (Figure 7). 4s egg
production decreases during the summer months, the volume of pouliry marketed
inereases eand reaches = peak during the fall months when egg production is et
a minimum. In the case of cream, the availebility of wheat pasture during the
winter end excellent grass pasture in the spring results in a maximum volume
of creem production during the spring months, Idle farm lebor is another face
tor which stimuletes creem preoduction during the winter amd spring. During
the summer months when pasture is at a minimum and farm lebor is diverted to
wheat production, the volume of cream decreases., The variance in volume of
hides corresponds to the periods of maximum farm butchering. &s indicated
in Figure 6 end 7, the production practices are reflected in the seasonal

variations in volume of these four commodities haendled by the association.
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Figure 6., Average Seasonal Variation of Sales and Purchases for
Cream and Hides for the Farmers Cooperative Association,
From 1942 Through 1946
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Figure 7, Average Seasonal Variation of Sales and Purchases for Eggs
and Poultry for the Farmers Cooperative Association,
From 1942 Through 1946
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An enalysis of the operations of the produce department shows a de-
erecse in the total departmental seles for 1945 and 1946 below the 1944 peak
(Teble 11). This decrease resulted from the reduction in the volume market-
eds During the same period, however, the gross eernings have increased,
Severel factors may have contributed to this increese, It is evident that
volume has not meterially affected gross esrnings. fme prices of these com=
modities increesed in 1945 and 1946 and the rising prices may have caused a
greater disparity between cost and sales prices; widening the margin realized
by the association. The cost price or the price paid for the produce pur-
chased from the fermers conformed to the five-year average Oklshoma farmer
prices. The average price for butterfat was 48,84 cents per pound as com-
pared to an average Oklahoma farmer price of 48.4 cents. During the seme
period the aversge price of eggs and poultry was 30,34 cents per dozen and
21.13 cents per pound. The Oklshoms fermer price for the same two commodi-
ties was 32.7 cents per dozen and 21.2 cents per pound.

Operating expenses reached a pesk in 1944, however, even with an
increase in the general price level they decreased in 1945 end 1946 (Teble
11), The sslaries composed the major element of operating expenses., &s
volume increased the need for additional personnel arose and the amount paid
as salaries in the department increased. This additional personnel wes com=-
posed of extra lsbor paid on an hourly besis with wvery little change in the
permanent personnel. &s & result of the increesed gross mergins in 1945 and
1946 and a decrease in the operating expenses, the net earnings increesed.
Other income is composed primarily of dividends on the stock investment in
the Enid Cooperative Cresmery Association. After income tex, which was the
primary element of other deductions, and interest were deducted, the re-

sulting modified net earning shows e very favorable position for the produce



Table 1ll.

Opereting Statement of the Produce Department of the Farmers
Cooperative 4ssocistion, From 1942 Through 1946

: 1942 1943 : 1944 1945 1946
(Dollars)

Seles 244,096.45 572,837.17  383,760.57 582,936,75 360,677,153
Cost of Sales 219,217.12 338,521.58  350,115.06 338,331,11 15,980,351
Gross Earnings 24,879.33 34,315,59 33,645,51 44,605, 64 44,692,82
Opereting Expenses 12,076,29 18,014.28 19,586.92 18,965,61 17,681,93
Net Operating Earnings 12,803,04 16,301,31 14,058,59 25,640.03 27,014,89
Other Incoms 275,89 620.36 440,40 813.96 405.56
Other Deductions 2,617.27 2,875,71 1,771.66 2,132,07 2,441.18
Net Earnings 10,461.66 14,045,96 12,787,533 24,321,92 24,979.27
Interest 377,44 488,94 690,59 790.99 527,38
Modified Net Eernings 10,084.22 13,557.02 12,036,74 23,530,935 24,451,89

SOURCE:

Annual Audits of the Associestion, 1942 through 1946.

<9
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depertment. It is interesting to note, however, that in 1944 when total
sales were the greatest the earnings were low., This resulted from the
smaller mergin realized by the association and the greater operating
expenses.

Petroleun Depertment, Wheet production is charscterized by a high
degree of mechanization, and a stable source of fuel =nd other petroleum
products is necessary for the successful operation of farm mechinery, The
association met the dmnd of its members by the addition of a petroleum de-
pertment. From the outset the depariment has proved to be a wise investment
end has received the support snd patronagze of the members of the cooperative.
Although two petroleum stations are now in operation, rural delivery has been
primerily responsible for the volume attezined. Three trucks at Alve and two
trucks et Ceapron deliver petroleum products to the farms of patrons. At the
stations the cooperative mainteins complete facilities for servicing the
cars of patrons end complete lines of tires, tubes, end various parts and
gccessories are availasble for ssle,

The primery source of purchsse of petroleum products is the Con-
sumers Cooperative Associstion state cffice et Enid. Transports from this
cooperative deliver gascline, kerosene, oil, and grease to the stations at
Alva and Cepron. Bulk tenk fscilities are owned by the Alve associction at
both points to insure sdequate storage space end a stable inventory. The
same organizetion also serves as the source of purchese of tires, tubes, and
various other "Coop"™ brend products which ere available for sale at the
stations, Vearious sccessories which cannot be purchased through this cooperes=
tive are purchased from sutomobile supply wholeselers and locally.

As steted previously, the present facilities at Alve are inedequate,

pending the completion of the new station now under cmﬁmction. The new
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station, however, will be able to serve more adequetely the needs of its
patrons, In the past only one grease rack and one room for washing cers were
availsble, The new stetion will have two of each. Additional pumps will be
instelled end the construction design insures & greater availebility of

space for sll facilities of the station.

The volume of the varlous commodities has varied during the five-
year period. The lower volume in 1942 may be accounteble to the existence of
only one station until October of that year when the firm ascquired the Capron
station (Teble 12), Gasoline and tire rationing during the first four years
exerted an influence upon volume. This is evident from the ineressed volume
in gesoline end merchendise in 1946. The principal items constituting
merchendise ere tires end tubes. After the war when tire rationing was dis-
continued and tires became availsble the totel wvalue of merchandise sales
increased immediately. The seesonal veriaetion of these commodities indica-
tes & greater disparity between sesles and purchasses than was true in the
wheat and produce departments. This results from an effort to maintein a
steble and adequate inventory. The monthly volume of sales conformed to the
period of meximum use of ferm machinery (Figures 8, 9, emd 10)., During June
and July when the wheat crop is hervested and the land is prepared for
planting the new crop, volume increases, ’ The volume decresses in August as
farm activity declines, however, it incresses in September as the need for
petroleum products agein rises with the planting of the new crop. The pesk
in October for kerosene sales results from the use of this product for
domestic fusl for heating rural homes during the winter season (Figure 8).

The volume of departmental sales has incressed snnually during the
five years (Teble 13). The 1946 sales were 75 percent greeter than the seles

in 1942, The increase in sales resulted primarily from an incresse in volume
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Table 12, Comparative Statement for the Individual Commodities of the Petroleum Department
of the Farmers Cooperative Association, From 1942 Through 1946

: : ) Pric 2 Cost 2 Cost : Gross t Earnings @ Gross Earnings
(Units) (Dollars) (Cents) (Dollars) (Cents) (Dollars) (Cents) (Percent)
Gasoline: (Gallons)
1942 498,797 58,620,55 11,75 51,486.80 10.52 7,133,75 1,43 13,86
11943 586,090 75,541.71 12,89 62,909,14 10,73 12,632 .57 2.16 20,08
1944 668,292 84,972.79 12.71 69,518,10 10,40 15,454,69 2.51 22,23
1945 658,930 86,602.94 15.14 70,839,68 10.76 15,765 .26 2.39 22,25
1946 695,208 96,060,58 15.82 76,092 ,95 10,95 19,967,653 2.87 26,24
Kerosene: (Gallons) _
1942 93,872 6,550,55 6,98 4,766.42 5.08 1,784,13 1.90 37.43
1943 138,395 9,684,.91 7.00 7,076.16 5.11 2,608,75 1.89 56,87
1944 156,185 10,960,93 7.02 7,996,.25 5.12 2,964,68 1.90 37,08
1945 151,722 10,624.46 7.00 7,613.19 5.02 5,011,27 - 1,98 59,55
1946 132,213 10,659,86 8,06 7,569,22 5,57 3,290,.64 2.49 44,65
0il: (Quarts)
1942 58,336 5,767.13 15,04 3,742 ,63 9.76 2,024,50 5.28 54,09
1943 50,927 7,656,.86 15,00 6,587,10 12,54 1,249,76 2.46 19,57
1944 63,447 9,629,13 15,18 7,620,17 12,01 2,008,96 3.17 26,36
1945 50,740 8,514.,27 16,39 6,401,359 12.62 1,912,.88 3.77 29.88
19486 55,049 9,042,19 16,43 6,151,99 11.18 2,890,20 5,25 46.98
Grease: (Pounds)
1942 11,363 1,080,77 9,07 930,41 8.19 100,36 .88 10,79
1945 14,547 1,477.58 10,30 1,209,44 8.43 268.12 1.87 22,17
1944 13,298 1,451 .47 10,76 1,227,71 9.23 203,76 1,53 16,60
1945 14,211 1,497,687 10.54 1,191,29 8,38 306,38 2.16 25,72
1946 13,429 1,466,51 10,92 1,086,.89 8,09 379,42 2.85 54.91
Merchandise: (Dollars)
1942 9,595,09 6,187,.26 5,407 .83 55.08
1943 17,612,19 10,880,437 6,731.82 61,87
1944 15,513,.67 10,960.68 4,552,99 41,54
1945 18,959,40 11,193,92 7,765.,48 69,37
1946 25,775.98 17,811,32 7,964,66 44,72
SOURCE: Annual Audits of the Association, from 1942 through 1946,
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Figure 8, Average Seasonal Variation of Sales and Purchases for
Gasoline and Kerosene for the Farmers Cooperative Association,

From 1942 Through 1946
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Figure 9, Average Seasonal Variation of Sales and Purchases for
0il and Grease for the Faruers Cooperative Association,
Froa 1942 Through 1346
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Figure 10, Average Seasonal Variation of Petroleum Merchandise
Sales and Purchases for the Farmers Cooperative Association,
From 1942 Through 1946
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Table 13.

Operating S8tatement of the Petroleum Department of the Farmers
Cooperative Associstion, From 1942 Through 1946

1942 1943 1944 1945 : 1946
(Dollars)
Seles 81,564.09  111,953,23 122,507.99 125,998,74 143,004,92
Cost of Seales 67,113,52 88,462.21 97,322,91 97,239,47 108,512,37
Gross Earnings 14,450,57 23,491.02 25,185.08 28,759.27 34,493,55
Operating Expenses 11,933,156 20,813.14 22,140,30 20,617.61 25,702,30
Net Operating Earnings 2,517.42 2,677.88 3,044,78 8,141.66 8,790,25
Other Income 2,821.99 5,510.41 9,097.04 6,686.41 6,474.48
Other Deductions 1,524,37 1,896.94 1,364.12 1,440.04 1,818,09
Net Earnings 3,815.04 6,291.35 10,777.70 13,388,03 13,446.64
Interest 625,84 793.84 1,091.79 1,118,11 1,100,52
Modified Net Earnings 3,189.20 5,497.51 9,685.91 12,269,92 12,346.12

SOURCE: 4Annuel Audits of the Association, from 1942 through 1946,

34
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and en increase in price of the verious products. The increased volume re-
sulting from the addition of the Capron atution_ in October, 1942 was primere
ily responsible for & 37 percent increese in the velue of sales in 1943 over
1942, The cost of sales have not increased proportionally to the incresse
in sales., As a result the gross earnings were inereasing ennuelly not only
in dollar value but also as a percentage of cost of sales. The tendency to
widen mergins as prices incroesed may have been a factor involved. The ef-
fort to conform with local competitive prices was also influentieal. This in-
creesed percentege was most noticeable in gesoline mergins. The average
nmergin in 1942 was 13.86 percent of cost as compared to 26.24 percent in 1946
(Teble 13)s During this same period the operating expenses increased, how-
ever, they did not increese as rapidly &s gross earnings. After all further
edditions and deductions have been made the modified net earnings indicates
that the department has been very succsessful during the five-year period. As
prices have risen end mergins widened, a greater saving has been realized by
the members of the association.
Financial Ratios of the association

The use of Tinencisl ratios serves as a measure of the operating
and business efficiency of & business enterprise. Although definite as-
sumptions cannot be drawn from the finencial retios they do serve es indica-
tors of the strength or weskness of an mssociation. llore definite conclu=
sions can be reached if a comparative study is made. In this study, however,
since only one association is involved it is necessary to revert to previous
studiss to obtain comparative data. Difficulty arises in this procedure since
other studies vary in time end type of essociation studied. These veriations
must be considered in any conclusions made. Six ratios have been selected to

measure the business end operating efficiency of this mssociation.
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The first ratio, current assets to current lisbilities, measures
the ebility of the associstion to meet current obligations. During the five=
year period the ratio was 1.24 to 1 (Teble 14). A study mede of farmers'
elevators in Kenses concluded that the everage retio for these items was
2 to 1;§/ In enother study mede on cooperative grein elevetors in Kansas
end Oklahome, it was found that 70 percent of the Oklahoma associmtions in-
cluded in the study hed s 2 to 1 relestionship between current assets and cur=
rent liabilitiea.gf The reletionship that exists in the local essociation
is not fevorsble when compared to these previous studies. However, as
steted previously, the major element of the current lisbilities is dividends
end refunds and a lerge portion of these are reteined in the associetion,

48 a result they do not incur an obligetion on the current assets.

The second raetio is current assets to totel lisbilities. Current
assets, as defined previously, denote those assets which can readily be con-
verted to a form necessery for meeting obligations. Totel liebilities in-
clude not only the current lisbilities but also fixed lisbilities. They
represent the total obligetions or indebtendess of the essocistion. The
eversge retio for these two items during the five-year period wes l.12 to 1
(Teble 14). This retio is significent becsuse it measures the sbility of the
essocistion to liguidete all indebtedness from current capitel. During the
first three years under study current liesbilities and total liebilitles were

synonymous since no fixed liabilities existed. Twe loans from the Wichite

8/ R. M, Green and Vence M. Rucker, Marketing Problems of Farmers®
Elevators in Kensas, pp. 10-11.

9/ Harold Hedges, Operations of Cooperative Grain Elevators in Kensas
and Oklahome, p. 13.




Table l14.

Selected Financial Ratios of the Farmers Cooperative Association,
From 1942 Through 1946

" se

: Five-Year

1942 19 1944 : 1945 1946 i _Average
(Ratio)

Current Assets to
Current Lisbilities 1.13 1.16 1l.26 1.24 1.15 l.24
Current Assets to
Total Lisbilities 3:15 1l.16 1l.36 93 1.00 1.12
Net Worth to
Total Lisbilities 1.85 2.00 2.78 2.57 2.64 2.55
Net Worth to
Fixed Assets 1.71 8.82 8.?4 1.76 1.55 1!90
Sales %o
Total Assets 5.30 7.90 8,23 7.11 7.57 7.33
Supply Sales to
Acecounts and Notes Receivable 50,85 84,70 128,77 112.24 78.87 87.24

SOURCE: Computed from the Annual Audits of the Association, from 1942 through 1946.
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Bank for Cooperatives created & fixed liability in 1945. This was the only
year during the five years that the ratio of current assets to total
lisbilities was less then 1 to 1.

Another ratio of importance is net worth to totel lisbilities.

This ratio mesasures the relastionship between members! equity and creditors'
equity, The average retio of these items was 2.55 to 1 for the period (Table
14). This ratio is significent since it serves as a measure of the Tineamciel
soundness of the association., With older firms such as the Alva association,
the ratio of net worth to total lisbilities will become greater with in-
creased term of operations., As an orgenization matures a greater percentage
of the capital investment is represented as permenent capital. The associa-
tion holds a favorsble position since the member's equity is more than twice
the totel lisbilities.

The fourth retio, net worth to fixed assets, measures the relation-
ship between the members' equity or permanent capital investment and the
permanent investment in feecilities and equipment. The average ratio for the
locel associetion was 1,9 to 1 (Table 14). A study made of a group of
farmers' cooperatives in Michigen found the average ratio of these two items
to be 1 to l.w The ratio for this associetion indicates that the stocke
holders have furnished sufficient capitsl for all fixed essets and, &lso,
some for other capital needs., The ratio decreased in 1945 es additional
fixed essets were added to the essocistion as & result of the comstruction
of two new elevators, The variation in this ratio is dependent upon the
rapidity of sale of capitel stock and the size of annual net earning, which

determine the emount of incresse in the surplus end allocated reserve

10/ H. E. Larzelere, Op. cits, p. 73.
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accounts, This is counter-balanced by the smount used for additionsl fixed
assets, 48 a result of these factors a great deal of variation can be
anticipeted ennually 1:1' this ratio.

The fifth ratio is sales to totel assets, This ratio indicates
the rete of turnover of cepitel invested., This, slso, serves as a measure
of the efficiency of the use of capitel., The Michigan study concluded that
with the exception of livestock cooperatives, the range of this ratio was
1.8 to 1 to 7.4 to 1.w The aversge ratio for the local association was
7,33 to 1 (Teble 14). The decresse in 1945 end 1946 below 1944 resulted from
an increase in total assets through expemsion of plant fecilities. The
average ratio for the period, however, indicates an efficient use of the
capitel invested in the association.

The finel ratio used in this study is supply sales to accounts and
notes receiveble, Supply sales are composed of the emnnuel coel, merchandise,
and petroleum department sales. This ratio measures the rete of turnover of
receivables. It also, indicates the efficiency of the eredit &nd collection
policy. This ratio will tend to be high during periods of prosperity end
decresse as the ability to meet obligetions becomes more difficult. The
volume of business incresses during prosperous periods and the need for cre-
dit decreases. The ratio of these items aversged 87.24 to 1 for the associa=
tion during the five-year period (Teble 14). A4 range of 7.0 to 1 to 25.9 to
1 were the results of the Michigen atw.w The ratio of this cooperative
indicates that they meintain a restricted credit policy end an effective

policy for collection of accounts and notes. During the war years a

11/ Ibvid., pp. 66=67.

w Ibi.d.. p‘l 68.
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of tbe mewbers of the cooperstive. 45 this ezraning power declinss, e de=
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cline in this rebtlo can boe ezpscied, Care must be token by monsgenent to

"

eonvinue o restricted credit poliey during the period of rezression,



THE FUNCTIONAL STRUCIURE OF MEMBERSHIP AND MANAGIBMENT
Membership

The successful operstion of a cooperative orgenization is dependent
upon en active and loyal membership, for the mﬁberz are the organizers,
owners, and petrons of their sssociation., Although in their capacity es mem=
bers they do not determine the generel policies and direct the asctual opere=
tions, they ere responsible for the ultimate control of the associetion, The
degree of responsibility and support essumed by the members determines the
ability of the association to operate through periods of adverse conditicns.
4s a result, a well informed membership is a paramount festure in en effi-
cient and succeasful cooperative, The management is constently confronted
with the problem of providing information for the members that will enable
them to possess & better understanding of the operations of their organize-
tion. In order to maintain an sctive and interested membership, membership
relations becomes & necessiiy and cannot be disregerded if the association is
to operate with maximum efficiency.

Membership Growth, 4s a preview to a discussion of the membership
of the cooperstive under study, & resume of membership growth indicates that
it has expanded repidly during the twenty-seven years for which records are
availeble. The lack of more accurete information necessitates the use of the
number of shares of stock as the basis for estimating membership. Prior to
1940, the shares of stock measured very accurately the actual membership.
Since that year the purchesse of additionsl sheres of stock by various members
has resulted in a greater deviation between actual membership and the number
of shares of stock outstending. In 1946 there were 1,185 members compared to
1,696 sheres of outstending stock. Another inconsistency erises since the

number of shares of stock does not sccurately messure the active membership

79
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of the esscciation. The poliecy of repurchasing the stock of deceased members
and those no longer residing in the essocistion market area, however, de-
creases the disparity of these two items to & minimum, With these points in
mind, en snalysis of the growth of outstending stock indicates thet the stock
in 1946 was epproximately six times greester than in 1921. The first in-
crease noted was in 1928. This resulted from the sdditionsal members acquired
through the purchase of the Ashley stetion. The next importent increase was
in 1934. The instigation of e note plan for the purchase of stock brought
ebout this increase and has been a major factor contributing to increased stock
seles since thet time. The acquisition of the Capron station in 1935 aided
elso in promoting stock seles. The repid inereease from 1944 through 1946 has
resulted from an effort to incresse the sele of stock to new members and the
sale of additional stock to old members to sid in finencing the construction
of new elevators at Ashley, Hopeton, and at the newly ecquired station at
dverd.

Membership Requirements. In view of the rapid growth of membership,
the question then erises, "Who may become members of this cooperative? The
gssociation is incorporated under the 1937 COklahoma Cooperative Merketing As-
sociation Act. A provision of this esct requires that cooperative members
shall be agriculturel prodncorn.w The locel cooperative conforms with this
provision and in the by-laws of the orgenization it is stated that "members of
this associetion shall be actual producers.” In conformity with the 1937 law,
democratic control is meintained in this cocperstive. It is provided in the

by-lews that "each stockholder shall be entitled to cast only one vote

.1_5/ _cs.. ﬂnt., P 17,

14/ Secretery of State, Corporstion Lews of Oklshoma, p. 62.
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regardless of the number of shares of stock he owns." Each stockholder, al-
so, is limited to five shares of capital stock. The major duties or rights
of the members are found in the by-laws, The most important of these are the
election of a board of directors and the amending of the srticles of incor-
poration and by-laws as the need arises, The by-lews, in conformity with the
State law, prescribe the limitation on membership end rights or duties of
nembers.

Note Plan., The note plan has been mentioned previously and it has
been an importent factor causing the rapid inerease in membership. Briefly,
the plen permits a prospective stockholder to sizgn an agreement or note in
which he agrees to turn his entire dividend to the cooperative until such
time as his stock subscription is paid in full. This plen stimulates the
sale of stock since it does not necessitate the physical ocutlay of the amount
necessary for the purchese of a share of stock. The par velue of stock in
this essociation at the present is $100 per share., For smell farmers who
wish to obtain the benefits of marketing their products cooperetively this
amount deducted from their current income may represent too great a burden.
The note plan enaebles them to become a member through the asceumulation of
annual dividends and their epplication to the prineiple of their note. The
patron receives full rights of membership as soon as the note is signed. His
decision to become a member is entirely arbitrary since foreced patronsge does
not exist.

Tax Exemption. The Alva cooperative does not meet the requirements
for full exemption from income tex as prescribed by the Bureau of Internal
Revenue. In order to be eligible for full-exemption, it would be necessary
to return the net earnings to patrons without discrimination between members

end non-members. The local association returns the savings in the form of



dividends on stock and petronesge dividends to the members only. It does not
wish to change its present stetus and secure full-exemption because this
would necessitete a more complex accounting system and eliminate a selective
membership policy. 4s prescribed in the by-laws, individuels cennot become
a member of the cooperstive without first receiving epprovel of the Board of
Directors. The policy does not denote an attempt to form a highly selective
membership., Instead it indicetes an effort which is being made to secure
new members who ere interested in cooperative marketing end will become ac=
tive petrons of the orgenization. Such a policy hes resulted in the forma-
tion of & strong end active membership and has encouraged reguler petrons to

become members and perticipate in the annual savings,

Member and Non-member Business, In a discussion of membership, the
ratio of member to non-member business should be considered. In conformiiy
with the provisions of the Capper-Volstead fct and the 1937 stete law, the
by-lews of the essociation stetes that "the essociation shall not deal in the
products of non-members to an amount greater in value than such as are hendled
by it for members.® Difficulty in the execution of this provision has not
been encountered since member business hes greatly exceeded non-member busi-
ness. During the five-year period included in this study, the value of mem-
ber business averaged 90.61 percent of the total business with a low of 85.84
percent in 1942 and a high of 97,22 percent in 1946, The annusl percentage
increased annually during the period. This resulted primarily from the in-
creased number of active patrons who became members during the period. The
note plan with its ease of stock purchase stimulated increased membership.

Although the association does not actively solicit stock sales, except for

15/ L. S. Hulbert, Legel Phases of rative Associations, ppe 213-
> aegal oL jakions,
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special purposes, they do encourage non-members who patronize the association
to become members.

Membership Reletions. The need for a well orgenized membership rela-
tions program for this organizetion has not been considered necessary and es
a result it hes been limited in its scope. The successful operation of the
cooperative has been an important fector contributing to the strong and loysl
membership. The farmers in this erea are cooperatively-minded end have real-
1zed benefits from their support of the orgenization. Many cooperatives have
had difficulty in obtaining the support of second generation farmers. A sur-
vey of the stockholders® list of this essocietion indicates that & majority
of the members' sons purchase stock and become active patrons when they start
operation of their own farmm enterprises. As a resuli, membership reletions
have lagged behind other activities of the essocistion. The primery medium
of strengthening membership reletions has been the annuel meeting of the stock-
. holders. This meeting covers &an entire dey in length end lunch is served at
noon. The manager presents a report summarizing the operations of the co-
operative for the past year and verious speskers, who are well informed on co=-
operative marketing, present discussions of various current problems. 4 sum=-
mery of the annual eudit is prepered in am understendeble form, printed, and
supplied to the members at that meeting. Throughout the year a well informed
Board of Directors and steff of employees serve as & medium through which ine
formztion is dissemineted to the members end ideas and desires of the members
are transmitted to the association. The manesgement hes been willing to meke
available eny information regarding the operations of the cooperative desired
by the members. Such a policy has aided in strengthening the members® confi-
dence in their essocistion. It is difficult to measure the effectiveness of

membership relations. In the case of this assccistion, it may be edvisable to
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outline & plan for local educetionsl meetings if added contact with the mem-
bers is desired. Membership relstiomns should not be neglected; however, the
type of progrem for a particular cooperative should be formmulated in accord-
ance with the situstion existinz locally.
Menagement

The previous discussion of membership stressed the importence of an
sctive and loysl membership for the successful operation of a cooperative
organization, Regerdless of the strength end loyalty of membership, a cooper-
etive enterprise cennot funetion successfully unless those elements that com-
pose management ere competent and efficient. Bsakken and Scham state that,
"Perhaps the greatest single force for the success or failure of a business
venture is its mmnt.'w In discussing the mansgement of s cooperative
it is often divided into three elements, membership, board of directors, and
menager. This discussion, however, will be concerned primarily with the beard
of directors, menager, end employees holding sdministrative positions. It is
not the purpose of this discussion to minimize the importence of membership as
an element of mensgement. &s stated previously, the ultimaste control of the
cooperative is the responsibility of the members. Thet control is expressed
through their duty to elect a board of directors to guide the operations of
their association. The greater the degree of responsibility assumed by the
members, the greater will be the effort made to select individuals who are
capeble, competent, and efficient to serve as the board of directors.

Board of Directors. In the cooperative under discussion, the board

of directors is selected in conformity with the 1937 State Law and in

16/ Henry H., Bekken and Marvin A, Scheers, The Hconomics of Cooperative
Merketing, p. 336.



85

sccordance with the by-laws of the locel association. #s prescribed in the
by~laws, the board of directors shall be composed of five members, The

boerd members serve for three years, however, their terms of office are
staggered with the election of two directors at each of two consecutive an-
nual meetings and one director at the following ennuel meeting. Such a
policy essures the retention of experienced board members each year. Ale-
though not specifically steted in the by-laws, it is the custom of this as-
societion to select board members from the ares served by eech of the sta=-
tions, This results in a better representation of the entire membership on
the boerd of directors. The general duties of the directors of this organi-
zation are typical of any cooperative. They formulate the general opsrating
policies, select & meneger, supervise the enforcement of the policies enscted,
evaluate the effectiveness of these policies, end serve in a liesion cepacity
between the associstion and its members. It is difficult to establish &
standard for the measurement of the cspability and efficiency of the boerd of
directors. The directors of this associstion, however, do meet certain pre=~
requisites for a successful board member., They are all successful farmers,
loyal supporters of the cooperetive, lemders of their respective communities,
end willing to sacrifice the time end effort required to serve as directors.
48 & result, the present board of directors are very capable end efficient and
the relstionship between the bosrd of directors snd memager is extremely
fevoreble,

Meneger end ddninistretive i ployees, The second importent element
composing the menagement is the genersl menager of the associstion. 4As stated
previously, one of the duties of the board of directors is to seleet the in-
dividusl who will £111 this position. In meking this selection, care must be

teken to meet the requirements of the position. He must possess the necessary
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business and technical knowledge to direct the actuel opsrations of the as-
sociation. He must be sympathetic to the cooperative method of doing busi-
ness. In his cepecity as memeger he must be sble to coordinate the lebor
force to insure meximum utilization of the employees. He must reslize his
obligation to members not only as patrons but also as owners of the associa-
tion. The man who will accept the position for the lowest salary in most
cases is not the man to be selected. Rather, in order to insure the most ef=-
ficient and successful operations, the best man obtainable will usually prove
to be more economical.

The rate of chenge of menegers is em importent fesctor to be con-
sidered. Stability cannot be maintained if frequent chenges of menagers oc-
cur, With this essociation there have been eight menegers during the thirty
yeers of its vperation. During the initial years there were more frequent
changes; however, this hes changed and the present manager has held the posi-
tion for eleven years. There is greater rapidity of turnover of other em~
ployees, since the majority of the employees are unskilled. A4s a result,
they are more likely to respond to higher wege incentives on the outside.

‘The rate of chenge decreases as the degree of responsibility increases. The
positions of department heeds and office staff are more steble and the rate

of turnover is smaller tham that of other employees. As a whole, however, the
lebor force of the association has been very stable.

As this associetion has increased in size end other departments have
been added, the need for dscentralization of control hes become a necessity.
The orgenization has been departmentelized and an employee, who was capeable
of supervising the operations of the department, has been placed in the posi-
tion ss head of the department. These department heads supervise and co-

ordinate the operations within their respective departments in conformity with
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the decisions of the general maneger and the board of directors. Although
the departmentalization is on a commodity besis, the orgamization is else
divided on a station basis. Each of the stations is a unit in itself with a
locel station meneger supervising its operations. 4s is true with the de-
partment heads in Alva, each station manager submits a daily report to the
general menager of the previous dey's sctivities and business. These reports
are combined by the office staff at Alve and entered in the associetion
records. This system enables the general manager to coordinate the asctivi-
ties of various departments and stations and to devote more time to the
supervision of problems that affect the essociastion as a whole.

Manggemsnt Problems. The major problem confronting maneagement at
the present time is to improve the efficiency of the employees. Although
various sideline esctivities have been esdded to aid in minimizing the seasonsl
varietions of the lebor requirement, the problem hes not been completely
solved. Efforts are made to divert the employees to other departments to in-
sure meximum utilization of the lebor force. The need for these employees
end additional labor during other periods results in a hesitancy on the part
of manegement to decrease the total number of employees. Management is ate-
tempting to improve the quality of service rendered to the patrons. A strong
competitive spirit is lacking since the strong membership insures active
patrons. This does not diminish the need for quality service end its improve=
ment should be the responsibility of the department heeds. In the past there
has been too much time devoted to the preparation of the daily reports. The
menager intends to correct this situation by incressing the clericsl staff
upon the completion of the new association office under construction. Daily
reports will then be submitted in a semi-completed form and the department

heads and station managers can devote more time to the supervision of the
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operations of their respective departments or stations, It is the opinion
of the manager that through verious corrective measures of this type the ef-
ficieney of the employees and the services rendered to the patrons will be
improved.



SUMMARY AND CONCLUSIONS

The Farmers Cooperative Association of Alva has expanded repidly
from a single-unit orgenization in 1917 to a multi-unit end multi-department
orgenization at the present time, During these thirty years the authorized
cepital stock has increesed from the original $15,000 to $200,000, Sales in
1921 were approximately $500,000 and in 1946 they exceeded $3,700,000. The
increase in sales was sccompanied by a proportionate increase in membership
during the seme period.

The repid expamsion of seles end membership necessitated an expansion
in the physical facilities of the association. The original fecilities in
Alve have been expended and the essocistion is now operating facilities at
five other locations: 4shley, 4vard, Capron, Hopeton, and Noel. The most
noticesble expansion was made in the wheat facilities. The original frame
elevator in Alva was replaced and additional storage facilities have been con-
structed in Alve end at the other stations. The combined elevator spsace in
1946 was 547,000 bushels. Produce snd petroleum departments have also been
edded, resulting in a total of five departments with the original three de~
partments: wheat, coal, and merchandise. With the addition of other ste-
tions and departments and the rspid growth of membership, the market area of
the associstion has been expanded to form a c¢irecle around Alva.

The present status of the assceiation can be accounted to the sta-
bility that has been maintained during the thirty years of expension and de-
velopment. The atainment of a sound and steble cooperative associstion has
resulted from efficient management, consideration of the needs and desires of
members, wise financing, and a cerefully supervised expension program.

The financial condition of the association, as measured by an analy-
eis of the assets, liabilities and net worth, was very favorsble, The total

89
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essets increased 118 percent during the four-year period from December 31,
1942 to December 31, 1946, The greatest increase, 167 percent, was in fixed
assets which resulted from the construction of three new elevators, During
the five-year period the percentage of totsl assets divided emong the three
major groups of essets were as follows: current assets, 31.5 percent; fixed
assets, 37.9 percent; and other assets, 30.6 percent.

The liebilities of the associstion averaged 29.4 percent of the
total essets. The majority of the lisbilities were composed of current lia-
bilities and a major portion of the current lisbilities were dividends and
refunds payeble., For the initiael three years included in this study the
associetion was free of eny fixed lisbilities. 4n operating end a facility
loan in 1945 were the only fixed obligations incurred by the association
during the five ysars.

The net worth represented an average of 70.6 percent of the total
assets for the five-year period. The sale of capital stock was accelerated
during the period to aid in finemcing new facilities. An sllocated reserve
was established to furnish additional capitel for expansion purposes., The
general surplus asccount was increasing as a result of the retention of 10 pere
cent of the net earnings emnuslly.

The study indicetes that the financial structure of the associstion
is in excellent condition. Although total assets have made a rapid increase,
the association has borrowed very little outside capitel. The increase in
assets hes been esccomplished by the sale of capital stock and the retention
of esrning in an allocated reserve.

The snnual operations of the associstion, as measured by en anslysis
of the operating stetements, indicates that the association as a unit has been

very successful, Total sales plus additional operating income in 1946 was 11l
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percent greater then in 1942. This resulted from an increese in the general
price structure and an increase in the volume of commodities hendled., The
average margin for ell commodities has decressed during the five years, The
primary resson for the decrease was the higher pereentage of seles account-
eble to the wheat department, which has a lower margin.

The operating expenses aversged 3.4 percent of the totel seles
during the period, Salaries and wages composed the major items of operating
expenses, averaging 64,31 percent of the total opereting expenses, Taxes,
depreciation, end insurance eccounted for 16.41 percent of the operating ex-
penses with the remesinder composed of general maintenance and operating
items, Operating expenses incressed during the period as a result, primarily,
of the generel rise in the price structure. Other income, composed primerily
of returns on investments and financial income, averaged l.6 percent of total
sales and other deductions, principally income tax, averaged three tenths of
one percent of total sales.

The velue of the net earnings hes increased during the period, how=-
ever, their percentage of total sales has decressed. After deducting the
interest on invested capital the modified net earnings averaged 3.2 percent
of the totel sales. During each of the five years the earnings of the as-
sociation has been returned to the stockholders in the form of dividends on
stock and patronege dividends. A portion of individuel dividends is re-
teined to epply on the respective stock subscriptions and current receiv-
ebles of the stockholder., A portion of the earnings ere, also, retained end
earmarked for each stockholder in the allocated reserve, A4s a result of the
retention the emount of the dividends and refunds sctually peid in cash

averaged approximately 55 to 60 percent of the total dividends paysable.
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An enalysis of the departments indicates that all depertments with
the exception of the coal department have been very sucecessful in their ope-
rations during the five-yeer period. The decrease in volume in the coal de~
partment resulted in a net loss for this department in 1946. The substitu-
tion of other fuels on the farms of members wes the primary reason for the
decline in the volume of cosl ssles, The volume in the wheat department in-
creased annually during the period under study. The inereassed price for
wheat plus an increesed volums resulted in a rapid increase in the value of
wheat ssles. The percentege of total sesles represented by wheat sales in-
creased snnually. The volume of sales in the merchandise department de-
ereased in 1945 snd 1946. This may heve resulted from the curtailment of
livestock and poultry producti:on by the members, ceusing a decrease in the
volume of feed seles. The seme reason mey sccount for the decreased volume
of the produce department. The actual value of produce ssles remained feir-
ly constant, however, because of the higher price for the produce commodi-
ties, There has been an inerease in the pétroleum sales annually, resulting
from increaesed volume and higher prices, The seasonel variations in volume
for individual commodities have becen representative of the seasonality of
merketing practices. 4lthough operating expenses heve increased in all de=-
partments as a result of the rising price level, the operating net earnings
have increased or remained nearly constant. All of the departments, except
the coal depertment, were operating efficiently during the five years. In-
creased membership and volume indicate that continued success in the four de-
pertments can be anticipated in the future.

The finenciel ratios computed in this study, also, indicate the suc-
cess eand efficiency of the association. The low ratio of receivebles to

supply sales is important since it indicates a sound and steble credit policy.
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The enalysis of the finencial conditions, operations of the orgenization as
a unit, departmental operations end relationship of belance sheet and opera-
ting statements items indicates that the association is stable, successful,
end efficient.

The membership of the association has grown from the few originsl
stockholders to 1,180 members, representing 1,696 sheres of outstanding stock
in 1946, The use of a note plan, which ensbles a prospective member to sign
a note end psy for his share of stock through the asccumulation of his divi-
dends, hes encouraged active patrons to become members. 4s a result of the
ease of becoming a member, the member business averaged 97.22 percent of the
value of total business in 1946. The association does not meet the require-
ments for income tax exemption since they do not return the savings to both
members end non-members. The successful operations of the association hes
created a steble and loyal membership eand the need for a well-organized
member reletions program has nct been a necessity.

Menagement is composed of the Board of Directors, Manager, and
administrative employees. The board of directors is composed of five mem=-
bers. They formulate the general operating policies, select & manager,
supervise the enforcement of the policies enacted, evaluate the effective~
ness of these policies, and serve in a liaison capacity between the associe-
tion end its members. The maneger directs the actual operations of the as=-
sociation and delegates power to depertment heads for the operstion of their
respective departments. One of the chief problems confronting management et
the present is the improvement of the efficiency of employees and service

rendered to the patrons of the association.






Table 15, Annual Sales and Outstanding Stock of the Famers
Cooperative Association of Alva, From 1921 to 1946

Year : Annual Sales ] Outstanding Stock
(Dollars) (Shares)
1921 512,299 267
1922 420,493 266
1923 431,357 265
1924 745,991 256
1925 575,718 255
1926 956,640 257
1927 647,736 264
1928 888,681 295
1929 678,126 293
1930 366,412 , 292
1931 289,514 286
1932 236,968 285
1933 452,000 285
1934 546,079 400
19356 611,815 480
1936 961,350 931
1937 813,575 569
1938 696,901 573
1938 717,590 619
1940 833,109 672
1941 1,744,627 724
1942 1,193,768 793
1943 2,171,986 893
1944 2,491,633 1,000
1945 3,116,687 1,555
1946 3,694,146 1,696

SOURCE: Annual Audits of the Association from 1921 through 1946,



Table 16,

Cooperative Association, From 1942 Through 1946

Seagonal Variation of Wheat Purchases for the Farmers

H H : : : Five-Year
: Japuary : February : March : April : May Jupe Mean
Wheat Purchases: (Bushels)
1942 146,480 25,141 22,013 6,596 107,904 616,319 162,370 91,046 72,862 106,414 128,205 92,570
1943 128,059 102,607 69,049 52,275 26,362 111,728 67,706 50,770 59,807 91,258 114,839 72,405
1944 60,260 58,010 51,414 27,460 29,288 199,984 165,659 42,712 183,153 156,457 54,911 65,747
1945 84,048 95,100 148,902 76,549 56,907 150,976 548,651 200,222 226,188 121,606 58,860 20,625
1946 88,581 24,3565 20,987 48,348 70,055 115,574 85,682 22,985 29,354 25,715 47,342 84,418
Average 101,446 60,244 58,473 48,246 59,032 254,476 166,009 81,546 114,275 100,290 80,290 66,755 97,561
Percentage of Mean 104 62 60 49 61 240 170 84 117 108 103 68
SOURCE: Annual Sales and Purchase Ledgers of the Association, from 1942 through 19486,
Table 17. Seasonal Variation of Coal Sales and Purchases for the Farmers
Cooperative Association, From 1942 Through 1946
: H s Five-Year
$ Japuary : February : March : April s |JMay June July . Mean
Coal Purchases: (Pounds)
1942 577,400 507,900 419,400 167,180 0 140,200 0 229,000 510,600 271,320 564,800 528,500
1943 263,490 638,000 180,830 0 497,000 2,500 5,980 182,600 491,000 493,560 439,260 468,800
1944 550,900 157,700 426,460 354,100 154,600 0 0 187,700 80,100 535,500 546,110 336,170
1945 652,480 514,400 425,950 79,900 75,300 0 0 175,170 280,500 276,680 477,780 486,880
1946 198,250 697,940 266,400 96,3500 78,200 0 0 9 . 137,200 141,770 407,100
Average 564,504 505,188 345,804 159,496 161,020 28,540 796 154,494 272,440, 342,852 591,944 445,450 262,377
Percentage of Mean 139 192 131 53 61 11 oo - B9 104 130 149 170
Coal Sales: (Pounds) .
1942 499,230 402,760 226,730 90,690 69,520 83,990 59,620 228,280 448',110 669,910 346,350 445,220
1943 420,110 251,050 290,160 35,250 141,710 38,950 247,230 512,190 508,270 400,580 482,510 492,580
1944 311,930 259,610 242,580 196,550 29,900 47,050 54,670 178,790 401,490 516,140 450,380 461,610
1945 487,350 590,050 250,480 72,020 80,950 28,690 45,950 269,060 261,550 468,700 431,760 421,390
1946 512,980 182,080 98,000 14,490 12,560 5,540 4,920 52,580 119,890 357,040 562,750 222,305
Average 406,320 295,108 221,550 81,800 66,928 39,440 82,478 204,180 547,862 482,464 454,750 408,621 257,454
Percentage of Mean 158 114 86 51 - 26 15 32 79 135 187 178 159

SOURCE: Annual Sales and Purchase Ledgers of the Association, 1942 through 1946,
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Table 18, Seasonal Variation of Merchandise Purchases and Sales for the Farmers
Cooperative Association, From 1942 Through 1946
"
H H H : H ) H Five-Year
$ Japmary : February 3 Mapch : April ¢t May :° Jupe 3 Mean

Merchandise Sales: (Dollars) y

1942 11,796 15,019 18,885 18,664 20,218 17,273 10,984 9,997 14,3086 15,907 16,920 18,660

1943 18,531 20,553 24,687 29,563 55,216 85,513 28,679 29,545 55,047 40,880 46,775 61,3353

1944 41,605 49,224 42,388 48,639 47,111 60,078 18,121 20,132 19,718 22,585 19,608 28,699

1945 21,359 21,554 27,434 27,514 31,968 40,538 50,107 1? 741 22,840 29,274 27 306 54,138

1946 27,689 28,711 29,806 51,540 41,487 28,204 20,804 59,015 24,182 28,828 42,855 55,433

Average 24,196 26,612 28,640 51,144 54,800 36,820 21,739 25,286 23,219 27,494 50,652 55,653 28,646
Percentage of Mean 84 93 100 109 121 127 76 82 81 107 . 124
Merchandise Purchases: (Dollars)

1942 15,271 10,154 15,108 17,615 17,022 13,455 10,085 9,454 9,755 21,885 16,135 16,303

1943 18,479 18,656 20,252 26,695 51,809 51,074 33,500 51,201 27,068 40,556 46,658 51,230

1944 44,698 41,645 35,388 57,586 59,288 53,169 19,571 25,516 17,098 19,530 16,621 25,139

1945 20,640 19,861 25,853 27,080 24,519 27,518 16,358 18,177 24,088 26,647 22,706 36,592

1946 25,878 51, 28,250 39,943 24,018 25,950 24,785 41,688 23,672 55,351 50,999 51,051

Average 24,493 24,425 24,1686 29,384 27,351 29,829 20,820 24,727- 20,335 28,390 26,624 32,063 26,086
Percentage of Mean 94 95 92 113 105 114 80 95 78 109 102 123

SOURCE ¢

Annual Sales and Purchase Ledgers of the Association, from 1942 through 1946,



Table 19,

Farmers Cooperative Association, From 1942 Through 1946

Seasonal Variation of Produce Sales by Major Commodities for the

928

H : g ] H 3 2 H Five-Year
i January : February : Mapch : April : May : June July _lean
Eggs: (Doszen)
1942 11,443 22,755 34,935 34,247 35,698 52,554 19,805 16,982 9,658 14,213 9,250 16,022
1943 23,316 44,364 44,816 55,748 44,640 46,649 33,808 12,573 12,524 16,364 135,675 23,654
1944 54,772 50,817 62,935 64,448 77,184 50,596 54,467 21,006 18,079 18,465 18,496 25,167
1945 32,206 40,430 54,489 55,501 43,868 52,006 38,421 18,613 18,999 14,995 18,821 22,063
1948 26,5865 52,756 65,249 58,237 52,591 87,799 23,312 11,651 12,085 14,380 17,285 22,793
Average 25,660 38,220 52,085 55,656 51,796 43,880 29,962 16,165 14,269 15,638 15,505 21,939 51,567
Percentage of Mean 81 121 165 170 164 139 95 45 50 49 70
Cream: (Pounds)
1942 21,427 27,411 25,860 31,546 34,612 29,329 23,119 12,041 32,801 18,3558 24,416 25,534
1943 29,383 28,942 29,902 55,998 59,6086 34,075 29,178 26,188 17,952 17,475 20,164 19,759
1944 20,675 24,275 28,479 54,950 33,339 39,074 26,649 24,295 23,868 15,113 24,340 24,501
1945 27,105 27,167 50,882 55,608 39,365 43,372 30,540 28,867 16,792 18,640 17,534 19,5612
1946 22,310 25,688 24,991 35,056 32,852 35,891 22,678 17,510 14,453 14,206 14,720 19,467
Average 24,180 26,696 28,028 54,632 35,951 35,948 26,433 21,780 21,173 16,758 20,235 21,373 26,098
Percentage of Mean 93 102 107 1353 138 138 101 84 81 64 78 82
Poultry: (Pounds)
1942 9,153 5,806 5,569 4,814 12,212 12,266 10,541 16,670 11,929 25,586 35,348 24,892
1943 8,296 5,364 4,189 6,597 11,233 15,113 355,481 30,188 20,610 25,138 46,591 23,901
1944 17,358 7,843 5,449 11,911 21,850 19,579 29,531 24,422 28,740 29,024 26,612 17,338
1945 8,590 2,477 5,355 4,274 16,822 17,618 16,220 23,137 36,510 23,738 29,588 16,541
1948 12,674 9,542 7,468 11,172 21,208 16,046 28,439 18,440 14,7956 20,595 19,682 10,671
Average 11,214 5,806 5,206 7,754 16,685 16,124 24,042 22,571 22,477 24,736 31,524 18,669 17,232
Percentage of Mean 65 54 30 45 97 94 140 131 150 144 183 108
Hides: (Pounds)
1942 1,275 561 885 722 284 264 162 122 0 267 691 1,554
1943 1,548 1,249 821 988 322 221 30 72 222 113 666 880
1944 1,374 1,298 1,559 872 745 74 50 48 295 0 441 1,089
1945 1,421 1,280 1,071 412 145 269 0 88 222 164 650 1,002
1946 1,213 1,021 861 347 170 275 84 157 140 235 747 816
Average 1,366 1,082 1,035 668 333 221 65 97 176 156 639 1,028 572
Percentage of Mean 239 189 181 117 58 39 11 17 31 27 112 180

SOURCE: Annual Sales and Purchase Ledgers of the Association, from 1942 through 1946,
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Table 20. Seasonal Variation of Produce Purchases by Major Commodities for the
Farmers Cooperative Association, From 1942 Through 1946

H s 3 t : : ) i H : 3 : ¢t Five-Year
s Jonuary i February : Merch : Appdl : May : Juge :  July Septemnbe scembe; eax

Eggs: (Dozen)

1942 14,910 25,155 51,629 56,056 58,292 27,985 20,248 15,411 15,067 12,868 10,157 15,130

1943 27,118 38,222 48,858 54,426 - 50,190 42,174 51,442 12,078 15,657 17,315 16,587 25,626

1944 81,002 48,580 65,487 74,870 70,596 47,254 34,151 18,635 19,992 16,139 19,666 24,195

1945 34,277 40,556 63,968 54,622 54,067 44,179 30,454 19,809 16,497 14,949 18,898 22,160

1946 30,564 40,655 56,605 54,254 52,410 57,592 25,119 11,791 12,245 14,266 17,540 24,231

Average 27,574 58,255 55,509 54,845 53,071 39,787 27,875 15,545 15,090 15,107 16,550 22,268 31,504
Percentage of Mean 87 121 169 174 168 126 88 49 48 48 52 70
Creamt (Pounds)

1942 24,667 24,211 30,739 51,608 54,457 24,910 22,647 22,918 18,729 22,982 25,893 26,621

1943 29,441 28,008 54,485 55,291 58,072 34,328 28,342 19,873 18,310 18,849 18,901 21,769 -

1944 ; 22,559 24,547 32,734 55,831 58,337 31,215 26,784 23,613 22,650 18,245 22,600 26,585

1945 28,227 27,486 38,602 35,391 39,962 85,687 29,276 24,897 18,766 18,002 18,254 21,647

1946 23,101 23,720 34,488 51,566 35,286 26,119 20,377 16,142 13,921 15,850 18,670  20;257

Average 25,695 25,554 34,209 33,137 36,820 30,451 25,485 21,489 18,475 18,575 20,464 23,372, 26,119
Percentage of Mean 28 98 131 127 141 117 97 82 71 70 . 78 89
Poultry: (Pounds)

1942 8,154 5,295 4,048 5,807 13,373 10,900 11,641 15,505 17,141 25,357 55,540 23,394
- 1943 8,124 4,119 4,244 7 751 15,177 16,143 31,188 52,046 22,521 28,400 41 282 23,785

1944 15,799 7,785 6,549 13,065 21,298 21,647 25,685 28,747 24,272 51,501 24,289 18,005

1945 7,725 2,780 5,398 4,453 19,421 15,453 17,229 27,817 29,802 23,842 29,558 16,697

1946 14,481 8,484 6,730 11,381 21,068 16,148 28,786 18,811 15,261 19,840 . 19,502 10,777

Averags 10,857 5,292 5,594 8,492 17,267 16,068 22,905 24,585 21,799 25,388 30,174 18,551 17,262
Percentage of Mean 63 31 32 49 100 93 155 142 126 147 175 107

Hides: (Pounds)

1942 1,304 598 757 681 574 177 140 84 111 359 745 1,460
1943 1,613 955 951 913 386 82 24 57 196 169 704 1,024
1944 1,314 1,489 1,700 818 565 87 51 76 267 17 427 1,092
1945 1,590 1,295 824 411 148 270 0 180 106 164 860 1,011
1946 1,362 1,053 762 549 263 195 85 157 182 195 751 817
Average 1,457 1,078 995 634 347 158 60 11 172 181 657 1,081
Percentage of Mean 249 187 172 110 60 27 10 19 30 31 114 188 576

SOURCE: Annual Sales and Purchase Ledgers of the Association, from 1942 through 1946,
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Table 21. Seasonal Variation of Petroleum Sales by Commodities for the
Farmers Cooperative Association, From 1942 Through 1946
: : s i, : : TFive-Year
: January : February : March April :  May : June 3 iean
Gasoline: (Gallons)
1942 15,912 16,436 21,287 21,298 36,605 89,622 60,495 71,152 68,749 39,818 45,496 11,932
1943 22,152 27,298 30,705 29,789 35,254 152,330 56,793 71,238 78,990 48,810 27,825 24,926
1944 22,928 27,245 35,654 25,397 48,486 137,300 115,230 70,246 86,965 49,265 25,381 26,194
1945 24,490 24,388 36,234 20,110 49,882 111,509 117,402 78,219 67,491 77,967 27,809 23,469
1946 25,083 30,841 32,719 35,597 57,254 167,425 64,276 52,567 124,994 53,931 26,030 24,493
Average 22,109 25,242 31,320 26,438 45,489 127,637 82,439 68,684 85,438 63,064 80,508 22,203 51,789
Percentage of Mean 43 49 60 51 88 246 159 138 165 104 59 43
Kerosene: (Gallons)
1942 5,457 4,514 7,418 5,192 6,284 9,682 7,404 11,601 13,449 8,320 7,926 8,825
1943 10,828 9,281 12, 250 9,204 7,586 15,569 11,608 15,298 16,105 10,638 8,438 11,590
1944 10,703 11,817 14,473 12,129 8,787 13,101 21,798 14,713 14,494 10,648 9,189 14,263
1945 13,767 12,942 13,020 8,751 11,666 10,146 15,104 10,956 8,724 16,918 12,528 17,201
1946 13,735 12,507 13,337 8,553 7,121 12,106 8,501 6,627 15,396 10,625 13,138 12,567
Average 10,898 10,172 12,100 8,366 8,289 12,121 12,883 11,839 13,234 11,430 10,244 12,889 11,205
Percentage of lean 97 91 108 75 74 108 115 107 118 102 4 115
0il: (Quarts) :
1942 1,424 1,084 2,197 2,133 4,094 6,202 5262 5,807 4,971 2,768 5,408 2,986
1943 2,249 2,445 1,695 5,585 9,030 10,250 3,266 4,033 4,978 2,835 1,929 2,654
1944 1,775 3,433 2,422 11,215 8,158 12,282 6,916 5,310 4,254 3,332 1,816 2,534
1945 1,798 2,028 2,391 2,747 7,155 11,107 5,862 4,768 5,700 4,043 2,467 2,136
1946 2,057 5,121 3,315 5,365 12,542 9,054 4,113 5,607 6,048 2,544 1,866 1,817
Average 1,861 2,422 2,512 5,409 8,155 9,779 4,684 4,305 4,790 5,064 2,297 2,421 4,308
Percentage of Mean 43 56 58 126 189 227 108 100 111 118 55 56
Grease: (Pounds) :
1942 302 122 328 514 1,377 4,145 923 1,563 973 622 409 285
1943 122 214 332 632 1,990 5,371 1,568 1,544 1,360 991 285 138
1944 121 468 260 270 1,493 4,807 2,185 1,741 1,125 487 124 219
1945 176 217 . 346 210 1,766 5,104 2,004 1,730 1,117 1,069 214 258
1946 363 231 319 624 2,448 4,552 1,089 790 2,044 503 185 281
Average 217 250 317 450 1,815 4,796 1,553 1,394 1,324 754 243 236 1,111
Percentage of Mean 20 23 29 41 163 431 140 125 119 66 22 21
Merchandise: (Dollars)
1942 404 409 924 940 841 757 917 472 559 1,307 796 1,270
1943 1,110 1,243 1,276 1,967 1,850 2,458 1,304 1,174 979 1,047 1,486 1,720
1944 897 1,001 658 1,189 2,018 2,385 1,109 1,190 1,012 1,118 1,524 1,413
1945 1,062 1,061 1,495 1,084 1,709 2,152 1,556 1,510 1,812 1,701 1,750 2,088
1946 2,800 1,527 1,498 1,855 3,336 2,933 2,717 1,780 1,713 1,807 2,041 1,969
Average 1,254 1,008 1,170 1,407 1,951 2,133 1,320 1,225 1,215 1,596 1,519 1,692 1,458
Percentage of Mean 86 69 80 96 134 146 90 84 83 95 104 116

SOURCE: Annual Sales and Purchase Ledgers of the Association, from 1942 through 1946,
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Table 22, Seasonal Variation of Petroleu: Purchases by Major Commodities for the
Farmers Cooperative Association, From 1942 Through 1846
g H Five-Year
3 Japusry : Febpuary : Mapech : April Moy June Mean
Gasoline: (Gallons)
1942 18,027 14,622 21,982 29,187 18,144 110,476 64,151 61,613 78,816 43,257 54,962 51,251
1943 19,368 15,708 58,103 85,051 25,148 97,015 86,979 76,885 93,459 87,407 46,300 54,078
1944 15,855 26,990 27,167 52,449 43,507 62,164 169,059 61,794 78,158 82,112 40,372 18,220
1945 51,982 16,147 51,505 40,735 32,288 87,449 125,666 91,817 52,414 108,231 39,219 7,631
1946 40,816 22,098 52,363 44,598 41,054 160,757 100,433 45,916 98,688 84,568 58,098 19,877
Average 25,208 19,115 50,224 56,404 352,024 105,572 109,258 67,101 80,299 71,115 $9,790 22,211 55,026
Pereentage of lMean ' 48 56 57 69 60 195 208 127 151 154 75 42
Kerosene: (Gallons) : '
1942 4,186 5,653 5,671 7,277 7,559 11,276 10,631 12,957 7,19 6,840 11,466 8,655
1943 15,775 9,701 10,536 19,548 5,510 11,269 11,013 16.495 19,655 1,976 9,676 12,687
1344 13,072 12,629 12,658 10,920 11,524 7,282 21,921 15,506 10,922 16,018 15,415 12,982
1945 14,636 14,726 12,920 7,716 8,076 12,106 10,439 14,135 11,066 18,650 7,274 8,576
19486 21,023 15,815 18,073 7,718 4,547 11,828 11,108 17,647 10,747 9,619 17,840 11,8852
Average 15,558 11,305 11,572 10,636 6,999 10,642 13,022 15,548 11,916 10,620 11,954 10,950 11,357
Percentage of Nean 117 99 102 95 62 34 115, 118 108 94 106 €
011: (Quarts) :
1942 2,012 762 2,288 3,972 828 1,640 5,698 1,178 1,300 5,480 16,428 516
1943 5,520 2,108 10,600 000 7,788 9,720 1,620 5,620 2,048 5,160 .356 10,060
1944 1,836 1,256 880 000 15,652 540 18,460 9,012 %’204 3,520 464 2,864
1945 1,726 1,759 2,565 4,481 5,554 12,667 9,707 2,876 9187 5,509 2,426 1,049
1946 : 2,020 000 2,148 5,208 28,932 6,580 440 2,712 11,856 2,100 880 2,576
Average 2,185 1,169 5,696 2,552 12,511 15,229 7,185 4,279 4,515 5,954 4,111 3,375 4,611
Percentage of Mean 47 25 80 51 271 550 156 93 94 86 89 K]
Grease: (Pounds)
1942 3500 120 0 9,903 , 10 695 980 800 1,130 770 20 190
1943 900 540 8,040 320 1,725 600 1,500 500 550 28 0 300
1944 0 0 700 0 5,216 100 5,860 2,115 000 230 200 100
1945 280 0 60 900 000 2,088 5,225 2,075 825 2,031 0 133
1946 500 100 12 528 000 2,550 1,150 000 2,550 874 0 0
Average 392 152 1,782 2,350 1,390 1,207 2,143 1,058 951 792 58 145 1,082
Percentage of Mean 58 15 173 226 1355 117 103 90 77 (] 14
Merchandise: (Dollars)
1942 400 207 641 842 377 768 506 717 416 539 827 453
1943 767 968 1,232 878 1,499 1,899 457 583 845 807 1,211 €8¢
1944 1,157 924 514 506 502 1,435 1,625 '846 370 1,166 720 700
1945 888 726 664 615 1,082 769 1,854 1,368 579 1,048 as 000
1946 1,676 1,185 1,425 1,972 1,715 1,240 5,565 1,081 1,171 1,448 1,451 1,877
Averare 974 802 895 263 1,025 1,122 1,561 909 674 1,002 1,001 743 973
Percentage of Mean -100 82 92 29 105 115 160 93 69 103 102 76

SOURCE: Annual Sales and Purchase Ledgers of the Association, from 1942 through 19486,
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BY-LAWS
THE FARMERS COCUPERATIVE ASSOCIATION
ALVA, OKLAHOMA

By~-Laws of THE FARMERS COCGPERATIVE ASSOCIATION OF ALVA, OKLAHOMA,
formed under the Cooperative Law of Oklahoma 1937, known as the "Cooperative
Marketing Associstion fet,™ and in accordence with the Cepper-Volstead Act.

ARTICLE I

Section 1., The neme of this Association shall be THE FARMERS CO-
OPERATIVE 4SSOCIATION OF ALVA, OKLAHOMA, end its principal place of business
shall be at Alva, Okleshoma,

Seetion 2, The purposes and powers of this associetion shall be
to buy and sell all kinds of grains end other farmm products, herdware, im-
plements, lumber, coal, flour and feed, motor fuels, petroleum products and
auto accessories, and other related articles; to prepere for market, manu-
facture and transport eny of the sbove mentioned erticles; to do a publie
warehousing business and store grain in interstate commerce and specificelly
to quelify for and operste a storage and warehouse business under the U, S.
Warehouse Act of the laws of the State of Oklashoma; amnd to purchase hold or
convey reel estate; to borrow money in such amounts as provided by law and to
give security therefore; to finence and aid in financing of the merketing of .
egriculturel products of its members; to meke eand exscute notes, bonds,
mortgages and all instruments and obligstions necessary to carry out the
business of this dssociation, but the Association shall not desl in the pro-
duetl_l of non-members to an amount greater in velue then such &s ere handled
by it for members.

Section 3. Members of this Association shall be actual producers.
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Section 4. The fiscal year of this Associstion shall begin with
the first dey of Jenuary end end with the thirty-first day of December of
each yeer,

ARTICLE II
CAPITAL STOCK

Section 1. The amount of Cepital Stock shall be Two-Hundred
Thousand Dollars ($200,000.00), which shall be divided into two thousand
(2000) shares, of the par value of One Hundred Dollars ($100.00) each.

Section 2. All stocks of this Association is subject to the pro-
visions of the By-Lews of the Association. No persons shell purchase stock
from holders thereof or become stockholders without first comsulting the By=-
Laws of the #ssociation and getting approval of the Board of Directors., INo
Stockholder shall own more than Five Hundred (§500.00) dollars in par value
of Capital Stock.

Seetion 3. Certificates of stock shall be issued by order of the
Board of Directors when such stoek hes been fully paid for by cash, notes,
or stock credits. All certificetes of stock shall be signed by the president
and the secretary, and shall be sealed with the corporate seal.

Section 4, Tressury stock shall be held by the Association subject
to the disposal by the Board of Directors, and shall neither vote nor
participate in dividends.

Section 5. The Association shall have a first lien on all the
shares of its Capitel Stock, and upon all dividends declared upon the seame,
for indebtedness of the respective holders thereef to the Association.

Section 6. Tramnsfers of stock shall be made only on the books of
the Association with approval of the Board of Directors. The old certifi-

cate, properly endorsed, shall be surrendered and cancelled before a new
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certificate is issued. The stock books of the Association shall be closed
sgeinst transfers for a period of 60 deys before each annuel meeting of
stockholders,.

Section 7. In cese any member ceeses t¢o be & stockholder by the
retirement or tremnsfer of his stock, then any credits epplied to his acecount
on the purchese of additionel stock shell be retired or trensferred in the
same menner and on the seme ratic of value that applies to the stock.

Section 8, In case of loss or destruction of a certificate of
astock, no new certificaete shall be isswed in lieu thereof except upon satis-
factory proof on affidevit, to the Board of Directors of such loss or éostm-
tion; end upon the giving of sstisfectory security, by bond or otherwise,
egainst loss to the Associstion. J4ny such new certificete shall be plainly
marked "Duplicete."

Section 9, The Board of Directors are suthorized, at their dis-
eretion, to buy stock of deceesed stockholders at per value where there are
no heirs eligible to membership in the Association.

ARTICLE IXX
STOCKHOLDERS® MEETINGS

Section 1. The ennual meeting of the stockholders shall be held
during the month of Jenuary in each yeer, date to be set by the Boerd of
Directors, at the principel office of the Associetion or as may be éuimh‘
by the Board of Directors, provided thet if less then a quorum are present et
eny such speciel or annuel meeting on the deys called, that those present may
ad journ from time to time until three (3) adjourmments. The president shell
call special meetings of the stockholders to be held from time to time by the
request of three (3) members of the Board of Directors, Tem (10) days?’
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notice shall be given by the secretary in writing, eddressed to eeach stock-
holder of record at the time of the cell.

Section 2, The owner of as much es twenty percent (20) of the is~
sued Cspitel Stock may call a specisl meeting of the stockholders by filing
with the secretery a demand therefor, when it shell be the duty of the
secretary to call such & meeting upon ten (10) days® notice in writing to
each stockholder of record.

Section 3. At a celled meeting of the stockholders only such busi-
ness as msy be stated in the call can be transected at such meeting.

Section 4. At & stockholders meeting one hundred (100) stocke-
holders shell constitute a quorum and a majority of such quorum shall con=
stitute a lawful majority for the treansesction of business.

Section 5. The Articles of Incorporation may be smended at any
time, or from time to time, by the affirmative vote of two~thirds (2/3) of
the members present at any annuel meeting of the stockholders, or by~leaws
msy be smended by the ai'ﬂmtiﬁ vote of the majority of the members present
at eny annusl meeting of the stockholders, if notice of the proposed amende
ik GhiiX Seve Doen given $5 1he tall fow mwh msetings Swsh inenlisht shaiy
be put into effect by the Directors, who shall sign and acknowledge and file,
es sbove provided, new or revised articles containing such amendments eand
superseding the original articles,

Section 6. At every such meeting easch stockholder shell be en-
titled to cast only (1) vote regardless of the number of shares of stock
he owns,

Section 7. A proxy ceamnot be voted in this 4ssocistion.
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ARTICLE IV
BOARD OF DIRECTORS

Section 1. The stock, property, eand affairs of such Association
shall be mansged by the Board of Directors, which shall consist of five mem-
bers, all of whom must be stockholders and who shall be elected at the an-
nual meeting of the stockholders. There shell be elected five directors,
one of whom shall serve one year, two of whom shall serve two years, and the
remaining two of whom shall serve three years. 4s the term of office of esch
of these directors expires, a successor shall be elected, who shell serve for
three years unless sooner removed, or until his successor is elected and
qualified.

Section 2. All officers of this Assoclation, consisting of a
President, Vice-President, and Secretary-Treasurer, shall be elected from
smong the Board of Diresctors.

Section 3. Vacancies. 4Any director or officer of such Associe-
tion may be removed by ;a majority vote of the stockholders at any regular or
special stockholder meeting lewfully called, and the vacancy may be filled
at such meeting or by the remeining directors at any regular or specisal
called meeting.

Section 4. The directors mey sppoint an attorney for the 4ssocia-
tion end such agents or representatives, and employ such persons as may be
necessary to properly conduct its business, All such sppointments shall be
subject to the pleasure of the Boerd of Directors es to the time of employ-
ment and compensetion.

Section 5. Liebility of Directors. If the directors of such As-
sociation shall declare and pay any dividend or appointment of earnings, or

profits to members or non-members when the Association is insolvent or when
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it would be rendered insolvent by such peyment such directors shall be joint-
ly and severally liasble for all debts of the Association then existing and
for all such debts as shall be thereafter incurred while they shall respec-
tively continue in office. Any director may relieve himself from such
lisbility at eny time before the time fixed for the payment of such dividend
or sppointment by filing a certification in writing of his objection with the
secretary of the Association, emd with the County Clerk of the county in
which the principal office is locsted.

Section 6. The compensation of the Board of Directors shall be
$4.00 per day of service and traveling expenses when celled out of county on
business for the Association.

ARTICLE V
DIRECTORS' MEETINGS

Section 1. Directors' meetings shall be held in each month end on
the second Tuesdsy of each month. Speecisl meetings of the directors may be
held upon the csll of the president, or upon the request of three (3) members
of the Board of Directors.

Section 2, A%t e directors meeting a majority of the directors
shall constitute & quorum.

Seetion 3. In the absence of the president, the vice-president
shall preside at &ll meetings.

ARTICLE VI
IUTIES OF THE OFFICERS

Section 1. The business affairs of the Associastion shall be
delegated to a Board of Directors of five (5) members who shall have full
authority to aet for the Association at any and all time when stockheolders

are not in session, provided the Board may not have power to alter or amend
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By-Laws or do anything in violstion of some or of any act or resolution
passed by the stockholders.

Section 2, The President shall preside at ell gensral, reguler
end special stockholders', directors' meetings, snd shell sign all contracts,
agreements, deeds, mortgesges, or other instruments when authorized and
directed by the stockholders or directors,

Section 3. It shall be the duty of the Board of Directors to have
an audit made of the books of the Association: This audit to show the
finencial condition of the MAssociztion at the end of the fiscal year snd thia
report to be submitted at the annual meeting of the stockholders.

Section 4. The vice-president in the absence of the president
shall perform all the duties of the president.

Section 5. The secretery shall be the recording officer of the
Association and shall keep the minutes of all stockholders® and directors?
meetings end shall issue all stock paid for. He sheall give notice of any
special or regular meetings of the stockholders or directors when required
to do so by the By-Lews and shell discharge such other duties as the Board
of Directors may require.

Section 6., The Generzl Meneger shall conduct the business of the
4ssocistion interum between meetings of the Boerd of Directors emnd shsll heve
full euthority to do sc end shall heve power %o hire =nd discharge the em-
ployees of the Associstion and to do ell things necessery to be done in the
proper operation of the business; subject, however, to the power and right
of the Board of Directors to enlarge or diminish the power of the Genersl
Menager et any time by resolution duly pessed et any directors meeting. The

General Manager shall zive surety bond for not less than $5,000.00.
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Section 7. No officer, members, agent, or employees of the As=-
sociation, shall in the neme of the Associetion, deal or trade in futures or
options in eny grain, commodity, stock or thing or speculate in any manner
on cash grain.

ARTICLE VII
DISTRIBUTION OF EARNINGS

Section 1. The directors, subject to revision by the stockholders,
at any general or speciel meeting lawfully celled shall apportion the net
earnings and profits thereof from time to time at least once in each yeer in
the following manner:

Section 2., Not less then ten percent thereof sceruing since the
last epportionment shell be set =side in the surplus or reserve fund until
such fund shall equal at least the amount of the peaid up capital stock.

Section 3. Dividends at a rate not to exceed five percent (5) per
annum, mey, be declered upon the peid up capitel stock., Five percent may be
set aside for educationel purposes,

Section 4. The remainder of such net earnings shall be apportioned
and peid to ell members. Such esrnings shall be paid either in cash or
cepitel stock, provided that an amount of the net earnings mey be apportioned
to credits on capital stock, special reserves, or non-interest bearing mem=
bers' equity certificates, with or without due date, ratebly upon the value
or volume of the products sold to, or handled through, the Association and or
the value or volume of purchases from, or through, the Association by each

member.,
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