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Know Your Cooperative 
E. Baughman and W. H. Dankers 

THE MERE FACT that an organization is a cooperative does not guar­
antee it success. Members are seldom so tied to their association that 

they will continue to patronize it in the face of high operating costs, 
inefficient marketing, and poor management. Recent improvements 
in transportation give patrons a choice of several available markets 
for the sale of produce and the purchase of supplies. For that reason, 
cooperatives must stand on their own merits. They must be operated 
efficiently if they are to serve the best interests of their members and 
if they are to "set the pace" for competing agencies in the same field. 
Efficiency in operation and marketing can be increased through a thor­
ough study of the business and an understanding of new developments 
and techniques in the field. 

This bulletin is written to answer a 
variety of questions raised at annual 
and other meetings of cooperative as­
sociations. Practical suggestions of 
value to directors, secretaries, and man­
agers are made. These suggestions 
should be helpful as a guide in an­
alyzing and better understanding fi­
nancial statements and the business 
operations of a cooperative association. 
In turn, it is hoped that such informa­
tion will be passed on to the mem­
bership. 

MEMBER EDUCATION IS 
ESSENTIAL 

Inefficient operation and marketing 
and poor management are the causes 
of failure of some cooperatives. Others 
can trace their failure to a lack of mem­
bership understanding and loyalty be­
cause the members were not kept in­
formed. 

People are interested in the things 
they 'know something about. There­
fore, a continuous program of member 
education is necessary. Such educa­
tion should be based upon sound re­
search and factual material that 
directly affects the organization. 

Distribute Printed Statements 

Printed financial statements should be 
distributed to the members at least once 
each year. Such statements become of 
value only when they are explained 
sufficiently so that each member under­
stands them. Line charts and graphs 
frequently can be used to advantage to 
show changes in important items such 
as volume of business, per unit oper. 
ating costs, amount of working capital, 
and net worth over a period of several 
years. 

Monthly or other periodical letters 
to members calling attention to such 
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fiG. I. THE ANNUAL MEETING PRESENTS THE COOPERATIVE WITH ITS 

BEST OPPORTUNITY FOR MEMBER EDUCATION 

items as seasonal price changes, the ef­
fects of quality on price, the need for 
attention to certain production prac­
tices, changes ~n policies of the board 
of directors, and outlook information 
regarding the immediate as well as 
long-time situation are helpful and ex­
tremely important in keeping mem­
bers informed and interested in their 
cooperative. 

Annual Meetings 

In many cooperatives, the annual 
meeting is the only time that all the 
members are called together. For that 
reason, it should be used to the best 
advantage. No better opportunity for 
effective member education presents 
itself than at the business session and 
the annual meeting in general. A small 
attendance at the business session is 
usually an indication that such meet­
ings in previous years have not been 
interesting and worth-while. 

Arrangements 

Good meetings don't just happen. 
Good meetings are planned in advance. 
This involves numerous details that 
can be briefly outlined as follows: 

1. Make plans and arrangements be­
fore the meeting. 
a. Send out interesting notices, 

calling attention to the various 
features of the program and the 
members' part and responsi-. 
bility in it. Bare announce­
ments of a meeting are not ef­
fective in getting the member­
ship out. 

b. Select a good meeting place 
not too large nor too small with 
good light, proper temperature, 
and chairs for all, so that those 
attending will be comfortable. 

c. Arrange so that lunch can be 
served quickly-people get rest­
less waiting in long lines. 
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FIG. 2. ARRANGEMENTS SHOULD BE MADE So LUNCH CAN BE 

SERVED QUICKLY AT ANNUAL MEETINGS 

d. Have blanks for balloting pre­
pared. This saves time and 
avoids confusion. 

2. The chairman is not a dictator but 
is very important as an engineer 
at the annual meeting. 
a. He should have the entire pro­

gram outlined in order to keep 
things moving. 

b. He should bring the group to 
the front and close together so 
everyone can hear. 

c. He should insist that all who 
speak must stand, face the 
group, and speak clearly. 

d. He should encourage all mem­
bers to participate in the busi­
ness but insist that discussion 
be limited to the business under 
consideration. 

e. He should repeat all motions 
and announce the results of 
each vote so everyone knows 
what takes place. 

3. The annual meeting program 
should be both educational and 
interesting. 
a. Printed copies of the annual re­

port should be distributed and 
thoroughly explained to the 
members- all business reports 
should be understood. 

b. The problems as well as the 
progress of the organization 
should be laid before the mem­
bership. 

c. Time should be allotted to a 
discussion of some special mar­
keting problem about which the 
membership otherwise does not 
get information, e.g., variations 
in efficiency between coopera­
tives, trends in the industry, 
etc. 

d. The business and educational 
features of the program should 
be supplemented by a whole­
some entertainment program. 
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The annual meetings which start 
with the business session in the morn­
ing, at which lunch is served at noon, 
supplemented by or followed with a 
brief entertainment program (prefer­
ably music), and are devoted to an 
educational program in the afternoon 
have been found to be much more suc­
cessful than those where everything 
is crowded into an afternoon. It pro­
vides more time for the consideration 
of business items and for the educa­
tional phase of the program and still 
allows members to return home suf­
ficiently early for their evening chores. 

Don't Let Program Drag 

From the time the meeting is called 
to order until adjournment, the pro­
gram should not be allowed to "drag." 
Outside speakers are a part of many 
annual meetings. If carefully selected, 
this is a desirable way to secure in­
formation which the members would 
not have otherwise. However, annual 
meeting speakers should be of the or­
ganization's own choosing rather than 
people who want to get on the program 
in their own interest and who divert 
the attention away from the real prob­
lems of the cooperative. If the board 
of directors desires suggestions the 
County Agricultural Agent is usually 
in an excellent position to give assist­
ance. 

Select Suitable Topics 

Topics should be selected that per­
tain to the specific problems of thai co­
operative. Marketing problems of local 
and other cooperatives are so numerous 
that they can only be partially covered 
at annual meetings and should be given 
all the time available. Farm produc­
tion problems and world political prob­
lems are frequently timely and of 
considerable interest; however, these 
should be planned for other meetings. 
A few topics that have proven of 
special interest at annual meetings of 
Minnesota cooperatives are: 

1. Efficiency and its importance to 
cooperatives. 

2. Trends in the industry and special 
marketing problems (dairy prod­
ucts, eggs and poultry, grain, live­
stock, etc.). 

3. Fundamental principles of coop­
erative organizations. 

4. Responsibilities of directors, of­
ficers, and members of a coopera­
tive. 

5. Analyzing your own cooperative 
through good records. 

6. Legal requirements of coopera­
tives. 

7. Proper methods of financing co­
operatives. 
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Records Are Important 
To operate a cooperative efficiently, the directors and management 

must have specific information at hand. Such information can be ob­
tained only from accurate daily records, properly summarized and 
analyzed. 

The primary purpose of accounting is to obtain information and to 
report it in an understandable manner. A systematic record of all fi­
nancial transactions should be kept. Physical volume records are also 
necessary. The most practical and workable form of accounts to use 
will vary for different kinds of business. Data on costs of operations 
should be available for each department of the business. From the de­
tailed daily records summarized statements should be prepared on which 
the management may base its decisions for future operations. 

The most frequently used summary statements are the BALANCE 
SHEET (Financial Statement) and the OPERATING STATEMENT 
(Statement of Income and Expense). These statements indicate what 
progress the organization is making, and should be prepared at the end 
of each month as well as at the end of each fiscal year. 

The balance sheet presents a financial picture of the business at a 
particular time (December 31 for example), while the income and ex­
pense or operating statement pictures the operations through a given 
period of time such as a month or a year. 

7 

WHEN PROPERLY prepared, the 
balance sheet not only shows net 

worth of an organization but also rela­
tionship between assets and liabilities, 
the stockholders' (owners') as well as 
the creditors' share in the assets, and 
the debt paying ability (solvency) of 
the organization. 

and are recorded as surplus. Such 
items are obligations of the business to 
its owners whenever the business is 
liquidated. 

A balance sheet can be more 
easily understood if it is remem­
bered that it is the statement of 
a business and not of an individual 
owner of that business. 

To an individual stockholder a share 
of stock is an asset, but to the organ­
ization itself it is an obligation as also 
are earnings that have accumulated 

The balance sheet is divided into 
three distinct sections-(!) assets, (2) 
liabilities, and (3) net worth. The 
term itself implies that there is a bal­
ance. The assets are always equal to 
the liabilities and net worth. 

Wha:l: Are Assets? 

Assets represent all the property and 
resources of the organization. All as­
sets which could be converted into 
cash during a year's operations are 
current assets. Such items as land and 
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buildings, machinery and equipment, 
furniture and fixtures, and long-term 
notes receivable are fixed assets. 

The "accounts receivable" is a cur­
rent asset and an item which is fre­
quently overrated on the balance sheet 
when organizations fail to make proper 
allowance for bad accounts. Ordinarily 
accounts which are more than one year 
old are questionable. Organizations 
doing considerable credit business 
should watch this item carefully and 
accounts of questionable value should 
be written off. Loss on bad accounts 
is an operating cost and should be 
shown as such in the operating state­
ment (income and expense). 

"Prepaid expenses" represent that 
part of expenses which is paid in ad­
vance, but is not yet used up. Insur­
ance is an example. 

What Are Liabilities? 
Liabilities represent debts or obliga­

tions of the organization. Most com­
mon among the liabilities are accounts 
payable, notes payable, and ·mortgages. 

Liabilities are also listed as current 
and long-term, depending on when they 
have to be met. Ordinarily, any liabil­
ity which will mature during a year's 
operations is considered current. Quite 
frequently such liabilities as accrued 
taxes and accrued interest are omitted 
from the balance sheet. Accrued lia­
bilities are the opposite of prepaid ex­
penses and represent that part of an 
expense not yet due and payable but 
actually chargeable to the current 
period of operations. For example, real 
estate taxes and interest which are 
paid only twice each year should have 
part of the expense charged to each 
month's operation. These accruals are 
definite liabilities and should be shown 

as such on the balance sheet to present 
a true picture of the financial condition 
of the organization at a particular time. 

What Is Net Worth? 
Net worth shows the members' 

claims on the assets of the organization 
and is the excess of assets over liabili­
ties. Net worth items are paid-in­
capital (including capital stock and 
stock credits), surplus accumulated 
from past and current earnings re­
tained in the business, and spedal re­
serves for a building fund, for fire 
losses, etc. (Valuation reserves for de­
preciation of buildings and equipment, 
for bad debts, etc., are deductions from 
assets and are shown as deductions in 
the assets section of the balance sheet.) 

Unless assets exceed liabilities 
there is no ne:t worth or owner's 
equity in the organization since it 
would take all the assets . to satisfy 
liabilities (creditor claims) of the 
business. Again in any balance 
sheet the assets are equal to the 
liabilities and the net worth. 

FINANCIAL RATIOS 
If an organization is to stay in busi­

ness, it must pay its debts as they come 
due. It must also have enough cash 
on hand to meet current operating ex­
penses. One measure of an organiza­
tion's ability to do this is the ratio of 
current assets to current liabilities. 
Just what ratio is desirable will de­
pend on the type of organization and 
its method of operation. 

Generally, an organization should 
aim to have :two dollars of current 
assets for each dollar of current 
liabilities or a ratio of two to one. 
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Farmers' Cooperative Association 

as of December 31. 194-
ASSETS 

Curren± Assets: 
Cash on Hand ........................................................ . 
Cash in Bank. ......................................................... .. 
Accounts Receivable-Patrons ............ $ 586.44 
Accounts Receivable-General ............ 2,550.77 

Less: Reserve for Bad Accounts 

Notes Receivable ............................................... . 
Inventory-Merchandise ....................... .. 
Inventory-Supplies ..................................... .. 
Prepaid Expense ............................................... . 

Total Current Assets ............................ .. 
Investments: 

Stock in Other Organizations ................ . 
Fixed Assets: 

Land ............................................................................... .. 
Buildings .................................................................... . 

Less: Reserve for Depreciation 

Machinery and Equipment .................... . 
Less: Reserve for Depreciation 

Office Equipment ............................................... . 
Less: Reserve for Depreciation 

Trucks and Delivery Equipment ..... . 
Less: Reserve for Depreciation 

Total Fixed Assets ..................................... . 

Total All Assets ......................... . 

Current Liabilities: 
Accounts Payable-Patrons 
Accounts Payable-General 

LIABILITIES 

Short-term Notes Payable ....................... . 
Accrued Interest Payable ...................... .. 
Accrued Taxes .................................................... . 

Total Current Liabilities ................... .. 
Fixed Liabilities: 

Mortgage Payable .......................................... .. 

Total Liabilities 
NET WORTH 

$ 3,137.21 

62.74 

13,337.33 
2,776.55 

8,980.45 
4,118.25 

246.49 
119.46 

1,160.00 
580.00 

Capital Stock-Authorized .................. $15,000.00 
Less: Unissued ................................................ 3,500.00 

Capital Stock Issued and Out-
standing .......................................................... .. 

Surplus ......................................................................... .. 
Net Income for Period ............................... .. 

Total Net Worth ............................................ . 

Total Liabilities and Net Worth 

$ 163.28 
2,100.00 

3,074.47 

1,387.41 
1,060.52 

921.54 
77.49 

1,006.67 

10,560.78 

4,862.20 

127.03 

580.00 

$ 3,553.88 
501.85 
599.17 

18.20 
147.00 

11,500.00 
7,841.09 

110.20 

$ 8.784.71 

200.00 

17.136.68 

$26,121.39 

$ 4.820.10 

1.850.00 

$ 6.670.10 

19.451.29 

$26.121.39 
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In the balance sheet on page 9 there 
is $1.82 current assets for each dollar 
of current liabilities or a ratio of 1.8 
to one. If the ratio is less than two 
to one, the organization may have dif­
ficulty in meeting its current obligations 
as they come due and still have suf­
ficient operating capital in the busi­
ness so as to take advantage of cash 
discounts and allowances on its pur­
chases. Should the ratio be less than 
one to one, the organization will need 
to borrow money to pay its current 
obligations and may have to buy its 
supplies "on time." Such a condition 
indicates either a heavy and pressing 
debt load or that too much capital is 
tied up in fixed assets. Such an or­
ganization usually has difficulty in 
borrowing capital on reasonable terms. 

Worth-debt Ratio 

The worth-debt ratio is also im­
portant. This is the ratio of net worth 
to total liabilities. 

The total net worth should equal 
or exceed total liabilities indicating 
that there is more owner than 
creditor capital in the business. 
In the balance sheet, page 9, there is 

$2.91 of net worth or owner capital for 
each dollar of creditor. or borrowed 
capital. This is a desirable situation. 
Creditor capital should be held to a 
minimum since fixed interest charges 
and debt payments can quickly in­
crease costs to a point where it is dif­
ficult to meet competition. This is 
particularly true when the volume of 
business is relatively small. It is de­
sirable to finance all fixed assets from 
owner capital. This is generally ac­
complished by selling stock to patrons 
or retaining earnings in the business. 

Per Uni:t Overhead Costs 

A third ratio of interest to directors 
and members of cooperatives is the 
ratio of total units of business (pounds, 
tons, barrels, dollars, etc.) to the in­
vestment in fixed assets. It is calcu­
lated by dividing total units of busi­
ness by the total fixed assets. This 
ratio shows the number of units handled 
per dollar invested in fixed assets. 

Since fixed assets represent a 
definite overhead expense, it is 
desirable to handle as many units 
as possible per dollar invested. 
The more units handled per . dol­
lar of fixed assets, the lower will 
be the per unit overhead costs and 
the more efficient will be the co­
operative in serving its members. 

WHAT ARE RESERVES? 

Reserves are funds set aside for use 
in the future, either to meet a definite 
known expense or as insurance against 
possible future expenses or losses. For 
example, an organization which has a 
mortgage that will mature at a definite 
future date may set up a "reserve for 
debt retirement" to which part of the 
earnings each year are allotted so as 
to have money on hand to retire the 
mortgage when it matures. Merely 
setting up a reserve does not guarantee 
that money will be on hand at the time 
it is needed unless the amount credited 
to the reserve is actually held as a 
separate fund or invested in securities 
which can be converted to cash when 
the mortgage is to be paid. 

There is a tendency in cooperative 
marketing organizations to pay out as 
much as possible for products mar­
keted. This frequently leads to a de­
pletion of reserves unless such reserves 
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are held in a separate fund. It is not 
uncommon to find records . showing 
large reserves but little or no cash on 
hand. This means that money is 
"tied-up" in inventories, accounts re­
ceivable, fixed assets, etc. 

Reserve for Depreciation 

Buildings and equipment wear out 
with use and the passing of time. New 
buildings and equipment must at some 
time replace those used in present 
operations. "Wear and tear" are defi­
nite operating costs and chargeable to 
the current year's business. By charg­
ing current operations with this ex­
pense and setting the amount aside in 
a "Reserve for Depreciation," it is pos­
sible to build up sufficient capital to 
replace the building or equipment at 
the time it is worn out, or when it 
must be replaced by newer and more 
efficient facilities. 

The rate of depreciation to be used 
for buildings and equipment will vary 
with different businesses and kinds of 
facilities. Generally the life of build­
ings and equipment can be estimated 
quite accurately and a rate of deprecia­
tion arrived at. For example, if a 
creamery has a new churn which is 
expected to last ten years, it, is logical 
to include 10 per cent of the original 
cost of the churn in each year's operat­
ing costs. If the estimated life of the 
churn is not correct, it will be neces­
sary to adjust the rate of depreciation 
at the time such error becomes ap­
parent. 

The balance sheet should show "re­
serves for depreciation" as a deduction 
from the original value of the property 
(fixed assets). Reserves for deprecia­
tion are set up to show the proportion 

of the original value that has been used 
up and the present net value of assets. 
The allowance for depreciation should 
be included in the statement of operat­
ing expenses. If no charge or too small 
a charge is made for depreciation, net 
earnings will be overstated and an in­
flated surplus will be recorded on the 
books of the association. 

If funds which should be set aside 
as a reserve for depreciation are used 
and paid out for the products mar­
keted, the organization is consuming 
its member capital. When such pro­
cedure has been foUowed, the organi­
zation must borrow heavily when re­
placement of buildings and equipment 
is necessary. 

WHAT IS SURPLUS? 

This question is often raised in co­
operatives when the records show a 
large surplus account but little cash is 
on hand. 

Surplus is ihe amount of earn­
ings from previous years that has 
been retained in the organization. 
Such earnings may be used in three 
ways: to build up cash, to pay off 
a debt, or to increase the facilities 
of the cooperative. 
If a debt is paid with earnings, the 

value (net worth) of the organization 
to its owners (stockholders) increases 
to the extent that the debt is decreased. 
Thus surplus would increase but "cash 
on hand" would not. Cash from earn­
ings is frequently absorbed in inven­
tories, accounts receivable, or build­
in&s and equipment with the result that 
no increase in the cash item appears 
in the assets of the balance sheet. 
Nevertheless, assets in the other forms 
are increased, and the offsetting item 



12 EXTENSION BULLETIN 232 

in "liabilities and net worth" is an in­
crease in surplus. 

WHAT IS A PATRON'S EQUITY 
RESERVE? 

Some cooperatives, in order to retain 
enough capital in the organization for 
efficient operation, declare a patronage 
dividend out of net earnings at the end 
of the year. Instead of paying out the 
dividends in cash, they set up a pa­
tron's equity reserve account (revolv­
ing fund) and credit each patron ac­
cording to the volume of business done 
with the association. Such reserves are 
paid out in cash when the organization 
is in a position to do so. At such a 
time, the oldest patron's equity reserve 
accounts should be paid first. This re­
volving fund method of financing the 
cooperative out of earnings without in­
creasing the undivided surplus, makes 
it possible for a cooperative to build 
up sufficient working capital without 
violating state and federal cooperative 
laws. Net earnings retained in the or­
ganization as undivided surplus are 
the property of the stockholders in 
proportion to the amount of stock 
owned by each. Net earnings allo­
cated to patrons and listed as patron's 
equity reserves are the property of 

the patrons. This provides an equitable 
method for building up working capital 
and leaves the legal claim to such capi­
tal with those who helped build it. 

For a brief discussion of cooperative 
laws pertaining to the exemption of 
cooperative organizations from Federal 
and State income tax, refer to "Some 
Legal Requirements for Cooperatives," 
University of Minnesota, Agricultural 
Extension Pamphlet No. 61. 

WHAT ARE STOCK CREDITS? 

Frequently the item of "stock credits" 
appears in the net worth section of 
balance sheet. In order that all patrons 
will become stockholders (members) 
and the voting control of the organiza­
tion kept in the hands of those using 
it, many associations apply patronage 
dividends toward the purchase of a 
share of stock for those patrons not 
already stockholders. Such dividends 
or refunds are referred to as stock 
credits until an amount has accumu­
lated equal to the purchase price of 
a share of stock and a certificate of 
stock is issued. Similar procedure can 
be followed to increase the amount of 
stock held by each stockholder as a 
means of securing additional capital. 
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THE OPERATING STATEMENT 
shows operations during a given 

period of time (one year, for example), 
and how "net earnings" are deter­
mined. It is actually a statement of 
income and expense. A simplified form 
of an operating statement is given on 
page 14. Most of the items included 
here are self-explanatory. Expense 
items frequently omitted from the op­
erating statement are depreciation of 
buildings and equipment, accrued 
wages, accrued taxes, and accrued in­
terest expense. If expense items are 
omitted, net earnings are overstated. 

Frequently the "operating costs" and 
"general and administrative costs" are 
intermingled. A good auditor will prop­
erly classify the various expense items 
and make a comparison possible with 
figures from the statements of other 
cooperatives. 

Frequently the operating statement 
prepared for stockholders and patrons 
is so condensed as to give little in­
formation about the actual operations 
of the organization. Expenses should 
be itemized in sufficient detail to pre­
sent a complete picture of costs in the 
organization. 

De:tailed Analysis Necessary 

The operating statement shown on 
page 14 is merely an illustration and 
more condensed than it should be. A 
similar statement should be prepared 
for each department of the business. 
Only through such a detailed analysis 
is it possible to discover weaknesses 
and initiate action to overcome them. 
A few small "leaks" may, if not dis-

covered at an early stage, soon reach 
proportions where all savings from ef­
ficient operation in some departments 
are drained off into a cesspool of high 
costs and inefficiency in others. 

Comparisons Useful 

To determine how successful an or­
ganization is one needs both the bal­
ance sheet and the operating state­
ments. For measures of efficiency in 
the business it is necessary to obtain 
further information such as cost per 
dollar of sales, cost per unit of product 
manufactured, changes in gross and 
net margins, etc. Such information can 
be obtained from the balance sheet 
and operating statements through a 
few simple calculations. It is advis­
able to make such calculations from 
statements for a period of years to 
determine changes in the financial set­
up and efficiency of operation. Such 
measures of efficiency have much value 
for comparison with other similar or­
ganizations. 

Bes:t Measures of Success 

The earnings shown at the end of the 
year are not a good measure of the ef­
ficiency of cooperative associations. 
The best measures are: (1) cost per 
unit of handling and processing, (2) 
price received for products marketed, 
and (3) price returned to producers. 
Changes in the volume of products 
handled are significant indicators of 
progress, and usually affect the per 
unit cost of handling and the price re­
turned to producers. 
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(!)pe'Ui-Unrj Stoiement oJ 
Farmers' Cooperative Association 

Jan. 1, 19- to Dec. 31, 19-

Sales: ....................................................................................... .. 

Cost of Sales: 
Inventory, beginning of year.................... $ 4,181.39 
Purchases ........................................................................... 167,705.54 

Less: Inventory, end of year ................ .. 

Gross Profit ........................................................ . 

Operating Costs: 
Labor and Wages .................................................... .. 
General Supplies .................................................... .. 
Fuel ........................................................................................ .. 
Light and Power ........................................................ . 
General Repairs ....................................................... .. 
Local Taxes .................................................................... . 
Depreciation: Buildings ............................... .. 

Machinery and Equip-
ment ..................................... .. 

Delivery Equipment .. . 

General and Administrative Costs: 
Office Salaries .............................................................. . 
Directors Fees .......................................................... .. 
Payroll Taxes ............................................................. .. 
Office Supplies .......................................................... . 
Advertising and Printing ................................ . 
Insurance ......................................................................... .. 
Annual Meeting Expense ................................ . 
Auditing ............................................................................ .. 
Telephone and Telegraph ................................ . 
Depreciation, Office Equipment .............. . 
Bank Service Charges ......................................... . 
Miscellaneous Items ............................................ .. 

Total Expenses .............................................................. . 

Net earnings for year 19-.................................... .. 

333.43 

898.05 
290.00 

$171,886.93 

5,789.68 

9,120.00 
2,128.56 
1,546.83 
1,324.56. 

556.09 
610.92 

1,521.48 

870.00 
474.00 
371.20 
289.20 
201.84 
273.86 
143.62 
41.06 
19.28 
24.65 
20.60 
79.80 

$191.825.00 

172,097.25 

$ 21.387.75 

$16,808.44 

2,809.11 

$ 19,617.55 

$ 110.20 

A general statement of total operating costs by itself is not sufficient. 
Such a statement should be prepared for each phase of the business. 
From the statements for each enterprise the per unit operating cost can 
easily be determined. Per unit costs are significant in indicating the 
efficiency of a business. 
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A UDITS by disinterested profes­
sional accountants should be 

made at least once each year in all 
cooperative associations. Audits help 
avoid errors in accounts and make a 
basis for financial analysis. An auditor 
familiar with the particular line of 
business can give much valuable as­
sistance in setting up a satisfactory 
accounting system, suggesting desirable 
financial policies, and more efficient 
methods of operation. There is no 
better m eans of creating a sense of 
security and of promoting confidence 
and good: will among members of a 
cooperative than through a thorough 
audit that is openly and frankly dis­
cussed before all members at the an­
nual meeting. In any discussion there 
is no substitute for basic accounting 
data as a source of information. 

The cost of audits depends largely 
on the condition of the records and the 
type of audit made. Where audits are 

made regularly and the auditor's sug­
gestions for improving the accounting 
methods are followed, the cost will be 
less than for irregular audits made only 
when questionable practices are sus­
pected. 

A cooperative organization pro­
perly located. with good records, 
well informed directors. and sound 
management is in a position to 
effectively serve its members. 
However. it is important to keep 
members informed of progress be­
ing made and of obstacles standing 
in the way of more rapid progress. 
Directors must carry this respon· 
sibility. This can be accomplished 
through good records and good 
audits. However. records are of 
value only in so far as the man­
agement and directors understand 
and make use of them in improv­
ing the business of the cooperative. 

fiG. 3. BOARD OF DIRECTORS MEETING 
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The University of Minnesota Agricultural Extension Service 
and the Agricultural Experiment Station have issued several 
publications on cooperatives and marketing that may interest 
you. Any of the publications listed below will be sent you 
free if you write the Bulletin Office, University Farm, St. Paul. 

General Bulletin 339~Livestock Shipping Associations 

General Bulletin 345~Cold Storage Locker Plants 

General Bulletin 35l~Minnes;ota Cooperative Oil Associations 

General Bulletin 352~Livestock Auctions in Minnesota 

Extension Bulletin 202-Refrigerated Locker Service for Rural 
Patrons 

Extension Bulletin 217-County Cooperative Councils 

Extension Bulletin 220-Marketing Costs of Minnesota Foods 

Extension Bulletin 222-Marketing Minnesota Eggs and Poul-
try 

Extension Bulletin 223-What Makes Farm Prices 

Extension Folder 80-More Money for Eggs 

Extension Pamphlet 61-Some Legal Requirements of Coop­
erative Organizations 

Extension Pamphlet 71-A Survey of the Egg and Poultry 
Marketing Enterprise of Cooperative Creameries in West 
Central Minnesota 

Extension Pamphlet 87-A Survey of Cooperative Creameries 
in Scott and Carver Counties 

UNIVERSITY FARM, ST. PAUL, MINNESOTA 

Cooperative Extension Work in Agriculture and Home Economics, University of Minne­
sota, Agricultural Extension Division and United States Department of Agriculture Cooperating, 
Paul E. Miller, Director. Published in furtherance of Agricultural Extension Acts of May B 
and June 30, 1914. lOM-1-42 


