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A SURVEY OF COOPERATIVE CREAMERIES IN WATONWAN COUNTY 

Wm. H. Dankers and E. F. Koller 

INTRODUC';rION 

In conducting this survey it was the J'Urpose to determine what adjustments 
Watonwan county cooperative creameries have made to new trends and developments in 
the dairy industry. Particular emphasis was placed on an analysis of the factors 
affecting the efficiency of the cooperative creameries in this area. The analysis 
should provide information of value to the managers, officials, members, and patrons 
of the nine cooperative creameries covered in the survey. Since the problem of many 
other da.iry areas in the state is similar, this information should be of value to 
those as$ociated with other creameries, particularly in the surrounding territory. 

Watonwan County's Dairy Industry 

Census figures do not seem to confirm the opinion of some farmers that the 
volume of dairy products produced in the county has been on the decline. The census 
data available for 1920-1935 are given in Table l. 

Table l - Changes in the Dairy Industry - Watonwan C~unty 
Cows and Heifers 
Two-years-old Per cent Butter 

Oen- and Over. Kept Butter Manu- Manufactured Is Milk Pro- Butter in 
sus Mainly for Milk factured. of Butter Produced duced. Milk Pro-
Year Production. in Milk. {gallons) duced•. 

1920 11,55? 3,581,263 1,412,898 

1925 12,756 4,699,450 1,854,051 2,014,000 (1926) 108.6 

1930 12,432 6,617,798 2,610,887 2,312,000 88.6 

1935 6,923,476 2,731,484 2,353,644 86.2 

*Conversion factor - 8.6 lbs. ; 1 gallon - 3.67% is the average butterfat test of 
milk in Minnesota - Butterfat x 1,25 = but~er. 

The number of cows and heifers two-years-old and over kept mainly for milk pro
duct ion increased over 3500. An increase in production per cow during that same 
time nearly d.oubled the total annual milk supply in the county by 1935. A small 
amount of this milk is used on the farm, sold as whole milk to the people living in 
towns within the county, and manufactured into ice cream. The largest proportion 
of the supply is manufactured into butter. When consideration is given to the total 
amount of butter available in the milk produced, it is easy to determine how much 
of this total supply was manufactured into butter by Watonwan county creameries. In 
1925 there was 108.6 per cent as much butter manufactured in creameries as was 
available in the milk produced in the county. (Considerable cream was gathered from 
adjoining counties by creameries located near the county line.) In 1935 only 86.2 
per cent as much butter was manufactured by creameries in the county as was avail
able in the milk produced. There was no deubt 'an increase in the amount of whole 
milk used, and amount of cream used in ice cream, however it is evident that the 
cooperative creameries did not keep pace in increased volume of business with the 
production increase in milk for that period. It indicates rather clearly that a 
considerable supply of the milk and cream produced in Watonwan county was manufac
tured into butter by creameries outside of the county during the later years. 

Changes in volume for the nine cooperative creameries and one private creamery 
in the county are given in Figure 1. 
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The maJority of the creameries increased their volume slightly up to 1933, with 
rath~r marked increases in the case of a few. The situation has been reversed for 
all creameries since 1933 with a decided decline in volume. Some of this decline 
was due to dfouth. In a number of cases this decline in volume has resulted in a 
burdensome unused plant capacity. The total amount of butter manufactured by the 
nine cooperative creameries in 1937 was only slightly in excess of 2,200,000 pounds. 
When the survey was made the cooperating representative from each creamery was asked 
to estimate }he maximum capacity of his creamery. When all these estim~tes are 
added together the resulting plant capacity in the nine cooperative creameries of 
Watonwan county is 5,600,000 pounds of butter. This is slightly over 2.5 times the 
capacity thaLwas needed for making the butter in 1937. Three creamery representa
tives reporte.d a capacity of 1,000,000 pounds for their plant, one a capacity of 
800.000 pounds, ·three reported 400,000 and two reported the lowest capacity of 
300,000 pounds .• 

ORG~IZATION STRUCTURE AND COOPERATIVE CHARACTER OF CREAMERIES 

Of the nine. cooperative creameries three were organized before 1900, three 
between 1900-1903 and the last three between 1915-1922. 

On Decemb~~ 31, 1~37 there were three creameries with outstanding capital stock 
of less. than $::, 1,00, five had between $5, 000 and $.O, 000, and in one case it was over 
$10,000. 

The :i;i2~lce per share of stock varied widely. One creamery sold shares for $1. 00, 
one for 85.00, one for $20.00, five for $25.00 and one for $50.00. 

In nearly all cases it is the policy to retire shares for those who move away 
and to limit the sale of new shares to producers of cream in the community. Two 
cl:'eamet'2es-a:rcr-·not pay a dividend on outstanding stock in 1937. -·-trwo creameri~e~-s~· ·=p-a~id~-·-=···· 

4 per cent, four creameries paid 6 per cent and one creamery paid 7 per cent. Some 
creameries paid higher rates in 1935. so there has been some tendency toward a scal
ing down. None of the nine cooperative creameries pay a patronage dividend. 

Legal Compliance as· Cooperatives 

To be legally classified as a cooperative association it is necessary to comply 
with certain state and federal laws. Briefly the requirements are: 

1. One vote per member - proxy voting prohibited. 

2. Dividends on stock not to exceed 8 per cent - in 1933 this was changed to 6 per 
cent, so that all organizations incorporated in Minnesota since that date or 
having renewed their charterssince are limited to the lower figure. 

3. A limitation on the amnunt of capital stock to be held by an individual stock
holder. 

4. Shares of stock to be transferable only with approval of the governing board of 
the association. 

5. Net income not set aside as a reserve fund or permanent surplus to be distributed 
on the basis of patronage. 

6. Stockholders or members shall consist of agricultural producers - associations 
with as many as 10 per cent non-producers are' considered as not being in compli
ance with the federal law. 
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7. Business transacted with non-members shall not be greater in value than that 
handled by it for members. 

Under the federal laws cooperatives are exempt from the corporation income tax, 
only when they fully comply with these requirements. The Bank for Cooperatives 
likewise allows loans only with such provisions. 

The coope:r~tive creameries in Watonwan county do not have difficulty in comply
ing with most of the federal and state requirements. Several creameries were near 
or over the '.borderline with respect to the volume of cream coming from patroi:is who 
were not members or stockholders in the association. The greatest problem seems to 
be that of keeping the ownership of the association in the hands of the patrons. 
Due to competition and financial stress stock is not retired when former patrons 
leave the com~unity, retire, or discontinue their dairy enterprise. Two creameries 
met this problem by amending their articles of incorporation and reducing the par 
value of their ·stock shares so as to make them more attractive to younger farmers. 
Many o~ these younger farmers had been patrons, but the high par value of the shares 
seemed too large an investment, and had kept them from becoming shareholders. Along 
with this procedure an attempt is made by these two creameries to retire the stock 
of non-patrons as soon as the financial situation allows them to do so. 

In 1937 two creameries paid a federal income tax with the amount paid by one 
creamery exceeding $125.00. In 1936 three creameries paid such a tax. This outlay 
could well have been avoided and total costs reduced if the organization had been 
brought in line with federal requirements for cooperatives. The number of patron 
shareholders exceeded 90 per cent of the total in only two cases out of the nine 
so that seven of these cooperative creameries were subject to the federal income 
tax. In one case, the number of patron shareholders was but sl:i,_g_l],~~bove 4Qdper 
cent of··the· toia.r.· ··Several creameries were not assessed a tax, either because they 
had a small net income or because they had been exempted several years ago and had 
not been reviewed since. The need for action in making these creameries comply with 
state and federal requirements for cooperatives is very evident. 

Management 

Three of the creameries have five directors and the other six creameries have 
seven. In three associations the directors are elected every year while in the 
other six for a three-year term. In five associations the directors meet once a 
month, in three they meet quarterly and in one case no set number is specified. In 
seven out of the nine creameries the secretary and treasurer are required to be 
stockholders. Where exceptions are made it is the desire to obtain the services of 
businessmen experienced in matters of accounting and finance. In three creameries 
the buttermaker is allowed to be a stockholder. In all but one case the buttermaker 
regularly attends the directors1 meetings. Seven of the nine creameries provide 
patrons with a printed annual report of the creamery operations. This is essential 
if the patrons are to understand their creamery business and to remain loyal to 
their organization. 

FINANCING 

Capital Requirements 

According to Table 2 the average amount of capital required by the nine plants 
in this county was nearly $21,000. The total assets of individual plants varied 
from'$52,313 to $5,900. In Table 2 is shown that the average assets of these 
creameries were approximately $9,000 less than they were in 144 creameries selected 
from all parts of the state. 
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Table 2 - Asset Values of Nine Watonwan County Creameries Compared with 144 
Creameries Selected from All Parts of the State, as of December 31, 1937 

Current Assets: 

Cash 
Accounts Receivable - Patrons 
Accounts Receivable - General 
Butter Inventory 
Other Products Inventory 
Supplies Inventory 
Prepaid Expenses 

Total Current Assets 

Investment Assets: 

Certificates of Indebtedness, 
etc. 

Stocks, Bonds, etc. 

Fixed Assets: 

Land 
Buildings $11,801.77 

Reserve for Dep.Bldgs. 
Buildings (Net) 

22925.55 

Machinery and Equipment $ 6,801.02 
Reserve for Dep.M. & E. 3,470.76 
Machinery & Equip.(Net) 

Office Equipment $ 114.54 
Reserve for Dep. o. E. 51.99 
Office Equipment (Net) 

Total Fixed Assets 

Other Assets: 

Cash in Closed Banks 
Other Miscellaneous 

Total Other Assets 

Total All Assets: 

Watonwan County 
Creameries 
Average 
value 

$ 2,082.39 
281.34 

2,698.52 
135.28 
187.24 
519.22 

24.97 

$ 5,926 .. 96 

$ 846.65 
319.62 

% of 
total 
value 

10.0 
1.4 

13.0 
.7 
.9 

2.5 
--!l 

28.6 

4.1 
1.5 

. $ 1. ;106.·27 . 5. 6-

$ 1,002.84 4.8 

8,876.22 42.8 

3,330.26 16.1 

62.55 ~ 

$13,271.87 64.0 

$ 360.66 1.7 
1.51 .l 

$ 362.17 1.8 

$20,729.27 100,0 

$14,430.33 
4!064.10 

$11, 694.10 
5!809.77 

$ 327.36 
174.00 

144 Creameries 

Average 
value 

$ 2,906.63 
654.36 

3,630.04 
583.53 
663.38 

1,012.28 
87.56 

$ 9,537. 78 

$ 1,854.61 
190.07 

% of 
total 
value 

9~9 
2.2 

12,4 
2.0 
2.3 
3.4 
.3 

32.5 

6.3 
.7 

$ 2,044.6a · 7.o·"' · 

$ 952. 52 3.2 

10,366.23 35.4 

5,884.33 20.1 

153.36 .5 

$17,356.44 59.2 

$ 308.27 1.1 
70.77 ~ 

$ 379.04 1.3 

$29,317.94 100.0 
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Of the total assets of these creameries 64 per cent were invested in fixed 
assets in the form of land, buildings, and equipment. Buildings at their net or 
depreciated value constituted 42.8 per cent of all assets. The most highly valued 
creamery building in the county was carried on the books at a net value of $26,503. 
It appears that some creameries are overbuilt with the consequent result of poor 
plant utilization and higher operating costs. 

The net depreciated value of the equipment in these plants constituted 16.1 per 
cent of the ·total capital. It will be observed that this equipment is carried at 
slightly less than half of its original value, which indicates a relatively high 
degree of depreciation and a growing need of replacements. 

The operating capital of these creameries, including cash, receivables, and in
ventories, represented 28.6 per cent of the total capital or $5,g29 per creamery 
(Table 2). This is considerably less operating capital than the $9,538 held by the 
average plant over the state. Cash constituted 10 per cent of all the assets. 
General accounts receivable, which comprised 13 per cent of the total investment, 
included amounts due from local retailers and agencies to which butter is shipped. 

Sources of Capital 

Of the total capital of these creameries $7,798 per plant, or 37.6 per cent, 
was provided by creditors and $12,931, or 62.4 per cent, by the members of the as
sociations (see Table 3). Since 19.6 per cent of the capital represented amounts 
owned patrons on account, and since the largest proportion of patrons were also mem
bers, this amount may be considered as capital provided by members. This would 
bring the patron-member contributions to capital to 82 per cent of the total, or 
$17,015 per .cr£.a.lllery. -- ~-~-----

Table 3 shows th8t the average amount of capital provided by creditors on the 
basis of short-term notes is $1,482 which is considerably larger than_for 144 plants 
in all parts of the state. 

Borrowing on the basis of mortgages and long-term notes also was the source of 
more capital in this area than elsewhere in the state. The average amount of 
capital obtained in this way was $1,611 per plant or 7.8 per cent of all capital. 

Three creameries are entirely out of debt, while the indebtedness of the other 
six ranges from $1,250 to over $10,000. In most cases there is no special provision 
for repayment of the loan. In one case the provision is for a repayment of $1,000 
per year. In the case of the loan from the Bank for Cooperatives the monthly repay
ment is two per cent of gross sales. Borrowed funds have been obtained in various 
ways ranging from unsecured notes to a mortgage on the property. In one case the 
funds were obtained on a note endorsed by the directors. This is considered to be 
undesirable since it shifts the financial responsibility from all the members where 
it should be to the few directors who did the endorsing. 

Caoi tal Provided b;y Members 

In Table 3 is shown clearly that members have furnished the largest proportion 
of the capital of these associations through the purchase of stock and the creation 
of surplus and net worth reserves. 

Slightly over 31 per cent of the capital, or an average of $6,464 per associa
tion, was obtained from the sale of capital stock. This compares very favorably 
with the average creamery in the state. 
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Alt~ough the capital provided from surplus in these creameries is large, amount
ing to $6,142 per association, it is only about half the amount provided from this 
source by other cooperative creameries (see Table 3), Apparently the creameries in 
this county have not had as many opportunities to retain annual earnings in a per
manent surplus account. Probably these creameries have not as generally financed 
their needs by large butterfat deductions which have not been allocated to the 
credit of member capital accounts. 

Table 3 - Liability and Net Worth Values of Nine Watonwan County Creameries 
Compared with 144 Creameries Selected from All Parts of the State 
as of December 31, 1937 

Current Liabilities: 

Accounts Payable - Patrons 
Accounts Payable - General 
Short-term Notes Payable 
Accrued Expenses 

Total Current Liabilities 

Fixed Liabilities! 

Mortg-ages, Bonds- and 
Long-term Notes Payable 

Total Liabilities 

Net Worth: 

Capital Stock Outstanding 
Surplus 
Reserves 
1937 Earnings 

Total Net Worth 

Total Liabilities and Net Worth 

Watonwan County 
Creameries 

Average 
value 

$4,084.41 
323.13 

1,481.67 
297.90 

$6,187.ll 

$1,611.11 

$7,798.22 

$6,464.44 
6,141.65 

300.81 
24.15 

$12, 931 •. 05 

$20,729.27 

Financial Ratios 

TCf 
total 
value 

19.7 
1.6 
7.1 
1.4 

29.8 

37.6• 

31.2 
29.6 
1.5 
~ 

62.4 

100.0 

144 Creameries 

Average <'/, of 
value total 

value 

$5,410~78 
708.96 

1,025,02 
566.17 

$7,710.93 

$1,257,20 

$8,968.13 

$6,623.44 
12,401.81 

495.11 
829,45 

$20,349.81 

$29,317.94 

18.5 
2.4 
3,5 
1.9 

26.3 

30.6 

22.6 
42.3 
1. 7 
2.8 

69.4 

lQ.Q.:.2 

The current ratio, which is the ratio of current assets to current liabilities 
and which is a commonly used indicator of the current solvency of a business is very 
low for this group of creameries. A cooperative creamery should have current assets 
at least equal to current liabilities, and a current ratio of 2 to 1 is recommended. 
In four cases the current ratio was below a 1 to 1 relationship indicating a press
ing shortage of working capital and limited debt paying ability. Four creameries 
had ratios over a 1 to 1 basis but only two had a better than 2 to 1 ratio. The low 
current ratio is the result of a highly competitive situation in some cases, and due 
in general to poor financial direction. Such a situation should be corrected since 
it is costly and generally unsound. 
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PATRONAGE AND VOLUME OF BUSINESS 

The efficiency of a creamery is highly dependent upon its volume of business. 
It is a well-known principle that as the volume of production is increased to the 
point of maximum capacity of plant, labor and management, the per unit costs of 
operation tend to decline. As previously indicated, few cooperative creameries in 
the county have expand.ed, or have any chance of expanding their volume to a point 
of maximum capacity under present circumstances. Important operating gains and 
lower costs per unit could be obtained if the volume per plant could be increased. 

Factors Making for a Change in Supply 

The supply of butterfat available for a particular creamery i~ generally speak
ing, determined in two ways: 

1. The amount of butterfat produced in a specific territory. 

2. The patronage that such a creamery can get from that territory. This again rests 
upon a number of considerations, such as: 

a. The interests of producers in a cooperative creamery - involves the ability 
of the creamery management and producers to work together. 

b. The number of competing butterfat buyers serving the community and the compe-
titive practices they have adopted. 

c. Assembling methods offered producers by the various buyers. 
d. Butterfat buying policies. 
e. Sideline and other services. 
f. Location of the trading center for the area. 
g.-Prices paid for butterfat - no doubt the strongest single -Influence. 

Patronage Relationships 

In 1937 the total number of patrons for these nine cooperative creameries of 
Watonwan county was 1224 or an average of 136. The range was from 76 to 275 patron~ 
The number of stockholder patrons was 870 which is slightly in excess of 71 per 
cent of the total number of patrons for these cooperatives. One creamery had more 
non-shareholders than shareholder patrons while another creamery had an equal number 
of each. 

There seems to have been a gradual and continuous decline in the number of 
patrons delivering cream to these nine cooperative creameries. In 1932 the total 
number was 1286, in 1935 it was 1256 and by 1937 had declined to 1224. 

Maintaining Cooperative Loyalty 

A considerable portion of the patronage of these creameries is ·provided by pro
ducers who are cooperatively minded and who prefer the cooperative method as an 
equitable way of marketing. In many instances this loyalty to the cooperative move
ment outweighs the price incentives competing butterfat buyers may offer. 

In connection with the maintenance of loyalty to cooperatives it must be 
pointed out that cooperative organizations, such as these creameries, are business 
organizations. If such organizations expect to maintain their patronage it is 
necessary that they operate their business as efficiently and effectively as the 
competitors. A temporarily higher price. offered by competitors as a means of 
tempting patrons of cooperative organizations to sell to them, must be clearly dis
tinguished from more permanent higher prices arising from greater efficiency of 
operation. 
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Assembly Methods and Competition 

One creamery reported three deliveries of cream per week in summer as well as 
in winter, while all others reported four deliveries per week in summer and three in 
winter. The major portion of the cream going to these creameries is still delivered 
by individual or groups of patrons. The largest amount reported as coming in by 
truck was 30 per cent. With one exception all creameries have truck routes •. The 
earliest two .routes were established in 1927 and the remainder all since 1931. 
Three creameries have only one truck route, three have two and two have three. The 
variation in these truck routes is indicated by the range in total route mileage per 
creamery of approximately 15 to 135 miles. Although less than an average of 25 per 
cent of the volume per creamery is hauled by truck, there seemed to be a definite 
feeling that truck routes are necessary. The reasons given were: 

1. It prevents the loss of patrons who would otherwise sell to neighboring cream
eries that do provide truck service (in most cases this is definite competition 
between cooperative creameries). 

l 

2. It provides a means of meeting the competition from centralizers, who operate 
trucks in the county. 

3. Patrons want the service and are willing to pay for it. 

None of the creameries owned their own truck. Two creameries paid the haulers, 
and charged the patrons 1~¢ per pound of butterfat for hauling. All other cream
eries operated on the basis of 2¢ per pound. There was some feeling that it is more 
difficult to maintain quality during the summer when cream was hauled in a truck 
over the route. In one case a covered truck bo;dy is used to good advantage. In a 

-f-ew--cases a; long· truck rout·e that is foTTowea· r.n tlie wln:for•;- ·1s 15rok"en into two -
routes during the summer months. The quality problem has definitely arisen out of 
an attempt to solve another problem, that of meeting competition and giving addi
tional service, and needs careful consideration for solution at the present time. 

It was indicated in a number of cases that there was considerable competition 
from other cooperative creameries both from within the county and from outside. 
Such competition is evident in many different parts of the county. In the marketing 
picture for the county as a whole, however, other factors need to be considered. 
When one creamery expanded into the territory of another it very likely lost busi
ness somewhat simultaneously elsewhere since the percentage of the total butter 
manufactured by these nine creameries did not change drastically between the years 
1933-1937. These percentages are given in Table 4. 

Table 4 - Percentage of Butter Manufactured by Each of Nine Cooperative Creameries 
in Watonwan Count;y: - 1933-1937 

Total Pounds of Butter 
Manufactured by All 9 PercentQge of Total Manufactured b;y: Various Creameries 

Year Cooperative Creameries A B c D E F G H I Total 

1933 2,807,251 10.3 16.7 7.9 7.2 10.0 5.7 7.0 10.6 24.6 100.0 

1934 2,554,220 9.7 17.0 7.6 6.8 9.8 6.3 7.0 10.7 25.1 100.0 

1935 2,304,407 9.4 17.3 7.8 7.4 9.5 6.5 6.5 10.7 24.9 100.0 

1936 2,364,717 8.0 17.5 8.3 7.8 9.4 6.2 6.9 11.0 24.9 100.0 

1937 2,212,047 8.9 16.6. 8.9 7.4 9.3 6.4 6.6 10.5 25.3 100.0 
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What is much more significant than the percentage of the total volume manu
factured by each creamery is the decided decrease in the total volume during this 
period. From 1933 to 1937 the volume dropped approximately 600,000 pounds or an 
amount greater than the volume manufactured by the largest of these nine creameries 
during 1937. This decreased total volume is partly due to the drouth conditions 
of 1934 and 1936. A more important reason however is that large dairy manufacturing 
plants outside of the cou.nt•· find it desirable to operate trucks for picking up 
cream on long routes. in ah effort to do large-scale manufacturing. The added 
transportation cost in procurement seems to be more than offset by the lowered 
manufacturing cost with the larger volume. This puts these organizations in a 
strong competitive position with the local cooperative creameries. 

There are an excessive number of trucks operating in several parts of Watonwan 
county, particularly the south central and northeastern sections, and the competi
tion for the farmers' cream is unusually severe. There is considerable overlapping 
of cooperative creamery routes; however. the overlapping of the private routes with 
the cooperatives is more severe. When it is observed that as many as five organiza
tions follow the same road with their trucks and in some cases backtrack.on that 
same :road, the wastes and high procurement costs of such a system become evident. 
Since the producers' price is the consumere' price minus marketing costs, such ex
pensive methods eventually reflect back to the producer in lower butterfat returns. 
The only way to avoid such duplication of services and outside competition is to 
develop gre::~ter efficiency in the marketing system within the county. Adjustments 
that will allow for large volume production, full utilization of plant capacity and 
lowered costs are needed. A failure to make readjustments in the cGunty may result 
in further expansion of truck routes by outside organizations, a further reduction 
in volume in the plants now operating in the county, a further jeopardizing of ef
ficiency in these plants and finally a lower net price for butterfat producers in 
the county. A ;failure to make readjustments may likewise result in fu.fther --in:=--- ---~·

creased competition between cooperatives, as outside competition becomes more severe, 
and as the total volume available for cooperatives becomes still less. 

Butterfat Buying Policies 

All treameries employ a pooling basis of settlement. The usual pool period in 
the county is one month; payments being made between the 20th and 25th of the fol
lowing ·month. Two creameries also bu;{ for cash, one paying a cash price of one cent 
below the contemplated pool price, and the other meeting the local cream station 
price and forwarding any further net return to the seller at the end of the pool 
period. In the latter case cash purchases are not discriminated against in price. 
All creameries made cash advances to their patrons. Seven indicated that their al
lowances frequently went up to 100 per cent of the amount patrons had corning. In a 
few cases it had even exceeded that amount. In one case the allowance to patrons 
was supposed to be two-thirds of the total and in another three-fourths, yet in both 
cases it was indicated t;hat allowances frequently exceeded that figure. In general 
it seems that ti'1e amoc.u•t of such allowances has been rather arbitrarily determined 
depending somewhat upon the security of the individual making the unusual requests. 
The general opinion seemed to be, that cash advances and cash payments were burden
some because of the extra clerical cost involved, the greater risks of market fluc
tuations which the association had to assume, and the necessity of having a larger 
amount of operat:\.ng capital. Cash prices also led to a more unstable patronage 
situation since JK,,trons tend to look more at the day to day price advantage rather 
than to long ruri benefits from their cooperatives. In spite of these objections, 
however, the opinion was unanimous thcit such procedures were necessary in order to 
meet the competition of other type of buyers who were offering these services. 

A problem encountered in pooling is that of distributing equitably the cost of 
operations to the product hauled in the pool period. The allocation of certain 
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costs such as taxes, insurance, management, and depreciation makes this problem even 
more difficult. In all cases these creameries followed the correct procedure of 
distributing expenses more or less over the period during which the materials and. 
equipment were to be used. A partial exception to this in one case was the alloca
tion of nearly one-half of the cost of a refrigerator unit to one year's business. 

There is considerable lack of uniformity, however, in methods of determining 
the price to be paid patrons for butterfat. In some cases the average total cost of 
manufacturing a pound of butter the previous year is used as a flat rate for cover
ing expenses for the pool period. In other cases this is supplemented by a special 
deduction as a sinking fund. In some cases such expenses are arliitrarily determined 
by the board of directors or by the secretary and operator of the creamery. These 
11 expenses 11 are then deducted from the gross returns to determine the amount avail
able to patrons. A serious attempt is being made by most creameries to stay in line 
with the price paid by other cooperative creameries and private buyers in an attempt 
to meet competition. It is evident that some boards of directors have shaved down 
the so-called 11 actual expenses 11 at times merely in an attempt to meet the competi
tion. In a number of cases no allowance is made for depreciation of buildings and 
equipment while in a few other cases the a.mount allowed is not equal to the actual 
depreciation incurred. 

The price difference between various grades of cream is in all cases determined 
arbitrarily by the board of directors. In six creameries the price difference 
between sweet cream and No. 1 is 2¢ per pound. In two creameries it is only 1¢ per 
pound and in one creamery a difference of 3¢ is maintained. With the exception of 
one creamery the sweet and No, 1 cream is churned separately. A few of the cream
eries reported that they do not receive any No. 2 cream. None of the creameries re
ce1 v1ng No. 2 cream churned it. Such cream was sold to local cream stations or 
shipped out dirElc-tly. ------------ ·--- - -·-·----·~-~~~=---

MEASUREMENT OF CREAMERY EFFICIENCY 

Patrons of a cooperative creamery usually measure the general economic effi
ciency of their organization by the price which it pays for butterfat. These pay
ments are not always a reliable measure, however, because some creameries pay their 
patrons more than is warranted by their annual receipts, while others retain consid
erable amounts of capital expansion. The measure of general economic efficienpy 
used in this study, therefore, is the net return available for the payment of each 
pound of butterfat handled. This figure, or index of general economic efficiency, 
was determined by taking the actual paJrments made to farmers for butterfat, adding 
to these payments any cream hauling charges absorbed by the creamery, and then add
ing the next gain (or subtracGing the net loss) per unit reported for the year in 
the adjusted operating statement. In this form the index indicates what the cream
ery could have paid per :pound of butterfat delivered at the plant without affecting 
the &~ount of its net worth in either direction. 

What a creamery can pay for butterfat is determined mainly by the efficiency of 
its (a) manufacturing and (b) marketing operations. The most satisfactory measure 
of creamery manufacturing efficiency is the cost of manufacture per pound of butter 
made. The efficiency of the marketing operations of a creamery is reflected by the 
net price received per pound of butter sold, 
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MANUFACTURING OPERATIONS 

Labor and Management 

Differences in the manufacturing efficiency of creamery plants depend to a 
large extent upon variations in the administration of labor and management. Labor 
and management costs in Watonwan county creameries represent 36.9 per cent of all 
operating costs. In a total operating cost of 3.047 cents, the average labor cost 
of these crearaeries was 1.124 cents per pound of butter made (see Table 5). In 173 
cooperative creameries selected from all parts of the state, the average per unit 
labor cost was only 0.924 cents, and below the average for this county (see Table 
5). 

There is a considerable variation in the labor costs of individual creameries, 
because of the widely varying conditions under which they operate. In one plant 
in the county these costs were as low as 0.895 cent a pound. In another plant, 
labor costs reached an upper limit of 1.558 cents a pound. 

Some of the more important factors responsible for these labor cost variations 
are: 

1. Differences in the volume of output, 
2. Differences in the amount of labor employed and its utilization, 
3. Differences in the rate of wages paid to employees. 

The analysis of the labor costs of these plants shows that the larger volume 
plants tend to have lower per unit labor costs than the plants with a lower volume. 

The a'V'era.ge -wage { i-n-chtd·ing C01llmis-sions) pa:tn tire Operator i:rr-this-'i:~ounty was __ _ 
$1,929. One operator received as little as $1,200 annually, while at the other end 
of the scale one received more than twice that amount in salary and commissions. 
Operator salaries in Watonwan county conform closely to the average for the state. 
The monthly wage of first helpers ranged from $40.00 to $110.00. 

Creamery operators in the county are paid according to two principal methods: 

1. The straight salary and 
2. A salary with a commission based on output. 

Three operators were paid on a straight salary basis. Six were employed on the 
salary and commission plan. The type of salary plan used varied considerably, no 
two plants were paying their operators on exactly the same basis. All but three 
plants in the county provided their operators with butter and cream at no charge. 

Creamery Manufacturing Expense 

Variations in manufacturing expenses, other than labor, account for a large 
proportion of the variation in the total per unit operating costs of the creameries 
in this county. The average of these expenses including such items as packing sup
plies, salt, fuel, power, light, taxes, insurance, and depreciation (see Table 5) 
is 1.593 cents per pound of butter made, or 52.3 per cent of total operating costs. 
The manufacturing expense of the individual creameries in the county varied from a 
low of 1.027 cents per pound to a high of 3.073 cents, a spread of approximately two 
cents. It will be observed that the per unit manufacturing expense in this county 
is slightly above the average of 1.499 cents a pound in 173 creameries selected from 
all parts of the state (Table 5). 
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An important factor accounting for the variation in the manufacturing expense 
of these plants is the difference in their volume of output. The plant with the 
largest volume had the lowest manufacturing expense, while the plant ·with next to 
the smallest output incurred manufacturing expenses amounting to 3.073 cents a 
pound. 

Other factors accounting for variations in manufacturing expenses were the use 
made of the various cost elements and the prices paid for these items. By examin
ing the various component elements of manufacturing expense, some of these varia
tions may be pointed out. 

Supplies--The per unit outlay for packing supplies varied from 0.499 cent to 
0.206 cent per pound. The plants with a large volume of local sales tended to have 
a higher per unit packing expense. Some of the creameries were apparently able to 
effect better purchasing arrangements than others, thereby keeping their supply ex
penses at a low level. Some creameries obtained supplies at lower prices because 
they purchased in quantities, meriting discounts. Some creameries achieved the same 
adva,ntage by pooling their purchases with neighboring creameries. This desirable 
practice, however, is more limited in this area than in certain parts of the state. 
Six creameries in the county purchased the largest proportion of their supplies 
through the cooperative supply department of the Land 0 1 Lakes organization, 

The kind of container used in shipping butter explains some of the variation 
in packing expense. Two creameries were shipping butter in fiber boxes, and the re
mainder in fiber and wooden tubs. The per unit package cost of the former group 
averaged slightly lower than the latter. 

Fuel, power, light, water, aml refrigeration--In the use of fuel, power, and 
refrigerat·ion, the· la-rger volume plants in the county- nave an a.dvantage~·ovBi' the 
smaller plants. The larger plants generally have an opportunity to utilize their 
fuel and power more effectively than the smaller plants. 

All of the creameries in the county used coal as fuel. Coal prices varied from 
$7.75 to $9.00 a ton, depending upon the quality used, methods of purchase, the lo
cation of the creamery and distance to trackage. It will be noted that the per unit 
fuel costs in this county are only slightly above those for 173 plants located in 
all parts of the state. 

All of the creameries used electrical power. Electric rates per kilowatt hour 
varied considerably between creameries depending on local rates and quantities used. 
Power rates per kilowatt varied from 6.3 cents to 1.5 cents, depending on the quan
tity used. Most creameries reported their average power rate to be in excess of 4 
cents per kilowatt. The average power, light, water, and refrigeration cost of 
0.216 cents per pound is distinctly in excess of the average for the same items in 
173 creameries. 

Building and equipment expense--Building and equipment expense, including taxes, 
insurance, repairs, and depreciation, represents 17.6 per cent of operating costs in 
this area. These items vary greatly because of d.ifferences in volume, cost rates, 
location, size of facilities, and utilization. Such costs are relatively fixed, 
hence the cost per unit decreases rather significantly as volume increases. 

The annual taxes (exclusive of social security taxes) varied from $79.00 per 
plant to $1,010. The average tax per plant was $312.00. The per unit outlay for 
taxes varied from 0.034 cent to 0.272 cent. 

The annual cost of insurance ·averaged $128.00 per plant. In per unit terms, 
insurance expense amounted to 0.052 cent and ranged from 0.028 cent to 0.105 cent. 
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All but two of the cooperative creameries in Watonwan county were making a pro
vision for the depreciation of their facilities. Creameries are often tempted to 
neglect this intangible expense when pressed by serious competition. Failure to 
provide for depreciation leads to an understatement of costs and an overstatement of 
the amount earned on each pound of butterfat handled. Creameries neglecting their 
depreciation charge should recognize that such a policy a.mounts to paying out part 
of the capital to the patrons in higher butterfat prices. Since such a policy gives 
the producer higher butterfat prices than those justified by efficiency of operation, 
it may serve as an unfair competitive device. In order to keep the costs of these 
plants on a comparable basis in this analysis, an average rate of depreciation wa~ 
taken on the fixed assets of the creameries which had not provided for this item in 
their operating statement. 

The ratio of the pounds of butter made to the investment in fixed assets shows 
that most of the Watonwan county creameries are not effectively utilizing their 
plant facilities. The average ratio for 173 creameries in all parts of the.state is 
approximately 18 pounds of butter manufactured per dollar invested in fixed assets.l 
The ratios of the various plants in this county are as follows: 5.1, 6.8, 8.7, 
11.4, 12.8, 14.3, 22.7, 26.2, and 37.7. Only three creameries in the county exceed 
the average ratio for the state and the remainder are considerably below. This 
ratio reveals one of the basic problems confronting the creameries of the county. 

General and Administrative Expense 

General and administrative expense consisting of directors' fees, office 
salaries, office supplies, telephone, auditing, advertising and donations amounted 
to 0.284 cent per pound,. or 9. 3 per cent of all operating costs. General and ad
ministrative expenses varied from 0.140 cent per pound to 0.586 cent (see Table 5). 
The av.erage outlay ·fo-r-thi-s-purpose- was- -$598·per·cre-amery;· ·· · - --------

Office salaries, amounting to $303 per creamery, represent the largest item in 
this group of ez.penses. The outlay varied from $150 to $880. These salaries con
sisted mainly of payments to the operator, the bookkeeper, or other creamery of
ficials for their services in keeping the accounts and records of the association. 
The outlay for bookkeeping varied with the number of patrons served, the volume of 
local sales, the amount of sideline and market milk sales, and the detail with which 
the fundamental accounting records were kept. The operator or manager kept the books 
in two creameries, the secretary in six, and a regular bookkeeper in one. 

A study of the accounting systems in this group of creameries revealed a con
siderable need for improvement if the records are to serve as an effective tool in 
increasing the efficiency of operations and the net returns paid the farmers. At 
least three creameries had not adopted a complete double entry system. A complete 
monthly operating statement is a minimum accounting necessity in any business. How
ever, only three plants in the county reported keeping monthly operating statements. 
Since the average outlay for record-keeping purposes in this county is below the 
state average, the creameries in this area could well afford to pay more for the 
services of someone well-trained and proficient in thi·s line. 

Only four creameries in the county have their books audited regularly by pro
fessional auditors. Four more plants reported periodic audits by members of the 
board or other local people. One plant reported no audits. The outlay for a re
liable audit is considered as an investment paying large dividends by every success
ful organization in any line of business. An audit is not merely a check on the 

1see Koller and Jesness, "Minnesota Cooperative Creameries", Minnesota :Bulletin 333. 
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honesty of creamery officials; its most important value is the aid which it provides 
to those responsible for the management of the business. Some auditing services . 
offer an excellent analytical service with their audits which creamery officials in 
various parts of the state claim has saved their associations hundreds of dollars. 
Since the audit outlay in this county is only half of what it is for the state as a 
whole, the plants here could, with advantage, consider the adoption of this improve
ment. 

Interest on Loans 

Because of the strong financial position of most of the creameries in the 
county, interest payments a.mounted to only 0.046 cent a pound, or 1.5 per cent of 
total operating costs. The per unit interest charge varied from zero in three 
plants free of debt to 0.168 cent a pound in one plant having a considerable debt. 

Total Costs 

The total operating cost of this group of plants is 3.047 cents a pound (Table 
5). The range in the total costs of these nine creameries is as follows, from low 
to high: 2.121, 2.663, 2.664, 2.987, 3.028, 3.390, 3.796, 3.931, and 4.933 cents 
per pound. It may be pointed out that the plant with the largest volume of 559,848 
pounds incurred the least cost per unit, while the smaller volume plants had the 
highest costso 

The 1937 total per unit operating costs of 3.047 cents of the Watonwan county 
creameries is higher than the average cost of 2.733 cents of 173 creameries selected 
from all parts of the state. The average cost of the 30 highest return creameries 
selected from the aforementioned group of 173 plants is considerably below the aver
age for the county. One of the most important explanations of the higher cos-ts-er±' 
operation in this area is the lower average volume of output. The Watonwan county 
plants manufa.ctured an average of 245, 733 pounds of butter in 1937 as compared with 
359, 304 pounris for the 173 plants and 558, 885 pounds for the 30 highest return or 
most efficient plants. 

MARKETING OPEBATI ONS 

The efficiency with which creameries market their butter is reflected in the net 
price received. The average price received by these nine creameries for all butter 
sold in 1937 was 32.811 cents a pound. This compares with an average price of 
32.939 received by 173 plants in all parts of the state, and an average price of 
33.451 received by 30 plants showing the highest average return for butterfat. Aver
age net prices received for butter by individual creameries in the county for 1937 
ranged from high to low as follows: 33.393, 32.992, 32.862, 32.779, 32.520, 32.516, 
32.401, ~20288, and 32.168 cents per pound. It will be observed that only two cream
eries received butter prices exceeding the average of 173 plants in all parts of the 
state. 

Some of the more important factors giving rise to these variations in butter 
prices are: Differences in (1) the volume of output; (2) markets in which butter is 
sold; (3) transportation costs; (4) sales outlets; (5) methods of packaging; (6) 
kind of butter; (7) quality of butter; and (8) variation in seasonal production. 

Effect of Volume of Outuut on Price 

The larger volume plants in the county tend to receive a higher price for 
butter sold. The two plants with the largest volumes received the highest prices fer 
butter as indicated. 
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Table 5 - Operating Costs of Nine Watonwan County Creameries Compared with 173 
Creameries Selected from All Parts of the State, 1937 

Watonwan County Creameries Average Av. of 30 
Your Average of 173 highest 

Items cream- of 9 High Low cream- return 
ery plants plant plant eries crys. 

Volume (lbs. of butter mfgd.) 245,733 559,848 142,004 359,304 558,885 

Operating cost items: 

Manufacturing expense: 

Packing supplies .344 .499 .206 .376 .323 

General supplies .221 .532 .040 .194 .1'64 

Salt .030 .042 .020 .034 .030 

Fuel .202 .379 .089 .195 .176 

Power, light, water, refrig. __ .216 .372 .141 .147 .126 

Social security taxes .042 .069 .027 .039 .038 

Troces .127 .272 .034 .099 .075 

Insurance .032 .105 .028 .047 .037 

Repairs .086 .299 .ooo .090 .092 

Depreciation - buildings .llO .218 .017 .094 .077 

Depreciation - equipment .163 .785 .049 .169 .136 

Miscellaneous .014 .022 

Manufacturing expense total 1.593 3.073 1.027 1.498 1.296 

Labor and mgt. expense 1.124 1.558 .895 .924 .847 

General and administrative exp. __ .284 .586 .140 .287 .257 

Interest on loans .046 .168 .ooo .023 .008 -- --
Total operating cost 3.047 4.933 2.121 2.732 2.408 

Effect of Market Outlets on Price 

Some variations in price received for butter may be explained. by differences in 
the markets 1n which it is sold. According to Table 6, these creameries sold 9.2 
per cent of the butter to their patrons, 7.8 per cent to other local customers, and 
83.0 per cent was shipped. 



Market 

Local 

Patron 

Shipped 

Total 
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Table 6 - Butter Sales of Nine Watonwan County Creameries, 1937 

Value 

$60,105 

72,003 

593, 145 

$725,253 

Pounds 

172,441 

203,711 

1,834,278 

2,210,430 

Qu.a.ntities 
Per Ce:nt 

7.8 

9~2 

83.0 --
100.0 

Butter sold locally--Creameries generally have a considerable price advantage 
in selling butter locally. From Table 7 it may be seen that Watonwan county cream
eries netted 2.518 cents more per pound on local sales than shipped sales. By sell
ing locally, freight charges and other selling charges involved in shipping butter 
may be avoided. The average price received by each creamery for butter sold locally 
each month during 1937 and 1938 is shown in Appendix A. 

The proportion of butter sold to loqal customers other than patrons varied from 
0.12 per cent in one plant to 22.8 per cent in another. Only three plants sold more 
than 10 per cent of their output locally. 

Butter sales to patrons--According to Table 7 there was an average advantage of 
3.009 cents a pound in selling butter to patrons as compared with that obtained by 
shipping. It will be observed that the creameries in this county like cooperative 
creameries selected from all over the state net more on their patron butter_s_a.1.e_a -
than on other local sales. 

Most of the creameries were basing patron butter prices on butterfat prices. 
Usually patron butter was sold at two cents below the sweet cream butterfat price 
for the pool period. 

Shipped sales--Since the largest proportion of the butter in all of the coop
erative creameries in the county is shipped, it is variation in this portion of the 
sales which largely determined the net price received on all butter. Average net 
receipts on butter shipped by creameries in the county during 1937 varied from high 
to low as follows: 33.202, 32.333, 32.225, 32.147, 32.049, 31.994, 31,851, 31.600, 
and 31.547 cents a pound. 

It will be observed that only one creamery in the county received an average net 
price on butter shipped which exceeded the average net price of 32.645 cents per 
pound received for butter shipped by 173 creameries selected from all parts of the 
state. The creameries of the county should analyze this matte! in greater detail in 
order to determine the factors responsible for this situation. Factors such as 
methods of quoting prices on butter, transportation charges, quality of butter, and 
sales outlets should be studied in order to effect improvements. 

The tYPical freight rate paid for butter shipped to New York from Watonwan 
county creameries was approximately $1.50 per hundredweight. One creamery reported 
an average rate of $1.32. Analysis of this problem will reveal economies which can 
be obtained by other creameries in the county. 

There is still room for the improvement of the quality of Watonwan county 
butter, although a high average has thus far been attained. All but one creamery 
reported selling from 80 to 90 per cent of their output on a 93-score basis. 
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Six of the nine cooperative plants in the county sell their product through the 
Land 0 1 Lakes organization. One creamery sold to A & P stores; 9ne to Armour and 
comproiy; and one to Bickley and Sons, a Philadelphia dealer. 

The average price received for butter shipped by the various creameries during 
19~? and 1938 is shown in Appendix B. 

Prices received on all butter--Appendix C shows the monthly variation in the 
average price received from the sale of all butter by the various plants. It will be 
observed that the net price received by creamery No. 1 is generally above that for 
other plants in the county. 

By-Product Sales 

Thi:: : 1,u_,n,e ._,: .. ~:. ved from the sa.le of butter was supplemented in varying amounts 
by the sale of Hep.id buttermilk. The average income per year from this source was 
$604 for each creamery as compared with an average of $1094 obtained from this source 
by plants all over the state. All of the creameries in the county were selling the 
largest proportion of their b~ttermilk to local farmers at prices varying from 20 
cents to $1.50 per barrel. None of the plants had facilities for drying this pro
duct. Most of the plants had too small a quantity of this product to warrant the 
installation of expensive drying equipment. An arrangement by which several, or all 
the plants in the area, combined their product for drying might be a profitable 
venture. 

Sideline Enterprises 

An important phase of creamery development in recent years has been the_r.a.tb.er 
large-scale adoption of sideline enterprises. 

The sideJi~e enterprises of the Watonwan creameries may be classified into 
three groups: ;1) M2rket milk and cream; (2) supply purchases for patrons; and (3) 
produce sales for patrons. Four of the creameries, those located in the larger 
towns of the county, had a considerable vol'\.Une of milk and cream sales to local cus
tomers" Table 7 shows, however, that the average milk and cream sales in the county 
are on1y $1,256 per plant as against $4,274 for 173 creameries over the state as a 
whole. 

All but one of the creameries of the county purchased supplies for its patrons. 
The supplies handled and the number of creameries handling each are as follows: 
dairy supplies, 6; cheese, 5; feed, 6; seed, l; and flour, 2. Only one creamery in 
the county handled poultry and eggs for its patrons. 

The total volume of sideline sales in the county was $45,946 which includes 
$11,305 of milk and cream sales. Of these total sales, feed sales account for 
$19,594 and cheese sales $5,268. Total sideline sales of the individual plants in 
the county range from $25 to $24,134. 

Net earnings on sideline enterprises varied considerably, depending upon poli
cies vii th reg':l.rd to selling prices and cost allocation. Two plants aimed to handle 
sideline business as near cost as possible. In the other plants the profit margins 
taken on sideline sales varied from a fraction of a per cent to 20 per cent. Net 
earnings on sidelines varied from a negligible amount in two plants to $1,640 a year 
in another plant. 

In general, the total volume of sideline sales and earnings from these sales han 
not reached the proportions in this county that it has elsewhere in the state. 
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Table 7 - Sales of Nine Watonwan County Creameries Compared with 173 Creameries 
Selected from All Parts of the State, 1937 

Butter sales: 

Watonwan County Creameries Average 
Your Average of 173 
cream- of 9 
ery plants 

High 
plant 

Low 
plant 

cream-
eries 

Av. of 30 
highest 
return 
crys. 

Volume of butter sales (lbs.): 

Shipped sales 

Local sales 

Patron sales 

All butter sales 

Price received (cts.per lb.): 

Shipped sales 

Local sales 

Patron sales 

All butter sales 

Other product sales: 

Milk and cream sales (in $) 

Buttermilk (liquid and 
powdered) (in $) 

203~809 504,734 

19,160 83,507 

22,636 46,730 

245,605 559,848 

32.337 33.202 

34.855 37.487 

35.346 35~945 

32 •. Bll. 33.393 

$1,256 $7,393 

$604 $1, 265 

114,170 306,775 475,511 

195 27,665 46,435 

12,461 24,515 36,173 

142,096 358,955 558,119 

31.547 32.645 33~194 

33.613 34.297 34.510 

33.593 35.082 35.462 

32.168 

$15 $4,274 $9,396 

$242 $1,094 $2,087 

RETURNS AVAILABLE ON BUTTERFAT HANDLED 

Variations in the efficiency with which these creameries have conducted their 
manufacturing and marketing operations are reflected in the net returns available on 
each pound of butterfat handled. The average net return of the Watonwan county 
plants in 1937 was 37.378 cents per pound of butterfat. The range of returns of 
this group of plants arranged from high to low is as follows: 39.085, 37 .. 852, 
37.368, 37.205, 37.054, 37.001, 36.606, 35.906, and 35.121 cents •. The difference in 
the returns of the highest and lowest plant in the county is 3.964 cents a pound. 
It is apparent that the butterfat receipts of farmers in this county could be in
creased greatly by changes and improvements in creamery operations. 

Appendix D shows the monthly variations in the prices paid for sweet cream 
butterfat by the various creameries in the county. The average price paid for all 
butterfat received by these creameries is shown by months in Appendix Eo 

The average butterfat return of 38,378 cents a pound for the Watonwan creameries 
may be compared with the average return of 38.102 cents a pound for 173 plants 
selected from all parts of the state. It will be observed that the average annual 



-20-

return of only one creamery in the county· exceeded the state average. The average 
return of the 30 highest return plants in the aforementioned group of 173 was 
39.533 cents a pound. None of the plants in the county had returns ~n excess of 
this average. These comparisons further emphasize the necessity of improving the 
manufacturing and marketing operations of Watonwan county creameries. 

CONCLUSIONS AND SUGGESTIONS 

This study has revealed that the cooperative creamery industry of Watonwan 
county is confronted with changes and economic problems common.to the industry in 
other parts of Minnesota. In several instances it was indicated that the problemsof 
cooperative creameries in this area are greater than elsewhere. Probably the pro
blems confronted are greater because the affected creameries have made relatively 
less progress in ad.justing their organizations and operations to the important dev
elopments which the industry has experienced in recent years. 

Manufacturing Operations 

The wide variation in operating efficiency of these plants suggests that much 
can be gained through improved plant operations. The principal obstacle to better 
manufacturing operations and lower per unit costs is that the volume of output of 
most of the plants is insufficient for the most effective use of the buttermaking 
facilities. The only permanent solution of this problem is the consolidation of the 
smaller plants. To make this change as painless as possible, it would be well to 
consolidate those plants first which are nearly depreciated and which could not be 
replaced except at great cost to butterfat producers in the area. Certainly no 
plants should be replaced or large expenditures made for equipment without first 
giving careful consideration to the advisability of consolidating some of the exist
ing units. With (four or five) less plants serving this area, plant costs could be 
considera:bly reduced. Beside the- adv:rll'l-tage -of---effi:ci-ene;r-, la:rgeT plani;s c-oulfr- ob
tain the advantage of flexibility in the manufacture of more than one product and 
the opp•rtunity for the further use of by-products. With more efficient plant opera
tions the remaining creameries in the county would find less competition from cream 
stations and other dairy plants entering the area from long distances for their 
butterfat supplies. 

A large share of the success of a creamery depends upon the efficiency of the 
operator-manager. Rapidly changing technological developments in the industry and 
increasingly complex business problems demand that cooperative boards employ only 
men of superior ability and training to manage their plants. Operators and other 
employees should periodically be required to supplement their training in order that 
the plant may benefit from the adoption of latest developments in the industry. 

The creameries of this county have not exhausted the economies to be derived 
from more effective purchasing arrangements. Ey working together in purchase pools. 
and otherwise, the costs of various supplies and services could be reduced further. 

Reliable accounting and statistical information is indispensable in efficient 
plant management. It must be re-emphasized that most of the plants in the county 
could effect important economies by adopting the recommended uniform accounting 
system for Minnesota creameries. 

Marketing Operations 

The fact that Watonwan county creameries are netting less than the average 
plant in the state on their butter, and especially on that portion which is shipped, 
suggests the urgent need for improvement in this direction. Each step in the 
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marketi~g process should receive careful analysis with the aim of correcting de
fects •. Quality of product ca.n be further improved. Transportation charges may be 
reduced. Sales outlets might be asked to cooperate in reducing butter marketing 
margins. 

Some marketing gains may also be obtained from the reduction of the number of 
plants serving the area. Various analy1es of butter marketing show that the larger 
plants enjoy an advantage in selling their products. 

Membership Relations 

With the improvement in highways and transportation facilities, butterfat pro
ducers have had opened to them several alternative outlets for their products. At
tractive prices and a wide variety of service inducements have frequently been of
fered to wean patrons from their cooperatives. Through sheer indifference and some
times through failure to operate efficiently, many cooperative creameries have lost 
patron members to other plants in their area. This study shows that most of the 
creameries of Watonwan county confront difficult membership problems. 

To solve the membership problem and thereby strengthen the cooperative status 
of their organizations, cooperative associations should make and follow definite 
plans to keep the ownership of stock or membership as nearly as possible in the 
hands of patrons. Patrons should be encouraged to become members, and members~ip 
should be made reasonably easy to acquire. Patrons who become stockholders in their 
cooperativcl tend to take a greater interest in the welfare of the organization. 

If the cooperative creameries of this county and throughout the state are to 
adjust their organiimtion and opeI'atione successfully and quickly to the ever
changing conditions in the industry, the understanding and support of well-informed 
memb8rs and creamery officials are necessary. It is of increasing importance that 
officers and members alike are kept informed concerning the economic problems facing 
the industry and the specific business operations of their association. A sound 
e~ucational program, informational literature, periodic accounting reports, and 
statistical comparisons are a vital necessity to the cooperative association 
seeking to maintain a position of leadership in the area it serves. 
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~pendix A - Prices Received for Local Butter - Watonwan County - 1937-38 

Month No.1 No.2 No.3 No.4 No.5 No.6 No.7 No.8 No.9 

1937 

Jan. 34.86 35.00 35.00 34.93 35.69 35.55 35a19 34.56 35.00 

Feb. 34.87 35.94 35.56 35.00 35.43 35.05 34.50 34,48 34.90 

Mar. 35.94 35.09 36.00 35.47 35.81 36.04 36.83 35.80 36.82 

April 33.87 33.11 34.66 34.00 34.59 34.02 33.41 33.28 33.98 

May 32.94 33.04 33.21 33.04 33.06 33.04 33.47 32.65 31.22 

June 31.86 31.09 31.88 31.84 32.18 31.99 31.36 31.42 31.92 

July 32.00 32.03 32.99 31.20 32.00 32.94 31.61 32.03 31.68 

Aug. 33.85 33.93 34.69 33.49 33.18 34.96 33.16 33.39 34.57 

Sept. 35.77 35.96 36.93 37.31 311.,14 36.97 35.83 35.60 36.46 

Oct. 36.86 36.99 38.80 37.62 36.35 38.00 36.95 36.77 36.04 

Nov. 39.61 38.94 42.26 39.·±5 .. u. 71 41.84 39.48 38.42 39.48 

Dec. 39.03 38.09 38.78 39.42 111.91 39.10 39.53 39.21 36.53 

1938 

Jan, 31±.87 311.13 35.63 37.24 36.99 3,1. 09 31.52 33,87 34.11 

Feb. 31395 32.94 31.83 34.42 3.~.06 31.02 30.92 31.36 31.07 

Mar, 31.00 30.09 30.51 34.25 32.33 29.36 30 .. 11 30.55 30.16 

April 28.90 27.22 26.92 30~00 30.23 25.07 27.69 26.58 27.25 

May 26.95 26.13 24.99 28.62 27.63 25.10 26.07 26.20 26~11 

June 26.65 26.04 26.45 28.12 27.84 25.08 25.04 25.71 25.93 

July 26.89 26.00 26.37 27.90 27.08 25.07 25.70 25.82 25.10 

Aug, 26.01 26.08 27.59 26.73 25,05 25.64 25.86 25,20 

Sept. 26,01 26Q08 25 .. 04 25.90 
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Ap~endix B - Prices Received for Butter Shipped - Watonwan County - 1937-38 

I 
Month No.l No.2 No.3 No.4 No.5 No.6 No.7 No.8 No.9 

1937 

Jan. 33.36 31091 32.07 31.94 31.76 31.41 32.44 31.91 32,23 

Feb. 33.66 32.41 32.47 32.30 32.14 31.54 32.51 32.40 32.65 

Mar. 34.33 32.41 32,41 32.40 32.32 31.60 34.11 32.29 33.39 

April 32.41 30063 30.92 30.59 30.68 30.29 31.15 30.89 31.09 

May 30.63 29.,62 29.63 29.38 29.24 29.21 30.50 29.42 29.50 

June 30.50 28.97 29.05 29.00 28.78 28.62 . 29.35 28.90 29.60 

July 30.97 29.47 29.23 28.81 29.22 28.91 30.08 29.32 29.91 

Aug, 33.12 . 31.35 30.95 31.23 30,72 31.09 31.21 31.08 35.87 

Sept. 35.09 33.65 33,17 33,67 33.04 33.48 33.35 33.77 34.19 

Oct. 35.71 34e48 33.91 33.43 34.20 34.69 34.45 34.29 34.79 

Nov. 38.92 37.48 37.48 37.44 37~25 37.72 36.60 37.52 38.13 

Dec •. 35,85 34.92 34,99 34.93 34.77 3,l,. 38 36.62 34.91 Z3.79 

1938 

Jan, 32.34 30.98 31.07 31.61 31.07 30.36 32,11 30.87 30.96 

Feb, 29.75 28.41 28.40 28.58 28.26 27.77 29.11 28,41 28.77 

Mar, 29.17 27,14 26.99 27.39 27.21 26.51 28.53 27,30 27.69 

April 26.04 24.25 24.ll 24.12 24.13 23.66 25.71 24.20 24,82 

May 25.25 23.54 23,42 23.37 23,47 22.96 24.37 23.28 23.81 

June 25.23 23,59 23,20 23.86 23.59 23.06 23.94 23,51 24.00 

' July 25.03 23.40 22.90 23.74 23.76 22.91 24.27 23,09 23.80 

Aug. 24.30 23.46 23.52 23-55 23,.04 24.38 22,96 23.80 

Sept. 24.50 23c64 24a40 23.40 
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Appendix C - Prices Received for All Butter - Watonwan County - 1937.-38 

Month l{o. l No.2 No.3 No.4 No.5 No.6 No.7 No.a No.9 
,, 

1937 

Jan, 33.50 32.17 32.35 32.51 32.92 31.72 32.86 32.55 32,41 

Feb. 33.?6 32,70 32,77 32,76 33,14 31.81 32,77 32,87 32,78 

Mar, 34.46 32.61 32.77 32,86 33.24 31.92 34,46 33.10 33,63 

April 32.54 30,86 31.34 31.19 31,82 30.60 31.47 31.55 31.28 

May 30,81 29,92 30.00 29,91 30.22 29.47 30,85 30.22 29,64 

June 30.60 29,16 29.34 29.42 29.67 28.82 29,58 29,51 29,76 

July 31.07 29.80 29.69 29,27 30,27 29.22 30,30 30.22 30,07 

Aug, 33,21 31,79 31.76 31.87 31.81 31.45 31.61 32,30 35,70 

Sep~. 35.19 34.11 34,08 34.77 33,76 33,82 33,91 34.81 34.50 

•ct, 35,88 35.0l 35.07 34.81 35.38 35.11 35.14 35,63 35,00 

Nov. 39.00 37.68 38.29 37.88 39,10 38,18 37,26 3?.89 38.31 

Dec. 36.16 35.22 35.44 35,73 36.93 34.79 37,C9 36.10 34,03 

1938 

Jan, 32.54 31.15 31,50 32.48 32.49 30.59 32.41 31,56 31,17 

Feb. 29.91 27.90 28.71 28.97 29.55 27.96 29.33 29.06 28,92 

Mar. 29.30 27.35 27.29 28.37 28.34 26,67 28,71 28.00 27.85 

April 26.25 24.48 24.37 25.30 25,54 23.74 25.95 24.94 24,99 

May 25.22 23.74 23,57 24.16 24.31 23,07 24,56 23.89 23.96 

June 25,33 23.80 23.55 24.48 24.64 23,16 24.07 24.02 24.13 

July 25.17 23.71 23.47 24.46 24.94 23,C7 24.48 24.01 23.97 

Aug. 24.46 23.85 out 24.46 24.75 23.21 24,59 23.97 23.95 

Sept. 21.64 24.09 out 24.53 211.57 
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.A.ppe niix D - Prices Paid for Sweet Cream Butterfat - Watonwan County - 1937-38 

Month No.l No.2 No.3 No.4 No.5 No.6 No.7 No.8 No.9 

1937 

Jan. 39 37 36 36 36 37 38 37 38 

Feb. 39 37 37 36 38 37 37 37.5 37 

Mar. 41 37 37 36 38 38 40 38 39 

April 38 35 35.5 35 36 36 36 36 36 

May 36 35 34 34 34 35 36 34.5 33 

June 36 33 33 33 34 34 34 34 34 

July 36 34 33 34 34 35 34 34.5 34 

Aug. 38 36 35.5 37 36 37 36 37 37 

Sept. 41 39 38 39 38 39 39 40 39 

Oct. . 42 40 40 40 40,_5 40 40 41 40 ·-- J-"' -
Nov. . 46 42 44 43 '44 43 43 43 44 

Dec. 43 42 39 42 42 41 42 41.5 39 

1938 

Jan. 38 36 36 39 37 36 37 35.5 36 

Feb. 35 34 ~2,5 34 33 33 33 33 33 

Mar. 31 32 31 33 32 31 33 31.5 31 

April 30 28 27 30 28 28 29 28 28 

May 29 27 25 28 27 27 28 27 27 

June 29 27 27 27 27 27 27 27 27 

July 29 27 27 27 27 27 28 27 26 

Aug. 28 27 27 27 27 28 27 27 

Sept. 28 27 27 26.75 27 
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~ppendix E - Prices Paid for All Butterfat - Watonwan County - 1937-38 

Month No.l No.2 No.3 No.4 No.5 No.6 No.7 No.a No.9 

19~7 
\ 

Jan. 38.98 36.99 36.12 35.88 35.95 36.99 37 .• 98 36.98 37.98 

Feb. 38.98 36.99 37.29 35.88 37.80 36.99 36.99 37.45 36.95 

Mar. 40.99 36.99 37.10 35.89 37.96 37.99 39.97 37.94 38.94 

April 37.98 34.97 35.5.:.1 34.79 35.95 35.96 35.91 35.90 35.87 

May 35.93 31.93 33.76 33.54 33.72 31.90 35.88 34.14 32.66 

June 35.85 32.95 32.77 32.57 33.73 33.89 33.84 33.54 33.63 

July 35.89 33.94 32.83 33.52 33.72 34.88 33.80 34.14 33.66 

Aug. 37.86 35.91 35.25 36.26 35.48 36.84 35.72 36.36 36.46 

Sept. 40.90 38.96 37.79 38.57 37.72 38.96 38.83 39.63 38.63 

Oct. 41.96 40.00 40.09 39.76 40.37 39.98 39.89 40.92 39,.aa 
--~~-- -

Nov. 45.96 42.00 44.22 42.90 43.93 43.00 42.94 42.98 43.94 

De•~ 42.96 42,.t:IO 39.18 41.75 41.94 41.00 41.99 41.48 39.74 

1938 

Jan, 37.97 36.00 36.12 38.78 36.95 36 36.94 35.49 35.96 

Feb. 34.96 33.91 ~2.62 33.69 32.93 33 32.96 32.97 32.97 

Mar. 33.94 31.99 31.01 32.58 31.80 30.98 32.95 31.41 30.95 

April 29.96 ?J'l.95 26.84 29.30 27.8'1 27.90 28.88 27.85 27.83 

May 28.96 26.98 2<1. 77 27.45 26.7!i! 26-.89 27.90 26.71 26.74 

.Tune 28.91 26.97 26.70 26!24 26.67 26.83 26,75 26.62 26~72 

Ju:).y 28.86 26,91 26.45 26,41 26.50 26.55 27,59 26.49 25,59 

Aug. 27.89 26,93 26.09 26.56 26.73 27.59 26,44 26.60 

Sept. 27.86 26.96 26.67 26.39 
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