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MARKETING COUNTRY CREA:L\<1ERY 
BUTTER BY A CO-OPERATIVE 

SALES AGENCY 
H. BRUCE PRICE1 

INTRODUCTION 

Large-scale co-operative marketing of country creamery butter has 
its roots in the local co-operative creamery movement and its problems. 
This movement dates back to 1890, in Minnesota, when the first four 
co-operative creameries were organized. The success of these enter
prises encouraged other communities to change from farm dairying to 
creamery manufacture of butter in rapid succession in the following 
two decades, with the result that there were 596 local creameries in 
r900 and 720 in r9ro, a large proportion of which were owned. by 
farmers and operated on the co-operative plan.2 The invention of the 
power separato'r, the Babcock test, and other creamery equipment was 
largely responsible for this rapid growth. 

The maximum number of co-operative creameries was reached in 
19r5, when there were 655. This was 75.7 per cent of the cream
eries in the state. The number of co-operative creame·ries has decreased 
slightly since that year, but the proportion of butter made in co-opera
tive factories has gradually increased until it is now approximately two
thirds of the total output of- the state. 

New and important marketing problems arose as this co-operative 
movement developed. One of the p·rincipal problems was to produce 
good butter of uniform quality. This became increasingly difficult 
when the hand separator was introduced and butterfat was delivered 
to the creamery as cream instead of as whole milk. Frequency of 
delivery, length of haul, care of cream on the farm and at the cream
ery, and other factors growing out of the use of the farm separator 
entered into the problem of quality. 

Moreover, there was a lack of that uniformity in quality of butter 
produced by different creameries and frequently in different churn
ings in the same creamery, that is necessary for economical marketing. 
For example, high-scoring butter, sold in sri1all lots by a co-operative 
creamery selling independently, not uncommonly sold below a lower-

1 E. W. Gaumnitz and G. H. Fredell assisted with the study in its preliminary stages. 
T. G. Stitts gave valuable suggestions in the preparation of the manuscript. Acknowledgment 
is also made of the co·operation of the officers of the Land O'Lakes Creameries, Inc., which bas 
made the study rossible. 

2 Anderson, Martin A. The development of the dairy products industry in :\finnesota. 
Minnesota Dairy and Food Department Bulletin 52. r9r3. 
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scoring butter that was uniform in quality and was marketed in large 
quantity. For this reason local co-operative creameries ma'rketing inde
pendently have often been unable to obtain the price that the quality 
of their product merits. 

Co-operative creameries selling individually have also been unable 
to take advantage of the recent tendency among such large retail dis
tributors of dairy products as chain stores and hotels to buy direct 
from manufacturers, because of the small quantity of butter that each 
produces. They have not been able to package, brand, and advertise 
their product in order to take advantage of the more exacting demands 
of consumers that have accompanied rising standards of living and 
t1smg incomes. The butter of these small enterprises has necessarily 
been marketed through wholesale dealers, and any advantage of these 
new marketing methods that the wholesaler may have enjoyed (which 
was probably small because of the great diversity in quality of product 
handled) was shared only indirectly as a creamery was able to bargain 
with the wholesaler in the sale of its product. 

Individual co-operative creame'ries have also been at a disadvantage 
in selling and distributing their product, preventing competitive 
wastes, utilizing by-products, collecting claims, and shipping economi
cally. They have been slow to improve upon business practice and 
develop research. These disadvantages are inherent in small market
ing enterprises located long distances from markets. Creamery oper
ators may keep in touch with market conditions, but they are not 
in a position to get in touch with the best offers and negotiate advan
tageous sales. Market quotations may be accurate but prices change 
frequently, so a prospective good market at the time of shipment may 
be a poor market when butter arrives. Moreover, without a personal 
representative at the central market, creameries must rely entirely upon 
the buyer to check the accuracy of weights, time of arrival, quotation 
at time of sale, and freight or other marketing charges; to inspect the 
product for condition upon arrival, and to put the product in condition 
for sale if this is necessary. \Vholesale receivers, as a class, undoubt
edly try to render these services efficiently, but they succeed in varying 
degrees and frequently they handle butte'!" in an unsatisfactory manner 
so far as these services are concerned. 

Local creameries, acting independently, can not make much head
way in avoiding duplication of co-operative marketing organization. 
This is recognized by large numbers of co-operative creameries that 
are supporting proposed legislation which aims to give the state au
thority to determine whether a co-operative creamery may be organized 
where one already exists. Only slow progress can be realized in de
veloping by-products-powdered skimmilk or powdered buttermilk-
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or in undertaking research in utilizing by-products, sales methods, and 
advertising, because the local creamery is not the proper economic unit 
to develop these marketing functions. Only slow improvement in ac
counting systems, pooling methods, and other business practices may be 
anticipated because of its isolated position. 

These disadvantages are characteristic of all local creameries, whether 
co-operative or independent, but they do not apply equally to all. Large 
co-operative creameries, for example, may be able to make bette1· sales 
than small ones by virtue of a larger output. Co-operative creameries 
generally keep better records than independents, from necessity. Some 
creameries do better than others at employing operators who are quali
fied to handle selling problems. Nevertheless, all country c·reameries 
experience these difficulties in some degree when marketing inde
pendently. 

CO-OPERATIVE CENTRAL MARKET ORGANIZATION 

The first important attempt of the co-operative creameries of Min
nesota to handle mutual problems and overcome common difficulties 
is found in the organization of the Minnesota Co-operative Dairies 
Association. The object of this association was originally and pri
marily to provide a representative in the central markets and eventually 
to develop a co-operative sales agency. Some attention was given to 
the development of a trade mark for Minnesota co-operative creamery 
butter, to co-operative shipping, and to improvement in quality of but
ter. Competition with established dealers has been very keen, however. 
and only small savings by co-operative commission house operation are 
possible. Moreover, without a standardized product (since little effort 
was given to improving quality), the association has been unable to 
take advantage of later tendencies in the marketing of butte1·. The 
result is that the organization has never had the support of a suffi
ciently large number of co-operative creameries, during the 20 years 
of its existence, to occupy an important place in central butter markets. 

The second important attempt to organize co-operative c·reameries 
for central marketing resulted in the organization of the Minnesota 
Co-operative Creameries Association, Incorporated, in June, 1921, later 
renamed the Land O' Lakes Creameries, Incorporated. 

The organizing of this association was preceded by a two-year period 
of activity in organizing co-operative creameries into district associa
tions. Fifteen such associations were established. Each association 
was co-operative. Their purpose was to improve the quality of butter, 
to meet unnecessary and harmful competition, to buy supplies and 
market butter together whenever it was advantageous to do so, to co
operate with other district associations in promoting the interests of 
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the dairy indust1.-y, and to take up other problems pertaining to the pro
duction, manufacture, and sale of dairy products. The management 
'was vested in a board of directors composed of one representative 
from each creamery belonging to the association. 

Funds were not available in most instances to maintain central mar
ket representatives or to employ men capable of properly assisting the 
creameries with manufacture, business practices, or selling problems. 
A plan of financing undoubtedly would have been developed to employ 
experts to help with these problems, as it was being worked out in at 
least one association, if there had been sufficient time. The district 
units were obviously unsuited to selling a product that is sold in 
many markets and to va·rious types of dealers. The volume of business 
was too small, and there was little opportunity for the units to co
operate in advertising, since without unified control of creamery prac
tices, a uniform product could not be produced in the different districts. 
Hence, plans for a state-wide central organization were soon command
ing attention. 

The three types of overhead organizations that were given chief 
consideration were : ( r) co-operative centralized creameries, ( 2) a com
mission selling agency, and (3) an organization that would standardize, 
grade, brand, and sell butter. The third plan was accepted as being 
most suitable to Minnesota conditions. Outside of the cut-over region 
of the state, where the dairy industry is least developed, co-operative 
centralizers would have caused much duplication of marketing organi
zation, except as a long-time program. The experience of the Min
nesota Co-operative Dairies Association did not encourage co-operative 
commission house operation. An organization that w9uld emphasize 
improvement in quality seemed to fit best into the development in butter 
marketing. Moreover, the experience of the district association that 
had worked out a financing plan and employed an advisor to cream
eries, indicated that there were possibilities in improving the quality 
of butter and at the same time there were possible economies in the 
purchase of supplies and in co-operative shipping. A federation of 
co-operative creameries with these objectives was accordingly organized. 

There are three distinct parts to this new marketing system, a central 
organization, the Land O' Lakes Creameries, Inc., district associations, 
and co-operative creameries. Membership in the central organization 
is limited to co-operative creameries. Those that are members of the 
overhead organization are also members of their district associations. 

Management of the Land O' Lakes Creameries is vested in a board 
of directors. One director, known as a "district" director, is elected 
from each district. Additional directors, known as "association" 
directors, provide additional Fepresentation for creameries having more 
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than 2500 bona fide stockholders. The Twin City Milk Producers' 
Association has qualified under this provision. One member of the 
board is appointed by the Minnesota Commissioner of Agriculture 
to represent the public interests. The present board has 19 members, 
18 representing the district associations and one representing the public. 
Business is conducted by an executive committee consisting of the 
officers of the association. A general manager is employed to assist 
with the work of the organization. 

This new butter marketing organization did not materially disturb 
the management of the creameries that became members of it, as it 
was originally planned. Each creamery maintained its legal entity and 
its former type of organization. Patrons continued to be members of 
the local creamery associations. Each creamery organization still manu
factured butter according to methods for which it was largely respon
sible, sold its butter at a time and place of its own choice, financed the 
manufacture and marketing of its butter, and had its own local p~ol. 
Each member creamery was under contract to help finance the central 
and district association, but this in no way restricted its methods of 
selling. 

The central association and the district association were merely serv
ice organizations which offered services that a member creamery was 
free to accept or reject. The only obligation that the member assumed 
was to pay the charges levied to finance the central and district asso
ciat10ns. District associations were organized to give the central as
sociation more direct contact with member creameries, each with its 
own board of directors and officers elected by member creameries. It 
was the basis for representation in the central association. Each dis
trict association was financed through a refund of two cents for each 
mo pounds of butter shipped. Fieldmen were paid from the central 
office up to $2500 per year, above this figure they are paid by the 
district associations. The direction of the field service was assumed 
largely by the central office, however, altho there was close co-opera
tion between the central management and the district officials in de
termining the proper field service program for any district. The 
principal functions of this district field service were: To assist member 
creameries to improve and standardize the quality of their output by 
advising them as to methods of manufacture and preparation for mar
keting, to demonstrate the grading of cream, to co-operate with men;i
bers in educational campaigns, to improve the methods of handling 
milk on the farm, to assist in carlot shipping of butter by arranging 
for the routing of ca1·s, sometimes distributing expenses and net pro
ceeds from such shipments, and to assist creameries to buy supplies 
co-operatively. 
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The central association was also, as previously mentioned, ongm
ally a purely service m·ganization and did not attempt to sell butter for 
members. Small quantities of butter were sometimes sold, but such 
consignments were discouraged. Much energy was expended in work
ing through the district associations to help with carlot shipping and 
to some extent to improve the quality of output. Central market 
'representatives were maintained, first in New York City, later in 
Philadelphia and Chicago, to help member creameries by establish
ing contacts with wholesale dealers, receiving carlot shipments of 
butter and notifying wholesale dealers of arrival, handling claims, 
checking prices paid by wholesale receivers with market quotations, 
collecting the proceeds of sale and remitting them, less expenses, to 
shippers, and in various other ways acting as the central market repre
sentative of member creameries. The association also retained counsel 
to advise in legal matte1:s, and early in its development it established 
a supply department. 

The membership agreement was an important feature of this organi
zation. Members agreed to market butter through the organization 
during the first two-year period, but they might withdraw, upon proper 
notification, at the end of any year thereafter. This is not a long
term contract, but a short-term agreement which is worthy of notice 
because it is a new feature of butter marketing in Minnesota. Patrons 
of co-operative creameries that have attained an important position in 
the butter industry without the membership contract hesitate to give 
up the freedom of selecting a market by adopting a membership agree
ment between patrons and creameries. But in organizing for central 
marketing they have foregone the privilege of selecting marketing agents 
in order to stabilize the operations of their own co-operative central 
marketing organization. The agreement provides for funds to finance 
the association. A liquidated damage of Yz cent per pound of butter is 
also provided in case of breach of contract. 

The Land O' Lakes Creameries operated under this plan until 1924. 
In that year, it assumed the responsibility for selling butter. It was 
decided that sufficient progress had been made in standardizing butter 
to undertake a selling program. This change in method of operating 
made necessary a new marketing agreement that provided additional 
revenue to finance the sale of butter and that authorized the pooling of 
butter produced by different creameries. Otherwise the two contracts 
are identical so far as important provisions are concerned. 

This new method of marketing was created to function with the old 
system, and member creameries are now given the privilege of choos
ing between the two methods. Creameries receive the same field serv
ice whether operating under the new or the old system. Creameries 
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that choose the old method receive the services of the central market 
representatives. Those electing the new plan. market butter under a 
pooling arrangement. The organization of the individual creameries 
and the district associations remains as formerly. The principal change 
in the central organization has .been the development of a sales depart
ment. More attention has been given. because of this new arrangement, 
to the production of a high quality butter and to the development of 
markets. 

The location of creameries that are members of the Land O' Lakes 
Creameries and the district associations Is shown in Figure I. The 
district that includes the creameries of the Tw:n City l\Iilk Producers' 
Association and that is located in the vicinity of the Twin Cities, is 
not shown. One district with 25 member creameries is located in 
\Visconsin. The creameries in this co-operative marketing system are 
chiefly in the important dairy 1·egions. This is partly because there 
are more creameries in these sections and partly because dairymen are 
more interested in improving marketing where butterfat is an important 
source of farm income. 

Figure 2 shows the structul"e of the central organization. The 
policies of the organization are determined by a board of directors 
elected by member creameries. The president of the company, who is 
also chairman of the board of directors and employed on a salary, is 
responsible for carrying out the policies. A general manager, ap
pointed by the board of directors, is responsible for administrative 
duties of a general character. He is al 0 0 very act:ve in supervising field 
service and other activities growing out of the relationships of member 
creameries and the association. 

An assistant treasurer has charge of the work of the general office. 
His principal woYk is to keep the records and make statistical analyses 
for the association. All money is handled through his department and 
remittances to members are cared for. 

The machinery and supply department is under a department man
ager who has charge of the purchase and sale of machinery and sup
plies for the creameries. The operation of this department ~ill be 
discussed more fully in a later section. 

The sales department has become relatively important as the selling 
pl"ogram has progressed. A general sales manager has charge of the 
marketing of all butter sold through the association, including offices 
in New York, Philadelphia, Chicago, Boston, and Duluth. The print 
1·00111 is also under his control. as is the marketing of frozen cream, 
sweet cream, powdered buttermilk, cheese, and eggs, advertising, and 
Minneapolis and St. Paul distribution. 
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A credit department has been organized, particularly to assist with 
distribution. The traffic department is in charge .of a traffic manager. 
This department works out the routings for shipments of butter to the 
different markets and handles traffic problems. It calculates the freight 
charges and endeavors so to ship and route cars as to get the best rates 
possible. Consolidated carlot shipping is now largely under the super
vision of this department. 
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Fig. I. Location of Districts and Creameries that Are Members of the 
Land O'Lakes Creameries, Inc. 

• 



MARKETING CREAMERY BUTTER II 

The laboratol"y works in close harmony with the inspection depart
ment but is under the supervision of the sales manager. Here the butter 
is tested to see that it meets the requirements for fat, moisture, and 
salt, and for yeasts and molds. Cream, also, is tested. 

Fig. 2. Organization of Land O'Lakes Creameries, Inc. 

The field men work directly under the supervision of the general 
manager, altho they also work in close co-operation with the inspection 
depal"tment and laboratory in carrying out the program for impro~e
ment in the quality of butter. 

The inspection department is technically not a department of the 
Association, but is a federal-state department, apart from the Asso
ciation itself. The inspectors are under the supervision of the Commis
sioner of Agriculture of Minnesota and the United States Department 
of Agriculture. They inspect all butter sold through the association 
and suggest methods of overcoming defects in quality. A chief in
spector has headquarters in Minneapolis and is in charge of the inspec
tion of the association butter at Minneapolis, Duluth, and Chicago. 

BUSINESS SUMMARY 

About 420 creameries are now members of the Land O' Lakes 
Creame·ries, Inc. 3 All are in Minnesota except 25 in Wisconsin, I in 
Michigan, 1 in Iowa, 4 in North Dakota, and 1 in South Dakota. 
Approximately 20 creameries are members under the terms of the old 
marketing agreement and market their butter independently; the others 
are members under the new pooling and selling arrangement. The 
numbel" marketing under the old service plan is gradually decreasing 

3 This number varies with the withdrawal of creameries and the addition of new members, 
but it has been approximately this figure for 1926 and 1927. 
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in favor of the butter marketing plan as dairymen become more familiar 
with the new marketing organization. 

Total sales amounted to more than -t-6 million dollars in 1927, in
cluding sales of butter, creamery supplies, and by-products. ~early 

85 million pounds of butter and 470 carloads of cream were marketed. 
The butte·r received from :\Iinnesota creameries represented approxi
mately 30 per cent of the total factory butter production in the state 
and about 40 per cent of the butter made by all co-operative creameries. 

TABLE I 
StJM).L\RY OF Bt·srNESs OF LAND O'LAKES CREA'-IERIES, IxcORPORATED 

Year Butter sold, million pounds 

1924 .............. . 

1925 ............. . 

1926 ................... . 

1927 ............................. . 

32.8 

79· I 
80.6 

84.4 

Total annual business, millions 

$q.4 

38.9 

39.9 
46.3 

CO-OPERATIVE MARKETING AND QUALITY OF 
PRODUCT 

Central co-operative butter marketing organization in :Yiinnesota 
has improved the quality of the product both by raising the average score 
and by producing a p·roduct of more uniform quality. 

The first prerequisite to reaching the goal of improved quality is 
a field service guided by expert and central authority, as the problems 
to be handled are chiefly creamery manufacturing methods and farm 
dairy practices. The task of the field men is therefore chiefly to assist 
C'reamery operators with the manufacture of butter and to help them 
obtain high-grade raw materials. Incidentally, they do many other 
things in an aclvi:;ory capacity, including the purchasing of creamery 
supplies and dairy equipment, arranging for co-operative shipping, and 
in other ways giving the member creameries the advantage of their 
experience and information. 

Field men of the Land O' Lakes aeameries inspect member cream
eries and offer suggestions, emphasizing the need of sanitary equip
ment and good creamery practice. Buttermakers are urged to pasteur
ize all cream properly and use greater care in making butter. Since a 
high-quality product is dependent upon good cream. field men are also 
instructed to give much attention to improving the quality of cream 
delivered. This part of the field men's work, also, is done in co-opera
tion with operators and officials of member creameries. Generally, a 
cream grading system is first introduced, as only a relatively small 
11umbe1· of creameries differentiate between qualities of cream in pay
ing for butterfat before joining this central co-operative butter selling 
organization. Creamery patrons are then educated in the use of the 
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cream grading system. This is an important feature because of the 
opposition and misunderstanding that frequently exists. 

Field men and creamery operators work with patrons to improve 
the quality of cream. Farmers are urged to care properly for sep
arators and dairy utensils and to adopt better methods of cooling and 
handling cream. Frequency of delivery is also eniphasized. This edu
cational work is carried on through contacts with farmers when they 
deliver cream to the creamery and by farm visits of field men, operators, 
and even committees of creamery members when intensive cream im
provement campaigns are conducted. Assistance is given dairymen in 
locating the causes for poor quality, and suggestions are offered for 
l-emoving the sources of contamination. :VIany cream cooling tanks 
have been installed on farms as a result of this work. :!.\Iention should 
also be made of the assistance which the central organization renders 
in this work directly through its official organ. "Land O'Lakes News," 
and by many addresses made by officials at meetings of dairymen: and 
indirectly through competition in the sale of farm cooler.,, designation 
of a creamery as being a Land O'Lakes Creamery when a given pro
portion of its output meets the specifications of the association Land 
O'Lakes brand. and in other ways that encourage patrons to deliver a 
better quality of raw material by appealir'.g to their pride in their 
product and their marketing organization. 

In order to meet the objection that is often raised to cream grading 
on the ground that the quantity of low-grade cream is too small to 
churn economically, the central organization has arranged for the dis
position of such cream. At one time an agreement was made with a 
Twin City creamery to buy any cream that a member creamery might 
ship in,· the weighing and testing to be done under the supervision of 
Land O'Lakes Creameries. -~t present. all of this cream shipped from 
the creameries is purchased by the central organization for manufacture 
in its own creamery department. 

A butter inspection and a butter analysis service have been developed 
to assist in the standardization program as well as to facilitate market
ing. These services are particula1-ly valuable to creameries marketing 
through the sales department; those shipping direct to wholesale dealers 
do not realize these benefits because the association does not receive 
samples of their butter. They are also important aids in developing 
sweet c·ream butter. adopted by the association as the only kind 
to be sold under its brand. Formerly butter was made chiefly from 
sour. cream. Now the delivery of cream that is perfectly fresh. sweet, 
free from off-flavors and objectionable odors, and low in acidity is 
more important. as it is necessary for the production of sweet cream 
butter. New methods of manufacture have been introduced for this 
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new type of butter. No neutralizer .or starter may be used in churning. 
The cream must be perfectly pasteurized, then cooled to 45 degrees, 
Fahrenheit, or lower, and held at that temperature for three hours 
before churning. Hence the need among member creameries for infor
mation and field service that will bring about changes in operating 
methods and farm practice. 

The first step in the development of an inspection service was 
therefore to adapt the grades to the new type of butter. A new grade 
providing for sweet cream butter scoring 93 or highe'r was accordingly 
included in the commercial grades, as used by this association, which 
were the basis for the new grading system. 

Sweet cream butter is described as having a mild, sweet, and pleas
ing flavor, a firm body with a waxy texture, and a light straw color 
free from streaks and mottles. The salt and moisture must be well 
incorporated in the butter and the salt content must be within the range 
of 2.0 per cent as the minimum and 2.5 per cent as the maximum. 
It must be packed in standard spruce tubs containing 63 or 64 pounds 
net, depending on the season of the year, paraffined, lined with parch
ment paper, and finished with a cloth. and a parchment circle on 
top. A creamery may not mark the tubs except with a stencil supplied 
by the association, the stencil including the number of the creamery, 
the churning number, and the net weight. 

The next step in inspection was to develop an organization to grade 
butter at concentration points. Grading was originally done by in
spectors employed by the association, but this was not satisfactory. It 
was an improvement over the previous method of shipping butter, when 
only occasional inspection was requested because it furnished valuable 
information to creameries, but dealers attached little significance to the 

• grades of private inspectors. Consequently, arrangements were made 
in 1924 with the Minnesota State Department of Agriculture and the 
United States Department of Agriculture for official inspection at con
centration points. A co-operative agreement between these agencies 
provided for a joint federal-state inspection, with the Minnesota Com
missioner of Agriculture acting as the trustee for the project. The 
federal-state inspection organization works in close co-operation with 
the Land O'Lakes Creameries under the supervision of a chief inspector. 
Inspectors are located at Minneapolis, Duluth, and Chicago. 

This inspection service, it should be noted, is me'rely an extension 
of federal butter inspection that has been given in a few large butter 
markets for several years and that is adapted to the new co-operative 
method of marketing. Moreover, altho this part of the service is estab
lished primarily for Land O'Lakes Creameries, anyone can obtain in
spection upon request. Nominal fees established by the United States 
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Department of Agriculture and fixed on the basis of the approximate 
net weight of butter are charged.4 

Since the policy of the Minnesota and the federal governments has 
not been to provide inspection service for agricultural products at a 
profit, special arrangements as to charges have been made with the 
Land O'Lakes Creameries because of the large volume of product in
spected. The actual cost of the service is therefore charged instead 
of the regular fees. The cost of the inspection service to the associa
tion for 1926 averaged about 3 cents per hundred pounds. 

Fig. 3. Testing Butter at Land O'Lakes Creamery 

All butter now marketed through the association receives an official 
inspection as soon as it is received and before it is put on the market. 
As a creame'ry number and a churning number are put on all packages 
of butter, the inspector is enabled to inspect a tub from each churning. 

4 U. S. D. A. Service and Regulatory Announcement No. 79, Rules .and regulations gov
erning the inspection of butter, cheese, and eggs, p. 4. 

"(a) \Vhen each separate churning is not indicated by number or otherwise 
on the package-

For r,500 lbs. or less........................................ $1.00 
For more than 1,500 lbs. hut not more than 3,000 lbs............ 1.50 
For more than 3,000 lbs. but not more than 6,ooo :bs.. . . . . . . . . . . 2.00 

For more than 6,ooo lbs. but not more than 10,000 lbs............ 2.50 

For each additional 10,000 pounds or fraction thereof beyond 
10,000 pounds an additional amount of.................... .50 

"(b) \\Then each separate churning is indicated by number or othei'wise on the 
package-

For seven churnings or less.................................. $1.00 

For each additional churning beyond seven, an additional charge of .1 o 
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He reports the creamery number. the churning number. the weight, 
and the score of the butter. He also notes any low scores. reasons for 
poor quality. and suggestions for improving the quality of butte·r in 
future shipments. Copies of these reports are sent to all interested 
persons. including the secretary of the creamery, the creamery operator, 
the State Department of Agriculture, the field man in the district in 
which the creamery is located. and the inspectors' and the association's 
files. 

A laboratory, independent of the butter inspection service hut oper
ated in close co-operation with it. is also maintained to test each churn
ing of butter received for fat, moisture. and salt content. Standards 
for these factors have been established, and any deficiencies a1·e promptly 
reported to creameries with the report of the federal-state inspectors. 
When butter is deficient in fat it is returned to the creamery that made 
it to be re-worked or it is re-worked by the Association. Much research 
has recently been done through this laboratory and in co-operation with 
the Dairy Division of the University of Minnesota to discover the rea
sons fo·r objectionable flavors and deterioration in the quality of butter, 

Fig. 4. A Corner of the Testing Laboratory 

particularly as they have been affected by yeasts and molds. As a result, 
the field service department is much better qualified to advise creameries 
rgarding improvements in sanitation and concerning sources of yeast and 
mold contamination, many of which are not suspected by creamery 
operators. Outstanding examples of the value of such research work 
are the practical recommendations made to members to sterilize equip-
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ment used for handling buttermilk and not to h·ml buttermilk in cream 
cans, after hutte:·milk utensils and equipment were found to be the 
most common sources of mold infection. :\s a result. ,large losses that 
would otherwise have been incurred have undoubtedly r)een avoidei. 

The effect of these p~)licies has been to raise the average score of 
butter marketed hy member creameries. The improvement in quality 
in the three years that butter has been marketed under the selling 
plan and for which data are available, is substantial. Progress does 
not appear to have been as great during the first year, as will he noted 
from Figure 5, as during the two subsequent ye:irs. The app'.lrent 
abnormal seasonal Yariations from February. l9LJ .. to June, 1925. were 
due to the la1·ge number of new cre:imeries from which butter wa~ 
received during this period. Th. s is well Jlustr<!ted by the rehtively 
low average quaUy of butter in the winter and spring of 1925 follow
ing the acceptance of seventy-five new member creameries in January 
of that year whose butter was much below the average quality of that 
of other creameries then marketing through the association. Since 
January, 1925, approximately the same creameries have been members 
under the terms of the marketing agreement, and the quality of butter, 
when compared for comparable periods, has steadily risen. 

~~J~r~H~A~M~J~J~A~S~O~N~D~J~r~MaA~M~J~J~A~S~O~N~D~J~r~M~A~M~J.:l:<::lJ~A~S~O~N~D~J~r~M~A~M~l~l~A~$~0~N~D 
IJ24 192.S 1.525 1927 

Fig. 5. Average Monthly Score of Butter Marketed by Land O'Lakes Cre1mery, Inc. 

The principal change in the distYibution of butter among scores that 
has been responsible for this improvement in quality is the large in
crease in the amount of butter scoring 93 or higher and the decrease 
in the percentage of butter falling within every other score. This score 
is shown graphically in Figure 6, which, like Figure 5, show3 substan-



18 MINNESOTA BULLETIN 244 

tial progress in ·raising the score of butter when the same months of 
different years are compared. The distinct seasonal variations in qual
ity, indicated in both Figure 5 and Figure 6, are due chiefly to climatic 
conditions ; also partly to variations in the pressure of farm work at 
different seasons of the year which affect the care in the farm handring 
of cream and the frequency of deliveYy to creameries. Only a large 
amount of educational work by an overhead organization can make niuch 
headway with this aspect of the problen. 

Three things should be said about the data upon which Figures 5 
and 6 are based: (I) They do not show any change in the type of 
butter produced or improvement in uniformity of quality. The pro
portion of sweet cream butter has steadily increased during this period. 
More than 95 per cent of the butter scoring 93 or better is now made 

PER CENT 
or TOTAL 
~ ................................................................................................................ __ 

70 

MJ JASOND JfMAMJ JASO NO JfMAMJJASONO JFMAHJ JASONO 
1914 1915 19U 19l1 

Fig. 6. Per Cent of Total Monthly Butter Received Scoring 93 or Higher 

from sweet cream. Moreover, altho there is some complaint among 
dealers and consumers about differences in quality of different lots of 
butter of the same score, the quality is unquestionably more uniform 
than when these creameries were marketing independently. ( 2) The 
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data understate the progress made. Not only have the sales of sweet 
cream increased during 1925 and 1926, thus reducing the amount of 
high-scoring butter, but many creameries, as will be pointed out later, 
have sold high-scoring instead of low-scoring butter locally as a part 
of the sales policy of the central organization.5 A small quantity of 
butter scoring 94 and 95 has also necessarily been included as 93 because 
of the records available. (3) The data are averages of all creameries. 
They merely show what has happened to the score of butter for the 
creameries as a group. 

TABLE II 

Two-MONTHS COMPARISON OF QUALITY OF BUTTER PRODUCED BY CREAMERIES THAT :MARKETED 

THROUGH LAND O'LAKES CREAMERIES IN x924, 1925, A:-;o 1926 

At end of first year 
Amount of 
gain or loss 

in score 
No. of 

creameries 
showing gain 

0.0-0.2 . . . . . . . . . . . . . . . . . . 30 

0.2-0.4 . . . . . . . . . . . . . . . . . . 25 
0.4-0.6 . . . . . . . . . . . . . . . . . . 27 

o.6-o.8 . . . . . . . . . . . . . . . . . . 25 
0.8-1.0 . . . . . . . . . . . . . . . . . . 18 

I.0-I.2 

I.2-1.4 

r.4-r.6 
r.6-r.8 

14 
6 

3 

3 
Over r.8 . . . . . . . . . . . . . . . . . 4 

Total ............... 155 
No gain or loss . ..... . 16 

No. of 
creameries 

showing loss 

20 

16 

7 
8 

0 

0 

0 

56 

At end of second year* 

No. of No. of 
creanieries creameries 

showing gain showing loss 

14 16 

24 8 
22 4 
34 
28 

14 0 

II 

8 0 

4 0 

9 0 

168 32 

Av. gain at end of one year...... 0.4 At end of two years............ 0.7+ 

*Twenty-one creameries marketing butter in 1924 and 1925 did not market butter through 
Land O'Lakes Creameries in 1926. ,This was due partly to withdrawal from the association and 
partly to a change in policy from shipping butter to shipping cream. 

Records of individual creameries for comparable periods show that 
they succeed in raising the score of butter by different amounts. Some 
creameries have a very fine record; others make little or no headway. 
A comparison of the scores of butter shipped by 227 creameries dur
ing the first two months that they marketed butter through the Land 
O'Lakes Creameries, in 1924, and for the conesponding months in 1925 
reveals the interesting fact that 155 creameries, or 68 per cent; raised 
the score of butter from o. l to over 1.8 points, while 56 creameries, or 
25 per cent, were marketing a lower-score butter at the end of the 
first year. Sixteen creameries neither gained nor lost. (See Table I.) 

Of this group the creameries showing gains more than offset those 
showing losses, partly because many more show gains than show losses, 
and partly because the gains of individual creameries were much larger 

• The data in Figures 5 and 6 represent only the butter shipped to the Land O'Lakes 
Creameries and do not include butter sold in local markets. 
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than the losses. Fo·r exampfe, 30 creameries gained more than one 
point during the first year and only two had corresponding losses. 
The result was that the average gain of the entire group was 04 at 
the encl of one year and 0.7 at the end of two years. This is a sub
stantial gain for a large group of creameries, particularly when one 
considers that the average score of butter when they began marketing 
through the Land O'Lakes Creameries was 9i.6. and the goal of per
fection by our method of calculation is 93.6 In the first two years, the 
creameries as a group had realized 50 per cent of the possible improve
ment in quality at the t:me they began marketing through the Land 
O'Lakes Creameries. 

Some of the va·riations in progress of individual creameries are due 
to changes in policy that do not affect the improvement program but 
for which correction could not be made with available data. Cream
eries that began t~ sell second-grade cream during this period no doubt 
substantially raised the score of butter produced. and those that began 
to substitute high-grade butter for second-grade in the local market 
probably lowered the average score of that shipped to the co-operative 
sales agency. It is not probable that such circumstances explain a very 
large percentage of the progress made in improving quality, however. 
Forty-three per cent of the creameries report that they sold their second
grade cream during this period but, as shown in Table II, such cream
eries are relatively well distributed among the groups making different 
progress. Approximately one-third of the creameries also repo·rt that 
they have adopted a policy of selling high-grade butter, but these 
creameries, also, are evenly distributed among the groups given in Table 
II. Moreover, the progress made by this group in the second year 
(see Table I), 76 pe·r cent showing improvement, indicates that the rate 
of progress is probably affected in large measure by factors within the 
control of individual creamery organizations. 

TABLE III 

RELATlOK OF SALE OF CREAM AXD LOCAL SALE OF BL'TTER TO IMPROVEMENT IN QUALITY 

OF BUTTER J\fADE BY 130 CREAMERIES, 1924-26 

Amount of gain or loss :X o. of creameries 

Gain over 1 .o. . . . . . . . . . . . . . . . . 29 

Gain o to 1.0...... . . . . . . . . . . . 83 
Loss . . . . . . . . . . . . . . . . . . . . . . . . . 18 

Percentage of 
creameries selling 
low-grade cream 

48 
47 
33 

Percentage of creameries 
changing from local sale of 
low- to high-scoring butter 

To determine the relative importance of the factors affecting prog
ress in the manufacture of a better butter is difficult, particularly as 

6 A higher ~core is impossible because the small quantity of butter scoring over 93 was 
included with that scor~ng 93. As previously pointed' out, this grouping of the high·scoring 
butter was made necessary by the available records. 
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some of the important factors, such as the attitude of the buttermakers 
and patrons toward a quality improvement program or the nature of 
the local competition, can not be measured. Available data do indicate, 
however, that there is a clearly defined 'relationship between certain 
policies and success in raising the quality of output. Improvement 
seems to be closely associated with grading cream and the policy of 
restricting the time and frequency of delivering cream. Table III shows 
that 62 per cent of the creameries gaining over I .o in score began 
grading during this 10-year period, 40 per cent of those gaining be
tween o and I .o began grading, and only 28 per cent of those showing 
no gain began grading. About 20 per cent of this group of 130 cream
eries began grading before they joined the Land O'Lakes Creameries 
or before they began marketing butter under the new marketing agree
ment. About the same proportion of creameries in the different groups 
in Table III were grading before they began selling butter co-opera
tively in the central market. 

A closer analysis of the relationship of grading and improvement 
in score indicates that grading is not equally effective at all creameries. 
Operators do not take equal advantage of the educational opportunities 
offered in connection with the grading of cream ; variation in local 
competition does not permit the same close observance of the grading 
policy; different grading policies vary in emphasizing among patrons 
the importance of delivering good cream. 

Nearly 95 per cent of 213 creameries reporting on their cream
grading policy have two grades, and about 5 per cent have three grades. 

TABLE IV 

RELATION" OF GRADING (REA1I TO IMPROVEMENT I:N" QUALITY OF BUTTER ~iADE BY 

130 CREAMERIES~ 1924-26 

Amount of gain or loss Ko. of creameries 

Gain over i.o. . . . . . . . . . . . . . . . . 29 

Gain o to r.o................. 83 
Loss . . . . . . . . . . . . . . . . . . . . . . . . . 18 

Percentage of 
creameries 

grading cream 

Percentage of cream
eries starting grading 

between 1924 and 1926 

Three creameries accept only a high-quality product. The differ
entials paid for the different grades vary among creameries. The most 
common discounts paid for second-grade cream are 2, 3, and 5 cents, 
altho higher and lower discounts are occasionally provided for, as will 
be noted in Table IV. 

An occasional creame1·y bases the differential entirely upon the price 
received for the different grades of butter. Creameries having three 
grades of cream generally discriminate 2 or 3 cents between the first 
and second grades, and also between the second and third grades. It 
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is impossible to determine, with available data, the relative importance 
of the different grading policies in the quality improvement programs. 
Undoubtedly large differentials in prices paid for different grades of 
cream have a tendency to produce results more quickly than low differ
entials, altho the rate of improvement is affected by such impo·rtant 
factors as the nature of local competition and the attitude of patrons 
toward producing a better product. 

TABLE V 
DIFFERENTIALS PAID FOR DIFFERENT GRADES OF CREAM AMONG CREAMERIES 

HAVING Two GRADES 

Differentials No. of creameries 

cents 
! ................••...................... 

2........................................ 37 
3........................................ 86 
4·....................................... 7 
5........................................ 38 
6 .......••..•............................ 
8 ....................................... . 

IO., ............ ,,.,,., •.................. 

Closely associated with cream grading and often developing at the 
same time, are restrictions of the time and frequency of delivery by 
patrons. More than 95 per cent of the creameries reporting on this 
point have some kind of delivery regulations. The diversity of restric
tions and the wide variations in the time when such restrictions were 
adopted make it difficult to show any relation between these practices 
and improvement in quality. Many creameries, particularly in the prin
cipal dairy districts, had them before they joined the Land O'Lakes 
Creameries. That there is a direct relationship is not doubted, however. 
Early and frequent deliveries provide better raw material than would 
otherwise be received. Early deliveries may also allow better handling 
of cream in the creamery. 

Hour of delivery is a more common restriction than day of delivery. 
Forenoon delivery is the most common restriction. Two o'clock is the 
second. most common, and three o'clock is third. Relatively few cream
eries permit delivery after 3 p.m. Frequency of delivery generally varies 
between winter and summer. Three times a week in the w.inter and 
four times in the summer: as a minimum, are the most common. These 
restrictions are recommended by the Land O'Lakes Creameries for 
members producing sweet c'ream butter. A surprisingly large number 
of creameries re,quire daily delivery of cream during periods of high 
temperatures and four deliveries a week during the winter. It is 
'significant to note that the creameries of the districts that have the most 
exacting regulations are at the head of the list of all districts from the 
standpoint of average score of butter produced. 
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The amount of time devoted by creamery operators and field men 
to problems of farm production and farm handling of cream, also ex
plains some of the variations in quality. Creameries doing the largest 
amount of field work make the most progress. This is well illustrated 
in Table VI, which shows that of creameries gaining over r.o in score, 
31 per cent did more than IO days of special field educational work 
among patrons while none of the creameries showing no gain did as 
much intensive work. Many creameries in all groups did a small amount 
of intensive work among patrons, but so far as this study is concerned, 
less than IO days of intensive field work shows no effect upon· quality 
of creamery output. Evidently what is needed in field service work 
among patrons, as in any type of educational work, is well established 
contacts between the teacher and the student, with frequent renewal 
of contacts. 

TABLE VI 
RELATION OF FIELD SERVICE AMONG CREAMERY PATRONS TO IMPROVEMENT IN QUALITY 

OF BUTTER MADE BY 130 CREAMERIES, 1924-26 

Percentage of Percentage of Percentage of 
Amount No. of cream- creameries creameries 
of P."ain cream- eries doing less doing over 
or loss eries doing than IO days IO days 

special work special work special work 

Gain over I.O •... ,, ..... , 29 55 24 31 
Gain 0 to 1.0 ............ 83 25 20 5 
Loss ................... 18 38 38 0 

The sale of coolers especially adapted to farm handling of cream iJ 
one of the specific services rendered by creameries to the dairy industry. 
More than 3000 farm coolers, purchased through the supply depart
ment of the Land O'Lakes Creameries, were sold to patrons in 1925 
and an even larger number in 1926. Some coolers bought from other 
agencies were also sold. The effect of this improvement in farm equip
ment on the quality of cream is difficult to measure. It doubtless is 
considerable. Where the number of coolers sold is small, the effect 
upon the quality of butte'r produced by a creamery is not perceptible. 
About the same percentage of creameries in the different groups, ar
ranged according to progress made, as is indicated in Table VII, have 
sold farm coolers. A much larger percentage of the creameries selling 
more than IO coolers are included in the group making gains of more 
than 1 .o. An even greater percentage of creameries selling a larger 
number of coolers falls within the group making the greatest progress. 
Undoubtedly the use of a few farm coolers affects the average quality 
of cream received by a creamery, but not enough to become evident by 
the method of analysis here used. 

It is significant that 9 member creameries each sold more than 50 

farm coolers purchased from the central co-operative organization in 
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a single year, and that 48 sold more than 25. These figures include all 
creameries that are members of the Land O'Lakes Creameries and are 
not restricted to the 130 creameries included in Table yr. 

TABLE \'II 

RELATION OF SALE OF FARM ConLERS TO IMPROVEME~T 1:-..: QrALITY oF Bl'TTER l\IADE'. BY 

130 CREAMERIES, 1924-26 

Amount of gain or loss No. of creameries 

Gain over 1.0................ 29 

Gain o to 1.0................. 83 
Loss . . . . . . . . . . . . . . . . r 8 

Percentage of 
creameries sel!ing 

farm coolers 

Percentage of 
creameries selling 
10 or more coolers 

Two things should be said about the polices affecting the quality of 
cream delivered by patrons. ( r) They frequently are all effective at 
the same time. often they are all undertaken as a general policy to im
prove the quality of butter. and they all tend to have the same effect 
upon the quality of output. For this reason, it is impossible to de
te1·mine the relative importance of any given policy. ( 2) The intro
duction of these policies often produces satisfactory results more quickly 
than is suspected. Data from q representative creameries that were 
known to have started a campaign to improve the quality of butter, 
show this strikingly. The average score of butter was 9r.2 for the two 
months preceding the campaign, 9r.7 for the month the campaign 
was sta'rted, and 92. r for; the two succeeding months. 7 

Facts regarding these creameries do not indicate to what extent they 
combined the sale of farm coolers, farm visits, delivery restrictions. and 
other p::ilic:es that affect farm methods of handling and delivering cream. 
It is only known that grading was started and a policy to improve the 
quality. of butter was adopted. Perhaps some of the improvement was 
due to a changed technic in the manufacture of butter. The significant 
thing, however, is that rapid progress in improvement may be effected 
when there' is unity of purpose in a creamery organization. In these 
creameries, 50 per cent of the difference between the score before grad
ing and 93, the highest commercial grade of butter, was ·realized within 
three months. 

Such factors as the attitude of operators and patrons, local com
petition, and attitude and qualifications of field men, also undoubtedly 
affect the rate of improvement in the quality of butter but, as pre
viously mentioned, they can not be accurately measured. 

Keen local competition often causes lax enforcement of grading and 
delivery regulations in order to 'retain patronage. Twenty-two cream
eries out of 235, for example, report 5 or more local competing cream 

7 The effect of seasonal variation was eliminated in this calculation, at least in part, by 
selecting creameries that started the campaign at different times during the year. 
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stations and roo report 2 or more. To adopt strict rules of grading 
or delivery unde1· such competitive conditions may seriously reduce 
vo1ume, altho few creameries report a loss of patrons as a result of 
their grading programs. The average number of competitors rep::irted 
by creameries showing a gain in score was 14, whe·reas the average 
number of competitors for creameries showing no gain was 2.2. 

The attitude and ability of creamery operators are factors in a 
quality improvement program. Their effeet is indicated. at least in 
part, by Table VIII. Only I c'reamery in the group showing no gain 
changed operators during the period studied, whereas 8 creameries, or 
27 per cent of the group showing the most progress, changed operators. 
These data should not be interpreted as indicating that a large percentage 
of creameries should change operators, but they do point out the desir
ability of employing a buttermaker who has a willingness and the ability 
to co-operate in a program to produce a better product. The spirit in 
which dairymen enter into a program of this kind is also undoubtedly 
an important factor in explaining different rates of progress, altho no 
data are available to indicate its impo·rtance. 

TABLE \"III 

RELATION OF EMPLOYME:!"\T OF IlUTTERMAKERS TO IMPROVEMENT IX QUALITY OF BGTTER 

MADE BY 130 CREAMERIES, 1924-26 

Amount of gain or loss 
No. of 

creameries 
changing buttermakers 

Gain over 1 .-; .•.•..•..••••...•..••.•.••.•.•..• 

Gain o to 1.0 ................................ . 

Loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18 

Percentag~ of 
creameries 

changing buttermakers 

Improvement in quality of butter is closely associated with vol~me 
and average score of output when a creamery undertakes to market a 
better product. Creameries with large output tend to make the most 
rapid progress, as do also those with a low-scoring butter. 

One reason for this is that creameries having a low-scoring product 
have greater opportunities for improvement. Another reason is that 
those with a small volume are generally located outside the principal 
dairy sections where relatively more field work must be done to ob~ain 
the same improvement in quality of cream. It is also reasonable to 
assume that creameries with a small output are generally not able to· 
employ managers as competent in making butter and doing educational 
work among patrons as large creameries. 

These conclusions seem to be substantiated by the relatively small 
number of coolers sold among small creameries; and by the smaller 
percentage that have grading and delivery rules and that give special 
field service to patrons. 
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TABLE IX 

RELATIO~ OF VOLUME OF BUSINESS AND SCORE OF BUTTER TO IMPROVEMENT IN QUALITY 

OF BUTTER MADE BY 130 CREAMERIES, 1924-26 

Amount of gain or loss No. of creameries 

Gain in score-
Over 1.8 .................... . 

1.6-r.8. . . . . . . . . . . . . . . . . . . . • 4 
1.4-1.6.......... . . . . . . .. . .. 6 
1.2-1.4 .................... . 

I.0-I.2 .................... . 

0.8-1.0..................... 19 

o.6-o.8..................... 22 

0.4-0.6.................. . . . 18 
0.2-0.4..................... 13 

O.O-Q.2,, ................ ,., I I 

Loss in score-
0.0-0.2,,., .. , ............ ,. IO 

0.2-0.4 .................... . 

0.4-0.6 .................... . 
o.6-o.8 .................... . 

Over o.8 .................... . 

Average 
annual~ 

volume of 
business 

(ooo omitted) 

pounds 

393 
239 
352 
177 
258 
3 1 7 
302 
265 
282 
358 

205 

144 
188 

74 
107 

Score of butter 
when starting 

to ship to 
Land O'Lakes 

Creameries 

90.1 

90.6 
90.8 
9r.o 
91.2 

9I.6 
91.3 
91.6 
91.6 
91.7 

91.3 
9I.2 

91.2 

9x.5 
92.1 

Greater uniformity in quality of product has also been obtained by 
the Land O'Lakes Creameries, chiefly by laboratory analysis of butter, 
which furnishes information as to its character. The butter received 
from each member creamery is graded according to established standards 
of workmanship for body, color, and package; and according to stand
ards of composition for moisture, salt, and butterfat content. The re
sults of the analyses are made available to field men, creamery operators, 
and creamery officers. More recently, laboratory tests have been made 
for yeast, molds, and bacteria, which affect the flavor and storing quality 
of butter. 

One of the most successful as also orie of the most significant fea
tures of this work is the standardization of the fat content of butter. A 
standard of 80.7 per cent was adopted, as this figure was thought to be 
well within the limits of probable error when buttermakers are striving 
to approximate the legal minimum of So per cent: The effect of the 
attention given to this factor in the composition of butter has been 
to reduce the average fat content. The data in Table X, for example, 
showing the distribution of creameries among the different fat-content 
groups, indicates that there was a distinct tendency to reduce the fat 
content of butter during the first year that the Land O'Lakes Creameries 
gave special attention to the problem. The average fat content declined 
from 8I.6 in July and 82.1 in August, i924, to 8I.2 and 8I.o in May 
and June of the following year. The distribution of creameries accord
ing to the different percentages of butterfat content also shows that a 
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larger percentage were more nearly approaching the ideal of composition 
at the end of the year. Some occasionally produced butter of a fat 
content far in excess of the 80 per cent minimum. Others produced 
butter with a fat content below the legal requirements. Such butte·r is 
handled by the Land O'Lakes Creameries in a manner fitting the circum
stances. Butter that is deficient in fat is returned to be reworked or, 
more generally, remade by the manufacturing department of the asso
ciation at the expense of the offending creamery. Butter with an excess 
of fat is often used in the manufacture of milk fat. 

TABLE X 

DISTRIBUTION OF CREAMERIES BY MONTHS ON THE BASIS OF THE AVERAGE PERCENTAGE OF 

FAT IN BUTTER, JULY, 1924 TO }UNE, 1925 

Percent~ 

age of 
butterfat 

78.0-78.5 
78.5-79.0 
79.0-79.5 
79.5-80.0 
80.0-80.5 
80.5-81.0 
81.0-81.5 
81.5-82.0 
82.0--82.5 
82.5-83.0 
83.0--83.5 
83.5-84.0 
84.0-84.5 
84.5-85.0 
85.0-85.5 
85.5-86.0 
86.0-86.5 
86.5-87.0 
87.0-87.5 

No. of 

July Aug. Sept. Oct. Nov. Dec. Jan. Feb. l\Iar. Apr. l\Iay June 

2 

13 

rs 
JI 

13 
6 

r9 
48 
50 
32 
13 
II 

I2 

48 
6I 
42 

31 

J2 

2 

I2 
29 

63 
53 
41 

25 

7 
2 

2 

22 

45 
52 
50 
JI 

IJ 

3 

6 12 

30 38 
45 76 
64 74 
59 49 
43 29 
21 15 

13 2 

8 2 

2 

8 
25 
40 
66 
82 

52 

J2 
20 

9 

5 

2 

2! 

9 
2 

2 

4 
22 37 
76 9I 
96 102 

So 67 
52 30 

19 13 

6 7 
2 

3 
6 

creameries.... 85 I89 230 236 233 295 30I 347 354 360 356 348 
Av. butterfat 
content ....... 8r.6 82.r 8r.5 81.6 8r.8 82.r 81.7 80.8 8r.6 81.2 8r.2 8r.o 

Special attention has been given in recent months to sanitation in 
member creameries. During the first six months of this work, about 
fifty per cent of the member creameries were inspected and the plan 
is to include all creameries at the earliest opportunity. The inspections 
are made by the district field men in co-operation with the laboratory. 
A district field man or occasionally a representative from the associa
tion, obtains samples of cream, water, and butter from a creamery for 
examination at the laboratory. Creamery operators, as well as inter
ested officials, are then notified of the sources of contamination and 
advised regarding improvement measures. In order to facilitate this 
improvement, the building and equipment are cleaned and another set 

.>-
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of samples is obtained before the field man leaves, m order to deter
mine how thoroly the cleaning has been clone. Future shipments of 
butter are tested regularly, and the operator is informed of the progress 
made. If contamination recurs another inspection may be made. 

Many samples of butter are stored under conditions of commercial 
storage in order to determine the effect of yeasts and molds on the 
keeping quality. These samples also serve as valuable checks on the 
quality of transportation se'rvice, particularly when butter is shipped 
to distant markets, or on the service of storage warehouses where the 
butter is bought by dealers and stored for a considerable time. The 
labotatory analyses, as well as the inspection service, thus give the 
managers of country creameries infotmation which will help them to 
produce butter of more uniform quality as well as of higher score than 
is available to creameries operating and marketing independently. 

The various efforts of the Land O'Lakes Creameries are now being 
co-ordinated and the i·esults of inspection and laboratory analysis are 
being summarized monthly for member creameries. This furnishes a 
measure of the efficiency of the creamery operator that can be used as 
a basis for measuring progress and comparing the achievements of but
termakers of different creameries. Experiment along this line with 
the creameries in one district has proved so valuable that plans are 
completed to extend the service to all member creameries. · 

No accurate measure can be presented of the effect of many of 
these efforts of the Land O'Lakes Creameries upon the quality of 
butter. The laboratory analysis has been started too recently and meas
ures for many of the factors that determine quality of butter-body, 
color, and package-are too indefinite for accurate measurement. It 
is reasonable to assume, however, that butter of more uniform quality 
and package should be produced if creamery manage'rs utilize the in
formation and advice provided by the experts of the central organization. 

SELLING BUTTER CO-OPERATIVELY 

The Land O'Lakes Creameries undertook to sell butter for member 
creameries chiefly to take advantage of the tendency of large users of 
butter to buy large quantities of a uniform quality and of the econ
omies of more direct selling. Oth_er advantages may be realized, but 
they are probably _of minor importance. 

The common practice of Minnesota co-operative creameries that do 
not sell co-operatively in the central markets is to sell butter to whole
sale receivers in a few latge markets. Some creameries develop special 
outlets-dining cars, hotels, hospitals, schools, and retail stores in large 
cities-but these sales represent only a small percentage of the butter 
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marketed because local creameries do not produce enough butter of 
sufficiently uniform quality to permit economical marketing in this way. 
Butter is sold chiefly to wholesale receivers in I'\ ew York City, Phila
delphia, and other markets. :Vlinnesota Technical Bulletin 268 shows 
that in 1919 and 1920, 5.4 per cent of the butter produced by local 
creameries in Minnesota was sold to creamery patrons, 7.2 per cent 
was sold to others locally, and the other 874 per cent was shipped. Of 
the butter shipped, 54 per cent went to New York City, 19 per cent to 
Philadelphia, 16 per cent to other points, chiefly in the East, 2 per cent 
to Chicago, and 9 per cent to Minnesota cities. ' 

The new co-operative selling program necessarily calls for new mar
keting technic and a redistribution of the butter supply among whole
sale markets, if the objectives of co-operative selling are realized. 
Assembling butter near points of production for inspection, grading, 
weighing, and consolidation into carlots was one of the frrst important 
changes in the new selling program. Arrangements have been made 
with the railroads to concentrate butter at points convenient for assem
bling and shipping and to give grading and inspection privileges for a 
small charge. Butter is now concentrated at Minneapolis, Duluth, and 
Chicago. In all cases where through rates apply from shipping point 
to ma·rket on routes passing through Minneapolis or Chicago, carloads 
of butter may be unloaded for inspection and then reshipped at the 
same through rate plus a transit charge of 3 cents per hundredweight. 
This charge covers the cost of switching and providing a refrigerator 
car when the butter is ready to be shipped. The same transir 'rate 
applies via Duluth, altho transportation by this route is a combination 
of rail and water. This route can be used only part of each year, but 
it offers attractive rates for butter produced in Northern Minnesota 
du·ring the season of navigation on the Great Lakes, and large quanti~ 
ties of butter are sent over it. Less than carlot quantities are shipped 
to concentration points at local freight rates without additional charge 
for delay incident to inspection. 

Another innovation in co-operative marketing of butter is branding 
and advertising. Formerly, much high-quality butter was purchased 
by wholesale receivers and jobbers, advertised and sold under private 
brands. Creameries may have received some of the advantages of such 
selling methods but, if so, the gains were realized only indirectly through 
the higher prices which competition may have forced dealers to pay. 
The advantages of the Land O'Lakes brand now accrue directly to 
co-operative creameries. Only sweet cream _butter scoring 93 or higher 
is sold under this brand. Another distinctive feature of butter thus 

s J. D. Black and E. L. Guthrie. Economic aspects of creamery organization, r 92 ~ 

(No longer available for distribution.) 



30 MINNESOTA BULLETIN 244 

branded is that an official inspection certificate stating that the butter 
scored 93 or higher when inspected is enclosed in every carton and 
stamped on every tub. Such certificates obviously have much adver
tising value, as they put the stamp of authority on the quality of the 
product. The certificates enclosed in the cartons have the additional 
featu·re of being easily identified by having perforated on them the 
number of the creamery that made the butter, the churning number, 
and the date of packing. 

The policy of successful business firms is generally followed in 
making the terms of sale conform to the wishes of buyers so far as 
such a policy is practicable. Butter is sold in packages of different 
sizes, and on different price bases. The most common unit of sale is 
a carload of butter of the same quality, altho the needs of buye'rs re
quire modification of this rule as to both quantity and grade. 

Butter is packed chiefly in tubs altho, as the selling program pro
gresses, an increasingly large percentage is packed in one-pound cartons. 
Not only is the association securing more outlets that demand print 
butter, but some of the outlets that once bought tub butter are now 
buying tlie pound package. This change in the nature of the de~and 
seems to be due partly to the tendency of consumers to demand package 
food products and partly to the efforts of the sales department of the 
Land O' Lakes Creameries to encourage retail stores to sell butter in 
cartons. This policy has the two important advantages of conforming 
to the trend of consumer demand and retail practice and of allowing 
the co-operative selling system to reach the consumer more directly by 
controlling the package in which the product is finally sold. 

A print room is maintained in which butte'r is packed in small pack
ages. The pound print is most common, altho there is a growing de
mand for half-pound and quarter-pound prints. Other types of pack
ages are also used to suit the convenience of buyers-tin cartons for 
the trade in the tropics and South America, or the "family roll" which 
is prepared for customers who are prejudiced in favor of dairy butter 
and which conforms to the shape into which farm butter is commonly 
molded. Only sweet cream butter scoring 93 is put in cartons bearing 
the Land O' Lakes brand. Butte'r of other scores is printed but does 
not have the brand of the association on it. Such cartons frequently 
bear the trade mark of the buyer. 

Printing and packaging are therefore important activities of this 
new marketing system that require much space and labor. The print 
room, as now equipped, has a daily capacity of 125,000 pounds with 
one eight-hour shift of labor. Space is available in the plant to install 
additional equipment and to double the output of print butter. These 
services necessarily cause increased costs of marketing, altho the extra 
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price received for butter in cartons fully compensates for the added 
expense. Such butter generally sells at a premium of rY:i to 2 cents 
per pound over tub butter. 

Sales are also made on a basis to suit the customer, altho a large 
percentage of butter is sold on agreement calling for the delivery of a 
given quantity of butter of a given quality, generally weekly, through
out the year. The association plans to Eell as much butter as possible 

Fig. 7. Part of the Print Room, Land O'Lakes Creamery 

in this way because it minimizes sales effort and because it is thought 
that the prices that buyers pay for assured quantities of the desired 
quality are higher than could be obtained by finding buyers only as the 
butter is 1·eceived. All butter can not be sold in this way, however. 
The supply and the quality of butter vary. Some dealers, especially 
in large markets, object to buying on this basis. They prefer to buy 
as they buy from creameries or as they previously bought from cream
eries that are now members of the Land O'Lakes Creameries. 
Moreover, small quantities will continue to be needed to supply the 
unexpected needs of customers who buy regula·rly on agreement. 
Nevertheless, a large amount of supplies can be contracted for, espe
cially in periods of small receipts, if production is accurately forecast. 

The price of butter, whether or not it is sold on agreement, is gen
erally based on New York or Chicago quotations. A Chicago quota
tion is used in dealing with buyers at most markets outside of New 
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England, New York City, and Philadelphia. Merchants at these mar
kets prefer to use the quotations for New York City because. of close 
proximity to that market and keen competition with dealers in it. The 
use of the I\ ew York quotation is gradually being extended to other 
markets, however, especially in selling butter of the best quality, as 
price quotations for New York a1·e most satisfactory by virtue of the 
pre-eminence of New York Cty as a market for country creamery but
ter. Prices are generally quoted by the sales manager as a premium 
over or a discount under the quotations for extras, and they generally 
apply to the quotation on the elate of arrival of butter at destination, 
altho occasionally sales are made f.o.b shipping point and the price 
applies at time of shipping. 

A recent but interesting development is the co-operative advertising 
of butter by dealers and the association. Various arrangements are 
made as to the division of expense and the type of advertising. depend
ing upon individual circumstances. Billboards, newspapers, handbills, 
and printed material for retail stores (as showcase cards, window 
stickers, and streamers) are the principal advertising media used. Owing 
to the experimental nature of the advertis"ng done, no conclusions can 
be drawn as to its effectiveness, altho the managers are sufficiently 
encouraged by the expehience to extend the plan gradually to other 
markets. An advertising fund is provided and a comprehensive analy
sis of butter markets is being started before definite plans are formu
lated for more extensive advertising of Land O'Lakes products. 

Wider distribution between markets is seemed. Carloads of butter 
were shipped direct to more than So important wholesale and jobbing 
centers in 1926 and 1927 and the tendency seems to be for the distri
bution to become even wider. These markets, it will be noted from 
Figure 8, are widely scattered over the lJnited States, altho they are 
located chiefly in the eastern half of the country. New York City, 
which previously ranked first in receipts of Land O'Lakes creamery 
butter, was second to Boston in 1926, only 21 per cent of the output 
of the Land O'Lakes creameries being shipped to New York in that 
year as compared with 54 per cent for all Minnesota creameries in 1920. 
Thirty-six ma·rkets took over a million pounds each. 

Two possible important advantages to be gained from this wider 
distribution of butter are: ( l) saving in freight charges and ( 2) a 
higher price for butter. A comparison of the freight actually paid 
and the amount tll'.lt would have been paid if all butter had been mar
keted in New York City indicates that substantial reductions in trans
portation costs have been realized. The average monthly saving for 
the twelve months from July, 1924 to June, 1925 was more than $ro,coo 
(See Table XI). Variations in the amount of saving depend upon the 
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nature of the distribution, but in only one month of this twelve-month 
period was the loss large. It is true that not all of the butter would 
have been shipped to N'ew York City by the regular method of mar
keting, but a sufficiently large proportion would have gone to this 
market and neighboring cities that have the i\ ew York City rate to make 
this comparison significant. 

TABLE XI 

COMPARISON OF FREIGHT PAID BY LAND O'LAKES CREAMERIES AND AMOt:'XT THAT WOL'LD 

HAVE BEEN PAID IF BUTTER HAD BEE~ SHIPPED TO XEW YORK CITY, 

JrLY, 1924 TQ JUNE, 1925, INCLUSIVE 

1924 

July 

Month 

August ................................... . 
September ................................ . 
October .................................... . 
November .................................. . 
December ................................. . 

1925 
January ................................... . 
February ................................. . 
March .. : ................................. . 
April 
May 
June 

Gain 

$16,428 
6,042 

16.634 
I 2,5 I 7 

39,670 

I ,762 
18,806 

7,459 
16,861 

:Monthly average .....................• $10,103 

Fig. 8. Principal :\Iarkets for Land O'Lakes Butter 

Loss 

$9328 

3958 
1655 

The effect on butter prices of the co-operative selling program 1s 
less easily demonstrated because price data are inadequate. That the 
Land O'Lakes Creameries is an important price factor in the butter 
market can not be disputed. Size, alone, gives it a bargaining power 
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possessed by no local creamery and realized by only a few wholesale 
deale'rs. A national sales organization has an advantage in being able 
to select the best markets. 

It is also reasonable to assume that the standardization and the 
selling and advertising program have in some rr:e:isure increased the 
demand for butter. Consumers' habits of buying butter are easily 
changed.9 Moreover, the experience of other large butter marketing 
conce'rns that market.in a similar manner has been favorable. Out of 
20 large dealers located in 15 of the principal American butter markets, 
I 5 expressed themselves as believing that improvement in quality of 
butter when accompanied by modern sales methods increases the per 
capita consumption.10 Only four dealers thought that no change in 
consumption results from improving quality. One dealer was of the 
opinion that improvement in quality had prevented a decline in per 
capita consumption that would otherwise have taken place, because 
consumers prefer butter to butter substitutes if butter of good uniform 
quality can be had. Uniformity in quality was emphasized by many 
of these dealers as being a very important factor affecting the demand 
for butter. A majority of dealers thought that better butter is con
sumed more freely because it is more palatable. Seve·ral dealers believe 
that only the demand of consumers of the largest income groups is 
affected, while one national distributor believes that tr e incre1se due 
to better quality has been especially pronounced in the South. 

It would be hazardous to estimate the effect of such influences 
upon prices. Undoubtedly, the price of high-scoring butter has been 
affected most favorably because emphasis has been placed on selling 
this product. Indeed, it is possible that this policy of the association 
has depressed the price of low-sco're butter, as the invasion of the 
association into southern and middle western markets that have been 
distinctly centers of consumption of medium and low-quality butter 
seems to indicate that high-score butter has to a considerable extent 
been substituted for a low-score product. Margins between the differ
ent scores in the markets to which butter is shipped, if available, would 
help to explain this problem, altho they would not be conclusive evi
dence of whether p·rices of a particular grade are absolutely higher or 
lower. They would merely show the effect of the selling program on 
the relative values of. the butter of different score. 

What logically seems to have taken place, then, is that the demand 
for high-grade butter has been increased and that low-grade butter has 
been only partly replaced by it. The level of prices for butter sold by 

9 An unpublished study of factors determining butter prices, by T. G. Stilts, points out that 
the consumption of butter fluctuates widely with changes in price. 

10 This number includes 6 chain stores companies and 14 jobbers and wholesalers. Dealers 
who handle Land O'Lakes butter and who do not are included. 
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the Land O'Lakes Cl·eameries is probably higher, and the price of 
butter sold by other agencies has doqbtless been similarly affected, altho 
not to the same extent. These conclusions seem warranted from the 
nature of the publicity and sales program, and the mild flavor, which 
encourages the consumption of Land O'Lakes butter. 

A detailed study of sales for two months, selected at random, shows 
that butter was sold in markets outside of New York City at prices 
averaging approximately l/3 cent higher than New Yotk City quota
tions, when differences in freight charges are considered. Approx
imately the same gain was evident when prices actually received in 
New York City wel"e compared with sales prices in other markets.11 
The gains appear to vary between markets, depending upon local con
ditions and the ability of the sales department to establish good trade 
relations. This is not a problem peculiar to co-operative butter mar
keting. Maintaining similar prices in different markets, meeting com
petition by price concession here or by raising prices thete, are common 
problems of sales organizations operating in a national market. The 
problems of butter selling alone constitute a large study and are not 
within the scope of this bulletin. 

Attention has also been given to developing markets in the vicinity. 
Member creameries have developed local sales of butter, and sales of 
Land O'Lakes butter have been pushed in Minneapolis and St. Paul. 
Creameries have been encouraged to sell high-grade butter to the local 
trade when low-grade butter was sold and to persuade their patrons 
to consume the product of their own marketing enterprize. One result 
of this effort, as pointed out in a previous section, is that approximately 
one-third of the member creamel"ies that formerly sold chiefly low
scoring butter are now selling primarily their best product. This change 
has been effected since the creameries joined the association. Moreo~er, 
only 6 per cent of member creameries now sell exclusively second-grade 
butter locally, 8 per cent sell both second and first grades, and 86 per 
cent sell theil" highest grade exclusively. Approximately 88 per cent of 
the local sales reported by 207 creameries for two months in 1926 we:t:e 
of high-grade butter, the exact percentages being 86 in July and 90 in 
December. This means that the major part of this aspect of the local 
sales program has been realized. 

Available data do not indicate how much the consumption of country 
creamery butter has increased or how much it may be stimulated by 
local sales campaigns. Sales of butter by creameries are large, however. 
The total local sales reported by 207 creameries were 560,900 pounds 
in July, 1926, and 402,000 in December of the same year. This in-

11 Only prices. of solid-pack butter are included in this analysis. 
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dicates total annual sales of about 5;?4 million pounds, assuming that 
the sales in these months were ·representative of the whole year, or in 
the neighborhood of 12 million pounds for all member creameries. This 
represents about 13 per cent of the total butter production of these 
creameries. The percentage sold locally varies widely, depending upon 
the nature of local -competition, the price policy, and the size of the 
consuming population in the local trade area. As the central organiza
tion has no control of local sales policies, its influence in stimulating 
local sales has been only indirect. Moreover, its effect has been only 
nominal because the management has considered that member cream
eries are in a better position to handle the local market problem than 
is the central organization. 

The development of a market for high-scoring butter in Minneapolis 
and St. Paul is an interesting feature of the selling program. The 
Twin Cities have long been recognized in the butter trade as a market 
for centralizer butter. The introduction of a high-scoring butter, there
fore, encountered the difficulty of displacing well established brands. 
Moreover, it was generally thought that butter selling at a premium 
over that which was consumed in the Twin Cities could not be sold in 
large quantities. 

The experience of the Land O'Lakes Creameries during its three 
years of selling in the Twin Cities seems to have disproved this theory, 
at least in part. The amount of Land O'Lakes butter sold in 1927 was 
approximately twice that marketed locally in 1925, the first full year in 
which the association sold butter in Minneapolis and St. Paul. Adver
tising on billboards, through "dealers' helps," handbills, and newspapers 
has been carried on intensively and has supplemented the large amount 
of publicity that the association has received by establishing its head
quarters in the Twin Cities. A part of the larger distribution is 
ascribed by the management to the lower margins taken by retailers. 
The lower retail margin, and hence the relatively lower price may have 
been made possible by the larger volume handled. In fact, it is prob
able that this is part of the explanation for the larger sales. 

Twin Cities distribution is handled by the Land O'Lakes Cream
eries much the same as by other jobbers. Salesmen solicit orde·rs and 
make deliveries. Ten salesmen, with as.many trucks, are provided for 
this work. Distribution is through chain stores and other types of 
retail stores. All butter is sold for cash or on weekly credit. The 
credit department provides the necessary information for extending 
credit and making collections. Only high-scoring sweet cream butter 
in prints is sold in this market. 

This selling' program has necessitated the pooling of butter. Pool
ing is done by score. Settlement is made with creameries on the basis 
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()f a 92-score butter with differentials in price for the different scores. 
These price differentials, which are determined each month by the board 
.of directors, are so set as to establish a settlement price that reflects 
the market value of butter of each score during the selling period. This 
method of determining the settlement price is necessitated by the policy 
of selling a small amount of butter of different scores, without maintain
ing its pool identity. Since complete data as to receipts from sales and 
expenses are not available at the time of settlement (payment being 
made to creame1·ies on the l 5th of the month following the settlement 
of a monthly pool), member creameries are paid partly on the estimates 
()f probable sales and expenses. Sufficient information is generally 
available, however, by the roth of the following month. when settle
ment prices are determined, to make it possible for the board to 
establish the price without serious overpayment or underpayment of 
creameries contributing to any pool. 

SIDELINE ENTERPRISES 
Creamery Supplies and Equipment 

A supply depa·rtment of the Land O'Lakes Creameries was organized 
in January, 1923, to sell a complete line of supplies and equipment. 
The volume of business of this department has grown at a surprising 
rate. The net sales, as given in Table XII, have increased from $440,
ooo in 1923 to $1,671.000 in 1926, and $1,520,000 in 1927. Profits, also, 
have increased from $37,000 to $128,000 in the same period. 

TABLE XII 

SUMMARY OF SUPPLY BUSINESS OF LA~D O'LAKES CREAMERIES, Ixc., 1923 TO 1927 

Year N' et sale's 

( ooo omitted) 

1923................................. $ 440 
1924................................. 1104 

1925................................. 1438 
1926......................... 1671 
1927......................... 1520 

Profits 

( ooo omitted) 

$ 37 
IOO 

I 35 

148 
128 

The savings of the supply department have also been important, 
particularly in the development stage of the Land O'Lakes Creameries, 
in building up the morale of the organization. It is sometimes difficult 
for officers and patrons of co-operative C'l·eameries to realize that they 
:are being benefited by the association's efforts to improve quality, 
standardize and sell the product, and similar services, but they can 
readily appreciate the work of the association when they get the benefits 
in the form of a large patronage dividend. The supply department 
has been able to give the members an actual cash refund and this has 
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been a significant factor in holding the members to the co-operative 
marketing system and insuring its success. 

The supply business has also supplemented the efforts to improve 
the quality of butter by offering supplies sometimes better suited to 
creamery management methods recommended by the central organiza
tion, and by stimulating, through contests and advertising, the purchase 
by farmers and creameries of supplies that are desirable if not necessary 
to improve the quality of butter. A good illustration is the large num
ber of farm coolers sold in 1925 and 1926 as a result of prizes offered 
to creameries having the largest sales. 

Supplies and equipment are sold at prevailing jobbing prices and 
savings are distributed among members on the basis of patronage. 
Another possible policy would be to sell at the lowest possible prices. 
This policy would have the advantage of giving members the savings 
from their purchases immediately, but it also has the important dis
advantage of frequently incurring the ill will of manufacturers and 
wholesale distributors who are selling to competing jobbe1·s. The sale 
of supplies and equipment at prevailing prices has been adopted partly 
for this reason, and also because it provides adequate margins with 
which to pay operating expenses and stimulates sales by holding o'..lt 
the prospects of patronage refunds. 

The method used by the supply department of pro-rating patronage 
dividends is a departu1·e from the generally accepted method, as well 
as an improvement. The common practice in pro-rating patronage 
dividends is to distribute the earnings in proportion to the gross business. 
That is, if two patrons each buy $1000 worth of goods and the rate 
of the total net earnings is 7 per cent, each of these buyers receives a 
$70 patronage dividend-7 pe1· cent of the gross purchase. The supply 
department has changed this method so that the patronage dividend is 
based on the gross margin actually realized on the goods sold. A 
credit is made on the account of each patron for the actual gross profit 
on the goods bought, and at the end of the year these credits are totaled 
and each patron receives the dividend on the basis of the amount of 
profit on the kinds of goods purchased by him. This seems to give a 
more equitable distribution of the surplus, patrons sharing mo1·e nearly 
in proportion to what they have actually contributed to the fund. 

Supply department patronage dividends ar.e paid in money or its 
equivalent in preferred stock as provided in the by-laws of the associa
tion. The by-laws provide that until all the preferred stock of the 
association is issued and paid for, the directors may order that not to 
exceed 25 per cent of the net earnings payable to patrons from any 
department shall be paid in preferred stock of the association, at par, 
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and the rest in money. This method has been resorted to only once, 
in 1924. Since then payments have been in cash. 

Supplies and equipment are sold to both member and non-member 
creameries and to creamerie3 in other states, altho chiefly to me:11bers 
and in Minnesota. Only 20 per cent of sales were outside Minnesota 
in 1925 and these were chiefly in Wisconsin. Non-members receive 
the san~e patronage dividends as members, which chiefly accounts for 
the large amount of non-member business. 

Sweet Cream 

Sweet cream is shipped both frozen for ice cream manufacturers 
and unfrozen for table use in eastern and southern markets. Small 
quantities are purchased by eastern cheese manufacturers. 

Sale of sweet cream by the Land O'Lakes Cre:i.meries is another 
illustration of the ability of a large co-operative to take advantage of 
changes in the dairy industry. By being able to sell a cre:im of guar
anteed quality and butte·rfat content in large and dependable volume, 
such an organization can develop large and distant markets lo::ated in 
regions where cream is produced at relatively high cost. An important 
advantage of such sales is the stabilization of the butter market in times 
of surplus butter production. Sales of sweet cream have increased 
substantially since they were first made, in March, 1925. They were 
38 per cent larger in 1926 than for the corresponding 1~er'.od in 1925, 
and similar increases were realized in 1927. Sale of sweet cream is 
now the second sideline enterprise in importance. In 1926 it included 
228 carloads of unfrozen cre:im and 89 ca1·lcads of frozen cream, a tJtal 
of 317 carloads, having a sale value of approximately 2~ million 
dollars. 

Powdered Milk and Powdered Buttermilk 

The manufacture of powdered milk and buttermilk has only 
recently been undertaken by member creameries of the Land O'Lakes 
Creameries. Two types of powdered buttermilk are sold. One, manu
factured by a 'roller process, is used chiefly as stock food. The 
other, made by the spray process, is used chiefly in the manufacture 
of ice cream, can~y, soft drinks, bread and pancake flour. This is the 
principal type produced because of its superior quality, altho the output 
of the powder made by the roller process continues to be relatively la:rge 
because of its lower cost of manufacture and because it can be made 
in individual creameries. The large investment in a plant using the 
spray process makes the overhead expense prohibitive for individual 
creameries. This means that manufacture by this process must be by 
co-operative arrangement among creameries, which necessarily results 
in slow development in spite of the superior quality of the output. 
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Not only is the large investment a deterrent to such co-operative activity, 
but it is unusual to find a group of creameries having a sufficient volume 
of buttermilk of similar quality to support such an enterprioe and 
within economical hauling distance of a central plant. Eighteen cream
eries producing sweet buttermilk a're members of the association that 
operates the one plant using the spray process. Trucks equipped with 
thermos tanks and owned by the powder manufacturing 'association 
assemble the buttermilk at the plant. Only powdered buttermilk is made 
at this plant. 

All powdered products are sold by the Land O'Lakes Creameries 
under the association b'rand by agreement between the central organiza
tion and individual creameries or the manufacturing association. 

Cheese 

The marketing of cheese, altho undertaken primarily to provide 
cheese for patrons of member creameries, is now becoming an important 
business in the central markets. A new-process cheese, specially blended 
fo'r the Land O'Lakes Creameries, is handled. It is sold in one-half 
pound cartons and in two- and five-pound loaves in four styles
American. Brick, Swiss, and Pimento. Sales have grown among buyers 
of Land O'Lakes butter without sales effort, so the management main
tains, and in May, 1927, they amounted to approximately 120,coo pounds 
monthly. 

Cottage Cheese 

Cottage cheese provides a market for the skimmilk of a few cream
eries that receive whole milk and helps to complete the line of dairy 
products handled. 

Milk Fat 
Milk fat is the last article to be put on the list of dairy p'roducts. 

handled by the selling association. It consists of pure fat obtained from 
butter by a special process. As only the fat of butter is used, this 
product provides a grn;>d market for butter that has good flavor but that 
scores low because of poor workmanship. Manufacturers of candy and 
ice cream a're the principal buyers of milk fat, as they are also the 
principal customers for frozen cream and powdered buttermilk. 

Re-conditioning Tubs 

Butter tubs are cleaned, sterilized, and sanded. This enterprise be
comes increasingly important as the amount of butter that is printed 
grows. The reclaiming of the tubs in which butte'r is received and 
sale of them to member creameries is not only an additional source of 
income fo'r the central organization but also a source of low-priced tubs. 
for creameries. 
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Churning 
A churning department is maintained to provide an outlet for cream 

that a member creamery may wish to sell, or to re-work butter that 
does not meet the legal requirement of 80 per cent fat. This cream 
is paid for on the basis of its butterfat content and quality. A charge 
is made against a creamery for re-working its butter and the creamery 
must assume any loss in weight that may result from re-making. 

Eggs 
Eggs have been marketed since butter was first sold, but they have 

been handled on a relativeiy small scale and chiefly as an accommodation 
to butter customers in Minneapolis and St. Paul, until the latter part 
of 1927, when this part of the business was expanded. As a part of 
a new plan then adopted, eggs are being purchased from member cream
eries and other local co-operative associations marketing eggs, assembled 
at the Minneapolis plant, candled, sorted, and graded, and sold under 
the Land O'Lakes brand. 

FINANCIAL ORGANIZATION 

The amount of capital required to finance a butter marketing organi
zation with an annual business valued at nea.rly 40 million dollars is 
necessarily large. Inventories, outstanding accounts with creameries 
and dealers, cash on hand to meet current expenses, machinery and 
equipment, and buildings, to mention only the principal ~apital require
ments, together with other assets of lesser importance, were valued at 
2~ million dollars in 1928.12 

Of this amount, nearly 40 per cent was provided by member cream
eries through the purchase of capital stock, the profits left in the busi
ness, and the deductions from the proceeds from the sale of butter that 
are made specifically to create working capital and are in addition to 
deductions made to meet operating expenses. 

The amount of capital stock issued is relatively small. On January 
1, 1928, it was less than $50,000, nearly half of which was preferred 
stock issued to patrons of the supply department in lieu of cash for 
patronage dividends in 1924. The rest was common stock sold to mem
ber creameries, which are required to purchase, as a minimum, one $25 
share for. each 50,000 pounds of butter manufactured in the year 
previous to joining the association. 

Profits left in the business are a much more important source of 
capital than capital stock. They amounted to approximately $475,000 
in 1928, of which 40 per cent was surplus and 6o per cent undistributed 

12 According to the annual report of the association on December 31, 192.7, it was 
$2,776,499.09. 
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income. This method of financing has been made possible partly by 
the slow development of the organization but chiefly by the fact that 
the bills of lading which are offered as security are recognized as high
class security for loans. It also has the advantage of raising capital 
more easily than the sale of capital stock. This method would not have 
been possible if the business had not been profitable. Sideline enter
prises, particularly the machinery and supply department but also, to 
a lesser extent, the Twin Cities sales, cheese, churn room, cream, and 
milk powder departments, have generally yielded a profit. No p:i.rt of 
the receipts from butter sales has been appropriated for the surplus 
fund; income from this source is wholly distributed to butter after 
operating costs of the butter sales department have been covered. 

Deductions from the returns for butter sales are the principal source 
of stockholders' capital contributions. The marketing agreement pro
vides that the association may deduct from the sale of butter not to 
exceed lh cent per pound of butter. Association notes, called certificates 
of indebtedness, maturing in two years and bearing 6 per cent interest, 
are given to member creameries for these deductions. This is not only 
a more convenient method of raising capital than the sale of capital 
stock and a quicker method of getting it than by the accumulation of 
surplus, but also has the• advantages of distributing the responsibility 
for furnishing capital among members on the basis of volume of 
business and providing a revolving fund that can be adjusted to chang
ing capital requirements more easily than surplus or capital stock. At 
the same time, Twin City bankers, from whom the association obtains 
most of its loans, consider this part of the stockholders' equity in the 
business as satisfactory, from a lending standpoint, as capital stock and 
surplus. Such deductions have thus far been made as seem warranted 
by the financial needs of the association and by the condition of the loan 
market. At no time have they exceeded the 1h cent per pound provided 
for in the marketing agreement, and generally they have been consider
ably less than this amount. On the average, about % cent per pound 
of butter has been deducted. On January 1, 1928, the fund thus accu
mulated amounted to about y; million dollars, or about 19 per cent 
of the capital of the association. 

Borrowed funds are also an important part of the working capital. 
Part o{ this capital is obtained on open accounts by purchases of ma
chinery, supplies, and packing materials, altho it is secured chiefly 
through drafts drawn on butter and cream buyers. These drafts a're 
drawn when butter and cream are shipped and are deposited at banks for 
immediate credit. They represent short-time loans, as an average of only 
11 days is needed to get 'returns from dealers. Substantial loans are ob
tained also from Twin City banks to finance current capital requirements 
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that can not be met by funds from other sources. These are likewise 
short-time obligations, as the funds are obtained, primarily, to market 
butter. Longer commitments are necessary during the butter storage 
season, but the amount of butter stored by the association is relatively 
so small and the storage period so short that it does not materially in
crease the average turn-over of borrowed capital. 

The practice among member creameries of demanding advances 
against butter shipped substantially increases the requirements for op
erating capital by the association. Originally, creameries waited for 
returns from butter shipments of a monthly pool until the settlement 
of the pool on the I 5th day of the following month. This arrangement 
seemed to wo·rk such a hardship on creameries buying butterfat for 
cash and for others that were short of operating capital, and on banks 
with which creameries had accounts, that a plan was adopted to permit 
a member creamery to draw drafts not to exceed 80 per cent of 
the sale value of butter at the time of shipment to the association. 
About two-thirds of the creameries avail themselves of this opportunity 
to obtain returns from shipments sooner than would otherwise be 
possible. In order to distribute the additional cost of financing thus 
incurred, interest at the rate of 5 per cent is paid on proceeds from 
butter sales to any creamery that does not ask for advances, and interest 
is paid on such portion of the balances as the creamery could withdraw 
in the form of advances. At the same time, creameries are encouraged 
to provide a larger part of the operating capital of the association by 
receiving a higher rate of interest on unused balances than can generally 
be obtained at country banks. 

The financing of the fixed assets of this association, as of most 
other marketing organizations, is comparatively easy because of the 
relatively small investment in this part of the business. Capital is 
needed primarily to finance the commodity. A modern warehouse 
adequate for present needs and in which is also located the headquarters, 
is provided by Minneapolis business interests on favorable terms on a 
rental-purchase basis. Offices maintained in other cities are rented. 
Machinery and equipment, office furniture and fixtures include the other 
principal items of this part of the investment. They, too, have small 
value in relation to the size of the business, and are exceeded by capital 
stock and surplus by a comfortable margin. 

OTHER SERVICES 

Many other services can be given to co-operative creameries by a 
central sales organization, as was pointed out in the opening section of 
this bulletin. Less attention will be given to them than to the services 
already discussed, however, chiefly because less emphasis has been placed 
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upon them by the Land O'Lakes Creameries but also partly because the 
effect of such services upon the dairy industry is difficult to measure. 
For example, much information is sent to member creameries that will 
assist them with creamery practices and that is in addition to the assist
ance offered especially in the production of Land O'Lakes butter. But
termakers are informed of changes in the manufacture of butter, par
ticularly as regards the quality of butter, which only a central organiza
tion can detect in the early stages by virtue of its statis.tical organization. 
At the same time advice is given as to the best method of manufacture 
under the new conditions. Advice is also given in the selection of 
managers and buttermakers when advice is sought. . Some assistance is 
given in accounts and audits, altho no special attention has been given 
to developing this service. Unnecessary duplication of co-operating 
creamery organization seems to have been avoided as a result of the 
influence of the central organization, in a few cases, altho less influence 
has been exercised in this regard than is possible, so the management 
maintains, because of the fear of incurring the ill will ·of competing 
community factions. 

The standardization of weights of butter packed in tubs should also 
·be mentioned. Tub butter is generally bought on the open market on 
the basis of the number of full pounds, no payment being made for 
fractional weights. The field service and inspection departments have 
done much to reduce losses thus incurred. A report is sent to each 
buttermaker showing the shortage or overweight of the tubs in each 
churning and the importance of correct weights is further impressed 
upon buttermakers by including proper weights as an important factor 
in workmanship contests. The trade practice of requiring tubs of butter 
to contain _% of a pound more than the marked weight of the tubs is 
followed. A tolerance of an additional 1h pound is allowed without 
prejudice to a buttermaker, in the workmanship contests. 

A small line of refrigerator cars, arranged for with private com
panies and used exclusively for shipping butter, provides transportation 
equipment that is free from odors injurious to the quality of butter. 
At the same time it makes possible better arrangements with the rail
roads for assembling butter at concentration points. Collection of claims 
against public carriers for overcharges and occasionally against dealers 
who are slow in settling accounts is a part of the service. Obviously, 
this service is rendered only to creameries marketing under the shipping 
service arrangement. The association also represents the dairy industry 
where the interests of the industry as a whole are involved. 

Previous discussion indicates that the most immediate problems of a 
-central co-operative butter sales organization are the improvement of 
quality of product and the establishment of a sales organization. Other 
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services mentioned have developed slowly on this account, altho more 
attention is given them as the quality improvement and sales programs 
progress .• These developments are calling for a closer analysis of the 
business, amecessary correlary to any business, whether co-operative or 
proprietary,· when trade expands and services multiply. The manage
ment is afrea?y beginning to appreciate that research, in addition to the 
present statistical service of the general office, would be a valuable 
asset to the organization by permitting the development of such new 
service as assisting co-operative creameries with business practices and 
problems of internal efficiency. At the same time such a department 
could contribute to present service departments by studying such manu
facturing methods as affect the keeping quality of sweet cream butter 
and powdered buttermilk, or by analyzing such economic aspects of the 
business as trends in the price of butter and factors affecting prices. 
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