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CREAMERY BUSINESS ANALYSIS
Lroyp L. Urrvor, HaroLp F. HoLLAaNDS

INTRODUCTION

The successful business manager requires immediate access to ac-
curate data concerning his business and the costs and results of its
operation. A satisfactory accounting system will provide such data.
The absence of such a system often leads not only to inefficiency in
operation and management, but to business failure itself.

The creamery business is no exception. Since a creamery may be
engaged in the whole-milk business and in the sale of various sidelines,
as well as in the processing and manufacturing of raw materials into
one or more finished commodities, it is confronted with the problems of
both commercial and manufacturing establishments. Such a creamery
has a particular need for a good accounting system.

Every year each Minnesota creamery issues an annual report, which
includes a statement of the financial condition of the creamery at the
end of the year and a summary of the business operations during the
year. This annual statement is prepared primarily for the benefit of
patrons and directors, but it may also serve as a source of data for the
annual report required by the State Department of Agriculture, Dairy,
and Food. These reports, however, lack uniformity and are frequently
vague as to the meaning of certain information. Patrons and directors
often find it difficult to interpret the status of their own creamery or-
ganization and to determine its status in relation to that of other cream-
eries. That there is a distinct need for standardization of accounting
systems, including preparation of the annual report, is evident. Such
standardization should result in an interchange of ideas and more sensible
competition, as well as in increased efficiency and hetter business methods
throughout the industry.

The purposes of this bulletin are to indicate the general types of
information that should be included in an annual creamery report, to
show patrons and other persons how to analyze and interpret such a
report, and to indicate the general financial condition and the operat-
ing efficiency of the cooperative creameries included in the study.
Some methods proposed in this publication are not now in common use
among creameries. IHowever, changes that aid in the analysis of cream-
ery reports are warranted.
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SOURCE OF MATERIAL

The material used for analysis in this bulletin came from two gen-
eral sources—one, the audit reports of certain Minnesota creameries for
the year ending December 31, 1931; the other, the annual creamery
reports for the same year made to the Minnesota Department of Agri-
culture, Dairy, and Food. The audit reports selected were from those
cooperative creameries which made practically all of their butterfat
into butter and which had only a small sideline business that did not
require extra space or labor. Creameries selling large quantities of
butterfat in the form of milk, cream, or ice cream were excluded, as
were also those having buttermilk driers. The reports to the Agri-
culture, Dairy, and Food Department were selected in the same way.
In addition, analysis was made only of the reports in which the balance
sheet checked properly and the income and expense statement, as well
as the statistical memoranda, appeared to be accurate and complete.

This selection gave 117 cooperative creameries which were well dis-
tributed throughout the counties of the state, but which differed in
volume. The creameries were classified according to volume in pounds
of butter made.

Table 1.—Creameries Classified On the Basis of Pounds of Butter Made*

Group number Group range Number in group

I Under 125,000 pounds of bhutter........................... 6

II Between 125,000 and 250,000 pounds..............cciuuiinnnn 48
III Between 250,000 and 375,000 pounds..............ouiininnnn 34
v Between 375,000 and 500,000 pounds.............cvuiininn.. 16

\4 Between 500,000 and 625,000 pounds..........coouiuninan... 6
VI More than 625,000 pounds............ciiiiiiiiiiiiiiieia.n 7

A Total ..ot 117

* Patrons think in terms of pounds of butterfat. Appendix B provides the data for
these same 117 creameries classified in six groups on the basis of pounds of butterfat pur-
chased. The cost analysis is also given on a per-pound-of-butterfat basis.

PURPOSES AND CONTENTS OF AN ANNUAL
CREAMERY REPORT

An annual report should provide the specific information needed to
determine, first, the financial status of a business, and, second, the re-
sults of the year’s business operations. This information is for the use
of managers, directors, stockholders, and patrons, as well as for cred-
itors, governmental agencies, and the general public. To serve these
two purposes adequately, the report must contain the following three
statements :

1. A balance sheet, which is a statement of the financial condition

of a business at the time the annual report is made.
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2. An operating statement, which shows the various sources of in-
come and the kinds of expenses incurred.

3. A statistical statement, which shows the quantities of commodi-
ties handled and the average prices received and paid for these
commodities. From these data may be determined such infor-
mation as the per cent of overrun and the expenses per pound
of butter made.

ANALYSIS AND METHODS OF INTERPRETING A
BALANCE SHEET

The balance sheet is the most important part of the annual report.
It is logically divided into three main parts, namely, assets, liabilities,
and net worth. This is shown in the balance sheet of the X Cooper-
ative Creamery Association, Schedule 1, page 6.

Definitions of Balance-Sheet Items

Assets include all properties and property rights having monetary
value owned or receivable by the business.

Current assets are cash and other assets readily convertible into
cash through the regular operation of a business.

Investment assets are the values of stocks, bonds, and certificates
of indebtedness issued by other businesses and held by this business.

Fixed assets are those of a permanent nature used in the operation
of the business and not intended for sale.

Other assets include such items as prepaid insurance premiums,
interest paid in advance, inventories of supplies on hand, and prepaid
advertising expenses.

Liabilities are the creditors’ equity in, or claims against, the assets
of the business.

Current liabilities are the claims that become due or payable within
one year from the date of the balance sheet.

Fixed liabilities are the claims that do not become due or pavable
within one year from the date of the balance sheet.

Net worth is the owners’ equity in, or claims against, the assets of
the business.

Capital stock is the par value of the outstanding stock in the hands
of the stockholders at the time the balance sheet is made.

Surplus is the difference between the net worth and the par value
of capital stock outstanding.

1 Frequently investment assets may be turned into cash immediately at face value. Since

this is not done by creameries in the regular operation of their business, such assets are
considered investment rather than current assets,



Schedule 1.—The X Cooperative Creamery Association Balance Sheet,
December 31, 193—

Assets
CURRENT:
Cash:
Undeposited Cash on Hand.....................
Cash in Banks—Checking Accounts..............
Cash in Banks—Savings Accounts...............
Total Cash ... ..oviviiiii i
Accounts and Notes Receivable:
Accounts Receivable—General .................. $
Accounts Receivable—Patrons .................. S
Notes Receivable .............iieininiinennnnn. $.
Total Accounts and Notes Receivable.......... S
Less Reserves for Doubtful Accounts and Notes
Receivable ...... ..., $
Book Value of Accounts and Notes Receivable. .
Accrued Interest Receivable.......................
Inventories:
Dairy Products. ... .....coovevinnniiininnaneenn.
Sidelines ... i
Total Inventories ........ ...,
Total Current Assets..................coiniiin. $

INVESTMENTS:

<N U

<

Y

EZ2

@

FIXED:
Land ... .. $
Buildings . ...ttt
Less Reserve for Depreciation—Buildings...........
Machinery and Equipment........................
Less Reserve for Depreciation—Machinery and Equip-
MENT .« ettt e
Delivery Equipment ............oiveiiiinennennn..
Less Reserve for Depreciation—Delivery Equipment
Office Equipment . ........oviuieieinnireeinnnnn...
Less Reserve for Depreciation—Office Equipment. ..
Total Fixed Assets..........ovuiiiiinenneuneann N
OTHER:

Prepaid Insurance ............c.ooiiiiiniininnnan.
Supplies Inventories .............c.oiiiiiiinnianns
Total Other Assets...............oiviiviinvenn $,
Total ASSets ... vt i e e S

Liabilities

G HOS

A1

T

<N

CURRENT:
Accounts and Notes Payable:
Accounts Payable—General ..................... $
Accounts Payable—Patrons .................... N
Notes Payable ..vovriiniiieeienneiiiieeannns S
Total Accounts and Notes Payable...........
Dividends Payable:
Interest on Capital Stock....................... N
Patronage Dividends .......................... S.
Total Dividends Payable.....................
Accrued Expenses:
Interest on Loans Payable...................... S
Salaries and Wages......ovvvniiiiiiiiinein.
Taxes

o

£

........................................ S

Total Accrued Expenses......................
Total Current Liabilities........... ... ... ... .... $

T’

FIXED:

Mortgage Payable .........cooiiiiiiiiin..
Bonds Payable ...........oiiiiiiiiiiiiii

Total Fixed Liabilities......................... $
Total Liabilities .......o.viiuiiiiiiinnnnernenn..

R

<

CAPITAL STOCK:
Authorized ... ... ...
Less: Unissued .....o.vitiiinininniinnnnnn.. 3
TICASUTY ot it ite ittt ie e e $
Outstanding ...t
Subscriptions <. ... ..o
Total Capital Stock............ccvviinininn..

SURPLUS:
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Schedule 2.—The X Cooperative Creamery Association Balance Sheet, December 31, 193—

Assets
CURRENT:
Cash:

Undeposited Cash on Hand.......
Cash in Banks—Checking Accounts
Cash in Banks—Savings Accounts

Total Cash ...................
Accounts and Notes Receivable:
Accounts Receivable-—General...... S
Accounts Receivable—Patrons N
Notes Receivable ................ $
Total Accounts and Notes Re-
ceivable ........ ... .. oL

Less Reserves for Doubtful Ac-
counts and Notes Receivable. ...
Book Value of Accounts and
Notes Receivable ............
Accrued Interest Receivable.........
Inventories:
Dairy Products ..................
Sidelines .......oiiiiiiiiiiin,
Total Inventories ..............
otal Current Assets...............
I’\‘VESTMEN S
Stock or Other Organizations........
Bonds «..vvniiiiiiiiiiiii e
Certificates of Indebtedness.........
Total Investment Assets..........
FIXED:
Land . .ooniii i
Buildings ....coveiiiiiiiiiaiiaaan
Less Reserve for Depreciation—Build-
\Iachmcry and Equipment..........
Less Reserve for Depreciation—Ma-
chinery and Equipment...........
Delivery Equipment ................
Less Reserve for Depreciation—De-
livery Equipment
Office Equipment......
Less Reserve for Depre
Equipment ................ .
Total Fixed Assets...............
OTHE
Prepald INSULANCE .+ evvivennennnnn
Supplies Inventories ..............
Total Other Assets...............
Total ASSEtS +uvuenvrrineieiniiianaann

RZ 374

“r

e

<44

£

</ -if;
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-|=f1

7

o 4y

LI Uy 7

<

<A

<7

CURRENT:

Accounts and Notes Payable:
Accounts Payable—General
Accounts Payable—Patrons
Notes Payable ..........

Liabilities

Total Accounts and Notes Payable

Dividends Payable:

Interest on_Capital Stock.......... N

Patronage Dividends ......
Total Dividends Payable.

Accrued Expenses:
Interest on Loans Pay able
Salaries and Wages. .
Taxes .....ciiiiiiininn..
Total Accrued Expenses.
Total Current Liabilities.....

FIXED:
Mortgage Payable............
Bonds Payable .............
Total Fixed Liabilities.....
Total Liabilities ............

CAPITAL STOCK:
Authorized ................
Less: Unissued .............
Treasury .............
OQutstanding  ...............
Subscriptions ...
Total Capital Stock.......

SURPLUS:

Accumulated from Previous Years. ..

Undistl ibuted Earnings—Current Pe-

Total Surplus ............

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

Total Liabilities and Net Worth

S

s s s

g

s

“f

-y o

w0

Ra%

S

A n
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A deficit is the amount that the sum of the stock outstanding and
liabilities exceeds the book value of assets.

Since the total investment in the assets of a business is composed
of the two parts, (1) creditors’ investments, or liabilities, and (2)
owners’ investments, or net worth, it follows of necessity that the sum
of the liabilities and net worth must always equal the amount of total
assets.

Balance-Sheet Forms

The arrangement and presentation of the data contained in a balance
sheet may take either one of two conventional forms known as the
account form and the report form. The account form (Schedule 2,
page 7) gets its name from the way the data are arranged, the assets
on the left and the liabilities and net worth on the right corresponding
to the left and right sides of ledger accounts. The report form
(page 6) gets its name from the fact that it is frequently used by
auditors in making reports on the financial status of a business. It is
convenient for this purpose because it is adapted to printing on com-
mon-sized correspondence paper. Each form affords the same detail
with respect to titles and amounts, and each uses identical headings and
gets the same number of intermediate totals of groups, as well as the
same number of classes of data. The report form, however, is the
better one to use hecause of its greater convenience.

Balance-Sheet Analysis

A balance-sheet analysis may take any one or all of three different
forms. A single business may be analyzed at a particular time; or the
analysis may consist of a comparison of balance sheets of the same date
but for several businesses of similar size and general type; or it may
be a comparison of balance sheets for the same business, but made for
different years. The first two types of analysis will be discussed in
some detail, but less attention will be given to the third.

The first question answered by a balance sheet is whether or not
the business is solvent. A frequent error is to assume that the larger
the cash balance a business has in a bank, the stronger is its financial
condition. The solvency of a business depends upon the relation be-
tween the total value of all property belonging to the company (assets)
and the total value of all claims against the property or business, which
is the sum of the liabilities and outstanding capital stock. The com-
parison is made by finding the difference between assets and the com-
bined value of liabilities and outstanding capital stock. When the assets
are the larger, there is a surplus and the business is solvent. If the
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combined value of liabilities and capital stock is the larger, there is a
deficit and the business is insolvent. When the two are exactly equal,
the business is solvent and there is neither a surplus nor a deficit. If
a business having a surplus were terminated, and if the balance-sheet
value of assets were obtained, the money left after paying all liabilities
to creditors and owners would be prorated to the owners in proportion
to the number of shares of stock held by each. When a business is
insolvent, it cannot completely satisfy the claims of its creditors and
stockholders; that is, it cannot pay 100 cents on each dollar owed.
When this condition exists, or even before, the creditors or stockholders
may petition the court to declare the concern bankrupt and to appoint a
trustee to terminate its affairs. The state bankruptcy laws determine
the distribution of a deficit among the creditors and stockholders.

To assist further in the analysis, there are a number of ratios which
may be used. A ratio expresses a relationship or comparison between
the numerical size of two items. For example, if the current assets
of a business are $100,000 and its current liabilities are $50,000, a
ratio of 2 is found by dividing the first amount by the second amount.
It frequently happens that a ratio is less than one. A list of ratios
to be used and the significance of each ratio follows:

Table 2.—Balance Sheet and Turn-over Ratios

D Is the business likely to continue to be solvent? A
CURRENT ASSETS large ratio indicates favorable chances of continued
CURRENT LIABILITIES solvency.*

NET WORTH What is the debt burden of the business? The larger
TOTAL LIABILITIES the ratio is, the lighter the debt burden.
. Avre the owners financing the entire fixed investment?
NET WORTH If the ratio is one or more than one, yes; if less than
FIXED ASSETS one, no.
Is the business holding its own from year to year?
NET WORTH Comparison must be made for several years. It is
CAPITAL STOCK desirable that the ratio be considerably greater than
one.

D 0 To what extent are the fixed assets mortgaged? The
FIXED LIABILITIES smaller the ratio is, the less heavily mortgaged are
FIXED ASSETS the fixed assets.

How efficiently are the fixed assets used? The larger
POUNDS OF BUTTER the ratio is, the more butter is made per dollar 1n-
FIXED ASSETS vested in fixed assets.

. *This ratio may be made larger by having current assets include any investment assets.
This may be desirable for credit purposes.

The first ratio, that of current assets to current liabilities, is an
index of the ability of a business to pay its debts inasmuch as it shows
whether or not a concern can meet its current obligations. A ratio of
one should be the lowest limit. The larger the ratio, the more likeli-
hood there is that creditors will receive prompt and complete payment



10 MINNESOTA BULLETIN 322

on demand. How large this ratio should be depends on the character
of the current assets and on the method of financing used. A ratio
considerably greater than one is desirable if a large part of the current
assets consists of inventory values which are subject to drastic price
declines. Large ratios should exist in cases where the business is
financed by the sale of bonds, since the claims of the current creditors
to the fixed assets are secondary to the claims of bondholders and mort-
gagees.

The ratio of net worth to total liabilities shows the relationship
between the two main sources of capital and expresses the number of
dollars of owners’ capital in the business for each dollar of creditors’
capital used. The larger the ratio, the less is owed to creditors per
dollar of owners’ investment; therefore the lighter the debt burden and
the less justification for criticism of being top-heavy with debt.

Who is financing the fixed assets? If the ratio of net worth to
fixed assets is one or greater than one, the owners are financing the
entire fixed investment. In the case of cooperatives, capital stock and
surplus ordinarily should provide the funds for financing fixed assets,
and the larger the ratio is, the stronger is the position of the creditors.
This should make it easier for the business to borrow money.

The ratio of net worth to capital stock gives the book value of
each dollar invested by stockholders in case of capital stock corpora-
tions. The larger the surplus, the larger is this ratio. Altho the ob-
jective of cooperative creameries is to return as high a net price as
possible to patrons for produce rather than to pay large dividends to
stockholders, or to increase the value of capital stock, nevertheless it
is desirable to maintain a reasonable surplus. This surplus will provide
some of the working capital and will safeguard the financial condition
in the event of unexpected losses or unusual risks involved in the oper-
ation of the business. Since unusual conditions may cause this ratio
to be very high or low at a particular time, too much significance must
not be placed on its size at any one time. Instead, it is better to com-
pare ratios for different years to learn whether or not the business is
maintaining itself. If the ratio remains practically the same or is in-
creasing in size over a period of years, it is evident that the business
is at least holding its own. Explanations of marked variations should
be sought.

To what extent are the fixed assets mortgaged? The ratio of fixed
liabilities to fixed assets should show to what extent the latter are
mortgaged. The smaller the ratio is, the less heavily are the fixed as-
sets mortgaged. Fixed assets should be financed, insofar as possible,
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by owned capital, that is, capital stock and surplus. When the owned
capital is inadequate, recourse should be made to long-term loans
secured by mortgages on fixed assets. When the ratio is high there
will be greater difficulty in obtaining short-term loans because of the
poorer security afforded. Heavy mortgages on fixed assets lessen the
secondary support for current borrowing.

The ratio of pounds of butter to fixed assets is a turn-over ratio
and shows the number of pounds of butter made for each dollar of
fixed assets. In a sense this figure shows how efficiently or completely
the fixed assets are being used. The larger the ratio is, the greater
the number of pounds that have been made per dollar of fixed assets.
As the size of this ratio increases, the more likely is the investment in
fixed assets to be justifiable and profitable.

BALANCE SHEETS OF 117 CREAMERIES

The 117 creameries included in this study have been classified on
the basis of volume of business as indicated by the number of pounds
of butter made annually (page 4). Table 3, page 12, shows the arith-
metic average of the balance sheets for the entire 117 creameries and
the average for the creameries in each group taken separately. For in-
stance, the average value of current assets for all the groups combined
was computed by adding the current assets of the 117 creameries and
dividing that sum by 117. The average value of capital stock is the
sum of the capital stock of all 117 creameries divided by 117. The
other columns show the average for their particular group. For in-
stance, the six small creameries (under 125,000 pounds of butter made)
had average fixed assets of $6,692.56. This value was found by adding
the fixed assets of these six small creameries and dividing this sum by
six to get the average for the group. In like manner, the average value
of the other items in each group was obtained. The reader’s attention
is called especially to Groups I, V, and VI. Each of these contained
so small a number of creameries as to make strictly mathematical com-
parisons of questionable value.

The need for larger plant, more operating capital, and larger sur-
plus makes it reasonable to expect that current, fixed, and total assets,
current and total liabilities, and surplus and net worth will increase in
actual amount as volume becomes larger. This tendency is clearly
evident in Table 3. However, it will be noticed that Group V varied
somewhat from what might be expected. This is shown in the case
of fixed assets and current and total liabilities, all three of which were
smaller than the corresponding amounts for Group IV creameries.
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However, this is not serious and is probably due to the fact that there
are in this group only six creameries, three of which had unusually
small liabilities and fixed investments and consequently are not repre-
sentative of this group. '

Table 3.—Condensed Balance Sheet Showing the Average Financial Condi-
tion of 117 Minnesota Cooperative Creamery Associations, Classified
According to Pounds of Butter Made as of December 31, 1931

Average

All Groups GroupI Group II Group III Group IV GroupV Group VI
No. of Creameries 117 6 48 34 16 6 7

ASSETS:

Current ........ $ 5,661.28 $1,201.26 $ 3,104.06 $ 6,363.28 $ 7,343.48 $11,156.46 $15,054.40
Ir}vestments ..... 1,083.38 557.46 741.00 1,227.76 1,961.06 976.21 1,266.30
Fixed .......... 14,446.42 6,692.56 11,462.84 16,172.09 17,518.87 16,070.00 24,755.23
Other .......... 1,048.19 582.12 846.35 1,311.38 1,057.67 1,099.56 1,487.73

Total Assets... $22,239.27 $9,033.40 $16,154.25 $25,074.51 $27,881.08 $29,302.23 $42,563.66

LIABILITIES:

Current ........ 4,439.37 1,282.08  3,533.41 4,542.49 6,816.34  4,544.45 7,333.94

Fixed .......... 1,664.71 922.65 1,651.33  2,690.33 875.00  ...... 642.86
Total Liabilities $ 6,104.08 $2,204.73 $ 5,184.74 § 7,232.82 $ 7,691.34 $ 4,544.45 § 7,976.80
NET WORTH:

Capital Stock. ... 5,842.27 3,206.87  5,359.75  7,069.5¢  6,091.43  3,889.42  6,552.89

Surplus ......... 10,292.92 3,621.80  5,609.76 10,772.11 14,098.31 20,868.36 28,033.97

Total Net Worth $16,135.19 $6,828.67 $10,969.51 $17,841.69 $20,189.74 $24,757.78 $34,586.86

Total Liabilities and
Net Worth. ... $22,239.27 $9,033.40 $16,154.25 $25,074.51 $27,881.08 $29,302.23 $42,563.66

In considering capital stock, it is interesting to note that no system-
atic variation is apparent. This is to be expected because methods of
financing are not dependent on the number of pounds of butter made
by a creamery. However, the larger the volume of business is, the
larger the surplus should be to protect that business, and surpluses
should increase in size from small to large creameries. Table 3 shows
clearly that this was the situation. The average surplus for the small-
est-production group was $3,621.80, while the average surplus for the
largest-production group was $28,033.97. Likewise, net worth was
greater for the larger creameries than it was for the smaller ones.

A complete balance-sheet analysis which represents either an indi-
vidual creamery or an average of several creameries involves a study
of the distribution of assets and liabilities. Hence, it is important to
know what per cent of total assets, current assets are, and what per
cent of total.liabilities and net worth, current liabilities are. Table 4
(page 13) has been prepared to show the average percentage distribution
of the individual items of the 117 creameries as a whole and of each of
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Table 4.—Percentage Analysis of the Condensed Balance Sheet Showing
the Average Financial Condition of 117 Minnesota Cooperative
Creamery Associations Classified According to Pounds
of Butter Made as of December 31, 1931

Average
All Groups GroupI Group II Group III Group IV GroupV  Group VI
No. of Creameries 117 6 48 34 16 6 7
ASSETS:
Current .......... 25.46%  13.30%  19.219  25.38%  26.34% 38.07%  35.36%
Investments ...... 4.87 6.17 4.59 4.89 7.03 3.34 2.98
Fixed ............ 64.96 74.09 70.96 64.50 62.84 54.84 58.16
Other ............ 4.71 6.44 5.24 5.23 3.79 3.75 3.50
Total Assets.... 100.00 100.00 100.00 100.00 100.00 100.00 100.00
LIABILITIES:
Current .......... 19.96 14.20 21.87 18.12 24.45 15.51 17.23
Fixed ............ 7.49 10.21 10.22 10.73 3.13 e 1.51
Total Liabilities. . 27.45 24.41 32.09 28.85 27.58 15.51 18.74
NET WORTH:
Capital Stock...... 26.27 35.50 33.18 28.19 21.85 13.27 15.40
Surplus  .......... 46.28 40.09 34.73 42.96 50.57 71.22 65.86

Total Net Worth. 72.55 75.59 67.91 71.15 72.42 84.49 81.26

Total Liabilities and
Net Worth...... 100.00 100.00 100.00 100.00 100.00 100.00 100.00

the groups of creameries.? For instance, in Group I current assets
were 13.30 per cent of total assets, while in Group VI current assets
were 35.36 per cent of total assets. The current assets increased rela-
tively to the total assets as the volume of business increased. This
increasing relative importance of current assets is due, on the one hand,
to the larger requirements of cash, accounts receivable, and inventories
as business increases in size, and, on the other, to the increased efficiency
in the use of fixed assets that may accompany growth in volume. (This
will be discussed later.)

2 INlustrations of the calculation of percentage figures in Table 4.
Note: The column of “Average for All Groups” is used for the illustration.

current assets 5,661.28
1. Per cent current assets equals - = (Table 3) = 25.46 per cent
total assets 22,239.27
(Table 4).
fixed assets 14,446.42
2. Per cent fixed assets equals - = (Table 3) = 64.96 per cent
total assets 22,239.27
(Table 4).
current liabilities 4,439.37
3. Per cent current liabilities equals - = (Table 3)
total liabilities and net worth 22,239.27
= 19.96 per cent (Table 4).
surplus 10,292.92
4. Per cent surplus equals - = (Table 3) = 46.28
total liabilities and net worth 22,239.27

per cent (Table 4).

Exactly this same procedure was followed for each of the other groups of creameries.
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An examination of liabilities and net worth indicates that there
is some evidence of a general tendency for the larger-volume cream-
eries to have a somewhat smaller percentage of liabilities and a some-
what larger percentage of net worth. The smaller percentage of liabil-
ities may be due to the smaller percentage of fixed liabilities. The
higher percentage of surplus maintained by the larger creameries prob-
ably accounts for their larger percentage of net worth. Each of the
two groups of larger volume had a much smaller percentage of liabil-
ities than the average for the entire 117 creameries. Also, these same
two large-production groups had a larger percentage of net worth than
the average for all the groups. Apparently, volume may be an im-
portant factor in influencing the financial status of creameries.

Before proceeding to a more detailed analysis of the balance sheets
of the various groups of creameries as given in Table 3, it is well to
recall that a balance sheet is a statement of the financial condition of
a business at a specified time. Not only does an analysis of the balance
sheet provide for a comparison of certain items and ratios as between
groups of creameries, but it also provides means whereby the individual
creamery operator may compare the financial situation of his own
creamery business with that representing the average of the creameries
of similar volume, or with that representing the average of all cream-
eries. In addition, the individual operator may compare the present
financial status of his business with previous years and thereby deter-
mine the growth in strength or weakness of his particular organization
and the underlying causes of the same.

It has been indicated that a complete analysis of the financial con-
dition of an organization involves the determination of certain relation-
ships between particular items of the balance sheet. The following
discussion represents an application made to the various groups of
creameries of the standards which have been set as a basis of analysis.

A business is solvent when total assets are equal to or greater than
the sum of total liabilities and capital stock. For instance the “aver-
age of all groups” column in Table 3, shows total liabilities of $6,104.08,
which added to the capital stock of $5,842.27 equals $11,946.35. 1If
this sum were subtracted from total assets ($22,239.27), there would
be a remainder of $10,292.92, which would be surplus. This means
that the business can pay all its creditors and stockholders and have
this surplus left, providing it can dispose of its assets at hook value.
All six groups of creameries and the average for all 117 showed a sur-
plus and therefore solvency.

Table 5 shows the various ratios for the respective groups of cream-
eries in the study. The first ratio deals with the important question, is
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Table 5.—Balance Sheet and Turn-over Ratios Reflecting the Average Finan-
cial Condition of 117 Minnesota Cooperative Creamery Associations Classi-
fied According to Pounds of Butter Made as of December 31, 1931

Ratio of Ratio Ratio Ratio Ratio Ratio of

No. of Current of Net of Net of Net of Fixed Pounds of
Cream- Assets to Worth Worth Worth  Liabilities Butter

eries Current to Total to Fixed to Capital to Fixed to Fixed
Liabilities Liabilities Assets Stock Assets Assets

Column No. 1 2 3 4 S 6 7

All Groups. ... 1.27 2.64 1.12 2.76 0.12 21.19
Group 1I.. 0.94 3.10 1.02 2.13 0.14 15.59
Group II. 0.88 2.12 0.96 2.05 0.14 16.61
Group III 1.40 2.47 1.10 2.52 0.17 18.68
Group IV 1.08 2.62 1.15 3.31 0.05 23.81
Group V. . 2.45 5.45 1.54 6.37 e 33.74
Group VI.... 2.05 4.34 1.40 5.28 0.03 33.77

the business likely to continue to be solvent. This ratio is shown for
the various groups of creameries in column 2, Table 5. The ratio for
each creamery group was found by dividing the sum of the current as-
sets of the creameries in the group by the sum of the current liabilities
of these same creameries. This method gave a weighted average and
was used in computing the different ratios in this study. Considerable
difference between this ratio for small- and for large-volume creameries
is indicated in column 2. The ratio shows that on the average the cream-
eries 1n the two small-volume groups could not meet their current obli-
gations, since they averaged only 94 and 88 cents, respectively, with
which to pay each dollar of current liabilities. On the other hand, the
creameries of larger volume averaged more than two dollars of current
assets with which to pay each dollar of current liabilities. Evidently
some of the smaller-volume creameries included were handicapped by
having insufficient operating capital and might be forced into bank-
ruptcy because of inability to meet current obligations. A creamery,
regardless of its volume of business, should have enough current assets
to meet its current obligations.

Another ratio may be used to indicate the debt burden of a business.
It is found by dividing the net worth by the total liabilities. For each
group of these creameries, it was found by dividing the sum of the net
worth of the creameries in the particular group by the sum of their
total liabilities. This ratio for each of the volume groups is shown in
column 3, Tahle 5. The ratio indicates the average number of dollars
of owners’ money invested in the business for each dollar of creditors’
money invested in it. The larger the ratio is, the smaller is the pro-
portion of creditors” money, and hence the lighter is the debt burden on
the business itself. Column 3 shows that on the average the creameries
in the two larger-volume groups had the most favorable ratios. Group
V, which includes several well-financed creameries, was outstanding in
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this respect. The high average ratio of the creameries in Group I
probably was due to the small number of creameries in this group.
The ratio of net worth to fixed assets for the different volume
groups is shown in column 4. These values were computed in the
same general manner as were the first two ratios. In this case, there
also is a noticeable tendency for the ratio to increase in size as the
volume of business increases. On the average, only the creameries in
the three larger-volume groups had ratios greater than the average
ratio for all the creameries taken together. In the case of Group V, the
creameries had an average of $1.54 of capital stock and surplus for
every dollar invested in fixed assets. Only creameries in Group II
averaged fewer dollars of net worth than dollars of fixed assets. This
indicates that, on the average, these creameries had not entirely financed
their fixed assets from capital stock and surplus. Creditors usually are
more willing to loan, and at lower rates of interest, to organizations
that have financed their fixed assets from capital stock and surplus.
In consequence, creameries with large volume of business may have an
advantage both in the rate paid on loans and in the ease of borrowing.
The ratio of net worth to capital stock is shown in column 5. The
figure for each group is a weighted average of the ratios for the in-
dividual creameries in the group and was computed by the same method
as were the three other ratios. This ratio is especially useful for com-
paring the balance sheets of a business for different dates when the ob-
ject is to study the general trend of the financial growth of that business.
Column 5 shows the average value of the ratio of net worth to capital
stock for the various groups of creameries. Altho the aim of a cooper-
ative creamery is not to establish an excessively large surplus or to in-
crease the value of the stock excessively, nevertheless, good business
management demands that a surplus sufficient to meet reversals or un-
expected losses be accumulated. It is to be expected, then, that large-
volume creameries would have larger actual amounts of surplus than
small creameries. This column indicates that, on the average, the large-
volume creameries had surpluses which were also relatively larger (ratio
of net worth to capital stock) than the average of small-volume cream-
eries. The average ratio for the creameries in each of the three large-
volume groups was more than the average ratios of the creameries in
the three small-volume groups. For instance, in Group V, a ratio of 6.37
indicates that on the average for each dollar invested by stockholders in
the large-volume creameries in this particular group, there was an aver-
age book value of $6.37 at the time the balance sheets were made. Care
must be used in evaluating this particular ratio for any given time. In
general, it should be used in comparing the status of a business at dif-
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ferent points in time. However, Table 5 indicates a clear tendency for
this ratio to be larger in large-volume creameries than in small-volume
ones. It appears that an investment in stock of creameries having large
volume is likely to have higher book value than if it had been put into
small-volume creameries. This statement is based on averages and of
course does not apply to all individual cases.

The ratio of fixed liabilities to fixed assets, given in column 6, in-
dicates not only the extent to which the fixed assets are mortgaged as
security for fixed liabilities, but also the relative ease or difficulty in
securing necessary short-term loans. Column 6 indicates that there is
considerable difference hetween the small- and large-volume creameries
in this respect. The average for all the 117 creameries in the study was
12 cents of fixed liabilities for each dollar of fixed assets; the average
amount for the creameries in all three of the small-volume creamery
groups was more than 12 cents, and the average amount of fixed liabil-
ities for all the creameries in each of the three large-volume creamery
groups was less than 12 cents. The largest-volume creameries, those in
Group VI, averaged only three cents of fixed liabilities for each dollar
of fixed assets. The average for the creameries in Group V was still
less, because none of these particular six creameries had any fixed liabil-
ities. It is evident from these data that large-volume creameries tend to
have relatively smaller mortgages on fixed assets as security for long-
term loans than do the small-volume creameries. Very likely creditors
would be more willing to make short-term loans to creameries having
small fixed liabilities in relation to fixed assets because of the better
security afforded.

The last column in Table 5 shows a turn-over ratio between pounds
of butter made and the number of dollars of fixed assets. The most
noticeable characteristic of this column is the increase in size of the
ratio with the increase in volume of creameries. For all the 117 cream-
eries, the average number of pounds of butter made per dollar of fixed
assets was 21.19. The creameries included in each of the three small-
volume groups averaged ratios smaller than this, while the average ratio
for the creameries in the three large-volume groups was more than
21.19. The creameries of largest volume had an average ratio of 33.77,
which was more than twice as many pounds of butter made per dollar
of fixed assets as the average for the creameries in the two smaller-
volume groups. The large-volume creameries were able to use their
fixed assets more efficiently. It appears that the average, small, well-
managed creamery may be at some disadvantage in competing with a
large, well-managed one.
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This same type of analysis may be applied to balance sheets of a
given creamery for different periods when making a study of the prog-
ress of the business. It will supply information essential to the formu-
lation of a sound business policy.

Too much confidence should not be placed in the various tests and
measures of financial condition of a creamery. These measures and
tests are merely tools to be used in the analysis, and as such have their
special uses and definite limitations. The use of these tests and meas-
ures coupled with a proper understanding of their limitations and with
a good supply of common sense and sound business judgment will prove
to be invaluable to the management in determining whether or not the
creamery is successful and in making decisions relative to the conduct
of the business.

THE OPERATING STATEMENT

The second type of information which an annual creamery report
must contain is an operating statement, which is a summary of the in-
come earned and of the expenses incurred by the business during the
year. It should show the operating income, the operating expenses, the
non-operating income, and the non-operating expenses. It will provide
the information needed to determine the earnings or losses of the various
activities of the business and will help to explain why one creamery
pays more for butterfat than another.”

Schedule 3.—Condensed Income and Expense Statement of The X Cooper-
ative Creamery Association for the Year Ending December 31, 193—

1. Sales of Dairy Products (See Schedule 4)........................ .. ... $
2. Less:
3. Cost of Dairy Products Sold (See Schedule 5)........................ $
4. Gross Income from Sales of Dairy Products............ .. ... . ... S
5. Less:
6. Selling Expenses (See Schedule 6)..........oiiiiiiiii ... $
7. Net Income from Sales of Dairy Products.................coiiunan. $
8. Less:
9. General and Administrative Expenses (See Schedule 7)................ $
10. Net Operating INCOME. ..o vvuun ittt it S
11. Add:
12. Other Income (See Schedule 8)..... .. ittt iin i i, $
13, Total vue ittt e $
14. Less:
15. Other Deductions (See Schedule 10).........cciiiniiiiimininneen., $
16. Net Earnings for the Year......ooeouunneetiinneiianiiineannn.. $

The condensed income and expense statement of the X Cooperative
Creamery (Schedule 3), has been divided, for purposes of expla-
nation, into four parts. The first division consists of items relating to
total salesof all dairy products and to the cost of dairy products
sold, and involves the determination of the gross margin. Total sales

3 Schedule 11, page 27, shows a complete Income and Expense statement.
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Schedule 4.—Sales of Dairy Products of The X Cooperative Creamery
Association for the Year Ending December 31, 193—

Butter

SHIPPEd .\ttt et e $
L0Cal L e $
Patrons . .u.it it e $
Total Sales of Butter..........ouvuieuieneniniennnn. $
Cream
Shipped $
Local $
Total Sales of Cream........ovvuniiniinnennnnnnn. $
ALK e vt e $
Buttermilk. ... ..ot $
Total Sales of Dairy Products..................... $

of butter (Schedule 4) has three sub-headings, namely, shipped, local,
and patrons. Butter sold to patrons is called patrons’ butter, butter sent
out of the immediate community is classed as butter shipped, and all
other butter sold is classified as local butter. Sales of small amounts
of cream, milk, and buttermilk appear here as a part of the sales of
dairy products.*

The “cost of dairy products sold” (Schedule 5) is the total amount
paid during a given period of time for butterfat, cream hauling, cream-
ery labor, and costs of manufacturing the butterfat into butter. A large
part of the amount the creamery gets for a pound of butter is paid the
patron for the butterfat he furnishes as raw material. Therefore, this

Schedule 5.—Cost of Dairy Products Sold By The X Cooperative Creamery
Association for the Year Ending December 31, 193—

Inventory of Dairy Products—January 1, 193—.......... $
Add:
Cost_of Dairy Products Manufactured

Raw Material

Inventory of Butterfat—January 1, 193—....... $
Butterfat Purchases .............. ...l $
Hauling Butterfat ................ oviiiiinan. $
Total ... e e $

Less: Inventory of Butterfat—December 31, 193— §

Total Cost of Raw Material..............
Labor ot e
Manufacturing Expense
Heat, Light, Power ....................
Factmy Supplles, Packages, Wrappers
Repairs  ...viiiiiiiii i
Depreciation—Buildings. ... ....... .....
Deprecmtlon——\llachmery and Equ:pment
Insurance

RZR%)

Mlscellam.ous Manufacturing Expense.
Total Manufacturing Expense.............. $
Total Cost of Dairy Products Manufactured....

Total of Inventory of Jan. 1, 193—, and Cost of Dairy
Products Manufactured ..........c.oviiiiiiiaian..

Less:
Inventory of Dairy Products—December 31, 193—.. .....

Total Cost of Dairy Products Sold.............

“ A H

*See A, Schedule 11, p. 27.
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butterfat is actually a cost to the creamery, even tho some patrons do
not think of butterfat as a cost. However, the butterfat purchased, the
cream hauling and the creamery labor expense, and the costs of manu-
facturing butter during the days of one calendar year ordinarily do not
cover exactly all the costs of dairy products sold. Some butter is made
on the last few days of December and is held over and sold during the
early part of the current year. Some of the butter made during the
current year is not sold until the first days of January of the next year.
Corrections must be made for these supplies of butter and other dairy
products on hand at the beginning and end of the year if an accurate
comparison is to be made with the sales during other similar twelve-
month periods. These adjustments are made by adding to the cost of
dairy products manufactured during the particular year the cost of the
dairy products on hand January 1 (opening inventory), and by sub-
tracting from this total the cost of dairy products on hand December 31
(closing inventory). Market value, instead of cost, is used if it is a
smaller amount. When this addition and subtraction of inventories have
been completed, the cost of dairy products sold is obtained (Schedule 5)
for all dairy products actually sold during the period being considered.
If this figure is subtracted from the total sales of dairy products, the
difference represents the gross income from sales of dairy products
during the year (Schedule 3, lines 1-4, inclusive).

Schedule 5, page 19, shows in some detail the items that constitute
raw materials, creamery labor, and manufacturing expenses. The cost
of raw materials is the largest single item. If a large quantity of butter-
fat is sold as sweet cream it should be charged to the cream account, as
explained later.” The only butterfat that should be charged is that used
during the year or period of time in question. This means, as in the
case of butter itself, that butterfat on hand January 1 carried over from
the last few days of December should be added to the amount purchased
during the year; while any butterfat bought during the last few days of
the current year and not churned until the first days of January should
be subtracted in order to obtain the exact amount paid for butterfat
churned during the twelve months covered by the operating statement.
The expense paid by the creamery for hauling cream is added to the
amount paid for butterfat in order to obtain the total cost of butterfat
purchased. There is considerable difference among creameries as to
cream hauling expense, but in any case it must be taken into account
in finding the actual cost of the butterfat delivered at the creamery.

The total cost of raw materials is added to the cost of creamery
labor which includes the wages paid to the buttermaker and his helpers

8 See page 25 and Appendix C.
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for their work in the creamery. The creameries included in this study
had one main enterprise, namely, that of making butter. This meant
that no extra labor was employed to help with sidelines such as cheese,
whole milk, and sweet cream sales, or poultry and egg departments. All
labor that was hired was employed for the buttermaking operation.
Nothing extra was paid the men in case they sold some cheese or sweet
cream to patrons. In such cases all creamery labor should be charged
to the making of butter. However, in many creameries not included in
this particular study, extra help is hired because the creamery has some
large sideline enterprise.® Where this is the case, the wages paid this
help should be prorated as accurately as possible to the individual enter-
prises for which the work is done. It obviously would be unfair to
charge the buttermaking enterprise with the full wages of a helper who
spends much of his time working in the egg and poultry or some other
department.” _

The last group of expenses is classified as manufacturing expense and
includes the various items that enter into the cost of processing. This is
an important group of costs and will be dealt with in detail. There is
a great variety of such expenses, but the example given in Schedule 5
should serve to illustrate some of the expenses most commonly found.

The first list includes heat, light, power, and possibly water and ice
used in the manufacture of butter. Next is listed factory supplies, such
as salt, coloring, acid, cleansing materials, starter, test tubes, packages,
and wrappers. Repairs consist of actual expenditures for both repair
materials and special labor hired to make repairs to the manufacturing
plant, including building and machinery.

Depreciation is an important item of expense which all creameries
have, altho some fail to take it into account in computing their costs.
Depreciation during a given period of time is the decrease in value of a
fixed asset due to wear and tear, lapse of time, and obsolescence. In
creameries, depreciation is commonly the loss of service value of tools,
machines, and buildings due to wear and tear in the process of produc-
tion. Assume that a creamery buys a $1,000 churn, which is expected
to last ten years and then be worthless. Obviously the cost of the ma-
chine makes up some of the cost of the butter which it churns, and there-
fore a certain part of the original cost of the churn should be charged
to manufacturing expense during each year of life of the machine.
Some creameries follow the practice of making a flat 10 per cent de-
preciation charge on all machinery and equipment. If this plan is
used in the preceding example, the annual depreciation expense would

be $100.

¢ Appendix C shows schedules suitable for creameries having large sideline enterprises.
7 Schedule 14, Appendix C.
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The next expense listed is insurance, which refers particularly to
fire, theft, and workmen’s compensation insurance. The premium paid
for fire insurance usually should be charged as a manufacturing ex-
pense, since the particular property insured, as buildings and equipment,
is erected and installed primarily for the manufacture of butter. In
case these items are used for some other enterprise, a certain propor-
tion of the total cost of insurance should be charged to such sideline
enterprise.

Taxes are commonly paid on the building and equipment which are
built and used for the purpose of making butter, and therefore such
taxes constitute a part of the manufacturing expense. Where special
equipment or building space is provided as an office for some rather
important sideline, taxes should be prorated to the general and admin-
istrative expense or to these sideline enterprises in order that a fair
basis may be established on which to judge the relative incomes of the
enterprises. Certain creameries pay much higher taxes for a small
plant than others do for a large one, but this difference must be con-
sidered in the cost of making butter and means only that creameries
located where the tax rate is low may have some advantage over cream-
eries located where the rate is high.

Dues for membership in a central organization may be classified as
manufacturing, selling, or general and administrative expenses. For
creameries, the classification as manufacturing expense seems most
logical because the dues paid cover salaries of fieldmen whose work
primarily is to help increase the quality and quantity of butter made
by the creamery. In this connection it is well to realize that for com-
parability it is necessary that all creameries follow one method of classi-
fication of these items. Expenses of creameries that pay no dues are
more comparable with expenses of creameries that do, if dues are con-
sidered a manufacturing expense than if they are considered in some
other way.

In addition to the specific headings given as examples of manufac-
turing expenses, there may be others in the case of individual cream-
eries. These may be listed separately, or if they are of minor im-
portance they may be listed as miscellaneous manufacturing expenses.
The classification will depend on the particular conditions in the indi-
vidual creamery.

The part of the statement so far discussed has shown the difference
between sales of dairy products and the cost of dairy products sold,
or the gross earnings from sales of dairy products.® Schedule 6, page
23, shows some of the selling expenses. It is important for the
analysis of a business that the costs of selling be kept separately in

8 See B, Schedule 11, p. 27.
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order that the manager, board of directors, and patrons may deter-
mine more definitely why the price paid for their butterfat may differ
from the price paid in other creameries. Confusion and dissatisfaction
frequently result from attempts to compare different creameries as to
prices paid for butterfat and prices received for butter. Unless similar ac-
counting practices are followed, worthwhile comparisons are impossible.

Schedule 6.—Selling Expense of The X Cooperative Creamery Association
for the Year Ending December 31, 193—

Freight on Dairy Products Shipped...... . . i,
Handling Charges .......
Local Hauling to Railroad
Advertising  ............
Miscellaneous Selling Expenses.

Total Selling EXPeNSeS. vttt ettt ittt e et iee e

L NN AN

For instance, if one creamery reports gross return per pound of butter
and another the net return after freight, commissions, and local hauling
costs have been deducted the comparison is unfair and misleading. If
a comparison of price paid for butterfat is made between one creamery
which charges depreciation as a manufacturing expense and establishes
a fund with which to replace the plant and equipment when they are
worn out, and another creamery which does not charge depreciation
as a cost, the latter creamery may appear to have an advantage which
it really does not possess, since the patrons will eventually be paid
less for butterfat in order to pay for the new plant and equipment
when the old finally have to be replaced. Selling expense in one cream-
ery may be unavoidably higher than in another, or it may be of a
nature such that it could be reduced materially by some change in the
method of sale. The first selling expense listed is freight on dairy
products shipped. This varies with distance from market, with volume
per shipment, and with method of shipment used. Occasionally indi-
vidual creameries are able to obtain certain transportation advantages
such as those given by through shipment rates. Handling charges in-
clude deductions made by overhead sales organizations, brokers, or com-
mission men, together with hauling costs at the receiving end.

The cost of getting the butter to the railroad varies considerably for
different creameries, but in every case it is a part of the selling ex-
pense. Some inland creameries have a rather serious disadvantage in
this respect. Other creameries are located in villages where the com-
petition for the butter-hauling contract may be so severe that unusually
favorable rates are obtained. Such creameries have an advantage over
others forced to pay a higher price to have their butter hauled to the
railroad. The last item classified as a selling cost is that of advertising.
In some cases the money so spent is really in the form of a donation;
but after all, even in this extreme form, its purpose often is to main-
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tain and to build good will among customers and prospective customers
with the ultimate aim of at least maintaining dairy products sales. Ad-
vertising may help to find new markets for the products and certainly
belongs in the group of costs concerned with selling.

The sum of these selling costs and any others which individual
creameries might have is subtracted from the gross income from sale
of dairy products (line 4, Schedule 3) and the remainder is the net
income from sales of dairy products (line 7).°

General administrative expenses, illustrated in Schedule 7, include
those connected with the office work as well as other items which can-
not be charged to definite departments of the creamery, but must be
borne by the business as a whole. In large creameries there may be a
special office force, but in small creameries the buttermaker may have
to do both the creamery and the office work. In other cases some mem-
ber of the board of directors, such as the secretary, may do the office
work for a yearly fee. Where the buttermaker does the work himself,
he should charge his time to office salary on a basis of the part of his
time he expends on the office work. For instance, if he uses one-tenth
of his time for office work and receives $200 a month, then $20 would
be charged to office salaries and $180 to creamery labor. Salaries paid
to officers for their services are prorated in similar manner.*®

Schedule 7.—General Administrative Expenses of The X Cooperative
Creamery Association for the Year Ending December 31, 193—

Office Salaries ... .ottt e s $
Officers’ Salaries and Directors’ Fees........ovuiriiiininiiniieniiannan. $
Office SUPPIES o\ ittt e ittt e et e e S
Telephone and Telegraph. .. ... ouiei ittt N
Auditing and Legal. ..o iuun ittt i et e e $
Depreciation—Office Equipment
Bad Debts ............cvian.
Miscellaneous General Expense

Total General and Administrative Expense

The other items listed in this schedule, such as office supplies, tele-
phone and telegraph, auditing and legal, and depreciation on office
equipment, are obviously either expenses connected with the office or
with the business as a whole and cannot Le¢ definitely charged to in-
dividual departments. They, therefore, make up general and admin-
istrative expenses.

Bad debts are another expense of controversial nature. Some au-
thorities contend that bad debts are selling costs, others believe that
they are a financial expense commonly called “other deductions,” while
still others maintain that bad debts are a general administrative ex-
pense. It is possible that each of the three classifications may, under
certain conditions, be the correct one to use because of variations among

9 See C, Schedule 11, p. 27.
10 Schedule 16, Appendix C.
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different kinds of businesses. Bad debt losses should be attributed to
the department which supervises credits. In most instances in cream-
eries this will mean that bad debts are a general and administrative
expense.

When the total general and administrative expense (line 9, Schedule
3, page 18) is subtracted from the net income on sales of dairy products
(line 7), the remainder represents the net earnings or loss from the
operations of the business, or the net operating income, line 10.1t

Schedule 8.—Other Income of The X Cooperative Creamery Association
for the Year Ending December 31, 193—

Interest INCOME . ..ut ittt ittt e i et it $
Purchase DiSCOUNES oo vtvit ettt ettt et et et e a ettt e $
Sideline Income (See Schedule 9). ... .ot $

Total Other INCOME ..ottt it e e i e $

The summary of non-operating income, commonly known as other
income is shown by Schedule 8. Such sources of income differ
considerably among the various creameries. Some creameries have
large sideline departments such as buttermilk, sweet cream and
whole milk, cheese, egg and poultry, feed, machinery, automobile sup-
plies, and insurance.*® Other creameries have no, or at least very small,
sidelines. Where the sidelines are large, necessitating special equip-
ment and extra building space and labor, separate records should be
kept for each of these enterprises in a manner similar to that used for
the buttermaking enterprise. This means that when these other en-
terprises are large, separate income and expense statements should be
kept for each of them as is done for the buttermaking enterprise in
creameries where the latter is the only source of operating income. The
net income from these important enterprises would be a part of operat-
ing income similar to the income from the butter enterprise. In cases
where these sidelines are small, require no extra help, and aim to utilize
more completely the plant and labor without much increase in expense,
any income from them will be classed as non-operating or other income,
and will appear in such a schedule as is here discussed.*® Other income
not only contains items of income from the minor sidelines, but it also
includes interest and purchase discounts. Interest is the amount earned
on investments of various sorts outside the business itself. Purchase
discounts are refunds received from some overhead buying organization
through which purchases have been made. These combined incomes
constitute the income from sources other than the main one of the
business, which in this case is making butter.

11 See D, Schedule 11, p. 27.

12 Schedules 13-18, Appendix C.
13 Schedule 9.
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Schedule 9.—Income from Sidelines* of the X Cooperative Creamery Asso-
ciation for the Year Ending December 31, 193—

Sales of Sideline:

ChEESE oottt e $
T $
Salt
Cans and Coolers. . vvv vttt et %
$
$
$
Total Sales of Sidelines..........uuiiiiiiiiiiiii i $
Cost of Sidelines Sold:
Inventory of Sidelines—January 1, 193—............... g
Purchases ... ... $
Total o e $
Less: Inventory of Sidelines—December 31, 193—........ $
Total Cost of Sidelines Sold...............ooviun.
Income from Sales of Sidelines........................ $

* This Schedule is satisfactory only where sidelines are minor enterprises. Schedules in
Appendix C show how large sideline enterprises should be handlecd.

When the total amount of other income (Schedule 3, line 12) is
added to the net operating income, the total net income plus other in-
come (line 13) is obtained.**

The final step is to find the other deductions for the year (Schedule
10). These are costs that either do not relate to the main enter-
prise or that cannot be definitely assigned to any one enterprise
of the business, such as the expense of interest on loans which are pay-
able. Another example is loss from sidelines. When the total of
other deductions (line 15, Schedule 3) is subtracted from the total
(line 13) of net operating income plus other income, the remainder is
the net earnings or loss of the entire business for the year (line 16).*
Such a statement enables a person to examine the status of a business
and to discover much about its organization and management, as well
as to learn the amount of earnings or loss for the current year’s
business.

Schedule 10.—Other Deductions of the X Cooperative Creamery Association
for the Year Ending December 31, 193—

Interest on Loans ...l
Loss from SIdelines. ... vuieu ettt ittt s

Total Other Deductions. ......vuviuiiiniiuiiin s

Forms Used
Just as two types of forms were used to present a balance sheet,
so two forms may be used in the presentation of an operating statement.
These are the account form and the report form. An example of the
latter type, the one which has been discussed, is given in a condensed
form in Schedule 3, page 18; and in complete form in Schedule 11.

14 See E, Schedule 11, p. 27.
16 See F, Schedule 11, p. 27.



Schedule 11.—Income and Expense Statement of the X Cooperative
Creamery Association for the Year Ending December 31, 193—

Sales of Dairy Products

Butter
ShiPPEd v ettt e e e $
0Cal L i e $
Patron ... e $
Total Sales of Butter........oovviiiiiiiniiiiiiiiiinnnna,
(,reaxs'nh d s
IDPEA « vt e
Local oo e e $
Total Sales of Cream..
Milk ...
Buttermilk .
f\. Total Sales of Dairy Products. ... ...oviiint it nneeunn..
Less:
Cost of Dairy Products Sold
Indvdentory of Dairy Products—January 1, 193— ......... ... ..$
A

Cost of Dairy Products Manufactured
Raw Materia
Inventory of Butterfat—

January 1, 193—............. $
Butterfat Purchases............. $
Hauling Butterfat ............. $

Total ... . $
Less:

Inventory of Butterfat—
December 31, 193— ......... $
Total Raw Material..
Labor ............

ReR %)

Manufacturmg I:‘(penses

IHeat, Light, Power, Water and
Reing:mtlon ................ $

Factory Supplies, Packages and

"axes
Dues .
Miscellaneous Manufacturing Ex-

PEMSES «vvvvniivveeenernennnn
Total Manufacturing Expenses..... $
Total Cost of Dairy Products Manufactured.............. ]
Total o e e e e e $

Less:

Inventory of Dairy Products—December 31, 193— ........... $
Total Cost of Dairy Products Sold......ooviviiiiiiinnnn....
B. Gross Income from Sales of Dairy Products.... ..............
Less:

Selling Expenses

Freight on Dairy Products Shipped...........

Handling Charges .............

Local Hauling to Railroa

Advertising ...........

Miscellaneous Selling Expenses. . . . .
Total Selling EXPEnNses. ..ottt ittt it e iie it eieeinnenns
I(E. Net Income from Sales of Dairy Products....... ..............

ess:

General—Administrative Expenses

Office Salaries. v uvt ittt et e e e e $

Officers’ Salaries and Directors’ Fees .....ovvvin viinennnnn... $

Office SUPPlies .ottt e i $

Telephone and_Telegraph ...........c.ooiiiiiii i, S

Auditing and Legal. . ... ... i N

Depreciation—Office Equipment...... ..., $

Bad Debts ... ot 3

RS

BN

Add:
Other Income
Interest INCOME . oviivitin ittt ettt i e et $

E. Total Lot

Less:
Other Deductions

S SRS

©»
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Methods of Analysis

In making an analysis of an operating statement, it is helpful if
the various figures in the statement are reduced to some common basis
to facilitate comparison and comprehension. For example, if in a
creamery making 500,000 pounds of butter, $5,000 was spent for
creamery labor and the butter sales amounted to $150,000, it might
be better to say that creamery labor cost 374 cents per dollar of butter
sales, or that creamery labor cost 1 cent per pound of butter made, than
to say merely that creamery labor cost $5,000. Cost per pound of
butter made is used in this analysis, altho costs per pound of butterfat
purchased are given in Appendix B for the use of those readers who
think in terms of pounds of butterfat.

Table 6.—Average Cost of Dairy Products Sold by 117 Minnesota Cooperative

Creamery Associations Classified According to Pounds of Butter
Made During the Year Ending December 31, 1931

Average
All Groups  Group I Group II Group IIT Group IV  GroupV  Group VI
No. of Creameries. ..... 117 6 48 34 16 6 7
Cost of Dairy Products
Sold :

Inventory of Dairy ,
I:jroducts—]an 1, 1931 $ 294.00 $ 38.00 $ 145.03 $ 285.30 $ 25243 $ 784.31 $ 1,251.90
Add

Cost of Dairy Products

Manufactured :
Cost of Raw Material:
Butterfat ........ 69,333.31 22922.12 41,873.36 66,793.78  95,121.01 130,155.05 198,669.51
Hauling Cream .. 430.14 None 176.00 494.15 769.25 143.41 1,701.33
Total Cost of Raw
Material ...... $69,763.45 $22,922.12 $42,049.36 $67,287.93 $ 95,890.26 $130,298.46 $200,370.84
Creamery Labor .... 3,360.39 1,823.68  2,480.50 3,421.91 4,145.35 5,338.85 6,922.25

Manufacturing Expense 5,719.70  2,454.66  4,108.73  5,961.98 7,647.02 8,556.51 11,551.40

Total Cost of Dairy
Products Manu-
factured ......... $78,843.54 $27,200.46 $48,638.59 $76,671.82 $107,682.63 $144,193.82 $218,844.49
Inventory of Dairy Prod-
ucts—Jan. 1, 1931
Plus Cost of Dairy
Products Manufac-

tured .......0eennn 79,137.54 27,238.46 48,783.62 76,957.12 107,935.06 144,978.13 220,096.39
Less:

Inventory of Dairy Prod-

ucts—Dec. 1, 1931... 247.76 89.57 156.52 213.18 163.73 878.07 828.76

Total Cost of Dairy
Products Sold. .... $78,889.78 $27,148.89 $48,627.10 $76,743.94 $107,771.33 $144,100.06 $219,267.63

Analysis of the Income and Expense Statements'® of 117 Creameries

Tables 6, 7, 8, and 9 indicate that there is a tendency for total costs
to increase as volume of butter becomes larger. This is true of sales
and cost of dairy products sold. However, the question to be answered
is, have the various expenses per pound of butter made increased in

16 The statements of these 117 creameries are analyzed in accordance with the methods of
procedure already discussed in all instances where the available data make such analysis pos-
sible. In some cases, other classifications and methods of procedure are necessary because of
the manner in which the data were reported by the creameries; for instance, the method of
handling selling expenses.
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Table 7.—Average Manufacturing Expense of 117 Minnesota Cooperative
Creamery Associations Classified According to Pounds of Butter
Made During the Year Ending December 31, 1931

Average
All Groups Group I  Group II Group III Group IV Group V Group VI
No. of Creameries...... 117 6 48 34 16 6 7
Manufacturing Expense:
Fuel, Heat, Light, Power,
Refrigeration, Ice and
Water  ............ $1,058.42 $ 597.77 $ 844.44 $1,127.81 $1,324.91 $1,339.63 $ 1,733.40
Supplies ....... ... .. 2,748.15 1,019.52 1,806.93 2,833.30 3,799.79 4,546.39 6,325.23
Freight, Express and
Drayage .......... 286.13 134.84 244.24 215.29 368.57 342.97 809.90
Taxes ............... 286.08 72.11 213.04 325.49 389.00 413.76 434.22
Insurance ........... 165.42 145.70 130.17 183.06 197.80 241.47 230.69
Repairs ............. 219.11 108.84 122.93 201.09 385.90 305.12 574.18
Depreciation  ......... 936.25 375.88 732.01 1,056.31 1,161.61 1,299.33 1,407.65
Miscellaneous  ........ 20.14 None 14.96 19.63 19.44 67.84 36.13
Total Manufacturing
Expense ...... $5,719.70 $2,454.66 $4,108.72 $5,961.98 $7,647.02 $8,556.51 $11,551.40

Table 8.—Average General and Administrative Expense of 117 Minnesota
Cooperative Creamery Associations Classified According to Pounds
of Butter Made During the Year Ending December 31, 1931

Average
All Groups Group I  Group IT Group ITI Group IV Group V Group VI

No. of Creameries...... 117

General Administrative

6

48

34

16

6

7

Expense:
General Salaries.... $ 639.53 $ 214, 50 $ 47172 $ 697.16 $ 847.32 § 973 58 $1,156.21
Office Expense...... 192,42 34 116,51  247.97  238.94 2.00  455.46
Audit and Legal . 54.93 15. 61 55.53 69.63 42.14 61 65 36.68
Bad Debts ........ 10.06 None 12.63 12.98 None 21.50 None
Miscellaneous  ...... 119.20 46.07 92.84 136.81 151.77 190.08 141.84
Total General and
Administrative
Expense. ........ $1,016.14 § 310.60 $ 749.23 $1,164.55 $1,280.17 $1,408.81 $1,790.19

Table 9.—Condensed Operating Statement Showing the Average Result of the
Year’s Operations by 117 Minnesota Cooperative Creamery Asso-

tions Classified According to Pounds of Butter Made Dur-

ing the Year Ending December 31, 1931

Average
All Groups  GroupI GroupII Group III Group IV  Group V Group VI
No. of Creameries .. .. 117 6 48 34 16 6 7

Sales of Dairy Products $80,220.08
Cost odf Dairy Products
Sol

$27,055.34 $49,410.12 $78,468.30 $109,592.85 $145,828.68 $222,192.95

............ 78,889.78 27,148.89 48.627.10 76,743.95 107,771.32 144,100.06 219,267.63
Gross Income or
(Loss) ....... 1,330.30 —93.55 783.02 1,724.35 1,821.53 1,728.62 2,925.32
General and Adminis-
trative Expense. . 1,016.14 310.60 749.23 1,164.55 1,280.17 1,408.81 1,790.19
Operating Income
or (Loss) .... 314.16  —404.15 33.79 559.80 541.36 319.81 1,135.13
Other Income ...... 484.10 340.69 407.05 568.25 580.97 427.89 553.29
Total .......... 798.26 —63.46 440.84 1,128.05 1,122.33 747.70 1
Other Deduct\ons 376.62 120,00  296.27  489.14 449.04 330176 pEHe
Net Earnmgs or
(Lossi .v... 421.64 —183.46 144.57 638.91 673.29 416.94 1,213.73
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amount, and not, have the total expenses increased. Tables 10, 11,

2, and 13 show the various classes of expenses for the different groups
of creameries on the basis of average cost per pound of butter made.
Table 13 presents the condensed operating statement, expressed in cents
per pound of butter, for the 117 creameries for the year 1931.

Table 10.—Average Cost of Dairy Products Sold Expressed in Cents Per
Pound of Butter Made by 117 Minnesota Cooperative Creamery Asso-
ciations Classified According to Pounds of Butter Made Dur-
ing the Year Ending December 31, 1931

Average
All Groups Group I Group IT GroupIII GroupIV GroupV GroupVI

No. of Creameries........... 117 6 48 34 16 6 7

Cost of Dairy Products Sold:
Inventory of Dairy Prod-
A(;J(fts—]an. 1, 1931...... 0.09¢ 0.04¢ 0.07¢ 0.10¢ 0.06¢ 0.14¢ 0.15¢

Cost  of Dairy Products
Manufactured :
Cost of Raw Material

Butterfat* .......... 22.65 21.96 21.99 22.12 22.81 24.00 23.77
Hauling Cream ..... 0.14 None 0.09 0.16 0.18 0.03 0.20
Total Cost of Raw
Material ........ 22.79¢  21. 96¢ 22,08¢  22.28¢ 22 99¢ 24.03¢  23.97¢
Creamery Labor ..... 1.10 1.7 1.30 1.13 0.98 0.83
Manufacturing E)\pense 1.87 2. 3.> 2.16 1.97 1 83 1.58 1.38
Total Cost of Dairy Prod-
ucts Manufactured ... 25.76¢ 26.06¢ 25.54¢  25.38¢ 25.82¢ 26.59¢  26.18¢
Inventory of Dairy Products—
Jan. 1, 1931
Plus Cost of Dairy Products
L Manufactured ........... 25.85 26.10 25.61 25.48 25.88 26.73 26.33
ess:
Inventory of Dairy Products—
Dec. 31, 1931 .......... 0.08 0.09 0.08 0.07 0.04 0.16 0.10
Total Cost of Dairy Prod-
ucts Sold ........... 25.77¢  26.01¢  25.53¢  25.41¢  25.84¢  26.57¢  26.23¢

* This cost of raw material is the amount paid for butterfat per pound of butter made,
and is not the actual average price paid patrons for their butterfat. The average prices per
pound which patrons did receive for their butterfat are given below:

Average price paid per pound
of butterfat ............. 27.83 27.03 27.15 27.20 27.72 29.60 29.24

A detailed analysis of the average cost of dairy products sold ex-
pressed in cents per pound of butter made is given in Table 10. The
inventories increased in amount from 0.04 cents for the small cream-
eries to 0.15 cents for the largest creameries. The cost of butterfat
per pound of butter made varied from 2i.96 cents in case of the small
creameries to an average of 24.00 cents for the group handling between
500,000 and 625,000 pounds of butter. The last line (Table 10) also
shows the average price paid per pound of butterfat, which varied
from 27.03 cents for the small creameries to an average of 29.60 cents
for the Group V creameries. This is a difference of more than 215
cents per pound of butterfat in favor of the patrons of larger creameries.

The cost of cream hauling is of importance in some creameries and
of no importance in others, and is not necessarily related to the volume
of butter made. The amount paid for hauling depends on the par-
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ticular hauling plan used, the choice of which is influenced by custom,
competition, demands of patrons, or a combination of these three. Con-
ditions in the individual creameries differ much, but in all cases the
board of directors attempts to adopt the most economical and satis-
factory way of getting cream to the plant. Under any given condi-
tions, the more paid for cream hauling, the less can be paid patrons
for butterfat. Hauling costs varied from nothing to as high as one-
fifth of a cent per pound of butter, and the amount paid apparently
bore some relation to the volume of butter made, the largest volume
group having the highest cost, and the smallest volume group having
norne.

Creamery labor is an important expense which would be expected
to vary with the volume of the creamery. Table 10 indicates that the
cost of creamery labor per pound of butter decreased consistently as
the volume increased. The small creameries averaged 1.75 cents and
the large creameries averaged 0.83 cents per pound of butter.” From
these data it appears that the larger creameries paid less for creamery
labor per pound of butter than did the small-volume creameries, and
evidently employed labor more efficiently than did the smaller cream-
cries.

Manufacturing expense may be examined in more detail in Table
11. In the small-volume creameries the manufacturing expense aver-
aged 2.35 cents per pound of butter, while in the large-volume cream-
eries it was 1.38 cents, a difference of 0.97 cents per pound. The small-
volume creameries used the difference to pay their manufacturing ex-
penses. The large-volume creameries paid the difference to their pat-
rons, who, as a result, received approximately $10,000 more than they
would have received at the price paid by the small creameries. In gen-
eral, the various expenses per pound of butter decreased as the volume
increased. This 1s particularly true of heat, light, and power, for which
the cost was 0.57 cents per pound in the small-volume group, and 0.21
cents per pound in the large-volume group. The largest single item
of manufacturing expense was that of supplies. Like the first group
of expenses, cost of supplies per pound of butter decreased consistently
as the volume of the creamery increased. For the smaller creameries in
this study it averaged 0.98 cents, and the amount gradually declined
until it was 0.75 cents per pound for the largest creameries. Some other
items in this table, such as freight, express, and drayage; taxes; re-
pairs; and miscellaneous expenses, may vary widely from year to year
and may be influenced by so many factors entirely independent of the
volume of butter made that there need be no relation between these

17 Table 25 of Appendix B shows that the difference in labor expense accounted for 1.13
cents of the difference paid patrons for bhutterfat.
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expenses and the volume of the creamery. However, volume is so
important that even in the case of these four items their sum was 0.34
cents per pound for the small creameries and only 0.22 cents per pound
for the large creameries.

Table 11.—Average Manufacturing Expense Expressed in Cents Per Pound
of Butter Made by 117 Minnesota Cooperative Creamery Associa-
tions Classified According to Pounds of Butter Made
During the Year Ending December 31, 1931

Average
All Groups Group I GroupII GroupIII GroupIV GroupV GroupVI

No. of Creameries........... 117 6 48 34 16 6 7

Manufacturing Expense:
Fuel, Heat, Light, Power,
Refrigeration, Ice and

Water ... 0.35¢ 0.57¢ 0.44¢ 0.37¢ 0.32¢ 0.25¢ 0.21¢
Supplies ... .90 .98 .95 .94 91 .84 .75
Freight Express and Dray-

AEE v 09 13 13 .07 09 06 10
Taxes ..., .09 .07 11 .11 .09 .08 .05
Insurance ............... .05 .10 .07 .06 .05 .04 .03
Repairs ... .07 .14 .07 .06 .09 .06 .07
Depreciation  ............ 231 .36 .38 .35 .28 .24 17
Miscellaneous  ........... .01 None .01 .01 .00 .01 .00

Total Manufacturing Ex-
PENSE . 1.87¢ 2.35¢ 2.16¢ 1.97¢ 1.83¢ 1.58¢ 1.38¢

The total insurance and depreciation expenses should be larger in
very large creameries than in very small ones. But when these expenses
are reduced to a cost-per-pound basis, insurance decreased from 0.10
cents per pound in the small creameries to 0.03 cents per pound in the
largest creameries, and depreciation decreased from 0.36 cents in the
small creameries to 0.17 cents in the large-volume plants. When these
manufacturing expenses were combined, it was inevitable that the manu-
facturing expense per pound of butter made was more in the small
than in the large creameries.

The next major class of expenses, general and administrative, is
shown in Table 12. The lowest general and administrative expenses
per pound of butter made were associated with the two creamery groups
of large volume. The one important item which constituted more than
60 per cent of general and administrative expense was general salaries.
In only two groups of creameries was the general salaries expense dis-
tinctly less than the average of all the creameries, and those groups
were V and VI, making over 500,000 pounds of butter. The other
items were of minor importance, relatively, and varied more because of
particular conditions of the creamery than because of volume of butter
made. However, the smallest total of all the remaining items in Table
12 was for Group VI. These data indicate that general and adminis-
trative expenses per pound of butter made tend to be lower for large-
volume creameries than for small-volume ones.
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Table 12.—Average General and Administrative Expense Expressed in Cents
Per Pound of Butter Made by 117 Minnesota Cooperative Creamery
Associations Classified According to Pounds of Butter Made
During the Year Ending December 31, 1931

Average
All Groups Group I Group II GroupIII GroupIV GroupV GroupVI
No. of Creameries. .......... 117 6 48 34 16 6 7
General and Administrative
Expense:

General Salaries ......... 0.21¢ 0.21¢ 0.25¢ 0.23¢ 0.20¢ 0.17¢ 0.14¢

Office Expense ... . .06 .03 .06 .08 .06 .04 .05

Audit and Legal .02 .02 .03 .02 .01 .01 .00

Bad Debts ..... .00 " None .00 .00 None .00 None

Miscellaneous .04 .04 .05 .05 .04 .04 .02

Total General and Ad-
ministrative Expense  0.33¢ 0.30¢ 0.39¢ 0.38¢ 0.31¢ 0.26¢ 0.21¢

Table 13 includes two other major items, namely, other income and
other deductions. The type of creameries selected for this study makes
other income of minor importance, since only creameries with practically
no sidelines were included in the study. Other deductions is an ex-
ample of another item that need bear no relation to volume of butter
made, but depends, rather, on the particular set-up of the individual
creamery.

Table 13.—Condensed Operating Statement Expressed in Cents Per Pound
of Butter Made, Showing the Average Result of the Year’s Opera-
tions by 117 Minnesota Cooperative Creamery Associations
Classified According to Pounds of Butter Made Dur-
ing the Year Ending December 31, 1931

Average
All Groups Group I Group IT GroupIII GroupIV GroupV GroupVI
No. of Creameries. .......... 117 6 48 34 16 3 7
Sales of Dairy Products.. ... 26.20¢ 25.92¢ 25.94¢  25.98¢  26.28¢ 26.89¢ 26.58¢
Cost of Dairy Products Sold.. 25.77 26.01 25.53 25.41 25.84 26.57 26.23

Gross Income or (Loss).. 0.43  —0.09 0.41 0.57 0.44 0.32 0.35
General and Administrative

Expense.....ooovive vunnn .33 .30 .39 .38 .31 .26 .21
Operating Income or (Loss) .10 —.39 .02 .19 13 .06 .14
Other Income ............. .16 .33 .21 .18 14 .08 .06
Total ...........co .. .26 —.06 .23 37 .27 14 .20
Other Deductions .......... 12 11 .15 .16 11 .06 .06
Net earnings or (Loss).. A4 —17¢ .08¢ 21¢ .16¢ 08¢ 14¢

The last item of both Tables 9 and 13 is net earnings or loss. In
the case of cooperatives this term is not so important as in other types
of business, but in all types net earnings are a source of business sur-
plus, which is needed to safeguard an enterprise during times of poor
business conditions. In the case of cooperative creameries the net earn-
ing is the amount available for a surplus reserve, for interest on capital
stock, or for higher butterfat payments in the form of a patronage divi-
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dend, while a net loss is the total amount which the patrons have been
overpaid for their butterfat.

The small-volume group was the only one showing an average net
loss (Table 9). All the other groups showed some net earnings, but
the greatest average earnings were obtained by the creameries in the
group making more than 625,000 pounds of butter.

Table 14 shows the average price per pound that each group of
creameries could have paid for butterfat if it had maintained its sur-
plus but had used all its net earnings for butterfat payments to its
patrons.

Table 14.—Average Net Earnings Made and Average Prices Paid Per Pound
of Butterfat by 117 Minnesota Cooperative Creamery Associa-
tions During the Year Ending December 31, 1931

Average
All Groups Group I Group IT Group III Group IV GroupV GroupVI
No. of Creameries..... ..... 117 6 48 34 16 6 7
Net earnings or loss per pound
of butterfat* ............. 0.17¢ —0.22¢ 0.09¢ 0.26¢ 0.20¢ 0.09¢ 0.18¢
Price paid per pound of but-
terfaty................... 27.83 27.03 27.15 27.20 27.72 29.60 29.24

Total price that could have
been paid for butterfat.... 28.00¢ 26.81¢ 27.24¢  27.46¢  27.92¢  29.69¢  29.42¢

* Table 15, Appendix A.
7 Table 16, Appendix A.

The average for all creameries was 28 cents, and only the two large-
volume groups could have paid more than this price. There was a
difference of 2.61 cents between the low of 26.81 cents payable by the
smallest-volume group and the 29.42 cents payable by the group mak-
ing over 625,000 pounds of butter.

The analysis of the operating statements of these 117 creameries in-
dicates that volume of butter made is a very important factor in deter-
mining the success of creameries. Large-volume creameries have some
advantage of lower creamery labor, manufacturing, and general and
administrative expenses. Partly as a result of these lower unit costs,
it was possible for the larger creameries in this study to pay their pat-
rons approximately two cents more for each pound of butterfat than
the small creameries could pay (Table 14). Moreover, volume is an
important influence on other factors which affect the price a creamery
can pay for butterfat. For instance, volume may affect the percentage
of overrun, because mechanical losses are a larger part of a small
churning than of a large churning. This tends to cause the overrun of
small creameries to be lower than that of equally efficient large cream-
eries. Furthermore, sales methods may be influenced by volume.
Creameries having a large volume of uniform quality butter may de-
velop special outlets which they would neither be able to acquire nor
supply if their volume were less.
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Quality of butterfat and butter need bear no relationship to volume
of butter made. Nevertheless, creameries located in dairy communities
frequently have a large volume of butterfat from farms specializing in
dairying and attempting to produce high-quality butterfat. In such
localities butterfat is often handled better and is more effectively graded.
Small-volume creameries may be located in regions where hutterfat
production is a sideline to the main farm business, and in such locali-
ties cream may be of inferior quality. In addition, small volume may
necessitate infrequent churning, which may further lower the quality.
Mixture of low- and high-quality butterfat may be necessary in order
to churn economically. High-quality butter requires high-quality but-
terfat. Some of the highest-scoring butter is made by some small-
volume creameries. Nevertheless, large-volume creameries may have
some advantages over small creameries in obtaining larger amounts of
high-quality butterfat and equipment and creamery labor which are
better adapted to produce high-quality butter.

It may be possible for a creamery to increase its volume in several
ways. It may get more butterfat from the same patrons. This can
be done by getting larger output per cow, by herd improvement, or by
an increase in the number of cows in the patrons’ herds. Or it may
be accomplished by increasing the number of patrons. This can be
done by drawing patrons from other creameries or cream stations, or
by consolidating with another creamery. Replacement of plant may be
less economical than consolidation with another creamery when building
and equipment are partially or entirely worn out.

From the viewpoint of the patron member, the success of a co-
operative creamery is judged largely by the price paid for butterfat.
This study indicates that the volume of butter made is a major factor
in determining the price a creamery can pay for butterfat.

Statistical Memoranda

The statistical statement (Schedule 12, page 36) is the third main
part of an annual creamery report. The financial condition of a busi-
ness has been pictured by the information contained in the balance sheet
and in the income and expense statement. The statistical statement
provides data concerning the physical volume of butterfat and butter
handled and includes such information as the number of pounds of
the different classes of butterfat purchased, the average tests of grades
of cream, the pounds of butterfat sold as milk and cream, and the
pounds of butter made. The difference between the pounds of butter
manufactured and the pounds of butterfat churned is the number of
pounds of overrun. This figure multiplied by 100 and then divided by
the number of pounds of butterfat churned is the percentage of overrun
for the creamery.
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Schedule 12.—Statistical Memoranda*

1. Average Number of PatrOns. .. .........ueeunnnee it

MILK AND CREAM RECEIVED

Volume Average test Butterfat Value  Value per Ib.
2. First Grade Cream........... 1b. % 1b. $ ¢
3. Second Grade Cream......... 1b. % 1h. $ ¢
4. Ungraded Cream ............ 1b. % 1b. $ ¢
S. Total Cream ............ 1b. % . $ ¢
6. Milk ...t 1b. %o b, $ ¢
7. Total ...........c.o.... 1b. % 1b. §. ¢

BUTTERFAT AND DAIRY PRODUCTS
Volume Value Value per Ib.
8. Total Butterfat Purchased............ 1b. $ ¢
9. Less Butterfat Sold in Milk and Cream.... 1b. $. ¢
10. Total Butterfat Churned.............. b, $ ¢
11. Butter Shipped ............coviiiiii.. Ih. § ¢
12. Butter Sold Local................oounan. 1b. $. ¢
13. Butter Sold Patrons..................... 1b. $. ¢
14. Total Butter Sold.................... 1b. $. ¢
15. Add Butter in Closing Inventory.......... : 1b. $ ¢
16. Total Butter to Account for........... 1b. $ ¢
17. Less Butter in Beginning Inventory....... 1b. $ ¢
18. Total Butter Manufactured........... 1. $ ¢
19. Skimmilk Powder Manufactured.......... 1. $ ¢
20. Sweet Cream Buttermilk Powder.......... 1b. §. ¢
21. Sour Cream Buttermilk Powder........... . $. ¢
22, Condensed Milk ...........cooiveeennn.. Ib. §. ¢
23. Condensed Skimmed Milk................ 1b. $ ¢
24, Casein ...ttt e 1. $ ¢
25. Cottage Cheese ...........oevvveeennnen. . $ ¢
26. Cultured Buttermilk ..................... Ih. $ ¢
27. Tee Cream ..o Ib. § ¢
28. Salted Butter .........c.veriiieunenna... 1b. $. ¢
29. Unsalted Butter...............coiiiiin... 1. $ ¢
30. Total Butter ......ovveeeieeennnnn. . b, § ¢
. COMPUTATION OF OVERRUN

31. Butter Manufactured (Line 18)..... ...t _—  Ib.
32. Butterfat Churned (Line 10)..... ...ttt iaanss ______—lb.
33. OVETTUIN e ettt ettt et e et e e e e e e e e ettty R |

34. Pounds Overrun (Line 33) X 100

Pounds Butterfat Churned (Line 10)
EXPENSES PER POUND OF BUTTER MANUFACTURED

= % Overrun

35. Manufacturing Expense per pound of Butter Manufactured........... e —
36. General Expense per pound of Butterfat Manufactured.............. — ¢
37. Total Manufacturing and General Expense per pound of Butter

Manufactured ......... .t e e e —

* Creameries whose sole business is to make butter will have no use for lines 19 to 27,
inclusive.

Throughout this analysis use has been made of these statistical data
from the creameries in this study. Attempts to study problems en-
countered by Minnesota creameries emphasize the inadequacy of the
records kept by a large number of creameries. Nevertheless, these re-
ports have served to inform creamery patrons of the receipts, expendi-
tures, and general progress of their creamery business. The more com-
plete and uniform the annual reports are, the more valuable services
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they will render. Different creamery businesses can be more easily
compared, profitable methods of creamery operation can be more uni-
formly adopted, and an increase in the price paid patrons for butterfat
should result. Misunderstandings that exist among creameries may be
removed if a uniform creamery accounting system is adopted, and this
would tend to develop a greater spirit of cooperation among the cream-
eries themselves.

APPENDIX A

The tables in Appendix A show the Condensed Operating Statement
(Table 15) and the Cost of Dairy Products Sold (Table 16) for the
117 creameries classified as before; that is, on the basis of pounds of
butter made.

However, the items in each of these two tables are expressed in
cents per pound of butterfat handled rather than in cents per pound of
butter made, as was done in previous tables, such as 10 and 13. Since
there are fewer pounds of butterfat than of butter, due to overrun, the
items are larger when expressed per pound of butterfat than when ex-
pressed per pound of butter made. The cost per pound of butterfat
shown in Table 16 is the average price paid patrons per pound of
butterfat by each group of creameries. Table 15 shows the net earn-
ings or loss per pound of butterfat handled, for each creamery group.

Table 15.—Condensed Operating Statement Expressed in Cents Per Pound
of Butterfat Handled, Showing the Average Result of the Year’s Oper-
ations by 117 Minnesota Cooperative Creamery Associations
Classified According to Pounds of Butter Made Dur-
ing the Year Ending December 31, 1931

Average
All Groups Group I Group IT GroupIII GroupIV GroupV GroupVI
No. of Creameries........... 117 6 48 34 16 6 7
Sales of Dairy Products..... 32.20¢ 31.90¢ 32.04¢ 31.95¢ 31.94¢ 33.16¢ 32.71¢

Cost of Dairy Products Sold 31.67 32.01 31.53 31.25 31.41 32.77 32.28

Gross Income or (Loss).. 0.53 —0.11 0.51 0.70 0.53 0.39 0.43
General and Administrative

Expense .....iueiiniinnn .41 .37 .49 .47 37 .32 .26
Operating Income or (Loss) .12 —.48 .02 .23 .16 .07 17
Other Income ............. .20 .40 .26 .23 17 .10 .08
Total ....covvvvevinnnn. .32 —.08 .28 .46 .33 17 .25
Other Deductions ........... .15 14 .19 .20 .13 .08 .07

Net Earnings or (Loss).. 17¢ —.22¢ .09¢ .26¢ .20¢ .09¢ .18¢
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Table 16.—Average Cost of Dairy Products Sold Expressed in Cents Per
Pound of Butterfat Handled by 117 Minnesota Cooperative Creamery
Associations Classified According to Pounds of Butter Made.
During the Year Ending December 31, 1931

Average
All Groups Group I GroupII GroupIII GroupIV GroupV GroupVI
No. of Creameries........... 117 6 48 34 16 6 7

Cost of Dairy Products Sold:
Inventory of Dairy Products—

({;n 1, 1931 ... 0.12¢ 0.05¢ 0.10¢ 0.12¢ 0.07¢ 0.18¢ 0.19¢
Cost of Dairy Products Man-
ufactured:
Cost of Raw Material
Buttqrfat ............ 27.83 27.03 27.15 27.20 27.73 29.60 29.24
Hauling Cream....... 17 None 11 .20 .22 .03 .25
Total Cost of Raw
Material ........ 28 00¢ 27 03¢ 27.26¢ 27 40¢ 27.95¢  29.63¢  29.49¢
Creamery Labor ....... 2.15 1.61 1.21 1.21 1.02
Manufacturing Expense. . 2 30 2.89 2.66 2 43 2.23 1.95 1.70
Total Cost of Dairy Prod-
ucts Manufactured ..... 31.65¢ 32.07¢ 31.53¢ 31.22¢  31.39¢ 32.79¢ 32.21¢
Inventory of Dairy Products—
Jan. 1, 1931
Plus Cost of Dairy Products
L Manufactured ........... 31.77 32.12 31.63 31.34 31.46 32.97 32.40
ess:
Inventory of Dairy Products—
Dec. 31, 1931............ .10 A1 .10 .09 .05 .20 12
Total Cost of Dairy Prod-
ucts Sold ............ 31.67¢  32.01¢  31.53¢ 31.25¢ 31.41¢ 32.77¢  32.28¢

APPENDIX B

Creamery patrons think in terms of butterfat. Patrons judge a
cooperative creamery primarily on the basis of the price it pays for
butterfat. The tables in Appendix B are presented for the use of those
persons who prefer to use the butterfat basis for analysis.

The 117 creameries are classified on a basis of pounds of butterfat
handled rather than on the basis of pounds of butter made. This
classification gave a grouping of creameries as shown in Table 17
which differs from the grouping shown in Table 1, page 4, only in that
four creameries which were in Group IIT with the butter classification

Table 17.—Creameries Classified on the Basis of Pounds of
Butterfat Handled

Group No. Group range No. in Group
1 Under 100,000 pounds of butterfat............ .. ... nnn.
II 100,000 to 200,000 pounds of butterfat. .

III 200,000 to 300,000 pounds of butterfat.
v 300,000 to 400,000 pounds of butterfat.
\4 400,000 to 500,000 pounds of butterfat.
VI Over 500,000 pounds of butterfat...........

All Total. o e




CREAMERY BUSINESS ANALYSIS 39

basis come in Group IV when the number of pounds of butterfat handled
is used as the measure of volume.

For analytical purposes, the individual items in Tables 25, 26, 27,
and 28 are expressed in cents per pound of butterfat handled as was
done in Tables 15 and 16 of Appendix A.

Table 18.—Condensed Balance Sheet Showing the Average Financial Condi-
tion of 117 Minnesota Cooperative Creamery Associations
Classified According to the Amount of Butterfat Handled
As of December 31, 1931

Average

All Groups Group I Group IT Group III Group IV Group V. Group VI

No. of Creameries 117 6 48 30 20 6 7
ASSETS:

Current ........ $ 5 ,661.28 $1,201.26 $ 3, 104 06 $ 5 959.38 $ 7 753.31 $11, 156 46 $15,054.40
Investments ..... 1,083.38 557.46 00 .53 1,856.74 21 1,266.30
Fixed .......... 14, 446 42 6,692.56 11, 462 84 ]5 777,74 17,841.04 16, 070 .00 24,755.23
Other .......... 1,048.19 587 12 846.35 1,232.92 1,226.10 1,099.56 1,487.73

Total Assets... $22,239.27 $9,033.40 $16,154.25 $24,169.57 $28,677.19 $29,302.23 $42,563.66

LIABILITIES:

4,439.37 1,282.08  3,533.41  4,352.34  6,646.79  4,544.45  7,333.94
1,664.71 922.65 1,651.33  2,969.04 820.00  ...... 642.86

Total Liabilities $ 6,104.08 $2,204.73 $ 5,184.74 $ 7,321.38 $ 7,466.79 $ 4,544.45 $ 7,976.80
NET WORTH:

Capital Stock . 5,842.27 3,206.87  5,359.75 6,612.43  6,972.81  3,889.42  6,552.89
Surplus.......... 10,292.92 3,621.80  5,609.76 10,235.76 14,237.59 20,868.36 28,033.97

Total Net Worth $16,135.19 $6,828.67 $10,969.51 $16,848.19 $21,210.40 $24,757.78 $34,586.86

Total Liabilities and
Net Worth..... $22,239.27 $9,033.40 $16,154.25 $24,169.57 $28,677.19 $29,302.23 $42,563.66

Table 19.—Percentage Analysis of the Condensed Balance Sheet Showing the
Average Financial Condition of 117 Minnesota Cooperative Cream-
ery Associations Classified According to Amount of But-
terfat Handled As of December 31, 1931

Average
All Groups Group I Group IT Group III Group IV Group V Group VI
No. of Creameries... 117 6 48 30 20 6 7
ASSETS:
Current 25.46% 13. 30% 19.21% 24.66% 27.049% 38.07% 35.36%
Investments .. 4.87 6.1 4.59 4.96 6.47 3.34 2.98
Fixed .......ocoonn. 64.96 74. 09 70.96 65.28 62.21 54.84 58.16
Other .............. 4.71 6.44 5.24 5.10 4.28 3.75 3.50
Total Assets ... 100.00 100.00 100.00 100.00 100.00 100.00 100.00
LIABILITIES:
Current . 19.96 14.20 21.87 18.01 23.18 15.51 17.23
Fixed ..... .. 7.49 10.21 10.22 12.28 2.86 e 1.51
Total Liabilities.. 27.45 24.41 32.09 30.29 26.04 15.51 18.74
NET WORTH:
Capital Stock ....... 26.27 35.50 33.18 27.36 24.31 13.27 15.40
Surplus ...........n 46.28 40.09 34.73 42.35 49.65 71.22 65.86
Total Net Worth 72.55 75.59 67.91 69.71 73.96 84.49 81.26

Total Liabilities and
Net Worth ....... 100.00 100.00 100.00 100.00 100.00 100.00 100.00
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Table 20.—Balance Sheet and Turn-over Ratios Reflecting the Average
Financial Condition of 117 Minnesota Cooperative Creamery Asso-
ciations Classified According to Amount of Butterfat
Handled As of December 31, 1931

Ratio of Ratio Ratio Ratio Ratio Ratio of

No. of Current of Net of Net of Net of Fixed  Pounds of

Cream-  Assetsto ~ Worth Worth Worth  Liabilities  Butterfat

eries Current to Total to Fixed to Capital to Fixed to Fixed
Liabilities Liabilities Assets Stock Assets Assets
All Groups .... 117 1.27 2.64 1.12 2.76 0.12 17.24
Group I...... 6 0.94 3.10 1.02 2.13 0.14 12.67
Group II..... 48 0.88 2.12 0.96 2.05 0.14 13.46
Group IIT.... 30 1.37 2.30 1.07 2.55 0.19 15.08
Group IV .... 20 1.17 2.84 1.19 3.04 0.05 18.78
Group V. ..... 6 2.45 5.45 1.54 6.37 s 27.36
Group VI .... 7 2.05 4.34 1.40 5.28 0.03 27.44

Table 21.—Average Cost of Dairy Products Sold by 117 Minnesota Cooperative
Creamery Associations Classified According to the Amount of Butterfat
Handled During the Year Ending December 31, 1931

Average
All Groups GroupI Group II Group III GroupIV GroupV  Group VI
No. of Creameries . ... 117 6 48 30 20 6 7

Cost of Dairy Products
Sold:

Inventory of Dairy
Prdoducts—]an 1, 1931 $ 294.00 $ 38.00 $ 145.03 $ 210.82 $ 37072 $ 784.31 $ 1,251.90

Cost of Dairy Products

Manufactured:
Cost of Raw Material
Butterfat ....... 69,333.31 22,922.12 41,873.36 64,807.60 92,434.86 130,155.05 198,669.51
Hauling Cream .. 430.14 \Ione 176.00 478.11 738.30 143.41 1,701.33
Total Cost of Raw .
Material ...... $69,763.45 $22,922.12 $42,049.36 $65,285.71 $ 93,173.16 $130,298.46 $200,370.84
Creamery Labor.... 3,360.39 1,823.68  2,480.50 3,369.63 4,079.07 5,338.85 6,922.25

Manufacturing Expense 5,719.70  2,454.66  4,108.73  5,740.74 7,641.88 8,556.51 11,551.40

Total Cost of Dairy
Products Manu-
factured ......... $78,843.54 $27,200.46 $48,638.59 $74,396.08 $104,894.11 $144,193.82 $218,844.49
Inventory of Dairy Prod-
ucts—Jan. 1, 1931
Plus Cost of Dairy
Products Manufac-

tured .....i.een.. 79,137.54 27,238.46 48,783.62 74,606.90 105,264.83 144,978.13 220,096.39
Less:

Inventory of Dairy Prod-

ucts—Dec. 31, 1931.. 247.76 89.57 156.52 176.84 228.14 878.07 828.76

Total Cost of Dairy
Products Sold..... $78,889.78 $27,148.89 $48,627.10 $74,430.06 $105,036.69 $144,100.06 $219,267.63
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Table 22.—Average Manufacturing Expense of 117 Minnesota Cooperative
Creamery Associations Classified According to the Amount of But-
terfat Handled During the Year Ending December 31, 1931

Average
All Groups Group I Group IT Group III Group IV Group V. Group VI
No. of Creameries...... 117 6 48 30 20 6 7

Manufacturing Expense:
Fuel, Heat, Light,
Power, Refrigeratxon
Ice and Water. $1 058.42 § 597.77 $ 844.44 $1,080.91 $1,355.85 $1,339.63 $ 1 733.40

Supplies ........... 2,748.15 1,019.52 1,806.93 2,738.53 3,748.63 4,546.39 ,325.23

Freight, Express and
Drayage .......... 286.13 134.84 244.24 226.67 320.85 342.97 809.90
Taxes......oouevnnn. 286.08 72.11 213.04 318.24 387.18 413.76 434.22
Insurance .......... 165.42 145.70 130.17 171.68 211.92 241.47 230.69
Repairs ............ 219.11 108.84 122.93 192.58 361.70 305.12 574.18
Depreciation ....... 936.25 375.88 732.01 991.16 1,238.27 1,299.33 1,407.65
Miscellaneous........ 20.14 None 14.96 20.97 17.48 67.84 36.13

Total Manufactur-
ing Expense ... $5,719.70 $2,454.66 $4,108.72 $5,740.74 $7,641.88 $8,556.51 $11,551.40

Table 23.—Average General and Administrative Expense of 117 Minnesota
Cooperative Creamery Associations Classified According to
the Amount of Butterfat Handled During the
Year Ending December 31, 1931

Average
All Groups Group I Group IT Group III Group IV Group V Group VI
No. of Creameries...... 117 6 48 30 20 6 7
General Administrative
Expense:
General Salaries .... $ 639.53 § 214 50 $ 471.72 ¢ 633.68 $ 912.50 $ 923.58 $1,156.21
Office Expense ...... 192.42 116.51 223.81 277.00 212.00 455.46
Audit_and Legal..... 54.93 15 61 55.53 69.62 47.65 61.65 36.68
Bad Debts ......... 10.06 None 12.63 14.71 None 21.50 None
Miscellaneous ....... 119.20 46.07 92.84 117.33 178.00 190.08 141.84
Total General and
Administrative

Expense ....... $1,016.14 $ 310.60 $ 749.23 $1,059.15 $1,415.15 $1,408.81 $1,790.19
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Table 24.—Condensed Operating Statement Showing the Average Result of the
Year’s Operations by 117 Minnesota Cooperative Creamery Associa-
tions Classified According to the Amount of Butterfat Handled
During the Year Ending December 31, 1931

Average
All Groups GroupI Group II Group III GroupIV Group V Group VI
No. of Creameries .... 117 6 48 30 20 6 7

Sales of Dairy Products $80,220.08 $27,055.34 $49,410.12 $75,966.69 $107,120.37 $145,828. 68 $222,192.95
Cost of Dairy Products
Sold .....ooviiit 78,889.78 27,148.89 48,627.10 74,430.06 105,036.69 144,100.06 219,267.63

(Loss) ....... 1,330.30 —93.55 783.02  1,536.63 2,083.68 1,728.62 2,925.32
General and Adminis_
trative Expense..  1,016.14 310.60 749.23  1,059.158 1,415.15 1,408.81 1,790.19

Operating Income

or (Loss) .... 31416 —404.15 33.79 477.48 668.53 319.81 1,135.13

Other Income ...... 484.10 340.69 407.05 541.84 618.03 427.89 553.29

Total .......... 798.26 —63.46 440.84 1,019.3% 1,286.56 747.70 1,688.42

Other Deductions. 376.62 120.00 296.27 471.57 483.42 330.76 474.69
Net Earmngs or

(Loss) ....... 421.64 —183.46 144.57 547.75 803.14 416.94 1,213.73

Table 25.—Average Cost of Dairy Products Sold Expressed in Cents Per
Pound of Butterfat Handled by 117 Minnesota Cooperative Creamery
Associations Classified According to the Amount of Butterfat
Handled During the Year Ending December 31, 1931

Average
All Groups Group I GroupII GroupIII GroupIV GroupV GroupVI
No. of Creameries........... 117 6 48 30 20 6 7
Cost of Dairy Products Sold:
Inventory of Dairy Prod-
ucts—Jan. 1, 1931...... 0.12¢ 0.05¢ 0.10¢ 0.09¢ 0.11¢ 0.18¢ 0.19¢
Add:
Cost of Dairy Products
Manufactured:
Cost of Raw Material
Butterfat ............ 27.83 27.03 27.15 27.23 27.59 29.60 29.24
Hauling Cream ...... 0.17 None 0.11 0.20 0.22 0.03 0.25
Total Cost of Raw
Material ........ 28.00 27.03 27.26 27.43 27.81 29.63 29.49
Creamery Labor ...... 1.35 2.15 1.61 1.42 1.22 1.21 1.02
Manufacturing Expense  2.30 2.89 2.66 2.41 2.28 1.95 1.70
Total Cost of Dairy Prod-
ucts Manufactured ... 31.65 32.07 31.53 31.26 31.31 32.79 32.21
Inventory of Dairy Products—-
Jan. 1, 1931
Plus Cost of Dairy Products
Manufactured ........... 31.77 32.12 31.63 31.35 31.42 32.97 32.40
Less:
Inventory of Dairy Products-—
Dec. 31, 1931 ........... 0.10 0.11 0.10 0.07 0.07 0.20 0.12

Total Cost of Dairy Prod-
ucts Sold ........... 31.67¢ 32.01¢ 31.53¢ 31.28¢ 31.35¢ 32.77¢ 32.28¢
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Table 26.—Average Manufacturing Expense Expressed in Cents Per Pound
of Butterfat Handled by 117 Minnesota Cooperative Creamery Asso-
ciations Classified According to the Amount of Butterfat
Handled During the Year Ending December 31, 1931

Average
All Groups Group I Group II GroupIII GroupIV GroupV GroupVI

No. of Creameries........... 117 6 48 30 20 6 7
Manufacturing Expense:
Fuel, _Heat, Light, Power
Refrigeration, Ice and

Water 0.43¢ 0.70¢ 0.55¢ 0.45¢ 0.40¢ 0.30¢ 0.26¢
Supplies 1.10 1.20 1.17 1.15 1.12 1.03 .93
Freight, Express and Dray-

ABE v 11 16 .16 10 10 08 12
TaxXes oo 11 .09 .14 .13 12 .09 .06
Insurance ............... .07 13 .08 .07 .06 .06 .03
Repairs ................. .09 17 .08 .08 .11 .07 .08
Depreciation ............. .38 .44 47 .42 .37 .30 .21
Miscellaneous ........... .01 None .01 .01 .00 .02 .01

Total Manufacturing Ex-

PENSE et v ivteien i 2.30¢ 2.89¢ 2.66¢ 2.41¢ 2.28¢ 1.95¢ 1.70¢

Table 27.—Average General and Administrative Expense Expressed in Cents
Per Pound of Butterfat Handled by 117 Minnesota Cooperative Cream-
ery Associations Classified According to the Amount of Butter-
fat Handled During the Year Ending December 31, 1931

Average
All Groups Group I Group II Group III Group IV GroupV GroupVI
No. of Creameries........... 117 6 48 30 20 6 7
General and Administrative
Expense:
General Salaries ......... 0.26¢ 0.25¢ 0.31¢ 0.27¢ 0.27¢ 0.21¢ 0.17¢
Office Expense .... . .08 .04 .07 .09 .08 .05 .07
Audit and Legal. .02 .02 .04 .03 .02 .01 .00
Bad Debts ... . .00 .00 .01 .01 None .01 None
Miscellaneous ............ .05 .06 .06 .03 .03 .04 .02
Total General and Ad-
ministrative Expense A1¢ 37¢ .49¢ 45¢ A42¢ .32¢ .26¢

Table 28.—Condensed Operating Statement Expressed in Cents Per Pound
of Butterfat Handled, Showing the Average Result of the Year’s Oper-
ations by 117 Minnesota Cooperative Creamery Associations
Classified According to the Amount of Butterfat Handled
During the Year Ending December 31, 1931

Average
All Groups Group I GroupII GroupIII GroupIV GroupV GroupVI
No. of Creameries........... 117 6 48 30 20 6 7
Sales of Dairy Products..... 32.20¢  31.90¢  32.04¢ 31.93¢  31.97¢ 33 16¢  32.71¢
Cost of Dairy Products Sold.. 31.67 32.01 31.33 31.28 31.35 32.77 32.28
Gross Income or (Loss).. 0.53 —0.11 0.51 0.65 0.62 0.39 0.43
General and Administrafive
Expense .......ciiinnnn. .41 37 49 .45 42 .32 .26
I}erating Income or (Loss) 12 —.48 .02 .20 .20 .07 17
Other Income .............. .20 .40 .26 .23 .18 .10 .08
................. 32 —.08 .28 43 .38 W17 .25
Other Deductlons ........... 15 14 .19 .20 14 .Oé .037
Net Earnings or (Loss). . A7¢ —=.22¢ .09¢ 23¢ .24¢ .09¢ 18¢
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APPENDIX C

The 117 creameries in this study churned practically all of their but-
terfat into butter and had no large or important sidelines. The various
schedules presented thus far are suitable for the use of such creameries.

The schedules shown in Appendix C are suitable for creameries
where there are several important enterprises, such as a dryer, milk and
cream department, condensed milk, casein, or ice cream departments.

Schedule 13.*—Sales of Dairy Products of the X Cooperative Creamery Asso-
ciation for the Year Ending December 31, 193—

Butter
Shipped ............ A R
L0Cal i e S
Patrons .ttt 3
Total Sales of Butter..............ooiviiiiiin.. $
Cream
$
-8
$
Milk
Total Sales of Milk...... ..o, $
Buttermilk
Total Sales of Buttermilk.................... ... ... $
Powdered Products
Skimmilk Powder ....c..iiiunininiii i $
Sweet Cream Buttermilk Powder...................oou... N
Sour Cream Buttermilk Powder.......................... $
Total Sales of Powdered Products.................... $
Casein
Total Sales of Casein. .. .v.u et ienen ittt iieenneaennnns $
Cottage Cheese
Total Sales of Cottage Cheese........cuiiiiiiiiiiii i, $
Condensed Milk
Total Sales of Condensed Milk. .. ... ..o ivuniiuniiiinieiniriineenvnnnnns $
Ice Cream
Total Sales of Ice Cream .........ciiuiniiriunnrrinit e, $
Total Sales of Dairy Products.......couiuiuneniiniiininunnnnnn. $

* Schedule 11, page 27, shows a complete Income and Expense Statement suitable for
creameries having large departments besides the butter department.



Scheduie 14.—Cost of Dairy Products Sold by the X Cooperative Creamery Association for the Year Ending December 31, 193—

Butter Cream Powdered Casein Cottage Condensed Ice Cream Total
and Milk Products Cheese Milk Dairy Products
Inventory of Dairy Products—Jan. 1, 193— ..... $ $ $. I $ $ $ $
Add:
Cost of Dairy Products Manufactured:

Raw Materials:

. Inventory of Butterfat—Jan. 1, 193— .. ... 3. $. $. - % $. $ $ $
Butterfat Purchases ...................... $. $. $ — % $ $ $ $
Hauling Butterfat ....................... $ $ $. $ $. $ $ $

Total ... $ $ $ $ $ $ $ $
Less:
Inventory of Butterfat—Dec. 31, 193--— .... § $ $. 3. $. $. $ $
Total Cost of Raw Materials $ $ $ s $ $ $ $
Labor Iy $ $ ¢ $ $ $ $
Manufacturing Expenses:
Heat, Light, Power, Water and Refrigeration ¢ $ $. [ $ $ $ $
Factory Supplies, Packages and Wrappers... § $. 3. I $ $. $. $.
Repairs ..o i $ $ $. - $ $ 3. $. $
Depreciation—Buildings. . ................. $ $ $. 3 S, $ $ $
Depreciation—Machinery and Equipment.... § $ $. — $ $ $ $ $.
INSUFANICE « oottt et e e $ $ $ — $ $ $ $ $
TAXES « vt e it e $. $. $ — 3 $ $ $ $
DUES ot $ $. $ $ $ $ $ $
Total Manufacturing Expenses......... $. $ $ — ¢ $ $ $ $
Total Cost of Dairy Products Manufactured $ $ $. —_ % $ $ $ $
Inventory of Dairy Products—]an., 1, 193—
Plus Cost of Dairy Products Manufactured....... $ $ $ — $ $ $ $
Less:
Inventory of Dairy Products—Dec. 31, 193-- . ... $ $. $ $ $ $ $ $
Total Cost of Dairy Products Sold.......... $ $. $ — % $ $ $ $




Schedule 15.—Selling Expense of the X Cooperative Creamery Association for the Year Ending December 31, 193—

Butter Cream Powdered Casein Cottage Condensed Ice Cream Total

. and Milk Products Cheese Milk Dairy Products
Freight............ o i $ $ $ 3 $ ‘8 $ $
Handling Charges ..............viiiiiinnn... $ $ $ _ 3 $ $. s $
Local Drayage............ .. .ot $ $ $ — % $ $ $ $
Advertising ... o oo $ $ $ R $ $ $ $
.................................. $. S $. — 3 $ $ $. $.
.................................. $ $ $ s $ $ $ $
.................................. $ $ $ 3 $ $ $ $
......... $ $ $ T $ $ $ $
......... $ $ $ 3 $ $ $ $
Total Selling Expenses................... $ $ $ — $ $ $ $. $

Schedule 16.—General and Administrative Expenses of the X Cooperative Creamery Association for the Year
Ending December 31, 193—

Butter Cream Powdered Casein Cottage Condensed  Ice Cream Total
and Milk Products Cheese Milk Dairy Products

Office Salaries ......... ...l 3. $. $. $ $. $. $. $
Officers’ Salaries and Directors’ Fees............. $. $ $. $ $ $ $ $
Office SUpplies «..ovvveie e $ $ $ $ $ $. $ $
Telephone and Telegraph. ... $. $. $ $. $ $. $ $.
Auditing and Legal.............. $ $ $. — 3 $ $ $ S
Depreciation—Office  Equipment $. $ $. — s 3 $ $ $.
Bad Debts ....c.cvviniinan. $ $ $ — s $ $ $. $
Miscellaneous Expense ......................... $. $ $. — s $ S $ 3

Total General and Administrative Expense.... § $ $. 3 $. $. $ $
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Schedule 17.%*—Other Income of the X Cooperative Creamery Association for
the Year Ending December 31, 193—

Interest Income .......vuuuiin i $
Purchased Discounts ...........ueueriomuneneneneennnennens K
Dividends. .. .vviit it $
Income from Sidelines (see Schedule 9).................... S
............................................... g
............................................... $
.............................................. s
Total Other Income..........oviiiiiiiiieiiinennnn, $

* Schedule 10, page 26, shows a schedule of other deductions.



Schedule 18.—Income from Sidelines of the X Cooperative

Creamery Association for the Year Ending December 31, 193—

Cheese Feed Cans and Coolers Miscellaneous Total
SalES  t $ — $ $ $ $
Less:
Cost of Sidelines Sold:
Inventory .of Sidelines—January 1, 193— .. ... ....cvvivnn.. $ — $ $ $. $
Purchases ........iiiiii e $ $ $ $ $
otal ot e e $ $ $ $ $
Less:
Inventory of Sidelines—December 31, 193— ............... $ 3. $ $. $
Total Cost of Sidelines Sold.......... .. ..cviiiiivn... $ $ $ $ $
Gross Income from Sales of Sidelines......................... $ — $. $ $ $
Less:
Selling Expenses:
Sales Salaties . uuu vttt $ _ $ $ $ $
Delivery EXpPense. ...ttt $ — $ $ $. $
AdVertising .« vvvin i e e e $. —_ $. 3. $ $
.............................................. [ ——— $ $ $ $
.............................................. $ $ $ $ $
Total Selling Expense. ..... ..., $ $ $ $ $
Net Income from Sales of Sidelines............... ... ... .. ... $— $ $ 3 $
Less: :
General and Administrative Expense:
Heat, Light, Power and Refrigeration..................... $ — $ $ $ $
a0t + vt ettt e e s $ $ $ $. $
REPaITS ittt i e i $— $ $. 3. $
Depreciation—Buildings ...l S $ $ $ $
Depreciation—Machinery and Equipment................... $ $ S $ $
KOS ottt $ — $ $. $. $
TNSUTANCE .+ttt tee et et e ee e e i e aaeans $— $ $ $ $
Officers’ Salaries and Directors’ Fees............ooovvvnn $— $ $. 3. $
Office Salaries .....oiviiiiiin it s $ — $ $ $. $
Telephone and Telegraph...............o.iiiiiiinin .. S $ $ $. $
Auditing and Legal........ooiiiiiiii i $ — $. $ $ $
Depreciation—Office Equipment ..................... .. ... $— $ S. $. $
Bad Debts ..ottt e e — $ $ $ $
Miscellaneous General EXpenses.........ooouuiiieeunann.ns $ $. $ $ $
Total General and Administrative Expense............. $ $ $ $ $
Net Income from Sidelines. .........iiiiiiiininnneenenn, $ $ $ $. $




