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Summary

Tho influcnce of cooperative grain .clovators on local groin handling and costs
is folt at noarly overy local shipning point in Minnosota. While the number of
associations has not changed groatly over the past 30 ycars, the volume of grain and
morchandisc handled has incrcasod significantly.

Most of the 80 associations which were survoyed in 1949 adherc fairly closcly
to tho logal cooporative smecifications in thelr orgonization and operntions. How-
ever, some aro organized and opcrating under articles of incorporation and bylaws
of long standing which should beo ameopded or reviscd in order to bring thom into
closor conformity with the moro recegh pmapdmcnts to the basic Minnesota cooncrative
law, For oxample, a fow associationg PE XAl %W@Vide for the nayment of 8 perceat on
cooital stock, although only onec asspediation metually vays this amount,

Some associations distributod patronage dividends to the producers of grain
only. In practically cvery instance, this was in dircet violation of the bylaws.
To bo truly cooperative, both the sollers of grain and buyers of merchandisc should
gharc in the distribution of savings. This is a spoecific roquirement if the associa~
tion is oxcmnt from payment of income taxos,

Very fow of the associations experionce difficulty in maintaining control in
tho hands of oproduccr member vatrons. Howover, some associations have found that
when tho pronortion of non-producor or non-matron mcmbers becomes higher than
dosirable, the situation bocomes vory difficult to correcct. In consequenceo, the
stock of such mombers should bo retircd as soon as possible after the member ceascs
patronizing tho association. ‘

About 60 percent of the 80 associntions arc czemmt from income taxes., A numbor
of othor associations meet all the requirements but for various reasons have not
applicd for cxcmmtion.

The grain summly arca of threo-fourths of the assoclations studiced has less
than a 10 mile radius. The natronage and volumo of busiacss of all associations is
limited in varying dcgrces by tho oroscnce of othtr competing grain dbuycrs. Many of
the compotitors of tho 80 associations aro othoer cooperatives, but the more usual
compotition ig cithor a linc or indovwendent clovator or both, Thirty-cight associa-
tions had no local compotition but somec havo os mony as throe loenl comopetitors.
Within a five mile radiuvs, about two-fifths of the associations studicd had two or
moroe compotitors. It is covidont that comcetition in somo arcas for the available
grain supoly is narticularly kecon and as tho sumly arcas of the largerand morc
officiont associntions oxvwand, somo of the smaller organizations aro oxveriencing
morc anf. morc difficulty in obtaining adequatc volumo.

Tho not capital invested in cooperative cle vator mSﬂoc1nt10ns avoraged $118, 642
in 1948 ranging from lcss than $50,000 to morc thon $300,000. Overating comital
roproscntod by current assots constituted 70 porcent of the totnl or $82,461 per
association. Accounts rccoivable from natrons, onc of the imvortant itoms of oporat~
ing cmnltal, aveoraged $8,992 but onc-tenth of the associntions had outstanding
nccounts of $16,000 or morc.

Tho over oxtension of credit to purchascrs of merchandisc with the sccompanying
difficulty of maintaining collcctions is ono of the morc serious vnrobdloms of
finoncial managoment particularly during a porioed of doclining farm incomo. This is
woll cvidencod by the fact that for over ono-fifth of the associntions, the days
sales outstanding in roececivablos were 50 days or moro.



Of tho totnl capitnl roquired, 26 percent was uscd for fixoed asscts. Tho
original invostmont was $45,511 por associntion but ono~third of this had boon
doanC1wtcd loaving a not value of $30, 295, ‘ .

Croditors suomlicd 42 vorcent of tho cmnital Ineludod in this proportion is
that ropresonting patronago dividends payable which amountod. to 5.2 porcont of tho
asscts., Inasmuch as most of the patrons arc mombors, the amount of this itom can
be considerod as cnoital provided by members, bringing the total capital supnlicd
by membors and patrons to an avorago of 63 porcont of .thc assots,

Capital stock including both common and nroforrod accountod for 20 porcont,
ond patrons doforrod dividends, 24 porcont of the total net worth., Tho surplus
which constituted 1l percent of tho not worth is in tho mnin not creditod to indi-
vidual natrons accounts. Somoc associantions continuc to mako substantial additions:
to this account whonever savings permit, Howover, any association which hopes to
maintnin an income tax oxempt status should aveid placing any of the savings in an
unallocatod account,

On the basis of averages, tho financial status of Minncsota cooporative oleva~
. tor associations at the ond of tho 1947-48 fiscal yooar was vory satisfactory, Tho.
ratio of currcont asscots to curront liabilitics wns slightly over the standard of

2 to 1; tho ratio of not worth to dobt was woll abovo the minimum accopted standard
of 1,5 to 1. Howover, these ratios for many associntions worc bolow tho standards.
For czammlec, 8 porcont of the associntions did not have onough liguid asscts to
meet current creditor claims in full on deomand. In the casc of 29 percent of tho
assocliations, the ratio of not worth to dobt was less than 1.0 indicating thaot tho
ownors actually control less than onc-half of tho assots.

Sales of grain ovoragod $711,460 or 86 porcont of the combined snles of grain
and morchandisc. The total gross margin avoragod $41,140 or 4,5 porcont of total
salos and was about cqually divided botwoen oporating cxmonscs and operating savings.
The gross margin oxprosscd os ccents por bushol of grain handled, varicd widoly,
ranging from 3,9 cents for oats to 25.3 conts for flaxsocd.

Labor and management cxnensc reoresontod 52 percent of oporating cxwonses.
Labor and manngement czponsc per $1000 of salos ranged from $26.22 for thosc associa-
tions with salcs por cmployce of less than $100 000 to $7 70 for thosc associations
with salos per cmnloyoco ‘of $MOO 000 ~nd moro. Probnbly» the most important attack
on high oporating costs among thosc associntions of adoquate volume is to obtain
a morc cfficicent managemont and utilization of labor,

The net sovings of $19,716 was 2.4 porcont of total salos mlus scorvice incomo.
For tho 80 associations included in the study tho not savings totalod $2,070,423.
Of this amount, 80 mcrcont was paid out in cash, made currently payablo, or nlaced
in a patrons cquity rosorve. In addition, almost 7 percent was distributed to the
patrons in the form of capitnl stock or stock credits. About 10 percont - -of the
carnings was added to surplus, and 6 norcent represontod undistributod savings.

t



MIVNESCTA COOPIRATIVE TLEVATOR ASSOC IAT IONS 1/

Rex W, Cox

INTRODUCTION

The farmers' elevator movement in Minnesota started about 1890. The number of
elevator associacions in which farmers ‘owned at least 50 peccent of the stock had
grown to 270 by 1914, In that year the aggregate membershin totaled 34,500 an aver-
age of 128 members mer association. For the fiscal yeszr, 1912-13, $22,000,000 of
grain were markesed and $2,000,000 of supnlies vurchased for members. The grain
marketed through these associations constituted 30 percent of the grain marketed by
Minnosota farmers., :

Although these elevator associations were mainly farmer owned, all of them did
not conform in their organization aud operations to what were then considered the
ecsentials of cooperation, mamely, the one-man one vote princivle, limitation of the
amount of stock owned by any member, and the patronage dividend. About 95 percent
of the 270 associations provided for one man one vote; 34 percent set a limit on the
number of shares owned by any person, ranging from 1 to 50 shares; and one-third of
the commanies limited dividends on canital stock and distributed the balance of the
earnings on the basis of patronage. 2/

Today, there are 1188 public local grain warehouses or elevators in Minnesota.
O0f this number, 300 are classified as farmers' elevators, but only 256 of these can
be called cooperative if the mayment of vatronage dividends and limitation of divi-
dends on capital stock are considercd as the main criteria. The grain marketed from
these farmers' cooverative elcvators constituted about 45 percent of all grain
shivped from local elevators in the fiscal year 1047-LE,

The prosvects of practical accemnlishment led producers of grain to organize
and invest their funds in cooperative elevators. The skillful utilization and
preservation of this investment is & matter of major concern to the members of these
associations. During the period of constantly rising wrices, few associations exper-
icnced any financial difficulty, but with the advent of a decline in grain wrices
and rising costs, many problems of a financial pn-~ture loom ahcad, In addition, therc
arc constant problems of competition, organizatioinal structure, and distribution of
savings. ‘This roport presonts an analysis of the organization and overation of a
ropreosentativo group of Minncsota cooporative clcvator associations. The first part
of the report is concerncd mainly with the organizational structure and cooperative
charactor of elevators. This is followed by a discussion of grain suoply arca. The
final soctions arc devoted to an analysis of the financial status and financial
operation of clevator associations.

Scopc of the Study

Tho data on which this roport is bascd werc obtained during intervicws with the
managers of 80 cooporative elevator associations in the summer of 1949, and from the

l/ PreliminarX roport of a study conducted with funds provided by the Rescarch and
Markoting Act. Aporcciation is cxoressed to managors of olevators for their
cooperation in supplying the basic data for the study.

Credit is duc to Dr. 3., Fred Koller, Division of Agricultural Fconomics who
asslstod in the organlzation of the study and analysis of the data and to Mr, Max
Kf %%ndsé Exten31on Division, who particivated in the field work and othor agpect s
) he study,

2/ Wold, L.D,H,, Tarmors Elovator Mi sota, Uni i M A a
/ 8225 o Bul.‘152. e %9%5§ in Minncsota, University of Minnesota Agr. Zxv.
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annual audits for thc fiscal ycars 1947-48 and 1948-49, Tho operation of clovators
is influcnced by the tyne of farming and kinds of grain grown in tho locality, tho
volume of businoss, and the rolative importanco of the grain business comparcd with
the merchandising business. In tho scloction of the clovators ineludod in the study,
the stato was first divided into threc arcas and all of the dooporative clevator
associations in cach arca were then groupcd into the follow1ng five divisions accord~
ing to tho dollar volume of total salos in 1947-48: loss than $400,000, $400,000~
$799,000, $800,000-$1199,000, $1200,000~%1599,000, $1,600,000 and above. The samplo
of 80 associations includod thoe random sclection of 25 percent of the associations
in cach of .the first four groups in cach arca and all of the associations with a
volumo of salcs of $1,600,000 or moro., Tho location of the arcas is shown in Figure
I, The numbor of olovators solected for study in cach arca is as follows!

Arvca Number of Elovators
1, VYorthwest ' _ 25
2. Vest and Southwest ‘ s
3. Southecast 10
. 80

In the discussion which follows, rcfercnce to any arca is made by number, as Arca 1,
rather than by the name of the arca, as Forthwest Arca.

ORGAVIZATIOIWAL STRUCTURE AFD COOPERATIVE CHARACTER
Legal Basis of Organization

Provision was made in the laws of Minncsota for the incorporation of coopera~
tives as carly as 1870. TFifty-four of thc cleovator associations surveyed were incor-
poratced under statutes cnacted previous to 1920. ILaws governing the organization
and opcration of cooporatives have been changed sovorsl times and the associations
incorporated subsequont to 1922 werc organizod under the Cooporative Law of 1923 or
amendmonts thercto. In addition to thosc which have beon originally incorporated
since 1922, many of the oldor associations have roorganized or changed their bylaws
to conform to spccifications included in morc recont amendments to tho 1923 Coopera-
tive Low. About onc-half of thc 80 oleovators have roorganized completely or amondod
their bylaws since 1939, and onc-third have madc those changes subsequent to 1944,

Tho 1949 scssion of the Mimcsota loglslaturc passcd a number of amcndments to
the basic coopcrative statutes. The charactoristics esscntial to a Minnesota coop-
crative association, according to the amended statutes, includc the following!

Individual stockholders shall he restricted to only one vote in the affairs of
tho assoclation.

Proxy voting is prohlbitcd

Sharcs of stock arc transferrable only with tho approval of tho association.
Dividonds on stock shall not excecd 6 pcreent.

The net incomo of the association oxcopt cortain amounts rcquired for a roscrve
fund or permancnt .surnlus or sct aside by the vote of tho association shall bo
distributed on the basis of patronago. '
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Conformity to Legal Cooperative Specifications
State Lows

A1l associations surveyed limited each member to one vote. Eight limited divi-
dends on canital stock to 8 percent, although only one paid this amownt. Sixty-
three associations limited dividends to 6 nercent Of these, 29 naid lass than 6
percent in 1948, Wine of the associstions specified a dividend rate of less than 6
percent,

All associations provided for the nayment of vatronage dividends and dividends
were actually declared in 1948 except by those elevators which had either no net
savings or only nominal savings, In the case of 12 other associations, patronage
dividends were distributed to the producers of grain only, both member and non-mem-
ber nroducers, and 3 associations confined the distribution to members only. With
the exception of one association, both of these procedures were in direct violation
of the bylaws, Distribution of savings to producers of grain only is sometinmes
justified on the basis that the merchandise business is being conducted at cost and
in consequehce, does not provide for any savings.

Althouzh a limit on the mumber of shares held by any one member is not a
requirement according to the latest amendment, about three-fifths of the elevators
provide for a limitation in their bylaws,

"Federal laus

In order to obtain exemption from federal income taxes or to qualify for loans
from the St., Paul Bank for Cooperatives, the association must meet additional
requirements: the association shall consist of asricultural vroducers, the business
transacted with non-members shall not be greater in value than that handled by it
for members, and not more than 15 vercent of the merchandising business shall be
with non-member noh-producers. It has been generally assumed that if 90 percent of
the members are producers, the association meets the first requirement. However,
the Bureau of Internal Revenue specifies that substantially all of the stock must be
held by producers of agricultural products and determines individually the status of
any association which 1s anplying for exemwtion or whose exemption is questioned,

The membership of the 80 associations varied from lecss than 100 to more than
1500 and averaged 426. About 60 percent of the associations had less than 400 mem-
bers., Very few of the associations have exverienced difficulty in meeting the
specification that membershin nrimarily must be produce”s In all but 10, producers
made up 90 percent of the total membershin. All of the members in 15 associations
were producers. However, some associations have Cifficulty in keeving the membership
in the hands of producer patrons., Although the bylaws usually snmecify that mcmber-
ship shall torminate if the member shall cease patronizing the association, not all
associations make a serious effort to terminate thc membeorshiv. The management of
all associations should always kecp in mind that the cooverative character of an
association requires that not only shall a high proportion of the members be pro-
ducers and producers be patrons, but also that control of tho associations shall be
in the hands of member patrons,

With one exception, the amount of business with members excceded that with non-
‘members., In 29 associations membey business accountoed for 80 percent of the total.
In gencral, the proportion of member business is higher in the grain marketing busi~
ness than in merchandise sales. The proportion of the merchandising business
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transacted with non-member non~producers oxceed 15 percent in only 3 assoclations.
Federal Income Tax ZExemption Status

Fifty of the 80 associlations paid no income tax because they had been granted
exemption, and one association paid no tax because of no income, The tax paid by
the remaining 29 associations averaged about $1600, Bleven paid less than $500 and
three paid more than $5500., A number of the non exempt associations meet the federal
svecifications for tax exemption, but have not applied for it. However, the amount
of tax paild may be relatively small because they adhere strictly to the policy of
paying patronage dividends to both members and non-membors, and in case the dividends
are retained and put in a reserve fund, the amount so added is credited to the indivi
dual patron accounts, It should be emphasized to thoscassociations which are exempt
that the maintenance of thls status requires a complete allocation of rotains disre-
garding the catogory in which they are included on the financjal statemonts.

GRAIN SUPPLY ARTA

Other factors remaining equal, the efficiency of grain elovator operation is
largely dependent on the volume of grain bandled. The more significant factors
influencing the amount of grain rcceived by an elevator arc the amount of grain pro-
duced in tho territory servoed which in turn is highly dependent on prevailing clima~
tic and soil conditions, and the patronage the elevator obtains from grain producers
in the supoly area., The patronage which a grain clevator enjoys depends on the
intercst of producers in the cooperative, thce number of competing clevators serving
the arca and the competitive practicoes which they have adopted, merchandising and
other services provided by the elovator, and prices paid for grain including divi-
dends declarcd at the end of the yoar,

Ixtont of Supply Arca . ,

© The supply area of throe-fourths of the associations studied has less than a
ten mile radius although a fow draw grain from a distance of 15 miles or moro.
(table 1) However, the amount of grain obtained from the farther distances is only
a minor part of the total rccoipts of grain., OSomc associations perform cortain
servicos which oncourage a longer haul by patrons who othorwisc would patronize
elovators closer by.

Table 1, EBExtont of Grain Supply Territory

Radius of Supnly , All

Torritory. Area 1 Area 2 Ayoa 3 Arcas
. thambor of Blovators

Less than 5 miles 1 L 1 6

: 5-9 18 32 4 54
10 -« 14 L 6 3 13
15 - 19 1 2 2. 5
20 and over 1 o) 0 2
Total 25 by 10 80

The numboer of vatrons dolivering graln variod from 40 to about 2500, Howevor,
if Arca 3 is excepted, the minimum number is about 90, The threo associations
handling the smallest volumo of grain and located in the important grain producing
scctions averaged 105 patrons and markoted about 101,000 bushols. A volumo as small
as this is inadequate for officient opcration rarticularly if sales of morchandise
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constitute only a minor proportion of the total sales. In contrast, four associa-
tions located in the important grain produciing areas averaged 1180 patrons who
delivered an average of appnroximately 1,330,000 bushels of grain,

Competition

The patronage and volume of busincss of all elevator associations are limited
in varying dcgrees by the presence of othar compoting grain buyers in their terri-
tory, In recent years, the competition has become more intense and the arca of com-
petition cripanded becausc of the great and rapld improvement in transportation,
Inasmuch as it is the associations with tho larger volume which tend to incrocase
their supply arca, the difficulty of the smaller associations in maintaining an ade-
quate volumo is greatly increasod,

Many of the competitors of the 80 elovators included in theo study are othor
cooperatives. Occassionally, two cooperatives arc located in the same town (table 2)
but the more usual local competition 1s eithor a line or indempendent clevator or
both, As is shown bv the last column of the table, 38 clevators had no local compe-
tition and once clevator had as many as four local competitors.

Within a five mile radins, 20 of the associztions compete with ono or more other
cooperatives for the available grain supply. Twenty of tho associations compete
with ono or more indevpcndeont clevators and 33 with one or morc linc commanics. The
last column of the table indicates that 11 of tho 80 associations mect with competi-
tion from at least 3 clovators within the radius of 5 miles.

When the radius of competition is extonded to 15 miles, only one of the associa-
tions has no competition, Twoenty-cight have 5-6 competitors of various types and 7
have as many as 9 or 10 competitors.

Examirgion of this table calls attontion again to the rather intense compctition
that prevails for thc available grain supply. The situation is vory acute in some
localities and in conscquence, the timc of survival of somo associations, whother
cooporative or other types, is limited. From time to time, boards of dircectors must
decide as to the advisability of cerocting a new structurc. If the present volumo is
small because of competitive conditions, it might bo a wiso policy to combine with a
neighboring coopcrative or to liquidatc rather than to sink a large amount of moncy
in a new structure.

Table 2. Mumber and Type of Competing Grain Buyors
Vithin Specificd Distances
Type of Competing Buyoer

Mumbor of competing Othor Indo-
buyers and their cooperative pendent Linec All types
location glevators clovators clovators combined

Tfumber of clovators reworting speci-
ficd types of competition
In samc town

None 78 62 52 38
1 2 16 26 33
2 0 1 2 8
3 0 1 0 0
L 20 Q0 9 L

Total 30 80 80 80
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Table 2, (Con't,)’
Type of OOmpeting Buyoer

Mumbor of compoting Other °~  Indo- '
buycrs and thoir cooporative poendent Lino A1l typos
location clovators olevators elovators combined

~ Numbor of elovators reporting spoci-
fiod typecs of compctition
Within a 5 milc radius '

Nono 58 . 52 38 p2 3
1 20 20 33 25
2 2 5 9 14
3 0 3 0 11
L 0 0 0 3
5-6 0 0 0 -3
T Total 80 80 80 80

Tithin a 10 milc radius

Vonc 17 22 17 1
1 32 30 18 5
2 20 16 30 6
3 8 7 11 14
L 3 2 2 20
5-6 0 3 2 26
7 - 8 0 0 0 6
9 ~ 10 0 0 0 1
11 - 14 ) 0 .0 -y

Total 80 80 80 " 80
Within a 15 milc radius

¥one 5 15 10 1
1 27 25 16 0
2 24 18 25 1
3 14 11 20 4
4 8 6 5 16
5 -6 2 2 Iy 28
7 .8 0 3 0 21
9 - 10 0 0 0 7
11 - 14 -0 0 0 2

Total 80 80 80 80
ithin a2 20 mile radius

Yone 3 8 9 0
1 7 18 14 0
-2 27 24 16 0
3 2l 10 2l 1
L 13 8 7 Vi
5 ~6 5 7 10 20
7 -8 1 5 0 29
9 ~ 10 0 0 0 12
11 -~ 12 0 0 0 2
13 ~ 14 0 0 0 8
15 - 16 0 Y] 0 L

Total 80 80 80 80
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Tabhle 3. Asset Values of Minnesota Cooperative Elevator Associations, 1948
Area 1 . Area 2 Area 3 All Areas
Average Percent of Average Percent of Average Percent of Average Percent of
Value total assets. Valne total assets Value '{:otal assets Valne total assets
Current Asgets . . ' i ' ) . : .
Cash $ 5,458.59 5.0 .$_9,716.35 7.5 $§ 5,305.31 6.8 $ %7,926.06 6.7
Government Bonds 545,50 .5 7 1,105.95 .9 930.81 1.0 909.87 .7
Accounts Receivable-Patonrs 5,581.84 5.9 9,921.24 7.6 12,448.89 13.4 9,269.09 7.8
Lese Reserve for Bad Debts 199,45 .2 - 317.40 o2 285.05 3 276,91 .2
Tet Accounts Receivable 6,382.38 5.7 9,603.84 7o 12,162.84 13.1 8,992.18 7.6
Advances 261,57 o2 115.15 W1 - —_— 143,11 .1
Accomts Receivable 21,028.29 19.1 10,840.76 8.3 12,213.58 13.2 14,143.19 11.9
Commission Compmanics ’
Totes Receivable 1,995.32 1.8 1,078.54 .8 4,32 1/ 1,202.61 © 1.0
Inventory-Grain 32,048, 54 29.1 43,262.65 33.3 17,957.50 9.4 36,188.47 30.5
Inventory-Merchandise 7,322.15 5.5 15,642.35 12.0 12,442,977 10.7 12,644 .88 10.7
Other Current Assets 283.53 3 403.75 .3 13.61 1/ 310.73 3
Total Current “ssets 75,325.87 68.3 91,769.34 70.6 62,030.94 66.9 82,461.10 69.5
Investments
Other cooperatives 7,079 .81 6.k 4,972.08 3.8 78.38 1 b,906.86 1% BNY
Other Iavestments 96.L5 .1 140,69 1 217.29 .2 138.28 S
Total Investments 7,175.86 6.5 5,112.77 3.9 295.67 .3 5,045,148 k.2
Pixed Assets
Buildings and Equipment 39,773.89 36.1 h9,217.01 37.8 43,488,18 7.0 L5,511,81 38.4
Less Reserve for
Depreciation 12,716.39 11.5 17,028.46 13,1 13,580.28 14,7 15,216.25 12.8
et Buildings and
Hquipment 27,057.51 24,6 32,188.55 4.7 29,907.90 . 32.3 30,295.56 25.6
Land __229.26 .2 426,04 b 263.24 3 370.09 3
Total Pixed Assets 27,286.77 2.8 32,654.59 25.1° 30,171.14 32.6 30,665.65 25.9
Other Assets )
Prepaid Bxpenses 394, 544 3 399.28 3 148.04 .2 361.52 3
Cther 22-92 _._]; 165.05 _,_l —— — 108. 58 _._l
Total Other Assets h52.51 R 564,33 .2 148,04 .2 470.10 R
Total All Assets 110,241.01 100.0 130,111.03 100.0 92,645.79 100.0 118, 641.99 100.0

1/ Less than .05 Percent
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FINANCIAL STRUCTURE

Coopcrative associations arc constantly faced with tho problems of adequato
financing and the maintcnanco of desirablo rolationships betwoon the various items
on tho balancce sheot. These problems becomo varticularly acute during the transition
from a relativeoly high to a lowor prico level,

Asséts

The ndt capital invested in cooporativo elovators in Mimnosota bascd on data
obtaincd from 80 associations averaged $118,642 at tho ond of the 1947-48 fiscal
vear. (tablo 3) The total capital of individual associations ranged from loss than

%50,000 to more than $300,000 with the most usual amounts between $50,000 and
$100,000. (table &)
Table 4, Total Assots of Mimmcsota Cooperative
Bleovator Associations, 1948

ALl
Assets Area 1 Arca 2 Area 3 Areas
) Porcent of all associations

Loss than $50,000 " 15.3 8,6 21.6 12.5
50,000 -~ 99,999 35.9 39.7 54,1 bo.7
100,000 - 149,999 25.6 24,8 10.8 23,0
150,000 - 199,999 10.3 © 10,6 2.7 7 9.4
200,000 -~ 249,999 9.0 3.6 0 L7
250,000 - 299,999 1.3 9.9 10.8 7.4
300,000 and ovor 2.6 2.8 0 2.3

Total 100.0 100.0 ~100.0 100.0

Invostced capital requiremonts are greatly influenced by the annual volumc of
business., As the dollar volume of salcs incroascd from loss than $400,000 to moro

than $1,600,000. the ftotal invested cpaital increcasod from about $54,000 to more
than $244,000. (tablo 5) ‘

Tabloc 5. Relation Betwoon Value of Salos
and Total Amount of Capital Regquired

Volume of sgales : Total assots
Less than $400,000 % 53,836
400,000-799,999 92,452
800, 000~1, 199,999 121,781
1,200,000-1,599,999 206,715
1,600,000 and above 244, 57

Operating Capital

The operating capital of Minnesota cooperative elevator associations, including
cash, receivables, inventories and other current items represented 70 percent of the
total canital requirements or $82,461 per association., It averaged highest in Area
2, although the proportion that current asscts were of %total assets varied only
slightly among areas,



Cash

0f the current assets, cash averaged almost $8,000, constituting 6.7 percent of
the total assets and about 10 pecrcent of the curront assets. However, thls item
varies widely among associations. In some cases it represents only the cash on hand
inasmuch as practically all funds are on deposit with the terminal agency. In others
bank overdrafts and outstanding checks oxcced the cash on deposit in banks. The
amount of cash on deposit in banks for those associations which had a net cash posi-
tion variod from a low of $648 to a high of $91,055.

Accounts Receivable-Patrons

Accounts roceivable from patrons which mainly represent credit sales of merchan-
disc averaged $8,992 or 11 percont of current asscts. However, 10 percont of the
associations had outstanding accounts of $16,000 or more.{table 6) In the southoast
arca where merchandisc sales constituto a highor proportion of total sales than in
othor arcas, almost onc-fourth of the associations had accounts roceivable of
$16,000 or more. In this conncction, it should bo noted that only 14 associations
set up a resoervo for bad dobts., This moans that no provision is made for recognizing
in advance the existence of a scrious bad dcbt situation which frequently provails
during a period of declining producer incomos.

Table 6, Patrons Accounts Reccivable

Patrons accounts All
rcecivable Area 1 Aveas 2 Arca 3 Arcas
Porcent of all clevators

Loss than $2,000 21,8 4.2 0 14,5
2,000 - 5,959 33.3 35.5 32.0 3,4
6,000 - 9,999 37.2 29,8 10,8 29.3
10,000 -~ 15,999 2.6 11,3 32.4 11,7
16,000 - 27.599 3.8 5.0 13.6 5.8
28,000 - 39,999 0 1.4 10,8 2.3
L0000 and ovor 1.3 2.8 o __ 2.0
Total 1C0.0 100.0 100.0 100.0

Wido variations also oxist among the associations regarding the nrovortion
accounts rocoivable are of the total current asscts, Por all arcas accounts roceiv-
ablo of about onc-fifth of the associations ropresented 20 percent or morc of the
‘current assots. The oubstanding accounts of moro than ong~half of the associations
in arca 3 wore 20 percont or morc of the curront assets. (table 7)

Table 7. Provortion Patrons Accounts Rocoivable
aro of Totgl Curront Assets

Proportion of All

curront assets Arca 1 Arca 2 Area 3 Arcas
Porcont of all clevators

Less than 2.5 21,7 12,0 — 13.2
2.5 - 4.9 1 12.8 - 11,4
5.0 - 9.9 16.7 29.8 10.8 23.1
10.0 -~ 19.9 30.8 29.8 35.2 30.9
20,0 - 29.9 11,6 12.8 32.4 15.2
30.0 and over 5.1 2.8 21.6 6.2
Total 100,0 100.0 .100,0 100.0
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The extonsion of crodit by cooporative associations to the purchascrs of mor-
chandisc, particularly tho over oztoasion of credit with accomvenying difficulty of
maintaining collections, constitutcs onc of tho morc: serious probloms of financial
managoment of many associations, Whilo thc problom oxists at all times, 1t always
bocomes a more difficult onc during doclining farm prices bocausc roguosts for
credit mount rapidly during such a period. Tho status of cooporativo olevator
associations in this rospect is fairly woll rovoaled by table 8 which shows tho.days
salos outstanding in roceivables. Practically all associations aim to limit crodit
to a maximum of 30 days. BHowover, in the casc of almost half of the associations,
the days sales outstanding in recoivablos cxcocdod 30 days, and in 10 percont of the
assocliations the figurc was 90 days and over,

Table 8, Days Salcs Outstanding in
Patronsg Accounts Receivable

Days salcs outstanding Percont of
in rcccivables all olovators
Loss than 10,0 13.1
10 -~ 29 W, b
30 -~ 49 21.0
50 - 6 2.8
70 - 89 7.9
90 and over 10.8

Total 100,0

Too much emphasis cannot be given to tho rocommendation that the board of
dircctors ostablish a strict crodit policy and maintain this policy if sorious
difficulty is to bo avoided. ‘hatover the policy, it should bo defined by tho board
and the manager givon the responsibility of adminietering the samc. A holpful pro-
codurc in providing information on tho prosont status of accounts rccoivable is tho
aging of thesc accounts at periodic intervals. This is boing done annually by
about onc-half of the 80 associations included in the study. Many of the associa-
tions which have quarterly or scmi-amual auvdits age the accounts as froquontly.

Accounts Recoivable~Commigsion Companics

The gtatus of associations regarding their financial rolations with commission
companics not only varics widely among individual assoclations but also during the
scason for tho samc association, At thc ond of tho fiscal yoar, some associations
arc debtors of commission companios and some arc croditors, while a fow arce neither,
Of the associations surveycd B9 had accounts rccoivable from commission companios,
For thoso agssociations, the accounts averagod almost $20,000, ranging from a low of
about $200 to a high of $180,000. If all olovators arc inecludod in tho calculation
the average is reducod to $12,213 which ropresonts 17 mercont of tho total curront
assots,

Inventorios

Inventorics of grain of $36,188 constituted 44 percent of curront asscots.
Almost 38 percent of tho grain inventory is grain owned by holders of storago tickots.
Inventorics of merchandisc averagod $12,645 or about onc~fourth of the combinod
inventorics of grain and morchandisoc.
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Invecstmonts

Invostmonts of cooporative clovator assoclations arc confined wrimarily to
thosc in othor cooporative associations, the major portion of which roprosonts
proforred stock in the Farmors Union Grain Torminal Association,

Pixcd Assots

0f tho total capital required by clovator associations an average of 26 porcont
was usod for fixod assots in tho form of land, buildings and cquipment, The origi-
nal capital invostmont in these itoms was $45,511 por association but about ono-
third of this has beon deprociated, loaving a not ¥alue of $30,295.

A1l associations sot up a resorve for doprecciation, The resorve amounted to
loss than 20 porcent of tho original valuc of fixed asscts in the case of onc-sixth
of tho associations but oxcoodod 50 percont in about onc-sixth of the associations.
The average for all was 33 porcont. (table 9)

Tablo 9. Proportion Resorve for Doprociation
ig of Original Cost of Fixcd Agscts

Porcont resorve is Percont of

of original cost all clevators
Less than 10 3.2
10.0 - 19,9 13.2
20,0 ~ 20.9 24,0
30,0 - 30.9 17.3
40.0 hend L"909 2“’.9
50,0 - 59,9 11.3
60.0 and over 6.1
Total 100.0

The rescrve for depreciation is a valuation account uscd to maintain the valuc
of capital invested in fixod asscts. If it is to serve tho function of protecting
the assots against dissipation, the offsctting funds should ba used only to financo
curront or fixed asscts, to reduce oxisting liabilitios, to rotire capital, or to
sot up a spccial dooreciation fund, The latter may be invested in governcment bonds
or othor intorcst bearing sccuritics and may be uscd to finance roplaccoments as thoy
arc nocdod. It shonld be omphasized that tho fund should not be used for merchan~
dising purposcs inasmuch as such reprcsonts a liquidation of the investment. In
such a caso, whon roplacoments arc noceded the association will be forced to borrow
funds or scll morc stoclk,

Sources of Capital

Croditors supplicd 42 percont of the capltal of the associations. Included in
this proportion is that roprosonting natronage dividends payable which amounts to
5.2 porcont of the asscts, (table 10) Inasmuch as most of tho patrons arc mombers,
tho amownt of this itom can bo considored as cavital provided by mombers, dringing
tho total amount of capital provided by mombors and patrons to an avorage of 63.1
porcont of the total assets. Tho proportion varics from an average of 59.% percont
in Arca 1 to 77.8 porcont in Arca 3,
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Table 10, Lisbilities and Uet orth Values of Mimnesota Cooperative Elevator Associations, 1948

Area 1 Area 2 Area 3 All Areas
Average Percent of Average Percent of Average Percent of Average Percent of
Value total value Value total valune Value total value Value  total value

Current Liabilities -

Bank Overdrafts $18,568.65 16.9 $11,255.05 8,56 $6,354.34 8.9 $12,775.12 10.8
Accounts Payable-Patrons 12.97 1/ 382.53 3 8.56 1/ 215.88 .2
Accounts Payable L,541.28 L1 13,827.36 10.6 6,368.12 6.9 9,919.91 8.3
Commission Companies
Accounts Payable-General 255.06 3 60k.96 .5 722.57 .8 518.40 i
Interest 272.82 .2 592.37 .5 1.036.91 1.2 564,48 .5
llotes Payable 151,54 U 83.36 .1 3,470.27 3.7 688,10 WA
Storage Liabilities 17,872.47 16,2 15,015.25 11,5 - 1,348.35 1.4 13,910.54 11.7
Patronage Dividends Payable 5,121,204 L.,7 8,024,13 6.2 951,84 1.1 6,121.82 5.2
Other Current Liabilities 1,120.61 1.0 1,357.21 1.0 1.277.78 1.3 1,257.856 1.1
Total Current Liabilities L8,236.6L 43.8 51,142.22 39.3 21,578.94 23.3 L5,984.11 38.8
Long Term Liabilities ]
Jotes and Mortgages Payable 1,687,18 1.5 Lol 15 3.3 — - 2,851.66 2.4
Other Long Term Liabilities —_ — 1,909.07 1.4 —_— — 1,051.18 -9
Total Long Term Liabilities 1,687.18 1.5 6,153.22 b7 - - 3,903.14 3.3
Total Liabilities 49,923.82 45.3 57,295 .4 Ly, 0 21,578.94 23.3 49,887.25 h2.1
Met Yorth
Preferred stock L7467 3.8 1,727.31 1.3 — —_— 2,223.34 1.9
Common stock 11,821.49 10.7 16,799.40 12.9 26,522.81 28.6 16,4688.03 4.1
Stock Credits L,304.80 3.9 3, 108,07 ) 2. 131,295.00 12.2 L,655.97 3.9
Patrons Equity Reserve 19,888.21 18.1 33,575.80 25.8  23,458.64 25.3 27,943,112 23.5
Statutory Reserve 1,414.94 1.3 - - - ~— 431.11 L
Other et Yorth Reserves 1,487.30 . 2,084 48 1.5 143,65 2 1,317.32 1.1
Certificates of Zquity - — 199,14 2 143,24 .2 130.39 1
Surplus ) . 13,056.93 11..8 13,763.97 10.56 8,322.77 8.9 12,762.12 10.7
TUndistributed -Savings 5,158.85 L. 7 1,557.42 1.2 1,180.74 1.3 2,603.34 2.2
Total et Worth 60,317.19 5h.7 72,815.59 56,0 71,066.85 76.7 68,754 .74 57.9
Total Diabilities and et Worth 110,241.01 100.0 130,111.03 100.0 92,645.79 100.0 118,641.99 100.0

1/ Less than .05 percent
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Canital Supnlied by Creditors

Only a small proportion of the liabilities on the average represented formal
borrowing. However, the balance sheets of 6 of the associations surveyed included
short term notes payable ranging from around $100 to $30,000. Eighteen of the
agsoclations obtained funds through long term paper, the amounts remaining to be
pald at the end of 1947-U48, ranging up to $75,000. Only five of the associations
were being financed in part by the St. Paul Bank for Cooperatives. While bank over-
drafts do not represent formal borrowing, they do indicate a temnorary indebtedness
to banks, This item amounted to 11 percent of the total agsets.

Only a small portion of the total capital, .6 percent, was obtained from
patrons and on open accounts with the sunpnliers of merchandise. However, funds
supplied by commission companies constituted 8 percent of the total assets. Of the
80. associations, 37 owed commission companies an average of $21,500 with individuval
associations owing from $350 to about $90,000, HMany associations depend almost
entirely on commigsion firms for financing their current operations.

Capital Provided by Members

Members and patrons have furnished the largest proportion of the capital of
these associations through the purchase of capital stock and the creation of net
worth reserves and surplus, These itemswhich comprise net worth average almost
$69,000 and vary for individual associations from about $5,000 to almost $213,000.

he net worth of 70 percent of the associations was less than $75,000,(table 11)

Table 11, Net Worth of Cooperative Blevator

Agsociations
Percent of all

Amount of net .worth associations
 Less than $25,000 7.8
25,000 ~ 49,999 3h.4
50’000 - 7“’;999 28.1
75,000 - 99,999 : 7.8
100,000 -~ 124,000 : 12.1
125,000 - 149,000 . .8
150,000 and. over 9.0
Total 100.0

Capital stock, including both common and nreferred, and canital stock credits
provided 20 percent of the capital or approximately $23,567. The proportion aver-
aged 41 percent in Area 3, compared to 17 percent in Area 2. In about one-fourth
of the associations, capital stock outstanding amounted to less than $10,000, but
10 percent had outstanding stock of $40,000 or more. Two associations revolve
common stock.

Iight associations had issued preferred stock which does not share in voting
privileges but which has preferred claims to dividends and assets. Often oreferred
stock is used in lieu of a patrons equity reséerve with orovisions for revoiving the
same, Only 8 associations had issued certificates of equity in the form of certi-
ficates of interest to non-member non-producers., However, the bylaws of other
assoclations provide for issuing such certificates to these patrons and to members
whose stock is being retired. Patrons' deferred dividends which are shown as
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patrons equity reserve on the balance sheet amount to about 23 percent of the

total assets or approximately one-half of the total net worth. Sixty-two out of
the 80 associations maintain a revolving plan of financing whereby savings are
placed in a reserve to be distributed at a later date. The length of the revolving
plan ig definite for only a few associations and in no case is it gspecified in the
bylaws.

A few associations build uvp a statutory reserve until the amount therein is
equal to 10 percent of maid in canital. Inasmuch as the amounts added are allocated
to the individual patrons' accounts, this reserve has practically the same status
as the patrons' equity reserve.

The wallocated surplus of $12,762 was 11 percent of the total assets. In
many associations this item has changed but slightly during recent years because
all savings are distributed as interest on capital stock, stock credits, cash divi-
dends, or allocated to the matrons in some reserve account. However, some associa-
tions make substantial additions to general surplus whenever savings permit., Jor
example, 3 of the 80 associations placed all of the 1947-48 savings in general sur-
plus, and 21 associations after the declaration of patronage dividends and interest
on capital stock placed the ramainder in surplus. Any association which hopes to
maintain an income tax exomption status should aveid distributing any of the savings
to an unallocated surplus account,

Financial Relationghips

A gtrong financial condition of elevator associations requires that certain
standard relationships be maintained between various balance sheet items. These
relations are usually expresscd as financial ratios of which the most commonly used
is the current ratio or the ratio of current assets to current liabilities. This
ratio indicates the current solvency of the business, To be solvent from this noint
of view, an association should have current assets at least equal to current liabili-
tics, Since current assets are requircd for purposes other than the vayment of
currcnt debts, a current ratio of 2 to 1 is usually recommended, It will be obscrved
from table 12 that 8 percent of the associations did not have sufficient ligquid
assets to meet current croditor claims in full on demand. (table 12) In contrast,

26 vercent of the associations had ratios of 5 to 1 or more. The weighted average
was 2.1 to 1 or about the same as the standard.

Table 12, Ratio of Curront Assets to Current

Ligbilities®
Percent of

Size of ratio elevators
Less than 1,0 7.8
1.00 - 1,99 41,0
2.00 - 2.99 18.3
3.00 - 3.99 7.0
4,00 ~ 5.99 10.3
6.00 and over 15.6

Total 100.0

* In the calculation of the current and other
ratios, matronsge dividends payable have been
swbtracted from.current liabilities and added
to net worth.
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The ratio of net worth to total liabilitics indicates to what extent the
association is financed by owner capital and to vhat extent by borrowed capital. A
high ratio revecals a favorable financial condition in that tho association i1s
financed mainly by tho owners and the dcbt burden is low in consequence. TFor all
olevators, the ratio averaged 1.9 to 1 compared to a desirable minimum standard of
1.5 to 1. (table 13) Howover, 29 percent of the associations had a ratio of loss
than 1,00. In these associations the members and patrons actually own less than
50 percent of the capital, In such cases the association membershivn should give
serious consideration to increasing the amount of owner capital cither by sale of
additional stock or a retention of alarger proportion of the annual savings.

Table 13. Ratio of Net Worth to Total Dobt and toFixed

Assets
Ratio of Net Worth to:

Size of ratio Total,Debt ~Pixed Assets

, Percent of all elevators
Less than 1,00 28.9 7.8
1.00 - 1,99 20,3 18.8
2,00 - 2,99 16,0 30.9
3,00 = 4.99 10.2 23.7
5,00 and over 2.6 18.8

Total 100.0 100.,0

A common rule of sound finaince is that fixed assets should be financed by
owner capital which means that the ratio of net worth to fixed assets should be at
least 1 to 1. For all associations this ratic averaged 2.4. (table 13) Only 8 per-
cent of the elevators failed to meet the standard of 1 to 1, Ahout two-fifths of
the associations showod a ratio of 3.0 to 1 or larger.

Another ratio of importance is that of sales to fixed assets. This ratio is
indicative of the usoc made of fixed assets, An association with a low ratio is
presumably obliged to spread the fixed exnenses resulting from the use of the fixed
investment, such as dopreciation, intérest, lnsurance, and taxcs over a rclatively
smallor volume of businocss, and conscquently may be at a disadvantage from a com-
petitivo standpoint. This ratio averagoed 18,1, The ratio was less than 10 for 11

crcent of the associationg and 25 or moro for 22 morcent of the associations.
?tablo 14)

Table 14, Ratio of Total Salos to Fixed Asscts
Percent of

Sizo of ratio all associations
Less ‘than 10.0 10.9
10.0 -~ 14,9 ' 19.9
15,0 - 19.9 20,7
20,0 - 24.9 26.6
25,0 - 29.9 . 12.9
30.0 and over 2.0

Total 100.0
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Table 15. Sales, Cost of Sales, and Gross Margins of Himmesota

Cooperative Elevator Associations

Arca 1 . Arca 2 Arca 3 All Areas
Average Percent of Average Percent of Avcrage Porcent of Average Percent of
Value total sales Value total sales Value total sales Value total sales
Sales
Grain $698,748.07 92.4h  $788,351.56 85.4  Shhs, 242,98 72.0  $711,L60.58 85.9
Merchandise 57,842.71 7.6 134,220, 26 k.6 172,925.50 28.0 115,543.08 4.1
Total Sales 756,590.78  100.0 922,571.82  100.0  618,1%8.48  100.0 828,003.66  100.0
Cost of Sales
Grain 670,919.32 762,798.07 428,075.59 686,425.89
Merchandise 1,755.52 11 .80 154, 847.10 104,079.97
Total Cost of Sales 722,688.84 95.5 882,493.87 95.7 582,922.69 9k.3 790, 505 .85 95.5
Zross Margir from Salecs
Grain 27,828.75 25,553.49 17,157.39 25,034.49
Yerchandise 6,073.19 b, 52k 46 18,078.40 12,463.11
Total Gross Margin .
from Salcs 33,901.9% k.5 ko,077.95 b.3 35,245.79 5.7 37,497.80 L.5
Other Operating Income 2,507,91 3,892.14 5,081.04 3,642.21
Total Gross Margin 36,409.83 43,970.09 _____ 40,325.83 b1,1%0.01
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FINANCIAL OPERATICQI™S
Sourccs of Gross Owerating Income

The principle sources of incomc in elcvator operation are the sales of grain
and morchandise or sunplios and various scrvices such as storage, soced clcaning,
and food grinding. Sales of grain averaged $711,460 for the fiscal ycar 1947-48 or
86 porcent of the combined sales of grain and merchandise. (table 15)

The importance of grain sales rclative to morchandise sales varies widely from
Arca to Aroca., They averaged 92 percent of the total sales in Arca 1 compared with
72 percont in Arca 3, Grain salos in practically all of the associations in tho
Aroa 1 oxcooded 80 percent of the total sales, whercas in Arca 3 less than one-half
of the asgsociations had grain sales excooding 70 porecent of the total. (tablo 16)

Table 16. Proportion that Grain Sales arc of Total Sales
.- Porcent grain sales All
aro of total sales Area 1 Arca 2 Arca 3 . Areag

1

Porcont of all ascociations

*, 90 and moro 87.2 Li.o 10.8 52.3
- g " " ok,9 75.9 bg,9 77.3
70 " M oL,9 90.0 bs5,9 85.1
o " " oL.,9 100,0 56,7 ol 0
50 " 98.8 100,0 99.6

bo " 100.0 100.0

Oporating Margins

Usually at the time of deolivery of grain, the vatrons, both members and non-
members aro paid the price currontly available, grade and quality considored less
an amount per bushel as an ovworating margin, . This buying margin can be considered
as tho initial charge for sorvices and risks becauso the adequacy for this purpose
is not fully known until tho end of tho markceting scason when all realized margins
and costs arc definitely detormined.

Tho sizo of the margin as detormined dy the manager devends mainly on the
ostimatod costs of handling the particular grain in question, the intensity of com-
potition within the locality, and the variability of grain pricos. In practically
overy locality, thore is a prevailing margin vhich may vary from year to ycar and
during tho seadson. Usually, the association which currently is obtaining the
largor proportion of tho available grain supnly is in a position to morc or less
lead in tho determination of the provailing margin. Howover, the variations from
this tondoncy are frequont and arc duc mainly to the differcncos in the competency
of the managors and to the type of compeoting olevators in tho community, Associa-
tions with high costs and located in a community whorc compotition is intense aro
constantly faced with the problom of adjusting costs to the provailing margin.

Tho actual rcalization of tho attommbted buying margin devonds in vwart on the
Judgomont of the manager beocaugo it is partly influencod by factors within his con-
trol such as accuracy in woighing and grading, shrinkage, knowledge of quality pro-
miums and discounts, mixing practices, and markot information. It also denends on
conditions which arc morc or loss speculative in nature and which cannot be fore-
casted with any dogrec of accuracy, such as day to day fluctuations in prices,
variation in protein premiums and cash prices relative to future prices.
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- - Table 17. GCross Margins Per Bushel of Grain Sales

&ross margint Theat Barley Soybeans Gross margin: Corn Oats Gross margin: Flaxseed
Cents per bu. ) . Cents per bu. Cents per bu,

N rercent of all associations ‘Percent.of all associations Percent of all associations
Zoss 9.9 . 8.1 . 7.0 Loss 15.0 647 Loss 0
Less.than 5.0 ) 5.8 11.3 20.7 Less than 2.0 10.8 23.0 Less than 10.0 9.5
2.0 - 9.9 23.3 35.1 27.2 2.0 - 3.9 o131 . 19.9 10.0 ~ 19.9 23.8
13.0 - 1b.9 26.0 32.3 .7 L,0 - 5.9 26.3 - 19.2 © 20,0 - 29,9 28.2
‘15.0 = 19.9 13.9 9.6 14.3 .0 - 7.9 15.6 19.1 36.0 - 39.9 25.8
20.0 and over 21.1 ._3.6 4.1 - 8.0 and over 19.2 12.1 40.0 - 9.9 12.7

Total 100.0 100.0 100.0 . Total 100.0 100.0 Total 100.0

Table 17a. Gross Marsin Per Dollar of Sales

Grain Lierchandise
Cross margin: Percent Gross margin: Percent
cents per -dollar of all : cents per dollar of all
of sales associations of sales associations
Less than 2.0 14,1 Less than 6.0 4.8
2.0 - 2.9 22.5 5.0 - 7.9. 17.1
3.0 - 3.9 25.8 8.0 - 9.9 25.4
Lo -L.9 26.6 10.0 - 11.9 3b.h
5.0 -'5.9- - 3.9 12,0 - 13.9 - . 15.1
6.0 and over _7:0 4.0 and over _ 3.2

Total N 100.0 Total ) 100.0
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These conditions do not present as serious a problem to managers who sell mainly

to arrive or on track as they do to those who consign grain for sale at the terminal
market, It is the daily variation in protein premiums and cash premiums which often
renders hedging inadeguate in the realization of the attempted buying margin.

The problems connected with the determination of the margin and the realization
of the same in the merchandising of supnlies probably are less difficult than in the
merchandising of grain., Competition again plays an important part in the determina-
tion of the selling margin, However, the realization of the margin is not attended
with so meny risks, assuming adequate judgment has been exercised in wurchasing
saleable suvvnlies and in keeping Iinventories at proper levels in order to avoid
decline in inventory valuations because of marled price changes.

Realized Marsins

The margins actually rcalized in merchandising of grain varies widely among
elevators, (table 17) For example, 10 percent of the associations reported an
actual loss in handling wheat while 14 percent of the elevators realized a margin
of 20 cents or more per bushel, Of the elevators handling corn, 15 percent re-
ported a loss and 19 percent obtained a margin of 8 cents or more per bushel, Simi-
lay variations exist for the other graing, the largest variation occuring in the
cose of flaxseed. Some of the elevators handling flaxseed were able to reallze
uusually large margins because they were in a position to take advantage of the
ranid incrcase in flaxseed prices when ceilings on prices were removed.

When the gross margin is expressed as cents per dollar of sales of all grains,
14 percent of the elevators realized less than 2 cents and 11 percent, 5 cents or
more. (tablel?a) The variation in the gross margin realized on the dollar sales of
merchandise is also wide. About 5 percent of the elevators obtained less than 6
cents and 18 percent obtained 12 cents or more per dollar of sales.

Source of Reoalized Margins

The combinecd gross margin realized on grain and merchandisc salcos and service
enterprise averaged $41,140,(table 15) The proportions contributed by the threc
departments to this total wore! grain--59 percoent, merchandise~-33 percent, and
services~-8 percent. (table 18). The proportions are different for the variouvs
areas. In each arca the income from services contributes a significant vroportion
to the total gross margin and in the case of somec associations it means the differ-
ence between profit and loss.

Table 18, Provortions that Gross Margins from Various
Blevator Departments are of Total Gross Margins

All
Denartment Aroa 1 Aroa 2 Area 3 Areas
Percent of all associations
Grain 76 58 L3 59
Morchandisc 17 33 Ls 33
Sorvices 7 9 12 8
Total 100 100 100 100

The variation in the contribution that income from fecd grinding, storage, and
other services makes to the total gross margin is shown in table 19, Tor examnle,
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this income constituted less than 7.5 percenf of the total gross margin for about
one~half of the associations in Arecas 1 and 2, and for only about one-seventh of the
associations in Area 3.

Table 19. Provortion that Income from Scrvices
is of the Total Gross Margin
Income from gervices: Arca 1 Arca 2 Arca 3 A1l
Percont of " Aroceas
Total Gross Marein

Percent of all associations

Less than 2.5 1A.7 18. 4 10.8 15.8
2.5 - 7.4 21.8 30.5 2.7 z23.8
7.5 - 12,4 33.3 26.2 43,2 30.9
12,5 - 17.4 12.8 9.9 10.8 10.9
17.5 = 24,9 10.3 8,5 32.5 12.5
25,0 and ovor 5.1 5.5 - 5.1
Total 100.0 100.0 100.0 100.0

Opcrating Exponses

Iabor and Management

Diffoerences in the overating officicency of olevator associations depend to a
large oxtent upon the variations in the volune of buginess and in the administratlon
of labor. Thc importance of successful labor adjustments in elevator operation is
evidenced by the fact that labor and management costs make up 52 percont of all
operating expenscs. The prowortion averages highost in Arca 3 where merchandise
sales relative to grain salos arc high. (tablo 20)
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Table 20, Operating Zzponses of Mimnesota Coonerative Dlevator Associations, 1947-48

Arce 1 Arca 2 Arca 3 All Areas
Percent Perecent Percent Percent
Average  of total Aveorage  of total Average _ of total Average _ of total
lerchandising Zxvense
Tabor and Managemont $ 8,177.66 50.5 $11,735.85 51.7 $12,860.84 56.9 $10,814.31 52.2
ITlevator Surplies 381.12 2.4 he6.78 2.1 417.61 1.9  433.57 2.1
Repairs 797.94 L.9 875.68 3.8 517.44 2.3 800.21 3.9
Truck Ixpensec 148.83 0.9 585,61 2.6 L68.31 2.1 L3£.13 2.1
Freight and Drayage 83.12 0.5 127.83 De6 79.52- 0.3 107.22 0.5
Heat, Light, and Power 728.76 L,5 1,133.08 5.0 1,291.04 5.7 1,032.72 5.0
Rent L§.32 0.3 93.34 0.4 97.40 G.L 79.61 0.4
Aévertising : 320.48 2.0 548.37 2.4 375.71 1.7 453.98 2.2
Hiscellancous 93.42 0.6 4o .54 0.2 3.2k 0.01 56.21 0.3
Total Merchandisc Expense 10,777.65 65.6 15,517.08 68.8 16,111,11 71.3 14,213.95 $8.7
Ldministrative and Genoral Bxpense .
Office Salaries 147.09 0.9 60.25 0.3 593.50 2.6 163.78 0.8
Dircctors Fecs and Exnonse 204.30 1.3 231.52 1.0 315.19 1.4 235.32 1.1
Officec Sumplics 328.74 2,0 B16. 60 1.8 372.70 1.5 383.48 1.9
License, Insvection and Bonds 133.16 0.8 216.75 1.0 81.34 0.4 171,71 0.8
Avdit 338.31 2.1 3056.356 1.4 220.71 1.0 303.71 1.5
Telephonc and Telegranh 176,08 1.1 270.96 1.2 225.99 1.0 235.55 1.1
Local Tazes 812.82 5.0 1,126.44 5.0 874,17 3.9 o9k . 42 L.8
Payroll Taxes 106.69 0.7 226.60 1.0 221.89 1.0 189.39 0.9
Ingurance 1,251.65 7.7 1, 551,07 6.8 1,172.62 5.2 1,405.15 6.8
Depreciation 1,L22.24 8.8 1,972.36 8.7 1,804.53 8.0 1,780.49 8.6
3ad Devis 79.56 0.5 114.38 0.5 123.97 0.6 105.15 0.5
Zducation Allowance - - 8.10 ®/ 27.72 0.1 8.47 %/
Uiscellaneors 1408.23 2.5 577.30 2.5 __h37.19 1.9 505, sk 2.5
Total Administrative Expensc 5,408.88 33.4 7,078.69 31.2 6,471.52 28.7 6,482.16 31.3
Total Merchancising, Administrative
snd General Erpense 16,186.53 100.0 22,695.77 100.0 22,582.63  100.0 20, 596.13 100.0

* Less than .05 vercent
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Ifficioncy of tho utilization of labor depends in large vart on the adjustmont
of the amount of labor hired to tho amount nooded and its administration., Tho
of ficioney in the use of labor is fairly woll iandicatcedby the dollar sales per
employec. Tho variation in the latter is markod, About 10 percont of tho associa~
tions show loss than $100,000 of sales por omvloyoo and 17 percont show $300,000 or
more, (tablo 21)

Tablo 21, Sales per Bmployeo
Percont of all

Salos poer omployce agssociations
Loss than $100,000 9.8
100,000 - 149,999 14,5
150,000 ~ 199,999 24,2
200,000 ~ 249,999 20,3
250,000 - 299,999 4.4
300,000 ~ 339,999 12,5
400,000 and over L3
Total 100.0

A closc rclationship cxists botweon dnllar sales per omployce and labor and
monagemont costs mor $1,000 of sales. In those casecs whoro the dollar salos per
employct averaged less than $100,000 labor and management costs constitutod $26 per
$1,000 of sales, When the sales per omployco cxccoded $250,000 thosc costs avor-
aged loss than $10. (table 22)

Table 22, Reolationship Between Total Salos
por Employoec and Labor and Managemént Costs
_ver $1000 of Salos

Lobor and Managemont

Salos por Employeo  Costs por $1000 of Sales

Loss than $100,000 $26.22
100,000 - 149,999 18.75
150,000 - 199,999 12.41
200,000 — 249,999 9.46
250,000 ~ 299,999 9,18
300,000 - 499,999 7.90
400,000 and over 7.72

Other Bxnonses

Other items of cxnense which constitute 4 percent or morc of tho total oporat-
ing exponscs arc heat, light and nower, ¢lcovator ronmairs, local taxes, insuranco,
and deprociation, Theso items whon combinod togethor constituto 29 percent of the

total operating cxponscs, deprociation alonc accounting for almost 9 porcont of tho
total,

Total Ovorating Txpensos

The total oporating oxpense averaged $20,696 or 2.5 porcent of total sales.
When the total oporating expense is expressod as a percont of the total valuo of
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salcs plus sorvice income, tho proportions vary from 1.1 to 6.2 percont., A range
from 1,5 to 2.5 vorcent incluvdes onc-half of the associations, (table 23

Tablo 23. Proportion -that Total Overating Cost
ig of Total Sales and Scrvice Income
Oporating costs!

Percent of total salos Percont of

and service incomo all associations
1,00 - 1,49 9.8
1.50 - 1,99 32.0
2,00 ~ 2,49 18.4
2,50 - 2.99 10.1
3,00 - 3,49 7.0
3,50 -~ 3.99 6.6
L,00 - 4.49 5.1
4,50 and over 6.3
To tal 100.0

Some of the variations in the proportion that operating cxpenses arc of total
salecs and service inecome arce duo to the variations in merchandisc sales reolative to
grain salecs. In tho casc of associations vwhosc morchandisc salcs werc less than 5
porcont of total salos, operating exponscs averaged 1.9 oercent of total sales.
Whon the morchandisc sales were 25 percont or morc the operating cxponscs were 4.4
porcont or morc. (table 24)

Table 24. Reolation Betwoen the Promortion Mor-
chandisc Salcs arc of Total Sales and Propor-
tion Omncrnting Costs arc of Total Sales
Merchandiso Salest Opcrating Costs!
Porcent of Total Sales  Porceont of Total Sales

Less than 5.0 1.9
5.0 - 14,9 2.2
15.0 - 24,9 3.0
25.0 - 34.9 L4
35,0 and ovor L.8

Operating Savings

Tho ovorating savings or the difforence botween total gross margin and oporat-
ing costs avoraged $20,443 or proctically the same as operating costs. This moans
the total gross margin was about cqually divided among costs and savings. (table 25)
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Table 25. Sales, Gross Margin, Fxponscs, and Savings of Minnesota Cooperative Ele-
vator Assoclations, 1947-48 '
Aroa 1 Aypea 2 Area 3 All Arcas
Average Average. Average Average

Total sales

$756,590,78
. 2,507,91

$922,571.82
_.3,892.14

$618,168.48

$828,003. 66
3,6l2.2

Service income )
Total sales and service
income 759,098.69 926,463,968 623,29,52 831, 545,87
Gross margin 36,409.83 43,970.09 40,326.83 41,140.01
Onerating exmonses 16,186.53 22,695.77 _22,582.63 _20,696.13
Operating savings 20,223.30 21,274.32 17,744.20 20,443 88
Other oxmenscs 1,500.26 1, 654,83 2,238.32 _1,692.,06
18,723.04 19,619.49 15,505.88 18,751.82
Other income 935,85 1,177.06 . 679.10 1,031,59
Vet savings 19, 658,89 20,796.55 16,184.98 _19,783.41

When overating savings are expressed as a percent of total sales plus soervice income,
it is obscrved that the operating savings of almost one-fifth of the elevators wore
less than one percent of the total sales plns service income., Hewever, over one-
fourth of the olecvators had savings of 3 percent or more of the total sales plus
service income. (table 26)

Table 26. Provortion Oporating Savings

arc of Total Sales and Service Incomo
Onecrating Savings
Porcont of total salcs

Percent of all

and _scrvice income agsoclations

Logs © 3.1
Less than .50 . 7.8
050 - 099 8-3
1,00 ~ 1.49 11.7
1.50 - 1.99 4.8
2.00 - 2,49 13.3
2.5 - 2,99 12.9
3.0 - 3.49 5.5
3-5 - 3099 1009
b,0 and over 117
Total 100.0

Relation Between Gross Mareins, Onerating Dxpenso and Onorating Savings

Operating savings dopond on the rcalized gross margin and operating costs. As
the gross margin averagod 5 porcont of tho total salos plus servico income and was
equally divided between operating oxponse and savings, ocach of thosc itoms averaged
2.5 percont of total salos and service incomc. Thosc associations whosc savings
wore loss than the avorage of 2.5 percent had cither or both o gross margin below the
average or operating exponscs above the average., Similarly, thosc associations whoso
savings werce 2.5 percent or more had cither or both a gross maergin above the avorage
or oporating exponses loss than tho avorago.
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These relationships arc shown in table 27, For example, therc were L7 associa-
tions whosc gross margin was less than 9 nerceat of the total sales plus service
income. The oporating exvensos of 9 assoclations of this group were 2.5 wmorcent or
more rosulting in net savings which were only .€ percent of total sales plus scrvico
income. “wolve of the 33 associations whosce gross margin was 5,0 percent or more
and oporating cxmonsos less than 2.5 percent avoraged net savings of 3.9 percent.
Those arc the associrtions which are onabled to distribute a substantial dividend
to tho patrons at tho cnd of -the yoar.

Individual asqociations whoso volumo of buslnoss is relatively small may be
comnoting with strongor associations whose volume is much above average. If both
groups were roalizing tho samo absolute margin the percentage margin would also be
tho samc. Howovor, tho operating oxncnscs of the associations with the smaller
volumo prohably would bo a rolatively higher vproportion of total sales and scrvice
incomo, assuming compotcncy of management to ba the same. In conscquence, the not
oporating savings of the lower volume associations will be a rolatively smallor
proportion of tho total salcs and scrvice income,

Table 27. Gross Margin, Opcrating Zxpenscs, and
Onorating Sovings

Gross Margin and Opcrating savings?
Operating Exnonsost Tumber - Porcont of sales
Peorcont of total sales . of assgo- and: service’.
and servico income clations . incomoc
Grose margin: DLess than 5,0 L7 1.8
Oporating cxnenscs?
iwgs than 2.5 38 1.8
2.5 and moro 9 .8
Gross margind: 2.5 and morc 33w 3.5
Operating oxnensos
Lpogs than 2.5 12 3.9
2.5 and, moro 21 3.1

Vet Savings

“The.not savings aftor adJustm01t for other income and cxvenses averaged
$19, 783 and ranged from a loss to ovar $100,000. Onc-fifth of the associstions had

not savings of loss than ¢5 000 and almost onc-tonth of them had $40 000 or more.
(tablo 28)

Table 28. Not Savings of Minncsota
Coonorative Elovators

Vot savines Aroa 1 Arca 2 Arca 3 A1l Arcas
Porcent of all clevators

Loss 10.2 5.7 - 6.2
Loss than $5,000 15.4 14,9 10.8 4.5
5,000 - 9,999 25.6 11.3 32.4 18.7
10,000 - 19,999 5.1 21.3 53.3 19.5
20,000 -~ 29,999 10.3 17.8 2.7 13.3
30,000 - 39,999 20, L 18.5 — 17.56
10,000 - 49,999 3.8 3.5 —-— 3.1
50’000 - 59!999 - . 3-5 . —_— 2 O
. 60,000 and ovor 5.2 - _3.5 10,8 3.5
Total 100,0 100.0 100.0 100.0
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Associations with the larger volume of busincss had tho largor not savings.
Tho lattor avoraged about $4,500 for tho groun with total salos of loss than
?LOO ,000 ?nd oxceedod $50,000 for the group with salos of $1,600,000 or morc.
tablec 29

Table 29. Relation Botwoon Volume of Salos
and Avorago et Savings

Total Salos ¥ Avorage fot Savings
Less than $400,000 $ 4,561
400,000 ~ 799,999 11,433
800,000 - 1,199,999 27,684
1,200,000 -~ 1,599,999 27,090
1,600,000 and morc 50,735

Distribution of Savings

The not savings of tho 80 oclovators includod in the study cxccoded $2,000,000
for thc fiscal yecar 1947-48, It will bo obscorved from table 29 that almost 75 per-
cont of the total was paid in cash, mado currontly payablc or added to tho natrons
cquity rcscrve. Almost 10 porcent was added to surplus, which in practically all
cascs is not allocated to tho individual natrons accounts, (table 30)

Table 30, Distribution of ¥et Savings

Porcont

Application of ot Savings Amount of total
Patonage dividonds ‘
Paid $ 312,336.09 15.1
Currontly payable ‘ 1290,701.09 4.0
Patons cquity roscrve* 922,407,99 Wi, 6
Total 1,525,445 .17 73.7
dducational fund 5,321.50 .2
Capital stock and stock credits 135,126.90 6.5
Surplug** 200,320.76 9,7
Intcrest on stock ‘51,925 .67 2.5
Of hor##* 18,292, 24 . .9
Undistributed 133,991.29 6.5
Total 2,070,423.72 100.,0

* Includos statutory reservo.
** Boforo doduction for incomc tazcs
¥#% Includes a building fund of $15,500

Patronage Dividonds

There is no onc provalling mcthod followod in allocating matronage dividonds to
patrons. Of the 69 associations for which complcto data arc availablo, 6 associa-
tions paid no dividends on cither grain purchasos or merchandisc sales, primarily
beecausc of the lack of savings., Thoro woro 14 othor associations which paid no divi-
dends on morchandisc sales. In a numbor of cascs, it was assumed that tho morchan-
disc departmont was oporated at cost, and in consoqueonco, no savings from this do-
partmont wore available for distribution. Only four associstions paid a uniform
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number of conts per bushel on grain purchascs, Of tho 35 associations which paid a

gspocificd porcentage of tho valuc of grain purchases, 27 vaid a svecificd percontage
of morchandiso salcs, and with the oxcention of throc associations, the percontages

woro tho samo for both grain and morchandisc. (table 31)

' Table 31, Method of Allocating Patronage Dividends
Dividonds on Merchandiso

- Dividonds , Porcent of sales =~ Dollars por

on gzrain __Yono Uniform Difforont unit of salcs Total
¥ono , 7 0 0 0 7
Conts por bushol

Uniform 2 2 0 0 b

Difforent L 14 2 3 23
Porcont of purchases £ 27 2 0 35
Total 19 43 Ly 3 9

Changes in Financlal Organization and Operation

Tho main changes in the financial organization of cooperative clevator associa-
tiong from 1948 to 1949 as shown by the comnositc balance sheots were the decline
in current assots and curront liabilitics and the incrcasc in fixed asscts and nct
worth, (table 32) Inasmuch as total asscts romaincd about the same, theso changes
rosulted in curront asscts and curront liabilitics ropresonting smaller provortions
and fixod assots and not worth larger promortions of the total asscts in 1949, How-
ever, changes in most of tho financial ratios were only slight indicating that the
financial status of tho associations on the avorage was about the samec in 1949 as
in 1948, 1/ In fact, the situation in both ycars was fairly satisfactory.

Rotio 1948 1949
Curront assots to current liabilitios 2.1 2.0
Wet worth to debt 1.8 1.9
Vot worth to fixod assots 2.4 2.1

1/ In tho caleulation of the ratios, patrons' dividends payablo has boon transfor-
red from curront liabilitics to nct worth.
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Tablo 32. Comparative Balancoe Shocts, Minnosota Cooporativo

Blovator Associstions, 1948 and 1949

1948 1949
: Avorago Avorago -
Valuc Value
Agsots
Curront assots ' . .
Cash $ 7,926.06 i $ 9,900.39 8.
Government bonds 909,87 7 1,062.81 .
Accounts Recoivalbo-Patrons (Net) 8,992.18 6 ©9,092.43 7
Advances , _ 143.11 . 1 417,05 .. .
Accounts Recelvablo-Commission firms 14, 143,19 9" " 10,362.26 8.
Fotos Becoivablo ‘ 1,202.61 0 341,27 .
Inventory-Groin 36,188,47 5 29,741.82 25.
Inventory-Morchandiso 12,644,88 Vi 11,295.02 g.
Other curront asscts 10. 3 977.80 8
Total Current Assots 82,461,10 69.5 %3,190.86
Investmonts 5,045,148 bh,2 6,591.42
Pixod Assots
Buildings and Bquinmont 5,511,811 53,802.86
Losst Rescrvo for deprociation 15,216.25 16,987.16
Mot Buildings and Equipment 30,295.56 36,815.70
Land __.370.09 438.27
Total Fixed Assots 30,665.65 37,253.97
Othor Assets 470.10 1,389.55
Total Assots 118,641.99 118,425.80
Liabilitics and Yot Yorth
Curront Liabilitios ‘
Bank ovordrafts $ 12,775.12 $ 6,939.18
Accounts Payablo-Patrons 215.88 701.51
Accounts Poyablo-Commission firms 9,919.91 7,907.91
Accounts Payablo-Gonoral 518.40 323.14
Intercst Dividonds Payablo 565.48 697.39
Notes Payoble 688,10 624,14
Storage Liability 13,910.54 19,667.32
Patrons Dividends Payablo 6,121,82 3,541.12
Other Currcnt Liabilitics 1,287.86 840,88
Total Curront Liabilitios Ls,984,11 L41,251.59
Long Torm Liabilitics
Totes and Mortgoges Payable 2,851.66 2,249,041
Othor Long Term Liabilitios 1,051.48 1,362.24
Total Long Term Liabilitios 3,903, 14 3,611.65
Total Liabilitics 49,887.25 Lly, 863, 24

FHrWOE~I0F

[0



~29~

Tablo 32. (Con't.)

1948 1949
Peorcent Porcont
Averago of total Avorage of total
Valuo assgots Valuo asscts
. Vot Worth . S
Preferrod stock $ 2,223.34 1,9 $ 3,385.14 2.9
Common stock 16, 688,03 b1 15,616.82 14.0
Stock Crodits - , L,655.97 - 3.9 b,994.85 b,2
Patrons Equity Resorvo ‘ 27,943,12 23.5 31,293,36 26,4
Statutory Resorve . 31,11 N 1,111.17 .9
Cortificatos of Equity 130,39 1 112,03 o1
Othor et Worth Roserves 1,317.32 1.1 1,113,95 .9
Surplus 12,762,12 10,7 12,539.89 10.7
Undistributed Savings 2,603.34 2.2 2,395.35 2.0
- Total Wot Worth 68,754, 7k 57.9 " 73,562.56 52.1
Total Liabilitics and Not Worth 118, 641.99 100.0 118,425.80 100,0

——

Doys salcs outstanding in rcceivables fromApatrons wore 24 in 1949 compercd
with 23 in 1948, Howovor, this figurc was quite high for somc associations in both
yoars indlcating the nccd for a stricter crodit policy.

The total sales in 1948-49 averaged nbout 4 pereont loss than in the orevious
year. The decline in salcs and tho increase in fixed assets resulted in tho ratio
of sales to fixed asscts changing from 18 to 15. The gross margin on salcs averaged
b.1 porcent in 1948-L9 comparcd with 4,5 porcont one year carlicr. (tablo 33)

Tho decline in total gross mergin and the increase in opcrating oxmonscs rcduced
oporating savings by 30 percont. The nct savings in 1948-40 constitutod 1.7 percent
of tho total sales plus scrvice income comparcd with 2.4 porcent in 1947-48,



~30=

Tablo 33. Comparative Operating Statomonts, Minncsota
Coonorative Blovator Associations, 1947-48 and 1048-49

194748 1948-49
Avorago , Porcont of Avorago Porcont of
valug © - snlos valuo salos
Salcs I
Grain $711,460.58 85.9 $682, 124,93 85.9
Merchandise. 115,543.08 4.1 111,935.31 4,1
Total saloes 828,003.66 100,0 2ok, 060,24 100,0
Cost of salos. ‘ :
Grain 686,425,89 661,625.29
Morchandisc 104,079.97 99.,489.11
Total Cost of Sales 790,505.86 95.5 w61, 114,40 95,9
Gross Margin on Salos
Grain 25,034, 69 20,449, 64
Morchandiso 12,463.11 12,4046,20
Total Gross Margin '
on Salecs 37,497.80 .5 32,945 .8l b1
Otheor Opcrating Income _3,642.21 119,44
Total Gross Margin Lb1,140,01 38,065.,28
Oporating Expcnsos 20,696.13 23,498.130
Oporating Savings 20,443.88 14,566.98
Othor Exbonsocs 1,692.06 1,505.60
18,751.82 13,061.38
Othor Incomo 1,031.59 734,06
Yot Savings 19,783.41 13,795.44




-31~

Toble 3%. Factors to usc in Analyzing the Business of
Coovorative Elovator Associations, 1948

A1l Your
‘ Aron 1 Aroca 2 Area 3. Arcas Associstion
Financial and opcrating ratios ,
Curront asscts to currcnt liabilitics 1.7 2.1 3.0 2.1
Mot worth to dobt 1.5 1.6 3.5 1.8
Yot worth to fixed assots 2.3 2.5 2.4 2.4
Sales to fixod asgsots 18.9 18.7 14.1 18.0
Morchandiso salcs outstanding
in recoivables 33 days 21 days 21 doys 23 days
Volumo of businecss
Bushols of grain sold 282,100 318,300 191,900 289,400
Valuc of sales
Grain \ $698,748 $788,352 $uLs5,213 $711,461
Merchandiso 57,843 134,220 172,926 116,543
Total 756,591 922,572 618,169 828,004
Roturns from opcrations
Gross margin .
Grain $ 27,829 $ 25,554 $ 17,168 $ 25,035
Merchandiso 6,073 1, 524 18,078 12,4463
Sorvicos’ 2,508 3,892 5,081 3,642
Total 36,410 43,970 ho,327 L1, 1h0
Oporating oxpense - 16,187 22,696 22,583 20,696
.~ Operating savings 20,223 21,274 17,744 20,bL4h
Vot savings 19,585 20,715 16,185 19,716
Opcrating efficiency
Gross margin! Cents vor bushol
Whoat 13.4 4.1 5.5 12.6
Oats 3.1 L,2 5.6 3.9
Barloy 9.8 9.7 9.1 9.7
Corn 5.1 b.6 6.8 L.8
Flaxsced 20.2 27 .4 2k, 2 25.3
Soyboans — 6.7 13.7 7.6
Gross margin: Porcent of sales _
Grain . L.o 3.2 3.8 3.5
Meorchandise 10.5 10.8 10.4 10.7
Total 4.5 4.3 5.7 L5
Opcrating cxoensost Percont of
salos and servicc incomo 2.1 2.5 3.6 2.5
Opcrating savingst Porcent of
salos and sorvice incomo 2.7 2.3 2.8 2.5
Vot savings! Poercont of
salos sorvice incomo 2.6 2.2 2.6 2.4







