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Highlights 7

Cooperative growth in recent decades has generated suggestions that cooperatives
have somehow spawned into giant enterprises that have attained a more favorabie com-
petitive position when compared with their noncooperative counterparts. Facts, however,
don’t bear out this contention in most cases as the following study of cooperative growth”
in seven selected industries shows, .

Comparative figures were gathered on four farm products marketed by cooperatives
along with three products they distributed. Marketed products include (1} fruits and vege-
tables, (2) milk and dairy, (3) poultry and eggs, and {(4) grain. Distributed products
include (1) feed, (2) fertilizer, and (3) petroleum. I '

The study shows that while sales by eocsiratives have increased Substantially since
1950, only those cooperatives marketing ‘milk and other dairy products, and those distrib-
uting fertilizer or petroleum products, gained a sighificant increase in the share of the
farm:market by 1975. The:study ‘also reveals that cooperatives' share of the market for
fruits and vegetables, poultry and eggs, and feed changed littl during the period. The
data reflect only the cooperatives’ share at the local or first-handierl__level. Cooperatives
have a much lower share at the processor level.

The study further shows that 975 sales of the four largest cooperatives in each of
the four products marketed for farmers werg only 25 to 55 percent of the sales of the four
largest noncooperative firms handling the same products (figure 1), o g

Sales of feed and fertilizer/lime by the four largest cooperatives were 34 and 69
percent, respectively, of sales registered by the four largest noncooperative companies
handling the same products. However, petroleum sales by, the four largest cooperatives
were less than 2 percent of sales of the four largest petroleum companies (figure 2.

Foliowing is a“summary, by specific commodities, of how the four largest cooper-
atives compared in 1975 with the four largest companies handling the sams commodities.

Marketlng”ot Farm Products

Grain — Cooperatives handléd 40 percent of the total grain marketed in 1974-75,
compared with 28 percent in [950-5]. Compared with the four largest grain companies,
the four largest cooperatives’ total sales were 24 percent, total assets 28 percent, and net
worth 38 percent. _ S : )

The largest cooperatives were in a relatively weaker position in total sales but
stronger in total assets than they were in 1960, N ' _

Fruits and Vegetables — Cooperatives' share of farm marketings were 25.percent in
1975, up. I percent from 1950, : '

Compared with the four largest fruit and vegetable companies, the four largest
cooperatives’ sales were 43 percent, assets 24 percent, and net worth 17 percent.

These largest cooperatives were in about the same relative position as in 1960.
Milk and Other Dairy Products — Cooperatives’ share of the n‘iﬁ‘rke%dvanced




from 48 percent in 1950-51 to 77 percent of total milk and other dairy products marketed
at the farm level in 1974-75, However, at the plant level in 1973, cooperatives’ share of

" total milk processed or manufactured was only 28 percent and their share at the retail
level was less than 1 percent for any product. ) : :

Compared with the four largest dairy companies, the four largest cooperatives® milk
and dairy product sales were 55 percent; but total sales were only 25 percént, net margins
only 5 percent, assets 12 percent, and net worth 9 percent. o R '

- The four cooperatives increased their relativec position between 1960 and 1975 in

- milk and other dairy product sales and.in total assets. . ° ' '
Poultry ‘and Eggs — Cooperatives’ 8 percent share of the market in 1974-75 was the

same as in 1950-51. _ _ _ ) 3

Compared with the four largest poultry and egg companies 1975 operations, the
four fargest cooperatives’ poultry and egg sales were 51 percent; but total sales and net
margins, were 37 percent, total asscts 63 percent, and net worth 48 percent.

Distribution cf Farm Supplies

. Feed —Cooperatives’ 18 percent share of the farm market in 1974-75 was the same
as in 1950-51. '

Compared with the four largest feed companies, the four largest cooperatives’ feed’
sales were 34 percent; but total sales were 57 percent, net margins 65 percenrt, assets 60 -
percent, and net worth 38 pereent, "

From 1960-1975, the largest cooperatives gained a little in total sales and assets but
lost a little in net income and net worth relative to the largest feed companies.

Fertilizer and Lime — Cooperatives increased their fertilizer and lime volume sub-
stantially and were handling 30 percent of the farm market in 1975, compared with 15
percent in 1950,

Compared with the four largest fertilizer companies, the four largest cooperatives’
fertilizer and lime sales were 69 percent; but total sales were only 15 percent, net margins
28 percent, assets 13 percent, and net worth 7 percent.

Since 1960, the four cooperatives improved their relative position in total sales but
became weaker in net margins, assets, and net worth compared with the four largest fertil-
izer companies. I

Petroleum — Cooperatives H\gndled a considerably greater share of farmers’ petro-
leem ne¢ds during the period, from 2] percent in 1950 to 31 percent in 1975.

- Compared with the four largest petroleum companies, the four largest cooperatives’
petrojeum sales, net margins, and net worth were less than 2.percent; total sales were only
3 percent, and assets 2'percent. : o -

The largest cooperatives were in about the same position in alt comparisons with
the oil companies as they were in 1950;" " . '

pa
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FIGURE 1 -- SALES AND ASSETS OF FOUR COOPERATIVES AND

FOUR NONCOOPERATIVE FIRMS REPORTING LARGEST SALES
OF FOUR FARM PRODUCTS IN 1975
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.GROWTH OF COOPERATIVES
~ IN SEVEN INDUSTRIES

=" Lyden O'Day :
Agricultural Economis¢! - £

In recent years the growth of farmer cooperatives has attracted atteniion in some
quarters. Concern has been. expressed where such growth has occurred by mergercor
acquisition and where cooperatives have integrated their operations in processing or maa-
ufacturing, CL _ g

« Representatives of some businesses and government agencies question the role of
cooperatives. Some suggest cooperatives should remain small local enterprises and confine
operations to assembling and storing of preducts to be sold to processing firms, or that
they should distribute to farmers supplies manufactured by the large integrated compa-
nies. Others believe cooperatives growth should be limited t6 that which can be obtained
through internal operations. : ' ’ o

il

| Objectives of the Study

This report was prepared to provide informa_f;gbn'on the actual growth of cooper-
atives relative to the increase in cash receipts from farm products marketed:ind supplies
puichased by all farmers, and on growth of the largest cooperatives relative to their coun-
terparts in specified industries. o
) This report updates Part II1, Selected Industrial Comparisons, in FCS Infor-
mation 87, entitled Cooperative Growth—Trends, Comparisons, Strategy, by Martin A;
Abrahamsen, published March 1973 with data for years 1950-1970. .

The report covers the following information for each commodity: (1) Trends in
cash receipts fromi products marketed and in cash expenditures for farm supplies pur-
~ chased at 5-year intervals from 1950 to 1975, and a few comments on’the general trends
in each industry during the period; (2) the sales of cooperatives and their share of the
farm market during this period: and (3) cemparisons of the four cooperatives and the
. -four other firms reporting the largest sales of four farm producis and three farm supply
items in 1960, 1965, and [975. These comparisons include such data as sales of the given
farm product or farm supply, total sales, total assets, and net worth. : _

' o attempt was made to discuss the factors that affected the growth of each prod-
uct or industry, or of the cooperatives and other firms handling the product..

Source of Data and Terms Used

Source of Data : I

Data on cash receipts from farm marketings and cash expenditures for farm sup-
plies vere obtained from Agr:‘guhural Statistics and Farm Income Situation, published

L "Acknowledgment is expressed 16 stafi members Lloyd C. Biser for work in updating the report through 1973 and
to Stuniey K. Thurston and George C. Tucker for assistance in updating the sé¢tions on grain and dairy, respectively,
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annually by the former Economic Research Service, now a part of Economics, Statistics,
and Cooperatives Service (ESCS), USDA. Data on sales of farm products and farm sup-
plies by cocperatives were obtained from Statistics of Farmer Cooper atives, published by
Farmer Cooperative Service, now also part of ESCS, )

. Information on thefour largest cooperatives and four largest other firms marketing
the four specified farm products and handiing three farm supplies was obtained from
annual reports asd published releases, and from stock prospectuses and other information
filed with the Securities and Exchange Commission.

Terms and Comparisons Used

Ne: Sales of Cooperatives—These are the sales remaining after deducting inter- -
cooperative business which was included in gross sales. Such sales, however, are reported
at various levels of operation. Local cooperatives operate at the first handling stage which
consists of assembling, storing, and selling of products.: Others semiprocess or process
part or all of their products, thus adding value to them. Some of the larger-cooperatives
sell in wholesale or terminai markets and a few sell some products at retail to consumers.

) Cooperatives’ Share of the Market—To compare cooperatives’ share of the farm
products sold, an estimate of the amounts cooperatives pay to farmers is needed for com-
parison with total cash receipts from farm marketings by all farmers. This estimate was
made by deducting from net sales of cooperatives the estimated value added from pro- .
cessing and marketing margins, These margins may appear low for some products but it
should be kept in mind that processing often is done by federated cooperatives for local
cooperatives, and that the federation sales are eliminated as intercooperative business.
Thus the value added or marketing margins are excluded in determining payments to
farmers in this report,

In the case of the supply purchasing cooperatives, net sales are almost entirely at
the retail level and primarily to farmers. After eliminating nonfarm sales and those for
farm home and family use, the remainder was compared with total cash expenditures for
supplies for farm production use. :

Four Largest Cooperatives and Other Firms—These businesses were not always the
same ones in each of the years covered in this report because of changes due to growth
and mergers. Likewise, uniform or comparable data were not always available for all
organizations.

Sales of a specified farm product or supply by each group of cooperatives and
other firms (investor-owned or proprietary) were not entirely comparable because of the
level at which their sales occurred. Some cooperatives marketed products in the whole or
nonprocessed form while many of the other firms sold processed or manufactured prod-
ucts or foods. Or they sold a much larger proportion in international trade. Sales of farm
- supplies of the two groups were largely at wholesale or manufacturer levels, hence more
comparable.

Sales of major farm products by some of the other large companies were difficult
to estimate because annual reports included them in broad categories such as “food™ or
“agricultural products.” Likewise, “agricultural chemicals” in some cases may have
included more than fertilizers, and “feed division” sales may have included more than
feed. '

Total sales of the largest investor-owned firms wzre more diversified or conglom-
erate in nature than those of the cooperatives. Nevertheless such comparisons serve to
bring into perspective the size, diversification and integration of cooperatives’ counter-
parts, :
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The two major classes of grain are: Food grains that includé wheat, rie, rye, and
buckwheat; and feed grains that consist of corn, sorghum grains, oats, and barley. Soy-
beans, peanuts and flax are not grains as such but are included in this report. :

Grain may be marketed as whole grain, or it may be processed and marketed in a
variety of processed-forms. When marketed as grain, the functions of buying, assembling,
storing, drying, blending, and selling are performed orimarily by coentry elevators, sub-
terminals and terminal elevators, and exporters. The major processors of grain are flour
millers, corn wet millers, breakfast food manufacturers, soybzan processors, and égimal

feed manufacturers. .

Trends in Farm Cash Rocelpﬁ
And Industry Operations

Cash receipts from all grain sales increased more than fivefold from 1950 to 1975,
receipts from the sales of all crops nearly quadrupled, and receipts from the sales of all

farm products more than tripled during the 25-year period (table 1). A substantial portion.

of the increase in farm cash receipts was from 1970 to 1975. In 1975, cash receipts from
the sale of grain constituted 30 percent of total cash receipts from all farm products and
59 percent of crop cash receipts compared to 18 percent and 40 percent, respectively, in
1950 (table 2). '

Sales of food grains—wheat, rice, and ryc—remained rather constant from 1950
until 1970, but sales more than quadrupled from 1970 to 1975. Wheat accounted for
roughly 86 percent of all food grain sales in both 1974 and 1975.

Receipts from the sale of feed grains=corn, oats, barley, and sorghum grains—
increased roughly 40 percent from 1950 to 1960; 35 percent from 1960 to 1970; and then
increased 270 percent between 1970 and 1975. Receipts from the sale of corn constituted
roughly 78 percent of feed grain sales in 1975. o

Sales of oil-bearing crops—soybeans, peanuts and flaxseed—more than doubled
from 1950 to 1960; more than doubled from 1960 to 1970; then increased about 250 per-
cent from 1570 to 1975. Soybean sales accounted for. roughly 89 percent of all sales of oil-
bearing crops in 1975. '

A number of important changes and trends have occurred in the grain marketing
industry in recent years. Additional storage has been built ar both the local and terminal
fevels. Much effort has been devoted to building export business. Increased attention has
been given to transportation, including introduction of unit train shipments, adding of
water transportation equipment, adjusting to abandonment of branch rail lines, and cop-
ing with numerous increases in freight rates. Numerous soybean processing plants have

beert built and much grain drying equipment has been installed, and there have been sub- -

stantial capital outlays for dust and pollution equipment.

Trends in Cooperative Grain Marketing

About 1,965 cooperatives handled food grains, feed grains, and soybeans to some
extent in 1975. This was 807, or nearly 30 percent, less than the number handling grain in
1950.

As indicated in table 3, there was only a 3 percent decline in the number of cooper-
atives handling grain between 1950 and 1970. However, the number of cooperatives han-
diing grain dropped nearly 27 percent between 1970 and 1975.
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" Table 1=U.8, farm cash receipts from grain sxles,

selected years—1950 through 1975

Year Food Feed Oil bearing - All grains
* graing! - grains? crops?
" Miltion dollars
1950, .. ...00iviines, 1,941 42,143 935 5,019
1955, . vt 1,990 42,555 1,131 5,676
1960..,.............. 2,469 43,025 1,364 6,848
1965.......0.ccvut... T 2,041 3152 2170 7,383
970, .o oi v, 1,982 4,077 3,188 9,247
11,161 7,920 27,428

o 8,347

*Includes wheat, rice, and rye.

Includes corn, oats, barley, and sorghum grains,

*Includes soybeans, peanuts, and flax.

4Feed grain sales for 1950-55-60 include sales of hay,

Source: Farm Income Situatic,

N

Table 2—Cash receipis from sale of grains in relation to recej
products in specified years

LI '
~%Arious issues,
~ .

W

i

pts from all crops and all farm

Cash receipts frora sale of:

Percent grains

Year sales were of:
Grains! All crops All farm All craops All farm
products products
Million dollars Percent

1950........... Aaeaaas 5,019 12,410 28,512 4.4 17.6
1955 .. il 5,676 13,523 T 29,556 420 9.2
1960.................. 6,849 15,208 + 34,154 45.0 4 20,0
965.........iiiil, 7,363 17,392 39,350 42.3 18.7
19700 ............ L. - 9,247 19,636 49,231 47.1 18.8
L 27,428 46,661 89,563 58.8 30.6

"includes food grains—wheat, rice. and rye; feed grains—-corr_l. oats, busiey,

soybeans, peanuts, and flaxseed,

Source: Farm Income Situation, ERS—various issues,

4

e

e

and sorghum grains; and oif crops—

R
il
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The decline in number of grain marketing cooperatives was in large part a result of
mergers, acquisitions, and consolidations.

The net grain sales of cooperatives increased from $1.4 billion in 1950 to $14 billion
in 1975, an increase of nearly tenfold. As indicated in table 3, the major portion of this
increase in grain sales occurred between 1970 and 1975.

The cooperative share of the grain market at the farm level, first sale, increased
only moderately from 1950 to 1960. However, during the next {5 years, 1960 to 1975, the
cooperative share of the market increased substantially from 30.7 to 44.2 percent (table 3).

Regional Grain Cooperatives

Eighteen regional cooperatives—I4 primary regionals and 4 interregionals—mar-
keted grain in both 1974 and 1973. These 18 reglcnals operated 83 terminal and subter-
minal elevators in 1974 and 1975.2

The local cooperatives generally do not have a formal commitment to sell their
grain to a particular regional association. Consequently many locals sell a significant vol-
ume outside cooperative channels. The volume of grain handled by regional grain cooper-
atives has averaged about 1.6 billion bushels during 1973-75 (table 4). This is nearly a 40
percent increase over the volume handled in'1970.> These regionais handled 23 percent of
the grain marketed by farmers in 1975, '

Developments in the last decade include the formation of two interregional cooper-
atives for handling exports and the establishment of two new producer grain marketing
programs designed to give growers more direct control over their grain from farm to
domestic or foreign markets. These programs involve acreage commitments by growers
and pooling operations by local and regional cooperatives.

Comparison of Four Cooperatives and Four Other Firms
With Largest Grain Sales in 1975

Characteristics of Cooperatives

The four regional cooperatives reporting the largest sales of grain in each of the
four selected time periods derived 85 percent or more of their revenue from the sale of
grain, The same four cooperatives had largest grain sales in both 1970 and 1975, Three
also were the largest in 1960 and 1965.

The largest cooperative handling grain in 1975 bascd on dollar volume serves the
North Central and Western regions of the country. It serves about 465 member local
cooperatives and operates about 145 line elevators, 17 terminal or subterminal elevators
with a storage capacity of about 48 million bushels, a durum wheat mill, 3 malt plants, 3
dry edible bean plants, a soybean plant, and a linseed oil plant. It derives about 65 per-
cent of its sales from whole grains, 25 percent from processed grain products, and the
remaining 10 percent from sales of feed, farm supplies, and building materials. The associ-
ation also manufactures and distributes feed from 11 mills and operates a chain of fumber
yards in the Upper Midwest.

The second ranking grain marketing cooperative is located in the heart of the win-

*FCS Service Report R50, "Regional Grain Cooperatives 1974 and 1975." Stanley K. Thursion, p. . Includes stor-
age at cight soybean plants, and exciudes the facilities of several feed mills.

Mhid. pp. -9,




Table 3—Number

)

cooperatives Kindling graln, and cooperative share of
. farm level—selected years, 1950 through 19781

grain

market at

&=

-+ Grain sales by cooperatives _

‘Fiscal
year?

receipts
from
grain
sgless

Net Less
xales’ " marketing
- - marginst ;

Estimgted
- walue at
farm levels

Number
handling

U.S.-cash - Cooperative

share of
ket
-~ at farm
Jevel -

Numbzr Million Perceni

Percent

Mf!lfon dollars

dollars
1,446
1,708
2,260

12,929
3,980

14,090

27.5
284
30.7
355
1374
44.2

5,040
5,768
6,990
7,837.
. 10,001
29,977

1950-51.........
1955-56.........
1960-61......,..
196566.........
197071 c.ouinh
1974757 ., ......

2,772
2,737
2,723
2,636
2,691
i 1,965

1,388
1,637
2,187 -
2,783
3,741
13,245

*Grains handied include wheat, rice, and rye; co

?For fiscal years ending between July I and June

N2t sales excludes intercooperative business,

“Estimated. These margins represent value
farmers, N _

*Estimated cash receipts received by farmers for grain sales to cooperatives.

These figures are the “weighted” average grain -receipts for the 2 calendar years that correspond to the fiscal
years indicated for cooperatives. For example, calendar receipts for 1950 were given a weight of 2 and 1951 receipts
& weight of | in comparirg them with the fiscal year of cooperatives ending any time between July 1, 1950, and
June 30, 1951, - o
. "Preliminary,

y oats; barley, and sorghumt grains; soybeans, peanuts and Nax.
30 of following yedr. o

‘added and handling chasges incurred by cooperatives directly serving

Table 4—Total farm grain ssles—amount sold by regional cooperatives, and percent of farm sales
handled by 14 regional grain cooperatives, fiscal year ending 1970 through 1375

. Regi{:}nal coops'
1,"3les &5 a percent
... of fiirm sales

] il

U.S. farm
sales?

Regional
cooperative
“sales?
i
Million bmh;fs
6,300
5.886
7,229
1,212
7,942
6,776

Fiscal

year ending Crop years

Years

1969-70
1970-71
1971-72
[972.73
1973-74
1974-75

1,118
1,165
1,205
1,624
1,559
1,561

| P
B & 7§ PO

157 ) S

973,

BT T

!Includes following gr_ain's: wheat, ¢orn, oats, iggrley. sorghum, soybeans, rye, and flax,
*Reflects crop years closely corresponding to fiical years, s
IData for fiscal years 1970, 1971, and 1972 are approximste,

' Source: FCS Service Report 150,




ter wheat growing area of the Midwest. This association was formed in 1968 by the

merger of four regional grain marksting cooperatives. In 1975 this association had 1,144

member cooperatives. Although this association derived most of its income from grain

sales, it is an important processor of high protein food products and has extensive grain

storage and handling facilities. It had storage space for about 110 million bushels of grain
-at its 15 terminal elevators. In 1977 this association became a subsidiary of a large
~ regional farm supply-marketing cooperative.

The cooperative that ranked number three in grain sales is located in the Cornbelt.
It marketed corn, soybeans, and small grains for 230 local member cooperatives in 1975.
It operates 6 termina] clevators with a storage capacity of about 3.5 miilion bushels. This
association is a member-owner of two interregional associations—one with facilities for
loading grain at a port on the Gulf and one for barging grain and fertilizer on the Mis-
sissippi River, :

The fourth largest cooperative in grain marketing volume serves some 325 member
cooperatives in the central part of the country. It handled grain through 6 terminal
elevators with a storage capacity of more than 13 million bushels. It operates a grain
division, a soybean milling division, and an auditing division.

Characteristics of Other Firms

The four other (noncooperative or propriétary) firms handling the largest volume of
grain in 1975 have dominated domestic grain merchandising and export operations since
World War IlI. Estimates indicate these organizations conducted about 40 percent of all
domestic grain transactions above the local elevator level in 1975, and accounted for
about 75 percent of all U.S. grain exports.4

The same fotir firms had the largest grain sales in both 1975 and 1970 and their
ranking was the same in both years.

All four grain firms are considerably larger than the ordinary business organization,
The following excerpt from The Wadshington Post states: “...The largest of the four com-
panies would have ranked 12th in 1975—right behind International Telephone and Tele-
graph—if it were ranked among the 500 largest industrial firms in America as compiled
by Fortune Magazine....”s It has accounted for about a fourth of the U.S. grain export
market in recent years. It is a multinational company and has plants and/or offices in 38
foreign countries. The organization is highly diversified; it is a major producer of rock
salt, molasses, and various types of polyesters. It operates a barge line on the inland
waterways, has a small fleet of ocean-going vessels, as well as a small fleet for use on the
Great Lakes. A wholly owned subsidiary is one of the largest feed manufacturers in the
United States.

The second largest grain firmn also handles about a fourth of the world’s inter-
national grain shipments and accounted for approximately 25 percent of the U.S. grain
exports in recent years. This organization has a multinational operation and has offices
and/or plants in 44 countries. It operates 18 terminal elevators in the United States, has
three foreign affiliates, and six wholly owned subsidiaries. The firm is highly diversified.
Through its various subsidiaries, it has become a leading manufacturer of livestock feeds,
frozen foods, bakery products, leather goods, and pet foods. And it is also engaged in the
integrated production of broilers, turkeys, and hogs in the Midwest.

‘Information on the four firms is limited. Three are privately held and therefore de not have to disclose infor-
mation on their operations, Sources of information used in this report are grain trade pericdicals and various other sources.
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The third largest grain firm has accounted for about 15 percent of U.S. grain
eXports in recent years. It maintains offices. in 11 foreign countries. It has a fleet of more
than 1,000 leased hopper cars and more than 150 barges as well as several ships on char-
ter. Aithough grain transactions accounted for nearly 60"percent of the organization’s
total revenue in 1975, it was also engaged in cotton merchandising, .chemicals, flooring,
termite control, insurance, and the':uying, selling, and rental of apartment buildings.

The smallest of the four oth grain firms accounted for about [0 percent of U.S.
grain exports in recent years. It operates 19 terminal elevators in the United States and
Canada. This organization maintains offices in 80 foreign countries and conducts world-
wide operations in commerce and finance. In 1975, it had 7 foreign affiliated companies

and I §ubsidiaries in the United States and Canada.
Financial Comparisons

Accurate comparisons of the four largest grain marketing cooperatives and four
largest other grain firms are not possible because of lack of data on the latter group.
Information used was obtained from trade periodicals and therefore fragmentary or esti-
mated in some cases. -

Grain Sales—The four largest cooperatives had combined grain sales of about $3.2
billion in 1975, or about 350 percent more than in 1970. Grain sales were not availabie on
the four largest other firms (table 5.

Total Sales—The combined sales of the four largest ccoperatives were $3.8 billion,
equal to only 24 percent of the combined sales of $15.9 billion for the four other grain
firms in 1975. This compared with 20 percent in 1970 and 28 percent in 1960.

Total Assets—Combined assets of the four cooperatives was $681 million in 1975,
equal to 28 percent of those of the four other firusAssets of the cooperatives increased
500 percent, compared with an increase of about 600 percent for the other firms from
1970 to 1975.

Net Worth—The combined net worth of the four cooperatives was $228 million in
1975, equal to 38 percent of that of the four other firms, From 1970 to 1975 net worths of
the cooperatives increzsed 115 percent, compared with about 100 percent by the other
firms,

5umméry

l. Off-farm sales of grain have increased in absclute amounts and relative to the
sales of ail other farm products in the past 25 years, In 1950 grain accounted for about 18
percent of all farm product sales; in 1975 it accounted for nearly 31 percent. The market-
ing facilities of cooperatives and proprietary firms handling grain have expanded suf-
ficiently to handle the increased volume. .

2. The production of oil bearing crops—primarily soybeans—his increased enor-
mously since 1950. In that year, cash receipts. from the sale of o bearing crops amounted
to $935 million; in 1975 they totaled $7.9 billion, an increase of more than 800 percent.
This large increase in the volume of soybeans produced has led to a greatly increased
need for processing facilities.

3. The cooperative share of the grain market at the farm level—first sale—has
increased substantiaily in the past 25 years. In 1975 cooperatives handied about 40 per-
cent of all grain at the farm level, compared with 28 percent in 1950. _

4. The four cooperatives reporting the largest grain sales in 1974-75 were not
nearly as diversified as were the top four other grain firms. Therefore, fluctuations in the
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grain volume handled from year to year had more 2fiect on the cooperatives than it did .
on the four highly diversified and integrated other firms.

5. The four largest cooperatives had rotal sales equal to only 24 percent of those
of the four largest other grain firms in 1975. This compared with 28 percent in 1960. Data
on grain sales separately were not available from the other firms. '

~ 6. The four largest cooperatives had 28 percent as many assets and 38 percent as
large net worth as the four largest other firms in 1975. This was a slight increase over ear-
lier periods.

Fruits and Vegetables

Fruits and vegetables are grown to some extent in many parts of the United States.
However, the six States of California, Florida, Arizona, Washington, New York, and
Michigan account for a large part of the commercial fruit production. And a large pro-
portion of the commercial vegetables are produced in the seven States of California, Flor-
ida, Idaho, Washington, Ohio, New York, and Maine.

Trends in Farm Cash Recelpts
And Industry Operations

Total sales of fruits and vegetables at the farm level amounted to $8.6 billion in
1975. This was 18.4 percent of all crop receipts and 9.6 percent of the receipts farmers
received for all farm products (table 6).

The four most important fruits grown in the United States in 1975 were oranges,
apples, grapes, and peaches—with receipts amounting to $692 million, $585 million, $553
million, and $290 million, respectively. The four vegetables producing largest cash receipts
were potatoes, tomatoes, dried beans, and lettuce, with sales amounting to $1.2 billion,
$938 million, $407 million, and $365 million, respectively.

Farm receipts from the sale of fruits and vegetables increased 228 percent during
the 25-year period—1950 to 1975 compared with an increases of 278 percent from the sale
of all crops and 214 percent from the sale of all farm products.

Increases in receipts from all farm product sales were particularly rapid from 1970
to 1975. Receipts from fruits and vegetable sales increased 82 percent, receipts from all
crop sales were up by 138 percent, and receipts from the sale of all farm products
increased by 82 percent. .

In recent years the growing of vegetables has shifted out of some areas such as the
Eastern Shore of Maryland and Virginia where soybeans largely have replaced tomatoes.
Suburbanization has forced the relocation of many acres of fruit trees in some areas.

Since World War Il the processing of fruits and vegetables has significantly
increased, especially in the frozen food segment of the industry, At the same time, the
number of firms has decreased but each is lirger. Prepackaging of fresh products also
increased during the period. - .

Trends in Cooperative Marketing

In general, fruit and vegetable marketing cooperatives assemble, wash, grade, pack-
age, and market fruits and/or vegetables in their fresh form, but probably 15-20 percent
in 1975 were engaged in some form of processing. For the most part, these were the larger
associations; some were well enough established in the trade to market their processed
products under their own private labels. Moreover, some of the larger fruit marketing




'flblé S=Selected comparisons of four cooperatives and four other firms  with Iargest grain
' -sales=specified years . e

 Four |
” firms

i

Cooperatives
as a percent
of firms

. Four
cooperatives _

Financial
comparison

Percent

Million dollars

540

3,240

642

668 .

960 °
3,768

134
216
253
681

75
.79
106
228

'Figures apply to only 3 firms—data on 4th firm not available,
Data are for 1374.

Tnble 6—Farm cash receipts fromi sale of fruits and vegetablq4speciﬁad years

Farm cash receipts from sale of: Fruits and vegetables

as percent of:

Total
farm All
products crop
: teceipts

Total
© Vege- fruits All
tablest and “crops
vegetables

All farm
product
receipts

Million dollars Percent

1.436
1,683
1,935
2,374
2,826
5,369

2,624
2,959
3,408
3,914
4,728
8,608

12,356
13,523
15,090
17,392
19,636
46,661

28,461
23,490
33,999
- 39,350
49,231
89,563

21.2 .92

219

226
225
24.1

. 184

1.6
10.0
9.9
9.6
9.6

"Includes potatoes, melons, dry beans, and peas.
Includes receipts from sales of tree nuts in Farm Income Statistics for these years,

Source: Farm Income Sieation—July 1965; Fargi Income Situarion—July 1968; Farm Income—July 1971: Srate
Farm Income Siatistics—Aug. 1976.
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cooperaiives have been active in the export market, accounting for about one-third ‘pr all
fruit exported by the United States in'recent years. - . \ﬁ_yﬁ .
" Some of the fruit and vegetable marketing cooperatives handle only one com- I &
modity. Other associations handie a group of related products, such 45 "t‘:it\\rus fruits, while
i others handle a varied assortment of fruit and/or vegetable prodl.ﬁ:-;s. Thus, few have
diversified into handling of other farm or food products. A o
. In 1974-75, 436 fruit and vegetable cooperatives reported net salés oi $2.73 billion

3

(table 7). After deducting an estimated $737 million for marketing and.processing margins
or value added, the remaining $1.99 billion paid 40 farmers was 24.8 percent of total farm
cash receipts from all fruits and vegetables that yeai, This was about the same percentage
as in 1950 but less than in 1965. L . _

In 1950, 951 fruii and vegetabie cooperatives in the United States had net sales of
$702 million. Thus, during the next 25 yecrs the number of these ccoperatives decreased
54 percent but their sales of fruits and vegetables increased 289 percent.

Comparizon of Four Cooperatives and Four Other Firms
With Largest Sales of Fr:ilii'and Vegetables in 1975

Cheractsiistics of Cooperatives

r s
B 4

The processing of fruits and vegetables by cooperatives is a manifestation of verti-
cal integration inasmuch as it allows growers to maintain control over their products one
additional step forward in the marketing channels. Each of the four large fruit and vege-
table cooperatives have welt and favorably known private labels, and ail have well-devel-
oped merchandising programs for their products in national markets. Three of the four
largest cooperatives in 1975 also were the largest in 1970.

The cooperative reporting the largest sales of fruit and vegetables in 1975 was
located on the southern California coast. Approximately 8,000 citrus growers in Cali-
fornia and Arizona are members of the parent organization. These growers also are mem-
bers of about 100 local associations that do the picking, grading, and packing of the fruit,
These locals in turn are members of 20 district exchanges. The cooperative processed
about 40 percent of its citrus volume in 1975. The remainder was sold as fresh fruit,
about three-fourths on domestic markets and one-fourth on export markets. An affiliated
cooperative purchases about $30 million worth of grower supplies and packaging materi-
als each year for members. :

The cooperative ranking second in fruit and vegetable sales was located on the cen-
tral California coast and marketed a total of 15 canned fruit and vegetables in 1975.
However, the raw products for its processing and marketing operations were grown in
widely separated areas. Sweet corn, green beans, and sweet peas were produced by mem-
ber growers in south central Wisconsin. Canning peaches were grown in the Sacramento
Valley of California; tomatoes were produced in the coastal valleys. Canning pears were
grown on California’s north coast, and other fruits and vegetabies were produced in the
Salinas Valley and the vast delta regions of California. The cooperative has a majority
interest in a cooperative can manufacturing plant. :

The cooperative ranking third in fruit and vegetable sales specialized in production
of grapes. It had approximately 2,000 members who produced grapes in seven widely sep-
arated areas of the United States—New York, Pennsylvania, Ohio, Michigan, -Arkansg.‘%,
Missouri, and Washington. The cooperative has a marketing subsidiary which processes

]
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egetables by coopern
the farm level—specified years—19

tives, and their share of the meiket at
50-51 through 1970-71.

Cooperative trinsactions
b

U.S. farm Coop-
cash * eratives

Net
sales of
fruits
and
vegetables?

Esti
Number

coop-
eratives

Less
marketing
margin?

at

value

level

myted receipts share of

from sales market

of frits at farm
and level

' vegetablest

farrn"-'--_:.

Million Percent

dollars
702
722
941
1,432
1,641
2,730

Number

951 15
20
24
25
25

27

L
I,
L

Million dc:;".'{_ars FPercemt

32,624
K
3,408
3919
4,878
2,040

597
578
715
074
231
993

227
19.5
210
274
252
249

'For fiscal years ending between July | 2nd June 30 of
2Alter ¢liminating intercooperative business betwee
includes assembling, handling, washing, grading, packagi

serving farmers. Does neivincjiude charges for value added

*These figures are the “weighted” average (1§,
correspond to the fiscal year indicated for copperative
of 2 and {951 receipts a weight of | in comparing th
July 1, 1950, and June 35, 1951,

In the Farit Income Sttuations for 1950, 1955, and 1960, fry
sales include sales of dry peas and dry - beans. Therefore, 1.
these years are not entitely comparable with data in later years,

‘Number in 1973-74 becayse data for 1974-75 not available,
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and processed fruits end vegetables, the two fi irms, through subsidiaries, were engaged:-in
the operation of cafetenas, contract food services to schools, hospnte‘tls and other institu-
tions; and opérated refrigerated warehouses, banana boats, and tuna | \transports They also

operated a chain of department stores on the West Coast; operated trucking line, and

reel estate holdings in California and Hawaii. )

Operations of the two smaller firms were not nearly as diverse. In addmoﬂ to sell-
ing fresh and. processed fruit and vegetables, they processed meat products, { jperated
several can-manufacturing plants, were involved in a citrus grove operation in F/ onda and
operated a fast food chain. : .

Financisl Comperleone o | / /

" Fruit and Vegetable Sales—The four cooperatlves derxved all their revﬁ nue-from the
' sale of fresh and processed fruits and vegetables in cach of the 4 years (i.able & it was

/’_“x ”."(

leleS—Toululu,nluolfmiﬁmdvegelublu,totalmlsendnetwonhofthefoureoop—
eratives and the four other firms reporting largest sales of fruits and vegetables in specified years

The 1975 operations of two of the four other firms were le'rger ‘and more diver-’
sified. Each reported’.total sales of about $! billion in 1975. In addition to selling fresh __

operated several can-manufacturing plants, manufactured swimniing pool equipment, . |

- were engaged in the sales and distribution ‘of heavy eqmpment In addltlon, they had large

Four Four Cooperatives as
Item and year . cooperatives other firms a percent of
i _ , other firms
Million dollars Percemt
Fruit & vegetables sales ’ :
19€0........ Mapeeneens 368 879 . 419
15 T o 439 11,165 371.7
1970........ ammaares 561 11,634 34.3
1975, it 984 . 2,308 . 426
Total sales : .
960.........0cccnnin, _ 368 . . 977 7.7
B L. S TN ) 439 1,294 339
0........... PO - 561 - - 1,851 30.3
975, iiininans " - 984 . 2,081 319
\  Total asscts ) : RV
PO [ | O . " 143 ' 650 - 20
N 968 keeiiireeniinans . onss 922 20.1
CLA. e 260 : 1,429 _ 18.2
1975, cieneanennen. 481 2,031 o 24.2
Net worth o
1960...........c000 o ]! ' 407 i5.0
(101 82 507 16.2
1970 iveenneennnens . 4 607 , 15.5
1975, it iiienanenas 150 , 8B4 17.0.

In 1960, 1955 and 1970 the fowr proprictary firms broke their total sales down inte only three or four major cate-
gories. Consequently, it was not possible to szgregate fruit and vegetable sales from the sales of other products in a
precise manner. The authors of the 1970 report eeumeted that fruit and \resenble ules aecounted for about 90 percent
of 10tal sales, i
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estimated that sales of fresh and processed fruits and vegétables accounted for about 90
percent of total sales of the four other firms in 1960, 1965, and 1970 but for 75 percent in
1975. : :

The four cooperatives’ combined sales of fruits and vegetables increased by about
167 percent during the 15-year period, 1960 to 1975, compared with 163 percent for the
four proprietary firms. :

Total Sales—The four largest cooperatives® total sales of $984 million in 1975.were
equal to 32 percent of those of the four other firms. This compares to 38 percent in 1960.

Cooperative sales increased 243 percent from 1960 to 1975, while those of the other
firms increased 212 percent.

Net Margins-—The fruit and vegetable cooperatives have no meaningful net margins
on marketing operations. They generally pool growers® products and make periodic pay-
ments to them. These payments, consisting of advances and. final settlement:” after
expenses, 4o not differentiate between product value and income from processing or other
services performed. This provides no basis for comparison with other business firms.

Total Assets—Combined assets of the four cooperatives totaling $491 million were
24 percent of those:of the four other firms in 1975. The assets of the four cooperatives
increased 243 perceiit from 1969 to 1975, compared to an increase of 212 percent for the
four other firms.

Net Worth—Combined net worths of the four cooperatives of $150 million were
equal to 17 percent of the net worths of the four other firms-in 1975. The net worths of
the four cooperatives incraased by 146 percent during the 15-year period, compared to an

increase of 117 perceni for t4e four other firms.

Summary

1. Farmers received $8.6 billion from the sale of fruits and vegetables in 1975; this
was more than three times the amount received by farmers for fruits and vegetables in
1950. Sales of fruits and vegetables accounted for 9.6 percent of all farm sales in 1975
compared to 9.2 percent in 1950. '

Fruits and vegetables are produced to some extent in most areas of the United
States; however, most of these products grown for sale are produced in selected areas of
nine States. \ '

2. In 1975 a total of 436 cooperatives ... fruit and vegctable net sales of $2.7 bil-
lion. After deducting value-added from processing and marketing margins, the cooper-
ative share of the fruits and vegetable market at the farm level was about 25 percent. This
was a slight increase over their share in 1950 and a little less than 1965. -

3. The number of cooperatives marketing fruits and vegetables declined from 951
in 1950 to 436 in 1975, a drop of 54 percent. Dollar volume of products sold, however,
increased almost four times. g

4. The combined fruit and vegetable sales of the four largest cooperatives were
about 43 percent as large as those of the four largest other firms in 1975, This was almost
the same percentage as in 1960.

Total sales of the cooperatives, however, were 32 percent of the four other firms in
1975 compared with 38 percent in [960. These data indicate greater diversification in
operations of the noncooperative firms.

5. The four cooperatives with largest sales of fruits and vegetables had only 24
percent as many assets and 17 percent as large net worth as did the four other firms in
1975. These percentages have changed little since 1960.
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* Milk and Other Dairy Products

Trends In Farm Cash Recelpts
And Industry Oporgllom

Farmers® cash receipts from milk and other dairy products were $9.9 billion in -
1975—almost twice those in 1965 and 2.5 times those in 1950. Such receipts were 11 per-
cent of the total receipts from all farm products in 1975 compared with 13 percent in both
1965 and 1950. Dairy receipts have constituted 23 to 26 percent of total farm receipts
from animal and poultry products during this period. S

~ The dairy industry has changed greatly during the past two decades. The tiend has
been toward large-scale operations by both plants and producers. At the same time, the
number of farms. reporting milk cows and the number of milk cows has declined sharply.
Following record high milk production in 1964, the annual volume declined from 127 bil-
lion pounds to 115 billion pounds—Iess production than in 1950 (table 9).

Dairy herds are becoming larger and the use of labor-saving equipment on farms is
increasing. Since the mid-1950's, there has been an almost complete shift from can to bulk
assembly in most fluid milk markets. The chore of milking has been reduced by use of
pipeline milkers, bulk tanks, and automated feeding and cleaning equipment.

Fluid milk plants are being modernized to-handle large volumes more efficiently.
Distribution has shifted from glass bottles to paper cartons and plastic containers and
from home delivery to wholesale outlets. Food chains are moving into fluid milk pack-
aging, and other wholesale outlets are insisting on milk packaged under their private
labels. With improved roads, both raw milk in buik and packaged milk products can be
readily transported over wider areas.

Manufacturing plants are being modernized to handle larger volumes of milk and
‘cream more efficiently, They are also developing new products and new techniques for
handling existing products. The assembly of non-Grade A milk is being shifted from can
to bulk, permitting delivery to fewer plants. . .

During this period, the number of plants making butter declined 88 percent. Also
the number of plants processing fluid milk products declined 81 percent {table 10).

With fewer plants, the average output per plant has generally increased sharply (ta-
ble 11). Evaporated milk planis were an exception, They made moderate increases in size,
but since the late 1950s have maintained a relatively constant average volume.

Table 9—Farms reporting milk cows, numher of milk cows, volume of milk produced, snd vol-
ume sold to plants and deasiers as whole milk for five-year intervais, 1950 through 1978

Year Farms reporting Milk cows Milk Milk sold to plants
' milk cows on farms! preduction and dealers?

Million Bitlion pounds
22 117 74
21 123 9i
18 123 104
15 124 113
12 [i7 110
11 Its Io

|Average number during year.
. *Milk sold as whole milk.
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Milk at the far\x\ﬁ*\\,is divided into two grades—Grade A and. manufacturing grade.
Grade A milk is producea\*tg\nder strict sanitary conditions of a Grade A milk inspecting
program. While production reuirements for marketing manufacturing grade milk are less
demanding, the trend is towarﬁk@igher standards approaching those of Grade A milk.
Estimates indicate that the_..percent\:f'zg of milk sold to plants and dealers as Grade A. has
increased from 67 percent in 1960 t0\59 percent in 1965, 74 percent in 1970, and 80 per-
cent in 1975. N P

Purchases of Grade A milk by pignts and dealers are #enerally made at prices
according to use made of milk. The highér Class I price is paid for milk used in certain
fluid milk products. A lower price at about ‘the level for manufacturing grade milk is paid
for Grade A milk used in producing manuﬁfgctured milk products (table 12). Generally
farmers are paid a marketwide pocl price bastd on milk utilization.

Since 1962, both producer prices and cash receipts for milk sold to plants and deal-

ers have increased while volume sold has remained within 3 percent of the annual aver-
age, :
- Trends in the value of dairy products shipped by manufacturing establishments has
been generally upward. An exception is butter which fluctuated between 1954 and. 1972
(table [3). The largest dollar increases in products shipped were in fluid milk products
and cheess.

'l

Trends in Cooperative Marketing

: About 550 farmer cooperatives had estimated gross dairy sales of about $9.4 billion
and net sales (after eliminating intercooperative business) of $8.4 billion in 1975 {table-
14). Net sales of dairy products by cooperatives have more than quadrupled since 1950,
when they totaled $1.9 billion.

In 1975 cooperatives’ payments tn producers amounted to about 77 percent of all
farm cash receipts for dairy products. This compares with 48 percent in 1950 (table 14).
- However, as pointed out later, their share of total milk at the plant processing and manu-
facturing level was much smaller. '

Cooperatives handled an increased quantity of raw whole milk, either by physical
receipt or by bargaining transactions, moving up from 58 billion pounds in 1957 to 76 bil-
lion pounds in 1964 and 83 billion pounds in 1973. In terms of share of the market at the
farm level, they handled 59 percent of all milk sold to plants and dealers in 1957, 67 per-
cent in 1964, and 76 percent in 1973. In the Grade A sector, they handle about 81 per-
cent. About 55 percent of the manufacturing grade milk is marketed by cooperatives.

In 1973, almost 63 percent of the milk handied by cooperatives was sold as raw
whole milk to other business corporations. Much of the milk was delivered directly from
farms to the various marke. outlets.

At the olant level, cooperatives share of total processing and manufacturing was 22
percent in 1957, 29 percent in 1964 and 28 percent in 1973. And, their share of the retail
market is less than one percent for any dairy product.

With the shift to bulk assembly of Grade A milk, dairy cocperatives have greatly
expanded supply services to fluid milk plants. They have increasingly assumed
responsibility for handling surplus Grade A, assuring deliveries of high quality milk to
fluid milk plants according to their need, and for directing the movement of milk to mini-
mize milk hauling costs.
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Table 10-~Number of plants processing celected dairy producls between 1950 and 1975

. Year Butter Natural - Evaporaled Nonfat . Fluid milk
cheese! mil.- dry milk - products?
! Number .
1950, ... unrens. 3,060 2,158 122 459 8,195
1955..........0 2,343 1,78% 92 461 6,726
1960........00.0s 1,659 1,419 72, 442 5,328
1965............ 1,152 1,209 59 372 3,743
L) 662 963 42 219 2,215

975, .0icivvinn, 366 839 - 30 153 41,565

1Exciudes full skim American except for 1975,

*Unskimmed, case goods. In 1975 condensed milk plams also included.
3Plants operated by commercial processors.

*Estimated.

Table 11—Average volume of selected products proceued per dairy phnt, 1950, 1955, 1960,
1965, 1970, and 1975 .. 2

Year Butter Nattral Evaporated Nonfat Fluid milk
cheese milk dry milk products!
Thousand pounds
1950............ 453 552 23,627 1,920 4,423
1955.....0000es 590 764 27,445 3,045 6,250
1960 ....vvuans 828 1,401 30,240 _ 4,114 8,810
1965............ 1,148 1,452 - 28,964 5,357 13,696
1970............ 1,828 2,286 28,998 6,595 23,744
1975, ciiiveiinn, 2,688 13,299 130,897 6,543 34,792

|Estimated,

Table 12—Prices paid for specified uses and grades of milk, 3.5 nercent fat basis, and cash
receipts for milk sold to plants and dealers for five-year intervals, 1950 through 1975

Year . Class 1 . Grade A! Manufacturing All milki Cash
' (fluid use) gradei receipts
Dollars per hundredweight Billion doliars
1950 .......... 4,86 4.06 2.85 .59 2.39
(L T 5.19 4.30 2.94 181 3.64
1960... .. besiean 5.48 4.52 .07 4,04 . 437
1965............ 5.3 4.48 321 4.09 4.77
1970............ 6.94 5.92 4.56 5.55 6.30
1975........h - 8.36 7.48 8.59 9.65

V1975 adjusted by butterfat differential based on 92-score butter price, Chicago.
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Table 13—Yalue of product groups shipped by manufacturing establishments—selected years,
1954 through 1972 -

Product group 1954 1958 - 1962 1965 1967 ’ 1972

Million dollars

Créamery butter . : 820 768 836
Cheese, natural

and processed . 1,670 - LI172 1,534
Condensed & cvap- o

orated milk ... : 600 636 791
Dry milk

products 504 549 632
Ice cream and

1,264 1,274
Fluid milk &
related products : 6,603

11,670

Table 14—Nuwnber of dairy cooperatives, sales of dairy products, and cooperative share of
market at farm level—selected years, 1950-75

Cooperative activities U.S. farm  Cooperative
cash re- share of
Fiscal year Cooperatives Less Estimated ceipts from market
marketing Net marketing value at sale of at local
milk & dairy sales? margins? local or dairy level
products! farm level productsé

Number Million Percent Million dollars Percent
dollars

2,072 1,933 L1778 3,719 48
IR L) 2,539 2,310 4,212 35
1,609 3,240 2,916 4,760 61
1,273 3,833 3411 5,037 68
5,442 4,789 6,533 73
8,376 7,287 9,445 7

*Inciudes bargaining associations.

ZAfter eliminating intercr.operative business.

JEstimated handling, processing, and manufacturing margins (value added) incurred by cooperatives directly
serving farmers.

*Cash receipts received for calendar years 1950, 1955, 1960, 1965, 1970, and 1974,

*Preliminary.
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federated organization marketing manufactured products for member cooperatives. In
time it expanded into production of a full line of dairy products, and the processing and
distribution of -a number of other agricultural products and farm supply items. It has
shifted away from purely federated organization to include a large number of direct
farmer members. It was included among the four largest dairy cooperatives throughout
the 1960-75 period.

Characteristics of Other Firms

The same four noncooperative firms had the largest dairy sales in all 4 years con-
sidered—1975, 1970, 1965, and 1960, but they were not in the same order. These four
other firms with largest dairy sales were quite diversified. Estimated 1975 sales of milk
and dairy products accounted for only 39 percent of their total receipts with the range
from about 50 percent to 27 percent among them.

The four firms integrated both horizontally and vertically into other related and
nonrelated businesses. One manufactured various types of food products and marketed
them domestically under four brand names. It also manufactured and distributed alumi-
num cookware, electrical appliances, roller skates, toys, and plastic and glass containers.
It conducted its international operations through subsidiaries in 15 foreign countries.

In addition to manufacturing and distributing a wide variety of food products, a
second dairy firm manufactured and distributed soft drinks, cake mixes, wines, con-
venience foods, snack foods, and detergents. Through various subsidiaries, it operated
- several food distribution centers and rendering plants, and a leather tanning plant. It also
manufactured mobile homes, trailers, luggage, and lawn care and food service equipment.
Its international operations included milk and ice cream plants in 10 foreign countries.

A third firm operated four major divisions: {1} Food, (2) dairy products, (3) chem-
icals, and (4) international, Operations alse were conducted through 24 domestic sub-
sidiaries in 9 States and 46 subsidiaries in 22 foreign countries,

The remaining large dairy firm had three major categories of sales: (1) Dairy prod-
ucts, (2) other food and grocery products, and (3) miscellaneous. The miscellaneous group
included animal feeds, byproducts, containers, and student supplies. It had 1§ domestic
and 51 foreign subsidiaries.

The same firms were in the top four based on dairy sales in 1960, 1965, 1970, and
1975, .

hFlnancIai Comparisons

Dairy Product Sales—In 1975 the combined dairy product sales of the four largest
cooperatives amounted to about $3.2 billion, compared with estimated dairy product sales
of $5.8 billion for the four largest other dairy firms (table 15). Cooperative volume thus
was 55 percent of that of the other firms. This compared with 21 percent in 1960. Howev-
er, much less of the cooperatives® sales were in the processed or manufactured form than
those of the other firms. :

From 1970 to 1975 estimated dairy product sales of the four cooperatives increased
77 percent, while such sales of the four other firms increased about 62 percent. Much of
this'increase can be attributed to the inflation spiral. '

Estimated 1960 dairy product sales for the four other business firms accounted for
about 75 percent of their tota) sales. By 1970, such sales were about 50 percent, and by
1973 they had declined to 39 percent of their total sales due to diversification into other
industries.
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Table 15.—Selected comparisons of four largest coojeratives and four largest othel' businesses
hlndlin; dairy products, 1550-75

Four . Four Cooperatives as a -
1tem and year cooperatives ) other businesses percent of
: : : ' other businesses
[ ‘ " Million dollars - Percemt
Dairy product sales : ' _ '
1960 . ...vivinninnanes 1555 12,613 : 21.2
1965, .. ccvviininenanes 1675 12,890 234
01 RN 11,793 13,604 _ 49.8
1975, iuviiviiiinnnnns 3,197 5,829 54.9
Total sales
1960, .....c..covivunn 584 3,484 16.8
1965, (it 750 ' 4,624 16.2
1970, .o veeeriieniaens ' 2,045 - 1,208 28.4
975 e 3,771 14,991 25.2
Total assets
1960, . coovinvviinannnn 126 1,361 C 9.3
§ 1965, oot 150 2,056 13
i 976, .. 493 3,91 14.5
Y. L . 123 6,044 12.0
8 Net worth .
1960, . . i riieiiinnseae 71 ' 904 7.8
i 1965, . coiiiiiiintns 83 1,315 6.0
1970. ... e neennnrans 214 : _ 2,007 10.6
1975, e 286 3,247 89
‘ 'Dairy product sales of the four largest dairy cooperatives were estimated at 95 percent of total sales in [960,
: 90 percent in 1965 and 87.5 percent in 1970, For the four largest other businesses, dairy product sales were esti-
3 mated at 75 percent of total sales in 1960, 62.5 percent in 1965, and 50 percent of tetal sales in 1970, and 39 per-
cent in 1975,
Although the four large dairy cooperatives are highly specialized in dairy market-
ing, there was some movement toward a more diversified program. Between 1960 and
1975 estimated dairy product sales as a percentage of total saies declined from 95 percent

to 84 percent.

sales largely in nondairy industries, the cooperatives have concentrated on growth through
a restructuring of dairy operations.-

Although the four largest cooperatives operate dairy plants to produce dairy prod-

of their total volume handled. Thus, the value. of dairy products shipped by the four larg-

the value of such shlpvnents by the four other dairy business hrms

Total Safesm-The combined sales of all products of the four largesl cooperatives
were about $3.8 billion which were equal to only 25 percent of the combined volume of

17 percent in 1960,

While the other business firms wnth the largcst dalry business have expanded their

ucts, their sales of raw whole milk to other:business firms is estimated at about two-thirds

est cooperatives from manufacturmg and processing plants +would be about one-fifth of _

the four largest other firms in 1975 (table 15). This compared with 28 percent in 1970 and
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Total Assets—Combined assets of the four largest dairy cooperatives wére $723
million in {975, or only 12 percent as large as those of the four other ﬁrms (tablie 15). The
cooperatives’ assets increased about 47 percent from 1970 to 1975, whlfe those of the four
other dairy firms increased more than 78 percent.

From 1960 through 1965, the four other dairy business firms mcreased their assets
by 51 percent compared with 19 percent for the four large dairy cooperatives. During the
next 5 years, the four other dairy business firms further increased their assets by 65 per-
cent. At the same time, a restructuring of dairy cooperatives created four large
organizations with assets 229 percent greater than those of the four largest cooperatives in
1965, Even so, their 1970 assets were only 14.5 percent of those of the four business firms,
and by 1975 they had declined to 12 percent.

Net Worth—The four cooperatives’ combined net worth of $286 million was only 9
percent of that of the four other firms in 1975 (table 15). Trends in net worth for the four
dairy business firms and the four dairy cooperatives from 1960-7C were similar to their
trends in assets. The increase from 1970 to 1975 was 34 percent for the cooperatives and
61 percent for the noncooperative firms.

The four cooperatives’ net worth was approximately 40 percent of their total assets
in 1975; the net worth to assets ratio of the four noncooperative dairy firms was about 54
percent.

Summary

i. "Milk marketing is unique in that there must be a continuing market for a
dependable flow of product to plants, stores and consumers. The daily (or every other
day) guantities are so small that few farmers can afford a separate milk hauling arrange-
ment. Thus dairy farmers generally find that some degree of cooperation with others is a
marketing necessity.

2. Present technology has rendered many cooperative dairy plants obsolete, A
new cooperative structure is being developed to implement new technology ard more ade-
quateiy serve the market place. Other dairy firms are implementing new technology in a

estructured plant system.

3. Movement of food chains into fluid milk packaging and expanded use of pri-
vate label distribution by others have altered the market outlook of dairy f:rms and
resulted in changes in their marketfing strategies.

4. The large noncooperative dairy firms are moving increasingly into nondairy
industries. Growth of the large dairy cooperatives has been mamly through mergers with
other dairy cooperatives. The resulting cooperative structure is faverable for implementing
new technology and for developing a more efficient milk marketing program.

5. Cooperative expansion into areas formerly served by other dairy firms is the
result of market necees:ty The firms wanted to shut down. Examples include the handling
of surplus milk in many fluid milk markets where expected margins on these operations
were nio longer attractive to other business firms.

6. The major volume of milk processed by dairy cooperatives goes into low mar-
gin products such as butter and powder rather than into fluid milk products and related
items.

7. From 1950 to 1975 the number of farms selling whole milk declined nearly 88
percent, the number of dairy cows declined by nearly 50 percent, and average production
per cow increased by about 95 percent. . :
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8. [Farmers’ cash receipts from the sals-of dairy products increased from $3.7 bil-
lion in 1950 to $9.9 billion in 1975. However, dairy products accounted for only 11 per-
cent of farmers’ total cash receipts from marketings in 1975 compared with 13 percent in
1950.

9. In 1975 dairymen marketed abhout $8.4 billion worth of milk and other dairy
products through some 550 cooperatives. This was equal to about 77 percent of the value
of all milk marketed at the farm level. However, at the plant level in 1973, cooperatives’
share of total milk processed or manufactured was only 28 percent, and their share of the
retail market was less than 1 perceiit for any dairy product.

10. The combined dairy products sales of the four largest dairy cooperatives in
1975 were about 55 percent as large as the combined sales of the four largest other firms
in 1975. The cooperatives sales of processed and manufacturing dairy products were
about one-fifth as large as such sales for the other firms,

Total sales of the four largest cooperatives, however, were only 25 percent as large
as the total sales of the four largest other firms. The latter firms were quite diversified and
handied a wider variety of products; their sales of dairy products accounted for only 39
percent of their total sales compared to 84 percent for the cooperatives.

1l. The four largest cooperatives had only 1'2'“"'-'percent as many assets and 9 per-
cent as large net worths as the four largest other firms handling milk and dairy products.

Poultry and Eggs

Both the production and marketing of broilers or fryers, turkeys, and eggs have
undergone great changes in recent years. '

Trends in Farm Cash Fleceipts
And Industry Operations

Farmers’ cash receipts from the sale of poultry and pouliry products totaled about
$6.6 billion in 1974 (table 16). They accounted for 5 percent of all livestock and livestock
product sales and for 7.4 percent of total sales of ‘all farm products that year. Their rela-
tive position has not changed much since 1950. '

In 1975 farm receipts from such products were: Broilers, $2.9 billion; eggs, $2.8 bil-
lion; turkeys, $794 million; and farm chickens, $104 miliion.

Mearly 3 billion broiler chickzns were produced in this country in 1975, about five
*-times the number produced in 1959, Thirty-three States each produced 500,000 or more
broilers in 1975; however, the five southern States of Arkansas, Georgia, Alabama, Mis-
sissippi, and North Carolina accounted for 62 percent ¢! ihe total production,$

Broiler prices averaged 27.4 cents per pound (live weight basis) in 1950, and aver-
aged 26.3 cents per pound in 1975, only fractionaily lower than in 1950, However, broiler
prices were depressed for many years; average annual prices plummeted below 20 cents
per pound in 1956, and reached an alltime low of 13.3 cents per pound in 1967, The aver-
2ge annual price of broilers did not get above 20 cents per pound again until 1973,

Turkey production has increased dramatically in this country during the past quar-

. *Broiler production did not reach 1 biflion birds per year until 1954 and exceeded 2 billion birds per year for the
first time in 1962. Since 1970 approximately 3 billion birds have been produced each year. -
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ter century: In 1975 more than 124 million turkeys were produced or nearly three times
the number reported in 1950, -~ . . S :

In 1975, 29 States each produced 109,000 or more birds and the five widely sepa-
rated States—Minnesota, California, North Carolina, Texas, and Missouri—accounied
for 57 percent ‘of the total production.’ )

From 1951 through 1960, the average annual price received by producers varied
from a low of 31.4 cents per dozen in 1959 to a high of 47.7 cents per dozen in 1951 and
1953. o o . c
In the following 10-year period, the average-annual prices received for eggs varied
from a low of 31.2 cents per dozen in 1967 to a high of 40 cents in 1969.

In 1973 the average annual price reccived by producers jumped to 52.5 cents per
dozen and remained at about that jevel through 1974 and 1975, .

Vertical integration along with a shift to large productica units characterize the
expansion that has taken place in the poultry industry since 1944). The blueprint for this
integrated production and marketing approach was developed in the broiler industry, and
later adapted to turkey and egg enterprises. . ' : :

Table eggs are produced to some extent in each of the 50 States. Six States—Cali-
fornia, Georgia, Arkansas, 2ennsyivania, Alabama, and North Carolina—accounted for
_more than 4] percent of the 64 billion eggs marketed in 1975.

The number of hens and pullets of ‘iaying age on farms was 340 million in 1950
compared to 277 million in 1975. However, the'_rate of lay increased irom 174 eggs per
hen in 1950 to 232 in 1972.2. . L

In general, these large-scale complexes specialize in production and marketing of
one type of poultry product,.that is, broilers, turkeys, or eggs, but some of the larger con-
glomerate firms have become prominent in all poultry product segments, and some have
entered the food service business. ' _

In 1975 aimost all the broilers and a large proportion of the turkeys and table eggs
marketed in this country were produced by large, integrated production units.

.Trends in Cooperative Marketing

The structure and function of cooperatives handling poultry and eggs changed
materiaily between 1950 and 1975. The majority of cooperatives handling poultry and~
eggs prior to 1950 merely assembled these products from a host of small farm production
units. This assembly function was usually performed ay a sideline of a dairy or feed coop-
erative, and no additional poultry marketing services were performed. ¢

_ Cooperative growth and expansion in the pouitry industry came about through the .
creation of large-scale, integrated production and processing units. These production units
were located within a relatively small area, with a modern-and efficient feed mill at the -
center, and with poultry and/ or egg processing facilities nearby.

The high degree of coordination necessary to realize the economies of scale inherent
in these large‘integrated production and processing complexes was instrumental in shifting
production into new geographical areas. As a consequence of these developments, many

: Fhe average annual price per pound received for turkeys, live weight basis, was about the same in 1975 as it was
in 1950, 34.8 and 32.9 cents per pound, respectively. Turkey prices declined to less than 30 cents per pound (annunsl aver-
age) for the first time in 1954 and contnued.to decline most every year for the next 7 years, reaching 2 low of 18.9 cents
pet pound in 1961 Turkey prices fluctuated sfightly cach yesr for the next 11 years and averaged 21.8 cents per pound for
the period 1962-72. Since 1973 growers have received an annusl average price of 33.7 cents per pound. ’

Although the number of table eggs marketed increased from 52 biflion in 1950 to 62 billion in 1975, the prices
received by egg producers varied to a much greater extent, .
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of the cooperatives that handied poultry and eggs as a sideline in the 1950s and early
1960s did not handle these products in 1975, :

The number of cooperatives handling poultry and eggs declined from 760 in 1950
to 167 in 1975. During the same time span, cooperative sale of poultry and eggs increased
from $263 million to $763 million—a threefold increase (table [7).

After deducting value-added from processing and marketing margins, the cooper-
ative share of the poultry and egg market at the farm level was 8 percent in 1975. There
has been little change in their share of the market since 1950, ‘

Cooperatives’ net sales of these products increased 190 percent while total farm
cash receipts from them increased 137 percent. : '

Comparison of Four Cooperatives and Four Other Firms
With Largest Sales of Poultry and Eggs In 1875

Characteristics of Cooperatives

The four regional cooperatives reposting the largest sales of poultty and eggs in
1975 were all highly integrated and all except one had quite diversified operations. The
same four cooperatives had the largest poultry and egg sales in both 1970 and 1975, and
three of the four also were in the largest group in 1970,

" The association with the largest sales of poultry and eggs has a highly integrated
poultry division which is involved in the production and marketing of some 150 million
broilers a year in the southeastern part of the country. This division contracts with grow-
ers for the production of hatching eggs, chicks, and broilers and then markets dressed
birds in domestic and foreign markets. It operates breeder flocks, 12 hatcheries, 6 feed
mills, and 5 poultry processing plants. The cooperative also contracts with Erowers to
produce pullets and eggs and markets more than 20 miliion dozen eggs a year,

‘The cooperative’s marketing division markets 2 number of other farm products for

members such as peanuts, pecans, soybeans, and other grains. The cooperative’s agricul-
tural services division supplies feed, seed, fertilizer, propane, and general supplies and
equipment to farmers through a system of local affiliated cooperatives and a few retail
branches and dealers. Products marketed for farmers account for about 70 percent of the -
organization’s total sales and farm supplies make up the remainder. This cooperative is a
member and part owner of three interregional cooperatives for procuring supplies and one
for marketing foods. It has two wholly owned subsidiaries—one domestic and one for- -
eign.
The cooperative ranking second in poultry and egg sales specialized in the market-
ing of dressed turkeys processed by its 10 member cooperatives and grower agribusinesses
located in the West and Midwest. This federated organization has approximatelv 70 sales
offices aad/or distributors scattered throughout the United States, and annually markets
about 200 million pounds of dressed turkeys and turkey products. The principal volume
consists of whole-bodied turkeys, but the 1¢ plants of the association’s members alsp pro-
vide ovenready products and one further-processing facility produces institutioné} and
consumer turkey products. .

The third largest cooperative provides diversified arid integrated services for farmers
in the South. It contracts for the production of breedey flocks, hatching eggs, broilers,
and commercial eggs. It processes and markets the broilers and eggs in domestic and
internaticnal markets. Sales of these products account for about one-third of its total vol-
ume. The association operates three hatcheries, three pouitry processing plants, five egg
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Tzhle 16 -'-Fam;: cash receipts from the sale of poultry and poultry products—selected years,
- 1950 to 1975

Percent of poultry and
egg sales of:

il

Cash receipts from sale of:

Total All
Year Farm  poultry livestock  All Al live- All farm
Broilers  Turkeys chickens  and and farm  stock and products
eggs  livestock products livestock  sales
products product
sales

Million

dollars
266 1,579 413 2,791 16,108 28,512 17.3 9.8
326 1777 226 317 15,967 25,556 9.9 0.8
n 1,738 105 3228 18,9309 4,184 17.1 9.5
421 1,788 86 3,513 21,958 39,350 16.0 8.9
492 2,169 104 4,227 29595 49,231 4.3 B.6
794 2,791 104 6,584 42,902 89,563 15.3 7.4

Percent

Source: Data for [950, 1955, and 1960 were obtained from Agricultural Statistics, 1972. Data for 1965-1970, and
1975 were obtained from Farm Income Statistics, 1968-1971, and 1976.

Table 17—Sales of poultry and poultry products by cooperatives and cooperative share of

market at farm level—selected years, 1950 to 1975

Cooperative activities U.S. farm Coop-
cash erative
Coop- Estimated receipts share of
eratives Nezt Less value at from sale market
handling sales? marketing farm of poultry at farm
poultry ' margins? leve  and poultry level
and cggs products?

Number Million Percens Miliion dollars Percem.
“dollars

1950-51 760 263 15 224 2,839 79
1955-56 662 351 18 288 3,224 8.9
424 p2 ] 322 3,292 9.8
438 26 324 3513 9.2
600 28 432 4,303 10.0
763 28 549 6,739 81

'For fiscal years ending between Ju!y | and June 30 of the foliowing year.

2After ¢liminating intercooperative business.

*Includes handling and processing costs incurred by cooperatives directly serving farmers,

*Estimated amount received by farmers for poultry and eggs sold to cooperatives.

*Average of cash receipts received in the two calendar years which correspend to fiscal years indicated for
cooperatives. ' :

*Number in 1973.74; data for 1974-75 not available.




handling plants, and cight feed mills. It also markets rice and soybians for farmers and
supplies a large volume of farm production supplies and equipment to its-member iocal
tooperatives, It has three subsidiaries and is gz member of four interregional supply or
- marketing cooperatives, .

products and providing farm supplies for member
cooperatives in the North Central States. It
75 to 90 million turkeys and from 18§ i
system of turkey production-mark
hatcheries, poults,
processing,

Characterlaﬂcs of Other Firms

The poultry and €88 operations of the four other
and ail but one of these fi
the four firms in 1975 also w
1970. One, however, had become a part of a large conglomerate.
argest of the four other firms was a holdiqg company and conducted all bus;-

ness through five wholly owned subsidiaries, or divisions, Ranked by order of sales, the
five divisions were: Food products, i il products ang chemicals, petroleum prod-
foundation garments, The food products

and the division’s poultry

also a conglomerate and conducted its operations

through [0 wholly owned subsidiaries. Its business operations were divided into three

major groups or divisions——poultry products, flour and bakery supplies, and animal feed

and pet food, Poultry was the largest of the three divisions and accounted for 55 percent
of total sales in 975,

and marketing of

wholly owned sub-

ed its sales under foyur major headings: Flour and prepared
and other consumer food products.
ent of this firm’s total sales in 1975.
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combined pouitry sales of $1 billion reported by the four investor-owned firms {tab_lc 18).
This was a substantial decline from their relative position in 1973. . :

Total Sales—Total sales of the four cooperatives reporting the largest sales of poul-
try and eggs in 1975 were about $2.2 billion, or slightly more than 37 petcent of the total
sales of the four proprietary firms, - - :

Net Margins—The four cooperatives reported combined net margins of $65 million
in 1975, equal to 36.5 percent of those realized by the four other firms. This would indi-
cate a rate of return on cooperative sales of 2.9 percent, and a rate of return on total
assets of approximately 9 percent.? - : :

The four noncooperative ﬁrms"reported combined ﬁet margins of $178 million in
1975 which meant a return on sales of 3 percent, and a return on total assets of 15.4 per-
cent. ’ __ .
Total Assets—The four cooperatives had combined assets of $724 million 1975, |,
equal to 63 percent of those of the four other firms. ' '

Net -Worth—The four cooperatives had a combined net worth of $286 million in
1975. This was about 48 percent of the combined net worth. of the four other firms,

Summary | - P

e

- : it |
1. Farm receipts from poultry and eggs were about $6.8 billion in 1975, equal to
15 percent of all farm receipts from livesto( -} dairy, and poultry, and 7 percent of receipts

°Net margins before payment of State andFederal ingome. taxes.

Table 18—Selected comparisons of four cooperatives and four other firms reporting largest
: sales of poultry and poultry products in fiscal 1973 and 1975

Four Four Cooperatives as a
Item and year cooperatives other firms percent of
other firms
Million dollars Percemt
Poultry sales!
1973, i viieiiiiiiis, 351 524 61.0
975, s 521 1,032 50.5
Total sales )
1973, i L7 : 5.210 329
15" 7. T 2,227 5,951 . 374
Net margins? .
97 . 4 141 24.1
S T 65 178 36.5
Total assets '
1973, 0.ciinaene, weanrs 536 1,415 379
3" 7 1 S 724 1,158 62.5
Net worth '
I 218 644 : 38
975 e, 286 600 47.7

*Such sales totaled $123 million in 1960, $152 million in 1965, and $228 million. in 1970 Similar data on other
firms were not available, :
2Before payment of income taxes.
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from all farm products. Broiler receipts totaled $2.9 billion, eggs were $2.8 billion, and
turkeys $794 million. _

The relative percentage of these products since 1950 has changed very little. ST

2. A total of 167 cooperatives had net saies of $762.million from poultry and eggs B
in 1975, After deducting value-added from processing and marketing margins, the cooper- e
atives’ share of the farm market was 8 percent. This figure was 8 percent in 1950 and 10
percent in 1970, '

3. Poultry and egg sales of the four largest cooperatives amounted to about $521
million in 1975, this was about 5! percent of the combined poultry and egg sales of the
four largest noncooperative firms in this business. This was a substantial decline from
théir relative position in 1973,

Tetal sales of all products by the four cooperatives were about 37 percent of that of
the other firms. ) e

4. Combined net margins (before income taxes) of the four cooperatives were 37
percent of the net income of the four other firms, :

_ 9. Total assets of the four largest cooperatives in 1975 were. equal to 63 percent
anltheir net worth was 48 percent of that of the four other firms.

Commercial Feeds

Trends in Industry Operations
Lo And Farm Expenditures

Farmers spend more each vear for feed than they do for any other farm supply
item. In 1975, their expenditures were $12.9 billion; this was nearly four times the amount
spent for feed in 1950. Feed purchases in. 1975 accounted for approximately 25 peicent of
current farm operating expenses and for about 17 percent .of total production expenses
(table 19). In addition to these outright purchases of feed, a number of feed manu-
facturers and commercial feedlot operators manufactured substantial quantities of feed for
feeding their own animals and animals fed on a contract arrangement for others.

A study conducted by USDA in 1969 indicated there were about 7,300 firms in the
United States that produced 1,000 or more tons of feed per year. These establishments
produced nearly 94 million tons of feed in 1969. The, researchers conducting the study
estimated that possibly two thirds of this production—43 million tons—entered commer-
cial marketing channels. )

Some feed manufacturing firms specialize in;‘the production of complete formula
feeds that consist of ground grains, mill byprodugts, and the necessary amounts of pro- P
teins, minerals, and vitamins. Complete feeds are widely used in the grain deficit areas for :
feeding dairy cows, and almost entirely in the production of broilers, turkeys, and eggs.

Other mills—located primarily in the Midwest and South—specialize in the produc-
tion of protein supplements—soybean, linseed, and cottonseed oilmeals. These meals—
high in protein content—are intended to be used as a supplement to grain. They are usu-
ally mixed with ground grain before feeding to animals.

Rather significant changes have occurred in the feed-manufacturing industry in

recent years. These changes are all interrelated and it is difficult to say precisely ‘which
was cause and which was effect.
Among the many changes has been the shift in the location of mills. i was due : S
largely to changes in the milling-in-transit privileges and changes in transportation rates; 3 e
S decentralization from large terminal continuous line-mix mills to smalier regional batch- : ]
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Table 19—Farmers cash expenditures for livestock and poultry feeds—selscted years, 1950 through 1974

Casiy Percent feed purchases were of:

Calendar expenditures for :
livestock and Current farm Total

poultry feeds operating expenses production expenses

Million dollars Percent

3,283 229 16.9
1,880 249 17.7
4,923 26.0 18.7
5,749 26.6 18.6
7,068 25.3 17.3
12,902 25.1 17.1

Source: Farm Income Situation, July 1968; and State Farm income Statistics, August 1976,

mix mills; preparation of more complete formula feeds containing drugs, minerals, and
vitamins; delivery of an increasing proportion of the-fegd in bulk; manufacture of feed by
firms which are also engaged in the contract production of broilers, turkeys, and eggs;
manufacture of feed by operators of cattle feedlots; operation of feed mills by grain mar-
keting firms in grain producing areas; and diversification into other lines of business by
some of the large, well-known feed milling companies. .
In recent years, many firms have shifted their feed manufacturing operations to
grain deficit areas in response to the development of large broiler and/or layer operations
in the area. As a result, an increasing proportion of the poultry feed is being produced in
relatively small mills, and delivered in bulk, direct from mill to farm, in quantltles of 20
tons or more.
The shift of the feed manufacturing industry to the South and West is an example
of decentralization on the one hand and an attempt to become better oriented with
demand on the other. Traditionally, flour mills, terminal elevators, and feed manu-
facturing establishments were located in grain surplus areas and cities with good trans-
portation facilities, that is, St. Louis, Cincinnati, and Chicago. For many years, the large
terminal mills located in such cities manufactured most of the complete formula feeds
sconsumed in the Northeastern and Southeastern States.
" Since World War II-—and particularly since 1960—many feed manufacturing
organizations have diversified to such an extent that the sale of manufactured feeds is no
longer their major source of income.

Trends In Cooperative Qverations

The number of loca! cooperatives handling feed has decreased slightly almost every
year since 1950. Nevertheless, their net feed saies in 1975 were nearly four times as great
as they were in 1950 (table 20).

Feed sales of cooperatives to farmers amounted to’ $2 6 billion in 1974-75. This was
18.4 percent of the total expenditures all farmers made for feed that year. This was about
the same share of the feed market cooperatives had in 1950 when their feed-sales were
$676 million. :




Table 10~Sales of feed by farmer cooperatives and their share of the feed market-—selected
Years, 1950 10 1975

Caoperative activities
Total Coop-
Less esti- Estimated cash cratives
Number mated sales coop- farm share
coop- Net for nonfarm erative expenditures of
eratives sales? use & sales feed sales for feed
handling to other to feed? market
firms farmers

Number Million Percent Million dollars Percent
dollars

4,707 683 Lo 676 374 . 182
4,402. 774 Lo 766 3887 7 197
4,412 890 Lo 881 5,022 17.5
4,301 1,057 1.0 1,046 6,037 17.3
4,078 1,321 1.0 1,308 7,579 17.3

2,587 L0 2,561 13,902 18.4

'For fiscal years ending between July ! and June 30 of following year.

*Excludes intercooperative business.

JAverage expenditures during the two calendar years which corresgord to the fiscal year indicated for Cooperatives,
" *Number cooperatives handling feed in 1973.74, Number handling feed in (974-75 not available,

Source: Farm Income Situation,

Comparison of Four Cooperatives and Four Other Firms
With Largest Feed Sales in 1975

Characteristics of Cooperatives

The operations of the four regional cooperatives reporting the largest sales of feeq
5 were quite diversified and highly integrated. Three of the four largest in 1975 were
n that bracket in {970, The same four were largest in 1970 and 1965, but only one of
the 1970 group was in the top four in 1960,
The cooperativ
States, and had five

k

percent; other farm supplies, 21 percent; and marketing operations, 20 percent.
. The regional cooperative reporting the second la
ted the major portion of its busines
Wwas affiliated with several other co
factured, processed, or purchased ypes of supplies used on a modern farm
€xcept heavy field machinery. It also marketed several products for patrons. The relative
importance of this regional’s maj
of total sales; petroleum pro 3
percent; and other farm supplies, 7 percent.
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The regional cooperative with the third largest sales of feed in 1975 served a seven-

State area in the Midwest, and had several subsidiaries engaged in marketing and supply

operations. Through its local member associations, this regiona! provided its patrons with
all the major farm supplies and marketed a wide variety of farm products. Sales of farm
supplies accounted for 26 percent of the association’s total sales in 1975; feed accounted
for 11 percent and other farm Supplies for 15 percent. Sales of farm products for
patrons—dairy ‘products, eggs, turkeys, and soybeans—accounted for the remaining 76
percent of sales.. :

The regional ‘cooperative reporting the fourth largest sales of feed in 1975 conduc-
ted the major portion of its business in five Southeastern States. The association had two
wholly owned subsidiaries. This association sold farm supplies to farmers through about
140 local cooperatives; it also marketed a wide variety of farm produets for patrons. The
relative importance of this association’s major sources of revenue in 1975 was as follows:
Marketing operations, 78 percent of sales; feed, 11 percent; and other farm supplies, 11
percent. o

Characteristics of Other Feed Firms

The operations of the four proprietary firms reporting the largest feed sales in 1975
were completely integrated and highly diversified. Three of these firms were also the larg-
est in 1970. The same four were largest in 1970, 1965, and 1960,

The firm reporting the largest sales of feed in 1975 operated 60 feed manufacturing
plants in the United States and 58 in foreign countries, 3 health food plants, 3 dairy food
plants; 18 pet food plants—I2 in the United States and 3 abroad; and 5 plants for the
production of protein foods. The firm also operated 3 hog breeding farms, 3 silo manu-
facturing plants, 7 grain elevators, and 9 soybean processing plants.

This firm also operated 10 poultry processing plants—2 in the United States and 8
abroad; 9 poultry breeder farms and 3 broiler farms in 8 foreign countries; and 14 poultry
hatcheries—3 in this country and 11 abroad. In addition, the firm operated 3 can manu-
facturing plants and had facilities for the production of mushrooms. The firm also oper-
ates a chain of 804 “fast food” restaurants and a chain of 55 “table cloth” restaurants.
The firm has four subsidiaries—one in the United States and three abroad. The 1975 sales
of this firm were broken down into four broad major groups: Animal and poultry feeds
accounted for 36 percent of total sales; consumer products for 29 percent; international
operations for 25 percent; and restaurants operations for 10 percent. i

The operations of the firm with the second largest feed sales were considerably less
diversified. This firm operated 39 feedmills—28 in the United States and !l abroad; and
had 9 soybean processing plants—8 in the Midwest and | abroad. It operated 12 poultry
and food processing establishments in the Midwest and in the South, and had 28 grain
elevators in the Midwest. It also had 38 U.S. subsidiaries and 29 foreign subsidiaries. This
firm’s 1975 sales were broken down into five broad groups. Sales of livestock and poultry
feed accounted for approximately 25 percent of total sales; refined soybean oil and pro-
cessed foods for 16 percent; soybean meal and unrefined soybean oil for 24 percent; grain
merchandising for 26 percen:; and poultry operations for 9 percent.

The firm reporting the third largest feed sales operated 36 mills and/or food plants
in the United States and 4 in Canada in 1975. This firm also had 20 subsidiary plants in
foreign countries. The firm’s sales in 1975 were broken down into six major catorgories:
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Domestic grocery sales, 37 percent of tota! sales; toys and recreational products, 17 per-
cent; animal and poultry feeds, 16 percent; international grocery sales, 16 percent; chem-
ical products, 7 percent; and restaurant operations, 7 percent.

The firm ranking fourth in feed sales in 1975 also conducted a diversified oper-
ation. It operated 17 feedmills in 11 States; and 28 dairy plants for the processing and
manufacture of evaporated milk, ice cream, and instant dairy products. It had $ fruit and
vegetable canning plants, 7 plants for the manufacture of pet foods, and 13 facilities for
the manufacture of tin cans and other containers. In addition, this firm processed pota-
toes at three facilities; manufactured “special purpose” paper and operated 21 plants for
the manufacture of student supplies. The firm had 18 domestic subsidiaries in 6 States,
and 51 subsidiaries in 25 foreign countries. This firm broke its 1975 sales down as follows:
Animal and poultry feeds accounted for about 10 percent of total sales; dairy products for
44 percent; food and grocery department for 38 percent; and miscellaneous products for 8
percent.

The four cooperatives and the four noncooperative firms have all undergone an
extensive amount of diversification and integration since 1960, However, on the basis of
their 1975 operations, the four noncooperative firms have moved further into diver-
sification and integration than the four cooperatives.

Financial Comparisons

Feed Sales—Feed sales of the four cooperatives in 1975 were one-third as great as
feed sales of the four other firms (table 21). The feed sales of the four cooperatives tripled
between 1960 and 1975. The four other firms did not break their total sales down by
major departments in their annual reports of 1960, 1965, and 1970. Consequently, it is not
possible to compare the feed sales of the four cooperatives and four noncooperative firms
for the above time periods.

Total Sales—Total sales of the four cooperatives amounted to about 57 percent of
the other firms' sales in 1975. Total sales of the four cooperatives increased nearly 13

times from 1960 to 1975. Total sales of the four other firms increased less than seven’

times during the same period.

Net Margins (Before taxes)—In 1975 the net margins of the top four cooperatives
were nearly two-thirds as great as those of the four noncooperative firms (table 21). The
combined net margins of the four cooperatives increased nearly 19 times during the 13-
year period, 1960 to 1975, During the same time the net margins of the four non-
cooperative firms increased slighly more than six times.

Total Assets—In 1975 the combined assets of the four cooperatives were about 60
percent as great as the assets of the four other firms. The assets of the four cooperatives
increased at a much faster rate than the assets of the four noncooperative firms. The com-
bined assets of the four cooperatives were nearly nine times as great in 1975 as they were
in 1960. The combined assets of the four other firms increased nearly five times during
the same period. :

Net Worth—The combined net worth of the four cooperatives was equal to
approximately 38 percent of the combined net worth of the four other firms in 1975. The
combined net worth of the four cooperatives increased nearly four times during the 15-
year period 1960 to 1975. The combined net worth of the four noncooperative firms
increased slightly more than five times during the same period.
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Takle 21—Selecled'-“éomplrison of four cooperatives and four other firms reporting largest
sales of feed in specified time periods

Four ) Four - Cooperatives as a

Item and year cooperatives other firms ~ percent of
other firms

Million dollars Percent

Feed sales

'Before payment of income taxes.

Suramary

1. Major changes have occurred in the commercial feed industry during the past
25 years. Among the more far-reaching changes have been intepration and diversification
in the operations of most of the larger feed manufacturers, decentralization and auto-
mation of the feed mills, and delivery of an inc;easing proportion of the feed in bulk,

2. Farmers’ expenditures for feed increased nearly four times during the quarter
century 1950 to 1975. Feed purchases were and still are the largest single production
expense, accounting for 17 to 19 percent of farmers’ cash expenditures in each of the five
time periods.

3. Farmers bought about $2.6 billion worth of feed through 3,744 cooperatives in
1974-75. The cooperatives sold 18.4 percent of all commercial feeds farmers bought in
1974-75—tte same share of the market as in 1950-51.

4. The four top cooperatives in feed had combined feed sales equal to about 34
percent of the feed sales of the top four other firms in 1975,
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5. '1n comparing total _operations of the tw'O groups, the top four cooperatives had
57 percent as large total sales;"65 percent as much net margins, 6{i percent as many assets,
and a net worth 38 pes reent as large as the top four/ ther firms in 1975.

6. Since 1960 the top four cooperatwes ave shown greater growth in sales, het
.. margins, and net wortl than the top four other firms, but have declined in percentage
». growth and net worth. : t

. Fertilizer an\“o‘;‘:L!g__!_e | |
~ Trends in Industry Operations and Farm Expenditures

i

Expenditures for commercial fertilizer and lime {onstitute one of the major farm .
production costs. In 1975, farmers in the United States: spent about $6.8 billion for fertil-
izer and lime (table 22). This was about 53 percent as great as their expendltures for feed,
but it was about the same as they spent for hired labor, and for the repair and operation
of capttal items. =

The tonnage of fertilizer used in the United States has incre ased rather consistently
each year since 1940. Annual sales of fertilizer exceeded 10 million tons for the first time
in 1942, 20 million tons in 1951, and 40 million tons in 1971. Fertilizer consuimption con-
tinued to increase each year durmg the early 1970s—from 39.6 million tons of product in
1970 to 47.1 million tons in 1974, However, in 1975 fertilizer usage in this country ‘
declined fo 42.5 million tons—the first drop in fertilizer consumptton in more than 20'-'"'
years. 10 i

By April [976, the price of nitrogen fertilizers had decllncd nearly 40 percent and
the cutlook for grain prices had improved. Under these ntore favorable conditions, fertil-
izer consumption continued its upward trend reaching an alltime high of more than 49
million tons by mid-1976.

Sales of mixed fertilizers- and direct application materials did not increase at the
samne rate from i960 to 1975, Sales of mixed fertilizer were about 50 percent greater than
sales of direct application materials in 1960. By 1975, sales of the two types of femllzer
were about equal.

The consumption of all types of fertilizer increased about 90 percent from 1960 to
1974 (the peak year until 1976). However, diring the same time, the consumption of the
threz primary plant nutrients increased by more than 214 times—from 2.5 million to 9.3
mil Mlion tons. This phenomenal increase in plant nutrients was due priraarily to the =
increasing populanty of direct apphcatlon materials’! and the use of higher analys1s mixed
fertlltzers

In recent years there has been a considerable change with respect to the geographic
areas of heaviest fertilizer use. Historically, the South Atlantic Regmn has been the heav-
iest user of commercial fertilizers. In 1960, shghtly more commerciil fertilizers were used
in the South Atlan®i:s Region than were used in the Corn Belt States—6.1 million tons

- and 5.2 million tons, respectively. By 1975, consumption had increased to 7.2 million tons
in the South Atlantic Region, but sales had increased to 11.4 niillion tons in the Corn
Belt States.12 -

1 I

“’Tl\e decrease in fertilizer consumption in 1975 was due primarily to two factors: ([} An unusually sharp i7. . FBse
in the pr.ce of nitrogen fertilizers in the spring of 1975; and (2} the prospect of much lower prices for wheat and feed grains.

# “Anhydrols ammonia is one of the principal components of the direct application materizls. Due to its increasing
popularity and fts high nitrogen content—82 percent—the use of nitrogen has increased more rapidly than either of the
other two primary plant nutrients.

The South Atlantic Region is comprised of gight States—Deleware, Maryland, West Vlrglnm Vu-gmu Norh .
Carolina, South Caralina, Georgit, and Florida, The Corn Belt States inciude Ohio. Indiana. Ilinois, Towu. and Missouri,




Table 22—Farmers expenditures for fertilizer and lime—selected years, 1950 to 1975

Cash Percent fertilizer and lime purchase were of:
Calendar expenditures
* for fertitizer Current farm Total produgtion

and limg operating expenses expenses

Million dollars Percent
975 . 68 . 590
1,185 76 . 5.4
| 1,315 6.9 . 50
1,754 8.1 ' 5.7
2,097 7.5 5.1
6,847 133 9.1

Source; Farm Income, USDA, ERS, July 1971; and Srate Farm Income Sraristics, USDA, ERS, August 1976,

In addition, the fertilizer industry has experienced some drastic changes in structure
and ownership during the past two decades. Until the late 1950s, there were basic produc-
ers for each of the three primary nutrients. These producers sold their respective products
to regional fertilizer companies that in turn used some of the primary nutrients to pro-
duce mixed fertilizers and handled the remainder as straight materials. Both the mixed
fertilizers and straight materials were eventually sold to independent dealers.

The increasing sales of fertilizer in the U nited States, the prospect of large export

sales under government aid programs, and the high margins realized on liquid nitrogen

sales combined to attract the attention of other firms,

By the late 1950s, several major oil companies were already producing anhydrous
ammonia as a byproduct of their petroleum operations. And seeking diversification, a
number of these firms began to branch out into other phases of the fertilizer industry.
Five oil companies acquired phosphate deposits in Florida, and two others leased potash
reserves in Canada. Moreover, two major producers of sulphur moved into phesphate
production by acquiring reserves in Florida and South Carolina. Py 1967, not iess than a
dozen petroleum companies were basic producers of two of the three primary plant nutri-
ents.

At the same time the well-financed oil companiss were getting into the fertilizer
business, four of the major old-line fertilizer companies were expanding. As a result, the
capacity of the phosphate rock mines jumped from 20 to 39 million tons between 1963
and 1968; anhydrous ammonia capacity soared from 5.1 million to 12.1 million tons; and
potash capacity in North America—primarily Canada—jumped from 3.5 million tons in
1963 to 9.6 million tons in 1968,

Although domestic consumption of fertilizer continued to increase at an average
annual rate of about 7 percent, foreign sales were only a fraction of those anticipated.
This resulted in boih excess manufacturing capacity and the overproduction of many fer-
tilizer products, As a consequence, there was a drastic drop in the price of nitrogen fertil-
izers and a substantial decline in the prices of phosphate, potash, and mixed fertilizers in
1968 and 1969,

Several of the older and less efficient plants were closed and the supply and
demand for many fertilizer products came into better bhalance by 1970. As a result, the
prices of most major types of fertilizer had improved by 1971, Following the low fertilizer
prices of the late 1960s, international fertilizer prices began to climb in late 1971, By
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October 1973, world prices for triple superphosphate and urea had tripled from their pre-
viously depressed prices.

Meanwhile, in the United States, government price controls were imposed in
August 1971 and fertilizer prices remained low and stable while the differentials between
United States and world fertilizer prices widened by the day. The net result was that U.S.
exports of nitrogen and phosphate begun to climb rapidly by the fall of 1973. In two
years, U.S. net exports had moic than tripled for nitrogen fertilizérs and doubled for
phosphate products.

With U.S. farm cash receipts at record levels in both 1973 and 1974, and the decon-
trol of U.S. fertilizer prices in October 1973, U.S. farmers thivreafter were able to compete
effectively on the world marketfor available fertilizer supplies. As a result of this
increased demand for fertilizer, limited supplies, and increased energy costs due to the
1973 intérnational oil embargo, fertilizer prices reached an alltime high in April 1975,

Trends in Cooperative Operations

The number of cooperatives handling fertilizer increased rather consistenily for
many years and reached a high of 4,363 in 1965. Since that time, the number of cooper-
atives handling fertilizer has declined by rouglily 11 percent. _

Fertilizer sales of cooperatives increased from $154 million in 1950 to $1.9 billion in
1975—an increase of more than 12 times in 25 years (table 23). ' '

In 1975, cooperatives had about 30 percent of the fertilizer market, compared with
26 percent in 1960 and 15 percent in 1950

Cooperatives have made considerable progress in integrating their fertilizer oper-
ations during the past 25 years. As late as 1950, cooperatives operated severa! dry mixing

Table 23—Sales of fertilizer and lime by farmer cooperatives and their share of the market—
selected vears, 1950 to 1975

Cooperative activities Cash
expenditures Coop-
Net Less sales for ferti- eratives
sales to other Estimated lizer and . share
Number of firms sales lime by ooof
handling fertilizer and Lo all farmers rmarket
and nonfarm farmars in the
lime uses h - Usa2

Number Million Percent Million doliars Percent
collars

1950-5T......... 3,521 154 51 1,020 14.8
4,011 261 256 LI176 218
4,276 Jol 354 1,344 : 26.3
4,363 562 551 £.853 29.7
4,134 762 47 2,512 29.7
13,865 1913 1,875 6,335 29.6

'For fiscal years ending between July | and June 30, of following year. - :
*Average expenditures during the two calendar vears which correspond to the fiscal year indicated for cooperatives,
‘Number handling fertilizer in fiscal 1973-74—Data for 1974-75 not available,

Source: Farm Income Staiistics, USDA, ERS, July 1975,




plants as well as a small rumber of plants for producing normai superphosphate. These
operations have ‘been replaced for the most part by many smaller bulk blending plants,
-and plants for the production of concentrated superphosphates and liquid nitrogen.

As of January 1, 1975, the Tennessee Valley Authority (TVA) listed cooperatives as
having the following facilities for the production of nitrogen fertilizer: 15 anhydrous
ammonia plants, 9 urea plants, and 6 ammonium nitrate plants. They listed the cooper-
atives as having the following facilities for the manufacture of phosphate fert"i!izers;,,{&\
plants for the production of “wet process” phosphoric acid, 3 plants for producing con-"-
centrated superphosphates, and 3 plants for producing ammonium-phosphates. = -

TVA listed only one cooperative as producing potash. This operation was in New
Mexico and .went on line in 1975. However, a large interregional cooperative—which is

~owned by 19 member regional associations—has a financial interest in a iarge potash
mire in Canada. Through this role it has been able to provide its member cooperatives
with most of their potash needs. .

" Some of the large fertilizer manufacturing plants are owned by individual regional
cooperatives. Other facilities are owned and operated by the large interregional cooper-
atives mentioned above. _ : _

The designed capacities of cooperatives’ anhydrons ammonia, wet process-phos-
phoric acid, and potash plants, as well as cooperatives’ share of such. capacities, are

shown in table 24. ) S i

Comparison of Four COOperallire_g._.aﬁd F;s__)_ur Other Firms
With the Largest Sales of Fertilizer in 1 975

Characteristics of Cooperatives
Three of the four largest cooperatives handling fertilizer in 1975 were also the larg-
est in 1970. Otlly two of the largest handlers in 1970 were in the top four in 965 and

1960. . . ' '
Operations of the cooperative with the largest sales of fertilizer in 1975 were weli

diversified and integrated for serving a large number of member local cooperatives in the
Midwest. The relative importance of the association’s five prinicpal lines of business were
as follows: (1) Fertilizer sales accounted for 34 percent of its total revenue, (2) petroleum
for 31 percent, (3) animal feeds for 10 perceit, (4) other farm supplies and services for 7
percent, and (5) the marketing of farm products for the remaining 18 percent. In 1975 the
association produced roughly 45 percent of the fertilizer materials it provided for its mem-
ber-patrons. It owned and operated 5 anhydrous ammonia plants; 1 phosphoric acid
plant; ] plant for the manufacture of concentrated superphosphates; 3 ammonium nitrate
plants; and 4 plants for the production of urea. The association has a number of sub-
sidiaries and also is a member-owner of 12 interregional cooperatives.

The cooperative with the second largest fertilizer sales specializes in the manu-
facturing, processing, and purchasing of fertilizer materials for its member regional coop-
eratives. In 1975 this interregional association owned and/or operated 4 anhydrous
ammonia plants,'2 ammonia nitrate plants, 2 urea plants, 1 large phosphate mine com-
plex, 2 phosphoric acid-plants, 2 ammonium phosphate plants, and 2 plants for the pro-
duction of concentrated superphosphate. It produces more than half of the Tertilizer it ™
sells. This association has ._;-_’:’10 subsidiaries. However, it has a minority interest in a potash
mine and a nitroggn fertilizer plant in Canada. And it is a member of an interregional
coopetative that owns-and operates a barge line on the Mississippi.River. '

The cooperative ranking third in fertilizer sales; ‘provided manufacturing and whole-




Table 24—Designed snnusl capacity of industry and cooperative anhydrous ammonis, wet:drocess
p!:ocphoric acid, and potash plants—and cooperstive share of rated upaclty—
selected years, 1950 to 19751

Capacity on January 3L, 1976;

Industry Cooperatives Cooperative
“share

Percent
Anhydrous Ammonia

Wet Process Phosphoric
Acid (P20 )

Patash {K5 Q) (U.S.
and Canada)

2,700
4,695
11,200
11,704

i Annual plam capacmes are based on 340 days per year of operation.
Source: FCS, Rescarch Report No. 24, Cooperative Fertilizer Marketing and Manufaciuriing, 1939 rkrough 1970;
and Fertilizer Trends, 1976 TVA, pp. 3541 for 1975.

sale supply services to local member conperatives in three States of the Upper Midwest.
Sales in fiscal 1975 were listed under ﬁ\ve major headings: (1) Agricultural fertilizer, herbi-
cides, and insecticides accounted for 4? percent of total sales (2) petroieum products for
32 percent, (3) animal feeds for I percent, {4) the farm and home division for 7 percent,
and (5) the seed division for 3 perceiit. The association has three wholly owned sub-
sidiaries and it is a member of five interregional: f,ooperalwcs, one of which is engaged in
fertilizer manufacture.

The regional cooperative ranking number four in fertilizer sales manufactures and
distributes only fertilizer for member farmers and local cooperatives in the Gulf Coast
and Southeastern States. In 1975 the association owned and operated two anhydrous
ammonia plants, one ammonium nitrate plant, one urea plant, one phosphoric acid plant,
a concentrated superphosphate plant, and began producing potash in the Carlsbad, N.M.,
area in late 1975. This association kas no subsidiaries and was not 2 member of an inter-
regional cooperative in 1975, :

Characteristics of Other Firms L
“7i%  The four noncooperative firms with the largest sales Df agncu!tural fert:hzers in
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19"5 were difficult to determine because these. flrms manufactured and/or handled a wide
ranye of chemical products and did not indicate their sales for each of the various prod-
uct lines. The annual reports of most firms showed only sales volume for a few major
divisons such as (1) chemical products, (2) petroleum products, (3) fabricating and
engineering, (4) industrial products, and (5) consumer products and services. Hence, it
was necessary to review chemical and fertilizer trade magazines and consult other sources
familiar with the industry to rank the noncooperative firms according to their fertilizer
volumes,

Three of the four noncooperative firms with the largest sales of fertilizer in 1975
also had the greatest sales in 1970. However, their order of rank had changed materially.
Only two of the top firms in 1970 were in the top four in 1965 and 1960. Mergers were
responsible for changes in size.

The noncooperative firm with the largest fertilizer sales in 1975 limited its oper-
ations to the manufacture and sale of chemical products. Its sale revenues were listed
under three major headings: (1) Fertilizer products accounted for 57 percent of this firm's
total sales; (2) industrial products accounted for 34 percent; and (3) industrial chemicals
for the remaining 9 percer:i. This firm had 64 subsidiaries—14 domestic and 50 foreign.

Operations of the firm with the second largest fertilizer sales in 1975 were more
diversified than the one discussed above. Sales were listed under three major headings;
(1) Irdustrial chemicals and agricultural fertilizers, (2) petroleum products, and (3) con-
sumer products and services that included a chain of sporting goods stores, a shoe store,
and restaurants. Agricultural chemicals accounted for 15 percent of this firm" s total sales,
indusiiial chemicals for 36 percent, petroleum products for 4 percent, and consumer prod-
ucts and services for the remaining 45 percent. This firm had 2(4 subsidiaries in 1975—
102 domestic and 172 foreign.

The noncooperative firm with the third highest fertilizer sales was well-diversified
and compietely integrated. In its annual report, sales were broken down into the following
four major groups: (1) Meats and other food products accounted for 71 percent of total
sales; (2} agricultural fertilizers, pet foods, and dental supplies accounted for 19 percent;
(3) petroleum products for 7 percent; and (4) insurance and other business services
accounted for the remaining 3 percent of sales. lts 1975 annual report llsted 122 sub-
sidiaries—95 doinestic and 28 foreign.

The noncooperative firm that rated fourth in fertilizer sales ir 1975 was more diver-
sified than the others and most of its operations were completely integrated. Its annual
report for 1975 listed sales under seven major headings: (1) Steel sales accounted for

. approximately 69 percent of the total; (2) fabricating and engineering accounted for 11

percent; (3) chemicals and fertilizer, 8 percent; (4) transportation subsidiaries, 6 percent;
(5) cement and other, 3 percent; (6) international division, 2 percent; and (7) sales of tim-
berland for the remaining 1 percent. The firm reported 26 subsidiaries in 1975—20 domes-
tic and 6 foreign. Three of the latter were engaged in mining and three operated cement
manufacturing plants.

As a group, the four proprietary firms were much more diversified than were the
four cooperatives. In only one of the noncooperative firms did fertilizer sales account for
more than one-haif of total revenue in 1975. In the remaining three firms fertilizer sales
accounted for approximately 15 percent, 10 percent, and 4 percent, respectively, of their
total sales. In contrast, two of the regional cooperatives handled only fertilizer. And fertil-
izer sales accounted for 47 percent and 34 percent, respectively, of the total sales of the
remaining two regional cooperatives. Also, all except one of the cooperatives had substan-
tial investments in interregional cooperative enterprises, such as fertilizer manufacturing,
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petroleum production, barge transportation, finance, insurance, and production ‘of farm
supplies.

Fllianelll Oom;_nrﬁdm

Fertilizer Sales—Because of the phenomenal increise in_fertilizer prices between
1970 and 1975, both the cooperatives and the noncooperative firms expférienced a greater
increase in fertilizer sales thyn they did in total sales. The combined fertilizer sales of the
top four cooperatives in 1975 were equal to about 69 percent of the fertilizer sales of the
top four other firms in 1975 (tablc 25). '

Data pertaining to the fertilizer sales of the four proprietary firms in 1960 and 1965
-were not available because they were reported vsith farm chemicals and other farm suppli-
es. However, the fertilizer sales of these four Airms increased more than two and one-half
times between 1970 and 1975, while cooperative fertilizer sales jumped about four and

one-half times.

Table 25—=Selected eoﬂhpuhom of four cooperatives and four other firms with Inrgest
. fertilizer sales—selected years, 1966 ic 1975

Four Four Cooperatives as a
cooperatives other firms percent of
other firms

Million dollars ) Fercent

Fertilizer sales
13
214
324
1,443

471
769
1,269
2,709

16
41
40
436

33
426
832
1,685

217
227
325
497

‘Data are for fiscal or calendar year ending in year listed,
INet margins before payment of income iaxes.




Total Sales—The cembined sales of the top four cooperatives were equal to only 15
percent of 'the sales of the top four other firms in 1975. This compares with 12 percent in
1960. The combined sales of the four cooperatives in 1975 were nearly six times as great
as they were in 1960, compared with an increase of five times in the sales of the other
firms.

Neéf Margins (Before Taxesj—The fi sur cooperatives and the four noncooperative
firms ea'ch experienced a phenomenal incrc\gsc in their net margins on sales during the 15-
year period 1963-1975. However, the net margins of the four cooperatives increased more
perccnta‘l"gewise than did those of the four noncooperative firms.

TI'_.ie 1975 net margins of the four cooperatives were equal to 28 percent of those of
the four other firms. The net margins of the four cooperatives were 27 times greater than
in 1960; while those of the noncooperative firms were about 17 times greater than in 1960.

Total Assets—The total assets of the four cooperatives were equal to 13 percent of
those of the other firms in 1975, compared with 18.5 percent in 1960. The totai assets of
the four cooperatives increased by $1.4 billion, or fivefold from 1960 to 1975. During the
same period the total assets of the four.other firms increased by $10.8 billion or sev~
enfold. T

. Net Worth—The net worth of the four cooperatives increased much less from 1960
to 1975 than did the net worth of the four noncooperative firms. The net worth of the
four cooperatives increased by $280 millica, about double, while the net worth of the four
noniooperative firms increased by $6.1 billion, or about seven and one-haif times during
this/period.

As a result, the net worth of the four cooperatives was only 7 percent of that of the

other firms in 1975. This compared with 23 percent in 1960.

Summary

1. The total tonnage of fertilizer used in the United States increased from 24.9
million tons in 1960 to 47.1 million tons r 1974, an increase of nearly 90 percent. Howev-
er, the tonnage of primary plant nutrients consumed increased at a much faster rate—
from 7.5 million tons in 1960 to 19.3 million tons in 1974—or 157 percent. There was a
decline-in use in 1975, followed by a record use in 1976. -

~ ‘There was also a significant shift in geographical ré;'gions, with the heaviest fertilizer
consumption moving frem the South Atlantic Region to the Corn Belt.

i

2. During this period there were changes in the type, size, and complexity of fer-
tilizer plants. These changes include a significant increase in the number and capacity of
anhydrous ammonia plants and the replacement of normal superphosphate plants by con-
centrated superphosphate and ammonium phosphate plants. Moreover, the ownership and
operation of the major fertilizer plants underwent a major change from independent and
specialized fertilizer companies to divisions of muiti-product firms or conglomerates.

3. Farmers purchased about $1.9 billion worth of fertilizer and lime through
cooperatives in 1974-75. This was about 31 percent of the farm market.

4. The top four cooperatives had fertilizer sales of $1.4 billion in 1975, equal to 69
percent of the fertilizer sales by the four largest other firms in the business. This was a
substantial increase over their relative positions in 1970,

42




5. In other 1975 financial comparisons, the top four cooperatives had only 15 per-
cent of total sales, 28 percent of the net margins, 13 percent of the assets and a net worth
only 7 percent of that of the top four other firms.

6. Since 1960 the top four cooperatives have become larger in sales but smaller in
net margins, assets, and net worth in relation to the top four other firms. handling fertil-
izer,

Petroleum Producis

In recent years, petroleum products have furnished about three-fourths of the
nation’s energy needs. Consequently, most sectors of our €conomy are influenced to an
important extent by what happens in the petroleum industry. In 1975, the sales of the
major petroleum companies amounted to more chan $198 billion, or about 11 percent of
the total gross national product (GNP) for that year.

Trende In Industry Operations.and Farm Expenditures

Companies making up the petroleum industry are much larger than the average
business organization in this country. Twenty-eight petroleum companies in 1975 were
included in Forrure magazine's directory of the 500 largest industrial corporations in the
United States. The combined sales of the 28 firms amounted to more than $198 billion—
or about 23 percent of the combined sales of the 500 largest industrial corporations in the
United States.”? :

The number of major petroleum companies has not changed materially in the past
25 years—ranging from 32 firms in 1960 to 27 firms in 1970. However, the combined sales

of the major oil companies have increased as follows: $16 billion in 1950; $52 killion in
1960; $92 billion in 1970; and $198 billion in 1975, : :

In addition to their large size, the major petroleum companies are nearly all com-

» that is, engaged in the production, refining, transportation,

m products. Moreover, some are well diversified and are

active—among other things—in the production and marketing of petrochemical products,
and the manufacture and distribution of agricultura) fertilizers.

The U.S. domestic demand for refined petroleum products increased considerably
during the period 1950 to 1975. Demand was 6.6 million barrels per day in 1950: 9.8 mil-
lion barrels in 1960; 14.7 million barrels in 1970; and 16.3 million barrels per day in
197514

The internal combustion engine has been the primary source of power used on U.s.
Marms since World War I1. Consequently, petroleum products have played an increasingly
important role in agricultural production during recent years. Approximately 3 percent of
the nation’s energy is used in agricultural production and in the manufacture of agricul-
tural chemicals and other farm inputs.

MOf the top 12 firms listed in the 1973 Fortune magazine directory, 6 were petroleum companies. Three of the

petroleum fivms each reported 1975 sales in excess of 526 billion and the 3 remaining companies reported sales ranging
from $10 billion to $17 billion, :

'*The domestic demand for refined petroleum product reached an alltime high of 17,3 million gallons per day in
1973, But due to the Arab il embargo in fute 1973 and carly 1974, there was a slight decline in demand in both 1974 and
1975,




The amount and the costs of the various t

duction in 1974 follow:

Gasoline
Diesel fuel
LP gas
Fuel oil
Natural gas
Electricity
Coal

Total

3.7 biliion gal.
2.6 billion gal.
1.5 billion gai.
304 million gal.
164 billion cu. ft.
32 K.W.H.
33,000 tons

ypes of energy used in agricultural pro-

$1,870 million
S50 million
450 million
40 million
100 million
830 million

2 million

$4,242 million

Source: Energy and U.S Agriculture: 1974 Data Base; Federal Energy
Administration and U.S. Department:of Agriculture, Sept, 1976.

Expenditures for petroleum products.used in farm production operations increased
43.5 percent from 1950 to 1970 and 88 percent from 1970 to 1975. The last 3-year jump
resulted from the sharp increase in petroleum prices following the Arab oil embargo dur-
ing the winter of 1973-74.

Over the past 25 years, farmers’ expenditures for petroleurn products have consti-
tuted an average of about 7 percent of current farm operating expenses, and about 5 per-
cent of total production expenses (table 26).

Trends in Cooperative Operations

Over the years, cooperatives have found it advantageous to integrate their petro-
leum operations. Starting out at the retail level in the Midwest in the early 1920s, the
local petroleum cooperatives soon organized regional wholesale associations to purchase
their needs. To assure a dependable source of fuel and to realize additional savings, the

Table 26 —Expenditures by farmers for petroleum products used in agricultural production—-
selected years, 1950 to 1975

Farmers Percent petroleum expenditures wese of:

expenditures

Current farm

for petroleum
products

operating expenses!

Total praduction
expenses?

Million dollars

1,192
1,403
1,484
1,567
1,11
3,209

8.3
&8
1.5
6.6
5.4
6.3

Percent

6.1
6.3
54
4.6
g
4.3

Hncludes cxpenditurcs for purchase of feed, livestock, seed, fertilizer,

iteens, hired labor, interest on non-real estate debt, and miscellaneous expenses.
pius depreciation, taxes on farm property, interest on

Includes all current farm oparating expenses {listed above),

farm mortgage debt, and net rent to nonfarm landlords.
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wh..iesale petroleum coopera {ves moved on to acquire small refineries and interests in
producing wells. ) ' :

" A total of 2,624 cooperatives handled petroleum products in 1975 and reported nct
petroleum sales of $1.7 billion. The number of cooperatives handling petroleum products
did not change materially from 1950 to 1975, but cooperative petroleum sales increased
about 200 percent from 1950 to 1970 and another 67 percent between 1970 and 1975.

Cooperatives increased their share of the farm petroleum market from 21 percent in
1950 to over 31 percent in 1975 {table 27),

In 1975, 25 regional and 3 interregional cooperatives engaged in some type of
petroleum "operation. Twenty of the regional associations limited their petroleum oper-
ations to the marketing and distribution, and five were active in the production and refin-
ing of crude oil and the marketing of refined fuels. The three interregionals were iri crude
oil production and refining. '

Cooperatives got into the petroleum refining industry—in a limited way—in 1939.
By 1950, 14 regional associations owned 20 plants with refining capacity of about 145,000
barrels of crude oil a day. By 1976, the number of refineries operated by cooperatives had
dropped to eight. But more important, the combined capacity of the cooperatives’ refine-
ries had increased to 388,038 barrels per day—or 2.56 percent of the total U.S. refining
capacity. h
Within a few years after cooperatives acquired refineries, they found it necessary to
produce crude oil to ensure a more stable source of supplies. By 1975, however, they pro-
duced only 10-12 percent of the oil required by their refineriss.

Since the Arab. oil embargo during the winter of 1973-74, cooperatives have stepped
up their efforts to increase their source of crude ojl supply. With this purpose in mind,

Table 27—Sales of petroleum products by farmer cooperatives—and their share of the farm
market—selected years, 1958 to 1975

Cooperative activitizs Cash ex-
penditures Coop-
Less of al] eratives
estimated Estimated farmers for share
Coop- sales to sales to petroleum of
eratives other firms farmers products farm
handling and sales for agri- used in market
for non- cultural agricultural
farm use? production  productions

Number Million Percent Million dollars Percent
dollars '

2,848 366 30 256 1,221 209
2,739 . 494 3s 321 1,419 22.6
2,798 622 42 Is1 1,496 4.1
2,733 702 42 407 1,592 25.6
2,704 1,001 45 551 1,716 32!
1974-75 2,624 1,675 45 921 2,946 3L3

!For fiscal years ending between July T and following June 30.

*Cooperative sales after eliminating all intercooperative business.

INonfarm use includes petrolenm products used in heating farm home(s), and gasoline used in automobiles and
pickup trucks—for purposes other than the farm business.

‘Average expenditures during the 2 calendar years that correspond to the fiscal years indicated for cooperatives,




three regional cooperatives and three other companies formed the Seaway Pipeline Com-
pany in 1974 to carry crude oil from tankers off the coast of Texas to inland refineries in

Oklahoma. :

Another recent development has been the formation of International Energy Coop-
erative, Inc., by 17 regional cooperatives. This association will seek to purchase crude oil
supplies in international markets, purchase refined products in international and domestic
markets, and engage in crude oil exploration.

Also in 1974, 16 regional cooperatives formed LVQ International, Inc. with head-
quarters in Tulsa, Okla. to acquire petroleum interests in sé'\.'za;'al overseas areas and fusr-
ther exploration in other presently held areas. In 1977, nine regional cooperatives formed
Energy Cooperative, Inc., Long Grove, Ill., to purchase a major oil refinery at East
Chicago, Ind,

Comparison of Four Cooperatives and Four Other Firms
With Largest Sales of Petroleum Products in 1975

Characteristics of Cooperatives

The four cooperatives having the greatest petroleum sales in 1975 were the same
associations as those in 1970, but the relative position of the top two was reversed. Three
of the four largest in 1970 also were in the top four in 1965 and 1960.

Operations of the cooperative with the largest petroleum s:les in 1975 were inte-
giated and well diversified. Its six lines of business were as follows: (1) Petroleum prod-
ucts accounted for roughly 35 percent of its total sales; (2) livestock feed, 25 percent;
(3) fertilizer, lime, and pesticides, 10 percent; (4) all other farm supplies, 5 percent;
(5) home and garden supplies, 5 percent; (6) and marketing of farm products, 20 percent.
This association had seven subsidiaries, was a member of, and owned stock in several
interregional cooperatives.

. The regional association that ranked second in petroluem saies in 1975 was fully
integrated and well diversified. Its sales were broken down as follows: (1) Petroleum prad-
uels accounted for about 31 percent; (2) fertilizer for 34 percent; (3) animal feeds for 10
pércent; (4) other farm supplies for 7 percent; and (5) the marketing of farm products for
the remaining 18 percent. This cooperative had 17 domestic subsidiaries, was a member
of, and had a financial interest in, several interregional cooperatives.

The regional association ranking number three in petroleum sales was well inte-
grated; however, it was less diversified than the first two cooperatives, Its sales were bro-
ken down into four major groups: (1) Petroleum products accounted for roughly 49 per-
cent cf its total sales; (2) general farm supplies for 33 percent; (3) farm and homie
equipment; 15 percent; and (4) transportation and other services, 3 percent. This associ-
ation had two subsidiaries, was a member of, and had a financial interest in several inter-
regicnal cooperatives.

The association ranking number four in petroleum sales was an interregional coop-
erative which devoted all its energies to the production, refining and distribution of petro-
leum products for its six-member regional cooperatives. It had seven domestic subsidiaries
in 1975,
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Characteristics of Other Petroleum Companies

Of the four noncooperative firms that reported the highest petroleum sales in 1975,
three were in the “top four” in 1970. The top four firms in 1974 were aiso the largest in
1960 and 1965.

The noncooperative company with the largest petroleum sales in 1975 was com-
pletely integrated, but it was not nearly as diversified as many other large corporations.
Petroleum products accounted for approximately 90 percent of its total sales; pet-
rochemicals for & percent; and other products for 2 percent. The parent organization had
-36 subsidiaries—15 in the United States and 41 in other. countries.

The noncooperative firm ranking number two in petroleum sales was highly inte-
grated and diversified. Petroleum products accounted for nearly 85 percent of its total
sales; petrochemicals, 8 percent; automotive products, 3 percent; oil burners, boilers, fur-
naces, ete., 3 percent; lawn food products, 1 percent; and miscellaneous products, ! per-
cent. Fifty-four percent of the company’s earnings in 1975 were derived from domestic
operations. The company had 30 wholly owned and 4 partially owned subsidiaries in
1975, with 16 located in the United States and 18 in other countries.

The firm ranking third in petroleum sales was completely integrated, but it was not
too well diversified. Its sales consisted of three broad categories: Petroleum products
accounted for ubout 96 percent of its total; petro-chemicals for 2 percent; and chemical
fertilizers and miscellaneous, 2 percent. This company had 65 subsidiaries with 29 located
in the United States, and 26 in other countries.

The noncooperative company ranking fourth in petroleum sales in 1975 was com-
pletely integrated and more diversified than either of the top three major oil companies.
The sales of the company were classed into five major groups. Refined petroleum prod-
ucts accounted for roughly 70 percent of total sales; crude oil, 16 percent; petro-chemicals
and agricultural fertilizers, 8 percent; and service, 3 percent. The parent company had a
total of 488 subsidiaries with 198 in the United States and the remaining 290 in various
foreign countries. _

With the exception of the interregional petroleum cooperative—which handled
petroleum products exclusively—the cooperatives were more diversified than the non-
cooperative petroleum companies. Three of the cooperatives sold four or more lines of
products, and two associations perforimed some marketing functions. Petroleum products
accounted for 31 to 49 percent of these three cooperatives’ total sales, compared with 70
to 96 for the noncooperative firms. '

The four cooperatives had a total of 33 subsidiaries—all were located in this coun-
try, and each of the cooperatives were members of a limited number of interregional
cooperatives. The four noncooperative firms had a total of 643 subsidiaries—with 254
located in this country, and 389 located in foreign countries.

Financlai Comparisons

- Petroleum Safes—During the 15-year interval the combined petroleum sales of the
four cooperatives varied from only 1.1 to 1.7 percent of the petroleum sales of the four
noncooperative firms (table 28). The petroleum sales of the four cooperatives increased by
slightly more than six times between 1960 and 1975. During the same period the petro-
leum sales of the four noncooperative firms increased about five and one-half times.

Total Sales—The combined sales of the cooperatives were less than 2 percent of the
combined sales of the four noncooperative firms in 1960; in both 1970 and 1975 they were




Table ZB—SeIecteﬂ comparisons of four cooperatives and four otber firms having Iarg!‘st
: petroleum sales—selected years, 1960 to 1975

.
i

Four Four Cooperatives as a
cooperatives other firms ] percent of
other firms

Million dollars Percent

Petroloum sales?
1.37

113
1.67
.49

1.80
241
325
KN ¥}

1.44
- 1.83
1.59
.82

1.46
1,27
1.84
2,38

. 1.14
241 , 1.19
392 j 1.45
694 \ 1.78

‘Data are for [iscal or calendar vear ending in specified year listed.
2lincludes sales of gasaline, diesel fuel, natural gas, LP gas, fuel oil, and residual fuels.
3Net margins before payment of income taxes.

more than 3 percent, The combined sales of the four cooperatives increased nearly 12
times from 1960 to 1975. During the same time span the rombmed sales of the four non-
cooperative firms increased less than seven times.

Net Margins (Before Taxes)—The combined net margins realized by the four coop-
eratives were less than 2 percent of those realized by the four noncooperative firms in
each of the four time periods. The combined net margins of the four cooperatives
increased nearly 13 times from 1960 to 1975. During the same period, the net margins of
the four noncooperative firms increased about 10 times.

Total Assets—In 1975 the combined assets of the four cooperatives had increased
to nearly 2.4 percent of the total assets of the four noncooperative firms. The total assets
of the four cooperatives increased about seven times between 1960 and 1975; while the
total assets of the four noncooperative firms increased about four times.

Net Worth—In 1975 the net worth of the four cooperatives had increased to nearly




1.8 percent of the net worth of the four proprietary. firms. The net worth of the four
cooperatives increased approximately four times between 1560 and 1975. During the same
period, the net worth of the four noncooperative firms more than deubled.

Summaery

I. Farmers’ expenditures for petrb}eum used in production operations have
increased from $1.2 billion in 1950 to $3.2 billion in 1975, or about 166 percent.

2. In 1975 farmers used 2,624 cooperatwes in purchasing about 31 percent of their
farm petroleum needs.

3. Petroleum sales of the top four cooperatives in 1975 were $1.4 billion, or only
1.3 percent of the petroleum sales of $94.7 billion by the top four other firms.

4. In comparing total operations of the two groups, the top four cooperatives had
only 3 percent of the sales, 1.8 percent of the net margins, 2.4 percent of the assets, and
net worth of only 1.8 percént.

5. Since 1960 the top four cooperatives have remained in about the same relative
position in all of the comparisons except total sales where they gained slightly.

Summary Tables

Summary table 1—Summary of changes in farmers cash receipts from the sale of 4 prodrﬂcts and
- changes in expenditures for 3 farm supplies, 1950 and 1975

Tota! farm receipts Percent of total farm cash
or expenditures Percent receipts or expenditures

increase
1950 1975 : 1950 1975

Product

Million dollars © Percent

Receipts
5,019 27,428 446
Fruits & vegetables 2,624 8,608 228 9.2 9 6
Milk & products 3,719 9.886 166
Poultry & products 2,791 6,384 136 9.8 ?.4
Expenditures
3,283 12,902 293 16.9 17.1
Fertilizer & lime 975 6,847 a2 - 50 9.1
Petroleum! 1,192 3,205 169 6.1 4.3

‘Exciudes petrolenm products not used in farm business, such as home heating oil and part of that used in autos
and trucks.




Summnry table 2 —Summary of changes in net sales and share of farm murat by cooperatives

handling 4 farm products and 3 farm supplies, 1950-5! ané: lil‘M-‘?S

—”

Net sales! “e/ Share of form

Product Percent ™. market1

1950-51 1974-75 increase 1950-51

1974-75

Million dollars : _ FPercenit
Receipts
14,090
Fruits & vegetables 2,730 289
Milk & products 8,376
Poultry & products _ 763 T 190 7.9
Expenditures '
2,587 2719 182
1,963 1,142 148 -
1,675 358 210

4.2

248"

77.1
8.1

18.4
29.6
313

IShare of market for farm products based on net amount received by farmers after deducting marketing margins and

value added by processing.

Summary table 3—Comparisons of four largest cooperatives snd four largest other firms

selling four selected and three farm supplies in 1975

Comparisons Four cooperatives as a percent of four other firms selling:

Fruits and

vegetables Dairy Poultry

Percent

Grain sales
Fruit and vegetable

Dairy sales
Poultry and
egg sales
Total sales
Total assets
Net worth

50.5
74
62.5
417

Fertilizer Petroleum

Percent

Feed sales : ---
Fertilizer sales 69.2
Petroleum sales -a-
Total sales . I5.1
Total net margins! . ... X 28.1
Total assets X 13.3
Net worth . 7.1

'Before incorne taxes.
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