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;AGRICULTUB1~L EXTENSION DIVISION 
UNIVERSITY OF MIN}illSOTA 

MH!1i'ESOTA FARil. BUSI1J~SS NOTES 

May 20 1929 

Prepared by the Division of Ferm Management and Agricultural Economics 
University Farm, St. Paul, Minnesota. 

FARMER ELEVATOR MOVE~~~~ IN MIN1~SOTA 

Farme.rs' elevators are among the oldest and most successful cooperative 
marketing associations in Minnesota. At the nresent tir:~e they rank along with 
creameries and livestock shipping associations as one of three lines of chief im­
portance in cooperative market:i.ng of farm products. 

The present importance of the farmers' elevators in Minnesota and the grain 
belt is not an accident. Only trial, error and stud~r of elevator operation have 
made it possible for farmers to bring the movement to its present stage of develop­
ment. Tne elevators established in the 70's and go•s, largely in connection with 
the Granger movement, in almost every instaEce failed. Keen and at times unfair 
competition of line and independent elevators tcgether with a hostile attitude among 
delears in the central markets were the rocks upon which these newly formed crafts 
foundered. These conditions were slowly changed by legal and economic forces, how­
ever, and the movement was permitted to develop in an orderly manner. 

Elevator Problems 

New problems, relating chiefly to organization and operation of elevators, 
have become of major importance in the latter stages of the movement. Pro}Jer size, 
best economic set-up, financing methods, type of manager, and other similar questions 
of internal organization are now largely occupying the attention of members and 
officers of farmers' elevators. 

Minnesota farmers are handling these problems variously and with different 
de~ees of success. A comparison of elevators in any section where elevators are 
mrketing similar kinds of grain and operating under similar circ~~stances shows a 
wide range in accomplishment, when efficiency is measured eith;'r by cost, operating 
profit, service, or price paid for grain. The elevators in the corn and oat section 
of southwestern Minnesota. had total costs rar~ing from one to eleven cents per bushel 
last year and the costs in the spring wheat section of the Red River Valley were 
practically the same. It is true that most elevators operated at three to six cents, 
as shown in the accompanyi::1g fi@J.re, but this is a range of efficiency of 100 per 
cent. 

_Why Costs Vary 

All elevators do not have the same costs for various reasons and the condi­
tions causing variations in costs a.re not tl:e sa1ne in all instances, but in general 
the following seem to account for most of the variations. 

Published in Furtha.nce of .Agricultural Extension Act of Hay 8, 1914, F. W. Peck, 
Director. 
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Volume of Business. Cost decreases rapidly between elevators as the valurr£ 
of business increases. Generally speaking, the advantage of a larger hnsiness is 
yory significant up to 12-5,000 or 150,000 bushels in Minnesota. The cost of operat;i: 
is still lower for larger businesses but the chief advantages that are obtained from 
oetter utilization of building, equipment and management are generally realized at 
smaller volumes. 
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Labor and Management. Costs also vary widely between elevators of.the same 
Volume of business. The chief reason for the variation is found in the labor and 
management policy. Both the quality of la1~or hired and the wages paid var;r. The 
~ount of extra labor employed is by far the principal cause of the variable costs 
of this factor and the maladjustments discovered in this connection are due chiefly 
to the failure to dispense with extra labor in years and in seasons of light receipts 

EquiJ?ment. Equipment is the :n.ext most important factor affecting costs and 
the chief reason for variation in this cost is the amount of equipment on band. The 
requirements for cleaners, motors and other pieces of equipment are not the se..me 
for all elevators and consequently all elevators can not be expected to h:we the 
same cost, but judging by the amount of idle pieces that exist (16 cleaners in 50 
elevatl)rs in one season for example), unnecessary expenses are often incurred for 
this item, 
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Building. Buildings are much better adjusted to volume than labor or eouip­
ment, al thoueh there are occasional misfits particularly where commercia.l grain 
farming is on the decline and the future business anticipated at time of bv.ilding 
the elevator did not materialize. 

How Farmers Can Increase Efficiency of 7heir Elevators 

Plan carefully. A farmers' elevator, like any other business, succeeds 
only when it ic well conceived. This involves, (1) reasonable certainty of 
adequate future business for economical operation, and (2) construction of an 
efficient plant of the ri&~t size and at the best prevailing prices. 

Stud;y ~Business. lTo business is likely to succeed without the continuous 
direction of the owners. The first essential to formulating a sound elevator policy 
is adequate information about the operating, bu.ying and selling problems supplied 
freely and regularly. This means a good system of accounts supplemented by frequent 
reports of auditor and manager to the directors and, at least annually, to the full 
membership. The second essential is to understand the principles of grain marketing 
and particularly the requirements of the local elevator business. 

Hire ~ Good Manager. A manager who understands the grain business, who 
appreciates the problems peculiar to cooperative organizations, and 'l"hO is V~Tilling 
to have the members formulate the elevator policy, is a valuable asset to any farmers 
elevator. Liberal payment for the services of a manager with these qualifications 
will generally be rewarded by satisfactory financial and operating returns. 

Participate in Management. Centralization of responsibility for management 
is necessary but this does not prevent even the most humble member of a cooperative 
association from indirectly participating. Attendance at stockholders meetings; 
t~ing part in election of officers and in discussions of marketing policies are 
effective means of obtaining more intelligent elevator policies and of m~~ing the 
elevator business an effective adjunct to the production of grain. 

Recent Progress 

The trend of cost of farmer elevator op8ration b the prL.1cipal grain sections 
has been upwards in recent years, as may be observed in the accompanying table. 
Volume of grain marketed has declined at the same time. To what extent this decline 
is due to reduced yields and to shifts to less corr.mercial grain farming we can not 
sa;?, but it is a very significant trend v.rhich should cause farmers to consider the 
advisability of adding side lines or other supplementary enterprises to the grain 
business of their elevators. Gross income per h~lsnel has also increased. 

Summary of Farmers Elevators in Minnesota 
Southwestern District 

Year Expense Gross Net Volume Net 
income income worth 

(cents) (cents) (cents) 
1923-24 3.1 7.5 o.4 ~08,630 16,638 
1924-25 3.2 (?. 1.0 "262, 515 13,126 
1925-26 3.1 )_~.1 1.0 314.44-2 23,470 
1926-27 5.0 6.5 1.5 152,384 21,220 
1g27-2S 6.0 3.4 2 .l~ 149,266 2] ,416_ 
5 year average 4.1 5.3 1.2 237,447 20,574 
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Northwestern District 
Year Expense Gross .Net Volu.me Net 

income income worth 

1323-24 6.o 7.-0 1.0 99,655 14,490 
1924-25 ~.1 7.0 3·9 236,4eo 20,697 
1925-26 4.6 7.5 2.9 202,185 26,300 
1926-27 5.0 7.5 2.5 145,045 24,623 
FJ27-28 5.8 8.9 ].l __li'), 198 222 n6 
2 ~ear average4.9 7.6 2.7 16<. a13 21Jll_ 

and somewhat more than costs so that net i~come was slightly larger at the cl0se of 
the five-year period. The financial position has also improved, as is indicated by 
the much larger average net worth of faJ:mers' elevators in 1928 as compared to the 
situation in 1923. One eX"l)lanation of this is tht>t the surplus has been allovred to 
accumulate insteai of all being paid out as patronage dividends at the close of each 
year. This procedure improves the financial condition of the organization and re­
duces the outlays for interest. 

H. 3ruce Price 

PRICE INDEX NUU:BER FOR APRIL 1929 

The index number of Minnesota farm prices for the month of April 1929 was 
111.3 as compared 'IJ''i th 100, which represents the average of the prices prevailing 
in the three month._ of April 1924-25-26. The corresponding index for April 1928 
was 105.9 and for .April 1927, 110.4 

The price index of 111.3 for the past month is the net result of increases 
and decreases in the prices of farm :products in April 1929 over the average of 
April 1921~-25-26, as shown in the following list: 

Principal Farm Products which Showed Price Increases and Decreases 
in April 1929 when compared 'l!c'ith average prices in April 

1924-25-26 

Increase in A:Qril 1929 
Corn Beef Cattle 
Oats Veal Calves 
Rye Lambs-Sheep 
Hogs Chickens 
Milk :Butterfat 

Decrease in A}2ril 
Wheat 
Earley 
Flax 
Potatoes 
Ea;;r 

1929 lil'o Change 
Eggs 

The April 1929 prices of these products have also been compared with the priceF 
of March 1929 for increases and decreases. The products are shown according to this 
compa:-ison in the following table: 

Principal Farm Products which Show~d Price Increases and Decreases 
in .April 1929 when compared with March 1929 

Increase in April 1929 Decrease in A)2ril 1929 
Oats Wheat Veal Calves 
Hogs Corn Eggs 
:Beef Cattle :Barley :Butterfat 
Lambs-Sheep Rye Hay 
Chickens Flax U:ilk 

Potatoes 
A. G. Black and D. D. Kittredge 


