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COSTS AMD INCOML$ OF FARMERS' “LEVATOR COMPANIES
Prepered by L. L. Ullyot

The annual reports or auditors' records of eighty-four representative
farmers' elevator companies in Minnesota for the 1929-30 crop year were analyzed
for the purpose of obtaining information on ccsts and incomes of each company,
Some of the more important facts obtained are given bclow,

Volums

The volume of grain handled was determined by adding the number of
bushels sold and the number of bushels in the inventory at the :nd of the crop
year, .

Seventy-six elevators showed a range in total bushels of grain hendled
from 15,678 to 539,969 bushels, The average volume handlecC was 177,573 bushels,
Three of these elevators handled over 400,000 bushels, six elevators handled
betwecen 300,000 and 400,000 bushels, nineteen elevators handled betwcen 200,000
and 300,000 bushcls, twenty-threc clocvators handled between 100,000 and 200,000
bushels, and twenty-five clevators handled less than 100,000 bushels,

It is significant to note that there is a tendeney for elocvators to
handle sidelincs when the volume of grain handlesd decrsases, This 1s quite cvi-
dent with the elecvator companies in central and southeestern Minuesota, With
a analler volume of busincss a wider opcrating margin per bushel must be ob-
tained, or the incomc must be supplementcd by the handling of sidclincs or other
activities on a profitable margin,

Valuo of Grain end Sidelincs Handled Per Dollar off Munager's Sslary

Fifty-six clevators showed a rangc in value of grain handled ver
dollar of mrmeger's salary rrom 16,97 to $143,57, with zn averagec of 360,25,
Fifty-four clevators shaowed a rocungce in value of sidelincs handled por dollar
of mangger's salary from .81 to $92.¢1, with @n average of 17.37, TFifty-
six elcevators showed o ronge in the tobtal value of arein and sl delincs handled
from $17.14 to $201,87, with an avercge of $77.00.

Total Gross Incomc, Total Expense ~nd Net Income

Total gross income includes the income, resulting from the wurchase
end sale of grain mnd sidelines, plus the roceipts from grinding, storing,
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handling, cleaning, end other miscelleneéus receipts, before =xpenses are de-
ducted, Total expense is the total of all expense of operaztion., Federal incore
taxes and dividends are not included in the total expense, Net income is the
difference hetween total gross income and total expense.

Eighty-four clevators showed a range in to%al gross income from a
loss of $3,721 to a gain of 29,071, with en average gross gain of 37,564, Total
cxpense for these same ¢levators ranged from $35,226 to 520,435 with an average of
%7,564, Net income, before dividends end federal income taxes were deducted,
ranged from a loss of $10,378 to a gain of 14,186, with an average net incoms of
$1,698,
Sources of Gross Tncome

Eighty-one clevators showed a range in gross trading profit on grain,
from a loss of #7,207 to a gain of 14,494, The average was a gross trading
profit of 4,116, HKighty clevators showed a range in gross trading profit on
sidelines from 46l to 419,170, The average was 3,353, Ceventy-two eluvhtors
showcd a ronge in total rcceipts from grinding, storing, cleening, and other
miscellsne ous receipts, from $2 to #8,964, The average was 1,973,

Relation of Gross Profit, Total hxpense, and Volumo

Those familiar with elevator operation will rcadily recognize the
importance of volume in its ¢ffect on total cxpense ner bushel., In gencral,
the study shows that large volumes arec accompanicd by a lower eXpense per bushel,
and that smaller volumcs have a higher exmense per bushel,

In the figurcs given in Teble 1 expenses were not allocated to side-
lines becausc of the large amount of time and expense thot would be inveolvcd in
making such allocatiocns, and at best, such allocation would be only an approxi-
metion, In studying thesec rosults one rmust bear in mind that tetal eXpenses
are charged to the grsin business and that income from sidclines and other
enterpriscs is regrarded 2s profit, In some cascs, =lthough = loss was shown on
grain handled, thc final result of the ywer's operation showed @ net profit, due
to the handling of sidelincs and other profitable cnterpriscs,

The high net income in ccnts per bushel (4.5¢) for the group of
eight elevators vith the smallest volume arises from the foct that the <lcva-
tors handled =2 concsiderably larger volume of sidclines thon they did grain.,
Under the method of analysis employed the gress profits and nct incoe of the
clevators studiecd were distributed on the brsis of the grein h~ndlcé, This
mkes it appenr as though these .lovaetors htd »n unusu~lly =rofitable grain
business, In order to determine the profitableness cnd efficiency of these
elevators in handling only grain it would be nscessery to =llocnte c¢Xpense to
sidelines, which was not donc in this study,

Table 1, Relation of Gross Profit, Total Expense, snd Valume
Number of Avecroge Average Totsl Gross Avernge Tourl Expense Net Income in
Elevators Volurme Prefit in Cente per in Cents per Bushel Cents ner
Bushel ‘ Bushel
3 516,660 3,22 2,10 1,12
17 304,756 4,47 3,53 1,14
31 166,013 4,82 4,10 .78
17 78,015 7.76 7,54 .22
8 36,508 - 19,98 15, 48 4,80

The study shows that approximately fifty per cent of the elevators
showed losses on the purchase and sale of wheat and rye. Severscl reasons could
be ziven for this, such as operating on tco smell a margin, market conditions,
and inadequate hedging.
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Table 2, Gains and Losses on Purchase and Sale of Graing
Whoat  Flax Rye Oats Barley Corn ALl Grains
Durum
Total No, Elevators 71 75 68 78 78 61 8l
No, Showing Gains 38 71 32 68 67 59 76
No, Showing Losscs 33 4 36 10 11 2 5
Average of the Gains $1,373 $1,050 & 275 $1,200 $ 925 1,501 34,523
Greatost Gain 4,984 3,335 1,943 5,052 4,277 6,008 14,494
Least Gain 6 23 6 2 17 3 120
Average of the Losses i 688 §1,384 &% 307 $1,002 & 480 & 99 52,070
Greatest Loss 3,727 4,794 1,416 5,345 1,485 132 7,207
Least Loss 6 76 5 147 143 66 14

Ratio of Current Assets to Current Liabilitics

Current assets include both cash 2nd other asscts that are rcodily
convertible into cash, Current liabilitics are those obligations thrt will
have to puid within =z relatively short periocd of time,

The ratic of current asscts to current liabilitics is a ratio that
is widely used by bankers as onc of several stadnrds in dctermining the finan-
cial stztus of business conccrns. By experiencc bankers hrve found that a
ratio of two dollnrs of currcnt nssets for c¢very dollar of currcnt lisbilities
is satisfnctory in mest cases, A rotic of less th'n two to onc is not con-
sidered satisfactory.

The study shows thzt therc are a large number of elevators that have
a ratio of currcnt assets to current liabilities of less than two to one, How-
ever, due to the fact that we do not hrve sufficicnt dnta to determine whet a
satisfrctory current ratio for clevetor comprnies should be, we have taken the
ratios of those comvanics having o ratin of current assets to liabilitics
greater then one to one and those having a curront ratio »f lesz than -ne t~
onz, 4 current ratio °f less than ons to cne wmeras thet part ~f the fixed nsscts
would have tno be sold in order te satisfy the bligaticas of the coarniny if
payment were demrinded by the crcediters,

Fif ty-six elevztors reported o ratic of current esscts tc liabilities
of one or more., Nineteen reportcd ¢ ratio of less than one to one, Thc ronge
of ratios for the fifty-six elevators wos 1,02 to 675,15, =ith an cveroge of 23, 78.
The range cf ratios for the ninctecn clevators was 0,27 to 0,96 with on overes
of 0,869,

ege

Net Gains and Losses from Opcrations

Fifty-six elevators showed o net gain and tventy-cight 2 lhsz from
the yoar's opcrations, The gains rrnged from w47 to 214,186, Theo nvertge
gein for the Tifty-six clovaters was 3,392, The losses 1o meea from 35 to
10, 378, The average loss for the twenty-cight clevators was 51,692,

Surmplus ~nd Deficit

Seventy clcvaters reported n surplus wd ninc rcported o Cc?icit
The range in surplus wns frow $l00 te (359,020, he arverrge surplus “or the
scventy clevators was 514,394, The deficits ronged frem 351,503 to ﬁ::,¢6u.
The average deficit for the ninc olevators wns 5,136,
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MINNESOT4 FARM PRICES FOR MAY 1931
Prepared by D. D, Kittredge and A, E. Erickson

The index number of Minnesots farm prices for the month of May
1931 was 63,5, When the average of farm prices of the three Mays of 1924-
25-26 is represented by 100, the indexes for May of each year from 1924 to
date are as follows:

Mey 1984 - 84,3
" 1925 - 106.1
" 1926 - 110,1
" 1927 - 109,0
" 1928 - 113.4
"o1929 - 112.6
" 1930 - 98, 7*
" 1931 - 63,5%

*Preliminary

The price index of 63.5 for the past month is the net result of
decreases in the prices of farm products in May 1931 over the avernge
of May 1924-25-26 weighted according to their relative importeznce, These
decreasea range from 68 per cent to 11, The products ranked according to
the size of their percentege decreases in this comparism are shown in the
following list:

Principal Farm Products which Showed Price Decrenses
in May 1931 when Compared with Average
Prices in May 1924-25-26
(arranged in descending order of percentcge change)

Decreases: Rye, wheat, barley, eggs, butterfet, flax, cats, lambs-sheep,
hogs, corn, chickens, hay, milk, potatocs, cattle, calves,

Although the Minnesota index for May 1931 does not measurc price
changes from april 1931, = comparison of month to month changes in price has
been made, The increases range from 3 per cent t© 2, and the decresses from
27 per cent to 3, The products ranked according to the size of their
percentage increases or decreascs in May 1931 cver 4april 1931 are shown in
the following list:

Principal Farm Products which Showed Prics Increases and Decresses
in May 1931 when Compared with April 1931
(listed in descending order of percentage change)

Increases: Rye, lambs-shecp, calves, wheat,
Decreases: Eggs, butterfat, chickens, hogs, cats, cattle, cor, milk, barley,

No Chengc: Flax, potatces, hay,




