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AGRICULTURAL EXTENSION DIVISION
UNIVERSITY OF MINNESOTA

F. W. Peck, Director

I INNESOTA FARM BUSINESS NOTES
No., 106 September 20, 1931
Prepared by the Division of Agricultural Economics
University Farm, Saint Paul, }innesota

PROBLE:S OF MIITTESOTA COOPERATIVE CREAILRIES
Prepared by V. B, Silcox and D. S. Andersm

The early years of cooperative creameries in Minnesota were marked by a
very rapid increase in the number of plants in operation. The first creamery was
organized in 1889 and a few creameries were established each succeeding year un-
til about 1892, The period from 1892 to 1900 was one of very rapid development,
during which the number of cooperative creameries increased at a rate in excess
of fifty per year, This increase continued at an appreciable rate until 1915 when
655 cooperative creamerics were in operation, Since that time the number has in-
creased slowly and in 1929 there wcre €77 cooperative creamerics in operation,

Although thc increase in the number of cooperative creameries practical-
ly stopped about 1915, the total amount of butter manufactured by these creameries
" has continued to increase, In 1915 the total production of 655 cooperative creamcr-
jes was 76,767,006 pounds of butter, an average of 117,201 pounds per creamery. The
total production had increased by 1929, to 198,640,915 pounds, the number of cream-
eries to 667, and the average output per creamery to 297,812, An increcase of less
than two per cent in the number of creameries was accompenicd by an increase of 159
per cent in the total production of butter. The average size of creamery, measured
by butter manufactured, increecsed 154 per cemt from 1915 to 1919,

The incrcase in the average size of Minnesota cooperztive creameries has
becen due partly to the development of = few very large cooperative creameries, Six
of 430 crecmeries, for which records were availoble, mede over a million pounds of
butter in 1930, The typicel Minnesoto cooperative cresmery, however, is still
relatively small, end almost sixty per cent of them make less than 300,000 pounds
of butter snnuclly, Only about six per cent meke less than 100,000 pounds of butter
per yezr, In Table 1 these 430 cremmeries are classified occording to size.,

Table 1. Classification of 430 Minnesotn Cooperative Crermeries
Accarding to Pounds of Butter Churncd in 1230
Butter Churned Mumbcr of Pcr cent of : Butter Churned Number of Per cent of

Thousands of Crearcrics Crearsries Thousands cf Crecmeries Crecmeries
Pounds e : Pounds

0 - 100 20 6.05 : 600 -~ 700 16 3,72
100 - 200 130 30,23 : 7C0 - 800 4 .93
200 - 300 ¢e 22,33 : 800 - 200 ) 1.16
300 - 400 76 17 .67 : 900 -1,000 2 .46
400 - 500 2 9.77 : 1,000 & cver 6 1.39
500 - 600 27 6.28 :

Published in furthersnce of agricultural Extension act of May 8, 1914, F, W, Peck,
Dircctor, sagriculturcsl Extension Division, Department of Agriculture, University of
tinnesota, cooperating with U. S, Department of Agriculture,
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The wide variation in the size of cooperative creameries raises the
question of the comparative efficiency of creameries meking different amounts of
butter, Three ways have been suggested by which volume of cutput may affect cream-
ery efficiency.

Volume of Output and Costs

The total manufacturing expense in moking butter at 100 Minnescta co-
operative creameries in 1929 was 3,17 cents per pound, while the total expense
was 3,88 cents. In Table 2 these 100 crecmeries are grcuped according tc pounds
of butter churned and the effect of volume on cost of meking 2 pound of butter is
indicated., The items of expense nre classif ied under three hendings, Manufactur-
ing expense ineludcs all items such as cremmery labcr, supplies, repairs, fuel,
light, water and power, cnd cther expenses which enter directly into the cost of
mxking butter. Genersl expense includes items like taxes, insurance, office expense
and other items entering only indirectly into the cost of making butter., Financing
expense is made up chiefly of interest paid on indebtedness and dividends paid cn
capital stock. A wide variation is ncted in the financing expense of the crcamer-
ies studied,

Table 2. Cest of Menufrocturing a Pound of Butter as Calculated from
the Annual Reperts of 100 Minnescta Ccoperctive Crearcries, 1929
(cents per pound)

Butter Number Creer~ Crear- Other Totz=1 Other Taxes Financ- Gram
Manufacturel of ery ery Lianu- Manu- Salaries & In- ing ix- Totd
Thousands Crcam~ Labor Supplies facturing facturing Office sursn- pense A1l
of Pounds cries EXpense Expense Expense ce Expense
0 - 200 12 l.éb 1.05 1.17 3.82 .38 .22 .28 4,70
200 - 400 49 1,34 .96 .99 3.29 .38 .18 +20 4,05
400 - 600 30 1.15 .87 77 2,79 .31 15 0 .10 3.35
600 & over 9 1,04 .85 1,00 2.89 « 39 .18 10 3.56
411
Creareries 100 1,29 .93 .95 3.17 .37 .17 .17  3.88

A consideration of the rel=tion between volume of business and cost of
manufacturing indicates in general that as the amount of butter churned incresses,
the cost of rmnufacturing decreases, In this stuly a cifference cf 1.14 cents per
pcund in favor of the large crecmorices was found, The slight incresse -in the totel
cost per pound for the largest group is dou tless due, in part, to the larger pro-
portion of these creareries drying buttermilk, This is indicated by the high fuel
cost of these creatcries, The office expense for these larger creameries is also
slightly higher,

Volume of Output and Price Received for Butter Shipped

The price received for butter shipped is of rore significance in julging
creaiery efficiency than the price received for all butter, The letter price may
be affected grently by what the crcamery charges for patrons® butter, and for
butter sold locally, Fer this reascn, the price received for butter shipped was
used., These prices, celculated from the smnual reports of 355 NMinnesota ccopera-
tive creameries for 1930 are given in Temble 3., This table shows the same relstion
between volume of output cnd efficiency as that indicated by Table 2 showing costs.
The very suall creameries opsrnted at a cecided lisadventage., However, this dis-

advantage becomes less enC less as the cremery increases its cutput,
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Table 3, Net Price Received for Butter Shipned by &55
Minmnescta Croperctive Cre~meries, 1930

Butter Churned Nurber of  average :+ Butter Churned Nurber of  Average
Thcousands of Crecrerics Price per : Thousands of Crecrieries Price per
Pcunds Pound : Pounis Pound

0 - 100 22 33,25 : 800 - 700 12 34.69
100 - 200 104 33,96 : 7C0 - 800 4 34.12
200 - 300 78 34,02 : 800 - 900 5 35.01
300 - 400 64 34,29 ¢« 900 -1,000 2 34,75
400 - 500 35 24,27 : 1,000 & =ver 6 34,52
500 - 600 23 34,59 ¢ All cremierics 355 34,12

Disprsal cof By-Products

It has been suggested that through 2 large velue cf business a nore
profitable “Aispossl of cresnery by-prcducts mnight be made, 1In necrly all districts
where hogs are raisel the usual niethol of disposing of the buttem:ilk is to sell it
in liquid form tc fomiers for hng feeding purposes. One of the principal iteuws of
business at the amual rectings of nany cooperative cremaery asscciations is the
dispesal of the butternilk which uswelly gocs to the highest bidder, Where such
a market for the buttermilk prevails, the returns for this by-procduct compare very
favorably with thosc obtained where indivicual driers have becen installed,

In sane areas, aowever, where hcg raising is not general, scme cther
rethed of handling the butterr:ilk must be Cevised, Drying equipment is much teo
expensive to warrant its purchase fcr the average size plent, In one area vhere
preducers vwere faced with this problem, & fedcroticn of 18 creamery organizations
constructed a central 7rying plant to hamile the buttermilk from 211 of the meiber
crecreries, This has cnabled sriall plrmts to tcke alvontage ¢f large scale opera-
ticn in drying their buttemsilk,

Finoneing YMay affect Volume

48 previously statel, therc is o wide variation in the finmneing expense
of inCividual orezteries, Ccrtain Minnescta c~operative creareries, especially
sore of the smaller cad long osteblished ones, have ne financing expense, They
have no indebtelicss and in mxny instances pay no fivilenls on the capital stock
because the stockhelfers ore interested in the cremery as en outlet for their
but terfet rather than ~s = place to invest funds, In scre cases, 21l record of
capitel stcck hes been lost, These croareries zre in & fortuntte position as long
28 it is net necessary to rake extensive irprovements cr repairs, If the creanery
is without sufficient reserves to finance thesc expenses, it must cover thenm by
reducing the price it pays for butterfat., If it is a smm1ll cresvery with lorge
ne ighbering crewieries located at better trode centers,. failure t "pay up" nay
cause a number of patrons tc sift t~ these larger cremricries., Orgrnizations,
which still cwe for their buildings =2n? are reducing their in“ebtelness through
Jelue tinns from: peyrmants for butterfet moy experience this ssmie ddfficulty.. On
the cther hend, the rethodl of fimmneing usel by an nrgrnizeticn rny strenthen its
held on its pntrens., Preovision fer reeting oblisations may bo made before the ex-
pense of building, imprevement or repairs is actwlly incurrsd, One sethod is
through the salc of stock far cash, or for nntes to be retires by Celuctions from
peyrents for butterfat. The payrent cf these notes cannot be av-ided by taking
butterfnt tc another creamcry,.
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Unifomiity in Records Needed

An attempt to stuly rmany problems requiring solution in Minnesota
creareries brings out repestedly the inadequacy of records kcpt by a large share
of cocperative crgrnizations., At many creameries, the informaticn concerning the
year's business is quite incomplete. In a still larger number of orgmmizations,
thc records kept 2» nct lend themselves to accurate compsrison with the infcrma-
tion available from other crerrweries, Using the illustrations presented in this
discussicn, it is note? thet the reccrds for 430 cremerics for 1930 were criginal-
ly obtained, All of these assccicticns reported the zrnicunt of butter churned,
(Teble 1) but from only 355 creamcries, (Trnble 2) was it possible to determine the
price received for butter shipped,

The records pertaining to costs are still more incomplete., Over 600
creanery reprts for 1929 werc exemined and only 100 repcrts (less tham 16 per
cent) gave complete cost data,

When prices of butter are comparzatively low, cresmery orgsnizations,
cooperative and private alike should watch their ccsts, ané familiarize themselves
with #ll phases of their business, When the price of butter is high, or whea the
margin for operation is wide, small ¢ifferences in cests mey nct be so important--
but at present prices, ~nd in tircs when every possible econony must be observed
to ensure sucecessful plent cperction, complete Gata regardinz the items which ge
to make up manufzcturing expense sre niost essentizl,

) The Minnescta agriculture Deiry and Food Department has recently issued
forms which should aid creameries in keeping their records for the year, and in
cxpiling their om annuzl reports,

MINNESOT: F..RY PRICES FOR LUGWST 1931
Prepared by DD, Kittredge méd i,n, Brickson

The incex nuiber of Mimmescta fam prices for the month of Lugust 1931
was 55,1 When the average of fam: prices ~f the three asugustscf 1924-25-26 is
represented by 100, the indexes f or august of each year from 1924 tc dnte are as
follows:

Lygust 1924 ¢5.2
" 1925 - 104,2
" 1926 - 100.5
" 1927 - 62,9

" 1928 - 100.3
" 1929 - 104.2
" 1930 - 81,5*

" 1931 - 55,1%
*Prel iminary

The price index of 55.1 for the past wenth is the net result of in-
crenses and decreascs in the nrices of farm products in ausust 1931 over the
fverage of august 1924-85-26 weighted eccoriing to their relstive importance,
The decreases range from 68 per cent to 17, The products renked according to

T:he slze of their percentage increases or decresses in this comparison are shown
in the followinz list:
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Principal Farm Procucts which Showed Decreases in
August 1931 when Compared with the wverzge Prices in
August 1924-25-26
(listed in descending order of percentsoge change)

Decreases: Rye, wheat, corn, barley, ocats, lambs-sheep, eggs, flax, hogs,
butterfat, hay, calves, milk, potateoes, chickens, cattle,

although the Mimnesota index for august 1931 does not measure price
changes from July 1931, a compariscn of month to menth changes in price has been
mce. The increcses range from 13 per cent to 2, and the decreases from 15 per
cent to 2, The prcducts ranked accorling to the size of their percentage in-
creases or decreases in August 1931 over July 1931 are shown in the following
lisg

Principal Famm Products which Showed Price Increases and Decreases
in August 1931 when Compared with July 19381
(liste’ in descenCing order of percentage chenge)

Increases: Rye, butterfat, eggs, chickens, milk, berley, cslves, cattle, hogs,

Decrenses: Oats, flax, pototces, hay, corn lambs-sheep, wheat,




