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For many yesrs cooperative elevators in -the States of Minnesota,
North and South Dakota, and Montana, have handled varying quantities of
farm and farm home supplies as b side line to their grain ir.arketing and
storage operations. in /eeneral, these elevators have looked upon side
line jusiness as incidental to their grain operations, with the result
that they have devoted little special attention to developing their pur-
chasing service for iarniers. As bhis business has gradually gro'A-n, its

signif icaiice has been increasixigly recognized, not only as a worth-v:hile
service to farmers, out as a means of strengthening the economic posi-
tion of the cooperative elevators :;iarket inn; agencies.

Hote: - Afy^'Teciation 12 here-vith expressed tc Hiss Jane Scearce /or her statistical
assistance on this vianuscrit>t; to Harry E, Jfatcliffe , Agricultural Econov.ist of the
Grain Section, Cooperative Research and Service Division; tc the officers of the Farm-
ers^ Union Grain Terninal Association and the nanagers cf the elevator associations
uho furnished essential uato.



Because of the increasing importance of' side-line operations in

this area, the management of the larmers' Union -rrain Terminal Associa-
tion of St. Paul, Minn., requested the Cooperative Research and Service
Division to .nake a study of the side-line merchandising operations of
its affiliated local elevator associations so that suggestions could be
offered which might assist in the sound conduct and development of this
type of business. The desirability of a study of this type has
increased with the com.ing of the war, since wartime conditions require
that all agricultural merchandising arencies operate with the maximum
economy.

To provide data for this study, a short schedule was prepared by
the Cooperative t;esearch and Service Division, in cooperation v;ith the
management of the J'armers' Jnion ..rain Terminal Association, to obtain
special information from 'nember-elevator associations on their side-

line operations. These schedules were sent out to .uer.ber-associations

by the field service department of tne F,U.G. f.Ao in January 1941, but

the completed schedules were mailed by the Lnember-elevators directly to

the Cooperative Research and Service Division of the Farm Credit Admin-
istration, Washington, D« C. The location of the 296 elevators served
by the P.-U. J.T.A.. .at that time, as well as the location of the 155
elevato.r-s which returned schedules, are shown in figure 1. Although it

had been hoped that schedules could be obtained from all the elevators
served by the F. U. G. P.A. , it is believed that the elevators which
returned schedules are fairly representative oi the entire group, sub-

ject to the qualification that the replies probably included a hirher-

than-average proportion of those handling an appreciable vol^ome of

suppl ies.

There was considerable variation in the completeness with w.nich the

elevators provided the information called for in the schedules. About

one hundred of the returned schedules vjere fairly complete, while the

rest provided incomplete information on one or more questions. It is

probably true 'that those elevators which provided complete replies

represented a 1 airly large proportion oi the ele\^ators v^hich are partic-

ularly interested in side-line operations.

ECONOMIC BACKGROmiD

The general agricultural character of the territory served by the

F.U.G. T.A. is shown in figure 2. A comparison of this figure with fig-

ure 1 shows that most of the F.U.G. T.A. elevators are located in the

three dominant v.'heat and sniall-rrain farming districts.

Further inror""iat ion on the agriculture of this region, based on

1940 Census data, is shovm by figures 5, 4, and 5. .Kigure 3 shows the

uamber of farms in Minnesota, -orth Dakota, South Dakota, and Montana,
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v-Viile ri^ure -1 shoves the average size of ffjnr.s in tliese States. A com-
parison of these two charts sho^^s that in much of the area served u/ the
F.U.G.T.A. , particularly in Montana and the 'A-estern Dakotas, larre farms
predominate, with the result that the density Ox farms is comparati \;-ely

lOV;.

l''igure v''), based on table 1, shovjs the average value per farm of
land and buildings and of implements and machinery for this same terri-
tory. This fi£[ure shows that on an average per farm basis there is

little more invested in land and buildings for the relatively large
tarriis of Montana than for the smaller faivas of eastern North Dakota and
the v/estern counties of Minnesota. However, e smaller amount per fann
vias invested in land and buildings in western i\.orth Dakota and in South
Dakota than in the other sections. The average per farm investment in

implements and equipment was some^d'.at higher in the more intensively
larmed area of western Minnesota and eastern ^^iorth Dakota than in the
other parts of the F.U.G.T.A. territory.

TABLE 1. Average value of iaiyd and buildings, aixl of implerrents and mchii;iery in

1940^

AVERAGE AVERAGE

ITEM
VALUE OF

LAND AND

BU 1 LD 1 NGS

VALUE OF

1 MPLEHENTS

AND MACHINERY

$7,961 $1,263

7, 743 1. 353

P,373

6,976

396

1,113

^
[J . Bur. Cens., iCth Census, IQUO, Agriculture , Ist ssr.

In general, the area served by the F.U.G.T.A. elevators has been

adversely affected by a series of drougtit years and comparatively low

iarm prices which have tended to reduce the value of farm property.
Table £ shows how the average per farm value of land and buildings end
of implements and machinery, as reported in the Census for these four

States, has changed from 1930 to 1940. It is of particular interest

that the decline in the per farm value of land and buildings vjas much
greater than the decline in per farm value of im.plements and machinery.
As a result, the value of implements and machinery as a percentage of

the value of laxid and Duildings increased in all four States. This sug-

gests that farmers have continued to Liuy machinery and equipment in

order to produce most economically in the face of declining farm land

values.
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TABLE 2. Average per lasr. value of lard atxl buildings and cf imi^lenfints sad. rnacHin-

ery in Mliinesota, Nortii Dakota, Moiitaua, ard couth DaV:oi.a, 1930 and 1S40; aru

average per farrr. value of implements and mchirerv- as a percent,a|e of overage jer

farm value of lard ard Luildings.

STATE

AVERAGE

PER FARM

VALUE OF

LAND AND

eulLDINGs

PERCENTAGE

OF

CHANGE

AVERAGE

PER FARM

OF IMPLE-

MENTS AND

MACH 1 NERY

PERCENTAGE

OF

CHANGE

AVERAGE PER FARM VALUE

OF IMPLEMENTS AND

MACHI NERY AS PERCENT-

AGE OF AVERAGE VALUE

OF LAND ArlD SiJlLDINGS

1930 19U0 1930~j 19U0 1930 19U0L _ _ _ .

Do I lars Percent Do I lars Percent
\

Miruiesota. . . ,

.

11,471 7,31? -16. 3 1.040 1,069 -2.3 9.1 i4.6

North Dakota ,

.

12,199 -45.7 1,596 1,140 -2?^. 6 13.1 17.2

Montana c .,.„.. 11,109 8,373 -24.6 1,39.5 1,133 -19. e 12.6 13.5

SoutL Dakota.

„

15,455 e,976 -54.9 1,357 -902 -33.5 B. - 12.9

Source: Conpiled from statistics of the C. S. Durej.u of the Census,

Infonaation on the n.ajor supply expenditures of larms in the four
States served by the F.U.G. T.A. for 1939, 'Aich totaled alir:Ost 180 inil-

lion J.ollars, as sb.o-vn by Census data, is j-iven .in table 3. in order
of i.aportaiice they ranged as follows:

(1) IiTiplements and maciiiaery, etc.

(2) Gasoline, etc.

(") Feed

(4) Building materials, etc.

(.!)) Coir;m.ercial fertilizer

Table 4. shows the percentaf;e of farinS in each State vrhich reported
the expenditures sho'^n in table -3. It is sij-uif icant that aiiout four-
lifths of the farms reported the purchase of gasoline while three-fifths
reported the purchase of feed; less than half reported the purchase of

iinploiTients
,

etc., and builiin^^ materials, etc. Commercial fertilizer
purchases v^ere relativelj^ unimportant, less than .3 percent of the farms

reported such expenditures. This table sJiOws that 'chere is no signifi-

cant variation in the percentage of iarns in each State reporting these

various expenditures, except in the case of feed, which was most com-

monly purchased in Minnesota.

Table 0 shows the amounts of these expenditures per reporting farm.

It will be noted that they vary considerably among the four States.

For illustration, the average reported expenditure for feed .as •^l-i^ in

Minnesota and ^210 in tvlontana, v,r^dle the average reported expenditure

for gasoline was ,;:141 in Wlinnesota axid |;21.3 in iv5ontana.
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Table 6 shows that total fcxpenditare'^ for feed in the four States
fell fror, ;jH3,190,531 ir. 1329 to ^Sl, 772, d3S in 1939. When, however,
1939 values are shown in ter^tis of 1929 feed purchasing power, as shown
by feed price index nuinbers, there was an actual increase of approxi-
mately 21 percent in the quantity of feed purchased. Table 5 shows that
the proportion of farnis reporting; feed expenditures increased from 51.6
in 1929 to 5S. 2 in 1939.

TAEI£ ^leported Parr. 'Expenditures for Peed, Inple rents , etc<,
,
Gasoline, etc.,

Building Materials, etc., ard Commercial Per^ili^^r in Minnesota, North Dakota,

l-tontana, and South Dakota, 13.??"^

FOUR

STATES
Ml NNESCTA

NiCRTH

DAKOTA
MO NT AM A

SOUTH

DAKOTA

Feed = o

Inplenents, nEchinery, etc.-'^

Gasolire, etCc ,.o .

Bui Id iHy r.ate r ia Is , etc.;..
Con^iTiercial fertilizer. =

Total for specified

expenditures- . = „ • » = o .

.

$34,77?,, i:->,?

70, 132 .,132

49,e;.'7»S06

24,407. 7P2

7^:2 . 7:!6

$12.303,5C6

34,257,904

22,320,700

15,401,901

491,667

$3,590,141

14,171,^04

11,92.8,007

3,146,500

.......

f -1,0.35, ?77

9,3X,477
6,569,75d

2,7ir..^l9

$7, - 43, 148

12,402,613

8, 879, 340

3,140,562

13,255

179, 7f 2, '544 91,77.':, 739 32,899, ^X' 22.?0P.r00 32, 2 7R, 926

Data from U, f' , Bur. Cen. ,16th Census, 19^*0, Agriculture, 2d ser

.

2
Includini- ex(>endit'a,res for automobiles, tractors, and trucks.

o
Including lumber, roofin^ materials , kardi'jare , cement, p(2ir.t, fencing materials

,

etc., for use on the farir^.

TABLE 4. Ffercentagt; of -ill if'c.ns whicn r:eporte:l Pui'chases of L^et;d, inpleir.ents , etc,
GasoliZ£, etc., Building yaterials, etc., and Coinjr,ercial Fertiliser in Minnesota,

North DaKota, Montana, anl 3outh Dakota, 1939^

FOUR

STATES
Ml NNESOTA NORTH DAKOTA MONTAiiA 1

SOUTH
1

DAKOTA

Percent

Feed, . , . . ^ , . 0 » 0 . , 0 0 < <•

.

r7. '^'j 41.7 56.3

Im.plerifcnts , etc . c 0 „ - c . = 46. i7. ~, 49.5 .]0.C
I

45.9

Gasoline, etc. , r .. . . , c , c 79.7 .90.3 93.0 73.7
1

7?^.

3

Building raterials, etc /I r» IT
..^ / • ..J 50. 9 il7. 7 40.2

Cornriercial fertilizer. ti. 1 3.6 e.o
1

0.3

Lata from, U, S. bur. Cen. , l6th Census, 19i4C
,
Agriculture, 2d ser.
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TABIE 5. Araount of ?ocp^ijditures per :'?ecorting Parn for Peed, Ir.plenents, etc.,

Gasolirjs, etc., Building Hiterials, etc., ard Comniercial P'ertilizer iii Minnssota,

North [}aKota, Moritana, and Soutn liiKota, 193&-

FOUR

STATES
M 1 NNE'SOTA NORTH DAKOTA

! MONTANA
I

SOUTH DAKOTA

do I lars

Peed , o = . 155 14? lie
r
1 210 192

Implements , etc . , o , « . . ,

.

365 387 ! 556

Gasolirje , etc . o o

.

lt=£ 141 194 ' ?.13 157
Build iiig irateriais, etc. 133 153 B9

;
149 108

Coinrrercial fertilizer = . = 7w 97 74

fata /roTC 5. Bur, Cen., 16tk Census, 19U0, Agriculture , 2d ser.

7 p
TABLE ". v..ianges in "Reported Farir. Sxpenditur-es for '•'eed" from 1929'' :.o 1939 in

Minnesota, North Dakota, Montana, and South Dakota

STATE

VALUE OF l?£POf?TEO

EXPENDITURES

PERCENTAGE OF

FARMS REPORTING

EXPEND 1 TURES

EXPENDITURES PER

REPORTING FARM

1929 1939 1929 1939 19 29 1939

Dollars Percent Dollars

Minnesota . . , o , » . »

„

19,'^7R,96P- 19,303,5^6 61.3
!

67.0
j

173 '1-15

fvort.'i Dakota w ^ .
.., = 4,203,745 3,590, 141 36.

3

41.7 149 116

Montaiiao . o . . » „ , = ^ „ 6, 871, 9e4 4,035,577 43.6 46.

0

210

South DaKota . . = « »

o

12,435,826 7,<i43,14B •

1

—
4'". 7 56.3 3<37 192

Total 4 States.
h- -- - -

43, 19^:. ='^21 ^^'/"2.432 213 155

'Data from. U. S. Bur. Cen., 13th Census, 1930, Agriculture , I', 2, parts 1 and 3.

"^Data froTT. U. J", Bur, Cen., 16th Census, 19U0 , Agriculture, 2d ser^

Extent of Cooperative Rirchasing by Fanners in ! 'iinnesota,

iJorth Da.kota, Montana, and South Dakota

AvS shown in table 7, the percentage of farms . reporting cooperative
purchasing in ^'iinnesota, North Dakota, Montana, and South Dakota crew
considerably in the years trom 19/'9 to 1939. It will be noted that in

Minnesota 'ib. :j percent of all farms reported socne cooperative purchas-
ing. In no other State in the Nation was t.'ie percentage of farms
reporting cooperative purchasing so high.

- 11 -



TABIi' 7. Ffercentage of farms reporting cooperative purchases

STATE
]

1929 1939

Percent

Miiuiesota. .

.

North L>akota

Montana

South Dakota

14.2

e.4

45.-

22.-4

•23.5

Four States

Coml>iled from, statistics of the U, S. Bureau of the Census.

Uat'ortunately, t!ie Census did not rrovide infor.aation on tiie dollar
volume of cooperative purchasing in these iour States. According to the
Banks I'or Cooperatives survey for 1936, Viowever, the extent of such
cooperative purchasing in that year for the four States was $37,304,000,
as sho'.vn in table S. Petroleum products headed the list of tav". sup-
plies purchased cooperatively, follov.'ed by coal, and feed and flour. A.

comparison of the figures in table 8 with the expenditures of farmers
for certain supplies shown in table 3 indicates that only a fraction of
the supplies now purchased by farmers are obtained cooperatively.

Totals of It, 793 memuers and 31,737 patrons vwere reported by 116 of

the F.Q.G.T.A. elevators, 'vhich gave this information as sho'/m in

table 9. Of the patrons, 12,711 were meiabers and 9,033 were nonmembers.

Some of the nonmember patrons were, however, iu the' process of becoming
members t-Trou£,h application of- patronao;e dividends to purchase oi a

share of membership stock.

The average number of members for the territory as a whole was 137,

while the average number of patrons -.vas 187. dowever, there was much

variation in the average nurnber of ir.embers and patrons for the several

States served by the F.U.G.T.A. The average number of members in Minne-

sota was 156 and the average number of patrons 223, while in eastern

North Dakota the average number of members was 116 and the average num-

ber of patrons 158. In Montana the average number of members was 112,

and the average number of patrons 180.

For the 116 elevators combined, 85.9 percent of the members were

patrons. The highest percentage of members who were patrons was found

in Montana with 90.2, i-;hile the lowest percentage was found in South

Dakota with 82. The percentage of patrons who were meribers ranged from

40 nercent for South Datcota to 62 percent for western worth Dakota. The

low percentage shown for South Dakota can be partially explained by the

ivTOfflER OF ivIEi\/i3ERS Mm PATRONS SERVED

- 12 -
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tect that niaiiy elevators in this State 'i&vft been organized^ or reorgan-
ized, recently, 'vith the re:-;ult that patrons are in the process of
acquirinr; iiietr.bership through the application ox patrona/^e -iividend pay-
ineats on shares of stocK.

CHARACTKR OF PURCHASING OPERATIOJJS

Table 10 shov'S total and avera^re grain and supply sales for lOP)

F.U.G.T.A. elevators v<hich reported such information. Altogether thess
elevators had combined grain sales of ^8,151,963 and combined supply
sales ot ^86i,610. On the average, therefore, grain sales amounted to

$76, 71€ and supply sales to ;f8, 157. The average elevator had about 137
patrons; therefore, the estimated average value of grain marKeted for
each patron ^'as slightly in excess oi ^400 while the average quantity of
supplies sold to each patron atnounted to less than $50, Since the aver-
age farm supply expenditure for tanners in this area amounts to several
hundred dollars a year, it is clear that only a fraction of the supplies
purchased has oeen obtained through the elevators.

Seventy-seven of these elevators reported a combined net incoiae of
4t239,532, or an average net income of 4p;3,112. Nineteen of these ele-

vators had a total grinding income of :^26,4o9, or an average of 4'1,392.

The total net income reporter for all of these lOO elevators amounted to

2.7 percent of their tot?il sales. T'.ie average net income for the 77

elevators tnat reported net income represented 3.7 percent of the aver-
age combined grain and supply sales lor the 106 elevators.

Table 10 also shows that there was considerable State variation in

the proportion of supply sales to total sales. In Montana and western
North DaKOta the value of supply sales represented only '5. 7 percent and
7.S percent of the total sales -Arhile in Minnesota, eastern f.'orth Dakota
and South Dakota supply sales represented respectively 12 percent, 14

percent, and lb.? percent of total sales. The average net income as a

percentage oi average combined grain and supply sales ranged from 2.3
percent in Minnesota to 4.5 in i-estern North Dakota. T'ais variation was

not directly related to the size oi' grain or supply sales although the

regions where the elevators liad the highest net income as a percentage
of average sales had relatively large average grain sales. The relation-
ship of size of supply sales to net income is discussed on page 34.

Size of Supply Sales

Table 11 classifies 122 elevators which reported the size of their
supply sales. This table shows that the average value of supply sales
for these elevators was $8,070. It is siguificaait that only 55 of the
122 elevators, or 45 percent, had supply sales of more than $5,000,
although their sales represented 83 percent of the total supply sales
reported. To express this differently, 67 of the 122, or 55 percent of
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table; IC. Total and Average Value of Grain and Suppl;^' Sales, Grindixig IncoF£ and Net

Income of 106 Farmers' Union (3irain Terminal Association Elevators, 19r''5-40

^ T A T C

SALES
SUPPLY

SALES AS A

OF TOTAL

SALES

1

GRINDING

1 NCOME

NET

INCOME

\ Kir OMF

AS A

PERCENTAGE

w ' O H L L. O
GRA 1 N

I

SUPPLY TOTAL

Do I I ars Percent Doll arc Percent

All elevators

:

Total o 131,963 •9^,610 P, 9=6,5-73 9.6 26,459 239;e33 2.7

73,716 P,157 ?A , 973 1,392 Y, 112 3.7

(106) (106) ( 106

)

(19) (77)

lull T-wn C7 /^t' *

BC^,379 110, 153 916, 432 '12.0 4,755 15,69G 1.7

67, 1?0 9,179 71^, 369 2,37B 1,743 2.3

(12) (i;') (1^) (2) (9)

1 M* '1 C + O T~l 1
"

o 346,105 2,472,769 14.0 6,46P. 47,974 1.9

62,r>49 10, 179 72,728 924 1,999 2.7

i>jui'iucr repoi bxii^ (34) (34) (34) (7) (24)

•

(Western )

:

•

Total 2 ,6R?,ie9 327,246 2,909, 43"=> 7. P. 10, IIP 89,954 3.1

7e> 6,493 83,127 1,445 3,748 4.5

Number repcarting (35) (3-^.) (3?) (7) (24)

Montana

:

o 137,612 2,413,^772 5.7 2,430 79,977 3.3

119,798 7, 243 127,041 2,430 4,998 3.9

NuT'iber reporting (19) (19) (19) (1) (16)

Soutn Dakota:
1

2^0, e7i 4T,494 23^1,1^5
1

1?.3 2,6ap 6,03-6 2.1

40,11? 7,249 47,361 1

1

1.344 1,509 3.2

Number reportirig (e)| (?) (6) (")

the elevators had supply sales each of less than $5,000, and together

their supply sales represented only 17 percent of all supply sales

reported.

This table shows that a lar^^e percentage of the elevators in western

North Dakota and Montana had supply sales of less than |5,000, In

Minnesota, eastern North Dakota, and Souta Dakota the majority of the

elevators which reported supply sales had supply sales of more than

i^5, 000.
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T~ELF IL 122 Parrjers Union Grain Terminal Association Elevators classified

according to size cf supply sales, 19GCM0

ALL ELEVATORS MINNESOTA
r' ' —
NORTH DAKOTA - EASTERN

TOTAL AVERAGE TOTAL AV ERAGE TOTAL AVERAGE
SlI PPI ¥ <s Al PS ELE- AMOUNT AMOUNT ELE- AMOUNT AMOUNT ELE- AMOUNT AMOUNT

VATORS REPRE- REPRE- VATORS REPRE- REPRE' VATORS REPRE- REPRE-

SENTED SENTED SENTED SENTEO SENTED SENTED
.... ...

Sunber Dollars Hunber Dol lars Munber Do I lars

IMer $1,00C' 1? 5,271 402 2, 828 414
- —

1

1 11 11

1 M,102 2,004 3,142 1, .571 6 12, 947 2,158

3.ooi-f;,ooo lOe.,531 3,946 - 11 45, 144 4, 104

Uiider $5, OCT 165,904 2,476 3, 970 993
1— '"^

IS 58, 102 3,22B

<i!=i mi—in orn 178, 704 6, 873 6 40,609 6,768 11 76, 630 6,966

10, 001-25, OCO 22 322,334 14,652 4 55.309 13,827 10 149,605 14.961
2.5,001-50,000 4 138, 809 34,702 1 29,440 29,440 2 82,944 41,472
Over $50,000 3 170,739 59, "^80 — _ 1 52,260 52,260

Over $5,000 5.5 31P, .586

\:

14,883 11 125. .358
,
11,266 24 3G1, 439 15,080

All elevators

reporting

supply sales 12 9P-4,49C 6,070 1^ 129. 328„ 8, 622 42
1
419, .541 9,989

Cont'd
'

r

Cont'd

NORTH DAKOTA - WESTERN
I.

MONTANA
!

SOUTH DAKOTA

Under $1,C0C' 3 1.491 497 5 2.034 407 2 907 404

12 23.721 1,977 11, 727 1.955 1 2,56'=^ 2, 565
.3,001-5.000 12 46,, 243 3.854 o

-> 11, 391 3. 797 ^ 3,753 3,753

Under $5, 000 27
1

71,4."=^ 2,646 14 2.5, 152 1,797 4 7,225 1.814

$5,001-10,000
—

?

1— —

1

56, 446 7,056 1

1

5,019 5,019
10,00^-25,000 3 45.503 15, 168 22. 569 22, .569 4 49, 348 12.337
^5, 001-50, COO 1 26,425 .26,425 -

Over $.50,00: 1 61,386 61. 388 1
' 65,091 65,091 _ -

Over $5,000 12 163,337 13.611 3 114.035 38, 028 5 .54,367 10,873

All elevators
h

'
1

1

reporting •

supply sales 39 234,792 6,020 17 1139,237 8,190 0 61, 592 6,844

Supplies llandled

Tne major items of supplies handled by 122 F.Q. G.T, A. elevators
which reported itemized supply sales are shown in table 12. It will
be observed that 87 percent of the supplies for all elevators combined
comprised coal, petroleum products, twine, seed, feed, and flour,
while 7 percent of the supplies shown under the heading-, "r'.iscella-
neous," included various other farm equipment and supply items, Ttie

remainin^i; 6 percent of the supply sales reported were not classified
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by commodity. Table 12 also shows that there was considerable
variation in the percentage of various supplies handled by the

elevators in the several States. For example, coal represented a

high percentage of classified supoly sales in South Dakota and in

eastern North Dakota, while in Montana and v/estem North Dakota
petroleum products represented the bulk of supply sales. The

degree of variation between States in the supplies handled by the

elevators is apparent in figure 6 which shows the percentage
breakdown of supplies which could be classified. ^

Elevators Handling Specified Supply Items

Table 13 shows the number of elevators which handled certain
fann supply items. Of the 133 elevators which provided such infor-

mation, 96, or 73 percent, handled feed; 94, or 71 percent, handled
coal; 91, or 68 percent, handled twine; 86, or 65 percent, handled
seeds; 71, or 53 percent, handled flour; and 58, or 44 oercent,
handled salt. A. smaller number of elevators reported the handling
of other farm supply items such as fence materials, farm machinery,
paint, and wire. Table 13 shows that many elevators at present
handle only a few supply items, but that many different supnly
items are handled by one or more elevators in the group.

Elevators Interested in Handling Additional Supplies

In table 14 mana^,ers of 99 elevators listed supply items which
they did not then handle but which they felt were desirable to
handle. Tliis table shows that many elevator manajiers felt that it

would be desirable to expand tiieir supply lines to include such
specific items as fence materials, salt, luruber and building mate-
rial, flour, feed, posts, poultry equipment, twine, and wire. In
order to get further information on the degree of interest that
these elevators might have' in handling supplies that they were tnen
not handling each manager was asked to express his opinion as to

which of such supply items had the ^:;,reatest sales and service pos-
sibilities. On this question, as shown by table 15, tne most fre-
quent items mentioned by the 71 mana^'ers who furnished such
information were lurober and building materials, farm machinery,
fence posts, twine, feed, flour ana salt. Tables 14 and 15 thus
indicate a disposition on the part of many elevator ruanagers to
favor the widening of their lines of supply by adding certain
supply items.

The f) percent of supplies which were not separately c lassi fied have not been
included in the totals

- 18 -



FIGURE 6

Percentage Breakdown of Supplies Distributed by

FU.G.IA. Elevators, 1939-40
PERCENT
00

ALL uiMkie<;n-rA EASTERN WESTERN ..«mtama SOUTH
ELEVATORS ^^'NNESOTA

^.DAKOTA N.DAKOTA
'MONTANA

^^^^^^
Coal ana petroleum products were principal tuppllet handled, but types showed much regional variation.

06130-6
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TA3L!? 13. Analysis of riana;;ers • replies to question, "U'hat supplies do you

now handle?"

1 7 CM
1 1 cm

El-£V4T0RS REPORTING f c o r* fci XFERCENT-

Ab t U ri NORTH DAKOTA
MONTAN A i

SOUTH
TOTALD 1 n 11 L. U 1 M

1 EASTERN WESTERN
1

DAKOTA TOTAL

Percent

Anti—freeze .^^..^o*^*. od i 4 3 1 13 9,8

Fia't'teries »o.-«o«ootffloe.^ 4 oO C\S 6.B
Brushes and brooms o q ^ j 1 1 2 3 0

4-:; I'J o X(J 494 70o 7
jairy eq^uipinento c o & o ? ^ J. X 4c 5
IJ XO XJ iX €C OCUlO w O C 9 ^ C 0 3 ft 1X -1- J Co 8
7/1 ic + c 1 _ 1X X •.3c b
arin eq.uipnen*t a* aoooc p X X ^, n 4,5

p 1X 4. 5
oniric;

X* w\JV-i.O e ooTuoc 000100-300'. 1 30 X/i je 72 -. 2
o 9 10 7,. 5

/
o ;X _ Ix 8o3

PI mir <svj
r?l ^3^4

4 1X _
f 5o3

ncVl XKr.o!b 'CLi Ki UX±« ^ ? e Q c 1 r\ - _ 3 2o 3
1X 1X _ o 4 3o 0

ry
/

o
-1 ly 14.. 3

oo O 1
X c

Line rois-t-ooc-' o
<c 1X 1 3cO

XjUI'IUCTX diiwX UU.XX'UXXl^
-

-1X o
r:

n 5c 0
c;
»j

A o 11 Q O
"^Jc O

Mnt. or* i 1 Qi '^J W XXO O-^ OCUOCOuCOO p 1 in 12=0
Nails , J . n "lX 1X o

<-; 3o8
iritj and nn+^r* i 1- u i u CU 1^.1 i < 1C4 \J\^ X X Cb X>0 o • o

o
v3 1

-L y 6,0
JT C UX UX" UJIi jpX (JUIXV^ euro 1X 4 1 15 11c 3
*• J^\^rt L ^ LJCIXJ. O,. ?i50 COOOO \1 2 _ 7 5o3
POSt/S Cl.3o^cr0JO30C-. oco o >j 11 8.3
* %-"^X WJ. Jf '^j^ LXXiyiHdi U J e -5 o i: 4 1 4 - 11 8.-3
Poof

1

n6. UUX XXl^ (^oooeoiooooooco 1X o 3 Q 6c. B
u W^'^ y i JJAX 1 X XCbOOdAOOO'JOO 3 1 2 _ 6 4. 5
Ral t^-'CkX O^eor .oca^coococ'j'o 14 10 n 58 43o6
oeecis — X leiUi • ^ c ? o o o 14 9 86 e4o7
-JUDVC Xo o c & c o ? J o c o o 0 o ' 4 - 2 7 5c 3

ca^ iiidotrx 1 H. 1 S» © o c a • o 2 1 8 6.0

1 0,1
Tires and tubes, etCo

.

p 9
Twine , , . « . c . , , o . . » , . „ 15 33 32 P5 5 91 68.4
Tools, small, 0 0 . o , c

,

1 1 2 4 3„0
Wire, barbed and

galvanized ,,..,„.. ^ - o

,

2 2 ~ (=;

Wool bays, etc. o . . o 1

- 1 1 0= 1
Mineral.. » o <- » » » „ « o . . . „

' - -

Elevators reporting ori

above itei;'B - , .- ^ . . , , ,
i 44

• ~t

4?

—

1

•14 11 133 ICOcO
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TABLE 14. Analysis of managers' replies to question, "What supplies which you

do not now hajidle are desirable to handle?"

ELEVATORS REPORTING

1 TEM
MINNESOTA

NORTH

EASTERN

DAKOTA

WESTERN
MONTANA

SOUTH

DAKOTA
TOTAL

AGE OF

TOTAL

//umber Percent

Anti-freeze ,.,.. = „ » 4 3 7,1
Batteries . . . <. o , c , « . -.

.

2 o 9 9,1
rushes and broornSo , .

,

2 o 4 4,0
Coal, o o

,

2 1 1 4 4o0
Dairy equipment, . , , . .

«

2 1 1 1 5.1

Dis infectant „ , . . c » » »

»

3 4 3 1 11 11, 1

Dusts o « c , , O O 0 o 0 o o . , „

.

1 1 2 1 5,

1

Farm equipmento o » , . , . o 1 4 1 9 9.1

Farvi machinery. . , , <. ... 4 1 2 14 14.1

Feeds, o o o o 6 R 1 2 IR IB, 2

Fence materials . . c . .

,

4 9 4 3 2 2:^ 22.2

Fertilizer o o

.

5 6 1 1 1? 13,

1

Flour o . O , 0 0 o n O O 0 O O 0 ., , . 4 10 .i 1 2 21 21.2
Forks ,,oo.o..,,,„-.i,c 2 2 ~ rr

7.

1

Harjiess and oil=,cro.,. 1 ; _ 2 2..0

Hoes,. , 0 0 ^ o . . . . . . 0 V . ,

,

1 1 3 5.1
Lnsecticideso , , o c - , =, 4 4 1 2 11 11,1
LiTiseed oilc . » » » » » . o . •, p 4 2 9 9.1

Lime , „ o . , , c o . . , o . . „

,

_ 1 _ 1 1,0

Lumber and biiildin^

material, , . , = c » , , c o
o 9 3 3 4 ?1 21,2

Molasses. o , ..... o

.

1 3 1 r- .5.

1

Meter oi Is o , o c o = , .3 3 2 2 10 10.

1

Nai Is , ... o . 0 ....... o . 1 1 1 6,

1

Paint and riiaterials

.

1 c; 4 1 1 12 1?. 1

Petrole.um products .... 3 3 2 2 IP 12,

1

Plcw repairs o.. . c . 4 3 9 9,1

Posts 0 .... c 3 7 -' 3 1 13 19,2

Poultry equipments .... 6 6 3 3 _
i IP IB. 2

Roofing o . o c , . 0 . o o . c

,

1 3 1 i 7
1

7,1

Tiope, manila, . . o . . o . .

.

2 3 _
i 7 7.1

Salt.,,,. ..... 11 6 1 1 1 22 2^'.2

Seeds - field. o = .....

.

4 4 2 2
I

13 L''. 1

Shovels o .- . , , , , „ c o . . , „ = 3
i cr

i

5.1
Spray materials. .....

.

p 1 1
i 6 6,

1

Su3ar,.o. <.

,

Tires arid tubes, etc.. 2 2 1 ' 9 9.1
n

1 2 1 3
i

1
17 17. 2

Tools, small. „, c . .0 ».

o

1 1
i

6,1
Wire, barbed and

i^alvanized. <,„,.„

.

4 1 J - ' 1^ 19>2
Wool ba^s, etc,c....,o I

1

Mineral, c ....... ..

1

1 -
i

1 1 1.1

'Elevators reporting on

above items. , , ....

r

"

j
22 17 o

i 99 ino.o
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TABLE 15. Analj-sis of managers' replies to question, "Whiat supplies not now
handled have the ^^reatest sales and service possibilities?"

I TEM

ELEVATORS REPORTING r__j
Ml NNESOTA

NORTH DAKOTA

EASTERN : WESTERN
MONTANA

SOUTH

DAKOTA
TOTAL

.Anti-freeze o , « » - r , ,

,

Batter i3s , . - ^ , , - .-, o <•

,

Brushes Eind broons ...

,

Coal. . o . o , = , . o . . , o , ,

,

Dairy equipment.

Disinfectant. , , c , , , o

.

Dusts. „ , . » c o . . c » „

,

Farm equipr.ent ,..„,...

Farm machir-ery= « . ^

.

Feeds ~ o o c = c o..

,

Fence iraterials c o

Fertilizer, . , , . o , , , ,

Flour, oo,,„., ,.c ,

Farl<S . r o ; . , . . o . „ , . o ,

Harness and oil» » - . .

=

Hoes o o ^ o o o , o <

Insecticides » . » - . ^ , .

.

Linseed oil, - o . , » c , .-

.

Lumber and building

material, . . - . , , , .- ,

Molasses . , r , , » . . o « - ,

,

Motor oilSc , , , o . , o , o

.

Nails o o c . -

»

Paint and materials - =•

Ftetroleum products,, c

Plcw repairs.

Pests o c o , .

j

Poultry equiprent, , , „ .
|

rioof ing, . , . , c . . o o o. . . =

j

I^cpe, mardla. ^ o »
]

Salt, o . . , o 0 . o . . , » o . , ,
'

Seeds - f ie Id , „ „ „ „ . , . , i

^hove Is c . o o o I

"pray raterialso

j

Sugar., o.,,,..c

j

Tires and tubes, etco. I

IV/iie o = J
Tools , snail. o .

|

Wire, barbed and
,

galvcuiized.
|

Wool ba^s , etc. . ^ . . „ . .
|

Mineral. .,.,.„......„, ;

F.levators report irig on!

above items

!

1

1

1

1

4

4

1|

-
i

il

j

li

w
ll

_ 1

1

1

1

1

!

17 14 15
i

PERCENT-

AGE OF

TOTAL

Percent
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101

10
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4

I
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Feed Oinding

As shown in table 16, of the 155 F. U.G. T. A. replying elevators

21 reported a total income from feed-grinding operations of $21,642
or an avera^^e income of $1, 0?1, Eleven of these elevators had a

feed-grinding income of under $1,000; 7 had an income ranging from

$1,000 to $2,000; while 3 had a feed-grinding income of more than

Is, 000.

TABLE 16. Feed grinding incoine reported by 21 FoU.G.TcA» eleva-
tors, 1939-40

1 T EM
ELEVATORS
REPLY 1 NG

TOTAL
J

AVERAGE

Under $1, 000. , o , , » . , . . o o , . . . . , .

.

$1,000-2,000. . = . 0 0 . . C. O , . . O . , . , C O .

Over $2 , OOOo o o . o,o c o . o .,.,,.»

TOtalc c o .. o 0 , o e .

Kunber Do I lar s

11

7
o

4, 4?4

9, 577

7.641

402

1,368
2 , 54 7

21 21, 642 1. 031

Table 17 shows tne location of those elevators reportin,^

grindinfj income aiid the averaa;e .jrinain,^ incorae reported for the

elevators in each State.

TABLE 17. Feed grinding income reported by Fo U. Go Tc A o elevators.
distributed by States, 1939-40

1 TEM
ELEV ATORS

R EP LY 1 NG

1

-I
\

—
I

SALES
AVERAGE

PER

ASSOC 1 AT 1 ON

Hunber Do I lar

s

Minnes ota ,, = ..<,<.,,.,„. o , . , 0 c . - 0 4 7, 599 1, 900

Eastern North Dakota. . c ;

»

7 924

Western North Dakota, oo.. 7 3 , 770 539
South Dakota, . o , , „ . , , . . o ., ? 1.37.5 668
Montana . o . . = . c « . ^ . . o ^ « .

.

1 2,430 ?, 430

Total, , „ , . . 0 o , 0 . . . , 0 21,64? 1,031

In addition to elevators which reported ^^.rinding income,
several more elevators reported .v;rindini^, but did not report grind-
ing income. It is also of interest that a number of elevators
indicated that they planned to provide grinding service in the
near future.

Most of the elevators which I'eported grinding inconie were of
the opinion that definite benefits were derived from grinding

- 24 -



service. In the words of tne elevator tnaiiagers, these benefits
were as follows:

Minnesota ;

"Decided savings to farmer because he can use cheap horne-gi-ovm

grains in mixing his feeds and mashes instead of buying coiiiniercial

feeds and payin;^ for extra costs of handlin^; and profits. "

"Furnish a drawing for our trade. Mill gives a local point
near home wtiere this service can be gotten. "

"Keeps customers for ;j,rain business."

"Farmer and elevator both profit by this service. We increase
volume of our business and operate on less margin.

"

Eastern North Dakota :

•

"Better feed at less cost to customor. "

"Better feed at bigger savings to customer and more margin for
us. Farmers use our grains and add concentrates.''

.

"Service to community at cost."

"Helps pay the overhead." ..

Wtfstern Worth Dakota; .
^ . .

...

"fields the patrons togetlter. "

"Draws grain traae and makes us. a nice income. "

"Enables us to work off our grain and screenings.

"

"Service to community, keeps patrons coming back, besides
making a profit from this operation."

"Custom grinding. Also makes additional sales of grain
ground.

"

Montana;

"Pays extra help."

Since the experience of these elevators in providing a grind-
ing service has been favorable on tne whole, it can be anticipated
that this t:/pe of supply service will be offered by other F, U. 3. T. A.
elevators graduallyo
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Euyinf^ Connections

Tne F,U,G.T. A. elevators have obtained their supplies from a

wide number of private and cooperative sources. This is shown in

fiff:ures 7, 8, 9, 10, and 11, v/hich have been prepared to show the

principal location of sources of supplies for the elevators which
reported such information. Tliese charts suggest that the elevators
have largely establisiied their buying connections by trial and
error methods takin(_; into account cost of transportation, reputa-
tion of the supplying firm, the persuasiveness of its salesmen,
the suitability of its product, the de^^ree of satisfaction with
past services, and similar factors.

It will be observed that many elevators obtain their supplies
nearby while others ^o considerable distances. However, the fi.^;-

ures show that there is some tendency for elevators to concentrate
their purchases for various supplies at certain centers; for
example, feed and flour at Grand forks, Minot, and Williston; coal
at 'Twin Cities, Duluth, Superior, Minot, Noonaii, Roundup, and
Billings; twine at Twin- Cities, Bismarck, Minot, and Williston;
seed at Fargo, Devils Lake, Minot, Williston, and Dickinson. These
figures, therefore, su^^gest that while these elevators are accus-
tomed to buy their supplies from relatively nearby trading centers,
they might reduce the cost of transportation ^hrou^h a better
coordination of their buying. •

IITFLUENCS OF SQFPLY OFERATIOf^S ON NET INCOME,

Unfortunately, for the purpose of this study, tne accounting
records of the F.Q.G.T. A. elevators do not make it possible to
determine accurately the proportion of net income directly attrib-
utable to tde iiandling of supplies. In most cases, because of the
small volume of supplies handled, the elevators have not depart-
mentalized their operations nor made any serious attempts to allo-
cate costs among their grain marketing, service, or supply oper-
ations.

In general, these elevators have been in position to provide
supply services witn little additional expense for special facili-
ties or personnel, with the result tnat any revenue from sine line
operations has been looked upon as a supplemental or Dy-prpduct
revenue. Such side line supply operations have tnus been looked
upon as a way of increasing the net revenue for the operations as
a whole and for this reason it has not been considered important
to aetermine the extent of the separate net revenue contributed by
the supply operations. In fact, many elevators have measured the
importance of side lines to their operations by the extent co

v;hich gross margins on side lines could meet the general operating-
expenses of the elevator.
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As a result of this attitude, few elevators have made any
attempt to pay a separate patrona^i^e dividend on supplies except in

the case of petroleuia which has lent itself to departraental oper-
ations since the distribution of this product has called for spe-
cial operating; facilities. Tne more cotrmon practice has been to

pay pati-onafi;e dividends a^ a flat rate either in cents per bushel
or ei;rain marketed for a member, or as a certain oercentaije of the

member's total marketing and purchasing busiaess with the elevator.
Because of this ^^eneral situatioii, few elevators can provide any
definite information on the ariiount of net income which has been
separately derived from xheir ti^aia or supply sales, or from oxher
operations such as grinaing.

Studies of the operatin^^ efficiency of cooperative elevators
have £,enerally shown, uowever, that elevator net income is commonly
increased in rou^^;h proportion to the extent of supply business.
Wliile such studies have been of value in showing the desirability
of handlin;^ supplies in connection with elevator operations, they

have not yielded much exact information on the costs and degree of
profitability of such supply operations.

Although practically none of the F. J, G.T. A., elevators attempted
to allocate overtiead expenses between supply and marketing opera-
tions, information is generally available on f/ross operating mar-
i^ins for both f=;rain and supply sales. Such information sliows that
gross margins on supply sales are usually considerably larger than
£;ross margins on grai:i sales. If it could be assumed that tne
expenses incidental to marketing a dollar's worth of supplies were
equal to the expenses incidental to market in^i a dollar's worth of
grain, there ivould be no question but that supply operations were
more profitable than grain operations. However, the genei'al

experience of elevators indicates that it is more expensive to
distribute a dollar's worth of supplies than to market a dollar's
worth of grain, ^

In ttiis connection it snould be remembered that gross margins
on grain are sometimes fixed at a low figure because of the ability
of an elevator to make up losses from its supply operations. In
other words, it is necessary to remember that gross margins on
both supply and marketing operations are enerally fixed in accord-
ance v;iuh general elevator operating policies. for these various
reasons, any comprehensive study of the contribution of supply
operations to elevator net income must wait until more elevators
keep their records in such fom that it will be possible to allo-
cate expenses among marketing, purchasing, and service operations.

''For a further discussion of this point, see Ratcliffe, H . E., Hcnphill, P. 7.

and Hollands, H. F., Cooperative Grain Elevators in liorth Dakota and Eastern
Montana, F.C.A. Bui. U3, 58 pp, illus., 19U1. See pp. U5-U6.
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However, some evidence bearint, on this point was obtained through
correspondence with a few of the F,U. G, I'.A^ elevators.

Elevator A, with supply sales of $11,993, and total (Tposs

trading income on supplies of ^1,853. estimated that elimina-
tion of these supply sales would have reduced costs by only
about $120.

Elevator B, with supply sales of '|10,307, and a total gross
trading income on supplies of $1,243, stated that, "As near
as we can figure, the extra expense incurred through the

handling of our side lines would run about 4 percent which,

hov;ever, is in labor for unloading, truckap;e, etc. We do not
keep extra help on steady on account of these side lines as

our volume is not large enough. The labor used is occasional.
We figure that the handling of side lines helps our frrain

business to some extent since if we have a side line that a

farmer wants he will deliver a load of grain in exchange."

Elevator C, with supply sales of f^l2,503» and total gross
trading income on supplies of ^1,749, reported as follows:
"We have spent a little time in preparing this estimate but
not enough to be prepared to argue its accuracy. Taking into
consideration help, insurance, taxes, interest, but nothing

.

for possible credit losses or equipment depreciation, we

estimate that the handling of side lines for this year cost
us about 50 percent of the gross net incom.e on supplies. "

Elevator D, with supply sales of $9,061, and total gross-

trading income on supplies of ^819, reported that "I don't
think that we could charge off more than 30 percent of our
side line profit for expenses. Actually, it hasn't cost us
any additional expense to nandle these side lines. This side
line business consisted mostly of twine and coal, twine being
handled in the early fall when there wasn't very much grain
brought in and the coal in the winter when again the grain
business is pretty light. We have not had to hire any addi-

. tional help that the handling of these side lines didn't pay
their own way on."

Elevator E, with supply sales of $18,256, and total gross
trading income on supplies of ^1,758, reported as follows:
"You will realize that it is almost impossible to give you
any information except an estimate as we run all of our busi-
ness together, all help hired participating in sales and
se-rvice in addition to their duties pertaining to the grain
business. However, I think we can safely say that we could
do with one less employee for perhaps 6 months of the year,
or about ^450 in wages. As far as the other expenses are
concerned, such as a part of the manager's salary, insurance,

- 33 -



aaa otner overhead, this will be purely a ;^uess which we'll say

would be about $7bO in addition to i.he above $450, or a total
of $1,^00.

"Our business principles have been to harj^iie side lines at

niar.'iin enou ..h to take care of the expense involved and not as

a moiiey-tnaking enterprise. We have not beei^ aeclaring any
patronage dividend oa sales of side lines ana this business
has been maintained more as a service to patrons than any
other reason.

"

Tiie viev7s of the elevators, as shoivn above, indicate tliat the
elevators feel that a considerable part of the ^,mss traciing incorae

on supplies results in net income for the elevators in view of the
fact that supply operations can often be perforraed without signif-
icant additional cost for personnel oi' equipment.

Available inform.ation also su,>,t.^ests that the average gross
mart^,ins taken by elevators on supplies are not f-;reatly different
from those takeii by fanri supply warenouses in this area. l>i tne

assumption that the averaf^e operating expenses were also about the
same, the avera-;;e operating net income on supplies for elevators
v;oula amount to 3 or 4 cents per dollar of supply sales. ^ However,
the additional expense per dollar oi sales for handling side lines
by an elevator doing a ^jraiu market itif^ business should not be as

fe;reat as the expense of an independent cooperative supply associ-
ation because the elevator can spread overhead cost for labor and

facilities. For this reason it can safely be assumed tnat net
income from, side line sales amounts, on tne average, to at least
3 or 4 cents per dollar of such sales.

INFLUENCE 07 SIZE OF SUPPLY SAINTS O^T NET INCO^G

Some evidence on how supply sales may affect elevator net

income is ^iven in table 18 v:hich shows the relationship of eleva-

tor net income to size of supply sales for 54 F. U, G. T. A. elevators.

It will be observed that the 16 elevators which had supply sales

in excess of ^10,000 had an average net income of 4 percent of

sales, while the 30 elevators which had individual supply sales of

less tnan $10,000 showed an average net income of on]y 'd.B percent

of sales. Tais comparison su^.^ests that tne elevators which had

the largest volume of supply sales had on the average a slightly

higher percentage of net income to sales, a fact which is signifi-

cant even though part of the higher rate of net income for xhe

^The Cooperative A:iditinf! Service of Hiuneapolis audited 17 local farn sutiply

and warehouse associations in Minnesota aid Viscor,^in u:hich had on the average

a gross maroin of 13.7 cents per dollar of sales, and an average net income of

3.7 cents Per dollar of sales for 19^0-Ul. This service also audited 10 general

mercantile cooperatives for the sane year which had an averape fross margin of

15.7 cents per dollar of sales and a net income of 3.6 cents per dollar of sales.
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elevators in the first group may be attributed to somewhat larger

average tirain sales. Ifftien tnc elevators were a/^ain classified into

^;roups of more or less than $5,000 of supply sales, the same type

of net income advantage appeared for the ti'oap having the largest

supply sales.

The information showii in table 13 suggests that those eleva-

tors which have a larger than average volume of sui^ply sales

generally have a lari;er than average volume of grain sales and that

the combination tends to show up in a tjlit<htly higher average net

income. However, it should be remembered that an association may

make a (iood net income showing due entirely to efficient marketing

of a large volume of grain. Nevertheless, the fact that a better

than average volum.e of supply business was associated with a better

than average volume of grain sales and that this combination repre-

sented a better than average net iticomo tends to prove that this

com.bination of grain marketing, and supply purchasing is sound.

.T.ABL3 IB. Canparison of avera.^e net income to average sales for ,54 L'cG.T.. A.,

elevators classified by size of supply sales, 1939-40

TOTAL

SUPPLY SALES

ELEVATOf?S

REPORTI NG

.

AVERAGE

GRAI N

SALES

1

AVERAGE

SUPPLY

SALES

r'

AVERAGE

TOTAL

SALES

AVERAGE

NET

1 NCOME

AVERAGE NET

INCOME AS

PERCENTAGE

OF AVERAGE

TOTAL SALES

hfore than $lf ,0CO

Less th.an $10,000

More than $5, QOC
Less than $."=:, OCO

.'•11

}lunbcr Do liars Pe rcent

^3

Qg^Ov^^

82, 2?A

24,402

?,707

123,450 A ,
OFP,

2,401

4.0

2.8

24

30

97, 229

79, 197

18,306

3,0i6

115,595

82,213

4,?01

2,328

3.0

2.8

07, 211 i 9,839 97, 050 3,101 3.3

ANALYSIS OF GxOOSS MARGINS ON SUPPLY cALES

Fortunately, most of the elevators could provide inf orinat ion
on gross margins for separate supplies handled, alth.oug^h they had
made no attempt to analyze their operations so that they could
show net income from supply sales. Table 19 shows the total value

^)lor.z of the elevators included in this table rel^orted separate net income

fro'T, grinding or other services -

^For further evidence on this point see Ratcliffe, H. E., Pemphill, P. F.

,

and Holland, E- F.^ Cooperative Grain Elevators in Sorth Dakota and eastern
Montana, F.C.A. Bui. U3, 58 pp. illus.^ I9m, see pp. 39-UO; HedgeS; H.,

operations of Cooperative Grain Elevators in Kansas and Oklahoma, F.C.A.

Bui. 30, 6U pp., illus., 1939, see pp. H7-U9; Sorton, L. J., business Policies

of County Grain Elevators, III. Univ. Expt . Sta, Bui. U77, 29 pp. 29U1, see

P-- 307, "The more successful companies combine a large grain business with a

substantial volume of other merchandise .
"
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of various supplies sold and tiie total value of gross margins taken
on th.ese sales for the 95 elevators which reported itemized sales

and frross manUns. Tlais table also shov;s th.j number of elevators

which reported both sales and ma. gin information for various items,

and the value of supplies sold and the eii'osg margin per reporting
elevatOi" on such supplies,

Tlie 95 elevators nad combined total sales of $792,336 and
combined total gx^oss trading income of $110,751. The supply sales
per reporting elevator thus araourited to $0,340 and the gross trad-
ing income per reporting elevator zo $1,166. Tlie gross mar^iin on
all supplies per elevator thus amounted to 14 percent of sales.

Coal represented the largest volume of suprly sales. The
64 elevators which handled tais item had coal sales of $257,336 and
a gross tradinf^- income on coal of $33, 564. The avcra/-e elevator
iiandl.inf; coal thus had coal sales of $4,021 and a f=;ross tradin;^

income on coal of $524, giving a r,ross margin of 13 percent of the
sales, Otlier items frcquencly haniled were teed, seeds, and twine.

Wnile only 12 elevators reported sales and gross trading
income on peti'oleum, it is of interest tnat sales averaged $17,234,
e;ro3S trading income $3,056, xivin;?; a ^rross tnarg;in of 17.7 percent
of sales. It should be rerrie::iDered that the hanaling of petroleum
requires special equipment and labor, with the result that the

gross trading incomes were consequently higher for elevators which
provided this type of service.

Tables 20, 21, 22, 23, and 24, provide similar inforraation
for the elevators in the separate States included in this study.
The information from these tables is surmiarized in chart form in
figure 12. It will be observed tnat the hi-^nest average ^-ross

margins for all supplies combined were in Montana and western
North Dakota, while the lowest avera^^e gross margins were in

Minnesota and eastern Morth Dakota, The high average ^ross mar-

gins in Montana are partially explained by the lar<j;er proportion
of petroleum sales in ttiat State.

Figure 12 also shoves tnat there was a considerable variation
in the average A;ross margins for tne supply items in the several
States. For example, the highest average gross margin on feed was

found in western North Dakota; on flour iii South Dakota; on seed
in Minnesota and western North Dakota; on coal in v:estern North
Dakota; and on twine in South Dakota.
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TA3LE 19. Total 3ind avei a^-e supply sales ard

margin en supply sales reported by 9?^ ^arriei

tiori elevators, 10G9-40

traJin,^ income, and average gross

s Union Grain Perminal Associa-

1 TEM

ELEVA-
TORS

REFORT-
1 NG

TOTAL
SALES

TOTAL
GROSS
TRADING

1 NCOME

SALES
PER

REPORT-
ING
ELE-
VATOR

GROSS
TRADING

1 NCOME
PER

REPORT-
ING ELE-
VATOR

GROSS
TR AD 1 N G

MARGIN

Kwnber Do I lars Percent

Peed. . . . . , o « . , 0 : , . . . 0 o .. c, , . . <,
P4 73,480 B. TOr? 1, 14R 136 11.

P

Flour. c = c , 0 .

,

Art IQI /I 0*7^^ t c A:; X.r. 9.

1

Fertilizer. c .. .o ^ ,<,. o «

,

1 lOv'? 40 400 40 10,

0

Insecticide, etc,

,

P 749 102 01 13 13,-

3eeds . » , . , . » „ . « . ^ ^ . <> , . » . <. « 67 64, HQ e,344 3P7 124 13.0

Coal. c.>c,^oc.<>O^C>.O,0 ]t>OCC« 64 ?57, ?36 33.564 4,021 524 13.0

Twirfi 0 o

,

58 7P, 5^3 10. 190 1, 354 176 13.0

Buildint^ material ajid lumber , 3 17, pe6 3,34*^ 5, 755 1, 114 13.4

Paint 0 , c o r . o

o

2 276 •14 138 •7 •5ol
P CTlltw Xi lijj ^ O 0"" X pi LXJLiL.

J
^ L/C- -

/
rt 46B 4 117 a

Farm machinery and equipnent. i?,.a38 1,0P5 2, 5f3F 217 8:4

Farm tools and bencn hardware ri
15, 791 2, 20*^ 7,896 1,101 13.9

Petroleum products

.

12 ?o^,ei5 36,679 17, 234 3,056. 17.7

Tires and batteries, etc.„,.. 4,060 633 Bli? 127 15,6

Other. . o , . . c , . 0 c oc , 07 1, f'Ol 492 59 12.3

All elevators c . . . ^ = 79^,32P. 110, 751 f-;, 340 1, 166 14.0

"Indicates loss,

TABLIi 20. Total and 3vera,;;e supply sales and tradin;;^ incorte,

margin on supply sales reported by Mixuiesota r'armers Tinion

Association elevators, 1330-40

and average gross

i'aiii Terminal

ITEM

~ -

ELEVA-
TORS

REPORT-
ING

TOTAL
SALES

TOTAL
CROSS

TRAGI NG
1 NCOME

SALES
PER

REPORT-
1 NG
ELE-
VATOR

GROSS
TRAD 1 NG
INCOME
PER

REPORT-
INQ ELE-
VATOR

GROSS
TRADING
MARG IN

Kumber Dol lars Percent

Peed. » 0 = .-. .0 , 00 0 . . , c o.,,. .

»

9 25,786 3,132 i 2,865
'

1
' 346 12. 1

Flour. „ 0 ... 0 ... 0 0 , = 0 .,.„,„ 0 »

=

5 7,043 .547 1,409 109 7.,8

Fertilizer. . . , 0 . , , „ „ 0 , . • . , , ,

,

1 4Q0 40 400 40 10.0
Insecticides, etc. . . . . . 0 . . » .

«

75 1*^ 75 15 20.0
.SeedSc . « 0 ; . , c , - 0 . - > . 0 0 « . 0 0 . 0

»

10 16, P02 2,660 1,880 266 14.1
Coal a 0 0 . . 0 0 c » . c 0 0 = . 0 . 0 . . , 0 . . 0 P 27, 786 3,412 2,473 426 12.3

Twine = <• 0 . . 0 . . , ,, . 0 . » « « „ « , , , ,, 7 P, 158 838 1. 165 120 10.3
Building material and lumbero - -

Paint 0 ............ 0 0

0

1 152 »26 152 •26 •17.1
Fencing, steel products, etc., 1 20 •8 20 •8 •40.. 0
Farm machinery acid equipnent. = 6,852 427 3. 426 214 6.2
Farm tools and bencli hardware
Petroleum prodvicts . . . = . 0 „ . . . = 2 11, 966 "5 .506 5.£S3 1. 253 20.9
Tires, batteries, etc-, ... 0000 1 607 IOC' 607 100 16.5
Other, , = 0 , 0 , 3 1. 026 142 342 . 13.8

All e levators = 0 ..... c c 10 106. P73 13,7^51 10,867 1, 388 12.7

* Indicates loss. 37 -



TAHLFJ 21. Total ani avei-a-je supply' sales aiid tradiiii incone, and average gross

margin on supply sales reparttd by Fanners Union Irain Terminal Association

elevators in eastern counties of North Dakota, 1939-40

I TEM

F'lour o „ = o ^ o , o o

.

Pert ilizer^ . o « » o » „ . o . . , , o o <.

,

Insecticide, etc-. , o o » . , c » , , o

.

Coal.o. .00.. »o„.,o,

Tv/ire c > o o o o » « » o o c . - . ,. » c ^ » «

o

Ruildinc; material and lumber.,

Paint. <, o „ ~ o . 00 o 00 c o o o c = o

F'enciiig, steel products, etc.

F'arir. machir.ery and equipr.eiit.

Farr; tools ard bench hardw?jre

Petroleum products „ „ . , . ., o o . .

»

Tires, batteries, etc„ o . = o

ether 0.0.0. CO 00.,., „oo„.

Ml elevators . , . o o . . 0 „

ELEVA-
TORS

REPORT-
ING

dumber

19

I

TOTAL
TOTAL GROSS
SALES ITRADING

I INCOME

!
GROSS

^p^^^ i
TRADING

REPORT-

i

ING
ELE-
VATOR

NCOME I GROSS
PER ITRADING

I REPORT- MARGIN
ING ELE-
VATOR

Do liars 'Percent

If. 951'

3 1 320

20 20, 795

30 160,3P.9

20! 31,^)23

1 .:4.

1 124

300

2,419

1, '~0,9

44

2,373
go, qpc

4, 14'=''

•SO

1, lf^3

1, 772

107

1,040

1, r70

44

124

^4 , 324

Ij 4'^0

.
4,291

31 320, 190

FOC:. 2, 750

1

9. 3^10 I 32, 102
I

542 1, 073

1271

12.1

119
j

207
i

50 i

275
i

4,0.70

44
I

130!

41,537 10,522 1,2401

10.9
6.n

13.8

11.4

13.1

13. 1

11.2

10.0

14.5

9.B

12. e

12,7

TABLE 22. Total and average supply sales and tradinf^ incone, and avera:^e ;jross

mar^iji on supply sales reported hy farmers Union Grain Termiiial Association

elevators, in v/estern counties of North Dakota, 1-169-40

ITEM

ELEVA-
TORS

P.EPORT-
1 NG

1

TOTAL
SALES

!

TOTAL
GROSS

TRAD ING
1 UCOME

SALES
PER

REPORT-
ING
ELE-
VATOR

GROSS
TRAD ING

1 NCOME
PER

REPORT-
ING ELE-
VATOR

GROSS
TRADING
MARGIN

1

FuTT.ber do liars Percent—

—

Peed, . 0 , „ c 0 0 0 ^ 0 . 0 0 0 0 0 0 , 0 . = 0 0 , 14,705 2,016 02Q 13

7

Flour . 0 0 ooo . CO - c 00 0 .0c oc - c 1° 22, 064 2,463 1,270 137 10. p

Fertilizer 0 = . 0 . „ „ 0 . , . . 0 . » . =

.

-

Insecticides, etc. . , . „ c » 0 , c 104 -^1 92 10 16.8
^eeds 0 0 . 0 . . 0 , : 0 = , 0 0 - - 0 c 0 0 0 0 0 0 25 15, 019 2,329 P27 90 14.6
Coalo . 0 0 0 . . 0 c 0 0 0 0 0 0 , 0 , 0 . 0 c . 0 14 3,379 1,670 241 14.5

Twine c » . » c 0 0 . , 0 .. 0 , , . c ^ « ^ . . „

,

24 35,070 4,639 1,462 193 13.2
Building rater ial and lumber

0

1 1,010 230 1,P10 230 14.3
Paint, , 0 ....,,„„ 0 . 0 - 0 0 ... 0 , .... 0 — _ _ _

Pencin^;, steel products, etc. 3 44P 12 149 4 2.7
Farm machinery and equipment

c

-

'^arm tooLs and bench hardware _

Petroleum pr o-'lucts 0 c 0 . . » . , , ,

,

76,552 L3, 307 12, 759 2,22>^ 17.5
Tires, batteries, etco.«,e,»o 117 473 59 12.4
Cther« 0 . e 0 0 0 0 .... 0 . 0 0 . 0 c. 0 0 0 0 .

0

1-^ 4,402 457 3B7 39 10.4

All elevators. - ^ , .... 0 coo. 34 196,001 2*^,040 5, 7P,7 P.54 14. R
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TABU' 23. Total aiid avera^ supply sales and trading income, and average gross

margin on supply sales repoi'ted ty Fanners Union Grain Terminal Association

elevators in Moritana, inr?9_:iO

I TEM

t Lt V A—
TORS

REPORT-
I u r
1 N U

TOTAL
SALES

-

Tn T A 1
1 U 1 AL
GROSS

TRAD 1 NG
1 u r DM r
1 PI L ^r-i t

SALES
PPR

REPORT-
ING

E LE —

VATOR

U r\ V 0 0
TRAO ING

1 NCOME
1^ E R

REPGRT-
ING ELE-
V ATOR

GROSS
T R A n 1 N r,

MARGIN

.

Jfumber Del lars Percent

7 «,919 C.?5 9PP. 09 9.0

«~lour 0 o ^

,

1 428 2P 6. 5

Fertilizer, , r .,.0, o

.

_ _ _ _ - -

Ijsecticides, etc <,..>.-», /I 170 6 7. 1

r;€eds 0 0 0 , e = ^ ,

.

p ""^COl 5?6 62.5 10.5

Coal=„c,.,-=..co,,,o,..o,,.., r 11, 1^- 1.031 1,9^-0 170

TWine , . 0 . . . . « - , . . 0 , » 0 . = » , , <> , - 3 077 im 3° 11.6

Buildin^ material arri lu.iibero 1 ir^'^11 15,211 3 , 0/63 30.1

Paint „ 0
. > , r - = . , 0 . . = . - , .. 0 , , 0

.

-

Fencin;;^, steel products, etc. - -

Fam nacldnery and equipi:ient. 1 486 ICP 00. p.

Fcirri Loo Is and bench liardwai-e n 15.791 ?..2(T' 7, P.'36 1, 101 13. 9

Petroieurii nroductSo 0 » c 0 c 0 , »

«

5.?, 973 11,46'^^ 26, 9^7 5, 733 21.2

Tires, batteries, etc.,,^.. 1 c;',057 37:''. 2,057 373 IC. 1

Other . , c c 0 0 c »
•. = . 0 0 0 0 0 0 , 0 , . 0 1.499 19" 300 39 13. 1

All elevators,

,

U 113,670 19, 73-'^ P. 119 1,4 in 17.4

T'xPLl. ?4. Total aijd avera^^e .suppl;!,'- sales and

margin on supply' sales reported by ''"arners

elevators in -Jouth Dakota, 1939-40

tradin?; income, euid average gross

Inion 3rain Terminal Association

I

ITEM

ELEVA-
TORS

REPORT-
ING

TOTAL
SALES

I

TOTAL
I

GROSS
iTRADI NG
! INCOME

SALES
PER

REPORT-
I NG
ELE-
VATOR

GROSS
TRADING

I NCOME
PER

REPORT-
ING ELE-
VATOR

GROSS
TRAD I NG
MARG I

N

Hunber Do I lars

Feed,,,,<,o.o.oo«»o, = ,o,,.oo<,o 6 ^, 971
'

513 662 96 12.9
FlOUToc c,., ceo. 0,0 0 895 14'^ 449 73 16.3

Fertilizer , . « . 0 . , . » <> , = . « , »

.

_ -

Insecticides, etc. r , , , „ <. c. , „

Reeds 0 0 <> ^ 0 , 4 3,601 4-56 900' 114 13. 7

Coal. oc 0 ,0 00, 34,^1 4, 823 5.774 13. 9
Twine 0 0 » . , „ » , » , . , . 0 , . c , . . . » 0 0 4 3 7P7 455 697 114 16.3
Building material and lumber.

Paint 0 .,«,, c c 0 V c, c

.

- -

Fencing, steel products, etc.

Farm rracl.inery and equiprent-. -

Farm tools and bench hardware
Petroleum products , , , c c , . . » e „ —

Tires, batteries, etc,.o..,co —

Other = , 0 , 3 1,909 263 603 99 14.5

."J-l elevators. ^ = , 47, 704 6,P5P 7.9^ 1, 109 14.0

Percent
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FIGURE 12

Average Gross Margins for Selected Suppues op FUjGIA.

Elevators, by States. 1939^0"^
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OF SALE S
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Minne sota
Eastern North Dakota
Western North Dakota
Montana
South Dakota

ALL STATES,Combined

20 25

FEED

Minnesota
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FLOUR

1

Minnesota
Eastern North Dakota
Western North Dakota
Montana
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ALL STATES.Combined
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^ \

Minnesota
Eastern North Dakota
Western North Dakota
Montana
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Montana
South Dakota
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TWINE
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3

Minnesota
Eastern North Dakota
Western North Dakota
Montana

ALL STATES. Combined
X

PETROLEUM PRODUCTS

3

X

Minnesota
Eastern North Dakota
Western North Dakota
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South Dakota

ALL STATES.Comblned

ALL SUPPLIES HANDLED, INCLUDING MISCELLANEOUS ITEMS

^^^^^^^^^^^^^^^^^^^^^^^^^^^^
m;my mmimh

10 15

PERCENT OF SALES
20 25

^ Based on data in tobies

Averagt gross margins W0r» highest In Montana , lowest in Minnesota and

Eastern North Dakota. They varied greatly, however, by region and
commodity.
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Degree of Variation in Gross ii^ar^ins

The average gross rr.arcins on supplies, as shomi in figure 12,

are inisleadiiie< if it is assumed that sucn niar<i,ins are typical for

individual elevators. It should be kept in mina that average t^ross

Margins tend to cover up the variation in the individual cnargius

which are combined together in a general average.

A. more accurate description of the true situation with re,'-ard

to the margin practices of these elevators is given in table 25,

which shov/s the number of elevators which sold supplies within
definite margin .jroupin^s. This table shows, for illustration,

that of the 63 elevators which reported gross margins on feed,

1 had a gross margin of less than 5 percent of sales; 19 of from

5 to 9 percent of sales; 24 of from 10 to 14 percent of sales; 8 of
from 15 to 19 percent of sales; 5 of from 20 to 24 percent of
sales; while 6 had gross mar^^ins of 25 percent or more of sales.

Similar variation in margins was found for the other supplies. It

is significant that the most common margin grouping on feed, flour,
seed, coal, and twine, was from 10 to 14 percent of sales. Tae
most common margin for petroleum products was, however, from 20 to

24 percent of sales-

Table 25 clearly shows tLat there was no common margin prac-
tice followed by the elevators for any commodity or in any district
served by the Farmers Union Grain Terminal Association.

Size of Gross Margins in Relationship to Volume of Supply Sales

The question arises as to whether the gross margins taken on
various supplies were hi(';her or lower for those elevators which
handled a considerable quantity of supplies or a considerable
quantity of any particular supply. An inspection of the gross
margins for individual elevators did not indicate that they v;ere

significantly influenced by the volume of the supply sales. For
example, certain elevators which handled a relatively large volume
of supplies operated on a fairly high average grosi; margin while
others witn about the same volume operated on a comparatively low
margin basis. For illustration, one elevator with supply sales of
about $30,000 operated on an average gross margin of 8 percent of
sales while another elevator in the same general territory with
similar supply sales of about $35,000 operated oft a gross margin of
about 16 percent of sales. Similar diversity in margin practice
vras found for elevators having comparable volumes of supply business.

Further evidence on this question is givpn in table 25 which
shows the average gross trading margin on cerxain supplies class i-

.

fied according to size of supply sales. It will be observed that
the 22 elevators which had feed and flour sales of more than $2,000
operated on a gross trading margin of 11 percent while the 47 v;ith

sales of less than $2,000 operated on a gross trading margin of
10 percent.
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TABLE 25o Number of t'MJ.G.To/^ elevators in specified gross margin groupings

on principal supply' items by "tates, 193

GROSS MARGIN AS A

PERCENTAGE OF SALES

ALL

STATES
M 1 NNESOTA

EASTERN

NORTH

DAKOTA

WESTERN

NORTH

DAKOTA

1

MONTANA

1

SOUTH

DAKOTA

Peed:

Less than ? percent„o. 1 1 —

P — 9 percent * o o o e

«

It*

Til 1 ^ ^-s*^ 1^ J—> t-^ 4-
IS- — x^-i perccnx* > o o ^ a

0 1 5 Q 0 1

15 — 19 perc^Ti't c 0 0 0 «

3

! 1 1

<_o — it'i porcenx-o o = o <>

«

25 percent or mQr'eo.o 1

Number of e levators c. « . o

«

6? ^1 10 33 7 5

Seeds

:

Less than 5 percent , ,

.

7 3 0

:
. ^ — 9 percent . o . o o o 14 1

1
4

10 - 14 percejito , c 0
00 3 4 1

lr> — percent, o » o o 14 5

?C - ?4 percent. , „ , . c.

0 1 1

25 parcent or r.oreoo™ 1 4

Number cf elevators^ c o o •>

r- 30 p.

1

Coal:
1

i

ijess than c percent ., «

,

4
i 0 \n — perceilo o • o ^ o

»

0 2 1

X -/ — J.-4 pCrl UU tlfc/ o 1 o 'J 0 0 19

X-^' — Xy LX::! (-trXlOc o o c o o 2
i

^ 1 1

— cri perceub- <, o » o o
r,

1

- -

P, 5 percent or more,o<. -

TTuinber of elevators„ « „ „ o 14 6
1

IWine; 1

I

Less than 5 percent^ ,

»

3 1 1

."^ — 9 percent, ^ « . «

»

14 3 ! 0

10 — 11 percent, , , , e

•

?
1 :
i

0 10 1 -

lo — 19 percent, o V <, 0

,

10
i

4 4
i

^ 1

.iu — i.)fcrcerit "'- 1
i

percent or more «

,

3 1

1

" -
1

Number of elevatorLS, , . , „

j

20
i

24 3

Petroleum:

Less than ^ percei;t.,„ 1 1

!

1

!

5 - 0 percent. , , , .

,

_ -

10 - 14 percent ^0 . c,

,

1 1
i

- _
1

15 ~ 19 percent,

.

1
!

1

?o _ 04 percent. o,.„. r.
1

I

1
!

1

?5 percent cr r-iore. ,

,

— -
i

1

Nuiriber of e levat crs ^ , . , „ 2 i

~
p ! 3



TABLF 26. Average sales and j^ross margins on feed and flour, coal,
seeds and twine iii Minnesota, North Dakota, Montana, and South
Dakota.

ITEM AND SALES CASES

!

AVERAGE
1

SALES
j

1

1

1

AVERAGE
G ROSS

TRADING
INCOME

A V ERAG E

GROSS
MARGIN AS A

PERCENTAGE
' r o A L t o

number Do I lars Percent

Feed and flour:
i

More than $2, OCX. . , 0 , P.P. 3,687
j

404 11
Less than $^,.Q00, c. c. 47 771 i

1

75 10

Coal: !

More than $4, 000» . o 0 0 27 6 , 684
1

905 14
Less than $4,0C0..

,

36 1,877 1 214 11

Seeds

:

More than $1, OCOo O 0 . o 27 1,833
1

229 ±o

Less than $1,000. .... 39 354
1 52 15

Twine

:

1

1

More than $1,000, . . o , 31 2.037
!

260 13
Les s than $1, OOOo .... 26 P. 34

j

BC 14

In the case of coal, the 27 elevators which had sales of more
than $4,000 operated on a (^ross trading mar^-in of 14 percent while
those with sales under $4,000 operated on a gross trading margin
of 11 percent. On the other hand, the 27 elevators which had sales
of seed of more than $1,000 operated with a t^ross trading margin
of 12 percent while those with sales of less than $1,000 operated
on a gross trading margin of 15 percent^ ^

Hie analysis of average gross margins in relation to size of
sur)ply sales thus suggests that size of gross margins was not
closely related to size of supply operations. Some elevators

-4 recent study, r Morton, L . J,, Business Policies of Country Grain Elevators,
Bui. U77, III. Agr. Expt . Sta. , 29 pp., 19U1 - pointed out that "Margins earned
on merchandise by companies handling largest amounts of merchandise were typi-
cally larger than those earned by companies handling small amounts. Snail
volumes of a comw.odity are handled on a low margin strictly as a side line, but
whan a commodity becomes important to a company larger margins are more common,"
The experience of the Illinois elevators does not apply for the elevators
served by the P.U.G.T.A. since in Illinois the elevators handle much larger
volumes of supplies. The average margin per dollar of sales in Illinois for a
group of associations with sales ranging from $3,000 to $9 -.000 was 7.8 cents.
The average margin per dollar of sales on coal for associations with sales
running from $1,000 to $2,000 ws 12 cents while for associations with sales
running from $3,000 to $5,000 it was 13.9 cents. On seed, the average margin
Per dollar of sales for associations with sales running from $1,000 to $2,000
was 13.7 cents. On twine the average margin amounted to 10.5 cents per dollar
of sales.
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evidently followed the practice of keeping gross margins down in

order to increase the volume of this kind of business, while others
maintained fairly high gross margins in order to ;7iake as lar^e an

incor.ie as possible on supplies. Some elevators are able to oper-
ate with a relatively hi.^h gross mar£;in on supplies and yet meet
competitive prices because of their relative ability to buy sup-
plies cheaply. Others are apparently forced to onerate on a lov
(^ross margin basis in order to meet competitive prices because of
their inability to buy cheaply. Wiile information was not avail-
able wnich would show the comparative ability of elevators to buy
quality supplies cheaply, it can be assumed that much variation in

such ability exists and that tais influenced appreciably the size

of the {^ross marfdns since selling prices are to a considerable
extent fixed by competitive conditions.

FR0ELEW3 IN HmiLING GQFPLISS

In connection with this survey, the elevator managers were
asked to describe their main problems in handling supplies.

Location, Equipment, and Facilities

Fhe problems of the elevators with regard to location,
equipment, and facilities are analyzed in table 27,

TAE3j':- 27. .-liialysis of coranents ^iven by ^:irrers llnion Train Terminal Associa-

tion elevators on following request: "Please describe your main problems in

handlin^/ supplies in rejjard to locatiai:i, equipiiient, and facilities. "

ELEVA-
PERCENT-

REPLIES FROM
.

TYPE OF ANSWER
TORS

REPORT-
AGE OF

M NNESOTA
NORTH DAKOTA SOUTH

i NG
TOTAL eastern! WESTERN

MONTANA
DAKOTA

NuT^ber Percent Hunber

Facilities and loca-
1

tion fairly satis-

factoryo , , = ^ » . = o o o 22 14.2 7 8 1 1

oupply storage and

display space or

eqiiipr.eiit inade-

quate . „ . „ , o . 0 » 0 . 0 56 3P. 1 9 19 17 3

Present locatiai not

favorable- o n „ , „ , ,

«

5 3.2 1 1 1 2

Number not answering

question, . » . o , . „ ,

^

??, p 04 ?1 1? 7

^otsil nuTiber of

schedules received lOT.O 9^ 44 •^1 13

It is significant that only 2c,, or 14 percent of all the ele-
vators which rciurned scjiedules, stated that oheir facilities and
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location are fairly satisfac'cory; 56 elevators, or 36 percent,

indicated that supply stora^^e and display space and equipment are
inadequate for performin.'j a supply service; 'c of the elevators
stated that their present location is not favorable for supply
operations. Some of the individual statements of the elevator
managers are here .^^iven to indicate in a more realistic way the

problems of this general character which confront the elevators:

Minnesota

"Warehouse space limited for feed, seed, and petroleum prod-
ucts; poor coal sheds, limited space, no feed grinder. "

"Have no equipment and facilities. We nave just two elevators
and coal shed,

"

"I am very short of store room at present. I just don't know
v/here to store seeds when sprinji, comes. "

"Facilities are not large enoUf-^h to store any large quantities
and in turn to .^et a better price on the supplies. Supplies liave

to be taken Dy local freight vfhich costs us too much."

"We are well equipped to handle coal, but feeds, flour, and
salt, etCo must be crowded here and there, wherever space can be
found.

"

"Our elevator and feed sheds are scattered, and this leaves
poor chance for advertising and service."

Eastern North Dakota

"We do not have facilities to handle side lines now. Our
equipment and facilities are inadequate."

"We have no facilities for handling flour at present, and have
little stora^Te space for other co:nmodit ies. "

"Our equipment is not in the best of sLape,"

"^;y location is too close to bigger town. Have no warehouse
for feeds, or seeds, fiave only four coal bins v^iereas five or six
would be desirable.

"

Western North Dakota_

"This is our main problem in handling side lines. We have no
capital for that purpose. Therefore, we have to take in supplies
on consignment or just make small purchases. This way we have to
pay more for our supplies, and tnat makes it hard in selling at a
fair margin.

"
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"We have a good location, but would have to have considerably
more equipment,

"

"We haven't I'oom for handling many supplies. ^s to buildin.^^

materials, posts, and wire, we should really have sheds. They
would soon pay for themselves, besides helpin^^ to hold ths <^rain

trade. "

"We are curtailed due to lack of roor: for stora'j:e asid display."

"We do not have buildin-^ thac would be considered proper to

keep the various coninodities in the right condition*"

"iiavi no equipiiient , but we have plenty of room in the elevator
office."

Mqnxaua

"vVe are short of merchandis inn; space. We find disolays of
stock very essential. We need i.aore roon: to display merchandise."

"We do not have v/arehouse and have to carry feed in the
office - it f;,e"t3 dusty and reduces sales. "

South Dakota

"Better 3cora<;=;e space might enable us to buy in sli'^-htly

larger quantities and thus possibly cheaoer. rlave not sufficient
warenouse space for handling; many side liaeSo "

"We are not in business district. Small packat:e retail sales

suffer most. Display is not effective because of location,"

'iTiese answer? show clearly that m'^ny of these elevators are

not adequately equipped to perforn) an efficient supply service.

Retail Credit

The elevator ruana^^jers indicatea that retail credit represented
one of the most serious urobli^rriS in hanalinr^ supplies. This is

shown in table £8 whicii indicates that 52 of the 15S elevators
retuniiuis scnedules felt that credit represented a serious problem.

However, 'd^ of these elevators expressed the view that credit was
a problem that could be controlled. Only 1? of the elevators
stated that ci'edit did not represent a serious problem althou^^h

more than half of tiie elevators did not answer the question. Some
of the iiidiviaual convnents of tiie aiana.serr. relative to the credit
problem are liere given to shovj the vie-Apoint of tnese managers
relative to this question,. In t^eneral, these views siiow clearly
that successful supply operations are dependent upon havin,_^ a souiad

credit policy.

- 46 -



TA31F. 28o .'Lnalj.Tjis cf coments ^^iven by Farmers 'Inion Grain Iterniinal ,tosocia*

tion elevators on follwin;^ request: "I- lease describe your main probler;; in

handling supplies in regard to retail credit."

TYPE OF ANSWER

Credit presents a

serious problem.,..

Credit preseiita a

serious problem

wiiich can be

controlled . . . , . «

-

Credit does not

represent a serious

problem^

Number not answering

q,uestionc o . , o ^ - „

.

Total nanber of i

schedules receivedj

ELEVA-

TORS

REPORT-

ING

//j,nber

PERCENT-

I
AGE OF

TOTAL

Percent

.15,.'-

13

90

19.

0

REPLIES FROM

I

NORTH DAKOTA
j | sOUTH

Ml NNESOTA' 1 MONTANA!
jEASTERN [western ' [DAKOTA

Sunber

I

10

^P.. 1

!

15 f- 100. c

11

9^ !

29 13

?1| 13

Minnesot a

"Our biggest proulein on individual lines, but by being care-
ful has worked out pretty veil. In order to meet competition in
this territory it is impossible to r;o on a cash basis."

"'Ve will just have to ho].i credit back and be on a cash basis."

"^lie feed companies furnishin^^ concentrates usually have a

financial plan for poultry growers."

"We ^ive credit mostly to those v;e know will nave either grain
or potatoes that will be aierketed throut^h us. "

"We have set a limit on our credit. Coris iderinj^ our volume
of business we have very little credit."

"Under our policy vie extend but very little credit. "

"Retail credit is our bigrf;e>st problem. The farmers in this
locality nave received too much credit from this elevator in past
years.

"

"Credit is our only bi^ problem in handlintj supplies, "

"This, I would say, is one of our major problems."
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"Our Tiain problem is coll'-;ct in;.- .
"

Eastern North Dakota

"loo much credit is our aownfall, ana the more supply business
the "ore credit vre have. "

"Credit - tnat is a problem. - to control credit. It is

expensive and requires more labor and employees to keep it in

control. "

"Credit must be given for tv/ine aii farmers' finances are long
exhausted before threshin;:'. We find twine runs into a ^^reat sum
wtien you supply 150 customers with their tv;iae supply. Almost
100 percent collection on sales of twine, etc. , before harvest.
Other accounts current can be liquidated rapidly. "

"V/e try to stick to small, short-time, closely supervised
credit. We do not have to extend much credii^. Credio has not
been hard to handle so far,"

Western North Dakota

"Credit is a most difficult problem. It would be easier to

expand in different directions if there was more money amon;^ the
customers. "

"This is our worst problem. Believe there should be more
credit unions. We are practically on a cash basis- Other estab-
lishments went broke in tnis tovra due to credit,"

"Creait problem puts us at a uisadvantaoe as the business we

buy from demanas cash and thu farmers are unable to pay.

"

?jIontana.

"Credit is usually a problem althour.;n we have a chaiice to

collect most accounts through the grain department."

"Credit is a problem that must be met. We restrict credit
to those having f.,:rain in elevators or definite proof of ability to

pay in a limited time. We errant credit only at manager's own risk.

South Dakot a

"Constant source of trouble. Someone is always nicking.; us

for small amounts."
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Problems Relating to Personnel

Hie elevator manat.?ers did not indicate tnat chey had any-

special problem in obtaining personnel for side line operations
since in most cases side lines could be handled by the elevators'
regular personnel. On the other h?.nd, there vvas little indication
that tne elevators had given any attention to the desirability of

havings personnel especially trained to perform an efficient side

line service.

Some of the comments of the mana;;ers relative to their person-
nel problem in handling side lines were as follows:

t\/[innesota •

'

"Manager handles it here practically- all himself except during
the potato buying; rush when some heln is needed. "

"Personnel can easily be taken care of, I think that a mana-
fc,er can secure reliable help."

"Most sidelines are handled without additional personnel. The
unloadin.5 of coal is tue only aaditional help needed by us."

Eastern North Dakota • • • • • •

"We have tne personnel to h-andle- more farmers'' supplies, "

"Tl.e sales are handled by the mana^^er alone except during the
fall rush of ^rain business, "

"l"e handle supplies with the same personnel except for a man
to shovel coal -

" -

V/estern North Dakot a

"If v-e had a .t;ood warehouse our personnel would not be unused. "

"'"e can handle a considerable number of side line articles
without increasing our personnel and overhead.

"

SQM.IASY OF FINDINGS

1. • In ^;encral, the ?00 elevators served by the Farmers Uhion
Grain Terminal Association are located in ^rain farming, areas,
characterized by farms of relatively lar^^-e acreao;es (sec figures 1,
'd, 3, 4, and 5) .

2. The expenditures for major farm supplies by farmers in the
four States served by tue Farmers Union Grain Terminal Association
amounted to approximately IGO mill ion dollars in 19.59, as shovnri by
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the Census. Implements, machinery, etc. represented an expendi-
ture of Tiore thaa 70 tiiillion dollars, wl. ile i-asoline and other
supplies used in operating tractors, trucks, autornobiles, and
other power-driven equipoient, amounoed to aln.ost 50 million
doll'irs. Ihe exnendi tui'es for feed a^nounted to alif<ost 35 million
dollars and for building materials co 24 million dollars. Tliese

various supplies totaled approximately 92 million dollars in

Minnesota, 33 million dollars in North Dakota, 23 million dollars
in Montana, ar;d 32 million dollars in South Dakota (see table 3).

. 3. The expenditures per-reportin ^; farm for the four Htates
coaibinod were as follows (see table 5) :

Implements, etc. :^339

CJasoline, etc. 102
Feed,,,.,.,.., , 155
Building materials, etc. ...... 133
Commercial fert ilizer, „ 75

The percentage of farms which reported expenditures for the
various supplies for che four States combined was as follows (see

table 4) :

Gasoline, etc........ 79,7 percent
Feed... 58.2 percent
Building materials, etc 47,5 percent
Implements, etc 46,8 percent
Commercial fertilizer. 2.7 percent

4. Feed expendituresin the four States fell from $43,190,521
in 1929 to $34,772,432 in 1939. Much of this decline, however,
was because feed prices declined the index nutnber of leed falling
from 145 in 1929 to 95 in 1939, a decrease of 34.5 percent. In
terms of 1929 prices, feed sales therefoi-e actually increased in

volume by about 21 percent (see table 6)

.

5c In 1939 cooperative purchasing was reported by 35.1 per-

cent of all farms located in tue four States served by the .

F, U.G. T.A. Ten years earlier, in 1929, only 16.5 percent of the

farms reported coopei-ative pure has in,:';. These percentages can be

compared with the national average which was 12.2 percent in 1939

and 6.5 percent in 1929,

6. In 193G farmers in tne four States served by the F. U. T. A.,

obtained nlmost 20 million dollars worth of suoplies tiirougu coop-

erative associations. On the oasis of general information it is

believed thai the figure for 1940 would be at least 22 million
dollars. The sale of petroleum pro iucts in 1936 by cooperatives
amounted to more tha;i 9 million dollars. Feed ana flour and co^l
wci'e next in importaLice (sei; tablo S) .
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7. From infomation obtained in the survey the average
elevator iiad 127 members and 187 patrons (see table 9) .

5. The average grain sales per elevator which reported
inforniation on grain and supply sales were $76,716 and supply
sales $0, 157.

9. The averaf^e net income for those elevators reporting net

income amounted to $3,112. llie average net income averaged

3.7 percent of the average combined grain and supply sales for

elevators reporting such information {see table 10).

10. The average value of supply sales for 122 elevators

which reported the size of tneir supply sales was $8,070. Only

55 of these elevators, or 45 percent, had supply sales of more than

$5,000, but they represented 83 percent of the tota? supply sales

reported (see table 11) -

11. The 122 elevators which reported itemized supply sales
had total supply sales of $934, 490 » Coal represented the largest
volume of supply sales, followed by petroleum products, twine,
seed, feed, and flour. The proportion of various supplies handled
by elevators in the various States served by the ?, U.G. T. A. varied
considerably (see table 12),

12. Of the 133 elevators which provided information on tne
supolies which they handled, 96 handled feed; 94 handled coal;

91 handled twine; 86 handled seeds; 53 handled flour; and 59 uan-
dled salt (see table 13).

13. The most common supnly items which elevators did not

handle but which they felt it was desirable to handle were salt,

fence materials, lumber and building materials, feed and flour,

posts, poultry equipment, wire and twine (see tables 14 arid 15).

14. Twenty-one elevators reported an average income from
feed-grinding operations of $1,031. In general, these elevators
felt that feed-grinding was a service that could be profitably
rendered by an elevator for the benefit of its members (see
tables 16 and 17) ,

'

15. The survey discloses that F.C, G. T. -i. elevators have
obtained their supplies from a wide nuntber of sources (see figures
7 to 11) .

16. Analysis of general information obtained in the course
of this survey indicates that the general saving in handling farm
supplies has an;ounted to at least 3 or 4 cents per dollar of sales.

17. When tne elevators were classified in accordance with the
size of their supply sales those with supply sales of more than
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$10,000 had an qvera^e net inco'.ne of 4 percent of the total market-

ia^j, and supply sales while taose which had iadividual supi^ly sales
of less than $10,000 had an average net inco.'ne of only 2.8 percent
of sales (see table IS)

,

19. 'Pile .>;ross margin on all supplies per reporting elevator
amounted to 14 percent of supply sales. The per elevator r;ross

mar:5in varied considerably for various supplies and between States
(see table 19 and fi, ,uro 9) ,

19. Tliere is a hi.^h de-^ree of variation in u;ross rr,ar;^,ins on

the same supplies between elevators v;hich indicated that no co-.'nnion

margin practice was folloived by the elevators for any cov-nmodity or

in any district served by the F, LT,G. T, A., (table 25).

20. There vms no indication that the size of t-rross mari^^ins

for individual elevators was si^^-iif icantly influenced by tae volume
of supply sales (see table 25).

21. This survey indicated tnat a relatively small proportion
of the elevator managers felt that they were adequately equipped
to provide an effective supply service in such factors as facili-
ties, location, display space, and equipment (see table 27).

22- The managers of most of the elevators indicated that one
of the a:Ost serious problems in handling supplies arose from dif-
ficulties steinmi:i.:r from the extension of credit (see table 28).

23. i'ew of the elevators indicated that they had a serious
problem in obtaining competent personnel to handle side lines at

the present time. On the other hand, there was little indication
that tne elevators had given any attention to the desirability of
having personnel especially trained to perform an efficient side
line service,

0BS'?.RV4TI0MS ;JJD SrJGGESTIONS

Development of an effective sine-liae supply service enables
a cooperative elevator to better serve its patrons and to operate
more efficiently. 'l\e principal advantages of combining supply
service with nomal elevator operations are as follows:

1, Overhead costs for l^ind and buildings can be spread over
both market in,', and Purchasing operations.

2. Labor can be employed continuously and used efficiently.
By handlin;3 supplies the labor force can be used in slack periods
vrtien (-:rain activities are lif^ht. The time when supplies move to

the farmers in greatest quantity is in the springs when elevator
marketing operations are slack.



3. Tlie larger scope of operations as a result of hai^dlinf^

supplies makes it possible to afford the employment of more com-

pet^ant management than if only t,-rain were marketed.

4. Die relative stability of the supply requirements tends

to insure the continuation of an elevator which may be confronted

with several years of poor crop conditions. 'Awhile the demand for

side lines shows some relationship to crop conditions, farmers

must continue to buy essential supplies regardless of chan^^es in

income.

5- The wider range of services provided to the membership
throuf-h handlinf^ supplies improves membersiiip interest and support.

By handling supplies, as well as performing marketing service, the

elevator becomes the farmer's local cooperative business center.

Furthermore, the handling of supplies may increase savings of the

elevator and thus provide added enthusiasm for membership. By

handling supplies an elevator can keep in contact witn its members
regularly througnout the year and tnus attract additional grain
business.

In the face of these sif^uificant advantages which elevators
may obtain from handling side lines in connection with their ele-
vator operations, many cooperative elevators in the Northwest have
continued to look upon side-line business as of incidental impor-
tance when compared with grain marketing. As long as this atti-
tude has prevailed, no special emphasis nas been placed on the
value to be derived from an efficient supply service. A.s a result,
those elevators with "supply-:;)inaed" directors and managers have
generally made a success of supply operations, at the same time
helping their grain operations, while those elevators with "grain-
minded" directors and managers have made little prOe;ress in devel-
oping a successful supply business because they lacked interest in
building up such a service. Lteny of these "grain-minded" elevators
have not provided tue types of equipment, storage, and display
facilities that are necessary for adequate farm supply service. If
this attitude continues to prevail, no great increase in supply
operations by cooperative elevators in the Nortnwest can be
anticipated, even though such expansion would be to the interest
of the elevators and their members. On the other hand, if the
elevators come to look upon supply service as having just as great
importance as grain marketing service, a greater growth of supply
business may be expected.

Suggestions for the improvement of supply services of F.U. G. T. A.

elevators follow:

1, All elevator should carefully select its line of supplies
to see that it handles only such supplies as are consumed in volume
by its patrons. Careful study should be given to supplies which
require extra cost of labor, sales promotion, etc.

- 53 -



Only supplies of dependable quality should be handled.

Tliere is no justification for liandlin<r supplies of inferior
quality in order to make a profit. Service to the member n-.ust be

trie main consideration.

3. Adequate provision must be made for handling supplies
efficiently. Elevators must realize that sunplios cannot be nan-
died efficiently unless adequate provision is raaae for such facil-
ities as parking space, unloadin^^j platforms, warehouse space,
display space, scales, delivery equipment, grinding equipment,
etc. In most cases the added investment for handling; sid-'^ lines
will not be large since the elevator is already in operation.

4. The manafj,ement and persotinel of an elevator must realize
the importance of giving the best supply service possible as a

benefit to the patron, llie members of tiie personnel must be
trained not only to provide iiiformaiion but also to be courteous
and alert.

5. The membership policy of the elevator must reflect the

importance of supply operations, iv'.embei'S m.u3t be kept infonned
as to the value of this service and tne v;ays in which they can

make the best use of it.

6. Supplies should be sold at the prevailin?.- competitive
prices and any savings on supplies should be repaid to members in

accordance with their patronatTu, \ supply business should stand
on its o\m feet and not be looked upon as a "loss-leader" to
attract members to market throu,!=;h the association. In line with
tnis, supply operations should be departmentalized, as far as

possible, in the account in^i records of the association, so that
t:ie elevator can keep track of the operatiii^-; efficiency of its

supply operations and make patrona^:e refunds on the basis of earn-

iiii;:s of the supply department. This will emphasize tae benefits .

derived from supply service and also enoourai^e nongrain farmers •

to use the elevator as a source of supplies.

7. Merchandise stocks should oe carefully controlled to

insure a rapid turn-over of supplies. Careful control of merchan-
dise protects against "shop-worn" merchandise and speculation in

inventories, and conserves the capital of the elevator. Members
siiould be encouraged to place orders for major requirements in

advance so that the elevator can stock supplies in accordance with
anticipated needs.

8. Supplies should be handled on a cash or a restricted-
credit basis. The manager snould uave the full support of the
directors in enforcint--; this cash or restricted-credit policy.
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