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Summary

The net capital invested in Minnesota cooperative elevator associations
averaged $190,712 at the end of the fiscal verr, 1951-52, ranging from $Ls5,000
to|almost $475,000. Almost all assete lave lucressed in recent years with fixed
assets showing both the largest absolute and pornortional gain.

Total assets increased 61 per cent from 1948 to 1952. Operating capital
represented by current assets constituted 60 per cent of the total compared with
70|ver cent in 1948, Accounts receivable from patrons, one of the important items
of | operating capital, averaged $17,209 or double the amount in 1048. Almost one-
fifth of the associations had accounts receivable exceeding $28,000. The over-
extension of credit to purchasers of merchandise with the accompanying difficulty

of |maintaining collections is one of the more serious problems of management. This
jg|well evidenced by the fact that for more than two-fifths of the associations, the
days sales outstanding in receivahles were 50 or more. :

Of the total capital required, an average of 34 per cent was used for fixed
assets. The original investment in these items excluding land was $91, 909 per as-
sociation, but almost one-third of this had been depreciated leaving a net value of
$65,183.

Capital supplied by creditors amounted to $87,312 an increase of 75 per cent
since 1948. The proportion of the capital supplied by creditors, however, changed
only slightly, rising from 42 per cent to 46 ner cent.

The items comprising net worth averaged $103,400. For individual associations,
net worth varied from a deficit to almost $200,000. Capital stock, including both
common and preferred, and capital stock creditsaccounted for almost two-fifths of
net worth., Patrons' equity reserves also accounted for about the same proportion.

A comparison of the important financial ratios for 1948 with 1952, indicates

in| general that the financial status and operation was much less favorable in the
latter year. The averages were substantially lower, and the proportion of associa-
tibns with the lower level of ratios was sharply higher. The marked decline in the
current ratio for a number of associations indicates more attention should be focused
on| the maintenance of working capital. The decline in the ratio of net worth to

debt constitutes a warning to some associations that maintaining the solvency of

the associations may be a problem. A larger oroportion of member capital is needed
in| many of these associations.

The marked change in the ratio of sales to fixed assets in recent years was
due to the drop in value of sales and the larse increase in the valuation of fixed
asisets. Although the lower level of this ratio does not necessarily mean ineffi-
ciency in the ugses of fixed assets, the trend may be significant.

Sales of grain averaged $573,960 per association in 1951-52 or 19 per cent less
than in 1947-L8. Sales of merchandise averaged $126,806 or almost 9 per cent more
than in the former neriod. The total gross margin averaged $48,491 or 6.8 per cent
of| total sales and income received from the various services. The corresponding
figure in 1947-48 was 5 mer cent. In 1947-U48 the gross margin was equally divided
between operating expenses and operating income. In 1951-52, expenses utilized
about two-thirds of the gross margin.

Iabor and management expense represented about 47 per cent of operating ex-
venses. Probably the hest way to attack high operating costs ameng those associa-
tions with adequate volume is to obtain a more efficient utilization of labor.




The net margins averaged $16,176 end ranged from losses to almost $113,000.
The provortions of associations exveriencing a loss in 1951-52 was about twice
the [number in 1947-48, One-tenth of the associations in both years had & net

mergin of $40,000 or more.




BUSINESS ANALYSIS OF MINNESOTA COOPERATIVE ELEVATOR ASSOCIATIONS Yy

Rex W. Cox

Farmers organized and invested their funds in cooperative elevator associations
or better results in marketing grain. Skillful use and preservation of this invest-
ent are of major concern to the members of these associations. This report presents
n analysis of the financial organization and operation of a representative group

f Minnesota cooperative elevator associations. These associations are & random
election from a total of 256 cooperative elevator associations in this state. In

he tables which follow, the original data obtained from the annual financial state-
ents and audits of the sample group of elevators have been employed to estimate
verages for the 256 associations.

3

M 3 ;O

The operation of elevators is influenced by the type of farming and kinds of
grain grown in the commnity, the volume of business, and the relative importance
éf the grain business compared with the merchandising business. In consequence,
the state has been divided in three areas and tables have been prepared which show

éhe situation in each area as well as for the state as a whole.

A similar study of approximately the same group of elevator associations was
made for the fiscal year, 1947-08., Tt 'is possible, therefore to present some inter-
esting comparisons for the two figcal years, 1947-48 and 1951-52 and to point out

the important trends.

ASSETS

The net capital invested in cooperative elevator associations averaged $190,712
Ft the end of the fiscal year 1951-52 (table 1). This represents a 61 per cent in-

Frease from the end of the fiscal year 1947-48, Almost all agsets increased between
the two periods. The largest proportional as well as absolute increase was in the
valuation of net fixed assets which more than doubled. The total capital of indi-
vidual associations in 1952 ranged from $45,000 to almost $475,000 with the most

usual amounts between $100,000 and $150,000 (table 2).

.

l/ Credit is due to Dr. B. Fred Koller, Department of Agricultural Bconomics, for
his assistance in the analysis of the data.
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Table 2. Total Assets of Minnesota Coovperative
Flevator Associations.

| _ All
Aggets 3 _Area 1 Area 2 Area 3 Areas
Percent of all associations
Less than $50, 000 - - 10.8 1.6
50,000 - 99,999 32.5 11.4 36.1 21.3
100,000 - 149,999 22.2 34.0 14. 4 27.6
150,000 - 199,999 6.7 2L.8 27.9 19.7
200,000 - 249,999 13.5 7.8 - 8.4
250,000 - 299,999 5.1 6.4 - 5.1
300,000 - and over 20.0 15.6 10.8 16.3
Total ! 100.0 100.0 100.0 100.0

i
Invested capital requirements are influenced greatly by the annual volume of
business. Ag the dollar volume of business increased from less than $400, 000 to
more than $1,600,000, the total invested capital increased from $102,200 to $406,700

(table 3).

Table 3. Relation Between Value of Sales
and Total Amount of Capital Required

Volume of sales Total assets

Less than $400,000 $102, 200
hoo,000 - 799,999 171, 500
800,000 - 1,199,999 268, 600

1,200,000 - 1,599,999 311, 400

1,600,000 and above Loé6,700

Overating Capital

The operating capital of Minnesota cooperative elevator associations, including
cash, receivables, inventories and other current items represented 60 per cent of
the total capital.

Cash

Of the current assets, cash averaged slightly more than $10,000 constituting

5 per cent of total assets and almost 9 mer cent of current assets. This item,
however, varies widely among associations. In some cases it represents only the
cash on hand inasmuch as practically all funds are on deposit with the terminal
agency. In others, overdrafts and outstanding checks exceed the cash on demosit
in banks. §

\
Accounts receivable-natrons

Accounts receivable from patrons which represent mainly credit sales of mer-
chandise averaged $17,209 or 15.1 mer cent of current assets. 'More than 36 ver
cent of the associations had outstanding accounts of $16,0000r more (table 4). In
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the southeast area where merchandise sales constitute a higher oroportion of total
sales than in other areas, about three-fifths of the associations had accounts
receivable of $16,000 or more.

Table B. Patrons' Accounts Receivable

Patrons! accounts Area 1 Area 2 Area 3 All areas

receivable 1952 1652 1952 1948 1952
Per cent of all associations

Less than $ 2,000 5.4 2.8 14,4 14,5 5.3
2,000 - 5,999 Lg.5 19.9 10.8 34, L 26.9
6,000 - 9,999 8.1 17.0 - 29. 11.9
10,000 - 15,999 13.3 24,1 1k, 4 11.7 19.5
16,000 - 27,999 6.3 21.3 2.4 5.8 17.3
28,000 - 39,999 9.7 5.7 25.2 2.3 9.8
L0,000 ~ and over 8.7 9.2 10.8 2.0 9.3
Total 100.0 100.0 100.0 100.0 100.0

Wide variations also exist among the associations regarding the proportion
accounts receivable are of the total current assets. For all areas, accounts
receivable of about one-third of the associations represented 20 per cent or more
of the current assets. The outstanding accounts of more than three-fourthsof the
associations in Area 3 were 20 ver cent or more of the current assets (table 5).
Tor many associations accounts receivable were a larger proportion of current
assets in 1952 than in 1948,

Table 5. Provortion Patrons' Accounts Receivable
are of Total Current Assets

Pronortion of Area 1 Area 2 Area 3 All areas
current assets 1952 1952 1952 1948 1952
Per cent of all associations

Less than 2.5 12.5 2.3 - 13.2 5.2
2.5 - L.,9 12.5 8.1 11.1 11. 4 10. 4
5.0 - 9.9 16.7 18.2 11.1 23.1 16.9

10.0 - 19.9 25.0 Lo.9 - 30.9 31.2

20.0 - 29.9 29.2 20. 4 22.2 15.2 23.3

30.0 and over L,1 9.1 55.6 6.2 13.0
Total 100.0 100.0 100.0 100.0 100.0

The extension of credit by cooperative associations to the nurchasers of
merchandise, and particularly the over—extension of credit with accompanying diffi-
culty of maintaining collections, constitutas one of the most serious problems of
financial management of many associations. The status of Minnesota cooperative
elevator associations in this respect and the change which has occurred since 1948
ig fairly well revealed in table 6 which showsthe days sales outstanding in receiva-
bles.

Alrost all associations aim to limit credit to a 30-day maximum. In the case
of almost three-fourths of the associations in 1952, however, the days sales out-
standing exceeded 30 days and in 15 per cent of the associations the figure was 90
days and over. In 1948, less than one-half of the sggociations had days esales out-
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standing exceeding 30 days and for 11 per cent of the associations the figure was
90 days or more.

Table 6. Days Sales Outstanding in
Patrons' Accounts Receivable

Days sales outstanding
in receivables 1948 1952
Per cent of all associations

Legs than 10.0 13.1 6.8
10 - 29 Ly L 20.0

30 - 49 21.0 30.9

50 - 69 2.8 26,2

70 - 89 7.9 .8

90 and over 10.8 15.3
Total 100.0 100.0

Too much emphasis cannot be given to the recommendation that the board of
directors establish and maintain a strict credit policy if serious difficulty is to
be avoided. Whatever the policy, it should be defined by the board and the manager
given the responsibility of administering it. A helpful procedure in providing in-
formation on the status of accounts receivable is the aging of these accounts at
periodic intervals. This is being done annually by about one half of the associa-’
tions included in the study. Many of the associations which have guarterly or
semi-annual audits age the accounts as freouently.

It should be noted that only 20 per cent of the associations among those in-
cluded in the sample set up a reserve for bad debts. This means that most associa-
tions have made no advance vreparation to take care of possible losses from bad
debts. Such provisions are good business at a time when producers are faced with
a cost-price squeeze.

Inventories

Inventories of grain averaged three times those of merchandise. Both in-
ventories combined accounted for about two-thirds of the current assets. .
As indicated b the amount of storage liability, about one-half of the average
grain inventory was owned by others.

Investments

Investments of cooperative agsociations were confined principally to those in
other cooperative associations, the major portion of which represented preferred
stock in the Farmers Union Grain Terminal Association.

Fixed Assets

Of the total capital required by elevator associations, an average of 34 per
cent was nsed for fixed assets in the form of land, buildings and equipment. The
corresponding figure in 1948 was 26 per cent. The original capital investment in
these items excluding land was $91,909 ver association but almost one-third of this
has been depreciated, leaving a net value of $65,183.
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All associations set up a reserve for depreciation. It amopnts to less than
20 per cent of the original value of fixed assets in the case of one-sixth but ex~
ceeded 50 per cent in about one-tenth of the associations (table 7). The average
for all associations was 29 per cent.

Table 7. Proportion Reserve for Depreciation
" 1s of Original Cost of Fixed Assets

Per cent regerve is

of original cost 1948 1952
Per cent of all associations

Less than 10 3.2 1.3
10.0 - 19.9 13.2 15.6
20.0 - 28.9 J2hi0 32.4
30.0 - 39.9 17.3 24.7
Lo.0 - 49.9 24.9 14.3
50.0 - 59.9 11.3 7.8
60.0 and over 6.1 3.9
Total 100.0 100.0

SOURCES OF CAPITAL

Capital Supplied by Creditors

Capital supplied by creditors as indicated by the total liabilities increased
75 ver cent from 1948 to 1952 (table 8). The proportion of the capital requirements
supplied by creditors changed only slightly, rising from 42 to 46 per cent. The pro-
portion, however, rose sharply in Areas 1 and 3 but remained about the same in Area 2.

Most of the financing by creditors is on a short term basis. The most important
gource of financing is the grain commission companies. If storage liabilities were
omitted from current liabilities and considered as a subtraction from the grain in-
ventory, accounts payable to commission companies would average L2 per cent of the
resulting current liabilities. Many associations depend almost entirely on com-
migsion firms for financing their current operations.

While bank overdrafts do not represent formal borrowing they do indicate a
temporary indebtedness to banks and as such constitute an important source of fi-
nancing by creditors.

Although the funds obtained from matrons and on open accounts with the sup-
pliers of merchandise show an upward trend, they still represent only minor sources
of financing.

Capital Supplied by Members

Members and patrons have furnished the largest proportion of the capital of
these associations through the purchase of capital stock and the creation of net
worth reserves and surplus. The items which comprise net worth averaged $103, 400
in 1952, about double the amount in 1948. TFor individual associations, net worth
varied from a deficit to almost $200,000. In 1948, net worth of 70 per cent of
the associations was less than $75,000, and that of 9 per cent was $150,000 or more.
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The corresponding figures for 1952 were 43 per cent and about 18 per cent, respec-
tively (table 9).

Table 9. Net Worth of Minnesota Cooperative
Elevator Associations.

} Amount of net worth 1948 1952
Per cent of all associations

Less than $25,000 . 7.8 1.6

25,000 - 49,999 b4 18.2

50,000 - 74,999 28.1 23.1

75,000 - 99,999 7.8 19.5

100,000 - 124,999 12.1 12.2

125,000 - 149,999 .8 6.9

150,000 - and over 9.0 18.5

Total 100.0 100.0

Capital stock, including both common and preferred, and capital stock credits
vrovided on the average $38,519, or 20 per cent of the capital. Although this
amount was 63 per cent larger than in 1948, there was only slight change in the pro-
vortion that 1t was of total net worth.

Patronage refunds retained in the business which are shown as natrons' equity
reserve on the balance sheet increased substantially from 1948-1952, amounting to
20 ver cent of the total ass~ts and almost two fifths of the total net worth.

The unallocated surnlus of $16,902 was about 9 per cent of the total assets.
Although the average was nne-third larger than in 1948, this item in many associations
has changed nnly slightly during recent years because all savings are distributed as
interest on canital stock, stock credite, cash matronage refunds, or allocated to
the natron in some reserve account. Net margins which remain in an unallocated sur-
plug account are subject to income taxes.

FINANCIAL RELATIONSEIPS

A strong financial condition of elevator associations requires that certain
minimim standard relationships be maintained between various balance sheet items.
These relations are usually expressed as financial ratios of which the most commonly
used is the current ratio or the ratio of current assets to current liabilities.
This ratio indicates the current solvency of the business. To be solvent from this
point of view, an association chould have current assets at least equal to current
l1iabilities. Since current assets are required for vurposes other than the payment
of current debts, a current ratio of two to one usually is recommended. It will be
observed from table 10 that 21 ner cent of the associations did not have sufficient
liguid assets to meet current creditor claims in full on demand. In contrast, 10
per cent of the associations had ratios of four to one or better. The weighted
average was 1.5 to 1 which is substantially below the standard.

The ratio of net worth to total liabilities indicates to what extent the
association is financed by owner capital and to what extent by borrowed capital.
A high ratio reveals & favorable finaneial condition in that the association is
financed mainly By the owners and the debt burden is low in consequence. For all
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Table 10. Ratio of Current Assets to Current
Liabilities
Size of ratio 1948 1952
Per cent of all associations
Less than 1.0 7.8 21.4
1.00 - 1.99 L1.0 52.2
2.00 - 2.99 18.3 10.8
3.00 - 3.99 7.0 5.2
L.oo - 5.99 10.3 2.0
6.00 - and over 15.6 8.4
Total 100.0 100.0
elevators, the ratio averaged 1.2 to 1 compared with a desirable minimum standard

About 32 per cent of the associations had a ratio of less than 1.00
(table 11). In these associations, the members and natrons actuslly own less than
50 per cent of the capital. In such cas‘s the association membership should give
serious consideration to increasing the amount of owner capital either by sale of
additional stock or retention in the business of a larger proportion of the annual

savings.

of 1.5 to 1.

A common rule of sound finance is that fixed assets should be financed by
owner capital which means that the ratio‘of net worth to fixed assets should be
at least one to one. TFor all associations this ratio averaged 1.6. Only 11 per
cent of the elevators failed to meet the|standard of one to one. One-fifth of the
associations had a ratio of three to one | or larger (table 11).

Ratio of Net Worth to Total Debt

and to Fixed Asgets

Table 11.

J Ratio of Net Worth to:

Size of ratio Total debt Fixed assets
1948 1952 1948 1952

Per cent of all associations

Less than 1.00 28.9 31.7 7.8 11.5

1.00 - 1.99 20.3 34,3 18.8 50.0

2.00 - 2.99 16.0 8.7 30.9 16.8

3.00 - L,99 10.2 13.1 23.7 16.9

5.00 - and over 2L. 6 12.2 18.8 L. 8
100.0 100.0 100.0 100.0

Total

Another ratio of importance is that
indicative of the use made of fixed asset
presumably obliged to spread the fixed ex
such as devreciation, 1nterest
Consequentl;
This ratio average

investment,

smaller volume of business.

vetitive stan’point.

‘él

of sales to fixed assets.

This ratio is

s. An association with a low ratio is
nenses resulting from the use of the fixed

insurance, and taxes, over a relatively
it may be at a disadvantage for a com-
The ratio was less than 10 for 70

ver cent of the associations and 20 or more for about 2 per cent (table 12).

A comparison of the corresponding fi
in general that the financial status and
The averages were substantially lo
the lower levels of ratios were sharply h

year.

nancial ratios for 1948 and 1952 indicates
operation were less favorable in the latter
wer and the proportion of agsociations with

igher (table 13).
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Table 12. Ratio of Total Sales to Fixed Assets

Size of Ratio 1948 1952
Per cent of all associations

Less than 10.0 10.9 69.5

10.0 - 14,9 19.9 22.5

15.0 - 19.9 20.7 5.8

20.0 - 24.9 26.6 2.2
25.0 - 29.9 12.9
30.0 and over 9.0

Total 100.0 100.0

Table 13. Averages and Minimum Standards for the Most Important
Financial and Operating BRatios.

Average Minimam
1948 1952 standard
Current agsets to .
current liabilities. 1.8 1.5 .2.0
Net worth to total liabilities 1.4 1.2 1.5
Yet worth to fixed assets 2.2 1.6 1.0
Sales to fixed assets 18.1 10.8 15.0

The declining current ratio indicates more attention should be focused on the
maintenance of working capital. The declining ratio of net worth to liabilities
constitutes a warning to a number of associations that maintaining the solvency of
the associations may be a real problem.

The marked. change in the ratio of sales to fixed assets was due to the moder-
ate drop in sales and the large increase in the valuation of fixed assets. Although
the lower levels of this ratio do not necessarily mean inefficiency in the use of
the physical plant and equipment, the trend may be gquite significant.

FINANCIAL OPERATIONS

Sources of Gross Operating Income

. Sales of grain averaged $573,960 in 1951-52 or 19 per cent less than in 1947-48.
Sales of merchandise averaged $126,806 or almost 9 per cent more than in the former
period. In both years, grain sales averaged more than 80 per cent of the total
sales, however, the importance of grain sales relative to merchandise sales varied
widely from area to area. For example, grain sales averaged 91 per cent of total
sales in Area 1 compared with 53 per cent in Area 3 (table 1A4)

Realized Gross Margins

Gross margins actually realized in merchandising grain and merchandise vary
widely among associations. For example, about 14 per cent of the associations
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realized less than 2 cents per dollar of grain sales and 37 per cent realized 5
cents or more. A larger vroportion of the associations realized 5 cents or more in
1951-52 than in 1947-L8 (table 15). The attemnted buying margin per bushel of grain
probably increased between the two periods because of increased costs. Selling
vrices, however, drovped. In consequence, a large proportion of the associations
realized more per dollar of sales of grain in 1951-52.

The variation in the gross margins realized pver dollar of sales of merchandise
sales was also wide. About 40 per cent of the associations obtained less than 10
cents per dollar of sales in 1951-52. The proportion realizing 14 cents or more
was much larger in 1951-52 compared with 1947-L48 (table 15).

Table 15. Gross Margin Per Dollar of Sales

Grain Merchandise
Gross margin: Gross margin:
cents per dollar 1948 1952 cents per dollar 1948 1952
of sales of sales
Per cent of all Per cent of all
associations associations
Less than 2.0 14,1 13.6 Less than 6.0 4.8 10. 4
2.0 - 2.9 22.6 8.9 6.0 - 7.9 17.1 14.5
3.0 - 3.9 25.8 21.2 8.0 - 6.9 25.4 15.0
L.o- 4,9 26.6 19. 4 10.0 - 11.9 4.4 22.8
5.0 - 5.9 3.9 12.1 12.0 - 13.9 15.1 11.2
6.0 and over 7.0 2L.8 14.0 and over 3.2 26.1

The combined gross margins realized on grain and merchandise sales and service
enterprises as storage, grinding, andothers averaged $48,491. The proportion con-
tributed by the three departments are shown in table 16. It will be observed that
grain sales accounted for & smaller proportion of the total in 1951-52 than in 1947-
L8, The proportion provided by income from services doubled between the two periods.

Table 16. Proportions that Demartments' Gross Margins
Were of Total Gross Margins

Department Area 1 Area 2 Area 3 All areas

1952 1952 1952 1948 1952
Proportion contributed by various

departments

Grain 63 50 30 59 52
Merchandise 20 34 50 33 32
Services 17 16 20 8 16
Total 100 100 100 100 100

The proportion contributed by grain and merchandise sales varied markedly
from area to area. The income from services as storage, cleaning seed, grinding,
and others contributed a significant pronorticn to the total gross margin in each
area. In the case of some associations this income meant the dif ference bhetween
profit and loss. ‘ ’
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Operating Expenses

Differences in the operating efficiency of elevator associations depend

largely on the variations in the volume of business and in the administration of
labor. The importence of successful labor adjustments in elevator operation is
evidenced by the fact that labor and management costs made up about 47 per cent

of all operating expenses. The proportion averaged highest in Area 3 where mer-
chendise sales relative to grain sales were highest (table 17). .

i Other items of exvense which constituted 5 per cent or more of the total
oberating expenses are heat, light and vower, local taxes, insurance, and depreci-
ation. These items, together constituted about one-third of the total, depreciation

alone accounting for 13 per cent.

The total operating exvense averaged $30,976, or 4.4 per cent of total sales
compared with 2.5 per cent in 1947-48. The increase reflected the drop in sales
and the increase in expense. The average proportion varied from a low of 3.3 per
cent in Area 1 to 7.0 per cent in Area 3.

i

; Operating Margins
, Operating margins depend on realized gross margins and operating costs. The
operating margin averaged $17,515 or almost 15 per cent less than in 1947-48, The
gross margin averaged 6.8 ver cent, operating costs, L.l per cent, and operating
margins, $17,515 or 2.4 per cent of total sales plus service income. The proportion

varied only slightly among areas (table 18).

Table 18. Sales, Gross Margin, Fxpenses, Operating and Net Margins
of Minnesota Cooperative Elevator Associations.

; Area 1 Area 2 Area 3 All areas
i 1951-52 1951-52 1951-52 1947-48 1951-52

Average value

?Total sales | $706,027 $751,783  $495,256 $828,004  $700,766

Service income 6,917 8,638 9,806 3,642 8,283
Total sales and
. service income $712,084  $760,421  $505,062  $831,646  $709,049
' Gross margin Lo, 795 52,904 7,890 L3,140 L8, ko1
, Operating expenses 23,481 33,948 35,447 20,696 30,976
Operating margins $ 17,314 $ 18,956 $ 12,443  $ 20,444 $ 17,515
' Other expenses 2,082 2,754 2,927 1,692 2,574
z $15,232 $ 16,202 $ 9,516 $18,752 $ 14,941
~ Other income 824 1,580 790 1,031 1,235

' Net margins $ 16,056 17,782 $ 10,306 $ 19,783 $ 16,176

‘ In 1947-L8, the gross margin which averaged 5.0 per cent of total sales and
service income was divided equally between operating expense and operating margin,
each averaging 2.5 per cent of total sales and service income. The gross margin
averaged 6.8 mer cent in 1951-52, operating expenses, 4.4 per cent and overating
margin, 2.4 per cent, which means the operating margins were only about one-third
of the gross margin (table 19).
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Table 19. Gross Margin, Operating Fxpenses and Operating Margin
as Proportions of Total Sales and Service Income,
Minnesota Cooperative Flevator Associations.

Area 1 Area 2 Area 3 Al]l lareas
19%1-52 19581-52 1951~-52 194748 1951-52
Per cent of total sales and service income.
Gross margin 5.7 7.0 9.5 5.0 6.8
Operating expenses 3.3 L, 5 7.0 2.5 4.4
Operating margin 2.4 2.5 2.5 2.5 2.4
Asgsociations whose operating margins were less than the average of 2.4 per
cent of sales and service income had either a gross margin below the average of 6.8

per cent or operating expenses above the average of 4.4 per cent of sale
income or both. Similarly, associations whose operating margins were 2.4
‘more had either a gross margin above the average or operating expenses le
average, or both.

These relationships are shown in table 20 for 74 associations. For
associations had gross margins of less than the average of 6.8 per cent.
ting expenses of & of these associations were far above the average of 4.
of “‘sales and service income. In fact, all but two of the associations op
loss, the lossfor this group averaging 1.6 mer cent of sales and service

Twelve of the associations whose gross margins were 6.8 per cent or
overating exvense less than L.4 had an average operating margin of 3.8 pe
pared with 2.4 for all associations. These are the associations which us

i

and service
per cent or
ss than the

example, 38
The opera-
L per cent
erated at a
income.

more and
r cent com~
vally are

in a position to distribute a larger proportion of the total income as vpatronage

refunds at the end of the year.

Table 20. Gross Margin, Operating Fxpense, and Operating Margin,
74 Minnesota Cooperative Tlevator Associations.
Gross margin and Mumber of Operating
operatine expense agsociations margin
Per cent of total Per cent of [total
sales and service income sales and servilce income
Gross margin
Less than 6.8 38 1.2
Operating expenses
Legss than L. 4 30 1.9
L. 4 and more 8 -1.6*
Gross margin
6.8 amd more 36 3.3
Operating expense
Less than L, 4 12 3.8
L.L and more 24 3.0

* The loss of this group averaged 1.6 ver cent of sales and service

income.
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_ The proportion that the gross margin is of total sales and service income
averages about the same for associations with a small volume of business as for
those with a large volume. The share of the gross margin, however, that was used
to pay expenses was much less for the associations with a large volume, In con-
sequence, the operating expenses constituted a smaller proportion and the operating
marzin, a larger proportion of total sales and service income in the case of the
associations with a relatively large volume of business (table 21).

§
Table 21. Relation Between Volume of Business and Gross Margin,
i Operating Bxpenses, and Operating Margin.

? Volume of sales Gross Operating Operating
and service income margin expense margin
Per cent of total sales and service income

Less than $400,000 6.8 5.5 1.3

400,000 - 799,999 6.6 by 2.2

800,000 - 1,199,999 6.7 4.2 2.5

1,200,000 - 1,599,999 7.3 L1 v 3.2

| 1,600,000 and above 6.8 3.7 3.1
; Fet Margins

: The net margins after adjustment for other income and expenses averaged
$14,175 and ranged from losses incurred by geveral associations to about $113, 000
(table 22). The vromortion of associations experiencing a loss in 1951-52 was
about twice the vroportion in 1947-48. One-tenth of the associations in both years
had a net margin of $40,000 or more (table 22).

% Table 22. Net Margins of Minnesota Cooperative Elevators

Area 1 Area 2 Area 3 All areas
Net Savings 1952 1952 1952 1948 1952
' Per cent of all associations

Loss 18.6 11.8 4.4 6.2 14,3

Less than $5,000 17.1 15.4 25.2 14.5 17.3
5,000 - 9,999 16.2 9. 4L 36.1 18.7 15.3
10,000 - 19,999 17.8 17.3 13.5 19.5 16.9
20,000 - 29,999 - 21.8 - 13.3 12.0

3 30,000 - 39,999 12.8 20.1 - 17.6 15.0
§ Lo, 000 - b9,999 11.8 - - 3.1 3.6
§ 50,000 - 59,999 2.6 .7 10.8 2.0 2.7
§ 60,000 and over 3.1 3.5 - 3.5 2.9

Total 100.0 100.0 100.0 100.0 100.0
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Associations with the largest volume of business had the largest net margins.
Vet marsins averaged about $3,000 for the grouv with total sales of less than
$400,000 and close to $65,000 for the group with sales of $1,600,000 and more
(table 23). The propnrtion that the net margin was of total sales plus service

Table 23. Relation Between§Volume of Sales and Average Net Margins
of Minnesota Cooperative Wlevator Associations.

Average net margins

Total sales and 19L7-48 1951-52
service income § Average Per cent of sales
Value and service income
less than 400,000 $ 4,561 % 2,996 1.0
Lp0,000 - 799,999 11, 433 11,909 2,0
800,000 ~ 1,199,999 27,684 22,232 2.3
1,200,000 - 1,599,999 37,090 38,718 2.9
3.1

1,600,000 and more 50,735 6l, 625

income also averaged highest for the associations whose volume was relatively
large.




