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IRTRODUCTION

Farmers have oxhibited their faith in the cooperative movement by
Joining local farmer cooperative organimations. There are different types
of local farm cooperative organizations in Oklahoma. The two principal types
in cooperative grain marketing are the single unit association which operates
one or more stations in one loecality, and the multiple unit association which
operates subsidiary stations in more than one locality while maintaining an
administrative headquarters in only one place. This study deals with single
unit grain associations in addition to a proposed multiple grain association.

The success of a farmers cooperative grain association depends on
soveral factorse One important factor is the actual need for the cooperative
.'m. a given locality. Another factor in measuring the success of a cooperative
is the association's ability to render services to its patrons and control
costs in order to maximize profits,

Purpose of Study

The purpose of this study is to compare the existing costs of five single
unit cooperative associations with what the costs would be if a multiple unit
wore formed from the five single unitse The five single unit cooperatives
are located at Bison, Waukomis, Imo, Urumsond and Ames,t In analysing costs,
three types of analysis are used, namely, departmental, seasonal, and fixed
and variable. The costs of the projected multiple unit associations are come
pared with the total costs of the five associations operating individually.

lThis study is one phase of a project comparing the operations of
multiple unit associations with single unit associations being undertaken
by the Department of Agricultural Economics of Okdlahoma %A, and M. College.



Method of Procedure

A cost study of any business is based primarily on the expenses of that
business, A cost analysis of more than one cooperative association is also
concerned with a comparison of the costs of operation of all of the associa=-
tions. In order to evaluate the cost structures of five associations, it was
necessary to divide the study into four important phases of cost procedure.
The four sections of the study are departmental costs, seasonality of costs,
fixed and variable costs, and the projected proposal of a multiple cost
structure derived from the five single organizations. The cost data of each
section cover a three year period from 1946 through 1948,

The departmental phase of the study includes a division of the expenses
in two parts. (hn part of the expenses goes to defray wheat marketing and
storage costs, while the other part is charged to the sideline operations
of the associations to operate costs. The managers' estimates were used
along with a division of expenses according to gross earnings and the writer's
knowledge of the operations of each cooperative.

The seasonality of expenses was analyzed by tabulating the total
expenses for each month of the year by associations. This type of analysis
makes it possible to determine seasonal variation in cost structure, Fixed
and variable expenses were calculated on the fixity and variability of each
individual expense items The fixed and variable expense section makes it
possible to determine the costs that are the most rigid in an organization.

The analysis of the proposed multiple unit association is based on the
expenses of the single unit associations. These expenses were further
analyzed into a proposed departmental, secasonal, and fixed and variable
analysis. The method of procedure is given in more detail at the beginning

of each section.



THE PHYSICAL AND FINANCIAL STRUCTURE OF THE ASSOCIATIONS

The size and condition of a business unit affects its costs of opera-
‘tion and helps to determine its financial structure. The locabtion, the
facilities available, and the commodities handled determine the general
physical characteristics of each cooperative., The combination of the two
above mentioned factors are important in analyzing cost variance.

Physical Description of the Associations

location and Market Aress. The five assoclatlons studied are located
at Bison, Waukomis, Imo, Drummond, and Ames (Figure 1), These cooperatives,
located in Gerfield and Major Countles, form a cluster in one area., This
makes them accessible to survey as single and multiple units. Since this
is a wheat producing area, the close proximity of elevators creates keen
competition between cooperative grain elevators, as well as independent
grain buyers. The five associations that are analyzed have at least one
or the other as competitive buyers of wheat., The general extent of the
trade ﬁerrituries of each of the five cooperatives is approximately three
to twelve miles from the town in which it is located. Since the trade ter—
ritories overlap, every manager must be cognizant of the service his organ-
igation performs and its efficiency in gperation.
The facilities that are available to the five
different cooperatives vary slightly. All the elevators are mld.ng repairs
and building additional storege space. Bison had an elevator capacity of
140,000 bushels. Imo, Waukomis, and Drummond varied around 100,000 bushels




Figure 1. Iocation and Market Areas
of the Five Associations
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TABLE 1

AVERAGE ANNUAL WHEAT HANDLED, WHEAT SALES AND
SIDELINE SALES FOR THE FIVE ASSOCIATIONS,

FROM 1946 THROUGH 1948

Wh
Handled
(Bushels
Bison 369,485
Waukomis 343,014
Imo 407,126
Drummond 349,010
Anmes 260,714
TOTALS 1,72
Source:

2

eat Sideline Wheat Wheat Sideline

(g—Eu Dollars G gwas. © SES
690,088, 98 29,133.09 21,37 23.03 12,17
501,943449 52,300,58 19.83 16,75 21.84
735,650454 36,293.95 23.54 24455 15.16
605,005.87 - 13,355426 20,18 20,19 557
i4614,368.30 108,382, 48 15,08 15.48 45,26
0 239,465,36 100,00 100,00 100,00

Annual Audits of the Associations, from 1946 through 1948,




and multiple unit cooperatives throughout the state and the Panhandle
section of Texas., These five cooperatives in the study market their wheat
with the Union Equity.

The five cooperatives purchased their feed and grain from local farmers
in their trade territories, and also from the various feed manufacturers in
the state, Fertilizer, gasoline, oil and general merchandise were purchased
from the Consumers Cooperative Association of Kansas City. The Drummond
cooperative reported buying lumber from firms located on the West Coast, and
in Bastern Oklahoma and Arkansas, Coal in most instances was purchased from

coal firms located at McAlester, Oklahoma.

Financial Description of the Associations

The financial description of the five associations will be summarized in
two parts, namely, the balance sheets and the operating statements. At the
end of each fiscal year each cooperative takes an annual audit that lists the
assets, liabilities, net worth, and the operating statements, as well as other
operating information pertaining to the organizations. This audit is made in
the form of a report to the Board of Directors and the member patrons,

Surmary of the Associations' Balance Sheets. A summary of the associa-
tions' balance sheets indicates the size of investment of the five associa-
tions. The total investment at Bison was $99,433.97 (Table 2). This was the
largest investment of any of the five associations. Ames, which had more
sideline sales, had $36,792.59 invested in fixed assets, Its fixed assets
were the largest of any of the other four cooperatives., The largest total
investment at Bison was the result of the organization having larger elevator
capacity, plus the fact that Bison is one of two associations having a

gasoline station, Although Ames sold less wheat, its rather high investment



TABLE 2

FROM 1946 THROUGH 1948

AVERAGE ANNUAL BALANCE SHEETS FOR THE FIVE ASSOCIATIONS,

(Continued)
BISON WAUKOMIS

Dollars Percent Dollars Percent Dollars Percent
Current Assets 39,108.82 39.33 244,922,73 38.46 39,143.26 43.30
Other Assets 345439492 3h, 6l 12,897.52 19.90 27,058,76 29.93
Fixed Assets 25,885,23 26,03 26,986,429 41,64 244,207.89 26477
TOTAL ASSETS 99,433.97 100,00 6lto 806454 100,00 90, 409,91 100,00
Current Liabilities 23,271.92 23.40 18,365.63 28.34 27,322.55 30,22

Fixed Liabilities 0= O s
TOTAL LIABILITIES 23,271.92 23.40 18,365.63 28.34 27,322,55 30.22
Capital Stock 25,992.17 26,14 26,103.81 40,28 30,795.63 34,06
Leserves 28,642,80 28,81 14,129.46 21.80 10,935.82 12,10
us 21,527.08 21,65 65207, 644 9.58 21,355.91 23,62
TOTAL NET WORTH 76,162.05 76.60 46,440,91 71,66 63,087.36 69.78
TOTAL LIABILITIES AND  99,433.97 100,00 61,806,514 100,00 90,409.91 100,00

NET WORTH
Source: Annual Audits of the Associations, from 1946 through 1948,



TABLE 2

AVERAGE ANNUAL BALANCE SHIETS FOR THE FIVE ASSOCIATIONS,
FROM 1946 THROUGH 1948

DRUMMOND
Dollars Percent Dollars Percent
Current Assets 34,163.61 41,09 29,090.94 35.40
Other Assets 18,754.81 22,55 16,295.61 19.83
Fixed Assets 30,232,90 36,36 36,792459 L T7
TOTAL ASSETS 83,151.32 100,00 82,179.14 100,00
Current Liabilities 11,573.46 13,92 23,666.39 28,80
Fixed Liabilities 0= ~0=
TOTAL LIABILITIES 11,573.46 13.92 23,666.39 28,80
Capital Stock 30,832.27 37.08 25,871.68 31.48
Reserves 31,482,701 37.86 18,521,68 22,54
Surplus 9,262,88 11.14 14,119.39 17.18
TOTAL NET WORTH 71,577.86 86,08 58,512,75 71,20
TOTAL LIABILITIES AND 83,151,32 100,00 82,179.14 100,00

NET WORTH

Source: Annual Audits of the Associations, from 1946 through 1948,
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comes from a larger sideline business, The total investment at Imo and
Drummond was $90,409.91 and $83,151.,32, respectively (Table 2), This rather
high investment, in comparison to the other associations, is the result of

Imo selling more wheat than any of the five elevators and Drummond selling

the third largest amount of wheat of the five elevators, The low total
investment of $64,806,54 at Waukomis is the result of the organization selling
less wheat than the elevators at Bison, Imo, and Drummond, There were no fixed
liabilities reported for any of the five organizations, The total net worth

at Bison was $76,162,05, followed by $71,577.86 at Drummond, $63,087.36 at

Imo, $58,512.75 at Ames, and $46,440,91 at Waukomis (Table 2),

Sumary of the Associations' Operating Statements. The total sales at

Imo were $771,94h.49 for the highest of any of the other four cooperatives
(Table 3). Waukomis had the lowest total sales, which were $554,244.07.

The gross earnings at Imo were $27,682,14, followed by Ames with a
gross earnings of $26,214.63. The lowest gross earnings were recorded at
Drummond, which had $19,224.69. The reason for the largest gross earnings
at Imo is its higher operating income, Imo received more money from wheat
storage, treating, grinding and elevator operations than did any of the other
elevators.

Waukomis had $20,323.90 total expenses for the highest, and Drwumond had
$11,391.83 for the lowest of the five cooperatives (Table 3). The sideline
sales at Waukomis were large enough to greatly influence its total costs, and
the same can be said in the wheat sales at Drummond. The sideline sales
increased the costs at Waukomis, while the greater volume of wheat handled
reduced the costs at Drummond.

The highest net earnings were at Imo, which had $27,180.09. The lowest

net earnings of any of the organizations were $10,942.12 at Waukomis. Since



TABLE 3

AVERAGE ANNUAL OPERATING STATEMENTS FOR
THE FIVE ASSOCIATIONS, FROM 1946 THROUGH 1948

BISON WAUKOMIS e SRR Y
Dollars Fercent. ___Dollars ___ Percent ____ Dollars Percent,

Sales 738,324,65 100.00 55lp9 2islss O 100,00 771944449 100,00
Cost of Sales 719,205.33 9741 536,787.30 96,85 755.586.14 97.88
Other Operating Income 1,600,74 22 65936.01 1.25 11,323.79 1.47
Gmﬂ’ Earninga 20,73).06 2031 2"’392078 tbnw 27’6&!“ 3.59
Lxpenses 17,409.54 2.36 20,323.90 3.67 15,700,35 2,03
Other Deductions 577.12 .08 790,65 1 110,31 01
Other Additions 15,722,29 2,13 75663489 1.38 15,308.61 1,98
Net Barnings 18,455.69 2450 10,942.12 1.97 27,180,09 3453

= DRUFFOND S

Dollars Percent Dollars Percent
Sales 618,361.03 100,00 5724750,78 100,00
Cost of 3ales 604,662,425 97.78 552920k, 22 96,41
Other Operating Income 55525491 «89 5,668,07 «99
Gross Earnings 19,224,69 3.1 264214463 he58
Expenses 11,391.83 1.84 19,965.20 3449
Other Deductions 49.93 Ol 52,91 01
Other Additions 12,004,410 1,94 10,655 ¢42 1,86
Net Earnings 19,787.03 3,20 16,851.9% 2494

Source:

Annual Audits of the Associations, from 1946 through 1948,



Ames moreithan doubled any of the other associations in sideline sales, its
net earniﬁgs of $16,851.9)4 were comparatively high.

The summry of the opérating statements shows that Imo did more business
than any of the other four elevatois, The large gross earnings and lower net
earnings of Ames resulted from more sideline bﬁsiness. The net sarnings of
Drunmond were the second largest of the five elevators. The operating
expenses of Drummond_weré the lowest, which may be accounted for by the fact

that it handled less sidelines,



| THE OPHR\”I&G LAPERSES OF THE ASSOCIATIONS

The overhead expenses of a cooperative, which are defined as the
operating cxpenses, are those expenses that are incurred throughout the
fiscal year of business perforuance, In this section a desériptiou of the
expenses wlll be given. For ease and convenience oi analysis, several of the

operabing expsnses have been combined,

Types of Expenses

Salaries and VWage Fxpenses. MNost of the audits of the associations list
manager's salary and other salaries and wages paid the employees. For this
study, in mest instances, all money paid for wages, including manager?'s
salary and permanent sularies, have been combined into one expense iten
called salaries and wages.

Physical Facility Bxpensegs. Depreciation, insurance and bends, and

2

taxes malte up the total physical facility‘expenses. Depreciation consistes of
the expenses incurred by the wear and tear, or obs solescence on mach vinery and
equipment, buildings, furniture, and fixtures. Insurance cxpense includes
alltﬁhe insurance affecting the associations. Bonds, listed with insurance,
includes warehouse bonds and the managerts bonds, Taxes include socisl
security, sales tax, advalarem tax, and corporation license tax for the
period of one fiscal year. The total of the three mentioned expense items
above is what each association spends to operate its phys 1cal plant. Usually

these expenses are more stable, tending to vary less than other operating

‘expenses. Also, these expenses form the larger part of a cooverative'’s
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Calcﬁlated Interest Zxpense. The audits of each of the five cooperatives
list interest expense only when this item has been incurred by borrowing
money fra% credit agencies. Usually the bank for cooperatives at Wichita,
Kansas is the main source of credit., Lowever, the associations occasionally
borrow funds from local banks. In making this study it was fell necessary
that a ecalculated interest expense figure should be borne by each assccia-
tion. Iven tliough this expense was not directly shared by the organization,
it was thought that this should be added to bring out an opportunity cost
that would otherwise be omitted, Interest on inyestmﬁnt should be figured
for any going business concern,

Assets of each association were divided into commodity, facility and
operating capital, The bank for cooperatives at Wichita, Kansas loans
facility capital at four percent interest, commodity capital at 2.25 percent,
and operabing capital at three percent. After the three breakdowms of assets
for the five elevators were totaled and the interest rates of the bank for
cooperatives were applied, the sum of the interest expense for each organiza~

tion was deriveds

Obher ixpenses. Other expenses could be termed a "Catch-All" category
to take care of the remaining items listed on the expense audits. In thisg
study other expenses include seven operating éxpense items, namely, utilities,
telephone and telegraph, repairs, supplies, advertising, truck expense, and
administrative and selling expense., The administrative and selling costs
include donations, travel expense, direciors' fees, bad debts expenses,
auditing and lsgal fees, educztional expensé, and any other miscellaneous
items appearing on the expenszs sheet of the audit., OUbher expernses will tend
to vary'mofe than physical facility expenses, interest expense, and salaries

and YWageS.



Variations of Yearly Expenses by Associations

The expenses of any assoclation vary according to the amount of business
and the efficlency in operating the business., For the crop years 1946 through
1948 the expenses of all the elevators increased because of more business and
an expansion in the physical plants. In addition the post war period was
condueive to a general rise in the price level of our econowy, which was
reflected by an increase in the operating expenses of the five associations.

Bison. Total expenses at Bison increased from #11,326.07 in 1946 to
$24,5538.33 in 1948 (Table 4). Salaries and wages accounted for the larger
share of the total expenses, and also the largest inerease in expenses,
Salaries and wages were 43.0 percent of the total expenses for 1946, and they
inereased to 49.7 percent in 1947. They increased in amount for 1948, but
the percentage figure decreased to 40.0. This was due to an inerease in the
total expenses that was comparatively larger than the increase in salaries
and wages.

Physical facility expenses increased from §1,950.92 in 1946 to $4,508.32
in 1948. The reason for the increase was the construction of additional
storage space in 1948, which increased the depreciation figure. This _
increased the insurance from $462.52 in 1946 to $1,577.67 in 1948 (Table 4).
The taxes increased slightly for the same period.

Calculated interest expense shows a decrease in percentage of 23.5 for
1946 to 15,0 in 1948, UHowever, the interest expense account increased., This
also was due to the total expenses being proportionately larger than the
interest expense.

A1l of the expenses malking up other expenses incrsased on a large scale,

except utilities in 1948. Repairs expense increased from $177.54 in 1946 to
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TABLE &4

L\I&Nﬂ BLPENS a1

salad s

PR THE
OF BISGH, OHLAHCEA,

TROE 1946 THEOUGH 1948

1986 L A5LT 1948

Deliars Farcent Lollars Percent Pollars Fercent

Salaries and Wages Ly 875,06 L3 .0 8,126, 2 L, 66 11,7286, 64 L6.00

Fhysienl Facility 1,950,592 1723 2,052 0 16,09 by HGRG 32 18,37
Depreeiation 847,83 3, 20404 i,l#b.7$
Insuranes and & L6252 693,68 157757
Taxes L0 TT 7276 Th3 BT

Intereot 2,666,603 23,5 3,173,17 1915 3,681.72 15,00

Othey & EEEes } ,i;,r!};l&? 15-19 2,1}7-?;3& lgﬁlg 5,@@1;{)/ Qﬁcéj
Utilities AT PG LA 20 Lh2eG5
Telephone and Tolegaaph 8,05 146,91 183.43
Hepairs 177454 65149 71935
Supplins 118,54 152,52 Bba 56
sdvartising 13023 14573 199,55
Truck Lrpence o o 586484
Admindustrative and i ,0289 57 931{ - 89 & » &18 ™ !‘33

Selling Lrpanse
TOTALS 11,320.07 200,60 36,360k 23 100,00 255538033 200,00

Sourece!

Annual Audits of the Asseeiation, from 1946 through 1948,

9T



$779.35 in 1948, The expansion of storage space, the addition of new

'3

sidelines, and the large wheat crop of 1947 were the primary reagons for

the increase.

.

vaukomig. The Wauliomls ecooperative did not start wmaking any major

changes in its physlcal plant until after the 1948 crop season. Therefore,
the expenses of the organization increased only to the extent of increases
in the business done by the cooperative, except for an unusually large
repair expense in 1947. The total expenses in 1946 were $17,155.15; they
increased to $21,089.75 in 1947, and in 1948 they were $22,726.8C (Table 5).

The salaries and wages increased st Waukomis from $7,127.36 in 1946
to §7,431.03 in 1947, and to $9,6C1l.41 in 1948. The manager's salary
inereased, as well as hiring more seasonal labor to handle the increasé in
buainess.

The physical facility expenses increased from $4,198.94 in 1946 to
$5,430.96 in 1948. This increase was caused by the general increase in
depreciation, insurance, and bonds and taxes.

The calculated interest expense rose from $1,825.15 in 1946 to
$2,128.45 in 1947, and to $2,499.64 in 1948. The main reason for this
increase was the expanded inventories of the cooperative,

The other expenses were 23.3 percent of the total expenses in 1946,
They increased to 31.6 percent in 1947, and they decreased to 22.9 percent
of the total in 1948. Ag stated above, the repair expenses in 1947 caused
the fluctuation in other expenses,

Ino. The total expenses at Imo increased 34.6 percent over the three
years (Table 6). Salaries and wages remained almost stable with only a
slight decrease in percentage of the total expenses in 1948, although the

actual amount for salaries and wages increased a l1ittle over $500.00,



TABLE 5

ANNUAL OPERATING EXPENSES FOR THE
WAUKOMIS CO-OPERATIVE SUPFLY COMPANY OF WAUKOMIS, OKLAHOMA,
: FROM 1946 THROUGH 1943

1946 1947 1948
Percent Dollars Fercent Pollars

Dollars Percent

7,431.03 35,24

Salaries and Wages 7,127.36 51,55 9,601.41 h2.25
Physical Facilivy Expenses L, 198,54 2h L8 L, 869 44 23,09 5,430496 23.90
Depreciation 2,475, 81 2,510.98 24572455
Insurance and Bonds 1,167.68 1,555.75 1,841.22
Taxes 555445 802,71 1,017.1%
Interest 1,825,315 10.64 2,128, 45 10.09 2,499.64
Other Expenses 4,003,770 23.33 6,660.83 31,58 5,19L479
Utilities 376.76 328445 369,21
Telephone and Telegraph 152,70 172,02 150421
Repalirs 501.65 2,860,23 1,947.59
Truck Expense 183.77 187.98 326.95
Administrative and 1,428.L4 1,916,38 1,179.24
Selling Expense ”
TOTALS 17,155.15 100,00 21,089,75 100,00 22,726.80

Source: Annual Audits of the Association, from 1946 through 1948,

8T



TABLE 6

ANNUAL OPERATING EXPENSES FOR THE
FARMERS COOPERATIVE ELEVATOR COMPANY OF IMO, OKLAHUMA,
FROM 1946 THROUGH 1948

To.
Dollars Fercent Dollars Percent Dollars Percent

Salaries and m.' 5,057.” 37.51 5,869.“) 37.&} 6,326.50 35.10
Physical Facility lxpenses 2,945.79 21,85 3,453.36 22,15 by 401,67 2hek2

Depreciation 1,764.00 1,973.48 2,123.,23

Insurance and Bonds 845.72 965.27 1,784.47

Taxes 336,07 514.61 493497
Interest 2’55088 18,87 2’7?9028 17.83 3,‘)7&“ 19026
Other Expenses 25936447 4,77 3,490,07 22,38 3,824422 21,22

Utilities 450,80 427,72 482,96

Telephone and Telegraph 128,30 128,42 182,73

Repairs 525,28 895,46 1,165.82

Supplies 663,65 707.69 612,41

Advertising 215,58 144,00 104,09

Truck Expense ~0= 0= ~0=

Administrative and 952,86 1,186.78 1,276.21

Selling Expense

TOTALS 13,484,011 100,00 15,590.70 100,00 18,025,23 100,00

Source: Annual Audits of the Association, from 1946 through 1948,

61
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The¥largest increase in the physical facility expense group was insurance
and bond#. This increase was about §900.00 for the three year period. The
depreciation expense increased a little over $400.00, and taxes increased
slightly for the same period. This increased volume of business at Imo was
also accompanied by an increase of about $900.00 in the calculated interest
eXpense.

The repairs increased more than any expense item in the other expense
category. The repairs on an old elevator in 1947 and 1948 accounted for
repairs expense increasing,

Drummond, The total expenses at Drummond were comparatively low,
increasing from §9,571.57 in 1946 to #13,358.65 in 1948 (Table 7). This
can be eﬁpected since the Drummond association did a small amount of side-
line business for the three years.z

The salaries and wages increased from $3,936.17 in 1946 to $4,812.26 in
1947, and to $5,773.27 in 1948, This was the largest increase listed on the
expense ledger, and it resulted from more wheat business, plus an inerease
in the nmanager's salary over the three year period,

The physical facility expenses showed a decrease in 1947 and an increase
~in 1948, The addition of a lumber yard accounted for this increase. . The
remainder of the expenses showed a general increase.

Ames. In Ames the total expenses increxsed 137 percent over the three
year period (Table 8). In 1947 and 1948 the elevator added physical
facilities for handling more sidelines.‘ Storage space increased, and alse
the repairs expense increased from $182.17 to $1,176.91. The depreciation

increased over:@i,OO0.00 for this same period.

2cr, ante., page 6.



TABLE 7

ANWUAL OPERATING EIPENSES FOR THE
DRUIMOND COOPERATIVE BLAVATUN COHPANY OF DRUMNOLD, OKLAHOMA,
FAOM 1946 THROUGH 1948

1946 1947 . 1948

Dollars Percent Dollars Percent Hollars Parcent
Selaries and Weges 3,936.17 41,12 L,812,26 52,79 5,773.27 43.22
Fhysical Facilily lwpuonses 1,978.55 20,67 1,693.51 15.06 2,481,75 12.58
Depreciation 1,128.37 819,46 1,304,770
Insurance and Bonds 380.59 299.83 537404
Taxes h69.59 57he22 640,02
Interest 2,422.90 25.31 25596467 23.09 3,228,60 24,17
Other LExpenses 1,233.95 12,90 2,142,82 19.06 1,875.02 14.03
Utilities 351,82 366,60 L8Le 42
Telephone and Telegraph 50.31 84.97 124.23
Supplies 125.43 388,16 258.30
Advertising 58,08 154425 122,68
Truck Expense 35,22 (e iy
Administrative and L2714 843.09 543 .24

Selling lxpense

TOTALS 9.571.57  1C0.0GO 11,245.,26 100,00 13,358.65 100,00

Source: Annual Audits of the Association, from 1946 through 1948,

]
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1546 , LY . R A1
lisllarsa  Fercont Dollars  Fercent Lollars  Percent
Salaries and Yagss 44,801,540 54,10 131,589,038 5004 12,710,325 45418
Physical Faeility ixpenses 2,698. 59 24,78 2«., 656, 70 20,28 6,057 454 22ebids
Deprseistion 1,687.22 2,627 .60 23955 .86
Insursnce and Bonds 51.‘3.&3 3.,1)3.76 1,%0,33
Interest ,53 Jelids i8.72 34181420 13.7% 3,1#4. 98 12.09
Other &Q{F%XEGEB 1,,,2;/:8‘; 12,50 3)6{}3 59 15,94 »%’95.42.?1 15029
Utilitieﬁ j@‘&. fﬁ, 6’3-‘{0106 ‘61 ozﬁ'
Talephone and Telegraph 109,84 183.76 197.68
Repalrs 182,17 605 489 1,176451
Supplics 154420 34343 623,59
Advertising 5677 162.44 115,67
Truck Expense -l 831.62 347.02
sduinistrative and B48.33 962439 B73eldy
Selling Expense
TUTALS 1o.888.32 100,00 _23,158,57  10C,.00 254840.72  10C.00
Bource: Asnual audits of the Association, from 1946 through 1948,

e



23

Salaries and wages were L44.1 percent of the total expenses in 1946,
50.0 percent in 1947, and 49.2 percent in 1948. This increase was caused
by more sideline business.

The physical facility expenses increased almost $4,000.00 over the
three years studied, The addition of a service station, plus the equipment
necessary to operate it, was the chief cause of the increase. This increase
in the physical plant caused insurance to increase about $1,300.00, and taxes
rose to $1,301,.35 in 1948 from $496.24 in 1946, With an increase in physical
facilities, the calculated interest increased also.

The largest increase in other expenses was the result of tremendous
increases in repairs., The repair expense was $182.17 in 1946, $605.89 in
1947, and $1,176,91 in 1948 (Table 8).

Variations of Expenses Between Associations
This section of the study deals with an analysis of the three year
average expenses of the five cooperatives to determine the variation of
expenses between associlations. Increased business, the construction of new
storage space, and more sideline business caused much of the variation

between associations,

Comparison of Salaries and Wage Expenses. More money was paid out for
salaries and wages than any other expense item. The three year average
expenses of the five cooperatives show that Ames paid out 48.6 percent of
the total expenses to salaries and wages, Bison 46.5 percent, Drummond 42,5
percent, Waukomis 39.6 percent, and Imo 36.6 percent (Table 9).

Service stations at Ames and Bison were the main reasons for more money
being paid out for salaries and wages by them., Imo, the elevator handling

and selling more wheat, paid out less for salaries and wages than the other



TATLE 9

AVERAGE ANNUAL OPZr FOR THE PIVEE ASSOCIATIONS,

S
l‘}!ﬁ;’@

\uout¢ﬂgpd)
BIZON , WAUROMIS , Ry
Pollars Percent Dollars Percent Dollars Yercent
Salaries and Wages 8,095.96 46,50 8,053.27  39.63 5,751.16 36663
Fhysical Facility bxpenses 3,030,57 17.41 4,333.10 23,78 3,600.28 22.93
Depreciation 1,416.15 2,519.78 1,953.57
Insurance and Bonds 911.29 1,)?1 54 1,193,409
Taxes 703,13 791,78 Lig,22
Interest 3,160.31 18,15 2,151.08 10,58 2,932,00 18,68
Otbher Expenses 3,122,770 17.94 5,,333.;,,; 26,01 3,416.91 21,76
Utilities 399.48 358.81 LE3.83
Telephone and Telegraph 13546 158.31 146,48
Repairs 535499 1,759.82 862,19
Supplies 237.09 gl 12 661,25
Advertising 158,30 3145 154,56
Truck lixpense 195,62 232,90 woJme
Adminlstrative and 1,460.76 1,508.03 1,138.60
Selling Expsase
TOTALS AT H09.51 20,323,90 160,00 15,700,35 100.00

Sources Annual Audits of the Associations, from 1946 through 1948,

g
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TABLE 9

PROM 19

NSES FOR THE FIVE ASSOCIATIONS,

N
THROUGH 1942

DRUNMIOND , AMES

Dollars Percent Dollars Percent

Salaries and ’wages 4, BLO.57 42049 937000 29 48,59

Physical Facility Fxpenses 2,051,28 18,01 Ly 48,28 22,46
Depreeiation 1,084.18 2,423.56
Insurance and Bonds 405,82 1,149.74
Taxes 561,28 910,98

Interest 25749.39 .13 2,781.54 13.93

Other Expenses 1,750.59 15.37 2,999.09 15,02
Utilities 400,95 516.05
Telephone and Telegraph 86.50 163.76
Repairs 277.84 654499
Supplies 257,30 373474
Advertising 111.67 102,96
Truck Expense 11,74 392.88
Administrative and 604459 75471

Selling Expense
TOTALS 11,391.83 100,00 19,965,20 100,00

Source: Annual Audits of the Associations, from 1946 through 1948.

ge
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four elevators because the handling of wheat was more mechanized and required
less laber than sidelines.

Comparison of Physical Facility Bxpenses, The physical facility expenses

were mors stable than the others, During periods of new construction the
expenses were higher due to increasing depreciation, taxes, and insurance,
Waukomis paid out 23.8 percent of its total expenses on physical facilities,
Imo 22.9 percent, Ames 22.5 percent, Drummond 18,0 percent, and Bison 17.4
percent (Table 9). Most of the cooperatives were planning or constructing
new buildings when this study was made.

Comparison of Cslculated Interest lxpense. This expense item was

calculated from the assets of the associations. The cooperative handling the
most sidelines usually has the lowest interest expense since more capital is
involved in handling wheat. Interest expense at Drummond was 24.1 percent of
the total expenses. Imo paid out 18,7 percent for interest expense, Bison
18,2 percent, Ames 13.9 percent, and Waukomis 10.6 percent (Table 9).

Comparison of Other Zxpenses. Other expenses, which are more affected

by administrative and selling coéts, varied about the same as salaries and
wages. Waukomis had a total of other expenses amounting to $5,286.45, Imo
$3,416.91, Bison $3,122.70, Ames $2,999.09, and Drummond $1,750.59 over the
three year average period studied (Table 9). The total of other expenses at
Waukomis tend to be high when comparing the other expenses of the four
cooperatives. Inadequate control of minor sideline costs was probably the
chief cause. The Drummond cooperative seemed to be more efficient in the
control of these minor costs. Imo, Bison, and Ames were in a comparatively

close range of normality when considering the total of other expenses.



AN ANALYSIS OF THE DEPARTMENTAL EXPENSES

An analysis of the departmental expenses includes two separate divisions
of each of the five associations studied. The two departments analyzed are
the wheat department and the sideline department. The five associations were
organized for the purpose of marketing wheat, but the farmers' demands for
services other than wheat have created extra business activities performed by
the associations,

Since none of the associations employed a cost acecounting system, the
sidelines of every cooperative were combined into one department., With the
combining of activities other than wheat, every cooperative operated a wheat
department and a sideline department. The allocation of expenses will be
made on the basis of the two departments, wheat and sidelines.

Some of the expenses that were incurred by the associations were easily
allocated., There were other expense items that were difficult to determine
whether they were spent for wheat or sidelines, All of the managers gave their
best estimates in the allocation of expenses, Other help came from personal
visits to the cooperatives, thereby gaining knowledge of their operations,
Another source for the basis of allocating expenses for the wheat and
sideline departments was the departmental gross earnings.

The expense items were carried over to the departmental section, Three
year calculations, 1946 through 1948, were tabulated. The percentages that
were allocated for wheat and sidelines for each expense item were totaled for

the wheat department and the sideline department.

Wheat Department

Expenses for Wheat. The total wheat expenses were the highest at
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Waukomis, being $15,759.05 (Table 10), They were the lowest at Drummond
with a total of $10,705.52. The wheat expenses at Bison were $11,261.76,
$13,798.90 at Imo, and $8,840.47 at Ames. The high wheat expenses at
Waukomis cannot entirely be justified, However, a $10,000.00 elevator
addition was made in 1948, and this helped to increase the wheat expenses,

The total wheat expenses at Bison and Imo were attributed to the two
organizations selling more wheat and having a higher investment in wheat
equipment. Drummond was fairly high in wheat sales, but its intensified
operations and its efficient management of minor costs helped to keep its
total wheat expenses lower. The rather low total wheat expenses at Ames
can be attributed to this elevator stressing sideline sales, and as a result
having less investment for wheat,

The salaries and wages accounted for 47.9 percent of the total wheat
expenses at Bison, 46.9 percent at Waukomis, 36.6 percent at Imo, 42.4
percent at Drummond, and 39.9 percent at Ames (Table 10). The salaries and
wages accounted for the largest amount being spent for any expense item at
the elevators, The reason for this expense item being higher was the extra
hired labor at harvest time. Also, additional labor was needed following
harvest to handle the wheat crop. The lowest percent for salaries and
wages at Imo was a result of efficiently handling larger volumes of wheat.
The small volume of wheat handled at Ames, in comparison to the other
elevators, accounted for less being spent for salaries and wages on wheat.
The greatest share of the salaries and wage expenses at Ames was expended for
sideline operations.

The physical facility expenses were lh.4 percent of the total wheat

expenses at Bison, 23.0 percent at Waukomis, 23.6 percent at Imo, 18.4 percent



TABLE 10

AVERAGE ANNUAL WHEAT AND SIDELINE EXPENSES
FOR THE FIVE ASSOCIATIONS,
FROM 1946 THROUGH 1948

(Continued)
@ BISON
Total = Wheat Sidelines
Expenses Dollars Fercent Dollars Percent
Salaries and Wages 8,095.96 55396.21 47.92 2,699.75 43491
Depreciation 1,416.15 75755 6.73 658,60 10.71
Insurance and Bonds 911.29 542449 Le82 368,80 6,00
Intex'aat 3.1&-31 2’329.76 20.69 830.55 13-51
Taxes 703.13 317.38 2.82 385475 6.27
Utilities 399.48 338.39 3.00 61,09 «99
Telephone and Telegraph 135.46 128,69 1.14 677 JA1
Repairs 535 . 99 &16- 79 3 o?o 1.19‘ 20 1 . 91&
Supplies 237.09 225,23 2.00 11.86 .19
Advertising 158,30 116,51 1.03 41,79 «69
Truck Expense 195.62 -0 (- 195,62 3.19
Administrative and 1,460.76 692,76 6415 768,00 12.49
Selling Expense
TOTALS 17409454 11,261.76 100,00 6,147.78 100.00
Percentage of 64469 35.31
Total Expenses

Source: Annual Audits of the Associations, from 1946 through 1948, and estimates of the managers,



TABLE 10

AVERAGE ANNUAL WHEAT AND SIDELINE EXPENSES
FOR THE FIVE ASSOCIATIONS,
FROM 1946 THROUGH 1948

(Continued)
o WAUKOMIS
Total & Wheat Sidelines
i ses Dollars Percent Dollars Percent
Salaries and Wages 8,053427 75398480 L6499k 65447 1434
Depreciation 2,519.78 1,797.78 11.41 722400 15.82
Insurance and Bonds 1,521.54 1,188,47 Te5h 333.07 7430
Interest 2,151.08 1,314.60 8434 836448 18,32
Taxes 791.78 633.12 4,02 158466 347
Utilitles 352.81 340487 2,16 17.94 «39
Telephone and Telegraph 158,31 150.39 «96 7492 o17
Bepail'ﬂ 1 ’769082 1 .096 .‘6‘& 6.96 673 .J.B 1}4.. 7
Advertising 31hebib 259.69 1.65 5keT7 1.20
Truck W@ﬂa 232.90 e 232.90 510
Administrative and 1,508.03 789.16 5.01 718,87 15.75
Selling Expense
TOTAIB 20'323.% 15.759-05 100.(13 hp56h.85 100.00
Percentage of 7754 22,

Total Expenses
Annual Audits of the Associations, from 1946 through 1948, and estimates of the managers.

Source:

0€



TABLE 10

AVERAGE ANNUAL WHEAT AND SIDELINE BEXPENSES
FOR THE FIVE ASSOCIATIONS,
FROM 1946 THROUGH 1948

(Continued)
L] )
Total heat Jidelines
Lunpenses Dollars - Percent PDollars Percent
Salaries and Wagas 5,751.16 5,050.11 36,60 701,05 36,87
Depreciation 1,953.57 1,857,159 13,46 96,38 5.07
Insurance and Bonds 1,198.49 1,018,.72 7438 179,77 Felid
Interest 2,932.00 24536.55 13.38 395.45 20,80
Taxes LhB.22 380.99 2,76 87.23 3e54
Utilities 453.83 385,63 279 63,20 3458
Telephone and Telegraph 1h6. 48 124451 W91 29T 1,16
Repairs 862.19 73745 5434 124,74 6.56
Supplies 661,25 557 .60 4a Ok 103.65 Geli5
Advertising 154,56 137.81 1,00 15,75 .38
Truck Expense (e (= (e (e L
Administrative and 1,138,680 1,012.34 a3k 126,26 5,64
Selling Expense
TOTALS 15,700,35 13,798.90 100,00 1,901.45 100,00
Percentage of 87,89 iz,11

Total lxpenses

Source: Annual Audits of the Associations, from 1946 through 1948, and estimates of the managers,



TABLE 10

AVERAGE ANNUAL WHEAT AND SIDELINE EXPENSES
FOR THE FIVE ABSOCIATIONS,
TROK 1946 THROUGH 1948

(Continued)
DRUGHOND ,
Total Wiheat Sidelines
Expenses Dollars ___Percent Dollars Percent
Salaries and lages Ly8L0.57 Ly 54040 bR L1 300.17 3.7k
Depreciation 1,084.18 1,064.20 9:95 15,38 2.82
Insurance and Bonds L05.82 386430 3.61 19.52 2.85
Interest 2,749.39 2,601,92 2L.30 14T 47 21.4%
Taxes 561,28 516.52 L.83 L6 6.52
Utilities 400,95 397.72 3,72 3,23 A7
Telephone and Telegraph 864,50 79.92 75 6.58 .96
Repairs 27784, 275,56 2.57 2,28 .33
Supplies 257430 252,99 2:36 Le31 63
Advertising 111.67 108.42 1.01 3425 47
Truck Expense™ 11.74 (e - 11.74 1.71
Administrative and 60459 480,97 LoL9 123,62 18,01
Selling Expense
TOTALS 11,391.83 1G6,705.52 1C0.00 686,31 100.00
Percentage of 93.96 6.02

Total Expenscs

Flpruck operated only in 1946

Sourcet Annual Audits of the Associations, from 1946 through 1948, and estimates of the managers.

W



TABLE 10

AVERACE ANNUAL WHEAT AND SIDELINE EYFENSES
FOR THE FIVE ASSOCIATIONS,
Fadl 1946 THROUGH 1948

AKES
Total _wheat Sidelines

fipenses __Dellars Fereent  Dollars . Percent
Saldriea‘ &1‘1(1 rwages 9,760. 29 3’523- 8[4- 2; . 86 6,17()0}&5 55-52
Depreciation 2,423.56 1,220.09 13.80 1,203.47 10.82
Insurance and Bonds 1414574 732777 £.29 4£16.97 3.75
Interest 2,75L.54 1,382.95 15,71 1:392,59 12,52
taxes 910,98 507.58 527k 103,40 3.62
Utilitics 516.05 310,31 2451 205.74 1.85
Telephore and Telegraph 163.776 102,39 1.16 61.37 W55
P&E‘p&lif‘ﬁ 65&- 99 3(}902§ La58 255070 2030
Sprlie S 373 . 74 15&-- 821"» 1. ?5 218. 90 1. 9?
Advertising 102,96 L9.47 56 5349 o4
Truck Lixpense 392,83 - i 392.88 3.53
Administrative and TGk 71 450.9% 5.10 343,777 309

Selling Expense

TOTALS 19,965.20 8,840 47 100,00 11,124.73 160,00
Fercentage of bl 28 55.72
Total Expenses

Source: Annual Audits of the dsseciations, from 1946 through 1944, and estinmates of the managers.
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at Drumiond, and 27.8 pércent at Ames (Table 10). The high physical facility
expenses ét Ames were thé results of an increase in insurance and bonds,
taxes, and depreciation. Ames had smaller storage space, but it was a
concrete structure. The fAmes association also purchased a gasoline station
in 1947 and 2ll the equipment necessary to operate the station. These
factors inarcased the physical faecility expenses. 7The rather high physical
facility expenses at Imo were the result of adding a grain cleaning building
in 1948, |

The iﬁterestvexpense for wheat was $2,329.76 at Bison, $1,314.60 at
Waukomis, $2,536.55 at Imo, $2,601.92 at Drummond, and #1,388.95 at imes
(Table 10). Since the wheat assets were smaller at Ames and Waukomis, the
two largest sideline selling cooperatives, the total interest expense for
wheat wasismaller than at the other three elevators. The larger interest
expense for wheat at Imo, Drummond, and Bison was due to the three associa-
tions having larger investments in wheat facilities.

The other expenses were 17.0 percent of the total wheat expenses at
Bison, 21.8 perceut at Waukomis, 21.4 percent at Inoy 14.9 percent at
Druzmond,, andv16.6 percent at Ames (Table 10). As has been pointed out
before, Waukomis was more inefficient on minor costs that were more varisble,
while Drumiond was more efficient om the same‘type of costs,3 The lower
percent of other expenses going to wheat at Ames was the resulli of the
organization having higher total sideline expenses. The other wheat expenses
were higher at Imo and Dison because of larger volumes of wheat being sold

by the two elevators.

3¢cr, ante., page 28,



Unit‘Costs for iheat. The unit costs for wheal were an indication
of the Opéraﬁing efficlency of the cooperatives, To derive the cost per
bushel handled and the cost per dollar of wheat sales, the wheat handled
and sold was divided into the awount of expenses allocated to wheat

(Tabl > u)-

@

Imo handled 407,126 bushels of wheat for $13,798.89. The cost per
bushel handled was 3.39 cents, and the cost per dollar of the waeat sold
was 1.8% cents (Table 11). The total sales at Imo aounted to $735,650.54,
The amount sold and handled at Imo was the largest of any of the other four
elesvators, Dison handled wheat for 3.05 cents per bushel, and its cost per
dollar of wheat sales was 1.63 cents, The amount ol wheat handled at Bison
was 369,485 bushels. The handling costs at Bison were the lowest of any of
the elevators. Hven though Imo handled the largest volume, its handling
costs were higher than Bison because the repairs and insurance expense
caused the total wheat exrenses at Imo to exceed Biscon's expenses by more
then $2,000.00.

Drummond handled 349,010 bushels of wheat for the three years studied
at a cost of 3.07 cents per bushel. The cost per dollar of wheal sales at
Drummond was 1.77 cents. This amount was slightly higher than the cost at
Bison and a little lower than the cost at Imo (Table 11).

The wheat department at Ames was operating on an efficient costs
hasis. This can be assumed since Ames handled 260,714 bushels for the lowest
volume of wheat handled by any of the five %levators,land its costs of
opsration were 3.39 cents per bushel with a cost of 1,90 cents per dollar of
wheat sold (Table 11). This was just'about the same handling costs as were

incurred by the Imo elevator.



TABLE 11

AVERAGE ANIUAL COJLQ ““Q BUSHEL OF wHEAT HGEULED
ABD COSTS PERL DOLLAR OF NHEAT SALES AT THE FIVE ASSOCIATIONS,
FOH 1°Lé THROUGH 1948

Total Total Cost gef' Cost_per
Lheat iheat Bushel heat Dollar
landled Sales Handled wheat Sales
{Bushels ) {Dollars) Centg) Cents)
Weukomis 343,014 501,943.49 L5 3.1k
Imo 13,798.89 LO'7,126 735,650.5k 2.39 1.88
Drusmond 10,717.27 349,010 605,005, 87 3.07 177
Anes 8,8L0.47 260,714 464,368.20 3.39 1.90

Source: Annual

Audits of the Associations, from 1946 through 1948,

2
N
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The ﬁnit costs for wheat indicated that Waukomis was the most ineffi-
clent in éontralliﬂg costse The cost per bushel of wheat handled at Wankomis
vias L.59 sents, and the cost per dollar of sales was 3.14 cents. This was
more significant when comparing the amount of wheat handled &t the four
other elevators because Waukomis handled 343,014 bushels. The tobal wheat

expenses ab ilaukomis were too high due to inefficient labor costs and a

failure to control other expenses.

Sideline Department

Lxpenses for Sidelines. The fAmes cooperative was the only associstion

of the five having 2 larger total expense for sidelines than for wheat., The
total wheat expense at Ames was $8,840.47, and its total sideline expense vas
§11,124.73 (Table 10). This was accounted for because Ames more than doubled
any of the five other orgenizations in total sideline salses, The total side-
line expenses at Bison were $6,147.7€; they were $4,564.85 at Waukomis,
$1,901.45 st Imo, end $686.31 at Drummond.

Salaries and wages accounted for 43.9 percent of the total sideline
expenses at Bison, 14.3 percent at Waukomis, 36.9 percent at Imo, 43.7
percent at Drummond, and 55.5 percent at Ames (Table 10). The low percentage
of salaries mmd wage expenses for sidelines at Waukomis was due to the manager
including most of the locker plant labor in the wheat department. Some of the
locker plant labor was used in the wheat departnment, but probsbly not as much
as indicated by the monager of Waukomis,

The physical facility expenses for sidelines were %1,413.15 at Bison,
$1,213.73 at Waukomis, 343.38 at Imo, $83.66 at Drummond, and $2,023.¢4 at
Ames (Table 10). The larger physical facility expenses at Bison and Ames

were the results of each of the cooperatives opersting service stations.



These stations increased the amounts of deprecistion, insurance and bords,
and tax eﬁpenaes for the two associations. Imo and Drwawond did not con-
centrete on sideline sales as much as the other coocperatives. Therefore,
their ohysical faeility exupenses were lower.

The calculated interest expense for sidelines at Bison was $830.55;
it was §836.48 at Waukomis, $395.45 at Imo, 3147.47 at Drummond, and

#1,392.59 at Ames (Table 10). The organization having more sideline
facilities and sales had higher calculated interest expense.

The tobal of other expenses for sidelines vas #1,204.33 at Bison,
$1,860,17 at Waukomis, $461;57 at Imo, #155,01 at Drummond, and $1,541,85
at Ames {Table 10). The higher totual of other expenses at Waukomis was the
result of repairs, and administrative and selling couts being too high.
Hore efficient control of administrative and selling costs shouid have been
made because this expense item contained more of the variable expenses
incurred by the association. The total of the other expenses at the four
cooperatives seemed to be in proportion to the volume of sideline business

done by each.

Unit Costs for Sidelines. The total sideline sales at Ames were

$108,382.48, and the total sideline expenses were $11,124.73 (Table 12).
The sideline sales at Ames more than doubled any of the other cooperatives,
and the same was true for the total sideline expenses. As a result of this
volume of business, Ames operated for 10.26 cents for every dollar of the
sidelines sold.

Yaukormis, the second largest from standpoint of sideline sales, sold
@52,3@0.58 in merchandise. The cost per dollar of sales at Waukomis was

8.73 cents. Bison's cost per dollar of sidelines sold, being 21.10 cents,
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was the highest cost of any of the associations (Table 12), This was possibly



TADLE 12

AVERACE ANNUAL COSTS PER DOLLAR OF SIDELING SALES
AT THE FIVE ASSOCIATIONS,
FROM 1946 THROUGH 1948

Total ' Total Cost per Dollar
Sideline _ §ide1ine v 5 of ‘
(Goiiaear (Gorigrs) O
Bison 6,147.78 29,133.09 21,10
Waukomis Ly564.85 52,300.58 8,73
Tno 1,901, 45 | 36,293.95 5,21,
Drummond ‘686,31 13,355,26 5e14
Anes | 11,124.73 108,382,48 10,26

Source: Annual &udits of the Assoclations, from 1946 through 1948,

e



due to the addition of a service station to its sideline facilities.

Drummond and Imo operated at a cost per dollar of sideline sales for
5.14 cents and 5.2/ cents, respectively (Table 12). This was exceptionally
low for Imo since the association excéeded the Bison cooperative approxi-
mately $7,000.00 in sideline sales. Drummond's small amount of sideline
sales was the reason for its costs of operation belng almost egual to
Imo's unit costs for sidelines.

Operating Statements for the Wheat
and Sideline Departments

The departumental operating statement gives the financial operating
efficiency of the wheat and sideline departments of the five organizations.
The sales, cost of sales, other operating income, gross earnings, expenses,
deductions, and additions were calculated to derive the departmental net
earnings of each cooperative, The calculations for the operating statenments
were based on the wheat and sideline alloecations of expenses, The operabing
statements were calculated on three year averages for the years 1946 through
1948.

Sales. The wheat sales were $690,088.98 at Bison, $501,943.49 at
Waukomis, $735,650.54 at Imo, $605,005.87 at Drummond, and $464,368.30 at
Ames (Table 13). The largest wheat crop was in 1948, but since the price
was higher in 1947, the dollar sales were higher for this year. There was
also a larger inventory of farmer owned wheat after the 1948 crop than after
the 1946 and 1947 crops.

The sideline sales were the highest at Ames with $108,382.48 in sales of
merchandise. Following Ames in order of sideline sales were Waukomis with
$52,300.54, Imo with $36,293.95, Bison with $29,133.09, and Drummond with

$13,355.26 in sales of merchandise (Table 13). The two largest sideline



TABLE 13

AVERAGE ANHUAL OPEA
AT AND SIDELINE DEPARTY
Pl 1946 THROUGH 1948

{(Continued)

TING BTATEMENTS OF TUE

WHTS FOR THE FIVE ASSOCIATIONS

3

BISON , | T AUKORLS
Total sheat, Jidelines Total wheat Fidelines
DOLLARS DOLIANS

ales 719,222,07  690,088.98  29,133,09  554,24h.07  501,943.49  52,300.58
Cost of Sales TO2,940423 675,992,69  26,947.54 536,767.30 AE8T7,647.85  L49,339.45
Other Operating Income 1,600.74 1,494.59 106.15 6,936.,01 3,92h41 3,011.60
Gross Barnings 17,882.58  15,590.88  2,291,70 24,352.78  18,420.05  5,972.73
Ixpenses 17,409.54 11,261.76 6,147.78 20,323.90 15,75%.05 L,564,.85
Other Deductions 753.60 577.12 176.48 79C .65 595.k1 195.24
Other Additions 14,981.36 13,095.24 1,886,12 7,663.89 6,290.53 1,373.26
Net Barnings 14,700.80 16,847.25 ~ 2,146.44 10,942,12 8,356,12 2,586.00

Sources

Annual Audits of the Associations,

from 1946 through 1948,



AVBRACE ANUAL O
WHEAT AND SIDELINE DEPARTH
FROM 19406 THROUGH 1948

TABLE 13

NyaTery 8
PisiA

k]

5 FOR THE

TING STATEMENTS OF THE
FIVE ASSOCIATIONS,

(Continued)
T v DRUFFOND
Total Wheat Sidelines Total wheal Sidelines
DOLLARS | _ DOLLARS

Sales 771;9&&;&9 735,650.54 35,293.95 618?361.03 €05,005.87 13;355.26
Cost of Sales 755,586.14  T21,135.54  34,A51.60  604,662.25  591,852.18  12,780,07
Other Operating Income 11;323,79 10,712;13 - 611.66 5,525.91 5,525.91 g
- Gross Harnings | 27,682,1) 25,228.13 2;&5&.01 19,224.69 18,649, 60 575.19
Expenses 15,700.35 13,798.90 1,901.45 11,391.83 10,705.52 686,31
Other Deductions 110,31 95.00 15.31 49.93 D= 49.93
Other Additions 15,308.61  14,652.45 656,16 12,004.,10  11,921.93 82,17
Net Zarnings 27,180,09  25,986.68  1,193.41  19,787.03  19,866,01 - 78.82

Source: Annual Audits of the Associations, from 1946 through 1948,



TARLE 13

AVERAGE AMIUAL OPERATING STATE

WHEAT ARD 8510 LLTT} D:" :

1 1948

ryﬂ 11"‘1 A 16
Lhia X '-'.:T,,L“,d .r:‘\: ;

RS

3

Total

“heat

DOLLARS

Sales

Cost of Sales

Other Opaerating Income
Gross PFarnings

u.u.pm’l =353

Other Deductions

Gther Additions

Het Barnings

572,750,783

552,20h.22

l&blt’sév L) 30

lh "—/l .alw,

14,402,553

8,840 47
o o

7,726.69
13,2947

11,206,1
11,124.73
52.91
2,928.73
3,557,219

Source: Annua

Audits of the Associations, from 1946 through 1948,

£y
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selling cooperatives, Ames and Weukomis, sold less wheat than the other
three associations. The sideline sales were larger at Bison than at

Drummond because of a service station operated at Bison. Imo sold more

sidelines than Bison and Drummond because it exceeded the two cooperatives
in feed sales

Cost of Sales. The cost of sales ineluded the purchases of the

comrodities. An inerease or decrease‘in the inventories of a coopsrative
have & direct effect on the value of the cost of sales. The cest of sales
for each of the five associations followed much the same pattern as did the
sales of the organizations (Table 13). Changes in the prices of commodities
were preflected by dollar value changes in the cost of sales and the total
sales made by the associations.

Other Operating Income. The other operating income for wheat was

$1,494.59 at Bison, $3,924.41 at Waukomis, $10,712.13 at Imo, $5,525.91 at
Drummond, and 34,881.32 at Ames. The sideline department had other operating
income amounting to #106.15 at Bison, #3,011,60 at Waukomis, $611.66 at Imo,
$#0.00 at Drummond, and $786,75 at Ames (Table 13). The cther operating income
was money received from wheat storage, cleaning and treating of grains, custom
grinding, and labor income.

Grogs Farnings. The total gross earnings included earnings on the sale

of commodities with the addition of the other operating income., They were
primarily composed of the difference in the sales and the cost of sales.
This was the morgin frowm which the operating expenses were paid. The gross
earnings were a measure of the ability for each association Lo meet the
operating expenses (Table 13).

The gross earnings for the wheat department were $15,590.88 at Bison,

$18,420.05 at Waukomis, $25,228.13 at Imo, $18,649.60 at Drummond, and



$14,408,53 at Ames. The sideline department accounted for §2,291.7C at
Bison, $5,972.73 at Waukomis, $2,454.01 at Imo, $575.19 at Drammond, and
$11,806.10 at Ames (Table 13).

Uther Additions. The major sources of income coming from other addi-

tions were investments and financisl income, The major items that werc
included in other additions were dividends received on wheat from the Union
Equity of knid and dividends on sidelines from the Consumers Coeperative of
Kansas City. Other additions recsived were interest, c¢ash long, and woney

received from the sale of equipment. These additions were sonetimes

w

ufficient Lo compensate for operating losses made by the associations
(Table 13).

Other Deductions. Other deductions included cash short, loss on sale

of capital assets, cash unaccounted Jor, and other miscellaneous losses that
were not actually operating expenses. These deductions were unimportant
except at Bison and Waukomis where they were particularly high. They were
high at Bison because of an adjustment in the cash account in 1947. They
were high at Waukomis because of notes and checks that were cleared in_l?&?
(Table 13).

et Barnings, The success of the business operations of the five

cooperatives was measured by the amount of the nelt earnings incurred at the
end of each f{iscal period. BIach of the five associations realized a profit
in the wheat department for the three years studied, 1946-1948. The wheat
department ﬁad average net earnings of $16,847.24 at Bison, $8,356.12 at
Waukomis, $25,986.68 at Imo, $19,866.01 at Drummond, and $13,294.75 at
imes (Table 13).

Bison lost $2,146.44 in the sideline depariment. This was the result

of not controlling the munagement of the service sbation costs. Drummond



lost $78.88 in the sideline department. This loss resulted from sidelines
being operated on such s small volume basis. Uven though a loss was incurred
in this department, it might be profitable to maintain the department., If
the loss were suffielently large to impair cost efficiency, the department
should be discontinued., However, if the discontinuance of one department
would cause a decrease in volume in another department? it would be well

to keep the one where Lhe loss wag incurred: This is true especially if the
gain in the profitable department would wore than offset the loss in the
unprofitable departﬁent. Waukomis had $2,586.,00 earned in the sideline
department, Imo had $1,193.4), and Ames had $3,557.19 (Table 13).

The total net earnings resuliing from the wheat and sideline depertments
were $14,700.80 at Bison, $10,942.12 at Waukomis, $27,180.09 at Imo, $19,787.03
at Drummond, and $16,851,94 at Ames (Table 13). Usually the cooperatives
selling the most whealt have the highest net returns. This situation was
only partially true in this study. Imo sold more wheat and had the highest
net return. Drumond and Ames sold less wheal than Bison, but they had larger
net returns. Waukomls sold more wheat than Ames, but its net returns were
smaller, This was partly accounted for by the faet that Ames more than
doubled any of the other associations in sideline sales. The failure to
control service station labor at Bison caused a lower total net return to the
cooperative, The lower total net returns st VWaulomis were caused by ineffi-

cient control of expenses in both the wheat and sideline departments.
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AN ANALYSIS OF THE SEASONAL EXPENSES

The expenses of a wheat cooperative fluctuate during the year as they
do in any business concern. The expenses of an elevator reach their peak
during the month of June, This is to be expected since in this area
harvesting of wheat occurs in June, The sideline business of the wheat
cooperative tends to cause more fluctuation in expenses for each month,
The more sideline business handled by an elevator the greater will be the
expenses; therefore, the expenses will vary more from month to month,

The expense ledgers were used to obtain the monthly expense totals
for each crop year studied. The accumulative expenses which were paid
once a year were divided equally among the twelve months. The accumulative
expenses were taxes, insurance and bonds, and calculated interest expense.
The payroll taxes were omitted from this group since they were paid each

month according to the labor used for the month,

Seasonal Fluctuations of the Associations

Bison. The seasonal expenses at Bison fluctuated considerably before
harvest time (Figure 2). They varied slightly in February and March. The
expenses of the association dropped about $200,00 in April and gained this
amount in May. Most all of the expense items decreased for April, The
largest decrease was in the salaries and wages. It is significant to note
that Bison and Ames were the only cooperatives showing a decrease in
expenses for April, and these two associations were the only ones that
operated service stations.

Ixpenses increased during the harvest month to about $1,900.00. The
expenses were a little over $1,300.00 for May. During the post—harvest
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‘Figure 2. Average Seasonal Variation of the Operating Expenses

for Three Associations, From 1946 Through 1948
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period the expenses had one slight increase, and this was about @20{00 in
August. The remaining months leveled off in a gradual decline to %1,365.54
for December (Figure 2).

Haukomis. The Waukomis cooperative is a large sideline organization
when comparing its operations with Bison, Imo, and Drummond. The expenses
varied a little more from month to month at Waukoris than at any other of
the four elevators (Figure 2).

The pre-harvest months of February and March at Waukomis varied only
slightly. The expenses steadily increased from about $1,400,C0 in March
to over %2,700.00 for the harvest month of June. The post-harvest months
decreased from $1,900.00 in July to about $1,600.00 in September. They
increased about $100,00 in October, and the expenses decreased about the
same amount in November. They increased again in Decenber about $30.00.
The salaries and wages and the administrative and selling expenses were
the main causes for the seasonal fluctuation at Waukomis.

Drummond. The Drummond association had two noticeable peaks in its
seasonal variation of operating expenses (Figure 2). Besides the usual
harvest peak in June, the expenses for October were more accentuated than
at the other asseciations. The pre-harvest months were almost stable from
January to Harch. The expenses increased about $40.00 from March to April,
and about $125.00 from.April to Hay,.

The expenses during harvest were almost $1,500.00. After harvest the
expenses decreased to $800.00 in August. From August to October the
expenses increased to about $1,100.00, and they decreased to approximately
$800.00 in December. The rather high peak in October occurred as a result

of fall planting and the treating of seed wheat.



The t&tal‘uﬁérating expenses abt Drummond were smaller than at any‘of
the other cooperatives., Generally, the seasonal pattern at Drummond did not
fluctuate guite as much as the seésonal patterns at the other associations
(Fimure 2), This can partly be attributed to the small amount of sideline
sales made by the cooperztive.

Imo. The seasonal expenses ab Imo decreased from about $1,180.00 in
January to\$1,140i06 in February (Figure 3). During the pre-harvest season
the expenses steadily inereased except for the month of May. The expenses
decressed about $200,00 in ¥ay. Ime was the only cooperative of the five
showing a decrease for May. OSome expenses were not paid in the month the
expenses were incurred, This possibly'couldvhavevhappened in ¥ay; however,
there was a very large repair cxpense for April. Also, the repeire
decreased more than $200.00 in Hay.

The expenses for June were about $2,100.00, and they decreased to
about $1,100.00 in August. The expenses for the post~harvest months
steadily increased from $1,100.00 in August teo almost $1,300.00 in December
(Figure 3). The seasonal pattern of expenses for the post-harvest months
did not fluctuate as much as the pre-harvest months. There could have been
more pre-harvest work to be done abt Imo since the organization handled nore
wheat. At least this assumption could be true for selected ¥years.

Ames. The total operating expenses at Ames and the seasonal peak of
expenses in June were higher than any of the other four associations
{(Figure 3). The expenses decreased from over $1,700.00 in Jamuary to aboub
$1,400.00 in April. The most noticeable drop in expenses was the salaries
and wages. Posgibly this decrease occuried in the sideline department.

This can be agsured because Ames handled less wheat and sold wore sidelines



Figure 3.
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than any‘df the other organizations. There would be less preparation made
during thé pre-harvest months to handle the wheat crop.

The expenses increased from %1,&00,00 in April to over %2,900?00 in
June, The high total expenses in June were caused by an inerease in labor.
The salaries and wages increased approximately $1,200.0C from May to June.
It is assumed that there was an extra large amount of sideline business
carried on during the heavy nmonth of wheat marketing,

The post-harvest months increased from about $1,500.00 in August to
$1,600.00 in November, The expenses decreased about $159,00 in December
(Figure 3). It would seem that the expenses for the months preceding

harvest were more affected by sideline sales than the post-harvest months,
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AN ARALYSIS OF THE FIXED AND VARIABLE EXPENSES

Fixed cogbs are those costs which remain relatively fixed for a
production period. Varisble costs are directly related to the volume
output of a business. This definitlon is not entirely valid unless it
is used in relation to a specified length of time. ¥Tor the analysis of
this section, it would be well Lo examine a definition of fixed costs.

"fixed costs are those which are stationary for a particular
production period of time, while variable costs are not for the

sume period. Flxed costs cannot be considered as being !just

flxed! without reference to some particular standard or bench

marik. They do vary with produetion.!®

Since a period of time must be used, the practical length of time
for use in this study would be one year. The fixed costs are those which
extend beyond one year. Any particular cost would not necessarily be 100
percent fixed or 100 percent variable for this period.

The manager's salary was considered as‘lOG percent fixed, while other
salaries and wages were considered as being 50 percent fixed and 50 percent
variable, This wos assumed because the ranager would always be employed.
The number of other employees of a cooperative depend upon the season of
the year and the volume and type of business done by the association.

The depreciation was 100 percent fixed. Insurance and bonds was
75 percent fixed, and the degree of fixity of the taxes depended on the
type of tax. Facility interest was 100 percent fixed. Operating interest
was 50 percent fixed, and commodity interest expense was 100 percent

variable. The other expenses were the most. variable of the expense ibems

Aﬁdlowe L. Largon, "fhe Fixity Gradient: A Tool for Fixed and
Variable Cost Analysis," Journal of Farn Lconomics, Vol. XXVIIT (August
1946}, pp. 826~827.




because their total amounts depended more than 50 percent upon the volume
of buginecss.
Yearly Variations in Fixed and Variable Bxpenses
for the Associations

The variations in expenses from year to year caused variations in the
amount of fixed costs between years. Some expenses increased more than
others causing the ampunt of fixed costs to fluctuate. These variations
were limited since there was a constant increase between the expénses
over the three years‘mf this study. The changes that did occur over the
three years»will.be discussed by associations.

Bison. The fixed costs increased each year at Bison totaling
§7,866.03 in 1946, $10,733.74 in 1947, and $16,207.70 in 1948 (Table 14).
The increase was largely due to increazsed salaries and wage expenses, and
an increase in the depreciation and insurance and bond expenses, Bison
started construction on additional storage space whicﬁ accounted for larger
physical facility expenses.

The variable costs at Bison increased from $3,460.04 in 1946 to
35,639.&7 in 1947, and further increased to $8,330.63 in 1948. The increase
in variable costs was due to a large increase in labor expenses. The handling
of more wheat and sidelines necessiated theihiring of extra seasonal labor.

iaukomis, <Lhe fixed costs abt Waukomls increased more from 1946 to 1947
than from 1947 to 1948. The increase in 1947 was about $2,000.00 while the
increase in 1948 was only $1,400.00 (Table 15). The increase in the fixed
costs was more in{luenced by the other expenses. The other expenses were
more vardable, but thelr degree of fixity affected the total costs.

The variable costs at Waukomis followsd the general patternm of the fixed

costs except for 1948, The variable costs in 1948 increased $205.70 over the
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TABLE 14

e i 3 A N Ay AL SV DB ST e TS, e SR AR R 5 e S P e

Vapri- . 1940
Fized able Totul Fixed Varicble Total Veriable
PIRCENT DOLLARS ,

L, 875,00 3,637.50  1,737.50 B,106.22  E£,5068.11  2,563.1%

Tt ; 100 0 2,400,000 2,400.00 ~O 3,000,00  3,000.00 O
Othcr Salaries and Vages 50 L0 2,475.00 1,237.50 1,237.50 ,,l 22 2,563.11 ‘,)63 11

Depreciation 100 o 847,63 817,63 (e l,glL Oh 1,214.04 (e
Ingh ~ance and Bonds 7525 162,52 346,89 115,63 693,68 520,26 173.42
Interast 2,6066,03  1,647.12  1,018.91  3,153.17  1,972.88  1,15L.29

Facllity 100 o 795,61 T93.61 0= 1,116.05 1,116,056 (i
Operating 50 50 1,707.03 853,51 853,52 l,{2>.é E62.62 862,83
Corrodity 0 100 165.39 ) 165,39 29Leh6 - 29146
Texes 650,777 298,36 342,59 T2k 76 ELE.E65 178.91
Fay Roll 60 L0 LG, 67 28.00 18,67 156.47 93,88 62.59

Advalorem 100 ¢ 187.68 147,68 (e 242,72 242,72 (o

Corporation License 100 o 82,50 82,50 (e 88,75 88.75 (-
Sales Tax O 1006 323,92 o 323,92 113.32 o 113,52

Truck License 100 G (= < =0 120,50 120.20 ~(
Other Taxes ¢ 100 e O~ (e 3.G0 e 3.00
Utilities 20 80 297.29 5C. 46 237,83 L8, 20 89,64 154,56
Telephone and Telegraph 25 75 82,05 20.51 6154 14G.91 35623 lO;.bu
Repairs 30 70 177.54 53.26 124,28 651..09 195.33 455,76
Supplies 25 75 118.44 29.61 88.83 152,52 38.13 114.39
Advertising 50 50 130.23 65,12 65.11 144,73 72,36 72.37

Truck Gxpense 25 175 ~{= -0 (e e wo{Je ~(=
Administrative and 1,028.57 860.75 167.82 934,89 480,91 453,98

Selling fxpense

TOTALS 11,326,07 7,866,033  3,460.04 16,364.21 10,733.74  5,630.47

Source: Anmual Audits of the Assoclation, from 1946 through 1948,

Wy
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Vord e _do48 _ ‘thrao Year Averase
Fized able Total Pixed Verdable Tetal FPixed Varinble
CTVRGENT ) DOTLARS
SGelaries acd dares 3_,kbo.ah 7,356.32 2,930,232 8,095.96 2,576,958
f-lﬂ&n&f"b)" Y5 Jolov 160 O 3,1-&1..60 40 3 Iy !{-26000 G fg 7'!%2 3G Loy T lpe gl ~{jo
Uther Selaries and ages 50 50 7,860.64  3,930.32  3,%730.32  5,152.,96 2,576,98 2,576,498
Deprecintion 260 0 2,186,778  2,1£6.78 L 1,416.15 1,416.15 =
Insurance and Bonds 75 25 1,577.67  1,183.25 39442 $11.29 5f33 i 227.82
Intercct 3,681.72 2,300,52  1,381.20  3,3680.31  1,975.51 1,184.80
Facility 100 0 1,196,536  1,196.56 sl 1,035, 61 1,0350.4 wwom
Operating 500 50 2,207,93 1,103,906  1,103.57 1,880.20 G450.,10 940410
Commodity 0 100 277.23 e L7743 244,770 e 25870
Taxes Th3.87 LE5,59 257.88 70313 L3433 259.80
Pay Holl 60 40 112.96 &7.78 55,13 10537 63422 L2.15
Advalorem 100 0 321.96 321,56 -l 250,79 250,79 Qe
Lorporatlan Iicense 100 0 36,25 %6,25 o 59.16 §%2.16 ~(3=
Sales Tax : 0 10 21270 o 212,70 216,65 = {we 216,65
Truck License W O {3 ) e 1016 40,16 g
Other Tsxes 0 LW (e G o 1,00 i 1,00
Utilities 20 80 k52,95 90459 362,36 399.48 7990 319.58
Telephone and Telegrarh 25 75 183.43 45,86 137.57 13546 33.87 101.59
kepairs 36 70 779435 233.81 58554 535499 186G, 80 375.19
Supplies 25 75 440,30 110,08 330,22 237.09 59427 177.82
Advertising 50 50 199.95 99,97 59,98 158.30 79.15 79415
Truck Sxpense 25 75 586,84 146.71 440,13 195.61 42,90 146,71
Administrative and 2,418,83 1,967.82 451.01  1,460.76 1,103,164 357460
Selling lixpense
TOTALS , . 244538,33 16,207.70  8,330.63 17,4k09.54 11,602.50 5,807.04
Source: Anmaal Audits of the Assoclation, from 1946 through 1948,

L%
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AIMUAL AND AVERAGE ANAUAL PINED AND VARIABLE EXPE]

FOR THD WAUKOMIS CO-OFERATIVE SUPFLY COMPANY OF Wi

TABLE 15

FROM 1946 THROUGH 1948 (Contipved)

Vari- 1946 . , 1947
Fixed able Total Fixed Varisble  Total Fixed Variable
PERCEET DOILARS
Salaries and | Wages 7;1?7636 l{g?’o?’-ég 2,[},23.{)8 (,l;.)l 03 L 8’) 51 2;5 5052 ‘
uanager'? Salary 100 ¢ 2,280.00 2,280.00 B S 2,360,00 £ 350,00 ~0=
Cther Salaries and Wages 50 50 L8736 2,423.68  2,123.68 530?1;03 2,535,581 2,535,52
Depreciation 100 0 25 475.81  2,475.81 = 2,510.98 2,510.98 e
Insurance and Bonds w5 25 1,167.68 875,76 291,92  1,555.75 1,166.81 388,94
Interest 1,825,15  1,309.73 515,42 2,1228.45  1,424.16 70L,29
Facility 100 0 992.17 992,17 (e 922,83 922.83 (=
Operating 50 50 35.12 317.56 317.56  1,002.67 501.33 50134
Taxes 555,45 517.88 137.57 802,71 690.23 112,48
Pay Roll 60 40 135.47 81.28 54419 L4274 85,64 57.10
Advalorem 100 0 280.35 280.35 (e 549,09 549.09 L
Corporation License 100 0 36425 36,25 0= 45,00 L5.00 Q-
Sales Tax 0 100 72.38 (o 72438 10.06 e 10.06
Truck License 100 4] 20,00 20,00 (= 10.50 10,50 -0~
Other Taxes ¢ 1C0 11.00 -0~ 11.00 55.32 ~0= 45432
Utilities 20 80 378.76 7575 303.01 328,45 65.69 262,76
Telephone and Telesraph 25 75 152,70 38,18 114.52 172,02 43.01 129,01
Repairs 30 70 501,65 150,50 351.15 2,860.23 858.07 2,002,156
Supplies 25 75 1,009.63 25241 757,22 863,63 215,91 647,72
Advertising 50 50 348,75 174437 174.38 332.1% 166.07 166,07
Truck Expense 25 75 183.77 45.94 137.83 187.98 47.00 140.98
Administrative and 1,428,L4 287.65 h0.79 1,916,381, 34&.@2 572,36
Selling Hxpense :
TOTALS 17,155,315 11,507, 66___5,6h7.49 21,089.75 139457.46 7,662,29
Source: Annual Audits of the Association, from 1946 through 1948,

5



ARNUAL AND AVERAGE

FOn THE

TABLE 15

.:y,‘lULi.J: LIL—) CQ“ PE:L\ le]w
FROE 194 é

%I’I“UAL FIEED AND

VARIARBLE HEX
’TI LY COXPANT OF WAURY

ROU Gl—z 1948

PRECES

IS, OWLAFGMA,

Vard~ 1948 o ihree Year average
Fixed able Total Fixed Variable Total Fized Variable
, PERCERT , DOLLARS
Salaries and iazes 92,601.41 5,090.20 3,510,210  B,053.27  5,229.97 2,823.30
Hansger's Salury 100 0 2,580,00 2,580.00 =0 2,406-67 2,406,87 o
Other Salaries and ages 50 50 7,021.41 3,510.70 3,510,7L 5,646,450 2 @73 30 2,823.30
Depreciation 100 0 2,572.55  2,572.55 ()= 2,519,78 2 +515.78 Qe
Insurance and Bonds 75 25 1,81.22 1,320.92 460,30 1,521.54 1 th 16 380.38
Interest 2,499.6L  1,828,47 671,17 2,151.08  1,520.79 63G.29
Facility 100 0 1,323.37 ,3?3 37 Qe i, O??.éé 1,079.46 (=
Operating 50 50 1,010.2%0 £05.10 505,10 832,66 ih1.33 L4133
Commnadity 0 100 166,07 Qe 166,07 188,96 Sy 188,96
Taxes 1,017.19 942,76 Thef3 791,78 683.63 108,16
Pay Roll 60 LO 136.08 81,65 Sha k3 138.10 82,85 55,2,
Advalorem 100 0 790. 61 790, 61 (= 540,02 54.02 e
Corporation License 100 0 60.00 60,00 en 47.08 47,03 Qe
Sales Tax g 100 (3~ (e O 27.48 ~lJos 2748
Truck License 160 0 10.50 10,50 (= 13.67 13.67 ()=
Other Taxes 0 100 20,00 w0 20,00 254k (= 25 ¢ hly
Utilities 20 &0 369.21 73.8L 295.37 358,81 71.76 287.05
Telephone and Telegraph 25 75 150,21 37.55 112.66 158,31 39.58 118,73
Repairs 30 7 1,947.59 584,28  1,363.31 1,769.82 530.95 1,238.87
Supplies 25 75 95711 239,78 719.33 944412 236.03 708,09
Advertising 50 50 262,48 131.24 131.24 31446 157.23 157.2
Truck Expense 25 75 326,95 B8l.74 245.21 232,90 58422 174,68
Administrative and 1,179.24 854,98 284L.26  1,508,03  1,075.55 L32,47
Selling Expense
TOTALS 22,726.80 14,858,81 7,867.99 20,323,90 13,264.65 7,059.25
Jource: Annual Audits of the Association, from 1946 through 1948,

\i
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1947 crop season. The large increase in variable costs was in 1947. This
amount was $1,014.80 larger than in 1946. The reason for this increase
was an increase of $1,651.01 in.repairs in 1947. Repairs were approximately
T7C percent variable,

Imo. The fixed costs inereased each yoar at Imo totaling $9,567.40
in 1946, $11,316.09 in 1947, and $12,814.21 in 1948 (Table 16). A number
of factors were responsible for this increase., The manager's salary, which
was 100 percent fixed, was increased each year. The physical facility
expenses increased, especially insurence and bonds, ard interest; Some of
the other expenses also increased, and although most of them were highly
variable, their small portion of fixity had an effect on the total fixed
costs. The increase of about %300.00 in administration and selling
expenses in 1947 had an effect on the fixed costs.

The variable costs at Imo increased from $3,916.71 in 1946 to
$4y275462 in 1947, and to $5,211.02 in 1948. The increase in variable
expenses was the result of an increase in volume of business in 1947. The
1947 crop was larger than the 1948 crop. As a result such expense items
&3 repairsy; administrative and selling expense, and the lesser expense
items increased to take care of the larger imventory of wheat at the end
of the 1947 crop season. The amount stored in 1948 was larger by aboubt
40,000 bushels than in 1947.

Drummond. The tetal fixed costs at Drwmond increased from $7,191,06
in 1946 to 7,725.36 in 1947, and to $9,636.47 in 1948 (Table 17), There
were two reasons that accounted for most of the increasse at Drummond. The
first reason was the increase in manager's salary and other salaries and

wages. The other reason for the increase in 1948 was the increase in



TABLE 16

ANNUAL AND AVERAGE ANNUAL FIXED AND VARIABLE EXPENSES
FOR THE FARMERS COOPERATIVE ELEVATOR COMPANY OF IMO, OKLAHOMA,
FROM 1946 THROUGH 1948 (Continued)

Varie 1946 1947
Fixed able Total Fixed Variasble Total Fixed Variable
PLRCENT DO,

Salaries and Wages 55057.97 3,803.98 1,253.99 5,869.00 4,502,00 1,367.00
Manager's Salary 100 0 2,550,00 2,550.,00 Q= 3,135.00 3,135.00 =0
Other Salaries and wages 50 50 2,507.97 1,253.98 1,253.99 2,734L.00 1,367.00 1,367.00

Depreciation 100 0 1,764.,00 1,764,00 U= 1,973.48 1,973.48 U=

Insurance and Bonds 75 25 81&5072 63‘0029 2110‘!3 965.27 723.95 2101032

Interest 2,543.,88 1,621,92 921,96 2,779.28 1,859,03 920,25
Operating 50 50 1,594452 797.26 797.26 1,750.19 875.09 875.10
Commodity 0 100 124,70 = 124,70 45415 o 45415

Taxes 336,07 31i.64 21.43 514461 488,87 25.7h
Advalorem 100 0 208,74 218,74 ~(= 386,02 386.02 ~O=
Corporation License 100 © 63.75 63.75 0= 68.75 68.75 0=
Sales Tax 0 100 0= = - —- e ~(=
Truck License 100 0 -0 -0~ -0 o ~(=- -
Other Taxes 0 100 -U=- 0= ~0= 3.00 wJn 3.00

Utilities 2 80 450,80 90,16 360.64 427.72 85454 342,18

Telephone and Telegraph 25 75 128,30 32,08 96,22 128,42 32,11 96,31

Supplies 25 5 663,65 165,91 L97Th 707.69 176492 530.77

Truck Expense T ~0=- ~0- ~Q -0~ ~0- =G~

Admini strative and 952,86 875.05 77.81 1,186.78 1,133.55 53423
Selling Expense

TOTALS _ 13,48L4.11  9,567.40 3,916,71 15,591,771 11,316,09  4,275.62

Source: Annual Audits of the Association, from 1946 through 1948,
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TABLE 16

UMD AVERAGL AINUAL PIIED ARD VARIABLE ¥XPENSES
ATIVE ELEVATOR COMPANY OF IMO, OKLAHOMA,

FROM 1946 THROUGH 1948

Varie 7 1948  Three Year Average
Fixed able Total Fixzed Variable Total Pixed Variable
PERCENT DOLLARS ,

Salaries and Wages 6,326,50  4,798,25 1,528,225  5,751.16  4,368.08  1,383.08
Honager's Salary 100 ] 3,270,060  3,270.00 e 2,985.,00 2,985,060 "y
Other Salaries and Vapes 50 50 3,056.50 1,528.25  1,528,25 2,766,16 1,383.08 1,383.08

Depreciation 100 0 2,123.23 2,123.23 ) 1,953.57  1,953.57 ()

Insurance and Bonds 95 25 1,784.L7  1,338.35 546.12 1,198.49 898,47 299.62

Interest 3,472.8L  2,268.82  1,204.02  2,932.00  1,916.59 1,015.41
Facility 100 0 1,096.34 1,096.34 (e 963.31 965,31 O
Operating 50 50 2,3L5L.97  1,172.48  1,172.49  1,896,56 948,28 948,28
Cormodity ¢ 100 31.53 = 31.53 67.13 e 67.13

Taxes 493,97 Gl KO 49.57 Lig.22 15,97 3R.25
Fay Roll 60 40 6149 36,89 24,60 57.30 34433 22.92
Advaloren 0 0 328,76 328,76 (o 311,17 311,17 ~0-
Corporation License 100 0 78.75 78475 ol 7042 70.42 (=
3ales Tax 0 100 «(= (i (o =0 (= ~(-
Truek License 100 Q «0= [ (= (- e o
Other Taxes ¢ 100 2497 ~0 2L.97 0 9.33 L 9433

Utilities 20 80 482,96 56459 386,37 L53.83 90,77 363.06

Telephone and Telegraph 25 75 182,73 45,68 137.05 14648 36462 106.86

Repairs 30 70 1,165.82 349.75 816,07 862,19 258,66 693,53

Supplies B 75 612.41 153,10 459.31 661,25 165,31 495,94

Advertising 50 50 104.09 52404 52405 154456 7728 T7.28

Truck Expense 25 75 Qo= e w(em e {jem =

Adiministrative and 1,276.21 1,144.00 132,21 1,138.60  1,050.85 8775
Selling Bxpense _

TOTALS 16,025,23 12,81h,21  5,211.02 15,700.35 13,232,57 4,467,728

Source: Annual Audits of the Association,; from 1946 through 1948,

TG
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FOR THE DRUMROHD COOK
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TABLE 1%

RAGT ARDIUAL FIUED AND VARIABRLY
TYATOR COMPANY OF DRULG

FROM 1946 THROUGH 1948 (Continued)

Ol OKLAHOMA,

Varie- 1946 - 1947
Fixed able Total Fixed Varisble Total Fixed Variable
PlupCaiT COBOLLARS _

Salaries end lages 3,936,117 3,055.58 530,59 4,812.26 3,531.13  1,201.13
Hanagerts Salary 100 0 2,175.00 2,175.00 “{= 2,250,080  2,250.00 e
QOther Salaries and Wages 5¢ 50 1,761.17 880458 880,59  2,562,26 1,281.13 1,2%1.13

Depreciation 100 o 1,128,37 1,128,37 e 819.46 £19.46 (e

Insurance and Bonds 75 25 380.59 205 k4 95,15 299,83 225487 74,96

Interest 2,422.90  1,719.42 703,48 2,596,867  1,695.75 900,91
Facility w0 o 1,098.37  1,098.37 -} 596,22 996,22 o
Operating 500 50 1,242.11 621,05 621,06 1,399.08  699.5h  699.54
Commodity G 100 22042 w(em 32,042 201.37 ~(e 201,37

Taxes ' 469,59 h27 42,19 E7he 22 546452 27,70
Pay Holl 60 KO 37.69 22,61 15,08 I 25 26455 17.7G
Advaloren 00 © A38.540 333,54 “0- L0, 72 LiG.72 o
Corporation License 60 0 66425 66425 Ry 79.25 79.25 Qo
Sales Tax 6 100 8451 wJen .51 (= - (G
Truck License 100 0 e ) =0~ - 0~ =0
Other Taxes 0100 18,60 o 18,60 1G,00 e 10,00

Utilities 20 80 351,82 70,36 281 b6 366,60 73.32 293,28

Telephone and Telegrath 25 75 50,31 12.58 37,73 84,97 1. 24 63.73

Repairs 30 70 185,65 55.70 129,95 305.75 91.73 214,02

Supplies 25 75 125,43 31.36 34.07 368,16 97.04 291.12

Advertising 50 5 53,08 29.04 29.0k 154425 77.12 7713

Truck Bxpense 25 75 35.22 8.81 26,41 () 0= (e

Administrative and L2T bk 367.00 60,04 843.09 547.17 295,92
Selling Yxpense _ , , .

TOTALS 3,57L.57  7,191.06 2,380,581 11,2&5.26 7,725.36 3,519,90

Source: Annusl Adudits of the Association, from 1946 through 1948,
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TADLE 17

FISEE

WPER, BYATOR €;~ﬂﬂ£“éiif f
Ffz s 1*?&,&: TH;:}UL:P 1948

Vapri- 1948 o Throe Year Averane
Fized able Total Fixed Veriable  iobal Fixed Variable
o s , | __DOLLARS | e
Zalardes and Wages 5aT73e27 42236403 135364 A T hsBL0J5T | 3,007478 14232.79
Hanager's Salary 100 0 25700.00  2,700,00 Iy 2,375.00  2,375.00 oo
Other Salaries and wages 5C 50 3,073,27 1,536.63  1,536.64 2,485,587 1,232,778  1,232,79
Depreciation 00 0 1,30h.70 1,304,770 =0~ 1,084,128 1,084.18 (e
Insurance and Bonds 75 25 53704 402,78 134,26 105,82 304. 36 101,46
mtﬁr&s’t 3,;22& .O@ 2,3&9; 21 ?19039 2,7:&9.39 l,‘?{;ﬁalB 8&1;26
Facility 100 - © 1,533, 36 1,533.36 llom 1,209,332 1420932 e
Operating 50 .50 1,:51.‘?!1) 7585 T75.85  14397.63 695, 81 698,£2
Commodity 0 :m@ 153454 e 143,54 1244 (e Li2.bd
Taxes - 6L0.02 606,99 33.03 561,28 526,97 34431
Fay Holl 60 fh@ : T5L08 05205 39.03 52e34 3L.46 20,94
Advalorem. oe O L76,908 K16494 O 118473 418,73 L
Corporation License W 6 85400 85.00 i TG, 85 084 L=
Sales Tax ¢ 100 el Jou ool e il 28l ol o 2,84
Truck License e 0 i e e wjom e o
Other Taxss 0 300 300 = 300 10,53 -l 16,53
Utilities. 20 80 Lk i 96,88 38754 400,95 80,19 320,76
Telephone and Talegraph 25 75 124023 31,706 93,17 36, 50 21,62 64, 82
Repairs 36 7 342,35 102,64 239451 27T 8h 83,35 194,49
Supplies 2 15 255430 &l 57 193.73 257,30 64432 192,98
Advertising 50 58 122,68 6134 61k lll.é’? 55483 5584
Truck Zipense 2575 (e o e LLa 7 2+93 Ba81
Administrative and Bl 2y 419.67 123,57 60459 Lk 61 159,98
Selling hxpense
TOTALS - . 33,358,65 G036, 07 3,722,18 11,391,83 2,184,27  3,207.56
Source! Amnual Audits of the Aascclation, from 1946 through 1948,



physical facilitles which was due to the construction of a cleaner bullding
amounting to more than $8,000.00.

The varisble costs increased more in 1947 than in 1948. The total
amounts of variable costs were 92,380.51 in 1946, $3,519.90 in 1947, and
$3,722,18 in 1948, The reason for the larger increase in 1947 was due to a
larger wheat crop, and the variable costs fluctuated more with the volume of
business than did the fixed costs.

Ames. The fixed costs increased at Ames more than at any of the four
other associations. They were $8,250.05 in 1946, $14,912.90 in 1947, and
#165699.00 in 1948 (Table 18). The increase resulted in the acquisition of
a gasoline station in March of 1947. Building and all equipment necessary
to operate a gasoline station were purchased., This incressed the deprecia-
tion about $1,000.00 in 1947. Other salaries and wages which were 50
percent fixed increased over $3,000.00 in 1947. This was due to the extra
hely needed to operate the service statlion. Insuranqe and bonds increased
over $900.00, and taxes increased almost $600.00 for the same period.

The physical facility expenses were more affected by sidelines than
wheat hecause this cooperative is Iocated in the poorest wheat producing
area of any of the five cooperatives in the cluster. It would be natural
that fAmes would stress sideline sales since the farming in the area is more
diversified. '

The variable costs at Ames increased from $2,638.27 in l9@6 to $8,247.67
in 1947, and to $9,147.72 in 1948. This increase was the result of a general
increase in sideline business, and especially the addition of the service

station.
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TABLE 18

o

iD AND VAR

ABLE EXPEHSES

FOR THE FPARMENS ELEVATOR COWUPANY OF AMES, OELA JTL&,
FROM 1946 TEROUCH 1948 (Continued) .
Vari- , 1946 _ , 1947 .
Fixed able Total Flixed Variakle Total Fixed Variable
3 | _PERCENT | , DOLLARS
Salaries and Wages Ly BOLab0 35405470  15335,70 115589408  ©,99045k  Ly50he5h
Hanager's Salary 100 4] 2,130.00  2,13C,00 ) 2,400,000  2,400,00 ()
Other Salaries and VWages 50 50 25067140 1,335,770 1,335,700  9,189.08  4,594.54  Lky50hJ54
Depreciation 100 0 1,687.22  1,687.22 i 2,627,660  2,627,60 en
Insurance and Bonds 75 25 515,13 386,35 128,78 1,133.76 850,32 283.44
Interest 2,038.44 1,589.34 49,10 3,181,206 2,285.7Lk 855446
Facility 100 0 1,274.55  1,27h.55 -0~ 1,563.14 1,563 lL O
Operating 50 50 . 629,59 314479 31L.80 1,445,720 722, 722,60
Commodity ¢ 100 134630 (o 134,30 172,86 -0- 172.86
Taxes L26.2h 478,86 17.38 935434 861,70 73.64
Fay Boll 60 L0 L3 .54 26,06 17.38 121.60 72.96 L8 6L
Avaloren 100 0 h2l.55 h2l.55 e 701.09 701,09 e
Corporation License 0 0 31.25 31,284 e 66,75 65,75 .
Bales Tax 0 100 = e ~0s 25,00 (e 25.00
Truck License 106 0 (= e (- 20,90 20,90 w{Jm
Qther Taxes 0 lo0C O (= -0m ()= ~6~ , e
Telephone and Telegraph 25 75 109.84 2746 82,38 183,76 AS 9& 137.82
Repairs 30 70 182,17 5kebd 127.52 605,89 181,77 L2h 12
Supplies 25 75 15420 38455 115,65 343443 85,86 25757
Advertising 50 50 50,77 25.38 25439 iR bl 71422 Tla22
Truck Expense 25 75 {3 e -0~ 831,62 207,91 623.71
Administrative and 548,33 435,62 112,71 962,39 575.49 386,90
Selling Bxpense . : -
TOTALS 10,888,32 8,250,085 2,63:.u7, 23,3.60,57 14.912.90  8.,247.67
Source: Anmnual Audits of the Association, from 1946 through 1948,



TABLE 18
AITTUAL AVD AVERAGE AWNWUAL FIXED ARED VARIABLE ZXPENSES
FPOR THE FARMERS ELEVATOR COMPANY OF AMES, OKLAHOMA,

FROM 19456 THROUGH 1948
Vardi- 1948 Three fear Averasge
Fized able Total FPixed Variable Total Fixed Variable
_ PERCENT _ BOLLARS _ ,
Salaries and Wages 12,710.39 7,667,69  5,062,70  9,700.2%  6,042.64  3,657.65
Yonager's Salary 0 0 2,625.00 2,625,00 Qe 2,385,00  2,385,00 O
Obher Salaries and VWages 50 50 10,085.39  5,042.69 5,042.70  7,315.29 2,657.64 3,657.65
Depreciation 100 0 2,955.86 2,955,856 g . 2,423,586 2,423.56 (o
Insurance and Bonds 75 25 1,800.33  1,350.25 50,08  1,149.74 $62,31 287,43
Interost 3,12L,98  2,271.86 853,12 2,78l.5L  2,0L8.98  732.56
Facility 100 0 1,577.41  1,577.81 0= 1,ATLI0 1,471.70 ~0m
Operating 50 50 1,388,91 69k 15 69Lalb  X,15h.57 577,28 577,29
Commodity 0 166 158.66 S I 168,66 156,27 ) 155,29
Taxes | 1,301.35  1,077.72 223,63 510,98 806,09 10k, €9
Pay lloll 60 A0 124,20 Theb2 49.68 9642 57.85 38,57
Advalorem 106 0 868,95 862,95 ) 663,86 663,86 (e
Gorporation License 100 0 83.75 83,75 w3 60,58 60,58 -
Sales Tax g 100 170.95 g 176.95 65432 (- 65.32
Truck License 100 0 50,50 50,50 (= 23.80 23,80 Do
Other Taxes ¢ 100 300 -G 3,00 100 (i 1,00
Telephone and Telegraph 25 75 157.68 459442 148,26 163,76 0,94 122,82
Hepairs 3¢ 70 1,176.91 35307 623,84 654,99 196,50 LB LS
Supplies 25 75 623.59 155,50 467.69 37374 93.43 280,31
Advertising 50 50 115.67 7.83 7.84 102,96 5148 51.48
Truck Expense 25 75 347.02 86,76 260426 392,88 68,22 264,66
Adwinistrative and 87344 5L87h 324410 79L.771 519.94 27477
Selling Hizpense , , ,
TOTALS 25,846,72 16,699.00 _ 9,147.72 19,965.20 13,207,30  6,677.90
Source: Annual Audits of the Assoeiabion, from 1946 through 1948,
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Variations of Pixed and Variable Expenses
Between Associations

& comparison bstwesn the different associations shows the relation~-
ship between the types of businesses operated by the cooperatives, The
larger wheat organizations usually had more fixed costs invested, while
the larger sideline cooperatives had wmore variable CoBtS,.

Comparison of Salaries and Wage Fxpenses. Uore labor was required

for sidelines than for wheat business, The surplus labor in turn increased
both fixed and variable costs, 4s the manager;s salary did not vary
materially between associations, and the remaiﬁder of the labor was 50
percent fixed, the larger{labor cost decreased the percentage of the total
labor cost that was fixed.

The three year average fixed labor costs vere $5,518.98 at Bison,
$55229.97 ot Waukomis, $4,368.08 at Imo, ¥3,607.78 at Drummond, and
$6,042.60 at Ames (Tables 1k, 15, 16, 17, and 18). Since Ames and Waukomis
were the largest sideline associatlons, it would be expected that their labor
costs would be higher. The only reason that this is not true is because
Bison paid its manager the largest salary of any of the cooperatives studied.
The variable labor at laukomis was about %300,00 higher than at Bison,

Comparison of Physical Facility Expenses. Wheat requires more physical

facilities than sidelines, The expenses related to these vhysical assebts
are the most highly fixed group of expenses. The depreciation expense was
100 percent fixed. The highest depreciation expense was $2,519.78 at
Waukoris, followed by $2,423.56 at Awes, $1,953.57 at Imo, %1,416.15 at
Bison, and $1,084,18 st Drwmmond (Tables 14, 15, 16, 17, and 18). The
reasons for the two largest sideline selling cooperatives having higher

depreciation expenses were because Waukords had an addition in elevator
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structure amounting to about $10,000.00 in 1948. The Ames association
constructed a service station and acquired the necessary equipment to
operate it in 1947.

The insurance and bonds were 75 percent fixed, The fixed amount of
this expense was $683.47 at Bison, §1,141.16 at Waukomis, #898.87 at Imo,
#304.36 at Drumsond, and $862.31 at Ames. The fixed tax expense ranged
from $415.97 to 3806.09 at the five associations, The largest taxes were
paid by Ames which seold more sidelines than the other associations. The
smallest amount wses paid by Imo which sold more wheat than any of the
associations. Advaloren taxes accounted for the greater amount of taxes
paid out by the cooperatives.

Comparison of Calculated Interest Expense. The cooperatives having

the highest investment also had higher fixed interest expenses because the
facility expense was 100 percent fixed, and the facilities accounted for
more of the total interest expense than did the operating and commodity
capital (Tables 14, 15, 16, 17, and 18). The facility capital was
calculated at four percent, commodity capital at 2,25 percent, and
operating capital at three percent. Ames had the largest fixed investment,
while Bison had the largest total investment of all assets of the five

assocliations. A large share of the investments at Ames was for sidelines.

Comparison of Other fixpenses., The total of the obher expenses was
$3,122,70 at Bison, 35,286.45 at Waukorris, $3,416,91 at Imo, %1?750;59 at
Drummond, and $2,999.09 at Ames (Tables 14, 15, 16, 17, 2nd 18). The other
expenses were the most variable of any of the expense items. The nature of
other expenses caused them to vary with the volume of business.

The total other fixed expenses were $1,565.06 at Bison, followed by

$2,169.32 at Waukomis, $1,679.49 at Imo, $752.85 at Drummond, and $1,103.72



at Ames.  waukomis had more than ©3,000,00 of the other expenses as
variable, About hglf of the other expenses at Bison were varisble, as well
as at Imo, More than half of the other expenses at Drummond and Ames were
variable,

The administrative and selling expense had the greatest effect in
causing the differences between associations as to the fixity of this group
of expenses. This group of cxpenses included donations, travel, directors!
fees, bad debbs, auditing and legal fees. An increase in mérchandise
sales caused this expense group to varY'considerably.

Comparison of Total Expenses. OFf the total expenses, 66.6 percent

was fixed at Bison, 65,3 percent at Waukomis, 71.5 percent at Imo, 71.8
percent at Drummond, and 66.6 percent of the expenses were fixed at Ames
(Tables 14, 15, 16, 17, and 18). The associations that handled and sold the
most wheat had the largest percentage of fixed costs. This was to be
expected since it required more facilities to operate the wheat department.
1f the fixed investmenﬁs‘af the cooperatives had remained the same, on iam
creage in the volume of business would not materially affect the fixed

cosbs. The fixed cosbs would be influenced slightly by the varlebility of
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Zaech preceding section has becn an analysis of the cost struchures
ngle wild grain assocliations, This portisn of the study deals
with the assumed forwation of a mulbiple wnilt associabtion. The multipis
is to be formed on the basis of the cost dsta of the five single

units, and the cost conditions will be for the same period of time, 1940-

ihe cost of operating the five single unit cooperatives will be

corparad with what the costs would be under one muliiple unit organization.

&

Pore efficient business operations usually result when one or more units are

.

integrated
To srrive at the degree of efficiency for the mulitiple wnit groin

78,

certain assuprtions will have to be made. These assumptions

arc necessary because the business unit does not exist. In organiszing the

!Tj
s
o
L

irle wnib grain assoclation, it i1s necessary to assume that the veolume
of business of the five local cooperatives does not changa. The rhysical
are assumed as remaining the same since the volume of business

nged, lowever, over a long period of opsration, additional

’“ﬂ’)' 5
LS

and facilities would be

o

provided to the farmer nmembers,

would result fron the nembers having aceess to four other stations {from

(e

could do business. An example of this could be shown by bl
Vaukomis weubers buying gas and odl from Dison. The Bison cooperative

operates a gasoline station whdle aukomis does not. The combining of

sideline servieces would eventually lead to an increase in the volune of
sidelins business.

The site for the administrative neadguarters of the mulbiple wndt would

be ab Drurzrond. The important lactor in



headgsarbers is its location in respucl to the other cooperatives, Ames

= . - S T S BIE oy S B b o el owy s d Yo one gsde [P DU "
is twelve milss soubhwest, Dison is sirbeen rdles soublivast, waukomis is

ten miles edst, and Imo is 8ix niles northeast of Drw

that sowe of thg other cooperatives need wore abtention in their sideline

mpmonid has the smallast woluse of sideline sales.

dowavrer, this would be a managepent problenm whlich coudd be solved in a

short perdind of time. If future operations reguired larger sideline

fgeilities, Druppond has the necessary space, md the convendence of its

locstlon would reunire less manapgerial supeprvyision.
The Gperating Zxpenses of the Proposed Associztion

F Y

The average orersting expenses for 1946-1548 were botaled for the

five associations by each individual expense lten., The operating expemnses
for the wultiple grain assoclation were projected from the averages of the

“

five ainzle wnits {Table 19). dome of the sewpenses remsined the same since
enly the organizational sbructure was changed and not the physieal
structurs. The expenses relaling bto the physical structure that did nobt

change wers depreciabtion, insurance and bonds, and caleulated interest

Since Lhe physical assebs were to resain the sanme, along with
volune of business, bhese expenses were unchanged.

Ubilities, repalrs, and truck expense are pore varlable, but in

propusing the maibiple assvciation these exponses repained wnchanged becadse
he volune of busine was kept constand.
the volume of businuess was Xepb constant

Salarics and wages, baxes, telerhone and telegraph, supplies, adver-
tising, and administrstive and selling expense are the expenses that wvaried

wxler the new organizstion. These expenses will be discussed with support-

ing evidence Jor their decresse.



AVERAGE ANNUAL OPERATING FAFEN3ES FOL THE FIVE SINGLE URIT ASSOCIATIONS
AND THE PROPOSED MULTIFLE UNIT ASSOCIATION

TABLE 19

FROL 1946 THIOUGH 1948

Five Froposed lleduction
Single Unit Haltipnle Undit Percentage
Associations Association Heduction¥
(Dollars) [Dollars) _{Percent,}
Salaries and Wages 36,441.25 33,600,00 7.80
Depreciation 9,397.24 9,397 24
Insurance and Bonds 55186.88 5,186.88
Taxes 3,415.39 3,298.75 3.42
laterest 13,774.32 13,77h32
Utilities 2,129.12 2,129.12
Televhone and Telegravh 690,51 610,41 11.60
Repairs lG’lOOQSB 43100083
Supplies 2,473.50 2,102.48 15,00
Advertising 841.95 715.66 15,00
Truck Expense 833.14 833.14
Admindstrative and ‘
delling ixpense 5,5 506,69 by 613,20 858,49 15,59
TOTALS 84,790,862 80,397.03 4,393.79 5.18

Source: Annual Audits of the Associations, from 1946 through 1948,

*Phe reduction as a percentage of the expense of the single unit associations,

2l
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Salaries and Wages. The salaries and wages decreased more in total

amounts than any of the other expense items, The decrease was from
$36,441425 to $33,600.00 (Table 19). The multiple unit would require
one manager and one bookkeeper. It 1s proposed to pay each of these
employees more than they would now receive at any one of the five single
wiit cooperatives. A permanent station manager would be employed at
each of the statlions, plus two adaitional permanent employees at fmes
and Bison to opsrate the service stations. One additional employee
would be retained at Waukomis to operate the locker plant. The salary
and wage schedule for the multiple unit association would be as follows:
$9,000,00 at Drummond, $2,4C0.00 at Imo, $6,400.00 at Bison, $6,400.C0
at Ames, and $4,400.00 at Waukomis. For extra harvest 1abof, $1,000.00
would be added for salaries and wages at each stabion, which would total
$5,000.,00. This breakdown of labor makes a saving of $2,841,25 for
salaries and wages.

Taxes. The saving in labor costs would result in less payroll taxes
being paid. The saving would amount to $116.64 or 3.4 percent of the total
taxes paid (Table 19). The remaining taxes would remain the same under the
multiple organization., Uince the physical facilities and equipment of the
new organization would remain the same, there would be no appreciable
change in advalorem taxes and truck license tax, With the volume of
business remaining wichanged and the capital structure of the association
identical, there would be no significant increase or decrease in the sales
tax or corporation license tax,

Telephone and Telegraph. Operations under the multiple unit would

decreusse the telephone and telegraph expense $80.10 or a 1l.6 percent

reduction fror the expenses as incurred by the five single unit cooperatives.
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n arriving at the decrease in telephone and telegraph expense, it was
estimated that the expense would decrease approximately $20.0C per year
at each of the four subsidiary stations, Therefore, 11.6 percent of the
original costs for telephone and telegraph for the five units was
calculated, and this figure was used as the decresse {Table 19). This
would allow about $200.00 per year for the headquarters station and about
$100.00 per year for the other Four stations. JNven though the adminis-
trative headguarters would handle all the calls to Enid, the single unité
would in turn have to call the multiple unit at least once daily, especially
in harvest season. This would allow about $8.00 or $9.00 per month for
each of the four stations. Considering telegraphic expense, this is
reasonable because usually telephone services are about $5.00 per month
regardless of long distance calls.

Supplies. The supplies were reduced 15.0 percent or $371.02 when
brought under control by the multiple unit (Table 19). The supplies
accounted for about 3.0 percent of the total expenses in both the single
and multiple unit operations. There would be a saving in office supplies
since one bookkeeper would handle the major books or forms. Office supplies
at the four local points would consist of report forms instead of a major
set of books. The major savings would result from one person controlling
all the supplies where heretolore five persons have been charged with the
responsibility.

Advertising. The advertising expense was reduced 15.0 percent or a
saving of $126.29 (Table 19). The saving in advertising expense would come
from a more intensified advertising campaipgn from the multiple headquarters,

and this would cut the expense of advertising locally by the four stations.



Administrative and Selling sxpense, With the formation of a

multiple wnit from the five single unit cooperatives, the greatest reduc-
tion in the other expense items would come from the administrative and
selling exvense (Table 19). This reduction will primarily come from six
expense items within the administrative and selling expense. These six
itenms are audit and legal expense, travel and meeting expense, directors!
fees, donations, educational expense, and dues and subscriptions.

The Board of Directors would consist of five men as compared to 25
under the five single unit cooperatives, The saving would be $250.00. The
educational and meelting expense would be reduced about %50,00, and the legal
and auditing expense would be reduced from $750.00 to $350.00, or a saving
" of $400.00. Dues and subscriptions would be reduced approximately 5100.00,
and about $50.00 would be saved by having approval made on all donations
at the main headquarters.

The sayingé of the six items would amount to about $850,00. Adjusbing
to a percentage basis, 15.0 percent of the administrative and selling costs
would be reduced or a reduction from $5,506.69 to $4,648.20 (Table 19).

Total Operating Ixpenses. The operating expenses under the multiple

unit were estimated at $80,397.03 (Table 19). This was a decrease from
$84,,790.82 when.comparing the five single unit cooperatives. The reduction
in total expenses was $4,393.79 or a 5.2 percent decrease in total expenses
when operated under one headguarters.

The expenses that have been set for the multiple unit grain assoclation
are only indications. The indications have been derived from the existing
costs of the five single unit grain associations. The estimates of expenses

could only be accurately checked if the multiple unit went into operation.
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Comparison of the Depsrtmental lixpenses
The basis for allocating the expenses to the wheat and sideline
departients was Lhe same for the multiple unit as was used for the {ive
gingle wnit cooperatives., The departmental allocation of sxpenses would
change for the multiple organization with changes in facilities, services,

and volune of business.

sheat iixpenses and Unit Costg. The formation of the multiple unit would
reduce th@rwheat expenses by more than 23,000.,00 {(Table 20). The total whest
salaries and wages for the {ive single unit associations were %25,?6?.36, and
the projected amount for the salaries and wages paid to wheat under the
multiple unit was $23,889.60. This would reduce this expense item §2,019.76
for the largest decrease of any of the expenses.

The physical facility expenses and interest expense account for a
larger portion beling allécated to wheat. These expenses could not be
reduced since the same physical zssets were assumed. The other expenses
for wheat decreased under'the multiplé operation by #899.57. The largest
decrease was about $550,00 for the administrative and selling expense.
Supplies decreased about $300.00. The remaining decreases in other expenses
were rather small (Tuble 20).

Storage space could be utilized more econormically under the multiple
unit nperation,. This situation would exist because wheat could be chifted
from station to station, and the producers would have more of a cholce in
delivery. The handling costs per bushel of wheat would be 3.49 cents for
the five single unité as compared to 3,31 cents for the multiple association.
The cost per dolliar of wheat sold would be 2,01 Eents for the five single

units as compared to 1.91 cents for the multiple association. This reduction



TABLE 20

OPBRATING FXPENSES OF THZ wHEAT AND SIDRLINS DEPARTHENTS FOR THE
FIVE SINGLE UNIT ASSOCIATIONS AND THE PROFOSED MULTIPLE UNIT ASSOCIATION,
FROM 1946 THROUGH 1948 (Continued)

FIvE SINGLE UNIT ASSOCIATIONS

Total Wheat Percentags of Sideline Percentage of

Expense Ixpense Expense Bxpense Expense

{Dollars) {Dollars) (Percent) {Dollars) {Percent)
Sslaries and Wages 36,441,225 25,909.36 71,10 10,531.89 28,90
Depreciation 9,397.24 6,697.39 71.27 2,699,.85 28,73
Insurence and Bonds 5,186,88 3,868.74 7459 1,318,154 25,41
Taxes 3;1{15-39 2;355-59 68097 1,05?.80 31.03
Interest 13,774432 10,171.81 73.85 3,602,51 26,15
Utilitiefﬂ 2,129.12 1,772- 91 83 027 356921 16. 73
Telephone and Telegraph 690,51 585.90 84,85 10L.61 15.15
Repairs 4,100.83 25925.75 71.35 1,175.08 28,65
Advertising 841.95 67190 79.80 170.05 20,20
Truck Hxpense 833.14 ~0~- ~0- £33.1h 106,00
Administrative and 5,506,469 3,426 62,22 2,080.55 37.78

Selling Hxpense

TOTALS 8L, 790,82 60,365.71 71,19 24,425,113, 28,81

Source: Annual Audits of the Associations, from 1946 through 1948.

Ll



TABLE 20

OPGRATING EXPERSES OF THE WHEAT AwD SIDELINE DEPARTHENTS FOR Tik
FIVE SINCGLE UNIT ASSOCIATIONS AND THE PROPOSED HMULTIPLE UNIT ASSOCIATION,
FROM 1946 THROUGH 1948

FPROFOSED MULTLLE UNIT ASSOCIATION®

Total ' Wheat  Percentage of Sideline Percentage of

Expense Bxpense Bxpense Expense Expense

(Dollars) (Dollars) _ (Percent) (Dollars) (Percent)
Salaries and Wages 33,600.00 23,885.60 71.10 9,710.40 28,90
Depreciation 95397424 6,697.41 71,27 2,699,863 28,73
Insurance and Bonds 5,186.88 3,808,8G The59 1,317.99 25,41
Taxes 3,298,775 2,275,15 68,97 1,023.60 31.03
Interest 13,774.32 10,172.34 73.85 3,601.98 26,15
- Utdlities 2,129,112 1,772.92 83.27 356420 16,73
Telephone and Telegraph 610,41 517.93 84,85 92,48 15.15
Repzﬂirs i’;bg lDO - 83 2, 925 [ ] 911- 71 . 35 l_, 1’714'- 89 28. 65
Supplies 2,102.48 1,683.25 80,06 419.23 19.94
Advertising 715.66 571.1C 79.80 14L.56 20,20
Truck Expense 833.1%4 ~0= 0= 833.14 100,00
Administrative and Ly648,20 2,892,11 62422 1,756.09 37.78

5elling Expense

TOTALS 80,397.03 57 3266464 71.23 23;130.39 28,77

¥ L] L] o E 3 ) .
“Some of the expense items did not change; however the slight variations are due to a change in the
rounding procedure,

Source: Annual Audits of the Associations, from 1946 through 1948.
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in handling costs would indirectly reduce some of the other minor wheat
EXPENsSes,

Sideline Expenses and Unit Costs. The sideline expenses of the multiple

wnit are §23,130.39 (Tzble 20). This is a reduction of 5.3 percent or
$1,294.72 from the sideline expenses of the single unit cooperatives., The
largest reduction is in salaries and wages. This‘reducticn is about $800.00,
The physical faeiliby expenses and interest expense did not change as the
volume of business wus the same. The remaining expenses which had the
largest share allocated to sidelines are included in the group designated

as other expenses. The other expenses for sidelines were_@hBé.BB less for
the maltiple unit than for the five single unit cooperatives.

The unit costs per dollar of sideline sales were 10,20 cents for the
five single unit cooperatives. This amount decreased to 9.66 cents per
dollar of sideline sales for the multiple organization. The volume of
business was the same, but the decrease in expenses accounted for the
reduced selling cost.

A greater savings could possibly be made in the sideline department
from_a raltiple wnit headquarters than could be made 1n the wheat depart-
ment. Sometimes a single unit cooperative will let minor costs get too
large, A multiple headquarters would have a better chance to control

these costs because the proper time could be given to the sideline business.
If necessary, one man could be assigned to double check all the sideline

operations,

Comparison of the Seasonal Expenses
The seasonal expenses of the five single unit associations and the

rultiple unit association followed about the same pattern (Figure L)e



Expenses in Dollars

Figure 4. Average Seasonal Variation for the Five Single Unit
Associations and the Proposed Multiple Unit Association,
From 1946 Through 1948
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The expenses oceurring each month for the multiple unit were proportionately
lower than the monthly expenses for the five single unit cooperatives,
Operating as a multiple unit cooperativevwould tend bo lessen the large’
peaks which appsar in each separate unit's seasonal pattern. This would be
true because every unit under the rwltiple would indirectly affect the
other unit., The individual seasonal patterns of the cooperatives vary
considerably more than the total monthly expenses of the five cooperatives.

The combining of the five single units into a multiple unit causes the
moanthly expenses to vary less before and after harvest. The sidelinq
expenses do not have as much effect on the seasonsl pattern as when the
cooperatives are operating individually.

Both the multiple unit and the tobtal of the five single units?
monthly expenses increased slightly from February to May. The increase
was about #500.00 for the multiple unit and about $600.00 for the single

units (Figure 4). The monthly expenses increased sbout $4,000.00 in June.

4

[

his of course was due bo harvest labor and other variable expenses. In
considering the seasonal pattern, it is well to keep in mind that the mul-
tiple unit's monthly expenses are proportionately lower for each month,
Afver harvest the expenses decreased for the single units fronm @7,000.00

in July to about $6,700.00 in September. They increased to about £6,900.00
in October, and then declined to §6,400.00 in December. The multiple unit
decreased from $6,700.00 in July to $6,400.00 in September. The expenses
increased to $6,500.00 in October, and then declined to $6,100.00 in
December. The incresse in October was due to fall planting and treating
of seed wheat.

3ldelines have a greater influence on the seasonal pattern than wheat,



except for the harvest month of June, The combining of the five single
unit cooperatives into the multiple unit operation has a tendency to lessen
the secasonal peaks. Uhen the departments of more than one cooperative

are integrated, each department's functions affect one another. This

factor tends to lessen pealt expenses.

Comparison of the Fixed and Variable Expenses

The fixed costs for the five single unit cooperatives were $57,571.33,
and the variable costs were $27,219;49 (Table 21). These costs decreased
to ©54,0L2.94 and @26,38&;09, respectively, when the expenses were combined
for the operation of the multiple unit association. The fixed costs were
reduced by 6.2 percent, and the variable costs were reduced by 4.1 percent,

The decrease in fixed and variable costs was more affected by the
decrease in manager's salary and other salaries and wages, The manager's
salary, as listed in the multiple schedule of expenses; includes besides
the manager a bookkeeper and two additional key employees. All of these
are considered to be 100 percent fixed. Other salaries and wages decreased
about 42,000.00, and they were 50 percent fixed.

liven though more of the total salaries and wages are considered as
fixed for the multiple unit, they have more effect on the total amount of
fixed expenses. This is true because of the reorganization of the single
units into a multiple unit, and not because of a change in the volume of
business done by the organization.

The only expenses to show a change in the physical faeility group
were the taxes. The fixed amount of the taxes decreased about 570.00
because of the change in labor affecting the payroll taxes (Table 21).

The payroll taxes were 60 percent fixed., The {ixed and variable portions
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FIXED AlD VARIABLE REXPH
AWD THE FPHOPDSE]

TABLE 21

FROM 1946 THROUGH 1948

NSES POI THE FPIVE SINGLE UNIT AS3S0CIATIONS
MULTIPLYE UNIT ASSOCIATION

Vari- PIVE SINGLE UNITS BULTIPLE UNIT 7
Fixed able Total Fixed Variagble Total Fixed Variable
PEECENT DOLLARS
Salarics and vages 36,041.25 2L, 167446 11,673.79 33,600,00 22,700.00 10,900,00
Manager's Salary 100 0 13,093.67 13,093.67 - 11,800.,00 11,800.00 e
Other Salsrdes and bages 50 50 23,347.58 11,673,79 11,673.79 21,800,00 10,9C0.,00 10,900.00
Depreciation 10(4" 0 9,397- 214' 9‘)397021} e 9,397022& 9;39702[{- S
Insurance and Bonds 75 25 5,186.88  3,890.16 1,296,72 5,186.88  3,890.16  1,296.72
Interest 13,774.32  9,370.01 L,404.31 13,774.32 §,370.01L 4,404.31
Facility 100 O 5,76L.20  5,764,20 ) 5 764,20 5,764.20 O
Operating 50 50 7,211.62 3,605.81  3,805.81  7,211.62  3;605.81 3,605.81
Comzod 1ty 0 100 798.50 (e 798,50 798,50 ()~ 792.50
Pay Roll 60 40 LS50 269,70 179.30 332.86 196,72 133.14
Advalorenm 100 O 2,184.55  2,184.55 b 2,184.55  2,18L.55 e
Corpovation License 106 0 34410 344410 -0~ 344410 34410 ws(jm
Seles Tax 0 100 312.30 e 312.3¢ 312.30 (e 312,30
Truck License 100 G 77.65 7. 65 o 7765 77 e 65 (0
Other Taxes 0 100 4729 (e L7.2 L7 .29 e 429
Ubtilities 20 80  2,129,12 425,82 1,703.30  2,129.12 525,82 1,703.30
Telephone and Telegraph 25 75 690.51 172,63 517.08 610.41 152.60 L57.81
Repairs 30 70 4,100.83  1,230.25  2,870.58  4,100.83  1,230.25 2,870.58
Supplies 25 75 2,473.50 618,38  1,865.12  2,102.48 525,62  1,576.86
Advertising 50 50 841,95 420,98 420,97 715.66 357.83 357.83
Truck Zxpense 2B 75 833.14 208,29 624,85 833.14 208,29 624,85
Administrative and 5,506.,69 4,194,011  1,312,58  4,648,20  2,949.10 1,699.10
Selling Bxpense
TOTALS 84,790.82 57,571.33 27,219.45 80,397.03 54,002,94 26,384.09
Source: Annual Audits of the Associations, from 1946 through 1948,

o
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of the interest expense remained unchanged.

The fixed expense for administrative énd selling decreased about
$1,000.00. This was the result of a decrease in auditing and legal expense,
directors! fees, dues and subscriptions, and travel and meetings. The
degree of fixity for these expenses did not change, but the reorganization
affected the total amounts to be expended for them.

Theoretically, if the multiple unit were to be put into operation,
the volume of business done by the organization would have the greatest
effect, on variable costs. OSince the volume of business is to remain constant
in the operation of the proposed multiple unit grain association, fixed

costs are more affected than are variable cosis.
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FUTURE DEVELOPMENTS OF THE MULTIPLE UNIT ASSOCIATION

In proposing the cost structure for a multiple unit organization, it
was assumed that the physical structure and the volume of business would
remain unchanged. However, if such an organization were formed, various
changes would probably occur in the future, Changes in the internal
structure quite frequently precede external expansion. The wheat facilities
appear to be adequate for handling the probable volume of the new association.
Initial expansion would tend to be directed toward the expansion of present
sidelines and the addition of other sideline goods and services,

Although the association is now served by two service stations, the
addition of bulk handling facilities at other stations would serve to
facilitate the delivery of petroleum products to farmer patrons and lower
the cost of operation., A retail pump might be installed at each of the
stations handling petroleum products in order to more adequately scrve the
patrons. In addition a greater selection of farm supplies and household
goods would probably be offered in line with the desires of the members.

The volume of feed business of the new association might justify the
addition of a feed mill, It is probable that the mill would be located at
Drummond because of its central location and for ease of management. In
addition, if the volume of produce aprears to be adequate for efficient
operations, the necessary facilities could be constructed. One produce
station should adequately serve the needs of the members, and the
suggested location would be at Drummond. The major products handled would
be cream, eggs, and poultry.

With further expansion and growth of the association, a substantial
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SUMMARY AlD COWCLUSICHS

The two principal typss of local cooperative grain markebing associa-
tiong in Oklahoma are single unit associations which operate one or more
gbations ia onc locality, and mulbtlple unit assoeiations which operate
subsidiary ,suatlons in nore than cone locality while maintainicg an adnine
igtrative headquerters in only one plade. Phis s.fuciy hag been baged on an
analysis of the cost structures of five single unlt cooperatives, amd the
coste of operation have been compared with the cogtaz of a proposed multiple
unlt forned from the five single units,

The five single unil cooperatives arve located at Bison, Haukomis, Imo,
Drummond and Ames, The primary purpose of their organizing wes for the nar-
| kebing of wheat. 3Since their organizabion they have provided additional
sldeline facilities for their nembers. The gideline business included
petroleun products, lumber, flour, cozl, feed, fertilizer, hardware, rock,
sand, and verious minor farm supplies.

Imo gold 2446 percent of all the vheat sold at the five elevators,
while Ames gold 45.3 percent of all the sidelinez at the five cooperatives.
The largest elevator capseiby was 140,000 bushels at Bison. This was the
principal veason for Bigon having the largest investment, $99,433.97. ©he
lowest tobtal investment of $6L,8006.54 at Waukonis was a result of old wooden
frame elevator structures depreciating to or near their book values of zero.

Hore noncy was expended for salaries and wages than any other expense
ibem. The totel salaries and wages at Amep were AESW percent of the total
expenses, Hilson had 40.5 percent, Drumond 42.5 percent, Waukomis 39.6 per-
cent, and Imo 36,6 percent. The associationsg having more sidelineg usually

have higher operating cosbs, while the cooperatives handling and sclling
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expense item, The seagonal peak of a whealt cooperative is veached in June,

L »

as o resuly of wheadt bharvest., The sideline

P

business of the cooperatives
tends o cause nore fluctuation in awpensss for each month. The nore slde-
line business the greater will be the expenses, and the expenses will vary
th to month,

nore fron mow

The fized coshbs accounted for 66,6 percent of the total expe onses ab

Bison, 65,3 percent at Jawkomis, 71.5 percent at Imo, 71.0 percent at
Drummond and 66,6 percent at dmes. The associgtions that had nore vheat

3

Pacilities had the largest percentage of fixed costs.

The cogbe of operaling bthe five single unit cooperatives vere compared
with the dogbs under z proposed multiple unit organizetion. The muliiple
unit was formed on the bagls of the cost data of the five single units, and
for the same periced of btime.

To arrive at the degree of efficiency for the multiple unit grain ag-
gocilation, certaln assumpbions wvere made. IL was necessary in organizing
the multiple wnlt to ossume that the volume of businesa of the five local
unitae did not change, The physical fecilities vere assumed as remaining
the same since the volume of bLusiness was held coustant,

A reorgacization of the management for the nultiple unit would de-
creasce the salaries and wage expenses by (R,841.25. The saving in lebor
costs would reluce the payroll taxes. The decreass would be {116.64 or
3.4 percent of the total taxeg pald, Telephone and telegrapn PENSes,

supplies, advertising, aud administrative selling expenses were reduced by
the formotion of ble new unit. The administrative and selllng expenses
were reduced more than any expense item in the other expense group. They

were reduced 15.6 percent or a reduction from §5,500.69 to U4,&48.20. The
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The new organizablon would have alternatives in expansion. It would be

pogsible o create new services for the memberg in the development of the

rganizatlon for fubuore yesrs. Additionmal facilities that might have pogsi-

bilitles for sidelines are a feed nilll, bulk gasoline sales serviee,; and a
prodace gbablon. If the new unlt were to betome a reality, the prohable in-
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TABLE 22

THIE PARIGRS COOPERATIVE ASS0CIATION OF BISON, ONLANOM
FROM 1946 THROUGH 1948 (Continuesd)

dJanuary February ¥arch Appyil Eay Jurne July
DOLLARS
Salaries and Wages 585469 590469 535,43 455436 568,65  1,066.09 755,72
Depreciation 1z1.81 121.8 121.80 107.02 107.02 107.68 120.76
Insurance and Bonds 73.53 78.53 78.57 68,15 68.15 63,15 7¢.53
Interest 263.36 263,36 263,36 263.36 263,36 263,36 263,36
Taxes 61.13 61l.11 61.11 51,00 51.C0 51.08 61613
Utilities 3448 3200 32,80 31,09 24,76 61,40 60,06
Telerhone and Telegraph 10.72 13.44 G 6.78 7.26 22,89 12,80
Repairs 54432 1.71 27.50 5746 63,16 82,85 8646
Advertising 5.00 12.74 13.54 L0 Tol? 7400 19.94
TI‘U.Ck I’b{pense‘"n 1-&80 37 8!; 91{& é- 35 25 -77 25 . 77 ll- 81. 13 . 61
Administrative and 141,96 114025 156,53 93.80 102.53 105.49 97 . 29
Selling Expense ‘ .

10TALS 1,365.95 1,313.97 1,376.71 1,181,318  1,329.90 1,890.,11 1,577,02

*Truck operated only in 1948

Sourca: Hxpense Ledgers of the Association, from 1946 through 1948,
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TABLE 22

")C)EJBL Uﬁ IATION OF THE OFERATING EXFEHSES FOR
5 ATIVE ASBOCIATION OF BISON, OKLAIOMA,
{"'?sﬁ’.ﬁl’é 1946 THROUGH 1948

Augusth Servtenber Cetober Kovenber Deceibor Toval
DOLLARS
Salaries and Wages 23719 736,09 718.69 598.29 592.02 8,095.96
Depreciation 121,29 121,72 121,72 121,72 121,80 1,416.15
Insurance and Bonds T8.53 78,53 78,54 70.5& TSl 911,29
Interest 263.36 263.36 263.36 263.36 263435 3,16C.31
Taxes 6113 61.13 0l.13 6113 61,13 703,13
Utilities 32,40 30.09 25,80 22,06 12.34 399,48
Telephone and Telegraph 12.97 10.68 9e32 10.09 12,03 135,46
flepairs 16.73 26,63 28,60 102,49 26,96 535,99
511‘0}.4...183 13 83 14,39 33.97 8.54 16.99 237.09
Advertising N 7't 8,33 13.22 6,67 52425 158,30
Truck bxpense® 12,03 16,21 9.19 .29 8,28 195.62
Administrative and 134456 135.82 104,29 160, 4L 1°3.83 1,460,76
3elling Lxpense
TOTALS 1,591,76 1,552,98 1,477.83 1,382.59 1,369.54 17,409.54

*Ppuck operated only in 1948

Source: Expense Ledgers of the Association, from 1946 through 1948,

%6



AVERAGE SBA8D

HE WAUKOMIS CO-OPT

QALTETE
TABLE 23

HAL VARIATE {
ATIVE SUPPLY COF

3 ap

SO

Al

Ny

Y OF

FPROM 1946 THRODUGH 1948 (Continued)

W BAPEESES FOR

RS n
alidetltos &

WAUKOMIS, OELAHOMA
] 5

January February arch April May Jiune July
BDOLLARS
Salaries and Wages 553,10 516,04 483,10 566,26 727,71 1,370.14 877,64
Depreciation 196,54 196.96 196.96 197.01 197,43 21754 21545
Insurance and Bonds 126.80 126,80 126,80 126,80 126,80 126,80 126,80
Interest 179,25 179,25 179,26 179.26 179.26 179,26 179.26
Taxes 65493 65,38 65492 65.98 65.98 65,99 65,99
Utilities 27.96 19.53 21.28 20,20 20,01 64,02 30,21
Telephone and Telegraph 16.94 12.75 12.05 13,97 12.22 13.93 14.73
Repairs 64,68 56410 75.10 143.94 90,26 465.9 113,85
Supplies 94,50 50,75 K757 76,82 106444 82,77 7714
Advertising 19.82 40,08 18,20 1495 15453 17.87 LG,
Truck Expense 3469 15.64 10.96 30,61 1.71 [ 39.62
Admdnistrative and 118.85 122,05 135,87 135,25 163.32 119,26 126,431

Selling Expense

TOTLLS

1,468,11

1,405.93

1,371.13

1,571.05

1,706.67

2,729.46

1,917.24

Sourcet Lxpense Ledgers of the Association, from 1946 through 1948,



AVERAGE SBASUNAL VARIATION OF THE OFERATING miPENSES FOH

TABLE 23

THE WAUKOKIS CO-OPERATIVE JUFPLY COUFANY OF

FROM 1946 THROUGH 1948

CAUKDRIS, OKLAHOHA,

August sSeptenber October Hovember December Total
DOLLARGS
Salaries and Wages 578:53 566420 602,72 638,84 57495 8,053, 27
Depreciation 21945 21945 21945 219,67 219.87 2,519,778
Insursnce and Bonds 126,79 126,79 126.79 126,79 126,78 1521454
Interest 179.26 179.26 179426 179.25 179425 2,151.08
Taxes 65+99 65.98 65,98 65.98 65,97 791.78
Utilities 30,42 30.72 34023 30,08 30,15 358,81
Telephone and Telegraph 13,15 13.%4 SelY 10,76 16.68 158,31
Repairs 386,94 126,00 86,51 70.29 90.22 1,769.82
su}}}’liﬁ 8 111- 39 56« 22 lz\&c}- [4'7 149-03 Bé- 07 9*{&14-- 12
Advertising 17.82 25497 Fhe 57 bl 48 22,03 31hekts
Truck Expense 10.82 217 71,38 8435 66435 232,90
Administrative and 116,42 119.77 106,55 96,95 147.33 1,508.03
Selling lixpense
TOTALS 1,856,98 1,540,131 1,650.10 1,537.47 1,569.65 20,323,90

Source: Expense Ledgers of the Association, from 1946 through 1948,
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AVERAGE SEASONAL

TABLE 24

VARIATION OF THE OPERATING BXPENSES FOR
T, FARMERS COOPHRATIVE ELEVATOR COMPANY OF IO, OKLANMCOMA,
FROM 1946 THROUGH 1948 (Continued)

danuary February Harch April Eay June July
DOLLARS
Salaries and Wages 410,80 383,01 531.34 402,02 KOB. L6 1,201.37 L2l 26
Depreciation 167.17 169.37 169.37 172.34 15644k 156444 156,61
Insurance and Bonds 99.87 99.87 99.88 99,84 99.88 99,88 99.88
Interest 24533 2h4e33 2hh.33 24433 4L 38 bk 34 i34
Taxes 37435 37.35 37.35 37,37 37.35 37.35 37435
Utilities 37.7% 35,03 3e.18 34.98 34.07 51.26 38.33
Telephone and Telegraph 13.36 G.13 9.58 8.09 G.84 8.66 23,19
Repairs 5.69 48,25 59.14 320,37 93.17 164,72 90,45
Supplies 56443 37.89 K7.66 16.15 7154 16457 71.88
Advertising 8,15 7.66 14.76 25.12 B.32 8.05 8.19
Truck Expense e e 0= ~(- -0 -0 -0~
Administrative and 9997 72.83 119.33 96,07 92.81 89,37 78.58
Selling BExpense

TOTALS 1,180.87 1,144.73  1,371.23 l,&56.69 1,256.23 2,108.02 1,273,07

Source: Hxpense Ledgers of the Association, from 1946 through 1948,



TABLY 24

fx'*"a;‘tfsu”“ SEASONAL VARIATION OF THE OPERATING BXF o
THE FARVERS COOFHRATIVE ELEVATOR COMPANY CF IHC, Oistz"““?.A
FADH 1946 THROUGH 1948

Augzust Seetember Ochober Hovember Decembar
DOLLARS
Salaries and Wages 369,78 371 B0 381,01 508,58 555413
Depreciation 160,63 160,63 160,91 161.83 161. 83
Insurance and Bondg 99,88 99.88 99.88 99,88 99.87
Interest 2l 34 2hie 33 2hlie33 2LL.33 2ephe 33
Taxes 37.35 37.35 37.35 37.35 37.35
Utilities 37.95 39.16 33.87 3L.76 38,50
Telephone and Telegraph 11.94 9.06 17.45 9.63 16,25
Repairs A.79 1i.71 la25 23.91 18,74
Supplies 2h.16 60.62 92,04 32.88 10343
Advertising 36.96 7.67 13.49 794 8.25
Truck Expense “ —( 0w - (jm o
Administrative and 7481 73.52 The22 182,28 84.61
Selling Expense

TOTALS 1,119.58 1,115.33 1,158.79 1,243.36 1,272.45 15,700,535

Sourcet: Dxpense Ledgers of the Association, from 1946 through 1948,



AVERAGE SEASONAL VARIATION OF
DERSIRN JLO’.\E) COUPERATIVE

LJ’J ib\) 7-
FROHI 19@3 THROUGH

THE OPGH

1948 (Continued)

ATIHG EXFENSES FOR
COMPANT OF DRUIEOND,

DELAYONA,

January February  Harch April May June July
DOLLARS
Salaries and Wages 350435 314,18 316,28 341,65 313,93 935,80 333.55
Depreciation 9780 9847k 101,13 101.14 75462 75.68 76,67
insurance and Bonds 33.82 33.82 33,82 33,80 33.82 33.82 33.82
Interest 229,11 229.1% 229,11 229.11 229412 229,12 229.12
Taxes 5677 16,77 héT7 L4677 46,77 L6.77 56,77
Utilities 35.69 36.22 37.88 30426 31,05 49,79 41,24
Telephone and Telegraph BT7 - 9445 Qulihs 1014 ey 6,22 5¢57
Repairs 8.97 14.53 15.80 20. 66 56473 29, ::3 35452
Advertising 8.33 20,00 10.89 142 16,67 wO 1436
Truck lxpense” ' 3.33 3441
Administrative and 29.11 32.68 30.81 57453 177.65 36,67 30.69
Selling Expense _ .

TOTALS 871,78 850,16 852,91 893.83  1,020,93  1,470.79 887.25

"Truck operated only in 1946

Source: Dxpense Ledgers of the Assoclation, from 1946 throuzh 1948.
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AVERAGE SEABONAL VARIATION OF THE OPERATING FXPENSES FOR
TIVE ELEVATOR COMPANY OF

LY

THE DRUMECHD COOPERA

TABLE 25

FROM 1946 THROUGH 1948

DRUIRIOND, OKLAHOMA

August September Qctober Novenber Decenber Total
DOLLARS
Salaries and lages 308,68 451.04 53994 336.15 293,02 L, BLO, 5T
Depreciation 76469 93.33 94,82 94,95 97.63 1,084,18
Insurance and Bonds 33.82 33.82 3.82 33.82 33.82 405 .82
Interest 229,12 229,12 229,12 R29.12 229411 25749.39
Taxes L6, 77 46,78 46,78 46.78 46,7¢ 561,28
Utilities 31.24 25,08 24472 27.48 30430 400,95
Telephone and Telegraph 5e82 5,17 Le52 6.33 768 86.50
Répail“s Zhe 28 25.14 35 . llir » 83 CRVAR 277 . 8‘!!»
Supplies 30,32 8,96 2,17 19.78 23425 257430
Advertising -0 21.67 3.33 833 6407 111,67
Truck Expense’ 5400 11.74
Administrative and 26,82 41.36 59.12 42,03 40,12 604,59
Selling Expense '
TOTALS 814,16 281.47 1,078,78 845,58 824,09 11,391.83

*lruck operated only in 1946

Sources Expense Ledgers of the Assoecliation, from 1946 through 1948,

00T



TABLE 26

AVERAGE SKASONAL VARIATION OF THE OP

ATy
it

ATING EXPENSES FOR

THE FARMERS ELEVATOR COMPARY OF AMES, ONLAHOMA,
FROE 1946 THROUGH 1948 (Continued)

dayuary Yebruary Vareh April June duly
DOLLARS
Salaries and {ages ThbT2 746,72 642,04 658,71 669.18  1,821,75 694,71
Depreciation 210,95 211.01 170.54 17C.83 206,06 206,21 206.2
Insurance and Bonds 95,82 9579 95.81 95,81 95,61 95481 95.81
Interest 231.80 23l.80 231,80 231,80 231.80 231,80 231.79
Taxes 75.91 75.93 75.93 T5.91 7591 75.91 75.91
Utilities 5C.10 32.04 31.03 31,48 £1.09 62,03 46,53
Telephone and Telegraph 17.53 S 19,90 993 16,77 323 30.61
Supplies 58.33 33433 ~0= Dehs 41.67 199.13 ~0-
Advertising 7.07 9.22 20.00 5,67 13.33 =G =0
Truck Expense 32473 33.33  25.23 s 50459 173.67 33.33
Administrative and 213.82 196456 120,41 19.96 39.8¢ 2748 65,35
5elling Expense
Source: Hxpense Ledgers of the Association, from 1946 through 1948,
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qu_ *n 2&

* THE OPER 15 POR

Y OF AUES s \}Z{zdim}ﬁﬂ 3
] 1%6 THIOUGH 1948
August ~ Septenber October November Decenber Total
' DOLLAWS
Balaries and Yages Fhbha51 P00 081 HEZ IO 5,700 .29
Depreciation 266435 2&7.5«. 209479 .ﬂ,uhB.,sn
Insurance and Bondg 35«81 95482 G5.8 95,82 1,109.74
Intersst 231,79 23179 «3&.7” 231 ;7@ 2578450
Toxes 75471 T5.92 THe 52 P19
Utilltias 58,68 IRON 52,80 516,05
xﬁlayh@nﬁ and Talegraph 16403 8,48 .58 163,76
Sepadr 165467 18433 3.33 G5 Le 99
Suprlies 1.92 1e29 842 37347k
Advertdsing i 33433 W 102,96
Trick i FRRAR G el o 3%«.&5

Admindstrative and 11,90 36433 21420
5 Zapense

79471

Source: Hxpense Ledgers of the Adssopiation, frow 1946 through 1948,
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AVERAGE SCASONAL VARIATION OF TUE OFHARAT
i L UNIT ASSOCIATIONS,
HROUGH 1948 (Contirued)

January February Larch Apyril May June July
DOLLARSGE
Selaries and wages 2,649.70  2,550.65  2,559.25 2,424,060 2,687.95 6,395.15  3,085.90
Depreciation 794425 79790 75979 T48.35 Th2.55 76355 71575
Insurance and Bonds 434,80 434,80 454485 h2i.39 Lk b h2L 05 4L34,80
Intersst 1,147.86 1,147.86  1,147.86 1,147.86 1,147.86 1,147.86  1,147.86
Taxes 287.15 287415 257 .15 277.05 277.05 277,05 287.15
Utilities 175.95 154,80 161.15 148,01 150,95 288,70 216,36
Telephone and Telegraph 67.75 50420 57.80 48,95 L4750 5L95 86.90
if.epail"s 97 .OO 1200 55 21U.85 609.05 14620 35 793-09 326. 25
Supplies 234,80 152.05 136,40 134.80 289,30 403 .90 193.05
Advertising L8.35 89.70 1740 52455 61.30 32.90 33, 60
Truck Expense 8L 80 61.91 L2,55 50,40 81.40 185.51 89.95
Administrative and 603470 533,00 562,95 402,60 576415 376.25 398,30
Selling Bxpense
TOTALS 6,630.11 6,385.97  6,438,00 6,474,010  6,948.81 11,145.36  7,134.87

Source: Ixpense Ladgers of the Associations, from 1946 through 1948.
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TABLE 2

AVERAGE SEASONAL ‘LKHEJ ATION OF THE OFERATIRG EXPENIES POR
THE PIVE SINGLE UNIT ASSOCIATIONS,
FROM 1946 THROUGH 1948

Aymst september October Rovenber Decenber Total
DOLLARS
Salaries and Vages 2,858,70 2,826,60 3,087 .40 25 6h14 30 2,671.65 36,451.25
Depreciation T8h. 40 802,55 805.15 807.95 811,05 G397, 2L
Insurance and Bonds L34.80 L34.80 434,80 "h34.80 435,14 5,186,828
Intersst 1,147.86 1,147.86 1,147.86 1,147.86 1,147.86 13,774.32
Taxes m" 15 x'&?.l"? 287:15 23'9.10 287.09 3 415 39
Utilities U 70 171,70 161.40 159,90 159,50 2,129.12
Telephone and Telegraph 59.95 57.35 66.10 48435 ‘ She 71 690,51
Repairs 466,95 267,80 168.10 L2l 45 154.39 4,100,83
Supplies 181,60 141.50 286,10 121.75 194425 2,473.50
Advertising 62,50 96,95 71.25 71.10 89,35 841,95
Truck fxpense 22,85 70.00 L5.55 17.66 Tha56 833,14
Administrative and 364450 456,80 365,30 hhilie GO L1L,84 5,506,69
Belling lxpense

TOTALS 6,851.96 6,751.06 6,926,116 6,610,112 6,494.39 &l,790.82

Source: Dxpense Ledgers of the Assoclations, from 1946 through 1948,
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TABLE 28

AVERAGE SEASONAL VARIATION OF THE OFERATING EXPRNSES FOR
THE PROFOSED MULTIPLE UNIT ASSOCIATION,
FROM 1946 THROUGH 1948 (Continued)

January February Harch April May dJune July
DOLLARS
Salaries and Wages 2,443.06  2,352.00  2,359.73  2,235.07 2,478.3h  5,896.46  2,845.25
Pepreciation The 25 797.90 759.79 748,35 742,55 763.55 71975
Insurance and Bonds 434,80 434480 434.85 424,39 2L L5 URh L5 431,80
Interest 1,147.86 1,147,386  1,147.86  1,147.86  1,147.86  1,147.86 1,147.86
Taxes 2A77.35 27735 277.35 267.58 267.58 267,58 277.35
Utilities 75495 154,80 161.15 148,01 150.95 288.70 216.36
Telephone and Telegraph 59.89 hlie 38 51.10 L3.27 L1.99 48,58 76,82
Repairs 97.00 120.55 210.85 609.05 462,35 793.09 326,25
Supplies 202.97 129.24 115.93 114.59 245,91 343,31 164.10
Advertising 41,10 76.25 65.79 bl 66 52,11 2797 75.31
Truck Zxpense 84,80 61,91 42,55 56,40 81.40 185.51 89,95
Administrative and 509.58 L5445 475,19 339.83 LB6.34 319.28 336420
Selling Expense _
TOTALS 6,268.61  6,05L.49  6,102,14  6,179.06  6,581.83 10,506.34  6,770.00
Source: Ixpense Ledgers of the Association, from 1946 through 1948.
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TABLE 28

AVERAGE SBASONAL VARIATION OF THE OPERATING EXPENSES FOR
THE PHOFOSGED MULTIPLE UNIT ASSOCIATION,
PROM 1946 THROUGH 1948

August September October November December Total
DOLLARS
Salaries and Vages 2,635.92 2,606.35 2,846.59 2,438.02 2,463.21  33,600.00
Depreciation T8L 40 802,55 805.15 . 807.95 811,05 9,397.24
Insurance and Bonds 434,80 434,80 434.80 434480 L35.14 5,186.88
Interest 1,147.86  1,147.86  1,147.86  1,147.86  1,107.86  13,774.32
Taxes 277435 R277.35 27735 277,28 277.28 3,298.75
Utilities 180,70 171,70 161.40 - 159.90 159.50 2,129,12
Telephone and Telegraph 53.00 51.86 58,43 L2.74 48,35 610.41
Repairs 466,95 267,80 162,10 L2k K5 154439 4,100.83
Supplies 154436 120,28 243.19 103.48 165.12 2,102.48
Advertising 53.12 82,41 60,56 60, 4hy 7594 715.66
Truck Ixpense 22.85 70.00 45455 17.66 The56 833.14
Administrative and 307,66 385.57 308.37 375.55 350.18 L, 648,20
Selling Expense
TOTALS 6,518.97 6,408.53 6,55'7.35 6,290.13 6,162.58  £0,397.03

Source: Lxpense Ledgers of the Association, from 1946 through 1948.

90T



107

Baldren, Hnmg o epd Schaars, Marvin A. The Feonomico of Cooperative

Javkabing,  Hew :mx:s:s HeGraw-11 Book Goux DALY , , Inc. y 1937,

Clarlk, J. Hawrlce. gbudies in the of Jverhead Costp. Chicagos
Univergity of CZ‘L,C’“’!" “Pre
In Adlowe L. Appieulbupal lorlebing. How Yorks Prenbice-lBll, Inc.,

..-9' ,:Jl »

Current Publicabions

Bollinger, Hoy f£. DFipogeial GOpeorabtions of g Group of Odlahoma Famors!

=N

Elovators .1,32%’ ~1932, Uklohona Agricultural fperiment Stablon
Bulletin Yo, 221. Stillwater, 1934.

He and Rucker, Vanee H. ﬂr’*e sine Probla

AN Rahe]
dail IR

ﬂ
U
) i\.O,JS.LE‘r Shat Co lege };u:ueamom Bey
06, ihabten, 1934

9;»,‘, I‘a“mar“' Blewtors
vice, Cireular lo.

5,

in Ronsas and

Hedges, Harold. Ooerationpg of foopex bR
n Hc:. 30. tdaslnmguon,

L{J e
Oklahona, Farm Crodit f%zﬂrainiwtraﬁiw Tulle

1939,

Hedges, Inro lr'i {”}z*f;mﬁzg sion Structuore of Fornmerg' Hlevabtors. Farn Credit
Aninlsbrotion Civeulor Hoe G115 wa,ﬁs‘mzd;uo‘.,z.g 1939,

Larzon, &dlowe L. ”Th Pixity Grodient: A Yool for Wis m Lmd Variable
Cogt Amalysic.® Jourmal of Farm Ieonpnies. Vol. 28 (August 1946).

Uopublished Honuoerdnbe
.i:]n :*‘r! ef
e, ‘:._mlloh. . An unpublished thes
techomical Collegs, ,.m.f._t.lmu“r, 1250,

the Tarnegrsg Coonorative hssociation
hegig. Uklaboma Agricultural

c"‘gi

s

-,

i
!

Hegener, Raynond
Soublestorn O
eculbural and

L. 4 Cost Apalysis of Three Cooparsiive hAsgociablons ir
J :z*ov Qe AD U Sublishod thegis. Ok l vhong, Agri-
sahand “’3 Gollege, Stlllwaber, 1951

Whitney, Howard S, 4 Sus ALy e Q_g,m the merg Cooner
‘QC_L wdon of H’a OZ.Ldzm be  bnv hed theslo.

s
“Heolbural and Mechanical Co 1163“@ Sbillsater, 1948.




108

Prinory Data

Annual Audits of the Farmers Elevetor Company of Ames, Oklahoma, From 1946
Through 19423,

Annual Audits of the Farmers Cooperative Associzblon of Bison, Oklahona,
From 19456 Through 1948. ‘

Apaual Audite of the Drmmond Go:zoc,r""lvc Elevator Cor*naqy af Drumsn{é,
Oklalhona, From 1946 Throuzh 1948

Anausl Audits of the Farmers Cooperative Elevabor Cozmny of Imo, Oklahoma,
Fron 1946 Through 1943,

Annual Avdits of the Woukonis Co-Operative Supply Company of Haukomls,
klahona, From 1946 Through 1948,

Brpense Ledgers of the Famerg Elevator L"Jompxg of Ames, Cklahomna, From
1046 f}_""‘OUf 43 191{1.:.

Dxpense Ledgers of the Farmers Cooperative Association of Bison, Oklahoma,
From 1946 Through 1948.

Expenge Lodgers of the Drumnrond Cooperative Elevator Company of Drummond,
Olslahmma, Pror*t 1946 Through 1948,

Expenpe Ledgors of the Femmers Cooperative Elevator Company of Imo, Oklahg 30
Brom 1946 Throuzh 1948, :

Emense Lodgers of the Waukomis Co~Operative Supply Company of Haukonis,
()icld,.am, From 1946 Tharough 19‘.‘“.
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