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I NTRODUCTION 

Tne success of a farmers cooperative as~ociation depends to a large 

extent upon t .1e successful an~ ef1icient operation ')f the association as 

a business unit . 'l'his success further uepend.s upon the e:fiicient use of 

the resources useo. in the operations of the organization. The associa-· 

tion must be m,;are of the costs of operation an<l, through its management 

anu Board of Directors, the means whereby t hese costs may be controlled 

in order for the association to realize maximum profits. These cost cun-

ditions dif.t'er between different t .yPes of associations . The two princi-

pal tynes of local cooperatives which operate in Oklahoma are the multiple 

unit and single unit associati·'.:ms . A multiple unit cooperative is an 

organization operating elevators in r-1ore than one community but maintain-

ing administrative heauquarters in one c01ruuunity. A single unit coopera-

tive is one oper ating one or more elevators in any one conu:1unity. This 

stu<iy deals with a group oi .singlc unit a:.;sociations . 

Purpose of Study 

The purpose of t •u.s study is to lilake a cost analysis of three single 

unit grain cooperative associations.l The associations under study are 

located in south1."lestern Oklahoma at the tovms of Rocky, !.fountain View, 

and Carnegie . Included in the analysis is a stud.y of the operating ex-

penses, t he proportion used i n t · e wheat anu siueline departxnents, how 

1 
This study is one phase 01' a project co;:;pari ng the operations of 

multiple unit associations wit h siriglc unit associations being undertaken 
by the Department oi' Agricultural 1::conomics of" Oklahoma A. and U. College . 
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the expenses vary seasonally, anc.i a fixed a.nu. variable cost analysis . A 

further analyois incluues a. oropcs ed organization vf t he t hr ee associa

tions operati ng as a multipl e unit association a.nll ttle comparative effi

ciencies of this organization as comparf;d uith t he existir~ associations. 

Method of Procedure 

The information presented in this stuc.ly is primary data obtained 

from the t.r1ree associations' audits, expense le:igers, an.i inttrviews with 

tho managers. The periou under stuuy is the crop years oi 19u6 th:rough 

191d . 

The exoonses are taken from the a :3s0ciations' aud.i ts except for a 

calculateu inte est expense which is also included in this st"i. .. d,v . The 

departmental exr)cnses are based on alloc itions obtained l'rom the 1:i.anagers. 

The seasonal ana.l.vsis was obtainea from the expense ledgt-n·s o.t t he asso

ciations. The proportion of the expenses which were fixed or variable 

are based on estimat es o ... t he probable fixity of each individual expense. 

I n t he projection or' a proposeci multipl e unit association, the pr o

posed expenses were based on t he exi sting expenses of the s ingle unit 

associations. These expenses were further anal.ysed into a pr ooosed ue

partmental analysis , seasonal analysis , and fix:Gci anc.1 variable analysis. 

The met hod of procedure in regard to each analysis is explained in 

greater cetail in the section in 1ruch the analysis occurs. 
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THE PHYSICAL AND FINANCIAL STFUC'l'URE OF THE ASSOCIATIONS 

Both the physical. and f'inancial structures of the associat ions are 

important in obtaining an overall view of the organizations before a 

cost analysis is attempted. The relative sizes of the cooperatives often 

help to explain differences in the costs of operation of them. 'ftlis sec

tion is intended to describe the associations' differences in regard to 

their physical ani financial structure. The physical structure will be 

presented in the first part of the section., while the second part will 

present the financj al structure. 

Physical Description of the Associations 

Location and Market Areas. The three associations a.re located at 

Rocky, Mountain View, and Carnegie in southwestern Oklahoma (Figure 1). 

The principal cash crop of the area is wheat. The area formerly produced 

a great deal of cotton, however much of the Jand ha.s been diverted to 

wheat production in recent years. The fact that wheat has gained in im

portance as a cash crop has a great deal to do with the availability of 

storage facilities. The land becomes more rolling and less ind.ucive to 

the production of wheat east of Rocky so that the production of other 

croDs is more prominent in the vio:i.ni ties of Mountain Vimv and Carnegie. 

The market areas of the three associati.ons overlap so that the three 

associations compose one continuous market area. The market area of each 

association rarely ext.ends farther than a.bout 15 miles from the town in 

which it is located. 
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l?acilities Available. Since the associativns are primarily wheat 

marketing organizations , they each have an elevator <'!hich composes the 

largest investment. The facilities for siaeline, traue vary consiacrably 

between t ',e associations . Rocky has two elevator structures which are 

used for both 'l'rheat and. sideline grains. They have a total capacity of 

about Lo,ooo bushels . Besiues these thev have a ncu feeuroom a.ru1 office 

building. 

Mountain View h ... s recently constructed. a new 100, 000 buahel concrete 

elevator. In acl...1ition to this they have the old structure of 20,00() bush

els which is now used principally to store siaeline grains . Mountain View 

also has a pr0u.uce station anu. 1'ceuroom. They have a gas pump, however the 

gasoline sales are negligible a.rll, the rr,asoline business actually does not 

constitute a department of the business . 

At the time of the study Carnegie had a wood-frame elevator structure 

vnich had a caoacity of apnroximatcly 30, 0:1<) bushels. Since the pcrio.:i of 

t he stuu:r they have purchased. another elevator with 30,0 X) canaci t y so that 

t he i r total capacity is now 6o, O-O bushels. Carnegie also has a 1'eed ware

•iouse, pro<.1uce station, and gasoline station. They have more facilities 

for sictcline business than d;:>es either Rocky or Uounta.in View. Carne~ie 

also maintains the n c·cessar:v trucks for ueli vering netroleum proaucts to 

the farmers . 

Commodities Handled. Besiu.es wheat 3.11 of the associations nan.ale 

sideline grains, coal, anu merchano.ise. Incluue<l in tne siueline grains 

arc grain sorghums, oats, corn anct. barley. Uost oi' the merchanct.ise con

sists of co:r:imc ccial fee-ls , however other i tcms such as poultry· remedies 

anu fertilizers are included in this category. 



Both Mountain View ami Carnegie maintain produce stations which 

handle crea,"!:, egv,s, noultry- and hides. Carnegie also has a petroleum 

department which accounts for a large s1w.re of t he si..ieli.ne business. 

The netroleum sales at iiountain View accounted for less than one tenth 

of one per cent of the total sal£s ( Tabl e 1). 

~heat sales composed the major portion of the sales of all three 

associations, however the t>roportion of total sales due to wheat. varied 

among the three associabons. Wheat accounted for 91 . 6 per cent of the 

total sales at Rocky followed by 'fountain View -..nth 79. 2 per cent ana. 

Carnegie with 70 ner cent (Table 1). The amount of wheat sales at Carnegie 

was less than was indicated by the percentage since their total sales were 

also less. 

Carnegie had the r;roatest amount of siueline sales i'ollo-;ved. by Moun

tain View an,1 Rocky in that order. 'l'he coal sales accountea for approxi

mately • 5 of one per cent of the sales at all t h ree associations. Hocky 

and Carnegie had acproxiroately the same amount of sideline grain sales 

wdch 7Tere cnnsiderably more than those at Mountain View. The merchandise 

sales also accounted for a large portion of t11e sideline sales at all 

three associations. 

The produce sales at Mountain View were more than twice the amount at 

Carnegie. The petroleu."ll sales were only neglieiblf.1 at Mountain View, hmv-

ever they 1ere the largest sicteline ite;m at Carnegie. The petroleum sales 

accounted for 12.2 per cent oi' the total sales at Carnegie. 

The market outlet for the wheat of all three associations is the 

Union Equity Cooperative 1xchan~e of tnid, Okla.ho~a. The Union Lquity is 

a feuerated. coooer-ative organizati,m, the earnings of w:iich are prorated 

to t he member associations on t :1e basis of business done vdth them. The 

siaeline grains are retailed by the associations or sold to inJependent 

grain firms over t .1e state . 



Wheat 

Coal 

Sideline Grains 

Produce 

Petroleum 

Merchandise 

Total Sidelines 

Total Sales 

TABLE 1 

AVERAGE ANNUAL SALES OF COMMODITIES FOR THE THREE ASSOCIATIONS , 
FROM 1946 THROUGH 1948* 

ROCKY MOUNTAIN VI EW CARNEGIE 

Dollars Percent Dollars Percent Dollars Percent 

648,932.38 91.6 641,094.58 79.2 473,798.30 70.0 

3.,581.68 .5 4.,445.84 .5 2,711.49 .4 

29,132.00 3.9 18,627.23 2.3 27.,812.00 4.1 

-0- 106.,278.18 13.1 50.,272.61 7.4 

-0- 242.52 .1 82,475.57 12.2 

29.,955.22 4.0 38,410.57 4.8 39,623.74 5.9 

62.,668.90 8.4 168.,064.34 20.8 202,895.41. 30.0 

747,601.28 100.0 809,158.92 100.0 676,693.71 100.0 

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

-.J 
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TI1e outlets .for the produce comr:1odi ties are local produce stations in 

the) area. The local buyers are principally from Hobart a.""\U Hinton, Okln.

homa. The i'ccd ann sunnlies are obtained from the Consumers Cooperative 

Associati 1:·t of Kansas Gity ana some local i'ims . .Most of t \1e outlets and 

sources or' supnly are overhead cooperative organizations or local firms in 

the area. 

Yinancial Description 01 the Associations 

In the financin.l description of t •te associations sll!lllnaries of the 

balance s •1ects &'1u operating statements i:rill be given. These will give 

an ind.i.cation of the :_1 , :,_int of oamine;s as well as the amount of invest

ments in the associations. 

Summary of the Associations ' Balance Sheets . !fountain View had the 

greatest amount of investment of the three associations ( Table 2). This 

was QUE to t ne largo amount of investment in the fixeo. assets uue to the 

new concrete elevator. Roe .-y was next f ollO\vca by Carnegie . Carnegie's 

investment was low because the book value oi' the elevator there had o.e

PI"eciated out. The remaining assets .,ere anoroximatcly the sar:1e amount 

at t he three associations . 

Mountain View also had the largest amount or liabilities, both cur 

rent and fixed. They were thE: only association which had. any fixect lia

bilities and this was u.ue to an outstanding mortgage on the concrete 

structure of ?30,000 in 1946, and $16,000 in 19h7 (Table 2). The mort

gage was liquidated by 1948. The current liabilities were larger due to 

the holding of patronage dividends as a liability account until the mort

gage was clearect. The total liabilities at Carnegie were about one fourth 

larger than those at Rocky . 



TABLE 2 

AVERAGE ANNUAL BALANCE SHEETS FOR THE THREE ASSOCIATIONS, 
. FROM 1946 THROUGH 1948* 

ROCKY MOUNTAIN VIEW CARNEGIE 

Dollars Percent Dollars Percent Dollars Percent 

Current Assets 35,980.43 42.09 33,287.40 25.28 37,614.95 50.54 
Other Assets 14,296.97 16.72 12,768.38 9.70 16,350.96 21.96 
Fixed Assets 35,216.52 41.19 85,590.94 65.02 20,466.54 27.50 

TOTAL ASSETS 85,493.92 100.00 131,646.72 100.00 74,432.45 100.00 

Current Liabilities 1,,519.o6 18.15 33,601.81 25.52 21,668.41 29.11 
Fixed Liabilities -0- 15,3.33 • .33 11.65 -0-

TOTAL LIAB!LI?IES 15,519.o6 18.15 48,935.14 37.17 21,668.41 29.11 

Capital Stock 1,,166.67 17.74 55,016.90 41.79 30,079.30 40.41 
Other Equities 31,743.70 37.13 5,720.59 4.35 12, 707..51 17.07 
Surplus 23,064.49 26.98 21,974.09 16.69 9,977.23 13.41 

TOTAL NET WORTH 69,974.86 81.85 82,711.58 62.83 52,764.04 70.89 

TOTAL LIABILITIES AND 85,493.92 100.00 131,646.72 100.00 74,432.45 100.00 
NET WORTH 

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

'-0 
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The net -r.orth or the association v1a.s the largest at !fountain View 

followe--i by Rocky anu Carnegie in that order. Capi ta.l stock composes t '1e 

lar~est s,are of the net w0rth at Mountain View ano Carnegie while at 

Rocky t he other equities were the larGost. The other equities C'.>nsist of 

earnings ;¥hich are retained by the local associations for operating and 

ex:pa.nsion nurposes and are allocated to t~e individual farmer nembers . 

These earnin~s originate t <tt-ough the operations or the local associations 

anu t :1rour,h J.ivia.enas received from the overhead. orga..'1izations, prii:i.arily 

the Union b.qui ty. 1'his amount was considerably lovrer at both Mount ain 

View ~mu. Carnegie . Rocky an,1 Mountain View both had large surplus ac

counts, \nich at Fiocky was l ess t han onc-hr!lf oi either of the other as

sociations. 

The situation vnich this s ur...:ma.ry presents is that Mountain View was 

the largest association as rrnll as the one with t '1e greatest amount of 

net .rorth . Much of t rnir assets are not liquia., since they have t he large 

investment in the concrete elevator . They a.r8 f ollowed i n both of these 

respects by Rocky and Carnegie, in that order. 

Summary of the Associations' Operating Statements . The operating 

statements are a further means of ;i1easuring both the r ol ati ve sizes and 

efficiencies of the a.ssociat:i.on. The net earnings are of Drimar.r interest 

in t he operatin1,; state-.u1ent . Ti1ey were the largest at hocky averaging 

~122 , 3l,o .10 for the three years (Table 3). They were followed by Mountain 

Vievf wit'1 ~13,519.61 anu. Carnegie with \l'l0,223. 06. These will later be 

broken a.own by departments in the section on departmental anal ysis. 

Mountain VieYF showed. the greatest amount of sales with an average 

Ve arly sales figure of ~.-809,158 . 92 followed by Rocky with !;;7h7,&>l. 28 

and Carnegie with , 676, 693.71 (Table 31 • The sales do not present a true 

picture of the volume of business because the siaeline commodities have 



T Aill,I:~ 5 

AVEP,.AG"i:.: A.t'l'NUtL OPZEATING STATEAE:N'rs FOR 
'l'T"T.' Tm.r·T;" ~ ~s"CIATI(iN~ PR(''·M 19Llr' 'r'IP"-U•''F 19~-s~'f-J. -1-.LU 4.~l.-J..U £l\.,.i u V V ' -L.... -U l u..., \.t.: . .i. - -

ROCKY nf'JUNT AIN VI ZW CAIDr2GI£ 

DolLrs ?e:·ccnt Doll :cs :'c:rcent .-::-011.:..:rs P ::rcont 

Sales 747, 601.28 100.00 809 ,153 .92 100 . 00 f37o , C95. 71 100 . 00 

Cost of Sales 718 ,195 . 21 96 . 07 781, l G0.13 96.5'1 655 , 605 .25 93 . 95 

Other Opera.ting I ncome 5, 889 .03 . 52 G, 1l 75. 20 .so 4. , 124 . 89 , 61 

Gross Earnings 55,297 .10 4: . L15 34, 4'73 . 99 1L2G 45, 215,3~, ,.... .~ .... 
U , "-;,:) 

::::;A.rpen ses 19 , G0 2 , 80 2 , 62 25 , 549 . 70 3,55 '3? , 59 3 . G5 ;.-, . 03 

Operating :Sarnings 15, 694 . 30 1. 83 : , 924 . 29 ,7'5 7, 21 ,3 . 72 1.1::; 

Other Ji.deli tions 10 , 546 . 67 1.58 9 , 878 . 05 1.22 5,952.74 .ss 

Other Deductions 1, 702 , 87 . 25 2, 282, 07 • 28 5, 526. 40 • 52 

Net 2ar'l'.linc-.:s 22, 340 . 10 2 , 99 Hi , 519, G7 1 . 07 10,225.06 l. bl 

* sourc e : Annual Audits of t 1 .. G Associations, :'rom 19!',G tlu·ou ·h 19°13. 

~ 
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a larger gross nargin and also more expense is requirea fGr them. Carnegie 

haa more sideline business than either of the other associations anu even 

t hough their sales were S!'llaller, their outla;r of expens0 was larger . The 

larger margin on siuelines can be further exemplified by the grQSS earn

ings. These ,.er e thEc l ar gest at Carnegie although oore expensb offset this. 

The gross earnings were anproximately the s ame at both Rocky a.nu. :rountain 

View. 

This summary of tho operating statements indicatoa that Rocky and 

Mountain View did more busi,1css al t hough much of the husiness at Carnegie 

was t.rne to s:luelines anc. therefore their gross earninfJ;s and expenses were 

l arger resulting in a smaller ru;::ount of net earnings. 



Tllli UPl:. RATil'lG EXPl'.NSbS OF Tilt. iSCOCIA.TIONS 

The operating expenses are t hose incurred in the annual operation 

of the associations . Before these exf}enses are analyzeu in tho later 

sections, a description of them will give a background of their nature 

and variations. 'l'his section will gi ~ ,, a description of the operating 

expenses, how each association's expenses varied between years , a.."ld how 

the expenses varied between associations . 

Typos of Expenses 

Salary and \Vag'e l!.xpense. The salary anu wage expense was the 

largest oi' the operating expenses, amountinr, to Lt.9 .5 per cent of the 

total expenses for the three associations over the three year period 

(Table h). Included in this cost are all salaries, wages, bonuses, and 

repair labor. Since this expense accounts for such a large proportion 

of the total expenses, the control of it has a great deal of effect in 

an association's operating ef1'iciency. 

The proportion of the exoenses which are accounted for by labor would 

be more in a period of high prices tha.~ would certain of the other expen

ses, which remain relatively constant over long periods oi' time. V,e held 

such a perioa from 19L6 to 1948 so that this expense maJ constitute a 

larger share of the total expense in this study than would he the case if 

this stud_y were made in a period of lower prices. Salaries and ~ages 

would nevertheless be the largest expense in an association of this type. 



TABU. 4 

CiJMBINhU A.VE;Rfi.GE P,.NNUAL OPhRA'l'nlG EXPENSES 
FOR THE T illEE ASSOCIATION'S, FROM 

1946 THROuGH 19h8-:-.-

Operating Expense Dollars 

Salary and Wage Expense lh,ll7.9h 

Physical Facility l!.xpenses 4, 8h7 -39 
Depreciation 2,111.31 
Insurance and Bonds 1,511.65 
'I axes 1,224.hJ 

Interest l!Jcpense 3,268 .23 

Other Expenses 6,282 .82 
Utilities 1,052.92 
Telephone and Telegraph 242.20 
Hep airs 9h6.lc3 
Supplies 1,115.15 
A<.1vertising 296. 77 
Truck bcpense :·7L..SS 
Administrative and 1,755.05 

Se lline; Expense 

Percent 

49 .5 

11.0 
7.L 
5.3 
4.3 

11.s 

22.0 
3.7 

.8 
3.3 
3.9 
1.0 
3.1 
6 .2 

Total Lxpenses 28,516.38 · 100.0 

14 

*source: Annual Audits of the Associations h ·0 ;;.1 1946 through 
194U. 



Physical Facility Expenses . The secona group of expE,nses is one 

that remains relatively constant over long periods of time. This cate

gory is the physical facility expenses and includes depreciation, insur

ance., and truces. They constituteJ 17 per cent 01· the total expenses 

( 'I'able 4). 

Depreciation was the largest expense item oi this group composing 

7.4 per cent of the total expenses. This is not an out-of- pocket cost 

that must be paid each year, however it must be considered in the annual 

operating exnenses because of depletion of the fixed facilities which 

eventually must be replaced. This is accomplished by dividing the cost 

of each asset by its estimated life and apportioning that share to the 

annual exnenses. The cost of nepreciation tends to remain constant each 

vear so that it will constitute a smaller percentage of the total expenses 

in those years that the other expenses rise such as the situation which 

ex:istec.i i'rom 1946 to 1948 . If prices go down in future years this cost 

i,~11 possibly constitute a larger share of the total costs. The elevator 

anu machinery depreciation usually involves the largest amount of the 

total depreciation expense . 

Insurance and bonds accounted for 5.3 per cent or the total expenses. 

The largest amo,;nts of insurance expense occur on the elevators, inven

tories, and trucks . '1.'he insurance policies on inventories arc usually 

blanket policies ,·i'1ich cover apnroximately the average inventory. Includ

ed in the coverage is any member's wheat which may be in storage vri. th the 

association. 

The bonds are principally manaeors ' bonds and warehouse bonds. The 

associations usually require their managers to be bonded . The government 

requires a warehouse bond on elevators which store wheat under the govern

ment loan program . 
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Taxes averaged L. 3 per cent of the total operating expenses. The 

largest taxes were t:1e advalorem truces on the land, facilities, and in

ventories. Another large portion of the taxes were t:1e payroll or social 

security truces which are paid according to the wages paid. 

Income taxes anu sales truces were excluded from the operating ex

penses. I ncome truces are based on the net earnings of a business at the 

close oi' the year. They therefore should not be included in the operat

ing expenses since the expenses are deducted before the net earnings are 

determined. Both Mountain View and Carnegie are .etempt from the payment 

of income truces althOUf')l Rocky is not. Sales taxes also were excluaed 

from the operating expenses . These taxes are collected h-f the associa

tions on merchandise sales and are later paid to the government. The 

associations are only intermediate agencies in the payment of sales taxes 

by the co11SUm.ers and therefore this tax is not an operating expense. Any 

sales tax or use tax paid by the associations on materials for their own 

use was included. in the tax expense . 

Calculated Interest Expense. In this study a calculated interest 

expense is considered. This cost usually is not included in the opera

ting expenses . It hov,ever should be considered since the capital invest

ed in the association coulJ t e used for other purposes . The capital used 

in any business shoulti be charged a rate of interest as an opportunity 

cost although it usually is not a cash expenditure . If the capital were 

not used in the business it coulu earn a return in so!ne other investment . 

The value of the use of the capital is considered as an operating expense. 

The calculated interest constituted 11 . 5 per cent of t~e total operating 

expenses (Table 4). 
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'Ihe assets of the associa~ion were used to arrive at a cost of in

terest. These assets were separated into the three classes of capital 

upon which the Bank for Cooperatives base their loans . These classes 

are facility, operating, and comm.odi ty capital . The 1-.:,. ,. . of' interest 

applied to facility loans is currentl y four per cent . These are long 

tet'Ill loans used for the construction of permanent assets . The rat e for 

operating capital is three per cent, beinr, used for short peri ods in the 

operation of the business . The corumodi tv l oan r;;,.te is 2. 2.5 per cent, 

being anplied to ca .... ital that is invested in inventories . 

After the prevailing rates are apnlied to the various trpes of capi

tal, an interest cost is detcrmineu. Any interest uhich was actually 

paid by the association was uisregarued . The interest cost may appear 

to be too large but neverthel ess it sh01 ld. be considered as an opportu

nity cost of doing business . 

Other Expenses . The renaining expenses constituted 22 per cent of 

the total operating expenses (Table l.i). The largest port:i.on of t ',ese 

were composed of utilities, repairs, supplies, truck expense, and the 

administrative and selling expense . Of less significance to the total 

expense were the telephone anu telegraph ex-pense and advertising. These 

expenses tend to fluctuate as t'.1e annual business or' the associations 

fluctuate . The percentage range of these items to the total operating 

expenses i:.as .a of one per cent to 6. 2 per cent . 

The uti lities is largely power used for thc:: feed mills mu other 

mac:ri.nery used in the elevator operations. The repairs include all re

pai rs to machi nery, buil dings, anu any other facilities except £or truck 

repairs which 1,rere considered as true"!( expense . Truck mai nt ena...TJ.ce com

posed the remainder of the truck expense. The supplies were l argely 

office SUp".)lies although some elevat or supplies are also required. 
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Although the telephone an_ telegraDh expense is small it is impor

tant in obtaining daily market quotations a.rui in buying a.n.a selling grain, 

especially in the fast-moving harvest period. Adv~rtising accounteu for 

only one per cent of tho total expenses. Tho associations uo not au.ver

tise a great deal however they have a small amount o.:i: local au.vertising. 

':'he fact that the members usually t 1 ,.-. . .:, -rd th their association uecreases 

the need for a.dvertisin;; to a certain extent. 

Tho administrative and selling expense was the largest item oJ this 

group coL.iposing 6.2 per cent of the total expenses. This is a group of 

expenses which arc incurred in the administrative and selling ODerations 

of the cusir.ess. Among the more ir.Jportant i te:as which are included are 

director 1 s fees, auditing anu legal exuense, loss on bad debts, rentals 

and miscellaneous expense. This expense contains a group ::if i tcms .-nich 

are of little signiiicance to the total expenses although some of them 

are ir:...portant. Because of t neir ,.ilar natu.re in riiany respects they 

were combinE:d for the sake of brevity. 

Variations of Yearly Expenses by Associations 

This section will deal with the manner in w:u.ch the expenses varied 

in each association from year to year. There was a general increase in 

total operating expenses fr0tn 1946-48 at all three associations. This 

was due primarily to two conditions; first, the business at all of' the 

stations increased during the period and second, the general price level 

increased causing an increase in the cost of certain items of expense . 

The total expense in 1948 was 25 per cent more t :1an those of 19L6. The 

increase was rather constant between the associations, however the in

dividual expense items differed. in the increase. Each association vdll 

be observed separately in observing the variations of yearly expenses. 
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Rocq. TherH was an increase in the tot.al expenses at Rocky which 

was brought about by the construction of new assets ~lus a slight in

crease in some of the other items. 'fhc total expenses increased by 24 

per cent frori 1946 to 1941 (Table 5). Salaries anu wages incrGased in 

amount, ho1rnvt1~ the ner cent of the total 0xpcnscs Vihich they coc:1posE:d 

,iecroaseu. from 4l,. 5 ner cent to 41. t per cent. This was uue to :m in

crease in the total expenses that was proportionatelv larger th;m the 

increase in snJ.aries anii ,-:ages . 

The greatest expense increase at Rocky wc1.s in the physical facility 

expense ·Nhic!'l wa::; 6S per cent greater in 1948 t han it was in 19h6. This 

increase vras Jue tJ t,w construction of a UC',, office anu fe0dr00m in 

1947 whic't increased uepreciation, insurance and advalorem taxes. The 

physical facility c-;q:.enses composed 20. 4 per cent of the total expenses 

in 1946, 2h.7 in 19L7, and 27.0 per cent in 1948. 

The calculated interest expense incroased at Hocky over the three 

years vmich al·w w.is due to t:1e new construction i\hich increased the 

fixed capital. In 1946 interest accounteJ fur ll. 7 per cent of the total 

expenses, una bf 19L8 it had increased to an amount equal to 16.2 per 

cent of the total expenses . 

Uost of tlw other expenses remained fairly constant ovt..r the period, 

however s;.>':l e of' them sh0wod a slig;.tit decline oi' which t,.e a.cim..Lnistrative 

and selling expense ,ias the most prominent.. This decline was due to an 

abnormal expense in 1946 of yardwork which did not reoccur. 

Mountain View. 'I'he operating expenses at Mountain Vief< increased 

by 24.7 per cent over the three years. Almost the entire increase was 

accounted for bv increased labor cost and an incrcaSfJ in physfoal facil

ity expense. The;-r were both a result of the construction of the m .. >w 

elevator. The new elevator permitted more business to be accommodated 



TABL~ 5 

ANNUAL C?.:::R'.TINC a1)l:J{S.SS ?CR 
Tiffi: FAR..lltt'.:'.:RS COO?..:;RJcTI VE C',RAIN AND SU-f,'LY CCM?t.NY-! INC. 

OF RCCKY, CKL_· L{,.MA, .FR.):M 194G TEf:C UGII 1943 

Sal ari e s : nd Yfr:.ecs 
De~J1·eciaticn 
I nsurc.-cnce a.nd Bonc~s 
Interest 
Te.xes 
Utilities 
Tel ephone and Telegraph 
Repai rs 
Suppl ies 
Advertising 
Truck E:q,ense 
Administrative and Selling Expense 

TOTALJ 

1946 

Dollars 

7, 628 . 38 
1 , 744.80 
1,059 .18 
2, 014 .96 

G91, 55 
876. 64 
139, 23 
702 . 04 
219 . 26 
107 . 00 
224 .10 

1 , 745.04 

17,150 . 58 

1947 
Pcrccmt Dollars 

44 . 5 2,{48 .71 
10. 2 2, 461.04 

6 . 2 1,072 . 48 
11. 7 3, 04ti . 44 

4 . 0 1,491.55 
5.1 925 . 65 

. 8 1 54 . 65 
4.1 697. 75 
1.5 401 . 46 

. 6 279 ,19 
1.5 224 . 55 

10 . 2 l ,1·1.5 .22 

100 . 00 2C , 527 . ,~ 5 

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

Perc ent 

41. 6 
12.1 

5. 5 
1 5. 0 

7. 3 
' ,-

!;;; • ;J 

. 7 
5. 4 
2.0 
1.4 
1.1 
G . 'J 

100 . 00 

1948 

Loll a rs Perc ent 

8, 254 .53 41.4 
3,ll9.37 14. G 
1,127.45 5. 3 
3, 451.16 l G. 2 
1 , 523. 61 7 ,1 

845 ,13 LL O 
13': . 29 • (1 

314 . 88 2. 9 
309 . 40 1 ,. 

' V 

92. 42 . 4 
107.94 . 5 

1, 166 . 42 5. E 

21, 550 . 40 100 . 00 

t3 
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since the capacity was increas~a from 20, 0 ' 0 bushels to 120 , 000 bushels. 

The nmv business which they were able to obtain increased t :ie labor 

costs from $11,673. 4S in 1946 to ~16, 016. 75 in 1948, or an increase of 

37 per cent ( '.!.'able 6). The new structure als0 increased. the ohysical 

fad lity an:i interest exnenses over t he three :rears. 

The other exnenses, ff,-cept the ao:'linistrati ve and s elling expenses, 

increased slightly over t he period. The administrative and. selling ex

penses declined. in 1948 to ab-)Ut one-h:i.lf its 19L.6 value . 'l'his was due 

to a l,:n.•r,e decrea:.;0 in hauling, loss on bad uebts, ,md lugal expense. 

Carnegie. 'fhc total expenses at Carnegie incre:iStiiJ. 2.5 . 8 per cent 

over the threB years ( Tabla 7). This \'fas acconplis 'ie<.l bJ a general in-

crease in salary and wages , physical facility expense, .,i interest ex-

pense. The value of these expenses increased ho....-rever the percentages 

which t hey constituted of tne total did not signify the full increase .. 

This wn.s J.ue to a larger increase in t >1e total expenses . This large in

crease in the total expenses was hr,)Ught about by a large increase in the 

administrative and selling ex1Jcnse. 

The increase in admi.nistratlve and selling expense was largely ac

counted for b:r &'1 increase in loss on bad debts and additional legal ex

pense. The administrative anu selling expense increased from t l,149 .92 

in 19h6 to $6,21.h.02 in 191!8 . 

Variations of fucpcnses Between Associations 

The amount of sideline business of an association determines to a 

large uegree the amount of' expenses that are incurred. A comparison of 

the average expenses i'or each association with the average expenses for 

the three associations exemplifies this fact . Rocky 1s expenses were 68. 7 

per cent as much as the average exnenses for all of the associations . 



TABLE 6 

ANNU,I\L C.1? ?.tTING £XP3NSE3 FOR THE FAm.1.ERS CCO?EE.:'.'.::'IV1 AC\SCGI!.TI.:m 
OF MOUNTJ'I:N VIEW, OKLAJOMA, FR.CM 194G TEP..C UGH 1948* 

1946 194:7 

Doll2.rs Percent Dollars Percent 

SaL :ries ·~nd W2,zes 11, 675 . 45 46 . 2 14, 515. 95 49 . 6 
Depreciation 1 , 417 .15 5 . 6 2,260 .57 '7. 3 
I nsurance and Bonds 1 , 475.28 5 Q • G 1,708 .17 5.9 
Interest 4, 605 .71 1 8 . 2 4 , Gl5,78 16.0 
Taxes 1 , 052.91 4 .1 1 ,157. 56 3.9 
Utilities 977.71 5.9 85,3 .45 5. 0 
Telephone and Telegraph 52l. 50 1.3 540.15 1. 2 
Repairs 1 ,191.24 4 .7 1 , 096 , 51 5. 8 
Suppl ies 1 , 002.65 4 . 0 964.74 5.4 
Advertising 118.40 e5 230. 25 1.0 
Truck Expense 256, 24 . 9 482 , 26 1.7 
Administrative and Selling Expense 1 , 227,4:3 4 . 2 781. 2G 2, 7 

TOTflLS 25, 279.45 100 .0 28 , 834 ,51 100 . 0 

* SouTce: Annual Audits of the Asscciations , from 1946 t.1:rc,ugh 1948. 

1g4e 

Dells rs 

16, 013.75 
2, ~39 . GS 
1 , 554. 29 
4, 358 ,84 
1, 487 .25 

948 .91 
399 . 47 

1 , 524.70 
1 , 508 .94 

1 59. 27 
195, 07 
G65,71 

51, 555 . 55 

Porcent 
-

uO . ;3 
7.7 
4.9 

13.4 
4.7 
3.0 
1.5 
,~ . 8 
4.2 

C' . ,) 
. 6 

2.1 

100. 0 

ro 
ro 



Stlaries and. i>,ges 
Depreciation 
Insurance and Bonds 
I nterest 
Taxes 
Utilities 
Tel ephone and Tel egraph 
Repairs 
Supplies 
Adverti sing 
Truck Expense 

TABLE '7 

:'.NNU.AL GP.2RA1'I NG LT.2=::Jt3i:.:S FCR 
'.I' !IS .F1'.fiM.SR3 CGOPERATIVI:. MILL AT-!D ELI}JATOR A230CLCICN 

OF CAfilE~GIE, OKLA;-IOMA, FROM 194G TH?..GUGH 19,;,g* 

1946 194.7 

Doll::rs Percznt Dollc;.rs Percent 

18, 709. 80 56. 7 19, 723 . 82 52, 3 
1 , 649 . 95 5.0 1,955 .14 5. 2 
1, 542. 59 4 .1 1 , 991.93 5. 3 
2, 004 . 51 6.1 2, 265 . 79 6 , 0 

399 . 29 2. 7 1 , 425 . 75 3 , 8 
1,202. 41 3. 6 1, 456 .95 5.9 

229 , 41 , 7 190 . 65 . 5 
884 , 36 2. 7 1 , 243 .05 3. 5 

1 , 455 . 62 4. 4 5, 366 . 84 8 , 9 
324 ,18 1.0 522, 72 1.4 

2, 532 , 21 7 , 7 2, 456 . 44 6 . 5 
Administr at i ve and Selling Expense 1,749 . 92 5. 5 1 ,102. 42 2.9 

TOTALS 52 , 985 . 85 100 .0 57,702 . 48 100 . 0 

* Source: Annual Audits of the As sociation, from 1946 through 1948 , 

1948 

Dollars 

21 , 713 , 22 
l , 9S6 , 33 
2, 295 , 71 
2, 556.10 
1 , 530 , 97 
1 , 588. 46 

286 . 66 
555 . 51 

1, 007 . 47 
737, 56 

1, 415,63 
6, 214. 02 

4l , 505 . G4 

Percent 

52,5 
•": ,7 
r.: .-u . ;_ 
G ? . .... 
5 ,2 
5,4 

. 7 
1. 3 
2. 4 
1.9 
5.4 

15. 8 

100. 0 

Iv 
D< 
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A.t Mountain View they 1Yere 100. l per cent followeu by Carner-:ie with 

131.1 per c"nt . As mentioned be1'01~e, this was also the increase in the 

a.mount of siJeline business .. 2 These percentages illustrate that t,ountain 

View is about the average for the three associations, Eock.y with fewer 

ai1u Carnegie wit11 mor-e sidelines. The variations or: the expenses will be 

considered in the four categories which were previously mentioned. 

Comparison of Salary and. Wage l!.xpense. The salary· anJ. wage expense 

increases with an increase in sideline business. This was t ne largest of 

the operating expenses at all three associations. It accounted for h2.4 

per cent of t he total exptnses at Rocky, 49 per cent at .Mountain View 

and 53.6 per cent at Carnegie (Table 8) . The dollar value of t.his ex

pense wit h nore sidelines was greater t han t he percentages incticate. 

This occurred because the total expenses also increased ,Yith more siue

lines, having a tenuencv to offset somewhat the percentage increase. 

Comparison uf Physical Facility E.xpenses . 'fhe fixea f , ci.lity ex

pense compost-:u a larger share oi' the total expenses with the D.ssociations 

having J.·cwtr siu.elines. This is cme to two things; l'i.cst, t he greatest 

amount of facilities are r equired for w,1eat trade anu secon.u, t here is a 

smaller a.nount of total expenses with fewer siuulines causing t he s ame 

a;1ount to repr esent a larger perc entage oi' this total. 'l'he cost o.t' <ie

preciation had a great deal of in.d ... ,c.:tce with this expense. It was the 

highest at Rocky because they hai..1 two elevators r;hich uepreciated at a,. 

annual rate of 5 per cent. Although the ., . .v -:stment in the concrete ele

vator at Mountain View vms greater, the rate 01 deprt:lciation was only 2 

per- cent annually due to the longer estimated life of this typo of 

structure. The book value of the elevator at Carnegie haa already been 

2 
Ci' • ante • page (5 • 
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AYER;.GE .ANNU;L OPERATING EXPENSEe FOR 
TiE TERSE AS.SOCH .TION3 , fliGM 1946 THROUGH 1948* 

Sal aries and Wages 
Deprec i at ion 
I nsuranc e and Bonds 
Interest 
Taxe s 
Utilities 
Telephotte and Tel egr q Jh 
Repairs 
Supplies 
Advertisin g 
Truck :Sxpen :3e 
Admini st rdive md Sal l ing 

:Srpen se 

TOT!.LS 

* 

RCCKY 

DolL:.r s P:2rc ent 

8 , 303 . 80 42 .4 
2, 441.74 1 2 , 5 
1 , 036. 37 i:: t:: ..., . .., 
2 , 837 , 19 14 . 5 
1 , 235 . 44 6 , 3 

881. 30 L} • 5 
137. 39 , 7 
671. 75 3. 4 
318 .. 04 1.6 
159 . 54 . 8 
l 85 . 52 . 9 

1 , 352 , 22 6 . 3 

19 , 602 , 80 100 .0 

IDUNT 1"...IN VET ·--·---
DolL,rs Percent 

1 4 , 001.08 49 . 0 
2, 059 . 06 '1 . 1 
1 , 57 2. 58 r- ,-

0 , 0 

4 , 69 2 , 73 16 . 4 
1 , 219, 1 7 4 , 5 

927, 69 3. 3 
355. 63 1.2 

1 , 270 . 32 4 . t, 
1 , 032,10 5 , 8 

185. 97 , 7 
304 , 02 1.1 
890 , .so 3 ,1 

;~8 , 549 . 70 100 . 0 

Sourc e : Armu:,::._ bufilts of t :,.0 :.ssoci .s..tion s , i'r0m 19,~G t brougl: 1943 . 

C!:PJ!EGIB 

Doll c,.rs Percent 

20 , 048 . 94 . 55. 6 
1 , 853 .15 4_. 9 
1 , 876. 01 5.0 
2, :274 . 75 6 .1 
1 , 218 , 67 5 , 3 
1 , 549 . 27 3. 6 

;.Z35. 57 ,-. 
; ... .l 

89 S , 9 7 2 • . 4 
1 , 943, 31 . 5. 2 

544 . 82 1, ::.i 

2,134 . J 9 5.7 
3, 022 .1 2 ., 1 :.~ . -

3'7 , 39G. 65 100 . 0 

M 
Vi 
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fully depreciated anu this consiaerably reduced t he cost of depreciation 

at that association. 

Corrroarison of Interest Expense. The interest exnense accounted for 

14.S per cent of t!1e total expenses at Rocky, 16.L. per cent at V.ountain 

View and 6.1 ncr cent at Carnegie. This e:xnense was similar to the 

physical facility expense at the three associations in the manner in 

wM.ch it varied bt:tween a ::rnociations ho.vine; Va!"Jing amounts of sidelines. 

The interest nas hir)ler at ~ountain VicVf due to tne large amount of fixed 

assets a.nu operating cani ta.l on hand. 

Comparison of Other Expenses. The rema:i.nin~ e:xpenses averaged 18 .8 

per cent of the total ex·~enses at Rocl:::y, 17. 7 rier cent at Mountain View 

and 27.1 ner cent at Carnegie ('!'able 8). The administrative and selling 

e:xpense co·--posed the largest share of this itan at Rocky a...ric1 Carner;ie. 

This .vas due to the large amount of miscellaneous exponses whicb. increased 

this amount. The sideline business '1t. Carnegj e cause,i an increase in 

truck expen~~e an,1 a f e\v of the other exnensos. ·rhe remaining i.tems we1~e 

::.bout the same ~r0portion between the associ.:i.tions. 
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AN ANALYSIS UF TilE DEPARTMENTAL EXPENSES 

The three associations in this study 1vere established primarily for 

t he purpose of marketing wheat. Since the associations have been organ

ized., other departments have been added so that now a great deal of their 

business is from sidelines although wheat marketing remains the principal 

function of the associations. 

It would be advantageous to make the study with each sideline de

partment separated, however the associations do not have a cost account

ing system aTJ.ci arry method that coulo. be used in this analysis would be 

inaccurate because of the incomplete infonnation. To simplify t he study 

the sideline departments were combineo. so t i1at the departmental analysis 

is a comparison of wheat and sideline expenses. 

This section deals vii th the departmental expenses anu. a brief analy

sis of the operating statements for both wheat and sidelines. It was 

necessarv to arrive at a means of allocat ing the expenses between the 

depa.i:tments. Some expenses are easily distinguishable as to whether they 

are incurred in wheat or sideline ope1·>;;1tion.s. Others are not and as a 

result the manager's estimates were largely used. The manager of each 

association is probably in the best position to make these estimates . He 

is familiar m. th the operations and usually knows approximately what poi

tion of' each expense is incurroo in wheat or sideline transactions. 

Wheat Department 

Expenses for Wheat. The wheat expenses were the largest at Moun

tain View vdth $14,497 .07, followed by Rocky with $11, 239. 50 and Carnegie 
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with :;iB,1.40.21 (Table 9). The wheat expenses were larger at Mountain 

View since they handled the largest vol'I.Ulle of wheat a.na. h.~,d the largest 

investment in viheat facilities . Rocky had almost as much volume, how-

ever their investment was not as large . Carnegie had the smallest 

volume as well as the least investment in an elevator. There was 57.3 

per cent of the total expenses allocated to wheat at Rocky, so.8 per 
I 

cent at Mountain View, and 21. 8 per cent at Carnegie. These percentages 

are directly related to the pro-portion oi' the total sales due to wheat. 

Although Mountain View handl ed more wheat t~1an Rocky, they also handled 

more sidelines which decreased the proportion of wheat sales to total 

sales. 

Salaries and wages accounted for 33.9 per cent of the wheat expenses 

at Rocky, 39.3 per cent at Mountain View and S2. 5 per cent at Carnegie 

(Table 9) . This expense com.posed. t.rie major portion of the wheat expenses 

since a large amount of labor is requir ed in the unloading, hand.ling, 

and loading operations of the wheat business.. A large amount of labor is 

required during harvest to accommodate the wheat t rade as well as some 

adui.tional labor required to turn and load wheat in t he period following 

harvest. The principal cause for t his expense to compose such a large 

share of the total wheat expenses at Carnegie is due primarily to the 

fact that their physical facility expenses virere smaller as well as the 

possibility that less efficiency existed vrith that organization. 

The physical facility expenses composed 28. 7 per cent of the total 

expenses at Rocky, 22. 4 per cent at Mountain View, and 12.1 per cent at 

Carnegie. Although the percentage is smaller at I.fountain View than at 

Rocky, approximately the same amount of this expense was incurred at both 

organizations. The larger total nheat expenses caused the percentage to 

be smaller at Mountain View. This group of expenses totaled $3,222.37 
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TfB[.,,_: 9 

?OCKY iiD Dl\TT AJ. N 'JI;;,, CAEN:;c;r:: 

TOI'r.L -nm.AT 9ID.::.LINES TOT !1L ~·.;.1 r~.::r T SIDELINES TCTJ,L WHEAT SIDELINES 
--:~ ):N ?~:~ Do11··~1 .. :~.: Percent Doll.r::.; P=::rcent E?.~"J '.·:~1'TS~ De lln.r~r, Percunt Dollars Pe:ccent EXP:'.2EE Dollru·s Percent Dcllnrs Percent 

Salaries and 7[.~J,,..((:!S 8,505.30 5, ]15. 6t1 )35.9 Ll J tl9Q .12 53.7 14,001.03 t'i,G93.G5 39.5 3,507.25 G9.l 20,048.94. !~, 277 .99 f~,2. ~. lS, '770. 9 \S :~,3.9 

Deprecia ti.Jn 2,·'141. 74 1,7011:.02 15.2 '73G.82 8.8 2,039.0G 1,277.03 ~). 8 762.05 E,.4 1, <·3.15 37::·: .C12 ,. .. ,. 1, .\7:::.ll n • ~i:. 41 :.J . " 
Insurance and B0nc!.s 1,086.57 Sl·:1. 78 7.2 271. ::;g 3.2 l,C72.SG 1,173.'38 3.1 392. '70 2. :J 1, 27 S. Cll 51:.:,.13 3.9 l,Ui0.88 :.:. B 

~n-ter:ost 2,857.19 2,032.37 12.1 ()04.82 9.6 4,GG:2.78 3,301. Li2 25.( 1,501.26 9.5 2,274.75 700.08 g. (3 1, :~711. cc: 5.4 

T a:,:-e~~ 1,235.44 702.67 6.5 S52.77 6.4 1,219.17 7:3D. ;:,:J ·- r-:.;, . ~' 1~29. 79 3.1 l,213.G7 2c::9.oa 3.6 929. S9 B.2 

Utili ti% 881.80 3;·,;? .• 72 3.1 5~:9 .08 G.5 927. 69 I~;:;:;. Gl 5.8 371.08 ,; ,_""l 

{ .... ·~i 1,549.27 2G9 .35 5.5 1,079.42 5.7 

Telephone and TelesTaph 157 .39 80.22 .7 S7.17 .7 5;.:.3. SE> 500.00 2.1 53.65 .4 25:;. 57 145.75 1.8 91.82 .3 

Repairs 671.75 535.88 5.0 335.87 ,1.0 1,270.82 3:n.2:.:, 2.6 889.57 6.3 89S.97 627.18 7.7 268.79 .9 

Supplies 510.04 l[S5.02 1.4 155.02 1.9 1,092.10 327.63 ~:.2 764.47 £.4 1,945.51 194.55 2.4 1, 74:3.9?- G.O 

Advertisinc 159.54 151.70 1.2 27 .84 • 5 185.97 37.19 .3 14~3. ?8 1.1 544.82 :~~4. 4,3 .7 49·).54 . 1.7 

Truck K;,;pense 185.52 17.99 .1 167 .53 2.0 c.04.02 -0- -:J- ::-0,1.02 ::. 2 2,154.09 -0- -0- 2,134.09 7.5 

Administrative and 1,555.22 1,097.55 9.8 2S4.67 3.1 390.SG ;;G2. 75 3.9 323 .05 2.5 5,022.12 390.52 10.9 2,151.90 7.3 
Selling Expense 

TOTflLS 19,602.80 11,259.50 100.0 8,365.30 100.0 28, f:i49. 70 14, (97 .07 100.0 ll,052.65 lJC.O '37,593.33 3,140.21. 100.0 29, 2=·3.42 100 .'.J 

* Source: Annual Audits o:' tl2.e As:oci,'\ticns, from 1946 through 1948, and estimates oi' the manac::ers. 
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at Rocky and $3, 246 . 29 at Mountain View. The cost of depreciation was 

larger at P.ocky since their wooden structure deureciatod at 5 per cent 

whereas the concrete elevator at Mountain Viev, had a rate of depreciation 

of 2 per cent, however insurance and truces were higher at ?fountain View 

which offset the larger depreciation cost at Rocky. The physical facil

ity expenses were low a.t Carnegie due to the low value of their wheat 

facilities . Their elevator had depreciated out which reduced these ex

penses considerably. 

The calculated interest expense composeo 18.1 per cent of thG wheat 

expenses at Rocky, 2). 4 per cent at Mountain View, and only 8. 6 per cent 

at Carnegie. The l.'.l.rge cost at Mountain View vras due to the large in

vestment in the concrete elevator, whereas the small expense at Carnegie 

was due to the small value of the elevator. 

The remaining expenses composed a total of 19. J per cent or the 

wheat expenses at Rocky as com.pared. to lli.9 ner cent at ;.1ountain View 

arid 26. 8 per cent at Carnegie (Table 9). Although the percentage was 

greater at F.ocky than at Mountain View, t he dollar value was almost the 

same. These expenses totaled $2, 171.013 at Rocky, ~2, 16$.43 at 1/ountain 

View, ano. t 2, 179. 91 at Carnegie. Rocky handled almost as much wheat as 

did Mountain View, however t he volume at Carnegie was considerably lower. 

Probably the cause i'or these expenses to total about the same was due to 

less efficiency as was t he situation with the labor expense at Carnegie . 

T'ne unit costs will help to cl1rify t he relation between expenses ond 

volume a great deal. 

Unit Margins and Costs for r,heat. The gross margin anct expense per 

bushel of \~heat are important indicators !or the management to use in 

determining t :ie net ma..rg:i.n which the organiz,at i on is obtaining. 'fhe 

managenent is interested in having a gross margin which is adequate to 
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cover the operating expenses but also low enough not to discourage busi

ness. The margins and costs per bushel therefore are important measures 

for vihich the man:,gement should be a·uare. 

The gross margin is calculated from the earnings on commodities in 

addition to a.ny other operating income. The gross ruargin averaged 6.94 

cents per bushel at Rocky, 5-h3 cents at Mountain View and 7.03 cents at 

Carnegie (Table 10). The lowest margin per bushel was realized in 1946 

at all three associations. It was just sufficient to cover the operating 

expenses at Rocky and Carnegie, and it was not sufficient to accomplish 

this at Mountain View. Mountain View had the lowest margin of the asso

ciations every year. This was due to t he manner in which the narein per 

bushel was calculated. The number of bushels handled, rather than the 

wheat sales, ,rn..s used in determining the margin. Mountain View handl.ed 

a large amount of wheat which was not sold through the association before 

t he close of the fiscal year in 1946. The large storage capacity which 

they had. enabled the farmer members to store wheat in anticipation of 

higher prices. Much of this wheat was in the elevator ami although it 

was not sold, it was included. in the bushels handled. Another possible 

factor causing the lower margin could be due to keener competition in the 

trade area. They are between the other two associations as well as hav

ing several other elevators in the trade area. This situation might 

possibly force t hem to operate with a slightly smaller net margin. 

The gross margin per bushel is used to advantage when compared. to 

the operating costs per bushel. The average cost for handling a bushel 

of wheat at Rocky was 3.09 cents. This cost averaged 3.9 cents at Moun

tain View and 3.22 cents at Carnegie (Table 10). Rocky's cost was lower 

than 1:.ountain View's because of their smaller facility investment. The 

cost of interest was larger at Mountain View thus increasing t he cost per 



?OCKY: 
1946 
19·17 
1948 
Avcn•:,F<e .. , 

MJUNTAIN VI EW: 
1946 
1947 
1948 
Av:::rage 

C1\RNEGI E: 
1946 
1947 
1948 
Aver.;0 r,e 

-~{-

1.:1c::,t 

H nclled. 

Bu. 

318 , 932 
563 , 277 
402 ,167 
333, 125 

255, 588 
'±2Ll , s.S5 
1/37 , 279 
371 , 77,~ 

178 , 024 
281 , 885 
297, 799 
252 , 569 

T J:131 ·- 10 

MARGDF' i\1;: CC ~T,~ P";< L'.li.~Ji'L OF WH2AT HANDL~,D AT 
'T' t·1/:i' TJiJrl,'~ .. -,.::;,··c-.1· / T·-L· -,,.r- fP,",M 1 94,.. T :l·F.Ur.H· 1n4n* ... 1 u .. ..:........._ 11. ............. ,. _ _, l. ,. _ , _ ~,._, .J.. . a J. - _..._ _ , J J o 

\'.l.e'.:.t Grc Gs Whc:-:..t Gross M.::.rc:in 
.Carn.ing s Ex:xm~es , ·z:r Dus~wl 

r.:, ¢ •, ;;, 

1 ,i , s20 . 43 9 , 3,J4 . 37 4 . CG 
33 , 1 31. 99 11 , 737,96 9 . 01 
2'7 , 627.31 12, 036 ,18 0 • 8r/ 
2c, , 210 . 09 11 , 2:39 • .so 6 . 9~; 

9 , 7C5 .75 13 , 066 . 22 '.l' ... .. 1-
v . ·:,o 

· 23 , 81 3 . 48 1 ,1 , 618. 57 b . 61 
27 , 047 . f59 1 5 , 906 , ,.:.3 6.18 
2J , 205. 60 14 , 0197 . 07 :.:, , 43 

8 , 809 . 91 6,745.65 I ,9 5 
20 , 1~64 . 06 7 , 972 , 95 7.26 
~:3 , 982 . 75 9 , 702. 02 J . 0 0 
17 , 752 . 24 8,140 .21 7 , 03 

Source : Lnnusl Audi ts of tte AcsociD.tlcmo , from 1946 throur;h l J!'.. . 

~:xpense p::;1' 
Ju.sh el 

'Y 

3 . 09 
3 , 20 
5. 00 
5.09 

j ,15 
5 . 42 
3,64 
3. 90 

3,79 
2,83 
3 , 26 
3, 22 

No:, Ma.r·rrin 
::;-.:-r· DurJi1el 

¢ 

1 r·? • '-'v 

5 . 31 
'5 . 37 
5 . 85 

- 1.50 
2,19 
2 . : 14 
1. :.,3 

1.16 
4 . 43 
4 .79 
5, :1 

Ul 
<'v 
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bushel. Rocky's cost \'ras lower than Carnegie 1 s be;cause of both the 

number of bushels handled and efficiency of O?t;rations. Rocky had a 

larger turnover of wheat and less labor costs which permitte<l them to 

operate tlith a snialler cost per bushel. Although Carnegie's cost per 

bushel was higher, it would have been still higher if it were not for 

their 101'1 investment. Their large unit cost was ther•efore a result of 

less efficiency in labor am1 the other expensea that were not related to 

their physical assets. 

The large handling cost per bushel at Mountain View is almost en

tirely due to the small volume of wheat handled in 1946. The cost that 

year •:ras 5 .1.5 cents per bushel. They had to maintain their fixed costs 

that year in addition to the necessary operating costs .. The low volUllle 

handled was not sufficient to lower the handling cost per bushel,. The 

following year a new concrete elevator was constructed and this increased 

their total costs through depreciation, intereo't and taxes. Their volume 

was still too inadequate to lower the cost below 3.42 cents per bushel, 

however this was considerabllf lower than the 19h6 cost. 

The operating expenses per bushel at Cnrnegie appear to be low con

sidering the soall volume of' wheat handled. They handled considerably 

less wheat each year than did either Roch.--y or Mountain View. It would 

appear as if this would result in a larger cost per bu.shel. They were, 

howc.,ver, faced with lo·i!er depreciation, insurance, interest and tax costs 

since the ,,heat facilities had a low value bee ause the elevator already 

was depreciated its full value. 'l'his helped to decrease the handling 

cost per bushel. 

The gro-0s margin and operating expenses per unit arc used to the best 

advantage when t:iey a.re compared, a.11d the resulting net margin is ob

served. This net i:!.argin averaged 3.8.5 cents per bushel at Hocky, 1.53 
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cents per bushel at Mountain Viai."f, and 3.81 cents per bushel at Carnegie 

( Table 10) • This is a measure of the ea.rnings fror::. local operations. 

It is usually sufficient to cover any- other deductions a.rid. allow some 

net earnings to be realized even though the cooperative mey- receive no 

dividends from the overhead orga...vuzations. The net margin was larger 
\ 

each year over tl,e succeeding year at every association except Rocky 

where the largest net margin was obtained in 1947. Both 1947 a.nJ. l?hB 

were more favorable years t i1an was 1946 in obtaining a larger net margin. 

Thia vm.s due to higher wheat prices c1.Y'1d a larger erop in Oklahoma. 

Sideline Department 

Exoenses for Sidelines. The sideline expenses amounted to $8,363 . 30 

at Rocky, $lh, 052.63 at Mountain Vievr, and $29, 256 .. 42 at Carnegie (Tabl e 

9).. This was the same order in 1.vhi.ch the sidelire sales increased be-

tween the associations .. The sideline exnenses accounted for 71. 2 per 

cent of the total expenses at Carnegie,. 49.2 per cent at i'Jountain View, 

and La. 7 per cent at Rocky. With an increase in sideline sales~ the 

expenses a.1.J.Dcated to them increased. proportionately more. This was due 

to more expenses being required for Bidelines t:1an !or wheat, primarily-

caused by more labor being required in that deparlmt;nt. 

Salaries ani wages accounted for 53,.7 per cent of the sideline ex-

pens es at Rocky, 59 .1 percent at ?....fountain Vi cw, and 5 3. 9 per cent at 

Camegi.e,. This exemplifies the fact that a large arn.:mnt of labor is re-

quired for sideline business. This expense was larger than the percent-

a.ge indicates at Carnegie due to the larger amount of total expenses. 

The labor expense was $15,'770. 95 at Carnegie as compared with f,8 , 307,.25 

at Mountain View and t-4, 490 .12 at Rocky'. As was the sit,u.::1tion with the 

total sideline expenses, an increase in sideline business causes a larger 

that proportionate increase in the salary and wage expense. 



The physical facility expenses for siltelines totaled $1,541.18 

at Roeey, $1_,5GL..52 at Mountain View·, and $3,965.58 at Carnegie. The 

large expense at Carnegie was largely due to the service station ;;mich 

neither of the other organizations had. The amount was approximately 

the same at Mountain View and Rocky. Although Rocky's business was 

smaller, they nevertheless had to maintain the facilities to accommodate 

the business. Ther..r did not have the produce station vJilich the other two 

orgal'.l.izations had,, however they had a new feed house which was more elab

orate than thoso of the other "trtvo cooperatives. 

The interest expense composed a small share of the sideline expenses 

since the major portion of the expenses >'rere the more variable expenses 

while l<?.ss facilities were required. This expense amounted to t;.Jo4.82 

at Rocky, ~1,301. 26 at Mountain Vier,, aw $1,.574.65 at Carnegie. This 

was closely rclo.t6d ni.th the physical facility expenses although less 

was required at Rocky which was partially due to co:rr.r.:odity interest.. The 

comm.odity interest was largely due to sidelines since most of the wheat 

was marketed prior to the auditing. 

The other expenses composed l S.3 per cent of tho sideline expenses 

at Rocky,, 20. 3 per cent at Mountain View and 27. 2 per cent at Carnegie. 

(Table 9}. These expenses are the more variable of' the operating ex

penses and aro increased. considerably ·rr:r increases in sideline business. 

The proportion o.f' the tct.:u. expenses due to this group of expenses com

prises a larger portion of the total expenses wi. th increased busi."lEJSS . 

This is due to the physical .facility and interest expenses rem.a.hung rel

atively constant 1.tuich would cause a given increase in ti.ese t-'XJJtmses to 

show a larger percentage increase. The largest of these expenses were 

the utilities, repairs, supplies, truck expense, and the administrative 

and selling expenses. A large portion of the ndro.inist1•ati ve and selling 
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expenses .ras ca.i1poseci 0±' loss on bad debt s ,;i1ich was cxceµtion:ill.y large 

at Carnegie due t o a large i:Jlilount oi' credit c):tendccl in connection with 

their sideline business. 

Unit 'Margins unJ. Costs for Sidelines. T'ne unit used in calculating 

the unit margins und costs for sidelines ,':.ls the dollar of sales. The 

sideline ca:rmodities cannot be grouped except by dollar vuluo due to the 

v::.ria.bility o: their ~ ,J~ical units. Carnetp.e h.r.d the largost margin on 

sideline sales rd.th 13.53 cents per dolb.r of sales,. The 11largin ,ras 

12.90 cents at Rocky und 8 ,.49 cents at Mountain View (Table 11). This 

lower l:lairgin at Mountain View i.as probably due to the fact that most of 

their sideline C0'..1l!!l.odi ties ,:ere produce whic h had a :;maller uargin. 

C~.rnegie nl.so had n produce station., however t he petroleum sales more 

th3l'l offset t he smaller volume oi' produce sales. 

Tho e}..-pennes per dollar of sideline sales closely follow·ed the mar-

g;_n pe:c unit. The expense per dollar of sideline sules at Carnegie was 

lu .. 42 cents, i'ollov,red CTJ Rocky rdt.."1 13.34 cents, and Mountain View 'With 

(3.36 cents per dollar of sales ('l'able ll). This allo-~ve.>d a net !:.iargin of 

.13 cents per dollar of sales at Mountain Vi ew, however t he expenses ex-

ceeded the margin at the other two associations. Tb.is deficit was . 89 

cents at Carnegie and . Lh cents per unit at Rocky. The dei'icit at Rocky 

t'fas probably due to the small voluue of sideline sales. The loss at 

Carnegie was orobably due to inefficier:cy in the utilization of tb.eir 

resources, especially labor. It also could have been ;:i. result of a.deli-

tional services vmich t.11e mer..1bers desired. 

Operating Statanents for t he Wheat 
and Sideline Departments 

The o•,erating statenent provides information with respect to the 

financial operations of a business. These statements were divided between 
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wheat and sidelines in this study to determine the relative profitable

ness can be controlled but me1·ely what situation exists and this is valu

able information for t he management. The audits provided the necessary 

information between departments except for the allocation of the expenses 

which was expl.:tlned earlier. The remaining itetns of the department ts 

operating statements will now be analyzed. 

Sales. The sales represent the dollar volume of wheat or sidelines 

sold through an association each year. The three year average \'lheat sales 

were U684,9J2.)8 at Rocky, $6Ll,094.58 at Mountain View and $473, 798.)0 

at Carnegie (Table 12). The wheat sales increased each year at every 

organization except for Mountain View. Their sales declina:i in 19L.8, 

however the volume handled was larger than the previous year. This situ

ation was due both to price conditions and to the handling of wheat which 

was not sold until aftor the close o.f the year. The price of wheat was 

lower in 19h8 than in 1947 which caused the sales in doll.ars to be less 

although a larger volume was sold. The farmers also stored a large volume 

that was not sold to t he cooperative until after the close o.f the 1948 

fiscal year. The 19h8 wheat sales were nevertheless larger than the 19L6 

sales representing 143 per cent o_f the former year's sales. 

The sideline sales averaged .$62,668.90 at Rocky, $168,o64.J4 at Moun

tain View, a"ld $202,895.Ll at Carnegie ( Table 12). The sideline sales 

increased with all three associations .from 1946 to l9h7 and a further in

crease occurred at Carnegie in 1948. The sideline sales decreased in 1948 

at Mount.a.in View and Rocky. This difference between associations can 

largely be accounted for by the nature of sideline products handled. The 

sideline sales at.· Rocky and Moun:tai.n View were largezy feed, seod, a.."'ld 

sideline grains with the addition of the sales of the produce station at 

Mountain View. A large portion of Carnegie.' s sideline sales was· due to 
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OPERATING STATEMENTS OF THE Wlfill:.T AND SIDZLINE DEPARTMBJITS FOR THE TIIP.:.ZZ ASSOCIATIONS 
Fml 1946 THROUGH 1948* . · 

1946 1947 1948 Th.r0:e Year AYere.r:e • 
Wheat Sidelines Wheat Sidelines Whee.t Sidelines Wheat Sidelines 

HDCKY: 
Sales· $529,387.19 $55,450.77 · $756,172.14 ,,-~6 66,... 24 $7';,8, 757. 82 $65,910.67 *;634,952. 58 ;}62,:368.90 •J•O 1 i). 

Cost, of Sales 5151 8U~.a7 5l1085.G6 705,637.14 60,526.12 162,011 .,1s 61,640.41 6GO, f:i09 .15 :-:7,684.06 
Other Operating Incczae 746.16 2,740.58 646'.'99 3,583.87 967.42 2,982.28 786.86 3,102,17 
Tottl " .,, . 14,820.118 7,085.49 5~,181.99 9,922.99 2'7, G27 .81 7,252.54 25,210.09 8,087.01 t.,rofis J!.a.rrunis 
Expenses 9,8,14. 57 7,500.21 11,787.96 8 1 G59.47 12,086.18 9,!44.22 11.2.39.50 8,565.50 
Operating Earnings 4,976.ll 220.72 21,594 .. 0S l,&.35.52 15,G4l.63 - 1,991.68 u,,970.59 276.29 
Other Additiou 7,166.42 71.77 l!,78~14 Z"/0.0G 10,677.57 TS.2'1 10,209.SQ 159. 37 
Other Deductions 1,891.80 o.o l,028~0G 49.57 2,139.18 o.o 1,686.SS 16.52 

.Net Earnings 10,250.75 148.95 13,150.ll 1,604.01 24,079.82 - 11.9IS.4l. 22,495.54 153.44 

. ll)UNTJII VIEW: 
Sales 456,298.45 176,569.85 789,914.l~ 179,575.97 677,071.15 148,249.21. 641,094.53 168,064.'34 
Cost of-Sales ·- 449,481.78 162,023.00 770,889.49 .L3c1~. ?:.}. [)7 657,102.02 159,262.53 625,824.45 155,555.70 
Other Operating Incoi.ie 2,919.10 1,067.65 4,788.76 l,5'/8.54 7,078.48 1,973.06 4,9.55.45 1,539.75 
Tot.al Gross Earnings 9,755.7!:; 15,609.50 251 815.4G 16, 25;5.94 27,047.59 l0,9!iS.74 20,205.60 14,268.59 
Expenses 15,066.22 12.,215.25 14,518.57 14,'515.74 15,906.45 15,628.92 14,497.07 14,052.65 
OpE>.rating Earnin~s - 3,510'!4.7 3.,596.27 9,294.89 1,920.20 ll,141.16 - 4,669.18 5,708.35 2lS.76 
Other Additions 8,257.07 55.01 e,724.97 1,261.47 101 745,lB 582.49 9,242.59 S55.S6 
Other Da.:luctions o.o o.o o.o o.o 6,84.3.00 o.o 2,282.67 o.o 
Net Earnin,~s 4,946.60 5,449.28 18,019.86 5,lSl.e'l 15)058.29 •l,,076.69 12.,C.68.25 8;;1.42 

CARNEGIE: 
Sales 502,799.62 110,4s,1.oa 550,059.55 215,494.74 568,SSS.94 222, 7'57 .41 475,798.50 202,895.41 
Cost of Sales 294,775.45 149,148.25 S29,575.29 189,268.06 5,;,4, 779. 25 199,271.50 45G,S75.99 179,229.26 
Other Operatine; Income 785.72 1,528.58 o.o 4,024.71 206.04 ~, 83:1..61 529.92 3,794.97 
Total. Gross Earnings 8.,809.91 22,834.45 20,164.06 50,2::il. 59 25.,932.75 29,297. ;:52 17,752.25 27,461.12 
Ex.penses 6, 7·!G.G5 26,238.18 7,972.95 29,729.53 9,702.02 51,SOJ..62 f.: ,140.21 29,2:-;6.42 
Operating Earnings 2,064.26 5,405.75 12,491.11 521.86 1•1,280. 73 2,504.10 9,612.02 1,795.50 
Other Additions 2,558.75 1,616.15 5,251.65 1,585 .• 52 6,818.76 9.65 4;865.05 1,069.69 
Other Deductions 275.92 725.80 5,251.24 4,145.87 o.o 2,184.57 1,175.0!5 2,551.55 
Net Earnings 4,529.07 - 2,fil5.42 14,471.52 - 2,058.69 21,099 .,19 - 4,678.84 13,500.02 - 5,0?C.96 

* Source: !.."mu.al Audits of the Associations, from 1946 through 1948. 
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t r1e service stati on. In the period under observation, petroleum pro

ducts did not decline in value as much as did the agricultural products 

which composed the sideline sales nt Rocky and !.fountain View.. The value 

of the sideline sa.lcs at Rocky arn.1 Mountain View decreased although the 

decrease in physical volume was not as large as was indicated by the 

dollar volume.. The petroleum products, 1'mich did not decrease in value, 

could easily have kept the sideline sales from declining at Carnegie. A 

clearer picture of the situa.tion could have been obtained by the measure

mentor physical units. The variability of the products prevented this 

however, ano. only a dollar basis co~ld be used in measuring the changes 

in sideline sales. 

The time at which the fiscal year closed a.t Mountain View in 19h8 

could also have had a slight influence on the decrease in side]J,.ne sales. 

The year closed on December 11th of that year a.ru:l previousl,Y the date had 

been December 31st. This resulted in shortening the 1948 fiscal year by 

over two weeks. 

Cost of Sales. The cost of sales includes the purchases of the com

modities with consideration given to any increase or decrease in the value 

of inventories during the year. The cost of sales closely follows the 

sales since the com."!lodities are not retained for long periods of time and 

t herefore the margin between the two remains relatively constant. I f the 

price of a comEtodity increases, the cost of that commodity increases in 

about the same proportion so that a similar pattern exists between the 

sales and the cost of sales. The difference between these two items will 

be discussed after the total gross earnings are calculated by including 

the other operating i.11com.e. 

other Operating Income. This income to the association includes any 

returns received on local business operations besides the gain on the sale 



of comruodities. The types of incorr,e which are included are rtheat storage 

and treating, custom grinding, and labor. Every organization h:.:.d. soioo 

grinding income. Rocky had some wheat treating inco.::i.e anu Carnegie had 

a large amo'Ullt of labor income in connection with the service station. 

The storage operations at Mountain View accounted !or the largest 

part of their other income. The other associations did not keep a sepa

rate storage account. P.zyment for storage of wheat was usually deducted 

from the purchases at these two associations. This resulted in other in

corie at these organizations to be sideline business whereas at 1'Iountain 

View it was primarily income t,o the wheat department (Table 12). The 

sideline department had other operating income amounting to $3,102.17 at 

Rocky, $l,S39• 7$ at Mountain View, and $3., 794.97 at Carnegie. The wheat 

department accounted f'or $4,935. 45 at Mountain View whereas it was on.cy 

$786.86 at Rocky and $329.92 at Carnegie. 

Total Gross Earnings. The total gross earnings include earnings on 

the sale of commodities with the addition of the other operating income. 

It is the margin from which the operating expenses are paid. This is also 

the account which det.ennined. the gross margin per unit as explained earli

er. The wheat department accounted i'or 75. 7 per cent of the cross earn

ings at Rocky., !,8.6 per cent at Mountnn View, and 39. 3 per cent at 

Carnegie. Th.is was directl,y related to tbe ar.!Ount of total sales due to 

wheat. The gross earnings is also a measure of the ability of each de

partment to meet the.operating expenses. They are primarily composed of 

the difference in the sales and the cost of sales. 

The wheat department's total. gross earnings averaged $25,210.09 at 

Rocky, $20.,205.60 at Mountain View, and $17,752.23 at Carnegie (Table 12). 

Although this department accounted for the major portion of the gross 

earnings, the gross earnings per dollar of sales were greater in the 



sideline department. The sideline de-partment accounted for ~ ,087.0l of 

the gross earning at Rocky, $11.i.,268.39 at Mountain View, and $27,liil.12 

at Carnegie. More expenses were required for sidelines anl t 1eref ore 

t he gross margin per uollar of sales would necessarily have to be larger 

in that department. 

O~rating Earnings. The operating earnings are the returns after 

the operating expenses are deducted. 'l'hcse expenses will not be elabo-

rated here since tJiey were discussed previously. The wheat denartmont ;. 

accounted for the greatest share of t ,e operating earri~ngs at all three 

associations (Table 12). Since there are some other additions and deduc-

tions to be considered in each department, they will be included before 

an analysis of the earnings ·.\"ill be made. 

other Income and Deductions. Other i ncome includes that derived 

from investments and financial income. 'Th.is is not a result of the trad-

ing operations of the businesses. Some of the major items which are in-

eluded are dividends, interest received, cash long, and gain on the sale 

of equipment. The major share of this income was in the vmea.t depart

ment. The income to this department averaged $10.,209.30 at Rocky, 

$9~242.)9 at Mountain View, and $4,863.,05 at Carnegie (Table 12). The 

income to t he sideline department amount.6d to only $139.37 at Hocky, 

$635.66 at Mountain View, and $1,069.69 at Carnegie. 

Each association is a member of the Union Equity Cooperative Ex-

change of Enid and the Consumer's Cooperative Association of Kansas City. 

The net ,earn:lngs of these central organizations is tho basis for deter-

mining the amount to be paid back to the local cooperatives. These 

dividends are sometimes sufficient to c ompensate for operating losses by 

the cooperatives. This occurred in the r1heat department at Mountain View 

in 191.i6. They had a loss of $3,298.98 until the dividend of $8,245.58 
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was reoaived .from the Union Equity. This resulted in net earnings of 

$4,9L6.60 in the wheat department that year. These dividends are paid 

to the local organizations on the basis of' their business with the cen

tral associations. Dividems constituted the rnajor portion of the other 

income. 

other deductions include ca.sh short, loss on sale of capital assets, 

loss on wet wheat, cash unaccounted for, arrl other miscellaneous losses 

that aN not actually operating expenses. These deductions were in cer

tain inStances thP- cause of success or failure in certro..n departments. 

The deductions at Rocky amounted to $l,6H6.35 in the vJheat department 

and $16.52 in the sideline department (Table 1.2). This was primarily in

come tax that was pa.id.. This actually was not an operating expense and 

for two reasons was incluued in other deductions; first, income tax is 

based on net earni.ngs and as such shoul.d not be included in the expenses 

that are deducted in calculating this base and second~ Rocky was the o~ 

association paying income tax so that in order to have the operating ex

penses comparable between associations, it was not considered as an oper

ating expense. 

The only itan included in other deductions at Mountain View was some 

loss on wet ·wheat in 191.iB vmich was actually an operating loss of that 

department. It was an irregular occurrence however, and as such it should 

not be cl.assed as a normal operating expense. The loss averaged $2,282.67 

for the three year period. 

Carnegie had other deductions ~,mounting to $1,175. 05 for the wheat 

department and $2,351.35 for the sideline department .. (Table 12). Their 

deductions were the largest of the thr ee associations. There are only 

two items of enough nrominence to be mentioned. One of these items is 

sales tax paid. In 1947 and 1948 this organi2'.ation did not deduct. the 
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sales tax received from their total sales figure. It IllUst still be de

ducted before the net earnings are calculated. This item was mentioned 

in the discussion of the operating expenses in a previous section and 

requires no further elaboration.3 The other of the t,,o items mentioned 

was cash unaccounted for. A sum of over $10,000 was unaccounted for at 

Carnegie in 1947. The Board of Directors J.ecided. to absorb this loss by 

setting up an account receivable from the bookkeeper tor approximately 

one-half' the sum and the remainder wau chnrged against the current year's 

earnings as a loss. This loss of $5,177.13 was included in other deduc

tions. A basis of gross earnings was used in allocating this loss be

tween departments. This basis of ability to pay was used since there ,vas 

no better means of allocation between wheat and sidelines .. 

Net Earni.Jlis .. The measure of success oi' the operations of any busi

ness is th€ net earnings . This is the amount that the association real

izes after all obligations a!li., income are considered. Every organization 

had an overall profit every year although there occurred frequent losses 

in the sideline departments ( Table J.2). The wheat department covered 

these losses and allowed the cooperatives to realize some net earnings. 

The wheat depn.rtment had <1.verage net earnings of $22,493.54 at Rocky, 

$12,668.25 at Mountain View, and $13,300.02 at Carnegie. Mountain View's 

sidelim department had net ea.1-nings a.mounting to $85)..42, however I1ocky 

had an average mum.al loss in that depart.111ent of $153.44 while the loss 

at Carnegie averaged $3,076.96. The purpose of thi$ section is to anal

yze the departmental losses. 

Rocky had losses in their sideline business in both 1.946 and 1.948. 

Neither of them were large losses. It must be rew.embered that Rocky's 

3cr. ante. page 16. 
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total business was composed almost entirely o1: ,meat, the sales of ,m.ich 

composed 91.6 per cent of the total (Table 1). It is only natural that 

possible inefficiencies existed due to the small volume of sideline 

business. 

lfuuntain View had a loss in the weat department before the Union 

Equity dividends were reeei:ved. in 1.9L6 (Table 12). The small volume of 

business which they had was discussed earlier. 4 The handling cost per 

bushel was 5.15 cents and the gross margin per bushel was 3 .. 8.5. Their 

operating expenses were 1. J cents per bushel more than the gross margin. 

Mountain View had a loss in their sideline activities in 19LB... This 

too was a result of a low vol.ume of business. Their expenses increased 

on sideline business largely due to a higher price level .. They had a. 

higher salary and mge expense as well as having to bear the fixed costs 

that were present. The sideline sales in 19 48 were only 8 2 6 per cent 

of those in 1947 and with the slight increase in operating expenses, the 

loss resulted. 

Carnegie had a loss on their sideline busira ss every year (Table 12) .. 

The wheat business offset the loss in evezy instance, hmvever it was not 

offset in 1946 until after the Union Equity dividend was received. Prob-

ably the .foremost reason for these losses was less eificieI1cy in the 

utilization of their resources, eSl)ecially labor. In comparison with the 

other associations, Carnegie had a much larger increase in expenses than 

co~ be accounted for by the increase in sideline sales. This could · 

possibly have been due to the operation o1: the service station which re-

quired more labor. Carnegie maintatned a 1abor force of eight to twelve 

men the entire year and their sideline business was not sufficient to 

4 c.t. ante. page 33 
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justify the extra service which caused the higher expenses. 

The fact that a department of an association is not profitable does 

not necessarily mean that it should be abandoned. A department operating 

at a loss may increase the business in other departments to such an ex

tent that the total net earnings are greater with than w-1 thout the de

partment. 

A simple illustration may help to clarify this point. Assume that 

a f arme1' begins buying his gasoline from an association which is opera.ting 

at a loss in that department. He might pref'er to buy his gatuline from 

them because they afford superior service~ this service possible being 

the cause for t he 1-oss. A.i'ter becoming a member t he fanner vrlll be in

terested i n t he cooperative•s earnings as th~r are the basis for the pay

ment of patronage dividends. He wou.ld then t ake his wheat to the associa

tion that he formerly ma.rketed wit h other elevators . The ·wheat business 

might more than offset an:, loss incurred in his gasoline business. This 

sums up the fact that the aggregate net earnines are the ;YFlmruy interest 

and if these are increased by the maintenance of a losing department, 

then that department shoula be kept. 

· It cannot be assumed t hat the above si tua.tion could be entirely true 

nor can it be assumed that it 1vould not ex..i.st. Some departments could 

probably bt~ dropped in certain instanc es with great aegregative net earn

ings. Each situation is unique in certain respects fil:ld sh,>Uld be consid

ered as sueh. 
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AN ANALYSIS OF '£HE, SEASONAL EXPENSES 

'l'he seasonal marketings of farm products ana the dcma."ld for services 

and sup, lies cause variations in the monthl;y expenses o~ t he associations . 

These er::,enses follov, :;iuch the sa."00 µattem for all three associations, 

however the various types of sidelines handled at each association caused 

different a.mounts of expenses to be incurred each rJonth. Of the oper

ating expenses saluries and wages had the greatest influence on the month

ly variations since it was t.lie largest of the operating expenses and also 

because it fluctuated greatly with the demand for services. 

The data used .for the seasonal expenses ,rore obt.ained from the expense 

ledgers of each association. The expennes vA3re entered in the month they 

were paid which was not nooessar~ the month in 'Which the"r were incurred 

although this was the situation which usually existed. Sane of the ac

cumulative expenses which were paid only once a. year were ciivided equally 

among the tYlelve months. Included in this was interest, insurance and 

bonds, and t.rie taxes exclusive oi' the payroll taxes which are naid each 

month according to the labor incurred in that month. 

Seasonal Fluctuations of Each Association 

Tho seasonality of expenses at an association can explain a great 

deal about the seaisonal operations of an elevator as ''fell as the relation 

of sideline business with the monthly expenses. The expenses of all three 

associations reached a peak in June {Figure 2). '!'his was due to wheat 

harvesting occurring in th.it month. The associations differed in the mag

nitude of t.his peak and also in the variations of the reniaining months. 
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Figure 2o Average Seasonal Variation of the Operating Expenses 
for the Three Associations, From 1946 Through 1948 
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Rocky .. The expenses incurred. in June increased more at Rocky than 

at the other associations although the total expenses were lower ea.ch 

month (Figure 2),. Previous to harvest the. expenses varied orcy slightly 

ranging frora about $1,300 to a.bout !jl,550 each month. 1'hc total expenses 

more t han doublod from May to June when they were increased to almost 

.,.3,300. Rock:, ha.d a small amount of sicleline business ,mieh kept the 

e>..'"J)enses low in the off-harvest periods. The large volume of -..meat fflli,cb 

they handled required a great deal of' extra labor which in turn caused 

the large increase in June.. The July expenses ,'fere also above the pre

harvest level due to the handling operations of wheat that was still on 

hand .. 

Following harvest the expenses rwained about the S.lllle as before 

harvest. The small amount of monthly variations, exclusive of the har

vest period, was largely due to a small labor force. Besides the manager 

and bookkeeper only one employe.e was usually retained to accormaodate the 

sideline business. 'I'he sideline business vras small which lessened the 

probability of t:JJJY' peaks in sideline expenses. 

Mountain View.. As an association lumdled more sidelines, the expenses 

nuctuated more in the months before and after harvest. The expenses a.t 

Mountain Viev.r were higher than those a.t Rocky bu.t lower t han those at 

Carnegie each month (Figure 2). A slight increase of the expenses at 

Mountain View in February ,vas due to increases in the truck expense arrl 

supplies. The expenses varied little from February until harvest \men t.hey 

increased by approximate),7 $1,200. PreVious to harvest th~ expenses ranged 

from $2.,200 to about $2,450. In June they reached about $3,500. Although 

this was higher than the expenses were at Rocky that month, the increase 

from the pre-harvest level was not as much. due to more expenses being in

curred ui the earlier period. The expenses declined to a.bout the pre-harvest 
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level in July. 

The aicpenses incurred each month following harvest varied greatly 

which was due almost entirely to variations in labor cost. This period 

is pr.ima...-i'.cy- ono of sidelim business since most of the wheat is already 

rna.r;!eted.. The expenses were lower in August, October., and Decenber, 

ranging around $2 ,lDO. They l"rere higher in t,vo months totaling almost 

$2,JOO in September and $2., 350 in Uov~.. These two months are the 

most active of the po st-harvest period.. Labor Yra.s the principal expense 

effecting these increases, which rras incurred due to more sideline busi

ness. Wheat sowing operations in September and the need for livestock 

feoo. due to the laek of available pasture in November were probably the 

ca.uses for the increased business. 

Ca:im.ee;o. The -expenses were more each month and varied m,,.)re between 

months at Carnegie than at the other ttm associations (Figure 2). This 

was due to the large s:W.elire business i,vru.ch required more expenses as 

well as sone sideline peaka. The labor expense was the largest factor in 

the variations at Carnegie. This expense ea.used the pre-harvest inclines 

in Marcil and May. The expenses of the pre-harvest period ranged from 

slightly over $2,900 to about $3,300 each month. The usual harvest peak 

oecu:rred in June, howev-er it exceeded the May expenses by only about 

$700. Although sqme additional labor was required in June., it was mini

mized du.e to the large labor foroe whieh was maintained the entire year. 

The e>cpenses of Jul.¥ \\<ere also above the normal level due to a small 

amount of additional labor required to handle the late wheat. 

From August through December the exnenBes were slightly la,rer than 

those of the pre-harvest period except for Novanber. An increase in 

repairs, truck expense5> and the labor caused the mcpenses to be about 

i 3,.300 in November.. The closing of the fiseal. year on November 3oth 



could also have had an influence on the increased expenses in that month. 

Some bills incurred earlier but not yet paid are usu.ally paid before the 

aud.i.ting is done and they are entered in November. 

Seasonal Fluctuations Between Associations 

The expenses followed similar patterns be~,Teen associations,. however 

the oceurrence or extent of the monthly changes differed betneen the asso

ciations (Figure 2). The pre-harvest period is one of little activity 

since little wheat is being marketed and sidelines constitute the largest 

portion of the business. In May the elevators usualzy- are ropaired and 

necessary supplies are obtained for harvest. This was the cause of an 

increase in expenses at both Rocky and Carnegie in May. 

The largest part of the wheat in the area is marketed. in June. This 

was the month of the largest tot.al expenses at all three associations, 

however the m.agni tude of the increase di.ff ered w.i th the associations .. 

The inc:t-ease was more noticeable with the organizations having less ex

pense ct.u.e to fewer s:ldelines. Less than $800 separated the associations 

having the highest a.11d :lowest expenses in that month whereas in the of!

hro-vest periods this difference reaehed as much as $1,900. This was a 

result (l)f two conditions. 1''irst, the 1?.ssociations in this study which 

handled fewer sidelines were also the ones hand.ling the largest volume of 

wheat. Second, with more sidelines handled larger off'- soason lo.bor forces

are maintained which are diverted to the handling of wheat during harvest. 

'l'his deereases to a certain extent the need for additional labor. The ex

penses in July were still higher than normal. This was caused by the 

handling and shipping of wheat on hand as .. ell as the marketing of :late 

wheat . 



The post-harvest period from August through Decauber is similar to 

the pre-harvest period (Figure 2). Sidelines accounted .f'or most of the 

business since little wheat was then marketed. Mountain View and Carnegie 

followed the same pattern du.ring this period while the monthly expenses 

at Rocky reI:lained more stab.le. The fluctuations wore caused primarily 

from changes in labor expense. The St1all amount of sideline business at 

Rocky decreased the fluctuations. With a decreasing a.mount of sidelines 

the expenses from month t.o month had a tendency to remain more stable. 
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AN A.UALYSIS 01? THE FIXED 1Eill VAFJ:ABLE EXPEJ!SE',S 

The amount of fixed costs vrhieh a fim must bear is important in 

planning future opru-ations . FL"Wd cost-s are present for a definite period 

of ti.me regardless o.f output. They are generally regarded as remaining 

constant with changes in production vlhile variable coats are those which 

change rrith different levels of production. This definition is not en-

tirely valid unless it is used in relation with a specified length of 

time. For example, all costs tend to remain fixed at aey given instant 

and wi.tb the passage of t:ime more of the costs beco.,e variable. They be

come more flexible a.11.d more capable of being ch(tnged during lo~e-r periods. 

For the analysis in this study Larson's definition was used \vhich states, 

''Fixed costs are those which are stationary for a partieula.r 
production period o£ time, tvhile variable costs a.re not, for the 
smae period. Fixed costs are independent of output ·thin this 
production period.,. while variahl.e costs are a function of output 
although not necessarily proportional to it. 0 .5 

Since a period of time must be used the practical. length of time for 

use in this study' vrould be one year. The fixed costs are those which ex-

tend beyond one year. Arry particular cost would not necessarily be 100 

per cent f'ixed or 100 per cent variable for this period. If 40 per cent 

of a cost's effect is extendeu. into future years, then 60 per cent of the 

cost is assumed to be variable. 

A schedule of the pereentage .fixity of each expense was arranged by 

estimating the proportion of each expense which is extended into future 

5Adlowe L.. Larson, 0The Fixity Gradient: A Too1 for Fixed and 
Variable Cost Analysis, n Journal oi: Fam. Economics, Vol. XXVIII (Angust 
1946) 827. - -
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periods .. It is assumed that the plant will remain a going coneern during 

the pori.od. The percentages from this schedule were then applied to the 

various expenses to obtain t,he amount of .fi.."ted costs for the period. For 

example managers' salaries were considered to be 100 per cent fixed while 

other sal.aries and wages ,rere SO per cent fixed.. The manager and certain 

other key emplO"JCes must be retained for long periods in order for the 

firm to remain a going concern. Some of the other labor can be hired and 

released at the will of the firm without disrupting operations. 

The fixed costs may a.ct as a guide in detenni.ning whether or not an 

a..CJsociation should extend c,r contract its operations in the future.. As 

the variable costs do not increase proportionately to increases in opera-

tions, although the.r closely approach it, different levels of production 

should be considered with the aim of finding the most ideal nroduction 

level. If a large amount of the costs are fixed~ the rigidity of the c:osts 

may prevent a large amount of reduction in operations. They are most like-

~ permitted to increase business with the addition of more variable costs. 

The type of business of each association d.etennines to a la.....-ge extent 

the nature of its fixed costs. The variations of each a::isociation be-

tween the years as well as vt:trlations between associations will be analyuid. 

Yearly Variations in Fixed and Variable Expenses 
for the Associations 

The varintions in expenses from year to year eaused variations in the 

amount of fixed costs between years. Some expens-es increased more t.han 

others causing the amount of fixed C'Ol"its to fluctuate.. These variations 

were limited since there was a relatively constant increase between the 

various expenses over the three years of this study. There WE,re some 

changes hoVteVor, so these changes will be observed from year to year at 

each association. 



fi~. The fixed costs inerea.qed each yero: at Rocky totaling 

,..ll,439,81 in 1946, $13,489. 66 in 1947, a."1d !J.L., 768. 27 in 19W3 (Table lJ). 

The increase wa3 largely due to the construction of the feed house which 

caused larger physical facility and interest costs to be borne. These 

~nsos are largely fixed so that an increase in them. causes an almost 

proportionate increase in fixed costs. 

The variable costs ut Roclt'f increased .tram $.5, Tl!J. 77 in 19h6 to 

$6.837. 77 in 1947 follmred by a slight decrease in 1948 nhen they totaled 

t6,S62.l3 (Table 13). The decrease was largely the result of a decrease 

in the expenses classified as other expenses which are largely variable. 

It would appear as if this decrease ,vould ac-co1:1pacy a decreased volume 

hormver the reverse was true.. The increti.sed. volume was hand.led by an in

creased proportion of fixed expenses . Almost 70 per cent of the total. 

costs were f'ixed. This increased the rigidity of the costs and·a:ay- r~ 

duetion in per u.rri. t costs ·would have to be aecomplishod through an in

crease in the volUllle h.andled and variable eosts. 

Mountain View. The fixed costs incroused each year at 'Mountain View 

however the largest increase occurred ir~ 19!.i.7 Y1hen the new elevator was 

put into operation (Table 14). These costs inereasod from $15.678. 68 in 

1946 to $18_.093.23 in 1947 and $l9, h34.95 in 1943. 'lhe nav structure 

caused a large increase in depreciation which is 100 per cent fixed. 'l'he 

remaining physical. facility expenses and the calculated interest expense 

also inc rea.sed.. 'l'ho other expenses increased in amount causing a slight 

errect on the total fixed costs, however these are largely variable costs 

a.TJ.d more effect l'mB exerted with the total variable costs. 

The variable costs vrore increased from f.:0,6(x),.77 in 19L6 to 

$10, 741.08 in 1947 and $12.;100. r7 in 1948 (Table 14). Al.tho1.igh there 

YTas an increase in 1947, it was not as proportionately largo as was the 



t):·3~t~-- rie~: a11J. Yl:-1ges: 
Mrm:·::;:·T' s Salcry 
O~i1er SEtl.:-:_riec D..!ld. -l~n ::fc~s 

Depreciasicn 

Inr,urance and. Donds 

Interest: 
Opera+.ing Capital 
Facility Capital 
Commodi t..y Capital 

Ta:':es: 
Pay Roll 
Ad vale rem 
Corporation License 
Sales '!'ax 
Truck License 
I:Y..ti,se Ta.::es 

Utilities 

Repairs 

Supplies 

Advertising 

Truck Expense 

Ac1ministrati ve an,:,. S•1lling Expense 

TOTALS 

FIXED LND V.' IU!ln~;; '::::PJ.:n::e;.,;s FCR 
F'Irfl,~R.::' COOPERPTIVE GP..!':.IH !.ND ,SUPPLY CC:MFLNY INC. GF ROCKY, OKLAIDMA, 

· FRUM 1946 T IIBCUGH 1941 

Pc:cccntage 

Fixcc. Vr.rir::ble 

(? I: R G ,: N T) 

100 

100 

75 

50 
100 

0 

GO 
100 
100 

0 
100 

0 

20 

21: 

25 

25 

0 
so 

0 

2" ,, 

50 
0 

100 

40 
0 
0 

100 
0 

100 

JO 

70 

75 

50 

75 

1946 

Fizcd 

1,995.00 l,J95.JO 
5,633.38 2,~16.69 

1,7(4.30 -1,744.80 

1,059.18 794.38 

G94.94 34.'1. 47 
1,091.55 1, Ci9l. z;:5 

,22tJ. 67 -0-

297 .,lJ 173.42 
513.70 513. 70 

['"1 -...,,~ 
U..&-e ,;..,0 Gl. ;.2r 
7.54 -0-

11.40 11. c~::.; 
-0-

87;3. 64 175.53 

153. 23 54.81 

702.64 210.79 

219. 26 ::: .. 1.01 

107 .CJO E Z.. ~JO 

224.10 SG.02 

1,745.04 1,500.05 

17 ,1:0. :.:i8 11,439.81 

v. riaLle 

-0-
2, BlG. 69 

-0-

3,:7 .,'i:7 
-0-

222. G7 

1L .• 9C 
-0-
-0-
7 .C·4 
-1...J-

701.51 

10.;.42 

.'.i:91.85 

164. t~}:i 

:~;3. S-0 

16:J .08 

2(:S.01 

(",, 710.77 

Totcl 

( ··1 J_, 

2,150.00 
6, 29·;3. 71 

2,461.04 

1,172.4:3 

i,262.19 
, S16.41 

2GG. ~!4: 

321.. G5 
'.868.34 

69.60 
162. 8l 

·,,:., nr::: 
Ud.~0 

r, 
-v-

' 

925.65 

134.65 

697.73 

401.46 

279.19 

224.55 

l,1'.15.22 

20,527.43 

1947 

Fixed 

0 L L A R 

2,150.00 
5,149.55 

2,461.04 

804.53 

G5.1..10 
l,iil6.41 

-0-

, 193.ll 
838.84 

69.CO 
..0-

m.2s 

1%,15 

33.66 

209.52 

100.36 

159.00 

56.15 

855.40 

15,·~89.66 

* Source: Annual Audits of the Asoociation, from 1946 through 19~8. 

V:riable 

s) 

~-
3,lt19.:3S 

-0-

2Cii3 .12 

C31.09 
-0-

236.34 

12,:.i. 7,: 
-0-
-0-

lG2.8l 
-0-

74:0.W 

100.99 

488.41 

501.10 

159. 39 

lG2.(0 

;~1.22 

6,837.77 

2,17!.i.OO 
3,359.33 

3,119.3'7 

1,127.4.::i 

1, ao. 30 
1,618.25 

222.55 

37t3. 63 
921.4.G 
94.75_ 
27.72 

101.00 
-0-

843.15 

138.29 

614.88 

509.10 

92.42 

107.94 

1,168.42 

21,550. L',0 

194,8 

Fized 

2,17 ~~ .• oo 
~ 'Z29 , .. ' :;; 'V- • t)·: __ ; 

3,119.37 

845.59 

-30 :-::: .1 f;, 
l, ;318. 23 

-0-

227.21 
921.46 

94.75 
-0-

101.00 

168.65 

54.57 

184.46 

77 .35 

lL:3. 21 

26.98 

992.G5 

14,7G8.27 

·., 
56 

T,la.riable 

-0-
3,329.()~) 

-0-

281.86 

'305.15 
-0-

222.65 

lGl.47 
-0-
-0-

27.72 
-0-

C74. 50 

105.72 

430.42 

232.05 

4-Ci. 21 

80 .9:3 

17 i~. 77 

6,5,'32.15 



.Salaries and ITa~es: 
Manager's Salary 
Qt:·;er Sa.Larios ancl Yie.,cres 
Manc.?er's Bonur. 

Depreciaticn 

Insurance and Bonds 

Interest: 
Operatin;; Capital 
Facility Ca12ital 
Commodity Capital 

Taxes: 
Pay Roll 
Advtlorem 
Corporation License 
~alas Tax 
Truck License 
E.xcise Taxes 

Utilities 

Telephone ' ana Tnle?raph 

Repairs 

Supplies 

Advortising 

Truck Expense 

Admini stra:t.i.Ya and Selling Expense 

TOVJ,S 

* SOilrCC: Annual Audits of the 

FIXED J\.NL vr~:i.IABL.?, FXPINSl.'.:3 FOR 
TIE F:,RM:3RE CCOPERATIVL As.~:OCI.ATION CF MYUNTAIN VIJY', OKLJ-d·IO.M.A, 

TB.OM 1946 THP.0UGI1 1948* 

Percentage 1946 

Fixed VDXi.c-cl)le Total FL::od Vc.rio.ble Totul 

(P '" R (' t' N T) (D _:., V ' 

100 0 2,400.00 ?,405.00 -0- 2,400.00 
~iO 50 9' 2'73. Lj,[_j ,1,m.is.n .:J:, G3G. 73 11, 913.0S 
0 100 -0- -0-

100 0 l,·U'/ .16 1,~U'l .lG -Ci- 2,260.57 

75 25 1,471:i.28 1,106.46 3Gfi.22 1,708.17 

50 50 s,12.,u 424.. 2'J (2tl. 21 723. fil 
100 0 5,33G.ll 3,596.ll -0- 3,~0l.52 

0 100 361.19 -v- 3Gl.19 1:1:.:~.J.9.S 

60 40 :t29. 73 2G7.87 171.91 35.~. 57 
100 0 tJ.96. 30 -i9G. W -0- ·'.:;::\;).2G 
100 0 61.25 61. 2f:) -0- 25.00 

0 100 45. ~~8 -0- ,1!2~. b8 017. 23 
100 0 -0- -0-

('\ 100 -0- -0-u 

20 80 977.71 19~5. :A 782.17 856. t:15 

25 75 521.W 80.32 240.98 340.15 

30 70 1,191.24' 5S7.37 833.87 1,196.51 

2 :; ..... 7S 1,002.63 250.GG 751.97 96·~.7,1 

so 50 118 .,10 59.20 59.20 280. 23 

25 75 256.24 59.06 177.18 ·182.26 

1,227.43 4<:;0.47 74i3.96 781.26 

25,279 .,15 15,678.62 9,600.77 23,854.51 

Association, from 1946 t:r..rough 1948. 

1947 1911:8 

Fixed V:ri&.blc To:~Dl Fixed Variable 

0 L L A R s) 

2,400.GO ~, 
-' ... l- 2,400.00 i~,400.00 -0-

5,95G.G2 .:,9GG.b5 15,~)1G.7f- G, 50:3. '37 G, .:_~oa. 5a 
'300 .oo -0- coo.oo 

2,200.37 -0- 2,459.65 2,,~59. 65 -0-

1,2n.13 427.04 1,554.29 1,1so. 72 583. ,57 

361.G5 3:.il .GG l,222.9G @.l.'i3 311.,18 
5,401.32 -0- 5,473.27 S,473.Z? ,'\ -1....,-

-0- 488.95 162. Gl 
,, 162. ,)1 -v-

201. 22 13i.15 229. 20 157.52 91.68 
o69.2G -0- l,lOG.07 1,105.07 -0-
85. E-0 -0- lUl. 2!S 101.25 -0-
-0- 47.25 51.73 -0- :1.73 

-0-
-0-

171.29 685.16 9,13. 91 1;39.78 759.15 

85.05 255.10 399.47 99.]7 299,60 

528.95 767.SG 1,524'. 70 4S7.41 1,16?. 29 

241.-18 723.EG 1, 3::,s. 9,1 527.23 981.71 

140.ll 140.U 159. 27 79.63 79.Ci4 

120.SG 561.70 193.D7 f8, 39 l-'~5.18 

588.94 392. 52 :::,2~. n 5QG. 54 5;:>~J. '37 

18,093.23 10, 7i.U .• 08 31,035.35 19, i.U5L:. 9? 12,100.37 
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increase in .fixed ex-µe:.'lSes. This resu.l too in a larger portion of the 

total costs becoming fixed. This was also accocipn.niGci. witL <-ill iJ.1c;.:cased 

volume of s.tloo ('rable 12),.. 'rh0 vm·iablo ex.µon:30s also ir~crea::.cd in 19!.iB 

with a uecreasod. dollar sales volume. Since t.11.is volume is r:ieasured in 

dollars instead of pn,ysical urd.ts and -.hlo to increasing prices, the pby-

sical. volU!Jlt: dec1•east1 would .not be so grea.t. The wages, .repairs, ar..d 

SUi)plies caused the in.crtai.h-; in variablt; expenses in 1948. A hir;her wage 

rate existed so that a larger labor expense would occur for the same 

amount of labor.. As i'luS the situation wl.th Rocky, a.11 Lricrcasc in vm.::ible 

expenses occurred in 19LB vr.ith a lower volume of businoos... 'l'he relation 

of ta.rm anu non-fa.n:n prices would tend to distort the si tua.tion sooewhat 

sinoe the same volume of agricultur.::i.J. products vmuld bring less returns 

while the same amount o.£ factors compusing the cr!CpU.'l'lses would cost ::::i.01'C. 

The influence from thls is unlikely to he the total cauGe for this situa.-

tion hO\-mver. 

Carne!E:e• The fued co&ts showed large increases each year at 

Carnegie .. They total.ed $17, 304. 43 in 1946, $20, 276. 89 in 1947, and 

~2h,652 .. 00 in 1948 (Table 15). A number of factors were ret>ponsibl0 for 

this.. The ma..11,:l..~er I s salary, .. 11ich was 100 per cent .fixed, W'-13 increased 

each year. The physical f :..t.clli ty expenses, exµ.: ciall~;- insurance aru.l bonds, 

a."'ld interest incroased. Somr: of the other expenses also incroazcd and 

alfuough most of them are highly variable, thuir &lWJ.l portion of fi:>...r:ity 

had an effect on the total fixed costs. Legal expense, included in the 

administrative and sellir~ expenses, had a large ei'fect on ti1e fixed costs 

in 1943. It amounted to over :.;;1,200 and., being 100 per cent fixed, in-

creased tne fixea. costs considerably. 

The variable costs at Garnegie i ncreased l'FvI!l ClS,679 .. Lo iJ.1 19L6 to 

i~17 , 425.,59 in 1947, anci a.lt,ho·ugh they we;re smaller in 19LB they still 
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Salari1;s f::"r.~1:..·~ TI:.-1,~:,es ~ 
.MrmP. ,:er' s SalA.ry 
Ot.h 0lr Sc1.l-~:;,ries ··nd ?{n.ges 

Deprociation 

Insurance and Bonds 

Interest: 
Operating Capital 
Facility Capital 
Commodity Capital 

Taxes: 
Pay Roll 
Adyalorem 
Corporation License 
Sales Tax 
Truck License 
E:cise Taxes 

Utilities 

Telephone and Telegraph 

Repairs 

Supplies 

Advertising 

Truck E:--::p-snse 

Administrative a..."'ld Selling E=,:pense 

TOT~ 

.. 

TllllLi~ 15 

F'LCD AED V i:I).T/,L ,- Es:::s FOR 
TI:I 1.7· 1·i1u~_: -.., COO?X'.'J.''!IV:3 MILL I.HD ELI~VLTOL L3-GCHJION OF C.tcRN1.::GI1=, OKL"HOMA, 

FFDM 1946 TIIR~,UGii 19,;g 

Porc,:;nta~e 19116 1947 .. 

Fi:(ed v,,riable Totd F:i·.-~ed. i.!~·;.:r"l~J.1)le Totd F'i:-:ea 

(P T) {D 1_:i R C :,· N C .L ' ,I.'.), .. H .(.; .:.., 

100 0 2,1.100.00 2,40J.OO -0- :~:, , .... _,. 00 2,soo.00 
::,O 50 16,509.30 3,1,4.90 ;_; , 1 ;:.,~ • 90 17, :~~:3'. -:; 2 8, Gll.91 

100 0 l,6'19.95 l,G,,~'3.93 -0- 1,9;:i.li,', 1,9:~5.l~ 

75 25 1,542.59 l,OOG.79 335.GO 1,991.35 1,493.95 
' 

50 ~(; 770.53 53C. 26 535.27 943.38 471.94 vv 

100 0 74,/).i36 7il9.88 -0- 7 G::: .lG 7S6.1G 
0 100 483.'JO -0- •'183.90 C35.7G -0-

60 40 532.95 199.57 133.04 3Jlj_. 00 250.76 
100 0 333.93 353.93 -0- c:z~·1s 855.15 
100 0 f/1. 50 57. 5J -0- 70.75 70.75 

0 100 -0- -0-
100 0 12S.'15 12b.7 ... -0- 115.25 115.25 

0 100 ±9.50 -0- .'.9. i50 (', 

-v-

20 80 . l, 202. 41 240.4f3 9Gl.95 1,458.95 291.39 

25 75 229.41 m .3~-; 172.06 190.65 47.66 

30 70 ss,1. 36 260. 51 319.05 1,248.05 374.41 

25 75 l,~±bC. 62 tG3.9C 1,()91. 72 3,5G6.84 n.u.11 

so 50 52-J..18 162.09 lG2.09 522.72 261. 36 

25 75 2,s32.r21 ;3;::5 ... ;J5 l,~;99.lG 2,45G.,:14 ol4.ll 

1 749.92 . , 518.74 :i..,251.1£ 1,102.42 787 .24 

52,983.85 17,504.45 lS,(i79.40 57, 702.·lG 20,276.89 

Source: Annual Audits of' the As.-sociation, from 1946 throu,:;h 1948. 

19,13 

~J B.l:>:i:'")_~~).l :J 1rc;~.2.l fi.~:-;y-j_ v,,. rS_r~ b1 c-

C!) ,., 

,, 
-v- 3,0U0.00 3,C00.00 .-, 

-~)-

C,, Gll .91 18,715.22 9, 3::3. Cl 9, 3~.,?. 01 

-0- 1,9-:G.35 1,9r)e.c:s -0-

497.9d 2,293.71 1,720.28 D75.<'l3 

471.94 1.,187.65 :;93.82 593.85 
-0- 949.9-~ 949.9«; -0-

hOB.75 418. Sl -0- 418.51 

153.84 ·i65. G4 27:,.18 1,:;:i.40 
(~ 762.58 762.S8 -0--v-

-0- Gl.2::i Sl. 25 -0-
-0-

...{J- 10.so 10.50 -0-
35.DO -F)- 33.00 

l,16E.GG l,o;3(3.L1,6 277 .'.39 l,llC1. 77 

1•12.99 2?6.GG 71. _, .... 2.li).00 

.':373. 62 555.51 1e.c;. es 0~~38. S6 

2, ~i2E:.13 1,007.47 2!::1.87 7C::.to 

201. 3G 737.56 393. 78 395. 78 

l,'.342.55 1,413 •. ::,:5 5r:.5.41 l,OG0.22 

515.18 G,21:~.02 4,447.45 l,7!36.!::7 

17 ,4.2!~. 59 ~11, 005. t34 24, G,j2.oo lG,8~.il. S4 
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amounted to $16,851.64 which was lai>ger than the 1946 total (Table 1.5). 

The cause for this situation vras that repairs, supplies, and trtick ex

pense, all of which i'Tere largely variable, were exceptionally lnrge in 

19h7. 

The percentage of ·total costs which was fixed increased each year. 

Thcrf.! 1To..s 52 .5 pc:c cent uf the total costs fixed in 1946, 53.8 per cent 

in 19h7, and 59.4 per cent in 1948. This situation tend.s. to incri~ase the 

rigidity of the organization's operations. More of the costs which aro 

being incurred c:i.re n.ore fixed than variable and these consta.""lt costs l"'.ust 

be taken into consideration in plarming future operations. 

Variations of Fixed and Vari.able Expenses Between Ansoci.ations 

A. corrparison betneen ·the dil'i'erent associations shows the relation

ship between tL.e type of ousiness done and the rig:i.~ty of the .costs.. The 

typos of expenses incurred in wheat or sideline busin£?ss varies and a com

parison of these expenses helps to explain the type oi' eosts involved in 

each type of operation. During the rEF..tai.nder oi' this section it ·1ould be 

well to keep in mind the fact that Carnegie had the greatest amount of 

sideline businoos follo-;-red by I.fountain View an.a Rocky in that order as 

this had a large :influence on the type of costs involved.6 

Com~rison of Salar,t: und Wage Expense. More labor is roquired for 

sidelinu V.an for wheat business. The surplus labor in turn increased 

both fixed and variable costs. As the manager's salary does not vary 

materially between associations and the remainder o:f the labor is 50 per 

cent fixed, the larger labor cost decreases the percentage of the total 

1.a.bor cost that is fix.ed. The fix:ed labor expense totaled $5,205.23 at 

6 er. ante. page 6. 
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Rocky, S8,1L,o • .5Lr at l:iountain VicVI, ancl ill,J.41.14 at Carnegie ( 'l'able 16). 

This was 62. 7 per cent of the total. labor expcns0 ai, hocky, 5·1.9 per cent 

at Eo:ml,a:i.n View., a:.) . .i 56.6 per cunt at Carnegie. IncrBasi.ng the volmn.e 

of wsL1ess ·:muld luve a gr~ater ei'f ect in reducing the labor cost per 

unit i n the organizations ha.VL'1.g u higher percentage of fixed costs or in 

this s ituation, those whie:.: h.-:.nclled less sidelines. 

Coml?!!rison of I~ysical. ::'xili ty fuq)ense~.. W11eat requires more phy

sical. facilities t:1a".1 cioos side.li.,_""l.es. T'lw ex1)ense rela.tod to these phy

sical .'.l.s,;ets are the nost h:i.i;.l-ily fixed group of expenses. 

Depreciation, which is 100 per cent fixed, v,-as the largest at Rocky 

with $2,441.74 followed Cl'J :Mountain View with $2,039.06 and Carnegie with 

~1,853.13 (Table 16 ). This expense rorains constant for each asset until 

its value is recovered. An asset depreciates ,1hether it is in use: or not .. 

Mountain Vievr had a larger investuont than the other associations since it 

had the nevi concrete elevator. 'l1his structure depreciatod at only 2 per 

cent per year whereas the Yroo<l.ea structures d.epreciatod at a rate 01 5 per 

cent,.. This p revented the depreciation cost f:rorr.. being larger at Mountain 

View than it was at F..ocky though their investtlent was larger. 

Insurance and bonds, v1hi.ch uas ·15 per cent fixed, had tht; l~gest 

amou.."lt fixed at Carnegie w-.i.th $1,Lo7 . Cl, followed. by llountain View with 

$1,179. lih and Rocky -rd th· $814. 78. This cx:.pense was la.rg0r at Carnegie o.u.e 

to the higher rates on· pet:roleum. facilities. There was little a.ifference 

in the amount of tc.1Xes which ,ver e fixed. at t he thr~ associati ons.. '.l.'hey 

totaled slirrhtly more t han $1,030 with each association. Although the 

advaloroo taxos which were 100 per cent fixed were lorrer at Carnegie, the 

truck licenses and taxes brought their fixed taxes to about the sane level 

as at Rocky and :Mountain Vierr. 



Salaries and Wages: 
Manac;e::.- 1 ', Sala.ry 
ot.:1c1"" Sa.l0~r-·ie s ::]J.C1 Yl:;~gG s 

Dopr-eciation 

Insurance and Bonds 

Interest: 
Operating Capital 
Facility Capital 
Commodity Capital 

Ta.xes: 
PtiY Roll 
Ad·Jalorem 
Corporation License 
Sales Tax 
Truck License 
E:xcise Taxes 

Utilities 

Telephone and T de graph 

Supplies 

Advertisins 

Truck Ezp,::m;e 

• 

Administ.rati',te and ;Jelling Expense 

TO'rl,LS 

* 

AVER.AG'.:, ANNUAL FIXED •\ND VAHIABLE E:KPEN2E8 FCR. T.':·:E THR~;f~ ASSOCIATIONS 
FROM 1946 TIIBC UGH 1948* . 
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C?f11parlson of Interest §?pense.s. The fixed portion of t he interest 

cont ,vas larger at Mountain View than at either of the other associations. 

(Table 16 ). This am.otmted to $2,003. 23 at Hocky, $3,889.41 at Mountain 

View, and $1.,.302. 3L. at Carnegie .. The reason f or t he large amount of fixed 

interest at !-fountain View was due to t he .Large investment in t he new ele

vator. This v:as lar ger al. thourJ1 depreciation was not which was due to 

t he rates applied ¥t"i..th each e:icpense . A lor;er rate of deoreciation 1.7as 

used wit h t he conc rete elevator while the same rate of interest was ap

plied although 1:x:>th costs are calculated from the book value of tho assets. 

Since the operating c apital was SO per cent fixed, it had no effect 

in increasing either t he fixed or variable costs more tha."1 the otl1er . 'lbe 

commodit y capital was 100 pc;r cent variable however it consisted of onl;r 

a small amount at each cooperat i ve. The inventorius upon which it is 

based are usual.zy small at the close of the year in order to simplify tho 

auditing procedure. The couu:1od:i.t y intt,rest ar.1ounted to ~;239 . 33 at Rocky, 

.;,337 .58 at rfount-"Jin View, and ~~L.<38. 72 at Carneg;ie. Most 01· the i nventories 

was due to sideline -products which caused t :his expense to be larger ¥,ith 

t he cooperatives handling more si delines .. 

Cora.parison of Other Expenses. The remaining exrxmses v.er·e the most 

variable of the operating expenses due to their usual dependence upon the 

volume of' business. 'l'he associations handling more sidelines were faced 

with a larger anount of these expenses . The total of t,his group was 

$3, 698. 26 at Rocky., $5,025. 03 at Mountain View, 3.Ild $10 ,125. 15 at Carnegie 

(Table 16). At Rocky 53. 2 per c ent of t hose expenses vrere variable fol

l owed by Carnegie wi t h 62.4 per cent, and Mou.'1.tain Vi ew wit h 70.L. per cent. 

The expenses cruposing t he largest portion of these variable costs .;ere 

utilities, r ena.irs, supplies., and the administrative and selling expenses. 

The true!<: expense was also large at Carnegie due to their maintenanee of 
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the gaoolinc <1elivcry trucks and other' truck expense incurred in their 

l:~rge sidelj_nc business . 

The c.ldJnirri.strative and selling ~enso ha.u tho greatest ofi'oct in 

causin~ t-he cii.ff'erencea bet,.een associations a:3 to the fi.xity of this 

group o.t' expenses. Since this expense vrJ.s co::r.poscd of a varied e:ro1.lp of 

items ea.ch was considered Peparately. The results wa.s that at Rocky and 

Carnegie the greatest share of this ex;-><;nso -;;as fixed, while more of' it 

was variable at :Mountain View. The ca.use of this situation :,as that a 

large amount of ya.rd ir:rproveicnt and le3.5e expense was incurred at Rocky 

while at Carnegie the increased. fixed costs were due to legal expense. 

Loss on bad debts increased the expense considerably at Ca.r'negic, ho·.vever 

it was only So per cent fixed and thus had no influence on i.ncrcasine 

either the fixed or variable expenses more than the other. 

Comparison of Total Expenses . Of' the total expt:.nses 67.5 per cent 

was fixed at Roc1cy-, 62 .. 1 ner ce.nt at Mountain View, a...11ci 55.5 per cont at 

Carnegie ('l'able 16). As a firm has oore: of its co8ts i'ixed, it eoneral.ly 

can decrease the cost pee unit h:mdJ.ed b:r incroaniri.g the volume more 

easily t han if the costs wer-e largely vn.i·iablo. This is assuming t hat the 

.fixed facilities would. be adequate to accor;.;od.ate an incrtased volur.11:: with

out an increase in thEtU. If this ·:mrc true r ... n increase in volum.e :·rould 

lower the fixed. costs por unit which would also lower the total cof.its per 

unit. 



AN AUALYSIS OF THE PROroSBD MULTIPLE UNIT ASSOCIATION 

Certain efficiencies in the operating expenses m.ry be gained by muJ.

tiple unit associations which are not achieved in single unit cooperatives. 

The previous a.nal$ses are concerned with the single unit organizations as 

they operate individually. The associations will now be combined to ,,form 

a synthetic multiple mrl.t cooperative and the cost conditions of this 

organization as compared to their operation as single units will be anal

yzed. The data used are based on the average expenses of the single unit 

associations. 

Certain assumptions will need to be made in regard to the new asso

ciation.. The same facilities w-111 be used with the same volume of busi

ness .. This would possibly change in certain instances however only the 

relative expenses will be considered. The cost conditions ,ull be based 

on the average expenses from 19L6 through 1948 with the general level of 

prices to be similar to the prices of that period. The proposed associa

tion will be different only in organizational characteristics w.i.th the 

pc.->riod of operation similar to the period covered by this study. 

The expenses to be assumed are only estimates and would not neces

sari~ coincide with the expenses that would actually be involved if the 

association were in operation. There would definitely be changes in the 

operating expenses and the estimates were made to correspond with the 

probable costs which would be involved if such an asoociation were organ

ized by combining the existing cooperatives. To obtain the exact cost 

data would require the new association to be put into operation. 
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Carnegie was chosen as the :=;ite of the administrative headquarters. 

The re{!.son for selecting this station rather than one of the others is 

t- ,at they h:ive the largest volmue of sideline business and expenses. 

Mountain View could easily have been chosen however their sideline busi

ness is less. 'I'his station is also more centrally located however it 

ap,:iea!'s as if more efficiency could be gained if the manager were located 

at the station handling t he largest amount of sictelines 'Which is Carnegie. 

It is assumed that the same volume of business wou:W be handled. 

Over a long period o:.' time the sideline sales, especially through the 

gasoline trade, would be increased t hrough extending more SQrvices to 

patrons who do not obtain these survices from the present coop.n"atives . 

For instance some of the present lliembers of the Mountain View coorerative 

would probably use thl;:l petroleum delivery ser v-l ce offered at Carnegie if 

this service were included in the same organization. 

Increased efficiency through t he lowering of costs would not neees

saril3 be the only sa.v:i.ngs to sooe of' the nanbers . , For e,cample a. member 

may now· trade e:.1tire:cy- ,V"lth one of the cooperatives because oi' more se1'

vices offe:ced although he lives close::· to another association. If t hey 

were combined he could go to one or all of the s tations and still be do

ing business ·with the same organization. This may prove to be a shorter 

haul in market ing crops in certain instances. Any savings to 10.e::ibers such 

as this are not considered in this study as it deals only with cos t dif

f erences, however it would be well to recognize t hese possibilities also . 

The Operating Expenses of the Proposed Association 

Some of the operating expenses v:ere reduced by combining the asso

ciations into one orga.'1.ization. These reductions were largely accomplish

ed by reducing the managerial and administrative expenses. As a basis for 
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comparison the average expenses for the three single unit firms for the 

three year period were used. In other words tho aVE';rage expenses for all 

of the associations for the three year period were totaled so that the 

average annual expenses paid by aJJ. three associations operating as single 

units vrere obtained. These are then compared with the annual expenses of 

the proposed multiple unit cooperative. 

Some of the expenses rer:J.ained the same sinoe only the organizational 

structure was c ;1anged and not the physical structure. Those expenses re

lating to the physical assets which were regarded as remaining the same 

are denreeiation, insurance and bonds, and. interest expense. There would 

possibly be minor adjustments in these expenses, however we are considering 

the same assets as before and therefore little change ii' any would result. 

Utilities, repairs , and truck expense were also considered as remain

ing the same. These expenses are closely related to the vol.um.e of business 

and since voluni.e is to remain the same these expenses also woul.a not change. 

The only possibility of reduction of the expenses in this group would be 

from allowing t he trucks to serve more than one station which would increase 

the efficiency somewhat. 

The expenses 1,•ihich, ,vere reduced i'i'i.ll be discussed with the reasons 

supporting each i nstance in which the reduction vra.s made. The nost signi

ficant of these expenses are salaries a.Tld. wages and the closely related 

payroll taxes. The other expenses which -were estimated to be lower are 

telephone and telgraph, .supplies, advertising and the administrative and 

selling expenses. 

Salaries and W!mes. Of the operating expenses salaries and wages 

would be the raost logical. expense with which to gain efficiency since they 

compose such a .large portion of the total expense. The largest saving in 

labor e:,¢pense would CO!ae from reorganization of the management. The 



proposed. cooperative uould have only one manager anu bookkeeper whereas 

under the single unit system three of each are maintained. Station 

operators woula. still be kept, however the managerial decisions would not 

be in their hands. In.stead of bookkeepers at eaeh poin~ dai]Jr report 

sheets could be uoed ,vith the central station uainta.:Lning the books. Some 

efficiency should be gained by having a higher paid, competent manager 

and also by having mobility of labor between stations which is not possible 

between single unit finns. 

An estimated savlng of $1.i,507. 39 or 10. 6 per cent of the original 

labor expense could be made by forming the multiple unit organization 

(Table 17).. Appro.x:i.ma.tely $2,940 o! this would be due to having only one 

manager. This is calculated a.t an increased salary over that of any one 

manager- under the single unit arrangement. The remaining reduction of 

approxl.mately $1,570 would be due to the other la.bor, mostly from reducing 

the salary expense for bookkeepers.. One bookkeeper" coultl be used however 

the sa.la.:ry- paid him would be larger than t '.1at o.i:' a;cy- one of' the bookkeepers 

in the single unit organizations. 

Both Rocky and Mountain View were eonside.t:'ed as using the same labor 

force, except for the bookkeeper, in an attempt to arrive at an estimate 

of the other labor. The labor cost per unit for both wheat and sidelines 

at these two stations was then applied to the units handled at the Carnegie 

station.. Neither Mountnin View nor Hocky could operate with much reduc

tion in the labor force. An extra amount was then added to account for 

the increased services which Carnegie must perform that ar:e not afforded 

at the other two stations. 

Closely related to the saving in labor costs would be less payroll 

taxes pa.id. Since this tax is based on vrages paid the reduced labor cost 



TABLE 17 

A V'&GE ANNUAL OPEP.ATIUG EXPENSES FOR . 
TH?:~ THREE SINGLE UNIT ASSOCIATIONS AND TEE PR0?03F~ IIULTIPL:C UNIT M'.SOCIATION,. 

. FROM 1946 TH.ROUGH 1948 

Three Proposed Reduction 
Single-Unit Multiple Unit of 

Associations Association :t::iq) en se 

$ ,:;: $ ~ 

Salaries and Wages 42,555.82 57,845.95 4,507.89 

Depreciation 6,535.95 6,555.95 o.o 

Insurance ond Bonds 4,554.96 4,554.96 o.o 
Interest 9,804.70 9,804.70 o.o 
Taxes 5,675.28 5,500. E6 112.72 

Utilities 5,158.76 5,158.76 o.o 
Telephone and Telegraph 726.59 655.50 95.09 

Repairs 2, 8S8. 54 2,838.54 o.o 
Supplies 5,545.45 2,882.02 465.43 

Advertising 890.55 795.67 96.66 

Truck Expense 2,623.65 2,625.65 o.o 
Administrative ::md. Selling Expense 5,265.14 4,556.72 908.42 

TOT.t'\L 85,549.15 79,566.92 6,182.21 

* Soµree: Annual Audits of the Associations, from 1946 through 1943. 

** The reduction as a percentage of the expense of the sinf!,le unit associations. 

Percentage 
Reduct.ion** 

% 

10.6 

12.s 

10.9 

69 



would reduce t his tax by about $ll2. 72 { Table 17). This reduction uas 

J. l per cent of the f omer total of all taxes. The remaining truces would 

not change ap1)reciably. 

Telepho::e and Telegrarh E.xoenses . A reduction of $93.09 in telephone 

and t elegraph expense could be obtained by cmnbining the uni ts ( '.I'able 17). 

In many instances the central. office could sell t.vo or three times the 

amount of Yiheat th2.t a single unit could and still be out little 1n.,0rc tele

phone EnCT.,>ense. The expense woul,j still be largr::r t han any one oi' the 

sine;lc unit orga,'1ization' s telephone expense but it ,ms estimated t hat 

12.8 per cent of t ho former expenses could be saved. This vms determined 

by deducting 25 per cent oi' the telephone a.11.d t elegraph expense at Rocky 

and Carnegie. Mountain View calls Enid each day to obtain the market quo

tations and oceasionally sell 1'.iheat. This daily call could also serve all 

three stations aJ.ike and reduce the expen5e somewhat. A phone at each 

station would still have to be naintained .. 

Supplies. The supply expense was largely due to office sup:?lies and 

this could. be rcdu.ced appreciably by having a central bookkeeping system. 

This expense was reduced by $46.3.43 which was 13.9 per cent of the total 

cost for the single unit associations (Table 17). This was done by ad

justL1.g the office su.pplies to 75 per cent of t ~'C or-lgina.l expense and 

a11o-,d.ng the elevator and other supplies to renain as they 1vere. This may 

appear to be an ur:duc saving however t he reorganization of the bookkeeping 

system wouJ.d decrease t he cost a great deal. 

Advertising. The expense of advertising usu3.lly constitutes about 

one per cent of the total expenses in associations similar to the proposed 

organization. The multiple unit coopGratives vary considerably from this, 

however local advertising is about all that i s done in this situation. The 

use of selected advertising by a compet ent manager could bring a slight 
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saving in the expense. The estimated expense would be $793.67 or 10. 9 

per cent less than the total advertising under the single unit system 

(Table 17). 

Administrative and Selling Expense. The largest percentage decrease 

in th1; operating expenses occurred m.. th the adrahlistrati ve and selling ex

pense (Table 17). This was :- ~·-· to the reduction of three items of which 

the a"{I)ense is partially composed; d.irectors fees, aud.itine an..i legal ex

pense, nniJ. dues ar,u subscriptions. 

The multiple unit cooperative would require only one Board of Direc

tors of five members •·:here as a similar board h.as been required Yr.i. th each 

separate unit. The one board wouhl require rr.ore meetines and expense than 

any one of the existing boards. The adjusted cost amounts to $,250 as com

pared .:ith $385 under the former system. 

T:1e multiple unit organization would require the aud.itini.; of only one 

set of books whereas eaeh single W".it h~s a set . The usual cost of audit

i ng the books for mulitpl e unit cooperatives is around $300 which would be 

$535 l.ess than the farmer cost. 

T'nc estimated cost of dues and subscriptions for the association was 

$375 titich is a d.ec rease in the expense of $2)8 .42. This saving is due to 

less dues for the Fannors Cooperative Grain Dealers Association of Oklahoma 

and ot~1er overhead organizations and less cost for trade journals a..'1d other 

publications. 

The reduction of t ' iese three items reduces the administrative and 

selling e:icpense by $908 . 42 or 17 . 2 per cent of the single units• expense. 

Total Operating Expenses. These proposed expenses are: only estimates 

and no doubt certain of them ,,ould be out of line with the actual expenses 

should the proposed organization bo put into operation. Some of the ex

penses would posoib.ly exceed t hese estimates depending a great deal upon. 
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the manager and his ideas towaru advertising, annual nieetings, donations, 

and certain other expenses. The estin1ates are of value only as a guide 

to be used in determining the relative efficiencies of the t,10 types of 

associations before any reorganization i s done. 

'l'he total expens-es were reduced from $85 • .5L9.13 to $79,366. 92 which 

is a ciecrease of $6.,J.82.21 or 7 . 2 per ce,nt of the former mnount (Table 17). 

It is likely that a saving as large as this could easily be made, especi

ally if a competent manager ,'fere used since a great deal of t 11e efficiency 

to be gained is through his ability. So.me expenses could easily be re

duced by more than the estimated amount anu. offset any incrca.::;.ed expenses 

·which vmre not taken into account . 

Compar-lson of the Departmental fu-.1Jenses 

The expenses of the proposed association would be lower in both the 

wheat and sidelines d.epart."ilents t nan they 1.e.r..:: with tho single uni ts. The 

allocations between wheat and siuellnes probably ,rou:W also c:·,ange in pro

portion however this change would be dii'.ficult tu ctet ormine unless tne 

organization was actually in operation. 'l'he l'efore the sa."';le proportion of 

each expense was allocated to wheat as existed with the single unit coop

eratives . 

i.heat Expenses. 'l'he wheat expenses were reduced by slightly over 

~2, 100 ( Table 18 ) . 'l'he proportion o.i:· the total expenses due to ,heat 

woulu be 40. 0 per cent ·where.as under the singl6 unit arrangt...'!lunt the per

centage was 39.6. '.l'his percentage change was due to slightly more saving 

in expenses in t,he sideline department than in the wheat depart::rrent.. 'l'he 

expenses having the largest portion allocated to -v.ileat vrere t.hc physical 

facility expenses a..'1d. interest expense. These exr.iE:nses could not be re

duced since we arf'. assuming the same p...r1ysical assets and the ref ore less 

could be gained in the wheat department by the reorganization. Telephone 
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and tc;;legraph was the only other expense with the major portion going to 

wheat . 

The handling costs of wheat could. eaf;ily be reduced rr'.f reorganization 

of the cooperatives into a multipl e: unit association. For example~ the 

manager coul-1. sell a larger volmne of wheat 1'rl t:i fewer tele-phone calls if 

he h:::tl control of' & larger volume. This \'tou.lu. be a saving in both the 

labor and t e lephone expenses. This is only one illustratioYi as to hmv 

efficiency could be gained by havirn! the n.d.ministrati ve control central

ized. A.'<othcr means of gaining efficiency woul d be the possibility of 

more utilization of the.. large <::'i:paci t.y elevator at 1lount::un Vier:. This 

structure rrould bs uore apt t.o be filled to capac:i.ty by the multiple 

unit association than by MoW1.tain View alone. 

The unit handling cos t of wheat noulc. be reduced from J.LJ to 3.2l 

cents ner bushel. This is assuming that the sa:::ie volume of -r;hca.t Trould 

be handled. through the multj_ple unit association as vra~ handled b.'f the 

thr"eo single unit cooperatives. 

Sideline Exoenses. The sideline departnent would have a decrease in 

operating expenses of slightly over $h,ooo. The decrease in labor expense 

largely accounts for this since 67.h per cent of tho labor cost is cl.lo

cated to sidelines ( 'l'able J.8). The re!naining expenses which had the 

largest share allocated to sidelines are included in the ;i;roup dosignat.ed 

as other expenses. 7 A competent manager would prob~.bly reduce the !'>ide

line costs to a large extent. Thel·e would also be a possioili ty of re

organization oi' certain of the sideline activities so th.:t the efficiency 

of the ll.epart·:ient could be increa.sed. This stud7 d.oes not take into ac

count such changes as it deals only with the continued operati,m of' t he 

7 Cf. ante. page 17. 
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existing facilities anu the same volume of business . 

'l'he handling cost per dollar of sideline sales was reduced from 

11..92 to 10. 90 cents by the reorganization. Since most of the manager's 

salar-,f is uevoted to sidelines, the reduction in this expense Yioula. have 

a large effect in reducing the sideline expenses. 

Departmental Net Earnint;s• The operating expenses and net earnings 

are the only items of the departmental operating statements which would 

change upon fonning the multiple unit association.. 'l'his is assuming the 

remainder of tho i teras to re.main the same as vr.i. th t lle single unit organi

zations. The results of the lower expenses vrould be reflected in the net 

earnings of each department by tho same amount that the expenses of the 

department ,vere reduced. Upon fonning the proposed cooperative the net 

earnings due to wheat would be increased from $48, 461. 81 to $50, 591.96 

( Table 19). The sideline departments of the single unit organizations had 

a net loss of $2, 378.98. The reduced expenses would permit the department 

to have net earni~"gs of $1,673.08. 'l'he total net earnings of the associ

ation would t hus be increased from Ni>,082. 83 to $52, 265.04 or an increase 

of the same amount as the operating expenses were decreased. which wa.s 

$6, 182.21. 

Comparison of the Seasonal Expenses 

The reduction in the Ol)erating expenses would not cause the seasonal 

pattern of the expenses to change materially from what it was when the 

stations operated as single unit associations. 'i'here would probably be 

some changes although only the actual operation of the proposed associa

tion coula accurately designate the changes. The expenses occurring each 

month were changed slightly but little proportionate difference each month 

was noticeable. 



TABLE 19 

GP ~PJ.TING :'I'r£::1.f2:NT3 CF '1\i.~ ,;·=:SAT AND .SID'..LIN . lJ,:'.:_'"lLP.Tn.P1TS FOR 
•'"""' ".' IR"::-: -~rN-:L·::: UNI'i' A '3CCHTIC;NS i'7C -:·:c I'RC.?O ··.c.~D M1.J1iTIPI.,'_ u.NIT f.i'..SCCI.ATICN , 

FPDM 191=c6 THROU0lI 19':i:8~~ 

;rhrse Sin"': e Uni t. Asso~iations Pro:)oseG. Multi ple Unit As.: oc:ic.ticn_ 

~Vhc{i-t Sidelines Y(lie":.t 3L.wlines 

( D C L L A F, 2) 

S::llcs 1 , 799 , 825 . 26 433, 628 . 65 l , 799 , 82G . 2G . ..,r.;5 , 628 . 26 

Co st of Sales 1 ,742,709. 57 392, 249 . 02 1,742, 709 . 57 z92, 2.rn . 02 

ot·:er Operatinr:: I ncome 6, 052. 25 8, 436 . 89 6, 0G2 . 23 8, 436 . 89 

Totol Grosr· .2arnin·_;s 63, 1 67 . 92 ·19 , 81 6 . 52 63,167.92 49 , ~·16 . G2 

E··--penses 35, 876. 78 51, 672. 55 31 , LG . G3 47, 620 , 29 

Opera tin~ Earninr;s 29 , 291.14 - l , 8GS . 83 51 , 421. 29 2, 196 . 23 

Ot1icr AJJ.:..tlons 2-1 , 31 4 . 74 l , iv:A . 72 :-24 , 314 , '7 Ll 1 , 8-~ .72 

Other Deductions .. , l>L07 2, 367 . 87 G,14.1 .07 2, 567.87 

Net EArninc;s 4.S , 461. 31 - 2, 573 . 98 so, 591.96 1, G'73 . 03 

* 3ou,'co: Tho .An.nual AuJ.its of ':he AssocLd:,.:.ons , from 19t.16 tln·oU;:·, 19.; ·3 . 

-.;J 

m 
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Operating as a multipl e unit cooperative would tellii to lessen the 

large peaks which ap·iear in each separate unit's seasonal pattern. This 

is due to the !'act t l1at an abnonnal a.mount of expenses which occurred in 

a month at a station would partially be oi'f set by· the expenses of the 

other stations .. 

The total expenses paid each month did. not vary a great deal from 

January through May~ the period prior to harvest (Figure 3). 'l'hey in

creased in February and March which was largely CUle to the early b-pring 

operations of the farmers which in turn increases the expenses necessary 

to maintain a slightly increased sideline business. Labor was the princi

pal expense c ausing the increase these two months as well as the decrease 

which followed in April. As t l1e spring pastures come into use the sideline 

feed and custom gri.ndi.~g decreases and the fa~~ers tend to concentrate on 

their spring crops rather than to feeding livestock or other operations 

which increases the cooperative 1 s business. The monthly expenses previous 

to May ranged from about $6, 100 to about ~ ,4oo each month. 

The elevators are repaired. and the necessary preparations for 

harvest are made in May. The supply and repair exoenses increased the May 

expenses to about $6>600 .. June is the peak month of the year since most 

of the wheat is then marketed. The total expenses for the proposed asso

ciation show the greatest variation f'rom the single units I expenses in 

that month. (F:tgure 3). The spread betvreen the two types or organizations 

expenses usually was about $500 each month except in June when this spread 

was about $900. The increase however was not as large as for thL single 

unit cooperatives. With the.m the expenses increased from about $7, 200 in 

May to over $10, 700 in June 1mereas the proposed cooperative' s expenses 

increased from about $6,6cn in May to only $9, 800 in June. This ,-ras due 

to the large decrease in labor expense caused by fonni.ng the multiple unit 
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orgarJ.zation since labor expense increased more than the others in that 

month and therefore the larg(lSt effect in changing the seasonal expenses 

was then shown. The expenses of July are also rather large due to the 

late marketing and shipping of wheat. 

The expenses drop after harvest to about the same auount as they 

were before harvest. The expenses of that period ranged frori1 a bout $5,900 

to about ~,6, 600 (Figure 3). August is a rather inactive month for grain 

business anci. t.he petroleum business probably maintains the expenses to 

the level which t :1cy are. The fall planting and ~eeding operations in

creased the expenses of' the cooperative i.11. September. The October expenses 

were the lo.rest of the year totaling only about $5, 900 (Figure 3) . This 

was due almost entirely to lower labor costs, this expense also reaching 

its lowest point that month. A general increase in most of 1,h expenses 

caused novanber to be the highest cost month of the post- harvest period. 

The sideline feed. business is usually active in November as the sumnwr 

pastures have been exhausted and the wheat pastures usuall,y arc not ready 

for winter erazing. Feed grinding which requires a large amount of labor 

is also increased in that month. The decreased labor expenses lowered the 

December expenses to approxitlately the Ja.nua~J level .. 

Comparison of the Fixed and Variable Expenses 

'l'he fixed expenses were generally the ones vr.hich were decreased by 

fonning the multiple unit organization. The fixed expenses were lo-nered 

from ~51, 71.2 .66 to $46, 949.03 or a difference of $4, 763.63 (Table 20 ) . 

These reductions however did not occur in the fixed expenses which were 

related to the physical assets since they remained the same. The decrease 

was largely due to less expense required for the manager ' s salacy and 

sorae of the administrative anu selling expenses. The manager's salary is 
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100 per cent fixed. The reductions oi' the adL'.li.nistrativc anti selling 

expenses were in the director's fees and legal a.nu auditing expense both 

of .-.-,uch aro 10) per cont fixed, and the dues arni subscriptions which 

are 90 per cent fixed. These expenses accounted for $3,324.59 of the 

difference in fixed costs . 

The variable expenses were lowered from $33, J 36.L.7 to $32, hl.7 .89 

or a difference of $1,LJ.3 . 58 (Table 20) . The major portion of this change 

ims due to other labor and supplies.. The v~:.riable expenses changed less 

than did the fixed expenses since the volu;ue handled was assumed to be the 

same. 

The total expenses of the multiple unit association would be 59.2 per 

cent fixed as compi.ll'ed to 60 .5 per cent for the stations operating as 

separate organizations. This is a rather insignificant change and. would 

not cause much change in the proportion of fixed to variable costs pe;r 

unit. The effect vrhict . it would have in the power to reuuce the cost per 

unit by increasing the volu..rne would be lessened more than if the fixed. 

costs composed. a larger share of the total costs. When more of the cos-u, 

are fixed a c llange in volume woul d have mare effect in reducin,-. the cost 

per unit since the fixed costs are assumed to remain constant regardless 

of the volume and therefore more volume woulci decrease the fixed costs 

per unit . 8 

8For example, if a firm has fixed costs of $40, 000, the fixed cost 
per unit with an output of 4, 000 units would be $10. If the output is 
increased to .J , 000 units the fixed costs per unit would be $5, decreas
ing the total cost per unit by $5. 



SUMMARY A.ND CONCLUSIONS 

The farmers grain cooper atives of Hocky, Mot.ntain View, an.i Carnegie 

are primarily wheat marketinrr, organizations. Sideline departments have 

been added so that now a great deal o.f their business i s from sidelines. 

'l'he cost conditions which exist at each association is in close relation 

to t he amount of sideline business which it has. 

VIheat composed 91 .. 6 per cent of the total sales at Roclcy-, 79 . 2 per 

c ent at :Mountain View, anc1 70 per cent at Carnegie during the period from 

19L.6 through 1943. Among the sideline commodities handled were sideline 

grains, merchandise, coal, produce, and p ·, troleum products. 

Mountair! View had t.11e largest investment as a r esult of their con

crete elevator. They also had mo.l'e net worth than either of t he other 

associations. Doth Rocky :mu !.iou..'1t-a:..-1 View h~-..d 1.:iore sales t han aid 

Car'Ilegie, however tho i..'"l.Creased sideline business at Car::tegie resulted in 

that organization having more gross earnings and higher costs of operation 

but less net earnings. 

Salaries and wages was the l argest of t he operating expenses composing 

J..e.S per cent of the total. Taxes, depreciation~ and insurance composed 

1 7 per cent of the operating expenses. A calculated interest expense v1as 

included which accounted for 11.5 per cent of the operating expenses. The 

remaining expenses were or' such itE!ms as utilities, repairs, supplies, 

truck expense, and the administrative and selling expenses . The expenses 

increased each year as a r esult of increases in both the general price 

structure and t he volume of business. The total expenses of 191-'6 were 

approximately 25 per cent higher than in 1946. 



The physical facility and interest expenses composed a larger share 

of the total expenses at Rocky anJ I,!ountcin View th::m at Czirnegie. This 

was a result of the type of business done ·with each organization. Rocky 

and £-.fountain View had more 1·1hcat f a.cili ties while Carnegie ts sideline 

business increased tho mere vuriable expenses. 

More labor was required with sidelines t ha.11 vrith wheat iThile the 

whoat business required moro depreciation, insurance, and interest as 

related to the larger physical facilities .. More expenses were required 

for a dollar of sideline sales than for a dollar of wheat sales. The 

average cost for hand.ling a bushel of ,:heat was 3.09 cents at R.ocky, 3.9 

cents at .Mount ain View, and 3.22 cents at Carnegie. The larger cost at 

Mountain View was a result of the large investment in facilities. The 

cost of hand.ling a aollar o.r sideline sales was 12.9 cents at Rocky, 3.49 

cents at 11ountain View and 13.53 cents at Carnegie. Tm ca.use for this 

variation Yr..i.s a low volume of sales at Rocky and less efficiency at Carnegie 

in aduition to more services being required Ll'l the service station.. The 

larger sideline cxoenses were primarily a result of rao:re labor requirements. 

The net :marg'ln p...;r bushel of wheat w::i.s 3. 85 cents at Rocky, 1.,53 cents 

a.t Mo1.:.ntain Viev,, and J.81 cents at Carnegie. The net 1r.argin per dollar 

of sideline sales w-as .13 cents at Mountain View while a deficit of .. 44 

cents at Rocky and . J9 cents at Carnegie occurred. The vmeat clcpartment 

returned net earn:i...: igs eacb. year to all three associations. This depart

ment's net earnings averaged $22,493.54 at Rocky, 312,668.25 at Mountain 

Vie\,., and $13,300.02 at Carneg-le. Mountain View· was the only association 

w1ich realized net earnings over the µeriod from sidelines. 1'hese earnings 

averaged only $851.42, while the average loss in the sideline department 

was $15J.Lh at Rocky and $3,076.96 at Carnegie. 
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The seasonal marketings of crops and demands for services caused 

seasonal variations in the expenses of the as3ociatioll$. The labor cost 

exerted the largest influence on the seasonal pattern. The mn.rketinP, of 

v,i1eat in June caused the exp&nses to reach a peak in that month. The ex-

tent of t he peak as well as tho variations of other months differed between 

t he associations. The expenses tended to remain more stable in the periods 

before anJ after harvest with the organizations having less sideline busi-

ness. They however increased more in the period of harvest as a result of 

more adu.itional labor being required to supplanent the smaller labor forces 

at t hose organizations. 

The associations handling more wheat had a larger proportion of their 

expenses fixed. This "'<.ras the result of more facilities being required for 

that typo of operation .. The &10u.nt of' fixed costs increased each year at 

t.he a.:::sociations . The variable costs also increased., however these in-

creases -uere not as large as the proportional increase in total expenses. 

This rE,sulte::d i n an increase in the ratio of fixed to variable costs in 

the organizations. With an increase in sideline business between organiza-

tio:::15 , the proportion oi' variable expenses increased. This was a result 

of t he type oi' expenses required. for sideline business. An increase in 

t his type of buslncss r equired nor~ labor and other expenses which are 

largely variabl e . 

It W<l.S determined that the operating expenses could be reJ.uced. con-

siderably by c~mblning the single unit cooperati ves to form a mulitple 

unit organization. An estimated reduction in total expenses of 7. 2 per 

cent co-....ld be accompli shed. 'The largest decrease in expenses would be 

t hrough reducing the labor expense by having only one manager anu one 

bookkeeper. An ap".ll"oximate saving of 10.6 per cent would result in this 

expense. The a.drninistrative and selling expense could be reduced by 17.2 
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per cent by having less expense for director ' s fees, legal and auditing 

expense, and dues and subscriptions . The payroll taxes, telephone ani 

telegraph expense, supplies, and advertising are the remaining expenses 

which could be lowered by forming t.he multiple unit cooperative. 

The sideline expenses ~·;ould be reduced more than 1,10ulct the wheat ex

penses. The expenses related to the physical assets ·.rould not be reduced 

since the p"L:mts would remain the sume. !~ost of these expenses are allo

cated. to the vd1eat depart..~ent and therefore less reduction of expenses 

would occur in that department. 1'he largest decreases occurred in labor 

and the other variable expenses which were largely aJ.locateu to the side

line department . The cost of h .1.nJ.ling a bushel of ':,'heat would be J. 21 

cents as compared ·,'i. th the existing 3. J,.3 cents. The handling cost for a 

dollar or si-lol:L'10 sales would :J.lso be reduced, from 11.92 cents to 10. 98 

cents. These r...::ductions would result in th,; oot earnings of the wheat 

~epartment to b~ increased from $h8,461.81 to $50,591.96 while the loss 

of t:2 , 378 . ?o i n the sideline d.e")artnent would be eliminated and not earn

ings of ~1.,673.08 could be realized .. 

Another· effect of the reorgard.zation vrould be lessening the large 

seasonal poc.1ks of so,ne of the sir.gle unit orgwization's expenses. The 

entire seasonal pattern of expenses ,.,..ould be so·:.errhat stabilized. 

Both the fixed and variable expenses v;ould. be reduced, hoi:1ever the 

ratio of i'ixeJ. expenses to total expenses would be decreased.. The proposed 

association would have 59. 2 per cent of its expenses fixed as compared with 

60 .5 7,i.th the 8ingle unit organizations. The variable expenses could not 

be rcxiuced as ,nuc.1 J.ue to the fact that the same volume of business was 

assumed. r.'ith a smaller portion of the costs fixed, the association would 

generally have less pcr:,rer to r-ed~ce the costs ner unit by increasing the 

volume. 
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1947 1948 

Sicleline~ Total ·wheat Total 
.. · C 

r,- - -·1 ' ,r,.... 
i)' :_ .. _L.J.. Iii' vu ,1:,11c. Jo ;3, ,:2:t18., 71 ,; , 7'J9, 17 

Dcpx·:~ciai~.ion 1, 7,14:.?0 1,845.78 615.26 3,119.37 l,'JS0.3? 

7%.39 264.?9 ;J(l.(c, 3G 23S.12 

b'/7 .41 '770. G2 

591.BE 413.89 C54.77 1, -- :'~3. Gl =)Jl.OG 
/ 

Utilic.L,; 3CO.G6 6bG.38 

139.23 39. 6.1 136.29 103. 72 '3·~. ;:7 

Rcpei:cs 697,7'3 Gl4. •. .,1 23 

219. 2G 109.33 109.63 401.46 200. 73 1C4.70 1G4,70 

Advert.i ::;in:; 107.00 Sl. 75 92.{,2 7::J. :_q 

224.10 -0- 224.S5 107.9?. 

1,145 .. 22 . .::.s1.1a J91.0l 177 ,41 

TOTJJ...i3 17 ,lGO. 58 9,344.37 7 ,E"-06. 2l 20,527.~3 11,787.96 .a,559 .47 21,530.40 12,CS'._:6.l? 9, 2'1·~. 22 

* Sou-rce: .Annu·(L Audits of t\e 1'.s2oc:Lti•m, from 19,1G t;ir:.:ugh 1948, <n.d cstim,. tes cf tho mnn• go:,·. 



19fG 1947 

Tctal 

(D)LLAR.S) 

11,373.(G ,~, 731. 2S :V.,315.0S 

l,'117.15 921.:::9 1, 3J9. 20 

?9 .03 1,708.17 

1~ , :30 E • '11 1,.:02.18 '.:,613.7; 

S17. 71 1,157.33 7f~:~:. JO 

UtiJ:~ "'· s 977.71 G.65 591.0:J 

~21. 50 30).00 

l,C9G.Gl 

2/.J(;. 79 701. C:>.h 964. 74 289.42 

2S(). 25 GG.04 

Trucl·~ Expense 256. 24, -0- -0-

1,227.43 383.38 ?31. :?.6 

2t':,279.4C 13,066.22 .12,215.25 

Sic:.clines Total 

lG,Gl6.T:: 

3Gl.17 2,439.CEc 

9,>: .91 

40.15 

7G7.D6 

· c1:_;.52 

224.19 l!..:9.27 

.3::iS. 92 !363.71 

14,515.74 

::, - 9.17 

1, ,.lOJG 

7r
,_.,i ·-> :.,· •• -:•,.) 

500.GO 

!~:/1.41 

51.?5 

-C)-

(29. 36 

38 

929. 2S 

1,2rn.v: 

l,Vt)7 .29 

127 .L2 

193.57 



Inter,::sL 

TJtili-!:,lcs 

. supplies 

Administrative and Selling ?xpense 

TO'l'ALS 

_:;:.,\/ll:-~.:_.: ... COGI)-~~ .tT.~:VE :MILL i.I}L IL~~'.'TP~TC.F:_ I.SJC.1CI!i.TICi\J Of' ·ct .. /3!7:-~/~II::, O:{Llli~irU\, 
.FF.,.:J.M 19·'16 'l'il?.CUCrn 194::'.* 

19(G 1947 

Sic~alines 

( l.X) Ll., ' -- '" ) . - ru:::) 

18, 7:J9. c;:J 5,JDL23 l-C,'-!17. ~-: ') 
-.,;;;, 19,?~:5.d2 ~S, 969.U9 lE, 'h3.93 

1, G/i;·J • 'J 0 29}3.95 1, rsfio. :J8 1,953.1'.l, 579 • L:k9 1, G73.G5 

1, 3,1;,:. 3D i-~4 4-i. ;51 1, 09~j .03 1,991.95 2'J?. ;l 1, 699.12 

2,Jo,.1:. 31 -as. ~ ,-00 1, C8I5. GG 2,265.79 6~J7. 4(-) l,.fj76.35 

':'J9. 29 162. ,-'·""' 73G.74 I/:"" 7i· 351. O!.~ 1,064.70 :JD ..L' :;:i(., •• ;; 

1, ?C2.~11 :,>10 . 961.93 1 1 4.GG.Qi) 2:n.sJ 1,135.56 

;22:3.,a 133. :){ (Jg .~7 190. G5 llG. 3C 711. '.3D 

13d-~:. ;56 Gl9 n~:_ 
• 'J ~-- !2G ~:). 251 1,245.03 873.62 ;~7.;.41 

1,4u:- . 62 l·E. .<~ 1,310.:)6 ~;, ti3;J. ~34 (::Jt).{315 3,J30.1G ';. .. ·;._) 

0~2:.i .1a 32.::_2 291. '7G ~.: :~.~2. rz 2 ..... -, 
J·.:.,. ?7 ,,70.,t 

2, :55~~. 2l -0- 2,552.2]. ~~,-='J.:5G.44 -0- t:,4D:3.44 

1,7,19.92 ·::1s1. ,JG lrl98.46 1,102.-~2 6ll.-J9 490.~3 

52,9;35.85 G,745.65 26,258.18 57,702.48 7,972.95 29,729.55 

1,030.'37 

:l,38d.4G 

41,503.64 

1943 

4, ·)71. ;l 

.;:,rs.Gl 

7d.7:3 

r; 
-·.)-

1, ,_:,07. 4-2 

9,702.02 

89 

l,G00.72 

l,G::::L.9G 

9J7.35 

l,lliJ.77 

\J:JG. 72 

703.SO 

4,706. S4 

51,801.62 



Expense Items Jt::.nu:,ry 

S.,~~.1 Pil"~.~c. ;~ 1 lJ .... t Yifi: :::cs _·:E.~35 

Dcprccia.ti~;~-"}. lGO. 20 

Inr,ur=.:.11cs ·. D.l .Bon::-,s 90. ;·.-15 

In-t.rcst 23G.Ll5 

Taxes 96.69 

Utilities 92.51 

'!'nlcpt.one and 9.96 
T(1le'::ra;)h 

Repairs 2.25 

Supplins 19.9S 

Advertisin:: 2.67 

Truck Cx~Jonse G.25 

J:..clminis-trat,i "':/e r:'Lld tl6. S8 
Sollirnt ~2><p2nt.e 

TOTJ\LS 1,299.Gl 

TABL.G 24 

J,.VZJ.AGE sr;AC:O!f]L V FSIJ.TICrI UF 7X:J~ OPERATING E::.C!?ENS.:~S roR 
·rrrl'~ FiiJJ:":'.'/3 COOPER:~TIVE GfuUN i'1f.O SUP?LY OOMP1\NY, INC. OF ?.OCKY, OKLAIJDMA, 

FHOM 194,S T'IITCUC:II LJ48* 

Fe< bru.:a.y J,Lrch April J.t:.y June July Autt.1ct 

'"'CT- AR") .:.J i~L .. ~: ( LCLL; "'~) . . ",.t.. .. \..' 

c:;53.90 E'.l,L .12 G51. 70 [;4:3. Gf, 2,119.33 67U.0Li , : 3 .co 

1e1 .. os 1?3.H, 183.14 178.49 ::'.!1J. 70 220.70 '220.70 

a,·. :-,z 
-;:;J. tJV 9U •. ~;5 90.::;r 90. ;;.3 ':30. 54 90.-''.-3 90.DB 

236.45 ~236. (3 ')r'?l,"'l ,! n· 
~ .. vo. ·:.:.:a 256. •14 ~~~:. ,3. 1!~ 4 :236.,14 256.45 

9G.81 95.80 96.49 =;'7. - ,.) 160.44 102.29 98.74 

05.41 77.05 78.54 67.94 '72.CS 85.01 G2.2G 

11.55 7 .12 ll.50 10.95 22.43 13.92 9.69 

27 .. 49 58.15 105.22 56.l.5 74.ll 112.11 58.46 

13.79 2G.92 Ll.Cl 6-1. [~7 42.3'7 10.10 !;3. ')7 

2.67 6.83 2.G7 4.01 G.20 8.61 6.00 

28.97 7.21 - 11.12 57 .47 18.93 17.73 7 .29 

182.70 85.93 ,j/"/. 96 186.27 192 .15 lSG.05 120. 72 
r 

l,49G.15 1, 3f17 .21 1,39'7.ll l,bf~,G.Jl /\. ~:G. • fit, 1,761. -A 1,:: 0.79 

90 

SeptBmber October Novcrnbc-:.· D,xomlY 1·· .Tc\al 

:.:A31.9G :-~--~:-9 •. 3e 5S2.93 )l)8. 61 3,303.30 

220.70 222. :;7 223. :30 ?.2·3 ~ /\ ~: " ::. ' >=1.7il 

90.53 9C:. ~·3 90.E3 9().; :3 1,ca~.n 

256.45 25(3.43 256.43 25G.45 2,337.19 

.J, • ,v 97.G4 '· 97.76 98.02 l,2B5.44 

~~c ~ :::i. :)5.Cl C7.67 G6.44 f381.SO 

12.00 .7 .94 9.20 ll.GO 137 .59 

'It~ .• Gd 47.77 2G.7G 46.64 6'71,75 

::.o .·96 16.11 ?.2e 4.71 510.04 

2(~:.18 ;_;;:: 0 35 3.47 59.90 1:::;9. 54 

7.25 15.19 14.70 l~.43 1-3 ·.;. :52 

71.71 45.10 ,~f;. 9:;; 153.09 1, 5:,2. 22 

1,512.84 l,4l:3.13 l, 08°i. fl ~ -_ 't'!. 72 19, L/)2. 80 ..L, 



Expense Items January February March 

Salaries and Wages 1,054.48 1,093.35 1,280.84 

Depreciation 146.84 147.44 ]48.01 

Insurance and Bonda 131. 05 131.05 131. 05 

Interest .391. 06 391.06 · .391.06 

Tana 99.61 97.75 105.40 . 
Utilities 74.19 86.05 86.17 

Telenhone and 16.77 25.35 29.74 
Telegraph 

Repairs. 71.17 41.64 39.54 

Supplies 18.3.14 266.28 .30.27 

- 28.56 Advertising 11.17 5.80 
I 

Truck Expense 28.98 113.96 13.3.3 

Administrative and 90.95 47.f!'l · 104 • .39 
Selling· Expense 

TOTALS 2,299.41 2,447.60 2,.388 • .36 

TABLE 25 

AVWGE SEASONAL VARIATION OF THE OPERATING EXPENSES FOR -
THE FARMERS COOPERATIVE ASSOCIATION OF IIOUNTAIK VIEW, OKLAHOMA, . 

FROM 1946 THROUGH 1948* 

A r-il. · June J A 
DOIJ.ARS) 

919.::'0. 958.65 2,291 ... 45 1,076.5.3 

148.0l ]48.01 180.61 1e1.99 181.99 182 • .3.3 

1.31.05 ]31.05 ]31.05. 131.05 131.05 131.05 

.391.06 )91.06 391.06 391.06 .391.06 391.06 

95.99 96.13 127.01 99.74 99 • .35 99.47 

72.52 67.92 70.74 86.26 108 • .30 68.4.3 

29.67 29. C11 35.51 44.47 35.34 20.90 

. 
121.74 2:73. 70 · 94.87 - 259.10 22.00 .35.04 

76.62 148. 76 48.02 57.47 28.51 184 • .36 

.3.3. 85 6.43 18.8.3 4.8.3 7.50 14.67 

ll.8:3 12.09 18.9.3 11.49 17.46 8.80 

ll6.99 72 • .35 72.76 73:61 55.89 40.64 

2,209.23 2,335.22 3,484.84 2,417.60 2,126.91 2,284.13 

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

91 

Ootoaer lovember DeceabeJP-· Total 

89.3.42 1,207.42 1,005.20 14,001.08 

183.65 188.48 201. 70 . 2,0.39.06 

1.31. 05 131.05 131.0.3 1,572.58 

391.06 .391.06 .391.12 4~692.78 

94.47 10.3.68 100.57 1,219.17 

65.44 71.86 69.81 9Z'l.69 

29.46 V.40 29.95 .35.3.63 

1.39.92 66.84 105.26 1,270.82 

17.00 18."4, .33.23 1,092.10 

14.67 28.19 11.47 185.97 

28.25 19 • .36 19.52 304.02 
• 

68.77 106.13 40.45 890.80 

2,057.16 2,.359.9.3 2,139.31 28,549.70 



Expense Items January February 

Salaries and Wages 1,465.43 1,506.88 

Depreciation .. 152.13 153.45 

Insurance arid Bonds 156.33 156.3.3 

Inter&s·t 189.56 189.56 

Taxes 97.46 98.20 

Utilities 141 • .30 1.33. 81 

Telephone and 20.65 20.24 
Telegraph 

Repairs 40.94 86.46 

Supplies ·58. 75 l:J9. 70 

Advertising 87.9.3 26.58 

Truck Expense 264.87 251. 0.3 

Administrative and 262.17 224.42 
Selling 

TOTA IS 2,937.57. 2,956.66 

TABLE 26 

AVERAGE SEASONAL VARIATION OF THE OPERATING KXPENSES FOR 
THE FARWERS COOPERATIVE MILL AND ELEVATOR ASSOCIATION OF CARNEGIE, OKLAHOMA, 

FBOM 1946 THROUGH l94S-

.March April ... May June ·July August September 
(DOLLARS) (OOLURS) 

1,610.41 1,516.14 1,801.22 2,393.23 1,9ao.n 1,635. 7.3 1,594.92 

153.45 154.50 151. 7.3 152 • .34 149.53 15.3 • .38 155.29 

156.33 156.34 156.34 156.34 156.34 156 • .34 156 • .33 

189.56 189.56 189.56 189.57 189.56 189.56 189.56 

100.19 98.48 10.3.92 ll6.27 107.6.3 100.92 99.45 

109.89 95.48 88 • .3.3 lOJ.56 104.0J 92.37 92.40 

14.98 14.56 20.22 35.95 20.75 15.49 17.16 

37.22 60 • .38 45.89 51.96 25.48 52.79 109.01 

261.92 297.81 137.61 329.49 240 . .37 99.21 125.41 

29.00 40.88 82.57 32.12 65.85 30.95 37.91 

182.11 121.10 201.02 163.15 1.49.42 102.71 95.29 

· 259.14 215.15 307.60 236.40 250.00 2.3.3.97 275.60 

3,104.20 2,960 • .38 .3,286.01 .3,966.38 3,439.13 2,863.42 2,948.33 

* Source: Expense Ledgers of the Association, froJJI 1946 through 1948. 

92 

·oc;:tober November December Total 

1,469.60 1,612.14 1,463.13 20,048.94 

162.63 162.63 152.02 1,85.3.13 

156.33 156 • .3.3 156 • .3.3 1,876.01 

189.56 189.56 189.56 2,V4.73 

98.13 100.63 97."39 1,218.67 

120 • .31 · 147.94 11.3. 79 1,.349.V 

23.21 15.02 17 • .34 235.57 

89. (:f:J 208.88 er, .Z7 895.97 

111.85 85.0S 86.14 1,943.31 

19.67 38.05 53.31 544.82 

111~55 357.86 133.98 2,134.C9 

239.Z'l 243.08 275.32 3,022.12 

2,791.80 3,317.17 2,825.59 37,.396.63 



95 

TI.BL.'.::~ 27 

THE Tlff::::s SD1GL',: UNIT .:'S:?OCIATIONS 
l"'HCM 19,1,3 I' i,RCUC'l 1948 

' 

::~~<:p~~;n;.:c~ I:·;umD J. nu,,.:cy Fo 1y•:·w r·y Afo.rch A;:ril May J1me July August. Se!:Yt;eml'.Jur October f~c·\tDm1)0J.' Jccombe,· ·:~,(,ital 

( lX)LI.,tJl$) (OOtLAhS) 

S D..l D ... ::·,j_ C (: :1cL '";";"1<":' 
·. -, . ',.~ 5, C) r: '.·':, • 7 4 3,139.lLl 3,{0!j. 56 3,027.75 5,306 •. '.l 6,303.05 5,75'-1.70 3,270.18 5, 264:. f!7 2,922. G9 5,Z:{)2.53 5,05G.90 '~:2, ~;__;5. :32 

Deprsci::: '·,ion 4::~.9. 21 0S1.98 t'.:,84, i59 ·13:j.64 47.S.25 ::)S5. 85 552~21 5;)J.08 5fi.,?. 55 sc:· 9S 574:.92 i'i80 .14 :3, 555, 95 

Insuranco and Bonds 577.91 577 .91 577.91 3'17.91 577.91 '377 .9E 577.91 377 .91. 577,91 577.91 577.91 5?7.91 4,554.96 

Interest Sl7.0G 817.06 317.06 817 .06 81'7. 06 Dl'l .06 S17.SG :317.05 ?17 .05 81'7~:JG 31?.0G i317.06 9,804.70 

Taxes 295.76 292. 77 501.58 290.97 297 .12 405.71 509.GG 299.01 29G.Cl 290.25 502.07 29:i.97 5,675.28 

Utili ti,_)s 507 .i:10 305.28 275.12 246.54 224.19 255.14 275.57 262.92 221.54 251.SS 237.46 250 .ot; 5,158.76 

Telephone and 47 .57 56.94 51.84 55.55 .6C. 21 93.95 79.14 60.51 50.07 GO.GO 51.65 [38. 82 '726. f:9 
Telegraph 

Repairs 114.55 155.58 154.88 285.55 555.74 220.95 596.69 133.26 222.72 2'/7. 52 302.L:19 2r,9.19 2,83H.!A 

Supplies 261.811 589. 76 519.ll 37J,45 551. 24 419.88 '!JJ7 .95 lfil.68 360.72 1°1.4.96 105.7S 12(.08 5, 3.(.!S. -4:['., 

Ad-..rertisins 101.76 35.0t1 6tl.58 77,40 95.UO 57 .lf; 79.29 44.46 73.77 3G. ,::._~7 B9.72 10.;. ::;g 890.33 

Truck 3'·:.pense 500.09 395.9G 202.65 1{4.06 2f:50. 57 202.02 178.GS 127 .47 111.55 Ui2.97 591.95 1G7 .91 2, t)25. ,:,5 

Adm.inistrati v:, ~}nd 599.69 /J:~·>1.98 ijJ~7 .45 380.10 G6G.22 f,07 .30 ;:i09.67 410.58 '387. 99 3Sl.15 398.16 <L'.1.8"' fi; 26C .14, 
Selling E:<pense 

TOTALS o,~)3~).;.is G,9G0.40 G,879.75 G,GGr.74 7,178.00 10,714.79 7,618.50 G.,Al.11 :::, 74-'.:: .ll C:, 302.111 7,031.38 ~)' "A 
.::\.) .. "":7 s:::/:.19 .15 

* Scurce: ;,:.· :pen:}e Ledgers of the A:,aocio.tions, .from 19rlG th:.:ough 194G. 



Expense Items January Febr'Dary March 

Salaries and Wages 2,728.69 2,804.38 3,042.81 

Depreciation 459.21 481.98 484.59 

Insurance and Bonds 377.91 377.91 377.91 

Interest 817.06 817.06 817.06 

Tu.es 286.10 2Er'l.99 293.95 

Utilities 3r:t7.80 305.28 2'73el2 

Telephone and 41.18 49.67 45.17 
Telegraph 

Repairs 114.33 155.58 134.88 

Supplies 225.66 ))5. 76 274.94 

Advertising 90.73 .31.27 57 • .38 

Truck Expense 300.09 39.3.96 202.65 

Administrative and .323.54 .385.4) .380.18 
Selling Expense 

TOTAI.S 6,072 • .30 6,426.27 6,.384.64 

TABLE 28 

AVERAGE SEASONAL VARIATIOi'< OF THE OPERATING EXPENSES FOR 
THE PROPOSED MULTIPLE UNIT ASSOCIATION, 

FROM 1946 THROUGH 1948* 

April May June July August September 
(DOLIAR) (DOLLAR) 

2,705.98 2,955.77 6,081.84 3,338.01 2,921.71 2,917.92 

485.64 478.23 553.65 552.21 556.08 558.:33 

377.91 377.91 377.95 .377.91 .377.91 377.91 

817.06 817.06 817.06 817.06 817.05 817.05 

285. 53 291.77 369.82 301.31 290.91 290.82 

246.54 · 224.19 253.14 275.37 262.92 221 • .34 

48.40 · 52. 52 81.91 68.99 52.77 43.65 

285.33 355.?4 220.95 396.69 l.33.26 222.72 

.325.96 .302.16 .361.69 265.43 156.49 310.68 

68.97 82.94 50.95 70.72 .39.60 68.41 

W...06 250..57 202.02 178.65 127.47 lll • .3.3 

.312.62 457.01 429.12 438.40 .343.65 .308.65 

6,104.00 6,646.32 9,800.10 7,080.75 6,0?9.82 6,248.81 

*Souree: Ibpense Ledgers of the Associations, from 1946 through 1948. 

94 

October November December Total 

2,6ll.37 3,023.89 2,713.56 37,845.93 

568.95 574.92 580.14 6,33.3.93 

377.91 377.91 377.91 4,534.96 

817.06 817.06 817.06 9,804.70 

283.17 293.47 285.72 3,560.56 

251.55 2fY'l.46 250.05 3,158.76 

52.83 45.04 51.37 633.50 

277 • .38 .302.49 239.19 2,838.54 

124. 79 91.rn 106.94 2,882.02 

77.22 62.14 9.3 • .34 793.67 

152.97 .391.95 167.91 2,623.63 

286.53 .3.32.6.3 358.96 4,356.72 

5,881.73 6,600.03 6,042.15 79,.366.92 
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