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PREFACE

This study is concerned with the vertical coordination of market-
ing practices and services between local and regional grain marketing
cooperatives in Oklahoma and Texas. The area of concentration is the
availability and importance to local cooperatives of regional coopera=-
tive based services and marketing factors which have an effect on local
cooperative manager decision-making.
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-CHAPTER T
INTRODUCTION

The arrangements employed for the movement of grain from a local
cooperative to a regional cooperative are becoming. increasingly complex.
Advancements in.the fields of management, transportation, and communica=-
tion continually change the speed and efficiency.of the movement of
grain . up through the marketing:chain. Coordination of the arrangements
which control this movement of grain must adjust with the latest tech-
nology to utilize efficient procurement, storage, transportation, hedge
ing, and merchandising methods. However, little is known about the
types and degrees of coordination between regional and local coopera-
tives which would tend to give the greatest return and benefit to grain
producers. Additional research is needed to give direction te coopera-

tive management -in . the area of efficient coordination techniques.

A. Problematic Situation

A.1 Historical Development of

Coordinating Procedures

Insight into coordination in cooperative grain marketing can be
gained from the historical development of coordinating arrangements in
the cooperative grain marketing system;”iaepf‘changes in management,

transportation, and communication.



As is typical of many beginning institutions, the story of the
grain associations is one of "bitter conteéts, defeats and victories"
(3, po '276). The initial stages of cooperative grain marketing in the
early 1900's were periods of isolated efforts, of cyclical waves of
enthusiasm, of activities sponsored by farm:organizatiens, and of
growth, raplid expansion and unification.

‘Though many cooperative ventures_Wefe failures, many-farmers were
more satisfied with their cooperative dealings than they had been with
.private marketing methods. Margins between local private markets and
terminals often seemed excessively large. Reportedly, grain .dealers
often heavily penalized farmers for marketing mixed grains and then
would - screen out one kind of grain from:the lof to sell, with ne addi-
tional compensation.to the farmer. Collaboration among buyers often
.lessened competition. An .investigation by -the Interstate Commerce
Commission revealed the existence of agreements verifying the percen-
tage and amounts to be bought by -elevaters, -the prices té be paid, and
amounts of dockage to be taken (3). Some buyers set up their own
standards of weights and measures, differing. from:legal standards,

‘which allowed them to penalize farmers when their grain. did not meet
"standards."

Partly -because of these pfoblems in the early ‘grain marketing
system, farmers continued to form cooperatives. The peak in .local
cooperative elevator organization was reached in the early;1920's_when
-there were more than 4,000 active associations in.the United States (3).
‘The number of local codperative elevator organizations had declined to
2,614 by 1936 with total sales of $314,418,000. Terminal cooperative

agencies did $85,266,000 worth of business in the same year making the



total cooperative grain business approximately one-third of the total
grain business in the country (3). This volume of sales brought market-
ing problems for the local associations and stimulated interest in
‘grain cooperatives‘ét terminal markets. Cooperative terminal agencies
increased in number -even :though many -of the early terminal agencies
failed. By 1935 there were 26 cooperative terminal saies agencies in
.the United States (3). At first they were regular commission agencies
doing-a consignment business only. Since local grain.cooperatives sold
approximately half of the grain of members on'a. 'to arrive! or fon
~track' basis, terminal agencies, by failing to buy grain.in.this manner,
did not fully represent the locals in .the marketplace. However,

because grain producers desired.a stronger representation of their
interest in.the marketing of grain and desired for themselves the
savings possible at the terminal level, many -terminal grain associa=~
tions were acquired by local cooperatives and producers to actually
‘handle, store, grade, and take title to the grain (3).

These early .cooperative grain terminal purchase and sales agencies,
at one time, bought a significant portion of their grain.ffom shorte-
lived wheat pools. The first wheat pool, The Washington Wheat Grower's
Association, was organized in.1920, Other pools were formed and»ﬂyfthe
1924-25 season, ten pools controlled 28 million bushels of grain (3).
These large associations often.used monopolistic practices to raise the
prices of grains they handled. It seemed appropriate to wheat pool man-
agement to withhold supplies of grain, in.order to 'secure a higher price
in the marketplace. However, farmers associated with such organizatioens
were reluctant to wait for payments deiayed by the withholding.of grain

for higher prices. ‘In addition, in an advancing market, farmers who



delivered grain late in the pooling period received a price which was
lower than the market price at the time of delivery. In a declining
market, farmers. delivering grain.early -in :the peoling period also
received a price lower than the market price at the time of delivery.
In both instances; farmers were dissatisfied with the pools and tended
to accuse the cooperative of poor management. The decline in grain
.prices leading up to the depression proved to be the climax of problems
with the wheat pools, and fallure resulted.

The pools were not without value. 'Orderly marketing.of grains
did exert a stabilizing .effect on.prices (3). However, despite over-
‘zealous promoters of wheat pools, misguided attempts to withhold sup=-
plies, high expenses, and other obstacles, reglonal graln cooperatives
advanced the cause of large-scale organization.in.the United-States.
Such cooperative grain marketing effectively demonstrated the limita-
tions, as well as many of the advantages, of cooperation on'a velume
basis.

These .early local and regional cooperatives were relatively small
by today's standards. In general, local cooperatives in:a given region
were rather uniform in the kinds of marketing services they needed from
regionals, such as market information and advice and assistance with
transportation coordination. The level of advancement in transporta-
tion and communication seemed to dictate the volume of grain controlled
by a local., The early usage of teams and wagons proved to be an effi-
cient method for small short trips. Thus, a local did not have a large
trading region. After the first World War, larger and more dependable
trucks, improved highways, and improved communication gave rise to new

coordinating arrangements between local and regional cooperatives.
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Regionals expanded their facilities to accomodate increasing numbers of
trucks and rail cars transporting grain from locals to regionals.
Timing of grain receipts became more critical with the increased volume
of grain. Advance commitment of grain to distant markets became more
profitable and in turn provided incentive for additional advance grain
commitments from local elevators. Thus, coordination of grain marketing
continued to develop to better accomodate this increased efficiency of

transportation and the accompanying volume of grain.

A.2 Present Importance and Complexity

of Cooperative Grain Marketing

Today's cooperative grain marketing systems are a vital part of
the United States grain industry. In the 1972-1973 crop year, the 21
primary U. S. regional grain cooperatives handled 595 million bushels
of wheat, or 25 percent of the 1972-1973 total wheat supply of 2,409
million bushels (25).1 Cooperatives presently own 17 percent of the
port grain facilities, and 7 percent of all United States exported
grain pass through these facilities (2).

Thurston (25, p. 4) has estimated that "...the regional coopera-
tives!' share of members out-of-area sales varies among regionals from
about 25 to 80 percent.“2 This "leakage" of grain to firms outside the
cooperative system weakens the bargaining position of regional coopera=-

tives and increases their problems with respect to forward coentracting

lThe 2,409 million bushels wheat supply for the 1972-73 season

consisted of 1,545 million bushels of new crop wheat and 864 million
bushels of hold-over stocks.

2In—area--sales included sale to producers and to local feed mills.
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.large quantities of grain to foreign and domestic markets. These prob-
lems provide at least part of the incentive for grain cooperatives to
investigate more and more the advantages‘of various types of title
transfers and ceordinating arrangements between marketing stages. Title
transfer methods include selling out of storage, delayed pricing,
pooling, and advanced contracting., These title transfer methods can
occur within various degrees of coordination: ~simple open market
transactions, cooperation of two or more individuals, formal and infor-
mal contracts, or vertical integration. -

Efficient marketing demands that coordination arrangements con-
form to the complexity of the marketing system., PFigure 1 illustrates
the complexity of the wheat marketing system. The shaded blocks trace
the marketing steps through the cooperative wheat marketing system.
Coordination of risk aversion, delivery timing, title transfer, and
quality and grade desired, among other éctiVities, becomes very impor-

tant to insure efficient movement of grain threugh the marketing system.
B, Problem

Little is known of the nature, implications and potentials of
closer vertical coordination ameng grain marketing cooperatives and
their members in the grain marketing system. Past research has tended
to deal with operations at a given marketing level rather than with
the entire system, Much of the research. is impressive. However, it is
commonly known that increasing the efficiency with which a function is
performed (when considered in isolation) does not guarantee efficiency
of the system as a whole.

The grain marketing system has the task of coordinating ﬁhat is
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8
desired by consumers. While the system performs in this manner, anal-
ysés of the relative effectiveness of system performance seldom go-
beyond consideration of an activity at one particular level. The
research presented herein is designed to‘partially’fill the void in the
body of knowledge with respect to closer vertical coordinatlion among

regional and local grain marketing cooperatives.
C. Review of Literature

Over the past two decades, agricultural economists have called for
a systems-oriented approach té marketing research. However, éccording
to Godwin and Jones (6), progress in the direction of systems-oriented
marketing research must proceed at a,fastef pace if we are to develop
the expertise needed to deal with the relevant food and fiber problems
of the future. Eldon Smith (21) called for sets of rules and rela-
tionships that would make a market function more efficiently and which
would take into account the totality of relevant relationships and
interrelationships, market news, bargaining pewer relationships, and
production activities. He also proclaimed that literature is lacking
in this area but "...the>literature on intrafirm economics is. imprese
sive indeed" (21, p. 1536).

Many articles have included discussions on the need for a systems
approach to marketing problems, R. L. Kohls (10, 11, 12) has written
of the need for more progress. in research concerning efficiéncies of
the entire marketing system. He notes that many of the available
studies'are inconsisfent and are difficult to generalize. The
Southern Marketing Research Committee (24) echoed these same arguments

in 1963 by calling for increased emphasis on adjustment problems faced



byfmarkéting firms and industry groups. The committee stated that
marketing research should specify alternative courses of actions and
evaluate the gffects of these actions on each‘mafketing level con-
cerned. In a 1968 article, Leonard W. Schruben (19) illustrated the
advantages of a 'systems orientation' in attacking problems of inef=-
ficiency by constructing a model to treat questions of shipping and
merchandising jointly versus separately. An important advantage of
using a model as Schruben did becomes apparent when a change in the
price asked by one or more sellers, or offered by one or more buyers,
occurs. Also, a change ih the frelght rate betweeh two locatiens or a
change in the quality of a giwven lot may change the optimum flow pre=-
scribedaﬁfithe model. Moreover, profits occasionally»décline when
volume is pushed to capacity operation, an observed tendency in agri-
business firms, 'When any of these conditions prevail, there exists
tﬁe possibility of inefficiencies in the market system that are dis-
coverable through systems analysis. |
. In a later paper, Alden C. Manchester (13) outlined several dimen~
sions of performance of interest to resgarchers consldering problems
in vertical coordination. Included are operational and pricing effie
clency, price risks, and market power. Goldberg (7) and Juillerat and
Earris (9) indicated, in separate papers, that closer coordination is
evolving among grain marketing firms, including cooperatives, which
are either extending their operations and control closer to the cone
sumers, or are interested in closer ties with grain procurement
sources.

In an article that appeared in "News for Farmer Cooperatives" in

1974, grain producers were being advised to increase commitments,
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coordination, and efficiency, and to look for new ways to become inno-
vative (8). Areas of concern include transportation, producer/local
cooperative contracts, local/regional cooperative contracts, regional/
local cooperative services, joint product research, facility improve-
ments, and domesticrand foreign trade joint sales efforts. . However,
very little applied research has been directed specifically to verti-
cal coordination. in any agricultural industry, let alone the grain
industry. Some work has been done with respect to coordination in the
cattle industry by Purcell and associates Dunn and Rathwell (16,. 17,
18), along with a few other isolated studies. Similar types of
research.in the cooperative grain marketing system are likewise lack-
ing. However, Thurston and Meyer (26) did study recent activities
and organizational developments of regional coeperatives. They found
that management of regional aésociations face many problems brought
about by: (1) new or additional services required by member associa-
tions, (management must work more closely-ﬁith‘local members and help
them get geared up to handle and condition an even larger and faster
harvest of grain),qand (2) the need to help smaller locals consolidate
or merge their operations to better utilize facilities, improve
operating efficiency, and broaden their resource base.

An even more detailed and recent study was that of Donald Schwartz
(20) who studied the coordination of.operations between local and
regional cooperatives in a five state area including Chio, Illineis,
Iowa, Kansas and Indiana. He found that a large percentage of grain
ig lost to independents outside the cooperative system. He also found
that while it is not necessary for regionals‘to be large to be effie-

cient, there are potentials for grain handling economies of size, and
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" increased market power. Schwartz reveadled that 80 percent of the
local managers.in the sample indicated that their service needs would
increase in the future and that they would seek additional help in
areas of merchandising, market information, and transportation. If
regionals can anticipate these needs and supply the desired services,
Schwartz contends they may create a stronger relationship with thelr
local.

Finally, research members of the North Central Grain Marketing
Project, entitled Systems Analysis of the Economics:of Grain Markete
-ing, are surveying marketing practices of grain producers and country
elevators in their respective states. This study should complement

other research in cooperative grain marketing coordination.
D. Objectives

The overall objective of this research was to describe those
existing'marketing-pafterns and coordinating arrangements in the
marketing of grain from country-elevators to selected regional grain
cooperatives, and investigate those possibilities and potentials which
may exist or can be developed that would enable grain cooperatives to
increase producer returns through closer vertical coordination within
grain marketing systems,

Specific objectives were:

(1) +to determine the graﬁn»marketing.patterns and coordinating
arrangements that e&ist between local and regional cooperatives in
Cklahoma and Texasg

(2) *to determine those attitudes of local cooperative elevator

managers toward marketing procedures and coerdinating arrangements
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which are provided by the respective regional cooperative through
which grain is marketedy and
t3) to descriptively analyze and evaluate alternative marketing
arrangements and coordinationrprocedures which may benefit local as
well as regional cooperatives,

The research procedures employed are outlined in detail in Chap-

ter II.



CHAPTER IT
ANALYTICAL PROCEDURE
A, The Sample

To meet the objectives of the study, the managers of selected
grain elevator cooperatives throughout Texas and Oklahoma were inter-
viewed. The following discussion . describes the sampling procedure
used to select the grain cooperative assoclations included in the
study.

‘It was hypothesized that marketing patterns, coordinating
arrangements, and service needs 6f the local cooperative vary accord-
ing to the relative size of the cooperative. Thus, the population of
cooperative elevator associations governed by one management unit
(manager ‘and board of directors) was categorized according to storage
capacity (a measure of size) preparatory to the selection of a sample
stratified by storage size,

The first step in drawing a sample was to collect the storage
capacities of the locél cooperative elevators in the population. The
cooperative grain elevator population in Oklahoma and the coopera=-
tivest storage capacities were obtained from the directory of the
Farmers Cooperative Grain Dealers Association of Oklahoma. The coop-
erative grain elevator population in Texas was taken from the member

list of the Producers Grain Corporation of Amarille, which comprises

.13
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virtually -all the cooperative grain associations in Texas. Storage
capacities were obtained by direct contact with each local association
-in Texas.

The population was stratified into five storage size groups, as
shown .in Table i. ‘Thirty percent of the grain cooperative associations

in each size group and in.each state were selected as the sample.

TABLE I

THE POPULATION AND SAMPLE OF OKLAHOMA AND TEXAS
LOCAL GRAIN .COOPERATIVES

Oklahoma » Texas
Group ‘Capacity (bu.s) = Population Sample Population Sample
1 Tess than 100,000 6 2 12 3°
2 100,000 to 399,999 .25 7 13 5b
3 400,000 to 599,999 _ 23 7 15 5
4 600,000 to 999,999 22 g% 9 3
a a

5 Greater than 1,000,000 11 7 23 20

E/The variance of responses on the questionnaire is expected to
be wider in some of the groups than others because of the variability
of capacity sizes ameng groups. Also, because the storage capacity of-
group five is open-ended, (no limit on capacity), it was deemed advis-
able to secure a larger than 30 percent portion of the population.of
group five. The extremely large elevators were automatically included
in the sample because of the larger trading region they control as com-
pared to other cooperative associations.

E/A discrepancy -in the storage capacity of one of the members of
group one was discovered at the time of analysis. To interview another -
cooperative in group 1 (located in south Texas) would have been costly.
Therefore, group 1 has one less cooperative and group 2 has one more
cooperative than was originally proposed for the sample,
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Numerically, the sample can be defined as follows:

5 5
pX (.3)0i + ¥ (.3)T, = (.3)(P+R), where the
i=1 i=1 *

variables are defined as:

the stratified groups of cooperative elevators in Oklahoma,
the stratified groups of cooperative elevators in Texas,

= the size group,

the cooperative elevator population in Oklahoma, and

the cooperative elevator population in Texas.

o

w Y30

This sample size provided an-adequate representation of the population
for statistical testing at a reasonable cost.

A table of random numbers was used to select the representatives
from each group within eachistate. An additional 10 percent of the
population in each group was selected by the same method to be used in
case of interview refusal or>questionnaire-invalidation. The manager
of each sample cooperative was personally interviewed in the summer of

1974,
B. The Questionnaire

The questionnaife constructed for the collection of data can be
found in Appendix,A. ‘The structure of much of the questionnaire was
influenced by tﬂe following hypotheses: (1) title transfer and other
coordinating arrangements vary-according to the grains handled, and
- (2) the need for services and coordinating arrangements changes over
time. Thus, many questions'contain grain and time dimensions.

The questionnaire contains five major areas designed to meet the
objectives of the study. They are (1) general information, (2) coor=
dinating arrangements and marketing practices, (3) financlal arrange-

ments and structure, (4) the local associations managers' views of the
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regional cooperatives' performance, and (5) the influence on decision
making of marketing factors and services. A brief discussion of each

area follows.

B.l - General Information

Information was obtained on (1) the quantity-of grain marketed
through regional cooperatives, (2) the quantity of different grains
purchased from producers, (3) the gross operating margins received,
and (4) the utilization of local cooperative storage space, to deter-
mine general characteristics about the local's business operations.
Other types of general information included leocal services provided
noncoeoperative businesses in handling grain, and the importance of
different types of buyers with whom the local traded. In the ques=-
tionnaire, questions 7, 8, 10, 20, 28, 30, 32, 34, 35, and 38 pertain

to the general information area.

B.2 Coordinating Arrangements and

Marketing Practices

Questions in this section are devoted to vertical coordinating
practices and procedures. Specific subject areas inciuded avallability
and local cooperative usage of reglonal cooperative services, methods
of purchasing and selling grain and premiums provided by regionals as
incentives to local cooperatives to follow certain grain handling pro-
cedures. Other questions dealt with local storage of regional coopera-
tive-owned grain sources and frequently of price bids, and other mis-~
cellaneous coordinating arrangements. Questions 9, 11, 14, 19, 21,

23-25, 29, 31, 36, and 37 pertain te this area of information.
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B.3 Financial Arrangements and Structure

A portion of the questionnaire was devoted to the coordination of
financial arrangements between the local and regional cooperatives in
the cooperative grain marketing system. Information was obtained on
local elevator associations' acquisition of regional cooperative stock,
avallability of credit from the regional to the local, and the oper-
ating capital requirements of the local associatien. Information per-
taining to the financial structure of the local associations was also
sought as a possible basis for determining needs as financial struc-
tures vary. Questions 6, 9, 13, and 39 covered financial arrangements

and structure within the cooperative grain marketing system.

B.4 The Local Associlations Managers' Views

of Other Regional Cooperatives' Performance

Questions‘16d, 1l6e, and 18 were included in the questionnaire to
measure the service and grain marketing performance of regional cooper-
atives in the opinion of local grain cooperative managers. ‘Specific
items rated included regional cooperative personnel expertise, opera-

tional efficiencies, and informational services.

B.5 The Influence on Decision Making of

Marketing Factors and Services

To this point the importance of the services or the influence that
marketing factors have on the decisions made by local managers have not
been discussed. Questions covering this area were included to comple-
ment the questions on performance of the regional cooperative. Excep-

tional performance of the regional in providing an unimportant service
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or marketing factor may not be acceptable to the local. The value Qf
services and factors from the standpoint of the local associations!
- managers is measured by questions:15, 16, 16b, l6c, and'1l7. Questions
22 and 26 record the importance of different methods of purchases used
by the local and the impertance of various sources of information: used
in arriving at the quoted board prices for each grain marketed, respec-
tively. -Question :33 records the importance of different methoeds of

grain sales used by the local.
Ce. The Response Scale

A response scale of 1 to 99 was used through the questiennaire

to give a quantified measure of attitudes (example shown in Figure i2).

Not at all Tmportance Now Extremely]
Important and in the Future TImportant
. 7020 3040 5060 70 80 90 99

Figure 2, A Response Scale for Measuring: Attitudes

Such a scale simulates more nearly a continuous function than do many
-other scales, and it enables the interviewee a greater choice of res-
ponses. Also, each response scale number can be easily converted to
a standard normal deviate, 1f desired fér various types of statistical

analysis. Theoretical justificationhof the response continuum has

been ‘discussed by Oehrtman (15).
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D. Data Preparation and Analysis

Data collection was completed in the summer of 1974. Question-
naires were carefully-edited for -erroneous, incomplete, or contradic-
tory .information. They were then coded and the information placed on
computer cards for computer assisted analysis.

Custom written computer programs were used for much of the data
compilation. Statistical tooels of analysis included regression and
correlation analysis, and chi-square and Spearman rank correlation
tests.

The results from the analysis of the sampled data are presented

in the following chapters.



CHAPTER TIT

MARKETING PRACTICES AND PATTERNS OF OKLAHOMA
AND TEXAS GRAIN COOPERATIVES IN THE

HANDLING  AND MOVEMENT OF GRAIN
A. Introduction

The marketing patterns of the local cooperative with the seller
and buyer of its grain is discussed in this chapter. The first sec-
tion deals with forward marketing from the producers to the local
cooperative. The discussion includes methods of cooperative purchas-
ing of grain from producers, contractual arrangements between the
producer and local, operating capital requirements of the local, and
the utilization of storage space by the local.

The second section emphasizes marketing practices between the
local cooperative and its grain buyers. Specific areas of interest
are the commitment of grain by lecal cooperatives to regional coopera-
tives, gross margins received by locals from grain sales, sources of ‘
price bids for the sale of grain, price ptotection methods used by
the local, and methods of grain sales between local cooperatives and
grain buyers. A more specific discussion of existing practices
between local and regional cooperatives, where particularly relevant

to vertical coordination, will be presented in Chapter IV.

20
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B, Forward Marketing of Grain from Farm

to Local Coeoperative

Before marketing patterns can be thoroughly and effectlively anal-
yzed, some general characteristics about the sample population need to
be discussed.

The distribution of the 31 sampled local cooperative associations
in Oklahoma was uniform across the;western half of the state from |
-‘Southwest Oklahoma north to the Kansas state 1ine, and included the
Oklahoma Panhandle. This conforms closely with the Oklahoma wheat
belt, However, the distributien of sampled local associations in Texas
was found to be‘separated inte two distinct regions. Twenty-nine of
the 36 local associations in the Texas sample were located in the Texas
High Plains and primarily in the Texas Panhandle. The remaining seven
cooperatives sampled were located in the southern portion.ef the state,
several hundred miles .south of the Texas Plains. From the interviews
with the 1ocalﬁcooperative managers, differences in marketing practiées
-and modes of operation were hypothesized te exist between the coopera-
tives according to the Texas region in which they operate. Therefore,
much of the following discussion will consider operations of locals
according to their locatien in each of the two Texas regions as well as
in Oklahoma. The size distributiog of local cooperatives in the two
Texas regions:is presented in Table TI,

The differences between the three regions pertaining to types and
volume of grains marketed through the local associatien are given in
Table ITI. The six grains shown in this %table were the most important
by volume handled by local assoclations in the sample. Wheat and

grain sorghum were the most important grains for Oklahoma and Texas in



TABLE IT

SIZE DISTRIBUTION OF LOCAL COOPERATIVES
TN THE TWO TEXAS REGIONS

‘Group Capacity (Bu.s) Texas Plains South Texas
1 Less than 100,000 3 0
2 100,000 to 399,999 3 2
3 - 400,000 to 599,999 4 1
4 600,000 to 999,999 2 1
5 " ‘Greater than 1,000,000 17 3
TARLE ITT

BY COOPERATIVES IN 1973, BY REGION

o
&)

Region ‘ N Wheat ‘Sorghum COrnv Barlevy Sojbeans Oats
--------------------- Thou. BUuS.,=eerccccccccccccranncas

Oklahoma 31 959 59 5 35 7 16
Texas Plains 29 520 978» C117 7 34 4

South. Texas 7 0 1211, .0 0 0 0

a ' s . .

—/Rye, mungbeans, and other miscellaneous grains were grown in
some areas of the population of local associations, however their
relative economic importance was small cempared with the six grains
listed.

b/

~'N refers to the number of sampled cooperatives.

terms of the volume marketed. 'Of the grains marketed through local
Oklahoma cooperatives in 1973, 89 percent (959,000 bushels) was wheat

and 5 percent was grain serghum. In Texas the percentages were 27 for
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wheat and 65 for grain sorghum. The sampled associations in the

southern Texas reglon handled enly grain sorghum.

B.1 Methods of Purchase

Local grain cooperative managers have several options to consider
when buYing grain. The options include: (1) pay cash at the time the
wheat is brought across the scales, (2) forward contract, (3) buy
grain being stored in their own facilities, (4) buy grain from farm
storage elther for cash or on contract, (5) buy at a delayed price,
or (6) buy pooled grain. Tables IV, V and VI shew the distribution ef
grain purchases by methods of purchase for Oklahoma, the Texas Plains,
ana South Texas, respectively. Deferred payment arrangements are not
an infrequent occurrence in Oklahoma, but were not singled out in
these tables. A large portion.of all grains received in 1973 was
eilther stored for the farmer and purchased later or purchased for cash
when harvested, Very little forward contracting was done in either
Oklahoma or the Texas Plains. However, Table VI shows a major portien
of the grain sorghum marketed through lecal assoclation facilities in
‘South Texas was contracted on'a standard (or given) volume basis prior
to harvest for delivery and payment at harvest. A possible explana-
tion of this occurrence is.that the regional cooperative in Texas
exporting grain éorghum on contract might be willing to offer a more
competitive contracted price to local associations in South Texas
thereby making local=-producer contracts more appealing since thelr
grain sorghum-is closer to export facilities, and hence, cheapter to
transport.

Table VII shows the ranking by association managers of the methods



TABLE IV

- PERCENTAGES OF GRAIN PURCHASED BY VARIOUS METHODS USED BY
OKLAHOMA COOPERATIVES IN 19273, BY GRAIN

Methods of Purchase

Wheat Sorghum Corn ~Barley Soybeans. .Oats

Percent
1. Traditional Cash Purchase at Harvest : o _ ’
(Cash Delivery) 31 52 62 33 65 30
2. Contracted Prior to Harvest for
Delivery and Payment at Harvest 1
3. Stored for Farmer and Purchased _
Later: 57 39 18 66 33 68
4., Purchased (After Harvest) from Farm
Storage
(i) For Cash 4 1 2
(ii) On Forward Contract "2
5. Purchased but with a ﬁelayed Price 1
6. Grain Pool 1 2
7. Other® 3 9 20
Totalb 99 100 100 101 100 100
a/

—'0Other methods referred to here are:

1) bought from other firms, 2) purchased from

independent truckers and 3) still carried as open storage.

b/

— Columns of data may not add to 100 because of rounding error.

Ve



TAELE V

PERCENTAGES OF GRAIN PURCHASED RY VARTOUS METHODS USED BY
TEXAS PLAINS COOPERATIVES IN 1973, BY GRAIN

Methods of Purchase

Oats

Wheat Sorghum Corn Barley Soybeéns
- o e o o e o e e cowmecmePerceNtececcccccccccccancaa -
1. Traditional Cash Purchase at
Harvest (Cash Delivery) 55 42 38 84 65 72
2. Contracted Prior to Harvest for
Delivery.and Payment at Harvest 4 17 6 2 4
3. 'Stored for Fafmer and Purchased
Later 38 37 56 24 31 27
4, Purchased (After Harvest) from
Farm Storage '
- (1) For Cash 1 9
(ii) On Porward Contract
5. Puréhased but with a Delayed
Price 2 1
6. Grain Pool
7e Othera 3
. b *
Total 100 100 100 99 100 99
a/

Other methods referred to here are (1) bought from other firms, (2) purchased from

independent truckers, and (3) still carried as open storage,

b/

— Columns of data may not add to 100 because of rounding error.

Sg



TABLE VI

PERCENTAGES OF GRAIN PURCHASED BY VARTOUS METHODS USED BY
SOUTH TEXAS COOPERATIVES IN 1973, BY GRAIN

Methods of Purchase

Wheat Sorghum Corn Barley ' Soybeans Oats

[P p—— cemo-- mnomeaePorCeNtecccrcccccccncnen PRS-

1. Traditional Cash Purchase at 40
Harvest (Cash Delivery)
2. Contracted Prior to Harvest for
Delivery-and Payment at Harvest 44
3, Stored for Farmer and Purchased
Later 14
4. Purchased (After Harvest) from
Farm Storage
(i? For Cash 1
(i1i) On Forward Contract
5., Purchased but with-a Delayed
Price
6. Grain Pool
7. Other
Totala 99
a/

—"Data do net add te 100 because of rounding. error.

9¢
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TABLE VII
- METHODS OF PURCHASING GRAIN USED BY LOCAL COQOPERATIVES

RANKED ACCORDING.TO.VOLUME OF
GRAIN INVOLVED, BY REGION

o Texas Séuth
Methods -of Purchase Oklahoma  Plains , Texas
1, Traditional cash purchase at
harvest (cash delivervy) 2 1 2
2. Contracted prior to harvest for
delivery and payment at harvest 6 3 1
3. Stored for farmer and purchased
later 1 2 3
4, 7Purchased (after harvest) from
farm storage - for cash 3 5 -
5. ‘Purchased (after harvest) from
farm 'storage - forward.contract 5 - -
6. Purchased but with a delayed price 6 4 -
7. Grain pool - - -

8. Purchased from other firms _ 4 5 -

a/

=" The most used method is given a ranking of 1.

of purchasing grain according to total volume of all grains purchased.
Differences in the methods of grain purchases used do exist
according to the size of tﬁe association. Local associations usually
contracted more graiﬁ‘as their sizes increased, as shown in Tables
XXXIX, XL, and XLTI in‘Apﬁendix B, for Oklahoma, Texas Plains, and

South Texas ‘interviewed managers, respectively.

B.2 Operations of the Local Cooperative

The local associations must have strong financial backing and
storage facilities must be managed properly to lnsure efficient utili-

zation and maximum returns to patrons. Such operational facets of a
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cooperative association are discussed in this section.

B.2.1 Operating Cépital. The local cooperative must be financed

either from its own pool of capital or frem outside sources, - During
harvest seasons large amounts of capital are required by the local
cooperatives over short time perioeds. The cooperative associations in
the Oklahoma sample required an average of $1,222,558 during peak
operations.1 The Texas Plains and South Texas reglon sampled associa-
tions required an average of $1,398,242 and $857,143, respectively.
These differences can be attributed to the various sizes of associa-
tions within each région. Table XLIT in Appendix B shows these size
differences and the subsequent peak cash requirements by .region.

Locais can acquire capital from several sources including com=-
mercial banks, the Bank for Cooperatives, interest or non-interest
bearing cash advances, deferred payments frem farmers seeking tax
advantages, and farmer patron loans. In Oklahema .the Bank for Coopera-
tives was the secondary supplier of operating capital during peak
periods of operation, providing 25 percent of the total operating
capital (Table VIII). The most important capital source in Oklahoma
was deferred payment arrangements. The principal source of peak
operating capital in both Texas regions was the Bank for Cooperatives
with deferred paymeh£ arrangements a much less important secondary
source of funds. Commercial banks and internal capital provided much
of the remaining capital needed.

The amount of operating capital required by the local cooperative,

at any point in time, is determined by several conditions that exist

lPeak operations refers to any point in time (1973) when grain
purchases are highest.,



TAELE VIIT

- SOURCES OF OPERATING CAPTITAL REQUIRED BY LOCAL COOPERATIVES. DURING
PERTODS OF LARGEST GRAIN PURCHASES IN 1973, BY REGION

‘ - - Farmer Delivery
Bank - Interest Non-Interest of Grain Under Parmer

. Commercial For ~ Bearing Bearing Delayed Payment Internal Patron a
Region Banks Cooperatives Advances Advan;es Arrangements vCapital Lioans Total
-------- e et e e e e e D e = st a L e e D e L L T D L D e
=
Oktatrama 6 25 1 1 57 9 0 99
Texas Plains 2 70 2 4 13 | 9 1 101
South Texas 3 73 0 0 19 5 0 100

R ;
—/Data may not ‘add to 100 because of rounding error.

6¢
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during harvest., A multiple regression model was used to measure the

relationships between volume of peak operating capital required and

several selected variables. The regression equation.is given below.

Y = =3441.23 + 0.103X1 + .0412X2 + 43.94X3 + 10.O3X4 -»14.17X5 +
(4974.11)  (.0013)  (1.02)  (60.84)  (61.03)  (27.08)
2378.64X6 -»1133.02X7
(1745.53)  (1646.28)

wheref

Y = Peak cash requirement in hundreds of dollars,

X1= Annual volume of grain. handled by the aésociation,

X2= Total elevator storage caﬁacity in thousands of bushels,

X3= Pgrcentage of annual volume of grain stored by the local,

X4= Percentage of annual velume of grain purchased by the lecal at
harvest,

X5= Percentage of annual volume of grain sold by the local for
immediate shipment,

Xg= Dummy -variable for Texas Plains region,

and

X.= Dummy variable for Oklahoma.

Dummy variables were used in the equation to account for any area

differences in peak cash requirement due to size or differences’in

operation. of local associations between regions. The intercept term

of =3441,23 represents the adjustment for South Texas in the peak cash

requirement, The regression coefficients for variables X_ and X

6 7

represent the additive effects when censidering the Texas Plains

region or Gklahoma, respectively. The standard errer of the
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regression coefficients are givenlin.parehtheSes.

‘Seventy-four percent of fhe variation of the dependent variable
was explained by the regression analysis and this effect was signifi-
cantly different from zero at the ,05 probability level, with an F
value of 24.05. Except for Xl’ none of the regression coefficients -
are significantly different from zero at the .05 probability level.
However the regression equation shows fhat the need for operating
capital increases as annual velume of grain (Xl), total elevator
storage capacity (X2), percentage of annual volume of grain stored
(X3), and percentage of annual velume of grain purchased at harvest
(X4) increase. Also, the operatihg‘capital requirements ‘generally
decrease by approximately $1400,00 as the percentage of annual volume
of grain sold by the local for immediate shipment (X5) increases one
percentage point. Thus, the regression coefficient signs appear to

agree with normal expectatiens.

‘Bo2,2 Storage Space Utilization. Substantial differences existed

in the storage capacities and types of storage used by the sampled
cooperatives in the different regions (Table IX)., Note that Oklahoma
-cooperatives have predominantly upright storage, whereas the Texas
Plains cooperatives have more flat storage facilities., A possible
explanaﬁion for the large percentage of flat storage facilities in the
Texas Plains is that over the last few years, more expansion may have
occurred. in the plains region because -of the development of irrigation
resoyrces in the region. Flat storage is less expensive than upright
storage and offers storage Space for additional supplies, e.g., fertil=
izer, oil, tires and equipment, during the off-season., For this rea-

son and the fact that more structurally sound flat storage facilities



TABLE IX

AVERAGE GRAIN STORAGE CAPACITY PER LOCAL COOPERATIVE
AND THE PERCENTAGE OF CAPACITY ACCORDING
TO UPRIGHT AND..FLAT STORAGE,
BY REGION, IN 1973

Storage Capacity

Average
_ Per f :
Region Association v Upright Flat
(ThO‘U.. Bu-os) "--"-"'Percent--------
Oklahoma 771 90 10
Texas 1,850 52 48
Texas Plains 2,062 47 53

South Texas 970 - 71 29

are presently available as opposed to several years ago, recent expan-
sion .of grain storage facilities, especially -in the Texas Plains, con-
sists more of the flat than the slipeform upright facilities. In
additien, Table X shows the differences in operating space used for
grain storage by -sampled local associations in 1973, by region, On a
volume basls, the Texas Plains .oen the average used 12 times'more
operating space for grain storage than Oklahoma or South Texas.

Again, this can be attributed to the larger percentage of flat storage
in the Plains than in the other regions.

The bulk of the grain stored in operating storage space in.the
Texas Plains was associated with the larger cooperative associations,
as illustrated in Table XLIIT, Appendix B.

Table XI illustrates some major differences by region.in the per=-
centage of storage space occupied by -grain owned by the cooperative,

and that occupied by grain that is not owned by the cooperative. An
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TABLE X
AVERAGE OPERATING SPACE USED FOR GRATIN STORAGE

PER LOCAL ASSOCTATION IN 1973,
BY REGION AND STATE

Texas
as a Texas South
Utilization Oklahoma Whole Plains Texas -
- e e 2 BliSwerccncccccnn~ -
Operating 3,068 30,803 37,314 3,827

Space

average of 1l percent of the grain storage space available to Oklahoma
cooperatives, when grain on hand was greatest in 1973, was filled with
grain owned by the association. The sampled cooperatives in the Texas
Plains owned 30 ﬁercent of the stored grain when grain.on hand was
greatest. However, the cooperatives in South Texas owned an average
of 78 percent of the grain stored in their facilities, when the grain
on hand was greatest in 1973, 'This increase in the percentage of
storage space per cooperative devoted to grain owned by the coopera-
tive association in South Texas supports earlier findings that South
Texas producers contracted a large percentage of their grain sorghum
to local associations, much more than with the Texas Plains- or Oklahoma
associations, However, all cooperatives on the average, regardless
of region, had more than 90 percent of their owned grain under con-
tract in 1973. In contrést, more than 80 percent of the grain stored
but not owned by the locals was held on an open basis.

The percentages of owned versus unowned grain stored by the local

cooperative did vary somewhat according to the size of the



33
TAELE XT

PERCENTAGE DISTRTBUTION OF THE SAMPLED ASSOCTATION'S
GRATIN STORAGE CAPACTITIES ACCORDING TO. LOCAL
COOPERATTVE GRATN OWNERSHIP AND TTITLE
ARRANGEMENTS, BY REGION

Texas South
Utilization Oklahoma Plains Texas
cecmcemeecoDercentesesmsemeee
1. Grain.owned by the
local association: 11 30 78
a. Hedged 0 1 0
b, Unhedged and »
Uncontracted 6 4 7
Ce ‘Contracted .94 g5 93
Total of Grain Owned -~ 100 100 100
2, Grain not owned by the
local association: 89 70 22
‘s Warehouse
"~ receipted 14 9 17
b. Open 81 83 83
Ce. ‘Grain Bank 2 1
d. C.C.C. a 4
‘e, Terminal or
Processor 3 3
Total of Grain Not Owned 100 100 100
Total of all Grain 1100 100 100
‘a/

=" CosCoCs accounts for less than 1 percent of the
storage space utilized by -grain not owned by the coopera-
tive, ’

cooperative. The larger cooperatives tended to contract more of

their own :grain (Appendix B, Table XLIV).
C. Sale of Local Cooperative Grain

This section.is devoted to the sale of lecal cooperative pure

‘chased grain - the methods involved, gross margins received, the
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frequency.of price bids received for grain, protection against risk
of price changes, and contractual arrangements.

Texas and Oklahoma local cooperatives sell grain to many differ-
ent independent associations as well as to regional grain cooperatives.
The ftwo regional grain cooperatives of primary impertance in the area
are Producers Grain Corporation of Amarillo, Texas, and Union Equity

of Enid, Oklahoma.,

"Col ‘Grain Commitment

One of the most important areas of interest in cooperative grain
marketing is the commitment of grain to the regional cooperative.
Figure 3 illustrates the local associations' commitment of grain in
1973 to the regional cooperatives in Oklahoma and Texas along with
the number of local associations marketing each grain. All of the
local‘associations havelbeen doing business with the regional for
over 25 years except with soybeans in the Texas Plains, Local associ-
‘ations in the Plains have been marketing soybeans, a relatively new
cash crop to the area, for an average of 15 years, South Texas was
not shown separateiylin»Figure 3 'since thosé local associations only
mafketed grain sorghum, 72 perceﬁt of which was committed to the
regional.

174 percent of the wheat

Figure 3 shows that 95 percent and®
handled by Oklahoma and Texas Plain32 sampled local associations,
respectively, were committed to the regional cooperative. However,

Texas Plains local cooperatives far exceeded Oklahoma cooperatives

2For grains other than grain sorghum in Figure 3, Texas Plains
iz appropriate since South Texas sampled cooperatives only market
grain sorghum.
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in their percentage commitment of the other five grains to the regional

cooperative.

100

90 -

80 =

70 -

50 ~

40 =

Commitment of Grain (%)

20 -

10 ~ 2133 0|9

Safghum Corn

GRATN

Figure 3. The Average Percentage of Grain Volume
Handled by Local Associations Commit-
ted to Regional Cogperatives in 1973,
by CGrain and State®

E-/Thita numbers within the bar graph refer to the

number of local cooperatives involved.

The percentage of grain comitted to the regional cooperative gen-
erally decreased on the average, particularly for Oklahoma coopera-
tives, as the size of the local associations increased (Table XLV,

Appendix B).
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Cs2 Gross Margins

Marketing practices, distance to market, and many other factors
affect the gross margins received in the sale of grain. Table XIT
illustrates gross margins received by the local for the various grains,
along with the number of local associatidns dealing with each grain in
each reglon. The gross margins were very similar between regions
except for wheat and soybeans. On the average, Oklahoma local associa-
tions received 18.8 cents per bushel as gross margin for wheat whereas
Texas Plains sampled local associations received 27.1 cents per bushel.
And Oklahoma and the Texas Plains associations, on the average,
recelved 32.7 cents and 25.8 cents per bushel, respectively, for soy-
beans. Wide variations in gross margins are prevalent by size of the
local cooperatives, When a trend was apparent in the gross margins by
size of cooperative,»the lower gross margins were usually associated
with the smaller size cooperatives, e.g., the Texas Plains wheat gross

margins increased with cooperative size (Table XLVI, Appendix B).

Ce3 vGrain Bids

Local cooperatives' managers used several sources of information
in arriving at their quoted board price for grain. Tables XTIIT and
XIV illustrate these sources and how the managers of the associations
in Oklahoma and Texas, respectively, -ranked them according te their
influence on the quoted grain prices, As would be expected the grain
merchandiser bid was the most important source, followed by -either a
compefitor’s bid or "local demand," depending on the grain and region.
The futures market report received a high ranking for wheat and soy-

beans.



TABLE XIT

AVERAGE GROSS OPERATING MARGINS AND THE NUMBER OF LOCAL ASSOCIATIONS
MARKETING EACH GRAIN IN l973,‘BY REGION

Location 7 ‘Wheat Sorghum Corn Barley Soybeans Cats
-------- a-'-n-n---u---:--------‘------:---cents-----------------------------
Oklahoma (31)% 18.8 (31) 16.0 (20) 16.1 (8) 22,5 {(27) 32.7 (4) 18.4 {22)

Texas Plains (29) 27.1 (28) 20.0 (26) 20,3 (12) 20.4 (10) 25.8 (13) 14.3 (6)

Solith Tesas (7) 0 15.3 (7 (0) © (0) £0)

E/Numbers,in parentheses indicate the number of local asseciatiens marketing respec-
tive grains, -

8¢



SOURCES OF GRATIN PRICE INFORMATION RANKED.ACCORDING TO INFLUENCE
ON OKLAHOMA LOCAL COOPERATIVE QUOTED PRICES IN- 1973, BY GRAIN

TABLE XIIT

39

Source of _ :

Informationa Wheat Sorghum _ Corn Barley Oats
Grain merchandiser
bid 1 1 2 2
Processor bid - 6 5 -
Cash grain
broker bid 4 4 4 4
Futures market
report 2 5 5 5
Instruction from
‘parent firm 4 - - -
Advisory -service 7 - - -
Competitors? bid 3 3 3 3
Local demand 4 2" 1l 1l
Other® 8 7 7 -

E/The most - important source is given a rank of 1.

b/

~' The other sources of board price quotes referred to here are:
(1) trueck bid, (2) feedlot bid, and (3) supply and demand situation.



SOURCES OF. GRATN PRTCE INFORMATION RANKED ACCORDING..TO INFLUENCE
ON TEXAS LOCAL COOPERATIVE QUOTED PRICES IN 1973, BY GRAIN

TABLE XIV
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Source ofa
Information Wheat Serghum Coern Barley Oats

Grain Merchandiser
bid 1 ‘1 1
Processor bid 5 5 -
Cash grain
broker bid 3 3 4
Futures market
report 4 5 5
Instruction from
parent firm - - -
Advisory 'service 7 - -
Competitorf's bid 2 4 3
Local demand 6 2 2
,Otherb 7 7 -

IE/The most important source is given a rank of 1.

b/

~' The other sources of board price quotes referred to here are:
(1) truck bid, (2) feedlot bid, and (3) supply and demand situation.
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Table XV shows the average number of grain price bids reéeived
for each grain by sampled local cooperatives from a grain merchandiser
per hour,.dayand week during the peak of the harvesting season. Also
included is the number of associations receiving grain price bids. A
majority of local associations from both state samples, received price
bids on a daily basis. Very few coopératives in either ‘state received
price bids on only-a weekly basis., There was a tendency for the
larger associations to receive grain blids more frequently than smaller
assoclations, as shown in Table XLVIL, Appendix B. Managers of the
larger cooperatives were more agreSsive in keeping abreast of grain
price changes because they received or inquired about grain price bids

more frequently -than did managers of the smaller cooperatives.

TABLE XV
AVERAGE NUMBER OF GRAIN PRICE EIDS PER HOUR, DAY, AND
WEEK RECEIVED BY LOCAL ASSOCTIATIONS FROM GRAIN
MERCHANDISERS IN 1973 AND THE NUMBER OF LOCAL
ASSOCTATIONS RECETIVING THOSE GRAIN EIDS,
BY GRATN AND STATE

Oklahoma Texas

Hour Day Week ‘Hour Day ‘Week

Grain N B N B N B N B N B N B

. Wheat 5 5 26 11 0 - 4 2 23 5 11
Sorghum 1 3 16 1 4 1 4 1 28 5. 1 1
Corn 0o - 4 1 0 - 3 2 9 4 11
‘Barley 1 3 23 1 3 2 2 2 5 1 3 2
Seybeans 1 3 3 2 11 2 2 11 4 11
Oats 1 3 16 1 4 1 2 2 3 3 2 1

E-/N refers to the number of cooperatives reporting the
respective price bid. B refers to the average price bids
recelved per specified time period.
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C.4 Protection Against Risk of Price Change

The method of price protection most commonly used by grain associ-
atlon management was the sale of a cash contract with the regional
cooperative or»other’grain firms (Table XVI). The use of futures mar-
ket hedging was reported by only two cooperatives in Oklahoma. The
lack of hedging in the futures market may be due to a.lack of informa-
tion about the operations of the futures market,.the margin require=-
ments associated with futures market trading, and/or restrictien in
the firms' bylaws. Cooperative association managers indicated that
forward contracting with another gtain firm offered more security than

hedging. in the futures market.

TABLE XVI

NUMBER OF SAMPLED LOCAL COOPERATIVES USING PRICE
PROTECTTON METHODS IN 1973, BY REGION

Texas South
Oklahoma Plains Texas
1l. No method 1 1 0
2. Hedge in the futures market 2 0 0
3.- Sell a cash contract with .
anothgr'grain-firm 12 18 6
4, Other 6] 1 "0
Total Reporting 15 20 &
‘a/

=" The other method referred to here is selling a cash con-
tract with a feedlot.
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C.5 Methods of Sale
em—

Various methods of selling grain can be used by local cooperative
grain elevators. They cang 1) retail grain back to farmers for feed
or as whole grain, 2) sell to a grain merchandiser at an agreed price
with delivery stipulations at specified time periods, 3) pool their
grain, or 4) &bnsign theilr grain.,_3 No grain: poeling or consigrment
methods, however, were employed by any-sampled assoclatlons. Tables
XVIT, XVIII, and XIX illustrate for the three regions that in.1973
most grain was sold on a target delivery contract, i.e., an agreed
price with specified delivery periods. Oklahoma and the Texas Plains
sampled associatlions sold wheat in a similar manner, however, a
greater percentage of the grain sorghum sold in Oklahoma was sold to
farmerg (89 percent) than was the case in thé Texas Plains (20 per=-
cent), or South Texas (1 percent). This difference in%producer'grain
sorghum buyingfcan be attributed to the differences in. production of
grain sorghum . in the three regions,. i.e., on the aﬁerage, Oklahoma,
the Texas Plains, and South Texas local assoclations marketed 59,321,

978,022 and 1,210,969 bushels of grain sorghum, respectively, in 1973.

Co6 Contractual Arrangements

Table XX:illustrates the percentage use of specific alternative
contractual arrangements by -the local associations when selling grain
to other grain firms. Locals can sell their grain in various ways,

depending on managerial preferenfe; “Grainfelevators can+contraét for

3 . s . . s
Consigmment grain sales refer to grain -sales on a.commission
basis,
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TAELE XVIT

PERCENTAGES OF GRATN SOLD BY VARTOUS METHODS USED BY OKLAHOMA
LOCAL COOPERATIVES IN 1973, BY GRAIN

Method of Sales ~ Wheat Sorghum Corn Barley Soybeans Oats

1. Retalled back to
-farmers as whole
grain or in feed -~ a 89 . 100 84 0 86

2. 'Sold at agreed price
for shipment:

(1) Immediately
(on track or
to arrive), :
up to 15 days 56 -7 0 5 75 3

(2) 15 to 30 days .12 0 0 8 8 3
(3) After 30 days 28 3 0 2 17 7
3. Other” | 3 0 0 0 0 1
Total® 99 99 100 99 100 100
a/ :
= Less than.l percent
b/

~' The other methods of sales referred to here are: (1) stored
with the regional cooperative, (2) sold at agreed price for shipment
with no time stipulation, and (3) grain bank.

E-/Columns of data may not add to 100 because of rounding .error.
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TABLE XVIIT

PERCENTAGES OF GRAIN SOLD BY VARIOUS METHODS
USED BY TEXAS PLAINS LOCAL COOPERATIVES
~ IN 1973, BY GRAIN

Method of Sales wheat Sorghum Corn Barley Soybeansv Qats

1. Retailed back to
farmers as whole ‘
grain or in feed 4 20 4 39 6 62

2, Sold at agreed price
for shipment:

(1) Tmmediately
(on .track or
to arrive),

up to 15 days 59 16 3? 27 43 28

(2) 15 to 30 days 25 19 25 0 14 0

(3) After 30 days 12 46 38 34 36 10

3. Other 0 0 0. 0 0 0
Total® 3 1100 100 99 100 99 100

E/Columns of data may not add te 100 because of rounding error.
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; TABLE XIX

PERCENTAGES OF GRAIN SOLD BY VARTOUS METHODS USED
BY SOUTH TEXAS LOCAL COOPERATTVES
IN 1973, BY GRAIN

Method of Sales Wheat Sorghum Corn Barley Soybeans' Oats

1. 'Retailed back to
farmers as whole
grain or in feed 1

2. Sold at‘agreed price
for shipment:

(1) Immediately
(on .track or
to arrive),

up to 15 days 21

(2) 15 to 30 days 42

(3) After 30 days 36

3., Other 0

Total 160




TABLE XX

. PERCENTAGE USE OF ALTERNATIVE CONTRACTUAL ARRANGEMENTS
BY LOCAL ASSOCTATIONS IN THE MERCHANDISING
OF GRAIN, BY REGION IN 1973

Specific Grade Target Delivery Multiple Shipments Otherb
a Percentage Percentage L __,.Ekuxxaﬂxgx:,m”mhﬂﬁwhwEercenﬁage
__Location N Use : N Use N -Use N Use
Oklahoma 4 32 30 92 4 31 2 40
Texas Plains 5 52 19 94 3 67 7 93
South Texas 2 e 3 97 2 55 g

2/N refers to the number of cooperatives invelved in the contract method.
b o
—/The other methods of contractual arrangements. referred to here are: (1) open sales,

(2) advanced payments (borrowed money on .cars), and (3) target delivery without premiums if
delivery is early. '

LY
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‘a .specific grade and/or utilize a.contract~@hich specifies a price and
delivery date and allows for premiuﬁs‘or discounts for early or late
delivery. Elevators can alse ytilize multiple shipment contracts over
a specified time period, which might encompass the other two methods.
Again, one sees that target delivery contracting was the most commonly
used contractual arrangement (Table XX). The most frequently'used'con-
tractual arrangement in:.the totherf® category was target delivery with-
out the granting of premiums for early delivery. Minor differences in
contractual arrangements exisfed betwéen group sizes as illustrated_in
‘Table XLVIIT of Appendix B. 'However,-térget delivery is the most fre-
quently used contractual arrangemént regardless of size of cooperative

and region.
Do Summary

Two major areas of grain-marketiﬁg are emphasizédtin this chapter,
The first deals with marketing practices and patterns-in'the purchase
and transfer of grain from the producer to the local cooperative grain
.elevator. Wheat and grain sorghum were shown to be thé principal crops
grown, in Oklahoma.and the Texas Plains, and grain:sorgpum was the ‘only
-grain-handled by the South Texas sampled local assaéiékions, . Those
methods of purchasing grain used most often in 1973 in Oklahoma and the
Texas PlainS‘were: 1) traditional cash purchase at harvest, and 2)
stored for fhe farmer and purchased later. In South Texas the most‘
frequently used methods were traditional cash purchasetat harvest and
contracted prior to harvest for delivery and payment at harvest.

A relatively small use of delayed pricing contracting arrange=~

ments occurred in the sample. Of the contracting that did take place,
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standard volume arrangements with delivery-at harvest were predominant.
Operating capital for periods of peak operation for the.lecal
associations was obtained from :several sources. The Bank for Coopera-
tives supplied South Texas and the Texas Plains assoclations with most
of their peak cash requirement while Oklahoma.cooperatives relied more
heavily -on .farmers delivering grain under delayed payment arrangements.
Regression analysis was used to measure possible relationships
between the amount of operating capital required by.local associations

during peak opefational periods aﬁd seven, independent variables. The
variables were: :1) annual volume of grainihandled by the association,
2) elevator storage capacity, 3) percenfage of annual volume of grain
stored, 4) percentage of annual volume of grain purchased at harvest,
and 5) percentage of annual volume of grain sold for -immediate ship-
ment., Two dummy vairables were used to account for differences due to
region. lecation., 'The regression equation explained 74 percent of the
variation in peak operating capital among local cooperatives. ALl non-
dumnmy variables exhibited a positive relationship with,peék capital
requirements except for the percentage of annual volume of grain sold
immediately.

The occurrence of flat as opposed to upright grain storage facili-
ties in the sample varied greatly according te locatieon, Texas Plains
local cooperatives utilized flat storage facilities more than coopera=-
tives -in the other regions, possibly because the facilities were of a
more recent vintage.

Of the storage space utilized by local associations when grain.on
‘hand was greatest in 1973, a larger portion.of the stored grain was

owned by the association in South Texas as opposed to the Texas Plains.
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Oklahema associations owned the least percentage of sto;ed grain of the
three regions' cooperatives, This phenomenon reflects the greater
usage of contracts in:South Texas than in the other two regions.

‘The second area.emphaSized:in.this chapter dealt with the sale Qf
local cpoperative grain. Analysis‘fevealed.that:cooperatives in Okla~
homa and Texas committed 95 percent and 74 percent respectively,.of
their handled wheat to the regional cooperative. South Texas associa=-
tions committed 72 percent of their grain .sorghum to the regional while
Oklahoma and the Texas Plains associations cemmitted 6 percent and 58
percent,-respectively,*to the regional.

The major difference in gross margins between regions was the
difference received by Oklahoma and,thé Texas Plains assoclatlons for
thelr wheat, i.e., 18.8 cents and 27.1 cents, respectively.

The three most influential methods in arriving at the quoted board
grain prices for local cooperatives were: 1) grain merchandiser bid,

2) competitor's bid, and 3) local demand. The major method used by the
‘sampled associations to protect profits from the risk of price fluctua-
tion was forward cash contracting.

With respect teo the method of grain sales, target delivery-wés the
most highly used contractual arrangement in 1973 for the sale of local
cooperative grain. The main distinction between contract methods is

that the contracts often do not allow for premiums for early delivery.



CHAPTER IV

VERTICAL COORDINATION BETWEEN LOCAL AND
REGIONAL COOPERATIVES IN THE HANDLING

AND MERCHANDISING OF GRAIN
A, Existing Coordinating Arrangements

Chapter III contains a discussien and analysis of marketing prac-
tices and patterns as they.exist in .the cooperative grain marketing
industries in Oklahoma and Texas. The actual coordination and imple=~
mentation of these practices, however, are not readily - seen by people
other than those who are activelyﬂinvolvéd with the grain marketing
.process, Discussion within this chaptef is directed toward the efforts
of locals and regionals in ceordinating a .vertically oriented grain
marketing system., Emphasis is placed on contractual arrangements be-
tween the local and ‘regioenal, the potential for earning premiums for
following various marketing practices with the regional, and provisions
for short term credit. Also analyzed are the avaiiability and- import-
ance of marketing services, the influence selected marketing decision
factors have on: the managerfs decision 6f with whom he markets grain,
and the performance of the regional cooperative in providing: services.
The chapter concludes with an analysis of the grain commitment to -the
regional and the general attitudes of the local cooperative manager

toward the regional cooperative with whom he markets grain.

51
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A.1 Contractual Arrangements

No breakdown between regional cooperatives and independent buyers
was made in this study pertaining . to contractual arrangements from. lecal
associations. ‘However, the contractual arrangements between  local co-
operatives and buyers of their grain discussed in Chapter IIT are
assumed - to be associated at least in part with the regional cooperative
considering:the commitment of grain local associations made in 1973 to
the regional cooperative., For instance,‘95 percent of the wheat
handled by associations in Oklahoma was committed to the regional, thus
the contractual arrangements discussed in Chapter ITT substantially
pertain to the regional cooperative with wheat in Oklahoma. Most:local
cooperative managers contract grain te grain buyers on a target deliv-
ery basis,. i.e., price and delivery date are specified with the pre-

miums or discounts for -early-or late - -delivervy.

A,2 Premiums for Marketing Services

One means of acquiring closer coordination and commitment from
local cooperatives is for the regional cooperative to issue premiums
for marketing practices . that affect business volume and operations.
‘Table XXT illustrates. the responses of local managers as to whether
premiums were available from the regional cooperative if certain mar-
‘keting practices were followed. With one exception,4 most managers did

not feel premiums could be obtained for ‘the practices listed. For

4Managers in -the Texas Plains were about -evenly divided in theilr
response as to whether or not a premium for the delivery-of high
protein wheat was avallable in.1973.



TABLE XXT

LOCAL COCPERATIVE MANAGER RESPONSES, BY REGION
ON THE OPPORTUNITY FOR PREMIUMS FROM THE

REGIONAL~COOPERATEVE: WHEN VARTOUS
MARKETING PRACTICES ARE FOLLOWED

Marketing OKLAHOMA TEXAS PLAINS SOUTH TEXAS
Practices No No No
Premium = Premium Premium = Premium  Premium Premium
Frequency of Response
1. Sale in large volumes :
and round lots 0 31 1 28 2 5
2. ' Forward contracting with
reglonal for future de- .
livery of cash grains 8 23 7 22 0 7
3. Pooling 0 30 -0 29 0 7
4. Multiple Shipment 1 30 0 29 0 7
5. Delayed Pricing 3 28 2 27 0 7
" 6. Rapid Delivery of Grain 4 27 2 27 0 7
7. Immediately contracting
with the regional all
elevator purchased grain 3 28 1 28 0 7
8. Storage of grain for the :
regional ) 1 30 2 27 0 7
9. Sale of consistently
high quality grain 6 25 6 .23 1 6
10. Long‘history of a good
business relationship 1 30 2 27 1 6
11. Delayed Shipment 5 26 6 23 2 5
12. Sale of high protein
grain 8 23 15 14 0 7

€S



54
example, 23 managers:in Oklahoma responded that a.premium:was not
available for forward contracting future delivery of cash grain with
the regional. However, eight managers felt that a premium could be

obtained.

As3 Provision for Short Term Credit

Often the local cooperative has the privilege of borrowing capital
from a.regional cooperative on grain.the local hﬁs purchased from pro-
ducers. Regionals provided credit to locals who, on .the average, had
‘lower current ratios in 1973 (current assets/current liabilities) than

.other cooperatives, as shown in Table XXIT.

TARLE XXTT

- COMPARTSON OF FINANCIAL CURRENT RATTIOS OF SAMPLED
LOCAL GRAIN COOPERATIVES: FOR FISCAL 1973,
BY STATE, AND BY USAGE OF REGIONAL
COOPERATIVE CREDIT

“Financial Current Ratios.

Locals Using Locals Not Using
Regional Regional
‘State Coop Credit 7 Coop Credit
Oklahoma 1.83 (4) 2.21 (22)

Texas \ 1.52 (8) 5.01 (29)

E=/Numbers.:i.npr—._\rentheses refer to the number of
local grain associations involwved.

The provisions for short term credit by regional cooperatives

were similar by state (Table XXITT). Eight local cooperatives, or 26



TAELE XXTTT

PROVISIONS FOR SHORT-TERM CREDIT, BY STATE,
IN THE MERCHANDISING: OF GRAIN THROUGH
- THE REGIONAL COOPERATIVE

55

Provisions ' Oklahoma (31)°

Texas (36)

The number of assoclations with whom
the regional made short term credit
provisions 8

The number of associations obligated
to sell this grain to the regional -3

The number of associations charged
an.interest or discount rate 4

The interest rate or discount rate
charged on the average (in percent) 9.0

Average length of credit arrangements
(in months) - 14/5

9.2

21/10

The number of cooperatives in the sample,
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percent of the sampled associations in Oklahoma, were extended short
term credit from their regional, while four (11 percent) of the Texas
sampled associations were provided short term credit from their
regional. About half of the associations receiving this credit were
obligated to sell the grain to the regional.

‘Local cooperative managers. were asked to rate a list of marketing
services, which, included 'advances or short term credit', according to
the influence the service exerted on with whom the local manager
marketed his grain. Eight of the 12 managers accepting credit from
the regional cooperative rated this service a 905‘or better but. the
service was not ranked in the 12 most influential services by-all

sampled associlation managers.

A.4 Marketing Services

The number and quality of marketing services provided the local
cooperative by the regional cooperative is directly -associated with
-the coordination of grain marketing between the local and regional
cooperatives. Managers of local cooperatives were presented a list of
marketing services and were asked whether the service was available to
them and 1f it was free (Tables XXIV and XXV). Also given, for the
managers who said: the services were aVailable,,is the number of man=
agers who used the services and the percentage ‘of the time the service
was used. An area of interest here is the differences of opinion
‘between managers -in each state as ‘to the availability.of the services.

‘For example, eight managers of local cooperatives in Texas felt that

SThe 1-99 scale was used, with 99:8ignifying:a service of most

importance,



TABLE XXIV

THE AVATLABILITY OF. VARTOUS MARKETING SERVICES
FROM THE REGIONAL, WHETHER THE SERVICE IS

FREE, AND IT'S FREQUENCY OF USE BY 36
TEXAS LOCAL COOPERATIVES IN 1973

Is Service

Is Service

Available? Free?
: Average
Don't Don't Frequency
Yes No Know Yes No Know . of Use?
Percent of
Frequency of Response Frequency of Response Time
1. Rail car scheduling 10 22 4 10 0 0 34 (7)
2. Truck scheduling 15 18 3 15 0 0 46 (10)
3. Barge scheduling 0 32 4 - - - - (0)
4. Advice on rail freight rates
and tariffs 28 7 1 28 0 0 91 (22)
5. Market information 35 1 0 35 0 0 92 (35)
6. Brokerage services 10 22 4 7 1 2 100 (3)
7. Grain hedging services 8 22 6 4 3 1 100 (2)
8. Auditing and/or billing services 9 23 4 5 3 1 1000 (4)
9. TFinancial planning assistance 16 15 5 14 0 2 69 (9)
10." Assistance with stock and bond
sales and credit procurement 10 18 8 9 1 0 33.. (D)
11. Investment opportunities 17 16 3 17 0 0 29  (9)
12. Engineering assistance 12 .21 3 11 1 0 67 (6)
13. Public relations assistance - 25 9 2 25 0 0 83 (19)
14. Management and personnel
training programs 18 14 4 11 7 0 52 (14)
15. Board of director development :
programs 18 17 11 18 0 0 69 (15)
16. District informational meetings
directed toward your problems
and needs 31 5 0 31 0 0 84 (29)
17. District informational meetings
directed toward the regional's
operation 33 3 0 32 1 0 85 (31)

a/

='The numbers in parentheses refer to the number of managers using the service.

LS



TABLE XXV
THE AVAILABI’LITY OF VARTOUS MARKETING SERVICES FROM THE REGIONAL,
WHETHER THE SERVICE IS FREE, AND IT'S FREQUENCY OF USE BY
31 OKLAHOMA LQCAL COQPERATIVES, IN 1973

Is Service Is Service
Available? Free?
- i Average
Don't “ Don't Fréquency
Yes No Know Yes No Know of Usea
Percent of
Frequency of Response Frequency of Response Time
1. Rail car scheduling 8§ . 20 3 8 0 0 54 (7)
2. Truck scheduling 27 4 0 27 0 0 65 (21)
3. Barge scheduling ' 2 26 3 2 0 0 - (0)
4., Advice on.rail freight rates
- and tariffs ‘ 27 2 0 29 0 0 97 (28)
5. Market information 31 0 0 31 0 0 98 (31)
6. Brokerage services 26 2 3 10 10 6 34 (8)
7. Grain hedging services . 25 1 5 11 7 7 3 (2)
8. Auditing and/or billing services . 22 8 1 6 15 1 72 (8)
9. Financial planning assistance 16 11 4 12 3 1 72 (6)
10. Assistance with stock and bond
sales and credit procurement 9 14 8 7. 0 2 70 (3)
11. Investment opportunities - 29 - 1 1 25 1 3 52 (20)
12, Engineering assistance 13 12 6 12 0 1 30 (6)
13. Public relations assistance 27 : 3 1 25 1 1 73 (25)
14, Management and personnel .
training programs 22 6 3 12 9 1 74 (19)
15. Board of director development
programs 22 6 3 20 2 0 84 (18)

16. District informational meetings
directed toward your problems .
and needs 28 2 1 27 0 1 91 (27)
17. District informational meetings ’ ‘ .
directed toward the regional's .
operation. 30 1 0 30 0 0 86 (30)

a/

=" The numbers in parentheses refer to the number of managers using the service.

g5
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grain hedging services were available while 22 managers stated that
such services were not available and six managers did not know (Table
XXITV, Question. 7). Of the eight managers responding that the regional
provided gfain.hedging services, four felt the service was free and two
managers used it 100 percent of the time.6 Oklahoma managers exhibited
similar differences in:their information on .regional cooperative ser=~
vices., Responses to question.l5 in Table XXV reveal that 22 Oklahoma
. cooperative managers felt. that board of director development programs
were available from:the reglonal cooperative, Six managers stated that
~this service was not available and three did not know., Of the 22 mane
agers stating the service was available, 20 felt that the service was
free and two said it was not free. Eighteen of the managers used. the
service an .average of 84 percent of.maximum.

The ‘services used most extensively by at least 20 cooperative mane
agers in each region were (1) advice on rail freight rates and tariffs,
2) market information, and (3) district informational meetings (Tables
XXIV, XXV). Grain hedging services were used by.very.few.local cooper-
ative managers.

The differences  in responses of managers, by-state, are ilius~
‘trated more clearly by expressing in percentage terms the responses on
the availability of services (Table XXVI). ‘For example, 87 percent
and 42 percent of the sampled cooperative managers from Oklahoma  and
Texas, respectively, stated that truck scheduling was an évailéble
service from their regional cooperative in.1973. -Also, 71 percent and

50 percent of the interviewed managers in Oklahoma and Texas, ‘&jpwm.

fy : . x4 . . g . LA
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6The freqguency -of use is: expressed as a percentage of the max1mum
that the manager could have used. the service,



TABLE XXVI

- PERCENTAGE OF SAMPLED COOPERATIVES SIGNIFYING AN
AVATLABILITY OF REGIONAL COOPERATIVE
SERVICES TO LOCAL COOPERATIVES,

BY STATE, IN. 1973

Oklahoma Texas
------ Percentewees
‘l. 'Rail car scheduling 26 28
2. ‘Truck scheduling 87 42
-3, Barge scheduling S 0
4, Advice on.rail freight rates.
and tariffs 94 78
.5, Market information 1100 97
6. Brokerage services 84 28
7. Grain hedging services - 81 22
8. Auditing and/or billing . services 71 25
9., PFinancial planning assistance 52 44
10, Assistance with stock and bond
sales and credit proecurement 29 28
.11, -Investment oppoertunities 194 47
12, Engineering assistance 42 33
13, Public relations assistance 87 69
.14, ‘Management and personnel
training programs vl 50
15. Board of director development
-programs 71 50
16, District informational meetings
directed toward your problems
and needs 90 86
17, District informational meetings
directed toward the regional's
operation 97

92

60
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respectively, stated that truck scheduling was an:available service
from ‘their regional cooperative in 1973, ‘Also, 71 percent and 50 per-
cent of the interviewgd'managers in .Oklahoma ' and Texas, respectively,
stated that management and personnel training prégrams were available
from ‘the regional cooperative. In:general, a higher percentage of
cocperative managers in Oklahoma,stated that the listed serviges were
available to them than did. the manager's of Texas cooperatives.

Chi-square analysis-fejectedﬂatithe +0l level the null hypothesis
of no difference in managers' responses from different states to the
availability of marketing services. The difference in response may be
due to different services provided by regional cooperatives serving. the
two states,.or by-a lack of understanding on the part of lecal managers
of - the services available in .each state,

Each-manager rated the‘servicesllisted‘in Table XXVI according to
éheiruimportance;in¢l973 and expected importance in,1978, using .the
1-99 'scale with,99-signifyin§;the higheét_possible score of importance
{Table XXVII). On .the average, all manageféjinterviewed felt that the
services listed will. increase in, importance fromvl973 to 1978, with
possible ekceptions of barge scheduling (especially in .Texas), and
market information. These services were rated extremely unimportant
and .important,. respectively, in 1973, allowing for little change‘toward
the extremities of the scale.

Finally, the list of services were ranked according to their

~importance in 1973 as rated by local cooperative managers in Oklahoma,
Texas Plains, and South Texas (Figures 4, 5, 6). Market information
:was the most important service to managers regardless of region.

Freight rate assistance and informational meetings were ranked next in



THE TMPORTANCE TO LOCAL COOPERATIVE MANAGERS OF VARTIOUS REGIONAL COOPERATIVE
MARKETING SERVICES IN 1973 AND EXPECTED IN 1978 BY REGION"

TABLE XXVIT

OKLAHOMA TEXAS PLAINS SOUTH  TEXAS
Areas of Service 1973 1978 1973 1978 1973 1978
1. Rail car scheduling 45 60 68 74 12 32
2. Truck scheduling 64 74 50 58 32 51
3. Barge scheduling ' 36 43 14 14 9 9
4. Advice on rail freight rates
and tariffs 82 83 - 76 80 15 . -~ 37
5. Market information 95 95 98 98 89 96
6. Brokerage services 28 37 20 21 33 35
7. Grain hedging services . 23 38 - 6 12 22 63
8. Auditing and/or billing services 45 49 34 37 26 33
9. Financial planning assistance 50 60 48 52 32 58
0. Assistance with stock and bond
sales and credit procurement 39 44 18 20 36 42
11. Investment opportunities 41 44 5 5 17 29
12. Engineering assistance 24 41 25 26 . 30 49
13. Public relations assistance 50 58 56 59 48 70
14. Management and personnel
training programs , 49 62 49 50 44 70
15. Board of director development
programs . 50 59 52 54 42 63
16. District informational meetings
directed toward your problems
and needs 67 73 72 73 63 70
17. District informational meetings
concerning the regional's
77 78 72 73 63 70

operations

a/

possible importance.

—' The numbers ofiginated from a 1-99 rating'scgle with a 99 rating éignifying the highest

29
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Scale of Importancea

" Services 1 10 20 30 40 50 60 70 80 90 99
1. Market information lb l
2. Advice on rail freight '
rates and tariffs ‘ 5 4 E
3. District informational -
meetings concerning the 3 E
regionals operations
4, District informational 4
meetings directed toward
your problems and needs 5
5, Truck scheduling
6
6., TFinancial planning
assistance 7
7. Board of director devel- |
opment programs 8
8. Public relations
assistance L9
9. Management and personnel | 7
training programs 10
10. Rail car scheduling 11
11. Auditing and/or billing |
services 12
12, Investment opportunities
13
13, Assistance with stock
and bond sales and 14

credit procurement

14, Barge scheduling

1973 :T__J

1978 !

15, Rrokerage services

16, Engineering assistance

17. Grain hedging services 17

Figure 4. The Importanée to Oklahoma Managers of Various
Marketing Services in 1973 and Expected in
1978.

3/ scale of 1-99 was used with 99 signifying the highest possible
importance.

b/

~"These numbers correspond to the list of services.
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Market information

Scale of Importancea
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10 20 30 40 50

60 70 80 90 9

2. Advice on rail freight 1P J '
rates and tariffs o
3. District informational  |2— _H
meetings directed toward — .
 your problems and needs |3 B
4, District informational 4 "fa
- meetings concerning the . =
- regionals performance c
5. Rail car scheduling
6. Public relations 6
assistance 2
o | 7 K
7. Board of director devel-
opment programs 8
8. Truck scheduling ;
9. Management and personnel AE
training programs
10
10, Financial planning
assistance 1
1l. Auditing and/or billing [ .
services 12 i
12, Engineering assistance ié:::::ﬁ
13. Brokerage se:vices |
14. Assistance and stock . 14
and bond sales and :
i 15 : ,
credit procurement ‘::::] 1973 |
15. Barge scheduling 16 1978 E
16. Grain hedging services
17. Investmentvopportunities:117
Figure 5. The importance to Texas Plains Managers of Various.
Marketing Services in 1973 and Expected in 1978. -
3/p scale of 1-99 was used with 99 signifying the highest possible
importance. . .

b/,

~ These numbers correspond»tovthe‘liSt of services.
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2,

3.

4,

6o

7o

8.
%

10.
11.
12.

13.
14,
15.

16,
17.

Services

Market information

District informational
meetings directed toward
your problems and needs

District informational
meetings directed toward
the regionals operations

Public relations
assistance

Management and personnel
training programs

Board of director devel-
opment programs

Assistance with stock
and bond sales and
credit procurement

Brokerage services

Financial planning
assistance

Truck scheduling
Engineering assistance

Auditing and/or billing
services -

Grain hedging services

Investment opportunities

Advice on rail freight
rates and tariffs

Rail car scheduling
Barge scheduling

Scale of Importancea

SRR

[17]
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The Importance to South Texas Managers of Various

Figure 6. ,
Marketing Services in 1973 and Expected in 1978,

2/p scale of 1-99 was used with 99 signifying the highest possible
importance.

E/."I‘hese numbers correspond to the list of services.
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Aimportance by Oklahoma and Texas Plains managers. Freight rate assis-
tance was not ‘as important to the South Texas managers.

Figure 4 shows that for 1973, managers in Oklahoma ranked truck
.'scheduling, management and personnel tfaining;programs, and rail
scheduling, fifth, ninth, and tenth in importance, respectively, How-
ever, managers ranked the importance of these same seryices higher. in
1978, namely fourth, fifth, and seventh, respectively. ‘Oklahoma mane
agers also felt that the importance of engineering assistance and
grain hedging services would increase substantially by.1978. Similar
responses Were recordid by cooperative managers from the Tean'Plains
and South Texas (Figures 5, 6),

The‘nonparametric‘Spearmanurank‘correlationvtest‘was used to test
the hypothesis that mno correlation. existed between the ranking of
services between .regions in 1973, The correlation:coefficients are
shown. in Table XXVIII. A coefficient of:1.00 represents perféct cor;
relation between two regions. The Oklahoma-Texas Plains coefficient: of
2875 was statistically~significant'at’the?;Oi:level. Thus, the null
hypothesis of no correlation in the rankings between those regions was
:rejected., Other region combinations were less closely correlated but
 the correlation coefficients were still statistically significant at

the ,05 level,

A.5 Marketing Decision Factors

Besides the regional cooperative services just mentioned, local
cooperatives have other criteria to consider~whenvdeciding‘with‘whom
and how they market their grain. Factors such as price, premiums and

discount practices and time and manner of payment to the local are not
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TABLE XXVIII

SPEARMAN - RANK CORRELATION CQEFFICIENTS FOR
IMPORTANCE OF SERVICES, BY REGION

' Oklahomé TeXas:Plains South Texas
Oklahoma 1.00 .8752 .490"
Texas Plains 1.00 .488b
South Texas : 1.00
E/Significant at:l percent level,
b/

=’ Significant at 5 percent level.

services as such, but are means by-which'regibnéls,-cooperative Oor non-
cooperative, compete for local association grain.

The local association managers in the sample rated each of 17 mare
keting factors according to its influence on with whom the local grain
cooperative marketed its grain in 1973, Table XXIX shows, for each re-
gion, the ordinal ranking of the 12 highest rated factors, with numeral
ohe signifying thé most influential. The table also illustrates the
average rank for all regions combined. The rankings, by regionywere
relativelyvsimiiar althOﬁgh-some differetices were apparent. For
example, the highest rated factor for -each regioﬁ was different., In
Oklshoma, local cooperatives ranked !contractual arrangements for cash
grain delivery® highest ‘as compared to 'price' for the Texas Plains
and !size of dividends, patronage Pefunds and investment opportunities!
for South Texas. ‘'Cooperative loyalty' was the second most impeortant
factor to sampled Oklahema local ceoperative managers, whereas the
second most important factors for managers in the Texas Plains and

South Texas were t*source of markét informationt* and t*contractual



TABLE - XXIX

RANKINGS OF MARKETTNG FACTORS ACCORDING IO INFLUENCE ON

“MANAGERTAL MARKETING DECISIONS IN 1973, BY REGION

o UL ty A1l
Regions : Texas South
Marketing Factors Combined -Oklahoma Plains Texas
1. Price 1 7 1 6
2. Source of market information 2 3 2 7
3+ Cooperative loyalty 3 2 4 8
4, Source of frequent and consistent
bids 4 5 3 5
5. Contractual arrangements for cash
- grain delivery ' 5 1 8 2
6s Time and manner of payment to the
- local T 6 6 5 3
7. Weights and measures 7 9 9 11
8, Reglonal personnel expertise 8 8 7 4
9., Terminal processor facilities 9 4 10 9
10, Premium and discount practices 10 15 6 12
11, Size of dividends, patronage
refunds and investment opportuni-
ties - 11 12 11 1
12, 12 10 12 14

All transportation services

89
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arrangements for cash grain delivery', respectively.

Tt was hypothesized that the relatlve rank of the decision factors
was different for the thfee.regioné. ‘The Spearman rank correlation
procedure was used to compute a rank correlation coefficient for each
‘combination of the three regions (Table XXX). The hypothesis of no

correlation was rejected at ‘the .01 level for all combinations of

regions.
TABLE XXX
SPEARMAN RANK CORRELATION COEFFICIENTS FOR
REGION RANKINGS OF FACTORS INFLUENCING

MARKETING DECISIONS

Oklahoma Texas Plains South Texas
Oklahoma ‘1,00 . 721 «640
Texas Plains 1,00 : .650

South Texas 1.00

a/All coeff1c1ents were 8ignificant at the .01l level.

However, the rankings of the decision factors by Cklahoma and
Texas Plains managers were more correlated than the Oklahoma~South
Texas or South Texas-Texas Plains combinations since the correlation

‘coefficient for that region combination is closer to one.

A.,6 FRegional Performance in Providing

the ' Marketing De¢ision Factors

Regional cooperatives must perform well with respect to the



70
previously discussed decision factors, such as price and market infor-
mation, if regionals are to continue to purchase a majority of local
association marketed grain. The average carainal scores (on a . 1-99
scale) for each factort's influence on local cooperative manager's
decisions are given in Tables XXXI, XXXIT, and XXXTII, for Texas
Plains, Oklahoma, and South Texas, respectively., Also shown in these
tables are the average ratings given by leocal managers on the perfor-
mance of the regional with respect to the decision factors;7 Texas
Plains cooperative managers felt that the price of grain was the most
influential factor, with a score of 86,3, in the manager's decision as
to with whom he markets grain. The regionais received a score -of 79.9
on their performance in providing a competitive price.

The two least influential factors (size of refunds and transpor-
tation services) for .the Texas Plains region also received the lowest
-performance rating fer the regionals,

The Oklahoma based managers generally gave the regional coopera-
tive a higher performance rating than did othervmanagers. Receiwving
particularly high performance ratings were price, market information,
source of price bids, and terminal facilities (Table XXXII). Table
XXXIIT shows that the most influential factor for managers in South
Texas, 'size of dividends, patronage refunds, and investment opportuni-
ties? was ranked sixth among the regionals' performance ratings.

It was hypethesized that, 1) the influence of the factors on mar-

keting decisions were different in 1973 to what managers expected in

The performance scores were average cardinal scores using the
1-99 scale, 99 signifying the highest possible performance.,



TABLE XXXT

INFLUENCE LEVEL OF SELECTED FACTORS ON MARKETING
DECISIONS' AND THE..RESPECTIVE PERFORMANCE LEVEL
OF THE REGIONAL, TEXAS PLAINS REGION, 1973

Performancé »
: of the
Influence on Regional on
Marketing These Decision
e ey Decisions Factors in
Decision. Factors in 1973 : 1973
l. Price 86,3 79.9
2. Source of Market .
Information 72.6 81.5
3. Cooperative Loyalty | 70.4 74,6
4, Source of Frequent and .
Consistent Bids 71 .4 81,7
5, Contractual Arrangements
for Cash ‘Grain Delivery 60,6 80.2
6. Time and Manner of )
Payment to the local 67,1 86.4
7. Welghts and Measures 55.7 82.4
8s Regional Personnel
Expertise 63.3 79,5
9, Terminal Processor
‘ Facilities 48,2 . 8046
10. Premium and Discount .
Practices 63,7 72,8
11. Size of Dividends,
Patronage Refunds and
Tnvestment Opportunities 44.8 63.7
12, All Transportation
Services 43,4 54,5

ing

a/

=" These numbers originated from the 1-99 scale with 99 ‘signify=
most influential or best possible performance.,
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TABLE XXXIT

INFLUENCE LEVEL OF SELECTED FACTORS ON MARKETING
DECISIONS AND THE RESPECTIVE PERFORMANCE %EVEL
OF THE REGIONAL, OKLAHOMA REGION, 1973

Performance
Influence on Regioenal on
Marketing These Decision
Decisions Factors in
Decision Factors in 1973 1973
1. Price 71.5 90.2
2., Source of Market
Information 74..8 90,3
3. Cooperative Loyalty ' 76,8 79.0
4, ‘Source of FPrequent and
Consistent Bids 7249 . 90,4
5. Contractual Arrangements
for Cash Grain Delivery 7843 79.5
6, Time and Manner of :
Payment teo the local 71.9 72.3
7. Weights and Measures 66,9 78.2
8., "Regional Personnel
Expertise 70.3 82,9
9, Terminal Processor
Facilities 72,9 9l.1
10, Premium and Discount
Practiceés 47,5 59.8
11, Size of Dividends,
Patronage Refunds
and Investment
Opportunities 54,1 77,6
12, All Transportation :
‘Services 62,9 70.3

2/These numbers originated from the 1-99 scale, with 99 signi-~
fying most influential er best possible performance,



TABLE XXXIIT

73

INFLUENCE LEVEL OF SELECTED FACTORS ON MARKETING
DECISIONS AND THE-RESPECTIVE PERFORMANCE LEVEL

OF THE REGIONAL, SOUTH TEXAS REGION, 1973

Influence onv

Performance
of the
Regional on

Marketing These Decision
‘ Decisions Factors in
Declsion Factors in 1973 1973
1, Price 69.3 74 .1
» Source of Market
Information 68.7 8l1.3
3. Cooperative Loyalty 68.6 65,7
4, Source of Frequent and
Consistent Bids 71.4 84,0
5. Contractual Arrangements
for Cash Grain Delivery 76.9 84,0
"6, Time and Manner of
Payment to the local 7659 85;1
7. Weights and Measures 57,1 84.1
8, Regional Personnel
Expertise 73,4 74,0
9, Terminal Processor -
Facilities 61 .4 59,3
10, Premium and Discount
Practices 44 ;4 62.9
11, Size of Dividends,
Patronage Refunds .
and Investment
Opportunities 81,1 76.9
12, All Transportation
Services 33.0 52,9

fying most influential or best possible performance.,

a/

~' These numbers originated from the 1-99 scale, with 99 signi-
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1978 and 2) the performance ratings of the regional in providing these
factors differed between 1968 and 1973 (Tables XLIX, L, and LT respec=
tively, for the Texas Plains, South Texas, and Oklahoma sampled man-
agers, Appendix B), Chil-square analysis was used to test the hypothe=-
ses of no differences in influence or performance between the two sets
of years (Table XXXIV). The analysis revealed no statistically signi-
ficant differences between years at the .25 probability level for

either the influence of factors or performance ratings.

TABLE XXXIV

CHI-SQUARE VALUES FOR DIFFERENCES BETWEEN YEARS
IN INFLUENCE OF FACTORS ON DECISIONS 'AND
PERFORMANCE OF REGIONAL

Infiuence of Performance~ -
Factors of Regional
(1973-1978) (1968-1973)
Texas Plains : 4.18 3.06
Oklahoma 2.20 4,27
South Texas _ 2.40 12,14

/All coefficients are not 51gn1f1cantly dif=-
ferent from zero at the ,25 level,

Assuming the regional cooperatives have limited resources ﬁo
devote to high level performance with respect to all decision.factérs,
it might well be advantageous for the regionals to allocate relatively
-larger amounts of recources to the more influential decision factors.,

The average rated performance (on the 1-=99 scale) of the regional
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cooperatives over all regions was regressed on the average rated in-
fluence of the féctors as sh&wn‘in Figure 7. The 12 factors (X) are
listed on.the horizontal axls, starting with the factor most important
to sampled local managers on marketing decisions. The vertical axis
represents the 1-99 response scale for regional performance (Y). The
regression line, as defined by Y = 88,27 - 1.60X, indicates that the
regionals did tend to focus upon the facters which local association
managers indicated were mbst important to their décision making in
selling grain}.8 The regression model explained 54 percent of the vari-
ation in rated performance and was statistically significant at the

+05 level (Table XXXV).

TABLE XXXV

ANALYSTS OF VARTIANCE TAELE FOR REGRESSION OF PERFORMANCE
OF REGIONAL.ON INFLUENCE OF FACTORS

Sum of Degrees of

Source Squares  Freedom M,S. F R%
Regression 363,84 1 363.84 11.79 .54
Residual 308,54 10 30,85
Total (Corrected) 672,37 11 |

A.7 Grain Commitment - Attitude Relationships

It was hypothesized that the performance of the regional

3
The regression coefficient of -1.60 was significantly -different
from zero at the .0l level.
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FACTOR IMPORTANCE (X)
Figure 7., Regression of Performance of the Reglonal

on -Importance of Selected Marketing
Factors.,

VE/The.factors are ranked here according to their
influence on marketing decisicéns for all sample
locals, beginning with the most influential,

‘12
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cooperative with respect to the marketing decision factors previously
-mentioned, had a diréct effect on the local manager's commitment of
grain to the regional cooperative. Regression analysls was used to
measure possible relationships between the percentage of merchandised
grain marketed through the regional, and the rated performance of the
regional in providing selected decision factors to the local coopera-

tive members. The regression.equation is given below.

Y = ;428 + ;457X1 - ;038X2 - 090X, - .514X4’+ .436X5 + #145X . +

3 6
(,205) (.349) (.250)  (.265) (.380)  (.424)  (.386)

1.021%,,

(.380) (.382)  (.050)  (.045)

- 561Xg + 150Xy = +069K, g

where:

Y

it

percentage of the total grain marketed by local associations which
was committed to the fééighéiﬁ

= price,

Xl— |

X2= time and manner of payment te the lecal,
X3= weights and measures,

X4= source éf frequent and conslstent blds,
Xg= source of market information,

¥ .= reglonal personnel expertise,
X.= contractual arrangements for cash grain delivery,
X,= cooperative lovyalty,

X4= Texas Plains reglon dummy variable,

X, ~= Gklahona. region dummy varlable.
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Variables X1 through X are performance rated variables and were coded

8
by .dividing by 1000, ' Dummy variables were used in the equation to
account for area differences in grain commitment due to size or dife

ferences in operation. of local associations between regiens. The

intercept term of .428 represents the adjustment for South Texas in

percentage sales to the regional. The regression coefficients for vars«' "

iables X9 and XlO’ when added separately and individually te the in-
tercept term, represent the region effects for the Texas Plains and
Oklahomajregiéns,vrespectively. The standard error of the regression
coefficients are given in parentheses,

Thirty-one percent of the variation of the dependenf-variable=was
explained by the regression analysis with the regression effect being
significantly -different from zero at the .05 probability level. The

intercept term, and the regréssion coefficients for X, and X9, were

7
the only regression coefficients significantly different from zero at
the .05 probability level. Thus, there appears to be some difference
between South Texas and the Texas Plains in grain commitments to
regionals. Also, an increase in the rated performance of the regional
with respect to contractual arrangements (given the performance levels
of the other factors) tends to increase the percentage of merchandised
grain committed to the regional. Many of the other regression coeffi-
cients have signs which don't support the hypothesis of positive rela-
tionships between performance and grain commitment. However, those
coefficiént values are so close to zero that a small change in some of
the observations might haﬁe caused a change of sign.on a coefficient.

The correlation coefficients between these dependent and inde-

pendent variables are given in Table XXXVI, Except for X1 and XS’
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none of the coefficients were significantly different from zero at
the .10 probabilityfleﬁel. The coefficients of .25 and .21 for price
(Xl) and.source of market information (XS) were significant at the
«05 and .10 probability levels, respectively. Thus, when considered
separately, fhe pefformance ratings for 'price' and *market'informas=
tion' explained more of the variance in grain commitment than did any

other measured factor.

TABLE XXXVI

'CORRELATTON MATRTX OF -GRAIN. COMMITMENT TO THE REGIONAL
COOPERATIVE AND SELECTED DECISION FACTORS PERFORMED
) ‘BY THE REGIONAL

T XK, Xy X % X X, X
Y 1,00 .248 .033 .078 ,103 .210 ,186 .192 .056
% 1.00 .54 .39 .16 .29 .24 =,06 .56
X, 1.00 .45 ,17 .24 .16 .08 .48
X, 1.00 .07 .18 .25 .14 .36
X, 1,00 .55 .21 .35 .24
X 1.00 .45 .08 .30
X, 1.00 .29 .32
X, 1,00 ,19
X, 1.00

A.8 General Attitudes

While in the process of doing business with the regional coopera-
tive, local ceeperative personnel formulate opinions and develop

attitudes pertaining to the regional's business affairs, operations,
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and personnel. The regional personnel also formulate opinions and
develop ideas about local cooperative operations and. its management.
‘Sometimes these opinions and attitudes can affect business relation-
ships and hinder coérdination.of activities, programs, and sales.

‘The interviewed managers were presented selected statements about
the regional cooperative (Table XXXVII). Managefs responded to these
statements according to their total agreement, total disagreement, or
any -feeling in between. The extent of their agreement was recorded by

‘ the manager selecting a number from 'a 1-99 resporise scale which most
represents his attitude, 99 signifying .total agreement with the sfate-
ment. As shown in Table XXXVIT,  .the managers in the three regions had
somewhat similar attitudes toward the regional with which they did
business. All managers strongly agreed that the regional was needed to
‘provide competition for independent buyers (statement 7). Howéver,
managers from South :Texas, relative to managers of the other regiens,
tended to show some weakness in agreeing that the regional was innova-
tive and progressive (statement 6) and that it provided necessary ser-
vices not»othérwiSe ecoanically'available (statement 5).

Chi-square analysis supported the hypothesis that differences in
attitudes toward regionals exist between managers in Oklahoma and ‘Seuth
Texas (Table XXXVIII). However, chi-square values measufingjdiffer~.
ences between other regions wefe.not‘sifnificant'at the .05 level.

B. - Summary

Target‘delivery,‘Sr-delivery-at a -specified time and at an
-arranged price, was used most frequently by local assoclations when

contracting grain to the reglonal cooperative and other buyers. Such



TAELE XXXVIT

GENERAL ATTITUDES OF THE LOCAL -CQOPERATIVE™ MANAGERS TOWARD
THE REGTIONAL: COOPERATIVE, BY REGION,1973

‘independent procéssors

Selected Statements About the Reglonal Oklahoma Texas Plains ~ South Texas
l. The existence of the regional coop -enables you to get
a higher price for yeur grain in the market place - 87 83 77
2. The regional coop is not a strong competitive force
in the market place 14 11 16
3. Because of competition provided by the regional coop,
you receive better treatment from independent mer- _
chandisers and processors 72 79 82
4. The regional coop is little more’ than .just another ’
outlet for your grain 11 28 22
-5, 'The reglonal coop provides you with necessary ser~
vices you could not get elséwhere economically - 80 75 61
6s The reglonal coop is an innovative, progre551ve, and
growing enterprise 90 77 69
7. Without the presence of the regional coop, you would
be at the mercy of independent merchandlsers and  pro=-
cessors in.marketing your grain 87 20 89
8. The regional coop is staffed by competent people who
understand your business problems and needs 82 78 77
9. The reglonal coop is staffed by competent people who
want to help you in vyour business 86 81 73
10. The regional coop is undercapitalized 53 63 73
11, You oftén use the services of the regional coop 83 83 80
12, The regional coeop has poorer management than do A 95 27

E/These numbers originated from the 1-99 scale, 99 signifying total agreement with the statement.

M

18
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contracting was particularly prevalent in the marketing of wheat,

TABLE XXXVIII

CHI~SQUARE VALUES FOR ATTTTUDINAL DIFFERENCES OF LOCAL
'COOPERATTVE MANAGERS TOWARD REGIONAL COOPERATIVES,
BY REGION, 1973

Texas Texas Plains SOch Texas
oklahoma 9,872 8,813 18,536

Texas Plains ‘ 5.716

E/Coefficient is Significant'at the +05 level.

Differences existed in 1973 with regard te managers' responses
relatiné to the possibility of recelving. premiums for various marketing
practices. Some managers agreed that premiums for various practices
were available from the regional cooperative while other managers in
the same region. disagreed. In‘generaiffmost managers felt that pre-
miums were not available for following certain marketing practices,
except: possibly for the delivery,of high protein wheat.

Regional’grain:coopefatives in Oklahoma and Texas provided short=-
term credit to 26 percent and 11 percent of the sampled locals, respec~
tively. The locals receiving credit from the regilonal had smaller
current ratios in 1973, .on the average, than locals who did not receive
- eredit from the regional.

Local managers disagreed on the availakility .of several services
from the regional cooperative, suéh as providing transportation

-8cheduling services, -and brokerage and hedging services., In general,
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a larger percentage of Oklahoma sampled local managers stated that
several marketing services were available than did Texas sampled man=-
agers. Chi-square analysis substantiated that there was a.statistical
difference (at the .0l probability level) between responses from the
two states relating to the availability of services.

The ranking of the marketing services according to importance by
all sampled managers revealed that managers- placed a high prierity on
.market information, infermation about regionalst* operations, and infor-
- mation from the regional to help solve the local's preblems :and needs.,
Grain hedging services, however, were given a lew prierity .for 1973,
when compared to the other services; but accerding te the manager's
ratings, hedging services may be nearly twice as important in 1978 as
they were in 1973. No statistical differences (at the .05 probability
level) in the rated importance of services were found to exist between
regions.

Tocal cooperative managers have other criteria to consider when
deciding with whom they market their grain. ' Managers must choose among
"grain buyers, who are competing with one another for local association
' grain. Grain buyers offer competitive factors such as early time
stiﬁuiations for payment to the local, various contractual arrange~
ments for cash grain delivery, as:well as competitive prices for grain.
The Spearman .rank correlation. test illustrated that for all region .
sampled managers, the relative rank given by managers to each of 17
decision factorsnaccording to the factor's influence on .grain marketing
decisions, was similar. The rank correlation coefficients between each
region, measuring the correlation of the relative rank of factors by

region, were significant at the ,01 probability level.
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The amount of influence these decision factors exerted on market-
-ing decisions did not change significantly (.05 probability level) from
1973 to 1978.9 Likewise, the performance of the regional in providing
these factors to local cooperative members ‘did not change significantly
(.05 probability level) over the 1968 to 1973 period.

The rated performance of the regionals, with respect to factors
affecting marketing decisions of local managers, decreased as the
importance or. influence. of the decision factors decreased. Thus, the
regionals were rated by local managers to have performed best on the
moét influential decision factors. Regression analysis tended to sub-
stantiate a positive relationship between regional performance and
influence of factors on local cooperative marketing decisions.

Regression analysis was also used to measure the relationship
between the wvariation. in grain commitment of local cooperatives to the
regional cooperative and the variation in perfprmance ratings given
the regional cooperative. The regression .explained 31 percent of the
variation in the percentage of grain committed to the regional coopera-
tive. The regression relationship was significant at the .05 level.
Thus, the performance of the regional with respect to key decision
factors may have some effect on the commitment of grain by local
cooperatives.

In general, local cooperativeée management had a high regard for the

operations of the regional cooperatives, Most local ceoperative

QSampled managers rated the factors according to how influential
they felt the factors would be on decisions in 1978,
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managers interviewed agreed strongly that without the presence of the
reglonal cooperative, the locals would be at the mercy of independent
merchandisers and processors in marketing their grain. They alse
agreed that the existence of the regional cooperative enables them to

get a higher grain price in the market place.



CHAPTER 'V
SUMMARY AND CONCLUSIONS
A., Introduction

Chapter V contains a condensed version of this research, concen-
trating on its highlights. The underlying problem is presented along
with a discussion of the objectives and the procedure used to satisfy
. the objectives. The results are then summarized starting with market-
ing practices and patterns existing at the local level in the coopera-
tive grain marketing system., Next, and probably of more importance to
this study, i1s a discussion of the existing lecal ~ regional coordin-
ating arrangements of services and marketing -decision factors.

Concluding remarks are then made pertaining to the fulfillment of

the objectives.,
B Problem

Information concerning the nature, implications, and potentials
of closer vertical coordination among graln marketing cooperatives and
thelr members 1s available in insufficient guantities. Previous work
in this area has tended to deal with operations at a given level of
the marketing system. Increasing the marketing efficiency at one level
of the system, however, does not necessarily increase the efficiency-of

the marketing system as a whole. Thus, a need prevails for research

86
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which. includes at least two levels of the cooperative grain marketing
system. "Only then can more realistic conclusions be drawn which con-
form to the basic idea that systems research, as oppeosed to.reSearch
of only one marketing level, might offer insights for improved coordin-
ating relationships between marketing levels, fherebyrincreasing grain

cooperative member returns.
C. Objectives

The objectives of this research were to describie; 1) ekisting
marketing practices and patterns of local cooperatives in Texas and
- Oklahoma, 2) coordinating arrangements between local cooperative grain
-elevators and the regional cooperatives with whom they sell grain, and
3) to. investigate those possibilities and potentials which may exist
or can be developed that would enable grain marketing cooperatives to
increase producer returns threugh cleoser vertical coordination within

the cooperative grain .marketing system.
D, Procedure

Because of the large population -.and the large variation.in size
of local grain cooperatives in Oklahoma and Texas, a randem sample,
stratified according to storage capacity size, and by-state, was
selected to represent the grain cooperative population. The managers
of each local cooperative in the sample were personally interviewed
concerning their operation and their relationship with the regienal
cooperative through which they sold grain. The questionnaire used in
the interviews was designed to extract information pertaining to

marketing patterns and the coordination. of marketing services and
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decision factors between the local and regional grain cooperatives.
‘The data were then processea for the computer to fécilitate simple
statistical and accumulative analysis, A summary of the resuylts fol=-

- lows in sections E and F.

E. Existing Marketing Patterns of Local

Cooperative Marketed Grain

Chapter IIT dealt with the marketing practices and patterns of
local cooperative associations in the handling and movement of grain.
The most impertant grains handled by coeoperatives in the sample were
-grain»sorghum'and wheat, most of which was either purchased at harvest
or stored for the farmers and puréhased:later. A major portion:of the
grain sorghum marketed through South Texas Sampled local cooperatives
was contracted from producers. Very little forward contracting was
used by sampled Oklahoma and Texas Plains cooperatives since most of
the grain was purchased at harvest for cash.

An important factor in the marketing of grain is the availability
-of large amounts of operating capital. Local cooperatives in this
study had several sources of operating capital. The Bank for Coopera-
tives and delayed payments to farmers were the most frequently used
sources of local assoclation peak operating capital, i.e., capital
used during peak grain handling and movement periods.

The utilization .of grain storage space by local cooperatives was
also analyzed. The Texas Plains cooperatives frequently used oper?
ating space for the storage of grain during harvest. Forty-seven per-
cent of the grain storage facilities of sampled cooperatives in this

regilon were flat structures which characteristically has large amounts
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of storage space which can be used interchangeably as operating space,
The other regions do not make much use of this type of space for grain
storage at least partially because of a predominance of upright stor=-
age type of fécilities.

Local cooperative managers were asked what percentage of grain
handled was eventually committed to a reglonal cooperative. Ninety-
five percent and six percent of the wheat and grain sorghum, respec-
tively, handled by Oklahoma cooperatives in the sample were committed
to ‘a regional cooperative. Of the wheat and grain serghum handled by
Texas Plains cooperatives, 72 and 58 percent, respectively, were com~.
mitted to a regional cooperative., South Texas cooperatives in the
sample sold 74 percent of their associations' only crop, grain sorghum,
to the regional. p

Next, groés margins received by locals for marketed grain were
studied. Oklahoma locals, on the average, received 18,8 cents gross
margin per bushel for wheat in. 1973 while Texas Plains locals re-
ceived 27.1 cents per bushel, Gross margins for ether grains ranged
~from approximately .15 cents per bushel for Seouth Texas sorghum to
32,7 cents per bushel for‘soybeané in Oklahona.

Managers of the local cooperatives were asked how often and
from whom they obtained grain price bids. The majority of the sampled
association managers gelied on bids from grain buyers (both coopera-.
tives and independents) for their quoted board grain prices. The
larger associations received or acquired price bids several times per
hour during harvest, Evidence suggested that larger association man-
agers tended to stay better informed of market forces and everyday

activities than those of smaller associations.
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A major portion of the interviewed managers used forward con-
tracting to protect their financial grain positien from unfavorable
price flucuations. Hedging in.the futures market was used by only a
very few respondents.

Most of the grain purchased by -local cooperatives was sold on a
target delivery basis where a . price and delivery date are specified
and premiums and discounts are awarded if delivery is early ortlate.
Most of the grain was sold for shipment within one month. A majority
of the feed grains handled by. Oklahoma cooperatives was retailed back
to farmers as whole grain, in feed, or sold to feedlots. Texas coop-
eratives handled much larger amounts of grain sorghum than. did Okla-
homa .cooperatives, but the sorghum was marketed in much-the same

pattern as in Oklahoma.

F. Existing Local-Regional Coordinating

.Arrangements

Target delivery was the principal contracting arrangement be-
tween local and regional ceoperatives, No premiums were generally
given by regional cooperatives for early delivery. (This was also
true for independent grain buyers.) |

Short-term credit arrangements between regional and local coop~
eratives were analyzed, The regional cooperatives extended short=~
term credit to 18 percent of the sampled member cooperative
associations. The financial condition.of all sampled:locals showed
that the regionals made provisions for shorteterm credit to locals
whose current ratios on the average were less than the locals who did

not receive credit from the regionals.
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Latge discrepancies'existed between sampled local coeperative
managers. concerning the availability. of services to the local coopera-
tive, Based on managers' responses, more services were seemingly
avallable to Oklahoma respondents t;an\to Texas respondents, Chi=-
square analysis was used to test the hypothesis of no difference in
avallability of services. between Oklahoma and Texas., This hypothesls
was rejected at the .0l probability level, signifying a difference in
service probably does exist between states, at least according. te
sampled managers' responses,

Managers. from both states required the same kinds of services,
the more important services being market information, transportation
scheduling, and informational meetings 'sponsored by;the regional.

The services were ranked by the managérs froﬁ.éach reglon accord-
ing to the importance of the service to the local aésociation. Spear=-
man rank correlation coefficlents were calculated béfween‘Okiahoma
and Texas Plains regions, South Texas and Oklahoma,regions, and Texas
:Plains and ‘South Texas regions. All correlation coefficients were
significant at the ,05 probablility.level which -supports the hypothe=
sis of a correlation between regioens in.the ranking of services to
the local cooperative, However, Oklahema and Texas Plains managers
placed more emphasis on the importance of transportation services
thanldid South Texas managers.

Regardless of the region, managers who were interviewed, ranked
districf informational meetings concerning the local's problems.and
needs, -and concerning the regional'’s operations,; highly.important
relative to other services. Local cooperative managers'realiéed they

must become better informed in the area of marketing grain in the
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cooperative system.

Research also showed local managers felt certaiﬁ services, of
little importance to them in. 1973, were going to increase greatly in
.importance by 1978, They proposed, for instance, that grain hedging
services will be very important in the future because of the increased
demand. for price protection, although managers rated this service as
relatively unimportant in 1973,

All regions also had similar opiniens regarding the factors that
influence their marketing decisions. Factors such as 'price*,'time
and manner of payments to‘the_lecalw,'SOurce of market informationt,
'advice on rail freight rates and tariffs', along with 13 other factors
considered in the analysis, were ranked by the managers according to
thelr influence on marketing decisions. in 1973, 'Price' and 'source
of market information' were ranked among the highest of the facters
ﬂlisted-in all regiens., Spearman rank correlation coefficients, mea-
suring the correlation of average rankings between each region, were
significant at the .05 probabllity level, This test supported the
hypothesis“that cooperative managers ranked the factors in a similar
pattern,.regardless‘of region.

The regional cooperatives! performance in connection with the
decision factors, such as price, generally received a high rating
from local managers. Oklahoma cooperative managers tended to rate the
regionalsf performance higher than did managers in Texas. The
regionals were rated as having performed best those factors which
local saméled managers as a whole felt were most important,

Tt was hypothesized in Chapter IV that the performance of the

regiornal with respect to decision factors would have an effect on the
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commitment of grain by the local te the regional coeperative., Regres-
sing the percentage of marketed grain committed to the reglonal on the
performance of the regional10 in providing the decision facters, sup-
ported the hypothesis, at the .05 probability level, that a relation-
ship does exist. When measured on an individual one-at-a=-time basis,
Iprice! and fsource of market information’, were the only'vériables
significantly (.05 and .10 probability level, respectively) correlated
with tﬁe percentage of marketed grain seold to the regional cooperative.

Local managerial attitudes of a more geﬁeral nature toward the
regional cooperétive were highly positive., A list of selected atti-
tude statements about the reglonal were given scores by the sampled
managers from 1-99, with 99 signifying total agreement with the state~
ment. Included in the list was' *the existence of the»regional-cooﬁ
enables you.to get a higher price for your grain in the market place!
and. 'the regional coop provides you with necessary -services you could
not get economically elsewhere'. The sampled managers rated these

attitude statements an average of 70 or better.
G. Coriclusions

Concluding remarks are focused on three areas of importarice to
this study. First, an overview of the performance of the regional
cooperatives-is presented which pertains to the services and competi-
tion=the regional provides to locai cooperatives. Secondly, conclu-
sions are drawn from analyses of the availability and importance of

marketing services. Finally, ending remarks are given concerning

lOThe performance of the regional was measured using the 1-99
‘scale, with 99 signifying ithe highest possible performance in prowviding
. the factors.
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cooperative marketing decision making, i.,e., the factors that affect
such decisions,

‘A complete dicussion of. coordinating arrangements, within the
local-regional sector of the cooperative grain marketing system, :cannot
be limited to either of the three conclusion sections., =~ Rather, verti-
cal coordination is the underlying consideration in the preceding

analysis and is referred to in the remaining .sections.

‘G.1l Local Managers' AttitudeskggsRegional

Performance: :A_l’_’; Overview

Evaluating the regional cooperative from an overall standpeint,

‘through .the sentiments of this study's sampled locals, .is relatively

‘straightforward. Without the presence of ‘the regional cooperative,
the local managers expressed deep concern 6f the possibility of deing
business with giant independent merchandisers and processors in mar-
keting their grain. Most local managers felt that the regional was
staffed by competent people who want to help them with business prob=-
lems and that the regional was a strong competitive force in.the
market place., Thus, the existence of regional cooperatlves was
strongly supported by local cooperative managers.

Regiocnal cecoperative personnel devote a large amount of effort te
providing marketing factors to cooperative members such as market
information and transportation-schedﬁling,Awhich have an.effect on
:local grain marketing decisions. Analysis of local manager opiniens
indicated that the greater the influence of. the factor on marketing
. decisiens, the greater was the rated’performance on the regienal in

providing that factor to the local. This trend gives support to the
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evidence that regional cooperatives have devoted more resources to the
most influential factors than.is true with the less influential fac-

tors.

G, 2 Culminationfgi'Marketing Services- Analysis

Local cooperative managers-intthe sample were extremely suppor=-
tive of the cooperative system of marketing~grain,fand_in.particular
the existence of regional grain marketing: cooperatives, as was pointed
out in the. preceding section, However, there were large discrepancies
among local associations with regard to which marketing services were
available from the regional, As local-regional business relationships
‘were more closely scrutinized, inconsistencies became apparent con-
‘cerning local-regional coordination. of marketing informational~5ervices.‘
A possible explanation is that local association managers do not |
realize the importance of acquiring regienally based services to help
them become a more viable force in marketing grain, so that local
assoclations are not attentive to what services are available from
the regional. Another possible explanation of the different manager-
ial responses is a lack of coerdination between the two levels in
rendering and accepting marketing:-\servrices° Only when local assocla-
tion managers become more informed of market forces and relatiénships,
néw grain transfer methods, regional contractual arrangements, hedg-
ing operations and other services, all of which the regionals may
provide, can. they develop the knowledge needed to more efficiently

-manage modern cooperative graln marketing businesses,
A lack of knowledge concerning regional operations and services

at the producer-level may give rise to the leakage of grain out of
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the cooperative grain marketing system. TIf local managers are not
aware of the benefits of cooperative grain marketing accruing frem the
various services of regional cooperatives,‘theﬁ the full benefits of
cooperative grain marketing may not be explicitly apparent te grain
producers. With this possibility in mind, a tighter more highly coor=
diﬁated system could increase cooperative members returns through
improved bargaining power by  committing through the local ‘and the
regional cooperative a larger percentage of the total production .of
grain.r

Economic incentives yielded by regional cooperatives to local
aséociation.members,&forrincreased participation and coerdination of
seryices, might prove to be a profitable long run investment for the
regional since a more knowledgeable, vertically ceordinated grain
marketingjéystem would result.

The incentive program would center around the degree of vertical
integration the local associations achieved. in a new role of decreased
- independence in marketing grain. The magnitude of the incentive would
depend upon the savings of the regional associated with increased
managerial efficiency, technical efficiency, and market power, brought
about by economies of size, Although beyund»the scope of this study,
savings, under a more vertically. integrated system, possibly could be
obtained through regional control of pricing, hedging, and merchan-

- dising. The incentives would be in the form of increased regional
‘performance on marketing decision factors, dicussed further in the
following section.

Local‘associations could then coordinate producer incentive pro-

grams aimed at total grain5¢ommitment to the cooperative system. The
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reglonal graln marketing incentives would thus be funneled through
member associlations to producers to gain: the same kinds of efficiencies

at the local level.

G.3 Culmination of Marketing Declsion

.Factor Analysis

The criteria invelwved in'a local cooperative assoclation's deci-
sion of with whom the assoclation markets its gréin, are the price of
the commodity under consideration, market informatien, centractual
arrangements for the deliwery of cash grain, time and manner of pay-
ﬁent to the local and several others referred to in the text. In the
true sense of the free enterprise system, these factors constitute the
competition exerted on the grain marketing industry by-a regienal
grain buyer whether that buyer be a cooperative or an independent.

The reglonal cooperatives, with whom the local assoclatiens do busi-
ness, provide and/or perform the marketing decision factors relatively
well in relation to each other. However, it appears that the regienals’
performance has not improved on the factors as a group even though the
decision factors have basically been the same for the time hofizen
considered in this study. There possibly could be a lagged effect of
the performance of the regional in providing these services as mar-
keting decision factors change., But even if that is true, regionals
should work toward updating their marketing arrangements so as to
shorten the time span of such a.lag. The regional grain cooperatives
must become more viable and competitive in the market place particu-
larly with respect to price and contractual arrangements, so that .the

cooperative grain marketing system will be increasingly appealing to
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member locals, member producers, and prospectlve members. Still higher
regional pérformance in providing marketing decision factors in the form
of prices, cash patronage refunds, more precise market infermation,
more professional assistance with transportation services, public
relations and short~term credit, would be the form:of incentives to
make the cooperative system mére vertically coordinated. These were
the factors deemed most important to local cooperative operations by
'sampled cooperative managers.

Local cooperative management will place increasing impertance in
the future on certain .services frem the regional cooperative.,  In=-
cluded are grain hedging services, advice on rail freight rates and
tariffs, and rail scheduling. In addition, advanced financial plan-
ning and engineering assistancej high quality informational meetings
aimed at improving the expertise of local management,.pe:sonnel and
members of the board of directors; and intricate truck scheduling
assistance will be sought by local cooperative grain association man-

agderse
He Implications'for'Further Research

Research is needed at the regional coeperative level with objeé-
tives of discovering and investigating other possibilities which would
strengthen regional cempetition.in buying -grain from members. Further
research is also needed to determine potential gains from efficiencies
of size which might result from a more tightly coordinated vertical

cooperative commitment of grain up through‘the cooperative grain
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marketing system, Finally, research is needed to determine what effi-
cilencies may be gained through regional cooperative mergers.

This study will hopefully be helpful in filling the void in the

systems approach to grain marketing analysis.
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Name of Cooperative

Location of main office Town County

Oklahoma State University
Agricultural Experiment Station
Department of Agricultural Economics
Stillwater, Oklahoma 74074

Local ‘Cooperative Grain Elevator Survey
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Phone and Area Code

Please list the names of the branch elevators or stations and their addresses

Person interviewed. Name Position

(Information

What was your total grain storage capacity as of December 31, 19737

requesﬁed for calendar year 1973.)

Flat

Upright

bu.
bu.

a. Did your co-operative own capital stock or certificates in any other firm which marketed
your grain during 1973? Yes ( ) No ( )

b. If yes, is any of this capital stock or certificates in:

Lo

A
AN~
N N N N Nt

What are the
processor(s)

Regional

Independent firm (s)°

local grain elevators °
regional grain elevators
grain export facilities
grain processing facilities
trucking firms

other (please specify)

(please check)

name(s) of the regional cooperative(s) and/or independent merchandiser(s) or

through which you marketed your grain during 1973?

cooperative(s)

What percentage of your total grain volume (including feed grains) was marketed through the
following outlets for the years indicated:

a. Regional

b. - Independent merchandiser or processor

c. Retail to producers.(whole grain, or in feed)

Percent of total grain volume marketed

cooperative (terminal or processor)

Expected
In 1968 In 1973 in 1978
(Percent)
100% 100% 100%




9.

10.

11.

During the year 1973, did you store in your facilities any grain owned by a regional
cooperative terminal or processor?

a.
b.
c.

d.

Yes ( ) No.( ) (If no, skip to question 10, if yes continue with part b.)
How many bushels? '

How many months was the grain stored?

105

In which one of the following periods did you store the most grain for a regional
cooperative?

(1) ( ) January to. April
(2) ( ) May to August
(3) ( ) September to December

Was all of the grain that you stored for the regional cooperative removed within one
week? Yes ( ) No ( )

How was your grain storage space utilized when your total grain on hand was greatest
between January 1, 1973, and December 31, 19732

Type.of Utilization . "Bushels

Operating Space (inecludes workhouse and unused)
Storing Grain on Your Own Account

Hedged Grain -
Unhedged Grain but not Contracted
Contracted Grain

Storage for Others

Warehouse Receipted

Open

Grain Bank

cce .

Terminal or Processor Total

Was it possible for you to obtain premiums of any kind for your grain from the regiomal
cooperative by using any of the following marketing practices?

Don't

Marketing Practices ) Yes No Know

Sales in large volumes and round lots . . « « + « ¢« o .

Forward contracting with regional cooperative for future
delivery of cash grain .

e s s+ e 3 2 & & & v s s s 2 s o

Pooling . « + « « + &

e 2 e« s 3 e 3 e & s e e s a s

.
oo
s & 2 s+ s s s 1 & e e & 3 s 8 e e .

Multiple shipments . .

Delayed pricIng .« « o v +o = o o o ¢ o o s o o s o o o o

Rapid delivery of grain . « « ¢ ¢ ¢ v & &+ + ¢ o ¢ o ¢ o« @

Immediately contracting with the regional cooperative
all elevator purchased grain . .« « « ¢ ¢« ¢ 4 ¢ ¢ o0 0 0 W]

Storage of grain for the reglonal cooperative . . . « . . .

Sale of consistently high quality grain . . . . . . . . .

Long history of a good business relationship ... . . . . .

Delayed shipment . « « « ¢ 4« ¢ « ¢ ¢ o ¢ o o o s o o « o &

Sale of high protein grain « « « + « « ¢ ¢ ¢ ¢ & ¢« o « o o«

Other (please specify) “ .




12.

13.
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During 1973 did your regional cooperative terminal or processor make any provisions
for short term credit in the merchandising of your grain?

Yes ( ) No ( ) (If no, go to question 13.)

Please describe the credit arrangements with regard to each of the following:

a.
b.

C.

Average length of credit arrangement in months

Interest rate or. discount allowed: % interest rate; 7 discount allowed.

Payment arrangements, including time periods involved.

Average borrowing limit as a percentage of the value of your grain?

How is the value of this grain determined? (specify)

What collateral is required, if any, other than grain?

Under such financ¢ial arrangements as above, are you obligated to sell this grain to the
regional cooperative? Yes ( ) No ( ) Don't Know ( )

What was your peak cash requirement at any point in time for purchasing grain during
1973, including deferred payments? §

During 1973, what amount of your peak cash requirement for purchasing grain was obtained
from the following sources?

Dollars of Peak Operating
Source . Capital for Purchasing Grain

1) Commercial Banks + o« « o o o o o o s o o o s a4 o 4 0 0 a0 0
2) Bank for Cooperatives . « o+ « + o ¢ o o o o o o 2 s o = o s W
3) Interest bearing advances from buyers and coops . . . . . ., .
4) Non-interest advances from buyers and coops '+ +« + + « o o o &
5) Farmers who delivered grain to you under delayed

payment arrangements . . « . o <« ¢ o s e o s e e e 4 e e o o e
6) Your own capital « « « ¢« ¢ ¢ 4 0 e v 4 e et e e n e e e e
7) TFarmer patron loans .« « o« + « « o o o ¢ ¢ & o 6 ot 6 e 0 s s
8) Other (please specify) ) e e e e
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Indicate in column (a) whether or not your fegional cooperative makes available to you

any of the following services. Indicate in column (b) wheéther or not the available

service is free. Indicate in column (c¢) the frequency that you used each of the services
when and if available within the past five years. Please express each answer as a per- :

centage of the maximum that you could have used each service.

(a) . (b) (c)
Is Service Available? | Is Service Free? | Frequency
Areas of Service -~ . Don't Not Don't | of Use
. Yes No Know Free Free Know (Percent)

1) Assistance with rail car scheduling

2) Assistance with truck scheduling

3) Assistance with barge scheduling

4) Advice on rail freight rates and
tariffs

5) Market information

6) Brokerage Services

7) _Grain hedging services

. 8) Auditing and/or billing services

9) TFinancial planning assistance

10) Assistance with stock and bond
sales, and credit procurement

11) Investment opportunities

12) Engineering assistance

13) Public relations assistance

14) Management and personnel training
programs

15) Board of directors development pro-
grams

16) District informational meetings
directed to your problems and needs

17) District informational meetings
concerning the regional's operations

18) Other (please specify)
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Rate each of the services listed below according to their importance now and in 1978.
These questions aré answered by placing scores from the range 1 through 99 in the

blanks below.

The higher the score, the more important the service.

The lower the

score, the less important the service. A check mark (¥) indicates no opinion, unde-
cided, or do not know. )

Importance now and in the future

T 1 1 1 ] T T | T T i
1 10 20 30 40 50 60 70 80 90 99
Not at all : Extremely
Important Important
[In 1973 |In.1978)

1) Assistance with rail car scheduling . . . ¢ « « 4 . . o s e e e 4

2) Assistance with truck scheduling . . « . « o . . . . PP

3) Assistance with barge scheduling . . . . . . . . . ., v e e e

4) Advice on rail freight rates and tariff . . . . . . . e e e e e e

5) Market Information .« « « « ¢ o ¢ ¢ o 0 0 0 e s o0 e . s e e e e e

6) Brokerage SErviCes . 4 + + 4 4 s 0 o e 4 0 h e . . e e e e e

7) Grain hedging services . « « + « ¢ ¢ + 4+ 4 4 4. . e e e e e

8) Auditing and/or billing services . . . e e . e e e e e

9) Financial planning assistance . . . « ¢« .+ .0 . . C e e e e e

10) Assistance with stock and bond sales, and credit procurement . . . . .

11) 1Investment OpportunitiES « « + 4 « 4 4 s+ 4 4 4 4 e e e e e e e e
12) Engineering assistance . . « « » o o ¢ ¢ o'% 0 o 4 e e e e
13) Public relations assistance . . R . e e e e
14) Management and personnél training programs . . f . [ .
15) Board of directors development programs . . . . . . . [T ..

16) District informational meetings directed to your problems and needs .

17) District informational meetings concerning the regionals operations . .
18) Other (please specify) ) ..
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16. Respond in columns (a) through (e) according to the respective instructions as follows:
A check mark (v) indicates no opinion, undecided, or do not know.

(a) indicate the degree of influence each of the following factors had on decisions as
to whom the cooperative marketed grain ip 1968.

(b) 1indicate the degree of Influence each factor had on ‘decisions as to whom the coop-
erative marketed grain in 1973.

(c) 1indicate the degree of influence each factor will have on decisions as to whom the
cooperative markets grain in 1978.

(d) indicate the degree of performance of the regional regarding the following factors in1968.

(e) 4indicate the degree of performance the regional had';egarding each of the following
factors in 1973.

These questions are answered by placing scores from the range 1 to 99 in the blanks pro-
vided. The score is considered an indication of the degree of influence or performance
analogous to. the usage of the scale in previous questions.

For Columns a, b & c - For Columns d, e
Influence of Factors - Performance of Regionals
on Marketing De%igions .Regarding these Factors
| I I | J | 1 L1 ] I ] | 1 ! !
T T I ‘I’ F 77 | 1 T T Ll T L ! 1
1 10 20 30 40 50 60 70 80 90 99 1 10 20 30 40 50 60 70 80 90 99
Not at all Extremely| { Poor Excellent
Influential R Influential| | Performance . Performance
D —— - - S
Influence on Decisions Performance of Regionall
(a) (b) (c) (d) (e)
Expected
Factors In 1968 In 1973{In 1978 In 1968 In 1973

1) Price « o v ¢ s e v o o a s s o o o
2) Advances or short term credit + . « »
3) Time & manner of payment to the local
4) Premium and discount practices., . . .
5) Weights and measures . . « « + .+ &
6) Penalties for delays in shipment, . .
7) Premiums for large volumes . , . . .
8) Source of frequent & consistent bids
9) Source of market information . .
10) Brokerage Services . .« « 4 &« & 4 4 »
11) Regional personnel expertise . .
12) Terminal or processor facilities . .
13) All transportation services . . . . .
14) Management and financial services .
15) Size of dividends, patronage refunds
and investment opportunities . . . .
16) Contractual arrangements for cash
grain delivery . . « ¢« « o o ¢ o o .
17) Cooperative loyalty . . . . . . « « .
18) Other (please specify) . . . . . . .

17. Please rank the three most important of the factors listed above in their order of importance
in 1973, beginning with the most important. After this, do the same with the three least
important factors. ‘Do not include those factors for which you had no opinion.

Most Important 1st Least Important Ilst
2nd : 2nd
3rd 3rd
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18. Indicate the extent of your agreement or disagreement with each of the following state-

19,

20.

ments.

A check mark (Vﬁ indicates no opinion, undecided, or do not know.

Again, use the associated scale for your answers similarly to previous questions.

Extent of Disagreement or Agreement
: i ] | ! | I S | ] S|
T 1 T i i 1 | T | 1 1
1 10 20 30 40 50 60 70 80 90 99
Strongly Strongly
Disagree Agree

The existence of the regional coop enables you to get a higher price
for your grain in the market place . ..« « ¢ v & ¢ 2Tt 4 v 0 v e e .. .

b. The regional coop is not a strong competitive force in the market place
c. Because of competition provided by the regional coop, you receive better
‘treatment from independent merchandisers and processors . . . . . .« . .
d. The regional coop is little more than just another outlet for your grain
e. The regional coop provides you with necessary services you could not get
economically elsewhere . . « ¢ o ¢ 4 ¢ ¢ ¢ ¢ ¢ o o o s e e 4 s e e e e .
f. The regional coop is an innovative, progressive and growing enterprise .
g. Without the presence of the regional coop, you would be at the mercy of
giant independent merchandisers and processors. in marketing your grain .
h. The regional coop is staffed by competent people who understand your
business problems and nNeeds . + + + + o o ¢ 4 et 6 a4 e s s e . 4 e s
i. The regional coop is staffed by competent people who want to help you in
your business . . . s 0 e b 0 4 e 4 e e e e e e e e e e e e e e
j. The regional coop 1s undercapitalized . . . . « ¢ ¢ v v ¢ 4 4 ¢ ¢ o & &
k. You often use the services of the regional coop . +. . « « v & + &+ « o «
1. The regional coop has‘poprer management than do independent processors .
n. Other (please specify) .
In 1973 did you restrict the length of time during which producers could store
you by: ) .
a. requiring that all stored grain be sold by some specified time
(such as harvest)? ‘ Yes (
b. reassessing a minimum storage charge at harvest_ Yes (
c. Other (please specify) Yes (

)
)

)

grain with

No (
No (
No (

)
)

)

How much of each of the following grains did you buy from producers between January 1, 1973,

and December 31, 1973%7
from the C.C.C.)

Wheat bu. Barley bu.
Sorghum bu. Rye bu.
Soybeans bu. Corn bu.

(

(

Oats bu.
) bu.
) bu.

(Also, include in the totals here any grain you may have purchased



21. Show the percentage of your 1973 grain purchases by thevfollowing method of purchase:

22,

23.

(For ease of answering, complete each column before going to the next grain.)

111

Grain - (Exclude specialty cro

ps and

seed)

Wheat

Sorghum

Soybeans

Barley | Rye

Corn -

Oats

(Other)

a.

Method of Purchase

Traditional cash
purchase at harvest
(cash delivery)

Perceat of Puychase

Contracted prior
to harvest for
delivery and pay-
ment at harvest

Stored for farmer
and purchased
later

Purchased (after
harvest) from farm
storage

(1) for cash

(2)

on forward
contract

Purchased but with
a delayed price

Grain pool

Other
(specify)

Total

100%

100%

1002

..100% | 100%

100%

Considering all grains combined, please rank those three methods of purchase in question

100%

1100%

21 above according to the v@lume of total grain purchased in 1973, starting with the method.

by which the most volume is purchased.

methods.) .
1) Method of purchase with largest volume.
2) Method of purchase with second largest volume.
3) Method of purchase with third largest volume.

(Please consider d (1) and d (2) as separate

[IF NO CONTRACTING PRIOR TO HARVEST (21b), GO TO #25] When bontracting for grain from
farmers prior to harvest what percent of the contracts are made:

a. Prior to Planting

b. After Planting

c., Total

Grain (Exclude specialty crops and seed)
Wheat ;| Sorghum! Soybeans | Barley | Rye | Corn| Oats | (Other)
Percent of Contradt Purchase: -
100 100 100 100 100 ; 100 { 100 100
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Which method if any did your cooperative use in 1973 to protect the cooperative's grain
purchase against risk of price change? (please check)

a.
b.
c.

d.

) No method

) Sell a contract in the futures market

) Sell a cash contract with another graln firm
) Other (please specify)

The following statements refer to cash purchases and some types of delayed pricing and

contracting arrangements which have been observed in buying grain.

Indicate in column (a) how often each of these methods was used in 1968; in (b) how often

each was used in 1973; and in (c) expected use in. 1978,

of all types of buying transactions.

Types of Buying Transactions

I. Cash purchasee (non-contracting)

II. Delayed pricing and contracting arrangements

1)

2)

3)

4)

5)

Title passes to you at the scales when you receive the
grain, but the seller can choose any price in the next
10 daysS. + ¢ 4 4 4 0 4 e 4 e e et e e e e e e e e s

Title passes to you at the scales (when you receive the
grain) but the seller chooses the price after 10 days.

Title passes to you at the scales (when you receive the
grain) and the seller agrees that the price will be set
when the basis (near futures minus cash price) reaches
a cerfain amount . .« oY 4 0 0 6 0 e e e e e 8 e .

Commitment is made to purchase grain at a given price
with delivery of the grain at some specified future
date. Price premiums or discounts apply if the seller

delivers the grain before or after the specified date. .

Other types of delayed pricing and contracting . . . . .

Total v « + « o o

Express all answers as percentage

(c)

(a) (b)
In 1968 | In 1973} In 1978
Percent
100% 100% 100%
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26. Rank the three most important sources of Information you use in arriving at the quoted
board price for the following grains:

Source Grain

(Other) (Other)
Wheat Sorghum Soybeans Barley

a. Grain merchandiser bid

b. Processor bid

c. Cash grain broker bid

d. Futures market report

e. Instruction from parent
firm

f. Advisory service

g. Competitor's bid

h. Local demand (e.g.,
feed mill)

i. Other (specify)

27. How frequently do you receive price bids during the peak of the harvest season for the
purchase of each of the. following grains? (Please indicate time units--weekly, daily,

hourly.)
Wheat . . . . . times per
Sorghum . . . . ] times per
Soybeans, . . . ) times per
Barley. . « . & times per
Other (specify) ] times per

Other (specify) B times per
28, What gross operating margin did you realize during 1973 (in cents per bushel) for:

Wheat Soybeéns Rye Oats

Sorghum Barley Shelled Corn Other ( )

29. a. ‘During 1973 did you participate in the marketing of grain which did not physically
move through your elevator? (An example might be the movement of grain from farmers
in your normal procurement area direct to a processing plant or to a terminal or sub-
terminal facility on which you were paid a margin.)

Yes ( ) No ( ) (1If no skip to #30)

b. Indicate the margins you received on grain marketed in this way (in cents per bushel) for:
Wheat Soybeans Rye Oats
Sorghum _ . _ Barley Shelled Corn . Other ( )

c. Did you perform any physical function related to these grain movements (such as trans-
portation or grading). Yes ( ) No ( ) (If no, go to #30)

d. (If yes to c) Please describe




30.

31.

a. Have you providéd any services such as weighing, storing, loading or other functions
Yes (

for farm marketing organizations, such as NFO, Farm Bureau, etc.

b. (If yes) please describe the functions you performed, the charges you made, and the

organization for which you performed such functions.

No ( )

114

Report percentage of sales or disposition (on basis of bushels) of purchased grain by method
of sale and major grain sold for the year 1973.

Method of
Sales

a. Retailed back to
farmers as whole
grain or in feed

Grain {Exclude specialty crops and seed)

Sorghum

Soybeans

" Barley

Rye

Corn

Qats

Other
(Specify)

Wheat

Pdrcent of

Fotal bughesl

purchg

sed

b. Sold at agreed
price for ship-
ment:

1. TImmediately
(on track or
to arrive),
up to 15 days

2, 15 to 30 days

3. After 30 days‘

c. Pooled

d. Consignment

e. Other (specify)

Total

1007%

100%

100%

100%

100%

100%

1007

100%
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32. What changes have you observed in method of sale or disposition of purchased grain since
19687

Rank only those methods for which a percentage was indicated in question 31.

33. a. -Please rank the following methods of selling grain in the order of your preference
of doing business, beginning with the most preferred method:

1) Retall back to farmers.

2) Sell at agreed price for immediate (up to 15 days) shipment.
3) Sell at agreed price for 15-30 day shipment.

4) Sell at agreed price for shipment after 30 days.

5) Pool.

6) Consignment.

)] Other (please specify)

b. What is the principal reason for your most preferred method of selling?

34. [IF NO GRAIN WAS SOLD THROUGH POOLS (3lc) GO TO #35] If you entered into pooling arrange-
ments in the sale of grain during 1973, please describe as to whom the pool was with, kind
of grain, timing, financial arrangements, pricing and other aspects of pooling arrangements,

35. [IF NO GRAIN WAS SOLD BY CONSIGNMENT (31d) GO TO #36] If you sold any grain by consignment
during 1973, please give reasons for selecting the consignment method used.

36. In selling grain what percent of the.time do you: Percent
a. deliver only a specified grade? . . . . « + ¢ « « v ¢ ¢« &« .« .
b. wutilize a contract which specifies a price
and delivery date, but which allows for premiums
or discounts if you deliver grain before or
after the specified delivery date? ., . . . . . . . .« . « .
c. utilize multiple shipment contract (several
deliveries are provided for in the same contract
over a specified time period)? ., . . . . ¢ i v 4 e 4 e s o
d, All other methods , , , . .

L T T S T T Y
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a. With how many cash grain brokers (they don't take title) do you do business?
(If none, skip to question 38)

b. What percentage of your grain was sold through cash grain brokers in 1973? 2

c. Are your commission fees to cash grain brokers: (please check)

1) ( ) a flat charge

2) ( ) a minimum payment plus a flat charge per bushel

3) ( ) a flat charge per bushel

4) () a wminimum payment plus some percent of the final sale

5) (') a charge calculated solely as a percent of the value of the final sale
6) ( ) no commission fee charged to the seller

For the major grains you handled, indicate the proportion of total sales in 1973 by primary
buyers and the number of years you have been dealing with specified buyers (exclude brokers,
grain retailed to farmers, pooling and consignment sales).

Grain (pleasé write in)

Percent | Number { Percent | Number { Percent | Number| Percent [Number

of sales of of sales of of sales of .of sales of
in years in years in years in years
1973 dealt 1973 dealt 1973 dealt 1973 |dealt

Name of Buyetrs with with with with
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39. Pléase give the approximate dollar figure for the last fiscal year for each item listed
) below: (A copy of an audit report may substitute for this question.) :
Fiscal year ending

N

~a. Assets:

1) CULTENE + &+ v o o s « & o o 0«0 o 2 o 4 s

2) Long T@rm v o « s o » o o v s o o o 5 s o o 4 o 6 o o s s s o o s

a) Land, plant and equipment
less depreciation . :

b) Other (please specify)
3) Total v v & ¢ v o v s w0 e 0 4 e 0 v e e

.
-
.
.
.
.
.
.
.
> U

LI

b. ‘Liabilities:

1) CUTTENE « « v o o o o o « o o = « s + s o »
2) Long TermDebt . . . « & ¢« &« 4 ¢ o +v o o &

.
.
.
.
.
.
.
Uy

a) Loans from local banks $
b) Loans from regional banks S
c)- Loans from bank for cooperatives $
d) Loans from other corporations’ S
e) Loans from individuals $
f) Government loans $
g) Debentures S
h) Other (please specify) $
3) Total ¢ v v i e s e et e e e e s e e 4 e e e e e e s .. .8
c. Capital:
1) Proprietor's capital (met worth) $
2) Retained earnings or surplus $
3) Common steck [ : o
4) Preferred stock $" ]
'5) Membership fees $
6) Retalned patronage refunds $
7) Other (please specify) $
8) TOtAl v v v v v bt h s e ks s e s e e e e e e e e e e e oS



APPENDIX B

MARKETING PRACTICES AND PATTERNS IN RELATION

TO THE SIZE OF THE ASSOCIATION
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TABLE XXXIX

PERCENTAGE USE OF DIFFERENT METHODS OF GRAIN PURCHASES

IN 1973 USED BY THE.OKLAHOMA SAMPL%ZD COOPERATIVES,
BY GROUP AND GRAIN

100 except for possible round-off error.

b/

—'Less than 1 percent.

c/

—'The groups are defined as follows:

Group Grain Storage Capacity (Bu.s)

Ve =

less than 100,000
100,000 to 399,999
400,000 to 599,999
600,000 to 999,999
1,000,000 and greater

Methods of Size - . Grain
Purchase Group Wheat Sorghum Barley Corn Soybeans  Oats
Percent
1 58 75
Harvest 2 24 50 18
3 36 59 34 50 100 20
Cash 4 25 56 51 55 70 44
5 34 43 22 100 50 22
1
Forward - 2 1
3 3
- Contract 4 1
' 5 2
1 28 25
Elevator 2 61 50 82 80
3 58 20 64 74
Storage 4 56 44 46 45 25 50
5 55 57 78 50 78
1 15
_Farm a) For cash 2 8
3 2 1 2 1
Storage 4 3 b 1 5 b
5 4
1
b) Forward 2 1
3 1
Contract 4 4
"5 4
1
Delayed 2
3
Price 4 4
5 1
1
Grain 2
3
Pool 4 2 6
5
1
Other 2 6
3 20 50
4 6
5
é-/The percentages of methods of grain purchases by grain for each group add to
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TABLE XL

PERCENTAGE USE OF DIFFERENT METHODS OF GRATIN PURCHASES
IN 1973 USED BY THE TEXAS PLAINS SAMPLED COOPERATIVES,

BY GROUP AND GRAIN

el

Methods of Size Grain
Purchase Group Wheat Sorghum ABarley Corn Soybeans _ Oats
Percent:
1 97 99 100 : 100
Harvest 2 25 70
3 62 52 55
Cash 4 15 10 ) 50
: 5 54 33 73 39 70 65
1 1 1
Forward 2 3
3 5
Contract 4 1 20
’ 5 8 23 3 8 4
1 1
Elevator 2 40 25
3 33 42 - 100 100 100 42
Storage 4 75 25 50
5 40 43 24 53 26 35
1 2
Farm a) for cash 2
' 3 2 3
Storage -4 18 100
5
. ) 1
b) Forward 2
3
Contract 4
) 5
1
Delayed 2 35 5
3
Price 4
5 b
1
" Grain 2
3
Pool 4
5
1
Other 2
3 .
4 45
5
al

The percentages of methods of grain purchases by grain for each group add to
100 except for possible round-off error. , '

E/Less than 1 percent.

The groups are defined as follows:

Group Grain Storage Capacity (Bu.s)

1

2
3
4
5

less than 100,000
100,000 to 399,999
400,000 to 599,999
600,000 to 999,999
‘1,000,000 and greater
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TARLE XLT

PERCENTAGE USE OF DIFFERENT METHODS OF GRAIN PURCHASES
IN 1973 USED BY THE SOUTH TEXAS SAMP%ED COOPERATIVES,
BY GROUP AND GRAIN

Methods of Size . Grain
Purchase Group Wheat Sorghum Barley Corn Soybeans  QOats
Percent
1
Harvest 2 48
3 40
Cash 4 20
5 42
1
Forward 2 46
3 50
Contract 4 60
5 35
1
Elevator 2 5
3 10
Storage 4 20
5 20
1
Farm a) For cash 2
3
Storage 4
5 2
1.
b) Forward 2
. 3
Contract 4
5
1
Delayed 2
3
Price 4
5
1
Grain 2
3
Pool 4
5
1
Other 2
3
4
5
E-/Gra:i.n sorghum is the only crop marketed by South Texas sampled associations.

b/

—'The percentages of methods of grain purchases by grain for each group add to
100 except for possible round-off error.

c/

—=‘The groups are defined as follows:

Group Grain Storage Capacity (Bu.s)
1 - less than 100,000

2 100,000 to 399,999

3 400,000 to 599,999

4 600,000 to 999,999

5 1,000,000 and greater




~TABLE XLIT

SOURCES AND AVERAGE AMOUNTS OF LOCAL COOPERATIVE "PEAKaOPERATING
CAPITAL T 1973, BY REGION AND SIZE CATEGORY

Source of Operating Capital
|
: Farmers
. . » . . Delivering
: Bank Interest Non-Interest Grain Under Your
Size Commercial for Bearing Bearing : Delayed Payment Own Farmer-Patron
~ Region Group ‘Banks Cooperatives- Advances Advances - Arrangrments Capital Loans
Thousand Dois.
1 ; 1148 .40 102 :
2 o111 . 57 336 51
Oklahoma 3 14 254 - : 323 90
4 109 - 72 : 416 172 b
5 204 925 ’ . 1904 161 8
1 3 10 68
Texas 2 8 33 : 25 67
- 3 12 156 25 : 190 69
Plains 4 750 300 250 ’ 650 250
5 35 1544 62 188 135 .18
1€
South 2 175
3 500 . 150 100
Texas 4 650 100 : 50
5 58 1083 ’ 183 42
al

The groups are defined as follows:

Group Grain Storage Capacity (Bu.s)
less than 100,000
100,000 to 399,999
400,000 to 599,999
600,000 to 999,999
1,000,000 and greater

nuepwe

b/} ess than 1000.

c/

—'No local associations of group 1 grain storage capacity size fell into the random South Texas sample.
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TABLE XLITIT

OPERATING SPACE USED FOR GRAIN STORAGE WHEN
TOTAL: GRATN ON HAND IN 1973 WAS GREATEST

»Giziga Oklahoma Texas Plains ‘South Texas
—————— woesm==Thousand Bu:8ee=~- .---;-----
1
2 37
3 27
4 58 246
S 836

E-/Tht'—:- groups are defined as follows:

Group Grain Storage Capaclty (Bﬁgs)

1

2
3
4
5

less than 100,000

100,000 to 399,999
400,000 to 999,999
600,000 to 999,999

1,000,000 and greater
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. TAEBLE XLIV

DISTRIBUTION OF. THE.: SAMELED ASSOCTATION'S GRAIN. PERCENTAGE. STORAGE CARPACTTIES ACCORDING

Oklahoma Texas Plalns South Texas
SBilzeGroup....ooee.  S1ze GrOUpP.. ... ﬁwy,%,351ze Group
1 2 3 4 5 1 2 -3 4 5 1 2- 3 4 5
v e e e ————————————-———oeaeDCrCEeN - s om m rn m  m o
Grain Owned ‘Hedged c
by the Unhedged, and ]
Cooperative Uncontracted c 2 ¢ 18 2 8 ¢ 11 20 2
Contracted 5 -4 12 13 7 15 17 30 85 71 60 74
Grain Not Owned Ware?ouse 3 22 3 14 1 e 7 4 5
by the Receipted :
Cooperative Open v 80 88 64 7T 71 180 76 82 60 57 4 25 20 19
Grain Bank . c 3 4 c c
" CoCuCoe c c - c 3 3
Terminal
Processor. 20 5 8 11 2
TOtals 100 100 100 106 100 © 100 100 100 100 100 100 160 100 100 100

E/The groups are:defined as follows-

Group Storage Capaecity (bu.s)

1 less than 100,000

2 © 100,000 to 399,999

3 400,000 to 599,999

4 600,000 te 999,999

5 1,000,000 and greater
E/South'Texas had no sample locals -in group one.
c/.

—-Less-than one percent,

A



THE AVERAGE PERCENTAGE OF THE TOTAL GRAIN VOLUME HANDLED BY LOCAL

TABLE XLV

ASSOCTATIONS COMMITTED..TO REGIONAL COOPERATIVES IN 1973
BY GRAIN, GROUP, AND STATE

',Size Group

Location Grain 1 2 3 4 5
------------- Percenteececwceena
Wheat 100 99 " 99 91 89
Sorghum 3 10
Rarley ‘10 52 10
OKLAHOMA '
Corn
Soybeans
Oats 52
Wheat 92 70 74 45 . 76
Sorghum 85 25 62 80 55
Barley 100 100
TEXAS
Corn 80 56
Soybeans 50 40
Oats -85 99 100

E/The groups -are defined as follows:

Group Grain Storage Capacity (Bu.s)

-

2
3
4
5

Tess than 100,000
100,000 to 399,999
400,000 to 599,999
600,000 to 999,999

1,000,000 and greater
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TABLE XLVI

LOCAL ELEVATOR MARGINS. RECEIVED..BY LOCAL ASSOCTATIONS
IN MARKETING GRAIN IN 1973, BY SIZE OF FIRY,
REGION, . AND GRAIN ‘

Size e
Group Wheat  Sorghum Barley Corn Soybeans Oats

------------------- centsS/bl,smrencccmecsaccccnncea
‘1 27(2) 10(2) C
> 15(7)  18(2)  21(6) 15(1) 16(4)
oklahoma 3 18(7) 9(a)  17(6) 15(2)  20(1)  16(6)
4 22(8)  23(6)  34(8) 2L(3)  33(6)  26(7)
5 1m 1568 15D 10(2)  7(3)  13(5)
1 120) 10 10 T 102)
2 16(2)  12(2)
Texas 3 204 26(3)  44(1)  28(1)  29(1)  18(2)
4 20(2)  16(2)  22(1) 15(1)  32(1)
5 33(17) ©2L(17) - 20(6)  20(10)  25(11)  15(2)
: | v
2 15(2)
South - 3 7(1)
Texas
4 14(1)
- 1Ay s e e
E/Data in parentheses pertain to the number of-cooperatives in-
volved.
b/

~'The groups are defined as follows:

.Group Grain Storage Capacity (bu,.s)
less than 100,000
100,000 to 399,999
400,000 to 599,999
600,000 to 999,999
1,000,000 and greater

uadwhH



AVERAGE NUMBER OF GRAIN PRICE BIDS PER HOUR, DAY, AND WEEK RECEIVED
BY LOCAL ASSOCTATIONS FROM GRAIN MERCHANDISERS IN 1973 AND THE
NUMEER OF LOCAL ASSOCTATIONS RECEIVING THOSE GRAIN BIDS, BY
STATE, GROUP, AND GRAIN

TABLE XLVIT

L.
0 b
¢ g .
1,; ¢} WHEAT SORGHUM CORN BARLEY SOYBEANS OATS
; g Hour Day Week Hour Day Week Hour - Day Week Hour Day Week Hour Day Week Hour Day Week
N NB NB NB NB NB NB NB NB NB NB NB NB NGB NBE NB NGB NB NGB
o 1 23 22
¥ 711 11 11 11 11 31 1 1
2311 68 41 11 21 61 1 1 11 51 2 2
o4 112 713 51 11 11 81 13 61
A 5303 415 13 41 11 11 13 51 1 1 13 11 11 13 21 11
111 23 11 11 11 11 11 11
T 2 22 41
E .
X 3 44 45 11 11 11 13 11
A .
s 4 25 37 24 11 15
5 32 136 1 1 4 1 165 3°2 74 2 2 32 13 2 2 104 23 16

al

~ The groups are defined as follows:

Group Grain Storage Capacity (Bu.s)
less than 100,000
100,000 to 399,999
400,000 to 599,999
600,000 to 999,999
1,000,000 and greater

e wn P

b/

=N refers to the number of cooperative managers receiving bids. B refers to the number of bids per time period indicated.

L2T



TABLE XLVITT

THE PERCENTAGE USE.OF ALTERNATIVE CONTRACTUAL ARRANGEMENTS

BY SAMPLED LOCAL ASSOCTATTONS. IN THE MERCHANDISING
OF GRAIN IN 1973 BY GROUP AND REGION

128

Specific. .. .. Target . . Multiple -
Grade Delivery Shipments Other
ba (Percent) .. (Percent).. ... (Percent)  (Percent)
Location "Grdup N Use.. N  Use . N Use N Use
1 2 -1.00
2 -7 100
Oklahoma 3 1 30 7 94 1 5
4 1 10 8 81 2 35 1 75
5 2 40 R "6‘“"“‘."” 94 2 . N 28
1 3 1 100 1 100 1 100
. 2 1 100 2 100
Pfx"f‘s 3 2 30 3 ‘ 2 75
ains 4 1 100 1 100
5 2 51 12 © 100 2 51 3 99
l .
2 1 90 1 100 1 10
i"u#h 3 1 5 1 95
exas 4 1 10 1 90
5 l ...... 10.‘2, 1_00 et e e e l 90
a/

~'The other methods of contractual arrangements referred to here
are 1) open sales, 2) advanced payments (borrowed money on cars), and

3) target delivery without premiums for early shipment.

b/

~' The groups are defined as follows:

less than 100,000
100,000 to 399,999
400,000 to 599,999
600,000 to 999,999
1,000,000 and greater

b W

'S/N refers to the number of local associations using that method.
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TABLE XLIX

EXPECTED INFLUENCE LEVEL OF. SELECTED FACTORS CON LOCAL
MANAGERS MARKETING DECISIONS IN 1978 AND THE
RESPECTIVE PERFORMANCE LEVEL. OF THE REGICONAL

Influence Performance
... .. Expected. . . of Regional
in 1978 in 1968
1. Price 87.4 81.0
2, ‘Source of Market _
Information 78,7 8l.4
3. Cooperative Loyalty 80.4 - 79.8
4, Source of Frequent and 1 ’
Consistent Bids 7647 82,0
5. Contractual Arrangements
for Cash Grain Delivery 64.6 80,9
6. Time and Manner of Pay-
ment to the Local 73.6 85,0
7. Weilghts and Measures 55,7 84,8
8, Regional Personnel ’
Expertise 65.6 77.1
9. Terminal Processor '
Facilities 50.1 85.7
10, Premiums and Discount
Practices . 65.2 7.4
11, ©Size of Dividends, Patron-
age Refunds and Investment
Opportunities 50,1 55,8
12. All Transportation
Services 45,7 55.4

a/

— The numbers originated from the 1-99 scale, with 99
signifying most influential or best possible performance.



TABLE L

EXPECTED INFLUENCE LEVEL OF. SELECTED FACTORS ON LOCAL
'MANAGERS MARKETING DECISIONS IN 1978 AND THE
RESPECTIVE PERFORMANCE LEVEL OF THE REGIONAL

IN 1968, SOUTH TEXAS REGION

Influence Performance

Expected of -Regional
in 1978 in 1968
1 o Price 72 ol 71 0'3
2, Source of Market
Information - 7069 78.4
3. Cooperative Loyalty 74.3 68.6
4, Source of Frequent and '
Consistent BRids 72,1 81,1
5, Contractual Arrangements
for Cash Grain Delivery 8l.1 84,0
6. Time and Manner of Pay=-
ment to the Local 76.9 78,0
7. Weights and Measures 57,1 72.7
8, Regional Personnel g
Expertise 74,0 74,0
9, Terminal Processor ‘
FPacilities 69.3 66,4

10, Premiums and Discount
Practices 47,3 58,6

11, Size of Dividends, Patrone
age Refunds and Investment

Opportunities 82,6 75.4
12, AY1l Transportation

Services 34,4 54,3

a/

=/ These numbers originated from the 1-99 scale, 99
signifying most influential or best possible performance.
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TABLE LI

EXPECTED INFLUENCE LEVEL OF. SELECTED FACTORS ON LOCAL
MANAGERS MARKETING DECISIONS IN 1978 AND THE
RESPECTIVE PERFORMANCE LEVEL OF. THE REGIONAL

IN 1968, OKLAHOMA REGION

Inflﬁence Performance
,,,,,,,,, . Expected. of Regional
in 1978 in 1968
l. Price 7567 . 86.8
2, Source of Market :
Information 7767 87.8
3. Cooperative Loyalty 7746 79.2
4, Source of Frequent and
Consistent Bids 7606 89,3
5. Contractual Arrangements
for Cash Grain Delivery 80.5 82,6
6., Time and Manner of Pay-
ment to the Local 7363 85,6
7. Weights and Measures 68.2 80,1
8. Regional Personnel '
Expertise 77.5 82.4
9, Terminal Processor
Facilities 75.2 90.0
10. Premiums and Discount
 Practices 53,9 67.1
11, Size of Dividends, Patron-
age Refunds and Investment
Oppeortunities 52.9 54,6
12, All Transportation
Services 64,5 73.0

a/

=" These numbers originated from the 1-99 scale, 99
signifying most influential or best possible performance.
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