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- Foreward

I'n the fall: of 1929, the Department of ‘Rural Beonomiecs ‘of Ohio-.
State Unlversiﬁy ‘issued & ‘bulletin summarizing the fiscal: operations .of 119
Ohio farmer owried elevetor compenies for the preceding fisgel years - Each
year since that has been issued a Bulletir ‘summerizing the operetions:of:
140-151 such companies for the preceding year. If the bulletin were to
‘cover the data from the 60 ‘percent of ‘these compsnies which use the calendar
year ‘as a fiseal year; it should be assembled &rnd issuéd esgh spring. But
many companies use the end of January, February, April, end still more oF°
them May or June as the end of the fiscal year; we must take the datae for
whatever happens to be their fiscal year. Henee it is not until early August
that our data are all in hand and our work of analysis can begin, The reeder
should recognize that the daté here preserited do not all fall in’ any 12 month
period.

.The tables given below, in addition to- comparative data from preced-
'ing years, ‘are based on-the following:

1. {The main balance sheet ond income ond expen!% items
from 138 compenies, operating 181 plantse

2+ Detailed analysis of expense,items from 97‘companies.

3¢ Commodity sales and gross profits on each commodity
"from 90 companies,

In v1eW'of the influence of voluﬂb of business on expense ratios'and
net proflts, we ‘heve from the beginning - divided our. .companies into. groups ‘on
the basis of volume of businesse The d1v1ding lines have usuanlly been &t
$75,000, $150,000, ‘and-$225,000, for -compenies-operating only one plant. eéch,
with all companies operating two or more plants each constituting o separate
group, No. Vi Just as the low volumes during the -depth of the depressian.
forced us to lower our dividing points to $60,000, etcs, so now the immensely
larger volumes call for o sizable advance in breaking points; e.ge., only three
companles hod volumes below $l00 000, . Also the present lerge number of come
ponies which operate two or more plants each suggested a division of that
groupe The resulting grouping is as follows:

Companies operating one plent éach:

Group I  « Al below $150, 000 in volume,

Group II - Those between $l§0 000 and $250,000 in volume,.
Group III_ - Those between $250,000 end §350,000 in volume.
Group IV - Those between $350,000 end $500;ooo in volumee °
Group V - Those above $500,000 in volume.

Compenies. operating two or more plants each:

Group VI - Those below $500,000 in voluma.
Group VII - Those above $500,000 in volume,



Chapter I
A Preliminary Picture

Like the two years preceding, the past year has been one of unusual
and sometines incomsigtent regulatlons, of 1ncreaszn5 exponse especinlly in
wages, of: dlffmeulty in, securing and. keeping, émployees, of 1mpossibillty of
seturing, supplies- in. sufficient. quantity, and of necess ity of curtaxl}ng §ére

vices o customerse. How. then did. the elevator companies of the state fare?
Of the 138. companies in our data, every company shawed net sHVings.
How thp various, groups fored as groups is. shpwn in, somg Jet“ll in Tabié b
belowe::. _
Tdb;é T

 Geins and Losses by Uroups - Farmers' Elavators of Ohio’ 1943-44;

{oiy cowy sNoe 1n 2 Showing Savings,.Showlng Losses: Not Savings tNet Sovings
Group :Group : Nos = = Amount No., Kmount. of Gfoup ”'.Per Comganx
I 2 12, P12 i’ 61 035_: '53 61 03: ik 5,086
11 : 29 ": 29 227,132 ¢ ¥ ff227 132 - 7,832

111 : 20 : 20 ¢ 240 396 § 240,396 : 12,020
IV ¢, 24 . 24 388 279 : : 388 279 : 16,178
v : 23 23 458,155-1 g 458 155 < ¢ 19,920

Total R : '

T to V_ i 108108 _ 1,374,997 _ _ _ ___ L o s 12,73

VI, s 13 5130 151,352 : s 151,352 : 11,642

WIT. .. .:.017 s 17 558 491 : ) 5’58 491 o+ 32,852

[Totel B 3 s i w3 T T

VI & VII §m13o;._=y3o_”,‘)‘709;843 s : 709,843 vy 23,661

Grend. "L,M;L:W R : : EEIAREE R

Totel. . .: 138 . :138 '~ $2,084,840 . .$2 084~840f t $15,107

‘ A comparlﬁon w1th the correspondlng‘data ‘from last year's study

shows the oon@anles 0perating dne plant ‘each with an btverage net savings.of
$12,731 per company in comparison with 410,240 for 1942-43, « The compenies
operating multiple plents averaged net seavings of $23;661 per company in-come
parison with $19,100 for 1942-43.

During the ten years 1928-38, the net suvings per company ren most
often_between $3 000 . ard™ 4 ,000, with con51derably lower figures 1931«34,
Since 1939, . savings "have averaged consistently above “$5,000 per company (1939-
40 - %5,419. 1940-41 - §$5,304; 1941-42 - $9,248;71942-43 - $11,855; and now -
1943-44 - $15,107.)

4s in 1942-43 the increased net savings have been due mainly to in-
crensed dollar volume of business, for ‘the margin" of profit teken was slightly
lower thon in the preceding yoar and the total expenses were §3, 600 per come
pany higher. Table I1I presents a picture of’ chahges in several importent
items for selected years 1928 to 1944,



Table II

Comparative Data from Ohio Farmer Elevator Operations
Averages per Company, Selected Years 1928<44

.
.o

_ | —
28-29 30-31 34-35 438-39, 42.43 43-44

Volume in’ ThouSands of Doriarsi'ﬂf' 170‘“ 108"- 176: 169: 333 " 405
Gross Treding’ Marglh {in dollars) 313,077 105386 15,23& 16 284 28 279 33,931
Totel Expénses 'in Percent-8f Sales- ;' 7:6: 10.9 “Te3r 9481 6677 6,63
Net Savings per Company (iﬁ,dollars): 2, 991 1 143~A4 608 3,319 11 937 15,107

‘ : : % : H k3

.

PR
“ee " o6 ] oe
uo

: The’ rétio’ of totel’ expensea “to volume ‘of sales has'again deolined -
“this timb from 6.6 peroent of sales in 1942~43 0 6.3 percent of sales: in®
1943444 . The 22 percent’ increase- in volumé more than’cburiterbalanced: the

16 7 percent in total expenses.

The net savings of $2 084 840 is 23 percent:of the met worth of the
companies included in the study, which compares very favorably with the ratios
shown by "Big Business™. This comparison made year by year has shown that
there is no truth in the statement one hears that cooperatives are especially
likely to Fail < ratherthey have about the same’ups and downs”es business in
general, with whatever'adventagé there is to" either group over the other gener=
ally fulllng to the cooperative.

" 1t should’ be-noted too that in %he“iarger nuiber of ‘these farmer.
compsnies: the' 'net earnings when a4t all.considerable,. are. largaly returméd’to
the patrons in o patronage refund.



_ Chapter II
The Income'of”Ohio’ Farmer G@g@ltjﬁ!’igvgtors
1y Principal Sources of Income

‘Fhe two_ tables below presenﬁ“the .goneral . picture, the first giving
the totals for the diffeFent: groups Jend. the next presentlng “tho same--data in
avoragcs pcr company 1n cach group.

"Trading Margl “ vs’ usod in our tables moans tho. gross. profit made
on “the ‘various ‘groing and commodities handled, i.e.. selllng price less buyirig
price.of the goods, Vmetaver We find. "dlseannts ‘received™: given ns o separate
source of incomé wé hove-added that to treding terging likewise. wherever we:
have found "discounts allowed" as an item of iexpensey Wo hove tuken 1t out of
expensa wnd subtracted &b from trading nrrgins._

“Other Incomo" includes'ﬂninly receipts Por “trucking or.delivery ond
receipts from central organizationa ¥ ¢§w}dands on’steskior. patrcnage.u Lesser
but still substantial amounts are racovoriesiof débﬁs ‘wyitton off in egrlﬁer“
yeers, ihterast:on receivebles and investments’, 'ard’ 1aés¢froquont1 Ys. §on%! r6=
ceiveds It.is likely that’ tiucking reveipts.are not so high as in the preved-
ing vear, “but lncneused putronage ‘dividends. and return from investments have
more” than compenaated.

Table .IIT

Total Incomes from each of the Mnjgr Sources by Groups’.
for the Ohio Fermer Elavutors, 1943;44

sNo, Come3 : Tradlng, é?in&ing ”6£H6r' ~ Total |
Group spanies ¢ Seles : Mnrg;n E Inoom@ 1. Incomo, Incoma

) - : : : : :

I ;12 + $1,392,752: § 172,541 § 28,9441 § 5,2?3 $ 206 708

11 29 ¢ 5,790,301: 553,784t 98,606: . 35,526: 687 916
111 i 20 ¢ 6,043,749: ©  532,988: 74,674:  31,090: 638,752

v : 24 : 9,610,928 829,843: 120,400: 41,79: 992,039
LV i 23 : 13.566.803= 995,590* 135.946= 64, 777: 1,196,313
Total : :

Tto v _: 108 _: 3,408,533 ;,9.8:1.,14@ 458,570:_ 178 &13-._ 3,721,728
¢ : :

VI s 13 i 4,627,927 376,321: 58,696- 26,836. 461,853
VII s 17 : 14,938,948: 1,221,428: 142,292: 73,886: 1,437,606
Total : : : s :

VI & VIT : 30 : 19,566,875:  1,597,749: 200,988; 100,722: 1,899,459
Total : : : : : :

A1l Groups : 138 : $55,971,408: 4;4,682,495;'3;659,553: $279,134: $5,621,167

One who has last year's bulletin at hand will note an increase in
volume over last yeor of $8,090,000 or about 22 percents The gross trading
margins increased by $610,000 or 15 percent, Grinding income shows about
$78,000 increase and misecellaneous income is $54,000 higher,

The trend of grinding has been upward most of the l6-year period
covered by the data at hande The only exception of importence is in the early
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30's when low prices of livestock and livestock products did npt encourage
feeding operations;, also the traveling grinder: took some business away from
the elevatorse The trends: arc seen in-the:following figures for every other
yeor:

1930=31 $342,000 - 1938-39 $369, 300
:1932«33 1 11 234,000 2 1940=41 410,103
193435 171,000 - 1942-43 581.819
193-37 ' 302,600 1943-44 659,558

The figures presented in Table III give one a plcture of the size
end importance of the Farmer Elsvator Movement of Ohio, Most of our readers,
however, have.thought of the figures in connection with a particular company,
Table IV presents the data of Teble III in averages per company in each of the
groups., If the reader has the data. for ‘his. own.campany in hend or in mind, he

belOngs.
Table IV ‘

Major Sources of - Incomes of Ohlo Farmcr Elevators in
Avereges per GCompaeny in each .Group, 1943-44

TR T : ﬁ‘ . 2 ' 3 ' -.":4 T s uhat :/wl-offwfﬁ;};mﬂ. a R
: t Tradlng » Grlndlﬁgo Obher 3 Total t Income is from |

Group. " t- Sales #”'Margln 3 Income “..Incomb Income i Trading;ybrggn
T - — — ‘r -

T $116.062£5 814, 378 g2,412 L a3 f**l?”zzs 83 ¢

I s U399,6661 19,0965 + 33400 «iv 1,225 17 23,721 ¢+ " 8045

IIL. = . % 302.;87= 26,649: 3,734 + 1,895 1 31,938 : 834
IV - 2 400,455+ 34577: 5,017 ': 1,741 3 41,3353 7 83,7
V009, 861 -43;287:»-'5;911':1' 2,816 ¢ 52 014 : . 83.2
Avey e T o : T
Tt V 3 3.3740.7.9_ _28,562¢ 4,246 i 1,652 1 34,860 1 829

VI : 335,994: 28,948: 4 515 . 2,064 ¢+ 38,527 : 81,5
'VII : 878, 701 «~71;849:‘ 8,370 -i 4, 346 :> 84,565 & 85,0
‘Ave, VI @ T : . 3 : "
i&'VII :«w“ o§2 229 3 53,258 : 6,700 : 3;357 : 635315 : 8441
Avee-All: : T : T
17 Groups: $405,590 $33 931 §4,779 = §2 0?3 _$40, 733 d 83f3'

The change from the five group arrangement ‘of other yenrs prevents
the comparison of groups by number,

The average volume per company edvenced from $332,500 for 1942-43
to $405,600; gross trading profit on goods handled advaneced from $28,279 to
$33,931, though gross profit per dollar of sales wes somewhat lower; total
income per company advanced from $33,880 to $40,733, with trading morgins con-
stituting almost exactly the same share of total income in the two yeorsse,

Other comments which might be made are as heretofore, the small
volume companies do more grinding in proportion to sales volume than do the
larger companiess -



The single ‘pYant companies had.a gross. income including grinding
and miscellaneéous’ insome amounting to about lol-percont of &ales, while the
miltiple plant companies hed slightly below 10 percent, . . )

Again, while exact comparison is impossible, one can say evefy group
shared in both’increasedﬂvolumo and increased income.

24 Comparisons wlfh earller yearse

~ The rapld strides made by this movement 1n the yeers since 1932 are
pldtured in Tabls V belows

Table v

Income of Farmer Owned Elevators for several -of the )aars 1932~44
as showh ‘by.the Totals for the Vhole Number in each Yeor's Data.

:  1932.33 : - 1937=38 . 1940-41 : ~
No, Companies : 146 I 149 s 146 3 1308
Soles 912,282,453 7 §30,990,376 ¢ §28,093,005
Treding Yargin  : 1,372,047 : 2,454,088 : 2,732,753 : 4,682,495
Grinding : 234,206 : 323,515 410,103 : 659,558
OtheftIncoﬁef"!"”“?m i 105,245”'2 132,912 ¢ - 361,221 279,134
‘ ; - - - ‘ } ;WA - — _‘-f e
To‘bal Income : 33 1 711 498 :'$ 2,910,515 :1-'%@"‘3'»394.4 077 - --:i; 5,621,187

One notes that the larger volumos of bd31ness (both in ‘tonnage and
in dollars) have made posslble graator proflts at lower profit morgins«*o.go,
the trading margin in 1932433 was about ‘11 percent while in the last four:

_years .1t has been respectivalv 9 5, 8.9, .S, ond now ubout 8 35 percento

‘., : The growth in "Other Inoome" qver the 1ong pull has ‘been due - largely

“to greatly iriereased patronage ‘dividends paid by‘the. Ohlo»Farmors’ two ‘central
organjzations at Fostorio and the Ohio Equity Exchange at Lima. ‘The last two
_yeers.have seen 1noreoseﬂ cqllectlons of ocoounté written off, and this year
" interest o bonds and sav1ngs aooounts, “both, of ‘Which--go: ‘into. "Other.. Income".

’.
P

’3;" Bhrgins ot the varlous commodlties handled.

T Mith” marglns on’ goods handled conskltu%ing MoTe. thon.four ‘Fifths of
total income, it becomes of interest to know in what degree each contributes
‘to volume of* business and to .gross proflts. ‘Table VI will throw some light
on this questione ' ‘

: In the earlier years of these studies, we bosed this Table VI on
“data from 30 to 50 companies, Data from this number did not always prove to
' be typical of the whole. group, so thet in recent years we have used a larger
somple, The data in Table VI below covers the operations of 90 compdnles,
qneerly two thirds of the whole number . .

.In examining this table the reader mny road the margin ratios either
as percents of sales, or as pents por dollar -of sales, The colum morked
™o." shows the number of audits presenting data on the respective 1tems.



Table VI

Commodity Sales and Troding Margin in Farmers'
Elevators -as shovn by Data.rrom 90 Companies

1943.44 ~ T Nhrgln in

Gen. Merchandise: 75 -
Total Sales of : : . : - JERER
Farm Supplies - : : $13,769,0886: $2,025,122: 14,7 : 15.2 : 14,2 : 15.0

. , P St -4 Percent : Preceding Years
Commodity : Noe:  Sales ': hargln sof Margin:1942+443:1938~=39:1933-34
. ¢ .3 o8 H . . H H :
Vheat s B7 : $ 6,396,716 & 258, 419: 4,0 t 4 i 4,2 3 5,7
- Corn 78 5 6,454,319 417,284- 6e5 : 649 : 6.8 : Bu9
8:;8 : 71 ¢ 1,206,;52: ' 99,253 8,2 ;.1 : 1;.5 ':‘1%.6
. Other Grains 331 13,528: 2,634: . 19.4 ¢ A s 2 1 2643
'All Grains : %TZ:B?T?§I§:.$'“777f§€%h 545 1 5.8 i 5.8 : T4
Soybeeans 2 75 ¢ 8,937,451t 286,002: 2,8 : 26 : 6,9 :
Hay & Straw ~ : 8 : 13,081: . 1,723: 13,2 : 11,2 : 19,3  12.1
Livestock s 7+ 1,069,801: 5,248 o5 ¢ W8 7t 143 & 1.0
Wool : 8 54, 608‘ 2,192t 440 3 341 : B.3
Total Sales of : : ’ : ‘ : B
Ferm Products.,. s . $24,l46 260. $1,043,155: 4¢3 't 446t 55 ¢
Flour & Feed : 57 ¢ ;,423,064 - 686,106¢ 12.6 213640 ¢ 13.8 : 12,5
Seed s 67 663,811:  109,071: 1644 : 15,3 3 1046 : 1340
_Fertilizer : 53 902,602t - 96,713: 1047 i 1246 ¢ 1342 ¢ 1245
Coal : 733, -2,031,085:  309,201: 1942 3 1748 : 1746 .: 1848
Bldge Mateorials : 22 : 160,030: 29,167: 1842 : 20,0 : 174l .: 25,5
Farm Machinery : 10 : 135,236 35,5400 2643 : 1940 : 15,9 & 22,9
Hardware 5021 283,091: 61,996: 21,9 : 1843 : 1943 :
Twine : 22 3 23,419: 3,839: 1644 : 12,3 ¢ 10,2 : 1146
Fence & Posts : 33 : 135,370: 27,073: 20,0 @ 19,8 : 12,1 : 12,1
Gas. & 0il 2 20 & 337,900: ..-48 207: 14,2 3 13.1 @ 1le2 ¢ 16,5
Lumber t 4 e 333,661: A ._69,889 . 2049 2 18,2 & 19.4
- 8alt . : 13 : 12,1760 2,652: 21,8 : 15,2 ¢ :
Spray Materials : H -830: -~ 160t 19,3 ¢ :
H

150 ¢ 14a3 ;150

3,327,611 ___465,508: 14,0

Grand Total  © 90 : $37,516,146: §3,068,277¢ 8.1 5 Bud6 1 947 : 1046

.
.

Any such table as Table VI must be examined with considerable allow=-
 .ence: for vaeriation., 7The share that any commodity constitutes of total business
~or contributes to total proflt marglns varies with every company; it varies
- with crop or farming conditions in each area and year by year; it vaeries be-
- tween eastern and western Ohio; local competitive conditions ere alweys an ine
fluence,

On the other hand fectors ore fresent to create and maintain cer-
tain divergencies and some oi them wide, On the one hand, 23 million dollars
of grain ond soybeens handled in large quantities and almost entirely by moe
chinery was handled at o gross profit of not quite 4.5 percent; $13,679,000 of
farm supply items, handled in faor smcller units, and largely by hend, end ine
volving far more bookkeeping and office work and requiring more services such
as delivery and charge to account, called out a margin of 14,7 percent or more
than 3 times that of wheat.



Amoﬁg more&specific comments to be made are these:

£e Normally one expects about..40-45" ‘PerBetit - ‘of the total business
to come from farm supplies, "The” 1arge marketings '0f soybeans as a war necessity
plus the impossibility of securing meny of the farm supplies in sufficient .
quantity; reduces this ratio to-about 35 percent.’; Yet farm supplles fvrnlsh
nearly double ﬁhe emount of gross proflts erising from farm products.

leestock is usually handled at about one percent or sllghtly
above and largely es an accommodation or Serv1ce to petrons, A loss of
'$1 700 “by one company is the occa31on of the ebnormlly low ratio for 1943-44.

: ¢e Corn end oets cerry hlgher margins than wheat because in central
end eastern Ohio they become "farm supplles" ‘and as.such are sold in .small’
unlts and often with servico costs of two ér three kinds ‘involved. '

FRNREE A The increased margin on Farm'Ndchlnery is probably accounted
for by an unueual cell for repalr parts and servicing of old machlnery when
new could not be gotten. S -

«

-1 The reader should recognizc that General Merchendiso is mot.
different from the iteéms above, but elmost entirely made up of various items
in our, 1list, but not scbrcgabed from merchondise in the data we receives One
companyg Befe, divides *its whole business into. two items, coal and nbrbhgndise-
gome companies. in western Ohio .corry the grains soparetely, and the remainder
of their business, ‘merchendise, or coal and merchandlse, -or perhaeps coal, feed,
and merchandise, - ~

‘45;'ch gross profit margins of 1943-44 compare with those of earlier.
yearse '

iA plcturu of ﬁhls vear's marging ‘is’presonted in Table VII belaW.
Exact comparlson with marglns of other years is not possible because high -
dollar volumes forcdd 4 ‘rovisicn of points of separdtion of the groups. Group I
now includes alls volumes formeely included in Groups I and II, tho now Group 1I
has about the same voiumes us the:.old Group III, while the remxln*ng companles
operating single. plants duch, the old Group IV, we now break invo three groups
- II1 (§250,000 - $350, ooo) IV - ($350,000 to s:soo oou;, end V (ubove $500 000) .

This gives us in- Tnble VII the flrst three columms for.this year's
data, with the. remalning columms representing: earlier ratlpu and arranged for
e nearly accurate comparlsonc

In examining any table of marglns, one st *ecognlzo that mnrgins
are not entirely in control of the manager. ' Price fluctuatiuns expecially in
groin may give him little morgin or n "1ucky breock"; discounts for grade or
dockage make for further uncertainty, e said a yuar ago, “Government ceil-
ings and fixed prices moke confusion worse confoundud'; we do aot know how to..
muke this statement any strongnr, but ccrtalnly condlflonb huve becn more cone.
fusing this yeor thon last, :



Table VII

Treding Mergins of 1943-44
Compared with those of Earlier Years

B ‘ o s 1943-44 ,Percent :Fercent of Mergin, fur11~r yenars
:No, Come - 7 Trading ;of Mergin:
Group  :panies Sales Margin '?1943..44 :
T : 12 §1,392,752: § 172,541: 12.4
11 29+ 6,790,301:  553,784: 19,6
III 20 6,043,749 532,989: 8.8 - :
v : 24 9,610,928: 829,843: Bb :
v 23 mlj 566 803 : 995.589:.-.,..7..3._,., 3 :
Groups i ; : :
FE%E_;@Q*Jwamxéxgu@g@@;@égéw;;é;_;;_;%~__
VI - 137 4,627,927: . 376,321:0 8.1« i ¥ : :
VII - 17~'- 14, 938 948 1 221,4:.0.-' 8.2: ¢ : : :
Groups R : B : :
VI & VII:. 30 @19 566 875 $1,>97 749:' 8e2v 1 9,6 8e2 3 1042 : 842
Totale i . - .. AR N DTN G
Averages: -130 @55 971 408 $4;68g.4,5=: 8ed : 945 ¢ Te9t 11,2 ¢ 87
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Chapter III
. Expenses of Operation

A general picture of the relation of total expense to gross income
is presented in Table VIII below, The fact that Groups VI and VII are made
.up of companies operating more than one plent éach makes wdftﬁ’ﬁhilefcoﬁpari-
sons’ on’the plant basis as well as on the company basise The .13 pompanies in
Group VI operate: 28 plants and the 17 companﬂes in VII operate: 45 plantsa

Teble VIII

Income and Expense of Ohio Farmer Elevators 1943-44
Average per Company by Groups

: T -~ tNo. Inm: B e T Total : Net . : .
Group :Group Sales : Income . Expense s Savings 'Ratio LI
1 R ﬂlé ; $116,062 : $17,225 ; $12,139 : $ 5,086 : 70,8 1
11 : 29 : 199, 1666 23,721 ,15,889 kS 7,832 : 6740 1
11T - Ly 200 302,187 : 31,9387 ;19,918 v 12,020 : 6244 T
v : 24 : 400,455 : 41,335 ;. 25,157 .: 16,178 : 60.9° |
T :-23 ¢ 589,861 : 52,014 ; 32,004 i 19,920 : 617 f
§ 140 W hves 1 1087 337,000 _: 34,460  : 21, 129’ 12,7305 630 ]
VI ; 13 ; 355,994 : 35,527 ; 23,885 ; 11,642 ; 6742
VII : 17 ; 878,761 : 84,565 : 51,713 : 32,852 : 6l.2

VI & VII Aves ¢ 30 : 652,229 : 63,315 : - 39,654 : 23,661 . 6246

kve., per Cos. : 138 : 405,607 : 40,733 : 25,626 : 15,107 : 6249
kve. per Plant; 181 : 309,247 : 31,056 : 19,538 : 11,518 : 6249

i Ave, per Plant: : ¢ : : ' 3

\in VI & VIX s 73 : 268,039 : 26,020 16,296 29,724 & 62,6 |

* The percent of gross income which was required to pay total expenses,

In comparing this table with the corresponding table for a yéar ago
one notes ==

le An increase in volume of business per company from $332,000 to
$405,000, or 22%,

B 2e¢ 4n increase in gross income per company from $33,880 to $40,733,
or 20/0.

3e 4n increase in total expense from $21,943 to $25,626 or not
quite 17%; i.ce, the increase in expense though rapid is not as great as the
relative increase in wvolume,

4, fkn increase in net savings per.company from $11,937 to 315,107;
or 26,0. -

5¢ The compasnies operating one plant each hed a slightly higher 1n-
crease in gross income per plant than did the multiple plant companiese



"of expenses.,

fTabIes fo'd cand Xe-
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The changes in major items for 138 identical companles in the last
three years are as follows:

.1942443

1941-42
Sales . . $38,503,463
Treding Morgin. 3,439,169
Parcent’.of Mergin - 8493
Total..Income . 4,068,636
‘Total Expenseo 2,742,460
Fercent of Expense Tel2
Net Gain 1,327,290

4,024,425

8 52

4, 820 778

3,106 734
6-)7

1,714,044

1943=44

$55,973, 749

- 4,682,494
Be 37

=5,621,186

3}536:347
632
2,084,839

. A Thls table brlngs out in more detnll the statemont/mnde eorlior that
.volume of. business hps grown so rapldly as teo more:than counterbalance growth

In spite of an increase in exponses by nearly $800,000 for the

group of 138 companiecs, total expenscs constitutod 6,32% of sales in 1943-44
-a8; compared. with 7412: percent two. yearsiearlier, -and: even .though margins de=-
‘clined by nearly o56 of 1 percont, still met savings 1ncroasod matériallye

,the.distribution of expensc-.emong its:major itoms is presented in

Table IX separotes. out the ‘intercst bill, which is‘a matter

‘lorgely. of hOW‘Well or.. poorly the company .is finenced; .and:the depreclatlon
rand bad oebf rescrvos, loav1ng the rost BS - Qperatlng OXPENses

Teble IX .

"Major“ExpensotQ- Farmors Elevator Companios'l943-44
Averages for 138 Companies

“Fod

i Total

! "{Nb; Iﬁ; uu;v: 'gi' 5vf;m~ Opsr. :Exp, RoTi0 *
3 :Group . Sales Inter. Deproc..Doots Expensc :Exponse :Oper.: Total
T B s >Rl $116 062 $ 60': re$I;052'7 42 4$1o 985 §$12 139717945 : 1045
SIT s o329 199,666a 31 . -s 1;309»h 289 =, 14_2@4 3 15,889 A76d ¢ 8.0
PTIT s e =00 1 302, 1871 744 I3 Y334 L 18,2097 719,918 643 1 646
i1V 24 4oo,455=:_87 201,94075,:287 1 22,865 & 25,157 5.5 ¢ 643
V.o 2023 3 §89,861; .95 ;;;2,056ﬂ3;491 :: 29;452 : 32,0940 ::540 : D.4
3t ¥ Aven 1300 5 33,0000 63 5 LS9 5 L 1 S.TI6 5 20,729 B & 64
VIO riad U3smo94; 301 1,917 5 351 & 21,316 1 23,885 5 640 1 647
vii__- I 878,761-~140 : 3,583 : 955 & 47,035 & 51, 713 i 5. : 59
VT & VIT Ave.'?"3o:”f 652’229 210 2,861 2‘6934;f3§;890 39, 654 545 . 6.1
ifAye. ;@r Co. ~: i5é"m: 405 607 ‘95‘,: 1,858 i 394u; 23,279 f 25,626 . 57 i 6e3
Ave. per Plent 181 ° 309,247° 72 V1,416 D361 717,749 1 19,638 L 8,7 0 6.3
iveo per Flant, . \ . . . . s s
in VI & VII 73 . 268,039, 86 . 1,176 ..285 , 14,749 . 16,296 . 5.5 . 6.l

* Expense expressed in cents per dollar of saloss

pany to $95,

Comoarlng this with last year's Table IX, we. find ag one would ex-
pect that-the interest expense has declined == & decroase from $163 per com=

The bad debt allowance == eithér write off or reserve set Up ==
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is substantially the same = $285 in place of: $273, The depreciation reserve
set up for the yéar averaged $1,176 which is $25 more than last year. That
is, the interest bill declined by more than enough to cover the small in- -
creasocs in the other two items,

Thus. the entire net increase in. total expense may be attributed to
operating expense which advanced from $19,603 per company to $23,279 an ine
crease of nearly 19 percent. This incrcase in operating costs was duc mainly
to inereased labor costs, though increased delivory and trucking costs are
also a factors

The expenses .incrpased by $3,600, The inerease in volume was pro=
portionately ‘somewhet gredter, so that the ratio of expense to sales fell from
646 cents on the dollar to 6.3 cents. Larger dollar volume mny have been o
factor, though 1t was due mainly to. price. increase rather than to tonnnge
inerense. .

 hnother p1cturo of’the distribution of. -expense is glven in Table X,
with cbmparablc datu from.other yeorss.

In this Table X, labor includes mangger and office salary and directors
fees as well as plant 1abor, .power includes light and ‘water; insurance includes
workmen's compehsation as well as fire, .tornado,-burglary insurance; taxes in
clude property tax, payroll tax (unemployment. and old-nge), and frenchise
toxes, but not federal income tax; advertising includes costs of annunl meete
1ng and good will contributions;.gudit includes legal expense, auditor's moke
ing up of reports; truck includes chorges to owmed trucksond hire of truckse

Table.x

Percentage* which each Expense Item is of the Total Expense
‘Data from 90 Compatiies” ~

: kS R : T
Ttem* - "151943-44, 1938-39 3 Yré, : Item L ;~194}-44' 1938-39: 3 yrsd
Labor $n 58.4‘$,f 50.2“: 49.6 Truck :‘;-j v b 1 De3 : 248
Fower  +'. 7.5 :" 74873 8.8 Off. Supe . i 1ol i 1.6 2,4
Insurance -: ° 4.k 7 4ed 1 4,9 :’Rent S ERY S 5t
Toaxes P 349 ¢ Bed: 4.7 : Interest: -, 3 83 3 2,07t - 4,8
Supe & Repe: = 447 : ° 3,93 - 348" : Depreciation : Te3 : 9.2 : 11,2
Advertising: - 1,0 ¢ led s 1ol : Bad:;Debts . # 1le5 345 : 248
Tele & Tele: ™ "1,0.: " o0 & 140 ,: Licemses ", & .62 i © 42 . .. .
Audit R TR O o8 ;4'“:‘Eisdeilanéodé:' 2.0 : 2.8 : leT .

Thls table can be read: "Lahor expense constituted -58.4*percent’ ol
Total Expense or MLabor exponse contributed 58.4 cents .of the average dollar
of Total Expense.

** Tho three years 1929-30, 1930-31, 1931-32.

In examining this toble, one connot pay much attention to minor varia-
tions, for they are often due to the fret that meny audits reach us only in a
condensed summary which may not mention certain ‘of the itoms., Comment seems.
pertinent regarding -certain items: ' o
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ls Our reference to growth of labor costs is vividly borne out by
the increase from 50 cents of the expense dollar o few years back to 5642
cents a year ago and now 58.4 cents. The decline in percents of other items"
is not always due to an absolute decline in dollars spent, but to the greater
increase of labor, truck and repalrs exXpense.

2.3 Supplies and repairs have cost more, due to forced use of machin-
ery which would have been discarded and the problem of securing repeir parts.
This same factor is a large part of truck.expensc; one compeny e.ge; reportod
that of its seven trucks, there waos ulways at least ono in the repair .shops

3e . Interest expense has been on the: decline every year but one for
the last ten. Notes Payeblo are $100,000 less than a year earlier, and some
companies are enjoylng lower rates of 1nterest.

4. Reserves for Depreclatlon have shown a decline in the share- they
contrlbute to Total Expenso from,ebove 11 porcent ot one time to 8.0 percent
for 1942-43 and to 743 percent for 1943=44, Yot tho average yearly reserves
were $182,543 for tho yoars 1928«33 and for 193843 average $240,392 per year.
This past year, these resorves totaled $256,000 for the 138 companiese '

: ‘Ce . Bad Debt Allowance includes.both actual write offs and reserves
set up for possible losses. Even though declining, this figure ot present
exaggerates the actual loss, for many audits show sizable collcctions of acw
counts once written offe. (The data vhich o have 'gives the recoveries on
acoounts written off for 27 of tho companics to a total of $6,973 or more than
$250 coch == which does not show that nll companies avorage $250 of recoveries,
but does mean sizable reoduction in the losses on accounts once thought incolw-
lectible),
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Chapter IV
The Fineneial Condition of the. Farmers;Elevutors of Ohio

In Chapter II we oxamined fromvseveral v1ewpoints the sources and
amounts of income of these orgenizations; in Chapter III we analyzcd from
soverel different approaches the expenses undergone in thoir operationse
Chapter I had already given a gonernl picture of the gonins and losses as 6X-
perienced by the different groups, and the- average net galn per company.

The major question remaining is, What then was the flnanclal cone
dition of these companies as they ended the fiscal- “yeer 1943-44?

First, a word of explanatlon. In the: earlv days of thase companies -
the most common par value for the stock was $100 though even then some were
issuing $50 end $25 shares. As they roorganized on the cooperative bmsis,
meny of them reduced the parivelue to $25, $20,or $10 por share, For the sake
of uniformity in our study, we shall use the term "$100 share" to mean $100
per value of stock, whether that stock be in §100, %20, or $10 or other par:
value per share.

s - When we began this series of studies in 1929, $100 of par value of
stock of the 119 companies whose date we then secured.had nsbook value of $138.
Of the entire numbor,~21.percent had defieits, mostly o hangover from the de=
pression of the early 20'se The period 1930-32 did not kelp matters mch and
while our. 1935 study found book valuo per $100 up to $142,66, the number heve
ing doflclts was stlll nearly 25 percent.

What has happened over the years in regard to these two measures of
the situation is pictured in the table below:

No., of Compenies No. of Companies Value of $100 Share

having surpluses having deficits for whole group
1934=35 123 24 $142,66
1935-36 127 23 146453
193637 138 12 164.33
1937=38 134 15 157.14
1938=39 134 13 157.43
1939-40 136 10 165406
1940=41 136 10 166411
1941-42 139 5 180,30
1942-43 141 3 187473
1943.44 130 2 194,12

Two comments should be mede regarding this book value of $194.412
per $100 of stock ($1.94 for each dollar of stock outstanding.)

ls The $194.,12 is the value at the time of the audit. DMany come
panies did not declare stock and patronage dividends until after the auditors
had left; hence, the book value would be lowered by and to the extent such
dividends were paid. This fact applies throughout the last columm of the
table above, though in no case does it affect the numbers in the surplus end
deficit colums,
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24 This value of $194 per $100 of stock is far more conservatively
stated than was the $138 of fourteen years ago or even the $142.,66 of 1934
Plants have been depreclated in some cases, to much below reanl value; rew= =
ceivables are far lower in proportion to volume, and are mostly current anc-
counts, with reserves-set up to covor probable losses; inventories are morc
likely to be undervalued than overvalued. - Often no valuation is added for
'operating supplles on hand or prepald itemse

Another question of interest is how this surplus and book value are
distributed among the different volume groups. Table XI answers this.
Table XI

Surplus and Deficit Stetus of Ohio. Farmers' Elevators
by Groups=-End of Fiscal Year 1943-44

:Nos in:Noe with Surplus:Noe, with Deficit: Net thve. per Values per
Group:Group :Noe iﬁ_ Anwunt No.'_:v_a Amount. Su:plus =Company =$100 Share
.ﬁ 145,027 &12 086 : $154,71
$ 1,593:  558,433: 19.256 2 182,32
542,855: 27,143 : 211,28
986,150: 41,089 : 242,31
176, 913 33.779 : 183.32

§ 1,593:$3,009:383; $2?;565 :_$198445

.
.
.
..
e e e Ty - -—--,—--—- — e w— . Shon Su
.

I : 12 :12 :'§° 145,027
IT : 29 : 28 : 560,026 1
 IIT ¢ 20 s 20 : 542, 8551 -
DIV : 24 : 24 : $86,150:
vV : 23 ; 23 776 918.

es e0 ae oo

R

LTI YY

Tota: 100

107 v3,0lO 976= 1
VI :5'13 : 12 : 300, 125 1 211,060=' 289,065 22,236 : 161473
VIL ::17 :317: 3,001,008 % ' ¢ 1,021,008 60,059 : 195,94
Potal: 30 :T29 : ~1,351,1é9: 1 .;f. 11, oéo. 310’0691145,669 % 185,49
g::ﬁ?: 138 :1365f éd,éjé;;osz 2 i $12,653:44,319,452: 831,300 ¢ §194,12

The gain in book value is fairly well distributed though the largest
part of it as one would expect, is in the larger volume groups. The total
surplus increased about -14 percent; the increase in stock outstanding, mostly
due to the teking in of new members, brings stock outstanding up to $4,589,1850,
Thus arises a total net worth of $8,908,634, which is about 10 percent above
that of last year and 20 percent above that of two years ago for the companies
in this yearts dﬂta.

And now. what are the major items making up the resources of these
companies used by them in handling the $§5,900 000 of business? Vhat liabile
ities are outstending against them? Table XII answers this question. To
moke possible accurate comparison with preceding years' datn, we have prepared
this table for 138 identical companies for the three years.

In exemining thls table, the thxng that probably strikes the reader
first is the rapid growth in the resources used by these -companies in handling
their nearly $56,000, 000 volume of business (whlch incidentally is o turnover
five times the total. volue of resourcas). The incresse in total resources in
the two years was nearly 20 perconts o
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Before we look at the items, the reader is entitled to lnow what
is included under each items Under Cash we include till money, bank check-
.ing aecounts and savings accounts; Receivebles ‘includes customer and” gr&in
accounts recdeivable and notes receivable; Inventoriés includes grein and mer=-
.chendise on hand, valued at the lower of cost or-imarket; net plant is the-
value of land, bulldings, machinery, office furhiture;, trucks, less reserves
for depreciation; Investments- include U, S, bonds, stock in centrsal coopera=-
tives, stock in the Louisville -Bank for Cooperatives, and some minor items;
other assets are mainly prepaid insurance, sales tax stamps on hand and oper-
atlng suppllcs on-hande ‘ ;

On the 1iabilltj slde, Notes Pavable includes all such notes whether
or not secured by mortgage. Dividends payable includes dividends declared in
past yeers and accumilating toward purchase of shares of stock, plus dividends
for 1943-44 declared ot timo of oudit, but unpaid at time of audit; one should
note that many’ cbﬁpanies declared dlvidends ofter the mudit was closed, whose
leter payment would reduce both cash and roceivables, and also surplus-

Table XIT.

Resourceh and»hiabilities of 138 Farmer Owned Elevators .
of Ohio for the three years 1941 to 1944

.'Resources

, - 224542 1943-4a .

" Cashiand:Bank *  -$1,337,253 $2;189,748 - $.2,728,882
Net Receivables 1,844,492 1,580,859 1,510,513
'Inventory. : 2,735,110 2 660,829 2,971,181
et Flent 3,033,721 Q64 8o1. - 3,044,412
Investments 216,274 348,822‘ _‘624,294

_ Other. Assets 4 49,589. 5&5 69,439
‘Tota1‘A§s9§§ %9,215;43? 9,900,041 @Tl,oiB,?Ei”
 Wotes Payable - szz 455,600 $ 3,336 4 218,457
- Dividends Payable ., 437,350 789,347 997,925
Thcome Tax Reserve~ 58;335 *:-112;708” 148,578
Other Payables 849,533 678,903 748,127
Net Worth 7,415,601 8,056,347 8,908,634

'?“'\»9;‘2'1"'20 735 9,900,681 +900,62 1,008,721

Now attacklng the. Table itself, we note -

l. A-doubling of Cash in the two years.: In faet the increase in Cesh
alone accounts for three-fourths of the entire two-year increase in resources.

24 Receivebles ere continuing their ‘declihe. One cen recoghize that
receivables weré turning over on an average of every 25 days, and still feel
that in times like these receivables could wisely be reduced -still furthers
(This last is especially noticeable whern one"looks at the figures of about 20
particular compenios.)

3e¢ Inventory again shows an increase = about 12 percent.
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4o Net Plant shows a slight decrease - less than one percent, The
fact that these companies charged off $256,000 to depreciation would indicate
that some $230,000 was added in improvements to plant and equipment, plus
thousands of dollars of minor improvements charged directly to expenses,

S5« The near doubiing of Investments was principally due to purchase
of Us Se Bonds, tho increase in stock held in central buying and sales agen=-
cies (through patronage dividends) is anothor sizable factor.

Cn fhe iiﬁbiiities side of the account, we find -

le Notes payable continuing thoir decllne, and now less.than half
“the figure of two years BE0e

24 D1v1dends payable incroased by $200 000 in eddition to the fact
that port of last years! $789 000 was used with 1943-44 patronage dividends
to brlng in new members or increase their stock holdings. '

. 3, Net Wbrth 1pcreased by another $850 OOO, or more than ten per-
cent, (Lememberlng that Dividends Payable are claims of present and prospec-
tive menmbers, oné Gan ‘say that of the $11,018,000 of totel resources, "
@9 900,000 or 90 percent, is reprosented by rlghts of present and prospective
- stockholders.)

How companies in the various groups compare in the distribution of
‘those agsets and 1iabilities is shown in Tables XIIT and XIV below, To enable
the manager:or. stockholder of a local cempany.to compare his own oompany‘w1th
“these flgures, they: are here ‘presented on e company basise K

" Table XIII '

Resources of Ohio Farmer Owned Elevators, 1943-44 in’ Average
‘per Company in each Group

‘Plant: Invest-:Other : Total

! $ . . I RIS S SRR U
' Group ¢ Cash :Receivables .Inventory‘ Value- ments A=Aasets: Assets
I :$ 7,912 $ 4,482 : $13,925 : $12 792 $ 85 $ 115 $ 40,041
I 12,552 : - 6,415 - ¢ 13,2120 12, 847: 2,438 242: 47, 706
II1 17,§11 309,239 - 15,547 . 15,755’- 4,782 385: 63:319
If,, 19,321 ;.,_ll 528 - 22,072.ﬁY526,333= ‘5,628 415: 85,297
v 23,663 : . 13,317 27,831'53:25.127=‘ 7,243 P AbT: ‘97 648
ItoV - : ' : ' E s ¢ :
hve. | _ 116,884 :_ 9,329 i _1.8.,.896,,-;_._1_%991 4,426 1 4L 68,735
VI : 18,052 212,766+ 20,363+ 21,756* 1,925 : 471 75,333
VIl : 39,710 : 19,823 : 39,732 : 41,794: 11,264 ¢ 1,560: 153,883
VI & VII : : : : : : : '
Aves : 30,325 :+ 16,765 ¢ 31,339 : 33,111: 7,217 : 1,088 119,845
Ave. per : : : : : s :
Company : 19,775 : 10,946 : 21,530 : 22,061 5,031 : 503 79,846
Ave, per : s 3 : : ' : e
Plant : 15,077 8,345 : 16,415 : 16,820: 3,83 s 384 60,877
Ave. per : s : : R :
Plant in : : : : : :
VI & VII : 12,462 6,890 : 12,879 : 13,607 2,966 : 4472 49,251
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Table XIV

Liabilities of Ohio Farmer Owmed Elevators, 1943-44
in Average per Company in each Group -

:Notes : Dividends: Other : Inc, Tax: Net iTotal

Group :Payable: Payable : quables. Reserve : Worth Liabilities
T 81,958 181,522 : 42,138 : § 245 ¢ ¢ 34,178: § 40,041
1I ' ¢ 735 : 1,534 : 2,464 326 :  42,647: 47, 2706
I11 : 453 : 5,921 3,601 2 1,719 51,535: 63,319
Iv -+ 1,820 : 5,807 5,828 ‘¢ 1,877 ¢ 69,964: 85,297
v s 22 31, 560 : 9,901 ‘; 1, 646 T 74,320:“_ 91,648

_EQXﬁ@L_;;g@£;5A% :49% ;12m ; %J@L_@Jﬁ_

’ s T S T

VI 158750 7,609 ¢ 3,172 ¢ 611 138, 256: 715,333
VvII . 5,2,296::‘ 18, 378 s 9'905 P 644 ‘ 122 660::"152&?83
VI & VII kve, £ 73,760 ;1313,716 ;' 6L987': 630 2 94; 752: 119,845
Ave}:, P-efj‘r..C.O.:Q ; 13561; 7) 232 50421 P 13077_‘ é4 555 — 79:846
“Ave, per Plant : 1,190 : | 5;514 P 4;133“:.-:' 821+ 49,219: 60,877

Ave. per Plant : .= . .:... RN EIE A DU

| in VI & VII  : 1,545 : 5,637 : _2 871 259 :  38,939: 49,251

These averages set up in Balance Sheet form give the following as
Ohlo Farmers'Evevator Company.

the Balance Sheet of: the "Average
Resources - Percent
-Cash - - $19,775 24,8
. Receivable 10,946 o 134T
Inventory - 21,530 - 27,07
Plant Value . 22,061 - L2746
Investments 5,031 : 643
Other Assets. 503 - W6
Total §O8% 100

:Llabllitles

totes Fayailo |

"Dividends Payable..

Inc. Tax Reserve
nO&her Paydbles

Net Wbrth

Percent
$ 1 561ﬁ 2.01
7, 2320 i g1
1,077 1.3
‘. ,;5,*4?1 “ 6.8
64,555 8048
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Chapter V

What are the sources of the growth in Net Gain? .

Net Gain per - Cowpmny - 1942-43 ST ’ - $11,937
Changes in Gross Income R
+ Increase in gross profit on goods $5,652
‘Inerease Jin grinding income '
-Increase in other income T 461
Tqtal increase in gross income . T $6,853

Changes in Expense

‘Tecrease in Interest Expense , -

Increase in Depreciation Reserve ~ + 90

Decrease in Bad Debt Reserve - "612’“

Incrgase in Operating Expense o #3676 0
Total Inerease in Expenses T 3683 0 o L
Yot Increase.in Net Gain ., ; L 3,170
et Gain per Company 1943-44 , | S 99 Cokk

Accounts Recelvable‘

| We present as we have for some years Table XV ghowing the ups end
downs of monthly belentes of customer accounts receivables. .

from the records .of 19 compenies selected to rapresent ‘the various .dareas of

the state

and the various types of eIevator operations.
Table XV

Trend of anth-Epd'Balances of Abc@unts‘Receivable*‘

uDecember

1 R 5 MM 5 NI SIS 2 S L)
January *12,309’ ; $11,676 §‘§1o;§ﬁ1*~; $12,422 s $10,903 : $ 9,434
February : 12,092 : 11,947 : 10,98 : 12,679 :-11, 766'»: 110,053
March 13,971 = 12,276 & 11,737 : 13,950 : 13,576 : 12,032
: : Cs Ty T BEE A , :
April 472 14,908 ¢ 12,223 .: 13,064 : 15,081 : 15,228 :. 13,458
iy 015,704 1. 12,435 ¢ 13,491 : 16,559 ¢ 15,373 : 14,038
June s 15,476 ¢ 12,610 ¢ 12,6567 : 18,748 i 1:4,345. : 13,414
July . 15,493 : 12,018 : 10, 849;f;.'14;761’21"*12;963« ;12,711
hugust  :.-14;825 ..+, 12,374 "¢ 11,348 ¢ 14,991t 12,691 :. 13,237
September#' 16,742 .+, 12,732 :''13, 301;;:};16;481 1 14, 253 16,027
s ot S Nt T g
October : 15,919 : 12,897, : 513,760 “:"15 720 ¢+ 13,250 1 14,674
November :. 15,429 : 12,612 : '12,845" 714,383 ¢~ 11,892.-: 11,715
4

:_.13.965 : 11,1@32”=,;1o )291 j~*;g 428%‘

o d . G
H . e .

”’[92761  o 9’6735

* ——n—— y - PR PN A R N ,.;.' N Tyt
v ; RV . i

% Note that in this table the flgures represent merely customar accounts

+ while

in Tables XI, XII and XIV- “Recervables" include . Notes Receivable

. and Grain Accounts Receivable 81504,

‘These fipgures are
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Commcnts on this table end the accounts receivable problam generally
might include the following:

le The figures for 1943 are for & period in whlch these companies
had 147 more volume than in 1942 and more then double that of 1939, Obviously
receivables have been materially reduced in comparison with volume. Also the
percentage of accounts more than six months old is declining. .

2¢ Going back to the date presented in Table XII, we find receive
ebles have in two yaars declined about 18 percent in face of aen increase of
47 percent in voluna. ' .

3« Averages, however, do not tell the full.story, Some companies
did much better than these figures indiocate, Thirty companies mnde more than
30% reduction in outstending occounts in 1943-44 as compared with 1942-43, with
such outstanding examples as $34,965 reduced to $6,574, $15,100, to $5,560, /
end $12,155, to $3,800, On the other. hand, ten: companies let @118 700 grow to
$179,700, or 51% increese.

4, We noticed above that only a small and declining percentage of
these accounts are old accountss Closoly related to this fact is another 1m-
portant measure of this problem; eege, one of tho companies whose dete are’
included in Table XV eabove had an average of $4,420 in acoounts outstanding
throughout the year 1943; it collected on sccount during the: year $53,035,
thus turning over its accounts on the averoge 1l.3 times per -year, or neorly
once o month, Theo best record is still- carried by Willard, with o turnover of
19.3 times yearly or about every 19 dnyss The generel average of these 19 %
companies in Table XV was an average turnover of accounts every 40 days, which
certainly in itself offers no dangers. Two quéstions remsin - Why should some
componies allow accounts to averege 3 to 6 months on the books? and, Whet will
on average turnover be, if and when farm markéts and farm prices fall from
their present levels?

Operation of sevoral Plants by one Compony

Groups VI and VII ‘together contaln 30 companies which operate o total
of 73 plants, Hos this nny edvantages over single plant operations?

It would seem that tho operation of several plants under one monoge-
ment would have a volume which would certainly give some advantages'in buying
form supplies and. in marketing grain, . The buyer.of farm supplies who can more
frequently buy in cor lots or otherwise & larger total could at times buy on
better terms., At other times shortage of supply at one plant could be remedied by
trucking from another, thus enabling 3 plants under one management to be opere-
ated with less than 3 times the inventory if operated singly; plents can help
each other in handling seasonal or .slow moving goods. Such-cdvontages while
often recl are not exaotly moasurable. o '

That there are economies in expense of operation can be shown in
fact every year's figures show it. We called attention last year to the fact
that 117 componies operating one plant each had totael “expensos of 6,75¢ per
dollar of sales. whileé the 66.plants under multiple plant manogemcnt had ex=-
penses of 6.3¢ per dollar of, sales.

One year the difference wos nine-tenths of a cent or $900 on cach
$100,000 of business.
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In 1943-44 the 108 compenies opérating single plants hed a totnl exe
pence of 6,45 cents per dolle¥ of sales, while the. 73 planté operated by 30:
companies had & ratio of 6408 = b difference of ¢37 of & cent, and that too in
spite of ‘a $60,000 lower volume per plent which normally should moke the exe
pense ratio higher instead of lowers Porhaps 37 percent does not seem great,
but.on the $650,000 average volume-of the miltiple plant companies it amounts
to $2,400 in savings.

‘Expense Retios

One of the problems that will bé serious if price levels fall; or
if volumes of bu81ness fall for other reasons; is.that of expense.

Our tebles throughout Chapters II and IIT sre set up in recognition
of the influence of volume, Without fail yoar after yesr, the large volume
companies perform their services at & total oxpense of 4 cents to 6 cents less
per dollar of saless However, this is only one of tho influences affecting
expenses ' .

Note how widely rotios vary within groups,

Single Plent Companies Maltiple Plant Compenies
Range ' Average : i Rangoe Average
I 841% to 15,8% 10.5% VIe  4.2% to 1248% 647%
II.  5.6% to 13.7% 840% VIIs 345% to 1440% 5e9%
I11. 3.4% to 1104% 6.6% :
IVe  149% to 1042% 6e3%
Ve 2.8% to 901% 5‘4%

Why such wide differences? - Among the influences are these:

l, Grein business vs, farm supplies; e.ge, the company in Group IV
with a 1.9 percent expense ratio serves its community in almost nothing but
grain handling, while the onc with a 1042 porcent retio does grinding, heuling,
and blacksmith work, plus offering a wide range of farm supplies including
hand tools and repair parts, '

2, City plant vs, country plant, Of two componies in Group I, one
with city texes, city power bills, and hlgher labor costs due to location has
a ratio of 14,7 percent as compared with a country neighbor (with somewhat
larger percentage of grain but only two-thirds as much volume) at 6.2 percent.

3¢ Some of the companies with low expense have seen hard times,
have just recently "got out of the woods" and perhaps are not yet awny from
the shadows, Expensos are likely still to be kept lowe

4, Another factor - a big one too - is the arrangement of the plant,
An elevator built years ago for the handling of grain alone seldom leaves pos-
sible an arrangement leter for grinder, mixer, clesner, sheller, in reletion
to space, other machinery, delivery doors, which mekes for efficiencye. The
problem is often solved by having a separate building for all foed handling.
A fire has occasionally furnished the solution, Not infrequently is heard,
"That fire was a hard wallop at the time, but we're better off now for heving
had it."
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Se. The ‘efficiency of munagennnt is another faotor, and often the
determining factora

To sum up, this whole” problom of expenSe is. important‘ Tho company
which cen operate on#n expense ratio at 6.5 conts on thé dollar while its
competitor for whatever reason has an expense.af 9¢5:eonts on tho doliar, can
offer.botter prices.by 2 cehts ‘on the dollar,and still meke $3,000 tiore net
on o $300,000 volumes So divide your: volume into. . your total expense and find
what: your oym. exponse ratio is; compére 1t wath thet ‘of your volume ‘ groupe
Ir t09 high, d6 not jump to the conclusion that "wages are too 'high"; *thoy
mey or may not.be.. It is 1mportant « moybe fundoméntal-to find out 'what docs
meke -costs too-high and thon‘discover what to do.about ite
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